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Sino Resources Group Limited (carrying on business in Hong Kong as
Sino Gp Limited) (stock code: 223) is principally engaged as show manager
exhibitions and trade shows and providing related ancillary services in Hong
Kong, the United Kingdom and the Mainland China.

The Group has been managing the following exhibitions and shows:

MEGA SHOWS PART 1 & 2

The Hong Kong International Toys & Gifts Shows and the Asian Gifts Premium
& Household Products Show (“Mega Shows”) have been concurrently held
at Hong Kong Convention and Exhibition Centre (“HKCEC”) in October every
year. The Mega Shows are the most important sourcing exhibition for the gifts,
housewares, premiums and toys industries in the Asia-Pacific regions.

Since 1992, this premier trade-only exhibition has offered international buyers
a one-stop showcase of over 5,000 well-merchandised stands displaying
products from nearly 4,000 exhibitors. Exhibitors from over 31 countries
are represented at Mega Show Part 1. With the increasing demand for
professional trade fairs for toys, gifts, premium and household products, Mega
Show Part 2 started in 2003 as a sister trade fair to Mega Show Part 1 and is
held five days after Mega Show Part 1 to extend the business opportunities for
suppliers and worldwide buyers.

LONDON ASIA EXPO

The Group has acted as show manager to manage the London Asia Expo for
over a decade. The show is held annually in London, the United Kingdom.
The London Asia Expo is the proven choice for over 5,000 European buyers,
who regularly attend to source new and competitively-priced Asian and China
made products, ranging from the everyday and essential to the unusual and
original gift and packaging products, to gadgets and IT, through to fashion
clothing and accessories, as well as advertising and promotional items.

EXHIBITION BUSINESS IN CHINA

The Group acted as show manager to the first Ningbo International Sourcing
Expo (“Ningbo Expo”) in March 2010, tapping into the important spring buying
season at the start of the year. The Ningbo Expo provided a new platform for
exhibitors and buyers to explore the proven business potential in the city and
the performance of the show was acceptable. The Company will continue to
discuss with local organizers and local bureaus for other potential exhibition
businesses in China.
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Financial Highlights
MBERE

2010 2009 2008 2007 2006
—E-TF —2EAF -2B\F -TBLE -BEXF
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000

E¥RTr BET T BT BT BT

Operating Performance AR
Continuing operation BEREEEE
Turnover =E - 87,374 213,440 213,795 236,319 261,650
Loss from operating activities REXBER (40,607) (50,247) (2,230) (29,988) (28,683)
Discontinued operations ERILEKREEK
(Loss)/profit for the year AEERBERLERLE (797,129) 106,805 - - -
from discontinued operation %%z (BB &R
(Loss)/profit attributable KRB REREMN
to equity holders of (B8] RF
the Company (837,736) 56,558 (7,174) (34,411) (33,191)
Financial Position B 75 iR 5
Total assets EERE 194,633 1,394,262 1,172,409 120,848 156,357
Cash reserves ReFEE 5,514 51,540 67,839 40,412 63,331
Total bank borrowings RITEELE - - - - -
Net cash reserves HeREFHE 5,514 51,540 67,839 40,412 63,331
Shareholders’ funds BRES (303,620) 607,096 179,440 45,796 73,504
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OUTLOOK FOR 2010

The global economy was overshadowed by recession in early 2009. The Hong
Kong economy experienced severe contraction in the first quarter of 2009
due to the global financial crisis, but was followed by a quick rebound in the
second quarter and further improvement in the rest of the year, revealing that
economic recovery is underway.

Continuing the momentum in the latter part of 2009, the global recovery
has proceeded quite well in the first quarter of 2010, whilst emerging Asian
economies are expected to be forerunners in the recovery process. According
to the forecasts from the IMF World Economic Outlook (April 2010), the
Mainland China shall achieve 10.0% (2011: 9.9%) output growth in 2010,
significantly higher than the world average of 4.2% (2011: 4.3%) and the
advanced economies’ average of 2.3% (2011: 2.4%). In Hong Kong, having
resumed a positive year-on-year growth of 2.5% in the fourth quarter of 2009,
GDP grew further by 8.2% in real terms in the first quarter of 2010. The Hong
Kong government feels positive to the recovery process and expects a GDP
growth of 4% to 5% for 2010, despite the potential impact from financial crisis
of some European countries.

We believe that the favorable economic outlook for 2010 provides a strong
basis for the Group’s continuous development and business growth. We are
also confident that the Group has the capabilities to face challenges ahead in
the forthcoming financial year.

FUTURE PROSPECTS AND GROWTH
STRATEGIES

We expect that the exhibition business will continue to bring stable revenue to
the Group. In the next financial year of 2010, we will pursue our refined growth
strategies with an aim to enhance the Group’s operating results and keep
exploring opportunities in the prosperous resources sector.

Strive to Enhance the Group’s Operating Results

The Group intends to reduce the booth size for its exhibitions and trade shows
in Mega Shows part 2 and in turn increase the total number of booths in each
event. By that, the Group shall enjoy higher flexibility in implementing and
adjusting its sales and marketing strategies, enabling the Group to respond
to changes in the market more promptly. We wish that the adaptive sales and
marketing strategies will create synergies which shall enhance the Group’s
revenue.

In addition, we target to explore new source of revenue without incurring
material extra costs. The Group’s sale team has a view of attracting more
exhibitors to participate in its trade shows and exhibitions, in particular,
exhibitors from mainland China. The Group is exploring the possibilities to act
as sales agent to overseas trade fairs organized by others.
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Chairman’s Statement

ERHE

The Group has found it successful in scaling down the size of its in-house
operation team and outsourcing a substantial part of operational work to third
parties. The Group will keep pursuing cost reduction strategies to reduce the
overall operating costs, with a particular focus on cutting overheads and legal
expenses on Company level.

Investment Opportunities in Resources Sector

In spite of the disputes concerning our coal business throughout 2009, we will
continue our inorganic growth strategy through investments and acquisitions
in the resources sector, particularly in the clean energy segment.

Today, our world still relies heavily on fossil fuels such as oil, natural gas
and coal. Nonetheless, people are getting more concerned with how to meet
the surging energy demand with limited resources and how to deal with the
increasing problems causing climate changes. Clean energy is one of the
solutions.

In line with the global economic recovery, energy demand will increase;
and with the rising awareness of the use of clean energy, many countries
are offering incentives for enterprises to invest in and develop clean energy
projects. The Mainland China has huge potentials in developing clean energy,
the government is planning to encourage more foreign investors to participate
in this new industry and is particularly interested in attracting foreign
technologies in the exploration and production of clean energy, e.g. coalbed
methane, shale gas and other unconventional energy.

CONCLUSION

While the Group maintains stable revenue from its exhibition business, we
will explore new sources of revenue in the exhibition sector and attractive
investment opportunities in the resources sector.

We will continue our unremitting efforts to live up to the commitment to
maximizing profitability and shareholders’ return.

s

Geng Ying
Chairman
23 July 2010, Hong Kong

Sino Resources Group Limited ¢ Annual Report 2010
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Management Discussion and Analysis

BUSINESS REVIEW

Sino Resources Group Limited (the “Company”, together with its subsidiaries,
the “Group”) has been engaged as show manager of exhibitions, trade fairs
and provision of ancillary service.

1. EXHIBITION BUSINESS
During the year under review, the Group acted as show manager of the
“Mega Shows Part 1 & 2” held in October 2009, the “London Asia Expo”
held in January 2010 and the “Ningbo International Sourcing Expo” held
in March 2010 successfully.

The Group’s exhibition business was scaled down during the year in
light of the global financial crisis and outbreak of swine flu. However,
in line with the gradual recovery of the global economy and with the
effective cost reduction strategy by outsourcing certain operations,
the performance of the Group’s exhibition business was improved for
the year ended 31 March 2010 despite of the scale down. The Group’s
exhibition business turned into a profit from a loss since the year under
review and the Board believes that it will keep contributing stable
revenue to the Group.

2. LITIGATION IN THE PRC IN CONNECTION WITH
THE ACQUISITION OF SHUANGYASHAN NORTHERN
SHENG PING MINING LIMITED (THE “COAL MINE
COMPANY”) BETWEEN WEALTH GAIN GLOBAL
INVESTMENT LIMITED (“WEALTH GAIN”, THE
GROUP’S WHOLLY-OWNED SUBSIDIARY) AND £3T
A E¥EEEREFELT (HEILONGJIANG NORTHERN
ENTERPRISES GROUP CO., LTD., THE “MINE
SELLER”)
On 20 July 2009, the Company paid a total of approximately
HK$159,320,000 (the “Deposit”) into Heilongjiang Haerbin Intermediate
People’s Court (the “Haerbin Intermediate Court”) according to the
court’s instructions.

On 5 February 2010, a judgment was made by the Supreme People’s
Court of Heilongjiang Province (the “Judgment”) which stated, inter alia,
that (i) the 2008 agreement made between the Mine Seller and Wealth
Gain (the “2008 Agreement”) be dissolved; and (i) Wealth Gain should
return its entire shareholding in the Coal Mine Company to the Mine
Seller.

A meeting of the Board was held on 12 March 2010 and the Board is of
the view that there is no sufficient grounds to appeal, having considered
the reasonable efforts made to search for additional evidence, the
first and second PRC legal opinions on the feasibility of an appeal,
the Group’s financial condition and resources currently available to
the Company. On the basis of the PRC legal opinions, the Board has
decided not to appeal against the Judgment.

On 16 March 2010, Wealth Gain filed an application to the Haerbin
Intermediate Court for the return of the Deposit. The Deposit was
returned to Wealth Gain in April 2010.
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Management Discussion and Analysis

BEENWE DN

On 2 April 2010, the Jingbao second brigade of Xiangfang Branch Police
Station (the “Branch Police Station”) in Harbin City of Heilongjiang Province,
China issued a notice (the “Notice”) to the Mine Seller, which states that
the company seal of the Mine Seller used in the execution of the Extension
Agreement filed with the Approval Office for Foreign Capital under the
Department of Business of Heilongjiang Province by Wealth Gain is forged.
The Notice also states that the Branch Police Station would further investigate
the suspected forgery of company seal by Mr. Hung Chen Richael, the former
director of Wealth Gain. The Company is arranging for authentication of the
Notice and is seeking legal advice from its lawyers. The Company will make
further announcement as and when appropriate in this regard.

3. LITIGATION IN HONG KONG BETWEEN MR. HUNG
CHEN, RICHAEL (“MR. HUNG”) AND THE COMPANY

Statement of Claim

The Company commenced proceedings against Mr. Hung at the High
Court of Hong Kong (the “High Court”) with regards to a breach of
contract by Mr. Hung, in connection with the agreement dated 25
September 2007 made between the Company and Mr. Hung (the
“Agreement”).

The Company sought advice from its legal advisers and formed the view
that Mr. Hung had failed to perform one or more of the terms of the
Agreement and is of the view that Mr. Hung is in breach of numerous
representations and warranties under the Agreement. The Company
claims against Mr. Hung, among other things, for all payments made by
the Company to Mr. Hung under the Agreement and/or damages arising
from the breach of the Agreement.

On 1 February 2010, the Company filed a statement of claim at the High
Court against Mr. Hung, Mega Wealth Capital Limited (“Mega Wealth”)
and Webright Limited (“Webright”) in connection with the Agreement,
for, inter alia, rescission of the Agreement (the “Statement of Claim”).
Particulars of the Statement of Claim are summarised as follows:

(1) The Company claims against Mr. Hung for:

(i) rescission of the Agreement;

(i) the 76,640,000 shares of the Company (“Shares”) at an issue
price of HK$0.5 per share;

Sino Resources Group Limited ¢ Annual Report 2010

TEREIEREETEN AR RER AR (%
REZBRNIR-Z2-ZFHRA-HBHNERES [Z
BAH  BEIEAEBENEEUEFENERRS
BENCUBHR ERHB)TERES QAR ZNE
ARE -ZARIBECEEEZRAESHBEES R
RECENER -ARAREZPIABRZBILES
AERASRERER CEENSSMREBEFED
# o

3. RREE(REERFLFZHARE
BZFRFEE
HRREE
ARAABRELEBRENEB BB SRR (8%
ER)UREERMERRF  ABEHALT
EHEER-FTLFNA-THEATIZHE
&l -

RABEHREEEBBEZER AR EERE
BiTZHEz —ERESHRR  ARRRLEE
RREZHBZREHZEZERLRRE - A0H
HAEEREAR (AFEE) GRARQAREZN
BOREEXNAZHARER, RERZHEE
EZEK

RZZB-—ZF-F—H QKD HH#
5t 4% ~ Mega Wealth Capital Limited ([ Mega
Wealth |) &2 Webright Limited ([Webright |) # &8
ERAEXRSEERER "EFH(HHE
BIREZHE(RERLE]) - BERRRM
EZHBEHMNT ¢

(1) AATEHELERRUTEE :
() HEZHE

(i) BEROSGBRLZHRITERTZ
76,640,000/ A& A B MR 17



(i)

(iv)

v)

(vi)

(vii)

(viii)
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the convertible note, issued to Mr. Hung pursuant to the
Agreement, in the principal amount of HK$173,500,000
convertible into ordinary shares of the Company at a
conversion price of HK$0.5 per Share (the “Convertible Note”);

further or alternatively, all payments made by the Company
to Mr. Hung and/or damages arising from the breach of the
Agreement;

a declaration that Mr. Hung holds the 70,000,000 Shares and
the Convertible Note and their traceable equivalent on trust for
the Company and that all necessary tracing orders accounts
and inquiries be taken as to what had happened to the said
Shares and Convertible Note and to ascertain the traceable
equivalent thereof;

an order for payment after having the above accounts and
inquiries;

payment of the legal costs incurred by the Company arising
from the investigation and report arising from the matters in
connection with the Agreement; and

payment of the costs incurred by the Company for the
preparation and execution of the Agreement and several

supplemental agreements.

Company also claims against Mega Wealth, inter alia, for

the 100,000,000 Shares issued to Mr. Hung upon exercise of

conversion rights of the Convertible Note and which were passed to
Mega Wealth at an issue price of HK$0.5 per Share.

The

Company also claims against Webright, inter alia, for the

98,000,000 Shares issued to Mr. Hung upon exercise of conversion

rights of the Convertible Note and which were passed to Webright
at an issue price of HK$0.5 per Share.

Injunction Order
On 22 January 2010, the High Court granted an ex parte injunction

order (the “Injunction Order”) against Mr. Hung and Mega Wealth and

Webright. The Injunction Order provides, among other things, that:

unless with the approval of the High Court, Mr. Hung must not, either

by himself, his servants or agents or otherwise howsoever in any way

dispose of or deal with or diminish the value of any of the following
assets:

U]

(ii)

the 76,640,000 Shares issued to Mr. Hung at an issue price of
HK$0.5 per Share;

the Convertible Note issued by the Company to Mr. Hung;
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EEENWmERDM

(ii) the 100,000,000 Shares issued to Mr. Hung upon exercise of
conversion rights of the Convertible Note and which were passed to
Mega Wealth at an issue price of HK$0.5 per Share;

(iv) the 98,000,000 Shares issued to Mr. Hung upon exercise of
conversion rights of the Convertible Note and which were passed to
Webright at an issue price of HK$0.5 per Share;

all being part of the consideration given to Mr. Hung by the Company in
respect of the Agreement.

On 29 January 2010, at the return date hearing in relation to the
Injunction Order, it was ordered, inter alia, that the Injunction Order will
continue subject to a fortification in the amount of HK$10,000,000 being
paid by the Company to the Registrar of the High Court on or before 12
February 2010, failing which the Injunction Order shall be discharged.
The Company has paid HK$10,000,000, funded from a substantial
Shareholder, into the High Court on 10 February 2010 in compliance with
the Injunction Order. Following a hearing held at the High Court on 18
March 2010, the High Court delivered its decision on 30 March 2010 to
discharge and at the same time re-grant the Injunction Order obtained by
the Company on 22 January 2010 against the defendants, Mr. Hung and
his companies Mega Wealth and Webright.

Furthermore, the Court made a costs order nisi that the Company should
pay the defendants’ costs relating to the discharge of the Injunction
Order, which the Court has assessed to be four-fifths of the costs of
the hearing. On 13 April 2010, the defendants took out two summonses
respectively for (i) an application for an order to vary the costs order
nisi made in the said decision delivered on 30 March 2010, and (ii)
an application for an order to have leave to appeal the said decision
delivered on 30 March 2010, that the decision to re-grant the Injunction
Order was wrong. On 14 May 2010, the Company and Mr. Hung, through
their lawyers, entered into a consent summons whereby the hearing of
the two summonses returnable on 26 May 2010 was adjourned without a
further date of hearing, with liberty to restore.

The Company takes the view that the costs order nisi currently has
no material impact on the Company’s finances and will make further
announcements as and when appropriate.
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Management Discussion and Analysis

Winding-up Petition

Mr. Hung served the statutory demands on the Company in respect of a
total outstanding Alleged Indebtedness of HK$41,722,630 (the “Statutory
Demands”). A winding-up petition (the“Winding-up Petition”) was
presented to the High Court and served on the Company by Mr. Hung
on 28 January 2010 in connection with the Alleged Indebtedness. The
Company intends to oppose the Winding-up Petition and has appointed
legal advisers to handle the matter. The first hearing of the Winding-up
Petition was held on 7 April 2010. At the second hearing held in the High
Court on 12 April 2010, upon hearing submissions by the parties, the
Companies Judge made an order that, among other things, the Winding-
up Petition be adjourned to the second Monday after the date of handing
down of judgment in connection with the Statement of Claim by which
the Company has made a claim against Mr. Hung.

The Board considers that the issue of the Statutory Demands is, of itself,
unlikely to have a negative impact on the Group’s financial condition.
The Alleged Indebtedness was fully recognized in the Company’s interim
results for the six months ended 30 September 2009. In addition, the
Company may seek to set-off against the Alleged Indebtedness claims
which the Company is asserting against Mr. Hung under the Statement
of Claim. The Company is of the view that it has a bona fide claim on
substantial grounds and should succeed in the Proceedings by which the
Company has made a claim against Mr. Hung, which shall extinguish Mr.
Hung’s claim in the Winding-up Petition.

Application for Appointment of Provisional Liquidators
to the Company by Mr. Hung (the “Application”)

On 28 January 2010, by a letter to the High Court, Mr. Hung'’s solicitors
applied for an early date for a first hearing of the Application.

A hearing in respect of the Application took place on 2 February 2010,
at which a date was set down for a further hearing on 5 May 2010. The
Company and Mr. Hung, through their lawyers, entered into a consent
summons whereby the hearing scheduled on 5 May 2010 for the
Application was adjourned without a further date of hearing, with liberty
to restore. The Court made an order by consent on 26 April 2010 in this
regard.

Notwithstanding this, the Company received a letter from Mr. Hung’s
lawyers dated 15 June 2010 in which, among other things, Mr. Hung
requested to set down a date for the hearing of the Application. In
response to Mr. Hung’s request, the Company and Mr. Hung, through
their lawyers, have fixed with the Court a hearing date for the Application
on 9 November 2010.

The Board is of the view that the Application has no merits and will fail.
The Company has already retained solicitors and counsel to oppose the
Application.
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The Board will follow closely on the development of the above matters and
inform the shareholders of the Company on a timely basis.
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RESULTS ANALYSIS

As a result of the Board’s decision not to appeal the Judgment, the Coal Mine
Company was written off from the Group’s consolidated accounts for the year
ended 31 March 2010. Given that the Coal Mine Company has already been
deconsolidated from the Group in the last interim period ended 30 September
2009, the effect of the Judgment has been reflected in the Group’s accounts,
including full impairment of goodwill of HK$341,062,000 which arose from the
acquisition of Wealth Gain and the loss on deconsolidation of a subsidiary of
HK$797,129,000.

For the year ended 31 March 2010, the Group’s continuing operation recorded
turnover of HK$87,374,000, representing a decrease of 59% over last year.
For the year ended 31 March 2010, the Group recorded a loss attributable to
shareholders of approximately HK$837,736,000 (for the year ended 31 March
2010: profit attributable to shareholders of approximately HK$56,558,000);
basic losses per share was approximately HK$77 cents (2009: basic earnings
per share HK$7 cents).

The decrease in turnover and the net loss were mainly attributable to (i) the
scale down of the Group’s exhibition business during the period under review;
and (ii) the deconsolidation of the Coal Mine Company’s financial results from
the Group since 1 April 2009.

The operating result of the Group’s exhibition business has been improving
during these years. The Group’s segment loss for its exhibition business
was approximately HK$28,683,000 in 2006, which has been minimizing and
reduced to approximately HK$11,243,000 in 2009. For the year ended 31
March 2010, the Group achieved a turnaround for its exhibition business and
recorded a segment profit of approximately HK$4,428,000. The turnaround
was mainly contributed by the higher cost effectiveness of the exhibition
operations and improved responses from exhibitors for the Group’s events as
a result of refined sales & marketing strategies and the recovering economic
condition.

PROSPECT AND OUTLOOK

The Group will continue to be the show manager of the Mega Shows Part 1
& 2 and London Asia Expo for the year ending 31 March 2011. Although the
Group will not manage the Ningbo International Sourcing Expo in the coming
year having considered this year’s performance, the Group will continue to
discuss with local organizers and local bureaus for other potential exhibition
businesses in China.

The Group will use its best endeavors to improve its operating results in the
next financial year. It will increase its sales efforts to attract more exhibitors to
participate in the trade shows and exhibitions, particularly for exhibitors from
Mainland China; and will consider expanding into new sources of revenue. It
will also continue to adopt cost reduction strategies with a particular focus on
cutting overheads and legal expenses on Company level.

Despite of the Coal Mine Company issues, the Group will continue to explore
investment opportunities in the resources sector in an attempt to diversify
the Group’s business into areas with higher growth potential and achieve
inorganic growth.
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Management Discussion and Analysis

Subsequent to the end of the reporting period, the Deposit was refunded to
Wealth Gain of approximately HK$159,320,000. After the refund, the Deposit
was used principally for repayment of several outstanding loans of the Group,
which has significantly enhanced the Group’s gearing ratio. With these
subsequent events be reflected in the Group’s results for the next financial
year ending 31 March 2011, and the fact that the one-off impact from writing
off the Coal Mine Company has been fully reflected in this financial year under
review, the Board expects that the Group’s financial performance will become
more stable in the next financial year.

FINANCIAL REVIEW

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

The Group derived its working capital mainly from internal cash flow from
operating activities.

As at 31 March 2010, deficit on shareholders’ funds of the Group aggregately
amounted to HK$303,620,000 (31 March 2009: surplus on shareholder’s
fund HK$607,096,000). As at 31 March 2010, the Group’s assets-liabilities
ratio (total liabilities to total assets) was approximately 2.56 times (31 March
2009: 56.46%). Net current liabilities of the Group amounted to approximately
HK$169,504,000 (31 March 2009: HK$422,413,000). Current assets of the
Group was approximately HK$192,747,000 (31 March 2009: HK$159,907,000),
of which fixed deposits, cash and bank balances amounted to approximately
HK$5,514,000 (31 March 2009: HK$51,540,000).

As at 31 March 2010, the Group’s gearing ratio (total debts to total equity)
was 89.7% (31 March 2009: 27 %).

EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATES AND
ANY RELATED HEDGES

The Group’s sales and purchase are mainly transacted in Hong Kong dollar
and Renminbi and the books are recorded in Hong Kong dollar. Therefore,
it may be exposed to foreign exchange risk. However in view of the stable
currency policies adopted by the PRC government, the directors consider that
the foreign exchange risk is insignificant.

The Group currently has no foreign exchange rate hedging policy in respect
of commercial transactions denominated in foreign currencies. However, the
directors monitor exchange rate exposure regularly and will consider hedging
significant exchange rate exposure as and when necessary.

PLEDGE OF ASSETS OF THE GROUP

Details of pledge of assets of the Group as at 31 March 2010 were set out in
note 36 to the consolidated financial statements.

CONTINGENT LIABILITIES

Details of contingent liabilities as at 31 March 2010 were set out in note 40 to
the consolidated financial statements.
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DIVIDEND

The Board of the Company does not recommend any payment of final
dividend to shareholders for the year ended 31 March 2010 (for the year
ended 31 March 2009: Nil).

OTHER EVENTS

EMPLOYEES AND REMUNERATION POLICY

As at 31 March 2010, the Group had a total of 46 employees (2009: 2,608) in
Hong Kong and the PRC. All employees are remunerated according to their
performance, experience and the prevailing industry practices.

The Group also participates in retirement benefit schemes for its staff in Hong
Kong and the PRC. It introduced a share option scheme on 10 April 2002, with
options to be granted to employees at the discretion of the Board. There was
no option outstanding as at 31 March 2010.

MATERIAL ACQUISITION AND DISPOSAL

The Group did not have any material acquisition and disposal for the year
ended 31 March 2010.

CONNECTED TRANSACTION

The connected transaction involving the disposal of Group Idea International
Limited was completed on 6 April 2009. Other than this, the Group did not
conduct any connected transaction for the year ended 31 March 2010.

SIGNIFICANT INVESTMENT
The Group did not hold any significant investment for the year ended 31
March 2010.
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Directors & Senior Management Profiles

EXECUTIVE DIRECTORS

Ms. GENG Ying, aged 70, was appointed as the chairman and an executive
director of the Company on 1 August 2009. She has 10 years experience
in mining industry and over 20 years experience in commercial business in
the PRC and overseas. After her graduation fromith'E 2z 12 (Geological
Institute of Vocational Studies) in the PRC in 1961, Ms. Geng joined Beijing
Geological Team. Equipped with extensive knowledge in geology, Ms. Geng
had been exploring mines for ten years and gained extensive experience in
mining and resources industries. Subsequently, she was transferred to work
at b T HIZEHRF 32 B (Beijing Institute of Pharmaceutical) andit ZfE & & PR (Beijing
Tumor Hospital). Ms. Geng was educated indt ZX 8 Ez (School of Chinese
Medicine of Beijing) and became a healthcare doctor after attaining medical
postgraduate qualification. Ms. Geng started her businesses in the PRC in
late 1984, and she went to the United States of America (“USA”) in 1986 for
further development. She was the chairman of Hely Development Corporation
in California, USA. Ms. Geng successfully acquired two manufacturing plants
in Malaysia during the years from 1992 to 2001. Ms. Geng has gained over
20 years experience in commercial business in the PRC and overseas. Ms.
Geng has all round talents and is a painter. Ms. Geng is also the chairman
and the secretary general of the China Cultural Heritage Foundation, and she
held public offices in the United Nations. Ms. Geng’s father was one of the
veterans of the Communist Party of the PRC, who was a principal leader in
military, diplomatic and political fields of the PRC. Ms. Geng and her family
have extensive and profound networks in political and economic fields in the
PRC and overseas.

Mr. GAO Feng, aged 40, was appointed as the vice chairman and an
executive director of the Company on 15 June 2009. He has extensive
management experience in particular for PRC businesses for over 10 years,
and has served various important roles in a couple of listed companies and
sizable financial institutions. From February 2008 to May 2009, Mr. Gao
was the executive director of China Infrastructure Investment Limited, a
company whose shares are listed on the Stock Exchange with a stock code
of 600, in which he was responsible for fund management and investors
relationship. From February 2006 to May 2007, he was also an executive
director of Premium Land Limited, a company whose shares are listed on the
Stock Exchange with a stock code of 164. Besides, Mr. Gao was the former
president of North America for I.N.&C. Financial Organization Ltd. and the
former president of Asia-Pacific for Morgan Funding Organization. Mr. Gao
holds a master’s degree in business administration from Keuka College in New
York.

Mr. CHIU Sui Keung, aged 43, was appointed as the chief executive officer
and an executive director of the Company on 20 April 2009. Mr. Chiu has over
sixteen years’ experience in the financial industry and accounting field. He has
possessed extensive experience in corporate finance including initial public
offerings, takeovers, mergers and acquisitions, fund raising and corporate
advisory. Mr. Chiu graduated with a Bachelor’'s Degree in Commerce from
the University of Melbourne, Australia and has obtained a Master’s Degree in
Applied Finance from Macquarie University in Sydney, Australia. He has also
obtained a Diploma in Practices in Chinese Laws and Regulations Affecting
Foreign Businesses jointly organized by Southwest University of Political
Science and Law, the PRC and the Hong Kong Management Association. He
is a member of CPA Australia and the American Institute of Certified Public
Accountants and the fellow member of Hong Kong Institute of Certified Public
Accountants. At present Mr. Chiu is an independent non-executive director of
King Stone Energy Group Limited (0663).

Mr. SUN Wei, aged 29, was appointed as an executive director of the
Company on 20 April 2009. Mr. Sun joined the Company in October 2008,
he has 7 years of experience in the development of the mining resources
business, he is responsible for business development in particular of exploring
new business and acquisition opportunities in line with the Company’s
business and growth strategies.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. TANG Ping Sum, aged 53, was appointed as an independent non-
executive director of the Company on 30 April 2009. He is a qualified
accountant and has over 11 years’ experiences in the securities industry in
Hong Kong. After about 4 years of services in the Securities and Futures
Commission in Hong Kong, Mr. Tang joined Hantec Group as general manager
from 1998 to 1999; and as executive director and deputy chairman in 2000
after the listing of the group on the main board of The Stock Exchange of
Hong Kong Limited in the same year, and until he left Hantec Group in 2006.
Mr. Tang then joined Taifook Securities Group Limited in 2007 as head of
Taifook’s China Division, responsible for developing the group’s securities
businesses in PRC. Mr. Tang left Taifook in 2008 and joined Tanrich Financial
Holdings Limited helping the chairman to implement structural improvements
and develop businesses in the PRC market. Mr. Tang is a degree holder of
Bachelor of Commerce and Master of Applied Finance, and he is licensed
to carry out regulated activities type 9 under the Securities and Futures
Ordinance.

Mr. CHENG Wing Keung, Raymond, aged 50, was appointed as an
independent non-executive director of the Company on 25 August 2007.
Mr. Cheng is a solicitor practicing in Hong Kong and has over 21 years
of experience in corporate, company secretarial and listing affairs. He
is an associate member of The Institute of Chartered Secretaries and
Administrators in United Kingdom and The Hong Kong Institute of Company
Secretaries in Hong Kong. He holds a degree in laws in the University of
London and a Master Degree in Business Administration in the University of
Strathclyde, Scotland. Mr. Cheng was an independent non-executive director
of Fortuna International Holdings Limited (0530) from 27 September 2004 to
20 September 2006. At present, he is an independent non-executive director
in three listed companies in Hong Kong: Skyfame Realty (Holdings) Limited
(0059), Emperor Capital Group Limited (0717) and China Investment Fund
Company Limited (0612).

Mr. LU Xin, aged 46, was appointed as an independent non-executive
director of the Company on 11 November 2008. He has accumulated over 21
years of experience in finance, investment and corporate management. Mr. Lu
graduated from Dongbei University of Finance and Economics in China and
holds a bachelor degree in Cameralistics, he also holds a MBA degree from
the University of South Australia. Mr. Lu was previously under the employment
of the Ministry of Finance of the People’s Republic of China and China Trust
and Investment Corporation for Economic Development. Mr. Lu was appointed
as the Vice Chairman and Managing Director of Sinofert Holdings Limited,
a company listed on the main board of the Stock Exchange (stock code:
297, formerly known as Wah Tak Fung Holdings Limited) during the period
from June 2001 to January 2004. Mr. Lu is at present the Chairman of World
International Consulting Limited.

COMPANY SECRETARY

Mr. CHOW Chi Fai, aged 39, who was appointed as the company secretary of
the Company on 29 December 2008 and possess over 15 years of experience
in accounting and finance field. Mr. Chow holds a bachelor’s degree in
Accountancy from the University of South Australia and is a member of the
Hong Kong Institute of Certified Public Accountants.
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The Company is committed to ensuring high standards of corporate
governance through the establishment and adoption of good practices
and procedures which are in the best interests of the Company and its
shareholders. The principles of corporate governance adopted by the
Company enhance board practices, internal controls, transparency and
accountability to the Company’s shareholders.

The Company applied the principles and complied with all code provisions
of the Code on Corporate Governance Practices (the “CG Code”) as set
out in Appendix 14 of the Rules Governing the Listing of Securities (“Listing
Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
throughout the accounting period covered by the annual report (the “Period”).

The Board will review the corporate governance practices and procedures
from time to time and shall make necessary arrangements when the Board
considers appropriate.

We have summarized the corporate governance practices and procedures
adopted by the Company during the Period as below:

THE BOARD OF DIRECTORS (THE “BOARD?”)

As at the date of this report, the Board comprises a total of seven directors,
including four executive directors and three INEDs. One of the INEDs has the
relevant accounting and related financial management expertise as required
by the Listing Rules. The names of the directors by category are as follows:

Executive directors
Ms. Geng Ying (Chairman) (Appointed on 1 August 2009)
Mr. Gao Feng (Vice-Chairman) (Appointed on 15 June 2009)
Mr. Chiu Sui Keung (Chief Executive Officer)
(Appointed on 20 Apr 2009)
Mr. Sun Wei (Appointed on 20 April 2009)
Mr. Cheung Shui Kwai (Resigned on 6 Apr 2009)
Mr. Chan Siu Chung (Resigned on 20 Apr 2009)
Mr. Javed Igbal Khan (Resigned on 6 Apr 2009)
Mr. Fong Wang (Resigned on 20 Apr 2009)
Mr. Ip Ki Cheung (Resigned on 15 June 2009)
Mr. Hung Chen, Richael (Resigned on 1 August 2009)

Non-executive director

Mr. Ip Ki Cheung (re-designated on 15 June 2009
and resigned on 15 July 2009)

Independent non-executive directors
Mr. Cheng Wing Keung, Raymond

Mr. Lu Xin

Mr. Tang Ping Sum (Appointed on 30 Apr 2009)
Mr. Cheng Hong Kei (Resigned on 30 Apr 2009)

Biographical details of each director are set out under the Directors and
Senior Management Profiles section on pages 14 to 15 of this annual report.

Each of the executive directors has respectively entered into a service
agreement with the Company for an initial term of three years but is subject to
retirement by rotation and is eligible for re-election.
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All of the independent non-executive directors have no fixed term of
appointment, but are subject to retirement by rotation and is eligible for re-
election.

None of the directors has any financial, business, family or other material or
relevant relationships among members of the Board.

The Company has received confirmation from each of the INEDs about his
independence pursuant to rule 3.13 of the Listing Rules. The Company is
of the view that all INEDs meet the independence rules and continues to
consider each of them to be independent.

The Board, as led by the Chairman and the Vice Chairman, is collectively
responsible for the set up of the Group’s overall strategies, operating and
financial policies, approval of annual budgets and business plans, evaluation
of the performance of the Company’s business, and oversight of the
management team. The management team is responsible for the day-to-day
operations of the Group under the supervision of the Managing Director.

CHAIRMAN, VICE CHAIRMAN AND CHIEF
EXECUTIVE OFFICER

The positions of the Chairman, Vice Chairman and the Chief Executive Officer
are held by separate individuals with a view to maintaining an effective
segregation of duties regarding the management of the Board and the day-to-
day management of the Group’s businesses.

