APPENDIX | ACCOUNTANT'S REPORT

The following is the text of a report received from the Company’s reporting accountant,
PricewaterbouseCoopers, Certified Public Accountants, Hong Kong, for the purpose of incorporation in
this prospectus. It is prepared and addressed to the Directors of the Company and to the Joint Sponsors
pursuant to the requirements of Auditing Guideline 3.340 “Prospectuses and the Reporting Accountant™
issued by the Hong Kong Institute of Certified Public Accountants.

PRCEVWATERHOUSE(QOPERS

ﬁﬁ:—ﬁki}(ﬁ@ﬁ'}‘ﬁﬂi $%%ﬁﬁ PricewaterhouseCoopers

22/F Prince's Building
Central, Hong Kong

March 19, 2010

The Board of Directors
Fook Woo Group Holdings Limited

UBS AG, Hong Kong Branch
ABN AMRO Bank N.V., Hong Kong Branch, to be renamed
The Royal Bank of Scotland N.V., Hong Kong Branch in due course

Dear Sirs,

We set out below our report on the financial information (the “Financial Information”) of Fook Woo
Group Holdings Limited (the “Company”) and its subsidiaries (together, the “Group”) set out in
Sections I to III below, for inclusion in the prospectus of the Company dated March 19, 2010 (the
“Prospectus”) in connection with the initial listing of shares of the Company on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The Financial Information comprises the
combined balance sheets of the Group as of March 31, 2007, 2008 and 2009 and September 30, 2009,
and the combined income statements, the combined statements of comprehensive income, the combined
statements of changes in equity and the combined statements of cash flows for each of the years ended
March 31, 2007, 2008 and 2009 and the six months ended September 30, 2008 and 2009 (the “Relevant
Periods”), and a summary of significant accounting policies and other explanatory notes.

The Company was incorporated in the Cayman Islands on November 11, 2009 as an exempted company
with limited liability under Companies Law, Cap 22 (Law 3 of 1961, as consolidated and revised) of the
Cayman Islands. Pursuant to a group reorganization as described in Note 1 of Section II headed “Group
reorganization and basis of presentation” below, which was completed on February 21, 2010, the
Company became the holding company of the subsidiaries now comprising the Group (the
“Reorganization”).

As of the date of this report, the Company has direct and indirect interests in the subsidiaries as set out in
Note 1 of Section II below. All of these companies are private companies or, if incorporated or
established outside Hong Kong, have substantially the same characteristics as a private company.
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No audited financial statements have been prepared by the Company as it is newly incorporated and has
not involved in any significant business transactions since its date of incorporation other than the
Reorganization. The financial statements of the principal subsidiaries of the Group that are subject to
statutory audit were audited by independent auditors and the names of the statutory auditors of these
companies are set out in Note 1 of Section II below.

For the purpose of this report, the directors of the Company have prepared the combined financial
statements of the Group for the Relevant Periods in accordance with International Financial Reporting
Standards (“IFRSs”) issued by the International Accounting Standards Board (the “IFRS Financial
Statements”). We have audited the IFRS Financial Statements for each of the years ended March 31,
2007, 2008 and 2009 and the six months ended September 30, 2009 in accordance with International
Standards on Auditing issued by the International Auditing and Assurance Standards Board.

The Financial Information has been prepared based on the IFRS Financial Statements with no adjustment
made thereon and on the basis set out in Note 1 of Section II below.

Directors’ responsibility

The directors of the Company are responsible for the preparation and the true and fair presentation of
the IFRS Financial Statements in accordance with IFRSs.

For the financial information for each of the years ended March 31, 2007, 2008 and 2009 and the six
months ended September 30, 2009, the directors of the Company are responsible for the preparation and
the true and fair presentation of the financial information in accordance with IFRSs. This responsibility
includes designing, implementing and maintaining internal control relevant to the preparation and the
true and fair presentation of the financial information 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.

For the financial information for the six months ended September 30, 2008, the directors of the
Company are responsible for the preparation and the presentation of the financial information in
accordance with the basis of presentation set out in Note 1 of Section II below and the accounting
policies set out in Note 2 of Section II below which are in conformity with IFRSs.

Reporting accountant’s responsibility

For the financial information for each of the years ended March 31, 2007, 2008 and 2009 and the six
months ended September 30, 2009, our responsibility is to express an opinion on the financial
information based on our examination and to report our opinion to you. We examined the IFRS
Financial Statements used in preparing the financial information and carried out such additional
procedures as we considered necessary in accordance with the Auditing Guideline 3.340 “Prospectuses
and the Reporting Accountant” issued by the Hong Kong Institute of Certified Public Accountants.

For the financial information for the six months ended September 30, 2008, our responsibility is to
express a conclusion on the financial information based on our review and to report our conclusion to
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you. We conducted our review in accordance with International Standard on Review Engagements 2410
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A
review of the financial information consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Opinion and review conclusion

In our opinion, the financial information for each of the years ended March 31, 2007, 2008 and 2009
and the six months ended September 30, 2009, for the purpose of this report and presented on the basis
set out in Note 1 of Section II below, gives a true and fair view of the combined state of affairs of the
Group as of March 31, 2007, 2008 and 2009 and September 30, 2009, and of the Group’s combined
results and cash flows for the respective years and period then ended.

Based on our review, which does not constitute an audit, nothing has come to our attention that causes
us to believe that the financial information for the six months ended September 30, 2008, for the purpose
of this report and presented on the basis set out in Note 1 of Section II below, is not prepared, in all
material respects, in accordance with the accounting policies set out in Note 2 to Section II below which
are in conformity with IFRSs.
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I FINANCIAL INFORMATION

The following is the Financial Information of the Group as of March 31, 2007, 2008 and 2009 and
September 30, 2009 and for each of the years ended March 31, 2007, 2008 and 2009 and the six months
ended September 30, 2009, presented on the basis set out in Note 1 below:

