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INTRODUCTION

On behalf of the board (the “Board”) of directors (the “Directors”) of
Mongolia Investment Group Limited (formerly known as Ming Hing
Waterworks Holdings Limited) (the “Company”) and its subsidiaries
(collectively, the “Group”), | am pleased to present the results of the
Group for the year ended 31 March 2011.

During the review year, much effort was placed on transforming the
Group into a Mongolian resources-related conglomerate. The
Company entered into the coal mining industry in Mongolia by
acquiring the entire issued share capital of Mongolia Investment Group
Limited (formerly known as Well Delight Holdings Limited) (“Mongolia
Investment BVI”) during the year (the “Acquisition”). Our Company
name was subsequently changed from “Ming Hing Waterworks
Holdings Limited” to “Mongolia Investment Group Limited” with effect
from 31 August 2010. Such significant transformation represents a
new era in the Group’s development history.

In early 2011, we completed several mining feasibility studies and
obtained a mine operation permit from the Mongolian authorities for
our coal mine in Tugrug Valley (the “TNE Mine”), located approximately
170 km southeast of Ulaanbaatar, Mongolia. Preparatory work for
the mine site including removal of overburden has begun, marking
an encouraging development since completion of the Acquisition on
17 June 2010.

Aside from the aforementioned events, our waterworks operation
continues to serve as a steady source of income for the Group.
Benefiting from various waterworks maintenance and water mains
replacement and rehabilitation projects for the Water Supplies
Department in Hong Kong that commenced in 2009, we were able to
achieve stable revenue growth for the year.

FINANCIAL HIGHLIGHTS

For the year ended 31 March 2011, the Group recorded revenue of
HK$875.0 million, representing an increase of 29.4% over last year
(2010: HK$676.0 million). The growth was mainly due to revenue
derived from two water mains replacement and rehabilitation projects
that commenced in early 2009, along with two waterworks
maintenance projects that started in September of the same year.

ELREEEAER2T | Mongolia Investment Group Limited
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Gross profit increased by 48.2% to HK$46.5 million (2010: HK$ 31.4
million), owing to our ability to minimise material costs by sourcing
from more suppliers, imposing strict inventory controls and procuring
materials via an ERP system. Loss attributable to shareholders totalled
HK$369.9 million (2010: loss attributable to shareholders was
HK$17.2 million). This was due to an impairment loss of HK$300.6
million on the valuation of the TNE Mine — pertaining to delay in
production because of dewatering issue and subsequent change in
market condition that lead to changes in business plan and also
downward adjustment of the carrying value of the TNE Mine. The
impairment is a non-cash item and consequently does not have any
impact on the Group’s cash position. Other losses include a one-off
expenditure of professional fees and other expenses incurred for the
Acquisition, recorded at HK$8.0 million. HK$73.4 million imputed
interest expense was also reported from the issue of a promissory
note and convertible note as part of consideration for the Acquisition
during the first-half financial year. These interest expenses were also
non-cash items and have no impact on the Group’s cash position.
Basic loss per share was HK6.676 cents (2010: Basic loss per share
was HK2.133 cents).

Liquidity & Financial Resources

As at 31 March 2011, cash at banks and in hand and pledged bank
deposits reached HK$323.2 million (as at 31 March 2010: HK$124.6
million). Total borrowings, including promissory note and convertible
note issued as part of consideration for the Acquisition, as at the end
of the review year were HK$949.6 million (as at 31 March 2010:
HK$107.7 million). The Group’s current ratio, being the ratio of current
assets to current liabilities, was 3.4 times (as of 31 March 2010: 2.6
times), and its gearing ratio, in terms of total borrowings net of cash
at banks and in hand and pledged bank deposits to total equity, stood
at 37.0% (31 March 2010: N/A).

Foreign Exchange Risk Management

The Group’s transactions are primarily denominated in Hong Kong
dollars, United States dollars and Mongolian Tughrik. The Group has
not implemented any formal hedging policy. However, the Group
monitors its foreign exchange exposure continuously and, when it
considers appropriate and necessary, will consider hedging significant
foreign exchange exposure by way of forward foreign exchange
contracts where appropriate.

07/
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Human Resources

As at 31 March 2011, the Group had approximately 790 employees
(for the year ended 31 March 2010: 650 employees) with nearly 100%
holding permanent positions. Total staff costs, including Director’s
emoluments for the year under review amounted to HK$145.9 million
(for the year ended 31 March 2010: HK$92.2 million).

The Group’s remuneration policies are primarily based on prevailing
market salary levels and the performance of the Group and of the
individuals concerned. In addition to salary payments, other staff
benefits include performance bonuses, education subsidies, provident
fund, medical insurance and the use of share option scheme to
recognise and acknowledge contributions made or may make to the
business development of the Group by its employees.

BUSINESS REVIEW
Mining Business in Mongolia

Mongolia is a country endowed with up to 80 types of minerals and is
particularly abundant in coal, copper and gold. Most mineral deposits
are unexplored and unexploited, yet are commercially needed around
the world. Mongolia is anticipated to experience high economic growth
as the local government increases expenditure and encourages foreign
investments, hence stimulating local consumption of its natural
resources, particularly coal. To capture enormous resource-related
opportunities in Mongolia, we completed the Acquisition on 17 June
2010 from which four mining licenses were obtained for the TNE
Mine located in the Tugrug Valley of Mongolia. We have also obtained
seven exploration licenses for coal, gold and copper deposits in Gobi-
Altai, Dundgobi and Zavkhan provinces respectively through the
Acquisition.

ELREEEAER2T | Mongolia Investment Group Limited
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The Coal Mine in Tugrug Valley, Mongolia

The Group, through its wholly-owned subsidiary, possesses the entire
interest in Tugrugnuuriin Energy LLC (“TNE”). TNE holds four mining
licenses that cover a 1,114 hectare coal mine in Tugrug Valley (the
“TNE Mine”), southeast of Ulaanbaatar, Mongolia. The brown coal
deposit is located in the Tugrug Valley within the administrative unit
of Bayan Soum of Tuv Aimag in Mongolia. Based on a report made by
an independent technical advisor, the TNE Mine has approximately
64.0 million tonnes of measured and indicated resources and an
additional 27.9 million tonnes of inferred resources.

During the review year, we made significant progress on the TNE
Mine operation, completing various preparatory works ahead of mining
activities. We purchased an office unit in the central of Ulaanbaatar
that will serve as a permanent base in Mongolia, and have leased
necessary equipment and machineries for the mining operation. In
addition, we established a detailed plan in relation to the surface
mining and carried out water treatment prior to exploration and mining
activities. We also completed feasibility studies, including
environmental protection, logistic and operations, which have enabled
us to obtain a mine operating permit from the Mongolian authorities.
Other preparatory works completed include dewatering system set
up and power supply installation as part of infrastructure for the mine
site.

To address transportation and infrastructure needs, during the review
year we constructed a compacted haul road connecting the mine to
the loading point at Maanit railway station, which is approximately 60
km from the mine site. Installation of wagon weighing equipment at
the loading point has been completed as well.

However, due to unforeseeable technical causes, the commencement
of test pumping for the dewatering work of the TNE Mine has been
deferred, and the required time for water management program was
longer than expected. Hence, the overall production schedule of the
TNE Mine has to be adjusted. In late 2010, mining activities at the
TNE Mine began with an initial focus on the removal of overburden.
As a result of production delay, management resolves to concentrate
on local marketing in the early years of production and this subsequent
change in market condition leads to an impairment adjustment to
the fair value of the TNE Mine. Once such activity is completed we
will soon be ready to start production. Presently, the Group is under
negotiations with potential customers to supply coal from the TNE

09

—Z——FF3% | Annual Report 2011



ERE®E

CHAIRMAN'’S STATEMENT

HAFBEGREENERDY - DRELER
WAERB - REEFA - REXBEETRAX
#332,000,0007 7T ©

H Ath & BR

B TBEBTNES B EREER - AEBETR
S H A Zavkhan EMEEEA H£4155174
ERES MREIEER - Gobi-Altai M EA &
BHLNL4 016 ENES RINEHEER - 5
Dundgobi®& = B &S $£4914,087 A LA B IE )
FIER - NEBBAE Lt = i E NS (5RE
[Hi&i5]) MRBFETIE  MELCHEREME
HHENRAEAEEEEMAER - AEKAEE
R IE BB IREE R o

RIBWEE B - W SIESTAR R B A 5T
Ry Bt RAGEHR S LB & Camex LLC
(Mongolia Investment BVIE [ 2 & M B A 7))
MEWBRARMNAAE (TRETNEES K EE
FBHEE) 1 721,550,000,000/8 7T @ ANEEH 5
/B 17 Best State Holdings Limited ([Best State )
BOEERE ((EEER]) - Al ARBHEE
RS B R BT IR S A AR R BRI STAK - B Ut
N& B B 78 A Best State3 1TES B =45 o

AEBSRBEER A NREEEE - B8
B REMESEROEMNTREMERE - A
LFRFERERNGEBE - A AREITE
BREBEZEFCERY REBEEEDRGS B8R
TRREMBSER TFR - AREBAERTE

(CES R

10

Since the mining business is at the early stage of development,
revenue has yet to be realized. During the review year, the mining
business incurred administrative expenses of approximately HK$32.0
million.

Other Licenses

Besides holding four coal mining licenses via TNE, the Group
possesses two exploration licenses for gold and copper deposits
located in Zavkhan, Mongolia, which covers a total area of
approximately 15,517 hectares. Moreover, it holds two exploration
licenses for gold and copper deposits in Gobi-Altai, Mongolia, which
spans an area of approximately 44,016 hectares. The Group also
possesses three exploration licenses for coal deposits in Dundgobi,
Mongolia, covering an area of approximately 14,087 hectares. The
Group is conducting exploration work at the mines in these three
areas (together as “Other Mines”), and will seek to convert exploration
licenses into mining licenses should there be an abundance of
resources discovered.

According to the Acquisition agreement, the Group may issue a
compensation note (the “Compensation Note”) to Best State Holdings
Limited (“Best State”) in case the fair value of Camex LLC (an indirect
wholly-owned subsidiary of Mongolia Investment BVI) and its
subsidiaries (excluding the value of the TNE Mine and its licenses)
as shown in the second technical and valuation reports being not
less than HK$1,550 million within eight months after the Acquisition.
However, as the technical report for the valuation of the Other Mines
was not completed by the deadline, no Compensation Note was issued
to Best State.

The Group will continue to complete the geological study and technical
report on the resources of the Other Mines, and to explore their
economic viability as part of its mining business plan in Mongolia.
However, as the obligation to issue the Compensation Note has lapsed,
in accordance with the Acquisition agreement no Compensation Note
has to be issued when the geological study of the Other Mines is
completed in the future.

ELREEEAER2T | Mongolia Investment Group Limited



ERE®E

CHAIRMAN'’S STATEMENT

BERAMNKEER

REBFER  KEEBDEAEENEZ KRR
JB 0 #874,300,0008 L (— T —ZF :
675,400,000/ 7T) * 15 48K 254999.9% © KGR
& T 278 B e Uk 2538 N38% = 49527,200,00078
T R #BIEE60.2% - B RIEEKE TIEIHEE
B Uy 25 38 1142 % Z #9298,300,00058 7T + 16 48Uk
#34.1% ° B I LDREER TI218 B I35 %
42,700,000/ 7T * 1H 8K z=4.9% °

FHEIEEHE
KBEREIRER

REBEFEIENREREMND —ETAFNA
FIEVKERETIREH - DRI AKETIZEY
B —HRE—FH AR (ALK - 1/WSD/09(E))
PR ITIEEHA K —RW—#57m (5 0R
5% 1/WSD/09(W)) - Mp/KEREIERAXH B
—F-THFETREAME - REBEFEEAS
B AW R60% » E-E——F KK HRE
18 38 800,000,000/% 7T, ©

EBRRBEKEIREHE

AEEMERRREEKETIREEE -_Z—F
FUBFERRBT - THEREBEWRA - 608
181,000,000,000 7T » HIE T —=%F5K °

Heh—EHB S REBREERNEKE (AL
Mm% - 7/WSD/08) - ARt E—F—=FH A%
IT-RTE——F=A=+—H BHAFKHE7
RNEKE =z BETKERIEETIE-

E_RBEBESRERREESSHERBEKE
(B4R 5R - 18/WSD/08) » fhatE—ZT—=F A,
ARI -R-_ZT—F=ZA=+—H0 HEFK
MA2 5 BKE B —¥E xR ERUBET
fE o

Waterworks Business in Hong Kong

During the review year, waterworks business remained the main
source of revenue for the Group, generating HK$874.3 million (2010:
HK$675.4 million), and accounting for approximately 99.9% of total
revenue. Revenue from waterworks maintenance projects increased
by 38% to approximately HK$527.2 million, representing 60.2% of
total revenue. Water mains replacement and rehabilitation projects
achieved revenue growth of 42% to approximately HK$298.3 million,
making up 34.1% of total revenue. As for landslip prevention projects,
HK$42.7 million in revenue was recorded, equivalent to 4.9% of total
revenue.

Projects on hand
Waterworks Maintenance Contracts

A main source of revenue during the review year was derived from
two waterworks maintenance projects that started in September 2009,
specifically, Term Contract for Waterworks District E — New Territories
East (contract number: 1/WSD/09(E)), and Term Contract for
Waterworks District W — New Territories West (contract number: 1/
WSD/09(W)). The two waterworks maintenance contracts began
contributing significant revenue since 2010, accounting for
approximately 60% of the Group’s total revenue in the review year
and will be valued at over HK$800 million upon completion by 2012.

Water Mains Replacement and Rehabilitation Projects

Two water mains replacement and rehabilitation projects of the Group
have been underway since the 2010 financial year. Representing
another significant source of revenue, the contracts are valued at
HK$1 billion and will run until 2013.

One of the projects involves replacement and rehabilitation of water
mains in East Kowloon (contract number: 7/WSD/08), and is estimated
for completion in May 2013. As at 31 March 2011, approximately
one-third of the 87 km water mains covered by the project have been
replaced or rehabilitated.

The second contract concerns replacement and rehabilitation of water
mains on Hong Kong Island South and outlying islands (contract
number: 18/WSD/08), and is estimated for completion in September
2013. As at 31 March 2011, nearly half of the 42.5 km water mains
covered by the project have been replaced or rehabilitated.
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The two replacement and rehabilitation projects accounted for nearly
30% of our total revenue in the current year. Another project on hand
involves the replacement and rehabilitation of water mains in Tai Po
and Fanling (contract number: 21/WSD/06) that is expected to be
completed in October 2011.

Landslip Preventive Measures (LPM) Works
Contracts

During the review year, the Group was nearing completion of two
Landslip Preventive Measures (LPM) works contracts. The first
involving a 10-year extended LPM project in Kowloon and New
Territories (contract number: GE/2008/08) while the second, also a
10-year extended LPM project, was conducted in the New Territories
and outlying islands (contract number: GE/2008/15).

PROSPECTS

Looking ahead, we will continue to accelerate development of our
mining operation at the TNE Mine in order to expedite production.
Exploration and feasibility studies at our other licensed areas will be
continued as well, and should there be significant amounts of
resources found, we will duly consider converting the exploration
licenses into mining licenses. We are optimistic about the long-term
outlook of the commodities market and our goal is to develop more
valuable resource projects that allow us to generate maximum returns
for the Group and our shareholders.

Our project management team will closely monitor operation flow,
and once commercial production commences, we will target selling
coal to domestic customers, comprising mainly local power plants,
though we will also consider export markets should opportunities arise.
In addition, we will gradually broaden our sales and marketing team
as the TNE Mine increases production.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to express
my gratitude to the management and staff for their diligence and
dedication over the past year. With a comprehensive strategy in place
for enhancing efficiency, service quality and competitiveness, we look
forward to delivering satisfactory returns to our shareholders.
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EXECUTIVE DIRECTORS

Mr. YUEN Chow Ming, aged 74, is an executive Director, the Chairman
and the founder of the Company and the Group. Mr. YUEN and three
other partners found Ming Hing Engineering Company (the “Partnership”)
in 1967. In January 1987, Mr. YUEN, together with Mr. SO Yiu Cheung
and two other partners, established Ming Hing Waterworks Engineering
Company Limited and he was one of the founding directors. Mr. YUEN
studied engineering science at “ R & 2 RBHE K2 in the early 1960s
and has over 40 years’ experience in waterworks engineering, most time
of which were devoted to developing and managing the Group’s
waterworks projects. Mr. YUEN was appointed as an executive Director
on 29 October 2004. Mr. YUEN has been since the inception of the
business responsible for the marketing, formulation of corporate
strategies, business planning and overall management of the Group. Mr.
YUEN is the father of Mr. YUEN Wai Keung.

Mr. YUEN Wai Keung, aged 44, is an executive Director, the Deputy
Chairman and the Chief Executive Officer of the Group and is
responsible for the overall business management and corporate
development of the Group. Mr. YUEN graduated from the Imperial
College of Science, Technology and Medicine, University of London
with a bachelor’s degree in mechanical engineering in 1990.
Mr. YUEN also holds a master’s degree in business administration
from the Hong Kong University of Science and Technology in 2000.
Mr. YUEN is a member of The Hong Kong Institution of Engineers
and a member of Institution of Mechanical Engineers (UK).
Mr. YUEN joined the Group in 1991 and has since then been heavily
involved in all aspects relating to the waterworks business of the Group.
He is a member of The 10" Committee of Changsha City Chinese
People’s Political Consultative Conference. Mr. YUEN became a
director of Ming Hing Waterworks Engineering Company Limited in
1996 and was appointed as an executive Director of the Group on 2
June 2004. Mr. YUEN is the son of Mr. YUEN Chow Ming.
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Mr. SO Yiu Cheung, aged 59, is an executive Director and the Deputy
Chairman of the Group and is responsible for the overall project
management of the Group. Mr. SO is also involved in the formulation
of corporate plans and strategies of the Group. Mr. SO obtained his
certificate in structural engineering from Hong Kong Polytechnic in
July 1973. Mr. SO is also an associate member of the Institute of
Plumbing in the UK. Mr. SO has over 35 years’ experience in
waterworks engineering. Mr. SO joined the Group in 1985 as a partner
to the Partnership and became one of the founding partners of Ming
Hing Waterworks Engineering Company Limited in 1987. Mr. SO was
appointed as an executive Director on 29 October 2004.

Mr. HO Hin Hung, Henry, aged 54, is an executive Director from
15 March 2010 to 27 April 2011 and re-designated as non-executive
Director on 28 April 2011. Mr. HO has over 27 years of experience in
investment management, investment banking and research. In the
past ten years, Mr. HO worked for several internationally prestigious
investment banks heading their research departments. He has been
a director of RIEXRT HHIERHBER A A (Tianjin Tasly
Pharmaceutical Joint Stock Company Limited), a company listed on
the Shanghai Stock Exchange, since 24 March 2009. During the
period from 1994 to 1999, Mr. HO served as a part-time member of
the Central Policy Unit of the Government of the Hong Kong Special
Administrative Region. Mr. HO holds a degree of Master of Arts in
Accounting and Finance from the University of Lancaster, United
Kingdom. Mr. HO was appointed as an executive Director on 15 March
2010.

Mr. CHEUNG Chi Man, Dennis, aged 43, is an executive Director,
Chief Financial Officer and Company Secretary. Mr. CHEUNG has
over 17 years of experience in accounting and financial management.
He has been an independent non-executive director of Powerwell
Pacific Holdings Limited, a company listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited, since 27
September 2010. Prior to taking up the above-mentioned posts of
the Company, he has been the chief financial officer of the China
division of Midland Holdings Limited, a company listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Mr. CHEUNG holds a Master’s degree in Commerce from
the University of New South Wales, Australia. Mr. CHEUNG is a
member of the Hong Kong Institute of Certified Public Accountants
and Australian Society of Certified Practicing Accountants. Mr.
CHEUNG was appointed as an executive Director on 15 October 2008.
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Mr. LIM Siong, Dennis, aged 44, is an executive Director. Mr. LIM is
a graduate of the Hong Kong Polytechnic University in hospitality
management in 1990. He has substantial experience in the exploration
and mining industry in Mongolia. Mr. LIM also possesses a wealth of
experience in consumer products and sales and marketing in Asia
Pacific Region as he worked for a USA multinational corporation
before. Mr. LIM was appointed as an executive Director on 17 June
2010.

Mr. WONG Tak Chung, aged 50, is an executive Director.
Mr. WONG is a fellow member of the Institute of Commercial
Management in the United Kingdom and the Hong Kong Institute of
Directors respectively. He was a director of Fortuna International
Holdings Limited (renamed Goldin Financial Holdings Limited) until
December 2008, the shares of which are listed on the Stock Exchange.
Mr. WONG was appointed as an executive Director on 17 June 2010.

Mr. ENEBISH Burenkhuu, aged 50, is an executive Director.
Mr. ENEBISH graduated from the Geological Faculty of Mongolian
Polytechnic University with a degree in geological engineering in 1984.
Mr. ENEBISH has over 25 years of experience in dealing with copper
and other deposits evaluation and mining exploration works in
Mongolia. Mr. ENEBISH was appointed as an executive Director on
17 June 2010.

Mr. LEUNG, Chung Tak Barry, aged 48, obtained his master degree
of business administration, majoring in finance and banking from
McLaren School of Business, the University of San Francisco in the
United States of America in 1997. Mr. LEUNG has over 10 years’
experience in taking management role for a Hong Kong listed red-
chip company, managing the transactions for mergers and acquisitions
and corporate finance activities and working closely with various
provincial governments in the People’s Republic of China. From 20
January 2006 to 4 June 2007, Mr. LEUNG was a non-executive
director of China Best Group Holding Limited (the shares of which
are listed on the Stock Exchange; stock code: 370), which has coal
and coke manufacturing related businesses. Mr. LEUNG was also
appointed as a non-executive director of Thunder Sky Battery Limited
(now known as Sinopoly Battery Limited and the shares of which are
listed on the Stock Exchange; stock code: 729) on 20 October 2006,
re-designated as an executive director on 22 November 2006 and
then re-designated as a non-executive director on 1 June 2009. Mr.
LEUNG has resigned as a non-executive director of Thunder Sky
Battery Limited (now known as Sinopoly Battery Limited) on 1 July
2010. Mr. LEUNG was appointed as an executive Director on 14 March
2011.

15

—Z——FF3% | Annual Report 2011



EENEREEASHE

BIOGRAPHICAL DETAILS OF DIRECTORS & SENIOR MANAGEMENT

BYFHTES

BREARLLE 555 R—NMENFERBASE
REBEXVESERB LM BR-NNEF
ERFIABEIBHESERBELTER - B 5
R—NNTE R — NN\ —FERFFRRE AR
REBRNEN - RABBEREMASEE - 8 —
NN—FRAKRZEDE NETBHE - REER
TE-ZFEA+-A-RBEZERBUIFNITE
=

BRREE 495 W-_ZETNF_A=-1+HE
ZERBUIIDITES - BAERPEREAR
T+ UF 2 o BEER ASKky Holdings
Group Limited P ¥ BRI - B LR AR
HARBZ(LBREBRBHMAELEEN - BEAER
—NN\RFEREE - EEDEEBRE R
TRIADBZ SRERERL - BLETRS
EFERFIRBEIE  WABAKMNTERRBZES -
ERSFEERBEAER  BEOAEMSFHE
CEER  BOASKMNMEINEESERREERE
AEFHEEEE -

ETERE - 435 0 RBER - B - S RVB
EEFEEEEYELS - HARA—HAMME
SR RARIZESREIE - b 2R BAREER
WA R 2T AIIT TIELQSF MR —HEAARF
EEMBRENCTF - BEXEARBRBTARE
A SEFEERBECHMAEREBHKG
2ol BRAAEAFARBEEEZEEHAS
(Middlesex University) @ &t R & 2 T 247 o &
EERZT—ZTF+A—BEZTABILIEHNT
=

16

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. CHAN, Sai Kit Kevin, aged 55, graduated from the Buckingham
University of United Kingdom in 1979 with L.L.B. and further obtained
L.L.M. qualification at King’s College London, University of London in
1980. He was called to the Bar of the United Kingdom and the Bar of
Hong Kong in 1980 and 1981 respectively. He is a member of the
Hong Kong Bar Association and has been practising as a barrister in
Hong Kong since 1981. Mr. CHAN was appointed as an independent
non-executive Director on 1 November 2010.

Mr. LIAO Cheung Tin, Stephen, aged 49, is an independent
non-executive Director and was appointed on 20 February 2009.
Mr. LIAO has over 24 years’ experience in the trade and commerce
industry. Mr. LIAO is currently the general manager of the corporate
development division of Sky Holdings Group Limited. Mr. LIAO holds
a Joint-honors degree in Chemistry with Management Studies from
the University of London. Mr. LIAO returned back to Hong Kong in
1985 and had held senior management positions in both international
and local listed and private companies since then. Mr. LIAO also serves
in various non-profit organizations and is the member of Guangxi
Qinzhou Chinese People’s Political Consultative Conference, the Vice-
President of Guangxi Youth Entrepreneur Association, the Vice-
Chairman of Guangxi Guilin Youth Federation, the Executive Member
of Guangxi Qinzhou Overseas Friendship Association and the
Committee Member of Guangxi Youth Federation.

Mr. TAM Tsz Kan, aged 43, has extensive experience in auditing,
taxation, accounting and financial management. He is currently the
managing director of a local corporate accounting firm. Prior to that,
Mr. TAM has worked for two international accounting firms for about
5 years and a private company as a financial controller for about
6 years. Mr. TAM is a fellow member of the Association of Chartered
Certified Accountants, an associate member of the Hong Kong Institute
of Certified Public Accountants and The Taxation Institute of Hong
Kong. Mr. TAM holds a Bachelor degree in Accounting and Finance
from the Middlesex University, United Kingdom. Mr. TAM was
appointed as an independent non-executive Director on 1 October
2010.
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The Directors are pleased to present their annual report together with
the audited financial statements of the Company and the Group for
the year ended 31 March 2011.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. Details of the
principal activities of each member of the Group are set forth in note
16 to the financial statements.

The Group is principally engaged in the provision of maintenance
and construction works on civil engineering contracts in respect of
waterworks engineering, road works and drainage and slope upgrading
for the public sector in Hong Kong, the provision of water supply
services in Mainland China as well as the mining and exploration of
mineral resources in Mongolia.

CHANGE OF THE COMPANY’'S NAME

Pursuant to a special resolution passed at the annual general meeting
of the Company held on 26 August 2010, it was approved that the
Company’s name be changed from “Ming Hing Waterworks Holdings
Limited” to “Mongolia Investment Group Limited”. Accordingly, the
Chinese name of the Company to be changed from “Bf B 7k 7% 4% fi%
BRAA to “EHIEESEBEHBRAF". On 31 August 2010, the
Certificate of Incorporation on Change of Name has been issued by
the Registrar of Companies in the Cayman Islands and the change of
corporate name of non-Hong Kong company under Part XI of the
Companies Ordinance (Cap. 32 of the Laws of Hong Kong) has also
been registered with the Registrar of Companies in Hong Kong with
effect from 22 September 2010.
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RESULTS AND APPROPRIATIONS

The Group’s results for the year ended 31 March 2011 and the state
of affairs of the Group and the Company at that date are set out in the
financial statements on pages 43 to 171.

No dividend has been recommended by the Board for the year ended
31 March 2011.

GROUP FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on page 172.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment of the
Group during the year ended 31 March 2011 are set out in note 14 to
the financial statements.

BORROWINGS

Details of bank borrowings of the Group as at 31 March 2011 are set
out in note 27 to the financial statements.

SHARE CAPITAL

Details of movements in the Company’s share capital during the year
ended 31 March 2011, are set out in note 30 to the financial
statements.

CONTINGENT LIABILITIES

Details of the contingent liabilities of the Group as at 31 March 2011
are set out in note 35 to the financial statements.
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PLEDGE OF ASSETS

Details of the pledge of assets of the Group as at 31 March 2011 are
set out in note 24 to the financial statements.

SEGMENT INFORMATION

Details of the segment information of the Group for the year ended
31 March 2011 are set out in note 6 to the financial statements.

RESERVES

Details of movements in the reserves of the Group and the Company
during the year ended 31 March 2011 are set out in the consolidated
statement of changes in equity and note 32 to the financial statements
respectively.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of
Association of the Company (the “Articles”) or the laws of the Cayman
Islands which would oblige the Company to offer new shares of the
Company on a pro-rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE
OF LISTED SECURITIES OF THE
COMPANY

During the year under review, neither the Company nor any of its
subsidiaries has purchased, redeemed or sold any of the shares of
the Company.
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DIRECTORS

The Directors during the year and up to the date of this report were:
Executive Directors

Mr. YUEN Chow Ming (Chairman)
Mr. YUEN Wai Keung
(Deputy Chairman and Chief Executive Officer)
Mr. SO Yiu Cheung (Deputy Chairman)
Mr. HO Hin Hung, Henny
Mr. CHEUNG Chi Man, Dennis
Mr. LIM Siong, Dennis
(Appointed on 17 June 2010)
Mr. WONG Tak Chung
(Appointed on 17 June 2010)
Mr. ENEBISH Burenkhuu
(Appointed on 17 June 2010)
Mr. LEUNG, Chung Tak Barry
(Appointed on 14 March 2011)

Independent non-executive Directors

Mr. CHAN, Sai Kit Kevin

(Appointed on 1 November 2010)
Professor LEUNG Yee Tak

(Resigned on 31 October 2010)
Mr. LIAO Cheung Tin, Stephen
Mr. TAM Tsz Kan

(Appointed on 1 October 2010)
Mr. WONG Lap Shek, Eddie

(Resigned on 30 September 2010)

The following change in Directors took place since the year end:

Mr. HO Hin Hung, Henry (Re-designated from executive Director to
non-executive Director on 28 April 2011)

In accordance with article 86(3) of the Articles, Mr. CHAN, Sai Kit Kevin,
Mr. TAM Tsz Kan and Mr. LEUNG, Chung Tak Barry shall hold office until
the forthcoming annual general meeting and, being eligible, shall offer
themselves for re-election.
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DIR ECTORS (Continued)

In accordance with article 87 of the Articles, Mr. YUEN Wai Keung,
Mr. LIAO Cheung Tin, Stephen and Mr. CHEUNG Chi Man, Dennis
will retire by rotation at the forthcoming annual general meeting and,
being eligible, will offer themselves for re-election. All the other
Directors will continue in office.

The Company has received, from each of the independent
non-executive Director, a confirmation of his independence pursuant
to rule 3.13 of the Rules Governing the Listing of Securities on the
Stock Exchange (“Listing Rules”). The Company considers that all
the independent non-executive Directors are independent.

DIRECTORS’ SERVICE CONTRACTS

Mr. YUEN Chow Ming, Mr. YUEN Wai Keung and Mr. SO Yiu Cheung,
each of them has entered into a service contract with the Company
for a term of three years commencing on 1 March 2009. Either the
Company or the executive Director may, after one year of the
commencement date of their respective contracts, terminate the
appointment of the executive Director by giving to the other party not
less than six months' written notice of termination or by payment in
lieu of such notice.

Mr. CHEUNG Chi Man, Dennis has entered into a service contract
with the Company for a term of three years commencing on
15 October 2008. Either the Company or the executive Director may,
after one year of the commencement date of the contract, terminate
the appointment of the executive Director by giving to the other party
not less than three months' written notice of termination or by payment
in lieu of such notice.

Mr. HO Hin Hung, Henry has entered into a service contract with the
Company for a term of three years commencing on 15 March 2010
and may be terminated by either party by giving the other three
months’ written notice. Mr. LIM Siong, Dennis, Mr. WONG Tak Chung
and Mr. ENEBISH Burenkhuu, each of them has entered into a service
agreement with the Company for a term of three years commencing
on 17 June 2010. Mr. LEUNG, Chung Tak Barry has entered into a
service contract with the Company for a term of three years
commencing on 14 March 2011. Mr. LEUNG is subject to retirement
by rotation and re-election at forthcoming annual general meeting in
accordance with the Articles. Either the Company or the executive
Director may, after one year of the commencement date of their
respective contracts, terminate the appointment of the executive
Director by giving to the other party not less than three months’ written
notice of termination or by payment in lieu of such notice.
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DIRECTORS’ SERVICE CONTRACTS

(Continued)

Mr. CHAN, Sai Kit Kevin, an independent non-executive Director, has
entered into a letter of appointment with the Company for a fixed
term of one year commencing on 1 November 2010 and may be
terminated by either party by giving one month’s written notice.
Mr. LIAO Cheung Tin, Stephen, an independent non-executive
Director, has entered into a letter of appointment with the Company
for a fixed term of two years commencing on 1 August 2010 and may
be terminated by either party by giving one month’s written notice.
Mr. TAM Tsz Kan, an independent non-executive Director, has entered
into a letter of appointment with the Company for a fixed term of one
year commencing on 1 October 2010 and may be terminated by either
party by giving one month’s written notice. Mr. CHAN and Mr. TAM
are subject to retirement by rotation and re-election at forthcoming
annual general meeting in accordance with the Articles.

Save as disclosed above, none of the Directors has a contract of service
with the Company, its holding company or any of its subsidiaries not
determinable by the employing company within one year without
payment of compensation (except for statutory compensation).

The Company's policies concerning emoluments of the Directors are
as follows:

(i) the amount of remuneration is determined on the basis of the
relevant Director's experience, responsibility, workload and the
time devoted to the Group;

(ii) non-cash benefits may be provided to the Directors under their
remuneration package; and

(iii) ~ the Directors may be granted, at the discretion of the Board,
options pursuant to the share option scheme adopted by the
Company, as part of their remuneration package.

DIRECTORS’ AND THE FIVE HIGHEST
PAID INDIVIDUALS’ EMOLUMENTS

Details of the emoluments of the Directors and of the five highest
paid individuals of the Group are set out in note 13 to the financial
statements.
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CONTINUING CONNECTED
TRANSACTIONS

Details of continuing connected transactions which also constitute
related party transactions for the year are set out in note 37 to the
financial statements.

On 16 November 2005, Ming Hing Waterworks Engineering Company
Limited, as Lessee, and Grand Media Limited, as Lessor, entered into
a lease agreement (the “Lease Agreement”) regarding the premises
of Units 1809-1812, 18th Floor, Telford House, No. 16 Wang Hoi
Road, Kowloon, Hong Kong. The Lease Agreement was renewed on
5 March 2008 with identical terms and conditions except for a lease
term from 1 April 2008 to 31 March 2011 at a monthly rental of
HK$82,000. Mr. Yuen Chow Ming, Mr. Yuen Wai Keung and Mr. So
Yiu Cheung, all being executive Directors of the Company, have equity
interest of 34%, 33% and 33% respectively in Grand Media Limited.
Therefore, Grand Media Limited is an associate of the three Directors
of the Company and the renewal of the Lease Agreement amounted
to a continuing connected transaction exempt from reporting,
announcement and independent shareholders’ approval requirements
under the Listing Rules.

