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* | CHAIRMAN'S STATEMENT

Dear all Shareholders,

On behalf of the board of directors, | hereby present the annual report
of Vitop Bioenergy Holdings Limited for the year ended 30 June 2010.

OPERATION REVIEW

The year under review was a year of optimization, consolidation and
development. Against the backdrop that global economic crisis has
not yet fully bottomed out and some influential media challenged the
“meeting marketing”’mode, we identified it “a year of optimization,
consolidation and development” to promote transformation through
optimization of business and to push ahead development through
consolidation. During the year, we further streamlined those operations
which we were invested in the past but recently found them not
profitable, properly optimized the structure and allocation of human
resources and adjusted business model operated when necessary
based on the concept of “focus on principle business (brand
management for healthcare products) with multiple breakthroughs in
marketing”. Our consolidation was promoted in two directions. Firstly,
the listed company implemented a diversified investment strategy and
sought for new quality projects with potential for expansion. Secondly,
we adjusted our core healthcare business and transformed of the
“meeting marketing” mode by carrying out our “sunshine transition
program”, which is a combination of national chain brand counters and
elderly service marketing. For development, we proactively recruited a
sophisticated direct sales team for healthcare products and
strengthened the utilization of capital for operation, which has built a
solid foundation for steady development of our healthcare business.

The Group recorded sales revenue of approximately HK$67.54 million,
representing a decrease of approximately HK$20.52 million or 23.30%
from HK$88.06 million of last year. The decrease was mainly due to the
unfashionable marketing mode, negative impact from media coverage
and cut-throat competition from our rivals. The Group’s gross profit
margin for the year was approximately 33.87%, representing a drop of
approximately 6.80 percentage points from last year. One of the main
reasons for the drop was that the gross profit margin from
multi-functional water generators accounting for approximately 58.65%
of the total sales was further declined. The gross profit margin from
multi-functional water generators decreased approximately by 6.37
percentage points to approximately 31.63% for the year from 38.0% of
last year. In addition, the gross profit margin from Bioenergy products
also decreased approximately by 15.45 percentage points to
approximately 30.23% for the year from approximately 45.68% of last
year. During the year ended 30 June 2010, an impairment loss of
available for sale investment of HK$3.00 million was made due to current
market valuation. The Group’s losses for the year increased
approximately by HK$12.76 million or approximately 202.54% to
HK$19.06 million from the loss of approximately HK$6.30 million of
last year, mainly due to the decrease of sales revenue, dropped of the
gross profit margin and the impairment loss of available for sale
investment.
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CHAIRMAN'S STATEMENT

BUSINESS PROSPECT

Necessary for Vitop to Perform Business Mode
Transformation within Healthcare Industry

It's time for Vitop to transform its business mode within healthcare
industry. While we have adopted the “meeting marketing” mode
over the decade, yet the mode became very unfashionable due
to cut-throat competition, which led to a decrease in its sales
revenue and operating profit over the years. Decisive
transformation of healthcare business, the existing principle or
core business of the Group, is a must, or the return for the
investors and the leading position of Vitop brands in China will be
directly affected.

Healthcare Industry Remains a Fast Growing Industry
with Promising Prospect

Despite the “meeting marketing” mode for healthcare product has
become unfashionable, it does not mean that the healthcare
product industry has been shrunk. In fact, the industry represents
a “fast growing industry” in China. With the rising living standard
and quality of living, there is an increasing demand for healthcare
products. While the marketing of healthcare products in China is
heading to “direct marketing” and “gift marketing” modes, we
expect the modes will continue to lead the market in long run.
However, no matter it is a “direct marketing” or “gift marketing”,
the domestic operating environment and market trend is looking
for a standardized and branding marketing mode. Over the 18
years of brand building, Vitop has laid a solid brand foundation
for its successful transformation. Vitop targeted to develop the
recognition and reputation of “Vitop” brand (a Famous Trademark
and China’s Top Brand) through adopting its transformation at
low cost, which in turn creating value for shareholders and
developing a healthcare product with a hundred years of history
for the society. The strategy and method of transformation is to
“turn to overtake” promptly and combine the “direct marketing”
with the “meeting marketing”, with the aim to achieve a “sunshine
transformation”.
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* | CHAIRMAN'S STATEMENT

[11. Development Strategies of Healthcare Business of Vitop

1.

Rapid implementation of “direct marketing” by introducing
strategic cooperation. Vitop Bioenergy (China) Ltd. has
collaborated with Beijing Ruipuruisen for the direct marketing
of healthcare products to achieve a win-win situation by
leveraging the capacity and experience of its operating team.
Meanwhile, the Group will actively apply for the licence for
direct marketing, which can not only increase the sales
income and profit of the Company, but also further
strengthen the brand assets and improve the intangible value
of the capital of the Group.

Implementation of “sunshine transition program”. The
Company has directly and promptly entered into the retail
market through cooperation with other well-known brand
chains and continues to develop the existing network of
“meeting marketing” with the combination of store sales,
road shows sales and meeting marketing, in order to serve
the old and new customers, speed up the development of
new products and gradually step into the “three market
segments”, which are the consumption market where people
purchase products for their own use (the “meeting
marketing” market currently mainly for the aged); the
consumption market where people purchase products for
others (gift markets selling healthcare brands mainly for the
middle-aged and the youth as well as group consumption);
and the consumption market for households (dominated by
technological products of healthcare brands for the aged,
the middle-aged and the youth).

APPRECIATION

As the joint chairman of the board of directors, | would like to express
my sincere gratitude to our shareholders, customers, suppliers and
business partners for their full understanding and support during the
hard-time. The Group’s steady growth in the healthcare industry of the
PRC over the past 18 years has relied on the efforts and contributions
of all our staff and partners. | believe, with these supports, know-how
and experience built up over these 18 years, brand advantages and
the dedication of all our shareholders and staff, the Group will keep
abreast with the time and step into another stage of development.

Han Xiaoyue
Joint Chairman

Hong Kong, 29 October 2010
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MANAGEMENT DISCUSSION
AND ANALYSIS

FINANCIAL REVIEW

The Group recorded sales revenue of approximately HK$67.54 million,
representing a decrease of approximately HK$20.52 million or 23.30%
as compared with that of last year. The decrease was mainly due to the
unfashionable marketing mode, negative impact from media coverage
and cut-throat competition from our rivals. The Group’s gross profit
margin for the year was approximately 33.87%, representing a drop of
6.80 percentage points from last year. One of the main reasons for the
drop was that the gross profit margin from multi-functional water
generators accounting for approximately 58.65% of the total sales was
further declined. The gross profit margin from multi-functional water
generators decreased approximately by 6.37 percentage points to
approximately 31.63% for the year from 38.0% of last year. In addition,
the gross profit margin from Bioenergy products also decreased
approximately by 15.45 percentage points to approximately 30.23%
for the year from 45.68% of last year.

During the year ended 30 June 2010, an impairment loss of available
for sale investment of HK$3.00 million was made due to current market
valuation.

The Group’s losses for the year increased approximately by HK$12.76
million or approximately 202.54% to HK$19.06 million from the loss of
approximately HK$6.30 million of last year, mainly due to the decrease
of sales revenue, dropped of the gross profit margin and the impairment
loss of available for sale investment.

PLEDGE OF ASSETS AND INVESTMENTS

As at 30 June 2010, the Group’s gearing ratio, measured on the basis
of total borrowings as a percentage of total equity attributable to the
shareholders of the Company, was approximately 4.53% (2009:
approximately 3.85%), of which the bank loans of approximately
HK$2.15 million (2009: HK$2.50 million) were secured by a pledge of
our financial assets designated at fair value through profit or loss of
approximately HK$1.84 million and pledged bank deposit of HK$20,000
(2009: financial assets designated at fair value through profit or loss of
approximately HK$0.59 million and pledged bank deposit of HK$20,000)
and supported by a corporate guarantee executed by the Company.

EMPLOY EES AND REMUNERATION
POLICIES

As at 30 June 2010, the Group employed a total of 216 (2009: 227)
employees, of which 210 were deployed in the PRC (2009: 220) and 6
(2009: 7) were deployed in Hong Kong. The total salaries (excluding
directors’ emoluments) for the year was approximately HK$17.72 million
(2009: approximately HK$19.73 million). Remuneration packages
comprised salary, mandatory provident fund, bonus, medical allowance
and share options.
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* I MANAGEMENT DISCUSSION

AND ANALYSIS

FOREIGN EXCHANGE RISK AND
MANAGEMENT

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

LIQUIDITY AND FINANCIAL RESOURCE

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

As at 30 June 2010, the Group had aggregate available banking facilities
of HK$2.50 million (2009: HK$5.00 million), of which approximately
HK$2.15 million (2009: approximately HK$2.50 million) was utilized and
subject to floating market rates. The Group’s cash and bank balance
at that date amounted to approximately HK$8.66 million (2009:
approximately HK$23.29 million), which was denominated in mainly
Hong Kong dollars and Renminbi.

As at 30 June 2010, the Group’s current ratio and quick ratio were
approximately 1.73 (2009: approximately 2.54) and approximately 1.10
(2009: approximately 1.94) respectively.

As at 30 June 2010, the Group had total bank borrowing of
approximately HK$2.15 million (2009: HK$2.50 million).

CONTINGENT LIABILITIES

The Group’s bank loan facility amounting to HK$2.50 million (2009:
HK$5.00 million) is supported by a corporate guarantee executed by
the Company.

Save as disclosed above and that in the note 29 to the financial
statements, neither the Group nor the Company had any significant
contingent liabilities at the balance sheet date.

VITOP BIOENERGY HOLDINGS LIMITED
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REPORT OF THE DIRECTORS

REPORT OF THE DIRECTORS

The directors present their report and the audited consolidated financial
statements of Vitop Bioenergy Holdings Limited (the “Company”) and
its subsidiaries (hereinafter collectively referred to as the “Group”) for
the year ended 30 June 2010.

PRINCIPAL ACTIVITIES

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

RESULT AND APPROPRIATIONS

The results of the Group for the year ended 30 June 2010 and the
state of affairs of the Group and the Company as at that date are set
out in the audited financial statements on pages 31 to 107.

The directors do not recommend the payment of a final dividend to
shareholders of the Company for the years ended 30 June 2010 and
2009 respectively.

SUMMARY OF FINANCIAL INFORMATION

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

PROPERTY, PLANT AND EQUIPMENT

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

INTANGIBLE ASSETS

Details of the movement in the Group’s intangible assets during the
year is set out in note 15 to the audited financial statements.
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* I REPORT OF THE DIRECTORS

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in the Company’s share capital and share
options during the year, together with the reasons therefore, are set
out in notes 25 and 26 to the audited financial statements, respectively.

PRE-EMPTIVE RIGHTS

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

PURCHASE, SALE OR REDEMPTION OF
LIST SECURITIES OF THE COMPANY

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

RESERVES

Details of the movements in the reserves of the Group and the Company
during the year are set out in the consolidated statement of changes in
equity and note 27 to the audited financial statements, respectively.

DISTRIBUTABLE RESERVES

As at 30 June 2010, the Company’s reserve available for distribution,
calculated in accordance with the Companies Law, Cap.22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands, amounted
to approximately HK$32.34 million. This includes the Company’s share
premium account, in the capital amount of approximately HK$75.21
million as at 30 June 2010, which may be distributed provided that
immediately following the date on which the dividend is proposed to
be distributed, the Company will be in a position to pay off its debts as
and when they fall due in the ordinary course of business. The share
premium account may also be distributed in the form of fully paid bonus
shares.

VITOP BIOENERGY HOLDINGS LIMITED
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REPORT OF THE DIRECTORS

MAJOR CUSTOMERS AND SUPPLIERS

During the year under review, the percentage of sales to the Group’s
five largest customers accounted for approximately 23.58% of the
Group’s total sales for the year and sales to the largest customer
included therein amounted to approximately 9.82%. Purchases from
the Group’s five largest suppliers accounted for approximately 73.59%
of the total purchases for the year and purchases from the largest
supplier included therein amounted to approximately 30.31%.

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

DIRECTORS

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

Executive Directors

Mr. Han Qingyun (Chairman)
Dr. Han Xiaoyue (Joint Chairman)
Dr. Chen Henglong
Ms. Guo Yanni
Mr. Long Mingfei
Mr. Xu Nianchun
Mr. Zhang He
(retired on 17 December 2009)

Non-executive Director
Mr. Chan Yuk Tong
Independent Non-executive Directors

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

In accordance with article 87(1) of the articles of association of the
Company, Ms. Guo Yanni, Mr. Long Mingfei and Mr. Li Xinzhong will
retire by rotation at the forthcoming annual general meeting of the
Company. Ms. Guo Yanni, Mr. Long Mingfei and Mr. Li Xinzhong being
eligible, will offer themselves for re-election at the meeting.
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* IREPORT OF THE DIRECTORS

DIRECTORS AND SENIOR
MANAGEMENT’'S BROGRAPHIES

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

DIRECTORS SERVICE CONTRACTS

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

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

DIRECTORS INTEREST CONTRACTS

Save as disclosed in note 30 to the audited financial statements under
the heading “Related Party Transactions”, there were no other contracts
of significance to which the Company or any of its subsidiaries was a
party and in which a director of the Company had a material interests,
whether or any directly or indirectly subsisting at the end of the year or
at any time during the year.

VITOP BIOENERGY HOLDINGS LIMITED
Annual Report 2010

A

%%&%@%@AEMAQ

ARREZERAEEREERARBAENF
BHNAFRE1TE22E -

3 Y IR A A

WEELL  BERIEL  RIEESL - BHE
et - EEARSCA - FHPLLE  RUBL
ESRNEAERKRFEL T W EEARAFFIL
BEERGWE  RENENEEERZRET
HARBARRABERARNNRER A AR
BRBFAEG L@mERERBEET - AAF
IREAELRD—EAEMBAARLESR
£ o

BREXFEREEN  RERERRBFAS L
EEETNES - SEEARRRE LI
MARBE—FATTEE CEERERIN M
REKLENRBAL -

=R G AR

BRCERIBRRMAOHEALRZ S —5
PR EE 251 » EAFEFELFANEMMERE -
RRTHEEAHE QR ERTERARF
EXERXIMAERLPBIEANENEREAD
ERAEH -



REPORT OF THE DIRECTORS

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

As at 30 June 2010, the interests and short positions of the directors
of the Company in the shares, underlying shares and debentures of
the Company or any associated corporation (within the meaning of
Part XV of the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (the “SFQ”)) as recorded in the register required to
be kept under section 352 of the SFO, or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies (the “Model Code”), were as follows:

Long Positions in the Shares and Underlying Shares of the
Company

A

o ey ~ A B e M A
PR AR B SR

RZZBE-—ZFXA=1H  ARAESEHAR
AR EE (TR R BB EMNESTIERE
MG GG ([38 5 REEHRPI]) SBEXVER) &Y
Bty ~ ARG RERZT  HERBIEFK
BB &N 352{478 T 17 E /& s P ac 8k 1
mRAR  IBREBELMARESFETELRS
RSP R (RE<FRD BRAAR R REE
BaXSMAERLNE ([BRPT]) ks KRR
s

T A2 1By AR BRI o 9 5

Number of
underlying
shares held Approximate
Number of pursuant to Aggregate percentage
Name of directors Capacity shares held share options interest of interest
RIBERE
BEW B
EEHE g4 sl EE HEBRGEE wrEs Bk
Han Qingyun Interest of controlled 200,000,000 - 200,000,000 22.66%
corporation (note 1)
BEE RE A E R S (FFzE1)
Han Xiaoyue Interest of controlled 3,805,112 - 3,805,112 0.43%
corporation (note 2)
R Rz 2 REEEE R S GEM)
Chen Henglong Beneficial owner 52,200,000 - 52,200,000 5.91%
PRIEEE EREEA
note 1: BEET -

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

note 2:

These 3,805,112 shares are owned by Portton Investments Limited (“Portton”),
the issued share capital of which is beneficially owned by Dr. Han Xiaoyue (the
joint-chairman of the Company) and Mr. Wang Jiandong as to 66.67% and
33.33% respectively. Each of Dr. Han Xiaoyue and Mr. Wang Jiandong are
deemed to be interested in these 3,805,112 shares under Part XV of the SFO.
Portton is wholly owned by Power Field International Limited.

181,843,836k IR BEEE B £ B m ¥R HIWide
Cosmos International Holdings Co Ltd# A& © S4b -
BEERAEATFEARLGF18,156,164AK 0% -

P52 -

7% %53,805,1128 % 5 79 B3 Portton Investments
Limited ([Portton]) # A& - Portton= 2477 IE 7R i 65 05
BEL(RRRHMEERE RITREREESHIERES
66.67% 5% 33.33% ° IRIEFEH K EAEIEHIEXVED - 3
BERE TR TEREEIWRAEAZE3,805,112
f% % 10 #y#E % © Porttonf Power Field International
Limited2 & A °
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* I REPORT OF THE DIRECTORS

Save as disclosed above, as at 30 June 2010, none of the directors of
the Company had any interests or short positions in the shares,
underlying shares and debentures of the Company or any associated
corporation (within the meaning of Part XV of the SFO) which were
recorded in the register required to be kept under section 352 of the
SFO, or otherwise to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

DIRECTORS REMUNERATION

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

DIRECTORS RIGHT TO ACQUIRE SHARES
OR DEBENTURES

Save as disclosed in the share option scheme disclosures in note 26 to
the audited financial statements, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement to enable
the directors of the Company to acquire benefits by means of the
acquisition of shares in, or debt securities including debentures of, the
Company or any other body corporate and none of the directors or
their spouses or children under the age of 18 had any right to subscribe
for securities of the Company, or had exercised any such right during
the year.