The Chairman and the Vice Chairman lead the Board and oversees the
functioning of the Board to ensure that the Board acts in the best interests
of the Company and its shareholders, and Board meetings are planned and
conducted effectively. The Chairman is primarily responsible for the approval
of the agenda prepared by the Company Secretary for each Board meeting,
and taking into account, where appropriate, matters proposed by members
of the Board and including them in the agenda. With the support of the
Vice Chairman, other executive directors and the Company Secretary, the
Chairman seeks to ensure that all directors are properly briefed on issues
arising at Board meetings and receive sufficient and reliable information
in a timely manner before the Board meetings. The Chairman and the Vice
Chairman also actively encourage directors to engage in the Board’s affairs
and make contribution to the Board’s decisions.

The Chief Executive Officer is responsible for the day-to-day management
of the Group’s businesses, the formation and implementation of operating
and financial policies among the Group and accountability to the Board for
all the Group’s operations. The Chief Executive Officer together with the
management team ensure that the Company’s business plans are consistent
with the strategies and objectives established by the Board. In addition,
the Chief Executive Officer ensures that the Company meets its funding
requirements and closely monitors the operating and financial results
against the Company’s business plans and budgets, and takes remedial
actions if necessary. The Chief Executive Officer is also responsible for the
establishment and maintenance of an effective management team to assist
him in the day-to-day management of the Group’s businesses.
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BOARD PRACTICES

Regular Board meetings are scheduled in advance to give all directors an
opportunity to attend in person. Twenty Five regular Board meetings had been
held during the Period. Each of the directors has full access to information
of the Company and has access to the advice and services of the Company
Secretary in respect of compliance with board procedures and all applicable
rules and regulations. Each of the directors may also take independent
professional advice at the Company’s expense, if necessary, in accordance
with the approved procedures. The minutes of the Board are prepared by
the Company Secretary with details of the matters considered by the Board
and decisions reached, including any concerns raised by the members of the
Board or dissenting views expressed.

The Board held 25 meetings during the Period and the attendance record of
each member of the Board is set out below:

Executive directors

Ms. Geng Ying (Chairman)
(Appointed on 1 August 2009)

Mr. Gao Feng (Vice-Chairman)
(Appointed on 15 June 2009)

Mr. Chiu Sui Keung (Chief Executive Officer)
(Appointed on 20 April 2009)

TEERBE

EEEEN

EZTERERERDRARY FEFMEESHEHRS
BELEFE REPBRESTTTARESEERS
FoBEBTRIAQAZ—VEN LAURETE
EERFRFEERRARBAAFBLAANMERHERER
kR - SESTARRAERBERERZFSRE
VEXER FREXHEBAQARE - BEESSHM
ZECEERESCAE (BRESEHERE 2
ARAIEERREZTEAEEL) cESEERLHEHED
AWERRT -

EZeNZBBERNETTREE  ESERNUES
ZHERENT

Attendance of
Board meetings

Mr. Sun Wei (Appointed on 20 April 2009)
Mr. Cheung Shui Kwai (Resigned on 6 April 2009)
Mr. Chan Siu Chung (Resigned on 20 April 2009)
Mr. Javed Igbal Khan (Resigned on 6 April 2009)
Mr. Fong Wang (Resigned on 20 April 2009)
Mr. Ip Ki Cheung (redesignated to
non-executive director on 15 June 2009 and
resigned on 15 July 2009)
Mr. Hung Chen, Richael
(Resigned on 1 August 2009)

Independent non-executive directors

Mr. Cheng Wing Keung, Raymond

Mr. Lu Xin

Mr. Tang Ping Sum (Appointed on 30 Apr 2009)
Mr. Cheng Hong Kei (Resigned on 30 Apr 2009)

Directors in Attendance
2009/2010 Rate
R-STAE/
—SERHE
EFECHRE H %
RITES
BELL (EE)(R=ZZThE
NA—BEZME) 3/14 21%
BlEEE (RERE) (R=SZAF
NATHBEEME) 17/18 94%
HEmEEE (THER) (R=ZSThE
MAE-+HEZHE) 22/22 100%
BREEE (R-ZZNFNA-+HEZT) 14/22 64%
RREEE (R-EZNFNAABEME) 0/3 0%
RELEE (R-_ZBNFNA =+ HEE) 0/3 0%
EEREEE(R-ZSETAFHARNAEMT) 0/3 0%
FREE(RZZEANFEA =+ HEE) 0/3 0%
ERELE(R=TZAF~ATEA
AEREBTES
YRZZFZEAFELATHEARME 5/8 63%
HBEE (RZEZTIE
NA—HEE) 11/11 100%
BIARITES
(1P -5 13/25 52%
EREE 13/25 52%
BRAKREE(R-SEAFNA=THEZE) 14/21 67%
BEHEE (RZTZEAFNA=THEE) 2/4 50%
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APPOINTMENTS, RE-ELECTION AND REMOVAL
OF DIRECTORS

In accordance with article 86(3) of the Articles, any director appointed by the
board to fill a casual vacancy should be subject to election by Shareholders
at the first general meeting of the Company. In accordance with articles 87(1)
of the Articles, every director (including those appointed for a specific term
or holding office as Chairman of the Board or the Managing Director of the
Company) shall be subject to retirement by rotation at least once every three
years.

Under the CG Code, non-executive directors should be appointed for specific
terms, subject to re-election. Currently, the independent non-executive
Directors have no set term of office but are subject to retirement by rotation at
annual general meetings of the Company in accordance with the Company’s
articles of association.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS OF LISTED ISSUERS (THE
“MODEL CODE”)

The Company adopted a code of conduct regarding directors’ securities
transactions as set out in the Model Code in Appendix 10 of the Listing
Rules on the terms no less exacting than the required standard set out in the
Model Code throughout the Period. After having made specific enquiry to
all directors of the Company, the directors are of the opinion that they have
complied with the required standard set out in the Model Code and its code of
conduct regarding directors’ securities transactions throughout the Period.

ACCOUNTABILITY

The following statement, which sets out the responsibilities of the directors
in relation to the financial statements, should be read in conjunction with, but
distinguished from, the Independent Auditors’ Report on pages 38 to 41 of
the annual report which acknowledges their reporting responsibilities as the
external auditors of the Company:

(i) Annual and Interim Reports and Financial Statements
The directors acknowledge their responsibility to prepare the financial
statements of the Company and of the Group for each financial year
which gives a true and fair view of the state of affairs of the Company
and of the Group as at the year end and of the Group’s profit or loss and
cash flow for the year then ended.

(ii) Accounting Policies
In preparing the financial statements for each financial year, the directors
have selected appropriate accounting policies and apart from those
new and amended accounting policies as disclosed in the notes to
the financial statements, have applied them consistently with previous
financial periods. Judgments and estimates have been made that are
prudent and reasonable.
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(iii) Accounting Records

The directors are responsible for ensuring that the Group keeps
accounting records which disclose with reasonable accuracy the
financial position of the Group and enable the preparation of financial
statements in accordance with the Hong Kong Financial Reporting
Standards issued by the HKICPA, accounting principles generally
accepted in Hong Kong and the disclosure requirements of the Hong
Kong Companies Ordinance and applicable disclosure provisions of the
Listing Rules.

(iv) Safeguarding Assets
The directors are responsible for taking all reasonable and necessary
steps to safeguard the assets of the Group and to prevent and detect
fraud and other irregularities.

(v) Going Concern
The directors, having made specific enquiries, consider that the Group
has adequate resources to continue in operational existence for the
foreseeable future and that, for this reason, it is appropriate to adopt
the going concern basis in preparing the financial statements of the
Company and of the Group.

BOARD COMMITTEES

As an integral part of good corporate governance, the Board has established
the following Board Committees to oversee particular aspects of the
Company’s affairs. A majority of the members of each of these Committees
is INEDs. Each of the Audit, Remuneration and Nomination Committee is
governed by its respective terms of reference.

AUDIT COMMITTEE

The Audit Committee comprises the three INEDs, chaired by Mr. Tang Ping
Sum and the other two members of the Committee are Mr. Cheng Wing
Keung, Raymond and Mr. Lu Xin.

The terms of reference of the Audit Committee is based on “A Guide for the
Formation of an Audit Committee” and updated by “A Guide for Effective
Audit Committees” as issued by the HKICPA (previously known as the Hong
Kong Society of Accountants) in December 1997 and in February 2002
respectively. It sets out the powers and duties of the Audit Committee, which
includes those as set out in code provisions C.3.3(a) to (n) of the CG Code,
and is reviewed by the Board from time to time.

The Audit Committee meets regularly with the management and the external
auditors of the Company and reviews matters relating to audit, accounting
and financial statements as well as internal control, risk evaluation and general
compliance of the Group, and reports directly to the Board. It reviews the
external auditors about their independence and objectivity and holds meetings
with, the external auditors to discuss the nature and scope of audit and
reporting obligations and also makes recommendations to the Board on the
selection, appointment, resignation or dismissal of the external auditors.
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The Audit Committee held two meetings during the Period and the attendance

ERZEECHZHMBRNRT2AER  8EREES

record of each Audit Committee member is set out below: KEZHELESIOT :
Attendance
of Audit
Committee
meetings in Attendance
2009/2010 Rate
R-ZBhAE
—SFRHE
FEZEAY
FERE =
Independent non-executive directors BIUAFBTESE
Mr. Cheng Wing Keung, Raymond BROK 98 S A& 2/2 100%
Mr. Lu Xin EREE 2/2 100%
Mr. Tang Ping Sum (Appointed on 30 Apr 2009) BRHREE(R-BEZENFHNA=THEZMF) 2/2 100%
Mr. Cheng Hong Kei (Resigned on 30 Apr 2009) BB R A S A ( E(‘— ZEZAFMA =1+ HEE) N/ATiE A N/AT3E A
The major work performed by the Audit Committee during the Period is EREEENZPBEABTZTEI/EHMHOT -
summarized below:
() Review of Financial Statements (i) ERMBEER
The Audit Committee met and held discussions with the Group’s external EREEEHAEEIINERSEIR SN EEE
auditors and senior management, and reviewed the draft annual report BOSERRETHR YNESSIEHMEERE
and financial statements for the year ended 31 March 2010 and interim BRI EMNBE_E—ZTF=A=1+—HILEE
report and financial statements for the six months ended 30 September CPERNBEBRERURBE-_EZENFELA=T
2009 before making recommendations for the Board’s approval. It BIEAEBZHRHHERERBER2ER - B
reviewed and discussed the management’s reports and representations ZECSEMHRTHEEEB 2 RELRM  EEE
with a view to ensuring that the Group’s consolidated financial GAREEZHEMBREDNEBEEBL B2
statements are prepared in accordance with the accounting principles eHEREAIR EHRAMET ASAZ2ERIEERER
generally accepted in Hong Kong and the applicable disclosure Blo
requirements of Appendix 16 to the Listing Rules.
(ii) Review of the Company’s financial controls, risk (i) BEFLAFICHEERE REBEETERA

management and internal control systems

The Audit Committee reviewed the process by which the Group
evaluated its control environment and its risk assessment process, and
the way in which business and control risks were managed. It made
recommendations to the Board about the effectiveness of internal control
systems in the Group’s business operations. These controls and systems
allowed the Board to monitor the Company’s overall financial position
and to protect its assets.

REMUNERATION COMMITTEE

The Remuneration Committee comprises two INEDs and one executive
director, chaired by Mr. Tang Ping Sum and the other two members of the
Committee are Mr. Cheng Wing Keung, Raymond and Mr. Chiu Sui Keung.

The Remuneration Committee’s major responsibilities include the review of the
Company’s policy and structure for all remuneration of directors and senior
management and the establishment of a formal and transparent procedure
for developing policy on such remuneration, and the review and approval
of performance-based remuneration by reference to corporate goals and
objectives.

The Remuneration Committee held two meeting during the Period.
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NOMINATION COMMITTEE

The Nomination Committee comprises two INEDs and one executive director,
chaired by Mr. Cheng Wing Keung, Raymond and the other two members of
the Committee are Mr. Tang Ping Sum and Mr. Lu Xin.

The Nomination Committee’s major responsibilities include:

(i) to review of the structure, size and composition of the Company’s
Board of Directors including, inter alia, the skills, knowledge, integrity,
accomplishment and experience in the relevant industry;

(i)  to identify individuals suitably qualified to become Board members and
make recommendations to the Board on the selection of individuals
nominated for directorship;

(iii) assess the independence of independent non-executive directors; and

(iv) to make recommendations to the Board on relevant matters relating to
the appointment or reappointment of directors and succession planning

for directors.

The Nomination Committee held two meeting during the Period.

Directors

EE

Mr. Cheng Wing Keung, Raymond BBk R &
Mr. Lu Xin EREE

Mr. Ip Ki Cheung (Resigned on 15 July 2009)

Mr. Tang Ping Sum (Appointed on 9 December 2009)

Mr. Sun Wei (Appointed on 15 July 2009 and
resigned on 9 December 2009)

The Nomination Committee has reviewed and discussed (1) the prevailing
structure, size and composition of the Board; (2) the independence of
the INEDs; and (3) nomination of directors for re-election at the forth
coming annual general meeting. The Nomination Committee has made
recommendations to the Board.

In selecting a suitable candidate to become a member of the Board, the
Nomination Committee will consider various criteria such as education,
qualification, experience and reputation of such candidate.
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HRKREE (RZEEAFTZANBEEME)
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Attendance of

Nomination

Committee

meeting

in 2009/10

R-BEhE
—ZEMHE  Attendance
REZRY Rate
ERRE HE %
2/2 100%
2/2 100%
N/ATER N/ATE A
N/ATIE A N/ATEH
100%
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INTERNAL CONTROL AND GROUP RISK
MANAGEMENT

The Board has overall responsibilities for maintaining sound and effective
internal control systems of the Group. The Group’s systems of internal control
include a defined management structure with limits of authority which is
designed to help the achievement of business objectives, safeguard assets
against unauthorised use or disposition, to ensure the maintenance of
proper accounting records for the provision of reliable financial information
for internal use or for publication, and to ensure compliance with relevant
legislation and regulations. The system is designed to provide reasonable, but
not absolute, assurance against material misstatement or loss and to manage
rather than eliminate risks of failure in operational systems and achievement of
the Group’s objectives.

(i) Organisational Structure
An organisational structure with operating policies and procedures, lines
of responsibility and delegated authority has been established.

(ii) Authority and Control
The relevant executive directors and senior management are delegated
with respective levels of authorities with regard to key corporate strategy
and policy and contractual commitments.

(iii) Budgetary Control and Financial Reporting
Proper controls are in place for the recording of complete, accurate
and timely accounting and management information. Regular reviews
and audits are carried out to ensure that the preparation of financial
statements is carried out in accordance with generally accepted
accounting principles, the Group’s accounting policies and applicable
laws and regulations.

(iv) Group Risk Management
The Group has developed and implemented risk mitigation strategies
including the use of insurance to transfer the financial impact of risk
upon directors and senior management.

The Board, has reviewed the effectiveness of the Company’s system of
internal control over financial, operational and compliance issues for the
year 2010 and concluded that the Company has set up a sound control
environment and necessary control mechanism to monitor and correct non-
compliance. The Board is satisfied that the Company in 2010 fully complied
with the provisions on internal controls as set out in CG Code.
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Corporate Governance Report

EXTERNAL AUDITORS

HLB Hodgson Impey Cheng (“HLB”) are currently appointed as the external
auditors of the Company, which provides audit and non-audit services to
the Company. In order to maintain HLB’s independence and obijectivity and
the effectiveness of the audit process in accordance with the applicable
standards, the Audit Committee, under its terms of reference, holds meetings
with HLB to discuss the nature and scope of their audit and related fees,
and to approve the nature and scope of non-audit services requested by the
Company and related fees.

The nature of audit and non-audit services provided by HLB and fees paid
to HLB (including any entity that is under common control, ownership or
management with the audit firm or any entity that a reasonable and informed
third party having knowledge of all relevant information would reasonably
conclude as part of the audit firm nationally or internationally) are set out
below:

Auditors’ remuneration: M2 :
- Audit services - ZERE
- Tax services — PSR
- Other services —HA R

TEERBE

SIS 4% By B

HESTMERA(EFH) ARETARDT Z/E
BEE > MARARMRBRFLBRE - BESE
FERRBAZAETRBEFZBY FEREXN
BEREESCHRESENEEFRTERUTWE
BRBzHEREEAREHEER  TEHRQFER
ZHhRBBRB2UMEREEUREFEER -

BEERUEIABRILERBE 2HERINS TEE (B
FHESAMEBMZIHAREY  BAREE ZEMH
B RABFEEBEN A BABE=AUSER
ERZEMEBAMEAANNEER D B2 EMEE) 2
BRWT :

HK$’ 000
TERT

700

700

The Board has accepted the recommendation from the Audit Committee on
re-appointing HLB as the external auditors of the Company.

ETSCEMBERZESENERRAFRE 2RI
B2 EBREE -
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The board of directors (the “Board”) submit herewith their report and
the audited financial statements of Sino Resources Group Limited (the
“Company”) and its subsidiaries (together the “Group”) for the year ended 31
March 2010.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of the
principal activities of the Company’s subsidiaries are set out in note 18 to the
consolidated financial statements. There were no significant changes in the
nature of the Group’s principal activities during the year.

PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries as at 31 March 2010 are set
out in note 18 to the consolidated financial statements.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 March 2010 and the state of affairs
of the Company and the Group at that date are set out in the consolidated
financial statements on pages 42 to 127.

The directors do not recommend the payment of a final dividend (2009: Nil) in
respect of the year to shareholders of the Company.
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SUMMARY FINANCIAL INFORMATION

The following is a summary of the published consolidated results and of the

assets and liabilities of the Group:

Report of the Directors
EEEHRE

MERTHREBE

UTAAEEEHB RN EEREENE .

RESULTS Rig
For the year ended 31 March 2010 HEZT-THE-A-F+—HIEFE
2010 2009
-5 —EELEF
Notes HK$’ 000 HK$’ 000
B = FHET FHExT
(restated)
(L& 5)
Continuing operations BEEEES
Turnover EEX 7 87,374 213,440
Other revenue H by & 7 3,290 2,434
Other income HAib g A 8 1,276 2,621
Advertising and promotion expenses EEREREMEX (9,467) (31,507)
Agency commission REFS (5,746) (18,275)
Amortisation and depreciation of RESER BERITE
trade shows and exhibition operation (928) (4,434)
Hotel and travel package expenses BIERKREEZERX (3,028) (11,224)
Operating lease rentals KEHEES (6,792) (39,700)
Staff costs BIRA& (26,899) (52,454)
Other operating expenses HihEEM X (59,574) (95,953)
Gain on disposal of a subsidiary HE—EHB QR Z KR 39 2,032 -
Impairment loss recognised in respect of RYE - BERRBER (377) -
property, plant and equipment ZREEE
Impairment loss recognised in respect of ERIABLEEZREESE
intangible assets - (8,407)
Loss from operating activities BEEBER 8 (18,839) (38,459)
Finance costs B A 9 (22,924) (14,031)
Loss before tax BRMEER (41,763) (52,490)
Taxation 1A 12 1,156 2,243
Loss for the year from continuing operations ANEERBEFELLEBZER (40,607) (50,247)
Discontinued operations BRIEBEES
(Loss)/profit for the year from AEERBEKILE
discontinued operations meRER s (BR), /B 13 (797,129) 106,805
(Loss)/profit for the year FEE(BR) Ee (837,736) 56,558
Other comprehensive income HthZ2ZEEA
Exchange differences on translating BEBIMNEERBEZERESR
foreign operations (254) (1,317)
Net loss arising on revaluation of TREMITHEE
available-for-sale financial assets M EEEEZ
during the year EBRFHE - (1,965)
Reclassification adjustments relating to EREFERMEEZ
available-for-sale financial assets disposed AMEENBEEEZ
of during the year EHDERE - 4,351
Other comprehensive income for XEEHM2EKA  MIBRRIE
the year, net of tax (254) 1,069
Total comprehensive income XEEZEBA#RE
for the year (837,990) 57,627
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EEZEg®RE

SUMMARY FINANCIAL INFORMATION (continued) BEISHEE @
2010 2009
—E—-ZF —EERF
Notes HK$’ 000 HK$’ 000
B 5 FHET FET
Dividends Be 15 - -
(Loss)/profit attributable to: BERTHIALTZER (FHE):
Owners of the Company EABESA (837,736) 56,558
Total comprehensive income BERTIIALTZ
attributable to: 2HEUAHEE:
Owners of the Company ELFEEBA (837,990) 57,627
(Loss)/earnings per share attributable ENFHB AR
to owners of the Company SEREF (FE) 16
For continuing and discontinued operations BERCKRILEEER
- Basic —-EXK (77) cents 7 cents
- Diluted . P-1 (77) cents 6 cents
For continuing operations BERSEEK
- Basic —HK (4) cents (6) cents
— Diluted - (4) cents (6) cents

The accompanying notes form an integral part of these financial statements.
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SUMMARY FINANCIAL INFORMATION (continued)

2010
—Z-ZF
HK$’ 000
FHET

Assets and liabilities HEHAR
Non-current assets ERBEE 1,886
Current assets REBEE 192,747
Current liabilities REBBEE (362,251)
Non-current liabilities ERBEE (136,002)
(303,620)

Report of the Directors
EEEHRE

MEBEETHEE @

As at 31 March

W=R=+—H
2009 2008 2007 2006
—EENE —EENE —EELHF —EERE
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
FExT FExT FiEx FET
1,234,355 1,030,397 65,178 63,082
159,907 142,012 55,670 93,275
(582,320) (689,400) (74,022) (79,151)
(204,846) (303,569) (1,030) (3,702)
607,096 179,440 45,796 73,504

Note: The results of the Group for the two years ended 31 March 2009 and 31
March 2010 and its assets and liabilities as 31 March 2008, at 31 March
2009 and 2010 are those set out on pages 42 to 45 of the consolidated
financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the year are set out in note 17 to the consolidated financial statements.

SHARE CAPITAL AND SHARE OPTION

Details of movements in the Company’s share capital during the year and
details of the Company’s share option scheme are set out in notes 33 and 35
to the consolidated financial statements.

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 is incorporated, which would oblige the Company to offer new
shares on a pro-rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

The Company or any of its subsidiaries had not purchased, redeemed or sold
any of the Company'’s listed securities during the year.

BORROWINGS

Details of the borrowings of the Group are set out in note 27 and 29 to the
consolidated financial statements.

K : AEBEE-_ZTTAE=ZA=+-HBR=-Z-F
FZA=T-BLMABFEZEXERHER=-ZZ
NE=ZRA=+-—BR-ZZZAFR-_Z-ZF=
B=+-BzEEREEDRENMERKRE42
ZH45H ©

YR -BERRMW

FEBFRAZYE BERRBEBFBERARGSH
BEmARMEET

BRE - WiER2ARIES

RRARFRAZRASBFERAQDBREFEIRRA
BREZFEHERGRES M BRRMEIBRIS -

BximEE

RAARAAASERANSIRERS (RO AEMA
MR EERE) EOIBERERNELBER 2K
X MESARBAREAERERRBEEHRKRG -

ME MOXHSFL2FRZLETES

AARFEEAMBLARAEFARERE  BORE
ERAARRATRzEmRES -

B8
FEBERECHBRANGEMBERMRMT27R29 -
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RESERVES

Details of movements in the reserves of the Company and the Group during
the year are set out in note 34 to the consolidated financial statements and in
the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

At 31 March 2010, the Company did not have any reserves (2009: Nil),
available for cash distribution and/or distribution in specie, calculated in
accordance with the Companies Law (2003 Revision) of the Cayman Islands,
and no final dividend (2009: Nil) has been proposed out of such reserves
for the year. In accordance with the Companies Law (2003 Revision) of the
Cayman Islands, a company may make distributions to its members out of the
contributed surplus accounts under certain circumstances. In addition, the
Company’s share premium account, in the amount of HK$448,713,000 (2009:
HK$390,328,000) may be distributed in the form of fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers
accounted for approximately 22% (2009: 46%) of the Group’s turnover for
the year and turnover attributable to the largest customer included therein
amounted to approximately 12% (2009: 15%). Purchases from the Group’s
five largest suppliers accounted for approximately 91% (2009: 78%) of the
Group’s cost of exhibitions for the year and the fees paid to the largest
supplier accounted for approximately 63% (2009: 28%) of the Group’s cost of
exhibitions for the year.

None of the directors of the Company, or any of their associates or any
shareholders (which, to the best knowledge of the directors, own more than
5% of the Company’s issued share capital) had any beneficial interest in the
Group’s five largest customers or suppliers.

DIRECTORS

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

Executive directors

Ms. Geng Ying (Appointed on 1 August 2009)

Mr. Gao Feng (Vice-Chairman) (Appointed on 15 June 2009)

Mr. Chiu Sui Keung (Chief Executive Officer)
(Appointed on 20 April 2009)

Mr. Sun Wei (Appointed on 20 April 2009)

Mr. Cheung Shui Kwai (Resigned on 6 April 2009)

Mr. Chan Siu Chung (Resigned on 20 April 2009)

Mr. Javed Igbal Khan (Resigned on 6 April 2009)

Mr. Fong Wang (Resigned on 20 April 2009)

Mr. Ip Ki Cheung (Resigned on 15 June 2009)

Mr. Hung Chen, Richael (Resigned on 1 August 2009)

Non-executive directors
Mr. Ip Ki Cheung (Re-designated on 15 June 2009
and resigned on 15 July 2009)

Independent non-executive directors
Mr. Cheng Wing Keung, Raymond

Mr. Lu Xin

Mr. Tang Ping Sum (Appointed on 30 Apr 2009)
Mr. Cheng Hong Kei (Resigned on 30 Apr 2009)
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D|RECTORS (continued)

In accordance with articles 86(3) of the Articles, Ms. Geng Ying, Mr. Gao Feng,
Mr. Chiu Sui Keung, Mr. Sun Wei, Mr. Tang Ping Sum, Mr. Lu Xin and Mr.
Cheng Wing Keung, Raymond will be eligible for re-election at the forthcoming
annual general meeting.

The Company has received confirmation from each of the INEDs about his
independence pursuant of rule 3.13 of the Listing Rules. The Company is of
the view that all INEDs meet the independent rules and continues to consider
each of them to be independent.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 14 to 15 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

The executive directors, Ms. Geng Ying, Mr. Gao Feng, Mr. Chiu Sui Keung
and Mr. Sun Wei have entered into service agreements with the Company for
an initial term of three years commencing on 15 June 2009, 20 April 2009, 20
April 2009 and 1 August 2009 respectively.

All INEDs have no fixed terms of appointments. No service agreement has
been or will be entered into between the Company and either of the INEDs.

Apart from the foregoing, 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
other than statutory compensation.
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DIRECTORS’ REMUNERATION

During the year, directors’ remuneration, comprised payments to the directors
of the Company and its subsidiaries in connection with the management of the

affairs of the Group, is as follow:

Name of director
EF%

2010:
Executive directors
Ms. Geng Ying
(Appointed on 1 August 2009)
Mr. Gao Feng (Vice-Chairman)
(Appointed on 15 June 2009)

Mr. Chiu Sui Keung

(Chief Executive Officer)

(Appointed on 20 April 2009)
Mr. Sun Wei

(Appointed on 20 April 2009)
Mr. Cheung Shui Kwai

(Resigned on 6 April 2009)
Mr. Chan Siu Chung

(Resigned on 20 April 2009)
Mr. Javed Igbal Khan

(Resigned on 6 April 2009)
Mr. Fong Wang

(Resigned on 20 April 2009)
Mr. Ip Ki Cheung

(Re-designated on 15 June 2009)
Mr. Hung Chen, Richael

(Resigned on 1 August 2009)

Non-executive directors

Mr. Ip Ki Cheung
(Re-designated on 15 June 2009
and resigned on 15 July 2009)

Independent non-executive
directors
Mr. Cheng Wing Keung, Raymond
Mr. Lu Xin
Mr. Tang Ping Sum
(Appointed on 30 Apr 2009)
Mr. Cheng Hong Kei
(Resigned on 30 Apr 2009)

Fees
e
HK$' 000
FTir

~5-35:
BITES
RELL(H-FENE

NA-REZ) -
BBEE(FZE)

(R=EEAF

AP TEREEF) -
MR EE (FHRAR)

(R=FEAE

MA=1AEZSH) -
BRAE(H-FENE

MA=1AEZSH) -
RRERE(W-EENE

BB BB -
REBEE(K-EENE

AA=THEE) -
EEBELE (H-FENE

BB BB 1
FERE(H-EEAE

AA=THEE) 3
ERBRE(W-EENE

AA1EAFE) -
RErE(H-FELE

NA-HEHF) -

FHTEE

BASRER-FENE
AATEAHE
PR=EENELATRARE)

BUFMTEE

Bxars 120
EMEE 120
BRHEE(W-EENE
AE=1HEZH) 10
BEREE(K-EENE
AA=THEE) 10

364

Basic
salaries

Exig
HK$’ 000
TERL

333

1,438

951

260

26

88

457

1,102

4,745

ESHe
5 EEWS (BEREEAREEBTLAT AL

AREMBLARRESZHR)WT :

Housing
allowances

RERR
HK$’ 000
TERL

244

304

Bonuses
el
HK$’ 000
TER

Provident
fund
contributions
LHEER
HK$’ 000
THR

43

Total
2t
HK$' 000
TR

333

1,448

963

27

4

135

705

1,196

120
120

110

5,456
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DIRECTORS’ REMUNERATION (continued)

Name of director
EFfta

2009:

Executive directors

Mr. Ip Ki Cheung
(re-dlesignated on 15 June 2009)

Mr. Cheung Shui Kwai
(resigned on 6 April 2009)

Mr. Chan Siu Chung
(resigned on 20 April 2009)

Mr. Hung Chen, Richael
(appointed on 29 April 2008 and
resigned on 1 August 2009)

Mr. Ma Li Shan
(appointed on 7 June 2008 and
resigned on 16 January 2009)

Mr. Javed Igbal Khan
(appointed on 7 June 2008 and
resigned on 6 April 2009)

Mr. Fong Wang
(appointed on 7 June 2008 and
resigned on 20 April 2009)

Non-executive director

Mr. Ip Ki Cheung
(re-designated on 15 June 2009 and
resigned on 15 July 2009)

Independent non-executive
directors
Mr. Cheng Wing Keung, Raymond
Mr. Cheng Hong Kei
(appointed on 7 June 2008 and
resigned on 30 April 2009)
Mr. Lu Xin
(appointed on 11 November 2008)
Mr. John Reynolds
(appointed on 7 June 2008 and
resigned on 11 November 2008)
Mr. Chan Wing Yau, George
(resigned on 7 June 2008)
Mr. Law Sung Ching, Gavin
(resigned on 7 June 2008)

Fees
e
HK$'000

TiEn

ZEENE:
BITEE
ERERE (W-EENE

AATERHE) -
RRERE(K-EENE

AAAABHE) -
REEREKW-EENE

BF=1+HFE) -
HEEE(K-EENE

BAE=-+AREZF

TR-EZNE/ G- AR -
BULAE(K-FE/ £

NAtHEEFE
TR-ZZNE-F1NAEHF) -
BEELE

(R-BENEAF+HEEF
TR-EENETA~AGE) 49
FEEE

(R=EZNEAFLHEEF
URZEEAENA =+ HEE) 49

FHTEE
ELERE

(R=EENEAFTHAHE
YRZEENFLATEARHE) -

BUFBTES

5 E ko 120
BESE

(R=ZENENFLAEEF
URZEEAENA=+HEE) 98
EmEE

(H=ZFENE1-A1-HEZH) 47
John Reynolds 4

(R=ZENENFLAEEF
UR-FEENEF-F+-A#H) 52
RXHLE

(R=ZEENENFLAGHE) 22
EREAE

(R=ZENEAF+HBHE) 22

459

Basic
salaries

ExFe
HK$'000

FiEx

1,575
1,575

1,575

1,685

425

6,835
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Housing

allowances Bonuses

EERN (28

HK$°000 HK$'000

T Fhr

840 131

840 131

840 131

- 264

2,520 657

EEEHRE

Provident
fund
contributions Total
LAHeER L
HK$'000 HK$'000
TEn FEr
12 2,558
12 2,558
12 2,558
12 1,961
8 433
- 49
- 49
- 120
- 98
- 47
- 52
- 22
- 22
56 10,527

There was no arrangement under which a director waived or agreed to waive
any remuneration during the year.

FRAYEEENRAEREREEAMNE 228 -
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DIRECTORS’ INTERESTS IN CONTRACTS

No director had a significant beneficial interest, either directly or indirectly,
in any contracts of significance to the business of the Group to which the
Company, its holding company or any of its subsidiaries was a party during
the year. Save as disclosed in this report, none of the director has had any
direct or indirect interest in any assets which have been acquired or disposed
of by, or leased to, or which are proposed to be acquired or disposed of by, or
leased to, any member of the Group during the year.

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES

Save as disclosed below, as at 31 March 2010, none of the directors had
any beneficial interests (including interests or short positions) in the shares,
underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (“SFO”)) which would be required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including the interests and short positions which they are taken or deemed
to have taken under such provisions of the SFO), or which will be required,
pursuant to section 352 of the SFO, to be entered in the register referred to
in that section, or will be required, pursuant to the Model Code in the Listing
Rules, to be notified to the Company and the Stock Exchange.

Long positions in the shares of the Company

Number of

EEzahER

AAF - HERQAHHETHE 2B R FRBERT
VERESHEYHEEFEARESEEMHYAREBE

FEERZEMEGHN -REABRESKEEN  FRE
EENEEEABAEEAAEREIMAREQRBA
HEXHEREBA - HESHEZEFNEEZEM

EERERTHRARRKG - AR
MRRGZHZRHKE

RTXREEN R-Z-ZF=A=+—H #HE
EERARAAHEEMBHELT (REESRBEFRA
(TRERBMERD D EXVEFAET ZEE) 2RD
HERORESTHEERER S RPERHEXVIRH
BIRSAMAANEALARBER I (BERBERESR
HERG2ERBRIBEEFIREREE 2BER K
B) AR E 5 R BB R 5 5535215 2 2 R R s2 AR B A
ReBTMRERBERETANELARARBR A2
FREHER (BEREHIAR) -

RELXFIRBZIHE

Approximate percentage

Name of directors Shares interested Capacity Holding of shares
EEnR FREgzRiAMAE 514 BEREBHESL
Mr. Guo Feng (Note 1) 178,000,000 Beneficial owner 15.98%
=g A (EET) EREBA

178,000,000 Interest of a controlled corporation 15.98%

BEZESARZRER

Notes: Kiat -
1. Mr. Gao Feng is beneficially interested in the entire issued share capital of 1. BSEELEBEZBEBACE Channel Limitedz 28 8

ACE Channel Limited.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the share option scheme as set out in note 35 to
the consolidated financial statements, at no time during the year was the
Company, its holding company or any of its subsidiaries a party to any
arrangement to enable the Company’s directors, their respective spouse or
children under 18 years of age to acquire benefits by means of the acquisition
of shares in or debentures of the Company or any other body corporate.
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SHARE OPTION SCHEME

Details of the Company’s share option scheme are set out in note 35 to the
consolidated financial statements.