In the opinion of the independent non-executive Directors, such
transaction was entered into by the Group:

(a) in the ordinary and usual course of business;

(b) on normal commercial terms or on terms no less favourable
to the Group than terms available to/from (as appropriate)
independent third parties; and

(c) in accordance with the terms of the relevant agreements
governing the transactions on terms that are fair and
reasonable and in the interests of the shareholders of the
Company as a whole.
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DIRECTORS’ INTERESTS IN
CONTRACTS

Save as disclosed in note 37 to the financial statements, no Director
had a significant beneficial interest, either directly or indirectly, in
any contract of significance to the business of the Group to which the
Company or any of its subsidiaries was a party during the year.

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

As at 31 March 2011, the Directors and the chief executive had the
following interests in the shares, underlying shares and debentures
of the Company and its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFQ”) which
were notified to the Company and Stock Exchange pursuant to Division
7 and 8 of Part XV of the SFO (including interests or short positions
which they are taken of deemed to have under such provisions of the
SFO) which were recorded in the register required to be kept by the
Company pursuant to section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) contained in the Listing Rules:
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ARERBEEBE K% 48  INTERESTS AND SHORT POSITIONS

RO ERESZ2EERAXAE IN SHARES, UNDERLYING SHARES

) AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

(Continued)

(a) RAQXTERMEEO0.05%E T (a) Long position in the ordinary shares of
2EBR (R ZRE HK$0.05 each of the Company
(“Shares”)

[RRCEH K& Mr. YUEN Chow Ming EPNF 120,000,000 1.68%
Personal

[RIER %S Mr. YUEN Wai Keung 1 XEHEE B 93,888,000 1.32%
Interest of

controlled corporation

BN 125,704,000 1.76%
Personal

BB LE Mr. SO Yiu Cheung (BN 123,000,000 1.73%
Personal

RENRAE Mr. CHEUNG Chi Man, Dennis BAER 8,000,000 0.11%
Personal

WA EE Mr. LIM Siong, Dennis EAER 206,850,000 2.90%
Personal

BtaE Note:

(1) 11£93,888,000/8% % 1% A Success Token (1) The 93,888,000 Shares are registered in the name of
Holdings Limited ([Success Token]) 2 Success Token Holdings Limited (“Success Token "), of
HEREBRL O EPRERLEBER which Mr. YUEN Wai Keung is entitled to exercise, or
Success Tokenf& A& 178 55 I control the exercise of, forth-fifths of the voting power at
IR D 2 MR ERE o Bt + Success general meetings of Success Token. Hence Success Token
Token&RIE®R LA 2 ZEFEE (F is a controlled corporation (within the meaning of the SFO)
ERBHFLEEED) - BULIREE of Mr. YUEN Wai Keung, who is therefore deemed to be
REEGD - RERAEHERES interested in these Shares under the SFO.

ZE Ry ey -
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

(Continued)

(b) Beneficial interests in the shares of
associated corporations

[RIE® T E Mr. YUEN Wai Keung

izt -

1) ILEBOOR s 7 fr R B 58 SE A5

(c) RERBHEBEROGRESRZ
RR

IR

BRERARRNR_ZZEERFA+HAR
MEIERRRERT 8 (B BN M Bk
MizE31) - ETEFERAIRBRMNMOE
B MR ——F=A=+—AHK
TERAITITEMERESEET ¢

1 Sucess Token 800 80%

Note:

(1) The 800 shares are held by Mr. YUEN Wai Keung.

(c) Long position in the underlying shares
and debentures of the Company

Share Options

Pursuant to the share option scheme adopted by the Company
on 25 February 2006 (details are set out in note 31 to the
financial statements), certain Directors were granted share
options to subscribe for Shares, details of share options
outstanding and exercisable as at 31 March 2011 were as
follows:
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BEENESTHAENAZD DIRECTORS’ AND CHIEF EXECUTIVE’S

ARERBEEBE K% 48  INTERESTS AND SHORT POSITIONS

RO ERESZ2EERAXAE IN SHARES, UNDERLYING SHARES

) AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

(Continued)

(c) RAATEBERGRMELE> (c) Long position in the underlying shares
E& @ and debentures of the Company (continued)

B () Share Options (Continued)

RAEEEE Mr. YUEN Chow Ming —EENENAZTER EXEBA 1,000,000 —ZENENAZ+RAZE 0.385%5 7T
25 August 2009 Beneficial owner —Z-—F\R=1+-H HK$0.385

25 August 2009 to

31 August 2012
RERLE Mr. YUEN Wai Keung —ZENENAZTER EXEBA 1,000,000 —ZENENAZ+RAZE 0.385% 7T
25 August 2009 Beneficial owner —E-ZfN\A=+-H HK$0.385

25 August 2009 to

31 August 2012
ZZ-Z5+A=t+ARA EXEBA 85,000,000 —ZT-—EmA-+hAZE 0.171%7T
25 October 2010 Beneficial owner ZS-TE+AZFMA HK$0.171

25 April 2011

to 24 October 2020
WBEBLE Mr. HO Hin Hung, Henry e = EXEBA 40,000,000 —ZT-——EmA-+hAZE 0.171%7T
25 October 2010 Beneficial owner ZS-TE+AZFMA HK$0.171

25 April 2011

to 24 October 2020
WlxE Mr. LIM Siong, Dennis —Z-Z5+A=t+AR EXEBA 85,000,000 —ZT-——EmA-+hAZE 017157
25 October 2010 Beneficial owner ZS-TE+ACZTMA HK$0.171

25 April 2011

to 24 October 2020
EEALE Mr. WONG Tak Chung —Z-Z5+A=1+AR EXEBA 85,000,000 —Z-—EmA-+RAZE 0.171%7T
25 October 2010 Beneficial owner ZS-TE+ACZFMA HK$0.171

25 April 2011

to 24 October 2020
ENEBISH Mr. ENEBISH —Z-Z5+A=1+AR EXEBA 10,000,000 —ZT-—EmA-+hAZE 0.171%7T
Burenkhuut £ Burenkhuu 25 October 2010 Beneficial owner ZS-TE+ACZFMA HK$0.171

25 April 2011

to 24 October 2020
ERS b Mr. TAM Tsz Kan —Z-Z5+A=t+AR EXEBA 5,000,000 —Z-—EmA-+hAZE 017157
25 October 2010 Beneficial owner ZS-TE+AZTMA HK$0.171

25 April 2011

to 24 October 2020
BEAKAE Mr. LIAO Cheung Tin, —ZENENRZTEAR EXEBA 600,000 “ZENENAZ+RAZE 0.385% 7T
Stephen 25 August 2009 Beneficial owner “E-Zf\A=t+-H HK$0.385

25 August 2009 to

31 August 2012
—Z-ZE+A=1+AA EXEBA 5,000,000 —ZT-—EmA-+hAZE 017157
25 October 2010 Beneficial owner ZZ-TE+ACZTMA HK$0.171

25 April 2011

to 24 October 2020

—Z——FF3% | Annual Report 2011 27



EEEHE

DIRECTORS’ REPORT

EERBEITHRAERARD
a R E AR 2 R4~
ERORESFCEERAR

(#)

(c) REAQFHEBERDEESZ

RE ®
BB ERE

REFARA1,905,5008 7 - HIR(ER0.22
BLZEEARERERD BT TMHAL
£ ERWBEERZBNNRE - ZFAH]
BEBAIR - E——F=A=1+—H}#k
#190,479,545 % 17 °

BEXEEESIN R_T——F=A=+—RH"
BEEARTHRASBERAD R SE A48
A (E& &R LB RGIZEXVER) Z it - 8
R M E T EARIEE S ME RPI$352
RARERN B M AR BIRETRIZANE AR F]
KB 2 P 2 AR SOK R ©

EEWBRODEST 2 EF

B EXTEFERESTRABRARR KA
EEZED - HEBRO RESFZERRAR]E
BRI BHMERMEIIAREES - REREAR
R EATMNESIRES A ZEBHAMI8ER
ZFRE B AIRERIBEA R B Z B S ESF M
ZHEMN - W EMBITEAREN - ARRHE
EAAIMI B A B INERT S AE R 2B - BUEE R
FEBZREBIRKRF 2 F LA ERMEMEA
ERERESERER -

28

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

(Continued)

(c) Long position in the underlying shares
and debentures of the Company (continued)

Convertible Note

Zero coupon convertible note in the principal amount of
HK$41,905,500 at the conversion price of HK$0.22 which
can be converted to 190,479,545 shares as at 31 March 2011
was issued to Mr. LIM Siong, Dennis as part of the
consideration for the Acquisition.

Save as disclosed above, as at 31 March 2011, none of the Directors
or chief executive, had any 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 SFO)
that was required to be recorded pursuant to section 352 of the SFO
or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed under the paragraphs headed “Directors’ and chief
executive’s interests and short positions in Shares, underlying shares
and debentures of the Company and its associated corporations”
above and note 31 to the financial statements, at no time during the
year were rights to acquire benefits by means of the acquisition of
Shares in or debentures of the Company granted to any Director or
their respective spouse or children under 18 years of age, or were
any such rights exercised by them; or was the Company or any of its
subsidiaries a party to any arrangement to enable the Directors or
their respective spouse or minor children to acquire such rights in
any other body corporate.
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FTERRNAEATRSDREHE  SUBSTANTIAL SHAREHOLDERS'

ERDERRAXR INTERESTS AND SHORT POSITIONS
IN THE SHARES AND UNDERLYING
SHARES OF THE COMPANY

BARREERESTHRASA  REFHK The register of substantial shareholders required to be kept under

GBI EXVELEI36IKEBATFTHREZ EBHREE section 336 of Part XV of the SFO shows that as at 31 March 2011,

mftER RZE——F=A=+—HTIAL so far as the Directors and the chief executive of the Company are

SUEE (R AR EEXEBITHABRIN RARQ aware, the following persons or corporations (other than the Directors

Al RABBER GO P A AR REBITRA or chief executive of the Company) had interests or short positions in

5% A ERIERRSOA R the Shares and underlying shares of the Company of 5% or more of
the Company’s issued share capital:

FIEF E=EB A 1 1,919,127,272 26.92%
Wong Ching Ping Alex Beneficial owner
Gomes Maria Da Silva Rubi BEmEAA 2 1,919,127,272 26.92%
Angela Beneficial owner
Diamond Wealth Holdings ZREEERE 2 1 1,852,727,272 25.99%
Limited Interest of controlled
corporation
Tan Kah Hock EnEAA 3 1,343,352,272 18.85%

Beneficial owner

Shu Tjai Yun EmEEA 4 1,343,352,272 18.85%
Beneficial owner

Mashbat Bukhbat EnEAA 5 1,135,227,272 15.93%
Beneficial owner

Balbold Orgilsuren EnEAA 6 1,135,227,272 15.93%
Beneficial owner

Lim Tang Wai Ting BEm#EE A 7 482,329,545 6.77%
Beneficial owner

Yadamsuren Batsukh BEm#EE A 8 378,409,090 5.31%
Beneficial owner

Lim Shi Hui Celestina BEm#EE A 9 378,409,090 5.31%
Beneficial owner
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1. #%51,919,127 272 B4F - () EIEFEA
Emi#EB AEE 266,000,000 K% ;
(ii)Diamond Wealth Holdings Limited
([Diamond Wealth|) #55 2 1,852,727,272%
f&fn : R(iii)Bright Mark Investments Limited
(I'Bright Mark]) # /A 2 400,000 f& 15 °
Diamond WealthiR £ IFF2&#H - At - £
1E 7 4% 48 A% A Diamond Wealth 7 #3 [F — #L 3%
5 AR Z #E %S © Bright Markfl E1EF &
B¥EA o At - T IFEF#4% A% A Bright Mark
FrisR—H#ERR D 2 #E % o

2. RIEBEMPEEOEXVE - TIEF 2B B
Gomes Maria Da Silva Rubi Angela® 1% &% &
FIEFAFR - RBERD 2 s -

3. Tan Kah HockBEH ZEZ & :
(1)699,350,0008% i 15 : R(iNFELTMEMLEE
PTHET A - A] H30644,002 2728 (7 - 1HE
RAAT —TE——E=ZA=+—HBBITHRAK
#EEE4)9.03% ©

4. RIEES M EEHIEXVER © Tan Kah Hock 2

fid B Shu Tjai Yuni 4% A& % 5 Tan Kah Hock AT
BRI G ARG 2 -
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS IN THE SHARES AND
UNDERLYING SHARES (continuea)

Save as disclosed above, at 31 March 2011, the Company has not

been notified of any other person or corporation who had an interest
directly or indirectly or short positions in the Shares and underlying
shares of the Company which would fall to be disclosed to the

Company and the Stock Exchange and were recorded in the register
required to be kept by the Company pursuant to Section 336 of the

SFO.

Notes:

These 1,919,127,272 Shares comprise (i) 66,000,000 Shares held
by Wong Ching Ping Alex as beneficial owner, (ii) 1,852,727,272
Shares held by Diamond Wealth Holdings Limited (“Diamond
Wealth”), and (iii) 400,000 Shares held by Bright Mark Investments
Limited (“Bright Mark”). Diamond Wealth is wholly owned by Wong
Ching Ping Alex. Accordingly, Wong Ching Ping Alex was deemed to
be interested in the same parcel of those Shares and underlying shares
held by Diamond Wealth. Bright Mark is wholly owned by Wong Ching
Ping Alex. Accordingly, Wong Ching Ping Alex was deemed to be
interested in the same parcel of those Shares held by Bright Mark.

Under Part XV of the SFO, Gomes Maria Da Silva Rubi Angela, the
spouse of Wong Ching Ping Alex, was deemed to be interested in the
same parcel of those Shares and underlying shares held by Wong
Ching Ping Alex.

Tan Kah Hock is interested in (i) 699,350,000 Shares and (ii) unlisted
physically settled derivatives that may be converted into 644,002,272
Shares, representing approximately 9.03% of the total issued share
capital of the Company as at 31 March 2011.

Under Part XV of the SFO, Shu Tjai Yun, the spouse of Tan Kah Hock,
was deemed to be interested in the same parcel of those Shares and
underlying shares held by Tan Kah Hock.
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS IN THE SHARES AND
UNDERLYING SHARES (continuea)

Notes: (Continued)

5.

10.

Mashbat Bukhbat is interested in (i) 591,000,000 Shares and (ii)
unlisted physically settled derivatives that may be converted into
544,227,272 Shares, representing approximately 7.64% of the total
issued share capital of the Company as at 31 March 2011.

Under Part XV of the SFO, Balbold Orgilsuren, the spouse of Mashbat
Bukhbat, was deemed to be interested in the same parcel of those
Shares and underlying shares held by Mashbat Bukhat.

Under Part XV of the SFO, Lim Tang Wai Ting, the spouse of Lim
Siong, Dennis, was deemed to be interested in the same parcel of
those Shares and underlying shares held by Lim Siong, Dennis
disclosed in the section headed "Directors and chief executive's
interests and short positions in Shares, underlying shares and
debentures of the Company and its associated corporations" in this
Annual Report.

Yadamsuren Batsukh is interested in (i) 197,000,000 Shares and (ii)
unlisted physically settled derivatives that may be converted into
181,409,090 Shares, representing approximately 2.55% of the total
issued share capital of the Company as at 31 March 2011.

Lim Shi Hui Celestina is interested in (i) 197,000,000 Shares and (ii)
unlisted physically settled derivatives that may be converted into
181,409,090 Shares, representing approximately 2.55% of the total
issued share capital of the Company as at 31 March 2011.

All interests stated above represented long positions.

DIRECTORS’ INTERESTS IN
COMPETING BUSINESS

During the year, none of the Directors has any competing interests in
any business or has any interest in any business that may constitute
direct or indirect competition with the Group.

SHARE OPTIONS

Details of the Company’s share option scheme are set out in note

31 to the financial statements.
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MAJOR SUPPLIERS AND CUSTOMERS

The percentages of total revenue, total sub-contracting costs and
purchases of materials for the year attributable to the Group’s major
customers, sub-contractors and suppliers are as follows:

Revenue

— the largest customer 95.0%
— five largest customers combined 100.0%
Sub-contracting costs

— the largest sub-contractor 19.3%
— five largest sub-contractors combined 48%
Purchases of materials

— the largest supplier 42%
— five largest suppliers combined 75%

None of the Directors 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 major customers, sub-contractors or suppliers noted
above.

CORPORATE GOVERNANCE

The Company’s corporate governance principles and practices are
set out on pages 34 to 40 of this report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, at least 25% of the Company’s
total issued share capital was held by the public at the date of this
report.

CHARITABLE DONATIONS

During the year, the Group made charitable donations amounted to
HK$63,000.
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AUDIT COMMITTEE

In compliance with rule 3.21 of the Listing Rules, the Board
established an audit committee (the “Audit Committee”) on
11 November 2005, with written terms of reference set out in “A
Guide For The Formation Of An Audit Committee” published by the
Hong Kong Institute of Certified Public Accountants adopted as the
terms of reference of the Audit Committee. The primary duties of the
Audit Committee are to review the financial reporting procedures and
internal control and provides guidance in relation thereto. The Audit
Committee comprises three independent non-executive Directors,
namely, Mr. TAM Tsz Kan (as Chairman of the Audit Committee),
Mr. CHAN, Sai Kit Kevin and Mr. LIAO Cheung Tin, Stephen. The
annual results for the year ended 31 March 2011 have been reviewed
by the Audit Committee.

EVENTS AFTER THE END OF THE
REPORTING PERIOD

Details of the significant events after the end of the reporting period
of the Group are set out in note 40 to the financial statements.

AUDITORS

The financial statements in respect of the previous two financial years
were audited by Grant Thornton (“GTHK”), now known as JBPB &
Co. Due to a merger of the businesses of GTHK and BDO Limited
(“BDO”) to practise in the name of BDO as announced on 26
November 2010, GTHK resigned and BDO was appointed as auditors
of the Company effective from 26 November 2010. The financial
statements for the year ended 31 March 2011 were audited by BDO.

A resolution will be proposed at the forthcoming annual general
meeting of the Company to re-appoint BDO as auditor of the Company.

On behalf of the Board
Mongolia Investment Group Limited
YUEN Wai Keung
Deputy Chairman and Chief Executive Officer

Hong Kong, 24 June 2011
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THE CODE ON CORPORATE
GOVERNANCE PRACTICES

The Board considers that good corporate governance is essential for
enhancing accountability and transparency of a company to the
investment public and other shareholders. Therefore, the Directors
are dedicated to maintain high standard corporate governance
practices. The Board reviews its corporate governance practices from
time to time in order to meet the rising expectations of shareholders
and to fulfill its commitment to excellence in corporate governance.

The Company has complied with the applicable code provisions set
out in the Code of Corporate Governance Practices set out in appendix
14 to the Listing Rules for the year ended 31 March 2011.

BOARD OF DIRECTORS

During the year under review, the Board consists of nine executive
Directors and three independent non-executive Directors. All nine
executive Directors are responsible for dealing with the Group’s
business in accordance with all applicable rules and regulations,
including, but not limited to, the Listing Rules. All Directors (including
independent non-executive Directors) have been consulted on all
major and material matters of the Group.

The role of the Board includes overseeing the strategic development,
business planning, risk management, annual and interim results, and
other significant operational and financial matters of the Group. Major
corporate matters that are specifically delegated by the Board to the
management include the preparation of annual and interim financial
statements to be approved by the Board before public reporting,
execution of business strategies and initiatives adopted by the Board,
implementation of adequate systems of internal controls and risk
management procedures, and ensuring of compliance with relevant
statutory requirements and rules and regulations. In discharging its
responsibilities, the Board meets regularly and acts in good faith,
with due diligence and care.
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HE_T—F=—A=1+—HLFE EE8Z The composition of the Board and their respective attendance in the
HERREREEE 2B TEHERNEMEESE  regular full Board meetings and other committee meetings for the
BmZMEBAREERNT year ended 31 March 2011 are as follows:

YTEZ Executive Directors

RIBLE (Z) Mr. YUEN Chow Ming (Chairman) 9/21 - - -

RE®RTE Mr. YUEN Wai Keung 20/21 - 5/5 4/4
(BIXERITHEER) (Deputy Chairman and

Chief Executive Officer)
BRELL (FERE) Mr. SO Yiu Cheung 12121 - - -
(Deputy Chairman)

EBEE Mr. HO Hin Hung, Henry 20/21 - - -

REXEE Mr. CHEUNG Chi Man, Dennis 21/21 - - -

Wﬂ%ﬁ( —T-%E Mr. LIM Siong, Dennis 12/21 - - -
~NATEH ﬁ?fi) (Appointed on 17 June 2010)

HEALE (R-E2-ZF Mr. WONG Tak Chung 9/21 - - -
~NETEBEZRD) (Appointed on 17 June 2010)

ENEBISH Burenkhuu’t 4 Mr. ENEBISH Burenkhuu 2/21 - - -
z(g%:{@;—;fﬁﬁﬂ ++tA (Appointed on 17 June 2010)
ZHEEE(MWZZE——F  Mr. LEUNG, Chung Tak Barry 2121 - - -
ZAtMBEEERT) (Appointed on 14 March 2011)

BUFHTES Independent non-executive Directors

ZOEHE (W=F—-FF  Professor LEUNG Yee Tak 921 12 4/5 3/4
TA=T—HED) (Resigned on 31 October 2010)

BRAKE Mr. LIAO Cheung Tin, Stephen 13/21 112 - -

TuhiER_Z-2F Mr. WONG Lap Shek, Eddie 7/21 112 2/5 1/4
NA=THE) (Resigned on 30 September 2010)

G REE(RZS-%F Mr. CHAN, Sai Kit Kevin 6/21 112 1/5 1/4
+—B—HEZT) (Appointed on 1 November 2010)

ETYPLENT-ZF Mr. TAM Tsz Kan 6/21 112 2/5 2/4
+A— H%éﬁ-) (Appointed on 1 October 2010)

BYIERITEEZHE/FA LMRBRAZEE M The number of independent non-executive Directors has met the
FURRERETHRESAEAHENEE requirements under the Listing Rules and Mr. WONG Lap Shek, Eddie
FEWR ARRICEESELIENTESREL and Mr. TAM Tsz Kan respectively have appropriate accounting
THRBIEI MG H  FERB I MERE - £ professional qualifications. The Company has received from each
AEERZE—ZFNA :-I—Elﬁ?ﬁ{&rﬁ?%?ﬁ independent non-executive Director an annual confirmation of his
HEEZEABUENTES AR —F independence pursuant to rule 3.13 of the Listing Rules. Mr. WONG
F+A—HRBRAH—F - Hﬁ%%lf/{%?ﬁl&ﬁ(\\_; Lap Shek, Eddie resigned on 30 September 2010 and Mr. TAM Tsz
—ZEF T A=+ —HEEERUEREECESRE Kan has been appointed as an independent non-executive Director
BEMIENTES AR —ZTF+—A— for a period of one year commencing from 1 October 2010, while
AEAH—F - IEBYIIERTESZ2RTAR Professor LEUNG Yee Tak resigned on 31 Octcber 2010 and Mr.
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CHAN, Sai Kit Kevin has been appointed as an independent non-
executive Director for a period of one year commencing from 1
November 2010. All the appointments of independent non-executive
Directors may be terminated by either party by giving one month’s
written notice and subject to retirement by rotation at the annual
general meeting of the Company in accordance with the Articles. The
Directors are of the view that all independent non-executive Directors
meet the independence guidelines set out in rule 3.13 of the Listing
Rules.

During the year ended 31 March 2011, 21 full Board meetings were
held. Minutes of the Board meetings are being kept by the company
secretary of the Company and are available for inspection by the
Directors and auditors of the Company.

THE ROLES OF THE CHAIRMAN AND
CHIEF EXECUTIVE OFFICER

The positions of the Chairman and the Chief Executive Officer are
held by two different persons and each of them plays a distinctive
role to ensure their respective independence and accountability. The
Chairman, Mr. YUEN Chow Ming, is responsible for the leadership
and formulation of corporate strategies of the Group. The Chief
Executive Officer, Mr. YUEN Wai Keung, is responsible for the overall
business management and corporate development of the Group. The
Board members have no financial, business, family or other
relationships with each other save for that Mr. YUEN Chow Ming is
the father of Mr. YUEN Wai Keung. Further details on the Directors
are set out on pages 13 to 16 under the section headed “Biographical
Details of the Directors and Senior Management” of this annual report.

MODEL CODE FOR DIRECTORS’
SECURITIES TRANSACTIONS

The Company has adopted the Model Code set out in appendix 10 to
the Listing Rules as its own code of conduct regarding Directors’
securities transactions. The obligations to comply with the Listing
Rules are set out in the terms of the service contract of each executive
Director and the letter of appointment of each independent non-
executive Director. The Company has made specific enquiries with
the Directors, and all Directors have confirmed that they have complied
with the requirements set out under the Model Code for the year
ended 31 March 2011.

ELREEEAER2T | Mongolia Investment Group Limited



TEEAR

HE

CORPORATE GOVERNANCE REPORT

BREES

BERZEEH=RBIFNTERAN  DHR
ﬁ%%%i~ﬁﬁ%%$&%§%%$°ﬁ%%

REAREREHERMAB G ER IS
EVEZBEER -

REEZZEGCHERE EXTEACNKINE

REARRBZMBEN  BERAREZHEE
WM AEBER RS - W B R RIAZ AN MR R 4F
MR EFTECEEBRRZBEHAKRENEE
R —FZ A=t RUEFERZARREES

B - BER S Eﬁzﬁ_“—"ihﬂ =tH
EREAZHREERBE_T-—TF=A=1

—HIEFEZ FEEEET E%%% TEEE
BE-REHAKEMFRA 2S5 RAILBEH -
MREmAREZES  WHEREELARE
EHIE -

FEEBE—_T——F=A=+—HILFEZZ
FRENEREESHERN ERBERERES
2=

REEES

REZBEH—BATEFRERELE (EF) -
AR MBABIIFNTES DRI ARIENEE R
ETERAEEK -

k%§AEZI%W LB R MEESREE
& UNRERAARAEBATEAEHE - F
N REZEGZIFEERRIEZTSNRE

AERARK (B - ME &SR mE) - sE
MEFLMEPAEFTRIRLER  UREBEER
HEFENRE

AUDIT COMMITTEE

The Audit Committee comprises three independent non-executive
Directors, namely, Mr. TAM Tsz Kan, Mr. CHAN, Sai Kit Kevin and
Mr. LIAO Cheung Tin, Stephen. Mr. TAM Tsz Kan, who possesses
professional accounting qualifications and relevant accounting
experience, is the Chairman of the Audit Committee.

Under its terms of reference, the main role and functions of the Audit
Committee are to review the Group’s financial information, to supervise
the Group’s financial reporting and internal control systems, and to
maintain relationship with the auditors of the Company. The Board
has, through the Audit Committee, conducted regular reviews on the
effectiveness of the internal control system of the Group during the
year ended 31 March 2011 as well as connected transactions, the
interim results for the six months ended 30 September 2010 and last
year’s annual results for the year ended 31 March 2010, and has
reviewed with management the accounting principles and practices
adopted by the Group and discussed the auditing, financial reporting
matters and risk management systems of the Group.

The Group’s final results for the year ended 31 March 2011 have
been reviewed by the members of the Audit Committee before
submission to the Board for approval.

NOMINATION COMMITTEE

The Nomination Committee consists of one executive Director,
Mr. YUEN Wai Keung (Chairman),
non-executive Directors, namely, Mr. CHAN, Sai Kit Kevin and
Mr. TAM Tsz Kan.

and two independent

The main function of the Nomination Committee is to assist and make
recommendations to the Board to ensure that all the nominations are
fair and transparent. During the year, the work of the Nomination
Committee includes reviewing the structure, size and composition
(including skills, knowledge and experience) of the Board, making
recommendations to the Board regarding any proposed change and
determining the policy for the nomination of Directors.
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REMUNERATION COMMITTEE

The Remuneration Committee comprises one executive Director,
Mr. YUEN Wai Keung (Chairman), and two independent
non-executive Directors, namely, Mr. CHAN, Sai Kit Kevin and
Mr. TAM Tsz Kan.

The key responsibilities of the Remuneration Committee are to review
and make recommendations to the Board on the policy and structure
for remuneration of the Directors and the senior management and
determine the remuneration package of the Directors and the senior
management.

During the year, the Remuneration Committee has considered and
reviewed the existing terms of remuneration of all the Directors and
the senior management. The Remuneration Committee considered
that the existing terms of remuneration of the Directors and the senior
management were fair and reasonable. In forming its view, the
Remuneration Committee has considered and reviewed the Group’s
remuneration policy in relation to that of comparable companies, time
commitment and responsibilities of the Directors and the senior
management and desirability of performance-based remuneration.

The Company adopted the share option scheme on 25 February 2006.
Its purpose is to recognise and acknowledge the contributions that
the eligible participants (including the Directors) have made or may
make to the business development of the Group. Please refer to note
31 to the financial statements for the principal terms of the share
option scheme.

INTERNAL CONTROL

The Board and the management of the Group maintain a sound and
effective system of internal control of the Group so as to ensure the
effectiveness and efficiency of operations of the Group in achieving
the established corporate objectives, safeguarding assets of the Group,
rendering reliable financial reporting and complying with the
applicable laws and regulations.

ELREEEAER2T | Mongolia Investment Group Limited
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The Board is also responsible for making appropriate assertions on
the adequacy of internal controls over financial reporting and the
effectiveness of disclosure controls and procedures. The Board has
conducted a review of the effectiveness of the Group’s internal control
system, covering its financial operational, compliance control and
risk management functions.

During the year, the Company has engaged an external professional
adviser to review the effectiveness of its system of internal control.
Relevant applicable recommendations made by such adviser would
be implemented by the Group in stages to further enhance its internal
control policies, procedures and practices.

CORPORATE COMMUNICATION

The Company endeavors to maintain a long-term relationship with its
shareholders and investors with an adherence to the principles of
integrity, regularity and high transparency and disclose the required
information in compliance with the Listing Rules. To ensure effective
and clear communications with the investors, analysts and fund
manager, meetings are arranged and conducted by the executive
Directors and designated senior executives according to established
practices of the Company.

DIRECTORS’ AND AUDITORS’
RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge that it is their responsibilities for overseeing
the preparation of the financial statements for each financial period
which give a true and fair view of the state of affairs of the Group, and
of results and cash flows for the period. In preparing the accounts for
the year ended 31 March 2011, the Directors have selected suitable
accounting policies and applied them consistently; adopted
appropriate Hong Kong Financial Reporting Standards and Hong Kong
Accounting Standards; made prudent and reasonable judgements
and estimates and have prepared the accounts on the going concern
basis. The Directors also warrant that the Group’s financial statements
will be published in a timely manner.

The statement of the auditors of the Company about their reporting
responsibilities on the financial statements of the Group is set out in
the section headed “Independent Auditors’ Report” on pages 41 to

42 of this report.
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AUDITORS’ REMUNERATION

The auditors of the Company, BDO Limited, have been employed to
provide audit services to the Group for the year ended 31 March
2011. The remuneration paid or payable to BDO Limited in respect
of audit services and non-audit services for the year ended 31 March
2011 amounted to approximately HK$1,660,000 and HK$74,000
respectively. The non-audit services mainly related to taxation services.
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Tel : +852 2541 5041
Fax: +852 2815 2239
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111 Connaught Road Central
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www.bdo.com.hk

To the shareholders of Mongolia Investment Group Limited
(formerly known as Ming Hing Waterworks Holdings Limited)
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Mongolia
Investment Group Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 43 to 171, which comprise
the consolidated and company statements of financial position as at
31 March 2011, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

The Directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the Directors determine is necessary
to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made solely to
you, as a body, in accordance with the terms of our engagement and
for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.
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We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.