COMBINED BALANCE SHEETS

As of
As of March 31, September 30,
Notes 2007 2008 2009 2009
HK$'000 HK$'000 HK$'000 HK$'000
ASSETS
Non-current assets
Property, plant and equipment.........ccccveeeevveeennns 15 186,730 256,480 420,498 860,220
Land use rights......coocveevierrieniiinnieinieeieeee e, 16 19,279 20,739 20,498 20,492
Prepayments....ccoceeeeeeeeeeiieiieceeeeeeeeee e 20 1,486 153,309 326,825 23,735
Deferred income tax assetS....coueeeeeerirveeeeeeeenvnnnnn. 17 — — 38 —
Total NON-CUTTreNnt asSetS.....cccvvereeeeecrrereeeeenreennn. 207,495 430,528 767,859 904,447
Current assets
INVENTOTIES «uvveeevrieeeiieeeeiieeeereeeeeireeeevreeeereeeeaens 18 74,181 49,137 59,249 56,240
Trade and bills receivables ...........cccoeeeveevuunvnnnnn. 19 190,474 219,634 178,105 241,795
Prepayments, deposits and other receivables ....... 20 41,031 61,329 84,058 67,217
Amounts due from related companies.................. 33(b) 8,889 9,081 29,637 28,355
Tax recoverable ......ccvvieiieiiiiiiiiiiieee e, 412 960 — —
Cash and cash equivalents........cccceeveueeeeiieeennneenn. 21 38,524 176,987 52,721 66,305
Restricted bank deposits ......oeevereieerieeencieeniieenne. 21 — — — 9,294
Total CUTENt ASSELS .uvvvreeeeeiirreeeeeeeirrreeeeeeirreeeeens 353,511 517,128 403,770 469,206
Total ASSEtS...cuvvieeevieeeeiieeeiee et e 561,006 947,656 1,171,629 1,373,653
EQUITY
Capital and reserves attributable to equity
holders of the Company
Capital FESEIrVE .uvveuriieeieeeeiieeeeieeerireeeniee e e 25 2,510 2,510 (2,274) (9,425)
RESEIVES .eieiiiiiieeeeeecee e 271,627 558,350 735,918 851,995
Total EQUILY couveeevreereeeieecreeere e e ve e 274,137 560,860 733,644 842,570
LIABILITIES
Non-current liabilities
Long-term bOIrrOwWings .......cceeeeeveeenseveeeninneesnnnnes 22 — 53,333 40,449 109,091
Deferred income tax liabilities........cccocveeeeeennnneen.. 17 324 375 — 293
Total non-current liabilities........cccovuvereeeecnneenenn. 324 53,708 40,449 109,384
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COMBINED BALANCE SHEETS (CONTINUED)

Current liabilities

Trade and other payables........ccccoueeeeiieeeniennns
Short-term bank borrowings ........cceceeeverrveenne.
Current portion of long-term borrowings..........
Amounts due to related companies....................
Amount due to a Director ......cecerveeeeeneeseennuenns
Current income tax liabilities ......cccceeeveeerveennnns

Total current liabilities.....ccccevveeeeeeciiiieeeeennneen.
Total liabilities...........coeeeeeiiiiiieeeeeiiiieee e,
Total equity and liabilities ........ccccceeveerieenneens
Net CUrrent assets......coeeeeeeeeeererereueriinisereeeereeeenns

Total assets less current liabilities .....................

— 15—

As of
As of March 31, September 30,
Notes 2007 2008 2009 2009
HK$'000  HK$'000 HKS$'000 HK$'000
. 24 87,060 107,699 106,333 123,486
. 23 9,687 86,106 160,683 172,629
. 22 — 13,333 13,483 13,636
.. 33(b) 360 1,563 1,568 —
.. 33(b) 189,438 114,909 107,337 101,311
— 9,478 8,132 10,637
286,545 333,088 397,536 421,699
286,869 386,796 437,985 531,083
561,006 947,656 1,171,629 1,373,653
66,966 184,040 6,234 47,507
274,461 614,568 774,093 951,954
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COMBINED INCOME STATEMENTS

Six months ended

Year ended March 31, September 30,
Notes 2007 2008 2009 2008 2009
(Unaudited)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

ReEVENUE ..ovuviiiiieeiieeieeeiteeeeee e 5 957,557 1,178,945 1,098,549 643,332 554,861
Cost of sales...ccceevuervienieneenenienienne 8 (626,965) (785,028) (715,462) (433,288) (353,519)
Gross Profit .c.eeceeeeeneeseeseenseeneenenne 330,592 393,917 383,087 210,044 201,342
Other INCOME ....vevveurieeeiieeeeieeeeieeenns 6 1,968 4,079 3,324 2,030 1,514
Other gain/(loss), net.....ccceeeuveeenneen. 7 1,517 (7,404)  (10,132) (3,100) (1,902)
Administrative eXpenses.........eceeven. 8 (79,671)  (97,882) (116,199) (57,019) (52,544)
Selling eXpenses.....cueeeeeveeerreveeensueeenns 8 (36,423)  (46,977)  (50,564) (29,010) (18,698)
Operating profit........ccecceeerecreeenseeens 217,983 245,733 209,516 122,945 129,712
Finance income .....cccceeeeeeeeeeeeeeeeennnnes 9 180 6,150 1,927 2,214 774
FInance Costs....ocveernuieennueeenneeeennnne 9 (1,477) (1,166)  (11,116) (4,893) (5,597)
Profit before income taxX.......cceeveenee. 216,686 250,717 200,327 120,266 124,889
Income tax eXpense......coeeeeeeeeeeeeennnn. 10 (1,745) (9,873) (27,737)  (17,034) (17,708)
Profit for the year/period attributable

to equity holders of the

COMPANY...eveeereieeriieeenieeenieeeeanes 214,941 240,844 172,590 103,232 107,181
Earnings per share for profit

attributable to equity holders ........ 12 N/A N/A N/A N/A N/A
Dividends.....cocueeeeeeeiiiieeeeeecrireeeeens 11 8,600 — — — —
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COMBINED STATEMENTS OF COMPREHENSIVE INCOME

Six months ended

Year ended March 31, September 30,
2007 2008 2009 2008 2009
(Unaudited)
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000

Profit for the year/period .......cccceevevveeecieeenrreennnen. 214,941 240,844 172,590 103,232 107,181
Other comprehensive income:
Exchange translation differences......c.ccccevvvveveennen. 9,370 45,879 4,978 16,825 8,896
Total other comprehensive income for the year/

period, Net Of taAX cocvvveerciereeciieeeiieeeeieeesree e 9,370 45,879 4,978 16,825 8,896
Total comprehensive income for the year/period

attributable to equity holders of the

COMPANY vttt ettt neeeneeeas 224,311 286,723 177,568 120,057 116,077

— 17—



APPENDIX |

ACCOUNTANT'S REPORT

COMBINED STATEMENTS OF CHANGES IN EQUITY

Balance as of April 1, 2006.........ccccveeevveereennnn.

Profit for the year ....cccceveeceeeeiiieeeciee e
Other comprehensive income:

Currency translation differences .........cccoueenneee.

Total comprehensive income for the year

ended March 31, 2007 .....cooovvvevvnnrrnnrrennnnnnn.
Transfer to Statutory reserve .....ooeerververeeenenne
Dividend declared........coevveevieriiiiiiiniieniennee, 11

Balance as of March 31, 2007 .........covveeeeeenn...
Balance as of April 1, 2007 ......ccccecveeveennrennen.

Profit for the year .....ccceeeevveeeiieeeeciee e
Other comprehensive income:

Currency translation differences .........cc.ccn.....