During the year ended 31 March 2010, no share option was exercised by the
Company’s employees and no share option was granted to the Company’s
employees. No share option was outstanding as at 31 March 2010.

SUBSTANTIAL SHAREHOLDERS AND
INTERESTS DISCLOSABLE UNDER THE SFO
As at 31 March 2010, the following interests of 5% or more of the issued

share capital of the Company were recorded in the register of interests
required to be kept by the Company pursuant to Section 336 of the SFO:

Report of the Directors
EEEHRE

ARRRHEEH R
7 TN B 812 BB RN A ISR RR DS -

HE-_Z-ZF=-A=+t-RLFE VTEBEREE
AAREETERTEBRERTAQAFES - SiE
BRER-_ZZNF=ZA=1+-—BAEKRTE-

FERRREBESFRUBAEGHA
FHRECHR

R=Z-BE=A=+—-0 RADSRITRAS%S
b2 TR T B A D AR B % R SR
336HAFE 2 BEBEMN :

Approximate
percentage of
existing issued
ordinary share

Number of
Name of shareholders Notes shares interested  Nature of interests
ARG
BEEE &8 B BBE HEKH
Mega Wealth Capital Limited 1 100,000,000 Long positions
(“Mega Wealth”) 33}
(T'Mega Wealth )
Webright Limited 1 98,000,000 Long positions
(“Webright”) )
(T Webright )
Mr. Hung Chen Richael 1 423,640,000 Long positions
(“Mr. Hung”) HE
s (HEE)) 198,000,000 Long positions
¥R
Toeca National Resources B.V. 2 215,200,000 Long positions
(“Toeca National”) HE
([Toeca National]) 118,000,000  Short positions
wR
Ramphastos Investments N.V. 2 215,200,000 Long positions
(“Ramphastos Investments”) 3}
([Ramphastos Investments J) 118,000,000  Short positions
wE
Boekhoom Marcel Martinus 2 215,200,000 Long positions
Jacobus Johannes 33
(“Boekhoom Marcel”) 118,000,000  Short positions

([ Boekhoom Marcel ])

S A
2§)

capital of
Capacity the company
FSAFRFERT
BERREDZ
4] FREBHESL
Beneficial owner 8.98%
BERBEEA
Beneficial owner 8.80%
EREBA
Beneficial owner 38.03%
BEREEA
Interest of a controlled corporation 17.78%
BEZEAAR 2R
Beneficial owner 19.32%
ERBEEA
Beneficial owner 10.59%
EREREA
Interest of a controlled corporation 19.32%
BEZEHAR 2R
Interest of a controlled corporation 10.59%
BEZEGAR 2 ER
Interest of a controlled corporation 19.32%
BEZEAAR 2 ER
Interest of a controlled corporation 10.59%

BEAZEHNAR 2 ES
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SUBSTANTIAL SHAREHOLDERS AND
INTERESTS DISCLOSABLE UNDER THE SFO

(continued)

Number of
Name of shareholders Notes shares interested  Nature of interests
FRiEg
T 3194 1] B i Riz®E #HEIHHE
ACE Channel Limited 3 178,000,000 Long positions
(“ACE Channel”) HE
(TACE Channel )
Mr. Gao Feng 3 178,000,000 Long positions
)
Mr. Mak Wai Chun 118,000,000 Long positions
(“Ms. Mak”) #aE
28y (£uat]) 118,000,000
Mr. Wan Chuen Chung, Joseph 118,000,000 Long positions
(“Mr. Wan”) HE
FRELEE((FRELE]) 118,000,000 Long positions
)
Notes:

1.

These 423,640,000 shares include the aggregate of 76,640,000 shares is
beneficially owned by Mr. Hung, a former executive director (Resigned on 1
August 2009), and the outstanding principal amount of the Convertible Notes
as at 31 March 2009 was HK$173,500,000, which can be converted into
347,000,000 ordinary shares at a convertible price of HK$0.5 shares.

Mr. Hung is the beneficially interested in the entire issued share capital
of Mega Wealth and Webright. By virtue of the SFO, he is deemed to be
interested in the 100,000,000 shares beneficially owned by Mega Wealth and
98,000,000 shares beneficially owned by Webright. Accordingly, Mr. Hung is
deemed to be interested in these 621,640,000 shares under the SFO.

Boekhoom Marcel has the ultimate beneficial interest in the entire issued
share capital of Toeca National and Ramphastos Investments. By virtue of
the SFO, Boekhoom Marcel is deemed to be interested in these 215,200,000
shares beneficially owned by Toeca National.

Mr. Gao is the beneficially interested in the entire issued share capital of
ACE Channel. By virtue of the SFO, he is deemed to be interested in the
178,000,000 shares beneficially owned by ACE Channel.

This percentage is calculated based on the existing issued share capital of
the Company as at 31 March 2010.
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Approximate
percentage of
existing issued
ordinary share

capital of
Capacity the company
LFRRBERT
BEREREPE
{3 FREHNAEILL
Interest of a controlled corporation 15.98%
RESESNARZER
Beneficial owner 15.98%
BERERA
Interest of a controlled corporation 10.59%
BESEAAR R
Interest of Spouse 10.59%
[ g
Interest of Spouse 10.59%
[ 5
Interest of a controlled corporation 10.59%
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MANAGEMENT CONTRACTS

During the year, save for the service contracts of the directors, the Company
had not entered into any contract with any individual, firm or body corporate
to manage or administer the whole or any substantial part of any business of
the Company.

CONTRACTS OF SIGNIFICANCE

(1) Unsecured loans from Mr. Hung Chen, Richael, a former executive
director and a substantial shareholder who resigned on 1 August 2009,
under the followings terms:

()  principal amount of HK$3,000,000, bearing interest at a fixed rate of
8% per annum due on 3 December 2009;

(i)  principal amount of HK$8,000,000, bearing interest at a fixed rate of
8% per annum due on 8 March 2010; and

(iiiy  principal amount of HK$28,500,000, bearing interest at a prime rate
plus 5% (i.e. 10%) per annum due on 15 October 2009.

(2) The amount due to ACE Channel Limited, beneficially owned by Mr.
Gao Feng, an executive director and a substantial shareholder of the
Company, is the principal amount and interests and details terms are
summarized as follows:

1)  HK$70,000,000 loan is unsecured, bearing interest at a prime
rate plus 5% (i.e. 10%) per annum due on 15 October 2009, and
renewed on 1 March 2010 with bearing interest at a fixed rate 1.6%
per month and due on 31 May 2010;

2) HK$10,000,000 loan is unsecured, bearing interest at a fixed rate
1.6% per month and due on 31 May 2010; and

3) HK$3,684,200 loan is unsecured, bearing interest at a prime rate
plus 5% (i.e. 10%) per annum due on 18 December 2009, and
renewed on 1 March 2010 with bearing interest at a fixed rate 1.6%
per month and due on 31 May 2010.

The loan has already been repaid subsequently on 9 April 2010.

(3) Unsecured loan from Mr. Chiu Sui Keung, an executive director of the
Company, for a principal amount of HK$5,000,000 bearing interest at
a prime rate plus 5% (i.e. 10%) per annum due on 15 October 2009.
The loan was renewed on 1 March 2010, bearing interest at a fixed rate
of 1.6% per month and due on 31 May 2010. The loan plus accrued
interests have been fully repaid subsequent to the end of the reporting
period.

Save as disclosed above, no contracts of significance, to which the Company,
its holding companies, its subsidiaries or fellow subsidiaries was a party
and in which a director had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

No contracts of significance for the provision of services to the Company or
any of its subsidiaries by a controlling shareholder of the Company or any of
its subsidiaries subsisted at the end of the year or at any time during the year.

No contracts of significance between the Company or any of its subsidiary
companies and a controlling shareholder of the Company or may compete
with the business of the Group.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

So far as the directors were aware, none of the directors or their associates
had any interest in a business that competes or may compete with the
business of the Group.

COMPLIANCE WITH CG CODE

The Company is committed to ensuring high standards of corporate
governance through the establishment and adoption of good practices
and procedures which are in the best interests of the Company and
its shareholders. The Company has applied the principles and complied with
all code provisions of the CG Code throughout the year.

COMPLIANCE WITH MODEL CODE

Details of compliance with the Model Code by directors of the Company is
set out in the Corporate Governance Report on pages 16 to 17 of this annual
report.

SUFFICIENCY OF 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,
the Company has maintained the prescribed public float under the Listing
Rules.

AUDIT COMMITTEE

Details of the composition of the Company’s Audit Committee and the major
work performed by the Committee during the year is set out in the Corporate
Governance Report on pages 17 to 18 of this annual report.

AUDITORS

HLB Hodgson Impey Cheng (“HLB”) retire and a resolution for their
reappointment as auditors of the Company will be proposed at the
forthcoming annual general meeting.

The financial statements have been audited by HLB who retire and, being
eligible, offer themselves for re-appointment. A resolution for the re-
appointment of HLB as auditors of the Company is to be proposed at the

forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Geng Ying
Chairman

Hong Kong
23 July 2010
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Independent Auditors’ Report

HLB B &0 FEH A

Hodgson Impey Cheng

Chartered Accountants
Certified Public Accountants

31/F Gloucester Tower
The Landmark

11 Pedder Street
Central

Hong Kong

INDEPENDENT AUDITORS’ REPORT

TO THE SHAREHOLDERS OF

SINO RESOURCES GROUP LIMITED

(incorporated in the Cayman Islands with limited liability)

We were engaged to audit the consolidated financial statements of Sino
Resources Group Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 42 to 127, which comprise the
consolidated and company statement of financial positions as at 31 March
2010, and the consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for
the year then ended, and a summary of significant accounting policies and
other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and the true
and fair presentation of these consolidated financial statements in accordance
with Hong Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) 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 the consolidated 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 consolidated financial
statements based on our audit and to report our opinion solely to you, as a
body, and for no other purpose. We do not assume responsibility towards or
accept liability to any other persons for the contents of this report. Except
for the limitation in the scope of our work as explained below, we conducted
our audit in accordance with Hong Kong Standards on Auditing issued by the
HKICPA. Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance as to whether
the consolidated financial statements are free from material misstatement.
However, because of the matters described in the basis for disclaimer of
opinion paragraph, we were not able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion.
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BYZBEHRES

BASIS FOR DISCLAIMER OF OPINION

(a)

As detailed in various announcements of the Company throughout the
years ended 31 March 2008, 2009 and 2010 and up to the date of this
report, BEESTL A EEBARSEIT QT (transliterated as “Heilongjiang
Northern Enterprises Group Co., Ltd”) (the “Mine Seller”) and Wealth
Gain Global Investment Limited, a wholly owned subsidiary of the Group
(the “Subsidiary”) (collectively referred to as the “Parties”) entered into an
agreement dated 30 October 2007 (as supplemented by a supplemental
agreement dated 31 December 2007) (the “Mine Acquisition Agreement”)
in respect of the transfer of Shuangyashan Northern Sheng Ping
Mining Limited (the “Coal Mine Company”) from the Mine Seller to the
Subsidiary (the “Transfer”). The Parties also entered into an agreement
dated 31 October 2008 (the “Mine Acquisition Extension Agreement”),
pursuant to which the Parties agreed to extend the time of payment of
the consideration for the Transfer to 16 April 2009, with an option to
extend such time for a further three months to 16 July 2009. However,
during the financial year ended 31 March 2009 and subsequently, the
Mine Seller alleged that the Mine Acquisition Agreement did not comply
with the relevant laws and regulations of the People’s Republic of China
(the “PRC”) and was therefore invalid. The Mine Seller also alleged that
the Mine Acquisition Extension Agreement was filed and registered with
the relevant PRC authorities without the knowledge of the Mine Seller,
and the Mine Seller proceeded to apply for the cancellation of the
registration of the Mine Acquisition Extension Agreement.

On the other hand, the Mine Seller claimed that the only valid agreement
in respect of the Transfer was an agreement dated 25 March 2008 (the
“2008 Agreement”) which was allegedly entered into between the Parties
and which was filed and registered with the relevant PRC authorities.

On 17 January 2009, the Mine Seller filed a statement of claim against
the Subsidiary (the “Statement of Claim”) with the High Court of the
Heilongjiang Province of the PRC (the “Court”) seeking, among other
things, (1) a rescission of the relevant agreements in respect of the
Transfer; (2) the return of the entire equity interest in the Coal Mine
Company to the Mine Seller; and (3) costs and other relief. On 20 April
2009, the Company received a summons from the Court (attaching
the Statement of Claim) as official notice of proceedings against the
Subsidiary (the “Litigation”). Court hearings were held on 22 July 2009
and 13 November 2009. The abovementioned events were disclosed in
our auditors’ report dated 31 December 2009.

On 11 February 2010, the Company received through its PRC legal
advisers the judgment dated 5 February 2010 made by the Count, (the
“Judgment”) which ordered that (1) the 2008 Agreement made between
the Mine Seller and the Subsidiary be dissolved; (2) the Subsidiary
should return its entire equity interest in the Coal Mine Company to the
Mine Seller; and (3) the costs of the action in the amount of RMB741,000
(equivalent to approximately HK$843,000) be borne by the Subsidiary. At
a meeting held on 12 March 2010, the board of directors of the Company
(the “Board”) was of the view that there were no sufficient grounds to
appeal, having considered the reasonable efforts made to search for
additional evidence, the legal opinions, the Group’s financial condition
and resources currently available to the Company. On the basis of the
legal opinions, the Board decided not to appeal against the Judgment.
On 16 March 2010, the Judgment became effective and the Group lost
its ownership of the Coal Mine Company.
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Independent Auditors’ Report

Due to the Litigation as explained in (a) above, despite the Group’s
continuous efforts in restoring effective control of the Coal Mine
Company up to the effective date of the Judgment, the Group was
unable to obtain the financial information of the Coal Mine Company
for the period from 1 April 2009 to 16 March 2010 (effective date of the
Judgment). The directors of the Company considered that the Group
had lost its power to govern the financial and operating policies of
the Coal Mine Company so as to obtain benefit from its activities with
effect from 1 April 2009. Accordingly, in preparing the consolidated
financial statements of the Group for the year ended 31 March 2010, the
Coal Mine Company was deconsolidated with effect from 1 April 2009,
and the loss arising from loss of control of the Coal Mine Company
of approximately HK$797,129,000 was arrived at based on the latest
available unaudited financial information of the Coal Mine Company as
at 31 March 2009.

However, we have been unable to obtain sufficient reliable evidence to
satisfy ourselves as to the reasonableness of the bases used by the
directors in determining the effective date of loss of control of the Coal
Mine Company, and therefore as to whether the Coal Mine Company
should be deconsolidated with effect from 1 April 2009. Furthermore,
we have been unable to carry out auditing procedures that we consider
necessary to satisfy ourselves as to whether the loss arising from loss
of control of the Coal Mine Company of approximately HK$797,129,000
included in the consolidated financial statements of the Group for the
year ended 31 March 2010, as well as the related disclosures set out in
the notes to the consolidated financial statements, are free from material
misstatements. We have also been unable to determine whether any
adjustments to the financial information of the Coal Mine Company were
necessary. Any adjustments that might have been found to be necessary
in respect of the above would have a consequential significant effect
on the net assets of the Group as at 31 March 2010 and the loss and
cash flows of the Group for the year ended 31 March 2010 and may
have resulted in additional information being disclosed in the financial
statements as to the nature of the transactions relating to the Coal Mine
Company.

The corresponding figures in the current year’s financial statements
are derived from the financial statements for the year ended 31 March
2009 which contained a disclaimer audit opinion of which details of
qualifications were set out in our auditors’ report dated 31 December
2009 for the Group’s financial statements for the year ended 31 March
2009. Therefore, the comparative figures may not be comparable and
any adjustment to these figures that might have been found necessary in
respect would have had a consequential impact on the opening balances
of net assets of the Group as at 1 April 2009, the opening balances of
the accumulated losses of the Group at 1 April 2009, the Group’s result
for the years ended 31 March 2010 and the related disclosures thereof in
the financial statements.
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AR BEERNCEMARREXE - NMBRA
MERAEEEBEMARZ AITESY S5£E
R-E-ZF=A=+—-HZEEFEUR
EEEEE-E-ZEE=-"A=1+-HLEEZ
FREEASHREELHEEASE LT oaEE
BERVEREAREERATNBEBEZRSZH
BIFBEESER -

AEEMERRAZEEEFIREAEEC
ZEENF=ZRA=T-BLEFEZUHHR (H
BEREELER HRBSBERESENC
ZEAFT-A=1+—R% BEKEBE-Z
ENFZAZ+-HLEFEZUBHRRELZ
BRBMBER) cEHilt ERBFARLFTE
b MBRARZEBFELEMAR AT
BHEY SEER-ETNFNA-BHEEF
Bz &SR EEER-ZEZhAhFNA—-
REEBREz ARG BEXEBE-ZFT-
EEZAZT-RLEFEZFEURMBHRR
NHEBEZREELENELE -
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Independent Auditors’ Report
BYZBEHRES

DISCLAIMER OF OPINION: DISCLAIMER ON
VIEW GIVEN BY FINANCIAL STATEMENTS

Because of the significance of the matters described in the basis for
disclaimer of opinion paragraph, we do not express an opinion on the financial
statements as to whether they give a true and fair view of the state of affairs
of the Group and the Company as at 31 March 2010 and of the Group’s
loss and cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and as to whether the financial statements
have been properly prepared in accordance with the disclosure requirements
of the Hong Kong Companies Ordinance.

In respect alone of the limitation on our work as described in the basis for
disclaimer of opinion paragraph above:

. we have not obtained all the information and explanations that we
considered necessary for the purpose of our audit; and

. we were unable to determine whether proper books of account had been
kept.

MATERIAL UNCERTAINTY CONCERNING GOING
CONCERN BASIS OF ACCOUNTING

Without qualifying our opinion, we draw attention to note 3(a) to the
financial statements which indicates that the Group had net current liabilities
of approximately HK$169,504,000 and net liabilities of approximately
HK$303,620,000 as at 31 March 2010. These conditions, along with other
matters as set forth in note 3(a) to the financial statements, indicate that
existence of a material uncertainty which may cast significant doubt about the
Group’s ability to continue as a going concern.

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

Hong Kong, 23 July 2010
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Consolidated Statement of Comprehensive Income

Continuing operations
Turnover

Other revenue
Other income
Advertising and promotion expenses
Agency commission
Amortisation and depreciation of
trade shows and exhibition operation
Hotel and travel package expenses
Operating lease rentals
Staff costs
Other operating expenses
Gain on disposal of a subsidiary
Impairment loss recognised in respect of
property, plant and equipment
Impairment loss recognised in respect of
intangible assets

Loss from operating activities

Finance costs

Loss before tax

Taxation
Loss for the year from continuing operations

Discontinued operations
(Loss)/profit for the year from
discontinued operations

(Loss)/profit for the year

Other comprehensive income

Exchange differences on translating
foreign operations

Net loss arising on revaluation of
available-for-sale financial assets
during the year

Reclassification adjustments relating to
available-for-sale financial assets disposed
of during the year

Other comprehensive income for
the year, net of tax

Total comprehensive income
for the year

For the year ended 31 March 2010 #Hz—-%

Notes
Fff 5E

BFHEERY

H iy 55 7
HA A 8
EERERERNX

RERSE

RESEB CBERFE

BIERKREERMX

KeHaHES

BIMAE

Htt & B

HE—RBNELRziE 39
B BERREER

ZREBRE
CRABBLEEZRERR

RERBER 8
BE A 9

BRRAER

i 12

FEERBFBAEEXBK 2ER

ERIEEERY
FEERACKREREXE
Z (BB BT 13

FEE (BR) #®F

Htt2EKEA
BEBIMEEERB  EREZMR

FREGMAUMHE
MHREEEEZ
BT

FRFAHERZ
AHHEREEEZ
BN ERAE

FTEEHEMBEHRA > IKRKRTR

FEEREMBARE

AeETHERK

ZE=ZA=1+—HItFE

2010 2009
=i It %3 —EENF
HK$’000 HK$’ 000
FHET FET
(restated)

(RE5)

87,374 213,440
3,290 2,434
1,276 2,621
(9,467) (31,507)
(5,746) (13,275)
(928) (4,434)
(3,028) (11,224)
(6,792) (39,700)
(26,899) (52,454)
(59,574) (95,953)
2,032 -
(377) =
- (8,407)
(18,839) (38,459)
(22,924) (14,031)
(41,763) (52,490)
1,156 2,243
(40,607) (50,247)
(797,129) 106,805
(837,736) 56,558
(254) (1,317)

- (1,965)

= 4,351

(254) 1,069
(837,990) 57,627
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Consolidated Statement of Comprehensive Income

SEZHERRK

For the year ended 31 March 2010 #HZE-Z-—ZTF=A=+—HILFE

2010 2009
—E—-ZF —EENF
Notes HK$’000 HK$’ 000
Mt TH#RT FTER
Dividends KR 15 - -
(Loss)/profit attributable to: BERTHALZ (BIR) &F :
Owners of the Company ELFEEA (837,736) 56,558
Total comprehensive income BERTIALZ
attributable to: 2EUAFEE -
Owners of the Company FELFEEA (837,990) 57,627
(Loss)/earnings per share attributable F2FHE AE{L
to owners of the Company S (ER) 2 16
For continuing and discontinued operations BERCARILEEHEK
— Basic —HK (77) centsiE&{l 7 centsig Al
— Diluted — &8 (77) centsiE& il 6 centsiB Al
For continuing operations RHEREEK
— Basic —HR (4) centsi& il (6) centsiE AL
- Diluted -8 (4) centsi# il (6) centsi& Al

Sino Resources Group Limited ¢ Annual Report 2010

The accompanying notes form an integral part of these financial statements.
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Non-current assets
Property, plant and equipment
Intangible assets
Goodwill
Available-for-sale financial assets

Current assets
Inventories
Deposits, prepayments and
other receivables
Trade receivables
Tax prepayment
Cash and cash equivalents

Less: Current liabilities
Trade payables
Deferred revenue

Consolidated Statement of Financial Position

e B RIR &

TFZA=1-H

FREBEE
¥ MERRE
BREE
BmE
AHHERKEE

nBRE

BE

BE BARER
H o B W8
B2 BWHRIE
BAAHE
RERBEEEER

B RE
B 5 BARE
B FE W 2R

Amounts due to shareholders and a director EARRKR—BREEHE

Accrued liabilities and other payables

Other borrowings
Deposits received in advance
Tax payable

Net current liabilities

Total assets less current liabilities

RtEER AR RR
HifE &
HAkzE
FE A3t 08

REBARBE

RERERRDAR

Notes
i =%

17
19
20
22

23

24
25

26

27
28
29

At 31 March 2010 —Z

2010
—g-2%
HK$’000
TR

1,886

185,287
1,065
881
5,514

192,747

32
138,517
216,348

5,165
1,954
235

362,251
(169,504)

(167,618)

Sino Resources Group Limited e Annual Report 2010

2009
—2EnE
HK$' 000

TR

151,936
741,357
341,062

1,234,355

25,185

46,340
33,616
3,226

51,540

159,907

23,097
2,720
11,118
416,543
33,953
54,377

40,512
582,320
(422,413)

811,942

2008
S
HK$' 000
FHT

75,291
603,667
341,062

10,377

1,030,397

10,776

42,928
20,469

67,839

142,012

3,859
2,187

583,828

79,096
20,430

689,400
(547,388)

483,009
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Consolidated Statement of Financial Position

e IR &

At 31 March 2010 =ZZ—ZF=/F=+—H

2010 2009 2008
—Z-ZF —EENF —EENE
Notes HK$’000 HK$'000 HK$' 000
e FET TER TER
Less: Non-current liabilities W ERBAR
Deposits received in advance HWRE - - 6,307
Deferred income EEWA - 2,719 2,681
Other long term liabilities HiuRHEE 30 - 76,713 75,692
Convertible notes BRREE 31 128,592 115,988 196,518
Deferred tax liabilities EEFEESE 32 7,410 9,426 22,371
136,002 204,846 303,569
Net (liabilities)/assets (RfR) AEBRE (303,620) 607,096 179,440
Equity L
Share capital A 33 11,138 9,358 4,397
Reserves e (314,758) 597,738 175,043
Total equity attributable to owners FAFIHEBARE
of the Company BaRE (303,620) 607,096 179,440
The consolidated financial statements on pages 42 to 127 were approved and FRFRIQWE BV BRBERER -_E—ZE+ A
authorised for issue by the Board of Directors on 23 July 2010 and signed on THEZHEEEEMERBETE  YATIALR
its behalf by: REE:
Gao Feng Chiu Sui Keung
1 IR
Director Director
EE EE
The accompanying notes form an integral part of these financial statements. BEM < MiT B AN R R - — 2P -
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Consolidated Statement of Changes in Eqmt
/\ == \

For the year ended 31 March 2010 #HZ—=-% %E:E:ﬂ‘ BIEFE

Equity attributable to owners of the Company

FARMAABEES
Convertible
Share notes Share
Share premium Other Accumulated equity options Total
capital account reserves losses reserve reserve equity
TRERE 1
Bx ROERE X th % RitER HEEE ] HERE
HK$' 000 HK$' 000 HK$' 000 HK$" 000 HK$000 HK$' 000 HK$'000
TEr TER TER THER TEr TEr TER
(Note 34(a))
(GERE)
At 1 April 2008 R-ZZZNEMA-H 4,397 120,639 (1,623 (13,564) 60,781 8,810 179,440
Exchange differences on ARERRER BT
translation of overseas BIHEAE 2
subsidiaries not recognised ERERE
in the consolidated
statement of comprehensive
income - - (1,317) - - - (1,317)
Fair value losses in respect of ~ F{HEHEE T
available-for-sale financial BEZLTE
assets i - = (1,965) = = = (1,965)
Net income and expense BEERERERZ
recognised directly BARBEX
inequy ¥ - - (3,262) - - - (3.262)
Transfer o consolidated AEEMHHEE
statement of comprehensive MBEEMEA
income on disposal REEEBRE
of available-for-sale
financial assets = = 4,351 = = = 4,351
Net profit for the year AEERNFE - - - 56,558 - = 56,558
Total comprehensive income TEEXARE
for the year k] - - 1,069 56,558 - = 57,627
Issue of shares BORYS 1,205 104,233 - - - = 105,438
Issue of ordinary shares upon BT BRER
exercise of share option BOEER 326 35,855 - - - (8,645) 27,536
Conversion of convertible notes E#RARKRZE 3,430 129,601 - - (30,213) = 102,818
Other movement Hi#g - - 134,237 - - - 134,237
Release upon expire of share R 8 B A o T 8¢
option - - - 165 - (165) -

At 31 March 2009

R=ZBERE=ZA=1-H 9,358

390,328

133,683 43,159

30,568

607,096
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Consolidated Statement of Changes in Equity

:&?‘é§"$aéiﬁifgﬁ

B &

For the year ended 31 March 2010 #Hz—-%

At 1 April 2009, as per above

Exchange differences on
translation of overseas
subsidiaries not recognised in
the consolidated statement of
comprehensive income

Net income and expense
recognised directly in equity
Net loss for the year

Total comprehensive income
for the year

Release upon loss of control
of a subsidiary

Subscription of shares

At 31 March 2010

BER=ZEAFHA-A

ARGR2ERRRED L
BEENELR
ZEREH

HEERERBEZ
WA R B8
TEEFRER

TEEXARE
aE

REXHEAT
BEHERRR

RBERG

R-B-B£=f=1-A

PE=A=

Share

capital

K&

HK$' 000

TR

9,358

1,780

11,138

BIEFE
Equity attributable to owners of the Company
FARMAABEES
Convertible
Share notes Share
premium Other Accumulated equity options
account reserves losses reserve reserve
TRERE 1
B 78 AR 5t 6 0 RitER HEEE 4
HK$'000 HK$' 000 HK$' 000 HK$000 HK$' 000
TER TER TER TEr TEr
(Note 34(a))
(GERE)
390,328 133,683 43,159 30,568 -
. (254) . . .
- (254) - - -
- - (837,736 - -
. (254 (837,736) - -
- (132,891) - ; B
58,385 - - - -
448,713 538 [794,577) 30,568 -

Total
equity

fada

HK$'000
TR

607,096

(254)

(254)
(837,736)
(837,990)

(132,891)
60,165

(303,620]

The accompanying notes form an integral part of these financial statements.
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Consolidated Statement of Cash Flow

mERERER

For the year ended 31 March 2010 HZE=Z-—ZF=/A=+—HItFE

2010 2009
==t —EENF
Notes HK$’000 HK$'000
Mt FHET FET
Cash flows from operating activities BEXBZOARE
(Loss)/profit before tax MRBLAT (B518) R F (838,892) 99,684
Adjustments for: EH T A%
Finance costs BE R AR 22,924 21,594
Interest income FE WA (28) (8696)
Amortisation of intangible assets BREE#N = 15,428
Depreciation of property, plant and M- BER
equipment RE2E 17 1,243 107,630
Transfer from equity on disposal of HERHEEMBEEER
available-for-sale financial assets RESEER - 4,351
Fair value change of derivative financial TEMBIENATE
instrument ) 384 (2,047)
Gain on disposal of a subsidiary HEWE DRz s (2,032) =
Loss arising from loss of control of WARHME AR IEHEESE 797,129 =
a subsidiary ZER
Loss on disposal of property, HEWXE - BER
plant and equipment R ZEB 2,215 -
Net exchange losses [EHEEFRE (254) (3,640)
Impairment loss recognised in respect of MYE BRERRBER 377 =
property, plant and equipment ZHERE
Impairment loss recognised in respect of ERABHLEEZ
intangible assets W IEE 18 - 8,407
Operating (loss)/profit before working capital &% (E1#8) &F - Rt&E
changes E2BE (16,934) 250,541
Increase in inventories FEEM = (14,409)
Increase in trade receivables B 5 EWFIEE M (1,065) (13,147)
Increase in trade payables B 5 B FIEE N - 19,238
Increase in other long term liabilities HitRPAGE M - 1,021
Increase in deposits, prepayments Re BANRER
and other receivables H fth JE U FRIFIE AN (168,193) (3,412)
(Decrease)/increase in deferred revenue EE W O,/ (2,688) 533
Decrease in deposits received in advance EWREH D> (51,950) (31,026)
Increase/(decrease) in other payables and Hi BB R Rat
accrued liabilities /%N, i) 40,148 (167,285)
Cash (used in)/generated from operations KREER (BA) EE£E2RE (200,682) 42,054
Interest received EWFE 28 866
Hong Kong profits tax paid ENEBRER (701) (5,343)
Overseas tax paid 218N IE - (23,181)
Net cash (outflow)/inflow from BEXBZRSE
operating activities (W) RN BEHE (201,355) 14,396
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Consolidated Statement of Cash Flow

mERERER

For the year ended 31 March 2010 #Hz—-%

PESAS—AILER

2010 2009
—E—FF ZEEAF
Notes HK$’000 HK$’ 000
Mt T#T FET
Cash flows from investing activities BREEDZRERE
Purchase of intangible assets BEEFEE - (25,944)
Purchase of property, plant and equipment BEWE  BERRE 17 (122) (183,254)
Proceeds from disposal of property, plant HEWE - BERRE
and equipment FRi§ IR 95 =
Proceeds from disposal of available-for-sale HERHEERE
financial assets Fri8 k18 - 8,412
Net cash outflow from loss of control of BAHMBAR ZEHIEEEZ
a subsidiary REeERd F8E (13,395) =
Net cash inflow from disposal of a subsidiary HEMBAREEZBESRAFE 4,998 =
Net cash outflow from investing BREFBICRENHBHE
activities (8,424) (200,786)
Cash flows from financing activities METBZRERE
Proceeds from new borrowings FIBERR Z FT B8 5,000 33,681
Repayment of borrowings Fﬁfa & (18,000) =
Proceeds from subscription of shares RERM ZFERE 60,165 =
Proceeds from issue of shares ﬁﬁﬂﬁfﬁzﬁﬁﬁﬁ - 119,295
Proceeds from issue of shares upon exercise lﬂﬁ'ﬁﬁﬁﬂxﬁfﬁ?‘;‘
of share options B 13 2 Fr 8 3K 1 - 27,536
Shares issuing expenses RGBITHX - (13,857)
Increase in amounts due to shareholders BARRR —SESFIEEM
and a director 118,784 11,000
Interest paid 2 FE (2,196) (7,564)
Net cash inflow from MEEHZRE
financing activities AR 163,753 170,091
Decrease in cash and cash BeRB&SEEAH
equivalents P (46,026) (16,299)
Cash and cash equivalents at FOZHERE&
beginning of the year #{EHEH 51,540 67,839
Cash and cash equivalents at end FRZBAEGRES
of the year FEHEH 5,514 51,540
Analysis of balances of cash and BeRB&FERAE
cash equivalents BERS
Cash and bank balances BERBITER 5,514 51,540

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

B 75 AR O &

At 31 March 2010 —Z—ZH=A=+—H
2010 2009 2008
—E—-Zf§ “ETAE —EENE
Notes HK$’000 HK$' 000 HK$' 000
i =% FTERT TERT FTHET
Non-current assets FimEEE
Interests in subsidiaries NG 18 168,199 735,117 702,574
Available-for-sale financial assets JHEEENKERE - = 10,377
168,199 735,117 712,951
Current assets mEEE
Deposits, prepayments and other receivables Re -ANREREMBERRE 24 10,927 129 530
Cash and cash equivalents ReRAELEEER 24 38 1,220
10,951 167 1,750
Less: Current liabilities W RBAR
Accrued liabilities and other payables RTEERAEMENRR 28 164,623 160,390 300,248
Amounts due to shareholders and a director EARRR—BREEZHE 27 138,517 11,118 =
Amounts due to subsidiaries ENHEBLQRRE 18 13,096 14,001 =
Other borrowings HipfEgm 29 5,165 18,272 =
Deposits received in advance HES - - 3,250
321,401 203,781 303,498
Net current liabilities RERRBHE (310,450) (203,614) (301,748)
Total assets less current liabilities EERERTHAR (142,251) 531,503 411,203
Less: Non-current liabilities wcERBAR
Convertible notes RBEEE 31 128,592 115,988 196,518
Deferred tax liabilities EERESE 32 7,410 9,426 22,371
136,002 125,414 218,889
Net (liabilities)/assets (AfR) EERE (278,253) 406,089 192,314
Capital and reserves BEER R
Share capital B 33 11,138 9,358 4,397
Reserves ik 34(b) (289,391) 396,731 187,917
Total equity HE (278,253) 406,089 192,314

The consolidated financial statements on pages 42 to 127 were approved and
authorised for issue by the Board of Directors on 23 July 2010 and signed on

its behalf by:

Gao Feng

=

Director

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

EE

BRI VEZHEEHBEBRRER-"ZE-—ZFF LA
SH=PRRE=SHERRENE YATIHALRK

REF:

Chiu Sui Keung
i 3 5A

Director

EE
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Notes to the Financial Statements

B 7% ¥R MY EE

For the year ended 31 March 2010 #Hz—-%

1.