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

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

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 March 2011 and of the Group’s loss and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

BDO Limited

Certified Public Accountants
Chiu Wing Cheung Ringo
Practising Certificate no. P04434

Hong Kong, 24 June 2011
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CONSOLIDATED INCOME STATEMENT

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

& Revenue 5 874,961 675,959
L&D N Cost of revenue (828,423) (644,566)
ER Gross profit 46,538 31,393
EAh U A R 2k Other income and gains 5 38,511 99
TEAX Administrative expenses (78,371) (45,234)
BB EEE Impairment loss of goodwill 17 (35,506) =
Bz PR R A g 18 Impairment loss of mining licences 19 (353,399) =
RERE Operating loss 7 (382,227) (13,742)
B & A 7R Finance costs 8 (76,158) (1,492)
HIBRFT SR AIEE Loss before income tax (458,385) (15,234)
EFHER, (BHX) Income tax credit/(expense) 9 87,799 (2,047)
REEER Loss for the year (370,586) (17,281)
DER Attributable to:
ARAREZIFAE A Owners of the Company 10 (369,890) (17,241)
FEFE M A Non-controlling interests (696) (40)
(370,586) (17,281)
AL AL
BREE Loss per share 12 HK cents HK cents
— &K — Basic (6.676) (2.133)
— 8 — Diluted TEA N/A TERA N/A

—Z——F 5% | Annual Report 2011
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

REEER Loss for the year (370,586) (17,281)
Hih2mH K= Other comprehensive income
MEGINEBFTEE 2 Exchange difference arising from

e H =58 translation of overseas operations 243,724 58
NGF S E A 2 E Other comprehensive income for the year 243,724 58
AEEEHMKFHAE Total comprehensive income for the year (126,862) (17,223)
DERA : Attributable to:
ARARERFAA Owners of the Company (126,204) (17,183)
FEFE M A Non-controlling interests (658) (40)

(126,862) (17,223)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R-_ZF——4F=FH=+—H As at 31 March 2011

—E——F —E-ZF
2011 2010
B 5 FHET FHT
Notes HK$’000 HK$’000
EEHAE ASSETS AND LIABILITIES
RBEE Non-current assets
Y% - BB MERE Property, plant and equipment 14 112,425 54,094
AT LA E IR Prepaid land lease payments 15 630 138
EES Goodwill 17 - =
FRIE R R Mining licences 18 2,377,648 =
BHERE I HEE Exploration and evaluation assets 19 28,139 =
JE (R B K8 Retention receivables 23 - 6,680
ENREREZS Prepayments and deposits 20 4,038 =
PTHEMEEE Derivative financial asset
—AIRBRERZ — Derivative Component of
PTAET AEZR) the Convertible Note 27(d) 80,342 =
2,603,222 60,912
REEE Current assets
FE Inventories 21 58,976 24 495
ERERFE&HTIERIE Amounts due from customers of
contract works 22 238,124 232,271
B 5 R E A E W FRIE Trade and other receivables,

B FRIE RiZE prepayments and deposits 23 100,466 124,159
Al Y B 7 IR Tax recoverable - 1,746
BEHEIEITER Pledged bank deposits 24 32,501 35,320
RITHEFRES Cash at banks and in hand 25 290,666 89,313

720,733 507,304
RBEE Current liabilities
ERNRFAEHIIERIE Amounts due to customers of
contract works 22 - 3,560
B 5 REAMENFRIE Trade and other payables 26 75,529 86,975
FE R IE Tax payable 117 =
EBE Borrowings 27 138,004 107,357
213,650 197,892
REBEEFRE Net current assets 507,083 309,412
BWEERRBERS Total assets less current liabilities 3,110,305 370,324
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

RZ-ZEFE——F=H=4+—H As at 31 March 2011

EREBAER Non-current liabilities
ey Borrowings 27 811,605 372
B 4 B Government subsidies 28 7,740 =
BEEFIBEE Deferred tax liabilities 29 599,976 5,684
1,419,321 6,056
BEEFHE Net assets 1,690,984 364,268
= EQUITY
&% AR Share capital 30 356,399 41,294
] Reserves 32 1,334,981 322,712
AAEERRFB A Equity attributable to
FE(E R owners of the Company 1,691,380 364,006
FE 12 Il 14 4 2 Non-controlling interests (396) 262
iR Total equity 1,690,984 364,268
- EE
Director Director
RER R {hE
YUEN Wai Keung LEUNG, Chung Tak Barry
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STATEMENT OF FINANCIAL POSITION

R-_ZF——4F=FH=+—H As at 31 March 2011

—E——F —E-TF
2011 2010
{h=a FHET THET
Notes HK$’000 HK$’000
EEHEE ASSETS AND LIABILITIES
IRBEE Non-current assets
KRB AR Z&E Investments in subsidiaries 16 1,946,680 139,228
PTG EE Derivative financial
—BmRERZ asset — Derivative Component
PTET EEM) of the Convertible Note 27(d) 80,342 =
2,027,022 139,228
REBEE Current assets
T8 1 58 Fe H Ath 8 U R IE Prepayments and other receivables 796 573
CIE BT Tax recoverable - 841
JE U BT B 2 R 5RIB Amounts due from subsidiaries 16 424,410 196,364
WITHEGERRE Cash at banks and in hand 25 126 1,443
425,332 199,221
REEE Current liabilities
HEihEIRIERETER Other payables and accruals 288 3,061
FE BT B 2 R 5RIB Amounts due to subsidiaries 16 6,757 6,758
7,045 9,819
REBEEFRE Net current assets 418,287 189,402
HEERRBAE Total assets less current liabilities 2,445,309 328,630
FRBEE Non-current liabilities
31 Borrowings 27 811,592 -
EEZFE Net assets 1,633,717 328,630
= EQUITY
& 7 Share capital 30 356,399 41,294
b1 Reserves 32 1,277,318 287,336
R R Total equity 1,633,717 328,630
55 X
Director Director
RiER RhE

YUEN Wai Keung

LEUNG, Chung Tak Barry
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

HNZEENERA-H At 1 April 2009 40049 7,178 13806 7809 6,69 517 - 106893 382,880 30 383,182
KEEER Loss for the year - - - - - - - (17.241) (17.241) (40) (17.281)
Ep2ENE Other comprehensive income:

BERERfEE Exchange difference arising from transiafion

LEREE of overseas operations - - - - = G = = 5 = 5

KEERmhEeE Total comprehensive income for the year - - - - - 58 - Ay 178) W) 1723
BERGHRE (Wil Intrim dividend declared (note 11) - - - - - - Y [ ] - R
KERRE ZERE M) Share optons granted in current yeer (note 31) 5 5 5 2089 - - - - 2089 - 2089
RkEREMET AR Shares issued upon exercise of share options 1245 6,564 - (2,014) = = = = 5,79 = 5,79
BEEREAIRS Transactions with owners 1,245 6,064 - 27 - - - (9,775) (1,691) - (1,691)
Rz BRE (31 Share aptions forfeted (note 31) - - - %) - - - 499 - - -
W-2-F5-f=1-RBk At 31 March 2010

“5-5EMA-B and 1 April 2010 41,94 213,742 13805 31 6,609 575 - 84,829 364,006 262 364,068
KERER Loss for the year - - - - - - - (0980 (3698%) (6%)  (370,586)
Ai2ENE Other comprehensive income:

BERERAEEL Exchange diference arising rom translation

EXZE of overseas operations - - - - - M36% - - M36% B WA

RER2ANGAE Total comprehensive income for the year = = = = - - (3698%0)  (1%6204) (658) (126,862
BARERR (H300) Issue of Placing Shares (note 30(b)) 190,000 266,000 - - - - - - 456,000 - 456,000
RiyER (4£3000) Share issue expenses (note 30(0)) - (4560) - - - - - - (4,560) - (4560)
BARERR (HE300) Issue of Consideration Shares (note 30(c) 98500 334900 5 5 = = - - 13340 - 1340
KERRL ERE (3 Share options granted in current year (note 31) - - - 14711 - - - - 14711 = 1
RifeERERE T A Shares issued upon exercise of share options 105 1,006 - (302 - - - - 809 - 809
BRREE (o) Issue of Convertibe Note (note 27(d)) - - - - - T T T
FETRREE Conversion of Convertible Note

(W2716)(in&30) {notes 27(d)i) & 30(d)) B0 95 - - - - (604 - 5B - 5%
BEEREALRS Transactions with owners 5105 689,940 S TV - - - 1483578 - 1483578
Rz BRE (31 Share aptions forfeted (note 31) - - - (79) - - - 7 - - -
W-8--§=f=1-R At 31 March 2011 356,399 903,682 13,305 17,462 6629 244261 434124 (284982) 1,691,380 (396) 1,690,984

* ZEREBZ BBAREMBARRRAZ [ -
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The total of these balances represents reserves in the consolidated
statement of financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

—B——fF —E-TF
2011 2010
FExT FHET
HK$’000 HK$’000
RETEZ2HERE Cash flows from operating activities
0B FT1S 7 Al E5 18 Loss before income tax (458,385) (15,234)
RS Adjustments for:
T8 A5 £ 30 7R E 2 T 6 Amortisation of prepaid land lease payments 279 6
M- BMERSEZITE Depreciation of property, plant and equipment 11,217 8,958
B WA Interest income (2,067) (96)
B & B AN Finance costs 76,158 1,492
AMREETETA Fair value change on the Derivative Component

Bz AREEY of the Convertible Note (22,821) —
M - BEREEZRE Impairment loss of property,

B8 plant and equipment 1,776 =
2R EEE Impairment loss of goodwill 35,506 =
Rz R (E BT 18 Impairment loss of mining licences 353,399 =
WETBNFRIB R ERE Provision for impairment of

prepayments for investments - 3,657
H b B W SR IB R E Impairment of other receivable - 806
E X =% Exchange differences (13,358) 8
HEWE BEK Loss on disposal of property,

Bl o plant and equipment 2,561 957
LARE RS s E W AR D Equity-settled share-based compensation

X2 HE 14,711 2,289

RETZEESEFAI 2 Operating (loss)/profit before working

e (R R capital changes (1,024) 2,843
FEE N Increase in inventories (34,481) (24,495)
EY ENEREE4 Change in net amounts due from/to

TREFRIEEE) TR customers of contract works (9,413) 174,357
B 5 & H Atb EUGRIA - Decrease/(Increase) in trade and other receivables,

FENRBERES prepayments and deposits

(‘B & FE W IR BB 3R TH) (including retention receivables)

A (E ) 34,712 (61,605)
B 5 K H h fE A 58 (Decrease)/Increase in trade and other payables

R4 /& (18,822) 23,102
KEXKH (BA) EX Cash (used in)/generated from operations
ZHRE (29,028) 114,202

RITEREFEL 2B MFIE  Interest paid on bank loans and overdraft (2,692) (1,397)
BEMRE 2 F B F 0D Interest element of finance leases (28) (95)
2 FE Interest received 2,067 96
BiR/(BA) FEH Income tax refunded/(paid)

BEEFMEH Hong Kong profits tax 1,311 (1,249)

R R A b B 1B Mainland China tax - (17)
HETEFT (BFH) S EE Net cash (used in)/ generated from

BB FE operating activities (28,370) 111,540
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CONSOLIDATED STATEMENT OF CASH FLOWS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

= —TFF
2011 2010
FHET FHT
HK$’000 HK$'000
RETBZHERE Cash flows from investing activities
BEHEFRITER Decrease/(Increase) in pledged bank deposits

W, (g ) 2,819 (3,023)
EEWE  BEXR Payments to acquire property,

AT SRIR plant and equipment (41,301) (27,116)
ANE BRI Addition to mining licences (50) =
REHRERTHEE Addition to exploration and evaluation assets (12,409) =
SR E KA Payments for land lease (189) -
HEME - HWEK Proceeds from disposal of property,

RBET1S IR plant and equipment 521 130
X¥BEHReRLFE Net cash outflow on business combination

(P EE33) (note 33) (197,215) -
RETEEHZEEFEE  Net cash used in investing activities (247,824) (30,009)
RMETBZ2HESRE Cash flows from financing activities
BT D FT13 508 Proceeds from issuance of shares,

E?ﬂﬁ%ﬂ%ﬁﬁfﬁﬁﬁi net of share issue expense 452,249 5,795
FERITEE New bank borrowings raised 122,277 97,361
EEBETEE Repayment of bank borrowings (95,203) (149,142)
BMERE 2 &R MDD Capital element of finance leases (606) (1,996)
BRI E Dividend paid - (9,775)
BETEEEL " (BFH) Net cash generated from/(used in)

ZHREFRE financing activities 478,717 (57,757)
BHERBESESEYIEMFLE  Net increase in cash and cash equivalents 202,523 23,774
BHEFENzRER Cash and cash equivalents

ReZEEY at beginning of financial year 87,552 63,757
ReRIBEEEWERZE  Exchange differences on cash

and cash equivalents 591 21
BBFERZEER Cash and cash equivalents

BHEZEEY at end of financial year 290,666 87,552
BHEeRREEBYW2ZIM Analysis of cash and cash equivalents
RITEFRER Cash at banks and in hand 290,666 89,313
W RITEX Less: Bank overdraft - (1,761)
MHREFERZRER Cash and cash equivalents

HELEY at end of financial year 290,666 87,5652
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NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

GENERAL INFORMATION

Mongolia Investment Group Limited (formerly known as Ming
Hing Waterworks Holdings Limited) (the “Company”) was
incorporated in the Cayman Islands on 25 May 2004 as an
exempted company with limited liability and its shares are listed
on the Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The address of its principal
place of business is Units 1809-1812, Telford House, 16 Wang
Hoi Road, Kowloon Bay, Hong Kong.

Pursuant to a resolution duly passed in annual general meeting
of the Company held on 26 August 2010, together with the
approval of the Registrar of Companies in the Cayman Islands
on 31 August 2010 and the approval of Registrar of Companies
in Hong Kong on 22 September 2010, the name of the
Company has been changed from “Ming Hing Waterworks
Holdings Limited BASE/KFEIZERR B R A " to “Mongolia
Investment Group Limited XH R EEBE FR
7~ |]” with effect from 31 August 2010.

The Company and its subsidiaries (collectively, the “Group”)
are principally engaged in the provision of maintenance and
construction works on civil engineering contracts in respect
of waterworks engineering, road works and drainage and slope
upgrading for the public sector in Hong Kong, the provision of
water supply services in Mainland China as well as mining
and exploration of mineral resources in Mongolia.

On 5 December 2009, the Group entered into an agreement
regarding the acquisition (the “Acquisition”) of the entire issued
share capital of Mongolia Investment Group Limited (formerly
known as Well Delight Holdings Limited) (“Mongolia Investment
BVI”) for a consideration of approximately HK$1,937.5 million.
The consideration was satisfied as to (i) HK$200 million by cash;
(i) HK$350 million by issuing a promissory note in principal
amount of HK$350 million (the “Promissory Note”); (iii)
HK$433.4 million by issuing 1,970 million new shares of the
Company at an issue price of HK$0.22 per share (the
“Consideration Shares”) and (iv) HK$954.1 million by issuing a
convertible note in principal amount of HK$954.1 million (the
“Convertible Note”). Mongolia Investment BVI has equity interests
in certain Mongolian companies which are principally engaged
in mining and exploration activities in Mongolia. Tugrugnuuriin
Energy LLC (“TNE"), an indirect wholly-owned subsidiary of
Mongolia Investment BVI, is principally engaged in mining
business (the “TNE Mine”). TNE currently holds four mining
licences for a coal mine located in Tugrug Valley within the
administrative unit of Bayan Soum of Tur Aimag in Mongolia (note
18). Central Asia Mineral Exploration LLC (“Camex LLC") and
Kores Mongolia LLC (“Kores”), indirect wholly-owned subsidiaries
of Mongolia Investment BVI, are principally engaged in exploration
of mineral resources in Mongolia. Camex LLC and Kores currently
hold seven exploration licences for gold, copper and coal deposits
in certain area of Mongolia (note 19). The Acquisition was
completed on 17 June 2010 (the “Acquisition Date”) and further
details about the Acquisition are disclosed in note 33.
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NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

GENERAL INFORMATION (continuea)

The financial statements for the year ended 31 March 2011
were approved for issue by the board of directors on 24 June
2011.

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

2.1 Impact of new and revised HKFRSs
which are effective during the year

In the current year, the Group has applied for the first
time the following revision and amendment to standards
and interpretations issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”), which are
relevant to and effective for the Group’s financial
statements for the annual period beginning on 1 April

2010:

HKFRSs (Amendments) Improvements to HKFRSs
2009

Amendments to HKFRS 2 Share-based Payment
- Group Cash-settled
Share-based Payment
Transactions

HKAS 27 (Revised) Consolidated and
Separate Financial
Statements

HKFRS 3 (Revised) Business Combinations

HK(IFRIC) — Interpretation 17 Distributions of Non-cash
Assets to Owners

HK Interpretation 5 Presentation of Financial
Statements - Classification
by Borrower of a Term Loan
that Contains a Repayment
on Demand Clause
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NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

2. BREEFEI RELIER] 2
EEAMKEREEDN (&H
BYEREEL] @

2. ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL
REPORTING STANDARDS
(“HKFRSS”)(Com‘/nued)

2.1 RAERFEERZHITR 2.1 Impact of new and revised HKFRSs

RIEFT2EBUMBEHRE
EA2EE »
BT - LSBT
ER R R R RBE A
B A R RS B
R EEE 2 RERENEAY
@0

B O 3 B 35K
[EBAH] (CBBNES
1£37)

REBEERTER - WHBHIB AR
REFTIEEAANR - FTIBZBE
KFfEdE 2 BE—RAEUE B
AREFTE - WEBRATRZZH
HIFIRINEE  FRBTHESTAR
FRRE S AEM REZ AR ERR
AE - AARERRKBRERZA
REFTE - DBEREERABZX
AREFEZEMEREEHNE
SER - BRIFBRAZEEIRNKER
MG 128 A AEBE R YE B
HEFEZFERIBAZBEINER
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SIFEHIERER o LLIRKIERTEER
HR_TTNEFLA—HRIARHA
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EEATE  E—TFBIRME
32 ©

which are effective during the year
(Continued)

Except for as explained below, the adoption of these
revised/amended standards and interpretations has no
significant impact on how the results and financial
positions for the current and prior periods have been
prepared and presented.

HKFRS 3 Business combinations (2008
Revised)

Under the revised standard, acquisition of subsidiaries
is accounted for using the acquisition method of
accounting. The assets acquired and liabilities assumed
generally measured at their acquisition-date fair values.
The cost of acquisition is measured at the aggregate of
the fair value of the assets given, equity instruments
issued and liabilities incurred or assumed at the date
of exchange. Contingent consideration will be measured
at fair value at the acquisition date. Any subsequent
changes in the measurement of contingent
consideration classified as an asset or liability will be
recognised in profit or loss, unless they arise from
obtaining additional information about facts and
circumstances that existed at the acquisition date within
12 months from the date of acquisition (in which case
they will be recognised as an adjustment to the cost of
the business combination). Transaction costs that the
Group incurs in connection with a business
combination will be expensed as incurred. If the Group
holds interests in acquiree immediately prior to
obtaining control, these interests will be treated as if
disposed of and re-acquired at fair value on the date
of obtaining control. In addition to measuring the non-
controlling interests in the acquiree at the non-
controlling interest’s proportionate share of the
acquiree’s net identifiable assets, the Group may elect,
on a transaction by transaction basis, to measure non-
controlling interest at fair value. The revised policies
which are further described in note 3.2 have a
significant effect on business combinations occurring
in reporting periods beginning on or after 1 July 2009.
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2. ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL
REPORTING STANDARDS
(“HKFRSS”)(Cont/nued)

2.1 Impact of new and revised HKFRSs
which are effective during the year
(Continued)

HKFRS 3 Business combinations (2008
Revised) (Continued)

In respect of the acquisition of Mongolia Investment

BVI during the year (note 33), the accounting treatment
under the revised HKFRS 3 is different from that under
the previous accounting policy. Such differences mainly
include:

(a)

(b)

Acquisition cost

Under the revised HKFRS 3, transaction costs
directly attributable to the Acquisition of
approximately HK$16 million were expensed
and included in administrative expenses as to
HK$8 million in the current year and HK$8
million in last financial year. However, under the
previous accounting policy, transaction costs
were included as part of the cost of acquisition.

Contingent consideration

According to revised HKFRS 3, the Contingent
Consideration (defined in note 33) at the
Acquisition Date was measured at fair value as
further detailed in note 33. The Contingent
Consideration would not have been recorded
under previous accounting policy unless
payment was probable and the amount could
be measured reliably.

EHREEEAER2AT | Mongolia Investment Group Limited



Bri5 e R M aE

NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

2. BHRFEI RLIERT 2 2. ADOPTION OF NEW AND REVISED
ERVMBEREEN (S HONG KONG FINANCIAL
B EHREER] @ REPORTING STANDARDS
(“HKFRSS”)(Cont/nued)

ERETEANE27R[FE
EBYMB#HRER] (C2F
NEFEEET)

S RIERT ARSI AR LM B A R
RN ASENKE AR ERE
B et RERE - 2EWNEER
AHEERIE RS - BEES
BRI A A AR
BEA - MAEEREIFEEME A
BlZRRSMER - AR PR IA LB
BRRABFEEATDETZZZA
R B TERZRSEREHE
A= B S R B A B2 88
D EADARBIZFIE - 25
TS A E AR S BRIA B A F 0
ET2RHAE BB Tama
HHERBL - MAREKRELHE
RAZEE - RBEAREEZ
MEBARZ 2B EEAR - MAK
BIRER 2 (EAA] R ke o B LA T A0 4%
BB TR A A ERER o 5%
MZERTERI T S H AR E 2 B
BRRELERTE -

2.1 REFEERZHAIR 2.1 Impact of new and revised HKFRSs
REFT2ERMBERSE which are effective during the year
EA2EE ») (Continued)

HKAS 27 Consolidated and separate
financial statements (2008 Revised)

The revised standard introduces changes to the
accounting requirement for the loss of control of a
subsidiary and for changes in the Group’s interests in
subsidiaries. Total comprehensive income must be
attributed to the non-controlling interests even if this
results in the non-controlling interests have a deficit
balance. In addition, the Group acquires an additional
interest in a non-wholly-owned subsidiary, the
transaction will be accounted for as a transaction with
equity shareholder in their capacity as owners and
therefore no goodwill will be recognised as a result of
such transaction. If the Group disposes of part of its
interest in a subsidiary but still retains control, this
transaction will also be accounted for as a transaction
with equity shareholder in their capacity as owners and
therefore no profit or loss will be recognised as a result
of such transaction. If the Group loses control of a
subsidiary, the transaction will be accounted for as a
disposal of the entire interest in that subsidiary, with
any remaining interest retained by the Group being
recognised at fair value as if re-acquired. The adoption
of this revised standard does not have material effect
on the Group’s financial statements.
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2. ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL
REPORTING STANDARDS
(“HKFRSS”)(Cont/nued)

2.1 RERFEENZFHITR 2.1 Impact of new and revised HKFRSs
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which are effective during the year
(Continued)

Amendments to HKAS 17 — Leases

As part of Improvements to HKFRSs issued in 2009,
HKAS 17 has been amended in relation to the
classification of leasehold land. Prior to this
amendment, HKAS 17 generally required a lease of
land to be classified as an operating lease and to
present leasehold land as operating lease prepayments
in the statement of financial position. The amendment
to HKAS 17 has removed such a requirement and
requires that the classification of leasehold land should
be based on the general principles set out in HKAS
17, that is, whether or not substantially all the risks
and rewards incidental to ownership of a leased asset
have been transferred to the lessee. The Group has
reassessed the classification of the land elements of
its unexpired leases at 1 April 2010 on the basis of
information existing at the inception of those leases
and has determined that none of the lease requires
reclassification.
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At the date of authorisation of these financial
statements, certain new and revised HKFRSs have
been published but are not yet effective, and have not
been adopted early by the Group. The directors
anticipate that all of the pronouncements will be
adopted in the Group’s accounting policy for the first
period beginning after the effective date of the
pronouncement. Information on new and revised
HKFRSs that are expected to have impact on the
Group’s accounting policies is provided below. Certain
other new and revised HKFRSs have been issued but
are not expected to have a material impact on the
Group’s financial statements.

HKFRS 9 Financial Instruments

This standard is effective for accounting period
beginning on or after 1 January 2013. Under HKFRS
9, financial assets are classified into financial assets
measured at fair value or at amortised cost depending
on the entity’s business model for managing the
financial assets and the contractual cash flow
characteristics of the financial assets. Fair value gains
or losses will be recognised in profit or loss except for
those non-trade equity investments, which the entity
will have a choice to recognise the gains and losses in
other comprehensive income. HKFRS 9 carries forward
the recognition and measurement requirements for
financial liabilities from HKAS 39, except for financial
liabilities that are designated at fair value through profit
or loss, where the amount of change in fair value
attributable to change in credit risk of that liability is
recognised in other comprehensive income unless that
would create or enlarge an accounting mismatch. In
addition, HKFRS 9 retains the requirements in HKAS
39 for derecognition of financial assets and financial
liabilities.

—Z——F %3 | Annual Report 2011 57



B 3% SRR BT R

NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The significant 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.

3.1 Basis of preparation

The financial statements on pages 43 and 171 have
been prepared in accordance with HKFRSs (including
all applicable Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards and
Interpretations) issued by the HKICPA and the
applicable disclosure requirements of the Hong Kong
Companies Ordinance. The financial statements also
include the applicable disclosure requirements of the
Rules Governing the Listing of Securities on the Stock
Exchange.

These financial statements have been prepared under
the historical cost convention except for certain
derivative financial instruments which are stated at fair
values. The measurement bases are fully described in
the accounting policies below.

It should be noted that accounting estimates and
assumptions have been used in preparing these
financial statements. Although these estimates and
assumptions are based on management’s best
knowledge and judgement of current events and
actions, actual results may ultimately differ from those
estimates and assumptions. The areas involving a
higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the
financial statements, are disclosed in note 4 “Critical
Accounting Estimates and Judgements”.
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3. FEETHREBE® 3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.2 ZoHER 3.2 Basis of consolidation

Y= A BRSPS A RN T R H B The consolidated financial statements incorporate the
ARBEEE=A=1+—A7 8% financial statements of the Company and its
WE o subsidiaries made up to 31 March each year.

BHE A B B i R S A £ Subsidiaries are consolidated from the date on which
Brim S ABE - BN AR A R A control is transferred to the Group. They are de-
BUNAA ABE o SERFFUREE s & consolidated from the date that control ceases. The
MB A T 2 %45 T &8 Yo Es A4 2 B E7 results of the subsidiaries acquired or disposed of
BT E A B (REE during the year are consolidated from the effective date
B A AR - of acquisition or up to the effective date of the disposal,

as appropriate.

EBRNTIRZS - SR AEIES Intra-group transactions, balances and unrealised gains
B RENRSG A TS RERE T A and losses on transactions between group companies
WEs o BEBRNEELRE Y ASH are eliminated in preparing the consolidated financial
EiENSA AL - BIiEEE statements. Where unrealised losses on intra-group
ENEANEEY AEETRESD asset sales are reversed on consolidation, the
o B ATIMESRES R o5 underlying asset is also tested for impairment from the
REEREF AR UREREE Group’s perspective. Amounts reported in the financial
EFEN T @EE o statements of subsidiaries have been adjusted where

necessary to ensure consistency with the accounting
policies adopted by the Group.
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3. FEETHREBE® 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.2 e E® » 3.2 Basis of consolidation (continued)
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Business combination and changes in the
Group’s interests in subsidiaries on or
after 1 April 2010

Acquisition of subsidiaries or businesses is accounted
for using the acquisition method. The cost of an
acquisition is measured at the aggregate of the
acquisition-date fair value of assets transferred,
liabilities incurred and equity interests issued by the
Group, as the acquirer. The identifiable assets acquired
and liabilities assumed are principally measured at
acquisition-date fair value. The Group’s previously held
equity interest in the acquiree is re-measured at
acquisition-date fair value and the resulting gains or
losses are recognised in profit or loss. The Group may
elect, on a transaction-by-transaction basis, to measure
the non-controlling interest either at fair value or at the
proportionate share of the acquiree’s identifiable net
assets. Acquisition-related costs incurred are
expensed.

Any contingent consideration to be transferred by the
acquirer is recognised at acquisition-date fair value.
Subsequent adjustments to consideration are
recognised against goodwill only to the extent that they
arise from new information obtained within the
measurement period (a maximum of 12 months from
the acquisition date) about the fair value at the
acquisition date. All other subsequent adjustments to
contingent consideration classified as an asset or a
liability are recognised in profit or loss.
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3. FESHTHERRE» 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.2 EE® » 3.2 Basis of consolidation (continued)
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Business combination and changes in the
Group’s interests in subsidiaries on or
after 1 April 2010 (Continued)

Changes in the Group’s interests in subsidiaries that
do not result in a loss of control are accounted for as
equity transactions. The carrying amounts of the
Group’s interest and the non-controlling interest are
adjusted to reflect the changes in their relative interests
in the subsidiaries. Any difference between the amount
by which the non-controlling interest is adjusted and
the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners
of the Company.

When the Group loses control of a subsidiary, the profit
or loss on disposal is calculated as the difference
between (i) the aggregate of the fair value of the
consideration received and the fair value of any retained
interest and (ii) the previous carrying amount of the
assets (including goodwill), and liabilities of the
subsidiary and any non-controlling interest. Where
certain assets of the subsidiary are measured at
revalued amounts or fair values and the related
cumulative gain or loss has been recognised in other
comprehensive income and accumulated in equity, the
amounts previously recognised in other comprehensive
income and accumulated in equity are accounted for
as if the Company had directly disposed of the related
assets (i.e. reclassified to profit or loss or transferred
directly to retained earnings). The fair value of any
investment retained in the former subsidiary at the date
the control is lost is regarded as the fair value on initial
recognition for subsequent accounting under HKAS 39
Financial Instruments: Recognition and Measurement
or, when applicable, the cost on initial recognition of
an investment in an associate or a jointly controlled
entity.
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3. FEETHREBE® 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.2 ZREE® » 3.2 Basis of consolidation (continued)
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Business combination and changes in the
Group’s interests in subsidiaries on or
after 1 April 2010 (Continued)

Subsequent to acquisition, the carrying amount of non-
controlling interest is the amount of those interests at
initial recognition plus the non-controlling interest’s
share of subsequent changes in equity. Total
comprehensive income is attributed to non-controlling
interests even if this results in the non-controlling
interest having a deficit balance.

Business combination and changes in the
Group’s interests in subsidiaries prior to
1 April 2010

On acquisition, the assets and liabilities of the relevant
subsidiaries are measured at their fair values at the
date of acquisition. The interest of minority
shareholders is stated at the minority’s proportion of
the fair values of the assets and liabilities recognised.

Transaction costs, other than those associated with the
issue of debt or equity securities, that the Group
incurred in connected with business combinations were
capitalised as part of the cost of the acquisition.

Where losses applicable to the minority exceed the
minority’s interest in the equity of a subsidiary, the
excess, and any further losses applicable to the
minority, are charged against the group’s interest except
to the extent that the minority has a binding obligation
to, and is able to, make additional investment to cover
the losses. If the subsidiary subsequently reports
profits, the group’s interest is allocated all such profits
until the minority’s share of losses previously absorbed
by the Group has been recovered.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.2

s
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Basis of consolidation (continuea)

Business combination and changes in the
Group’s interests in subsidiaries prior to
1 April 2010 (Continued)

The Group applies a policy of treating transactions with
minority interests as transactions with parties external
to the Group. Disposals to minority interests result in
gains and losses for the Group are recognised profit or
loss. Purchases from minority interests result in
goodwill, being the difference between any
consideration paid and the relevant share acquired of
the carrying amount of net assets of the subsidiary.

Subsidiaries

Subsidiaries are entities (including special purpose
entities) over which the Company has the power to
control, directly or indirectly, the financial and operating
policies so as to obtain benefits from their activities.
The existence and effect of potential voting rights that
are currently exercisable or convertible are considered
when assessing whether the Company controls another
entity.

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment
loss. The results of the subsidiaries are accounted for
by the Company on the basis of dividends received
and receivable at the reporting date. All dividends,
whether received out of the investee’s pre or post-
acquisition profits are recognised in the Company’s
profit or loss.
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3. FESHTHERRE» 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

34 mE 3.4 Goodwill
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Goodwill arising from acquisition is initially recognised
at cost being the excess of the aggregate of
consideration transferred and the amount recognised
for non-controlling interests over the fair value of
identifiable assets, liabilities and contingent liabilities
acquired.

Where the fair value of identifiable assets, liabilities and
contingent liabilities exceed the fair value of
consideration paid, the excess is recognised in profit
or loss on acquisition date, after re-assessment.

Goodwill is measured at cost less impairment losses.
For the purpose of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
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 tested 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 to each
assets in the unit. Any impairment loss for goodwill is
recognised in profit or loss and is not reversed in
subsequent periods.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.5 Revenue and other income
recognition

Revenue and other income is recognised when it is
probable that the economic benefits will flow to the

Group and when the income can be measured reliably
on the following bases:

(i)

(ii)

(iii)

(iv)

Z—Z——% %% | Annual Report 2011

When the outcome of civil engineering contracts
can be estimated reliably, revenue from
maintenance or construction works on civil
engineering contracts is recognised according
to the percentage of completion of individual
contract at the reporting date (note 3.12).

Revenue arising from water supply is recognised
based on the volume of water supplied as
recorded by meters read during the year.

Water supply related installation income is
recognised when the relevant installation work
is performed.

Interest income is recognised on a time-
proportion basis by reference to the principal
outstanding and at the effective interest rate
applicable.
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3. FESHTHERRE» 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.6 ¥ - BREKZRE 3.6 Property, plant and equipment

06
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B8 (M5E3.9) FIfR - & ZMKA
EM %A B AR 2 KRR BE M
AIRER $’§l M #% 8 B AR BE
WA SERTEE - StABEZRE
1B - iR %—Iﬁﬁj;ﬁé(ﬁﬁﬁj
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Property, plant and equipment are stated at cost, which
comprise purchase price and any directly attributable
costs of bringing the asset to its working condition and
location for its intended use, less accumulated
depreciation and any impairment losses (note 3.9).
Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow to
the Group and the cost of the item can be measured
reliably. All other costs such as repairs and
maintenance are charged to profit or loss during the
financial period in which they are incurred.

Depreciation is provided to write off the cost of each
item of property, plant and equipment less its residual
value, if applicable, over its estimated useful lives.
Buildings and water pipelines are depreciated using
straight-line method at the annual rates of 2% to 10%
and 4.85% respectively. Other items of property, plant
and equipment are depreciated using reducing balance
method at the following rates per annum:

Plant and machinery and tools 10%-33"%
Furniture, fixtures and equipment 10%-33"%%
Leasehold improvements 30% or over lease

term if shorter

Motor vehicles 10%-20%

Upon the transfer from “exploration and evaluation
assets”, all subsequent development cost and capital
expenditure on the construction, installation or
completion of infrastructure facilities of mine site is
capitalised within “mine development assets”. Mine
development assets including stripping costs and other
development expenditure are carried at cost and are
subject to depreciation/amortisation upon
commissioning of the mine for production.
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3. FEETHREBE® 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.6 ¥ - BEKZE @ 3.6 Property, plant and equipment
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(Continued)

Stripping costs incurred in the development phase of
a mine before production commences are capitalised
as part of the cost of constructing the mine and
subsequently depreciated over the life of the mine using
the unit-of-production method based on total proven
and probable reserves of the mine.

Other development expenditure, net of proceeds from
incidental sale of mineral extracted during the
development phase, are stated at cost less
accumulated amortisation and are amortised using the
unit-of-production method based on the total proven
and probable reserves of the mine, except in the case
of the assets whose useful life is shorter than the life of
the mine, in which case straight-line method is applied.

Residual values, useful lives and depreciation method
are reviewed and adjusted, if appropriate, at each
reporting date. An item of property, plant and
equipment is derecognised upon disposal or when no
future economic benefits are expected from its use or
disposal. Gain or loss arising from the disposal or
retirement of an item of property, plant and equipment
is determined as the difference between the sale
proceeds and the carrying amount of the item and is
recognised in profit or loss.
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3. FESTHEREHRE »
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

3.7 Exploration and evaluation assets

Exploration and evaluation assets include costs of
obtaining and maintaining exploration and mining
rights, as well as expenditures such as exploratory
drilling, geological studies and sampling in relation to
evaluating technical feasibility and commercial viability
of extracting mineral resources.

Exploration and evaluation assets are recognised at cost
on initial recognition. Subsequent to initial recognition,
they are stated at cost less any accumulated
impairment and no amortisation charge is recognised.
Cost expensed during the exploration and evaluation
phase including expenditure incurred before obtaining
the legal rights to explore specific area are included in
“exploration and evaluation expenditure” in profit or
loss.

Exploration and evaluation assets acquired in a
business combination are initially recognised at fair
value and subsequently measured at cost less
accumulated impairment.

The carrying amount of the exploration and evaluation
assets is reviewed annually and adjusted for impairment
in accordance with HKAS 36 “Impairment of Assets”
whenever one of the following events or changes in
facts and circumstances indicate that the carrying
amount may not be recoverable (the list is not
exhaustive):—

(i) the period for which the Group has the right to
explore in the specific area has expired during
the period or will expire in the near future, and
is not expected to be renewed;
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3. FEETHREBE® 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continvea)
3.7 BERFHEE »®

3.7 Exploration and evaluation assets
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(Continued)

(ii) substantive expenditure on further exploration
for and evaluation of mineral resources in the
specific area is neither budgeted nor planned;

(iii)  exploration for and evaluation of mineral
resources in the specific area have not led to
the discovery of commercially viable quantities
of mineral resources and the Group has decided
to discontinue such activities in the specific
area; and

(iv) sufficient data exist to indicate that, although a
development in the specific area is likely to
proceed, the carrying amount of the exploration
and evaluation asset is unlikely to be recovered
in full from successful development or by sale.