SHARE OPTION SCHEME

Details of the share option scheme are set out in note 26 to the audited
financial statements.

INTEREST AND SHORT POSITION OF

SUBSTANTIAL SHAREHOLDRES/OTHER
PERSONS RECORDED IN THE REGISTER
KEPT UNDER SECTION 336 OF THE SFO

As at 30 June 2010, so far as the directors of the Company are aware
of and having made due enquires, the interests and short positions of
the substantial shareholders/persons (other than the directors of the
Company) in the shares and underlying shares of the Company as
recorded in the register required to be kept under section 336 of the
SFO were as follows:

VITOP BIOENERGY HOLDINGS LIMITED
Annual Report 2010

A

BEXHEBEEIN R-F-—FFA=T
B ARREFHERA DRI HBEE
(E&ERFHF MG GHIFEXVED) HRf - 1ERE
B RERETREBEREES RPEGHE
B521GRA T HENECMATCEN SRR
S AR AR AR AR 57 R ZR B AR 2 B BB A2 P e A 2
FORR ©

R

EERSANKRRAE LHBRRALE o Eib B
SRAARFESENEFMEZEGRIEES
MBI BEERRBEARANEENZENE

oo

%%ﬁA%ﬁﬁ%%%%%
I

B AR 2 A2 B 1 R MY SE 26 P R 0 BB A M A 8
S REREMEFRE - AR SHEEMHER
A BB M E AL UEARRESEA
FEBARNRQ BRI EMEABEN RN HE

Er (BEGER MER  TEEMNESS
HEB185NA T TR ESEM A REART]
EFHRER] - RERFRAMEITET AIZEE
o

Ji P - 21

B RABRE N BENEE XM B KM
7126 °

AR 5 % I 0 B R 491 2 33646
JH T A L AR 65 T P i e Y
FEBORHopb N+ R R
KR =

RZF-FFXA=1TH RUARREFMHM
RIEHERR - RIEEF LB KRG B 336{FA
THEENECMPICE - NAAREZUINE
BRR/ATERRBRD RABROTHER
M ROAA T -



REPORT OF THE DIRECTORS

LONG POSITIONSIN THE SHARES AND

UNDERLYING SHARES OF THE COMPANY

A

TS 2 7] e S A B e 4 4

LIt

Number of
underlying
shares held Approximate
Number of pursuant to Aggregate percentage
Name Capacity shares held share options interest of interest
RBERE
BEN BHER
®E 51 RO E HERGHE g Aot
Wide Cosmos Beneficial owner 181,843,836 - 181,843,836 20.60%
International Holdings (note 1)
Co Ltd EREEA
(P3E1)
Wang Jing Beneficial owner 66,800,000 - 66,800,000 7.57%
Tk EmEA A
Chen Henglong Beneficial owner 52,200,000 - 52,200,000 5.91%
(note 2)
SEEEH E=BEAA
GER)
Sae-lao Rakchanok Beneficial owner 48,902,949 - 48,902,949 5.54%
iR E=BEA A
note 1: BisEq :

Wide Cosmos International Holdings Co Ltd is beneficially owned by Mr. Han

Qingyun, the chairman of the Company.

note 2:

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

Save as disclosed above, as at 30 June 2010, no person, other than
the directors of the Company whose interests are set out in the section
“Directors’ interests and short positions in shares, underlying shares

ATIFEEEREERESR

FsE2 -

RIEEBELRARFNITESE -

R EXFrEBEEIN  R_F—
B BEEmAL (A EXEERRN - 48
BAR (D B M s

Wide Cosmos International Holdings Co Ltd 4~ 2

TEAA=T

wE | —E P E

ARBEZRIN RAR R SRR 5
BIRBESF MAEEDIEIBRATHFENEL
MArRCER MR TORR ©

and debentures” above, had an interest or a short position in the shares
or underlying shares of the Company as recorded in the register required
to be kept by the Company under section 336 of the SFO.
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DIRECTORS INTERESTSIN COMPETING
BUSINESS

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

PUBLIC FLOAT

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

INDEPENDENT NON-EXECUTIVE
DIRECTORS

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

INDEPENDENT AUDITORS

The Company’s auditors, Pan-China (H.K.) CPA Limited, who retire and,
being eligible, offer themselves for re-appointment. A resolution for the
re-appointment of Pan-China (H.K.) CPA Limited as the company’s
auditors will be proposed at the forthcoming annual general meeting.

On behalf of the Board

Han Xiaoyue
Joint Chairman

Hong Kong, 29 October 2010

VITOP BIOENERGY HOLDINGS LIMITED
Annual Report 2010

A

-y R P RhibE s

FARBEAREAML  REASEXBH
Bz AARESTRERAKEEHEENK
BB T Al BB R F T R
BUEREEE -

AT LS E

REBEARBMENAMEHLAARBESH
Mo RAREAH  ARR2HTROOAR
FERETDR EWRRARER25% -

WAL R RATE S

ARPDERESBILIFATESRE LTRA
EBABRBEHNFERR - UERREFNIEL
t o RAFHRBEH  RIFABERR - AQFR
RARB ZZBILIFRTESTHBE Y -

B8 S A% B Rl

ARBZ AR (FE) @ftEHMAR
RAMERER  ENAERALBERISEL -
BREMZEIRRE (R tMmEBMARA
Bl /78 B AZ BUAM B R 5 2 K 0 JE AR BRUR 5
REeLE=Z -

REEFS

b E L
BERRE

mE —E-ZEFTHA-TAHH



BIOGRAPHY OF DIRECTORS
AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Han Qingyun (82 E £), aged 51, is an executive director and
chairman of the Company. Mr Han joined the Group in April 2008.
Mr. Han graduated from the Chinese Academy of Social Sciences in
1998. Mr. Han is a highly successful entrepreneur in the PRC and has
substantial experience in enterprise operations and management. He
currently also acts as the chairman of Guangdong Bo Ao Hong Ji
Investment Company Limited. Previous to this, he was the chairman of
his own founded Tai Gu Real Estate Development Company Limited
and responsible for the operation of that company for years.

Dr. Han Xiaoyue (£ #2), aged 48, is an executive director and joint
chairman of the Company. Dr. Han joined the Group in April 2007.
Dr. Han holds a Bachelor Degree of Computer Science from Tsinghua
University, Beijing and a PhD in Finance from the University of Texas,
the United States. He has over 19 years’ of experience in investment
banking and has worked for multi-national securities firms such as Merrill
Lynch and Societe Generale. He has involved actively in large-scale
investment projects in the PRC and has rich experience in investment
management. Dr. Han had been appointed as an executive director
and the chief executive officer of Sino Gas Group Limited, a company
listed on the Stock Exchange. He is well-versed with the operation and
management of the listed company.

Dr. Chen Henglong (BR183E), aged 45, is an executive director of the
Company and chief executive officer of the Group. Dr. Chen joined the
Group in May 2007. Dr. Chen graduated from the University of Delaware
in the United States in 1994 and obtained a PhD in Biochemistry.
Afterwards, Dr. Chen worked in Dupont and Imperial Chemical Industries
in the areas of bio-pharmaceutical research and development. Dr. Chen
had also founded and successfully operated MNC Pharmaceutical
Group for ten years and had accumulated profuse experience in
corporate governance, market strategy and sales and research and
development of new products. In 2006, Dr. Chen was invited to join
the Science Academy of China as visiting scientist researcher and was
mainly engaged in market strategy and sales in relation to, among
others, environmental protection and biopharmaceutical projects.

Ms. Guo Yanni (E8#4E), aged 41, is an executive director of the
Company. Ms. Guo joined the Group in April 2008. Ms. Guo graduated
from the Zhanjiang Ocean University and majoring in finance and
accounting. Ms. Guo has years of experience in financial and accounting
and financial management. She acted as the treasurer in the finance
department of the Huazhou City Agricultural, Industrial and Commercial
Supply Company, and acted as the financial controller of the finance
department the Guangzhou Yayuan Real Estates Company Limited for
years.
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AND SENIOR MANAGEMENT

Mr. Long Mingfei (R€ B8 /), aged 38, is an executive director of the
Company. Mr. Long joined the Group in April 2008. Mr. Long graduated
from Industrial and Civil Construction Department of South China
University of Technology in 1994 and is an intermediate engineer.
Mr. Long has years of experience in corporate management. He has
been the manager of cost management department in Guang Dong
Yitao Group Co., Ltd. and became the manager of investment
department in Guang Dong Yitao Group Co., Ltd. since 2008.

Mr. Xu Nianchun (2 2#), aged 65, is an executive director of the
Company. Mr. Xu joined the Group in April 2008. Mr. Xu graduated
from the Nanjing University of Chemical Technology and is a senior
engineer. He has engaged in the management of petroleum and
chemical systems for years and has substantial experience in
management. He acted as the general manager of Southern China
Supply Company of the Ministry of Chemical Industry and was awarded
for his substantial contributions by the State Council. He currently acts
as the deputy chairman of Shenzhen China Petroleum Tong Da
Company (& JI| R E AR A 7).
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BIOGRAPHY OF DIRECTORS
AND SENIOR MANAGEMENT

NON-EXECUTIVE DIRECTOR

Mr. Chan Yuk Tong (R B &), aged 48, has been re-designated as a
non-executive director of the Company since February 2008. Mr. Chan
joined the Group in September 2005 and was previously an executive
director of the Company until February 2008. He holds a Bachelor’s
degree in Commerce from the University of Newcastle in Australia and
a Master’s degree in Business Administration from the Chinese University
of Hong Kong. He has more than 20 years of experience in auditing,
accounting, management consultancy and financial advisory services.
Mr. Chan is a practising fellow member of the Hong Kong Institute of
Certified Public Accountants and a member of CPA Australia. He is an
independent non-executive director of Ausnutria Dairy Corporation Ltd,
BYD Electronic (International) Company Limited, Daisho Microline
Holdings Limited, Global Sweeteners Holdings Limited, Thunder Sky
Battery Limited (renamed from Jia Sheng Holdings Limited on 27 May
2010), Kam Hing International Holdings Limited and Xinhua Winshare
Publishing and Media Co., Ltd. (renamed from Sichuan Xinhua Winshare
Chainstore Co., Ltd. on 27 August 2010), the shares of these companies
are listed on the Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). Mr. Chan is an independent non-
executive director of Anhui Conch Cement Company Limited, the shares
of which are listed on the Hong Kong and Shanghai Stock Exchanges.
Mr. Chan Yuk Tong was also appointed as an independent non-executive
director of Great Wall Motor Company Limited and Trauson Holdings
Company Limited (“Trauson”) on 18 May 2010 and 10 June 2010,
respectively, whose shares of both companies are listed on the Stock
Exchange. The shares of Trauson have been listed on the Stock
Exchange since 29 June 2010. He was an executive director of Asia
Cassava Resources Holdings Limited from 2 July 2009 to 31 August
2010, upon his decision not to offer himself for reappointment upon
rotational retirement on the same date. He was also an independent
non-executive director of Luks Group (Vietnam Holdings) Co. Limited
(previously “Luks Industrial (Group) Limited”) and China Pipe Group
Limited (previously “World Trade Bun Kee Limited”), listed companies
in Hong Kong, during the period from 30 September 2004 to 1
December 2005 and from 1 January 2007 to 3 July 2007, respectively.
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AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Li Xinzhong (Z#7#), aged 52, has been appointed as an
independent non-executive director of the Company since February
2008. After graduating from Nankai University in 1983 with a degree in
Economics, Mr. Li spent seven years working in the PRC as a lecturer,
part-time lawyer and the deputy general manager of a consulting firm
in Tianjian before receiving his LL.M. degree at the University of London
in 1991. Mr. Li joined Miramar Group as an advisor of China affairs in
1992 and then joined Peregrine Capital Limited in 1993 and became a
director in 1996. He spent two years with Alta Capital (H.K.) Limited as
an executive director before joining BNP Paribas Peregerine Capital
Limited in 2000 as an executive director. He joined Anglo Chinese
Corporate Finance Limited in 2003 as a director and then joined DBS
Asia Capital Limited as China Team Head of Mergers and Acquisitions
in June 2004 responsible for origination of China related corporate
finance transactions. He is currently a director and senior consultant of
shenzhen Sino-Source Investment Consulting Company. Mr. Li has over
17 years of experience in corporate finance.

Mr. Zhang Wen (3& X), aged 42, has been appointed as an
independent non-executive director of the Company since April 2008.
Mr. Zhang graduated from the University of Hong Kong with a master
of business and administration and from the postgraduate class of the
postgraduate department of the Shenzhen University. From 2006 till
now, he has been the deputy general manager of New Smart Energy
Group Limited. Previous to this, he was the deputy president of China
Natural Oil And Gas Co., Ltd. and the managing director of Poliwell
International Limited for years and accumulated substantial experience
in corporate management.

Ms. Zhu Jinghua (58 %), aged 68, has been appointed as an
independent non-executive director of the Company since April 2008.
Ms. Zhu graduated from the Dongbei University of Finance and
Economics and became a senior accountant in October 1992. She
was approved as a chartered accountant by the Chinese Institute of
Certified Public Accountants in April 1994. She has worked for the
Ministry of Chemical Industry, holding positions of the deputy director
and the director of the production for outlet and supply and marketing
department of the Ministry of Chemical Industry, the deputy chief of
the Bureau of Economics of the Ministry of Chemical Industry, the chief
of the Bureau of Finance of the Ministry of Chemical Industry, the deputy
chief accountant of State Bureau of Petroleum and Chemical Industries.
She currently acts as the deputy president of China Petroleum and
Chemical Industry Association. From 2002 till now, she has acted as
an independent director of Guizhou Chitianhua Co., Ltd.
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BIOGRAPHY OF DIRECTORS
AND SENIOR MANAGEMENT

SENIOR MANAGEMENT

Ms. He Ruihong ({55 4L), aged 40, is the deputy general manager of
Vitop China. Ms. He joined the Group in July 1993 and is responsible
for the financial and management of the daily operation of the Group.
She graduated from the Department of Economics and Management
of Henan Polytechnic University (jA] B 32 T KX £2) major in accounting
and auditing, with a Bachelor degree in Engineering in 1992 and
completed a postgraduate course in accounting in the School of
Management of Sun Yat-Sen University in 2003. She has over 17 years
of experience in financial management.

Mr. Liu Yisong (2| —#2), aged 66, is the general manager of Hefei
Vitop Meiling Environmental Technologies Co., Ltd (& IE X FEEZ=IRF
BB R E TR A) (“Vitop Meiling”), a subsidiary of the Company, and
is a director of a subsidiary of the Group. Mr. Liu joined the Group in
April 2004 and is responsible for the management of Vitop Meiling. He
graduated from the Department of Management Engineering of Hefei
university of Technology (& 2 L% K £2) in 1984. Prior to Joining the
Group, he had over 22 years of experience in business management.

Mr. Xing Heping (1), aged 55, joined the Group in April 2007 as
the general manager of Vitop Bioenergy (China) Ltd. He is responsible
for the strategic planning, business development and overall
management of the Company. He obtained a Bachelor of Arts degree
and a Master’s degree in Economics from Wuhan University and
Huazhong Normal University and is a senior economist, a law professor
and an international arbitrator. He has held senior management positions
in well-known state-owned enterprises, foreign-invested enterprises and
large-scale private pharmaceutical companies and has extensive
experience in international trading, strategic planning and management
operations in pharmaceutical market.

Mr. Yeung Man, Simon (% #), aged 38, is the financial controller of
the Group. Mr. Yeung joined the Group in November 2004 and is
responsible for the financial and internal control of the Group. He
graduated from the University of Georgia, the United States of America
with a Bachelor degree in Accounting and a Bachelor degree in Finance
and Banking. Mr. Yeung is an associate member of the Hong Kong
Institute of Certified Public Accountants and a member of the American
Institute of Certified Public Accountants. Prior to joining the Group, he
worked in an international accounting firm. He has over 13 years of
experience in auditing, finance, accounting and business management.
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Mr. Xiao Chengzhi (B & &), aged 39, joined the group in August
2005 as a deputy general manager of Vitop Bioenergy (China) Ltd. He
is responsible for overall marketing and coordination of the Company.
He graduated from Hubei University in 1992 and is an intermediate
economist. Before joining our Group in 2002, he has over 11 years of
experience in marketing and management.
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CORPORATE GOVERNANCE
REPORT

CORPORATE GOVERANCE PRACTICES

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

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

DIRECTORS SECURITIES TRANSACTIONS

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

BOARD OF DIRECTORS

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

Executive Directors

Mr. Han Qinyun (Chairman)

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

Ms. Guo Yanni

Mr. Long Mingfei

Mr. Xu Xianchun
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Non-executive Director
Mr. Chan Yuk Tong
Independent Non-executive Directors

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

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

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

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

VITOP BIOENERGY HOLDINGS LIMITED
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During the year, three full board meetings (including two regular board
meetings) were held and the individual attendance of each director at
the board meetings was as follows:

Directors Attendance

Executive directors

Mr. Han Qingyun (Chairman) 2/3

Dr. Han Xiaoyue (Joint Chairman) 3/3

Dr. Chen Henglong 3/3

Ms. Guo Yanni 2/3

Mr. Long Mingfei 1/3

Mr. Xu Nianchun 1/3

Mr. Zhang He 1/2
(retired on 17 December 2009)

Non-executive director

Mr. Chan Yuk Tong 2/3

Independent non-executive directors

Mr. Li Xinzhong 3/3

Mr. Zhang Wen 2/3

Ms. Zhu Jinghua 2/3

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

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

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

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

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

REMUNERATION OF DIRECTORS

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

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

NOMINATION OF DIRECTORS

Executive Directors

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

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

VITOP BIOENERGY HOLDINGS LIMITED
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AUDITORS REMUNARATION

For the year ended 30 June 2010, the auditors of the Company would
receive approximately HK$0.44 million for statutory audit services. No
payments for consultancy services to the auditors were made during
the year.