EF=A=1+—HIFE

CORPORATE INFORMATION

Sino Resources Group Limited (the “Company”) is a limited liability
company incorporated in the Cayman Islands and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The
registered office of the Company is located at Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands. The
principal place of business of the Company is located at Suvite 2502,
25/F, No. 9 Queen’s Road Central, Central, Hong Kong.

The principal activity of the Company is investment holding. The principal
activities of its subsidiaries are acting as show manager of exhibitions and
trade shows and providing ancillary services. The principal activities and
other particulars of its subsidiaries are set out in Note 18 to the financial
statements.

The financial statements are presented in Hong Kong dollars, which
is the same as the functional currency of the Company and all values
are rounded to the nearest thousand (HK$'000) except when otherwise
indicated.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)

In the current year, the Group has applied, for the first time, the following
new standard, amendments and interpretations (“new HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”), which
are effective for the Group's financial year beginning 1 April 2009. A
summary of the new HKFRSs are set out as below:

AFEH

HMNEREBERAT (RARA) ARHER
EEMALZERAT  MERBREBHESR
ZHERAR (TBRA]) £h o RAQ Tz
E R B Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KY1-1111, Cayman
Islands e R AR EELE XM BVREBHRIREST
KEAHSE2512502F ©

KRB ZEEXBLAREER - EMB AR ZE
BEXBRAREERESRESCRELEREM
BERK - ETHWBRARZEEXBREMES
BRI B mRMEEIS

MBHRRUBITES  MBRTTFAARRAT ZIEE
E% REEERN FEREONEETM (T
BIT) °

RN REBITIZEEMBEREER
(EEMBEEEN])
REBRAEEERERUTHEBEHMAE
(EEEMAE ) BEMAR-ZTAFTA -
ARRAEE W BEEER BT RERE ([H
BRUBIREEL]) - HE BB HEER AR
ZMT

HKAS 1 (Revised)
HKAS 20 (Amendment)
HKAS 23 (Revised)
HKAS 32 & 1
(Amendments)
HKAS 38 (Amendment)
HKAS 40 (Amendment)
HKFRS 2 (Amendment)
HKFRS 7 (Amendment)

HKFRS 8

HK(IFRIC) = Int 9 &

HKAS 39 (Amendments)

Presentation of Financial Statements

Accounting for Government Grants and

Disclosure of Government Assistance

Borrowing Costs

Puttable Financial Instruments and

Obligation Arising on Liquidation

Intangible Assets

Investment Properties

Vesting Conditions and Cancellations

Improving Disclosures about

Financial Instruments
Operating Segments

Embedded Derivatives

Sino Resources Group Limited ¢ Annual Report 2010
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Notes to the Financial Statements

For the year ended 31 March 2010 #HZ—=-%

2. APPLICATION OF NEW AND REVISED HONG KONG

FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(continued)
HK(IFRIC) - Int 13

Customer Loyalty Programmes

HK(IFRIC) = Int 15

Agreements for the Construction
of Real Estate

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

Transfer of Assets from Customers

HK(IFRIC) - Int 18

HKFRSs (Amendments) Improvements to HKFRS issued in 2008,
except for the amendment to HKFRS 5
that is effective for annual periods

beginning on or after 1 July 2009

HKFRSs (Amendments) Improvements to HKFRS issued in 2009

in relation to the amendment

to paragraph 80 of HKAS 39

Except as described below, the adoption of the new and revised HKFRSs
has had no material effect on the consolidated financial statements of the

Group for the current or prior years.

HKAS 1 (Revised) Presentation of Financial Statements

HKAS 1 (Revised) has introduced terminology changes (including revised
titles for the financial statements) and changes in the format and content of
the financial statements.

HKFRS 8 Operating Segments

HKFRS 8 is a disclosure standard that has not resulted in a redesignation
of the Group's reportable segments.

Improving Disclosures about Financial Instruments
(Amendments to HKFRS 7 Financial Instruments: Disclosures)

The amendments to HKFRS 7 expand the disclosures required in relation
to fair value measurements and liquidity risk. The Group has not presented
comparative information for the expanded disclosures in accordance with
the transitional provision set out in the amendments.

The Group has not early applied the following new and revised standards,
amendments or interpretations that have been issued but are not yet
effective.

ﬁﬂiiﬁi\%[‘ﬁ?

2. ERWMIIREBIZEEMEGREER

(EFEEMBEREERDN]) (F|)

&8 (BB HERE B FAHEE
Z8E)-RE
1358
&% (BB %28 EihEREHRE
FEE)-RE
155
& (BB 258 HHENERZRE
ZE8E)-RE FEE
F16%%
&8 (BB HERE REFBBREE
Z8E)-RE
185
BB KR ELEE H-_ZEZT N\FHM2
CCHEN) ERUBKRELEL 2
MUE  EEBEBIMK
WMELERNESHE 2 &
AIRS HR-—ZZ
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2. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)

(continued)

HKFRSs (Amendments) Amendments to HKFRS 5 as part of
Improvements to HKFRSs issued
in 2008’

HKFRSs (Amendments) Improvements to HKFRSs issued in 20092

HKAS 24 (Revised) Related Party Disclosures®

HKAS 27 (Revised) Consolidated and Separate Financial
Statements'

HKAS 28 (Amendment) Investments in Associates’

HKAS 32 (Amendment) Classification of Rights Issues*

HKAS 39 (Amendment) Eligible Hedged Items!

HKFRS T (Amendment) Additional Exemptions for First-time
Adopters?

HKFRS 1 (Amendment) Limited Exemption from Comparative
HKFRS 7 Disclosures for First-time
Adopters®

HKFRS 2 (Amendment) Group Cash-settled Share-based Payment
Transactions®

HKFRS 3 (Revised) Business Combinations'

HKFRS 9 Financial Instruments (relating to the
classification and measurement
of financial assets)”

HK(IFRIC) - Int 14 Prepayments of a Minimum Funding

(Amendment) Requirementé

HK(IFRIC) - Int 17 Distribution of Non-cash Assets to Equity
holders!

HK(IFRIC) - Int 19 Extinguishing Financial Liabilities with

Equity Instruments®

g Effective for annual periods beginning on or after 1 July 2009

Effective for annual periods beginning on or after 1 July 2009 and 1
January 2010, as appropriate

8 Effective for annual periods beginning on or after 1 January 2010
4 Effective for annual periods beginning on or after 1 February 2010
S Effective for annual periods beginning on or after 1 July 2010

8 Effective for annual periods beginning on or after 1 January 2011
7 Effective for annual periods beginning on or after 1 January 2013

The application of HKFRS 3 (Revised) may affect the accounting for
business combination for which the acquisition date is on or after the
beginning of the first annual reporting period beginning on or after 1 July
2009. The directors of the Company anticipate that the application of the
other new and revised standards, amendments or interpretations will have
no material impact on the results and the financial position of the Group.
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For the year ended 31 March 2010 #HEZE-ZT-—ZF=A=+—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation of these
financial statements are set out below. These policies have been
consistently applied to all the years presented, unless otherwise stated.

The financial statements have been prepared in accordance with all
applicable HKFRSs, which is a collective term that includes all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”), and Interpretations issued by the
HKICPA and accounting principles generally accepted in Hong Kong. In
addition, the financial statements include applicable disclosures required
by the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) and by the Hong Kong Companies Ordinance.

(a) Basis of preparation
The measurement basis used in the preparation of the financial
statements is historical cost except for certain financial assets and
financial liabilities which are carried at fair value.

In preparing the consolidated financial statements, the directors of
the Company have given careful consideration to the future liquidity
of the Group in light of the Group’s net current liabilities and net
liabilities of approximately HK$169,504,000 and HK$303,620,000
at 31 March 2010 respectively. The directors of the Company have
been taking steps to improve the liquidity of the Group. A substantial
shareholder of the Company has agreed to provide continuing
financial support to the Group. As such, the directors are satisfied
that the Group will be able to meet in full its financial obligations as
they fall due for the foreseeable future. Accordingly, the consolidated
financial statements have been prepared on a going concern basis.

(il  Mine Acquisition Agreement and 2008 Agreements

As detailed in various announcements of the Company
throughout the years ended 31 March 2008, 2009 and 2010
and up fo the date of approval of these financial statements,
HELAL LA R EAE AR (transliterated as “Heilongjiang
Northern Enterprises Group Co., Ltd”) (the “Mine Seller”)
and Wealth Gain Global Investment Limited, a wholly owned
subsidiary of the Group (the “Subsidiary”) (collectively referred
to as the “Parties”) entered into an agreement dated 30
October 2007 (as supplemented by a supplemental agreement
dated 31 December 2007) (the “Mine Acquisition Agreement”)
in respect of the transfer of Shuangyashan Northern Sheng Ping
Mining Limited (the “Coal Mine Company”) from the Mine Seller
to the Subsidiary (the “Transfer”). The Parties also entered into
an agreement dated 31 October 2008 (the “Mine Acquisition
Extension Agreement”), pursuant to which the Parties agreed
to extend the time of payment of the consideration for the
Transfer to 16 April 2009, with an option to extend such time
for a further three months to 16 July 2009. However, during
the financial year ended 31 March 2009 and subsequently,
the Mine Seller alleged that the Mine Acquisition Agreement
did not comply with the relevant laws and regulations of the
People’s Republic of China (the “PRC”) and was therefore
invalid. The Mine Seller also alleged that the Mine Acquisition
Extension Agreement was filed and registered with the relevant
PRC authorities without the knowledge of the Mine Seller, and
the Mine Seller proceeded to apply for the cancellation of the
registration of the Mine Acquisition Extension Agreement.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a) Basis of preparation (continued)

(i)

Mine Acquisition Agreement and 2008 Agreements (continued)

On the other hand, the Mine Seller claimed that the only valid
agreement in respect of the Transfer was an agreement dated
25 March 2008 (the “2008 Agreement”) which was allegedly
entered into between the Parties and which was filed and
registered with the relevant PRC authorities.

On 17 January 2009, the Mine Seller filed a statement of claim
against the Subsidiary (the “Statement of Claim filed by the
Mine Seller”) with the High Court of the Heilongjiang Province
of the PRC (the “Court”) seeking, among other things, (1) a
rescission of the relevant agreements in respect of the Transfer;
(2) the return of the entire equity interest in the Coal Mine
Company to the Mine Seller; and (3) costs and other relief. On
20 April 2009, the Company received a summons from the
Court (attaching the Statement of Claim filed by the Mine Seller)
as official notice of proceedings against the Subsidiary (the
“Litigation”). Court hearings were held on 22 July 2009 and 13
November 2009.

On 11 February 2010, the Company received through its PRC
legal advisers the judgment dated 5 February 2010 made by
the Court, (the “Judgment”) which ordered that (1) the 2008
Agreement made between the Mine Seller and the Subsidiary
be dissolved; (2) the Subsidiary should return its entire equity
interest in the Coal Mine Company to the Mine Seller; and
(3) the costs of the action in the amount of RMB741,000
(equivalent to approximately HK$843,000) be borne by
the Subsidiary. At a meeting held on 12 March 2010, the
board of directors of the Company was of the view that there
were no sufficient grounds to appeal, having considered the
reasonable efforts made to search for additional evidence, the
legal opinions, the Group’s financial condition and resources
currently available to the Company. On the basis of the legal
opinions, the board of directors of the Company decided not
to appeal against the Judgment. On 16 March 2010, the
Judgment became effective and the Group lost its ownership of
the Coal Mine Company.
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Notes to the Financial Statements

For the year ended 31 March 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a) Basis of preparation (continued)

(i) Financial information of the Coal Mine Company

Due to the Litigation as explained in (i) above, despite the
Group's continuous efforts in restoring effective control of the
Coal Mine Company up to the effective date of the Judgment,
the Group was unable to obtain the financial information of the
Coal Mine Company for the period from 1 April 2009 to 16
March 2010 (effective date of the Judgment). The directors of
the Company considered that the Group had lost its power to
govern the financial and operating policies of the Coal Mine
Company so as to obtain benefit from its activities with effect
from 1 April 2009. Accordingly, in preparing the consolidated
financial statements of the Group for the year ended 31 March
2010, the Coal Mine Company was deconsolidated with effect
from 1 April 2009, and the loss arising from loss of control of
the Coal Mine Company of approximately HK$797,129,000
was arrived at based on the latest available unaudited financial
information of the Coal Mine Company as at 31 March 2009
(Note 38).

(b) Basis of consolidation

()

The consolidated financial statements include the financial statements
of the Company and its subsidiaries made up to 31 March 2010.
The results of the subsidiaries acquired or disposed of during the
year are consolidated from their effective dates of acquisition or
disposal, respectively.

Intra-group transactions and balances and unrealised gains
on transactions between group companies are eliminated on
consolidation. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the assets
transferred. Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the policies adopted by

the Group.

Business combination

The acquisition of businesses is accounted for using the purchase
method. The cost of the acquisition is measured at the aggregate of
the fair values, at the date of exchange, of assets given, liabilities
incurred or assumed, and equity instruments issued by the Group
in exchange for control of the acquiree, plus any costs directly
attributable to the business combination. The acquiree’s identifiable
assets, liabilities and contingent liabilities that meet the conditions for
recognition under HKFRS 3 Business Combinations are recognised at
their fair values at the acquisition date, except for non-current assets
(or disposal groups) that are classified as held for sale in accordance
with HKFRS 5 Non-current Assets Held for Sale and Discounted
Operations, which are recognised and measured at fair value less
costs to sell.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Business combination (continued)

Goodwill arising on acquisition is recognised as an asset and
initially measured at cost, being the excess of the cost of the
business combination over the Group’s interest in the net fair
value of the identifiable assets, liabilities and contingent liabilities
recognised. If, after reassessment, the Group’s interest in the
net fair value of the acquiree’s identifiable assets, liabilities and
contingent liabilities exceeds the cost of the business combination,
the excess is recognised immediately in the consolidated statement of
comprehensive income.

(d) Subsidiaries

(e)

A subsidiary is an entity controlled by the Company. Control exists
when the Company has the power, directly or indirectly, to govern
the financial and operating policies of an entity so as to obtain
benefits from its activities. The existence and effect of potential voting
rights that are currently exercisable or convertible are considered
when assessing whether the Company control another entity.

In the Company’s financial statements, the investments in subsidiaries
that are not classified as held for sale are stated at cost less provision
for impairment losses. The results of subsidiaries are accounted for by
the Company on the basis of dividends received and receivable.

Revenue 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)  Participation fee income is derived from the letting of exhibition
booths and the provision of decoration facilities for the
exhibition booths, and is recognised when the decoration
facilities are provided and when the shows are held;

(i)  Entrance fee income is recognised on a cash receipt basis;

(iii) Revenue from hotel and travel package services provided is
recognised when the services are rendered;

(iv) Advertising fee income earned from the publication of trade
show and exhibition booklets is recognised when the trade
show and exhibition booklets are published;

(v) Internet advertising revenue and portal income is recognised
ratably in the period in which the advertisement and
information is displayed on the website of the Group;

(vi) Interest income is recognised as it accrues using the effective
interest method; and

(vii) Revenues associated with the sale of coal and other goods
are recognised when the title to the goods has been passed
to the customer which is at the date that the customer receives
and accepts the goods. Acceptance occurs when the customer
agrees to the amount and quality of the delivered goods.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(f)

(9)

Property, plant and equipment

Building held for own use which are situated on leasehold land,
where the fair value of the building could be measured separately
from the fair value of the leasehold land at the inception of the lease
and all other items of property, plant and equipment are stated at
cost less accumulated depreciation and impairment losses.

Depreciation is calculated on the straight-line basis to write off the
cost of items of property, plant and equipment, less their estimated
residual value, if any, over its estimated useful life. The principal
annual rates used for this purpose are as follows:

2% to 10%

Over the lease terms
2% to 25%
331/3%

25%

5% to 12.5%

Buildings

Leasehold improvements
Furniture and equipment
Fixtures and fittings
Computer equipment
Motor vehicles

The residual values and useful lives of items of property, plant and
equipment are reviewed, and adjusted if appropriate, at the end of
each reporting period.

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

Goodwill

Goodwill represents the excess of the cost of an acquisition over
the fair value of the Group’s share of the net identifiable assets of
the acquired subsidiary at the date of acquisition. Such goodwill is
carried at cost less any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary is
presented separately in the consolidated statement of financial
position.

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating
units, or groups of cash-generating units, that are expected to
benefit from the synergies of the acquisition. A cash-generating
unit to which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the unit may
be impaired. For goodwill arising on an acquisition in a financial
year, the cash-generating unit to which goodwill has been allocated
is test for impairment before the end of that financial year. When
the recoverable amount of the cash-generating unit is less than the
carrying amount of the unit, the impairment loss is allocated to
reduce the carrying amount of any goodwill allocated to the unit
first, and then to the other assets of the unit pro rata on the basis
of the carrying amount of each asset in the unit. Any impairment
loss for goodwill is recognised directly in the consolidated statement
of comprehensive income. An impairment loss for goodwill is not
reversed in subsequent periods.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(g) Goodwill (continued)

(h)

(i)

On subsequent disposal of the relevant cash-generating unit or
a jointly controlled entity, the attributable amount of goodwill
capitalised is included in the determination of the amount of profit or
loss on disposal.

Intangible assets

e-Commerce platform

Acquisition costs of purchasing an e-Commerce platform are stated at
cost less any impairment losses and are amortised on a straight-line
basis over their estimated useful lives.

The useful lives of intangible assets are assessed to be either finite
or indefinite. Intangible assets with finite lives are amortised over
the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible
asset with a finite useful life are reviewed at least at the end of each
reporting period.

Intangible assets with indefinite useful lives are tested for impairment
annually either individually or at the cash-generating unit level. Such
intangible assets are not amortised. The useful life of an intangible
asset with indefinite useful life is reviewed annually to determine
whether indefinite life assessment continues to be supportable. If not,
the change in the useful life assessment from indefinite to definite is
accounted for on a prospective basis.

Inventories

Inventories of coal are physically measured and are carried at the
lower of cost and net realisable value. Cost, which comprises direct
materials and, where applicable, direct labour and overheads
that have been incurred in bringing the inventories to their present
location and condition, is calculated using the weighted average
method. Net realisable value is the estimated selling price in the
ordinary course of business less all further costs to completion and
costs to be incurred in selling, marketing and distribution.

Inventories of auxiliary materials, spare parts and small tools
expected to be used in production are stated at weighted average
cost less allowance, if necessary, for obsolescence.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EXEMHREME(K)

POLICIES (continued)
(i) Financial instruments

Financial assets and financial liabilities are recognised on the
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consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the instruments.
Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other
than financial assets and financial liabilities at fair value through
profit or loss) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition

of financial assets or financial liabilities at fair value through profit
or loss are recognised immediately in consolidated statement of
comprehensive income.

i Financial assets

The Group's financial assets are classified into one of the two
categories, including loans and receivables and available-for-
sale financial assets. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales of financial assets
that requires delivery of assets within the time frame established
by regulation or convention in the marketplace. The accounting
policies adopted in respect of each category of financial assets
are set out below.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees on points paid or received that form an
integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the
financial asset, or, where appropriate, a shorter period.

Income is recognised on an effective interest basis for debt
instruments other than those financial assets designated as at
fair value through profit or loss, of which interest income is
included in net gains or losses.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. At the end of each reporting period subsequent to initial
recognition, loans and receivables including other receivables,
pledged bank deposits and cash and bank balances are
carried at amortised cost using the effective interest method,
less any identified impairment losses (see accounting policy on
impairment loss on financial assets below).
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For the year ended 31 March 2010 #HZE-Z-—ZTF=A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(i) Financial Instruments (continued)

i.  Financial assets (continued)
Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as any of the other
categories. At the end of each reporting period 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 asset is disposed of or is determined
to be impaired, at which time, the cumulative gain or loss
previously recognised in equity is removed from equity and
recognised in consolidated statement of comprehensive income.
Any impairment losses on available-for-sale financial assets are
recognised in consolidated statement of comprehensive income.
Impairment losses on available-for-sale equity investments will
not reverse 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.

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, they are measured at cost less
any identified impairment losses at the end of each reporting
period subsequent to initial recognition. An impairment loss is
recognised in consolidated statement of comprehensive income
when there is objective evidence that the asset is 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.

Impairment of financial assets

Financial assets, other than those at financial assets at fair
value through profit or loss, are assessed for indicators of
impairment at the end of each reporting period. Financial assets
are impaired where there is objective evidence that, as a result
of one or more events that occurred after the initial recognition
of the financial asset, the estimated future cash flows of the
financial assets have been impacted.

For an available-for-sale equity investment, a significant or

prolonged decline in the fair value of that investment below its
cost is considered to be objective evidence of impairment.
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For the year ended 31 March 2010 #HZE-—Z—TF=H=+

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(i) Financial Instruments (continued)

i

Financial assets (continued)
Impairment of financial assets (continued)

For all other financial assets, objective evidence of impairment
could include:

(i)  significant financial difficulty of the issuer or counterparty;
or

(i) default or delinquency in interest or principal payments; or

(iii) it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are subsequently assessed for impairment on
a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the number
of delayed payments in the portfolio past the average credit
period of 30 days, observable changes in national or local
economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, an impairment
loss is recognised in profit or loss when there is objective
evidence that the asset is impaired, and is measured as the
difference between the asset’s carrying amount and the present
value of the estimated future cash flows discounted at the
original effective interest rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between the
asset’s carrying amount 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 loss will not be
reversed in subsequent periods.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount is
reduced through the use of an allowance account. Changes in
the carrying amount of the allowance account are recognised
in profit or loss. When a trade receivable is considered
uncollectable, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are
credited to profit or loss.
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For the year ended 31 March 2010 #HZE-Z-—ZTF=A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(i) Financial Instruments (continued)

i.  Financial assets (continued)
Impairment of financial assets (continued)

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment losses was recognised, the
previously recognised impairment loss is reversed through profit
or loss to the extent that the carrying amount of the asset at
the date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been
recognised.

Impairment losses on available-for-sale equity investments
will not be reversed in profit or loss in subsequent periods.
Any increase in fair value subsequent to impairment loss is
recognised directly in equity.

ii.  Financial liabilities and equity
Financial liabilities and equity instruments issued by a
group entity are classified according to the substance of the
contractual arrangements entered into and the definitions of a

financial liability and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the group after deducting all of its
liabilities. The Group’s financial liabilities are classified into
other financial liabilities. The accounting policies adopted in
respect of financial liabilities and equity instruments are set out
below.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
through the expected life of the financial liability, or, where
appropriate, a shorter period.

Interest expense is recognised on an effective interest basis
other than those financial liabilities designated as at fair value
through profit or loss, of which the interest expense is included
in net gains or losses.

Other financial liabilities

Other financial liabilities including creditors and accruals,
securities trading and margin payable, deposits and receipts
in advance, bank and other borrowings and amounts due to
associates are subsequently measured at amortised cost, using
the effective interest rate method.
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Notes to the Financial Statements

For the year ended 31 March 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(i) Financial Instruments (continued)

ii.

Financial liabilities and equity (continued)
Convertible notes

Convertible notes issued by the Company that contain both
financial liability and equity components are classified
separately into respective liability and equity components on
initial recognition. On initial recognition, the fair value of the
liability component is determined using the prevailing market
interest rate of similar non-convertible debts. The difference
between the gross proceeds of the issue of the convertible loan
notes and the fair value assigned to the liability component,
representing the embedded call option for the holder to convert
the notes into equity, is included in equity (convertible notes
equity reserve). Transaction costs that relate to the issue of
the convertible notes are allocated to the liability and equity
components in proportion to the allocation of the gross
proceeds.

In subsequent periods, the liability component of the convertible
notes is carried at amortised cost using the effective interest
method. The equity component, representing by the option
to convert the liability component into ordinary shares of the
Company, will remain in convertible notes reserve until the
embedded option is exercised (in which case the balance
stated in convertible notes equity reserve will be transferred to
share capital and share premium). Where the option remains
unexercised at the expiry date, the balance stated in convertible
loan notes equity reserve will be released to retained profits.
No gain or loss is recognised in consolidated statement of
comprehensive income upon conversion or expiration of the
option.

If the conversion option of convertible notes exhibits
characteristics of an embedded derivative, it is separated from
its liability component. On initial recognition, the derivative
component of the convertible notes is measured at fair value
and presented as part of derivative financial instruments. Any
excess of proceeds over the amount initially recognised as the
derivative component is recognised as the liability component.
Transaction costs are apportioned between the liability and
derivative components when the instruments are initially
recognised. The portion of the transaction costs relating to the
liability component is recognised initially as part of the liability.
The portion relating to the derivative component is recognised
immediately in the consolidated statement of comprehensive
income.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(i) Financial Instruments (continued)

iii. ~ Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the financial assets are
transferred and the Group has transferred substantially all
the risks and rewards of ownership of the financial assets.
On derecognition of a financial asset, the difference between
the asset’'s carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss
that had been recognised directly in equity is recognised in
consolidated statement of comprehensive income.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires. The difference between the carrying amount of
the financial liability derecognised and the consideration
paid or payable is recognised in consolidated statement of
comprehensive income.

iv.  Financial guarantee contracts

A financial guarantee contract is a contract that requires the
issuer 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 original or modified terms of
a debt instrument. A financial guarantee contract issued by the
Group and not designed as at fair value through profit or loss
is recognised initially at its fair value less transaction costs that
are directly attributable to the issue of the financial guarantee
contract. Subsequent to initial recognition, the Group measures
the financial guarantee contract at the higher of: (i) the amount
determined in accordance with HKAS 37 Provisions, Contingent
Liabilities and Contingent Assets; and (ii) the amount initially
recognised less, when appropriate, cumulative amortisation
recognised in accordance with HKAS 18 Revenue.

(k) Deferred revenue
Deferred revenue represents amounts received in advance for
services to be rendered.

() Taxation
Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the consolidated
statement of comprehensive income because it excludes items of
income or expense that are taxable or deductible in other years, and
it further excludes items of consolidated statement of comprehensive
income that are never taxable or deductible.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EXEHREME (K)

POLICIES (continued)
(I) Taxation (continued)

() |Mm|GR)

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amount 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 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 difference can be utilised. Such
assets and liabilities are not recognised if the temporary difference
arises from goodwill (or negative goodwill) or from the initial
recognition (other than a business combination) of other assets and
liabilities in a transaction that affects neither the taxable profit nor
the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investment in subsidiaries and associates,
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.

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all
or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply to the period when the liability is settled or the asset realised.
Deferred tax is charged or credited to the consolidated statement
of comprehensive income, except when it relates to items charged
or credited directly to equity, in which case the deferred tax is also
dealt with in equity.

(m) Provisions

Provisions are recognised when the Group has a present legal or
constructive obligation as a result of past events and it is probable
that an outflow of resources will be required to settle the obligation,
and a reliable estimate of the amount of the obligation can be made.
Provisions are reviewed at the end of each reporting period and
adjusted to reflect the current best estimate. Where the effect of the
time value of money is material, the amount of a provision is the
present value of the expenditures expected to be required to settle the
obligations.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(n)

(o)

(p)

Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past
events and whose existence will only be confirmed by the occurrence
or non-occurrence of one or more uncertain future events not wholly
within the control of the Group. It can also be a present obligation
arising from past events that is not recognised because it is not
probable that outflow of economic resources will be required or the
amount of obligation cannot be measured reliably. A contingent
liability is not recognised but is disclosed in the notes to the financial
statements. When a change in the probability of an outflow occurs so
that outflow is probable, they will then be recognised as a provision.

A contingent asset is a possible asset that arises from past events and
whose existence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain future events not wholly within
the control of the Group. A contingent asset is not recognised but is
disclosed in the notes to the financial statements when an inflow of
economic benefits is probable. When inflow is virtually certain, an
asset is recognised.

Dividends distribution

Final dividend proposed by the directors are classified as a
separate allocation of retained profits within the equity section of
the consolidated statement of financial position, until they have
been approved by shareholders in a general meeting. When these
dividends have been approved by the shareholders and declared,
they are recognised as a liability in the Group's financial statements.

Interim dividends are recognised as a liability when they are
proposed and declared.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in the respective functional
currency (i.e. the currency of the primary economic environment in
which the entity operates) at the rates of exchanges prevailing on
the dates of the transactions. At the end of each reporting period,
monetary items denominated in foreign currencies are retranslated at
the rates prevailing on the end of the reporting period.

Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing on the date
when the fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not
retranslated.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EXEHREME (&)

POLICIES (continued)
(p) Foreign currencies (continued)

(p) 5 (#)

Exchange differences arising on the seftlement of monetary items,
and on the translation of monetary items, are recognised in profit
or loss in the period in which they arise, except for exchange
differences arising on a monetary item that forms part of the
Company’s net investment in a foreign operation, in which case, such
exchange differences are recognised in equity in the consolidated
financial statements. Exchange differences arising on the
retranslation of non-monetary items carried at fair value are included
in profit or loss for the period except for differences arising on the
retranslation of non-monetary items in respect of which gains and
losses are recognised directly in equity, in which cases, the exchange
differences are also recognised directly in equity.

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group’s foreign operations are
translated into the presentation currency of the Group (i.e. Hong
Kong dollars) at the rate of exchange prevailing at the end of the
reporting period, and their income and expenses are translated at
the average exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which case, the exchange
rates prevailing at the dates of transactions are used. Exchange
differences arising, if any, are recognised as a separate component
of equity (the translation reserve). Such exchange differences are
recognised in profit or loss in the period in which the foreign
operation is disposed of.

Goodwill and fair value adjustments on identifiable assets acquired
arising on an acquisition of a foreign operation on or after 1 January
2005 are treated as assets and liabilities of that foreign operation
and translated at the rate of exchange prevailing at the end of the
reporting period. Exchange differences arising are recognised in the
translation reserve.

(q) Employee benefits

i Paid leave carried forward

The Group provides paid annual leave to its employees under
their employment contracts on a calendar year basis. Under
certain circumstances, such leave which remains untaken as
at the end of the reporting period is permitted to be carried
forward and utilised by the respective employees in the
following year. No accrual is made at the end of the reporting
period for the expected future cost of such paid leave earned
during the year by the employees and carried forward as the
amount is immaterial.
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For the year ended 31 March 2010 #HZE-Z-—ZTF=A=+—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(q) Employee benefits (continued)

ii.  Pension scheme

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF Scheme”)
under the Mandatory Provident Fund Schemes Ordinance for
those employees who are eligible to participate in the MPF
Scheme. Contributions are made based on a percentage of the
employees’ basic salaries and are charged to the consolidated
statement of comprehensive income as they become payable
in accordance with the rules of the MPF Scheme. The assets of
the MPF 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 MPF Scheme.

The employees of the Group’s subsidiaries which operates
in Mainland China are required to participate in a central
pension scheme operated by the local municipal government.
The contributions are charged to the consolidated statement of
comprehensive income as they become payable in accordance
with the rules of the central pension scheme.

(r) Equity-settled share-based payment

transaction

The fair value of share options granted is expensed on a straight-
line basis over the vesting period with a corresponding increase in
a capital reserve within equity. The fair value is measured at grant
date using the Black-Scholes-Merton option pricing model taking
info account the terms and conditions upon which the options were
granted. Where the employees have to meet vesting conditions
before becoming unconditionally entitled to the share options, the
total estimated fair value of the share options is spread over the
vesting period, taking into account the probability that the options
will vest.

During the vesting period, the number of share options that expected
to vest is reviewed. Any adjustment to the cumulative fair value
recognised in prior years is charged/credited to the consolidated
statement of comprehensive income for the year of the review, unless
the original employee expenses qualify for recognition as an asset,
(with a corresponding adjustment to the capital reserve) except where
forfeiture is only due to not achieving vesting conditions that relate
to the market price of the company’s shares. The equity amount is
recognised in the capital reserve until either the option is exercised
(when it is transferred to the share premium account] or the option
expires (when it is released directly to retained profits).
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For the year ended 31 March 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(s)

(1)

(v)

Related party transactions
A party is considered to be related to the Group if:

(i) the party, directly or indirectly through one or more
intermediaries, (a) controls, is controlled by, or is under
common control with, the Group; (b) has an interest in the
Group that gives it significant influence over the Group; or (c)
has joint control over the Group;

(i) the party is an associate;
(iii) the party is a jointly-controlled entity;

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

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

(vi) 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 (iv) or (v); or

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

A transaction is considered to be a related party transaction when
there is a transfer of resources or obligations between related
parties.

Cash and cash equivalents

Cash and cash equivalents include cash at bank and on hand,
demand deposits and shortterm, highly liquid investments which
are readily convertible into known amounts of cash and which are
subject to an insignificant risk of changes in value, and have a short
maturity of generally within three months when acquired, less bank
overdrafts which are repayable on demand and form an integral part
of the Group’s cash management.

Borrowing costs
Borrowing costs are interests and other costs incurred in connection
with the borrowing of funds. All borrowing costs are charged to the
consolidated statement of comprehensive income in the period in
which they are incurred.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(v) Leasing

Lleases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the lessee. All other leases are classified as operating leases.

The Group as lessee

Rentals payable under operating leases are charged to the
consolidated statement of comprehensive income on a straight-
line basis over the term of the relevant lease. Benefits received
and receivable as an incentive to enter into an operating lease are
recognised as a reduction of rental expense over the lease term on a
straight line basis.

Prepaid land premiums under operating leases are initially stated at
cost and subsequently recognised on the straight-line basis over the
lease terms.

(w) Segment reporting

Operating segments, and the amounts of each segment item
reported in the financial statements, are identified from the financial
information provided regularly to the Group’s most senior executive
management for the purposes of allocating resources to, and
assessing the performance of, the Group’s various lines of business
and geographical locations.

Individually material operating segments are not aggregated for
financial reporting purposes unless the segments have similar
economic characteristics and are similar economic characteristics
and are similar in respect of the nature of products and services, the
nature of production processes, the type of class of customers, the
methods used to distribute the products or provide the services, and
the nature of the regulatory environment. Operating segments which
are not individually material may be aggregated if they share a
majority of these criteria.

(x) Government grants

Government grants are recognised at their fair value where there is a
reasonable assurance that the grant will be received and the Group
will comply with all attached conditions. Government grants relating
to costs are deferred and recognised in the consolidated statements
of comprehensive income over the period necessary to match them
with costs that they are intended to compensate and are presented
separately from the costs. Government grants relating to the purchase
of property, plant and equipment are included in non-current
liabilities as deferred government grants and are recognised in the
consolidated statements of comprehensive income on a straight-line
basis over the expected lives of the related assets.
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4. CRITICAL ACCOUNTING JUDGMENTS AND KEY

SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are described
in Note 3 to the financial statements, management is required to make
judgments, estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period or in
the period of the revision and future periods if the revision affects both
current and future periods.

Critical judgments in applying accounting policies
The following are the critical judgments, apart from those involving
estimations, that management has made in the process of applying the
Group’s accounting policies and that have the most significant effect on
the amounts recognised in the consolidated financial statements.