The recoverable amount is the higher of the exploration
and evaluation asset’s fair value less costs to sell and
their value in use. For the purposes of assessing
impairment, the exploration and evaluation assets
subject to testing are grouped into each area of interest
for which exploration activities are undertaken.

When the technical feasibility and commercial viability
of extracting mineral resources become demonstrable,
previously recognised exploration and evaluation assets
are transferred to “Property, plant and equipment” and
“Mining licences”. These assets are tested for
impairment before their reclassification.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

3.8

3.9

Mining licences

Upon the transfer from “exploration and evaluation
assets”, mining licences are carried at cost and are
subject to amortisation upon commissioning of the mine
for production. Mining licences and concessions are
depleted on the unit-of-production basis over the total
proven and probable reserves of the mine concerned.
Mining licences are subject for impairment testing
whenever there are indications that the assets’ carrying
amount may not be recoverable (note 3.9).

Impairment of non-financial assets

Goodwill, property, plant and equipment, mining
licences, prepaid land lease payments and investments
in subsidiaries are subject for impairment testing.
Goodwill and other intangible assets with indefinite
useful life or those not yet available for use are tested
for impairment at least annually, irrespective of whether
there is any indication that they are impaired. All other
assets are tested for impairment whenever there are
indications that the assets’ carrying amount may not
be recoverable. Impairment policy on exploration and
evaluation assets is included in note 3.7.

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

ACCOUNTING POLICIES (continved)
39 kUBEEZRE®

3.9 Impairment of non-financial assets
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(Continued)

For the purposes of assessing impairment, where an
asset does not generate cash inflows largely
independent from those of other assets, the recoverable
amount is determined for the smallest group of assets
that generate cash inflow independently (i.e. a cash-
generating unit). As a result, some assets are tested
individually for impairment and some are tested at
cash-generating unit level. Goodwill in particular is
allocated to those cash-generating units that are
expected to benefit from synergies of the related
business combination and represent the lowest level
within the Group at which the goodwill is monitored for
internal management purpose.

Impairment loss recognised for cash-generating units,
to which goodwill has been allocated, are credited
initially to the carrying amount of goodwill. Any
remaining impairment loss is charged pro rata to the
other assets in the cash-generating unit, except that
the carrying value of an asset will not be reduced below
its individual fair value less cost to sell, or value-in-
use, if determinable.

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

39 FMBEEZRE @ 3.9 Impairment of non-financial assets
(Continued)
HEBEERETERNERARR An impairment loss on goodwill is not reversed in
B MRHEMEEMS @ MARE subsequent periods whilst an impairment loss on other
EEREEARESHE 2 HETHIBEAN assets is reversed if there has been a favourable change
W - R OREEE - EEET in the estimates used to determine the asset’s
BRiTE SR 2 BREETSRBEY recoverable amount and only to the extent that the
BRI Ep % B ERRREEEZ asset’s carrying amount does not exceed the carrying
ERNRAETE 2 REE - amount that would have been determined, net of

depreciation or amortisation, if no impairment loss had
been recognised.

R AR B st R B R R E R 1R Impairment loss recognised in an interim period in
TR HEHRED o respect of goodwill is not reversed in a subsequent
period.
3.10 & 3.10 Leases

REE—EHRGNERR P ZLHE An arrangement, comprising a transaction or a series
mE ' WAKERERBLH 2R of transactions, is or contains a lease if the Group
BERBAK —IBERFEEESZE determines that the arrangement conveys a right to use
BEZ(FABLE IR —%£3K a specific asset or assets for an agreed period of time
—EBMMR - AIZEZEEBR in return for a payment or a series of payments. Such
EXpE—EHAE - ILAEER a determination is made based on an evaluation of the
HEBLZHNEEAR 2 - M substance of the arrangement and is regardless of
PRZIBLHRS —BRAEERK whether the arrangement takes the legal form of a lease.
NEHEE -

HRAEBREHEFRENEE - Assets that are held by the Group under leases which
IR EF B EMNBARI M0 RR transfer to the Group substantially all the risks and
MEwEBREAREE  EREERE rewards of ownership to the Group are classified as
DEANBMERERFENEE - I being held under finance leases. Leases which do not
RHEETSFEMBENBARIMNR transfer substantially all the risks and rewards of
b KOl sReEE EARKE - BIDEEA ownership to the Group are classified as operating
LERE - leases.
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3. FESHTHERRE» 3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continvea)

.10 HE &= 3.10 Leases (continued)

KeEHE-EREHEA Operating leases — as lessee

fin 5= [ B #e 5 AR IR IS S EHF Where the Group has the right to use of assets held

BMEE  AIRBZSEHEHEEL 2 under operating leases, payments made under the

AR BHRA B A EIB R leases are charged to profit or loss on a straight-line

B - MR EM R R R R basis over the lease terms except where an alternative

BHAMEEEMEENZR  KEER basis is more representative of the time pattern of

Jﬁﬁll[ﬁﬁﬁl\ o PR ER B benefits to be derived from the leased assets. Lease
REBE N BHEESFE 2 BKEMD ° incentives received are recognised in profit or loss as

RSN EEE 2 @HARRE an integral part of the aggregate net lease payments

=Bk o made. Contingent rentals are charged to profit or loss

in the accounting period in which they are incurred.

FEfT T EFRIAEEA LA Prepaid land lease payments represent up-front
e E T 2 B R - IRAAR payments to acquire the land use rights or leasehold
R KB ERBEY R (M land. They are stated at cost less accumulated
3.9) - BIEN AR UAELZE amortisation and impairment losses (note 3.9).
H o RIEFEMIEERE FRIMR Amortisation is calculated on a straight-line basis over
AR & & P EE A o 2 B R AR =X the lease term except where an alternative basis is more
BIIBR AN o representative of the time pattern of benefits to be

derived from the leased assets.

MEHE - ERERBEA Finance leases — as lessee

WASEEREHEESEEFR Where the Group acquires the right to use the assets
# o AEEEEAAERRIEES under finance leases, the amounts representing the
BE UAREEEE) GTAYE - K fair value of the leased asset, or, if lower, the present
B REEA - MABEEE ERR values of the minimum lease payments, of such assets
BERBARIARERERT - are included in property, plant and equipment and the

corresponding liabilities, net of finance charges, are
recorded as obligation under finance leases.

HERBRMEHERRSECEELZ Subsequent accounting for assets held under finance
HigermIRmn &R KEE lease agreements corresponds to those applied to
EFEAE - HEREHRE comparable acquired assets. The corresponding
BEAREHNRVBEREZ 2H finance lease liability is reduced by lease payments
% o less finance charges.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

3.10 Leases (continued)

Finance leases — as lessee (Continued)

Finance charges implicit in the lease payments are
charged to profit or loss over the period of the leases
S0 as to produce an approximately constant periodic
rate of charge on the remaining balance of the
obligations for each accounting period.

The land and buildings elements of property leases are
considered separately for the purposes of lease
classification. When the lease payments cannot be
allocated reliably between the land and buildings
elements, the entire lease payments are included in
the cost of land and buildings as a finance lease of
property, plant and equipment.

3.11 Financial assets

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

All financial assets are recognised when, and only
when, the Group becomes a party to the contractual
provisions of the instrument. All regular way purchases
and sales of financial assets are recognised on trade
date. Regular way purchase or sales are purchases or
sales of financial assets that require delivery of assets
within the period generally established by regulation
or convention in the marketplace. When financial assets
are recognised initially, they are measured at fair value,
plus, in the case of investments not at fair value through
profit or loss, directly attributable transaction cost.
Derecognition of financial assets occurs when the rights
to receive cash flows from the investments expire or
are transferred and substantially all of the risks and
rewards of ownership have been transferred. The
Group’s financial assets mainly comprise loans and
receivables and derivative financial assets.

EHREEEAER2AT | Mongolia Investment Group Limited



B 3% SRR BT R

NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

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

I BB EE @) 3.11 Financial assets (continued)

EXRKREWRFKIE Loans and receivables

ER R EWHIEAEREFEHN] TiE Loans and receivables are non-derivative financial
ENREBZITEMBEE © & assets with fixed or determinable payments that are
SRR R ERE - ERRER not quoted in an active market. Loans and receivables
FRIE B 18 DAE B A 3R OK e S K are subsequently measured at amortised cost using
R ORERIRERETE o #HK the effective interest method, less any allowance for
K2t EEFT RAEMKEBREE 2 impairment. Amortised cost is calculated taking into
IESORE - BIEENERFIER account any discount or premium on acquisition and
RGMAZER - BRABREEN includes fees that are an integral part of the effective
K2 8 WK TE B e R sk ER R (B P interest rate and transaction cost. Gain and losses are
RIERRBAEBERETER - recognised in profit or loss when the loans and

receivables are derecognised or impaired as well as
through the amortisation process.

RAARERIBERIIERZH Financial assets at fair value through
BEE profit or loss

REEZE A ER BRI R M The Group’s financial assets at fair value through profit
BETIRABRER 2 TET A or loss represent the derivative component of the
%5 o ERIE LR RBLIRNES SR Convertible Note. Derivative financial instruments, in
TAFRPITESRTHE - RETZOT individual contracts or separated from hybrid financial
STEAHNEBZRAR BV instruments, are initially recognised at fair value on the
R HERARBEENE o WE date the derivative contract is entered into and
BERHATANITETE - i subsequently remeasured at fair value. Derivatives that
DR BEREREIER B EERM are not designated as hedging instruments are
BE - FRAAABEEHELENRE accounted for as financial assets or financial liabilities
BHETAER o at fair value through profit or loss. Gains or losses arising

from changes in fair value are taken directly to profit
or loss for the year.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.11 Financial assets (continuea)
Impairment of financial assets

At each reporting date, loans and receivables are
reviewed to determine whether there is any objective
evidence of impairment. Objective evidence of
impairment includes observable date that come to the
attention of the Group about one or more of the
followings loss events:

significant financial difficulty of the debtors;

- a breach of contract, such as default or
delinquency in interest or principal payments;

- it becoming probable that the debtors will enter
bankruptcy or other financial reorganisation;
and

- significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor.
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3. FESHTHERRE» 3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

I BEE @ 3.11 Financial assets (continued)
FAX U BEECEEEHE Loss events in respect of a group of financial assets
TR RZAIA TS EE 2 (BT KRR include observable data indicating that there is a
EmE NI ERKIE 2 ATERE measurable decrease in the estimated future cash flows
B o ZEEBREIRDEETRER from the group of financial assets. Such observable
HARIREFAZIZA - LA EL data includes but not limited to adverse changes in
HERIAEERIERA B2 BEXKK the payment status of debtors in the group and, national
75 48RO IR TR F o or local economic conditions that correlate with defaults

on the assets in the group.

ikl 5 %5 BR N 5% 3% B DA 55 A A 71 BR If there is objective evidence that an impairment loss
Z ER % FEWGRIE B A 3R R E on loans and receivables carried at amortised cost has
B AEEEEeEREEZERR been incurred, the amount of the loss is measured as
BHEMHFFARBESRE (TEER the difference between the asset's carrying amount and
RELEZBEEEEHB) LZEM the present value of estimated future cash flows
BEERNERFE (BY 2R (excluding future credit losses that have not been
Frat 8 BREAME) TR EREM incurred) discounted at the financial asset’s original
ZEREGE c BEZEKREEER effective interest rate (i.e. the effective interest rate
BEER T AR - BEBESER computed at initial recognition). The carrying amount
BB EEHIM IR SR o AR of the asset is reduced through the use of an allowance
WERERJKRETR - BEEER account. The amount of impairment loss is recognised
MEEBRNEREEAEE - A|E in profit or loss of the period in which the impairment
KRN EE R ARG occurs. Loans and receivables together with any
WSS associated allowance are written off when there is no

realistic prospect of future recovery and all collateral
has been realised or has been transferred to the Group.

WA E % BB - BEBESER If, in subsequent period, the amount of the impairment
D A R =B T AR loss decrease and the decrease can be related
AR ZEN  BIRAERZRE objectively to an event occurring after the impairment
B85 1B A BB ER R o (EE was recognised, the previously recognised impairment
3 ACIP RN SEi=bo R e =Erdaahi loss is revised by adjusting the allowance account. Any
R EZEEEREEE B ZRA subsequent reversal of an impairment loss is
ENSBBMAERREREET recognised in profit or loss to the extent that the carrying
LB o value of the asset does not exceed its amortised cost
had the impairment not been recognised at the reversal
date.
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32X RIREN 3.12 Civil engineering contracts
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When the outcome of civil engineering contracts can
be estimated reliably, revenue from maintenance or
construction works on civil engineering contracts and
the associated contract costs are recognised according
to the stage of completion of individual contract at the
reporting date. The stage of completion is determined
using percentage of completion method by reference
to the survey of work performed or contract costs
incurred to date as a proportion of the total estimated
contract costs, depending on nature of the contract.

When the outcome of civil engineering contracts cannot
be estimated reliably, no profit is recognised and
revenue is recognised only to the extent of contract
costs incurred that would probably be recoverable.

Provisions are made for any foreseeable losses when
they are identified and recognised immediately as an
expense in profit or loss. Variations in contract work,
claims and incentive payments are recognised as
revenue when it is probable that they will be approved
by customers and they can be measured reliably.

Amounts due from customers of contract works
represent contract costs incurred plus recognised
profits less progress billings and any foreseeable losses.
Amounts due to customers of contract works represent
the excess of progress billings over contract costs
incurred plus recognised profits less any foreseeable
losses. Costs mainly comprise materials, direct labour
and sub-contractors’ fees. Costs incurred during the
year in connection with future activity of a contract are
recognised as amounts due from customers of contract
works provided it is probable that these costs will be
recovered. Amounts billed for works performed but not
yet paid by the customers are included in the statement
of financial position under “trade and other receivables,
prepayments and deposits”.
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ACCOUNTING POLICIES (continued)
3.12 Civil engineering contracts (continuea)

Retentions, representing amounts of progress billings
which are payable to sub-contractors or receivables
from customers when conditions specified in the
contracts undertaken are satisfied, are included in the
statement of financial position under “trade and other
payables” and “trade and other receivables,
prepayments and deposits” respectively.

3.13 Inventories

Inventories which represent construction materials are
stated at the lower of cost, computed using first-in-
first-out method, and net realisable value. Cost mainly
includes cost of purchase. Net realisable value is the
estimated selling price in the ordinary course of
business less any applicable selling expenses.

3.14 Foreign currencies

The financial statements are presented in Hong Kong
Dollars (“HK$”), which is also the functional currency
of the Company. Each entity in the Group determines
its own functional currency and items included in the
financial statements of each entity are measured using
that functional currency.

In the separate financial statements of the consolidated
entities, foreign currency transactions are translated
into the functional currency of the individual entity using
the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions and
from the translation of monetary assets and liabilities
denominated in foreign currencies at the reporting date
at exchange rates ruling at that date are recognised in
profit or loss. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not
translated. Non-monetary items carried at fair value
that are denominated in foreign currencies are
translated at the rates prevailing on the date when the
fair value was determined.
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3.14 Foreign currencies (continued)
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The functional currencies of certain entities of the
Group are currencies other than HK$. For the purpose
of the consolidated financial statements, assets and
liabilities of those entities at the reporting date are
translated into HK$ at exchange rate prevailing on the
reporting date. Income and expense items are
translated into HK$ at the exchange rates ruling at the
transaction dates, or at the average exchange rates over
the reporting period provided that the exchange rates
do not fluctuate significantly. The resulting exchange
differences are included in other comprehensive
income and accumulated separately in translation
reserve in equity. Such translation differences are
reclassified from equity to profit or loss as part of the
gain or loss on disposal in the period in which the
foreign entity is disposed of. Goodwill and fair value
adjustments arising on the acquisition of a foreign
operation have been treated as assets and liabilities of
the foreign operation and translated into HK$ at the
closing rates.

3.15 Income taxes

Income tax comprises current and deferred tax. Income
tax is recognised in profit or loss, or in other
comprehensive income or directly in equity if they relate
to items that are recognised in other comprehensive
income or directly in equity.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, fiscal authorities
relating to the current or prior reporting period, that
are unpaid at the reporting date. They are calculated
according to the tax rates and tax laws applicable to
the fiscal periods to which they relate, based on the
taxable profit for the reporting period.
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3.15 FT5%H (@ 3.15 Income taxes (Continued)
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Deferred tax is calculated using the liability method on
temporary differences at the reporting date between
the carrying amounts of assets and liabilities in the
financial statements and their respective tax bases.
Deferred tax liabilities are generally recognised for all
taxable temporary differences. Deferred tax assets are
recognised for all deductible temporary differences, tax
losses available to be carried forward as well as other
unused tax credits, to the extent that it is probable that
taxable profits, including existing temporary difference,
will be available against which deductible temporary
differences, unused tax losses and unused tax credits
can be utilised.

Deferred tax assets and liabilities are not recognised if
the temporary difference arises from goodwill or from
initial recognition (other than in a business
combination) of assets and liabilities in a transaction
that affects neither taxable nor accounting profit or loss.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries except where the Group is able to control
the reversal of the temporary differences and it is
probable that the temporary differences will not reverse
in the foreseeable future.

Deferred tax is calculated, without discounting, at tax
rates that are expected to apply in the period the liability
is settled or the asset realised, provided they are
enacted or substantively enacted at the reporting date.
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3.16 Cash and cash equivalents
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Cash and cash equivalents include cash at banks and
in hand, demand deposits with banks and short term
highly liquid investments with original maturities of
three months or less that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value. For the purpose
of the statement of cash flows presentation, cash and
cash equivalents include bank overdrafts which are
repayable on demand and form an integral part of the
Group’s cash management.

3.17 Employee benefits

Defined contribution plan

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 profit or loss as they
become payable in accordance with the rules of 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
operate in the Mainland China are required to
participate in a central pension scheme operated by
the local municipal governments. These subsidiaries
are required to contribute certain percentage of its
payroll costs to the central pension scheme. The
contributions are charged to profit or loss as they
become payable in accordance with the rules of the
central pension scheme.

The employees of the Group’s subsidiaries which
operate in Mongolia are required to participate in the
social insurance scheme operated by the local
government. According to the “Social Insurance Law
of Mongolia”, these subsidiaries have a duty to withhold
10% from employees’ salary or similar income and 13%
as employers’ contribution. Employers’ contributions
are charged to profit or loss as they become payable in
accordance with the social insurance scheme.
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Short-term employee benefits

Short-term employee benefits are recognised when they
accrue to employees. In particular, a provision is made
for the estimated liability for annual leave as a result of
services rendered by employees up to the reporting
date. Non-accumulating compensated absences such
as sick leave and maternity leave are not recognised
until the time of leave.

Share-based employee compensation
Details about the accounting policy on share-based

compensation to employee are set out in note 3.18
below.

3.18 Share-based compensation

The Company operates a share option scheme for the
purpose of recognising and acknowledging the
contributions that the eligible participants have made
to the Group. Eligible participants including employees
(including directors), customers, suppliers, agents,
partners, consultants, advisers or shareholders of or
contractors to the Group or any affiliate, receive
remuneration in the form of share-based compensation,
whereby eligible participants render services as
consideration for equity instrument (i.e. equity-settled
transactions).

The cost of equity-settled transactions with employees
is measured by reference to the fair value at the date
the options are granted excluding the impact of any
non-market vesting conditions. The cost of equity-
settled transactions with parties other than employees
is measured by reference to the fair value of the goods
or services provided.
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The cost of equity-settled transactions is recognised
as an expense in profit or loss with a corresponding
increase in share option reserve within equity. If vesting
periods or other vesting conditions apply, the expense
is allocated using straight-line basis over the vesting
period, based on the best available estimate of the
number of share options expected to vest. Non-market
vesting conditions are included in assumptions about
the number of options that are expected to become
exercisable. Estimates are subsequently revised if there
is indication that the number of share options expected
to vest differs from previous estimates. Any adjustment
to the fair value recognised in prior years is charged/
credited to profit or loss in the year of the review with a
corresponding adjustment to the share option reserve.

On vesting date, the amount recognised as an expense
is adjusted to reflect the actual number of options that
vest (with a corresponding adjustment to the share
option reserve) except where forfeiture is only due to
not achieving vesting that relate to market condition
(which is treated as vesting irrespective of whether or
not the market condition is satisfied).

At the time when the share options are exercised, the
amount previously recognised in share option reserve
will be transferred to share premium. When the share
options are forfeited or are still not exercised at the
expiry date, the amount previously recognised in share
option reserve will be transferred to retained profits.
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The Group’s financial liabilities comprise trade and
other payables, borrowings and finance lease liabilities,
which are classified into financial liabilities at amortised
cost or financial liabilities at fair value through profit or
loss, depending on the purpose for which the liabilities
were incurred. Financial liabilities are recognised when
the Group becomes a party to the contractual provisions
of the instrument. A financial liability is derecognised
when the obligation under the liability is discharged or
cancelled or expired. Financial liabilities are classified
as current liabilities unless the Group has an
unconditional right to defer settlement of the liability
for at least 12 months after the reporting date.

Where an existing financial liability is replaced by
another from the same lender on substantially different
terms, or the terms of an existing liability are
substantially modified, such an exchange or
modification is treated as a derecognition of the original
liability and the recognition of a new liability, and the
difference in the respective carrying amount is
recognised in profit or loss.

Trade and other payables

Trade and other payables are recognised initially at their
fair value, and subsequently measured at amortised
cost using the effective interest method. Gain or loss is
recognised in profit or loss when the liabilities are
derecognised as well as through amortisation process.

Borrowings

Borrowings including bank borrowings and promissory
note are recognised initially at fair value, net of
transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference
between the proceeds (net of transaction costs) and
the redemption value is recognised in profit or loss over
the period of the borrowings using the effective interest
method. Gain or loss is recognised in profit or loss when
the liabilities are derecognised as well as through
amortisation process.
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Finance lease liabilities

Finance lease liabilities are measured at initial value
less the capital element of lease repayments (note
3.10).

Convertible notes

Convertible notes issued by the Company that contain
liability component, conversion option and extension
option (which is not closely related to the host liability
component) are classified separately into respective
item on initial recognition. Conversion option that will
be settled by the exchange of a fixed amount of cash
or another financial asset for a fixed number of the
Company’s own equity instruments is classified as an
equity instrument. At the date of issue, both the liability
and extension option components are measured at fair
value. The fair value of the liability component on initial
recognition is determined using the prevailing market
interest of similar non-convertible debts. The difference
between the gross proceeds of the issue of the
convertible notes and the fair values assigned to the
liability and extension option components respectively,
representing the conversion option for the holder to
convert the convertible notes into equity, is included
in equity as convertible note equity reserve.

In subsequent periods, the liability component of the
convertible notes is carried at amortised cost using
effective interest method. The extension option is
measured at fair value with changes in fair value
recognised in profit or loss.
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Convertible Notes (Continued)

The equity component, representing the option to
convert the liability component into ordinary shares of
the Company, will remain in the convertible note equity
reserve until the embedded conversion option is
exercised (in which case the balance stated in the
convertible note equity reserve will be transferred to
share premium). Where the conversion option remains
unexercised at the expiry date, the balance stated in
convertible note equity reserve will be released to the
retained profits. No gain or loss is recognised in the
profit or loss upon conversion or expiration of the
conversion option.

When the convertible note is converted, the carrying
amounts of the liability component and the extension
option at the time of conversion are transferred to share
capital and share premium as consideration for the
shares issued. When the convertible note is redeemed,
the difference between the redemption amount and
the carrying amounts of both components is recognised
in profit or loss.

Transaction costs that relate to the issue of the
convertible notes are allocated to the liability, equity
and extension option components in proportion to the
allocation of the gross proceeds. Transaction costs
relating to the equity component are charged directly
to equity. Transaction costs relating to the extension
option are charged to profit or loss immediately.
Transaction costs relating to the liability component are
included in the carrying amount of the liability portion
and amortised over the period of the convertible notes
using the effective interest method.

All interest related charges are recognised in
accordance with the Group’s accounting policy for
borrowing costs (note 3.23).
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Government grants are recognised when there is
reasonable assurance that they will be received and
that the Group will comply with the conditions attaching
to them. Grants that compensate the Group for
expenses incurred are recognised as income in profit
or loss on a systematic basis in the same periods in
which the expenses are incurred. Grants that
compensate the Group for the cost of an asset are
deducted from the carrying amount of the asset and
consequently are effectively recognised in profit or loss
over the useful life of the asset by way of reduced
depreciation expense.

3.21 Provisions and contingent liabilities

Provisions are recognised when the Group has a
present obligation (legal or constructive) as a result of
a past event, and it is probable that an outflow of
economic benefits will be required to settle the
obligation and a reliable estimate of the amount of the
obligation can be made. Where the effect of discounting
is material, provisions are stated at the present value
of the expenditure expected to settle the obligation. All
provisions are reviewed at each reporting date and
adjusted to reflect the current best estimate.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
uncertain events not wholly with the control of the
Group, are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.
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3. FESHTHERRE» 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continvea)
3.22 EH BT F B 1R

3.22 Financial guarantee issued
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Financial guarantee contracts in the scope of HKAS
39 are accounted for as financial liabilities. A financial
guarantee contract is a contract that requires the issuer
(or guarantor) to make specified payments to reimburse
the holder for a loss it incurs because a specified debtor
fails to make payment when due in accordance with
the terms of a debt instrument.

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

The amount of the guarantee initially recognised as
deferred income is amortised in profit or loss over the
term of the guarantee as income from financial
guarantees issued. In addition, provisions are
recognised in accordance with note 3.21 if and when
it becomes probable that the holder of the guarantee
will call upon the Group under the guarantee and the
amount of that claim on the Group is expected to
exceed the current carrying amount i.e. the amount
initially recognised less accumulated amortisation,
where appropriate.
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3. FEETHREBE® 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)
3. 23 BERA

3.23 Borrowing costs

3.24
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Borrowing costs incurred for the acquisition,
construction or production of any qualifying asset are
capitalised during the period of time that is required to
complete and prepare the asset for its intended use. A
qualifying asset is an asset which necessarily takes a
substantial period of time to get ready for its intended
use or sale. Other borrowing costs are expensed when
incurred.

Capitalisation of borrowing costs ceases when
substantially all the activities necessary to prepare the
qualifying asset for its intended use or sale are
complete.

3.24 Dividends

Final dividends proposed by the directors are classified
as a separate allocation of retained profits within equity,
until they have been approved by the shareholders in
a general meeting. When these dividends are approved
and declared, they are recognised as a liability.
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3. FESHTHERRE» 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.2 Bz T A 3.25 Equity instruments
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Equity instruments issued by the Company are
recorded at the proceeds received, net of direct issue
costs. Repurchases of the Company’s own equity
instruments is recognised and deducted directly in
equity. On repurchase of the Company’s own shares,
the amount equivalent to the par value of the shares
repurchased is transferred from retained profits to
capital redemption reserve. No gain or loss is
recognised in profit or loss on the purchase, sale, issue
or cancellation of the Company’s own equity
instruments.

3.26 Related parties

For the purposes of these financial statements, a party
is considered to be related to the Group if:

(i) the party has the ability, directly or indirectly
through one or more intermediate, to control
the Group or exercise significant influence over
the Group in making financial and operating
decisions, or has joint control over the Group;

(ii) the Group and the party are subject to common
control;

(iii)  the party is an associate of the Group or a jointly
venture in which the Group is a venturer;

(iv)  the party is a member of the key management
personnel of the Group or the Group’s parent,
or a close family member of such an individual,
or is an entity under the control, joint control or
significant influence of such individuals;

(v) the party is a close family member of a party
referred to in (i) or is an entity under the control,
joint control or significant influence of such
individuals; or
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3. FEETHREBE® 3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.26 BES @) 3.26 Related parties (continued)

Vi) BHEAARASELRE (vi)  the party is a post-employment benefit plan

RAEBE@EL 2ERE which is for the benefit of employees of the

B 2 B B A& F M 2% AR AR Group or any entity that is related party of the
ERErE - Group.

—BATZRATEARNEEERS Close family members of an individual are those family

EIRSGFHIFEZATHZZA members who may be expected to influence, or be

TEZREMKE - influenced by, that individual in their dealing with the

entity.

3.27 7 EBEREH 3.27 Segment reporting
REBEDREBEAHITES (X2 The Group identifies operating segments and prepares
EEREN) 5 2 E R segment information based on the regular internal
B MREESBREZDHE financial information reported to the executive directors
RADBLE IR KA E D ERIR o K (i.e. the chief operating decision-maker) for the purpose
SEERELE D HBERIATER of resource allocation and assessment of segment
Wz oEB - performance. The Group has identified the following

reportable segments for its segment reporting:

KETRABEE : RESLSHE Waterworks engineering  : Provision of
Rt 5 oK contracting business maintenance and
BIRE- @& construction works
B REBR on civil engineering
NEMET contracts in respect
BztARI of waterworks
ERE OO R engineering, road
EREET works and drainage
2R and slope upgrading
for the public sector
in Hong Kong
HKER D ERERRE Water supply business : Provision of water
HKR% R supply services and
HKBHEZ water supply related
R installation services

in Mainland China

RERSRES C REHBEFRRK Mining and exploration : Mining and exploration
BDRBEEE business of mineral resources
R in Mongolia
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3. FEETHREBE® 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.27 BB E @ 3.27 Segment reporting (continued)
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Each of these operating segments is managed
separately as each of the business lines requires
different resources as well as operating approaches.

Fair value change on the Derivative Component of the
Convertible Note (note 27(d)), finance costs, income
taxes and corporate income and expenses which are
not directly attributable to the business activities of any
operating segment, are not included in arriving at the
operating results of the operating segment.

Segment assets include all assets with the exception
of corporate assets, including pledged bank deposits,
certain cash at banks and in hand and other assets
which are not directly attributable to the business
activities of operating segments, as well as those assets
which are managed on a group basis such as tax assets.

Segment liabilities include trade and other payables,
directly attributable to the business activities of
operating segments and exclude corporate liabilities
and other liabilities such as tax liabilities and borrowings
that are managed on a group basis.
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4.
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4.

CRITICAL ACCOUNTING
ESTIMATES AND JUDGEMENTS

Estimates and judgements used in preparing the financial
statements are continually evaluated and are based on
historical experience and other factors, including expectations
of future events that are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below:

4.1 Civil engineering contracts

Revenue from maintenance and construction works on
civil engineering contracts is recognised according to
the percentage of completion of individual contract
which requires the estimation of contract costs and
gross profit margin of each contract. Contract costs
and gross profit margin of individual contract is
determined based on budget of the contract which was
prepared by the management of the Group. In order to
ensure that the total estimated contract costs are
accurate and up-to-date such that gross profit margin
can be estimated reliably, management reviews the
costs incurred to date and costs to completion
frequently, in particular in the case of costs over-runs
and the variation orders from customers, and revise
the estimated contract costs where necessary.

If the actual contract costs and the gross profit margin
differ from the management’s estimates, the contract
revenue and gross profit to be recognised in the next
financial year will have to be adjusted accordingly.
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4. CRITICAL ACCOUNTING
ESTIMATES AND JUDGEMENTS

(Continued)

4.2

4.3

4.4

Z—Z——% %% | Annual Report 2011

Impairment of receivables

Impairment of receivables is determined by
management based on the credit history of its
customers and the current market condition. It could
change significantly as a result of changes in the
financial position of the customers. Management would
re-assess the amount of impairment for receivables, if
any, at each reporting date.

Estimates of current tax and
deferred tax

The Group is subject to taxation in various jurisdictions.
Significant judgement is required in determining the
amount of the provision for taxation and the timing of
payment of the related taxation. Where the final tax
outcome is different from the amounts that were initially
recorded, such differences will impact the income tax
and deferred tax provisions in the periods in which such
determination are made.

Exploration and evaluation
expenditure

The application of the Group’s accounting policy for
exploration and evaluation expenditure requires
judgement in determining whether it is likely that future
economic benefits are likely either from future
exploitation or sale or where activities have not reached
a stage which permits a reasonable assessment of the
existence of reserves. In this connection, the
management makes certain estimates and assumptions
about future events or circumstances, in particular
whether an economically viable extraction operation
can be established. Estimates and assumptions made
may change if new information becomes available. If,
after expenditure is capitalised, information becomes
available suggesting that the recovery of expenditure
is unlikely, the amount capitalised is written off in profit
or loss in the period when the new information becomes
available.

95



B 3% SRR BT R

NOTES TO THE FINANCIAL STATEMENTS

HE_—_F——

F=H=+—HIFFJZ For the year ended 31 March 2011

4. EEGEHATRAE @

96

4.5

4.6

EERE

BEEOSFETRERNR - b
BE (BEME BEIEE &
REFHEEEN RFEER) BE
FETHEG - NEERBLIRRME
B o WiFERERS - AIH AT
Bl & BEETEAEE (BARER
HEXRAEERBEZENRS
F) c REHAEERURHMEE
FRE  RREAFTRELERS
FEHREFTRER - 2AETRE
ERENABERLEATFRHR
ALEMNBR T ESZSRE
- BYEEZAARE—REER
SREMAZBEEMEE ZERTARE
ReRBZHE  EFPRERK
hRFEIREREMEZKNAFRER
MfhET - WERABMIH2EER
BEER 2R - RERETARER
ERTSHERRREEREER
TEERRZ FHEEBRBATITERE - 4
REHRE - - BEEENG 2R
T EL BN R E @RS KEEK
B RBRERARR EFIREAM
BEZ&ERBIR -

BR{GET

AEEHEBREEAFRIZZRR
BETHE - ABMGAREEE
RATEERE  RE RN E
WEBIBMREIZ B REE &
SCEITE MR E H T AR E G 8
i - ERMEFTHERHER - JK
B RREARTBEREERAEFHR
EETRE - WERERRAERRE
BRI HIE R % - BRERE
AAEBARERERSEYE Y
% BERRME  BEZEREEN
FARFETRIA 2 R -

4.

CRITICAL ACCOUNTING
ESTIMATES AND JUDGEMENTS

(Continued)

4.5

4.6

Impairment of assets

Goodwill is tested for impairment at least annually.
Other assets including property, plant and equipment,
exploration and evaluation assets, and mining licences
are assessed annually to determine for any indication
of impairment. Where an indicator of impairment exists,
a formal estimate of the recoverable amount is made,
which is considered to be the higher of the fair value
less costs to sell and value in use. These assessments
require the use of estimates and assumptions such as
long-term selling prices, discount rates, future capital
requirements and operating performance. Fair value
is determined as the amount that would be obtained
from the sale of the asset in an arm’s length transaction
between knowledgeable and willing parties. Fair value
for mineral assets is generally determined as the
present value of estimated future cash flows arising
from the continued use of the asset, which includes
estimates such as the cost of future expansion plans
and eventual disposal, using assumptions that an
independent market participant may take into account.
Cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks
specific to the asset. Management has assessed its
cash generating units as being an individual mine site,
or individual water plant, which is the lowest level for
which cash inflows are largely independent of those of
other assets.

