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The directors present their report and the audited financial
statements of the Company and the Group for the year ended 31
March 2006.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
subsidiaries engage in the design, manufacture and trading of
consumer electronic products and components and home appliance
products. There were no changes in the nature of the Group’s
principal activities during the year.

Details of the principal activities of the Company’s subsidiaries are
set out in note 18 to the financial statements.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 March 2006 and the state
of affairs of the Company and the Group at that date are set out in
the financial statements on pages 35 to 127.

No interim dividend was paid to shareholders during the year (2005:
Nil). The directors recommend the payment of a final dividend of
HK1 cent per share (2005: HKI
shareholders whose names appear on the register of members on

cent per share) in cash to

20 September 2006. This recommendation has been incorporated
in the financial statements as an allocation of retained profits within
the equity section of the balance sheet.

RESERVES

Details of movements in the reserves of the Company and of the
Group during the year are set out in note 32(b) to the financial
statements and in the consolidated statement of changes in equity,
respectively.
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DISTRIBUTABLE RESERVES

In the opinion of the directors, the Company’s reserves available for
distribution represent the share premium account, contributed
surplus and retained profits. At 31 March 2006, the Company’s
reserves available for cash distribution and/or distribution in specie
amounted to HK$139,164,000, including the share premium
account, of which HK$9,529,000 has been proposed as a final
dividend for the year. Under the Companies Law (2002 Revision) of
the Cayman Islands, the share premium account of the Company,
in the amount of HK$59,098,000, is available for distribution or
dividends to shareholders, subject to the provisions of its
memorandum and articles of association and provided that
immediately following the distribution of dividends, the Company is
able to pay its debts as and when they fall due in the ordinary

course of business.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest customers in aggregate accounted
for approximately 45% of the total revenue of the Group and the
largest customer accounted for approximately 15% of the total

revenue of the Group.

During the year, the five largest suppliers in aggregate accounted
for approximately 34% of the total purchases of the Group and the
largest supplier accounted for approximately 11% of the total
purchases of the Group.

As far as the directors are aware, neither the directors, their
associates (as defined in the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing Rules”)),
nor any shareholders which, to the knowledge of the directors,
own more than 5% of the Company’s issued share capital, had any

interest in the five largest customers or suppliers.

FIVE YEAR FINANCIAL SUMMARY

A summary of the published results, assets and liabilities of the
Group for the last five financial years, as extracted from the audited
financial statements and restated/reclassified as appropriate, is set
out on page 128. This summary does not form part of the audited

financial statements.

A] 7 K %

EEFGRA  ARAAHESIROBEERDE
BE SARBRRBEN - NZTTRF=
A=+—R  ARAIAERS K/ REDD K
AR 5139,164,00008 7T (B IER 7D E &
8R) + A 9,529,000 T B E#EBIERN AT
EARHRKRE - BREREHRSAE(ZTZZ
FAEFTAR) - Br A B4R £ 252 40 F0 48 BIl K 32
SHEREEN  AraA KRGO EER
59,098,000/% 7T 7 Ik T AR 3R 3k LA AR S 89 2 = )
REIRE - MEERRERS®E  AAFEEB
BENERBEEAEXEBPINHAMNERE -

TREEFRMHER

FR - AREFPAHBAEEBKRALA5%
MEARPAMEAREB AW AL 15%

TR ARAEEAAREAEEARBEY
34%  MEAREEBNEASBERRBELY
11% e

BREEEMHN REF WEZIBMBEAL(CE
EABEBMERIMERRAES LHAR
(TERRAMDARBEEMAREEARRECE
TTRRA5%IA EMERBR - IERERETF
FHEE DA EAER -

IEMBENBE

AEERBERAATBRFENESBREERE
ERAEME (BEREKERYH®RE Lk
EEBRTEYEFHR) BNRF1288 © %
BEYIFEERWBERENEMBD -

- ' h



rs

2006 . Annual Report

Tonic Industries Holdings Limited

ROBXEZERERAF

REPORT OF THE DIRECTORS EE2# 4%

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year are set out in note 14 to the financial

statements.

SHARE CAPITAL AND SHARE OPTIONS

There were no movements in Company’s share capital during the
year. Details of movements in the Company’s share options during
the year, together with the reason therefor, are set out in note 31

to the financial statements.

PRE-EMPTIVE RIGHTS

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

to existing shareholders.

DIRECTORS

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

EXECUTIVE DIRECTORS:

Ling Siu Man, Simon (Chairman and Managing Director)
Lee Ka Yue, Peter

Wong Ki Cheung

Li Fung Ching, Catherine

Au Wai Man

Liu Hoi Keung, Gary

Lam Kwai Wah

NON-EXECUTIVE DIRECTORS:

Wong Wai Kwong, David

Pang Hon Chung*

Cheng Tsang Wai*

Chung Hing Wah, Paul* (appointed on 26 June 2006)
Ho Fook Hong, Ferdinand* (resigned on 1 April 2006)

* Independent non-executive directors
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In accordance with article 116 of the Company’s articles of
association, Mr. Wong Ki Cheung, Ms. Li Fung Ching, Catherine,
Mr. Liu Hoi Keung, Gary, and Mr. Pang Hon Chung will retire and,
being eligible, will offer themselves for re-election at the forthcoming

annual general meeting.