(i)  Income taxes

The Group is subject to income taxes in numerous jurisdictions.
Significant judgment is required in determining the worldwide
provision for income taxes. There are many transactions and
calculations for which the ultimate tax determination is uncertain
during the ordinary course of business. The Group recognises
liabilities for anticipated tax audit issues based on estimates of
whether additional taxes will be due. Where the final tax outcome
of these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and deferred
tax provisions in the period in which such determination is made.

(i) Impairment of assets

The Group tests annually whether the assets have suffered any
impairment. The recoverable amount of an asset or a cash generating
unit is determined based on value-in-use calculations which require
the use of assumptions and estimates.

(iii) Estimated impairment of goodwill

The Group performs annual tests on whether there has impairment
of goodwill in accordance with the accounting policy stated in Note
21. The recoverable amounts of cash generating units are determined
based on value-in-use calculations. These calculations require the
use of estimates and assumptions made by management on the
future operation of the business, pre-tax discount rates, and other
assumptions underlying the value-in-use calculations.
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4, CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)
Critical judgments in applying accounting policies
(continued)

(iv)

(vi)

(vii)

(vl

Provision for obsolete inventories

Management reviews the condition of inventories of the Group at the
end of each reporting period and makes provision for obsolete and
slow-moving inventory items identified that are no longer suitable
for sale. Management estimates the net realisable value for such
inventories based primarily on the latest invoice prices and current
market conditions. Management reassesses the estimation at the end
of each reporting period.

Share-based payment

The valuation of the fair value of share options granted requires
judgment in determining the expected volatility of the share price,
the dividends expected on the shares, the risk free interest rate
during the life of the options and the number of share options that
are expected to become exercisable, details of which are set in
Note 35 to the financial statements. Where the actual outcome of
the number of exercisable options is different from the previously
estimated number of exercisable options, such difference will have
impact on the consolidated statement of comprehensive income in the
subsequent remaining vesting period of the relevant share options.

Estimated impairment of trade receivables

When there is objective evidence of impairment loss, the Group
takes into consideration the estimation of future cash flows. The
amount of the impairment 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 (i.e. the effective interest rate computed at initial recognition).
Where the actual future cash flows are less than expected,
impairment loss may arise. As at 31 March 2010, the carrying
amount of trade receivables is approximately HK$1,065,000 (2009:
HK$33,616,000; 2008: HK$20,469,000).

Fair value of derivatives and other financial instruments

The fair value of financial instruments that are not traded in an active
market is determined by using valuation techniques. The Group uses
its judgment to select a variety of methods and make assumptions that
are mainly based on market conditions existing at the end of each
reporting period.

Property, plant and equipment

In accordance with HKAS 16, the Group estimates the useful lives of
property, plant and equipment in order to determine the amount of
depreciation expenses to be recorded. The useful lives are estimated
at the time the asset is acquired based on historical experience, the
expected usage, wear and tear of the assets, as well as technical
obsolescence arising from changes in the market demands or service
output of the assets. The Group also perform annual reviews on
whether the assumptions made on useful lives continue to be valid.
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FINANCIAL RISK MANAGEMENT
Financial risk management objectives and policies

The Group’s major financial instruments include borrowings and cash

and cash equivalents. Details of these financial instruments are disclosed

in respective notes. The risks associated with these financial instruments

and the policies on how to mitigate these risks are set out below. The

management manages and monitors these exposures to ensure appropriate

measures are implemented on a timely and effective manner.

Market risk

(i)

Foreign currency risk

The Group operates mainly in the People’s Republic of China (the
“PRC”), Macau and Hong Kong and majority of transactions are
denominated in Hong Kong dollars (“HK$”), Macau Pataca (“MOP”)
and Renminbi (“RMB”). The Group is exposed to limited foreign
exchange risk as most assets and liabilities are denominated in HK$,
MOP, and RMB. Therefore the Group is exposed to foreign exchange
risk arising from these currency exposures. The conversion of RMB
into foreign currencies is subject to the rules and regulations of
foreign exchange control promulgated by the PRC government. The
Group is exposed to foreign exchange risk in respect of exchange
fluctuation of HK$ against RMB. The Group currently does not have a
foreign currency hedging policy in respect of foreign currency assets
and liabilities. The Group will monitor its foreign currency exposure
closely and will consider hedging significant foreign currency
exposure should the need arise.

The carrying amounts of the Group’s foreign currency denominated
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monetary assets and monetary liabilities at the end of the reporting FEMEEEMENT :
period are as follows:
31 March 31 March 31 March
2010 2009 2008
—2—FF —EENEF —EENE
=A=+—H =B=+—H =A=+-—H
HK$’000 HK$’ 000 HK$’ 000
FTHET FE T FE T
Assets gE
RMB AR 162,251 127,871 333,969
usD ESpH 901 4,534 10,740
MOP R PR 8 752 91
Liabilities &f®/
RMB AR 1,294 320,090 330,440
usD EPH - 105 -

Sino Resources Group Limited e Annual Report 2010

74



75

Notes to the Financial Statements

B 7S ¥R MY RE

For the year ended 31 March 2010 #HZE-Z-—ZTF=A=+—HILFE

5. FINANCIAL RISK MANAGEMENT (continued)

Financial risk management objectives and policies
(continued)

Market risk (continued)

(il Foreign currency risk (continued)

5. M
o)

h

HGREEE (#|)
LCRARETEAMRRBE (W)

% W B (18)

(i) SME S ()
Sensitivity analysis on foreign currency risk management HNERREE Y BURE D
The following table details the Group’s sensitivity to a 5% increase TS AEEMAETSAENEHER
and decrease in HK$ against the relevant foreign currencies. BES%ZHEBE HADEIEEEASR
5% is the sensitivity rate used when reporting foreign currency = HNE LR B BRI 2 SR E bt R B 5% -
risk internally to key management personnel and represents HASEEI LA E N> EREE .
management’s assessment of the reasonably possible change in BUBE DN DE N RS S
foreign exchange rates. The sensitivity analysis includes outstanding BE TEUHREAFECREEESR L
foreign currency denominated monetary items, and adjusts their W59 > SR o GRS M N 4T AR 2
translation at the year end for a 5% change in foreign currency BAEENEI LRSS TAEY
rates. The sensitivity analysis includes external loans as well as loans HEBLUER A U EEEE o T
to foreign operations within the Group where the denomination of e B R T S AR R T E 5%
the loan is in a currency other than the currency of the lender of the B3R 2 D BB o f455 7T M MBI S
borrower. A negative number below indicates a decrease in profit 5% RAGELBARSBZSES
where the Hong Kong dollars strengthen 5% against the relevant T B e B T8 o
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 balances below would be positive.
31 March 31 March 31 March
2010 2009 2008
ot 2l 23 —EENEF —EENEF
=A=+—H =A=+-—H =A=+-—H
HK$’000 HK$' 000 HK$'000
TRT FTER TER
Impact of RMB ARB 28 &
Profit or loss (note) AR EE () 8,048 9,611 44,916
Note: Btat -
This is mainly attributable to the exposure outstanding on receivables and FTERABRFEREEBZEBTE BRI
payables denominated in respective currencies at the year end. T8 % B& {9 5% 75 P IE B B9 LBk o
(i) Price risk (i) EBEEE

The Group’s equity investments classified as available-for-sale
financial assets which are measured at fair value at the end of
each reporting period and expose the Group to equity price risk.
The Group’s equity price risk is mainly concentrated on equity
securities operating in purchases and sales of listed securities, which
are quoted in the Stock Exchange. The management manages this
exposure by maintaining a portfolio of investments with different risk
profiles. In addition, the Group will monitor the price risk and will
consider hedging the risk exposure should the need rise.
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For the year ended 31 March 2010 #HZ-T T4

5. FINANCIAL RISK MANAGEMENT (continued)

Financial risk management objectives and policies
(continued)

Market risk (continued)
(i) Price risk (continued)
Sensitivity analysis on price risk management

The sensitivity analysis below has been determined based on the
exposure to equity price risk at the reporting date.

If equity prices had been 5% higher/lower, the Group's:

e available-for-sale financial assets fair value reserve would
increase/decrease by approximately HK$ Nil (2009: increase/
decrease by approximately HK$421,000; 2008: increase/
decrease by approximately HK$519,000) as a result of the
changes in fair value of available-for-sale financial assets.

(i) Interest rate risk

The Group’s cash flow interest rate risk relates primarily to variable-
rate borrowings. It is the Group’s policy to keep its borrowings at
floating rate of interests so as to minimise the fair value interest rate
risk.

The Group’s exposures to inferest rates on financial assets and
financial liabilities are detailed in the liquidity risk management
section of this note. The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of HSBC prime rate arising from the
Group's Hong Kong dollar denominated borrowings.

Sensitivity analysis on interest rate risk management

The sensitivity analyses below have been determined based on
the exposure to interest rates for derivatives and non-derivative
instruments at the end of the reporting period. The analysis is
prepared assuming the financial instruments outstanding at the end of
the reporting period were outstanding for the whole year. A 50 basis
points (2009: 50 basis points; 2008: Nil) increase or decrease in
HSBC prime rate is used when reporting interest rate risk internally to
key management personnel and represents management’s assessment
of the reasonably possible change in interest rates.

If interest rates had been 50 basis points higher/lower and all other
variable were held constant, the Group's:

e  post tax profit for the year ended 31 March 2010 would
decrease/increase by HK$674,000 (2009: HK$23,000; 2008:
Nil). This is mainly attributable to the Group’s exposure to
interest rates on its variable rate borrowings.

R R R

I=+t—HILFE

5. MERBRER (#)
MERREEREBREBE ()

45 W PR (48)

(i) EEmEE (&)
BEEAREESRED N
UTHBESNIIRIEREABAEY 2
PR 7S B 4% [ B 1 B E

i RAERE L F T HRS% - AEME :

o UHHENKEELATEMKESS
n/ BOERT (ZETAE M
WA#421,0008 T B \F 1
/WA #519,0008T) - TERE
RABEEMBEEENAFEEES -

fiii)  FYE @
AEENESHRERRIES R T EMER -
REBHBRERFEETEE  WUREA
FEMNERR -

FEBEBEERMEEGEHF REREF
BERAMEZRDESRBEE— - &
EEzRERENEZARTIEERELE
BUBTRAENZEEMELELRTR
BENEZRE -

R = b BB BURE DM
UTHREINIREITETARIENE
TEFRERZANZRRMEE - R
DRENRBERCTEENEREZZHH
TAREREREF HETEEBEAERD
BEE 5 ) == 2 Bex B Eﬁﬁlﬁﬁiﬁﬁﬁﬁﬁﬂ
RSOEEH (ZZEZNF 50EER S =F
TNEE)NERE UEERRARZ
SET R R E 2T -

i K= EF THRESOMBEES  Hib g H s
FTE AAKR:

s REBE-EZ-ZTF=A=+-HL
FEZBRBERABED EMNH
674,000 T (ZZZ AL : 23,000
B CREREN\F H) EEREDR
EEFEARRA=EMHE (DEE
AR FEHPZHHRTR) fEEZ
=R -
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For the year ended 31 March 2010 #Hz—-%

TE=H=A

HIEFE

5. FINANCIAL RISK MANAGEMENT (continued)

5. MERBRER (#)

Credit risk

As at 31 March 2010, 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
statement of financial position.

In order to minimise the credit risk, the management of the Group has
credit approvals and other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In this regards, the directors of
the Company consider that the Group’s credit risk is significantly reduced.

The Group’s credit risk is primarily attributable to trade or other
receivables. The Group has no significant concentrations of credit risk. The
exposures to these credit risks are monitored on an ongoing basis.

Liquidity risk

The Group manages liquidity risk by maintaining adequate cash and cash
equivalents, monitoring forecast and actual cash flows and matching the
maturity profiles of financial assets and liabilities.

The liquidity risk is under continuous monitoring by management. Reports
with maturity dates of other borrowings and thus the liquidity requirement
are provided to management for review periodically. Management will
raise or refinance bank borrowings whenever necessary.

The table below analyses the Group’s financial liabilities that will be
settled into relevant maturity groupings based on the remaining period
at the end of the reporting period to the contractual maturity date. The

55 W B2

R=ZZB-ZF=ZA=Z+—HB AXZHH K&
TEEMARAEEGTRUBEE 2 AEBHK
FERR  DREGSHBMRIRATSHEE
RYBEEIREE -

AEEERBRRERE AEEEEETEARE
EMERHEMEERF  URAKNRETDE
WafEL BUMS  ARAESRHAEE

ZEERRE KIEREE -

FEBZEERARTEHESREMBERIREE
o AEBYBEREEETEAR AEEER
BEZFEHZEERR-

it B B & B
AEEEBERARRSRBITHL BERR
REBRSHE URBEHBEEREHZE
HEME BHEERDESAR -

EEEREEERDESRKE HEHMERE
HEREERDESTRZBEEHOEEER
RUAMERN  SER  EEESENRTEER
HHETHBRME -

TRETAEBEEE 2HBEE  LTREME
BREHAR  RERREPTEEESNEHA
ZHRBHMEETON - RARBZEBREEHN

amounts disclosed in the table are based on the contractual undiscounted WMITIHATHAE  #BWT
payments, as follows:
At 31 March 2010
R-Z-Z25£=H=+-H
Between Between Between More Total Total
Less than 1to3 3 months 1 year than undiscounted carrying
1 month months  to 1 year to 5 years 5 years cash flow amount
HRIB
—{EAR —E=@ER =@ERAE-F¥ —F£FIif BBLE BeR HEmE
HK$’ 000 HK$'000 HK$'000 HK$’000 HK$’000 HK$’000 HK$'000
TER TER TET TER TERr TER TET
Non-derivative ETEMBRAR
financial liabilities
Accrued liabilities R EERHM
and other payables B FE 5,135 - 211,213 - - 216,348 216,348
Amounts due to shareholders EfRER
and a director —ZEENE - 94,182 44,335 - - 138,517 138,517
Other borrowings Hitifg & - - 5,165 - - 5,165 5,165
Convertible notes EE:TES - - - 173,500 - 173,500 128,592
Total @t 5,135 94,182 260,713 173,500 - 533,530 488,622

Sino Resources Group Limited e Annual Report 2010



Notes to the Financial Statements

B ISR MY EE

For the year ended 31 March 2010 HZE=Z—ZF=/A=+—HItFE

5. FINANCIAL RISK MANAGEMENT (continued) 5. MERBER (]

Liquidity risk (continued) REE SRR (E)
At 31 March 2009
R-ZSBAFZA=+—H

Between Between Between More Total Total

Less than 1to3 3 months 1 year than undiscounted carrying

1 month months  to 1 year to 5 years 5 years  cash flow amount
HERHE

—EARm —EZf@R ZERE-¥ -—-H£EIF BBRLE Ran HIREE
HK$' 000 HK$'000 HK$'000 HK$’000 HK$’000 HK$’000 HK$'000

TER TER TAR TER TERr TER TET
Non-derivative FTERBAR
financial liabilities
Trade payables ERESHE 18,464 4,633 = = = 23,097 23,097
Accrued liabilities 2taBERHM
and other payables g 414,893 = 1,650 = = 416,543 416,543
Amount due to a shareholder Bt RERFE - = = 11,118 = 11,118 11,118
Other borrowings HibfE & 15,681 18,272 = = = 33,953 33,953
Other long term liabilities HttRHEE - - - 76,713 - 76,713 76,713
Convertible notes TRRES = = = 173,500 = 173,500 115,988
Total @t 449,038 22,905 1,650 261,331 - 734,924 677,412

At 31 March 2008
R-EEN\E=A=+—-H

Between Between Between More Total Total

Less than 1to3 3 months 1 year than undiscounted carrying

1 month months  to 1 year to 5 years 5 years  cash flow amount
HERHE

—EAR —EZf@R ZERE-¥ -—-H£EIF BRLE Ran HIREE
HK$' 000 HK$'000 HK$'000 HK$’000 HK$’000 HK$’000 HK$'000

TER TET TAR TER TERr TER TET
Non-derivative FTERBAR
financial liabilities
Trade payables ERESFHE 2,741 297 821 = = 3,859 3,859
Accrued liabilities ZtEERHM
and other payables B EE 25,053 323,778 234,997 = = 583,828 583,828
Other long term liabilities HttRHBEE - - - 28,545 47,147 75,692 75,692
Convertible notes TRRES - - - 345,000 = 345,000 196,518

Total #ast 27,794 324,075 235,818 373,545 47,147 1,008,379 859,897
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5. FINANCIAL RISK MANAGEMENT (continued)

Fair value of financial instruments

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

e  the fair value of financial assets and financial liabilities (including
derivative instruments) with standard terms and conditions and traded
on active liquid markets are determined with reference to quoted
market bid prices and ask prices respectively; and

e the fair value of other financial assets and financial liabilities
(including derivative instruments) are determined in accordance
with generally accepted pricing models based on discounted cash
flow analysis using prices or rates from observable current market
transaction as input. For an option-based derivative, the fair value is
estimated using option pricing model.

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

Fair value measurements recognised in the consolidated statement of
financial position

The following table provides an analysis of financial instruments that are
measured subsequent to initial recognition at fair value, grouped into
Levels 1 to 3 based on the degree to which the fair value is observable:

- Level 1 fair value measurements are those derived from quoted prices
(unadijusted) in active markets for identical assets or liabilities;

- Llevel 2 fair value measurements are those derived from inputs other
than quoted prices included within Level 1 that are observable for
the asset or liability, either directly (i.e. as prices) or indirectly (i.e.
derived from prices); and

—  level 3 fair value measurements are those derived from valuation
techniques that include inputs for the asset or liability that are not
based on observable market data (unobservable inputs).

5. MERBREE (&)
MEIRZAFE
MBEERMBEEZAFPERUATHREE

o EAEEEKRRGHNH  YRIBERBHSE
BEHBEERMBAEE (BETELIR)
ZRAFE DARSENSEARBLERE
EBE R

e HUUBEERMBEB(BENTEIR)
ZARE DREAREEEN  WRFR
REREDN  HAFERBAZTERRE
TEXGZERBBERTE - UBELAE
EOOETAME D FEDRABEEE
B o

KRBREERR RESUBRREHEZHKE
ERVYREEREEREQATERS -

REEH BN RRAER 2 A FETE

TREHNSBRARRATVEFAEZUEIAS
o DREBAFEZAVEERESAE —EE=
o

- E-RLVEFEDEHEREEREEBE
BTS2 HRE (CRERR) S

- EZRLATEFEHAE-RARBEUIS
ZUBEEEREEHBEERE (MER) R
B (BRBER) B

- EZRATVEFEABEHENTEHED
SHE (FTUEEHE) AERCEESE
BEBEZEERNEH -

Financial assets
Derivative component of
convertible notes

Level 1 Level 2 Level 3 Total
E—#R E_R E= #at
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
FE T FE T FHET FHET

MEBEIR
AR EE ZOTE RS

There were no transfers between Levels 1 and 2 in the current year.
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5. FINANCIAL RISK MANAGEMENT (continued)

Capital risk management

The Group manages its capital to ensure that entities in the Group will
be able to continue as a going concern while maximising the return to
stakeholders through the optimisation of the debt and equity balance. The
Group's overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debts (which includes other
borrowings, convertible notes), cash and cash equivalents, and equity
attributable to owners of the Company, comprising issued share capital
and reserves.

The directors of the Company review the capital structure on an annual
basis. As part of this review, the directors of the Company consider the
cost of capital and the risks associated with each class of capital.

The Group monitors capital using gearing ratio, which is calculated as
either total borrowings divided by total capital or net borrowings divided
by total capital. The gearing ratios as at the end of the reporting period
are as follows:

5. HERBREE (&)

"HEERETE
AEEERHES  URASEEBRETE
EEE CEBEEBREREHATEAMN

EERERER - NEB 2 EERBEFTE
BEEAFER-

FEBCEALBOREER (HEBEAMESR
TRBRRE) RERRESLEERERAQAE
EARGES (HEBECSBTRERRE) -

FEEESTFRVESES - FRLBNZ—
B AEEESEREARAREHESKEH
Z Bk o

FEBRAEAGELREREN - NAEER
LBEASFEERNBES - RBEHTLE B
REXREELEMT

31 March 31 March 31 March

2010 2009 2008

—E—=5F —EENF —EENF

=ZA=+—-B =A=+-8 =A=+-A8

HK$’000 HK$’ 000 HK$’ 000

T#T FTET FHET

Total debt (i) BEH() 272,274 161,059 196,518

Less: Cash and cash equivalents W BEERRESEMEER (5,514) (51,540) (67,839)

Net debt FER 266,760 109,519 128,679

Equin il T3 (i) (303,620) 607,096 179,440

Net debt to equity ratio FEBEERLE 88.1% 18% 71%

Total debt to equity ratio BEBEERILE 89.7% 27% 109%
Notes: Hat

(i)  Total debt comprises amounts due to shareholders and a director, other
borrowings and convertible notes as detailed in Notes 27, 29 and 31
respectively.

(i) Equity includes all capital and reserves of the Group.

(i) REBEEENRRR-BEZHERTER
R (BB ED B ERMEE27 ~ 29%31) ©

(i) HERBEAKEZRBEEARMEE -
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6.

EF=A=1+—HIFE

SEGMENT INFORMATION

The Group has adopted HKFRS 8 Operating Segments with effect
from 1 April 2009. HKFRS 8 is a disclosure standard that requires
operating segments to be identified on the basis of internal reports
about components of the Group that are regularly reviewed by the chief
operating decision maker for the purposes of allocating resources to
segments and assessing their performance. In contrast, the predecessor
standard (HKAS 14 Segment Reporting) required an entity to identify
two sets of segments (business and geographical), using a risks and
returns approach. In the past, the Group’s primary reporting segment
was business segment. The adoption of HKFRS 8 has not resulted in a
redesignation of the Group’s reportable segments as compared with the
primary reportable segments determined in accordance with HKAS 14.

The Group organised info two operating divisions: trade shows and
exhibition operation and resources operation in coal. These divisions are
the basis on which the Group reports its segment information.

The two operating and reportable segments are as follows:

Trade shows and exhibition Trade shows and exhibition operation
operation and providing ancillary services in
Hong Kong, Macau and the
United Kingdom

Resources operation in coal Production and sale of coal in the PRC
During the year ended 31 March 2010, the Group lost its resources
operation in coal.
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6. HEMRH (W)

SWBARKIR
AEERAREERTRRS B 2 HH W

6. SEGMENT INFORMATION (continued)
Segment revenues and results

The following is an analysis of the Group’s revenue and results by

reportable segment:

T

2010
Continuing Discontinued
operations  operations
tod E#I1E
BERXY BERY
Trade shows Resources
and exhibition operation
operation in coal Consolidated
HERHERZ
RESEEH BEXH o
HK$’ 000 HK$’ 000 HK$’ 000
FTHER FTER TER
Turnover - 3§
Turnover from external customers RENREFZEXELE 87,374 = 87,374
Result £
Segment result pai e 4,428 = 4,428
Unallocated income RO BUBA 245
Unallocated corporate expenses RAOBMEEZH (25,544)
Gain on disposal of a subsidiary HEME D B 2 s 2,032 - 2,032
Loss arising from loss of control of WAHMB AR Z
a subsidiary BHEEEER - (797,129 (797,129
Finance costs AR A (22,924)
Loss before tax RRBE Al 5 18 (838,892)
Taxation BB 1,156
Loss for the year rEEEIE (837,736)
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6. SEGMENT INFORMATION (continued)

6. HEMRH (W)

Segment revenues and results (continued) SEHBMARESE (B)
2009
Discontinued
operations
Continuing B#IE
operations BEXRH
FREERS Resources
Trade shows operation
and exhibition in coal Consolidated
operation RRHERZ R
RESERH BEEH
HK$’ 000 HK$’ 000 HK$’ 000
FHET FHET FHBT
Turnover BER
Turnover from external customers RENREFZEXEE 213,440 395,793 609,233
Result £
Segment result D EBEELE (11,243) 159,737 148,494
Unallocated income ROEKRA 2,680
Unallocated corporate expenses RAOBEFEZH (29,896)
Finance costs A& A (21,594)
Profit before tax BRBE AR 99,684
Taxation Bi1E (43,126)
Profit for the year AT 56,558

Turnover reported above represents revenue generated from external
customers. There were no inter-segment sales in the year (2009: nil).

Segment results represent the profit/(loss) generated by each segment
without allocation of corporate expenses, finance costs and income tax
expenses. This is the measure reported to the chief operating decision
maker for the purposes of resource allocation and assessment of segment
measurement.

Sino Resources Group Limited ® Annual Report 2010

EXFEHEXBERBMAETS 2WE - B
REERALBABPHE(ZZZNF - HE)

DREBERDIBEEEMAS MERARAEH
XA MO EEZERN, (FR) - LAREEE
HBERREBREADBERKRAEOBREZS
& e



Notes to the Financial Statements

B IS AR MY RE

BE-Z-TH-F=+—AL5E
6. BEEH(#])

For the year ended 31 March 2010

6. SEGMENT INFORMATION (continued)

Segment assets and liabilities SBMEIERAE
2010
Discontinued
operations
Continuing B#IE
operations BEXRB
FRBERY Resources
Trade shows operation
and exhibition in coal Consolidated
operation R Z
REERY RERH e
HK$' 000 HK$’ 000 HK$’ 000
TET FET FET
Assets BE
Segment assets PEEE 21,492 - 21,492
Unallocated corporate assets RAOMEEEE 173,141
194,633
Liabilities afR
Segment liabilities PHERB 46,836 = 46,836
Unallocated corporate liabilities AOBEEARS 451,417
498,253
2009
Continuing Discontinued
operations  operations
518 B#I1E
BERY BERY
Trade shows Resources
and exhibition operation
operation in coal Consolidated
BREHERZ
RESEERH BEXH o
HK$’ 000 HK$' 000 HK$' 000
FET FET FET
Assets BE
Segment assets DEBEE 38,947 1,329,482 1,368,429
Unallocated corporate assets ROBMEEEE 25,833
1,394,262
Liabilities
Segment liabilities PEHERF 72,243 242,746 314,989
Unallocated corporate liabilities PEEEEE 472,177
787,166
For the purpose of monitoring segment performance and allocating MEEIHRRBERIEOFEERMS :
resources between segments:
e all assets are allocated to reportable segments other than corporate e RIELEBEERTEI MEEEIBEAHR
assets and goodwill; and RO &
e all liabilities are allocated to reportable segments other than e REXEEB - TRREERELEHEEE

S FTEEBEIBMETHRD R -

corporate liabilities, convertible notes and deferred tax liabilities.
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6. SEGMENT INFORMATION (continued) 6. HWEH ()
Other segment information HttH#MEIHE
Depreciation and Additions to
amortisation non-current assets
ER S ERENEE 21BN
2010 2009 2010 2009
—E—FF ZEENF —E—-25F —EEAF
HK$’000 HK$' 000 HK$’ 000 HK$'000
TET FHERT TER FET
Trade shows and RESXK
exhibition operation 928 4,434 45 1,067
Resources operation in coal BREREzERER - 118,437 - 179,666
Unallocated KRB 315 187 77 2,521
1,243 123,058 122 183,254
In addition to the depreciation and amortisation reported above, REXHREZTERBEN 2BIRTE K
impairment losses of approximately HK$377,000 (2009: Nil) and HK$Nil ERREREFEERZBERIEN377,000
(2009: HK$8,407,000) were recognised in respect of property, plant BLT(ZEBAF  E)REEBERL(ZEZNF
and equipment and intangible assets respectively. These impairment losses 8,407,000 ) - ZERHEFBEDNESRES
were attributable to the trade shows and exhibition operation. RERESEBMEH -
Geographical information it EFE
The Group's operations are mainly located in Hong Kong, Macau, UK and REFBzRKREXEMNNES - B -#HBE RS
the PRC. The following table provides an analysis of the Group’s turnover o TRIEMIZHMET BRI AEBLETE
by geographical market, irrespective of the origin of the goods/services: oM UBREBE R REZHR
Turnover by
geographical market
BRBWETHESZERE
2010 2009
—E—FF —ETNF
HK$’000 HK$’000
TERT FE T
Hong Kong B8 77,165 181,740
Macau B - 24,454
UK ZE 6,704 7,245
The PRC R E 3,505 395,794
87,374 609,233
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SEGMENT INFORMATION (continued)

Geographical information (continued)

The following is an analysis of the carrying amount of non-current
assets (excluding deferred tax assets and derivative financial instrument)
analysed by the geographical area in which the assets are located:

Hong Kong 58
The PRC H

6.

SHMEHR &)

WERH (&)
TRAFRDEE (FTEREERBREERITE
BRTR)REEMELED 2B DI

Carrying amount
of non-current assets*

FRBBEZREE"
2010 2009
—E2-25F —EERF
HK$’000 HK$'000
THET FET
1,886 345,396
= 888,959
1,886 1,234,355

*  Non-current assets excluding financial instruments and deferred tax

assetfs.

Information about major customers

For the year ended 31 March 2010, included in revenues arising from
trade show and exhibition operation of HK$87,374,000 are revenues
of approximately HK$10,773,000 which arose from the Group largest
customer.

TURNOVER AND OTHER REVENUE

Turnover represents the aggregate of participation fee income, hotel
and travel package income, and advertising fee income. Relating to the
sales in the UK, the turnover is stated net of output value added tax of
approximately HK$1,422,000 (2009: HK$2,063,000) accrued at 17.5%
of the gross income generated from the exhibition and shows held in the
UK (2009: 17.5% of gross income generated from the exhibition and
shows held in the UK).

An analysis of the Group’s turnover and other revenue from continuing
operation is as follows:

Turnover BExa@

Participation fee income ZREBEWA

Hotel and travel package income BIERREEZRA
Advertising fee income BEERA

Other revenue Htly 2

Interest income R E WA

Ancillary services for participation services SRR 2B E RS
Floor management fee income S EREERA
Forfeited deposit received ELE -1 A &
Sundry income MIEKA

Total revenue Bl e

Y FRBEETEBEUETAREEHELE -

EREEERZEH

BE-E-—TFE=-ZA=Z=+—-HALEE RE
EEBELS ZNFHS87,374,0008B T EH Y
10,773,000 T 2 W KRB AREBBAEF -

EXRTRHAMEE

EABEFREREBRESREGCSRER
AABBRA - EERBREEZWARES
BRA -BERBZHEENS EXEER
EEERER1,422,0008 T (ZBBNF
2,063,0007% 7t) % I f& © 5 BB I8 LU1E S B 8
WrRESRESREGMELANAELAK
AZ175%(—EBAE : AREEPCRES

RESRESMEEBRAZ17.5%) TR -

FAEESELSEXB o EXBRAMBE D 0

T

The Group
2010 2009
—E—=5F —EENF
HK$’000 HK$' 000
FET FHET
(restated)
(&)
78,151 196,170
2,902 9,682
6,321 7,588
87,374 213,440
28 866
1,187 -
- 1,500
1,723 68
352 -
3,290 2,434
90,664 215,874
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8. LOSS FROM OPERATING ACTIVITIES 8. BEEHER
The Group
*5H
2010 2009
—E—FF —EENAF
HK$’000 HK$’ 000
TFHET FHET
(restated)
(RE5)
Continuing operations BEEBERE
The Group's loss from operating activities rEBZREXEBER
is arrived at after charging: 2k :
Amortisation of intangible assets EBREEHE = 1,978
Depreciation of property, plant and equipment ME- -BERRBEZINE 1,243 2,643
Total amortisation and depreciation WERBHALE 1,243 4,621
Staff costs (including directors’ remuneration BINAK(BREESHWE (F:210))
(Note 10))
- wages and salaries - TER#HE 26,558 51,524
— retirement benefits scheme contributions —RIRBFGHBIAR 341 930
26,899 52,454
Auditors’ remuneration 1% SHET BN 700 1,900
Minimum lease payments under operating lease THREFEKEHEES
rentals of land and buildings (note (i)) ZBRIEEE SR M EZ()) 6,792 39,700
Transfer from equity on disposal of HETHFEEREREREEE
available-for-sale investments - 4,351
and after crediting: I AEFTA
Other income: Htr A -
Exchange differences, net ERE=EFE 268 -
Fair value change of derivative MTESMIAEATEEEZD
financial instrument - 2,047
Other income H e A 1,008 574
1,276 2,621
Note: Mt -
(i)  For the year ended 31 March 2009, the amount includes rentals paid for ) BE=FFAF=A=+-ALFE ZEX

HEERRERRT 2 REGRESRES 2
BN 2EE  CHRRAFEESXH
BB 217 5% R 2 EIEBER 1,194,000
BT e

the venues of exhibitions and trade shows held in the United Kingdom,
net of input value added tax of approximately HK$1,194,000 accrued at
17.5% of the gross rental expenses for the year.
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9.

10.

FINANCE COSTS

Continuing operations

Interests on other borrowings wholly repayable

within five years

Interests on amounts due to shareholders and

Notes to the Financial Statements

B IS AR MY RE

BFREERY
ARAFEREBEEAGBEEZFE

a director wholly repayable within five years

Imputed interest expense on convertible notes (Note 31)

For the year ended 31 March 2010

9.