Resources estimates

The Group makes estimate on the amount of coal that
can be extracted from the Group’s mining properties.
The estimate is determined based on information
compiled by appropriately qualified persons relating to
the geological data on the size, depth and the deposit
type of the coal and requires complex geological
judgements to interpret the data. The estimation of the
resource is based upon factors such as estimates of
foreign exchange rates, coal price, future capital
requirements and production costs along with geological
assumptions and judgements made in estimating the
size and quality of the coal. Changes in the resource
estimates may impact upon the carrying value of mine
properties, property, plant and equipment, goodwill and
recognition of deferred tax.
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4. EEGTAFTR¥AE @ 4. CRITICAL ACCOUNTING

ESTIMATES AND JUDGEMENTS

(Continued)

4.7 TEBREENMGE 4.7 Valuation of the Convertible Note

ESERNF 2B LENER
MHEHREZ I RBEER (WHE
27(FFRER) BIBESMMET X -
WERAMSBHRE L RBRAZMEE
Tk o ATBRERBZ R A EREM
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The directors use their judgement in selecting an
appropriate valuation technique for the Convertible
Note as disclosed in note 27(d) which are not quoted
in the active market. Valuation technique commonly
used by the market practitioners is applied. The fair
value of the Convertible Note is estimated by
independent professional valuer based on the actual
transaction of the financial instruments in the market
or transactions of similar financial instruments which
generally represent the best estimate of the market
value. Details of the key inputs into the model are
disclosed in note 27(d). The fair value of the Convertible

HUHIR I - ATREE AT IRAREE Note varies with different variables of certain subjective
B ARBEMFTEKRERNTE - assumptions. Any change in these variables so adopted

may materially affect the estimation of the fair value of
the Convertible Note.

4.8 SREEREZMEE 4.8 Valuation of share options granted
ERNBEREZ AAERBYGE The fair value of share options granted is estimated
R B EE A =B EEER using the binomial model at the date of grant by an
FHd o ZEXTDFMAEREZ R independent valuer. The model requires input of
X 0 TERT Z B E K e R A B ES subjective assumptions such as expected stock price
Ko FEVMERR 2 EB) IR r] sEE volatility and dividend yield. Changes in the subjective
T2 RAREEBRERTE - FTARKR input may materially affect the fair value estimates.
BYERE RSN NEE Details of assumptions and estimates used are set out

in note 31.
4.9 BERBEANE 2EE 4.9 Provision for reclamation and

BEREEARAZ BETIRERE
HRBEERTELRENEBEL
BRIELEE - EEETHRIER
EZ R (E)  BERERER
BRERTEN BRABELE ZEF °
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closure costs

Provision for reclamation and closure cost is estimated
based on the management’s interpretation of current
regulatory requirements and their past experiences.
Provision set up, if any, is reviewed regularly by
management to ensure it properly reflects the obligation
arising from the mining and exploration activities.
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5. W& Htlk AR W= 5. REVENUE, OTHER INCOME AND

GAINS
NEE B EGEE 2 W RIS An analysis of revenue from the Group’s principal activities,
Bz EER) REMBARKEZ DT which is also the Group’s turnover, and other income and gains
™ is as follows:

W 3= Revenue
ITARIBEHZRER Contract revenue from maintenance and
BETRZEHKE construction works on
civil engineering contracts 874,289 675,379
LK AR 75 Uk Revenue from water supply services 556 530
HKEELEE Water supply related installation fee 116 50
874,961 675,959
H b AR Uz Other income and gains
RATH B WA Bank interest income 2,067 96
ER R Exchange gains 13,358 =
AR ERITET ARG Fair value change on the Derivative
ZARBEE Component of the Convertible Note
(FF3E27(d)) (note 27(d)) 22,821 =
HIEWA Sundry income 265 3
38,511 99
FA 9N Total income 913,472 676,058
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6. DEER 6. SEGMENT INFORMATION
DEEE  DEHEER D H Segments results, segment assets and
=L segment liabilities
EAAEBAEH®RO T 2 EH (BIFW Information regarding the Group’s reportable segments
m o AFEEE - REENREBEEEHER) including the reconciliations to revenue, loss for the year, total
REMIEERMT assets and total liabilities and other segment information are
as follows:

AR HUE Reportable segment revenue* 874,289 | 675,379 672 580 - - | 874961 675959
A2RABEN/ (BB Reportable segment profit/(loss) 12,259 (2,642) (759)  (1,032) | (406,735)1 - 1(395,235)  (3,674)
TARZEETASH Fair value change on the Derivative Component

MBEY (HE21d) of the Convertble Note (note 27(d)) 22,821 -
LENARFR Corporate income and expenses (9,813)  (10068)
B Finance costs (76,158)  (1492)
ARHERAEER Loss before income tax (458,385)]  (15,234)
fekEs/ (FR) Income tax credit(expense) 87,7991 (2047)
REEER Loss for the year (370,586)]  (17,281)

ﬁiﬁﬁ%ﬁﬁg Reportable segment assets 552912 | 513455 | 14,978 17,121 12,642,434 - 132103241 530,576
fEBBAE-TRREE,  Derivative financial assets - Derivative Component

fTEIESH of the Convertiole Note 80,342 -
T HERE Tax recoverable -l 16
BEARBTER Pledged bank deposits 32501) 35320
bxEE Corporate asses 788 574
GRIEE Consolidated total assets 3323955 | 568216
ﬁiﬁﬁ%ﬁﬁﬁ Reportable segment liabilities 736211 826 3 226 9,687 -1 833401 8842
FE(TREREREAR) Borrowings excluding finance lease liabiliies 949,237 106,751
ERTE Tax payable 117 -
BEREAR Deferred tax liabilties 599,976 | 5,684
bx8k Corporate liabiiies 3010 3061
GalieE Consolidated total liabilities 1,632,971 203,948
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6. ﬁﬁBﬁ*ﬂ(é‘“ 6. SEGMENT INFORMATION (continuea)
DEEE > 2 HEER D Segments results, segment assets and
8Fw segment liabilities (continued)

KEIRAEER FERBAEH
Waterworks engineering ke Mining and e
contracting business Water suppIy busmess exploration business Consolidated
“E--f -T-%F %--%F -3-5F -8--F -5-%F §--F 5-%%
2011 201_0 2011 2000 2011 210 2011 210
Thn TEr  TEx  TEr  TAn TEr TEn TEn
HK$'000  HKS000  HK$'000  HKS000  HK$'000  HKS000  HK$'000  HKS000
HER Other information
TN Interest income 48 67 9 pi 1921 1207 %
0% BRRRELRE Impairment of property, plant and equipment - - 176 = - -6 =
HERE Impairment of goodil - - - - | 35506 - | 35506 -
FEERAE Impairment of mining licences - - - - | 353399 - 353399 -
EHENCERE Impairment of oher recelvable - = - 806 - = - 806
RERTERBLE Additons to specified non-current assels* 82011 275% 14 - 12,527,188 - 12535403 2752
0% BERRELNE Depreciation of property, plant and equipment 9,868 8553 420 05 1 1,170 S| 11458 8958
B THREH AR Amortsation of prepaid land lease payments - = § 6 m - m §
NEREEENRNT A 2BE Equity-setfled share-based compensation 2,49 2289 - - s - 2089
* BEREISEFPZHEE BHE_Z * This represents sales from external customers and there were
—— ER—E-TE=A=+—HIF no inter-segment sales between different business segments
FE - TR B2 M &5 EPHE for the years ended 31 March 2011 and 2010.
e o
# REFRBEERISEREMIA # Specified non-current assets represent the Group’s non-
NEREFIBE EAINZ IERBEE © current assets excluding financial instruments and deferred
tax assets.
i & & # Geographical information
REB 7 £ NEE (FiEh) « ABA The Group’s operations are located in Hong Kong (place of
HREOE - NEBIZME 25| 2 UER ) domicile), Mainland China and Mongolia. The Group’s revenue
BEREEMETE - NEBRME 27 by geographical location is determined based on locations of
ZETEIIRBEENRIBEEE B E customers. The Group’s specified non-current assets by
AR (EEEmMS )BT ° geographical locations are determined based on physical
location of the assets or location of operation in case of
goodwill.
Bk hER B &e
Hong Kong Mainland Chma Mongolla Consolldaled
8--F “3-%F “§--F “5-%%F “B--fF C3-5F §--F CE-%%
2011 2010 2011 201_0 2011 2019 2011 2019
TEn TEr  TEn  TEr  TEn TEn  TEn  TEn
HK$'000  HKS000 HK$'000  HKS000 HK$'000  HKS000  HK$'000  HK$000
b Revenue 874,289 1 675379 672 580 - - | 8749611 675959
REETHEAE Specified non-current assets 40285 44000 | 7,534 9330 12,475,061 - 12522880 5403
RAMBREE  AXEBEB K= Z During the current financial year, HK$831,519,000 or 95%
831,519,000/8 7T8(95% (— T —Z4F : (2010: HK$486,959,000 or 72%) of the Group’s revenue
486,959,000/ 7084 72%) Tk RE/KFE T2 depended on a single customer in the waterworks engineering
EBEBIH2E—FP contracting business segment.

].OO EHREEEAER2AT | Mongolia Investment Group Limited



B 3% SRR BT R

NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

7.

REFE 7. OPERATING LOSS
—E——-fF T —EF
2011 2010
FET FHT
HK$’000 HK$'000
KB EIB TSR (R A)  Operating loss is arrived
THEEESL at after charging/(crediting):
T8~ + b 7R & ) IE Amortisation of prepaid land
lease payments 279 6
Mz BERZREITE Depreciation of property,
plant and equipment
—BBEE — owned assets 11,034 8,414
—HE&E — leased assets 424 544
11,458 8,958
B R R EEE Less: Amounts capitalised in exploration
= NG L | and evaluation assets (241) =
Wz - BB REHE 2 Net depreciation of property, plant

WEFE and equipment 11,217 8,958

BTN (BIEESEMHE) Staff costs (including Directors’ emoluments)
—%He - EUMREVEF — salaries, allowances and benefits in kind 129,929 87,265
— RRAE T 5T 8 LK — retirement benefits scheme contributions
(REMH-RETED (defined contribution plan) 5,417 2,945
— AR 45 B 0 LARR (D — equity-settled share-based
S AFz mE (EE31) compensation (note 31) 10,508 2,030
145,854 92,240
wEHEER Operating lease charges
— T REF — land and buildings 3,414 1,411
— I T 23 — plant and machinery 5,584 5,057
8,998 6,468
ZHEN & Auditors’ remuneration 1,119 773
LEME - BE KR Loss on disposal of property,

R EE plant and equipment 2,561 957
EESNCHED Impairment of goodwill 35,506 =
R R BRRUE Impairment of mining licences 353,399 =
W - BEREREZRE Impairment of property,

plant and equipment 1,776 -
B TR FIB 2 R E R Provision for impairment of prepayments

for investments - 3,657
H b B W SR8 2 RE Impairment of other receivable - 806
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NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

8. MEAL 8. FINANCE COSTS

NTEEZHEER Interest charges on:
FERAFRNEBEHEEZ Bank loans and overdraft wholly
RITERREX repayable within five years 2,692 1,397
REMHENRZ Interest element of finance
FEE lease payments 28 95
2,720 1,492
A B e Imputed interest expenses on
BRI (FFaE27(c)) Promissory Note (note 27(c)) 23,858 =
AR =B 2 FE 5 Imputed interest expenses on
BRI (WHiE27(d) Convertible Note (note 27(d)) 49,580 =
RS AR BR 2 Total interest on financial liabilities stated
MG aENSaE at amortised cost 76,158 1,492
A
9. FIEH (BR) BxX 9. INCOME TAX (CREDIT)/EXPENSE

g (Ke) /B8 :  Income tax (credit)/expense comprises:

N [ B BR R 1E Current tax for the year

—BENEBH — Hong Kong profits tax 551 47
IR IE R T8 (Fff 5E29) Deferred tax (note 29) (88,350) 2,000
Fr8fi (%) B Income tax (credit)/expense (87,799) 2,047
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NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

9.

Fiig®i GE®R) FX @

EBFER TN FEE G EERHET 2
16.5% (ZZT—ZT4F : 16.5%) 5t o

R B A EAE B EMEH ([REMmE
B R EMBEEG KB E -
TEMEHBAMRER2%(ZT—F
& 25%) o

REREGBEFEMR L MEARASMNRS
BFEH  ZAEHRIARRTEAE
3,000,000,0005 H B E#% 252 ([EH&E
R RI0% 2 BEE - BHEBHIR25%
ZREE - ARNZRERLBNBARE
HE_Z——F=A=+—HILFELE
EA R - Bt W ARASHAEL
B

BERRERFE 2 RNFEREH (ER),/
ST BRI DRI 1B 2 BRI T

9.

INCOME TAX (CREDIT)/EXPENSE

(Continued)

Hong Kong profits tax is calculated at 16.5% (2010: 16.5%)
on the estimated assessable profits for the year.

Enterprise Income Tax (“EIT”) arising from the Mainland China
is calculated according to the relevant laws and regulations in
the PRC. The applicable tax rate for the EIT is 25% (2010:
25%).

Subsidiaries incorporated in Mongolia are subject to Mongolian
income tax which is calculated at the rate of 10% on the first
3 billion Mongolian Tugrik (“MNT”) of taxable income and 25%
on the amount in excess thereof. No income tax was provided
as these Mongolian subsidiaries have not derived any taxable
income during the year end 31 March 2011.

Income tax (credit)/expense for the year can be reconciled to
the loss before income tax at applicable tax rates as follows:

—s——f Y ST
2011 2010
FTET FHT
HK$’000 HK$'000
B TS T AT S 18 Loss before income tax (458,385) (15,234)
RERANBEEEERR Notional tax on profit calculated at
wmH s REFTE 2 the rates applicable to profits in
Pl By the jurisdiction concerned (108,469) (2,978)
BARRBA Z TR & Tax effect on non-taxable income (4,050) (1)
AR 2 B 2 Tax effect on non-deductible expenses 24,714 3,069
m AR ER 2 R IEEE 2 Tax effect on tax losses not
Bz a recognised 718 1,980
B BERER ZTEEE S Utilisation of tax losses previously not
recognised (742) -
Hth Others 30 (23)
Frig®i (%) /Fx Income tax (credit)/expense (87,799) 2,047
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NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

10. XA REZGE AEML 10. LOSS ATTRIBUTABLE TO OWNERS

B8 OF THE COMPANY
ARARERFBEARBEEEERR Of the consolidated loss attributable to owners of the Company
369,890,000 L (=& —ZFF : of HK$369,890,000 (2010: HK$17,241,000), a loss of
17,241,000 7T) + 148,412,000/ 7T 2 & HK$148,412,000 (2010: HK$9,198,000) has been dealt with
B(ZZ—Z4F : 9,198,000/ T) ERA in the financial statements of the Company.
NElZ B RERANEE -
11. R & 11. DIVIDEND
—E——fF T —EF
2011 2010
FTExT T
HK$’000 HK$’000
EERFPHKRE : & Interim dividend declared of nil
—E 25 (2010: HK$0.012)

& HZ0.012/87T) per share - 9,775
BEfERENBE_T——F=A=+ The Directors do not recommend the payment of a final
—BLHFEZREARE (ZZE—ZF : dividend for the year ended 31 March 2011 (2010: Nil).
=) o
==

12. BREE 12. LOSS PER SHARE

SREREIEERNFEEARNN R E R The calculation of basic loss per share is based on the loss for
B AJE{H E518369,890,0008 L (ZF—F the year attributable to the owners of the Company of
F 117,241,000 7T) K FARNE BHITER HK$369,890,000 (2010: HK$ 17,241,000) and the weighted
1% &9 hn 4 - 5 £15,540,828,000/% (== — average number of ordinary shares in issue during the year of
T4 : 808,397,0000%) 5t & - 5,540,828,000 (2010: 808,397,000).

AR AT IR 2 (A0 5227 (d) T Diluted loss per share is not presented as the impact of the
B) R ARITE 2 BEARAE (M3 1A Convertible Note as disclosed in note 27(d) and the
B)HAMEINEREABEEGREE outstanding share options as disclosed in note 31 had an anti-
TE - Bt RS GRS EE dilutive effect on the basic loss per share presented.
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NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

13. EEREREEAEMH 13. DIRECTORS’ AND SENIOR

i MANAGEMENTS’ EMOLUMENTS
(a) EEME (a) Directors’ emoluments

—E—-& 2011
BTES Executive Directors
Rk % & Mr. Yuen Chow Ming - 1,274 - - 1,274
RERLE Mr. Yuen Wai Keung - 1,754 12 2,233 3,999
BRELE Mr. So Yiu Cheung - 1,274 12 - 1,286
RENLE Mr. Cheung Chi Man, Dennis - 1,184 12 - 1,196
{EE LA (F3E()  Mr. Ho Hin Hung, Henry (note (1)) - 1,650 12 1,051 2,713
MEE A (BFEG)) M. Lim Siong, Dennis (note (if)) - 1,909 82 2,233 4,224
BB LA (M3E()  Mr. Wong Tak Chung (note (if)) - 450 9 2,233 2,692
Enebish Burenkhuu M. Enebish Burenkhuu
oA (R EEG) (note (ii)) - 373 7 263 643
P{RfE S A (H3E(i)  Mr. Leung Chung Tak, Barry (note (iii)) - 58 1 - 59
BUFHTES Independent Non-Executive Directors
RUINBHE (M (v)  Professor Leung Yee Tak (note (iv) 70 - - - 70
BRREE Mr. Liao Cheung Tin, Stephen 120 - - 131 251
ETYEE(MEEWV)  Mr. Tam Tsz Kan (note (v) 49 - - 131 180
B8 % 4 (BFEE()  Mr. Chan Sai Kit, Kevin (note (vi)) 50 - - - 50
T A %A (HEi)  Mr. Wong Lap Shek, Eddie (note (vii)) 56 - - - 56
345 9,926 147 8,275 18,693
—E-BF 2010
BTES Executive Directors
BB LE Mr. Yuen Chow Ming = 1,159 = 144 1,303
RERLE Mr. Yuen Wai Keung = 1,639 12 145 1,79
HIBR R Mr. So Yiu Cheung - 1,159 12 144 1315
RENLE Mr. Cheung Chi Man, Dennis = 1,090 12 - 1,102
mMEEL A () Mr. Ho Hin Hung, Henry (note (i)) - 82 = = 82
BUFHTES Independent Non-Executive Directors
2P\ EAR Professor Leung Yee Tak 120 - - 86 206
BRREE Mr. Liao Cheung Tin, Stephen 120 = = 86 206
TuREE Mr. Wong Lap Shek, Eddie 90 - = 86 176
1A% 5% (FEE(ii)  Mr. Sun Bo Quan (note (viii)) - - _ _ _
330 5,129 36 691 6,186
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NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

13.EEREREEASH 13. DIRECTORS’ AND SENIOR

& ) MANAGEMENTS’ EMOLUMENTS
(Continued)
(a) EEME » (a) Directors’ emoluments (continued)

FIEE - Notes:

(i) R-ZE—ZF=-A+HBEZ (i) appointed as an executive Director on 15 March 2010
TEHITESE IR _T—— and re-designated to a non-executive Director on 28
FOA=Z+N\BRATENTE April 2011.
=

(i) RZZE—TFXATLHEZ (i) appointed on 17 June 2010
£

(iii) R-ZTE——F=F+MNBEZ (iii) appointed on 14 March 2011
£

(iv) R-ZE—ZF+A=+—B% (iv) resigned on 31 October 2010
£

(v) R-ZE—ZF+A—HEZE (v) appointed on 1 October 2010

(vi) RZE—ZTF+—A—HEZ (vi) appointed on 1 November 2010
£

(i) R-ZE—ZFALA=THHET (vii)  resigned on 30 September 2010

(vii) RZZEZNFMA—HEITE (viii)  resigned on 1 April 2009

MEESNEIRABREHE_S No Director waived or agreed to waive any emoluments

——FR-ZE—FTF=A=+—H in respect of the years ended 31 March 2011 and 2010.

LFFEEZEAME -
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NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

13. EEREREEAEMH 13. DIRECTORS’ AND SENIOR

€ @ MANAGEMENTS’ EMOLUMENTS
(Continued)

(b) AEEZEHFAL (b) Five highest paid individuals
REBREESFATERERS The five highest paid individuals in the Group included
(ZE—ZF . WA EE - Efie five (2010: four) Directors whose emoluments have
BEREXEE HE-T—ZTF= been disclosed above. For the year ended 31 March
A=1+—HIEFE BN THT— 2010, the emoluments paid to the remaining one
BERFHFESAT ST ! highest paid, non-Director individual is as follows:

e EEREMERN Salaries, allowances and
benefits in kind - 1,203
RRAE N E B Retirement benefits scheme
contributions - 12
VA 3 45 B 30 LA RR 17 Equity-settled share-based
Sz wE compensation - 36
- 1,301
BE_Z-—ZTF=-A=1+—HILHF For the year ended 31 March 2010, the aggregate
B Eli—Z5aFEEEALTZ emoluments of the above one highest paid,
e RN T T3 EE - non-Director individual fell within the following band:

1,000,001 % 1,500,000/ 7T HK$1,000,001-HK$1,500,000 - 1
REE-_Z——FR-_ZT—FTF= During the years ended 31 March 2011 and 2010, no
A=+—HIEFER  ANEEWE emoluments were paid by the Group to the Directors
MESHEMARTRESHT AT or any of the five highest paid individuals as an
ERHE - tERBEREMALRSE inducement to join or upon joining the Group or as
B REMAREE % 2 2B 1 compensation for loss of office.

REEEAEE o
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NOTES TO THE FINANCIAL STATEMENTS

BHE—

T ——4F = J=+—HIF/Z For the year ended 31 March 2011

14. 1% - BERRE

108

A EH

14. PROPERTY, PLANT AND

EQUIPMENT

The Group

RZZENEZA=1-A At31 March 2009
HA Cost 1,360 8,139 4,369 25,486 19,569 7,754 - 66,677
ESEiE Accumulated depreciation 45) (2968) (2,170) (11,446) (13,227) (236) = (30092)
EEFAE Net carrying amount 1,315 5171 2,19 14,040 6,342 7518 - 36,585
REFE Net carrying amount
RZZENERA-A At 1 April 2009 1315 5171 2199 14040 6,342 7518 - 36,585
WE Additions - 1,777 1,106 20,470 4173 - - 21,526
HE Disposals = (417) - (655) (15) - - (1,087)
bt Depreciation (51) (1,010) (759) (4,534) (2.211) (333) - (8958)
EHBE Exchange realignment 4 2 - - - 2 - 8
K-5-ZF=f=1-H At 31 March 2010 1,268 5523 2,546 29,321 8229 7207 - 54,004
RZ5-%5=A=1-A At 31 March 2010
B Cost 1576 9,107 5475 4414 23,688 7719 - 91,839
ZithE Accumulated depreciation (308) (3584) (2929) (14,89) (15,459) (572) = (37,745)
REFE Net carrying amount 1,268 5523 2,546 29321 8,229 7,207 - 54,004
REFE Net carrying amount
K-E-ZERA-R At 1 April 2010 1,268 5523 2,546 29,321 8,229 7,201 - 54,094
FRERANE (H33) Acquisition through business

combination (note 33) 5578 474 - 918 6,398 - - 13,368
EREHRRIEEAE Transfer from exploration

(Hf3£19) and evaluation assets (note 19) - = - = - = 15,191 15,191

RE Additions 11,010 2,005 236 7,275 3,018 - 17,757 41,301
e Disposals - (430) (213) (1,577) (862) - - (3,082)
il Depreciation (216) (1,179 (697) (5,998) (3,025) (343) = (11,458)
e Impairment (247) (137) - - - (139) - (1,776)
ERAE Exchange realignment 898 68 = 339 1,043 327 2,112 4,787
R-E--£=A=+-H At 31 March 2011 18,291 6,324 1,872 30,278 14,801 5,799 35,060 112,425
R-E--E=A=+-H At 31 March 2011
A Cost 19,118 11,084 4872 48820 31,612 8,136 35,060 158,702
2 TERAE Accumulated depreciation

and impairment (827) (4,760) (3,000) (18542) (16,811) (2,337) - (46,277)
REFE Net carrying amount 18,291 6,324 1,872 30,278 14,801 5,799 35,060 112,425

RRZEESN AT REE W ARE B

WY ERBESREEEFELNE -

No depreciation for mine development assets was provided
for as the production of the coal mine site has not yet
commenced in this financial year.

EHREEEAER2AT | Mongolia Investment Group Limited



B I5 R R M

NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

14. % - MERRZRE @ 14. PROPERTY, PLANT AND
EQU'PM ENT (Continued)

Yz - BB NEENREFEEE NI The net carrying amount of property plant and equipment
MEHEFARBCEENSE includes the following amounts in respect of assets held under
finance leases:

B Motor vehicles 855 1,565

AEEVMENFEEFEI>TAT ! The analysis of the net carrying amount of the Group’s
properties is as follows:

TE B AN [ LA Outside Hong Kong, held under
FHEERHR medium-term leases 19,155 1,408
T3 & IBAT G ER (D ¢ Representing:
BT Buildings 18,291 1,268
FEf LA E A (Bi5E15)  Prepaid land lease payments (note 15) 864 140
19,155 1,408

—Z——F %3 | Annual Report 2011 ].09



B I5 R R M

NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

15. L EHERE 15. PREPAID LAND LEASE PAYMENTS

HIFIEREF B Opening net carrying amount 140 145
BBEEE G Acquisition through business combination

(FMI3E33) (note 33) 675 =
NE Addition 189 -
5y Amortisation (279) (6)
PE i & Exchange realignment 139 1
BAR AR EDFE Closing net carrying amount 864 140
DT Analysed into:
FTAGERENEE Non-current portion included

EM BN EB 1D in non-current assets 630 138
ARBEER Current portion included

mBEb o (FF7E23) in current assets (note 23) 234 2

864 140
16. i & 2 A 16. SUBSIDIARIES

RHBRRZEE Investments in subsidiaries

IE ETRRD - IR Unlisted shares, at cost 2,020,848 139,228
o BB RS Less: Provision for impairment (74,168) -
1,946,680 139,328

NI B Amounts due from subsidiaries
(2% Cost 440,187 196,364
B R ERE Less: Provision for impairment (15,777) =
424,410 196,364
FESTB B A R FIE Amounts due to subsidiaries 6,757 6,758
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NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

16. M{t%i\\ﬁj (&) 16. SUBSIDIARIES (continued)

GER

N FEAT P A B FR TR IER - B RA

B EE

RZB——F=A=+—HAZMBRAF

Notes:

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

Particulars of the subsidiaries as at 31 March 2011 are as

BT - follows:
aMAL/
T2 B BBTR ity ¢
Place of HBERA Attributable EEEBERLLHY
% incorporation/ Issued and equity  Principal activities and
Name registration paid up capital interests held  place of operation
EREGRER
Interests held directly
WEERERAR RERTES 1E (BAR) 100% EBEEREREZER
Rich Path Holdings Limited British Virgin Islands US$1 Investment holding in
(ordinary share) Hong Kong
BELFEED
Interests held indirectly
REKBRBEIRERAA &5 68,800,000/ 7 (L@ K%) 100% EEARSTIAIRABEH
Ming Hing Waterworks Hong Kong HK$68,800,000 Civil engineering contracting
Engineering Company Limited (ordinary shares) business in Hong Kong
RETAIRERAAF B 5,015,000/ 7 (L@ R) 100% EEARSTIAIRABEH
Ming Hing Civil Contractors Hong Kong HK$5,015,000 Civil engineering contracting
Limited (ordinary shares) business in Hong Kong
BHRAERLA EiE 2,100 7 (EaMmk) 100% ABEBIAIREADER
Dominic Science & Technology Hong Kong HK$2,100 (ordinary shares) RERIT IR RS
Limited Provision of technical support
services on civil engineering
contracting business in
Hong Kong
DST Engineering Supplies 58 10057 (EaER) 100% EEL%
Limited Hong Kong HK$100 (ordinary shares) Inactive
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NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

16. Bﬁ%i\\ﬁl (#) 16. SUBSIDIARIES (continved

BEsEEE (8)
Interests held indirectly
(Continued)

RETR (B ERAF B 10087 (LiBkR) 100% EEEx
(FIBIHREBBE Hong Kong HK$100 (ordinary shares) Inactive
BB AEI)
Ming Hing Engineering (HK)
Company Limited (formerly
known as “DST Pipe Rehab
Limited”)
REK S D TER %% EEFEREIAIRABER
Ming Hing - INFO JV Hong Kong N/A Civil engineering contracting
business in Hong Kong
REKH (FR) ERAR XERNES 100% 7T (@) 100% EBEBARERELR
Ming Hing Waterworks British Virgin Islands US$100 (ordinary shares) Investment holding in
(Qingyuan) Limited Hong Kong
REEKERELR RERUES 100% 7 (@) 100% EBEERBEREER
BRATF British Virgin Islands US$100 (ordinary shares) Investment holding in
Ming Hing Water Treatment Hong Kong
Engineering (PRC) Limited
REKE (EM) BRATF RERNEHS 100% 7T (@) 100% Emex
Ming Hing Waterworks British Virgin Islands US$100 (ordinary shares) Inactive
(Leizhou) Limited
REKE (BE) FRAF RERNES 100% 7T (E&AR) 100% EREg%
Ming Hing Waterworks British Virgin Islands US$100 (ordinary shares) Inactive
(Nanning) Limited
REAH (ET) FRAR RERNES 100% 7T (&) 100% Em=Z%
Ming Hing Waterworks British Virgin Islands US$100 (ordinary shares) Inactive

(Guiping) Limited
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BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

16. Bﬁ%i\\ﬁl (#) 16. SUBSIDIARIES (continved

BEEERER (8)

Interests held indirectly
(Continued)

Brave Lion Investments Limited ~ EBREZES 100% 7 (LiBk) 100% TEEARSREZER

British Virgin Islands US$100 (ordinary shares) Investment holding in
Hong Kong

BERMHE A RKFHE el 1,367,670% 7 100% ERERmEEREER
BRAF (i) PRC US$1,367,670 Investment holding in

BEMATEB RAH Mainland China
BRAF (note (a))

VB BT A 0 R R B i AR #9,600,0007C MiEE(b)  HAkER
BRKBR AR (FifE PRC RMB9,600,000 note (b)  Water supply business
[ RRIR 3 &

BRKERDA])

VB T T 80 R R B S Rk
FRAE (fomerly known
as AR RIRE E B RK
BRAR)

ENMTERRREGEES i AE#1,000,0007C 100%  EEFHEER
BRAR (i) PRC RMB1,000,000 In the process of de-registration

EMTERRREEES
BERADA (note (a)

REERK (FE) il 1,282,343% 7T 100%  EEFHEER
BRAF (i) PRC US$1,282,343 In the process of de-registration

REBRK (FE) FRAR
(note (a))
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NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

16. Bﬁ%i\\ﬁl (#) 16. SUBSIDIARIES (continved

BEsEEE (8)

Interests held indirectly
(Continued)

FHREAREERAR REANES 1,000% 7T 100%  HERK
(B78 [Well Delight British Virgin US$1,000 Investment holding
Holdings Limited]) Islands

Mongolia Investment Group
Limited (formerly known as
“Well Delight Holdings

Limited”)
Central Asia Mineral N 73,064,000% T 100%  ®EER
Exploration Pte. Ltd. Singapore US$73,064,000 Investment holding
Camex LLC SHE 12,000,000E 1% £ 100% HAERHERFBEEERORE
Mongolia MNT12,000,000 Mix & ER
Mineral resources exploration
and investment holding in
Mongolia
Kares B 11,640,0008 18 272 0% HAEEFHBERERELARDE
Mongolia MNT11,640,000 Mineral resources exploration
in Mongolia
TNE Ealc 10,000,000B11& £ 572 100% EFEERSREES
Mongolia MNT10,000,000 Mining business in Mongolia
Camex GT LLC =t 100,000E/18 27 100% EEER
Mongolia MNT100,000 Dormant
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NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

16. Bﬁ%i\\ﬁl (#) 16. SUBSIDIARIES (continved

BErFER (8)
Interests held indirectly
(Continued)
Grand Title Limited RERIHS IE 100%  RERR
British Virgin Islands US$1 Investment holding
Grand State Holdings Limited ~ KERZES IE 100% WEERE
British Virgin Islands US$1 Property investment
Chance Wealth Holdings KERTHES IE 100% EEEH
Limited British Virgin Islands US$1 Dormant
MIG Management Services B 13T 100% REEERHK
Limited Hong Kong HK$1 Provision of administrative
services
SAREERERAR Bif & 100% EBE£K
Mongolia Investment Holdings ~ Hong Kong HK$1 Dormant
Limited
PR EE Notes:
(a) ZEARBREBERBEEEFMAINE (a) These companies are registered as wholly foreign owned
ES enterprises under the PRC Law.
(b) AEEFHZA vl & 2498.96%# (b) The Group has 98.96% interest in the registered capital of
25 BHEDEZ A FI85% % M & the entity and is entitled to share 85% of the profit or loss of
8 - the entity.

—Z——F %3 | Annual Report 2011 ]. 15



B I5 R R M

NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

17. &8 17. GOODWILL

HBEAGUES (B15E33)  Acquisition through business

combination (note 33) 33,701 -
b 5 8 Exchange realignment 1,805 =
B Impairment (35,506) =
BAR AR EDFE Closing net carrying amount - =
HESREBHAIRP IR REELES Goodwill is allocated to the cash generating unit (“CGU”) from
U ((BEELEEN]) - ZT—TF A+ which it is expected to benefit. Goodwill arising from the
+ B UYBEMongolia Investment BVI (Ff:E1) Acquisition of Mongolia Investment BVI on 17 June 2010 (note
FEA 2 HEE S RERERIRESE 1) has been allocated to the CGU of TNE Mine within mining
THIRSELBMTNEEST - ME IR and exploration business. The carrying amount of goodwill is
HEDCZHEBE @ £ PEEHRWE fully impaired as further disclosed in note 19.

19 e
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B I5 R R M

NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

18. BRIEHE R 18. MINING LICENCES

EEEHRRAHEE Transfer from exploration

(KF3E19) and evaluation assets (note 19) 2,259,371 =
NE Additions 50 -
b H S Exchange realignment 118,227 =
BRAYBREFE Closing net carrying amount 2,377,648 =
M RR3E A BRI A 5 & B Tur 83 Bayangi /R #) Licences represent the carrying amount of four mining rights
TR EMN AR Tugrug Valley © B Z M & in respect of a coal mine located in Tugrug Valley within the
L14REZ EERNMIERERE 2 RE administrative unit of Bayan Soum of Tur Aimag in Mongolia
ERC covering area of 1,114 hectares in aggregate.
BEZSEAFEMCTHEBES T Pursuant to the Mineral Law of Mongolia which was adopted
B2 BB B X B30T - IR R in 2006, mining licence is granted for an initial period of 30
BH AR EERFEERMK - §IR20F - years and holder of a mining licence may apply for an extension

of such licence for two successive periods of 20 years each.