Total comprehensive income for the year
ended March 31, 2008 .....ceeveeeevivrereeeeennnen.
Transfer to Statutory reserve .......eevereereeeuenne

Capital Statutory Exchange Retained
Note reserve reserve reserve earnings Total
(Note 26) (Note 26)

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

2,510 — 1,343 54,573 58,426
— — — 214,941 214,941
— — 9,370 — 9,370
— — 9,370 214,941 224,311
— 19,971 —  (19,971) —
— — — (8,600) (8,600)

2,510 19,971 10,713 240,943 274,137

2,510 19,971 10,713 240,943 274,137
— — — 240,844 240,844
— — 45,879 — 45,879
— — 45,879 240,844 286,723
— 23,352 —  (23,352) —

2,510 43,323 56,592 458,435 560,860

Balance as of March 31,2008 ..........cccoeeveennen.
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COMBINED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

Balance as of April 1, 2008.........cccceeeveerrrennnen.

Profit for the year .....ccceeeecieeeiiieeeciee e
Other comprehensive income:

Currency translation differences .........cccoueenee.

Total comprehensive income for the year

ended March 31,2009 ......ccooevvvvurrrrrvrnnnnnnnn.

Costs incurred for proposed issuance of new

SNATES e
Transfer to Statutory reServe .....ooeerververreervenne.

Balance as of March 31, 2009 ..........ccoeeeeeenn..

Balance as of April 1, 2009.........ccccveveevveennneen.
Profit for the period.......cccevueeeevieeeciiieeiieeees

Other comprehensive income:

Currency translation differences .......cccccevuee.e.

Total comprehensive income for the six

months ended September 30, 2009...............

Costs incurred for proposed issuance of new

Balance as of September 30, 2009 ...................

For the six months ended September 30, 2008
(Unaudited)

Balance as of April 1, 2008.........cccceeeveerrrennnen.
Profit for the period......ccceeevveieiiieeeieeeiiieeens

Other comprehensive income:

Currency translation differences ..........ccoueeeeee.

Total comprehensive income for the six

months ended September 30, 2008...............
Balance as of September 30, 2008 ...................

Capital Statutory Exchange Retained
Note reserve reserve reserve earnings Total
(Note 26) (Note 26)
HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
2,510 43,323 56,592 458,435 560,860
— — — 172,590 172,590
— — 4,978 — 4,978
— — 4,978 172,590 177,568
(4,784) — — —_ (4,784)
— 6,677 — (6,677) —
(2,274) 50,000 61,570 624,348 733,644
(2,274) 50,000 61,570 624,348 733,644
— — — 107,181 107,181
— — 8,896 — 8,896
— — 8,896 107,181 116,077
(7,151) — — — (7,151
(9,425) 50,000 70,466 731,529 842,570
2,510 43,323 56,592 458,435 560,860
— — — 103,232 103,232
— — 16,825 — 16,825
— — 16,825 103,232 120,057
2,510 43,323 73,417 561,667 680,917
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FOOK WOO GROUP HOLDINGS LIMITED
COMBINED CASH FLOW STATEMENTS

Six months ended

Year ended March 31, September 30,
Note 2007 2008 2009 2008 2009
(Unaudited)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Cash flows from operating activities
Cash generated from operations.............. 27 54,908 215,525 229,399 73,518 118,191
Interest paid....cccveeeevveeeniieeerieeeiee e (48) (556) (15) (454) (1,563)
Income tax paid ....cccceeeecrveeecieeeniieeennen. (2,811) (2,120) (29,495) (16,915)  (14,958)
Income tax refunded .......ccecveevvernieennnnnns 93 728 832 280 —
Net cash generated from operating

ACTIVILICS tevvvrvvrennnnnnareerereereeeerensennnnnnnnns 52,142 213,577 200,721 56,429 101,670
Cash flows from investing activities
Proceeds from disposal of property,

plant and equipment........ccccceeveeenneenn. 25 473 4,214 4,212 1,615
Purchase of property, plant and

CQUIPIMENT tereereieeeeieiiiieeereeeeeeeeeeeeaanns (11,968) (78,712) (160,692) (114,171) (120,599)
Prepayments for purchase of property,

plant and equipment........ccceeevuveeeruneenn. — (146,560) (217,574) (62,159) (32,274)
Interest received ..ooovuvveveveeeeeeeeeeeeeeiieeennns 180 669 1,276 887 97
Net cash used in investing activities ........ (11,763) (224,130) (372,776) (171,231) (151,161)
Cash flows from financing activities
Proceeds from bank borrowings.............. — 139,342 103,636 90,044 77,476
Repayments of bank borrowings............. (21,000) —  (33,636) — —
Dividends paid.....ccccceeveviveeecieeeniieeenen. (8,600) — — — —
Interest paid on bank borrowings............ (1,429) (610) (11,101) (4,439) (4,035)
Increase in restricted bank deposits.......... — — — — (9,294)
Costs incurred for proposed issuance of

NEW Shares.....coovveeeecciieeeeeeccieeee e — — (4,784) — (3,651)
Net cash (used in)/generated from

financing aCtivities....ocvereveerverrveerueenns (31,029) 138,732 54,115 85,605 60,496
Net increase/(decrease) in cash and cash

equivalents ........ccceeecveeiniiieeeniieeeieenne 9,350 128,179 (117,940) (29,197) 11,005
Cash and cash equivalents net of bank

overdrafts at the beginning of the year/

o1 5 T Tc FUU USSR 18,224 28,837 165,512 165,512 50,348
Exchange gain on cash and cash

EqUIVALENTS .evvveerieiieeiieeie e 1,263 8,496 2,776 439 253
Cash and cash equivalents net of bank

overdrafts at the end of the year/

Period.....uiiiiiieeiie e 21 28,837 165,512 50,348 136,754 61,606
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II.  NOTES TO THE COMBINED FINANCIAL INFORMATION
1 Group reorganization and basis of presentation
(@) General information

Fook Woo Group Holdings Limited (the “Company”) was incorporated and registered as an exempted
company with limited liability in the Cayman Islands on November 11, 2009 under the Companies Law,
Cap. 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands and is the holding company
of its subsidiaries (together, the “Group”). During the Relevant Periods, the subsidiaries of the Group are
principally engaged in the trading and manufacturing of tissue paper products and recycled greyboard,
trading of recovered paper and provision of confidential materials destruction services.

As the Company was not incorporated prior to September 30, 2009 and hence no Company balance
sheet has been presented for the purpose of the Financial Information. As of September 30, 2009, the
Company had not been incorporated and, accordingly, it had no assets, liabilities or distributable
reserves as of that date.