ARNEEAR—SEFEUMBEY
BER - SEFRA2FL
TRREEZ EEFIEM (M23])

BE-_Z-ZE=A=+—HIFE
L340 S
The Group
*5H
2010 2009
—E—FF ZEEAF
HK$’000 HK$’ 000
THET FTHET
(restated)
(@Eﬁﬂ)
354 273
10,350 118
12,220 13,640
22,924 14,031

DIRECTORS’ REMUNERATION

Directors’ remuneration for the year ended 31 March 2010, disclosed
pursuant to the Listing Rules and Section 161 of the Hong Kong

Companies Ordinance, is as follows:

Name of Director

£ 31

2010:
Executive directors
Ms. Geng Ying

(appointed on 1 August 2009)
Mr. Gao Feng

(appointed on 15 June 2009)
Mr. Chiu Sui Keung

(appointed on 20 April 2009)
Mr. Sun Wei

(appointed on 20 April 2009)
Mr. Cheung Shui Kwai

(resigned on 6 April 2009)
Mr. Chan Siv Chung

(resigned on 20 April 2009)
Mr. Javed Igbal Khan

[resigned on 6 April 2009)
Mr. Fong Wang

(resigned on 20 April 2009)
Mr. Ip Ki Cheung

(re-designated on 15 June 2009)
Mr. Hung Chen, Richael

[resigned on T August 2009)

Non-executive director

Mr. Ip Ki Cheung
(re-designated on 15 June 2009 and
resigned on 15 July 2009)

Independent non-executive directors
Mr. Cheng Wing Keung, Raymond
Mr Lu Xin
Mr Tang Ping Sum
(appointed on 30 April 2009)
Mr. Cheng Hong Kei
(resigned on 30 April 2009)

P
BMES
RExt
(R=ZBENE/ f-HEZS)
Bl ¥
(R-ZENEAATEREZR)
BRBEE
(R=Z2ENERF=1HEZH)
BEAE
(R=EENFOA=1HEER)
RRELE
(R=FENEHA AR
REBEE
(R=FEAEHA=1HFE)
BEELE
(R=EENFOAAHEE)
hERE
(R=Z2ENELF=1AFHE)
55 ¥
(R=ZENEAFTHABELE)
AHAE
(R=ZEENE/F-HEE)

FHTES

0k
(R=EENEAFTEAHAY
K-EENELATHARHE)

BUFMTES

gxars

EREE

BRALE
(K=FEREMA=1HEER)

PEHEE
(R=Z2ENEBF=1AFHE)

Fees
fig
HK$000
TER

120
120

110

364

10.ESE &

Basic
salaries
E5Fe
HK$" 000

TER

333
1,438
951
260
26
88

457

1,192

BELHRURBBLRME IO MR ZREM
AREBE_ZT-ZF-A=+-HLFEZE

EMEmT :

The Group and the Company
FRARFLEF Provident
Housing fund
allowances Bonuses contributions
BEEN T AREHR
HK$000 HK$000 HK$' 000
*?%7—;” TER 7 TER
= = 10
_ = 12
- - 11
14 - 1
46 - 1
244 - 4
- - 4
304 - 43

Total
At
HK$' 000
TERL

333
1,448
963
271
4
135

705

1,196

120
120

110
10

5,456
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For the year ended 31 March 2010 #HZ=-Z—-ZF=A=+—HItFE

10. DIRECTORS’ REMUNERATION (continued)

Name of Director Fees
EEgs g
HK$000
TER
2009: =t 2 R
Executive directors HTES
Mr. Ip Ki Cheung BREEE
(re-designated on 15 June 2009) (R=EEAEAATEAHE) -
Mr. Cheung Shui Kwai RRELE
[resigned on 6 April 2009) (R=EEAFAAAAFHE) =
Mr. Chan Siv Chung REBEE
[resigned on 20 April 2009) (R=EEREAH=1HEE) -
Mr. Hung Chen, Richael HHEE

(appointed on 29 April 2008 and
resigned on 1 August 2009)
Mr. Ma Li Shan
(appointed on 7 June 2008 and
resigned on 16 January 2009)
Mr. Javed Igbal Khan
(appointed on 7 June 2008 and

(R=FENEQA= N AEEF
PR-FENE/ A - AR
Bults
(R=EENEAAtHEZFHR
PRZBENF-FTAAFHE)
BRREE
(R=FENEAAtAEZH

resigned on 6 April 2009) YR=FENERHAAGFE) 49
Mr. Fong Wang FREE

(appointed on 7 June 2008 and (R=FENEAFtHEZH

resigned on 20 April 2009) YR=BENFOA=THBE) 49
Non-executive director FRTES
Mr. Ip Ki Cheung ELSRE

(re-designated on 15 June 2009 and (R=EEREAATHABA

resigned on 15 July 2009) YR=BENFLATTARE) -
Independent non-executive directors  BUFHTES
Mr. Cheng Wing Keung, Raymond PrBLE 120
Mr. Cheng Hong Kei PRELE

(appointed on 7 June 2008 and (R=EENEAFtAEZH

resigned on 30 April 2009) YR=BENFOH=THEE) 98
Mr. L Xin EMEE

(appointed on 11 November 2008 (H=EENE1-FA1—-HEZFF) 47
Mr. John Reynolds John Reynolds’t 4

(appointed on 7 June 2008 and (R=EENE~FtAE

resigned on 11 November 2008) FHUR=FENEL—FT-HFHF) 52
Mr. Chan Wing Yau, George RA#EE

[resigned on 7 June 2008 (H=EENEAALHEE) 22
Mr. Law Sung Ching, Gavin EREAs

[resigned on 7 June 2008 (R=ZZ/E~FtARE) 22

459

10. EEE £ (48)
Provident
Basic Housing fund

salaries  allowances Bonuses contributions Total
EFFe FERE Tl AEWEHR L
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$000
TER TER TER TER TEx
1,575 840 131 12 2,558
1,575 840 131 12 2,558
1,575 840 131 12 2,558
1,685 - 264 12 1,961
425 - - 8 433
- - - - 49

- - - - £

- - - - 120

= = = = 98
- - - - 47

. . . - 52

- - - - 2

- - - = 22
6,835 2,520 657 56 10,527

There was no arrangement under which a director waived or agreed to
waive any remuneration during the years ended 31 March 2010 and
2009.

During the years ended 31 March 2010 and 2009, no emoluments were
paid by the Group to the directors as an inducement to join, or upon
joining the Group, or as compensation for loss of office. None of the
directors has waived any emoluments during the year (2009: nil).
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For the year ended 31 March 2010 HZE=Z-—ZF=/F=+—HItFE

11.FIVE HIGHEST PAID EMPLOYEES 1N.EEREFER
The five highest paid employees during the year included four (2009: five) ENEEBSHFEEEENZ (Z2ZAE R
directors. Details of whose remuneration are set out in Note 10 to the REE HHSFBRNMBRRMFZI0R -

financial statements.

The details of the remuneration of the remaining one non-director, highest Hip—ZEIEEReFES  EMSFBUT
paid employee are as follows:
The Group
*5%H

2010 2009
—E—FF —EEAF
HK$’000 HK$’ 000
TFHET FHET
Basic salaries and allowances EXFHEREH 714 =
Retirement benefits scheme contributions BRIRTERIE B 12 =
726 -

The number of employees whose remuneration fell within the following MENFUTSREE2EBEABNOT :

band is as follows:

Number of employees

ERAH
2010 2009
—E—FF —EENF
Nil to HK$1,000,000 Z# 7T E1,000,0005% 5T 1 -
During the years ended 31 March 2010 and 2009, no emoluments were BE-Z-—ZEFER-ZTAF=A=+—H1
paid by the Group to the non-director, highest paid employees as an FER  AEEBAYEARSIMESNMEREER
inducement to join, or upon joining the Group, or as compensation for loss B BERBERBEENESRESHFES M
of office. %o
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For the year ended 31 March 2010 #HZ=Z—-ZF=A=+—HItFE

12. TAXATION
Continuing operations BEEBERE
Hong Kong profits tax: EERAEH
Current year EAFE
Over-provision in previous years BEFEBEER
Deferred tax (Note 32): EERTE (H7132)
Current year EAFE

12. 118
The Group
*5H

2010 2009
—E—FF —EENAF
HK$’000 HK$’ 000
TFHET FHET
(restated)
(RE5)
860 722
- (715)
860 7
(2,016) (2,250)
(1,156) (2,243)

Hong Kong profits tax has been provided for at the rate of 16.5% (2009:
16.5%) on the estimated assessable profit for the year. Taxation on
overseas profits has been calculated on the estimated assessable profit
for the year at the rate of taxation prevailing in the countries in which the
Group operates.
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For the year ended 31 March 2010 HZE=Z—ZF=/F=+—HItFE
12. TAXATION (continued) 12. 1R ()
The tax charge for the year can be reconciled to the profit/(loss) before ERBETHAGS2HEREXNERBATER
tax per the consolidated statement of comprehensive income as follows: (BB WERENT
2010
bt 2l 2:2
Hong Kong The PRC The USA Macau Total
i FE XE an an
HK$'000 % HK$'000 % HK$'000 % HK$'000 % HK$'000 %
TR TER TAR TAR THER
Loss before tax for BELEXK L
confinuing operations BREAIEE (37,546) (4,019) 01 (107) (41,763)
T el 2 e BERRENE 2 HE 6195 (165 (1005 (2500 (14 (150 (3 (1200 (221 (173
Estimated fax effect of expenses REEERRRRE
not deductible in determining FAMARR 2t
taxable profit nye 1,712 4.6 1,006 25.0 14 15.0 13 120 2,745 6.6
Estimated tax effect of income REEERBETE
not taxable in defermining BERBMA 2 5t
it BHre B8 09 () - - - - - B9 8
Estimated tax effect of unrecognised KBTI E/EZ
tax losses fEthgye 3,665 9.7 = = = = = - 3,665 8.8
Tax charge at the Group's BESERAEE 2 ER
effective rate for the year REAEZHEXE (1,156) (3.1) - - - - - - (1,15¢) (2.7)
2009
k- 4 5 82
Hong Kong The PRC The USA Macau Total
i FE XE an an
HK$'000 % HK$'000 % HK$'000 % HK$'000 % HK$'000 %
TR TER TAR TAR THER
(restated) (restated)
(BE35) (BE351)
Loss before tax for confinuing BFESE$K
operations BH AR (46,544) (5,858 (85) 3) (52,490)
Tax at applicable tax rate RERREGEZHE (7,680)  (16.5) (1,464  (25.0) (13)  (15.0) - - 9157)  (17.4)
Estimated fax effect of expenses REEERRRRE
not deductible in defermining TAHH B % 2 5t
taxable profit By 4,291 9.2 1,535 26.2 13 15.0 - - 5839 11.1
Estimated tax effect of income REEERBETE
not taxable in defermining BERBMA 2 5t
toxable profit BEyE 7y 08 7y (12 - - - - B0y (1)
Over provision in previous years U EZzBBERE (715) (1.5) - - - - - - (715) (1.4)
Estimated fax effect of unrecognised KB ERE 2
tax losses fhEthgye 2,593 5.6 = = = = = - 2,593 49
Tax charge at the Group's BESERAEE 2 ER
effective rate for the year REAEZHEXE (2,243) (4.8) - - - - - - (2,243 (4.3)
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For the year ended 31 March 2010 #HZ=-Z—-ZF=A=+—HItFE

13.DISCONTINUED OPERATIONS

Save as disclosed in Note 3(a) to the consolidated financial statement,
the board of directors of the Company considered that the Coal Mine
Company shall be treated as having been deconsolidated from that of the
Group with effect from 1 April 2009. Details of the assets and liabilities
disposed of, and the calculation of the loss arising from loss of control, are
disclosed in note 38.

13.E#IEEH
BRGEMBHRRMES () RFFWEEN AT
REFERE  EBELRAARTBEEALEE
MEBEAZFARE BE-ZTNFRA—HE
ER - HEEEREEURTERRIZHEMR
EEBRZHRRHEI8AME -

2010 2009
—E—FF ZEEAF
HK$’000 HK$" 000
T#T FHET
Profit for the year from REERBFESEER
discontinued operations 2@
Turnover EERE - 395,793
Cost of sales SHER A - (147,885)
Other income HA A - 212
Selling expenses SHERX = (1,727)
Other operating expenses Hit & - (86,656)
Finance costs A& A = (7,563)
Profit before tax B %4 A0 i - 152,174
Taxation wE - (45,369)
- 106,805
Loss arising from loss of control of BEA-—EWNBARZEFEESE
a subsidiary (note 38) 2 &8 (M7£38) (797,129) =
(Loss)/profit for the year from discontinued RNEERBSRILER
operations 2 (E18) % F (797,129) 106,805
Profit for the year from discontinued AEERAERLEERZ
operations include the following: BANEETHIEIEA :
Depreciation e = 104,987
Cash flows from discontinued operations REERILREXB 2 RERE
Net cash inflows from operating activities REKEEH 2RERNFHE - 225,429
Net cash outflows from investing activities RERETBHZHEL AL FERE (13,395) (205,610)
Net cash outflows from financing activities REMETBH 2RSS RNEFHE - (7,563)
Net cash (outflows)/inflows B GRE) RABE (13,395) 12,256

14.LOSS FOR THE YEAR ATTRIBUTABLE TO OWNERS

OF THE COMPANY

14. 3 2FIHAABELEETFEER

The loss attributable to owners of the Company for the year ended 31
March 2010 which has been dealt with in the financial statements of
the Company amounted to approximately HK$744,507,000 (2009:
HK$24,403,000).
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For the year ended 31 March 2010 #HZE-—Z-—THF=A=1+—HIFE

15.DIVIDENDS 15.88 8
The directors do not recommend the payment of any dividend in respect of RKAABERBE-_T—ZTF=A=1+—HIHF
the year ended 31 March 2010 (2009: Nil). EERIBREMARE(ZZZNE : &) o
16.(LOSS)/EARNINGS PER SHARE ATTRIBUTABLE TO 16. X LFIHAAEEESR(ER) &2F
OWNERS OF THE COMPANY
For continuing and discontinued operations BEEERCRLEBEEE
The calculation of the basic and diluted (loss)/earnings per share AARFEENEBEEREAREE (58) &R
attributable to owners of the Company is based on the following data: TRBUT BETE
2010 2009
—B—2F ZEENF
HK$’000 HK$’ 000
THT FET
(Loss)/earnings (B5R) &F
(Loss)/earnings attributable to owners of the ARSTESRER (FB) BI2AAT
Company for the purpose of basic wE AEML (BB BF
(loss)/earnings per share (837,736) 56,558
Effect of diluted potential ordinary share: BEBEEBR2HE !
Interest expense on convertible notes THRREENFESH 12,220 13,640
Deferred tax arises in respect of interest expense AEREBNEIHAEE
on convertible notes HY 3 FE B 18 (2,016) (2,250)
(Loss)/earnings attributable to owners of the ARTTEEREE (BER) BA
Company for the purpose of diluted ZARRDFEE ANEMS (BB) B
(loss)/earnings per share (827,532) 67,948
2010 2009
—B—2F ZEENF
Number of shares Bz & B
Weighted average number of ordinary shares for ARTTEERER (FB) BF
the purpose of basic (loss)/earnings per share ZEBERMREFISE 1,083,205,213 839,247,493
Effect of dilutive potential ordinary shares: BEBEEBR2HE !
Convertible notes AATABITZERETRIRERE 347,000,000 347,000,000
Weighted average number of ordinary shares ARTTEEREE (BER) BA
for the purpose of diluted (loss)/earnings ZEBRMEFIHH
per share 1,430,205,213 1,186,247,493
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For the year ended 31 March 2010 #HZE-Z-—ZTF=A=+—HItFE

16.(LOSS)/EARNINGS PER SHARE ATTRIBUTABLE TO
OWNERS OF THE COMPANY (continued)
For continuing operations

The calculation of the basic and diluted loss per share attributable to
owners of the Company is based on the following data:

Loss B8
Loss attributable to owners of the ARTESRELNEE
Company for the purpose of basic ZARDBREAA
loss per share FEfh &8
Effect of diluted potential ordinary share: BEBEEBER2FE
Interest expense on convertible notes AR EENRE X
Deferred tax arises in respect of interest expense AR EHER S
on convertible notes FREERIEERIE
Loss attributable to owners of the AR EEREBEER
Company for the purpose of diluted ZARTRERA
loss per share EhEE

16. xXFIHAABESR (BIR) 27

(%8)

BFEEEXRS

ARA T A A SR E AR 5 R E TR 8 0L
TREHE

2010 2009
—2—-TF —EENE
HK$’ 000 HK$’ 000
FRT FiT
(40,607) (50,247)
12,220 13,640
(2,016) (2,250)
(30,403) (38,857)

The denominators used are the same as those detailed above for both
basic and diluted loss per share.

For discontinued operations

Basic loss per share for the discontinued operations is HK$ 73 cents per
share (2009: earnings of HK$ 13 cents per share) and diluted loss per
share for the discontinued operations is HK$ 73 per cents (2009: earnings
of HK$ 9 cents per share), based on the loss for the year from the
discontinued operations of approximately HK$797,129,000 (2009: profit
of HK$106,805,000) and the denominators detailed above for both basic
and diluted earnings per share.

For the year ended 31 March 2010, diluted loss per share for continuing
and discontinued operations is the same as the basic loss per share as the
outstanding convertible notes had anti-dilutive effect on the basic loss per
share.

Sino Resources Group Limited ¢ Annual Report 2010

REREARBEFEMERFAZHBREX
Bt E A -

CERIEEEXRY

CREREXEBR - BREZBEELER7IBAL
(ZZZTNF BREF B REKLEEEX
BeEBRBESEEASR7IBIL(ZEZNE
BREFOEM) DRECKRLEEEXHZF
EEEN797,129,0008 Tt (ZZZNF  &Fl
106,805,000 7T) R EREAR BERF W E
sz n BEHE -

BE-Z-ZF=A=1+—HLFEBELER
EREREERCERBESEESRERNEE
R RRAKREETERZBEHERERNESE
ARBESE-



Notes to the Financial Statements

B IS AR MY EE

For the year ended 31 March 2010 HZE=Z-—ZF=/A=+—HItFE

17.PROPERTY, PLANT AND EQUIPMENT 17. 9%  -BEREH
The Group TEE
Furniture Fixtures
Leasehold and and Computer Motor
Buildings improvements  equipment fittings  equipment vehicles Total
By HEVERE RER B REREH ERRE AE &t
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$'000 HK$' 000
THER TR TAR TAR THAR AR TR
Cost: BEE:
At 1 April 2007 RZZZtEMA-A 3,294 4,633 6,205 2,897 6,550 2,500 26,079
Additions R - 2,237 815 902 811 - 4,765
Acquisition of subsidiaries WEKEAR 40,126 = 27,390 = = 3,034 70,550
Disposals e (3,.294) (3,411) (50) (185) - (2,500) (9,440)
Exchange alignment ExEz - - 4 - 66 - 70
At 31 March 2008 and RZBENE=A=1-H
1 April 2008 R=ZENFMA-A 40,126 3,459 34,364 3,614 7,427 3,034 92,024
Additions B 112,954 1,290 62,585 - 233 6,192 183,254
Exchange alignment ExEz 577 - 394 - 14 44 1,029
At 31 March 2009 R=BEAF=R=1-HEK
and 1 April 2009 “ETNENA-A 153,657 4,749 97,343 3,614 7,674 9,270 276,307
Additions B - - 19 39 64 - 122
Disposals e ; (379) (6.943) 3.614) (6,482) . (20,835)
Loss of control of a subsidiary T kMt BA FEHE (153,657) - (90,054) - - (7,518) (251,229)
At 31 March 2010 R-Z-FE=R=1-H - 953 365 39 1,256 1,752 4,365
Accumulated depreciation RHFEREE :
and impairment:
At 1 April 2007 R-ZZ2tEMA-A 1,509 3,881 5,923 2,897 5,456 2,014 21,680
Provided during the year FRER 53 659 251 134 592 208 1,897
Written back on disposals REEREE (1,562) (2,885) (23) (185) - (2,222) 16,877)
Exchange alignment Exfz - - 2 - 31 - 33
At 31 March 2008 and R=BENF=A=1-H
1 April 2008 R=ZEZN\fMA-A - 1,655 6,153 2,846 6,079 - 16,733
Provided during the year ERER 70,369 1,346 33,890 301 650 1,074 107,630
Exchange alignment Exiz - - - - 8 - 8
At 31 March 2009 R=BEAFZA=T+-AEK
and 1 April 2009 “ETNFNA-A 70,369 3,001 40,043 3,147 6,737 1,074 124,371
Provided during the year FRER - 576 169 120 203 175 1,243
Impairment loss HEFR - 259 118 - - - 377
Disposd e : (2,883) (6,448) (3.258) (5.936) - (18,525)
Loss of control of a subsidiary & MB 2 A EHIE (70,369) S (33,631) - = (987) (104,987)
At 31 March 2010 BW=E-ZF=A=t+-H = 953 251 9 1,004 262 2,479
Net book value: RERE:
At 31 March 2010 RZ8-BE=f=+-8 = - 114 30 252 1,490 1,886
At 31 March 2009 R=BEAF=A=1-H 83,288 1,748 57,300 467 937 8,196 151,936
At 31 March 2008 R-BENE=R=1-H 40,126 1,804 28,211 768 1,348 3,034 75,291
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For the year ended 31 March 2010 #HZ=Z—-ZF=A=+—HItFE
18.INTERESTS IN SUBSIDIARIES

Unlisted investments, at cost FEMERE  ERAKE
Less: Impairment loss recognised in B RRERAER Z
respect of investment cost BEERE
Amounts due from subsidiaries FE U B 1B A B R IE

Less: Impairment loss R EE R

18. RMBAGIZHEHE
The Company
. /N

2010 2009 2008
—E—FF —EENAF —EENF
HK$’000 HK$’ 000 HK$’ 000
FHET FHET FET
697,604 697,604 697,604
(696,421) (6,493) (6,493)
1,183 691,111 691,111
223,532 69,434 36,891
(56,516) (25,428) (25,428)
168,199 735,117 702,574

The amounts due from subsidiaries are unsecured, interest-free and
repayable on demand. In the opinion of the directors of the Company, the
Company will not demand repayment within one year from the end of the
reporting period and are therefore considered as non-current.

The carrying amounts of interests in subsidiaries are reduced to the
recoverable amounts which are determined by reference to the estimation
of future cash flows expected to be generated from the respective
subsidiaries.

The amounts due to subsidiaries are unsecured, interest free and
repayable on demand.

The following is a list of the principal subsidiaries as at 31 March 2010:

Place of
incorporation Nominal value
and operations of issued
Name EmAILR share capital
1] EEHE ERTRFEE
Pro-Capital Investments Limited British Virgin Islands Us$50
RBELHS 50% 7%
Wealth Gain Global Investment Limited British Virgin Islands Us$1
(“Wealth Gain”) RERZEE [EY
Sino Talent Holdings Limited Hong Kong HK$1
FEEEERAF BB 187
SRG Capital Limited Hong Kong HK$1
WNERFRAF &8 187
Capital Harvest Assets Limited British Virgin Islands Us$20
REBELHS 2057
Guangzhou Kenfair Exhibition Company Limited The PRC Nil
BNTRERERAERAA HE &
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GELE

Percentage of
equity attributable

to the Company
EAFEERRE ST
Direct Indirect Principal activities
E& M FERH
100 - Investment holding
REER
100 - Investment holding
REZER
- 100 Operation company
EENT
- 100 Dormant
EEXH
- 100 Investment holding
REZER
- 100 Organisation of exhibitions
and trade shows in the PRC

and provision of consultancy

services for exhibition
RAEEREEERESRES

RRURESEERY
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18.INTERESTS IN SUBSIDIARIES (continued)

Place of
incorporation Nominal value
and operations of issued
Name B IR share capital
2 EEHE ERTRAEE
Kenfair International Limited Hong Kong HK$100
BBREARERDLA BB 100 7t
Kenfair Infernational (Overseas) Limited Hong Kong HK$10
BiE 108 1T
Kenfair International (Shanghai) Limited The PRC US$2,200,000
LEEBREEARAA HE 2,200,000% 7t
Kenfair Macau Exhibition Limited Macau MOP 25,000
il 25,0002
Kenfair Publications Limited Hong Kong HK$10
BB 10 1T
Kenfair Travel Limited Hong Kong HK$2,500,000
BRENRBERAF BiE 2,500,000 1T
Kenfair (U.S.A.) Limited USA Us$1
EYz 127
Lucky Healthy Management Limited British Virgin Islands Us$1
KBRZES 1257
Polonius Company Limited Hong Kong HK$10
BB 108 T

Note:

(i)  Kenfair International (Shanghai) Limited and Guangzhou Kenfair
Exhibition Company Limited were formed as wholly-owned foreign
enterprises in the PRC.

(i)  The above table lists the subsidiaries of the Group, which, in the opinion
of the directors, principally affected the results or assets of the Group. To
give details of other subsidiaries would, in the opinion of the directors,
result in particulars of excessive lengths.

18. RIMIB AT ZHE (M)

Percentage of
equity attributable
to the Company
FRTEGEEEESL
Direct Indirect Principal activities

HiE & EERE

- 100 Organisation of exhibitions and
trade shows in Hong Kong
and Macau

REBREMERRES
RESRES

- 100 Organisation of overseas
exhibitions and trade shows

ERNENREERESRES

- 100 Organisation of exhibitions
and trade shows in the PRC
RAEEHEEERESRESR

- 100 Organisation of exhibitions
and trade shows in Macau

REMERREERESRES

- 100 Provision of advertising services
and publication of trade
show and exhibition booklets

REEERERERE 2 RES ST

- 100 Arrangement of hotel
accommodation and travel
package

ZEBEEBRRIRBEES

- 100 Organisation of overseas
exhibitions and trade shows

BREIREERESRES
- 100 Investment holding
REER

- 100 Dormant
BEER

(i) ELEEBREARQIIREMMRBEERSD
BRARGARPERLIZIEREEDE -

(i) LRFFIEAEBIHEAR  DEERBHE
AN AEE  EAREEENEE - HER
B BMEMKHEATZEE B ERAN
TE

Sino Resources Group Limited e Annual Report 2010

98



99

Notes to the Financial Statements

B 7% ¥R MY EE

For the year ended 31 March 2010 #HZ=Z—-ZF=A=+—HItFE

19.INTANGIBLE ASSETS 19. BB E
The Group . 3 |
Mining e-Commerce Licence
rights platform rights Total
3¢ EFERTEs YrariE #a
HK$' 000 HK$' 000 HK$' 000 HK$’' 000
THER THER TR TiEx
Cost: BAE:
At 1 April 2007 R-ZEZ+EMA-A - 34,219 17,632 51,851
Acquisition of subsidiaries WEEHIE A & 593,282 = = 593,282
Disposal of subsidiaries HENRBAR - = (17,632) (17,632)
At 31 March 2008 R-ZZENE=A=1+—-H
and 1 April 2008 R-ZEENFMA—A 593,282 34,219 - 627,501
Addition during the year ERBR 160,181 - - 160,181
Exchange alignment ExRR 1,361 - = 1,361
At 31 March 2009 and R-BENF=ZA=1-H
1 April 2009 R=ZZENFMA-A 754,824 34,219 - 789,043
Loss of control of a subsidiary RAU-HMELEZ
(Note 38) £ 4178 (H3E38) (754,824) - - (754,824)
At 31 March 2010 RZE-ZF=HA=+-H - 34,219 - 34,219
Accumulated amortisation and Rt BBREE:
impairment:
At 1 April 2007 RZZZ+EMA—H - 13,219 14,632 27,851
Amortisation provided for the year FRBHER - 3,135 675 3,810
Impairment loss recognised ERAZHESE - 7,480 - 7,480
Disposal of subsidiaries HERBAR - - (15,307) (15,307)
At 31 March 2008 R-ZZENE=A=1+—-H
and 1 April 2008 R=ZENFMA-A - 23,834 - 23,834
Amortisation provided for the year FER#HEE 13,450 1,978 = 15,428
Impairment loss recognised ERAZAESE - 8,407 - 8,407
Exchange alignment EXHE 17 - - 17
At 31 March 2009 and RZBENFZA=1—-H
1 April 2009 R=ZENFMA—A 13,467 34,219 - 47,686
Loss of control of a subsidiary BEH-BREARZ
(Note 38) FEHIRE (PEE38) (13,467) - - (13,467)
At 31 March 2010 R-Z-ZF=F=1+-H - 34,219 - 34,219
Net book value: REPE :
At 31 March 2010 R-B-BF£=A=+—H - - = S
At 31 March 2009 R-ZZEAE=A=+—-H 741,357 - - 741,357
At 31 March 2008 R-ZZENEF=A=1+—-H 593,282 10,385 - 603,667
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19.INTANGIBLE ASSETS (continued)

The mining rights represent the rights to conduct mining activities in the
coal mine situated at Jixian County, Shuangyashan City, Heilongjiang
province, the PRC and have legal lives of five years, expiring in December
2012. In the opinion of the directors, the Group will be able to renew
the mining rights with the relevant government authorities continuously at
minimal charges. The mining rights are amortised over 43 years using the
proven and probable mineral reserves of 63,072kt under the assumption
that the Group can renew the mining rights indefinitely till all proven
reserves have been mined.

The e-commerce platform represents “Kenfair.com” held by the Group.
Kenfair.com is widely used in the Group’s operation and generates income
through membership fee, advertising fee and on-line application from its
users. It acts as a virtual exhibition-sourcing platform for the suppliers
to search for the target buyers. Members receive the latest information
related to trade shows and exhibitions held by the Group. The cost of
the e-commerce platform is amortised on a straightline basis over the
estimated remaining useful life of seven years.

During the year ended 31 March 2009, the Group assessed the
recoverable amount of the e-commerce platform and impairment loss
in respect of the e-commerce platform approximately HK$8,407,000
was recognised (2008: HK$7,480,000). The recoverable amount is
determined based on value in use calculation. The calculation used cash
flow projections based on the financial budgets approved by management
covering a five year period and a discount rate of 12.514% per annum.

The key assumptions for the value in use calculation for the e-commerce
platform are as follows:

Budgets market share and sales — average market share and sales in the
period immediately before the budget period is expected to be unchanged
over the budget period. The value assigned to the assumptions reflect past
experience. Management believes that the planned market share growth
and budgeted sales over the budget period is reasonably achievable.

Budgeted gross margin — the basis used to determine the value assigned
to the budgeted gross margins is the average gross margins achieved
in the year immediately before the budget year, increased for expected
efficiency improvements.

Licence rights represent the non-exclusive rights to use the data contained
in the annual edition of a business directory which contains the contact
details of the enterprise in Beijing, the PRC. The use of such data
facilitates the development of exhibition business, and allows the Group to
immediately and directly approach the potential customers.

The cost of licence rights is amortised on a straight-line basis over ninety
months. On 14 January 2008, the Group disposed the licence rights to an
independent third party through disposal of subsidiaries.

19. B R E (&)

REEARRTEREIEERLTEERZ
BIRETRBRED 2N - RBEEZ2BRYSE
F-RZZB-ZFETZAER -EERR 4 &
BRAXNNEER  SREBEEEBRNGER
HEEBRTERE - SRIBRELL63,072F MM ERB R
HEEREERRAIFHE  ETREBRRAEEES
ERPCERBEREEZEMECRARECESH

o

EYHEFARAEBRAREEMIFE Z[ Kenfair.
com]| o Kenfair.comEZEARAEE 2 & E
WERESEE EEEBREAFZESKRFEME
KU A ° Kenfair.comBHEFREERRES K
BYA UESEEER -EEUENEBEASE
B EE S REERREE RN ER -EF
BMEFTAZHAARNUESEARAT AT EAFH
Lt EF LU -

RBE_ZZAF=ZA=Z+—-HLFER £&
EFtEFHETE 2 RREE  YHEFH
B ¥ AHA N EEES,407,0008 T (ZZEEN
fF 17,480,000 T) - AIYESEERRELEAE
BFEEEE ZAEECARSREBFER M
RERERAREZENEEBME2TFHY
BEEUREFI12.514%2FHRE -

REFEETAME EABEHEEIEER
BT :

BEHMSLERRHEE-BEBENN TN
SIEEERHEEDNRREEEDRANLBSE - |
BRAFAEF2HEERRBILR SEEHE -
BEHRZTENSEERERRBEHENS
2 #th A] LU A, o

AHEENZ-EERTFHEEEN R 2BERAZ
EEREREEFEZA —FEINZFHIER
R, RYELoAHREMER -

BERECARKER (HBEAPELR 2o
MBEERE) FERAABME 2 FBRER -
ERERBEADARRES XY L AEAE
EEREEERELEEF -

BHEZRAUESERNTER FUEE - =
EENF-BTHER FEEZBHEWBE QT
EEFAELET —EBYUFE=F -
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20.

21.

5 ¥R B &E

TE=A=+—HILEFE

GOODWILL 20.m 8
The Group *5KE
HK$' 000
FHET
Cost: 5%
At 1 April 2007 R-ZEZLFWMA—H 920
Acquisition of subsidiaries W B Y /8 2 B 341,062
Disposal of subsidiaries HEMBAR (920)
At 31 March 2008, 1 April 2008, 31 March 2009 A—EENE=ZA=1+—H ZZEENFNA—A8
and 1 April 2009 —EENFE=A=t+—-HAR=-ZEhRFHNA—H 341,062
Loss of control of a subsidiary (Note 38) e K Y — M B A R 2 SR (MF5E38) (341,062)
At 31 March 2010 R=-ZEB-—ZFF=ZHA=+—H =
Impairment: i AE -
At 1 April 2007, 31 March 2008, 1 April 2008, R-IZEELHFNA—HA ZFEENF=A=1+—H
31 March 2009, 1 April 2009 and —EENFENA-B - ZBEAF=A=+—H
31 March 2010 —EENFONA-BR=ZE-ZEF=A=+—H -
Carrying amounts: RERE
At 31 March 2010 R-®B—BF=A=+—H -
At 31 March 2009 R-ZEZAF=A=+—8H 341,062
At 31 March 2008 R-ZEENF=A=+—H 341,062

During the year ended 31 March 2009, the Group assessed the
recoverable amount of goodwill associated with the Group’s coal
operation. The recoverable amount of the coal operation was assessed
by reference to value in use. A discount factor of 19% per annum was
applied in the value in use model.

During the year ended 31 March 2008, the Group assessed the
recoverable amount of goodwill associated with the Group’s coal
operation. The recoverable amount of the coal operation was assessed
by reference to value in use. A discount factor of 22% per annum was
applied in the value in use model.

Particulars regarding impairment testing on goodwill are disclosed in note
21.

IMPAIRMENT TESTING ON GOODWILL

As explained in note 6, the Group uses business segments as its primary
segment for reporting segment information. For the purposes of impairment
testing, goodwill with indefinite useful lives set out in note 20 has been
allocated to following cash generating unit (CGUs). The carrying amount
of goodwill (net of accumulated impairment losses) as at 31 March 2010,
2009 and 2008 is allocated as follows:

R BE 2 ERER

Resources operation in coal

REBE-ZZNF=A=1T-RLFE F5H
ERAREEREBRERE 2 JWREEE -
BREH 2 TREEETDRBEREENML - £
REEEXEASFI0%2ITHE-

RBE-ZEZENF=ZA=Z+—HLFE  ~5H
A EAEEEREBEERE 2T REEE -
BREB 2 TREEETDRBEREENML £
REERXERASF22%2THE-

FRABMERENR ZFBERME21HKE -

21.5 8 ENK
mEt ot AEBRAEK S BIEABESD
BERZEES I - ETHERNZTS » Mt
0BT EREANFHAEN 2 HECIEFTT
NIREELEN ((REELEN]) - RZE—F
FE ZFEENFER-ZEENFE=A=1+—H0'8
B2 (RERBERSE) 2CEAEIBEBEROT !

2010 2009 2008
—s-2F —BBhEF —BENF
HK$’000 HK$’ 000 HK$’ 000

FRT FHT FHT

= 341,062 341,062
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21.IMPAIRMENT TESTING ON GOODWILL (continued) 2. HEREN (])
Resources operation in coal BRHARCBRE
The recoverable amount of the coal operation is determined based on ReELENZARESERREEAEETE
a valve in use calculation. For the year ended 31 March 2009, the HEE ZAEEEARSKEEN mBESR
calculation used cash flow projections based on the financial budgets ERAREENEEEBMECEFHMERE
approved by management covering a five-year period and a discount rate BURBEI9%(ZBEENE  §F22%) 28
of 19% per annum (2008: 22% per annum). Cash flows beyond the five- R EBAFHZRERUBENIREREH
year period have been extrapolated using a steady 3% growth rate. This o WEREERENBBTEZERMMIE
growth rate is based on the relevant industry growth forecasts and does BHEBEETECEHIRPERE -tEEASP
not exceed the average longterm growth rate for the relevant industry. BEZTERREMGMHBERZRERGERER
As at 31 March 2009, the recoverable amounts of the CGU exceed their BB -MN-ZZNF=B=+—H BHILE4LE
corresponding carrying amounts. Management of the Group determines Uz A e & BEREREE - AEEEEE
that there is no impairment of the CGU containing goodwill. BEEERBZZBeEEEN Y EREE -
22.AVAILABLE-FOR-SALE FINANCIAL ASSETS 22. fHHEMBRE
The Group and the Company
FRERELF
2010 2009 2008
—2—-2F —2ThEF =t 1=
HK$’000 HK$’ 000 HK$’000
TR FHET FET
Equity securities listed in Hong Kong REBLH 2 RAES
at fair value (note) BAFE (&) = = 10,377
At market value EmiEEE - = 10,377
Note: HaE -
The fair value is based on the quoted market bid price at year end as quoted DNPEDNRBBIFAHEcREEI 2T EE -

by the Stock Exchange.