HERZERSEN AT RFE MRRE No amortisation for the mining licences was provided for as
I I 4 S R R PR L S o the production of the coal mine site has not yet commenced

in this financial year.
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B I5 R R M

NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

19. IR RAEEE 19. EXPLORATION AND EVALUATION
ASSETS

BAEBE O Acquisition through business

(Bf5E33) combination (note 33) 2,406,201 23,230 2,429,431
hE Additions 757 11,893 12,650
RE (B =EG)) Impairment (note (i)) (353,399) — (353,399)
EEEYE  BER Transfer to property, plant

=il IR R and equipment /mining licences

(MF7£14/18) (note 14/18) (2,259,371) (15,191) (2,274,562)
b 5 S Exchange realignment 211,553 2,466 214,019
R-ZE——F Carrying amount at

ZA=t+—HBRZEREE 31 March 2011 5,741 22,398 28,139
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B 3% SRR BT R

NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

19. B RFFMEE @

AEB %)

(i)

TNERSS B R R ET i B ER B
HEBRE(WE - BEREHE]
[EREERE R ATETTIRER T © #1T
BEARE ARREECZES
SH{ERD - AEEETNERRS 2 AJ 4R
El&% - ERNTNERES 2 H IR
ik ERERA R EREEXAE
FETNERESS 2 Pl Uk [el & 58 - I F
BRRESRE ((MEREESRE]) H
e MRBEREDMEBS AT
SR EELETNERS AR BRI
AZBR - 12FULtE-_T—=
FFEA 2 BRRIR S MED TR
REmETER - HACRESREE
AR R 520.04% - BEEFRE
B - (FAIEFSE SR « MmN
HFEHESK AR EBITEEAR
# - UIREABFEEER 2 BUE
BRAPBER S ETAR SR
BT BTBRERE  2ZREK
B RSB RER TS Z IR o

19. EXPLORATION AND EVALUATION
ASSETS (Continued)

The Group (continued)

(i)

Z—Z——% %% | Annual Report 2011

The exploration and evaluation assets of TNE Mine are
subject to impairment review immediately before their
transfer to “Property, plant and equipment”/“Mining
licences”. In performing the impairment testing, the
Directors of the Company have engaged an
independent valuer in determining the recoverable
amount of TNE Mine. Given the current development
status of TNE Mine, the management has determined
the fair value less costs to sell of TNE Mine to be its
recoverable amount, which is derived by using a
discounted cash flow (“DCF”) analysis. The DCF
analysis has incorporated assumptions that a typical
market participant would use in estimating TNE Mine’s
fair value. The DCF analysis uses cash flow projection
for a period of over 12 years up to 2023 and the
discount rate applied to the cash flow projection is
20.04%. In determining the discount rate, the weighted
average cost of capital was used, which is determined
with reference to the industry capital structure based
on the figures of similar publicly traded companies in
the stock exchanges of Hong Kong and the PRC with
mining projects. For the estimation of inflation rate,
the local provincial economy, the PRC economy and
the coal market are taken as reference.
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NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

19. B RFFMEE @

AEB %)
G

SHETNERES 2 A R ERHEKA
REAZEM T EZRKRBE

(a) TEFEEDNREBEEEEH
EZBRZHREEE - B
SERINERSRELE
EREMREIREN — 3
- RBEBZHRE > B=
ERZEEFEZ W
ERERRAHBEANMHE
g HERAXERBBEIH
HE(EEIHE) -

(b) KREEBNSEAERZ
MZEREE - B={EK
nELAFEZEETHE
®R12% @ BREEMNA
LBmIS5ERBERT - RE
MEF+ERDELEF
B FHEEEALKRE
—EREEEFELZM
& TEERBIMSE
EERERRMAB - BF
NEAK s ELEFEETRA
PEHTREER  &E
FREFRE °

120

19. EXPLORATION AND EVALUATION
ASSETS (Continued)

The Group (continued)

(i)

(Continued)

Other key assumptions used in the calculation of fair
value less cost to sell of TNE Mine include:

(a)

The estimated production volumes are based
on the mine plans agreed by the management
which take into account development plans for
TNE Mine as part of the long-term planning
process. Based on the mine plans, revenue is
mainly attributable to local sales in Mongolia in
the first three revenue-generating years and to
overseas sales, mainly in the PRC, thereafter.

Coal sales prices are determined with reference
to the market available information. The average
increment in sale prices for the first three
revenue-generating years is 12%, which is in
line with the comparable market information in
Mongolia. The average sale price in the forth to
seventh revenue-generating years is expected
to be a double of that for the first three revenue-
generating years due to sales of higher quality
coal to overseas markets. Sales prices since the
eighth revenue-generating year are kept
constant throughout the remaining forecast
periods.
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B 3% SRR BT R

NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

19. B RFAREE @

AEB %)

(i)

(&

() AEBEgEMEYHRERR
ETEYIR BT -

DEETNERS 2 B8 (HEL7) ik
EE M TNERES & EFERMEL
#FE/51,997,100,000% 7 © &5
BRTINERES 2 7] W E & 5HE
1,696,500,0007% 7T * #& 5K 8 (B &3
#8300,600,000/ 7T BB EH
TE2RERAITER B ;M E A
FoKIGERER MBERERNE
Hi - ERCTNERRS R B A At 8
FEIR - PARTNERSS 2 ¥ 1551 815k
2o BEERMSREELEST
B - ERERENRENRTE
FRAFEHRAMTS - AR
ERFEARSMAFEARK - TNE
35 2 Al Bl SRR TRRE < T 38 o

ZREBEE SO RAMREE 2
B 835,500,000/ 7T » #BHE 2
265,100,0007% 7T Bl 70 8 H &) 15 &
ST B E AT B LAMUR TNE T35 5%
B ISR 2 BE (BIRE R 2 RE
{8353,400,000/% LK S Fi 75 5 2
88,300,000/ 7T) °

19. EXPLORATION AND EVALUATION
ASSETS (Continued)

The Group (continued)

(i)

Z—Z——% %% | Annual Report 2011

(Continued)

(c) The Group is able to renew and apply for
extension for its mining licences.

The aggregate of the carrying amount of goodwill (note
17) allocated to TNE Mine and the carrying amount of
the net assets of TNE Mine is HK$1,997.1 million,
which is higher than recoverable amount of TNE Mine
of HK$1,696.5 million, resulting in an impairment loss
of HK$300.6 million. The impairment loss is primarily
due to unforeseeable technical causes and the required
time for water management program was longer than
expected, resulting in the delay in the overall production
schedule of the TNE Mine and the changes in the
business plan of TNE Mine. Coupled with certain
subsequent changes in market condition, the
management has resolved to concentrate on local
market in the early years of production. The above
factors have resulted in downward adjustment on the
estimated net cash inflows and hence the recoverable
amount of the TNE Mine.

The impairment loss is firstly allocated to write down
the carrying amount of the goodwill of HK$35.5 million
and the amount in excess of HK$265.1 million is
allocated to write down the value of the coal mining
licences held by TNE before being transferred out of
exploration and evaluation assets, which represents the
carrying value of the coal mining licences of HK$353.4
million offsetting with the tax effect of HK$88.3 million.
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NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

19. B RFAREE @

AEB %)

(i)

(iii)

(iv)

122

R-T——F=ZA=+—HZER
ERE /WESHEEEES - i
MEERE TRz HiRER
B ZN o Camex LLC K Korest &
ZHFEERBETHEE

J MIEsE TURR G E
Gobi-Altai &z Zavkhan (5 7]
BENLI4L4 0160 E K
15,517 AH) 2B & & Kifl
BEE MR ZBIFE
BB R

. SEBRURES
DundGobiBEM®EE &
14,087 R B 2 B 2 #1F
R o

BRER _ZTNFRA RS ER
BEE - TR 2 B RE RV R
=F  BWRERSBEAEERF
BHIMR  BR=F-

Hi =2 EME R IEK
AR ZEIRETIRESZ
A - BERERTEEEZK
A RIBFHE KA TR T A
TEEEZRA - ARITEREE
BB EEE TR -

R-E——F=A=+—BZ®HK
KA EESBISETH 2 BKA
B - BEZNE - SIEEATRE
RAERMEBE LBERE -

19. EXPLORATION AND EVALUATION
ASSETS (Continued)

The Group (continued)

(ii)

(iii)

(iv)

Licences as at 31 March 2011 represent the cost of
obtaining/acquiring exploration licences to certain area
in Mongolia with gold, copper and coal deposit. The
exploration licences which are held by Camex LLC and
Kores comprise the followings:

o Four exploration licences in respect of gold and
copper deposits located in certain areas of Gobi-
Altai and Zavkhan, Mongolia covering
approximately 44,016 hectares and 15,517
hectares respectively; and

o Three exploration licences in respect of a coal
mine located in DundGobi, Mongolia covering
an area of 14,087 hectares in aggregate.

Pursuant to the Mineral Law of Mongolia which was
adopted in 2006, exploration licence is granted for an
initial period of three years and holder of an exploration
licence may apply for an extension of such licence for
two successive periods of three years each.

Others mainly comprise geological and geophysical
costs, costs incurred for drilling, trenching and
excavation works, costs incurred for sampling and
laboratory works, costs incurred for evaluation such
as environment assessment and feasibility study, as
well as depreciation and labour costs directly
attributable to the exploration activities.

The amounts of exploration and evaluation assets as at
31 March 2011 represent active exploration projects.
Based on the assessment of the Directors, there are no
indications of impairment regarding the respective
projects.
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B I5 R R M

NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

20. AN RIERRE 20. PREPAYMENTS AND DEPOSITS

REFMRME N 2i&EE Deposits paid for technical know-how 4,038 =

REFIRMIT 2% - THissEEEA Deposits paid for technical know-how represent payments to
BB E RN TR Z BT - mm a supplier for the transfer of technical know-how which is to
HEFSTNZHE RZE——F=f= be used in a processing plant for smokeless fuel product. As
+—H - BRI ETRT Al kR 5 at 31 March 2011, certain conditions as set forth in the licence
2B TR RREER - Rt BRI KT 282 agreement signed with the supplier have not yet been fulfilled
B R ARTTK o and accordingly, the transfer of the technical know-how is not

yet completed.

21. 7§ 21. INVENTORIES

R R R AL PR G — FR AR AR Raw materials and supplies — at cost 58,976 24,495

—Z——F 5% | Annual Report 2011 ].23



B I5 R R M

NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

22. T RIRBEHW 22. CIVIL ENGINEERING CONTRACTS

5 FTEE Z AN Costs incurred to date plus
[BEEy il recognised profits 3,185,903 2,600,011
WS 2 ERFIA Less: Progress billings to date (2,947,779) (2,371,300)
238,124 228,711
EREF&HITENRIEA Amounts due from customers of
contract works 238,124 232,271
ENRFPAELTIERKIE Amounts due to customers of contract works - (3,560)
238,124 228,711
ATEIARIBEHZMEREDER TR The proceeds on certain civil engineering contracts have been
17 E—TFBHNMEE27() © pledged to banks as further detailed in note 27(a).
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NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

23. EF R HAMEWRKIE - 23. TRADE AND OTHER
BARERRE RECEIVABLES, PREPAYMENTS
AND DEPOSITS

B 5 W sRIE (s (a)) Trade receivables (note (a)) 14,772 53,228
FEUR B 5B (M5 (b)) Retention receivables (note (b)) 31,851 28,281
FEf LA EFAE (B15E15)  Prepaid land lease payments (note 15) 234 2
FENZERIES Prepayments and deposits 19,775 14,224
Hoh fE Wk IE (B RE(c) Other receivables (note (c)) 33,834 35,104

100,466 130,839

oo AFERBEEE N2 Less: Retention receivables included

FEUIR B 5B under non-current assets — (6,680)
100,466 124,159
Bt 5 Notes:
(a) RERAPREREZEZRHNESE (a) The ageing analysis of trade receivables (based on invoice
WORIE 2 BRIR D ATIA T date) as at the end of the reporting date is as follows:

=@AR Within 3 months 14,769 53,225
+tE=NM[EA 7 to 9 months — 1
—&FE Over 1 year 3 2

14,772 53,228
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NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

23. EZ R HMEWIE -
ARFERES @

MisE : (88)

(a)

126

23. TRADE AND OTHER
RECEIVABLES, PREPAYMENTS

AND DEPOS |TS (Continued)

(&) (a)

BTAHTIREEP ZEEHBERI0
E60H - AN TRREHELEREN
KB THAEBEPZERERBE
/308 °

RNE2mEHARBEER R ERER
BEFTRENE S EKRRBZ RKD
W -

Notes: (Continued)

(Continued)

Credit period granted to customers of contract works is
normally 30 to 60 days. Application for progress payments of
contract works is made on a regular basis. Credit period
granted to customers of water supply business is normally
30 days.

The ageing analysis of trade receivables that are neither
individually nor collectively considered to be impaired as at
the end of each reporting date is as follows:

19 4 260 HA SR (B Neither past due nor impaired 14,769 53,225

B BB AR BRI E Past due but not considered impaired
tEZNEAR 7 to 9 months - 1
—F LA E Over 1 year 3 2
14,772 53,228

REREANEZRUAHAETERE
RHEIATEAONREREETE
R - RS EERETEM,#
BREALE ZEFPEUAAEER
SHEERL - WEERNRLH -
HAit  EEERRBARBE_—T—
—F=ZA=t+—HZEZEREFIAE
HOBRE R o AREI Bt % EH 5%
FAEMGD -

Trade receivables as at the reporting date mainly derived from
provision of maintenance and construction works on civil
engineering contracts. The related customers are mainly
government departments/organisations and reputable
corporations. These customers have established good track
record with the Group and have no history of default payments.
On this basis, the management believes that no impairment
allowance is necessary in respect of the trade receivables as
at 31 March 2011. The Group does not hold any collateral
over these balances.
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NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

23. EZ5 R HEWFE
ENBEREE @

Fi i

(b)

(c)

(d)

(&)

ENIREFENZRBSNIEEE
Nz REMERBE L FIRIBRABE
RBMEZIEREZR - REMBEH - R
845,372,000 L (Z T —ZF :
12,108,000 7T) Y BR #e /& — 5 sk LA
A - E R 4E$£26,479,000/ T (ZF—
T4 1 16,173,000 7T) MRk B —F
LAE - HA108,000/8 B @ iR E —
F(ZZT—ZF : 586,000/ i i
HBB=EA) - RBLEZEREKBT
W, RERERCERE - ZER
FEAEERGHEERI - WEE
RIS - At - EBRERBEA
HEE—T——F=A=+—HKE
R BB SRIBE R E RS - REEY
ERZEERTAERR -

RZE-——F=A=+—HWHME
WHBRETERXNTFTEEDBRENE
MR AEFERZENBHEELR
HIRBHE  MRSEHENAEEIRE
T BIRY - S EIER L - Fit -
BA % FEARELRERE -

BEERR B RAMBEGIR (T8
MR EHR) 2 REEEE R AE
HE ARAZEHRFRELARFHER
R-ZE——F=A=+—HEKRRE
TIBZ A EfhE 431,576,000/ 7T
(ZZ—F4% : 27,650,000%7T) ° A
REDEBEAIELBREMTAZT
SHNERFBREZBERETE °

23. TRADE AND OTHER
RECEIVABLES, PREPAYMENTS
AND DEPOSITS (Continued)

Notes: (Continued)

(b)

(c)

(d)

—Z——F 5% | Annual Report 2011

Retention monies withheld by customers of contract works
are released after the completion of maintenance period of
the relevant contract or in accordance with the terms specified
in the relevant contract. As at the reporting date, retention
monies of HK$5,372,000 (2010: HK$12,108,000) was aged
one year or below and the remaining balance of
HK$26,479,000 (2010: HK$16,173,000) was aged over one
year, of which HK$108,000 was past due for over one year
(2010: HK$586,000 was past due for less than three months).
Retention monies are mainly due from government
departments/organisation and reputable corporations. These
customers have established good track record with the Group
and have no history of default payments. On this basis,
management believes that no impairment allowance is
necessary in respect of the retention receivables as at 31
March 2011. The Group does not hold any collateral over
these balances.

Other receivables as at 31 March 2011 mainly comprise the
advance payments to the principal sub-contractors. The
Group has established long business relationship with these
sub-contractors which provide on-going sub-contracting
services to the Group and have no history of default payments.
Accordingly, impairment allowance is not necessary in respect
of these balances.

The Directors consider that the carrying amount of trade and
other receivables excluding retention receivables approximate
their fair values because these balances have short maturity
period on inception.

The fair value of the retention receivables as at 31 March
2011 was estimated to be HK$31,576,000 (2010:
HK$27,650,000). The fair value is determined based on cash
flow discounted at market interest rates of comparable
financial instruments.
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NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

24. EERBRITER 24. PLEDGED BANK DEPOSITS

F1EE TIRITE R (M £27(a)) Bank deposits pledged against certain
KB 2R F (B 3E36) bank loans (note 27(a)) and
Wit ARENEE 2 R771F5  performance bonds (note 36)

included under current assets 32,501 35,320
BIRRRIT R BT AEMN - WIRE Pledged bank deposits are all denominated in HK$, earn
EEMEOOIEROIIE(ZE—FF ¢ interest at fixed rate ranged from 0.01% to 0.11% (2010:
0.01E=0.12E) BEA B - FHAEREAR 0.01% to 0.1%) per annum and have maturity period of
(Z=—Z=F: —@R)IH - EFERE two months (2010: one month) on average. The Directors
HRZERTERAESHER  AEE consider that the carrying amounts of these bank deposits
ZEEEEALERES - approximate their fair values because of their short maturity

period on inception.

25. RITEEFERES 25. CASH AT BANKS AND IN HAND

RITETRRE Cash at banks and in hand 244,827 83,407
RHRITER Short-term bank deposits 45,839 5,906
290,666 89,313
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NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

25. RITEERE € » 25. CASH AT BANKS AND IN HAND

(Continued)

RITEFREAR Cash at banks and in hand 126 1,443

RZE——F=ZA=+—H8 UARK As at 31 March 2011, cash balance of the Group denominated
(TAREDINENAEBRSER A in Renminbi (“RMB”) amounted to HK$7,221,000 (2010:
7,221,000 L (ZZE —Z4F : 7,278,000 HK$7,278,000). RMB is not freely convertible into other
BIL) c ARBATERLBRAHME currencies. Under the Mainland China’s Foreign Exchange
s o ARIR AP B A 3 Y SN B B A A R A Control Regulations and Administration of Settlement, Sales
- SERNESERE AEEBES and Payment of Foreign Exchange Regulations, the Group is
BAEETINEEBHIRITHEARE L permitted to exchange RMB for foreign currencies through
RN o IRITREFRE BRITEFRFET banks that are authorised to conduct foreign exchange
B2 2T R BEA B - business. Cash at banks earns interest at floating rates based

on daily bank deposit rates.
26. EZ R HMEMARIE 26. TRADE AND OTHER PAYABLES

B RAMENFIEFE (BRERERH Details of the trade and other payables including the ageing
B SR RBZERDM AT : analysis of trade payables (based on invoice date) are as follow:

H 5 S RIBARER Trade payables aged
=@AAR Within 3 months 53,980 58,680
MZE IS E A 4 to 6 months 4,532 10,977
tZENE A 7 to 9 months 9208 1,264
TZEZ+ @A 10 to 12 months 78 74
—F k Over 1 year 1,740 2,041
61,238 73,036
FEHREE 3RIA (FifEE(a)) Retention payables (note (a)) 3,911 1,679
Bt RIB R EFTE A Other payables and accruals 10,380 12,260
75,529 86,975
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NOTES TO THE FINANCIAL STATEMENTS

BE_—F——4F = H=+1—HIFF/Z For the year ended 31 March 2011

26.

B 5E -

(a)

(b)

(c)

BESREMENFE @

AEBEMZRBERBBEHZR
BHERESIMN - REHRAH  RE
43,111,000 T (ZE—ZF : |) 2
BRER A— S BAT 5 HERAE#2800,000
BT (ZE—ZF : 1,679,000/87L) 2
R A— TN L HRERED A
H(—F—F4 : 12,000 LA T
B=EA) -

HEBRDBRGETZEEMBER
30£60H -

HREZREMENFRTLERELY
AtEERR  BHREMEMFR
ZHREERREZ ARERE °

27. 6 &

26. TRADE AND OTHER PAYABLES

(Continued)

Notes:

(a)

(b)

(c)

Retention monies withheld by the Group are released after
the completion of maintenance period of the relevant
contracts. As at the reporting date, retention monies of
HK$3,111,000 (2010: nil) was aged one year or below and
the remaining balance of HK$800,000 (2010: HK$1,679,000)
was aged over one year, of which none was past due (2010:
HK$12,000 was past due for less than 3 months).

Credit period granted by suppliers and sub-contractors is
normally 30 to 60 days.

Trade and other payables are short-term and hence the
Directors consider that the carrying amounts of trade and
other payables approximate their fair values.

27. BORROWINGS

REBEE Current liabilities
RITERNBEY - BT Bank loans and overdraft, secured
(FtzE(a)) (note (a)) 137,645 106,751
BEHEaE (b)) Finance lease liabilities (note (b)) 359 606
138,004 107,357
kRBEE Non-current liabilities
BEMHEaE (b)) Finance lease liabilities (note (b)) 13 372
O (B EE(e) Promissory Note (note (c)) 309,472 —
ARREE — aE&EHBm Convertible Note - liability component
(Bt aE(d) (note (d)) 502,120 —
811,605 372
fEE®E Total borrowings 949,609 107,729
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NOTES TO THE FINANCIAL STATEMENTS

HE—F——
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27. BORROWINGS (continuea)

I RBEE Non-current liabilities

A (B E(e)) Promissory Note (note (c)) 309,472 =

AR EE — A G0 Convertible Note — liability component

(BT3E(d)) (note (d)) 502,120 -
811,592 -

P &E Notes:

(a) FIAEHRITERREZIER —FRE (a) All bank loans and overdrafts are repayable within one year.
I8 o SRITE R M3E 137,645,000/ 7T Bank loans and overdrafts amounting to HK$137,645,000
(Z=—F4 : 106,751,000/ 7T) B4 (2010: HK$106,751,000) are secured by the corporate
AR HE D EERERT - AR guarantees issued by the Company and are secured by
$R171F7X32,501,0008 L (= —= charges over bank deposits amounting to HK$32,501,000
£ : 35,320,000 7T) 2 3 50 {E 1K 17 (2010: HK$35,320,000) (note 24). In additions, bank loans
(B F24) o BEoh - RITERK amounting to HK$120,642,000 (2010: HK$77,478,000) is
120,642,000t (Z & —ZF : secured by the proceeds of certain civil engineering contracts.
77,478,000 L) BE T EARIREL
Z TS FRIBLEEIR -

(b) AEEBEEETRE  MREHER (b) The Group leases certain of its motor vehicles and these leases

BABMERE  FHEHH+ ==+
—EATECE—ZTF: NE=_t+h
@A) HR—T——F=A=+—08"
MEMEBE T ZARKERSLER
HBEAEAWT :

—Z——F 5% | Annual Report 2011

are classified as finance leases having remaining lease terms
ranging from twelve to thirteen months (2010: six to twenty-
five months). As at 31 March 2011, the total future minimum
lease payments under finance leases and their present value
were as follows:
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27. B E &
MizE : (&)

(b) (%)

27. BORROWINGS

Notes: (Continued)

(b) (Continued)

(Continued)

SRS EE Total minimum lease payments
R—FREIH Due within one year 371 652
REZFEIH Due in the second year 13 371
RE=ZFRFHH Due in the third to fifth years,
(BREEEMFE) inclusive - 13
384 1,036
W BmEREEZ Less: future finance charges
R & A on finance leases (12) (58)
MEHEABECRE Present value of finance lease liabilities 372 978
REAEEEZRE Present value of finance lease liabilities
R—FAEIH Due within one year 359 606
RE ZFE 3 Due in the second year 13 359
RE=ZZFRFEIH Due in the third to fifth years,
(BREEEME) inclusive - 13
372 978
B HIATRE A E Less: Current portion due within one year
R—FAEE included under current liabilities
2 mEE D (359) (606)
A ERBAEZ Non-current portion included under
JEmENZB D non-current liabilities 13 372

MEMEABEER EHABEEFE
- RERMAKEREWHER -
HEEEZEFBERTHHEA
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Finance lease liabilities are effectively secured by the
underlying assets as the rights to the leased asset would be
reverted to the lessor in the event of default by repayment by
the Group.
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(d)

WK LT EE - (EAKRIEETE 2 35
KE ARACBEATAELEA
350,000,000 7T 2 5 B o H& R
BAEEE T BEREALEEZ
BITHERSTMERNRE Bl =T —
ZHERNATER-

RUBEREEMARZRZ ARER
285,614,000/ 7T * ZBEREHBEL
EXHEMEEFERFARAA
([EEFERED ERBRRERE
FETZHEEE -R-_T——F=
A=+—H AAZBZEHER
309,472,000 7T °

FAZBRERRAERNEEAER
FMEI0.T0%IZEIHERAFTE © B
F 252 £923,858,0007% 7T (i 518) B
RAFE 2 BHEHER -

WARRELPTIRER - (ERUIE =R Z B0
RE ARXAEBEZETEAESER
954,100,000 T2 ERE A RAKRE
B ZEERARERRERET AL
SAHEFARRE - -—HFRA+
AE[E

BABRRERESEA(RBEEAD
BN - AR BRRIRET A HE
EHBMALAE  RERISEATR
Fx0.228 Tz HIRE (A T R #5E
B) B RERA S B2 A KA DAL
BBARR D ([HBRERG]) - 7
BEZEERIMARTATED - KA
AERKBIREREZHARLIRSH
ZHHABERLF ([ERAE]) -

27. BORROWI NGS (Continued)

Notes: (Continued)

(c)

(d)

—Z——F 5% | Annual Report 2011

As disclosed in note 1, as part of the consideration for the
Acquisition, the Company issued a Promissory Note in
principal amount of HK$350,000,000. The Promissory Note
is unsecured, non-interest bearing and will mature in two years
from the date of issue of the Promissory Note on 17 June
2012.

The fair value of the Promissory Note on the Acquisition Date
was HK$285,614,000, which was determined based on the
valuation using discounted cash flows method carried out by
Asset Appraisal Limited (“Asset Appraisal”), an independent
professional valuer. The carrying value of the Promissory Note
as at 31 March 2011 was HK$309,472,000.

The Promissory Note is subsequently measured at
amortisation cost using effective interest method by applying
an effective interest rate of 10.70% per annum. Imputed
interest expense of approximately HK$23,858,000 (note 8)
has been recognised in profit or loss in the current year.

As disclosed in note 1, as part of the consideration for the
Acquisition, the Company issued a zero coupon Convertible
Note in principal amount of HK$954,100,000 which will
mature in five years from the date of issue of the Convertible
Note on 17 June 2015.

At the option of the holder of the Convertible Note (the
“Noteholder”), the Noteholder may convert the whole or part
of the principal amount of the Convertible Note into the shares
of the Company (the “Conversion Shares”) at the conversion
price of HK$0.22 per share (subject to anti-dilutive
adjustments) during the period from the date of issue of the
Convertible Note up to its maturity date. The Convertible Note
is non-redeemable prior to the maturity date. The Company
has the right (the “Extension Option”) to extend the maturity
date in respect of the outstanding amount of the Convertible
Note for another five years.
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27. B E w»

GER

(d)

134

(&)

RBRERZKEFHEBHZARE
5Bk » ©%58/5948,237,00087C ° Af
BENHEAETEEHETZHESE
TE o AR EEREIE = EAREHD —
BEH - =B GIEIATRRE
BEnEE) RERTERMEZITE
TEBMH (FTEIZEBB]) o

AgEREz8EBHO 2 AR ERR
A S5 JF A R B (B 27 2 [R5 i 45 8 3R DA
RenEBWRTAHE - Bamdl &
MET AN 2 AR EREHEEN
BEEBKRA R GEREET 2
BEEE °

RUBRRARER I BREREZ A
BERf) - A D RITET AN
BREEWT :

27. BORROWI NGS (Continued)

Notes: (Continued)

(d)

(Continued)

The Convertible Note was stated at fair value on the
Acquisition Date which amounted to HK$948,237,000. The
fair value was determined based on the valuation carried out
by Asset Appraisal. The Convertible Note contains three
components - liability component, equity component
(presented as “Convertible note equity reserve”) and the
derivative component arising from the Extension Option (the
“Derivative Component”).

The fair value of the liability component of the Convertible
Note was calculated using cash flows discounted at a rate
based on an equivalent market interest rate for an equivalent
non-convertible bond. The fair values of the equity component
and the Derivative Component were determined based on the
valuation carried out by Asset Appraisal by using binomial
valuation model.

The carrying values of the liability component, the equity
component and the Derivative Component of the Convertible
Note recognised in the statement of financial position are as
follows:

& &5 EEDH TETIEDR

Liability Equity Derivative

component component Component

FHIT FHIT FHIT

HK$'000 HK$'000 HK$’000

RO PSR ZERMEE  Carrying amount on initial recognition 519,945 494,565 (66,273)

FESE A BRI (M) Imputed interest expenses (note (i)) 49,580 — —

Hiaa A Z=4E (M 553) Conversion of Convertible Note (note (ii)) (67,405) (60,441) 8,752
RiB= PR Z Change in fair value recognised

A EEE) (i) in profit or loss (note (iii)) — — (22,821)

R-ZE——F Carrying amount
=B=+—HZEREE at 31 March 2011 502,120 434,124 (80,342)

EHREEEAER2AT | Mongolia Investment Group Limited
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27. B E w»

GER

(d)

(&)

(i)

(iii)

BENNDERERERNIOR
RE KA E - IR ZE
RERER12.91% &5 T
B3 #949,580,0007% T (Fft
E8) DM AFENBEIER ©

A+ 530,000,0000% 5 # ix
MR R4 116,600,000
TLZ AR R IR 31T (FFIE
ERIFES0(d)) TS MR -
PSR R SRE  0TET
A& kB ERD 2 EEER
L 1) 88 8 == i K K B 47 i (B
R EREBITRMOMEFRK
5 o

TETARNIEARENE
[IRAPR=PA - )i S E
R TETABONERS MK
MRARFIRBITEMTEEE
BEEABMEBEOTMABFES
1k e

MR RETETEROHZ XA ER

R-EAGEREE

2RI ETT

A -—ZE—ZFA+tAR=-_ZF—

T

(B

TTE(E

R

[ A =R

—F=ZA=t—HZEEHAHED

Stock price

Exercise price

Volatility

Risk free rate

27. BORROWI NGS (Continued)

Notes: (Continued)

(d)

(Continued)

(i)

(if)

(iii)

The liability component is subsequently measured at
amortised cost using effective interest method by
applying an effective interest rate of 12.91% per
annum. Imputed interest expense of approximately
HK$49,580,000 (note 8) was recognised in profit or
loss in the current year.

During the year, 530,000,000 Conversion Shares were
issued upon conversion of the Convertible Note in
total amount of HK$116,600,000 as detailed in note
30(d). At the time of conversion, the proportional
amounts of the convertible note equity reserve, the
Derivative Component and the carrying value of the
liability component were transferred to share capital
and share premium as proceeds for the shares issued.

The Derivative Component is measured at fair value
with changes in fair value recognised in profit or loss.
The Derivative Component is carried as derivative
financial asset in the consolidated statement of
financial position until extinguished on conversion or
redemption.

The fair value of the Derivative Component of the Convertible

Note was calculated using binomial valuation model with the

major inputs as at the issue date on 17 June 2010 and at 31
March 2011 respectively as follows:

17 June 31 March
2010 2011
—E-FF —E——F
NATLER =A=+—AH
0.216 0.082
0.220 0.220
63.19% 56.36%
1.749% 1.670%

S

135

Annual Report 2011



B 3% SRR BT R

NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

27. 'ﬁ%g (&)

BfsE : (&)
(d) ()

HR-EAGMEREFTRASEZH
MZRE  TEMERKBEBEZZEA
EHREAZ AN EBREATE - &
BT A AR R IR 2 E B AR M R i
ZE—THBENRARBAARR—F
—EERAT-AZBH -

()  ABEEZEMER

REE

Original

currency

RITERRBEX T
Bank loans and overdraft HK$
MEHEARE T
Finance lease liabilities HK$

27. BORROWI NGS (Continued)

Notes: (Continued)

(d)

(Continued)

As the binomial valuation model requires the input of highly
subjective assumptions, change in subjective input
assumptions can materially affect the fair value estimate.
Further details of the principal terms and conditions regarding
the issue of the Convertible Note have been set out in the
circular of the Company dated 12 May 2010.

(e) Other information about the borrowings:
RERBHANERFF =
Effective interest rate per annum at reporting date
= —T-TF
2011 2010
FEF=E & E A = FED R &= [ TE A &
Floating Fixed Floating Fixed
rates rates rates rates
1.72%-2.81% - 1.60%-2.33% -
- 2.80%-3.75% - 2.80%-4.00%

EERB ARBEZRBRIFRBE
EZREERATTHRESMIAZAR
ERE ERBEREZAABEIIRE
BHRKBRSREBRMISHERE -

(f) R-BE——F=A=+—8 " £5E
2 ] B) A ERTT R & KA 4 188,202,000/
JE(ZZ—Z4 : 237,035,000/ 7T)
H 150,657,000 (ZE— T4 :
130,284,000 7T.) I EEH A o

28. B BY

—ERREBEZ B RER G BB
ARG - AR BB AR 2 dm D T AR
HE S o AFMDZA BT I 1 T RR
ZERERARRAABRTfE - S E Y
EHERRIERDAME - BREMIRIE—
RN EE34(b) ©

28.

(f)

In the opinion of the Directors, the carrying amounts of the
Group’s current and non-current borrowings approximate their
fair values of comparable financial instruments. The fair values
of the non-current borrowings are calculated by discounting
their expected future cash flow at market rate.

As at 31 March 2011, the Group had available bank facilities
of HK$188,202,000 (2010: HK$237,035,000), out of which
HK$50,557,000 (2010: HK$130,284,000) was not utilised.

GOVERNMENT SUBSIDIES

A subsidiary in Mongolia has received subsidies from the
government of Mongolia for financing the establishment of a
processing plant for smokeless fuel product. Since the
investment cost for constructing the processing plant as well
as the related government subsidies are still subject to
negotiation with the government, the received subsidies were
recognised as non-current liabilities. Further details about the
processing plant are set out in note 34(b).