(b) Reorganization

Mr. Leung Kai Kuen and Ms. Tam Ming Luen (hereinafter referred to as the “Founders™) established
various companies in Hong Kong and the People’s Republic of China (“PRC”) principally engaging in
the trading and manufacturing of tissue paper products and recycled greyboard, trading of recovered
paper and provision of confidential materials destruction services. In preparation for the listing of its
shares on the Stock Exchange, the Company underwent the Reorganization to acquire all the subsidiaries
carrying on the business of trading and manufacturing of tissue paper products and recycled greyboard,
trading of recovered paper and provision of confidential materials destruction services (the “Core
Business Entities”) from the Founders and to dispose of certain group companies which are inactive or
carry on other businesses (the “Non-core Business Entities”). The Reorganization principally involved:

(a) the incorporation of Fook Woo International Limited (“FW Int”), a limited liability company
incorporated in the British Virgin Islands (the “BVI”) on March 16, 2007, by the Founders;

(b) the incorporation of various intermediate holding companies in the BVI (the “BVI Intermediate
Holding Companies”) by FW Int on March 23, 2009, which are established to act as the immediate
holding companies of the Core Business Entities;

(c) the transfers of the equity interests in the Core Business Entities from the Founders to the BVI
Intermediate Holding Companies at a consideration which is determined with reference to the net
asset value of the Core Business Entities as of the date of the respective acquisitions by their
existing immediate holding companies by way of the issuance of shares by FW Int to the Founders;

(d) the disposals of the equity interests in the Non-core Business Entities by the Founders on August 3,
2009. The Non-core Business Entities consist of 100% equity interest in Hoi On Confidential
Waste Management Limited, an inactive company which is disposed to one of the Founders of the
Group, and 24% equity interest in Takco Limited, a company that is principally engaged in the
provision of management services which is disposed to an independent third party. The Non-core
Business Entities do not have a material effect on the Group’s combined financial position or
operating results throughout the Relevant Periods;
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the incorporation of the Company on November 11, 2009;

the shareholder’s loan payable of HK$100,000,000 owed by Golddoor Company Limited to
Mr. Leung Kai Kuen was transferred from Golddoor to the Company. Subsequently, this
shareholder’s loan payable was capitalized by the Company by the issuance of 1,125 shares on
February 21, 2010;

in consideration of shares issued by the Company to the Founders, the entire equity interest in FW
Int was transferred to the Company by the Founders on February 21, 2010. Thereafter, the
Company became the holding company of the Core Business Entities; and

Fook Woo Paper Company Limited, a company that is wholly owned by the Founders with 90%
equity interest in Fook Woo Waste Paper Company Limited prior to the Reorganization and
principally engaged in investment property holding, is excluded from the Financial Information on
the basis that it carries on other businesses which are not similar to those of the companies now
comprising the Group and that it has separate management.

Upon the completion of the Reorganization and as of the date of this report, the Company had direct

and indirect interests in the following subsidiaries:

Place and
date of Particulars of Effective Principal activities
incorporation/ issued paid-in interest and place of
Name establishment capital held operation Note
Directly held:
Fook Woo International
Limited ...ooovvvvveeeiienneeeeeeeennen. The BVI/  Ordinary US$50,030 100%  Investment (1)
March 16, holding /
2007 Hong Kong
Indirectly held:
Fook Woo Wastepaper (BVI)
Company Limited ........c..c....... The BVI/  Ordinary US$ 1 100%  Investment (1)
March 23, holding /
2009 Hong Kong
Fook Woo Assorted Paper (BVI)
Company Limited ........c.ce..... The BVI/  Ordinary US$ 1 100%  Investment (1)
March 23, holding /
2009 Hong Kong
Fook Woo Environmental
Technologies (BVI) Company
Limited ..cooovvveeeiieeiveeeeeeeeeee. The BVI/  Ordinary US$ 1 100%  Investment (1)
March 23, holding /
2009 Hong Kong
Fook Woo Paper (BVI)
Company Limited ................... The BVI/  Ordinary US$ 1 100%  Investment (1)
March 23, holding /
2009 Hong Kong
Fook Woo CMDS (BVI)
Company Limited ................... The BVI/  Ordinary US$ 1 100%  Investment (1)
March 23, holding /
2009 Hong Kong
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Place and
date of Particulars of Effective Principal activities
incorporation/ issued paid-in interest and place of
Name establishment capital held operation Note
Indirectly held:
Fook Woo Waste Paper
Company Limited........... Hong Kong / HK$ 1,000,000 100% Sales of recovered (ii)
September 28, paper /Hong Kong
1993
Fook Woo Assorted Paper
Company Limited........... Hong Kong / HK$ 1,000,000 100% Sales of tissue (ii)
December 15, paper products and
1997 recycled greyboard /
Hong Kong
Confidential Materials
Destruction Service
Limited...uvveeeeeeeeeeeeeeeeenn. Hong Kong / HKS$ 10,000 100% Provision of (1if)
June 22, 1979 confidential
materials
destruction service
/
Hong Kong
Fook Woo Environmental
Technologies Limited...... Hong Kong / HK$ 1,000,000 100% Procurement of (ii)
December 13, waste paper /
2002 Hong Kong
Golddoor Company
Limited...coeveveerrierieennen. Hong Kong / HK$ 500,000 100% Investment holding  (ii)
April 29, 1981 / Hong Kong
SO AR AN AR SEA PR
(Huizhou Fook Woo
Paper Company
Limited*) (“FWHZ”) ..... PRC/ HK$74,702,492 100% Manufacturing and  (iv)
March 26, 1996 sales of tissue

paper products and
recycled greyboard
and sales of
recovered paper/
PRC
HNARFIAREA R A A

(Huizhou Fook Woo

Paper (HK) Company

Limited*).ueeveverrreieennnen. Hong Kong / HK$ 1 100% Inactive (v)

December 4, 2007

#  The company is a wholly foreign-owned enterprise.

(i) No audited financial statements have been prepared as these companies are incorporated in jurisdictions which do not have any
statutory audit requirements.

(i) The statutory financial statements of these subsidiaries for the years ended March 31, 2007, 2008 and 2009 were prepared in
accordance with Hong Kong Financial Reporting Standards and audited by PricewaterhouseCoopers.

(iii) The statutory financial statements of this subsidiary for the period from January 1, 2007 to March 31, 2008 (due to change in
financial year end from December 31 to March 31) and for year ended March 31, 2009 were prepared in accordance with
Hong Kong Financial Reporting Standards and audited by PricewaterhouseCoopers.
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(iv) The statutory financial statements of this subsidiary for each of the years ended December 31, 2007, 2008 and 2009 were
audited by BRI U w1 i s 35 (Shenzhen Jiu Long Chen Certified Public Accountants Co., Ltd.). All these audited
financial statements were prepared in accordance with the relevant accounting principles and financial regulations applicable to
enterprises in the PRC.

(v) The statutory financial statements of this subsidiary for the period from December 4, 2007 (date of incorporation) to
March 31, 2009 were prepared in accordance with Hong Kong Financial Reporting Standards and audited by
PricewaterhouseCoopers.