AUDIT COMMITTEE

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

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

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

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

DIRECTORS AND AUDITORS
RESPONSIBITIES ON THE ACCOUNTS

The directors of the Company acknowledge their responsibility for
preparing the accounts of the Group for the year ended 30 June 2010.

The statement by Messrs. Pan-China (H.K.) CPA Limited, the existing
external auditors of the Company, about their reporting responsibilities
on the accounts of the Group is set out in the Independent Auditors’
Report on pages 29 and 30.

e

E‘P-
e
o

A% S P 4

BE_ZT-TFRNA=ZTHLFE A7
%Eﬁﬁ%irﬂi%&HE%%H&EX%’]M%%T@ FRYL
£ () 42 BAD 2 e BA A AR S 33E »

BwHEEH

$ AELZEER _ET _F-AT/\BX

B?ﬁé#ﬁ‘lﬁﬁ? XX 5EC.3.31% - HEME
H‘ﬂ%%ﬁlEEA TRF=A-+—RAELE
&l e %%ZK/\QEEZIK’&T BEUIFNTES
MR KBD R RARBEERL (ZREER)
FHHPARERRXELE - RELTRANE
BA0RRMMIE » RFEXTABEENEE
SR ERMEEVHEREER -

ERZEENIERE BRI RERYKE
BiEFLRABEEZERG  WEHAKENSH
KREERSE -

iﬁq BERZBEARTMAEH  UERER
Exgxits BHAKEBRE_TTAFR
A=Z+TRLEFENFERRBEE_TTNF =
A=+t—RLEXNEANTRHERSE - LARBLLR
EEeRMABEILER - SKERERZ
Bgg@mtERmNT

RE HE =R
KEFELL 2/2
TR A 2/2
R AE 2/2

O A7 R B AT

ARAEEARNZEARBEAEEHBEEZ_F
—EERNA=ZTBELEFERBNERE -

AR B SN Z A R (@ (F)8) 5T S=
BERARBEYAKRERE M RRIEPR
BRHEAFHNE29NI0E B L ZBARE
E K

%?i%%’i‘ﬂ’iﬁlﬁ’& )
FEEEES

=

p=o)



* | CORPORATE GOVERNANCE

REPORT

As at 30 June 2010, the directors of the Company confirm that, to the
best of their knowledge, information and belief, having made all
reasonable enquiries, they are not aware of any material uncertainties
relating to events or conditions that may cast significant doubt upon
the Company’s ability to continue as a going concern. Accordingly, the
directors of the Company have prepared the accounts of the Group on
a going concern basis.

INTERNAL CONTROL

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

COMMUNICATION WITH SHAREHOLDERS

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

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

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

The Chairman of the Board and the chairman of the audit committee
and remuneration committee were unable to attend the annual general
meeting of the Company held on 17 December 2009 in person, but the
Chairman of the Board has already delegated to one of the executive
directors of the Company to chair the meeting on his behalf and on
behalf of the chairman of the audit committee and the remuneration
committee.

VITOP BIOENERGY HOLDINGS LIMITED
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INDEPENDENT AUDITORS'
REPORT

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

We have audited the consolidated financial statements of Vitop
Bioenergy Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 31 to 107,
which comprise the consolidated and Company statements of financial
position as at 30 June 2010, and the consolidated statement of
comprehensive income, the consolidated statement of cash flows and
the consolidated statement of changes in equity for the year then ended,
and a summary of significant accounting policies and other explanatory
notes.

DIRECTORS RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

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

AUDITORS RESPONSIBILITY

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

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the consolidated financial statements are free
from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditors’ 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 auditors consider internal control relevant to the
entity’s preparation and true and fair presentation of the consolidated
financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the 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
30 June 2010 and of the Group’s loss and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards
and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Pan-China (H.K.) CPA Limited
Certified Public Accountants
20/F., Hong Kong Trade Centre,
161-167 Des Voeux Road,
Central, Hong Kong,

Hong Kong S.A.R., China

Hong Kong, 29 October 2010

Choi Man Chau, Michael
Practising Certificate Number PO1188
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CONSOLIDATED STATEMENT OF &:4& 2wk
COMPREHENSIVE INCOME

For the year ended 30 June 2010

HE-T-TEXA=ALEE

2010 2009
—E-=fF —ZEThEF
Notes HK$’000 HK$'000
Bt 5 FEx FHET
Revenue 1z 6 67,540 88,062
Cost of sales $HE KA (44,662) (52,243)
Gross profit ES| 22,878 35,819
Other income H b A 6 5,066 9,182
Selling and distribution costs HE RS HKA (15,512) (23,021)
Administrative expenses THEREEHR (24,025) (24,622)
Other operating expenses Hipig & & A (7,243) (3,412)
Loss from operating activities K EE 7 (18,836) (6,054)
Finance costs Bz i 8 (62) (78)
Loss before income tax expense  BRFATSFi G S AT E 18 (18,898) (6,132)
Income tax expense FTSHiR X 9 (166) (172)
Loss for the year KEEEE (19,064) (6,304)
Attributable to: TFI AT -
Owners of the Company ZiNNETEZ TN 10 (19,104) (6,440)
Non-controlling interests FEPE IR HE 2 40 136
Loss for the year AKEEEE (19,064) (6,304)
Loss per share attributable to FARRQFA
owners of the Company wE AN
during the year BREE 12
Basic HAK HK(2.16) cents &l  HK(0.77) cents /&1l
Diluted e N/A ~E N/A 7~ F
Loss for the year REZEE (19,064) (6,304)
Other comprehensive income Hip 2
Exchange translation BEREZR
differences recognised R 2
directly in equity PE X =58 1,462 970
Total comprehensive loss AEREEHEBERE -
for the year, net of tax kR IE (17,602) (5,334)
Total comprehensive loss FElEEHEEERE
attributable to:
Owners of the Company ViNNETEZ TN (17,642) (5,470)
Non-controlling interests FEPE IR HE 2 40 136
(17,602) (5,334)

T AR 2 Py e A PR A )
—E-TF

TEFY
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FINANCIAL POSITION

As at 30 June 2010

32
ICONSOLIDATED STATEMENT OF

2010 2009
—E-=fF —ZEThEF
Notes HK$’000 HK$'000
Bt 5 FEx T
ASSETS AND LIABILITIES BEEREE
Non-current assets IRBEE
Property, plant and equipment M - RE R 14 3,982 4,939
Intangible assets | EE 15 317 932
Financial assets designated BER/EATEYER
at fair value through EIPN: e
profit or loss " IS B E 17 - 591
Available-for-sale investments A HEIREIEE 18 22,033 21,700
Pledged bank deposit BHEFRITERK 21 20 20
26,352 28,182
Current assets RENEE
Inventories & 19 21,641 14,950
Trade receivables E 5 R K 20 1,082 1,593
Deposits, prepayments and other 1%  TBf 738 K
receivables H At & W AR R 26,315 24,818
Financial assets designated EE RIR A TFET R
at fair value through K5 N Ak Ea
profit or loss TS & E 17 1,836 -
Cash and bank balances e RIBTTHET 21 8,662 23,291
59,536 64,652
Current liabilities REIAE
Trade payables B SRR 22 12,815 3,662
Accrued liabilities and EEtBER
other payables H b fE < AR 3K 11,828 9,439
Deposits received BET £ 9,368 8,926
Obligation under finance lease MERECZEMF
— current portion it k%) 23 71 79
Interest-bearing bank loans FTERITER
— current portion itk i5%) 24 397 2,500
Provision for income tax P15 i 1% - 870
34,479 25,476

VITOP BIOENERGY HOLDINGS LIMITED

Annual Report 2010



33
CONSOLIDATED STATEMENT OF #:&8WH Rt %E I
FINANCIAL POSITION

As at 30 June 2010 RZE—ZTFA=1+H
2010 2009
—E-FF —ITNF
Notes HK$°000 HK$'000
ig=2 FHBT FET
Net current assets RBEETEE 25,057 39,176
Total assets less EELERARBAE
current liabilities 51,409 67,358
Non-current liabilities ERBEE
Obligation under finance lease RERE 2B ME
— non-current portion - 3F}/m§j}ﬁ51’\ 23 51 147
Interest-bearing bank loans T RIRITE R
- non-current portion - 3F/m§ba‘|31 24 1,749 =
1,800 147
Net assets EEZE 49,609 67,211
EQUITY =

Equity attributable to owners EAREE A

of the Company P RE =
Share capital &N 25 22,070 22,070
Reserves 1 27 25,264 42,906
47,334 64,976
Non-controlling interests R ER 2,275 2,235
Total equity ol 49,609 67,211
Han Xiaoyue Guo Yanni
Director Director
R SRR
EE EE
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ISTATEMENT OF FINANCIAL

As at 30 June 2010 R-ZFE—ZTFXA=+H
2010 2009
—E-ZEF —ETNF
Notes HK$’000 HK$’ 000
P 5 FHET FAT
ASSETS AND LIABILITIES EERAERE
Non-current assets ERBEE
Interests in subsidiaries AL NNl 16 29,691 29,691
Available-for-sale investments AL EREEE 18 18,700 21,700
48,391 51,391
Current assets REEE
Amounts due from subsidiaries JfE Us BT B A B R I8 16 14,979 19,056
Deposits, prepayments and other &% B 718 &
receivables H b U AR 3K 1,753 1,153
Cash and bank balances Be RIBTER 21 26 26
16,758 20,235
Current liabilities nEEE
Amounts due to subsidiaries A B B A B FRIE 16 10,191 10,191
Accrued liabilities and EsraER
other payables H A FE A BR 3R 547 579
10,738 10,770
Net current assets RBEEEE 6,020 9,465
Net assets BEEZRE 54,411 60,856
EQUITY Ex
Share capital f% < 25 22,070 22,070
Reserves & 27 32,341 38,786
Total equity MR 54,411 60,856
Han Xiaoyue Guo Yanni
Director Director
B -3
- BE

VITOP BIOENERGY HOLDINGS LIMITED
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CONSOLIDATED STATEMENT OF

CASH FLOWS

For the year ended 30 June 2010

A Bl R

—EFXASTEILFE

2010 2009
—E-EfF ZZTNF
HK$°000 HK$’000
FEx FHET
Cash flows from REXBCHRERE
operating activities
Loss before income tax expense  BR P15 i 5 2 Al ES 18 (18,898) (6,132)
Adjustments for: EEE T A% :
Interest income A EWA (241) (234)
Depreciation e 1,795 3,273
Amortisation of intangible assets &2 & E B 993 1,465
Loss/(Gain) on disposal of LEWE - BER
property, plant and equipment HEzEE S () 3 (75)
Impairment loss recognised in L H th & UK AR 5K
respect of other receivables EREREESE 1,101 -
Impairment loss recognised in AL EREIER
respect of available-for-sale HREREESE
investment 3,000 -
Reversal of impairment loss BEFEREERE
on inventories (1,330) (8,533)
Provision for obsolete and slow- PRERBIETFERE
moving inventories 1,773 17
Dividend income from AIHEREEEREBA
available-for-sale investments (900) (900)
Fair value gain/(loss) on financial BT AEAFESERRIA
assets designated at fair value i M 3k B 18 B B 75 & B
through profit or loss MRFERZE (BE) (1,245) 1,571
Finance costs B 752 i 62 78
Operating loss before working Rt B BES B2
capital changes S 1R (13,887) (4,470)
(Increase)/Decrease in inventories  F& (&hn) 8 > (7,134) 4,964
Decrease in trade receivables B 5 e W AR OB 512 2,749
Increase in deposits, Rl - TEIIEE R E A UK
prepayments and other receivables  B& FXIE N (1,699) (3,599)
Increase/(Decrease) in trade payables 2 5 & BE & 4& 00, Cai ) 9,073 (1,887)
Increase in accrued FERT B E R H b ER
liabilities and other payables AR FRAE 0 2,389 1,826
Increase/(Decrease) in deposits BEdET &M, CRd)
received 442 (49)
Cash used in operations KEEFHAZRE (10,304) (466)
PRC corporate income taxes paid B 1 /1 B 1> 2 Fr 1551 (1,106) (172)
Interest paid BEAFLE (62) (78)
Net cash used in operating BEXHBEH
activities REFHE (11,472) (716)

FAF A P BT 4
= TEFH

I35



CASH FLOWS

For the year ended 30 June 2010

36
ICONSOLIDATED STATEMENT OF

A Bl R

HE-Z-BFAASTALFE

2010 2009
—E-=fF —ZEThEF
HK$’000 HK$'000
FEx T

Cash flows from RETHz2EHERE

investing activities
Purchase of property, plant and BEWME  BWELEE

equipment (726) (1,489)
Proceeds from disposal of property, H&¥% - BE K&

plant and equipment FT/58 508 2 213
Purchase of intangible assets BEEFEE (345) =
Invest in available-for-sale RA] HEREBB ZHE

investments (3,333) -
Interest received B U F 8 241 234
Net cash used in investing activities & & & E FIE & F58 (4,161) (1,042)
Cash flows from METHZ2HESRE

financing activities
Repayment of bank loans EERITER (354) (765)
Repayment of obligation under BEREHRECEE

finance lease (104) (87)
Net proceed from issued of BITERR B RIBFE

ordinary shares - 14,735
Net cash (used in)/generated from BYEESN (ER) EE

financing activities ZIREFE (458) 13,883
Net (decrease)/increase in HeRBELZEY

cash and cash equivalents (B2 B InSFEE (16,091) 12,125
Cash and cash equivalents FNzBRER

at beginning of the year ReZEEY 23,291 10,196
Effect of foreign exchange EREE s FE

rate changes 1,462 970
Cash and cash equivalents FHRZEER

at end of the year BEZEY 8,662 23,291

VITOP BIOENERGY HOLDINGS LIMITED

Annual Report 2010
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CONSOLIDATED STATEMENT OF &:S Rz I
CHANGES IN EQUITY

For the year ended 30 June 2010 HE_Z-—ZTFXA=-TAHLFE

Equity attributable to owners of the Company

KRAEEAREER
Retained
Capital Share profits/
Share Share Statutory  redemption Capital ~ Translation option  (Accumulated Non-controlling Total
capital  premium* reserve * reserve * reserve * reserve * reserve * losses) * Total interests equity
& BRE  REEA/

RE  RERE  iEEE  RERE  ELER ENGR B (GREE! 48 FERER 23
HK$'000 HKS'000  HKSO0D  HKS000 HKS'000 HKS000  HKS000 HK$'000 HKS'000  HKSO0D  HK$'000
Tén Tn Tén Tn Tn Thn Tén Tn Tn Tn Tén

At 1 July 2008 RZEEN\ELA-H 18392 45,208 8,789 Pl 28,764 1,201 8,619 61,312) 55,711 2,099 57810
Totel comprefensiie ~ AEE2EYGEE

income for the year - - - - - 970 - (6,440) (5,470) 136 (5,334)
Issued of share captal ~ ZTRA 3678 11,067 - - - - - - 14735 - 14735
At 30 June 2009 RIEENENAZTH 2,010 56,260 8,789 Pl 28,764 8,197 8,619 67,792) 64,976 2,03 67,211
At 1 July 2009 REENELA-H 2,010 56,200 8,789 o) 28,764 8,197 8,619 67,752) 64,976 2,23 67,211
Tota comprehensie ~ AEFRENGEE

income for the year - - - - - 1462 - (19,104) (17,642) 4 (17,602)
Sharsoption lapsed ~ EXAMMERE - - - - - - (8619) 8,619 - - -
At 30 June 2010 RZ5-2EXA=1H 22,070 56,260 8,789 9 28,764 9,659 - (78,237) 47,34 2,215 49,609

. N ERERPBE/ER ﬁ*’\ﬁﬂ%ﬁﬁiﬂiqﬂ

These reserve accounts comprise the consolidated reserves of

HK$25,264,000 (2009: HK$42,906,000) in the consolidated statement 25,264,0008 T2 ir & (ZETNF -
of financial position. 42,906,000/87T) °
RAE MM&M&H B A 5]
T —TEFER
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INOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010 HE_Z-—ZTFXA=-TAHLFE

GENERAL INFORMATION

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

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

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

The consolidated financial statements on pages 31 to 107 have
been prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants. The consolidated
financial statements also include the applicable disclosure
requirements of the Hong Kong Companies Ordinance and the
Rules Governing the Listing of Securities on the Stock Exchange
(“Listing Rules”).

The consolidated financial statements for the year ended 30 June
2010 were approved and authorised for issue by the board of
directors on 29 October 2010.

VITOP BIOENERGY HOLDINGS LIMITED
Annual Report 2010
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NOTES TO THE FINANCIAL

STATEMENTS

For the year ended 30 June 2010

2. IMPACT OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING

STANDARDS

In current year, the Company and its subsidiaries (the “Group”)
have applied the following new and revised Standards,
Amendments and Interpretations (“new and revised HKFRSs”)
issued by the Hong Kong Institute of Certified Public Accountant.