23.INVENTORIES 23. 58
The Group
. 30 ]
2010 2009 2008
—E-Z5F —E2ENE —EENE
HK$’000 HK$’000 HK$' 000
THT FHET FET
Raw materials R R - 25,185 10,557
Finished goods SRR M = - 219
- 25,185 10,776
At 31 March 2009 and 2008, all inventories were stated at cost. RZBEZNER=-ZZTENE=A=+—8" fiF
BEZRRARSIE -

Sino Resources Group Limited ® Annual Report 2010 102



Notes to the Financial Statements
B 7% R 3R Bt &
For the year ended 31 March 2010 #HZ=Z—-ZF=A=+—HItFE

24.DEPOSITS, PREPAYMENTS AND OTHER 24.%& WAAREARRMEERRER

RECEIVABLES
The Group The Company
F5E b /N
2010 2009 2008 2010 2009 2008
—Z-ZF —EENF —EENF t B 23 ZEENEF —EENF
HK$’000 HK$'000 HK$'000 HK$’000 HK$’ 000 HK$’ 000
FET FET FTET TERT TER TER
Deposits s 1,651 5,822 17,712 - = =
Prepayments SN 4,929 25,641 16,695 585 129 530
Other receivables H b e R IE 178,707 14,877 8,521 10,342 = =
185,287 46,340 42,928 10,927 129 530

As at 31 March 2010, included in other receivables, approximately R-ZE—FFE=F=+—0 HibfEWEH -
#159,320,0008 t A LA X1 FREIREE
FRARERZES - REeERBEHEEAZ

EEETAEE -

HK$159,320,000 was the deposits previously paid into Heilongjiang
Haerbin Intermediate People’s Court. The deposits were returned to the
Group subsequent to the end of the reporting period.

25.TRADE RECEIVABLES
The credit period granted to customers ranges from 30 to 180 days. The

25. R B ERHIR
AEEETEF 2 EEHNFI0E1808 - ES
FEWRRZRBRAHNT :

aged analysis of trade receivables is as follows:

The Group
F5EH

2010 2009 2008

—¥—FF —EENF —EENF

HK$’000 HK$’ 000 HK$’ 000

THET FHBT T T

0 to 30 days 0Z30H 569 16,244 4,757
31 to 60 days 31Z60H 322 6,001 5,039
61 to 90 days 61ZE90H 174 - 3,449
91 to 180 days 91HZ180H - 5,963 -
Over 180 days HiE180H - 5,408 7,224
Total st 1,065 33,616 20,469

BRETRABEFZEETR  FNEELTEZRF
ZIEEHTHBEBI80H - BEZEKRFIEBEBZH LB
Trade receivables are all denominated in HK$. JUEHE ©

According to the credit rating of different customers, the Group allows a
range of credit periods not exceeding 180 days to its trade customers.

BRABRBEZESBYGHREZREIHAOT :

Aging of trade receivables which are not considered to be impaired is as

follows:

The Group
x&KH
2010 2009 2008
—E—-Z5F —E2ENE —E2ENE
HKS$’000 HK$’ 000 HK$’ 000
THT FHET FET
Over 180 days HiE180H - 5,408 7,224
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25.TRADE RECEIVABLES (continued)

Trade receivables that were past due but not impaired related to a number
of customers that have good track record with the Group. Based on
past experience, management believes that no impairment allowance if
necessary in respect of these balances as there has not been a significant
change in credit quality and the balances are still considered fully
recoverable. The Group does not hold any collateral over these balances.

Notes to the Financial Statements
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=1

In determining the recoverability of trade receivables, the directors of EEES
the Company consider any change in the credit quality of the trade
receivables from the date credit were initially granted up to the reporting
date. Accordingly, the directors of the Company considered that provision
for impairment in value be made in respect of trade receivables to their
recoverable values and believe that there is no further credit provision

required in excess of the allowance for doubtful debts.

26.TRADE PAYABLES

The aged analysis of trade payables is as follows:

25. R BIEA (&)
CHANEYERECESRRARRASEER
FER REEAEBZEBERTHERLY - R
BER EEBMAGCHEANESERELRER
B ARFEEZAUEENEE  MERDEE
BAULUEHRE - AEELERZEEHETEE
IR e

26. B HEFRE

SERWFIR 2O WEER  AARE
EEZRESRUREZFEEZANSREUR
ERMEEHREANBB2EMEE - @it &
RAEERRAVEZRPFAFEREEFEZH
AEKEE TAFEARBHRREBIE ZE8H
E-SIEHEEER -

BEBNREZREDTOT :

The Group
. 3. |
2010 2009 2008
—E—-=25 ZEENF —EENF
HK$’000 HK$’ 000 HK$’ 000
TH#T FTET FET
0 to 30 days 0£30H - 3,519 2,741
31 to 60 days 31260H - 1,114 17
61 to 90 days 61E90H = 1,273 280
91 to 180 days 91&%180H - 11,434 121
Over 180 days #iB180RH - 5,757 700
At - 23,097 3,859
27. AMOUNTS DUE TO SHAREHOLDERS AND A 27. BB RR—REERE
DIRECTOR
The Group and the Company
FEERFAT
2010 2009 2008
—E-T5F ZEENF —EENE
HK$’ 000 HK$’ 000 HK$’ 000
TH#T FET FHET
Amount due to Hung Chen, Richael FEA M ([ EED
(“Mr. Hung”) (note i) I (MEEEi) 44,335 11,118 =
Amount due to ACE Channel FE{+ACE Channel Limited
Limited (note ii) A (FE=Eii) 88,960 - -
Amount due to a director (note iii) P — A E S RIE (MEEiii) 5,222 = =
138,517 11,118 -
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EF=A=1+—HIFE

27. AMOUNTS DUE TO SHAREHOLDERS AND A
DIRECTOR (continued)

Note:

(i)

(ii)

(iii)

The amount due to Mr. Hung is the principal amount and interests and
details terms are summarized as follows:

1)

2)

3)

4)

HK$3,000,000 loan is unsecured, bearing interest at a fixed rate of
8% per annum due on 3 December 2009;

HK$8,000,000 loan is unsecured, bearing interest at a fixed rate of
8% per annum due on 8 March 2010;

HK$28,500,000 loan is unsecured, bearing interest at a prime rate
plus 5% (i.e. 10%) per annum due on 15 October 2009; and

HK$1,600,000 advanced is unsecured, non interest bearing and
repayable on demand.

The amount due to ACE Channel Limited, beneficially owned by Mr. Gao
Feng, a director of the Company, is the principal amount and interests
and details terms are summarized as follows:

1)

2)

3)

HK$70,000,000 loan is unsecured, bearing interest at a prime
rate plus 5% (i.e. 10%) per annum due on 15 October 2009, and
renewed on 1 March 2010 with bearing interest at a fixed rate
1.6% per month and due on 31 May 2010;

HK$10,000,000 loan is unsecured, bearing interest at a fixed rate
1.6% per month and due on 31 May 2010; and

HK$3,684,200 loan is unsecured, bearing interest at a prime rate
plus 5% (i.e. 10%) per annum due on 18 December 2009, and
renewed on 1 March 2010 with bearing interest at a fixed rate
1.6% per month and due on 31 May 2010.

The loan has already been repaid subsequently on 9 April 2010.

The loan from a director is unsecured, bearing interest at a prime rate
plus 5% (i.e. 10%) per annum due on 15 October 2009. The loan has
already been renewed on 1 March 2010 with bearing interest at a fixed
rate of 1.6% per month and due on 31 May 2010. The loan has already
been repaid subsequently on 7 April 2010.

Sino Resources Group Limited ¢ Annual Report 2010

27. BEMBRRE—BREERE ()

(i)

(ii)

(iii)

AR EEZREBEAERERAE - FHEMAW
T

1) 3,000,000 TERAEERKR  REE
FREB%TE  R-ZZEZAF+=A=
AEIH ;

2) 8,000,000BTERAZIKE REE
FRE8%TE R—ZE—ZF=ANH
=B N

3) 28,500,000 TERAREIKAE  BFF
EREEREM5% (B110%) 38 » R=
SENF+ATEANE -

4)  1,600,0008 TE#RHEER RER
BEREE -

FEHACE Channel Limited (R AT EESIE %
HERBEENLAR)REALSERAE  &F
BB AT

1) 70,000,000 T &R A EIKE - RFEF
EREEFZEMS% (BN10%) 5T - K=
ZENFHATHEARY  YR=Z-=F
F=ZA—BE& BREABEEFNZE].6%
R RZE-ZEAA=+-HIH;

2) 10,000,000 TtEMRBEEKN - REA
BEEFE].6%TE R=ZE—2FHA
=+—HEH K

3) 3,6842008 TERAERA - EKER
RHRBEEFNEM5% (BN10%) 518 R=
ZZAET_A+NRBEH IR =F
—FTE=-A—HEE RSABTEANER
1.6%5t 8 R=E—FFHEA=1+—H
Z|H o

Bl -—SESERREARRER  BRFNRR
BERMEMS% (B110%) 58 - R=ZEAF
TA+THEREH -ERER=-ZF-—FF=A—
ATUEE  REEFMEREGA1.6%TE K=
Z-ZFERA=+-RAEH - ERHRER=
Z-ZFENALHERE-



Accrued liabilities

Other payables

Amount due to a former
shareholder of a
subsidiary

2010

—E—-2f

HK$’000

Fi#T

23 8E 165,584

Hith B+ R E 50,764
B —EHEL R

Z—BARE
I8 -
216,348
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28. ACCRUED LIABILITIES AND OTHER PAYABLES

The Group

=%
2009
—2EAE
HK$’ 000
FERL

205,946
34,040

176,557

416,543

—EENE
HK$ 000
THR

350,915
56,356

583,828

28. RAtAREHEMARIE
The Company
b /N

2008 2010 2009 2008
=t S ZE2ENF —E2ENF
HK$’000 HK$’ 000 HK$’ 000
TR FET FET
163,099 160,390 300,248
1,524 = -
176,557 = - -
164,623 160,390 300,248

Included in accrued liabilities of HK$158,600,000 (2009:
HK$158,600,000; 2008: HK$300,000,000) was consideration payables
for acquisition of the Subsidiary. On 15 December 2009, the Company
issued legal proceedings against Mr. Hung in the High Court of Hong Kong
in connection with the acquisition of the Subsidiary and also filed a statement

of claim against Mr. Hung for, inter alia, the rescission of the Agreement on 1

February 2010. Details please refer to Note 40.

As at 31 March 2009, HK$176,557,000 was payable to a former
shareholder of the Coal Mine Company. The amount has already been
reversed in the year ended 31 March 2010 after the Judgment made
by the Heilongjiang Court in connection with the Coal Mine Company

litigation has been effected on 16 March 2010.

Zit&8 &+ - §158,600,0008 T (ZEZhF
=A=+—H:158,600,0008x; — &N\
% 1 300,000,0003# 7T ) % Ux 8 B B 2 =) 2 FE A3
RE-R=ZFNF+=-A+HB  KQAAESE
BEEEREARERMEERER  AEARBY
BHRWBAR -3 ZTR-ZFE-2F-A—-H@
HAEEBHARRME (HPEE) HEA R
(FETEFE R MFE40) ©

REZZBZEAF=ZA=+—H 176,557,000 T
RERRBRSEBLRAMRRZANE - FRETL
ERETE A RRBRAER 2 HARR =B -FF
ZATARBAER ZEREERBE-Z-ZF
ZA=t-HEFERER -
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29.OTHER BORROWINGS 290 Hfthft &
The Group The Company
*EME t. 3%

2010 2009 2008 2010 2009 2008

—Z-ZF —EENF —EEN\F —E-EF —BTRE —EENF

HK$’000 HK$’ 000 HK$’ 000 HK$’000 HK$’ 000 HK$’ 000

THET TER FTET THT TET T
Secured borrowing EEREE

(Rorel (W) - 18,272 - - 18,272 .
Unsecured borrowings BIEREE

[note ii) (MaEii) 5,165 15,681 - 5,165 - -

5,165 33,953 . 5,165 18,272 .

Note: B

(i) As at 31 March 2009, the secured borrowing is secured by the shares of
a wholly owned subsidiary of the Company, bear interest at 1% above
prevailing market rate per annum and repayable on demand.

(i) As at 31 March 2010, the unsecured borrowing bear interest at 2% per
month and repayable within 6 months from the date of loan agreement.
The loan has already been repaid subsequently on 12 April 2010.

30. OTHER LONG TERM LIABILITIES

Repayable: ARUTFHER :
In the second to fifth years F_EERF
After the fifth years HE#R

) R-BBAZ=A=+-8 SEREEDL
AAT-HREMBATZROBER KB
AHBRIEM—E2ERETE  RERMEE -

(i) R=Z-—ZF=ZA=+-—H BEREEIR2
EARNZGE  BERMZEARESEARE
B BRERER-_Z-ZEFNA+-REE-

30. Rt REAG R
The Group
F5ME

2010 2009 2008
—E—FF ZEENAF —EENF
HK$’000 HK$’ 000 HK$’ 000
THET FHET FHET
= 76,713 38,060
= - 37,632
- 76,713 75,692

Other long term liabilities represented government assistance granted by
the Ministry of Land and Resources of Heilongjiang Province, the PRC,
in relation to the transformation cost of the mining rights. The amount is
recognised at initial amount granted and subsequently stated at carrying
value with reference to the agreed terms. In accordance to the agreement,
the government assistance is unsecured, non interest-bearing and
repayable by nine annual installments, commencing in the second year
from the date of issuance of the mining rights certificate.
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RIBENERAAR T 2BFEL - BREREN
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A RETHREESERLAHMEFE _FH
% LAEF B0 HEE-



31.CONVERTIBLE NOTES
On 31 March 2008, the Company issued HK$345,000,000 zero
coupon convertible notes (the “Convertible Notes”) which as part of the
consideration for the acquisition of the Subsidiary and its subsidiary, the

Coal Mine Company (the “Wealth Gain Group”).

Notes to the Financial Statements

B IS AR MY EE

For the year ended 31 March 2010 HZE=Z-—ZF=/A=+—HItFE

1. AR i#
—EEN\NF=ZA=+-B AARET
345,000,000 THEE ARKERE ([THRRE
B FRUBHEBAAREHEDARELR
(T'Wealth GainE @) 2 43 (. 1&

The Group and the Company

FRERFAT
2010 2009 2008
—E—FF —EENAF —EENF
HK$’000 HK$’ 000 HK$’ 000
TFHET FHET FHET
Liability component B EHHG 128,592 116,372 209,415
Derivative component P74 T A A - (384) (12,897)
128,592 115,988 196,518
Liability component A RBH

At beginning of the year READ 116,372 209,415 -
Issuance of Convertible Notes BITUBRRER - - 209,415
Converted into Company’s shares BROSEQNTRG = (106,683) -
Imputed interest expense charged B RIS 12,220 13,640 -
At end of the year RER 128,592 116,372 209,415

Derivative component FTEIRBG
At beginning of the year REHD (384) (12,897) =
Issuance of Convertible Notes BITARBREE - - (12,897)
Converted into Company’s shares BRAEEQRDRG - 14,560 =
Fair value change AFEEEZH 384 (2,047) =
At end of the year RER - (384) (12,897)
Carrying amount REE 128,592 115,988 196,518

The terms of the Convertible Notes are as follows:

a. convertible at the option of the note holders into fully paid ordinary
shares on or after 31 March 2008 and up to and including 30

March 2013 at a conversion price of HK$0.5 per share;

b. redeemable at the option of the Company at 100% of their principal
amount at any time and from time to time, by written to notice to
redeem the whole or part of the outstanding principal amount of the

Convertible Notes; and

c. convertible at the option of the Company to request the note holders
for mandatory conversion of the prescribed amount of the Convertible

Notes on or after the fifth anniversary of the issue date.

AR EEZRRWT ¢

a. REBAEAUTERER-_ZENF=ZA=1+-
ARERE-_Z-—=F=A=1TH (Bf%
R EEROSEBL2ERETRREEE
BABEEBER

b. ALAFAWEEMEMEBRARERRE
THZ100%ETEE A XARKERE
AEE 2 R0 T RREEZAEER
e R

c. FATAERERBTAHESRABFR

HEEZRZBERFAABTERARESHEZ
ABREERE -
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For the year ended 31 March 2010 #HZE-Z-—ZTF=A=+—HILFE
31.CONVERTIBLE NOTES (continued)

The Convertible Notes do not bear interest on the principal amount of the
notes outstanding. The Convertible Notes will be redeemed on maturity at

a value equal to the aggregate of its principal amount outstanding.

The Convertible Notes are denominated in HK$ which is the same as the
functional currency of the note issuing entity. As such, the exercise of the
conversion option will give rise to the settlement by the exchange of a
fixed amount of cash for a fixed number of shares of the Company. The
conversion option is therefore accounted for as an equity instrument and
is determined after deducting the liability component and the derivative
component from the total proceeds.

The embedded derivatives relating to the Company’s redemption option in
note (b) above which are not closely related to the host contract shall be
separately measured and included together with the liabilities component
as a financial liability. The fair value of the derivative component is
determined based on the valuation performed by Savills Valuation and
Professional Services Limited (“Savills”) using binomial option pricing
model (“Binomial Model”). The fair value of the liabilities component is
determined based on the valuation performed by Savills using discounted
cash flow method. The effective interest rate of the host contract is
determined to be 10.5%. The residual amount is assigned as the equity
component for the conversion option and was included in the convertible
notes equity reserve.

The liability component is carried as a long term liability on the amortised
cost basis until extinguished on conversion or redemption. The derivative
component of the Convertible Notes is subsequently measured at fair value
with changes recognised in the consolidated statement of comprehensive
income. The value of the equity component is not remeasured in
subsequent years.

As at 31 March 2010, the fair value of the derivative component
embedded in the convertible notes is approximately HK$ Nil (2009:
HK$384,000; 2008: HK$12,897,000) and is calculated using the

Binomial Model. Details of the variables and assumptions of the model are

as follows:

Share price: IRAE :

Remaining life: FIeREH -

Risk free interest rate: £ B PR ) =&
Expected volatility: TR KRR ¢
Expected ordinary dividend yield: EHEERRKREE:

During the year ended 31 March 2009, convertible note with an
aggregate amount HK$171,500,000 was converted into the ordinary
shares of the Company. Total number of ordinary shares converted was
343,000,000.
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31. AR g (&)

AREREBLENEAEEZASHETE - TRR
SEESRIAMSZASREREELFSREE
BEmEE -

AR RELUBTEME - WRARQAANIEE
oA BRREZTESEBUEELHE 2R
SHRMEEHE 2 A DRRY o BRER L IRE
BITAZHFAANR  YARBRELEREEE
BHRITETERHEREE -

R LEXMFEbZARABERE ZHRAXITE
TH HEFSHAWEZIER BIMTEL
Lo aEe AT ARERHS - TETAEZD
FEERBE - AFTHEHHEREXERER
RA(E-—AFEES ) A-EANEEEERX
ZEAEXDET2HEMEE - BEHRG 2
DFERBEE - K FPHEHFUTRRERS *
ET2HEMNEE TEHAZEBEBRANEXDEES
10.5% - IR BB ABRRE LSRG - A
Bt A REBEEREE -

EEBONEHAMERSTEEINERHMAE  EE
BRYAEODLE JBRREEZTETEROHH
BREAFEFE  SERRERER - BEHD
ZEETERNEIEFEENTE -

R-BZAF=A=1+—H0 T£EIEBHZA
TENARZEBT(ZZZNEF 1 384,0008 T ;
—ZZT)N\F:12,897,0008w) » I ZEAE
R E - ZEANZEHRBRFABOT :

31 March 31 March
2010 2009
—®—FF —EERF
=ZA=+—-B =HA=+-A8
HK$0.435#% 7T HK$0.227% T
2.58 yearsf 3.58 yearsf
1.1% 1.25%

90% 80%

NilF &R Nil~3E A

REBE-_ZEZhFE=ZRA=+—AHALEER &
171,500,000/ 8 Tz TR EEC EIREA D T
ZEER - FTERZERNEEE343,000,000

IR e
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32.DEFERRED TAX LIABILITIES 32.;EEMEAAR

The following are the major deferred tax balances recognised by the
Group and the Company and movements thereon:

UTRAAEERADABIZEIEREER AL
REMEE:

The Group and
the Company
FRERFLTE

Convertible

notes

AT %8 B R 8

HK$’ 000

FHET

At 1 April 2007 R-ZEZELFWMA—H -

Charge to equity for the year FAEES R 22,371

At 31 March 2008 and 1 April 2008 R-ZENF=ZA=+—HR=-ZEZEN\FNAE—H 22,371

Conversion of convertible notes ERTBREE (10,695)
Credit to consolidated statement of comprehensive FRFAGRES2HEBRER

income for the year (2,250)

At 31 March 2009 and 1 April 2009 R-ZEBAF=ZA=+—HR=ZZNLFMNA—H 9,426
Credit to consolidated statement of comprehensive FATTAGREEZEHBRIE

income for the year (2,016)

At 31 March 2010 R-_E—=EF=A=+—H 7,410

At 31 March 2010, the Group had unused estimated tax losses of
approximately HK$56,474,000 (2009: HK$69,875,000; 2008:
HK$79,246,000) available for offset against future profits. No deferred
tax asset has been recognised due to the unpredictability of future profit
streams.

At 31 March 2010, the Company had unused estimated tax losses
of approximately HK$35,560,000 (2009: HK$22,659,000; 2008:
HK$26,857,000) available for offset against future profits. No deferred
tax asset has been recognised due to the unpredictability of future profit
streams.

R-ZZE-—ZF=A=1+—H FXEEEAEEY
56,474,000 T (=T A F : 69,875,000/
T ZZBEN\E :179,246,00087T) 2 KB B G
SR EEE T AUESERIER o HRRIER
REZFARE MY ERIDELEREEE -

RZZ-ZFF=ZF=+—-H A28 HREY
35,560,000 T (ZZEZ N5 : 22,659,0008
7T —ZEE)\F 26,857,000/ ) 2 KB M
FBUIRE R AR S AR AR R o HR R HEF
FFEZTARE MU BBRAELERREE -
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33.SHARE CAPITAL 33. &
Number of shares Amount
B8 A -1 ]
2010 2009 2008 2010 2009 2008
ZZ-ZF C"ZTNE CZZEN\F CZT-ZE _ZITNE CZZE\E
000 000 000 HK$’000 HK$’' 000 HK$' 000
T TR TR THET TERT TAT
Authorised: HE
Ordinary shares of HK$0.01 BREE0.01ER
each [nofe i) ZEBR (#1F) 2,000,000 2,000,000 1,000,000 20,000 20,000 10,000
Issued and fully paid: ERTREAR:
At beginning of the year REL 935,768 439,660 235,452 9,358 4,397 2,355
Issue of shares (note i) BITRA (B Fii) - 120,500 117,726 - 1,205 1177
Exercise of share options (nofe iii] 17588 B A& (#aLiii) - 32,608 16,482 - 326 165
Conversion of convertible notes BRUBRER (HH3])

[note 31) - 343,000 - - 3,430 -
Placement of shares (note iv) BRERD (Hziv) - - 70,000 - = 700
Subscription of shares (note v) RERG (H) 178,000 = = 1,780 = =
At end of the year REL 1,113,768 935,768 439,660 11,138 9,358 4,397

Notes: BIEE -

(i)

(ii)

(iii)

Pursuant to an extraordinary general meeting held on 18 April 2008,
the authorised share capital of the Company was increased from
1,000,000,000 shares to 2,000,000,000 shares by the creation of an
additional 1,000,000,000 unissued shares.

On 8 August 2007, 117,726,000 new shares of HK$0.01 each were
issued at a price of HK$0.10 per share by way of open offer to the
qualifying shareholders on the basis of one offer share for every two
shares.

On 21 May 2008, 120,500,000 new shares of HK$0.01 each
were issued at a price of HK$0.99 per share by way of placing to
institutional and individual investors who are third parties independent
of and not connected with the Group and its connected persons or any

of their respective associates. The net proceeds was approximately
HK$105,438,000.

On 20 February 2008, 16,481,640 shares were allotted and issued at a
price of HK$0.01 each pursuant to the exercise of share options granted
to Capital Builder. The exercise price was HK$0.83 per share.

On 14 April 2008 and 21 April 2008, 16,481,640 and 14,127,120
shares were respectively allotted and issued at a price of HK$0.01 each
pursuant to the exercise of share options granted to Capital Builder. The
exercise price was HK$0.83 per share.

On 28 April 2008, 2 May 2008, 22 May 2008 and 20 June 2008,
1,300,000, 400,000, 100,000 and 200,000 shares were respectively
allotted and issued at a price of HK$0.01 each pursuant to the exercise
of share options granted. The exercise price was HK$1.064 per share.

Sino Resources Group Limited ¢ Annual Report 2010

(i) BER=ZZNFHOA+NBRETZRREH
A& BEBHER1,000,000,0008 K &1 R
7 A AR ZEERAET,000,000,0008
#fn%E2,000,000,0008 °

(i) =—ZBELENANA - 117,726,000 5 RE
BO.OVBRTZ2HROTIUAHBELSXRER
0.10BTZEBREITFEERRE HEALS
FEMBRROUTERE -—REERH

R-ZEENFHEA-t+—HBH HEKEBERE
AREE (BABURAEEREEEALTRE
ZEHEM2HBAL BHEZZALTHE
BEZE=F)BER0IIB T 2 EREIT
120,500,000 B IR EEO.0 1B T ZF IR °
FRERIEFENH105,438,00058 7T o

(i) R=Z2FENF=A=+H E&FCapital
Builderz i IR RE % 17 6 1 M2 8 & 3 17
16,481,640 B8R EE0.01B T ZBH © 1T
EEARER0.83B T °

R-ZEZNFONATEHAR-Z2ENFOEA
—+ —H ' B# FCapital Builderz i Bz &
BATEM D B E 3K E1T16,481,640 Rk
14,127,120 R B REEOC.01B T Z R 1T
EERERO.83E T -

R-ZEENFEA=-+NA - ZZEN\FH
BZA -ZZEN\EREA-+-HKR=Z2Z
NERAZ+H EREZEREETEM
2 BIEL 2 & 2 471,300,000 + 400,0008%
100,0008% }200,000R E R E{EO.0158 T2
B o TEEAER] 0648 T ©
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33.SHARE CAPITAL (continued)

Notes: (continued)

(iv) On 31 March 2008, the Company, through a placing agent, placed
70,000,000 shares of HK$0.01 each at a placing price of HK$0.5
each for the purpose of seftlement of part of the consideration for the
acquisition of the Coal Mine Company.

(v}  On 26 May 2009 and 10 June 2009, 89,000,000 and 89,000,000
shares were respectively allotted and issued at a subscription
price of HK$0.338 each. The gross proceeds was approximately
HK$60,165,000.

34.RESERVES
(a) The Group

The detailed movement of other reserves as shown in the
consolidated statements of changes in equity on pages 46 to 47 of
the financial statements is as follows:

33. & ()
MiEE : (&

ivy =ZZBENFZA=+—H XQRZEBERER
BZRZEFR0.58 T 2 EHKEE70,000,0008
BREE0.OIEILZRG  URFKBEREL
B2 EBHRME -

(v) RZZEEAFHEA-T+ARAR-ZEZENFEARA
+ B » 89,000,0008% 89,000,000 B% 12 T3
PRI EREME03ISET 2B ERERER
1T o B RERENH60,165,000/8 7T °

34. ki
(a) *KEH
MIEBRFACEA/TE 2 R ERZEHRA
FIRzEMEENFASEOT :

At 1 April 2008
Fair value losses in respect
of available-for-sale financial assets
Transfer to consolidated statement of
comprehensive income on disposal
of available-for-sale financial assets
Other movement
Exchange differences on translation of
overseas subsidiaries not recognised
in the consolidated statement
of comprehensive income

At 31 March 2009 and
1 April 2009

Release upon loss of control of a subsidiary

Exchange differences on translation of
overseas subsidiaries not recognised
in the consolidated statement
of comprehensive income

At 31 March 2010

RZEENFNA—-H

HREENBEEZ
AFEER

REEHEENHEEM
BARHER

Hit 28

ARGEEABRRERZ
BEBIBLR
EECEREZH

RZBEAF=ZA=+—-H

—ZRAENA-A

PR K 2 R 2 B R RS AR R
ARBEEHBRREDZ

BEBIMBLARELEZ

EXERE

R-ZE-ZSF=A=+—H

Available-

for-sale

financial

assets

Special  Exchange fair value
reserve reserve reserve Total

HBE

MBERE
1% Bl % i EREE LFEREE “a
HK$' 000 HK$’ 000 HK$' 000 HK$’ 000
TER TERT TER TER

[note i) (note iv)

(Hizti) (Htiziv)
- 763 (2,38¢) (1,623)
- - (1,965) (1,965)
i - 4,351 4,351
134,237 - - 134,237
- (1,317) - (1,317)
134,237 (554) - 133,683
(134,237) 1,346 - (132,891)
- (254) - (254)
- 538 - 538
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34.RESERVES (continued)
(b) The Company

34. &R ()
(b) Z 4

The detail movement of reserves of the Company is as follows:

RARREOFAZBOT ¢

Available-
for-sale
Convertible financial
Share notes assets Share
premium Contributed equity Accumulated  fair value options
account surplus reserve losses reserve reserve Total
M HERE
MTHREBERE HENTE Mk
B REE BARE 14 AHER 1 11 an
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
TR TER TiER TiEn TER TR TR
[nofe ii) [note iii) [nofe iv) [note v)
(Hiitii) (Hiitiii) (Hiitiv) (Hritv)
AT April 2008 R-22NFMA-A 120,639 707 60781 7003 (2386 8810 187917
Net loss for the year FREETE - - - (24,403) - - (24,403)
Issue of shares BIRM 104,233 = = = = = 104,233
Exercise of share options TEERE 35,855 - = = = (8,645) 27,210
Fair value losses in respect FETHEE
of availablefor-sale g5V
financial assets AYEER - - - - (1,965) - (1,965)
Transfer to consolidated HETHEE
statement of comprehensive UHEEM
income on disposal of EAGR2E
available-for-sale financial BRk
assels - - - - 4,351 - 4,351
Conversion of convertible notes BB IRRZE 129,601 - (30,213) - - - 99,388
Release upon expiry of share ~ RERERREMBEE
option - - - 165 - (165) -
At 31 March 2009 and RZBEAE=ZA=1-H
1 April 2009 R-EZhEMA-A 390,328 7,076 30,568 (31,241) - - 396,731
Net loss for the year FREBRE - - - [744,507) - - (744,507
Subscription of shares RERG 58,385 = = = = = 58,385
At 31 March 2010 RZE-BEZA=+-0 M8713 7,076 30,568  (775,748) - - (289,391)
Note: B

(i) Exchange reserve

Exchange differences relating to the translation of the net assets
of the Group’s foreign operations from their functional currencies
to the Group’s presentation currency (i.e. Hong Kong dollars) are
recognised directly in other comprehensive income and accumulated
in the exchange reserve. Such exchange differences accumulated
in the exchange reserve are reclassified to profit or loss on the
disposal of the foreign operation.
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34.RESERVES (continued)
(b) The Company (continued)

Notes: (continued)

(ii)

(iii)

(iv)

Contributed surplus

The Company’s contributed surplus represents the excess of the
fair value of the shares of the subsidiaries acquired pursuant to
the Group reorganisation during the year ended 31 March 2002,
over the nominal value of the Company’s shares issued in exchange
therefore and the capitalisation of the 30,000,000 shares allotted
and issued nil paid. Under the Companies Law (2001 Second
Revision) of the Cayman Islands, the contributed surplus account
is distributable to the shareholders of the Company under certain
circumstances. Details of distributable reserve are set out in page
29 of the financial statements.

Convertible notes equity reserve

The convertible notes equity reserve represents the equity component
(conversion rights) of the HK$345,000,000 zero coupon convertible
notes issued on 31 March 2008. (Note 31)

Available-for-sale assets fair value reserve

The available-for-sale assets fair value reserve represents
accumulated gains and losses arising on the revaluation of
available-for-sale investments that have been recognised in other
comprehensive income, net of amounts reclassified to profit or loss
when those investments have been disposed of or are determined to
be impaired.

Share options reserve

The share options reserve relates to share options granted
to employees under the employee share option plan. Further
information about share-based payments to employees is set out in
note 35.

fr 15 ¥

T

R 2= B &

BIEFE

ﬁxi’T /::’

34. 608 (&)
(b) &4 7 (#)
Hrat ;- (4&)

(ii)

(iii)

(iv)

(v)

AR ER

AATZHBABBEREREZ-ZZ
—E=A=+—-HLEERETZEE
BEAMBAZHBARRGZATE &
HEABRNZEHMBARRMMEITZ
RN ) A T B 2 2= A R B AL BT B 3
R 2817 :230,000,000 8 & 2 & 7R IR D ©
RIBEBEREQARE(CEE—FE X
BETR) » ARBTEZE THERUBAR
BEAZREORRELEDIK - KA T
AHSTREE 2 FERRTEREE29
E o

ARRREESFHE

JRREEERFEER-SETNEF=
B =+ —B3#17:2345,000,000% T &
EBRRE 2 ER IR0 (BRIRE) o (K
F31)

AREEEEQ TV ERZE

AHHELEEAFERRBECRAEMS
HRABZ2AHHEREEGMKRESE
22 REREE  IRZAERELHE
FEEEAHRBERENR I EZES
ZFE

BREREE
BREFBERBESBRESTERT

BE-RBRERRE FHEUESHFLZ
BRADFE AT 2 — BB E R HEESS -
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35.SHARE OPTIONS

(i)

Share-based payment transactions

The Company operates a share option scheme (the “Scheme”) for
the purpose of providing incentives and/or rewards to eligible
participants who contribute to the success of the Group’s operations.
Eligible participants of the Scheme include any executives and full
time employees of the Company, including all executive directors
of the Company and its subsidiaries. The Scheme became effective
on 10 April 2002 and, unless otherwise cancelled or amended, will
remain in force for 10 years from that date.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount equivalent,
upon their exercise, to 10% of the shares of the Company in issue
at any time. The maximum number of shares issuable under share
options to each eligible participant in the Scheme within any 12-
month period is limited to 1% of the shares of the Company in issue
at any time. Any further grant of share option in excess of this limit is
subject to shareholders’ approval in a general meeting.