136 EHREEEAER2AT | Mongolia Investment Group Limited



B 3% SRR BT R

NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

I ZE B 18 29. DEFERRED TAX

RAPBIRA KRR ZEERRBER
HERFERZEBMT

Deferred tax liabilities recognised in the consolidated statement
of financial position and their movements during year are as
follows:

TEE The Group
BRRFHEEN
RABRRZALERE
Fair value adjustments on
MEHERE exploration and evaluation it
Accelerated tax depreciation assets and mining licences Total
c§--% -"I-%% -%--§ -%-%F ®--f CT-%%
2011 2010 2011 2010 2011 2010
TEn T TER Thr TEn Thr
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RER At beginning of the year 5,684 3684 - = 5,684 3684
%M@TEE (Hi533) Arising from business combination (note 33) - . 600,637 = 600,637 =
BERMGHA) /B (H39)  (Credited)/Charged to profitor loss (nofe 9) - 2,000 (88,350) - (88,350) 2,000
Mﬁ)ﬁ% Exchange realignment - - 82,005 - 82,005 -
RER At end of the year 5,684 h,684 594,292 - 599,976 h,684

MRER KGR  HEEEERAETS
BRI ERB A A IR IHEE - Fitt
AEBELRARBTBELE ZHIARIEL
184,000/ 7T (= —2Z 4 : 11,738,000
BT AELEHRREE - RERTH
E - ZEMBEBTEIH - R mR
RACH R EETR - NEE W EN R
o BEL 2 BIAE184710,930,000/8 TTHE
RELEHBEE - RERABELEZHIA
ERAFEMHSEERE RERERS
B RPATISTOAMER IR AR - Hi2 iR
ERRZREBREAEERELRME
NERAZ ERBRAFIR - FEBXE
B BRsEBYRARETERTEEEZ
ERNEBEREGTAEZRERERE

The Group has not recognised deferred tax assets in respect of
tax losses arising in Hong Kong of approximately HK$184,000
(2010: HK$11,738,000) as it is not probable that future taxable
profits against which the losses can be utilised will be available
in the relevant group entities in foreseeable future and these tax
losses do not expire under current tax legislation. In addition, the
Group has not recognised deferred tax assets in respect of tax
losses arising in Mongolia of approximately HK$10,930,000 due
to unpredictability of future profit streams. The tax losses arising
in Mongolia is subject to the agreement of the local tax authority
and shall be carried forward according to the relevant provisions
of Corporate Income Tax Law of Mongolia under which the tax
statement losses of Infrastructure and Mining companies shall
be deductible from taxable income of subsequent four to eight
years since the loss incurred. The loss carry-forward period of a
particular mining entity shall be determined by the Mongolian
government after taking into consideration the investment made
by the entity in its mining operation.
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30. A& 30. SHARE CAPITAL

EE Authorised
RZEENFNA—H

E=E-TFENA—H At 1 April 2009 and 1 April 2010 0.05 2,000,000,000 100,000
12 (£ (a)) Increase (note (a)) 0.05  48,000,000,000 2,400,000
W-Z2--f£=H=+-H At 31 March 2011 0.05 50,000,000,000 2,500,000
BERTRERE Issued and fully paid
R-ZZNFWA—H At 1 April 2009 0.05 800,980,000 40,049
RITHE R AR M BT 2 RH Share issued upon exercise of share options 0.05 24,900,000 1,245

R-Z—ZF=A=+—H At 31 March 2010 and

E=F——FMA—H 1 April 2011 0.05 825,880,000 41,294
R EBERENZRTZRM Shares issued upon exercise of share options 0.05 2,100,000 105
BITRERD (H (D) Issue of Placing Shares (note (b)) 0.05 3,800,000,000 190,000
BITRERD (FFEc) Issue of Cansideration Shares (note (c)) 0.05 1,970,000,000 98,500
RBARREE () Conversion of Convertible Note (note (d)) 0.05 530,000,000 26,500
R-E——-%=HA=+-H At 31 March 2011 0.05 7,127,980,000 356,399
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GER

(a)

(b)

(c)

(d)

BRER-_Z—ZTFHA-+/\BBBE
ZREBR S ARABBEBBEINER
48,000,000,000 % 3 A% 19 1% E A € ik
"B 100,000,000%& T (9 &
2,000,000,0004% & I EI{E0.058 7T 2
f& 7)1 £ 2,500,000,0007% 7t (5 &
50,000,000,0000% & A% E f£0.05% 7T
ZRAn) °

ERWEBERRZER —IRGN - A%
BxkZBRO. 12ETEE
3,800,000,000/% A~ 22 &) ¥ ik 17 ([EL &
K’ (REER]) - EEFHEL
Z P15 3R IB 48 %8 /456,000,000 7T
(R #1 B B £ 3 17 7 < 4,560,0007%8
7o) ° B RIERE M REER
ZRERE - BTEEROHABSA
A A Z B R B OR (E R IE
190,000,000 7t % 266,000,000/
T o

WM ELIMWE  KARAEST
1,970,000,0000% K& Bz 17 1E R Y is =
BZBHRE - RERNDZAREGRR
BARB RO NKREEEE B2 K)H
BEMK 0.22/8 Tt ) /433,400,000
BT BITRERNDABSCEARAEZ
i S K2 s A i 8 B 4% 9198,500,0007
7T }.334,900,0007% 7T °

FA - ZEFEARER022BTZ
HIME R E 116,600,000/ 7T 2 A
rERER BLEZAEETAEHA
530,000,000/% 5. #fzf5 - HREREE
o R KA A (E BR E 9 Bl 1 A
26,500,000 7t 592,594,000/ 7T *
HAAE R E R iR bt Pl 5 2 A
REEERFHEE  TRREETET
AR kaESOze®E (HE
27(d)(ii)) °

30 SHARE CAPITAL (Continued)

Notes:

(a)

(b)

(c)

(d)

—Z——F %% | Annual Report 2011

Pursuant to a resolution passed on 28 May 2010, the
authorised share capital of the Company has increased from
HK$100,000,000 divided into 2,000,000,000 shares of
HK$0.05 each to HK$2,500,000,000 divided into
50,000,000,000 shares of HK$0.05 each by the creation of
an additional 48,000,000,000 new shares.

As one of the conditions to the Acquisition, the Group
completed a placing (the “Placing”) of 3,800,000,000 new
shares (the “Placing Shares”) of the Company at HK$0.12
per share. Proceeds generated from the Placing amounted
to HK$456,000,000 (before share issue expenses of
HK$4,560,000). Part of the proceeds is used for financing
the settlement of the cash consideration for the Acquisition.
The issue of the Placing Shares has resulted in the increase
in share capital and share premium account of the Company
by HK$190,000,000 and HK$266,000,000 respectively.

As disclosed in note 1, the Company issued 1,970,000,000
Consideration Shares as part of the consideration for the
Acquisition. The fair value of the Consideration Shares,
determined based on the closing market price of the Company
on the Acquisition Date of HK$0.22 per share, amounted to
HK$433,400,000. The issue of the Consideration Shares has
resulted in the increase in share capital and share premium
account of the Company by HK$98,500,000 and
HK$334,900,000 respectively.

During the year, the Noteholder converted the Convertible
Note in total amount of HK$116,600,000 at the conversion
price of HK$0.22 per share whereby a respective total number
of 530,000,000 Conversion Shares were issued. As a result
of the conversion, share capital and share premium has
increased by HK$26,500,000 and HK$92,594,000
respectively, the aggregate of which represents the
proportional amounts of the convertible note equity reserve,
the Derivative Component and the liability component of the
Convertible Note at the time of conversion (note 27(d)(ii)).
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31. AR Xt 2 {E 31. SHARE-BASED COMPENSATION
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RARBBREREERRIEN_-ZTTF=
AZ+THBEBBZEMARREMN—IER
et El ([ZEtal) - ZABEEEEER
EREERBHEEH RSB EBEREE
HAIEL 2 BRE - ZaTElz 6 BB
EBBIE  ()VARREZHIT - FENITREL
A TESHIACEREFREEER CE
(F%E’RTJ)ZE% (DES- S A=)
=S NEl 2 EMESHEEAE (iR
%@EXEHH»%QTZ%}E R - <
B A5BA - BRE - BHAA - RESHEE
& (WEAEFE 2R ERFEEFT 2T
A MZEEEZE=mASBEEERET
HR - BIEEG) - (DRGEDETZ AL
RWEG) -~ () RGNETZERMATER
HE2RE o etz E B BABL
T

(1)  ARARNBRERSLERART
XN VBTTERARKE -

(2) ZErEIETERRMD 2 RBETS
BERTIN=FFR z2&EamE (VAR
AlZBRMEE : (INRETEER
/A%*Ethﬁéﬁﬁ%ﬁﬁé
¥ 2B FRERFTAIEITE R
%%ZE%U%%HD&%%%
REERFTE A RE R 2 W
B RNBERTAEKRRESE
EBAEERERSBERRNHRN
Bt R FTE A RE R 2 U
® .

(3) TEBERIREZATEIZ K B
BREEFRASEER B2 EX AT
TEB10F 2 IR ABER TR -
BHESRETTEBRER L AR A Z
RIGHR ©

The Company has adopted a share option scheme (the
“Scheme”) pursuant to a written resolution of all the then
shareholders passed on 25 February 2006. The purpose of
the Scheme is to recognise and acknowledge the contributions
that the eligible participants have made or may make to the
business development of the Group. Eligible participants of
the Scheme include (i) the Company’s executive, non-executive
or independent non-executive Directors or a director of an
entity in which the Group holds an interest (the “Affiliate”);
(i) other employee or officer of the Group or any Affiliate; (iii)
customer, supplier, agent, partner, consultant, adviser or
shareholder of or contractor to the Group or any Affiliate; (iv)
the trustee of any trust the beneficiary of which or any
discretionary trust the discretionary objects of which include
persons under (i), (ii) and (iii); and (v) a company beneficially
owned by any persons under (i), (i) and (iii). The principal
terms of the Scheme are summarised as follows:

(1) Upon acceptance of the option, the grantee shall pay
HK$1 to the Company as consideration for the grant.

(2) The subscription price in respect of each share under
the Scheme shall not be less than the highest of (i) the
nominal value of the Company’s shares; (ii) the closing
price of each share as stated in the Stock Exchange’s
daily quotations sheet on the date of offer to the eligible
participant, which must be a day on which licensed
banks are open for business in Hong Kong and the
Stock Exchange is open for business for dealing in
securities (“Trading Day”); and (iii) the average closing
price of each share as stated in the Stock Exchange’s
daily quotations sheets for the five consecutive Trading
Days immediately preceding the date of offer to the
eligible participant.

(3) An option may be exercised in accordance with the
terms of the Scheme at any time during the period
which shall not be more than 10 years from the
business day on which the option is deemed to have
been granted. There is no minimum period for which
an option must be held before it can be exercised.
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31. R 2 {8 =)

(4)

(%)

(6)

(7)

REBBAETTE R - AR LEHBA
SAREE S ERABBARERETS -
g - R BB A BHA
B - RRSERBRE 2 BER L
B BB R -

AR BRBZ AR BEME
fEt BRI 2 P R AR 1T {2
A FRITZRERNOEE A HT
BHEBARRABRNNERZMA EHE
BARBEBHITRAZI0% ° IRE
AR R RA R B A IR
BLR - WEEH o ZEIREL
[RASEBRRNBRAEG Lt
ZAENE B 2 BERITRMER
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ENFEZEIEMEMGEZIE
AT RRARIEZE &8I R AR E]
EEAF BIFFA ER L M EARTT
1 BT TR Al T 31T 2 X
EREHE  AATFEETRE
BTN 4R8I 2 30% ° FRIFERISAR
RytE - BRIPMER 1218 A #
AR TERAERSEE 2 BRE
(BRERETTE - EEHEREARITE
BB AT AT S T
TZBRNREHE NMFRETRE
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31. SHARE-BASED COMPENSATION

(Continued)
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An option will lapse on expiry of the exercise period of
the option, on cessation of employment, or on cessation
to be customer, supplier, agent, partner, consultant,
adviser or shareholder of or contractor to the Group or
any Affiliate.

The maximum number of the Company’s shares which
may be issued upon exercise of all options to be granted
under the Scheme and any other scheme of the
Company shall not in aggregate exceed 10% of the
issued share capital of the Company as at the date of
listing of the Company’s shares on the Stock Exchange.
The Scheme mandate limit may be refreshed by the
shareholders in general meeting from time to time
provided always that the Scheme mandate limit so
refreshed must not exceed 10% of the total number of
shares in issue as at the date of approval of such
refreshment by the shareholders in general meeting.

Notwithstanding any other provisions of the Scheme,
the maximum number of the Company’s shares which
may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Scheme and
any other scheme of the Company must not in
aggregate exceed 30% of the total number of shares
in issue from time to time. Unless approved by the
shareholders, the maximum number of shares issued
and to be issued upon exercise of the options granted
to any eligible participants (including exercised,
cancelled and outstanding options) in any 12-month
period shall not exceed 1% of the total number of
shares in issue from time to time.

The Scheme shall be valid and effective for a period of
ten years commencing on the date of adoption of the

Scheme, i.e. 25 February 2006.

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.
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31. MRS 2 & 31. SHARE-BASED COMPENSATION

(Continued)
EREBEREZHRREFRGF Terms and conditions of the share
options granted
EETFTARARETESRASEETE Details of the share options granted to certain Directors of the
8 HEE - BN REEE 2 ERESTS Company and certain employees, sub-contractors, consultants
m and suppliers of the Group are as follows:

—ERLFE=F=1\H 26 March 2007 38,400,000 Bi5E(b) 0.445 0.415 0.445
(Fft 3% () (note (a)) note (b)

“EELENANA 4 April 2007 22,300,000 Bt (b) 0.600 0.585 0.600
(Fi3E(a) (note (a)) note (b)

“EEHENA++H 17 April 2007 2,400,000 Bi5E(b) 0.975 0.920 0.975
(i3 (a) (note (a)) note (b)

—EE+EFRATAH 17 May 2007 900,000 Bi5E(b) 1.420 1.425 1.420
(Pt 3% () (note (a)) note (b)

—“ZZ+F+AAA 5 October 2007 12,550,000 B (c) 0.812 0.780 0.780
note (c)

—“EENE-RA+N\H 18 February 2009 64,000,000 Bi5E(d) 0.148 0.150 0.148
note (d)

“ZTAFENA-1HHE 25 August 2009 15,900,000 K5 (e) 0.385 0.350 0.380
note (e)

—“Z-ZF+A-+hA 25 October 2010 560,000,000 A 0.171 0.173 0.171
note (f)
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31. R 2 {8 =)

Titlj R AR R Sz R X % AR A

//

fi i

(a) b_/\ ?Tti A= +/\E| —ZFF
tﬁEHIEIEI —ETEFMA+ L
AR ZTtFRA+TEAREZE
RS E 551 %&19,200,0001 -
11,150,000 + 1,200,000 &
450 00019 - HRNE=ZZTLF A+
—BETROSF  ARAREREE
O.llﬁmzai‘é‘ﬁ&ﬂiﬁ‘ﬁ%ﬁ% =)

?ﬁﬁﬁﬁﬁxiﬂx@{ﬁo 058 Tt 2 & il
R (TR 2] - B9 Bl ERE
2B i38,400,000fﬁ 22,300,000
3~ 2,400,000 %900, OOOT’ﬁ o ANER
FREREETEERAARRER
AR 1”“?#2%%1‘Eﬂjuﬂﬁ°

(b) EZ%E%%%F?T%EHHE%E AR
MBEREEAREE_TENFHA=
T—RTfE -

(c) ZEBBRENTER (RESNELA
HET) RRRERE N _TT+F+
AEBARLAEREEH - 7,900,000
DARENEREERRE_TTAN
F+A=1+—RH77{E : 2,325,000/ 7
B B R NEE B AT ATE - R
—ETAFNAMNB ER  HE&
2,325, 0001%)‘%?‘*% EI Hﬂfd—:mﬁﬂ
BuiTE YR -_ETHF+AMNAE

fE R e

(d) EZ%%H%EF‘?&EHHEE‘E AR
MERBEAEE_T——F_FA—
THABAITHRE -

(e) ZEBRERR L B BEB M RE
MEREEAEE_T-——FN\A=
T—HTfE -

() ZEBRENTER BEERE LA
HEE) MRERE - R —ZTF+
A-+thBEEENEREE S
140,000,000 AT 7 4% Hi H HA e 61E
P& 58 - H#r420,000,0001 5 H iz
B6EEAAERZE DS FRE - A
BERERGERRATE TR
—E_EETA_FTMEBARER -

31. SHARE-BASED COMPENSATION

(Continued)

Terms and conditions of the share
options granted (continuea)

Notes:

(a)

(b)

(c)

(d)

(e)

(f)

The numbers of share options granted on 26 March 2007, 4
April 2007, 17 April 2007 and 17 May 2007 were 19,200,000,
11,150,000, 1,200,000 and 450,000 respectively. As a result
of the shares subdivision becoming effective on 11 June 2007
under which every issued and unissued ordinary share of the
Company of HK$0.1 each was subdivided into two ordinary
shares of HK$0.05 each (the “Shares Subdivision”), the
numbers of share options have been adjusted to become
38,400,000, 22,300,000, 2,400,000 and 900,000
respectively. The respective exercise price and the share price
of the Company disclosed herewith have been adjusted for
the effect of Shares Subdivision.

These share options vest on the date of grant and are
exercisable from the date of acceptance of the options up to
31 May 2009.

These share options vest upon commencement of the exercise
period which is determined by the Directors on the grant date.
Among the share options granted on 5 October 2007,
7,900,000 options are exercisable from the date of
acceptance of the options up to 31 October 2009, 2,325,000
options are exercisable after 6 calendar months from the grant
date and expired on 4 April 2009, and the remaining
2,325,000 options are exercisable after 12 calendar months
from the grant date and expired on 4 October 2009.

These share options vest on the date of grant and are
exercisable from the date of acceptance of the options up to
29 February 2012.

These share options vest on the date of grant and are
exercisable from the date of acceptance of the options up to
31 August 2012.

These share options vest upon commencement of the exercise
period which is determined by the Directors on the grant date.
Among the share options granted on 25 October 2010,
140,000,000 options vest after 6 calendar months from the
grant date, and the remaining 420,000,000 options vest in 5
equal tranches in every 6 calendar months thereafter. All the
options are exercisable from the vest date and will expire on
24 October 2020.
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31. MRS 2 & 31. SHARE-BASED COMPENSATION

(Continued)
BRECESSREMETY Movements of the share options and
TEE their weighted average exercise price
RAB R EENERESSMT The movements of the share options during the current

financial year are as follows:

3 —ZTNENAZTEH 3,200 - (600) - 2,600
Directors 25 August 2009
—T-ZTF+AZ+HRA - 315,000 - - 315,000
25 October 2010
3,200 315,000 (600) - 317,600
EE —EEAENA=tHH 1,700 - (300) (750) 650
Employees 25 August 2009
—T-TF+A=1+HA - 85,000 - - 85,000
25 October 2010
1,700 85,000 (300) (750) 85,650
PRk & m ik e s —EENFE-ATNA 48,000 - - - 48,000
Suppliers of 18 February 2009
services or goods —ZEAENA-tEH 1,800 = (1,200) = 600
25 August 2009
—T-TF+A=1+HA - 160,000 - - 160,000
25 October 2010
49,800 160,000 (1,200) - 208,600
ait 54,700 560,000 (2,100) (750) 611,850
Total
mETHTEE
(BRET) 0.177 0.171 0.385 0.385 0.171
Weighed average

exercise price
(HK$ per share)
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3. AR B 2®E » 31. SHARE-BASED COMPENSATION
(Continued)
BRE SR HENEFIT Movements of the share options and their
THEE @ weighted average exercise price (Continued)
RE—BBFENERESSHT - The movements of the share options during last financial year

are as follows:

) “ETtFMA++EA 1,200 - - (1,200) -
Directors 17 April 2007
“ZEZAFE-_A+NH 8,000 - (8,000) - -
18 February 2009
“EENFNA=TEA - 4,800 (1,600) - 3,200
25 August 2009
9,200 4,800 (9,600) (1,200) 3,200
EE —TE+FNAMA 1,700 - = (1,700) =
Employees 4 April 2007
“ES+FRATEA 400 - - (400) -
17 May 2007
—TTtF+AAR 2,050 - - (2,050) -
5 October 2007
“ZEZAFE-_A+N\H 8,000 - (8,000) - -
18 February 2009
“EENFNA=TEA - 9,300 (7,300) (300) 1,700
25 August 2009
12,150 9,300 (15,300) (4,450) 1,700
RS R E R ER —ZE+F=F=1KH 9,000 - = (9,000) =
Suppliers of 26 March 2007
services or goods “ES+FENAMA 13,400 = = (13,400) =
4 April 2007
—TZ+F+AAA 8,500 - = (8,500) =
5 October 2007
“ZETAFE-AT+NA 48,000 - - - 48,000
18 February 2009
ZEENENAZTHA - 1,800 - - 1,800
25 August 2009
78,900 1,800 - (30,900) 49,800
&%t 100,250 15,900 (24,900) (36,550) 54,700
Total
MELHTEE(BRET) 0.328 0.385 0.233 0.643 0.177

Weighed average exercise
price (HK$ per share)

RZE——F=F=+—HHKRTEZE The exercise prices of the outstanding share options as at
EAERITEEN T BA%0.1488 7T £0.385 31 March 2011 range from HK$0.148 to HK$0.385 (2010:
B (ZZ—ZF : 0.14880£0.385% HK$0.148 to HK$0.385) per share and their weighted average
) ER=E——F=A=+—HHMN remaining contractual life as at 31 March 2011 is 8.85 years
BEHFIBRE LN FHHALSEF (ZE—F (2010: 1.98 years). The weighted average share price of the
F :1.98%) - AR AN ERETER 2 Company at the time the options were exercised was HK$0.63
IEEHRERFROIBT(ZE—F (2010: HK$0.55) per share.

F 1 0.5587T) °
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31. R 2 {8 =)

RAGBRFEEREERE
M e fE

a

RAFEERL ZBRENRABNR
1%0.0590/8 ;L £0.0847 8L (Z & —
F:014487) - RTEF EEENE
7 AR D A B REINR I B #ET
ENBEETARAAEMETE - KHBERE
ToOEHRERRERASKE —HiRHE
HEBMRERERE ZRGAIEHNE
Bt HTEE R EER 2 BRENARE
TREERERBOMEMETE

A

RAFBREER L 2BRIEZ A AERE
SEERRA B PEEEER ([ZE
R FE - RAZRAZBBEFINOT

RELBEMzESEREEGET) 0171

BRITEE (BT) 0.171
T8 A% 18 (%) (Ft 3£ (a)) 57.78%
£ BB K (%) (BT (b)) 2.0970%
A% Bk 25 R (%) 0%
T8 BR R AR 4 5 RER (5F) 4872
B 5E

(a) BHKEN2RAZEAABEZSE
[l #2571 i 2 5E

(b)  EERANEENEERRBZEFEBIN
EESRBEZBHAKEE -

NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

31. SHARE-BASED COMPENSATION

(Continued)

Fair value of the share options granted
during the financial year

The fair values of the share options granted during the year
ranged from HK$0.0590 to HK$0.0847 (2010: HK$0.144) per
share. The fair value of the share options granted to the
Directors, employees and sub-contractors was determined
based on the fair value of the equity instruments measured
on the date of grant. Share options granted to the sub-
contractors are an incentive to them for their continuing
contribution to the Group for providing services similar to those
rendered by its employees. The fair value of the share options
granted to the consultants and suppliers was determined based
on the market price of the services provided.

The fair value of the share options granted during the financial
year is determined by an independent valuer using the
binomial option pricing model (the “Model”). Details of the
inputs to the Model are as follows:

Share price at date of grant (HK$ per share) 0.171
Exercise price (HK$ per share) 0.171
Expected volatility (%) (note (a)) 57.78%
Risk-free interest rate (%) (note (b)) 2.0970%
Dividend yield (%) 0%
Expected life of option (years) 4.8-7.2
Notes:

(a) Expected volatility is determined by reference to the historical

volatility of weekly return for companies in the same industry.

(b) Risk-free interest rate represents the yields to maturity of Hong
Kong Exchange Fund Note with respective terms to maturity
as at the valuation date.
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HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

31.

LB 3 2 {8 =)

BRENMBEZE

RAF E AR R 5| Bz AR XA
ZHEZ BIH S R14,711,0008 T (=
T—TF : 2,289,000 7T) * R RTTH
Fix - B - RTEENEBBIREMRE
B PARR 7 2 1+ 2 %6 18 #8 4% 10,508,0007%
T (ZZ—F4F : 2,030,000%7T) * & T
BERBREMEL AN N2 MESHE
734,203,000/ 7T (ZT—Z4F : 259,000
BIT) ° 14,711,000 (ZFE —ZF -
2,289,000/8 7T) Z tEFEEER That ARBAAE
#B - ANZFEFR/AEREEIL LA
MM 2RS WA EEREFAEE -

RAMBEFEE » % T 188 2750,00011f
PR ORI - MR RERB A 2RI S 79,0008
TERBRERGEREREEN - R
—VBFEE RTEE EEREMZ
36,550,00017 B A C U2 UL - AR
R 24,952,000/ 7T B, B i AR 1 (s 48
BERB A -

R-E——F=RA=+—HHERTERA
TTE 2 BAERE &51,850,00017 (=
T —T4F : 54,700,0001p) - thE BAR
AIEEITRHOKNOTR(ZE—FF :
6.6%) - MZEBERZBUETE - K8
BN RI/RFESNEE1T51,850,0000% (ZF
—Z4F : 54,700,000/%) EiEAk - BEE
2,593,000 T (=T —ZF :
2,735,000 7T) Z Bk 2N £ 5,993,000/ 7T
ZE—FF : 6,949,000 7T) 2 &1 %=
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31. SHARE-BASED COMPENSATION

(Continued)
Financial effect of the share options

The amortised amount of share-based compensation arising
from granting share options during the year was
HK$14,711,000 (2010: HK$2,289,000) and was recognised
as administrative expenses. Of which, share-based
compensation in respect of share options granted to the
Directors and employees amounting to HK$10,508,000 (2010:
HK$2,030,000) and to consultants amounting to
HK$4,203,000 (2010: HK$259,000) respectively. The
corresponding amount of HK$14,711,000 (2010:
HK$2,289,000) has been credited to the share option reserve.
No liabilities were recognised as those are equity-settled share-
based payment transactions.

During the current financial year, 750,000 share options which
were granted to employees were forfeited and the
corresponding share option expense of HK$79,000 was
transferred from share option reserve to retained profits. During
last financial year, 36,550,000 share options which were
granted to Directors, employees and consultants were forfeited
and the corresponding share option expense of HK$4,952,000
was transferred from share option reserve to retained profits.

The number of outstanding share options which are exercisable
as at 31 March 2011 was 51,850,000 (2010: 54,700,000)
which represent approximately 0.7% (2010: 6.6%) of the
Company’s shares in issue on that date. The exercise in full of
these share options would result in the issue of 51,850,000
(2010: 54,700,000) additional ordinary shares of the Company
including additional share capital of HK$2,593,000 (2010:
HK$2,735,000) and share premium of HK$5,993,000 (2010:
HK$6,949,000).
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32. f#fE 32. RESERVES

REE The Group

B0 4 8 (M3 (a)) Share premium (note (a)) 903,682 213,742
& Ot (T £ (b)) Merger reserve (note (b)) 13,805 13,805
B i R (MO (d)) Share option reserve (note (d)) 17,462 3,132
& NE O {7 & (B (e)) Capital redemption reserve (note (e)) 6,629 6,629
b 5 i (B EE() Translation reserve (note (f)) 244,261 575

MR EER S Convertible note equity reserve
(B 5E27(d)) (note 27(d)) 434,124 —
(Rt E518) RB % T (Accumulated loss)/Retained profits (284,982) 84,829
1,334,981 322,712
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32. @®E @ 32. RESERVES (continved)

¥/ The Company

RZEENERA-R At 1 April 2009 207,178 76,249 7,809 6,629 - 4879 302,744
TEEER Loss for the year - - - - = (9,198) (9,198)
BERFHRE (M) Interim dividend declared (note 11) - - - - - (9,775) (9,775)
REERNZBRE (H331) Share options granted in current

year (note 31) - - 2,289 - - - 2,289
Bl BRE Share options forfeited - - (4.952) - - 1678 (3.274)
BiTERRENETRA Shares issued upon exercise of

share options 6,564 - (2,014) - - - 4550
RZE-SF=A=1-Bk At 31 March 2010 and

“5-ZF@A-H 1 April 2010 213,742 76,249 3132 6,629 - (12,416) 287,336

TEEER Loss for the year - - - - - (148.412) (148.412)
EAIRERL (FH3E30(0) Issue of Placing Shares (note 30(b)) 266,000 - - - - - 266,000
TR 1A %475 % (H330(b) Share issue expenses (note 30(b)) (4,560) - - - - - (4,560)
ERERA (:30(c) Issue of Consideration Shares

(note 30(c)) 334,900 - - - - - 334,900
RERRE 2B RE (13831) Share options granted in current

year (note 31) - - 14711 - - - 14,711
Rz B RE Share options forfeited = = (79) = = = (79)
RiEBRENET R Shares issued upon exercise of

share options 1,006 - (302) - - - 704
BOTREZE (Hi2700) Issue of Convertible Note (note 27(d)) - - - - 494 565 = 494 565
RATAREE Conversion of Convertible Note

(RtE27(0)i) R30(d) (notes 27(a)(if) & 30(c)) 92,594 - - - (60,441) - 32,153

RZE--E=f=1-H At 31 March 2011 903,682 76,249 17,462 6,629 434,124 (160,828) 1,277,318
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32. #E @

GER

(a)

(b)

(c)

(d)

(e)

(f)

150

RIEFEHEEHE2BREE (N
N—FEEIRED - Bira RIER])
ARABREERZESTHIIRT
ARRBR - HEEERZZED KRS R
g ARBBRERNEEENRAE
EHBEPEIHRZE -

AEEZAHEBREREARENA
NEVER T LT AT 2 A
BHBARZBABERESRAR
BIBITAMER I RAHE L ZH

ARBZHABRIERBEAEERA
N AN FERE S P E T RT#ETT 2 B4R
BB R B 2 RERASRAR
BIBITAMER I RAHEE L ZH

BRERBEARREREBEREZ
RNAE - BRAFIEHNHES. 185
BhUA B 00 A 2 # B R ) B R TR
o o

BANE O E RS R A RE N K AE
ERARFBEEBRHEEZEHE -

bE X R BT A IR R M TS 14575
Z &R E G INETS B T IR R
FREAEHIMESN Z5 -

Notes:

(a)

(b)

(c)

(d)

(e)

(f)

32 . R ES ERVES (Continued)

Under the Companies Law Cap. 22, (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands, the funds
in the share premium account of the Company are
distributable to the shareholders of the Company provided
that immediately following the date on which a dividend is
proposed to be distributed, the Company will be in a position
to pay off its debts as they fall due in the ordinary course of
business.

The merger reserve of the Group represents the difference
between the nominal value of the aggregate share capital of
subsidiaries acquired over the nominal value of the share
capital of the Company issued in exchange pursuant to the
reorganisation of the Group taken place before the listing of
Company on the Stock Exchange.

Contributed surplus of the Company represents the difference
between the costs of investment in subsidiaries acquired over
the nominal value of the share capital of the Company issued
in exchange pursuant to the reorganisation of the Group taken
place before the listing of Company’s shares on the Stock
Exchange.

Share option reserve represents the fair value of share options
granted by the Company as further explained in the
accounting policy adopted for share-based compensation in
note 3.18.

Capital redemption reserve represents the transfer from
retained profits of the amount equivalent to the par value of
the shares repurchased by the Company.

Translation reserve comprises all foreign exchange differences
arising from the translation of the financial statements of
foreign operations in accordance with the accounting policy
adopted in note 3.14.
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» 33. BUSINESS COMBINATION
33. XBAH

B AE LAt 2 Y g = IR A MU A ABR
EEZRA SREBEZRERS  ®RE
BB Z T ERARARARKRY A S E
B TRBEEERAMEASEERER
ERRERNERENZ2HEY  EERKRE
TREEZHREDR -

The Acquisition as mentioned in note 1 is accounted for using
acquisition method. The Directors consider that it is beneficial
for the Group to seek suitable investment opportunities to
diversify its existing business portfolio and to broaden its source
of income. It is of the view that the Acquisition would allow
the Group to diversify into a new line of business with significant
growth potential which may generate better investment returns
to the shareholders.

The fair values of the identifiable assets and liabilities of
Mongolia Investment BVI, the target company, as at the
Acquisition Date and the corresponding carrying amounts

H 122 B]Mongolia Investment BVIZ ] &5
FIEERBERKESEAR A EHR
ERENESEAZAEETDELRT ¢

immediately prior to the Acquisition are as follows:

BREE

ARE Carrying

Fair values amounts

FHT FHT

HK$'000 HK$’000

Y - BB REE Property, plant and equipment 13,368 13,368

AN TR ERIE Prepaid land lease payments 675 675

BRERFHEE Exploration and evaluation assets 2,429,431 1,481,414

HTENRBEBRES Other prepayments and deposits 3,511 3,511

B 5 &k E A fE W FRIE Trade and other receivables 4,104 4,104

ReRBEEEY Cash and cash equivalents 2,785 2,785

B 5 Rk H b fE S 3R Trade and other payables (7,363) (7,363)

P& A 75 /I8 Amounts due to related parties (13) (13)

RITEE Bank borrowings (5,581) (5,581)

I 48 B Government subsidies (6,730) (6,730)

FEEFRIBEEE Deferred tax liabilities (600,637) (363,633)

EEAEEFE Net assets acquired 1,833,550 1,122,537
EEGEIY) Gooduwill (note 17) 33,701
U B8 =18 48 5k AN (Bif 5 (a)) Total cost of the Acquisition (note (a)) 1,867,251
IReEE 2 WERE Purchase consideration settled in cash 200,000

A FTBEE AR 2 Less: cash and cash equivalents in

HehBEeEEY subsidiaries acquired (2,785)
&R FE Net cash outflows 197,215
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HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

33. ¥ 56t

GER

(a)

(b)

(c)

(d)

(e)

152

REVNEBESEERHZARERRE

33 BUSINESS COMBINATION (Continued)

Notes:

(a)

The fair value of the consideration at the Acquisition Date
comprises:

FiB T

HK$’000

BHe Cash 200,000
KRB (FFFE30(c)) Consideration Shares (note 30(c)) 433,400
2R (i 3E27(c) Promissory Note (note 27(c)) 285,614
ARG Z i (Fi7E27(d)) Convertible Note (note 27(d)) 948,237
1,867,251

BERE NSRS BB R KRR
% ARREREAERARENERE
BHABRZ T  YHEAKEE
EBEEHBE A RERER WA KR
R e

B5REMBKKAZ AR EREE
734,104,000/8 7T ° 5% % FE 4 7R I
BME - BFEME HFRIER 28k -

B KBS =78 B #4E © Mongolia Investment
BVIX E @A R (B3ECamex LLC *
Kores X TNE) G RN £ 2= 4 ek » W
HE1BF5E4)317,188,000/8 T - &%
BAHR-_ZT—TFENA—B#ET
REBEBHRFRNESEWZE874,961,000
BT - WE L EEF 373,900,000
TL o W EEEEREHFERE I
TERBEEEN_T—ZTFNA
— B SERk B AN £ B BB T = Bl as
DB EE - NEERERIRRE

B EXCAratE SN - WY HE T
H ARE ([RANKRE]) BEZIER
RAGH o IBRIRZ S IERARHE - WA
TRKEEEZN\BAAAKTFRRZ
HERE((E-_0EERSE]) B
Camex LLC K Kores P + 18 #h 47 i BR
(F13E19) 2 A A EskCamex LLC K EFff
BAR (T EiEEE mE RS R (K
ZF18) ZTNE) 2 AnE ([ARE]) T
4 121,550,000,000/ 7T+ AA &) AR
EPp—RERBRTRERE -BEZE
BrACREES

(b)

(c)

(d)

(e)

The goodwill is attributable to the exploration and mining
business in Mongolia and such Acquisition enables the Group
to diversify its existing business portfolio and broaden its
source of income arising from natural resources business in
Mongolia.