The English names of certain subsidiaries and an auditor represented the best effort by management of the Company in
translating their Chinese names as they do not have official English names.

(c) Basis of presentation

For the purpose of this report, the Financial Information is prepared on a combined basis as prescribed
by the Auditing Guideline 3.340 “Prospectuses and the Reporting Accountant” issued by the Hong Kong
Institute of Certified Public Accountants. The Financial Information includes the combined financial
position, results and cash flows of the companies now comprising the Group (including the Non-core
Business Entities as defined in Note 1(b) above up to the date of disposal) as if the existing group
structure had been in existence throughout the Relevant Periods or since the respective dates of
incorporation/establishment or since the date when the combining entities first came under common
control, whichever is the later.

All significant intra-group transactions and balances have been eliminated on combination.

2 Summary of significant accounting policies

The Financial Information has been prepared in accordance with International Financial Reporting
Standards (“IFRSs”), under the historical cost convention.

The principal accounting policies applied in the preparation of the Financial Information are set out
below. These policies have been consistently applied during the Relevant Periods, unless otherwise stated.

The preparation of the Financial Information in conformity with IFRSs requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of applying the
Group’s accounting policies. The areas involving a higher degree of judgment or complexity, or areas
where assumptions and estimates are significant to the Financial Information, are disclosed in Note 4
below.

Standards, amendments and interpretations to existing standards that are not yet effective and have not
been early adopted by the Group

The following new/revised standards, amendments and interpretations to existing standards have been
published but are not yet effective for the period ended September 30, 2009 and which the Group has
not early adopted:

IAS 24 (Revised) ... Related Party Disclosures (effective for annual periods beginning on or after
January 1, 2011)
IAS 27 (Revised) c..vvee.... Consolidated and Separate Financial Statements (effective for annual

periods beginning on or after July 1, 2009)

IAS 32 (Amendment) ........ Financial Instruments: Presentation on Classification of Rights Issue
(effective for annual periods beginning on or after February 1, 2010)

IAS 39 (Amendment) ........ Financial Instruments: Recognition and Measurement (effective for annual
periods beginning on or after July 1, 2009)
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IFRS 1 (Revised) ...cceuvennee First-time Adoption of IFRS (effective for annual periods beginning on or
after July 1, 2009)

IFRS 1 (Amendment) ........ Additional Exemptions for First-time Adopters (effective for annual periods
beginning on or after January 1, 2010)

IFRS 2 (Amendment) ........ Share based payments — Group Cash-settled Share-based Payment
Transactions (effective for annual periods beginning on or after January 1,
2010)

IFRS 3 (Revised) ...eevnennee. Business Combinations (effective for annual periods beginning on or after
July 1, 2009)

TIFRS 9 v Financial Instruments (effective for annual periods beginning on or after
January 1, 2013)

IFRIC 14 (Amendment) .... Prepayment of a Minimum Funding Requirement (effective for annual
periods beginning on or after January 1, 2011)

IFRIC 17 weeerieeeiieeeiieens Distributions of Non-cash Assets to Owners (effective for annual periods
beginning on or after July 1, 2009)

IFRIC 18 ceoeveieiieeeiieene Transfers of Assets from Customers (effective for annual periods beginning
on or after July 1, 2009)

131 24 (O B Extinguishing Financial Liabilities with Equity Instruments (effective for

annual periods beginning on or after July 1, 2010)

Improvements to IFRS — Amendments to:

TAS T i, Presentation of Financial Statements (effective for annual periods beginning
on or after January 1, 2010)

TAS 7 oot Statement of Cash Flows (effective for annual periods beginning on or after
January 1, 2010)

TAS 17 e Leases (effective for annual periods beginning on or after January 1, 2010)

TAS 18 e Revenue (effective for annual periods beginning on or after January 1,
2010)

TAS 36 oo, Impairment of Assets (effective for annual periods beginning on or after
January 1,2010)

TAS 38 et Intangible Assets (effective for annual periods beginning on or after
July 1, 2009)

TAS 39 o Financial Instruments: Recognition and Measurement (effective for annual

periods beginning on or after January 1, 2010)

TFRS 2 i, Share-based Payment (effective for annual periods beginning on or after
July 1, 2009)
IFRS 5 i Non-current Assets Held for Sale and Discontinued Operations (First and

second amendments to be effective for annual periods beginning on or after
July 1, 2009 and January 1, 2010, respectively)

IFRIC 9 and IFRS 3
(Revised) ...coovveeevnnnnnnnnns Reassessment of Embedded Derivatives (effective for annual periods
beginning on or after July 1, 2009)

IFRIC 16 coovvveeeveeeieeenns Hedges of a Net Investment in a Foreign Operation (effective for annual
periods beginning on or after July 1, 2009)
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The Group has already commenced an assessment of the impact of these new IFRSs but is not yet in a
position to state whether these new IFRSs would have a significant impact to its results of operations and
financial position.

Amendment early adopted by the Group

The Group early adopted the Improvement to IFRSs 2009 — Amendment to IFRS 8 Operating Segments
(effective for annual periods beginning on or after January 1, 2010). The revised standard requires that
measure of segment assets should only be disclosed when such information is regularly provided to the
chief operating decision maker.

2.1 Consolidation

The Financial Information includes the financial statements of the Company and all of its subsidiaries.

(i)  Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the Group has the power to
govern the financial and operating policies generally accompanying a shareholding of more than one half
of the voting rights. The existence and effect of potential voting rights that are currently exercisable or
convertible 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
de-consolidated from the date that control ceases.

(ii)  Business combination under common control

The Financial Information incorporates the financial statements of the combining entities or businesses in
which the common control combination occurs as if they had been combined from the date when the
combining entities or businesses first came under the control of the controlling party.

The net assets of the combining entities or businesses are consolidated using the existing book values as
per the financial statements of the companies now comprising the Group. No amount is recognized in
respect of goodwill or excess of acquirer’s interest in the net fair value of acquiree’s identifiable assets,
liabilities and contingent liabilities over the cost at the time of common control combination, to the
extent of the continuation of the controlling party’s interest. All differences between the cost of
acquisition and the amount at which the assets and liabilities are recorded have been recognized directly
in equity as part of reserve.

The combined income statement includes the results of each of the combining entities or businesses from
the earliest date presented or since the date when combining entities or businesses first came under
common control, where this is a shorter period, regardless of the date of the common control
combination.

The comparative amounts in the Financial Information are presented as if the entities and businesses had
been combined at the earliest balance sheet date presented or when they first came under common
control, whichever is the later.
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Inter-company transactions, balances and unrealized gains on transactions between group companies are
eliminated. Unrealized losses are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by the Group.