Hong Kong Accounting
Standard (“HKAS”) 1
(Revised 2007)

HKAS 23 (Revised 2007)

HKAS 27 (Revised 2008)

HKAS 32 & 1
(Amendments)

HKAS 39 (Amendment)

Hong Kong Financial
Reporting Standard
(“HKFRS”) 1 & HKAS 27
(Amendments)

HKFRS 2 (Amendment)

HKFRS 3 (Revised 2008)
HKFRS 7 (Amendment)
HKFRS 8

Hong Kong International

Financial Reporting
Interpretations Committee

(“HK(IFRIC)”) — Int 15
HK(FRIC) - Int 16
HK(FRIC) - Int 18

HKFRSs (Amendments)

HKFRSs (Amendments)

Presentation of Financial Statements

Borrowing Costs

Consolidated and Separate
Financial Statements

Puttable Financial Instruments and
Obligations Arising on Liquidation

Eligible Hedged Items

Cost of an Investment in a
Subsidiary, Jointly Controlled
Entity or Associate

Vesting Conditions and
Cancellations
Business Combinations

Improving Disclosures about
Financial Instruments

Operating Segments

Agreements for the Construction of
Real Estate

Hedges of a Net Investment in a
Foreign Operation
Transfers of Assets from Customers

Improvements to HKFRSs issued in
2008

Improvements to HKFRSs issued in
2009 in relation to the amendments
to HKFRS 2, HKAS 38, paragraph 80
of HKAS 39, HK(IFRIC) - Int 9 and
HK(IFRIC) — Int 16
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40
INOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

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

Except as described below, the adoption of the new and revised
HKFRSs has had no material effect on the consolidated financial
statements of the Group and the financial position of the Company
for the current or prior accounting periods.

HKAS 1 (Revised 2007) Presentation of Financial
Statements

HKAS 1 (Revised 2007) has introduced terminology changes
(including revised titles for the consolidated financial statements)
and changes in the format and content of the consolidated
financial statements.

Amendments to HKFRS 7 Financial Instruments:
Disclosures

The amendments to HKFRS 7 expand the disclosures required in
relation to fair value measurements in respect of financial
instruments which are measured at fair value. The amendments
also expand and amend the disclosures required in relation to
liquidity risk. Comparative information for the expanded
disclosures has not been provided in accordance with the
transitional provision set out in the amendments.

HKFRS 8 Operating Segments

HKFRS 8 is a disclosure standard that has not resulted in a
redesignation of the Group’s reportable segments and has had
no impact on the reported results or financial position of the Group.

VITOP BIOENERGY HOLDINGS LIMITED
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

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

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

HKFRSs (Amendments) Improvements to HKFRSs 2009’

HKFRSs (Amendments) Improvements to HKFRSs 20102

HKAS 24 (Revised) Related Party Disclosures®

HKAS 32 (Amendment) Classification of Rights Issues*

2. Pin] R BAGET B v s it
A B2 o)

AEERARBWARLRRTERA 512 8"
BRAERHFR] MAERT R~ (EFT 22

HKFRS 1 (Amendment)

HKFRS 1 (Amendment)

Additional Exemptions for
First-time Adopters®

Limited Exemption from
Comparative HKFRS 7 Disclosures

for First-time Adopters’

HKFRS 2 (Amendment) Group Cash-settled Share-based

Payment Transactions®
HKFRS 9 Financial Instruments®

HK(FRIC) - Int 14
(Amendment)

Prepayments of a Minimum
Funding Requirement?®

HK(IFRIC) = Int 19 Extinguishing Financial Liabilities

with Equity Instruments’

! Amendments that are effective for annual periods beginning on or
after 1 January 2010

2 Effective for annual periods beginning on or after 1 July 2010 and
1 January 2011, as appropriate

8 Effective for annual periods beginning on or after 1 January 2011
4 Effective for annual periods beginning on or after 1 February 2010
5 Effective for annual periods beginning on or after 1 January 2010
e Effective for annual periods beginning on or after 1 January 2013
It Effective for annual periods beginning on or after 1 July 2010
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INOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010 HE_Z-—ZTFXA=-TAHLFE

2. IMPACT OF NEW AND REVISED HONG 2. 3T & BAEET 75 1 B B 3t

KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 9 Financial Instruments introduces new requirements for
the classification and measurement of financial assets and will be
effective from 1 January 2013, with earlier application permitted.
The standard requires all recognised financial assets that are within
the scope of HKAS 39 Financial Instruments: Recognition and
Measurement to be measured at either amortised cost or fair value.
Specifically, debt investments that (i) are held within a business
model whose objective is to collect the contractual cash flows
and (i) have contractual cash flows that are solely payments of
principal and interest on the principal outstanding are generally
measured at amortised cost. All other debt investments and equity
investments are measured at fair value. The application of HKFRS
9 might affect the classification and measurement of the Group’s
and the Company’s financial assets.

The Directors of the Company anticipate that the application of
the other new and revised standards, amendments or
interpretations will have no material impact on the consolidated
financial statements of the Group.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

3.1 Basisof preparation

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

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

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

VITOP BIOENERGY HOLDINGS LIMITED
Annual Report 2010

15V B ) B 28 ()

BEMBREENFSRERMITASIAY
MBEEND BRI ENNRTE - LHR
“T-=F A HEAEN - LARAE
Ao RERIREMBNA BB GTERIE
BB T A « R MFTERIBHERER
B ERIRE R AR A HERTE - 5
AR (MRBEEBRAAWIE HIRER
ERBHPMEA MI)ER/XN A ENAK
BEASHENNEMELENRATREN
BEBIRE —RIZBIHR AT E - FTAHM
BBIRE MRARE TR A FERE - B
REBM GRS ERIFET A LT AN EE
RARBMBEEND BRI EBEKT
.

ARREERREAEMIR] BRI
8] - BRI REH AR ENGE M RE
WEEATE -

FEE R

3.1 FmEdi

REZEEEVBHRERMEANE
ZEHBERR T - Fr=HE
SN ZERREERERNAA
2IWFEE -

BEGETEAERBMEN  BAH
BIRE IR IE © LA R
8o BN BREFMNTXNE
S -

EFREE RERAMBHmERED
RAG A RRR - BAUERE
AOREEEBHREBERERITH
MRERH LA G MEL - EER
RRRRABERLEGHFABALA -
B4R B R B =K TR HI i Sdg
FEEMERE  SKERR MG R
BB HEAMEBEENERE -



NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.2

3.3

Basis of consolidation

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

Subsidiaries

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

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

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

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

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

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.3

3.4

Subsidiaries (continued)

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately from
the equity attributable to the owners of the Company. Non-
controlling interests in the results of the Group are presented
on the face of the consolidated statement of comprehensive
income as an allocation of the total comprehensive income
for the year between non-controlling interests and the
owners of the company even if this results in the non-
controlling interests having a deficit balance.

Property, plant and equipment

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

Depreciation is calculated on the straight-line basis to write

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

estimated residual values, over the following estimated useful
lives:

Leasehold improvements 5 years or over

the lease terms,

whichever is shorter

8 to 12 years

3 to 8 years

8 years

Machinery and equipment
Furniture and office equipment
Motor vehicles
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.4

35

Property, plant and equipment (continued)

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

The asset’s residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period.

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

Financial assets

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

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

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

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

For the year ended 30 June 2010 HE_Z-—ZTFXA=-TAHLFE

3. SUMMARY OF SIGNIFICANT 3. FEGFIFHUORBEE @

ACCOUNTING POLICIES (continued)

3.5 Financial assets (continued) 35 MBEEE @)

Financial assets at fair value through profit or loss

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

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

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

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

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

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

- the financial asset contains an embedded derivative
that would need to be separately recorded.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.5 Financial assets (continued)
Available-for-sale financial assets

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

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

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.5 Financial assets (continued)

3. FEFIHBURME @

WMBEE ()

Available-for-sale financial assets (continued)

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

Trade receivables

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

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.5

3.6

Financial assets (continued)
I mpairment of financial assets

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

Trade receivables

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

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

nventories

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

For the year ended 30 June 2010 HE_Z-—ZTFXA=-TAHLFE

3. SUMMARY OF SIGNIFICANT 3. FEGFIFHUORBEE @

ACCOUNTING POLICIES (continued)
3.7 I E E KR A

3.7 Intangible assets and research and devel opment

costs
I ntangible assets

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

Intangible assets with indefinite useful lives are carried at
cost less any subsequent accumulated impairment losses.
Intangible assets are tested for impairment as described
below in note 3.10. Amortisation commences when the
intangible assets are available for use.

Patents and technical know-how are recognised as
intangible assets and amortised on a straight line basis over
their useful lives.

Research and development costs

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

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

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

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

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

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

(vi)  the expenditure attributable to the intangible asset can
be reliably measured.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.7

3.8

Intangible assets and research and devel opment
COStS (continued)

Research and development costs (continued)

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

Development costs recognised as intangible assets are
amortised on a straight-line basis over their useful lives.

All other development costs are expensed as incurred.
Income tax

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

Deferred tax is the tax expected to be payable or recoverable
on differences between the carrying amounts of assets and
liabilities in the consolidated financial statements and the
corresponding tax bases used in the computation of taxable
profit, and is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally recognised for
all taxable temporary differences, and deferred tax assets
are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from the
initial recognition of other assets and liabilities in a
transaction that affects neither the tax profit nor the
accounting profit.
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INOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.8

3.9

Income tax (continued)

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

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

Deferred tax assets and liabilities are not discounted.
Deferred tax is calculated at the tax rates that are expected
to apply in the year when the liability is settled or the asset
realised. Deferred tax is charged or credited to the statement
of comprehensive income, except when it relates to items
charged or credited directly to equity, in which case the
deferred tax is also dealt with in equity.

Cash and cash equivalents

Cash and cash equivalents include cash at bank and in hand,
demand deposits with banks and other financial institutions,
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.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.10 Impairment of assets

Property, plant and equipment, intangible assets and
interests in subsidiaries are subject to impairment testing.

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

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

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

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

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.11 Employee benefits

(i)

(if)

Retirement benefits scheme

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

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

Share-based employee compensation

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

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

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.11 Employee benefits (continued)

(i)

Share-based employee compensation (continued)

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

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

3.12 Equity-settled share-based payment transactions

(i) Share options granted to employees
Details of the accounting policy are set out in note
3.11ii).

(ii) Share options granted to customers/suppliers

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

For the year ended 30 June 2010 HE_Z-—ZTFXA=-TAHLFE

3. SUMMARY OF SIGNIFICANT 3. FEGFIFHUORBEE @

ACCOUNTING POLICIES (continued)

3.13 Financial liabilities 313 M H AR

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

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

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

Trade and other payables are recognised initially at fair value
and subsequently measured at amortised cost, using the
effective interest rate method.

3.14 Share capital

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

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

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.15 Income recognition

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

(0

(i)

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

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

Dividend income is recognised when the Group’s right
as a shareholder to receive payment is established.

3.16 Related parties

Parties are considered to be related to the Group if:

(i)

(i

(il)

directly, or indirectly through one or more
intermediaries, the party:

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

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

- has joint control over the Group;

the party is an associate or a jointly controlled entity;

the party is a member of the key management

personnel of the Group or its parent;

the party is a close member of the family or any
individual referred to in (i) or (iii);
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INOTES TO THE FINANCIAL W 5 3 B
STATEMENTS

For the year ended 30 June 2010 BHE—_Z—ZFA=THLFE
3. SUMMARY OF SIGNIFICANT 3. FEGFIFHUORBEE @

ACCOUNTING POLICIES (continued)

3.16 Related parties (continued) 3.16 BHE A+ (@)

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

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

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

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

3.17 Leases
(i) Operating leases

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

(i) Finance leases

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

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.17 Leases (continued)
(i) Finance leases (continued)

Each lease payment is allocated between the liability
and finance charges so as to achieve a constant rate
on the finance balance outstanding. The
corresponding rental obligations, net of finance
charges, are included in current and non-current
liabilities. The interest element of the finance cost is
charged to the statement of comprehensive income
over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of
the liability for each period.

3.18 Foreign currencies

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

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

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

For the year ended 30 June 2010 HE_Z-—ZTFXA=-TAHLFE

3. SUMMARY OF SIGNIFICANT 3. FEGFIFHUORBEE @

ACCOUNTING POLICIES (continued)
310 MBI GA ~ it Kk Ah

3.19 Financial guarantee contract, provisions and

contingent liabilities

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

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

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

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

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

For the year ended 30 June 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.20 Dividends

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

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

4. CRITICAL ACCOUNTING
JUDGEMENTS AND ESTIMATES

(A) Judgements

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

(i) I'mpairment of assets

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

3. FEFIHBURME @

3.20 ik &

EZEHIRENRIBENRERE
BERAGH/EIRE R - THHIER 5
AR R B AHRT A e
flb AT 1 D R 8 (R0 B ) B L D
- BEZEREERRALELE
k- RlgERSAR-

FHRETREZRRREIR -
AARRRABERKNE R ARER
MAUARTESENTIRTHRE -
Bt - FERENEZRELSIK
RENEAR/EE -

4. EEGEHAE EAGE

(A) H B

REAARESFTERNBIET
B T X aTam g RAG ST eV HIET SN - B
BECEL THIHE - ez A e
B BHRRANMER S RIBNK
MEERBEAXN -

(i) BsE

RETEERRDRESBE
BYRENEHEETBERE
5 BREFHEEREED
HIET - CEHZRHE - ()VREE

HERIRE EREBENEMHX
TR BEEBENEMHRST
B« QBEEREERG UK
Kiﬁi/mg/%iﬁfﬁﬂziﬁf m
ZFRREDRBEFECREE
SRR IR R (E L T+ &R(3)
KRR SR E TR S RA
HEE T 2RR - BEZER
eRERASEHAEEL X
PR o BT E R B UE T RE
BENBR (BEARESR
iawm%ﬁrxg§$ﬁ
&) B TR B A fe BRERIH
AN EFREEEEAY
%2,

%?i%%’i‘ﬂ’iﬁlﬁ’& )
FEEEES

=

p=o)



INOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010 BHE—_Z—ZFA=THLFE

4. CRITICAL ACCOUNTING 4. FEEFHAIE FALE @

JUDGEMENTS AND ESTIMATES (continued)
(A) Judgements (continued) (A) HEr (5

(ii) Income taxes (i) Prfdst

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

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

For the year ended 30 June 2010

4. CRITICAL ACCOUNTING
JUDGEMENTS AND ESTIMATES (continued)

(B) Estimation uncertainty

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

(i)

(if)

(iii)

I mpairment test of assets

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

I ncome taxes

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

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a
straight-line basis over their estimated useful lives, after
taking into account of their estimated residual value.
The determination of the useful lives and residual
values involve management’s estimation. The
management assesses annually the residual value and
the useful life of the property, plant and equipment
and if the expectation differs from the original estimate,
such a difference may impact the depreciation in the
year the estimate is changed and the future period.
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INOTES TO THE FINANCIAL W 5 3 B
STATEMENTS

For the year ended 30 June 2010 HE_Z-—ZTFXA=-TAHLFE
4. CRITICAL ACCOUNTING 4. FEEHHAE AL E
JUDGEMENTS AND ESTIMATES (continued)
(B) Estimation uncertainty (continued) (B) fh#EtABIRIRE R (5)
(iv) Amortisation of intangible assets (iv) e & & 8
The Company amortises its intangible assets on a RRABIAESE  REHER
straight-line basis over the estimated useful life ranged BEAHERAZ BRA=ET
from three to ten years, commencing from the date SR ET T {50 A 4 AR SE AR
on which the intangible assets are available for use. BE - hEtrIEAFHEES
The estimated useful life reflects the directors’ estimate BEIAARFEFEAEREE
of the periods that the company intends to derive EETETS R 2R A B FI| 25 A HAFA o

future economic benefits from its intangible assets.

5. SEGMENT INFORMATION 5. 4rERER

The Group has adopted HKFRS 8 Operating Segments with effect H-ETNFLA—HE KAEBERMNE
from 1 July 2009. HKFRS 8 is a disclosure standard that requires B SREERIESRE BN - BB
operating segments to be identified on the basis of internal reports RS ERIESH ) —HIEEER - AT
about components of the Group that are regularly reviewed by EENFARREEEERRETHER
the chief operating decision maker for the purpose of allocating MAREBE S AR DHRNBREED - A
resources to segments and assessing their performance. In REDEE D ELE R RHERIR - Hit
contrast, the predecessor standard (HKAS 14 “Segment T BEERSERBBESFERE 145
Reporting”) required an entity to identify two sets of segments [ #E]HE - EEEASARR KE®
(business and geographical) using a risks and returns approach. EE MBS E (R RME) - BE - K
In the past, the Group’s primary reporting format was business SEFZERFAREBHE - EREE
segment. The application of HKFRS 8 has not resulted in a B 5 e 5 AE R B 857 N MR S BN &R B AR
redesignation of the Group’s reportable segments as compared BEASSTENF14REENETEAET
with the primary reportable segments determined in accordance EWRHHIELHE -

with HKAS 14,

Operating segments are identified on the basis of internal reports B ) AR IR IR AN S B % A R R ) B R
which provides information about components of the Group. NEHBHES D - ZEERERTETELE
These information are reported to and reviewed by the chief REE - UHEFBEERRERR U
operating decision maker for the purposes of resource allocation B &R B fF R IR o

and performance assessment.