The share options granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are
subject to approval in advance by the independent non-executive
directors. In addition, any share options granted to a substantial
shareholder or an independent non-executive director of the
Company, or to any of their subsidiaries, in excess of 0.1% of the
shares of the Company in issue at any time or with an aggregate
value (based on the price of the Company’s shares at the date of the
grant) in excess of HK$5 million, within any 12-month period, are
subject to shareholders’ approval in advance in a general meeting.

The offer of a grant of share options may be accepted within
28 days from the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise period of
the share options granted would be determined by the directors, and
commences after a certain vesting period and ends on a date which
is not later than five years from the date of the offer of the share
options or the expiry date of the Scheme, if earlier.

The exercise price of the share options would be determined by
the directors, but may not be less than the higher of (i) the Stock
Exchange closing price of the Company’s shares on the date of the
offer of the share options, which must be a business day; and |[ii) the
average Stock Exchange closing price of the Company’s shares for
the five trading days immediately preceding the date of the offer,
provided that the subscription price shall not be lower than the
nominal value of the shares.
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35.SHARE OPTIONS (continued)

(i)

Share-based payment transactions
(continued)

The fair value of share options granted to employees is recognised as
an employee cost with a corresponding increase in a capital reserve
within equity. The fair value is measured at grant date using the
Black-Scholes-Merton option pricing model, taking into account the
terms and conditions upon which the options were granted. Where
the employees have to meet vesting conditions before becoming
unconditionally entitled to the share options, the total estimated fair
value of the share options is spread over the vesting period, taking
into account the probability that the options will vest.

During the vesting period, the number of share options that expected
to vest is reviewed. Any adjustment to the cumulative fair value
recognised in prior years is charged/credited to the consolidated
statement of comprehensive income for the year of the review, unless
the original employee expenses qualify for recognition as an asset,
with a corresponding adjustment to the capital reserve. On vesting
date, the amount recognised as an expense is adjusted to reflect
the actual number of share options that vest (with a corresponding
adjustment to the capital reserve) except where forfeiture is only due
to not achieving vesting conditions that relate to the market price of
the Company’s shares. The equity amount is recognised in the capital
reserve until either the option is exercised (when it is transferred to
the share premium account) or the option expires (when it is released
directly to retained profits).

Share options do not confer rights on the holders to dividends or to
vote at shareholders’ meetings.

At 22 August 2007, 4,400,000 share options have been granted
to the employees of the Group which 400,000 share options were
lapsed and 4,000,000 share options are remained outstanding for
the year ended 31 March 2008, 2,000,000 share options were
exercised during the year ended 31 March 2009 and 2,000,000
share options were expired on 21 August 2008. No share option
was outstanding as at 31 March 2010 and 2009.

The consideration of HK$1 was paid on the grant of an option. The
share options may be exercised at any time commencing from 22
August 2007 to 21 August 2008 in accordance with the Option
Scheme. The exercise price is determined by the directors of the
Company, and will be at least the higher of (i) the closing price
of the Company’s shares on the Stock Exchange as stated in the
Stock Exchange’s daily quotations sheets on the offer date; and (ii)
the average closing price of the Company’s shares as stated in the
Stock Exchange’s daily quotations sheets for the five business days
immediately preceding the offer date.

35. BB IR (i)
(i) BBRGSERZARES (&)

RTEECEREZATFTERRA—EHE
ERA > MERA2ENFESHEEEM -
ZATFEDREL ISR BREER
HEZHRRR BT EUEHFENREER
XtE - WEEEAREBRGZEEREZA
BITEBGRMT W%H%ZQ%ﬂiﬁﬁﬁ
Emﬁﬁﬁﬁgﬁ RECHERERE
BEIR T U #ES

REBHA SRAEDEBEZBREH
B -RBEFERRAZRTAFEZEMH
EDHNA/ FATERNFEZBER
RIAREEEXHHAERAREEZER
MEARRBELEEARZAER® - REB
A BRAE-EXHZRESTURAZRE - U
RREBERBRERE (EREARFE
ZHERE)  EHRRERREREEALD
ARGz EHEZEBFRERIRR - i
REDRERFETHER  EEBREEST
H(EEBZROBERES) RBRERER
EREBREHEREBANR) B -

BRESAAEEUDRESRERRAS
ERE-

—EZEHFNATT R AEEESER
4,400,00017 i8R #& - T400,00017 i A% 2
EREBEZ-_ZENEF=A=1+-HLEEFER
K+ 14 ER4,000,00017 B R BEAD R ATAE
2,000,000 EREERBE—STAEF=
A=+—-BLEFERETEM2,000,000%
BRECR=ZEZNENA=T—HER
NR-ZBTAE=A=+—8 CEBERED
RATHE ©

ARABRRBREFEXINIBTZRE-
REBRETE  BREATR-ZZTLEN
A-Z+=ZBRE=ZENFNA=+—-HL
HBTE  TREHFALDDESEE K5
UTMEFNRSE (1A 2aROREN
AHEMREIRERMIZUTE R
()RR AIRONBERENA A AELE X
REBXAEERERMIZFHRHE -
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For the year ended 31 March 2010 #HZE-Z-—ZTF=A=+—HItFE
35.SHARE OPTIONS (continued) 35. MR (#)
(i) Share-based payment transactions (i) RS ERZARES ()

(continued)

Details of specific categories of options are as follows: BRECFEBOT -

Category of Exercisable  Exercisable  Outstanding Granted Exercised Expired Lapsed  Outstanding

Participants Date of grant period price per share  at 1/4/2008  during year  during year  during year  during year at 31/3/2009
st 1 7% RZSENE

mA-H ZAZ+-H

SHER RUHAM T8 BRTER GES EnfH M7 FHER LS AF{TE

Employees of the Company 22/8/2007  22/8/2007- HK$1.066 4,000,000 - (2,000,000) (2,000,000) - -

EING] 21/8/2008 1.066% T

In accordance with the terms of the share-based arrangement, REBEUARODAER 2 ZHNKRR  B8E=F

options issued during the financial year ended 31 March 2008 were ENFZA=+T-—BLUBFER#EITZ

vested over the vesting period. BRECREBEHREE -

The Group recognised the total expenses of approximately AEERBE-ZEENF=ZA=1t—-HL

HK$331,000 during the year ended 31 March 2008 in relation to FERALNTBEH 2 BRERIERIY

share options granted by the Company. 331,000/ 7T °

The fair value of the share options granted during the year ended BE_ZENF=A=t+-HLFEAK

31 March 2008 is HK$0.13547 each. Options were priced using H2BRENDITFEASSH0.135478 T -

a Black-Scholes-Merton option pricing model. Where relevant, BREDUSEHEHREERAEE - &1

the expected life used in the model has been adjusted based on B 2R EANERFHEREEERE

management’s best estimate for the effects of non-transferability, HITUEE - TER (BEEHRBRESR

exercise restrictions (including the probability of meeting market ETSHEENEE) URTRAZREEREZ

conditions attached to the opinion), and behavioural considerations. HENREMEFMAE - BHREIIRESE

Expected volatility is based on the historical share price volatility ERFNRORBLEMEE - HERER

over the past 5 years. To allow for the effects of early exercise, it ATHEBEREZRE  EBREQXDVESHK

was assumed that the employees of the Company would exercise the REBEHNE EREATEEN-HARF

options after vesting date when the share price was two and a half BT A8 IR AE -

times the exercise price.

Inputs into model AR ZZE

Grant date share price REBHz2RE HK$1.0607% 7t

Exercise price TEE HK$1.0667% 7t

Expected volatility A 52.02%

Expected life of the options TR H BB IR R A U 1 yearf

Dividend yield IR E = 8.2%

Risk-free interest rate $ [2 B 1) == 3.94%

Expected volatility was determined by using the historical volatility of AHMREDUEEMELAQAREZKE

the Company’s share price over the previous two years. & E o

The Black-Scholes-Merton option pricing model has been used fo EHFEHEECEEADAUMGFBEREZ

estimate the fair value of the options. The variables and assumptions DNVPE - FEBREAFERAAZZHR

used in computing the fair value of the share options are based BRDEZERES 2 REM - BREZE

on the directors’ best estimate. The value of an option varies with BEEETEERR2TIEAEZBMEE -

different variables of certain subjective assumptions.
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35.SHARE OPTIONS (continued)
(ii) Share options granted to Capital Builder

Investment Limited

The Company granted 47,090,400 share options (the “Options”)
to an independent third party, Capital Builder Investment Limited
(“Capital Builder”), on 21 November 2007. Capital Builder shall be
entitled to require the Company to allot and issue up to a maximum
of 47,090,400 new shares at the subscription price of HK$0.83
upon and subject to the terms set out in the option agreement
(“Option Agreement”).

The fair value of Options granted to Capital Builder is recognised
as a share option cost with a corresponding increase in a capital
reserve within equity. The fair value is measured at grant date, using
the binomial model, taking into account the terms and conditions
upon which the options were granted.

The number of shares issued and to be issued in respect of which
options granted and may be granted to any individual in any one
year is not permitted to exceed 20% of the shares of the Company
in issue at any point in time, unless an approval by shareholders at
general meeting has been obtained.

The consideration of HK$1 is paid upon grant of Options together
with HK$5,000,000 was paid as deposits to the Company for setting
off against the subscription price payable by the subscriber for the
relevant subscription share on a pro rata basis. Options may be
exercised at any time commencing from 21 November 2007 to 20
November 2008 in accordance with the Option Agreement. The
subscription price represents: 1) a discount of approximately 18.63%
to the closing price of HK$1.02 per share as quoted on the Stock
Exchange on the last trading day; 2) a discount of approximately
19.26% to the average closing price of HK$1.028 per share as
quoted on the Stock Exchange for the last five consecutive trading
days immediately prior to the date of the Option Agreement.

Details of the Options are as follows:

Exercisable  Exercisable  Outstanding

Participants Date of grant period price per share  at 1/4/2008

4 7183

mA-H

BHEEN b fl:E fTEH BRTER KT

Capital Builder 21/11/2007  21/11/2007- HK$0.83 30,608,760
20/11/2008 0.83%7%

B ISR MY EE

BIEFE

— T f 77’
= -3 f—

35. R i (#%)

Granted
during year

EnfH

(ii) % FCapital Builder
Investment LimitedZ i B &
KARAR=ZEELF+—A=+—HEB
3 %8 = 75 Capital Builder Investment Limited
(' Capital Builder]) & Hi47,090,40017 B8
BR#E ([BEBR#E 1) o Capital BuilderB &R
RAEIRIE R E ([ B RE WS AT
5&21‘% IR BESRO0.83B T B R &

1TH&%47,090,4008% $ B 15 ©

& FCapital Builderz IR 2 A P EER
A-EBRENS  MEZACERRES
HHEEN - ZAFEDNRE BT RE
RER M 2 RR R R BAEE

u‘l’i °

REFM—FaEMEARERATER L 2E
RESRNEBTRORERTROHE -
THBARDETEHEBHITRD 220%  H#
RIRRAE ERRERHE A E BIERIW -

BT 2REERREBRERZM ﬁﬁ
5,000,000 T2 REE XN FARDE
R BIE T5 30 A R 85 2R BﬁATJEﬁBﬁ
IR0 RS 2 REEME - Eﬁﬂ"%"ﬂ?‘
tE+-B=+—-HEZ=ZE :J\fﬁ'l' ﬁ
=+ BB AREEREREERTE -
RBER  \RONREREXZAEBIAZ
W RESR.02B T EN18.63% ; 2)

SERBREGEIRREETIEAXSAE
R P2 PR RESR] 0288 T E
#19.26% °
BREZFBENOT :
Exercised Expired Lapsed  Outstanding
during year  during year  during year at 31/3/2009
RZZBAE
ZR=1-H
EmiTE FRER EREN AR
(30,608,760) - - -

Sino Resources Group Limited e Annual Report 2010

118



119

Notes to the Financial Statements

B 7S ¥R MY RE

For the year ended 31 March 2010 #HZE-Z-—ZTF=A=+—HILFE

35.SHARE OPTIONS (continued)

(ii) Share options granted to Capital Builder
Investment Limited (continued)
The Group recognised the total expenses of approximately
HK$13,044,000 for the year ended 31 March 2008, in relating to
share options granted by the Company.

The fair value of the share options granted during the year ended
31 March 2008 is HK$0.277 each. Options were priced using
a binomial model. Where relevant, the expected life used in the
model has been adjusted based on management’s best estimate for
the effects of non-transferability, exercise restrictions (including the
probability of meeting market conditions attached to the opinion),
and behavioral considerations. Expected volatility is based on the
historical share price volatility over the past 5 years.

Inputs into model

Grant date share price REBHz2RE
Exercise price TEE
Expected volatility TRHK &
Option life BREFH
Dividend yield iSRS

Risk-free interest rate # [ i Il =

Expected volatility was determined by using the historical volatility of
the Company’s share price over the previous two years.

The binomial model has been used to estimate the fair value of the
options. The variables and assumptions used in computing the fair
value of the share options are based on the directors’ best estimate.
The value of an option varies with different variables of certain
subjective assumptions.

36.PLEDGE OF ASSETS

The Company

At 31 March 2009, an equity interest of a wholly owned subsidiary of the
Company has been pledged to an independent third party to secure credit
facilities granted to the Company.

37.FINANCIAL INSTRUMENTS

Categories of financial instruments: MBEIRAZEAN
Financial assets MHEEE

Loans and receivables ER Rk EWRIE
Available-for-sale financial assets ARHEENKEE
Financial liabilities HEaRE
Amortised cost 2 # 8 R A

35. AR E (#]|)

(ii) #&-FCapital Builder
Investment Limited:Z i B% i
AEEREZE=-ZTEENE=A=+—HI1
FERAQPARECERERIALERAIY
13,044,000 T °

BE-EZN\E=ZA=+t—BHLEEREH
ZEBRENATEASH0.2778 T - B
DU EXNRREEENEE - £
ZEAFEANBHEHCREEEREY
O EE - THERE(ERERERERE
2SRRI URTAZEERZZY
BWREMGTMAR - BHKEDREB X
TENRMDBIBETEMEE -

BARERZ 2
HK$1.03%& 7T
HK$0.83%& 5T
60%
1 yearff
4%
1.21%

FHRE D B AR FEA DA REZKIE
i B E e

—EAMEEER D AU BREZ
DNFE - FEEREAFERIAZZ2HEK
BRLEEREE 2 HREMT - BREZE
EEETEIBERRZTEAEZHMED -

36. EEEH
ENFH
RZZBZENF=ZA=+—H A28 —B2EMH
BRARAZRARZCEEFT—BIE=H F
ARDAEREEME AT -

37.MBIR
The Group
FEE

2010 2009 2008
—2—=2%F —EENF —EENF
HK$’000 HK$' 000 HK$'000
THET FTHET FTET
185,286 100,033 96,829
= - 10,377
488,622 677,412 859,897
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3. RAH—FHMBLARIZRNEZER

For the year ended 31 March 2010

38.LOSS ARISING FROM LOSS OF CONTROL OF A
SUBSIDIARY

As explained in Note 3(a) to the financial statements, the board of

s — =
BExE_=

BB BMRM S (o)W ARBRESER
B AEEBR-ZETNFNA-HETETER
EAETERRERN  BEHEBARCEERE
BYTEHRERBEARDMBREERR 2ES
- REBE-ZFETNF=ZA=1t—-HLFEZ
REERYBRR (ARAESTHAZHHER
BRRE) » AN E TR KB D B 2 25
BEEN797,129,000% 7T ©

directors of the Company considered that the Group was unable to
exercise its rights as major shareholder either to control the assets and
operations or to exercise control over the financial and operating policy
decisions of the Coal Mine Company with effect from 1 April 2009. The
Group recorded the loss arising from loss of control of the Coal Mine
Company of approximately HK$797,129,000 based on its unaudited
financial statements for the year ended 31 March 2009, which are the
latest management accounts available to the directors of the Company.

Details of the net assets of the Coal Mine Company as at 1 April 2009 are BRATAR-ZEZNFNE—BAZ2EEREZH

set out below: BWOT :
HK$' 000
FHET
Net assets disposed of: FHEZEERE:
Property, plant and equipment M- BERRKE 146,242
Intangible assets BREEE 741,357
Inventories FE 25,185
Deposits, prepayments and other receivables RE - A RE R H A EWRIE 28,625
Trade receivables g 5 EWFEIE 33,616
Cash and bank balances He RBITEER 13,395
Trade payables B ZENRE (23,097)
Tax payable S E (40,436)
Deposits received in advance kRS (473)
Deferred income EIEW A (2,719)
Accrued liabilities and other payables Rt BERHEMESRIE (83,627)
Other borrowings HiEgE (15,681)
Other long term liabilities HtsREAE (76,713)
745,674
Amount payable to former shareholder PR A H) (156,716)
of the Coal Mine Company Al BR SR IE
Attributable goodwill EhEE 341,062
930,020
Release of other reserves EREMEE (132,891)
Net loss on loss of control of a subsidiary RAH—ENBAR 2 ZEHEZERFEHE (797,129)
Analysis of net outflow of cash and cash equivalents EEXH —RBHB AR ZZEHEMEEZ
arising from loss of control of a subsidiary ReRRELEBEARLFHEZOM (13,395)
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For the year ended 31 March 2010 #HZE-Z-—ZTF=A=+—HILFE

39.DISPOSAL OF A SUBSIDIARY
On 26 February 2009, a wholly-owned subsidiary of the Company

entered into a sale and purchase agreement that the Company agreed
to sell the entire issued share capital of Group Idea International Limited
(“Group Idea”) and the amount payable to Pro-Capital Investment Limited,
amounting to approximately HK$2,975,000, with a consideration of
HK$5,000,000. The disposal was completed on 6 April 2009.

Summary of the effects of the disposal of a subsidiary are as follows:

9. HEMBLAR
REZBBAFZAZ+RB XRAZEZENRE
ARG EERZE 0 XA REZEEGroup Idea
International Limited ([ Group Ideal) 22 #E
1T R A K FE 1S FPro-Capital Investment Limited
2 FRIE 92,975,000 7T » KB %5,000,000%
T HEBHER-ZEAFHASNBREH -

HENBLAR 2 EBMMT ¢

HK$' 000
FET
Net assets disposed of: FrHEcEERE:
Deposits, prepayments and other receivables e AARERHEBERRE 2,966
Cash and bank balances RERIRITEER 2
2,968
Gain on disposal HEZER 2,032
5,000
Satisfied by: DT 3
Cash HE 5,000
Net cash inflow arising on disposal: HERAZREEH
Cash consideration HERE 5,000
Cash and bank balances RE RIIBITHE (2)
Net inflow of cash and cash equivalents ReRRELEBEEERANER 4,998

For the period from 1 April 2009 to the date of disposal, Group Idea did
not have any operations. No turnover and loss contributed by Group Idea
was recognised in the Group's loss for the year ended 31 March 2010.

40.LITIGATIONS AND CONTINGENT LIABILITIES
The Group and the Company

(a) As disclosed in the Company’s announcements dated 16 December
2009 and 8 January 2010, the Company has commenced
proceedings against Mr. Hung at the High Court of Hong Kong (the
“High Court”) with regards to a breach of contract by Mr. Hung, in
connection with a sale and purchase agreement dated 25 September
2007 made between the Company and Mr. Hung (the “Agreement”).
The Company sought advice from its legal advisers and formed the
view that Mr. Hung had failed to perform one or more of the terms
of the Agreement and is of the view that Mr. Hung is in breach of
numerous representations and warranties under the Agreement.
The Company claims against Mr. Hung, among other things, for all
payments made by the Company to Mr. Hung under the Agreement
and/or damages arising from the breach of the Agreement.
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40. 5 R A AR
FRERELQF
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B ARAEERSEER (S5 %K)
HHARERFEEREF  ABEREMELE
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40.LITIGATIONS AND CONTINGENT LIABILITIES
(continued)

(a)

(continued)

On 1 February 2010, the Company filed a statement of claim at the
High Court against Mr. Hung, Mega Wealth Capital Limited (“Mega
Wealth”) and Webright Limited (“Webright”) in connection with the
Agreement, for, inter alia, rescission of the Agreement. Particulars of
the Statement of Claim are summarised as follows:

)

(2)

(3)

The Company claims against Mr. Hung for:

(i)
(i)

(iii)

(iv)

v

(vi)
(vii)

rescission of the Agreement;
the 76,640,000 shares of the Company (“Shares”) at an
issue price of HK$0.5 per share;

the convertible note, issued to Mr. Hung pursuant to the
Agreement, in the principal amount of HK$173,500,000
convertible into ordinary shares of the Company at a
conversion price of HK$0.5 per share (the “Convertible
Note”);

further or alternatively, all payments made by the
Company to Mr. Hung and/or damages arising from the
breach of the Agreement;

a declaration that Mr. Hung holds the 70,000,000 Shares
and the Convertible Note and their traceable equivalent
on trust for the Company and that all necessary tracing
orders accounts and inquiries be taken as to what had
happened to the said Shares and Convertible Note and to
ascertain the traceable equivalent thereof;

an order for payment after having the above accounts and
inquiries;

payment of the legal costs incurred by the Company
arising from the investigation and report arising from the
matters in connection with the Agreement; and

(viii) payment of the costs incurred by the Company for

the preparation and execution of the Agreement and
supplemental agreements.

The Company also claims against Mega Wealth, inter alia, for
the 100,000,000 Shares issued to Mr. Hung upon exercise
of conversion rights of the Convertible Note and which were
passed to Mega Wealth at an issue price of HK$0.5 per Share.

The Company also claims against Webright, inter alia, for
the 98,000,000 Shares issued to Mr. Hung upon exercise
of conversion rights of the Convertible Note and which were
passed to Webright at an issue price of HK$0.5 per Share.

Up to the date of approval of these financial statements, no judgment
has been made by the High Court. The board of directors of the
Company, based on legal advices, the Company has a good
arguable case against Mr. Hung to have the Agreement rescinded.
The board of directors of the Company will follow closely on the
development of the above matters and inform the shareholders of the
Company on a timely basis.

B ISR MY EE

40. R R LR A 1R (#])

(a)

(%)

M=

2-TE-F—8 AXTK— B

¥J 4 % £ MegaWealth Capital Limited
(T'Mega Wealth 1) R Webright Limited
(TWebright]) B BR RERE B X RS F AR
BE  NEEE (Hhas) BEzhs -
BERERME FERANT

(1

(2)

(3)

ARDNREHEERRUATEE

(i) WEsEZIH=E

(ii) REROSBTZ2BITEEITZ
76,640,000 2 2 B B 4 ([ B
1)

(iii) RIBZBERRLERITRSEE
£173,500,000/8 T 2 Al 2 IR =
B(agREE]D  HARE8R
0.5B T BREERALRAT
ZER

(iv) CE—SRIEABR)RQTEME
SEXNFZERER, REE
REZBEMEEZBERE

(v) EBEREEDIUEFEERIRERD
A £ A70,000,0008% B% 2 & ®]
BREEURHETEMEHE I
B LAROREAIRBREEZT
EERIR—YIEEMGS - B
FAE UHREHJEHRSE

(vi) MEHLM@ERASER/SH
E

(vii) XL FAEZHREBREEM
ETHWRAERBEMBRZEE
BH R

(viii) EEARQBAEERBITZHER
HaHMEMBRNER -

R AT T EMega Wealthi & (H A
BRE)TEITRREBZRRERM
REROSEB T ZHITERR LR
7> MEZERE FMega Wealthz
100,000,0008% B% 43 °

AT T E Webrightt & (KR E1E)
THEABRZE2RRERMZSR
0.5BTZBITEMMBARLERIT MA
% BB TWebrightz98,000,0008
R e

BEMEZEVBHRRALL S ERIRE
HAR - REEZEZR - AQXDESERHAD
AR TECBEES  UEXBEERR - AL
AEFENRIELAFTECEHNBER IR
RAERQIARE -
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40.LITIGATIONS AND CONTINGENT LIABILITIES

(continued)

(b) On 22 January 2010, the High Court granted an ex parte injunction
order (the “Injunction Order”) against Mr. Hung and Mega Wealth
and Webright. The Injunction Order provides, among other things,
that: unless with the approval of the High Court, Mr. Hung must not,
either by himself, his servants or agents or otherwise howsoever in
any way dispose of or deal with or diminish the value of any of the
following assets:

(i)  the 76,640,000 Shares issued to Mr. Hung at an issue price of
HK$0.5 per Share;

(ii)  the Convertible Note issued by the Company to Mr. Hung;

(iii) the 100,000,000 Shares issued to Mr. Hung upon exercise
of conversion rights of the Convertible Note and which were
passed to Mega Wealth at an issue price of HK$0.5 per Share;

(iv) the 98,000,000 of the Shares issued to Mr. Hung upon
exercise of conversion rights of the Convertible Note and which
were passed to Webright at an issue price of HK$0.5 per
Share;

all being part of the considerations given to Mr. Hung by the
Company in respect of the Agreement.

On 29 January 2010, at the return date hearing in relation to the
Injunction Order, it was ordered, inter alia, that the Injunction Order will
continue subject to a fortification in the amount of HK$10,000,000 being
paid by the Company to the Registrar of the High Court on or before 12
February 2010, failing which the Injunction Order shall be discharged.
The Company has paid HK$10,000,000 funded from a substantial
Shareholder into the High Court on 10 February 2010 in compliance with
the Injunction Order. Following a hearing held at the High Court on 18
March 2010, the High Court delivered its decision on 30 March 2010
to discharge and at the same time re-grant the Injunction Order obtained
by the Company on 22 January 2010 against the defendants Mr. Hung
and his companies Mega Wealth and Webright. Furthermore, the Court
made a cost order nisi that the Company should pay the defendants’
costs related to the discharge of the Injunction Order, which the Court has
assessed to be fourfifths of the costs of the hearing. On 13 April 2010,
the defendants took out two summonses respectively for (i) an application
for an order to vary the costs order nisi made in the said decision
delivered on 30 March 2010, and (i) an application for an order to have
leave to appeal the said decision delivered on 30 March 2010, that the
decision to re-grant the Injunction Order was wrong. On 14 May 2010,
the Company and Mr. Hung, through their lawyers, entered into a consent
summons whereby the hearing of the two summonses returnable on 26
May 2010 was adjourned without a further date of hearing, with liberty
to restore. The board of directors of the Company takes the view that the
costs order nisi currently has no material impact on the Group’s finances
and will make further announcements as and when appropriate.
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40.LITIGATIONS AND CONTINGENT LIABILITIES
(continued)

(c)

Mr. Hung served the statutory demands on the Company in respect
of a total outstanding Alleged Indebtedness of HK$41,722,630
(the “Statutory Demands”). A winding-up petition (the”Winding-
up Petition”) was presented to the High Court and served on the
Company by Mr. Hung on 28 January 2010 in connection with the
Alleged Indebtedness. The Company intends to oppose the Winding-
up Petition and has appointed legal advisers to handle the matter.
The first hearing of the Winding-up Petition was held on 7 April
2010. At the second hearing held in the High Court on 12 April
2010, upon hearing submissions by the parties, the Companies
Judge made an order that, among other things, the Winding-
up Petition be adjourned to the second Monday after the date of
handing down of judgment in connection with the Statement of Claim
by which the Company has made a claim against Mr. Hung. The
board of directors of the Company considers that the issue of the
Statutory Demands is, of itself, unlikely to have a negative impact
on the Group's financial condition. The Alleged Indebtedness was
fully recognized in the Group’s financial statements as at 31 March
2010. In addition, the Company may seek to set-off against the
Alleged Indebtedness claims which the Company is asserting against
Mr. Hung under the Statement of Claim. The board of directors
of the Company is of the view that it has a bona fide claim on
substantial grounds and should succeed in the Proceedings by which
the Company has made a claim against Mr. Hung, which shall
extinguish Mr. Hung’s claim in the Winding-up Petition.

On 28 January 2010, by a letter to the High Court, Mr. Hung’s
solicitors applied for an early date for a first hearing of the
application for appointment of provisional liquidators to the
Company by Mr. Hung (the “Application”). A hearing in respect of
the Application took place on 2 February 2010, at which a date was
set down for a further hearing on 5 May 2010. The Company and
Mr. Hung, through their lawyers, entered into a consent summons
whereby the hearing scheduled on 5 May 2010 for the Application
was adjourned without a further date of hearing, with liberty to
restore. The Court made an order by consent on 26 April 2010 in
this regard. Notwithstanding this, the Company received a letter
from Mr. Hung’s lawyers dated 15 June 2010 in which, among other
things, Mr. Hung requested to set down a date for the hearing of
the Application. In response to Mr. Hung's request, the Company
and Mr. Hung, through their lawyers, have fixed with the Court a
hearing date for the Application on 9 November 2010. The board of
directors of the Company is of the view that the Application has no
merits and will fail. The Company has already retained solicitors and
counsel to oppose the Application.

The board of directors of the Company, based on legal advises, is
of the view that the Company has a very good defence against the
Winding-up Petition and the Application.
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EF=A=1+—HIFE

40.LITIGATIONS AND CONTINGENT LIABILITIES
(continued)

(d)

(e)

On 30 April 2010, Mr. Hung commenced proceedings in the Labour
Tribunal against the Company for, inter alia, reimbursement of
expenses incurred by Mr. Hung whilst he was in the employment
as consultant/assistant to chairman of the Company in the sum
of approximately HK$1,041,000 (the “Labour Tribunal Claim”).
Pursuant to an order dated 28 June 2010, the Labour Tribunal Claim
was ordered fo be transferred to the High Court. On 14 July 2010,
the Company received a notice from the High Court that a hearing
will be held on 1 September 2010. The board of directors of the
Company, based on legal advises, is of the view that the Company
has good arguable defence against the Labour Tribunal Claim.

On 2 July 2010, Mr. Hung Hoi Ming Raymond (the “Claimant”),
brought an action at the Labour Tribunal against the Company and
Sino Talent Holdings Limited, a wholly owned subsidiary of the
Group for payment of a sum of approximately HK$347,000, being
the amount allegedly owned by the Group on termination of his
employment contract dated 10 December 2009. The Group have
filed with the Labour Tribunal a defence and counterclaim which
the Group only agreed to pay a sum of approximately HK$95,000
and counterclaimed against the Claimant for repayment of a sum of
approximately HK$128,000 being the amount of education subsidy
received by the Claimant and a sum of approximately HK$46,000
being compensation for unauthorized absence from work and
outstanding telephone bills. The board of directors of the Company,
based on legal advises, is of the view that the Group have a good
defence to the Claimant’s claim and a good chance of success in
respect of the respective counterclaims.

41.COMMITMENTS

The Group and the Company had no significant commitments at the end of

the reporting period.

42.OPERATING LEASE ARRANGEMENTS

The Group leases certain of its office properties under operating lease

arrangements. Leases for office properties are negotiated for terms

ranging from one to three years.
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42. OPERATING LEASE ARRANGEMENTS (continued) 42 . BEHA R ()
At 31 March 2010, the Group had total future minimum lease payments R-E-—ZFF=A=1+—H FxEEREBEFTTH
under non-cancellable operating leases in respect of land and buildings et R EFELHAAMBERTIHRA XA
falling due as follows: ZARRBEEONRBBEDOT ¢
The Group
F5E
2010 2009 2008
—E—FF —EENAF —EENF
HK$’000 HK$’ 000 HK$’ 000
FHET FHET FET
Within one year —F R 2,693 35,929 36,027
In the second to fifth years, inclusive F_EZEFELF (BIEEEME) 1,946 3,697 9,268
4,639 39,626 45,295
The Company did not have significant operating lease arrangements at the RBEHATER  NARALESEAKLEHEZH
end of the reporting period (2009: Nil; 2008: Nil). (ZBENF &, Z2T/N\F  E) -
43. MATERIAL RELATED PARTY TRANSACTIONS 43.EXREBEALES
In additions to the transactions and balances disclosed elsewhere in these BRAESMBREREMEFIRBECRE RGN
financial statements, during the year ended 31 March 2010, the Group REZE-Z—-ZSFE=-A=1+—HLEEE » XQF
had entered into the following material related party transactions: BRIYTIERBEALRS :
Key management personnel remuneration FEEHEARHMS
Remuneration for key management personnel, including amounts paid to FTEEBEAECHE (BIENMHERRMTI0E
the Company’s directors as disclosed in Note 10 to the financial statement BRENFARARARESZHRB) MOT ¢
is as follow:
The Group
F5EH
2010 2009 2008
—®—FF ZEENF —EENF
HK$’000 HK$’000 HK$' 000
THT FET FET
Short term employee benefits ZHESEF 5,413 15,243 15,648
MPF Contribution BEEHER 43 98 111
Share-based payment LURR 19 B EL i S A K = - 232
5,456 15,341 15,991
Total remuneration is included in “Staff costs” in Note 8 to the financial MERBLEREEETRA | (M BHRRHFES)
statements. A e
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For the year ended 31 March 2010 #HZ=Z—-ZF=A=+—HItFE

43. MATERIAL RELATED PARTY TRANSACTIONS
(continued)

Transactions carried out with related parties

Interest expense paid to a shareholder, ERF-BRFMABEE
Mr. Hung Chen, Richael ZHB X

Interest expense paid to a shareholder, XA F — BREACE Channel
ACE Channel Limited Limited Z 7 2B %

Interest expense paid to a director, ERF-—RESEEREE
Mr. Chiu Sui Keung ZREX

43. EXFHEALTE S ()
HRAEALTETZXS
The Group
F5EH

2010 2009 2008
—F—F%F ZEEBAF ZEENF
HK$’000 HK$’ 000 HK$’ 000
THET FHET FHET
3,117 118 -
6,779 - -
453 = -
10,349 118 -

On 6 April 2009, the Group disposed the entire share capital of Group
Idea to Mr. Cheung Shui Kwai and Mr. Javed Igbal Khan, both are former
executive directors of the Company, at a considerations of HK$5,000,000
(Note 39).

44.EVENTS AFTER THE REPORTING PERIOD

Save as disclosed in Note 40 Litigations above and elsewhere in these
financial statements, the Group has the following events occurred
subsequent to the end of the reporting period:

()  On 2 April 2010, the Jingbao second brigade of Xiangfang
Branch Police Station (the “Branch Police Station”) in Harbin City
of Heilongjiang Province, China issued a notice (the “Notice”) to
the Mine Seller, which states that the company seal of the Mine
Seller used in the execution of the Extension Agreement filed with
the Approval Office for Foreign Capital under the Department of
Business of Heilongjiang Province by the Subsidiary is forged.
The Notice also states that the Branch Police Station would further
investigate the suspected forgery of company seal by Mr. Hung
Chen Richael, the former director of the Subsidiary. The Company
is arranging for authentication of the Notice and is seeking legal
advice from its lawyers. For details, please refer to the Company’s
announcement dated 21 July 2010.

45. COMPARATIVE FIGURES

Following the adoption of new HKASs and HKFRSs during the current
year, the accounting treatment and presentation of certain items and
balances in the financial statements have been revised to comply with the
new requirements. Accordingly, certain comparative amounts have been
reclassified/restated to conform with the current year’s presentation and
accounting treatment.

46. AUTHORISATION FOR ISSUE OF THE
CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and authorised for
issue by the Board of Directors on 23 July 2010.
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