In accordance with article 99 of the Company’s articles of association,
Dr. Chung Hing Wah, Paul will retire and, being eligible, will offer

himself for re-election at the forthcoming annual general meeting.

The terms of office of the non-executive directors are the periods
from their dates of appointment to their retirement by rotation in

accordance with the Company’s articles of association.

The Company has received annual confirmations of independence
from Mr. Ho Fook Hong, Ferdinand, Mr. Pang Hon Chung and Mr.
Cheng Tsang Wai, and confirmation of independence from Dr.
Chung Hing Wah, Paul (newly appointed on 26 June 2006). Except
for Mr. Ho Fook Hong, Ferdinand, who has resigned on 1 April
2006, the Company still considers them to be independent as at the
date of this report.

DIRECTORS’ BIOGRAPHIES

Biographical details of the directors of the Group are set out on
pages 7 to 9 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

All the executive directors, other than Mr. Lee Ka Yue, Peter, and
Mr. Lam Kwai Wah, have entered into service contracts with the
Company for terms of three years commencing from 1 October
2003. Mr. Lam Kwai Wah has entered into a service contract with
the Company for a term of three years commencing from 27
September 2004.

Save as disclosed above, none of the directors proposed for re-
election at the forthcoming annual general meeting has a service
contract with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of
compensation, other than statutory compensation.
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DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders” approval at general
meetings. Other emoluments are determined by the Company’s
board of directors with reference to the directors’ duties,
responsibilities and performance and the results of the Group.

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND
UNDERLYING SHARES

At 31 March 2006, the interests of the directors in the share capital
of the Company and its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFO”)), as
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 of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions

by Directors of Listed Issuers, were as follows:

A) LONG POSITIONS IN ORDINARY
SHARES OF THE COMPANY

ROBXEZERERAF
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Percentage of

Number of the Company’s

ordinary issued share

Nature of shares held capital

interest it HARDE S BT

Name of director EENE EEME ZRRHE RA&E 5L

Ling Siu Man, Simon % >3 Corporate (note) 476,830,173 50.04

NCINC =)

Wong Ki Cheung =HHE Personal 1,749,000 0.18
(EPN

Li Fung Ching, Catherine FE A Personal 2,142,000 0.22
EPN

Liu Hoi Keung, Gary B oA Personal 8,000 -
(EPN

Pang Hon Chung FIEF Personal 2,000,000 0.21
EPN

482,729,173 50.65

Note: These shares were held by Success Forever Limited, a company
incorporated in the British Virgin Islands, the entire issued share
capital of which is beneficially owned by Mr. Ling Siu Man,

Simon.
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B) ASSOCIATED CORPORATION

At 31 March 2006, Ling Siu Man, Simon personally held 2,850
non-voting deferred shares of HK$100 each of Tonic
Electronics Limited, a subsidiary of the Company.

The interests of the directors in the share options of the Company
are separately disclosed in note 31 to the financial statements.

Save as disclosed above, as at 31 March 2006, none of the directors
had registered an interest or short position in the shares, underlying
shares or debentures of the Company or any of its associated
corporations that was required to be recorded pursuant to Section
352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Apart from as disclosed under the heading “Directors’ interests and
short positions in shares and underlying shares” above and in the
share option scheme disclosures in 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 directors or their respective spouse or
minor children, or were any such rights exercised by them; or was
the Company, its holding company or any of its subsidiaries a party
to any arrangement to enable the directors to acquire such rights in
any other body corporate.

DIRECTORS’ INTERESTS IN
CONTRACTS OF SIGNIFICANCE

Save as disclosed in note 37 to the financial statements, no contract
of significance to which the Company or any of its subsidiaries was a
party in which any director had a material interest, whether directly or
indirectly, subsisted at the end of the year or any time during the year.

SHARE OPTION SCHEME

Concerning the share options granted to the directors and
employees, as detailed in note 31, the directors do not consider it
appropriate to disclose a theoretical value of the options granted
because in the absence of a readily available market value of the
share options on the shares of the Company, the directors were
unable to arrive at an assessment of the value of these share options.