VITOP BIOENERGY HOLDINGS LIMITED
Annual Report 2010



NOTES TO THE FINANCIAL

STATEMENTS

For the year ended 30 June 2010

5. SEGMENT INFORMATION (continued)

(A) Segment revenue, results, assets and liabilities

For the purpose of assessing segment performance and
allocating resources between segments, the Group’s chief
operating decision maker monitors the results, assets and
liabilities attributable to each reportable segment on the

following bases:

Revenue and expenses are allocated to the reportable
segments with reference to sales generated by those
segments and the expenses incurred by those segments
or which otherwise arise from the depreciation or
amortisation of assets attributable to those segment. Head
office and corporate expenses are not allocated to individual

segments.

Segment assets principally comprise all tangible assets,
intangible assets and current assets directly attributable to
each segment other than available-for-sale investments,
financial assets designated at fair value through profit or
loss, dividend receivable and tax recoverable. Segment
liabilities are all liabilities other than bank loans, finance lease

and tax liabilities.

The four reportable operating segments are listed as follows:

(i) BlOenergy products:

(i) Healthcare food
products:

(i) Multi-functional

water generator:

(iv)  Others:

manufacturing and trading
of bedding products,
underclothing and
body protection
accessories containing
the BIOenergy compound

trading of healthcare food
products, including
polypeptide products

manufacturing and trading
of multi-functional
water generator

trading of other healthcare
products and others

5 SEER @
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66
INOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

5. SEGMENT INFORMATION (continued)

(A) Segment revenue, results, assets and liabilities
(continued)

Business segments
The following tables present revenue, results and certain

assets, liabilities and expenditure information for the Group’s
business segments:

HE—_Z2—ZF

-

5 SEER @

(A) ZrEBlezs ~ %468 - BEMA
& (&)

e ¥

NA=ZTHLEFE

TREIAREEZEB D B KR -

$ERETAE AERMXA

BlOenergy Healthcare Multi-functional
products food products water generators Others Consolidated
REERIIER RERRE SIEEAE Hft &8
2010 2009 2010 2009 2010 2009 2010 2009 2010 2009
ZE-2F “ET)N\F ZB-BF CETAF CE-9F CTE0F CE-%F CTTNF CB-EF CETAE
HK$'000 HKS000 HK$000 HK$000 HKS'000  HK$000 HKS$'000  HKS'000  HK$'000  HKS'000
TEn  TET  TEn  TAr  THn  TEn  TEn A TER TEn
Segment revenue: ARhE:
Seles to extemal customer A EFHE 10646 9249 16080 22490 39614 55178 191 1145 67540 88,062
Segment result PHEE 13 1494 2,961 3512 3,432 7,409 199 245 7365 12,660
Unallocated otherincome ~ EfRAEUA 5066 9,182
Unallocated expenses AERR (81,267)  (27,89)
Loss from operating activiies  M&EE (18,836) (6,054
Finance cost S (62 (78)
Loss before income RAERRT
fax expense BE (18898) (6,18
Income tax expense MERRL (166 (172
Loss for the year FEERR (19,064) (6,304

VITOP BIOENERGY HOLDINGS LIMITED
Annual Report 2010



NOTES TO THE FINANCIAL Y0 75 3 B

For the year ended 30 June 2010 HE-_Z-—ZFXA=ZTHLFE
5. SEGMENT INFORMATION (continued) 5 EER @
(A) Segment revenue, results, assets and liabilities (A) srEBless ~ 6 - BE KA
(continued) & (@)
Business segments (continued) K (E)
BlOenergy Healthcare Multi-functional
products food products water generators Others Consolidated
REZRIIER RERR EYLEEYE -4 g4
2010 2009 2010 2009 2010 2009 2010 2009 2010 2009
Z%-8F CTTNE “E-%F CSTNE CB-BF CSINE C%-BF CTENE CB-%EF CITE
HK$'000 HK$000  HK$000  HK$000  HK$'000  HKS'000  HK$000  HKS'000  HK$'000  HKS'000
TEx  TER  TEm  TET  FTEr  TEr  TEn TEr TEn TER
Segment assets ABEE 12,551 13,801 9899 13781 34678 37,672 1,136 1067 58264 66,311
Unallocated assets AIVEE 2624 26523
Total asses ARG 85888 92,834
Segment liabilities R84 5165 2208 7806 5368 20461 14404 578 273 00 22053
Unallocated libilties AOREE 229 3370
Total labities Blas %219 25623

Other segment information:  E#12$&# :

Depreciation it 955 - - - - 101 - - 955 101
Unallocated amount of AOMNELE
depreciation 840 3172
1,795 3,213
Amortisation of BRAERH
intangible assets 2 2 991 1463 - = - = 993 1,465
Capital expenditure ERRx 869 - - - - - - - 869 -
Unallocated amounts of AINELRY
capital expenditure i 201 1802
1,070 1,802



INOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

5. SEGMENT INFORMATION (continued)
(B) Geographical segments

(©)

A geographical analysis of the Group’s revenue from external
customers, certain asset and expenditure information is not
presented as the Group’s revenue and assets in
geographical segments other than the PRC are less than
10% of the aggregate amount of all segments.

Information about major customers

The Group has a very wide customer base, and no single
customer contributed more than 10% of the Group’s revenue
for each of the years ended 30 June 2009 and 2010.

6. REVENUE AND OTHER INCOME

(A) Revenue

Revenue, which is also the Group’s turnover, represents the
net invoiced value of goods sold, after allowances for returns
and trade discounts where applicable. All significant intra-
group transactions have been eliminated on consolidation.

Turnover made in the PRC is subject to value added tax
(“VAT”) at a rate of 17% (“output VAT”). Such output VAT is
payable after offsetting VAT paid by the Company on
purchases (“input VAT”).

5 SEER @

(B)

(©

Hi i 43

A AN 5 BRI R 2 &F (R EIER SN
H R ) B E DR 2 A B A R

THM10% » #3825 NREE IR
EEDHRELHINEFHWE - F

FAERAZEBSN -
EHEEFEFR

AEEBEAEERZHNELER
REBEE-_ZEZNFR_E—ZFAX
A=+HLEREFE WESE—X
FIEAEERRZERI0%MU E °

6. Wz Je H At A
(A) Wit

Yat - MEISAKRENERE 18
EMREEREZITMWER) &
MIHEEmBERFE EEENR
BONBARZGERGEARA KK
8 o

R B EUS R & R BRI T %I R
HanigEn (HEER]) ([$HRIEE
Bl) o ZFHEIRERAREEA
REBER I MIBERE M (TE

TRIEER]) °

(B) Other Income (B) H At A
Group
KEE
2010 2009
—E-ZF —ITNF
HK$’000 HK$’'000
FExT FHET
Interest income A B A 241 234
Reversal of impairment loss B e EREEE
on inventories 1,330 3,583
Gain on disposal of property, HEWE BEX
plant and equipment B olE - 75
Dividend income from AIHEREEEREBA
available-for-sale investments 900 900
Fair value gain on financial BEREBERTFEERKRIIA
assets designated at fair wEASBENTBEE
value through profit or loss A FEKE 1,245 =
Others Hitb 1,350 4,440
5,066 9,182

VITOP BIOENERGY HOLDINGS LIMITED
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

7. LOSS FROM OPERATING ACTIVITIES

Loss from operating activities is arrived at after charging:

HE-T-TEXA=ALEE

-

7. Rl

REFERDHNBRTIISE

Group
rER
2010 2009
—E-EF —ZEThEF
HK$’000 HK$’'000
FExT FHET
Auditor’s remuneration = ERRD B & 438 500
Cost of inventories sold EHFEEKA 44,662 52,243
Staff costs BT KA
Directors’ remuneration EEZMS
(note 13(a)) (MF5E13(a)) 1,292 1,092
Wages and salaries TERE® 16,018 18,057
Pension scheme contributions BIREFT B R 1,697 1,674
19,007 20,823
Depreciation e 1,795 3,273
Amortisation of intangible assets* | A EE 993 1,465
Exchange loss, net* b H S8 F 5 3 -
Operating lease charges in RIR T RIEFHY
respect of land and buildings LR 3,380 3,557
Provision for obsolete and PRERBIHTERE"
slow-moving inventories™ 1,773 17
Impairment loss recognised in L H fth 8 I AR 5K
respect of other receivables* KR EEE 1,101 =
Impairment loss recognised in respect L AJ tH &R & E B
of available-for-sale investment REREEE 3,000 =
Loss on disposal of property, LEWE  BEK
plant and equipment* REHEE 3 -
Fair value loss on financial & AR A FES R RIA
assets designated at fair i 1) 2k BT 18 A B 7 B E Y
value through profit or loss* NFEEE - 1,571

*

included in other operating expenses

RAP 2 JBe AT Bt
—TTF

TEEY

A

p=o)



INOTES TO THE FINANCIAL

STATEMENTS

For the year ended 30 June 2010

8. FINANCE COSTS

Group

rER
2010 2009
—E-EF ZETNF
HK$’000 HK$’'000
FERT FHBT

Interest on bank loans wholly AR AFRNBEER

repayable within five years H 81T B 3R B 62 78

9. INCOME TAX EXPENSE

Hong Kong Profits Tax has not been provided as the Group had
no assessable profits arising in Hong Kong during the year (2009:
Nil). Taxes on profits assessable elsewhere have been calculated
at the applicable rates of tax prevailing in the jurisdiction in which
the Group operates, based on existing legislation, interpretations
and practices in respect thereof during the year.

9. FifFBibA X

E#$%%iﬁﬁﬁiﬁﬂtﬁﬁ§ﬁﬁiﬁéﬂ
(ZZTNF B BAEELBRBNE
TR - E b7 M FERBUR A MR IR TS
RN B R KT RIARE [ & B 608
MERGFHE - WREFARZBERIRE A
7 - 2B REGMETE -

Group

rEH
2010 2009
—E2-2F —ETNF
HK$’000 HK$'000
FERT FHET

Current — PRC ENER — AR

Charge for the year REEZH 166 172

VITOP BIOENERGY HOLDINGS LIMITED
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

0.

10.

11.

INCOME TAX EXPENSE (continued)

Reconciliation between income tax expense and accounting loss
at applicable tax rates is as follows:

9. Frf5BiBH 2 )

RERARRAENEREAT NG
HERMT

sTER

Group
rEE
2010 2009
—2-FF —ETNF
HK$’000 HK$'000
FTER FAT
Loss before income tax bRETE TRl BB (18,898) (6,132)
Tax at the applicable tax rates (Note a) 1% F5 &t R 5 E 0 Fi 18 (Fﬁ?a) (4,129) (1,069)
Tax effect of non-deductible expenses  ~ Al F1 7 5 2 MR 75 77 22 1,401 984
Tax effect of non-taxable income BARMMAN R G E (227) (1,493)
Tax effect of tax losses not recognised KRR ISE BT 7 2 3,121 1,750
Income tax expense e R 166 172
Notes: PR EE -
a.  The applicable rates are the rates prevailing in the jurisdictions in a. HERABERAAQFRRAENMBAFLEE

which the Company and its subsidiaries operate.

At the end of the reporting period, the Group has unused tax
losses of HK$55,324,000 (2009: HK$55,324,000) available for
offsetting against future taxable profits of the companies which
incurred the losses. Deferred tax assets have not been recognised
in respect of these losses due to the unpredictability of future
profit streams.

As at 30 June 2010, the Group and the Company did not have
any significant unprovided deferred tax liabilities (2009: Nil).

LOSSATTRIBUTABLE TO OWNERS OF
THE COMPANY

Of the consolidated loss attributable to owners of the Company
of approximately HK$19,104,000 (2009: loss of HK$6,440,000),
a loss of approximately HK$6,445,000 (2009: loss of
HK$3,364,000) has been dealt with in the financial statements of
the Company.

DIVIDENDS

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

B RVERREROBRE o

RepEHR - AEERNARBAFHBEEIEA
55,324,000/ 7T (ZZZ N + 55,324,000

f’%ﬁ) AR SHE A B IR A A BRI
JESRBUE F o HH R BE BE R R 0% 78

B KA S BRI TR
F

R-B—TEXA=+A  ARERAL
TI%EH%%%%WEX%LME%E
SETAE M) -

10. A2 m HEA N REAL B 4H

A#J19,104,0008 T (ZZEZNF : FE
6,440,000,%75)3721S AEB AELERE
FEEET - ARERI BRI NEIERES
1B 456,445,000 L (ZZEZNF : B8
3,364,000/ 7T) °

Jiz &

RZEFBERRZIINEFE - KRN
/[E1—JLjZFH/EE{‘:ETTHn§ °

11.
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INOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

12.

13.

LOSS PER SHARE ATTRIBUTABLE TO
OWNERS OF THE COMPANY

The calculation of basic loss per share is based on loss attributable
to owners of the Company for the year ended 30 June 2010 of
approximately HK$19,104,000 (2009: loss of HK$6,440,000) and
882,785,961 (2009: the weighted average of 831,603,221)
ordinary shares in issue during the year.

The diluted loss per share for the years ended 30 June 2010 and
30 June 2009 has not been disclosed as the potential shares
arising from the exercise of the Company’s share options would
decrease the loss per share of the Group for the years and is
regarded as anti-dilutive.

DIRECTORS AND FIVE HIGHEST PAID
EMPLOYEES REMUNERATION

(A) Directors emoluments

The directors’ remuneration disclosed pursuant to the Listing

12.

13.

%ﬁﬂ%ﬁk@ﬁ@%%

BREAABEBNREHE-_S—ZF A
T HIEFEARAERS ABLEELY
19,104,000 L (ZEZNF : BB
6,440,000 7L) N FABEHTLEBR
882,785,9611% (=TT N4 : MNEFIIE
831,603,221%) 51 & -

BT A AU B A RO BAE IR ]
EAREEENTREIRND - LHEAR
REFVE  HURRBBE-F-TF
RASTER-ZEAFSA=TALS
EMESREEEA -

o3 N A o R B
P <2

(A) EEMWE

REBELETRAUNREE QRGN E

Rules and Section 161 of the Hong Kong Companies 16116 EFMEMEENT -
Ordinance is as follows:
Group
TEH
2010 2009
—E-ZF —ETNF
HK$’000 HK$’'000
FET FHET
Fees we - -
Other emoluments: Hibl< -
Salaries, allowances and e EMK
benefits in kind EWF= 1,280 1,080
Pension scheme contributions RIS B 12 12
1,292 1,092

VITOP BIOENERGY HOLDINGS LIMITED
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NOTES TO THE FINANCIAL WO % 3 3 P ik I
STATEMENTS

For the year ended 30 June 2010 HE_Z-—ZTFXA=-TAHLFE

13. DIRECTORS AND FIVEHIGHESTPAID 13. #HE A LA REHIEEW

EMPLOY EES REMUNERATION (continued) T 4 ()

(A) Directors emoluments (continued) (A) EFEME &
The emoluments of each director, on a named basis, for HE_Z-ZFR_ZTTNFRA
the years ended 30 June 2010 and 2009 are set out below: “THLEFE BUESHHeK

HeEgmaam T

Year ended 30 June 2010 BE_Z-ZEXA=1+HLEE
Salaries,

allowance Pension

Director  and benefits scheme
fees in kind contributions Total

e e BiRks
EEHE REYF = T EI At &5t
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET
Han Qingyun BEEE - - - -
Han Xiaoyue FE I R - 560 - 560
Chen Henglong PRIERE - - - -
Guo Yanni ElE - - - =
Long Mingfel BEEA TR - - - -
Zhang He (Note 1) &5 (Fif5E1) - = - -
Xu Nianchun N - - - -
Chan Yuk Tong BRE = - 720 12 732
Li Xinzhong =il - - - -
Zhang Wen 53R X - - - -
Zhu Jinghua NS - = = -
Total 2010 —E-TF4F - 1,280 12 1,292
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INOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

13. DIRECTORS AND FIVE HIGHEST PAID
EMPLOY EES REMUNERATION (continued)

(A) Directors emoluments (continued)

Year ended 30 June 2009

BE-T-TEAASHALEE

-

13. EF A hamEHREREDN
T 4 ()

(A) EFEM4E (@)

BE-TTAEAASTALEE

Salaries,

allowance Pension

Director and benefits scheme
fees in kind contributions Total

e o L RiK®
o= Fiokn REWH & ETEIME R &&F
HK$’'000 HK$’'000 HK$’000 HK$’'000
FHET FHET FHET FHET
Han Qingyun BEE - - - -
Han Xiaoyue B2 % B2 - - - -
Chen Henglong YER - - - -
Guo Yanni Bl - - - -
Long Mingfei BEEA R = = = =
Zhang He of A - 360 - 360
Xu Nianchun BraE - - - -
Chan Yuk Tong BRE x = 720 12 732
Li Xinzhong ey - - - -
Zhang Wen ok 32 - - - -
Zhu Jinghua REFEE - - - -
Total 2009 —EENFAF - 1,080 12 1,092

Note: B 5

1. Retired on 17 December 2009

There were no fees and other emoluments payable to the
independent non-executive directors during the year (2009:
Nil).

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

During the year, no director (2009: Nil) has been granted
with share options in respect of their services to the Group
and further details of which were set out in note 26 to the
consolidated financial statements.