Where the companies comprising the Group have financial year ends other than March 31, their
financial statements for years ended March 31 are used for the purpose of preparation of the Group’s
combined financial statements.

2.2 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision maker, which is the Board of Directors of the companies now comprising the Group.
The chief operating decision maker is responsible for making strategic decisions, allocating resources and
assessing performance of the operating segments.

2.3 Foreign currency translation
(i)  Functional and presentation currency

Items included in the financial statements of each of the companies now comprising the Group are
measured using the currency of the primary economic environment in which the company operates (the
“functional currency”). The Financial Information is presented in Hong Kong dollars (“HKS$”), which is
the Company’s presentation currency. The functional currency of the Company is Renminbi (“RMB”).
The directors of the Company are of the view that HK$ is more relevant to the shareholders of the
Company, and as such have chosen HK$ as the presentation currency of the Company.

(ii) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognized in the combined income statements.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented
in the combined income statements within finance income or costs. All other foreign exchange gains and
losses are presented in the combined income statements within other gain/(loss) — net.

(iii) Group companies

The results and financial position of all the companies now comprising the Group (none of which has the
currency of a hyperinflationary economy) that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:

— assets and liabilities for each balance sheet of the companies now comprising the Group are
translated at the closing rate at the date of that balance sheet;

— income and expenses for each income statement of the companies now comprising the Group are
translated at average exchange rates (unless this average is not a reasonable approximation of the
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cumulative effect of the rates prevailing on the transaction dates, in which case income and
expenses are translated at the dates of the transactions); and

—  all resulting exchange differences are recognized in other comprehensive income.

On consolidation, exchange differences arising from the translation of the net investment in foreign
operations, and of borrowings are recognized in other comprehensive income. When a foreign operation
is partially disposed of or sold, exchange differences that were recorded in other comprehensive income
are recognized in the combined income statements as part of the gain or loss on sale.

2.4 Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and impairment
losses. Historical cost includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognized 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 repairs and maintenance are
charged to the combined income statements during the financial period in which they are incurred.

Depreciation of property, plant and equipment is calculated using the straight-line method to allocate
their costs to their residual values over their estimated useful lives, as follows:

Buildings.....eeeveeeieenieeieeieeeeeeee e 4.5%

Leasehold improvements.........ccceecveeeverneesieeensueennnenn 20% or unexpired lease term, whichever is shorter
Plant and machinery ........ccccevvcvieeecieeinciieeenieeeeeeene 9% —30%

Furniture, fixtures and equipment..........ccecceeeveeennen. 18% — 30%

Motor VEhicles.....evuerienieniinieieeieeieeicreeeee e 18% - 30%

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

All asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and
are recognized in other gains/(losses) in the combined income statements.

Construction in progress is stated at historical cost less impairment losses. Historical cost includes
expenditure that is directly attributable to the construction and comprises construction costs and
applicable borrowing costs incurred during the construction period. On completion, the construction in
progress is transferred to other categories within property, plant and equipment.

No depreciation is provided for construction in progress. The carrying amount of construction in
progress is written down immediately to its recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount (Note 2.6).
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2.5 Land use rights

Land use rights are up-front payments to acquire long-term interest in leasehold land, which are stated at
cost less accumulated amortization and accumulated impairment losses. Cost represents consideration
paid for the rights to use the land from the date when the respective rights were granted. Amortization of
land use rights is calculated on a straight-line basis over the period of the lease and is recognized in the
combined income statements within administrative expenses.

2.6 Impairment of non-financial assets

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss is recognized for the amount by which the
asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an
asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units).
Non-financial assets that suffered an impairment are reviewed for possible reversal of the impairment at
each reporting date.

2.7 Financial assets

The Group classifies its financial assets as loans and receivables. The classification depends on the
purposes for which the financial assets were acquired. Management determines the classification of its
financial assets at initial recognition.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They are included in current assets, except for maturities greater than
12 months after the balance sheet date. These are classified as non-current assets. The Group’s loans and
receivables comprise ‘trade and bills receivables’, ‘other receivables’, ‘amounts due from related
companies’, ‘cash and cash equivalents’ and ‘restricted bank deposits’ in the combined balance sheets.

Regular way of purchases and sales of financial assets are recognized on the trade-date — the date on
which the Group commits to purchase or sell the asset. Financial assets are derecognized when the rights
to receive cash flows from the investments have expired or have been transferred and the Group has
transferred substantially all risks and rewards of ownership. Loans and receivables are carried at
amortized cost using the effective interest method.

The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or
a group of financial assets is impaired. Impairment testing of trade and other receivables is described in
note 2.9.

2.8 Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is determined using the weighted
average basis. The cost of finished goods comprises raw materials, direct labor, other direct costs and
related production overheads (based on normal operating capacity), and where appropriate,
subcontracting charges. It excludes borrowing costs. Net realizable value is the estimated selling price in
the ordinary course of business, less applicable variable selling expenses.
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2.9 Trade and other receivables

Trade and other receivables are recognized initially at fair value and subsequently measured at amortized
cost using the effective interest method, less provision for impairment. A provision for impairment of
trade and other receivables is established when there is objective evidence that the Group will not be able
to collect all amounts due according to the original terms of receivables. Significant financial difficulties
of the debtor, probability that the debtor will enter bankruptcy or financial reorganization, and default
or delinquency in payments are considered indicators that the receivable is impaired. The amount of the
provision is the difference between the asset’s carrying amount and the present value of estimated future
cash flows, discounted at the original effective interest rate. The carrying amount of the asset is reduced
through the use of an allowance account, and the amount of the loss is recognized in the combined
income statements within administrative expenses. When a receivable is uncollectible, it is written off
against the allowance account for receivables. Subsequent recoveries of amounts previously written off
are credited against administrative expenses in the combined income statements.

2.10 Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, and other short term
highly liquid investments with original maturities of three months or less. Bank overdrafts are shown
within borrowings in current liabilities on the combined balance sheets.

2.11 Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares
are shown in equity as a deduction, net of tax, from the proceeds.

2.12 Trade and other payables

Payables are recognized initially at their fair value and subsequently measured at amortized cost using the
effective interest method.

2.13 Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortized cost; any difference between the proceeds (net of transaction costs) and
the redemption value is recognized in the combined income statements over the period of the borrowings
using the effective interest method.

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

2.14 Current and deferred income tax

The tax expense for the Relevant Periods comprises current and deferred tax. Tax is recognized in the
combined income statements, except to the extent that it relates to items recognized directly in other
comprehensive income. In this case, the tax is also recognized in other comprehensive income.
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The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted
at the balance sheet date in the countries where the Company and its subsidiaries operate and generate
taxable income. Management periodically evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is recognized, using the liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the Financial Information. However,
the deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that
have been enacted or substantively enacted by the balance sheet date and are expected to apply when the
related deferred income tax asset is realized or the deferred income tax liability is settled.