B) B EE

R-TEERE=ZA=+—8  EI XA
ABAERRAMBRARARENEFAERA
RAIFREE 004 L 2 BIEERETRN
#2,8508% °

BEERARBBERENBENP B RRM
AIEHRE -

BEXHEEIN R_ZTENEFZA=1+—
H SEEMERAQRNETAMAEEEZ
B - HEROREST  BEEREESFR
HEIE DI 3526 R TR0 ek - R IE E 81T
ABEBETEFRZNZETRANG AR A
R RZ T2 S SORE ©

EERERODIEF Z2EF

B EXTESEHA 2 D MR RE B0 8 & Sk
B RF B RERME3 B R SR ESEM
BEEN  REAERAEERERETFAERSK
BESBZEBRAKNFEFLE TR - A5
BAARRBMDHESFMES - TEEIAZE
BAOETE  MARA - HERA R SEEM
B AR IS MAER B - BB EEAIRE
MEMEABBESZSEN -

EEREAGHNh &S

BUMBEHRMEIZREEIN  RERAFAE
AR E - ARBHEERNERRBET A E
MEENETREERIFAREARENEAXN
BH -

BRESE

RREENEERIBRESERE L (FHER
MizE31) EERA/ELEA R BN BERE
MIZEENERT  REMRLBREZER
BEXNMEE  BUESREN GXFHERE
MEME -

- ‘ h



2006 ! Annual Report

Tonic Industries Holdings Limited

ROBXEZERERAF

REPORT OF THE DIRECTORS EE2# 4%

SUBSTANTIAL SHAREHOLDERS' AND

OTHER PERSONS’

INTERESTS IN

SHARES AND UNDERLYING SHARES

At 31 March 2006, the following parties having the interests of 5%

or more of the issued share capital of the Company were recorded

in the register of interests kept by the Company pursuant to Section

336 of the SFO:

Name

=L

Success Forever Limited

(note 1) (K&t 1)

Eco-Haru Mfr. Holdings
Limited (“Eco-Haru”)
(note 2) (Bt & 2)

Glorious Concept Limited
(“Glorious Concept”)
(note 2) (Bt &£2)

EganaGoldpfeil (Holdings) Limited
(“EganaGoldpfeil”) (note 2)
sOMN BB SEE ([BEM ) (B aE2)

Peninsula International Limited
["Peninsula’) (note 3) (Kf#£3)

Notes:

Capacity
and nature
of interest

BORESEMEE

Directly beneficially owned

BEREEHRA
Directly beneficially owned

BERBEHA

Directly beneficially owned

ERBEEHA

Through controlled corporations

gl N E]

Through controlled corporations

BBREEE

1) The entire issued share capital of Success Forever Limited is beneficially

owned by Mr. Ling Siu Man, Simon, as disclosed in the section

“Directors’ interests and short positions in shares and underlying

shares” above.

2) The entire issued share capital of Eco-Haru and Glorious Concept is

beneficially owned by EganaGoldpfeil.

3) The issued share capital of EganaGoldpfeil is held as to 37.22% by

Peninsula.
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ordinary issued share
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RE B = o
476,830,173 50.04
181,651,303 19.06
12,753,000 1.34
194,404,303 20.40
194,404,303 20.40
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Save as disclosed above, as at 31 March 2006, no person, other
than the directors of the Company, whose interests are set out in
the section “Directors’ interests and short positions in shares and
underlying shares” above, had registered an interest or short position
in the shares or underlying shares of the Company that was required
to be recorded pursuant to Section 336 of the SFO.

CONNECTED TRANSACTIONS AND
CONTINUING CONNECTED
TRANSACTIONS

Details of the connected and continuing connected transactions of
the Company are set out in note 37 to the financial statements.

The independent non-executive directors of the Company have
reviewed and confirmed that the continuing connected transactions
set out in note 37 to the financial statements have been entered
into (i) in the ordinary and usual course of business of the Group;
(if) on normal commercial terms or on terms no less favourable to
the Group than terms available to independent third parties; and
(iii) in accordance with the relevant agreements governing them on
terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

PURCHASE, SALE OR REDEMPTION
OF THE COMPANY'’S LISTED
SECURITIES

During the year, neither the Company, nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

COMPLIANCE WITH THE
CONTINUING DISCLOSURE
REQUIREMENTS UNDER CHAPTER 13
OF THE LISTING RULES

In compliance with the continuing disclosure requirements under
Rule 13.21 of Chapter 13 of the Listing Rules, the directors of the
Company reported the details of the following loan agreement
which included conditions relating to the specific performance
obligations of the controlling shareholder of the Company.
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During the year, the Group signed a term loan facility agreement
for a syndicated loan of HK$150 million for a period of three years.
Under the terms of the agreement, the chairman of the Company,
Mr. Ling Siu Man, Simon, being the single largest shareholder and is
actively involved in the management and business of the Group, is
required to maintain at least 40% of the beneficial interests in
shareholdings in the Company.

Under the terms of the agreement, the chairman of the Company,
Mr. Ling Siu Man, Simon, being the single largest shareholder and is
actively involved in the management and business of the Group, is
required to maintain at least 40% of the beneficial interests in
shareholdings in the Company.

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 as at the date of
this report, being the latest practical date prior to the date of this
report.

AUDITORS

Ernst & Young retire and a resolution for their reappointment as
auditors of the Company will be proposed at the forthcoming annual

general meeting.

ON BEHALF OF THE BOARD

Chairman
Ling Siu Man, Simon

Hong Kong
18 July 2006
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