VITOP BIOENERGY HOLDINGS LIMITED
Annual Report 2010
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010 HEZT

13. EF A hamEHREREDN
T 4 ()

(B) Il m#H AL

13. DIRECTORS AND FIVE HIGHEST PAID
EMPLOY EES REMUNERATION (continued)

(B) Five highest paid individuals

The five highest paid individuals in the Group during the FR - AEEREERSFATRE
year included two (2009: two) directors, details of whose ME (ZEZNF  MB)EF - &
emoluments have been disclosed in note (a) above. The LM FBER EXWE ()
emoluments paid to the remaining three (2009: three) non- B FALINTESR=F(ZZTZTN

directors, highest paid individuals for the year are as follows: F:ZR)IEEE e ATHB
ST
Group
KEH
2010 2009
—E-ZF —ETNF
HK$’000 HK$’'000
FET FHEIT
Salaries, allowances e RUAREDH =
and benefits in kind 1,584 1,577
Pension scheme contributions RIREET B 24 36
1,608 1,613
The number of the remaining highest paid individuals whose HBEMeN TUTHEENSZRFTALTHA
emoluments fell within the following band is as follows: s
2010 2009
—E-ZF —ITNF
Nil to HK$1,000,000 21,000,000/ T 3 3

During the years ended 30 June 2010 and 2009, no
emoluments were paid by the Group to the directors or any
of the five highest paid employees of the Group as an
inducement to join the Group or upon joining the Group or
as compensation for loss of office.

RBE_Z-ZFR_ZTNAFA A=T
BLEEE  AEETVERESHIMAAS
BhEs=sFHEESNME - (ERAMAK
SESINANE B 1L # 2B A R RER A

=y
(=]



INOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

14. PROPERTY, PLANT AND EQUIPMENT 14. Y2 ~ W I 3%

Group rEE
Machinery Furniture
Leasehold and  and office Motor
improvements  equipment  equipment vehicles Total
RER
HEMELE HERRE BLERE AE @it
HK$'000 HK$’'000 HK$'000 HK$’000 HK$'000
TET FET FEL THL FET
At 1 July 2008 RZEZNFLA—H
Cost Z%N 13,989 1,585 17,712 3,165 36,451
Accumulated depreciation 2t E (12,196) (1,579) (13,503) (2,605) (29,883)
Net book amount REFE 1,793 6 4,209 560 6,568
Year ended 30 June 2009 EHZE-FTENF
NAZTHLERE
Opening net book amount ~ F R FE 1,793 6 4,209 560 6,568
Additions AE 868 121 203 610 1,802
Disposal k== (68) = 27) (63) (158)
Depreciation neE (2,019) (15) (1,021) (218) (3,273)
Net book amount REFE 574 112 3,364 889 4,939
At 30 June 2009 and *;}A_? ?jﬁ/\ﬂ +H
1 July 2009 EZTZNF+HA-H
Cost B%N 14,780 1,706 17,886 3,701 38,078
Accumulated depreciation 2t E (14,206) (1,594) (14,522) 2,812) (33,134)
Net book amount REFE 574 112 3,364 889 4,939
Year ended 30 June 2010 HZE-T—ZF
A Jr HItFEE
Opening net book amount  F ¥ BRI F & 574 112 3,364 889 4,939
Additions AE 392 = 23 310 725
Disposal HE - - () - (5)
Reclassification EXimEs! 706 - (706) - -
Depreciation nE (878) (26) (635) (256) (1,795)
Exchange realignment B 5 B 46 - 65 7 118
Net book amount REFE 840 86 2,106 950 3,982
At 30 June 2010 RZT-ZFA=+H
Cost B 15,651 1,706 15,572 4,293 37,222
Accumulated depreciation 2t E (14,811) (1,620) (13,466) (3,343) (33,240)
Net book amount EEFE 840 86 2,106 950 3,982
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

15. INTANGIBLE ASSETS

HE-T-TEXA=ALEE

15. B & &

AEE

Patents and

I 77

technical Development
know-how costs Total

HRER

i A0 B B B AN et

HK$’000 HK$’000 HK$’000

FAT FET FET
At 1 July 2008 RZZFEZENF+H—H
Cost Bk 7R 5,989 7,510 13,499
Accumulated amortisation RETH#EH (3,605) (7,497) (11,102)
Net book amount R FE 2,384 13 2,397
Year ended 30 June 2009 HE_ZZThF
NAZTRHLEE
Opening net book amount FYIREFE 2,384 13 2,397
Amortisation b3 (1,463) 2) (1,465)
Net book amount BREHE 921 11 932
At 30 June 2009 and RZBEZNFAA=1H
1 July 2009 E=ZFZTNFtH—H
Cost Bk 7R 5,989 7,510 13,499
Accumulated amortisation RETH#EH (5,068) (7,499) (12,567)
Net book amount BREFE 921 11 932
Year ended 30 June 2010 HE—_ZT—ZTF
NAZTRHLEE
Opening net book amount FYIREFE 921 11 932
Additions B 345 - 345
Translation adjustment bE W 33 - 33
Amortisation i3] (991) 2) (993)
Net book amount BREHE 308 9 317
At 30 June 2010 RZE—TFA=1+H
Cost BN 6,541 7,510 14,051
Accumulated amortisation ZETHEH (6,233) (7,501) (13,734)
Net book amount ARENFE 308 9 317
KA A P A8

TSEEH
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16. INTERESTS IN SUBSIDIARIES 16. i Bt} & 2w B R A5
Company
b NN
2010 2009
—E-ZF —ETNF
HK$’000 HK$’'000
FHEx FHET
Unlisted investments, at cost JEEMRE B 39,952 39,952
Less: Provision for impairment B ORE R (10,261) (10,261)
29,691 29,691
Due from subsidiaries JE U BT B A B B FRIE 14,979 19,056
Due to subsidiaries FESTHT B A B8 FUIE (10,191) (10,191)
As at 30 June 2010, the balances with subsidiaries are unsecured, RZZE—ZTFXA=+H  WBRAANEG
interest-free and repayable on demand. Accordingly, the amounts BRIVEER 2 ERNEHFEE -
due from/(to) subsidiaries are classified as current assets/liabilities. Ity FEUS (FER) BB A R ZRIB 051 A

mBEE RS -

VITOP BIOENERGY HOLDINGS LIMITED
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NOTES TO THE FINANCIAL

STATEMENTS

For the year ended 30 June 2010

16. INTERESTS IN SUBSIDIARIES (continued)

Particulars of the principal subsidiaries as at 30 June 2010 are as

HE-2-2F;

-

A=+HLEFE

16. 7 Pt 2w B RE S ()

RZZE-ZFXA=1H FEMEAQF

follows: BEFEET
Place of Particulars of Percentage
incorporation/ issued capital/ of equity
establishment registered attributable Principal
Name and operations capital to the Group activities
AR BRITRE/ rEEEE
1 RYREE TR AR BREDL TEXH
Direct Indirect
E# BE3
Vitop Bioenergy Limited British Virgin 1 share of US$1 each 100% = Investment holding
Islands (‘BVI")
REENIRAERAR ERRNES 1REREEIZT RERK
(XBRERHES]) ®kH
Vitop Bioengery (China) Ltd PRC Registered capital of = 100% Manufacturing and trade of
(“Vitop China”) HK$50,000,000 BlOenergy® products, and
trading of multi-functional
water generators, healthcare
food products and other
healthcare products
REEY (PE) BRD A HE ARA EERBEXRFRRIER
(TREHE]) 50,000,000 70 HE SR -
RERRRABREER
Vitop Healthcare Product Hong Kong 2 shares of HK$1 each = 100% Trading of BlOenergy® product
Limited
AERFERARAF BB 2BREREEIAT HEXFRORIIEM
g
BIEREEERFRR PRC Registered capital of = 80% Manufacturing and trading of
BREADA™ RMBS5,840,000 multi-functional
water generators
HE ARA EERBESMEEKH
AR 5,840,007
Vitop International Limited BVI 450,000 shares of - 100% Investment holding
("VIL") US$1 each
ERANES 450,000/ &K RERK
HE1ETHRN

PRC law.

Registered as wholly-foreign owned enterprise (“WOFE”) under the

. Registered as Sino-foreign joint venture under the PRC law.

* RIPBEEREMRINBELZE (5
BEERE]) o

o BRERBEEZEMATIIABLE -

RA 0 P 24
B B 21

p=o)
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16. INTERESTS IN SUBSIDIARIES (continued)

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

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

17. FINANCIAL ASSETS DESIGNATED AT
FAIR VALUE THROUGH PROFIT OR

HE-F-FEAASHALER

16. 7 Pt 2w B RE S ()

LB R BB ImR T R (FE)
SETEEHMBER AR AEE B AE
B BNER -

ERFINARARNMBLRR - ARRES
R HEHBARIEZEARFENE
ARARAEEEERABNERND -
ARBEZRR  HERHEMBHEARF
MEHSERERRBEER -

17. 38 5% R 3% A Bk K5
N\ i ) B8 R 1R B B 5

LOSS
HK$’'000
FAT
Structured notes with embedded AETETENGEEERE -
derivatives, at fair value BATE
Balance at 1 July 2008 A\ZZEENF+H—HEEH 2,162
Fair value loss NEEEE (1,571)
Balance at 30 June 2009 and RZZEZENFAA=THK
1 July 2009 —ETNFEA—BHEH 591
Fair value gain AFERE 1,245
Balance at 30 June 2010 RZE—ZFNA=THOEH 1,836
Group
AEE
2010 2009
—E-FF —EENF
HK$’000 HK$’000
FET FET
Represent: MEER :
— current - mEM 1,836 =
— non-current - BB - 591
1,836 591

VITOP BIOENERGY HOLDINGS LIMITED
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17. FINANCIAL ASSETS DESIGNATED AT 17. 38 € B 3% FAE 5 IR I 3|

FAIR VALUE THROUGH PROFIT OR N\ i B B¢ 48 B B 25
L OSS (continued) (#8)
The structured notes with embedded derivatives as at 30 June RZZE—ZFFA=+TH ASHETIR
2010 were classified as financial assets designated at fair value REEE B EIIERE /R A TEIE
through profit or loss. Fair value of the structured notes with RO NEFKBENTHEEE - R_F—
embedded derivatives as at 30 June 2010 has been determined TERNA=TH  RETETENGEREE
by reference to the quotation provided by the bank. EENATFEDZZERTRENRENE
E o

18. AVAILABLE-FOR-SALE INVESTMENTS 18. At H & # &

Group Company
rEE ¥ NN
2010 2009 2010 2009
—E-Z2F —ETNF —E-Z2F —ETNF
HK$°000 HK$’'000 HK$’000 HK$’'000
FET FAT FE&T FAT
Unlisted investments, 3F EMi%%& -
at fair value (Note) BAYE
Cigzd) 22,033 21,700 18,700 21,700
Note: During the year, the Group acquired 14.50% (2009: Nil%) in the MRE © R AERELLALY3,333,000/8 TR
ordinary share capital of E % & {5 B fii G A 7], a company BUREEZEEERNERAR (E
involved in the research and development of the software and ST E B EE AT A A)) B MR A
hardware of calculator, with consideration of approximately 14.50% 8w (ZTTNF - |) -
HK$3,333,000.
%ﬂ‘ﬂz%ﬁﬁﬂ’i

NHﬁ
HE
>
Il
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19. INVENTORIES

82
INOTES TO THE FINANCIAL

BE-T-TEAASHALEE

-

19. 78

Group

AEHE
2010 2009
—E-ZF —EENF
HK$’000 HK$’000
FExT FET
Raw materials R A 5,406 5,453
Work in progress M 6,312 4,625
Finished goods BURK fh 14,730 7,892
26,448 17,970

Less: Provision for obsolete B R RO
and slow-moving BUPX, on B 15
finished goods (4,807) (8,020)
21,641 14,950
20. TRADE RECEIVABLES 20. ¥ 5 FE WUk

Group

AEH
2010 2009
—g-2F —TTAF
HK$’000 HK$’'000
FHExT FET
Trade receivables 2 5 W AR 9,228 9,467
Less: Provision for impairment W R E R (8,146) (7,874)
1,082 1,593

Before accepting any new customers, the Group will assess the
potential customer’s credit quality. 29% (2009: 51%) of the trade
receivables that are neither past due nor impaired have the best

credit quality.

The credit terms that the Group offers to customers are generally

not more than 90 days.

VITOP BIOENERGY HOLDINGS LIMITED
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

20. TRADE RECEIVABLES (continued)

An aged analysis of trade receivables is as follows:

0. & 5 MEWIR 3K )

B RWERRORE DT

Group

£33
2010 2009
—2-FF —ETNF
HK$’000 HK$'000
FTHER FHET
0 - 30 days 0£30H 125 662
31 - 60 days 31260H 193 143
61 to 180 days 61£180H 453 344
Over 180 days #180H 311 444
1,082 1,593

Included in the balances are trade receivables with an aggregate
carrying amount of HK$764,000 (2009: HK$788,000) which are
past due at the reporting date for which the Group has not
provided impairment loss as there has been no significant change
in credit quality and the amounts are still considered fully
recoverable. The Group does not hold any collateral over these
balances. No interest is charged on the trade receivables.

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

B S REWEERE T EFT ARTES BHE
B HA AN S [ i R TR E S 1B R BB Y
BRE4E764,0008 T (2T NF -
788,000/ 7T) - WL JIHAMNMEEE R WESE
AEFHRBESEDHER AT 2EUWE -
REBWERZEEHREBFRETAERER -
B SRR TETE ©

BB I R E A0 R 5 IR S 0B
mF :

Group
REE
2010 2009
—E2-ZF —ETNF
HK$’000 HK$’'000
FExT FAT
61 to 180 days 61£2180H 453 344
Over 180 days #180H 311 444
764 788
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P
21. CASH AND BANK BALANCES 21. Bl RARAT 45
Group Company
AEE AT
2010 2009 2010 2009
—E-ZfF ZETNF —E-ZF —ETNF
HK$°000 HK$’000 HK$’000 HK$’'000
FHBT FHET FEx FHET
Cash at banks RITRE R
and in hand FERE 5,271 19,978 26 26
Time deposits TEHTF 5K 3,411 3,333 - -
Total cash and e MRITETT
bank balances FEk 8,682 23,311 26 26
Less: Pledged o IRITE K
bank deposit RHE W
for a bank [z
loan facility RITHER (20) (20) - =
8,662 23,291 26 26
As at the end of the reporting period, the cash and bank balances RMEHR - NEEUARE (AR
of the Group denominated in Renminbi (“RMB”) amounted to FHERIR S RIRTTAF43E7,612,0008
approximately HK$7,612,000 (2009: approximately T (ZZEZNF « 4916,457,000/%870) ° A
HK$16,457,000). The RMB is not freely convertible into other RETSEHABREMEY - HRER
currencies. However, under the PRC Foreign Exchange Control BUSNGE B I SR 45 B - BEE REE R
Regulations and Administration of Settlement, Sale and Payment RIE » NEEREFBEREETINER
of Foreign Exchange Regulations, the Group is permitted to BORITEARE LB AEHMER -

exchange RMB for other currencies through banks authorised to
conduct foreign exchange business.

VITOP BIOENERGY HOLDINGS LIMITED
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010

22. TRADE PAYABLES

The credit terms of trade payables varies according to the terms
agreed with different suppliers. The ageing analysis of the Group’s
trade payables as at the end of reporting period is as follows:

22. ¥ 5 AT IR 3

LI RNERNEEHEETRHER T
ENHRER - AEENE SHEMNERR
WEBHROFRESTOT -

Group

rEE
2010 2009
—2-FF —ETNF
HK$’000 HK$’000
FET FHT

Outstanding balances with ages: RIREREC B D B R (EBEREE

Within 30 days MR30B A 480 3,457
Between 31 to 60 days 31260H 7,168 80
Between 61 to 180 days 612180 3,919 64
Over 180 days #180H 1,248 61
12,815 3,662

23. OBLIGATION UNDER FINANCE LEASE

As at 30 June 2010, the Group had obligation under finance lease
repayable as follow:

23. & B AR E

R-T—TFA=+H  RNEENEE
ERmEREAENT -

Present value

Minimum of minimum
lease payments lease payments
RIKFE BEMARENRE
2010 2009 2010 2009
—E-ZfF —TENF —E-EfF —ZEFTNF
HK$’000 HK$’000 HK$’000 HK$’'000
FTRT THET THERT FET
Amounts payable: JE 15 5K 8
Within one year —FR 80 91 71 79
In the second EFE_EZREF
to fifth years 52 166 51 147
132 257 122 226
Less: Future finance & : BZ B &
charge &M (10) (31) - =
Present value of MEAERNIRE
lease obligation 122 226 122 226

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

THHEEFHNR=F - BiEHNAHS
[ RRT ML AR B

%?i%ﬁﬂ’iﬁlﬁ’& )
FEEEES

=

p=o)
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24. INTEREST-BEARING BANK LOANS

HE-T-TEXA=ALEE

-

24. Ft B RAT Bk

Original 2010 2009
currency —E-EF —ETNhF
R HK$’000 HK$’000
FEx T
Bank loans, secured IRITER A HK$ 77T 2,146 2,500
Analysed into: DA :
Bank loans repayable AR AT B EE R
IRITER
— within one year —— %R 397 2,500
— in the second year —F_F 409 =
— in the third to fifth years, —F=FFEFAHF
inclusive (BREEEMRSF) 1,340 =
2,146 2,500
Less: Amounts due within B ETARBAEE TR
one year included —FAEERFRIE
in current liabilities (397) (2,500)
Amounts due after one year FTASEREBBEETH
included in non-current —F & B BB 5RI8
liabilities 1,749 -

The Group’s bank loan facility amounting to HK$2,500,000 (2009:

HK$5,000,000), of which HK$2,146,000 (2009: HK$2,500,000)
has been utilised as at the end of the reporting period. The facility
is secured by the Group’s financial assets designated at fair value
through profit or loss amounting to HK$1,836,000 (note 17) and
a pledged bank deposit of HK$20,000 (note 21) and supported
by a corporate guarantee executed by the Company (note 29).