The fair value and the gross amount of trade and other
receivables amounted to HK$4,104,000. None of these
receivables have been impaired and it is expected that the
full contractual amounts can be collected.

Since the Acquisition, Mongolia Investment BVI and its
subsidiaries including Camex LLC, Kores and TNE did not
generate revenue and incurred net loss of approximately
HK$317,188,000 for the year. Had the business combination
been taken place on 1 April 2010, the Group would have
earned revenue of HK$874,961,000 and incurred net loss of
HK$373,900,000 for the year. These pro-forma information
is for illustrative purposes only and is not necessarily an
indication of revenue and results of the operations of the
Group that actually would have been achieved had the
Acquisition been completed on 1 April 2010 nor are they
intended to be a projection of future results.

Apart from the above, included in the Acquisition agreement
are some terms and conditions relating to contingent
consideration (the “Contingent Consideration”). Under such
terms and conditions, the Company is required to issue a
Compensation Note to one of the vendors in case of the fair
value of the seven exploration licences (note 19) held by
Camex LLC and Kores or the fair value of Camex LLC and its
subsidiaries (excluding TNE which is holding four mining
licences (note 18)) (the “Fair Value”) as shown in the valuation
report to be submitted in eight months after the completion
of the Acquisition (the “Second Valuation Report”) is not
less than HK$1,550 million. The principal amount of the
Compensation Note shall be:
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33. ¥ 56t

GER

(e)

(&)

(i ARME - WEZHEEREFH
RZRAABEBERESZR
1,550,000,000% jt 1B & 7
3,100,000,0007% 7T : 3k

(ii) 3,100,000,000# 7T * fiM s =
DEEREARZAAEBEER
5% $23,100,000,000/% 7T °

i — I EERS AR AR EERER
1,550,000,0007% 7T + Bl 57 {E H E ]
e

REBWERGR  ARREELNESE
BEBAL N  UEUSRERE -0
HEHRE  AF_OHEEHRE2ZRA
RATESARRBRE °

BRE D EREMF N TIERRE
RIFTTH - BUEE O EERS BE
RUBEEB RN\ EARTIE - R
BB R BARE S ET

HERE -

33. BUSINESS COMBINATION (Continued)

Notes: (Continued)

(e)
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(Continued)

(i) the Fair Value, if such Fair Value as shown in the
Second Valuation Report is equal to or more than
HK$1,550 million but less than HK$3,100 million; or

(i) HK$3,100 million, if the Fair Value as shown in the
Second Valuation Report is equal to or more than
HK$3,100 million.

No payment shall be made if the Fair Value as shown in the
Second Valuation Report is less than HK$1,550 million.

Pursuant to the Acquisition agreement, the Company and the
vendors shall use their respective best endeavours to obtain
or procure the Second Valuation Report and the Second
Valuation Report should be produced in form and substance
satisfactory to the Company.

As the necessary work required in coming up with the Second
Valuation Report cannot be completed in time and the Second
Valuation Report cannot be issued within eight months after
the Acquisition Date, no Compensation Note has to be issued
to the vendors in accordance with the terms of the Acquisition
agreement.

153



B I5 R R M

NOTES TO THE FINANCIAL STATEMENTS

HE—F——

F=H=+—HIFFJZ For the year ended 31 March 2011

34. EiE

(a)

154

REMERR
HEH
RIET I REF TR HEEEHE

i B &Nz &IEHE AW
T

34. COMMITMENTS

(@) Operating lease commitments

The Group

The future aggregate minimum lease rental payable
under non-cancellable operating leases in respect of
land and buildings was as follows:

—F R Within one year 3,121 1,450

F_FEEFRF In the second to fifth years,
(BREEEMF) inclusive 3,902 —
7,023 1,450

AEBRBELAEREETY
% RSAENS AYPME=F
(CF—FF : ME=) - LTS
KB A EEER SR B
o HESMETRETARAE

ERTK

—

%O
AT

KRB FR-F-FF=A=
+—B - AR R EAEALEE
AR -

The Group leases certain properties under operating
leases. The leases run for an initial period of two to
three years (2010: two to three years), with an option
to renew the leases and renegotiate the terms at the
expiry date. The leases do not include any contingent
rentals.

The Company

The Company did not have any significant operating
lease commitments as at 31 March 2011 and 2010.
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34, &IE @ 34. COMMITMENTS (continuea)
(b) BEAREIE (b) Capital commitments
rEE The Group

BEWME BB &K Purchase of property, plant and

(FtsE) equipment (note) 29,343 —
W B Pl Acquisition of technical know-how 2,703 —
BREBENTEEZH 2 Other commitment related to exploration

Hofth A and evaluation activities 2,307 —

34,353 —

PR EE Note:
BIEEHA-—ZZEAFNA+NAH Pursuant to the tender submitted to the relevant government
SHBEERRAHREBRITR-TZ authority of Mongolia dated 18 August 2006 which was
NE+A+—REZBRFHBERZ accepted by the government authority on 11 October 2006,
IZE - TNEZBEENIR - WAEEEE TNE has to establish a processing plant for the production of
MBI E & - BE I’ E KA smokeless fuel product at an estimated investment cost of
5,835,000,000E # £ 57w (FHER 4 MNT5,835 million (equivalent to approximately HK$38
38,000,00077T) ° Bt - EE =TT million). In connection to this, TNE received subsidies from
NE+-—A=+—8  INEBKEAS & the government amounted to MNT1,186 million (equivalent
1,186,000,000& 1§ 2572 (BSR4 to approximately HK$7.7 million) in aggregate up to 31
7,700,000/ L) 2 B B) - 12 December 2008. The tender refers to a number of
FZERBEEZE  BENIBER=-Z performance targets including the commencement of
ENFZARALEREE  BF4E operation and production of the processing plant in March
ERTHEEZEERHER-_ZEZN 2008, the production of a specified quantity of smokeless
F = A A1E%E5,835,000,000E 1% £ 52 fuel per year and the capital injection of MNT5,835 million
(FZ 12 4938,000,000/ 7T) ° fAT (equivalent to approximately HK$38 million) by March 2008.
BEEFBAMEHREZAE  ZERHE However, the performance targets are not yet achieved up to
BiZEARER © the date of these financial statements.
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(b) EBEAAYE

156

rEE @
GERNC)

RIB()TNEEZBUTH R T A A=
ZENFTANBZERAGHNBS -
FERTNEER 2 /B2 A EEZ T
B WHERBAE R ZR%EB R
BINES  (NEEEEREMETIR
BREE RS REEIMH ) EZ BT
HEER  RINEZEEEE  ERE
PBRERHRZBERE  AEBEE
AR R ABITE T R REZRTNES K
HREBAT  MEFEFEHTME &
RERBEMAZRRBBTEHA
SEEREAUBTE N T ——
FZA=T—HAHREBRAFEM
MR XN ZERESBENR
4,495,000,000E 18 B 52 (SR 4
29,300,000/ 7T) - WHRAXHKEE - B
TNEEZ B H#BRERTIR A 8 R A
RN TR ES BN ERE
PR AT - EMEIRE 2 AT HBE
FIVEIE R B B B (Ff7E28) -

¥ NN
RZE——FR T ZTF=F=
+—8 ' ARARWEEMERER
FRHE o

34. COMMITMENTS (Continued)

(b)

Capital commitments

The Group (Continued)

Note: (Continued)

Based on (i) a contract accomplishment notice dated 8
October 2008 which was signed by TNE and the government
authority confirming that the subsidies granted to TNE have
been used for the construction of the processing plant and
that the government has agreed to provide additional funding
for the project; (ii) management has been actively
communicating with the government authority regarding
revising the existing investment plan as well as seeking for
additional subsidies; and (iii) the legal advisors of the Group,
having considered the tender, the contract accomplishment
notice and the circumstance arising, opine that it is very
unlikely for the government to hold TNE responsible for the
performance targets, the Directors have assessed the fact
that the performance targets as set forth in the tender have
not yet been achieved does not result in the significant
financial impact to the Group. The outstanding commitment
with reference to the existing investment plan amounted to
approximately MNT4,495 million (equivalent to approximately
HK$29.3 million) as at 31 March 2011 which is disclosed
herein. The entire amount of the government subsidies
received were accounted for as non-current liabilities (note
28) until TNE and the government authority have come into a
conclusion on the revised investment plan and the additional
subsidies for the processing plan.

The Company

The Company did not have any significant capital
commitments as at 31 March 2011 and 2010.
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35 _R/\\\,\F FI/A

(a)

(b)

RBEFREFE - AEEFRIEAD
TR TIRE KRN B ME
RIE - RAFE » ARR—KMEB
RAWERZMBREZ WEKEE
£ RESRAE HK9,500,000%
7T o NEE B 548,600,000/ 7T
ZENFERZRD BRRERER
& - AFRE B A EHEETTAER
B RZF——F=A=1t—HEK
BERFMBHRERAY - ORRFR
DEETH - REBHR - ZRE
WEEBAER - REAEELEE
RzE#  EFRARAKEEER
7 NMERMEH A - BRIBLEAT
RBIRERRE - Filt - EFRB
ZRDBEZRET KA REEAE
BELEMNEAMBEE -

RZZE—F=A=+=0 ' A2
AMBEEREMALT (TREDEH
RARRHEMBEZRBIFA - HEB
RBEZIEEERE - BERSIAR
NRABREBEEBEETEN - ——F
= AT —HBBZABRFHETE
HERMEE 2RHS - HRREIL
ERAARIRLESHEEERR -
IARAR BRI BEERNFAE
o REBREIFEFRGSH
wo A MEZZEVBRKA
B RGN ETEE A B FEE R

SHFERER B - BIBANARIFT
CERBERCER  RERRSS
BRI RN - EE L -
BOREEEER T —FMA
+ =B (ffzE40(a)) °

35. CONTINGENT LIABILITIES AND
LITIGATIONS

(a)

—Z——F %3 | Annual Report 2011

In prior financial years, the Group received from an
ex-subcontractor two claims in respect of two
completed projects. During the current year, a writ of
summons was served to a subsidiary of the Company
as defendant in respect of those two claims seeking
the recovery of a sum of approximately HK$9.5 million
in aggregate. The Group made a counterclaim against
the ex-subcontractor for overpayment of approximately
HK$8.6 million. The claims are under legal
proceedings. As at 31 March 2011 and up to the date
of these financial statements, the legal proceedings are
still in progress. There is no material progress in respect
of the claims subsequent to the reporting period. Based
on the advice from the legal advisers of the Group, the
Directors believe that the Group has a good case not
only to defend but also to counterclaim the overpaid
amount. Accordingly, the Directors consider that the
claims from the ex-subcontractor will unlikely result in
any material financial impact on the Group.

On 23 March 2011, two of the Company’s Directors
and others (the “Plaintiffs”) commenced legal
proceedings to claim against the Company and other
directors for various relief including an injunction
preventing the Company from proceeding with the
proposed placing of shares pursuant to the resolution
purportedly passed by the Board on 21 March 2011.
The Plaintiffs have not claimed against the Company
for damages and the liabilities of the Company are
limited to costs at this stage. The Plaintiffs have made
an application for an interlocutory injunction. However,
up to the date of these financial statements, the
Plaintiffs have not fixed a hearing date for the
application of interlocutory injunction. Based on the
advice of the Senior Counsel retained by the Company,
the Plaintiffs’ application for injunction has little hope
of success. As a matter of fact, the placing of shares
has been subsequently completed on 13 April 2011
(note 40(a)).
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35. FIRBER

(c)

FFA @)

35. CONTINGENT LIABILITIES AND

LITIGATIONS (Continued)

B LSS R-ZFE——%F=H
=t+—HA  AEERBEXKBIE
PERLBERBRRE - BRZ
FHEImR AR AR GEIRR o AT
R ZFRMRELETARES
B -EER/CEERMZFRRIA
MR ERARREMERZBKR
(B) - Bt - ZFEFDBRREZ
REBEEH TS EAREEZ MK
SUEREARTNFIHE o

(c)

Apart from the above, as at 31 March 2011, a number
of lawsuits and claims arising from the normal course
of business were lodged against the Group which
remain outstanding as at the date of these financial
statements. Claim amounts are not specified in the
applications of these lawsuits and claims. In the opinion
of the Directors, sufficient insurance coverage are
maintained to cover the losses, if any, arising from these
lawsuits and claims and therefore the ultimate liability
under these lawsuits and claims would not have a

material adverse impact on the financial position of the
Group.

36. R 36. GUARANTEES

REMER - NARMEL M ERIBHIER As at the end of the reporting period, the Company issued the

O following significant financial guarantees:
—E——fF —E-FF
2011 2010
FET FHET
HK$’000 HK$’000
ATIEE 2 R Guarantees in respect of:
RITETETHEBRARZ Credit facilities granted by banks
EERE to certain subsidiaries 137,645 106,751
RITA—RMBLRAZ Performance bonds issued by banks
BEEHHNBAHRE to a subsidiary’s customer 10,000 13,000
BETHBARGIMYZ Finance lease arrangements entered into
FhEEE L by certain subsidiaries 372 978
148,017 120,729

ARBEEREETHEBARRRITIELR
XER - ERAMBARRLEEEREZ
BB AR o

The Company, together with certain of its subsidiaries, issued
cross guarantees to bankers as part of the security for credit
facilities granted to the subsidiaries.

EERA/RE LM BERAEE M
FEYTEXN - R SR BRERL &
AR EWHRE -

In the opinion of the Directors, the financial impact arising
from providing the above financial guarantees is immaterial
and accordingly, they are not accounted for in these financial
statements.
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37. BERRS 37. RELATED PARTY TRANSACTIONS
(i) E—BEEQATRIZRS (i) Transactions with a related company

S FEBBABR AR Rental expenses for office premises

2 AZ=F4L (MsE)  paid to Grand Media Limited (Note) 984 984
B &E Note:
ARBESRNALE - RERTAE The Directors of the Company, Mr. Yuen Chow Ming, Mr. Yuen
RERBELEERBRBR QR D A% Wai Keung and Mr. So Yiu Cheung, have equity interests of
B34%  33% K% 33% 2 BXHE - 34%, 33% and 33% respectively in Grand Media Limited.

(i) TEEBAER (ii) Key management personnel
BIXNABEATSEZIEEE Included in staff costs are key management personnel
ABE : compensation which comprises the following
categories:

#e . BER Salaries, allowances and
B R benefits in kind 11,615 9,228
AR S 45 B AR 1D Equity-settled share-based
Az fE compensation 8,275 813
RRAE M E B Retirement benefits scheme
contributions 164 101

20,054 10,142
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38.

160

EXEHE

AEENESEE B RRRENEEER
BEE  NMABRRIRHOR - RKRE
Hip Mz EREE RN - R RENE
ARBIAREE KA - ARERAKE
B IR AN & -

AEBRERNBELRNELEFEER
e R RTIRFERRAERTE
FEHEREERRTEFERASEHDK
HIRTTER - BERFNABEARE - K
SESEHBIRN TR ZBEHEITH
Bfp o AEER -_F——FR_F-FF
ZA=tT—HMEBEARBFBLRNT :

38. CAPITAL MANAGEMENT

The Group’s objectives when managing capital are to safeguard
the Group’s ability to continue as a going concern in order to
provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to
reduce the cost of capital and to support the Group’s stability
and growth.

The Group monitors its capital structure on the basis of gearing
ratio, i.e. net debt to equity. Net debt includes borrowings less
cash at banks and in hand and pledged bank deposits. To
maintain or adjust the capital structure, the Group may adjust
the dividend payment to shareholders or issue new shares.
The gearing ratios of the Group as at 31 March 2011 and
2010 were as follows:

—E——F —E-FF

2011 2010

FBET T T

HK$’000 HK$'000

B Debt 949,609 107,729
o RITEFERE SN Less: cash at banks and in hand and

BEMIEITFER pledged bank deposits (323,167) (124,633)

FEE Net debt 626,442 (16,904)

BN EmaE Capital represented by total equity 1,690,984 364,268

BEARBERE Gearing ratio 37% ER N/A

AEEEEBERABLREFRAT K
FEEBEVBFEZREKF - UFTE
RERABRRA FARES -

The Group targets to maintain gearing ratio at a healthy level
as have achieved in the current and last financial years, which
is in line with the expected changes in economics and financial
conditions.
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39. €T A
(@) 2T EER

39. FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

MBEE
BRARERBRIIK
ZHBEE

— TEMBEE

B R YRR
(BRBITHETER
Be A REEA
RITER

MBEE
R SH AR BR
ME K AR

Financial assets
Financial assets at fair value through
profit or loss — Derivative financial assets

Loan and receivables
(including cash at banks and in
hand and pledged bank deposits)

Financial liabilities
Financial liabilities at amortised cost

80,342

411,667

1,025,138

243,652

194,704

MBEE
BARERBRIIE
ZHBEE

— TEMBEE
B R IA
(BREBRITETR
B AR EEA
RITHER)

MBEE
RSP T BR
ME AR

Financial assets
Financial assets at fair value through
profit or loss — Derivative financial assets

Loan and receivables
(including cash at banks and in hand
and pledged bank deposits)

Financial liabilities
Financial liabilities at amortised cost

80,342

425,316

818,637

198,380

9,819
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39. @I H» 39. FINANCIAL INSTRUMENTS (continuea)
(b) ZERTAZ5 M (b) Financial results by financial
4 instruments
TR T EAEMKA Income, (expense), gains or (losses)
(FAx) - BFI=k on financial instruments:
(E518)
AR &\ 2 FBU A Interest income or
3 (FA) - (expenses) on:
B & EWSRIE Loans and receivables 2,067 96
R 5 P AT R Financial liabilities at (76,158) (1,492)
MK AaE amortised cost
AR ERSTAET A Fair value change on the Derivative
Bz AR EEE) Component of the Convertible Note
(Bt #E27(d)) (note 27(d)) 22,821 -
H th e W FR IR R E Impairment of other receivable - (806)
(c) MERBEEBEERK (c) Financial risk management

162

=

AEEAZ NRBRENMERLE -
BREMERR (EEHMEER K
E¥RR) - EERRERBES
R - AEEOEEBEREERE
RESRMSEAEINER X
RERIUSTRAEZHAEEIT R
BSROBETNEE - RRE
BEHERE ﬁﬁ*ﬁ?ﬁ%%‘%ﬁt/ﬁﬁﬁ
BERT - AEBE W EHIEEH
BREEER - A - $%@Z§$
LR ERABEHRTEE N
FETE N w1 R B 3 51 X B2 A A5 L
B ) SRAE

objectives and policies

The Group’s activities expose it to a variety of financial
risks which comprise market risk (mainly interest rate
risk and currency risk), credit risk and liquidity risk.
The Group’s overall risk management focuses on the
unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group’s
financial performance. Risk management is carried out
by key management under the policies approved by
the board of directors. The Group does not have written
risk management policies. However, the directors and
senior management of the Group meet regularly to
identify and evaluate risks and to formulate strategies
to manage financial risks.

EHREEEAER2AT | Mongolia Investment Group Limited



B 3% SRR BT R

NOTES TO THE FINANCIAL STATEMENTS

HE_—_ZFT——F=H=+—HIFFJZ For the year ended 31 March 2011

3 9 . % E@\ I El\ (4&)

(d)

0 % B b B 1
T EM - FIRER

MEEBESRTE AR ERR
SMERBET SRS TKE) 2
AR - NEEZ WA K ZER
EREBER BT NT 5N KRE
b o ARG B 2 F R 3 22K A iR
IS - KRB RITEERZEH

(d)

i B - EAEEAHRSRER
AR o R REE RIS 2 3817

f2 B0 2 ) R 0 B P 327
#E -

RER B B Al I A 3R R B
RHEEEHEEERN XA
@ WHEARERZRBLEITEAN
M@ o

WPrE ARG FAE - ERE
BAREENE SRR 2FBRIT

EENEmEBMN AR A REE B &K
Efhs (ERXZERAEEHIRN
TONGREDHT - WATGEHREX

EE)WT :

I ([EE]) Increase/Decrease in
#an,m basis points (“bp”)

+ bOE B, + 50 bp

_ 5O E 50 bp

39 FINANCIAL INSTRUMENTS (Continued)

Financial risk management

Market risk — interest rate risk

Interest rate risk relates to the risk that the fair value or
cash flows of a financial instrument will fluctuate
because of changes in market interest rate. The Group’s
income and operating cash flows are substantially
independent of changes in market interest rates. The
Group’s interest rate risk mainly arises from bank
borrowings. Majority of the bank borrowings are
arranged at variable rates which expose the Group to
cash flow interest rate risk. The interest rate and
repayment terms of the bank borrowings outstanding
at year end are disclosed in note 27.

The Group currently does not have an interest rate
hedging policy. However, the management monitors
interest rate exposure and will consider hedging
significant interest rate exposure should the need arise.

Management’s best estimate of the Group’s exposure
to a reasonably possible change in interest rates on its
floating rate bank borrowings, with all other variables
held constant, at the end of each reporting period are
as follows (in practice, the actual trading results may
differ from the sensitivity analysis below and the
difference could be material):

R EEE

(Em) WD R

R =R

BB &ER Om2) &
Sy (Increase)/
() D> Decrease in
(Increase)/ loss after tax
Decrease in  and (decrease)/

loss after tax and increase in
accumulated loss retained profits
=—E——F BT
2011 2010

FHET TAT

HK$’000 HK$'000

(574) (438)

574 438

FESB W N EAREBER 2 H
fhAARK BP0 - ERE FMSRE D
Wi DERENR_E—FR=Z
—ZTFE=Z A=+ ANEEREME
HEMBREEN—BEFE -
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The changes in interests rates do not affect the Group’s

other components of equity. The above sensitivity
analysis is prepared based on the assumption that the
borrowings as at 31 March 2011 and 2010 existed
throughout the whole respective financial year.
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39. €T A @ 39. FINANCIAL INSTRUMENTS (continuea)

(d)

le4

ERER @) (d)
™5 A ke — & ¥ E ke

SERERESRTIAARBEIRRK
RenERSHEE R 2K g 2 &
R - ARE KRB EBZNEER
SHERENRRE - KBOXRZD
BIABTTREEBRHERAEH
BREBARE T ARTIIEZER
BB RERAEBZEREENA
BB E A 2 EAINE R
B AREHEEBEZERSN
R aEERZESEER -
S BIP B R A W R AT S EDRINE
RBREERPTELR - AW - B
ERESRIINERR - WHRBE
5 E B I EAIMNER L

WA EMEAREFTE  EEE
HAEERESEMARERER R
EITHERA S IR ] fe # B R
S (BRERIGERIN T I8
EofT  WrAlgE A EAER) W
T

B & 27 W ETT MNT strengthen/

FHEHE weaken against USD

FE10% Strengthen by 10%
H71E10% Weaken by 10%

Financial risk management (continued)
Market risk — currency risk

Currency risk refers to the risk that the fair value or
future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. The
Group/Company mainly operates and invests in Hong
Kong and Mongolia with most of the transactions
denominated and settled in HK$ and MNT respectively.
Other than certain USD-denominated loan account with
group companies, no material foreign currency risk has
been identified for the monetary assets and liabilities
in Mongolia as they were largely denominated in a
currency same as the functional currency of the
Mongolian entities to which these transactions relate.
The Mongolian subsidiaries have not entered into any
derivative instruments to hedge the foreign exchange
exposures, however, the management continuously
monitors foreign exchange exposure and will consider
hedging significant foreign exchange exposure should
the need arise.

Management’s best estimate of the Group’s exposure
to a reasonably possible change in MNT against USD,
with all other variables held constant, at the end of
each reporting period are as follows (in practice, the
actual results may differ from the sensitivity analysis
below and the difference could be material):

BRBEBEBERER
2t EE
w3 )
Decrease/(Increase)
in loss after tax and
accumulated loss
—E——f —T—EfF
2011 2010
FHERT FHET
HK$’000 HK$’000

10,986 =
(10,986) =
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39. €T A »
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39 FINANCIAL INSTRUMENTS (Continued)

(d)
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Financial risk management (continued)

Credit risk

Credit risk refers to the risk that the counterparty to a
financial instrument would fail to discharge its
obligation under the terms of the financial instrument
and cause a financial loss to the Group. The Group’s
and the Company’s maximum exposure to credit risk
in relation to each class of recognised financial assets
is the carrying amount of those assets (note 39(a)) as
stated in the consolidated and the Company’s
statements of financial position and the amount of
guarantees issued by the Company as disclosed in note
36.

The Group limits its exposure to credit risk by rigorously
selecting the counterparties. Credit risk on cash and
cash equivalents (note 25) is mitigated as cash is
deposited in banks of high credit rating. Customers of
engineering contracting business are mainly
government departments/organisation and reputable
corporations and thus credit risk is considered low.
Credit risk on other loans and receivables is minimised
as the Group performs ongoing credit evaluation on
the financial condition of its debtors and tightly monitors
the ageing of the receivable balances. Follow up action
is taken in case of overdue balances. In addition,
management reviews the recoverable amount of the
receivables individually or collectively at each reporting
date to ensure that adequate impairment losses are
made for irrecoverable amounts. The credit policies
have been followed by the Group since prior years and
are considered to have been effective in limiting the
Group’s exposure to credit risk to a desirable level. None
of the Group’s financial assets are secured by collateral
or other credit enhancements.

At 31 March 2011, 73% (2010: 85%) of the total trade
receivables was due from the Group’s largest customer
within the waterworks engineering contracting business
segment. Further quantitative data in respect of the
Group’s exposure to credit risk arising from trade and
other receivables are disclosed in note 23.
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39. @I B »

(d)
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39. FINANCIAL INSTRUMENTS (continued)

(d)

Financial risk management (continued)
Liquidity risk

Liquidity risk relates to the risk that the Group will not
be able to meet its obligations associated with its
financial liabilities that are settled by delivering cash
or another financial assets. The Group’s policy is to
regularly monitor its liquidity requirements and its
compliance with lending covenants in order to maintain
sufficient reserves of cash and adequate committed
lines of funding from major financial institutions to meet
its liquidity requirements in the short and long term.
The liquidity policies have been followed by the Group
since prior years and are considered to have been
effective in managing liquidity risk.

The table below analyses the remaining contractual
maturities of the Group’s and the Company'’s financial
liabilities at the reporting date which are determined
based on contractual undiscounted cash flows and the
earliest date the Group and the Company may be
required to pay:
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39. T A 39. FINANCIAL INSTRUMENTS (continued)
(d) BEEBRERE @ (d) Financial risk management (continued)
REBESRRE &) Liquidity risk (Continued)

r5E The Group
RZZB-——F=HA=+—-H Asat31 March 2011
MERTEER Interest-bearing bank borrowings and

MEMEAE (HiE@) finance lease liabilities (note (a)) 138,017 138,380 13 =
2 S EMNFR Trade payables 61,238 61,238 = =
[EHRE FE Retention payables 3,911 3,911 = =
Hib A RERESER Other payables and accruals 10,380 10,380 = =
RERRLER Non-interest bearing Promissory Note 309,472 - 350,000 =
B BREE Non-interest bearing Convertible

- BB (D) Note - liability component (note (b)) 502,120 = - 837,500

1,025,138 213,909 350,013 837,500

W-Z-FH£=H=+-H Asat31 March 2010

MERTEER Interest-bearing bank borrowings and

BEAEEE (@) finance lease liabilities (note (a)) 107,729 108,547 384 =
B S EIHE Trade payables 73,036 73,036 = =
ERHRE FE Retention payables 1,679 1,679 = =
Hi A REREGER Other payables and accruals 12,260 12,260 = -

194,704 195,522 384 =
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30. T A w»
(d) BERERERE®
RBESER (@)

39. FINANCIAL INSTRUMENTS (continuea)
(d) Financial risk management (continuea)

Liquidity risk (Continued)

168

NG

R-E-—-%=f=+—H

The Company

As at 31 March 2011

Hi R RERESER Other payables and accruals 288 288 = =
FERHI B A Rl 0A Amounts due to subsidiaries 6,757 6,757 = =
RERRLER Non-interest bearing Promissory Note 309,472 - 350,000 =
PRAHREE -BEE  Non-interest bearing Convertible Note
(H3E(b)) — liability component (note (b)) 502,120 - - 837,500
818,637 7,045 350,000 837,500
BEIMIBER Financial guarantees issued
ERONGEREE Maximum amount guaranteed
CiE0) (note (c)) TEANA 148,004 13 =
R-ZE-ZF=F=+—H Asat 31 March 2010
Hi T RERESER Other payables and accruals 3,061 3,061 = =
T B AR A Amounts due to subsidiaries 6,758 6,758 = =
9,819 9,819 - -
BE LM BER Financial guarantees issued
EROGEREE Maximum amount guaranteed
(P=E(e)) (note () T@EANA 120,357 372 —
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39. @I B »
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39. FINANCIAL INSTRUMENTS (continued)

(d) Financial risk management (continued)

(e)

Z—Z——% %% | Annual Report 2011

Liquidity risk (Continued)

Notes:

(a) The interest on bank borrowings and finance lease
liabilities is calculated based on the amount of
borrowings outstanding as at 31 March 2011 and
2010 at the respective interest rates, taking into
account the repayment dates of the respective
borrowings.

(b) For the liquidity analysis, it is assumed that the
Extension Option as disclosed in note 27(d) will not
be exercised by the Group and the Company.

(c) The contractual financial guarantees provided by the
Company are disclosed in note 36. As assessed by
the Directors, it was not probable that the subsidiaries
would default the repayment of the bank borrowings
and the finance lease liabilities. In addition, it was
not probable that the banks would claim the Company
for losses in respect of the guarantee contracts due
to security in place (i.e. bank deposits and proceeds
on certain civil engineering contracts of the relevant
subsidiaries as mentioned in note 27(a)) for the bank
borrowings. Accordingly, no provision for the
Company'’s obligations under the guarantees has been
made.

Fair value measurements recognised
in the statement of financial
position

The following table presents financial assets and
liabilities measured at fair value in the statement of
financial position in accordance with the fair value
hierarchy. The hierarchy groups financial assets and
liabilities into three levels based on the relative reliability
of significant inputs used in measuring the fair value
of these financial assets and liabilities. The fair value
hierarchy has the following levels:

. Level 1: quoted prices (unadjusted) in active
markets for identical assets and liabilities;
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39. €T A w 39. FINANCIAL INSTRUMENTS (continuea)

(e) RUMBEMRARERZA (e) Fair value measurements recognised
REFTE @ in the statement of financial

position (continuea)

o EFER B BIER) . Level 2: inputs other than quoted prices
% (BB EHRES) included within Level 1 that are observable for
FRABRE-—EBRTIFHNEE the asset or liability, either directly (i.e. as prices)
KEFENAER2HRE or indirectly (i.e. derived from prices); and

ASN R - K

o FE-ER: BEXAGE . Level 3: inputs for the asset or liability that are
BT AMAMEERITHEM not based on observable market data
SHEN2H (TAHES (unobservable inputs).

) o

W EESBEREMESANR The level in the fair value hierarchy within which the

RERBEANER  BEREARL financial asset or liability is categorised in its entirety

Bif 2 AAEAREENRERE R is based on the lowest level of input that is significant

28 - RIBRAREARABEHE to the fair value measurement. The financial assets and

ZHBEERBEIEZETIAR liabilities at fair value in the statement of financial

BRI : position are grouped into fair value hierarchy as follows:

—E--FZA=+-H 31 March 2011

TTHERBERE— Derivative financial assets —
RREEC Derivative Component of
P74 T AR the Convertible Note
(FizE27(d)) (note 27(d)) - 80,342 - 80,342
NR-ZB—FE=A=+—H AEELE As at 31 March 2010, The Group did not have any financial
FREMIARAAENE AT ES instruments measured at fair value and therefore no analysis

IR RERERDH

o

on fair value hierarchy is presented.
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40. EHRBHEEH

(a)

(b)

R-F——FMOA+=H  ARAF
AERO0.067H8 T EKEE
1,320,000,0000% 7= A A] 2 #f A%
- BEEELZHMBRER
88,400,000/ 7T (AR HIBR AR 19 31T
321,900,000/ 7T) ° FAFHAT1S K
T8 #H 4986,500,000% 7T 4 AR 2R
SEZ-—REEER -

RZE——FAAZTN\R F&
BBEARER0.22BTZ HIREHR
4 #£165,000,0007% 7T 2 AT #2 %
ER - CBUEEBEBZETAEHR
750,000,000/ % # i f7 - BN E
B B R B s B AR R
Hn37,500,000/% 7T § 133,053,000
BT

40. EVENTS AFTER THE END OF
REPORTING DATE

(a)

(b)

Z—Z——% %% | Annual Report 2011

On 13 April 2011, the Company completed a placing
of 1,320,000,000 new shares of the Company at
HK$0.067 per share. Proceeds generated from the
placing amounted to HK$88.4 million (before share
issue expenses of HK$1.9 million). The estimated net
proceeds of approximately HK$86.5 million is intended
to be utilised as general working capital of the Group.

On 28 May 2011, the Noteholder converted the
Convertible Note in total amount of HK$165,000,000
at the conversion price of HK$0.22 per share whereby
a respective total number of 750,000,000 Conversion
Shares were issued. As a result of the conversion, share
capital and share premium has increased by
HK$37,500,000 and HK$133,053,000 respectively.
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FINANCIAL SUMMARY

ATES A EEBERETRFEE 2 FERE A summary of the results and the assets and liabilities of the Group
ERERMENEEEE T BEEZTHIRE © It for the last five financial years, as extracted from the published audited

BMEXTEXEEZT BT 2545 - financial statements, is shown below. This summary does not form
part of the audited financial statements.
=
E 4 RESULTS

g Revenue 519,944 648,475 660,870 675,959 874,961
REFZHRF,/ (F5E) Profit/(Loss) for the year 34,316 24,885 6,391 (17,281)| (370,586)
EEREE ASSETS AND LIABILITIES

BEE Total assets 356,948 773,315 612,615 568,216 | 3,323,955
wmafE Total liabilities (196,196) (335,477) (229,433) (203,948) | (1,632,971)
R Total equity 160,752 437,838 383,182 364,268 | 1,690,984
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