Deferred income tax assets are recognized only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilized.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries, except
where the timing of the reversal of the temporary difference is controlled by the Group and it is probable
that the temporary difference will not reverse in the foreseeable future.

2.15 Employee benefits
()  Employee leave entitlements

Employee entitlements to annual leave and long service leave are recognized when they accrue to
employees. A provision is made for the estimated liability for annual leave and long service leave as a
result of services rendered by employees up to the balance sheet date.

Employee entitlements to sick leave and maternity leave are not recognized until the time of leave.

(i) Pension obligations

The Group participates in defined contribution pension schemes. The schemes are generally funded
through payments to insurance companies or trustee-administered funds. A defined contribution plan is a
pension plan under which the Group pays contributions to publicly or privately administered pension
insurance plans on a mandatory, contractual or voluntary basis. The Group has no legal or constructive
obligations to pay further contributions if the fund does not hold sufficient assets to pay all employees
the benefits relating to employee service in the current and prior periods.

The contributions are recognized as employee benefit expense when they are due and are reduced by
contributions forfeited by those employees who leave the scheme prior to vesting fully in the
contributions, where applicable. Prepaid contributions are recognized as an asset to the extent that a cash
refund or a reduction in the future payments is available.
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In addition, pursuant to the relevant regulations of the PRC government, the subsidiary in the PRC
participates in a local municipal government retirement benefits scheme (the “Scheme”), whereby the
subsidiary in the PRC is required to contribute a certain percentage of the basic salaries of its employees
to the Scheme to fund their retirement benefits. The local municipal government undertakes to assume
the retirement benefits obligations of those employees of the subsidiary in the PRC. Contributions under
the Scheme are charged to the combined income statements as incurred.

(iii) Termination benefits

Termination benefits are payable when employment is terminated by the Group before the normal
retirement date, or whenever an employee accepts voluntary redundancy in exchange for these benefits.
The Group recognizes termination benefits when it is demonstrably committed to either: terminating the
employment of current employees according to a detailed formal plan without possibility of withdrawal;
or providing termination benefits as a result of an offer made to encourage voluntary redundancy.
Benefits falling due more than 12 months after balance sheet date are discounted to present value.

2.16 Provisions and contingent liabilities

Provisions are recognized when the Group has a present legal or constructive obligation as a result of
past events; it is probable that an outflow of resources will be required to settle the obligation; and the
amount has been reliably estimated.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognized
even if the likelihood of an outflow with respect to any one item included in the same class of obligations
may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the obligation. The increase in the provision due to passage of time is recognized as
interest expense.

A contingent liability is a possible obligation that arises from past events and whose existence will only
be confirmed by the occurrence or non-occurrence of one or more uncertain future events not wholly
within the control of the Group. It can also be a present obligation arising from past events that is not
recognized because it is not probable that outflow of economic resources will be required or the amount
of obligation cannot be measured reliably.

A contingent liability is not recognized but is disclosed in the notes to the Financial Information. When a
change in the probability of an outflow occurs so that an outflow is probable, it will then be recognized
as a provision.

2.17 Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and
services in the ordinary course of the Group’s activities. Revenue is shown net of value-added tax,
returns, rebates and discounts and after eliminating sales within the Group.
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The Group recognizes revenue when the amount of revenue can be reliably measured, it is probable that
future economic benefits will flow to the entity and specific criteria have been met for each of the
Group’s activities as described below. The amount of revenue is not considered to be reliably measurable
until all contingencies relating to the sale have been resolved. The Group bases its estimates on historical
results, taking into consideration the type of customer, the type of transaction and the specifics of each
arrangement.

(a) Sales of goods

Sales of goods are recognized when the Group has delivered the products to the customer, the customer
has accepted the products and collectability of the related receivables is reasonably assured. Delivery does
not occur until the products have been shipped to the specified location, the risks of obsolescence and
loss have been transferred to the customer, and the customer has accepted the products in accordance
with sales contract, or the Group has objective evidence that all criteria for acceptance have been
satisfied.

(b) Service income

Revenue is recognized when services are rendered.

(c) Interest income

Interest income is recognized on a time-proportion basis using the effective interest method.

2.18 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), including upfront payment made for leasehold land and land use rights, are charged to the
combined income statements on a straight-line basis over the period of the lease.

2.19 Dividend distribution

Dividend distribution to the then equity holders of the companies now comprising the Group during the
Relevant Periods is recognized as a liability in the Financial Information in the period in which the
dividends are approved.

3 Financial risk management
3.1 Financial risk factors

The Group’s major financial instruments include cash and bank deposits, trade and bills receivables,
other receivables, trade and other payables, amounts due from/to related companies and a Director and
borrowings. Details of these financial instruments are disclosed in the respective notes. The risks
associated with these financial instruments and the policies on how to mitigate these risks are set out
below. The Group manages and monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

— 123 —



APPENDIX | ACCOUNTANT'S REPORT

(@) Foreign currency risk

The Group is exposed to foreign currency risk as some of its business transactions, assets and liabilities
are denominated in various foreign currencies primarily RMB, HK$ and United States dollar (“USD”).

The majority of assets and liabilities are denominated in RMB, HK$ and USD, and there are no
significant assets and liabilities denominated in other currencies.

The Group is subject to foreign exchange rate risk arising from future commercial transactions and
recognized assets and liabilities which are denominated in a currency other than HK$ or RMB (the
functional currencies of the companies now comprising the Group). The Group currently does not have a
foreign currency hedging policy.

Since HK$ is pegged to USD, management considers that there is no significant foreign currency risk
between these two currencies to the Group.

The exchange rate of RMB to HK$ is subject to the rules and regulations of foreign exchange control
promulgated by the PRC government. The Group manages its foreign currency risk by closely
monitoring the movement of foreign currency rates.

For companies with HK$ as their functional currency

As of March 31, 2007, 2008, 2009 and September 30, 2009, there are no significant assets and liabilities
denominated in RMB, and hence there is no significant foreign currency risk between these two
currencies to the Group.

For companies with RMB as their functional currency

As of March 31, 2007, 2008, 2009 and September 30, 2009, if HK$ had weakened/strengthened by 5%
against RMB with all other variables held constant, pre-tax profit for the years ended March 31, 2007,
2008, 2009 and the six months ended September 30, 2009 would have been approximately
HK$934,000, HK$3,286,000, HK$3,281,000 and HK$7,430,000 higher/lower, mainly as a result of the
foreign exchange gains/losses on translation of HK$ denominated cash and bank deposits, trade and bills
receivables, borrowings as well as the current account with related parties.