All bank loans of the Group are floating interest rate bank loans.
The interest rates of the Group’s bank loans was HIBOR+2%
provided that if during any interest period HIBOR is lower than
1% p.a., then the rate of interest to be charged during such interest
period shall be equivalent to 3% (2009: ranged from 5.25% to
5.5%) per annum.

VITOP BIOENERGY HOLDINGS LIMITED
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25. SHARE CAPITAL 25. A
2010 2009
—E-FF —EENF
HK$’000 HK$’'000
FET FET
Authorised: JARE ¢
20,000,000,000 ordinary 20,000,000,0000% & i%
shares of HK$0.025 each F{E0.025/% I/ & i@ AX 500,000 500,000
Issued and fully paid: BEEITRAR :
882,785,961 (2009: 882,785,961) 882,785,961 1%
ordinary shares of HK$0.025 each (ZZZN4F : 882,785,961/%)
IR EE0.025/8 JT iy 3 A% 22,070 22,070
A summary of movements in the authorised and issued share RRAGVEERBBEITRAZHMESOT

capital of the Company is as follows:

Number of Nominal
authorised Number of value of
shares shares issued shares issued
EE 28T B#T
48 E R EE BHEE
HK$'000
FET
At 1 July 2008 RZEENFLA—H 20,000,000,000 735,685,961 18,392
Issued of consideration shares  Z1THR B - 147,100,000 3,678
At 30 June 2009, 1 July 2009 R=-ZFFEAE~A=1+H"
and 30 June 2010 “EBAFELA-BK
—E-ZEEXA=TH 20,000,000,000 882,785,961 22,070
On 5 November 2008, the Company issued and allotted RZZEZNF+—ARA  ARFIRER
147,100,000 shares at an issue price of HK$0.1269 and YRR —_FTENFLANBEZZZN
HK$0.095 per share pursuant to subscription agreements dated FNAZTHAEMNRERHZD AIREITE
8 September 2008 and 24 September 2008 respectively. For F/%0.126978 7T & 0.095/8 JT 2417 M Bl 3%
further details, please refer to the Company’s circular dated 147,100,0000% 8% 15 - BE#E —FFFI5 -
26 September 2008. EE Fflﬁ 7 BRA-—ZZNFLA=-T+
SNER B
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26. SHARE OPTION SCHEME 26. [ B REHEH)

In connection with the listing of the Company’s shares on the
Main Board of the Stock Exchange, the Company conditionally
adopted a share option scheme (the “Scheme”) pursuant to an
ordinary resolution passed by the shareholders of the Company
on 283 January 2003. The Scheme became effective on 10
February 2003 upon the listing of the Company’s shares on the
Main Board of the Stock Exchange by way of introduction and,
unless otherwise cancelled or amended, the Scheme remains in
force for ten years from that date.

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

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

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

VITOP BIOENERGY HOLDINGS LIMITED
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26. SHARE OPTION SCHEME (continued) 26. I RESTE )

The total number of shares of the Company in respect of which
options may be granted under the Scheme must not exceed
88,278,596 shares, being 10% of the total number of shares of
the Company in issue on the date when the 10% Scheme limit
has been refreshed. The 10% Scheme limit was refreshed at the
extraordinary general meeting of the Company held on 30 October
20009.

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

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

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

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

SURIRET SR & B A M T AT EY
ARRBIBMDARE - T1511888,278,596
B - BI10%sT BIRBEFHE AARTED
BT 22 HI10% ° 10%5T BIRFRE R
ARB —ZEZNFTA=ZTHETHRER
KRR g EEH -

REERLE BER1218 A SR AME T
LEETESEENBERE (BRECDTE
R i1 RTTRE RO RE R ) ATIERE BT R
# T ERITHARRRN AR TEBRER
HEBARR D EITIRMAEHI1% ([E
AER]D) - LE—TREBAREALRDY
FBRE - DAKBRRAERRAS L1 -
HEB2EE REBEAVARERE

BREAIRARAESZE ([EF8)) 5
RTE R B MBERS T LATT(E - MR AR
TEHISEARHBREE BB 1
f'z o

BREZSREHETEN  BREER TTE
A AT S A2 15 AR -

BRTBRENEZR L ARZERRL B S
FBRT28 H R AR ABRAARX
[1.00BTTH T ARENIER - ERAETAE
PR RE -

RAE 2 P B 24
B B 21

p=o)



90
INOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2010 HE_Z-—ZTFXA=-TAHLFE

26. SHARE OPTION SCHEME (continued) 26. I RESTE )

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

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

Share options do not confer rights on the holders to dividends or
to vote at shareholders’ meetings.

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

No share options were granted during the year ended 30 June
2010.

VITOP BIOENERGY HOLDINGS LIMITED
Annual Report 2010

EAIRE AR PTS R AN R B A B R B (B
PYHESS2RETE  ETRERA TS
EWREE  @REROBERESR (LA
RRZH) MR AEARERMIIORN
Wi fE )R BEZERER L AR E
R 5 AB R FE B RERMII D T
Wi g ReKRMEE -

BEE-T-=F-_ANBRL  FEHK—
HEAM - EARBAERRAE LiEE)
mREFRIEAE - HENBERBER
% BTeRERNETMEBRERLE - H
RGN AR T ES —EAR T
RN °

PR A TR A AU BRI R
RE LIRFHHER -

HRBRER LR 2 FR T - B
2 AR HE S 5 2 FE B AP E TR R
BHEIR A —IR A BB A E (B REUE R A
&t o TERRIR R [ BRI SR 08 AT 457K B 1R 8
BBz BFRBRERER - 51 E
NHER - WEA R REEREZ EM
S

BE_Z-TFNA=THLEFERALE
BB o



NOTES TO THE FINANCIAL W 5 3 B
STATEMENTS

For the year ended 30 June 2010 HE-_Z-—ZFXA=ZTHLFE
Ny
26. SHARE OPTION SCHEME (continued) 26. i S RE ST # o)
Particulars of the share options granted and remained outstanding BE_ZT—ZFA=ZTHLFE  RE
under the Scheme during the year ended 30 June 2010 were as IR KM ARITENBRESBET
follows:
Number of share options
BREHE
Granted Reclassification Lapsed Exercised
Name or category At during during during during At Date of Exercise  Exercise
of participant 1 July 2009 the year the year the year the year 30 June 2010 grant* period price**
RZZ2BLE RZZ2-2%
SREBLAER th-H ERERE  FAENDE ERBEN EREE AB=TH BHEH fifes  fRE™
HK$
AT
Directors:
2
Han Xiaoyue 5,584,000 - - (5,584,000) - - 10 Aug 2007 10 Aug 2007 to 0.260
BER “ZTLENATA 9 Aug 2009
“22tENATRE
“ESAFNANA
Chen Henglong 5,584,000 - - (5,584,000) - - 10 Aug 2007 10 Aug 2007 to 0.260
kiEE “ZELENATH 9 Aug 2009
“EEtE\ATHE
ZZENENANE
1,000,000 - - (1,000,000) - - 28 Feb 2008 28 Feb 2008 to 0.217
ZZZ\FZAZ1\H 27 Feb 2010
“ZZ\E-A-t)\RZ
“E-ZE-A-t4R
Zhang He 5.584,000 - - (5,584,000) - - 10 Aug 2007 10 Aug 2007 to 0.260
Kl ZZTLENATR 9 Aug 2009
“22tENATRE
ZZZRAENANR
1,000,000 - - (1,000,000) - - 28 Feb 2008 28 Feb 2008 to 0.217
ZEE\EZR=TN\R 27 Feb 2010
“2F\F-A-TN\RE
ZE-TECA-t4A
Chan Yuk Tong 4,250,000 - - (4,250,000) - - 5 Dec 2006 5 Dec 2006 to 0.100
REZ “EIAE+-ARA 4 Dec 2011
Z25,5T-RREZE
“2——%+-AmA
23,002,000 - - (23,002,000) - -
AR W e e AT B2 v

—E-TEERH
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ZiSHAREOpHONSCHEMEmmmww

26. M B RE S )

Number of share options
BREHR
Granted Reclassification Lapsed Exercised
Name or category At during during during during At Date of Exercise  Exercise
of participant 1 July 2009 the year the year the year the year 30 June 2010 grant* period price**
R=2%0E R=2-2%
SREHZNES tE-H ERERY  FAEHNDE FRB M FRETE ~A=TH il 8 s fTRE™
HK$
AT
Other employee:
EfbES
In aggregate 37,343,000 - - (37,343,000) - - 10 Aug 2007 10 Aug 2007 to 0.260
@3t “ZTLENATA 9 Aug 2009
“ZRtEN\ATHE
ZEZRAENANA
In aggregate 18,500,000 - - (18,500,000) - - 28 Feb 2008 28 Feb 2008 to 0.217
&3t —EE\F-A=1N\A 27 Feb 2010
ZZZ\EZA-t/\RE
Z2-2E-AC+4H
In aggregate 4,000,000 - - (4,000,000) - - 3 Apr 2008 3 Apr 2008 to 0.255
& —Z%)\5MA=A 2 Apr 2010
“ZZ\fMA=RE
“Z-FFMAH
59,843,000 - - (59,843,000) - -
Suppliers:
{87 -
In aggregate 6,000,000 - - (6,000,000 - - 28 Oct 2004 28 Oct 2004 to 0.355
&t “EERETAZTNA 27 Oct 2009
“ZEMETA-TN\BE
ZEENETAZTER
6,000,000 - - (6,000,000) - -
88,845,000 - - (88,845,000) - -

VITOP BIOENERGY HOLDINGS LIMITED
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26. SHARE OPTION SCHEME (continued) 26. %H&% ﬁ+%ﬂ (8&)
Particulars of the share options granted and remained outstanding E_ETZNEFEA=ZTHLEFE BB
under the Scheme during the year ended 30 June 2009 were as TR R ARITEAERESTENT
follows
Number of share options
RRELA
Granted Reclassification Lapsed Exercised
Name or category At during during during during At Date of Exercise  Exercise
of participant 1 July 2008 the year the year the year the year 30 June 2009 grant* period price**
R=BENE R=BENE
SREHZNES tE-H ERERY  FREHIE FRB M FRETE ~BEtH iR g s TRE™
HK$
AT
Directors:
g%
Han Xiaoyue 5,584,000 - - - - 5,584,000 10 Aug 2007 10 Aug 2007 to 0.260
BREE “ZELENATH 9 Aug 2009
“EEtE\ATHE
ZZENENANE
Chen Henglong 5,584,000 - - - - 5,584,000 10 Aug 2007 10 Aug 2007 to 0.260
RER “ZTLENATA 9 Aug 2009
“22tENATRE
“EEAFNANA
1,000,000 - - - - 1,000,000 28 Feb 2008 28 Feb 2008 to 0217
ZEEN\EZR=TN\R 27 Feb 2010
“2F\F-A-TNRE
ZE-TECA-t4A
Zhang He 5.584,000 - - - - 5,584,000 10 Aug 2007 10 Aug 2007 to 0.260
Kl “ZELENATH 9 Aug 2009
“EEtE\RATHE
“ZENENANE
1,000,000 - - - - 1,000,000 28 Feb 2008 28 Feb 2008 to 0.217
“EENF-A=TNR 27 Feb 2010
“ZZ\E-A-t)\RZ
ZZ-ZE-FCf4H
Chan Yuk Tong 7,750,000 - - (3,500,000) - 4,250,000 5 Dec 2006 5 Dec 2006 to 0.100
REx ZZTET2ARE 4 Dec 2011
“Z5 F1T-RRRZ
]
26,502,000 - - (3,500,000) - 23,002,000
AR W e e AT B2 v

—E-TEERH
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26. SHARE OPTION SCHEME (continued)

26. W RERTE )

Number of share options
BREHR
Granted Reclassification Lapsed Exercised
Name or category At during during during during At Date of Exercise  Exercise
of participant 1 July 2008 the year the year the year the year 30 June 2009 grant* period price**
RZBBNE RZ2ZLE
SREBLAER th-H ERERE  FAENDE ERBEN EREE AB=TH RHEH fifes  fRE™
HK$
A
Other employee:
EfbES
In aggregate 37,343,000 - - - - 37,343,000 10 Aug 2007 10 Aug 2007 to 0.260
@3t “ZTLENATA 9 Aug 2009
“22tENATREE
“EENENANE
In aggregate 18,500,000 - - - - 18,500,000 28 Feb 2008 28 Feb 2008 to 0.217
&3t —EE\F-A=1N\A 27 Feb 2010
“ZE\E-A-t\RAZ
“2-FF-A-TtA
In aggregate 4,000,000 - - - - 4,000,000 3 Apr 2008 3 Apr 2008 to 0.255
@t “EE\ENA=H 2 Apr 2010
“22)\fMAZRZ
“E-TEMACH
59,843,000 - - - - 59,843,000
Suppliers:
R :
In aggregate 6,000,000 - - - - 6,000,000 28 Oct 2004 28 Oct 2004 to 0.355
&3t ZEEMETAZTAR 27 Oct 2009
“EEMETA-TNEE
“EENETAZTLR
6,000,000 - - - = 6,000,000
92,345,000 - - (3,500,000 - 88,845,000

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

*k

The exercise price of the share options is subject to adjustment in
the case of rights or bonus issues, or other similar changes in the
Company’s share capital.

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

VITOP BIOENERGY HOLDINGS LIMITED
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26. SHARE OPTION SCHEME (continued)

27.

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

Share options and weighted average exercise price are as follows
for the reporting periods presented:

26. W RERTE )

B BAR 7 32 A B0 18 B 57 B S LA B (B
o REBEY BRI T ETBERNE
BB R4 -

A BT 2 3R R Ak M 191718
BT :

2010 2009
—F-%% “TTAE
Weighted Weighted
average average
exercise exercise
Number price Number price
InfEF g g5
L g TEE 8 TEE
Outstanding at RntA—H
1 July EESRES 88,845,000 0.246 92,345,000 0.246
Lapsed B (88,845,000) 0.246 (8,500,000) 0.246
Outstanding at RANA=+H
30 June M ARATE - - 88,845,000 0.246

No share option is outstanding at the end of the year (2009: the
weighted average remaining contractual life is 0.39 years from
the date of annual report).

RESERVES
Group

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

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

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

RERBBETA R ATENERE (T
THE - MEFHRBENFHARTR
HEI#E10.394F) o

27. fli

L

AEERAFEMEBEFENREBRERKL
BREHHNGAMBREREITANGEE
REEHRA -

AEBERMEERIZEE  (AREHE
IO - RNBRBESEBEHERRBRMNE
B PTAIZIR AR EH e EA S ([ H
B4 - PREHBARNRAEESES
ERIMH AR B BITRAEENEZRE

AEENENFHiBIEREEMRFHEE
it REHEANRERERTENEHE -

%?i%%’i‘ﬂ’iﬁlﬁ’& )
FEEEES

=
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27. ff s o)
AL ()

27. RESERVES (continued)

Group (continued)

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

REEHEERNIIEBELENTER
5l > KRR Z2EWMBRABKREHRESRE
HEEHREN WA 10%EEERE B
EECHAREERESENEMELRN
50% - REBEEBHERPIAENE TR
B ORAEREY RERERESENRR
B8 -

Company YN/ |
Capital
Share redemption Accumulated
premium reserve losses Total
=N
B 17 %5 (B fE e & Z2REE #at
HK$’'000 HK$’000 HK$’000 HK$’'000
FET FHET FHETT FET
At 1 July 2008 RZTENF
+H—H 64,154 29 (83,090) 31,093
Issued of BT AR
share capital 11,057 - - 11,057
Loss for the year AEEEE - - (3,364) (3,364)
At 30 June 2009 N_EZNF
and 1 July 2009 ~NA=+H
;=TT NF
+HA—H 75,211 29 (36,454) 38,786
Loss for the year NEEEBE - - (6,445) (6,445)
At 30 June 2010 REZE—BF
~BE=1H 75,211 29 (42,899) 32,341

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

VITOP BIOENERGY HOLDINGS LIMITED
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28. COMMITMENTS
(A) Operating lease commitment

The Group leases certain of its offices, factory and machinery
and equipment under non-cancellable operating lease
arrangements with lease terms ranging from one to five
years. As at 30 June 2010, the total future minimum lease
payments under non-cancellable operating leases are

28. R
(A) BB &R

AEBRETAIHHEEHE LS
HEEETRFE  ITRk#ER
wt HEFPNF—=0F - K
“E-ZFRA=+TH - TAIHEE
REBEHONBNREZERS B

payable as follows: o
Group
REME
2010 2009
—¥-¥F _TTNF
HK$’000 HK$'000
THT FET
Within one year —FA 1,299 856
In the second to fifth years FE_EERF 1,909 1,675
3,208 2,531
The Company did not have any significant operating lease ¥iN

arrangements as at the end of the reporting period (2009:
Nil).

29. CONTINGENT LIABILITIES

The Company has executed a corporate guarantee amounting to
HK$2,500,000 (2009: HK$5,000,000) with respect to a bank loan
to one of its subsidiaries (note 24). Under the guarantee, the
Company would be liable to pay the bank if the bank is unable to
recover the loan. At the end of the reporting period, no provision
for the Company’s obligation under the guarantee has been made
as the directors considered that it was not probable that the
repayment of the loan would be in default.

Save as disclosed above, neither the Group nor the Company
had any significant contingent liabilities at the end of the reporting
period.

RENREHRL BEFERE
EHERB(CZTTNF  8) o

29. Bk A

RABRE—FHE R B FIERITERE
S — 1 & % 52,500,000 L (Z TN
5,000,000/ 70) K92 & R (BT aE
24) o RIBZER - WRTEZREE
Ko ARRRERBITIELER o RS
K ARAEEFRATEHREEZE
Ko EE AR RN RIE R E EED
ER] B o

R AN - MIBEHIR - NEE K
ARBLEBEABEALAEE -

KA R AT
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30. RELATED PARTY TRANSACTIONS 30. B A1 5
Save as disclosed elsewhere in these financial statements, the FRAAE ﬁﬁiﬁ%ﬁﬁﬁ‘ﬁﬁﬁﬁﬁﬂ%%% CREE
Group had the following material transactions with certain related BEETEEATETTIINERRS
parties:
(@) (@)
2010 2009
—E-ZF —EFENF
Notes HK$’000 HK$’000
B 5 FET AT
Rental expenses to NFATATHHEESRAL
— a non-controlling interest  — 722 &) fff /B8
of a subsidiary RAZ
of the Company AR (i) 579 560
Notes: B 5
() The Group’s transaction with a non-controlling interest of a (i) 7N ER (B B AR A B B A R A FEE
subsidiary of the Company was made in accordance with HQ%ﬁT&FEﬁi’%ﬁZZ%E?ﬁ?ﬁ%??
the mutually agreed terms. 10 E 1 1R
(o) Compensation of key management personnel of the Group: ) AEBETEZEEBAENFHFM :
2010 2009
—E-ZF ZETNF
HK$’000 HK$’000
FET FHET
Total remuneration of Directors FRNEERHEMES
and other members of key B ANEBNF MARRE
management during the year
— Short term employee benefits — 2 HEEREF 2,864 4,238
— Pension scheme contribution — RIS ETEI LK 36 47
2,900 4,285

VITOP BIOENERGY HOLDINGS LIMITED
Annual Report 2010
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31. CAPITAL RISK MANAGEMENT 31. & AR f 4 B

The Group’s objectives when managing capital are to provide
returns for shareholders and benefits for other stakeholders and
to maintain an optimal capital structure to reduce the cost of
capital.

The capital structure of the Group consists of debt and equity
attributable to owners of the Company, comprising issued share
capital, reserves and retained profits.

Gearing ratio

The directors review the capital structure regularly. As part of this
review, the directors consider the cost of capital and the risks
associated with each class of capital. During the year ended 30
June 2010, the Group’s strategy, which was unchanged from
previous years, was to reduce the gearing ratio. The ratio is
calculated based on total debt and shareholders equity.

The gearing ratio at the year end was as follows:

AEEEREEARZ BIRE 7%1&%?%1#\@
W REAMES A AN R R
EERRBLRMBEEARKA o

AEBZERRBEBRREBRARBEE

AR - R REE BT -
RER R o
HARE IR

EETHRHMEARE - FRAERN—
W EFEEREARAREZHEEAR
HENER RBE—FT-FTFA=T
BIEFE » NREERKR (EBEFEY
BE) RREERNBELE - éfﬁ’ﬁf
ttf)%xﬁ%',%ﬁ AR ST H

REBRNERBBLRNT

2010 2009

—E-EF ZETNF

HK$’000 HK$’'000

FHBT FHBT

Total debt YR 2,146 2,500
Shareholders’ equity % B i 47,334 64,976
Gearing ratio BAREELEE 4.53% 3.85%
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32. FINANCIAL INSTRUMENTS

(A) Categories of financial instruments

HE-T-TEXA=ALEE

-

32. & T H
(A) £ b T HE

2010 2009
—E-ZF —ETNF
HK$’000 HK$’'000
FERT T
Financial assets BKEE
Available-for-sale investments AR ERE 22,033 21,700
Financial assets designated BERBIERATE
at fair value through LAt FIl =k &5 18 21 BR /Y
profit or loss B EE 1,835 591
Trade receivables 5 rEW IR 1,082 1,593
Deposits and 51 & N H Ath E U
other receivables AR 20,574 24,818
Pledged bank deposit BEHEARITER 20 20
Cash and bank balances Be MBTTHEE 8,662 23,291
54,206 72,013
Financial liabilities HHERE
Trade payables B SR ERR 12,815 3,662
Accrued liabilities EErAERHEM
and other payables FEATBR X 11,828 9,439
Deposits received BEWET € 9,368 8,926
Obligation under finance lease MEME 2B E 122 226
Interest-bearing bank loans SFRERITER 2,146 2,500
36,279 24,753

(B) Financial risk management objectives and policies

The main risks arising from the Group’s financial instruments
are market risk (including interest rate risk, foreign exchange
risk and other price risk), credit risk and liquidity risk. The
management reviews and agrees policies for managing each
of these risks and they are summarised below.

VITOP BIOENERGY HOLDINGS LIMITED
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(B) 4w fo 4 B H AR R BUR

32. FINANCIAL INSTRUMENTS (continued)

(B) Financial risk management objectives and policies

(continued)
Market risk

The Group’s activities expose it primarily to the financial risks
of changes in foreign currency exchange rates, interest rates
and equity prices.

Market risk exposures are measured by sensitivity analysis.
There has been no change to the Group’s exposure to
market risks or the manner in which it manages and
measures the risk.

Interest rate risk management

Except as disclosed below, 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
balances and borrowings. The Group regularly seeks out
the most favourable interest rates available for its bank
balances and borrowings. Bank balances and borrowings
issued at variable rates expose the Group to cash flow
interest rate risk. Information relating to the interest rates
and terms of the Group’s bank balances and borrowings
are disclosed in Notes 21 and 24. As at 30 June 2010, if
the market interest rates had been 50 basis points higher/
lower with all other variables held constant, post-tax profit
for the year would have been HK$32,000 (2009:
HK$104,000) lower/higher, mainly as a result of higher/lower
interest income on bank balances and cash net off with
higher/lower interest expense on floating rate borrowings.

The Group has not entered into any interest rate swaps to
hedge its exposure to interest rate risks.

Foreign exchange risk management

Several subsidiaries of the Group have foreign currency sales
and purchases, which expose the Group to foreign currency
risk. The Group’s sales and purchases are denominated
primarily in Renminbi, which expose the Group to foreign
currency risk. The Group does not have any formal hedging

policy.

(&)
il 53 i, B&

AEBENES T EmERINEER -
MERBREREBMELN SR
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32. FINANCIAL INSTRUMENTS (continued) 32. it T H o)
(B) Financial risk management objectives and policies (B) 4 il i 45 B H A R BOR
(continued) (#)
Market risk (continued) ili 55 b B (4E)
Foreign exchange risk management (continued) S [ ), i PE ()
The carrying amounts of the Group’s foreign currency NEBNRE QBHUINEFENE
denominated monetary assets and monetary liabilities at the MEERERAENEREDENT

reporting date are as follows:

2010 2009
—E-ZF —ETNF
HK$’000 HK$’'000
FERT FHET
Assets BE
RMB AR 46,618 18,950
Liabilities af&
RMB AR 39,570 20,978
Sensitivity analysis on foreign currency risk management A e L e A L e R BE 43 A
The following table details the Group’s sensitivity to a 5% TR AREE AT A ABREINE
increase and decrease in the Hong Kong dollars against FHENEESRNHEREE - REAEE
the relevant foreign currencies. 5% is the sensitivity rate used FEZER A B HEINE R B TR
when reporting foreign currency risk internally to key AHNBREL R R5%  EAERE
management personnel and represents management’s FHE AR A IR IR R R E ) - 5
assessment of the reasonably possible change in foreign RRE DT BEIERRERNINEEHE
exchange rates. The sensitivity analysis includes outstanding BEIER  TEHREREBRNEH
foreign currency denominated monetary items, and adjusts EEER FENS%MAE - UE
their translation at the period end for a 5% change in foreign DM BEIMNBEREANEENE
currency rates. The sensitivity analysis includes external INETSFTENER - MEBENRA
loans as well as loans to foreign operations within the Group BUAMEH A SE AT AN EEE S
where the denomination of the loan is in a currency other B TXHHagBERNGETEE
than the currency of the lender or the borrower. A negative &M FHE 5% F 8Osk > BUEE o
number below indicates a decrease in profit where the Hong BT HAREE R ES%  mAig
Kong dollars strengthen 5% against the relevant currency. eHRERFARNSEEE M~
For a 5% weakening of the Hong Kong dollars against the T B 45 RS B IE BN -

relevant currency, there would be an equal and opposite
impact on the profit and the balances below would be
positive.
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32. FINANCIAL INSTRUMENTS (continued)

(B) Financial risk management objectives and policies
(continued)

Market risk (continued)
Foreign exchange risk management (continued)

Sensitivity analysis on foreign currency risk management

E-E-FEAASTALER

.M T H®

(B) 4w fo 4 B H AR R BUR
()

ilf 53 i Bg (48
S HEE I it 7 B (48

A1 D e A L ) SRR B 43 A ()

(continued)
2010 2009
—EB-2F —ETNF
HK$°000 HK$'000
FTHER FHET
Impact of RMB AREHZE
Profit and loss* i K & B 1E 352 101

# This is mainly attributable to the exposure outstanding on
receivables and payables denominated in RMB.

Other pricerisks

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

Other price sensitivity

The sensitivity analyses below have been determined based
on the exposure to price risks at the reporting date. If the
market price of the non-current investments has been 10%
higher/lower while all other variables were held constant,
the profit for the year ended 30 June 2010 would increase/
decrease by approximately HK$2,205,000 (2009:
HK$2,231,000) for the Group. This is mainly due to changes
in fair value of non-current investments.

#  EEREBAAREIENHARRIRKE
BRI R B R T E £ B A

% o
N

At 1 4% I B

AEERFAFRBDLRBRE MAZE
RRER -

At A A 1 K

TSR E ST IR IER e B BiFTA S
HERRRMET  MWIERSHRENTE
EFATERA0% M BT E i B M4 T
2 HE_T—ZETFA=THILFE
A5 B 8955 F #1850, R 4> 492,205,000
BIL(ZZEZAF ¢ 2,231,000870) ° I
DEBHRIERBEZEN A FELEFT
ﬁ o
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(B) 4w fo 4 B H AR R BUR

32. FINANCIAL INSTRUMENTS (continued)

(B) Financial risk management objectives and policies

(continued)
Credit risk

As at 30 June 2010, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due
to failure to discharge an obligation by the counterparties is
arising from the carrying amount of the respective
recognised financial assets as stated in the consolidated
statement of financial position.

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

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

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

Liquidity risk

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

The Group measures and monitors its liquidity through the
maintenance of prudent ratio regarding to the liquidity
structure of the overall assets, liabilities loans and
commitments as the Group. The Group also monitors and
maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operation and mitigate the effects of fluctuations in cash
flows. In addition, standby credit facilities are established
to provide contingent liquidity support.
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For the year ended 30 June 2010 HE-_Z-—ZFXA=ZTHLFE
32. FINANCIAL INSTRUMENTS (continued) 32. &R T H @
(B) Financial risk management objectives and policies (B) 4=\ b 4 B H AR S8R
(continued) (&)
Liquidity risk (continued) it ) Bf <2 b B (42)
The following table details the Group’s remaining contractual TRANAREESRTHHBEEED
maturity for its financial liabilities. The table has been drawn AHEHR - ZERTDIRBEREER
up based on the undiscounted cash flows of financial AHERKEEMBAENZTE BN
liabilities based on the earliest date on which the Group HHAEENARTREBEESRERE
can be required to pay. The table includes both interest and WEBIEFEREASHIRESRE -
principal cash flows.
The Group KLEH
Weighted Total
average undiscounted
effective Within 2to cash Carrying
interest rate 1 year 5 years flows value
mEFH AR
BRF= —FR F-2EF HERELHE HRHEE
% HK$’000 HK$°000 HK$’000 HK$’000
TR TET TER TER
At 30 June 2010 R-ZE-ZF%
~A=1H
Non-interest bearing T3t & - 24,643 - 24,643 24,643
Variable interest rate ~ WH R REH
instruments I8 3.86 468 1,800 2,268 2,094
25,111 1,800 26,911 26,737
Weighted Total
average undiscounted
effective Within 2to cash Carrying
interest rate 1 year 5 years flows value
Jilk: BB RITH
ERAE -8 EZERF RenELH FEE
% HK$’000 HK$’000 HK$'000 HK$’000
THIT TET THIT THT
At 30 June 2009 RZZZTAF
/\ H 7—|— H
Non-interest bearing %;+ =) - 13,101 - 13,101 13,101
Variable interest rate BESES 3
instruments I,E 5.1 2,579 178 2,757 2,726
15,680 178 15,858 15,827
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32. FINANCIAL INSTRUMENTS (continued)

(B) Financial risk management objectives and policies
(continued)

Fair value of financial instruments

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

)

(i

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

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

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

33. FAIRVALUE HIERARCHY

The Group uses the following hierarchy for determining and
disclosing the fair value of financial instruments:

Level 1:

Level 2:

Level 3:

Fair value measurements based on quoted prices
(unadjusted) in active markets for identical assets or
liabilities;

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

Fair value measurements based on valuation
techniques that include inputs for the asset or liability
are not based on observable markets date
(unobservable inputs)
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33. FAIR VALUE HIERARCHY (continued)

34.

35.

\¥qﬁﬁn&@“

Financial assets measured at fair value: WAFEFEZHGERE -
Level 1 Level 2 Level 3 Total
E—ER FEER F=Z4 =
HK$’000 HK$’000 HK$’000 HK$’'000
FET FET FHETT FET
Financial assets PIEE
Derivative financial PTHE
assets BE - 1,835 = 1,835
Available-for-sale Al 4
investments "EIRE
Unlisted investments  3F F & & - = 22,033 22,033
- 1,835 22,033 23,868
During the year ended 30 June 2010, there were no transfers of HE-ZTZFA=1THILFE
fair value measurements between Level 1 and Level 2. B E2TERE —SHNRE _%—?%&ZFEJL
% o
Reconciliation of Level 3 fair value measurements of financial MR EEZ2E=SH N FEFTEHE
assets:
HK$’'000
FAT
Balance at 1 July 2009 RZZEZNF+EH B8R 21,700
Addition NE 8,58
Loss recognised in statement of REE W& R EE
comprehensive income (8,000)
Balance at 30 June 2010 RZE—ZFNA=THNEH 22,033

EVENTSAFTER THE REPORTING
PERIOD

On 29 September 2010, the Company entered into the
subscription agreements with each of the subscribers respectively
in respect of the issue of the convertible notes in the aggregate
principal amount of HK$30,000,000 at a coupon rate of 3% per
annum due eighteenth (18th) calendar months after the issue date
convertible into shares at a conversion price of HK$0.25 per
conversion share.

Details of the above are set out in the company’s announcement
dated 4 October 2010.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified in order to
conform with the current year’s accounts presentation.

34. WA WIREIH

35.

RZZE-ZTFNA_+IE  ARRIEZR
u/ua%}\ 5 RIS R g&TTT#}%H RESN
1% - N&#%E/30,000,0008 T - REK
BEIE - NBITEEES T N\(18)EEA
FE R AT A B E AR KRR (70.25/8 7T
R R B
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S 28 At 22

HE-T-TEXA=ALEE

Year ended 30 June
BZEAB=1RHLEE

2010 2009 2008 2007 2006
—E-ZTF —ZTENF ZTENF ZZTETLF ZTTX
HK$°000 HK$’000 HK$’000 HK$'000 HK$’000
FHBT FHET FHET FHETT FHET
Revenue U 25 67,540 88,062 111,137 104,247 99,988
Loss before R 1S Al
income tax &8 (18,898) (6,132) (9,356) (12,047) (38,788)
Income tax expenses FrEHiAx (166) (172) 679) (174) (987)
Loss for the year KEEEE (19,064) (6,304) (10,035) (12,221) (39,775)
Attributable to: T AL RE
Owners of P NN
the Company B A (19,104) (6,440) (10,225) (12,681) (39,920)
Non-controlling interests ~ 3F#22 P& #E 5 40 136 190 460 145
(19,064) (6,304) (10,035) (12,221) (39,775)
At 30 June
RAB=+H
2010 2009 2008 2007 2006
B2 —E22NF ZE2EENF —Z2TEF —ZE2LTRF
HK$°000 HK$’000 HK$’000 HK$’000 HK$’000
FHERT FHET FHET FHET FHET
Assets and liabilities BENAE
Total assets BEMAE 85,888 92,834 84,102 75,357 85,598
Total liabilities BEBE (36,279) (25,623) (26,292) (31,413) (32,559)
Non-controlling interests ~ 3F#% f& #E 5 (2,275) (2,235) (2,099) (1,909) (1,790)
Equity attributable ViN/NCIEZ RN
to owners of FEAGHE =
the Company 47,334 64,976 55,711 42,035 51,249
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