As of March 31, 2007, 2008 and 2009, if USD had weakened/strengthened by 5% against RMB with all
other variables held constant, pre-tax profit would have been approximately HK$167,000, HK$609,000
and HK$413,000 lower/higher, mainly as a result of the foreign exchange losses/gains on translation of
USD denominated cash and bank deposits and trade and bills receivables. For the six months ended
September 30, 2009, if USD had weakened/strengthened by 5% against RMB with all other variables
held constant, pre-tax profit would have been approximately HK$362,000 higher/lower, mainly as a
result of the foreign exchange gains/losses on translation of USD denominated cash and bank deposits
and borrowings.

The Group does not have a foreign currency hedging policy. However, management of the Group

monitors foreign exchange exposure and will consider hedging significant foreign currency exposure
should the need arise.
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(b) Credit risk

The Group’s credit risk is primarily attributable to its trade and other receivables, amounts due from
related companies and deposits placed with banks. The Group has no significant concentrations of credit
risk. Management has policies in place to monitor the exposures to these credit risks on an on-going
basis.

For banks and financial institutions, deposits are only placed with reputable banks. For credit exposures
to customers, the Group has policies in place to ensure that sales are made to reputable and credit-
worthy customers with an appropriate financial strength and credit history. It also has other monitoring
procedures to ensure that follow-up action is taken to recover overdue debts. In addition, the Group
reviews regularly recoverable amount of each individual trade and other receivable to ensure that
adequate impairment losses are made for irrecoverable amounts.

(c) Liquidity risk

The Group’s policy is to regularly monitor current and expected liquidity requirements and its
compliance with borrowing covenants, to ensure that it maintains sufficient cash from operating
activities and the availability of funding through an adequate amount of committed credit facilities.

Management monitors the Group’s liquidity by preparing and reviewing rolling cashflow forecast that
covers (i) monthly cash flow forecast for the coming month and (ii) quarterly cash flows forecast for the
next three-month period.

— 125 —



APPENDIX |

ACCOUNTANT'S REPORT

The table below analyses the Group’s financial liabilities into relevant maturity groupings based on the

remaining period from the balance sheet date to the contractual maturity date. The amounts disclosed in

the table are the contractual undiscounted cash flows (including interest payments computed using

contractual rates or, if the contracting rates are floating, based on rates at the balance sheet date).

Balances due within 12 months equal their carrying balances, as the impact of discounting is not

significant.
Between Between
Lessthan 1and2 2and5
Group 1 year years years Total
HK$'000 HK$'000 HK$'000 HK$'000
At March 31, 2007
Short-term bank borrowings ........cceccveeevviieiriiieiniieeenieeeeen, 9,687 — — 9,687
Trade and other payables .......cccoccuiieeciiiiiiiiiecieecee e 87,060 — — 87,060
Amount due to a DIireCtor ...uuueiiieeiivreeeeeeciireeeeeeeecireeeeeeeeeneen. 189,438 — — 189,438
Amounts due to related COMPANIES...vverrvreerreerrreerrreeereenreennnes 360 — — 360
286,545 — — 286,545
At March 31, 2008
Short-term bank borrowings, including interest payable.......... 90,289 — — 90,289
Long-term borrowings, including the current portion and
INterest Payable.. ..o uiiiiiiieieiiecee e 18,564 16,278 43,244 78,086
Trade and other payables .......ccccvieeeciiieeiiiiieeeeeee e, 107,699 — — 107,699
Amount due to a DIreCtor .uuuveiiieeeiveeieeeeeiineeeeeeeerreeeeeeeennen 114,909 — — 114,909
Amounts due to related companies.......ccoeeveereeveeeeciveeinireeennne 1,563 — — 1,563
333,024 16,278 43,244 392,546
At March 31, 2009
Short-term bank borrowings, including interest payable.......... 168,070 — — 168,070
Long-term borrowings, including the current portion and
INterest Payable. ... uiiiiiiiieeiieceee e 16,278 15,347 27,898 59,523
Trade and other payables .......ccccovieeeciiiieiiiieeeeeeee e, 106,333 — — 106,333
Amount due t0 a DIFECtOr ...ccceiiiiiiiiieieiiiiiirreeereeeeeeeeeeeeeeeeeenn 107,337 — — 107,337
Amounts due to related companies.......ceecveeeeevereeceeeenireeeenns 1,568 — — 1,568
399,586 15,347 27,898 442,831
At September 30, 2009
Short-term bank borrowings, including interest payable.......... 178,390 — — 178,390
Long-term borrowings, including the current portion and
INterest Payable.....cccuiiieiiieeeieeeee et 21,236 37,162 86,244 144,642
Trade and other payables .......cccoevveeviiiriiienieiieceeeeeeiee e, 123,486 — — 123,486
Amount due t0 a DIFECtOr ..occciiivviiiiieeiieieeeeereeeeeeeeeeeeeeeeeenn 101,311 — — 101,311
424,423 37,162 86,244 547,829
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(d) Interest rate risk

As the Group has no significant assets that bear floating interest rates, the Group’s income and operating
cash flows are substantially independent of changes in market interest rates.

The Group’s exposure to interest rate risk arises mainly from its bank deposits and borrowings.
Borrowings issued at variable rates exposed the Group to cash flow interest rate risk. Borrowings issued
at fixed rates exposed the Group to fair value interest rate risk. The Group has not used any interest rate
swaps to hedge its exposure to interest rate risk.

As of March 31, 2007, 2008, 2009 and September 30, 2009, if the interest rate on all borrowings had
been 100 basis points higher/lower with all other variables held constant, post-tax profit for the years
ended March 31, 2007, 2008, 2009 and the six months ended September 30, 2009 would have been
HK$97,000, HK$1,528,000, HK$2,146,000 and HK$2,954,000 lower/higher, mainly as a result of
higher/lower interest expense on borrowings with floating interest rates.

As of March 31, 2007, 2008, 2009 and September 30, 2009, if interest rates on all interest-bearing bank
and cash deposits had been 100 basis points higher/lower with all other variables held constant, post-tax
profit for the years ended March 31, 2007, 2008, 2009 and the six months ended September 30, 2009
would have been HK$385,000, HK$1,770,000, HK$527,000 and HK$756,000 higher/lower, mainly as
a result of higher/lower interest income earned.

The Group monitors its interest rate exposure on a dynamic basis and will consider the interest rate
exposure when entering into any financing, renewal of existing positions and alternative financing
transactions.

3.2 Capital risk management

The Group regards its shareholders’ equity as capital. The Group’s objectives when managing capital are
to safeguard the Group’s ability to continue as a going concern in order to provide returns for
shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce
the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid
to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

The Group monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided
by total capital. Net debt is calculated as total borrowings (including current and non-current
borrowings and amount due to a Director as shown in the combined balance sheets) less cash and cash
equivalents and restricted bank deposits. Total capital is calculated as ‘equity’, as shown in the combined
balance sheets, plus net debt.
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During the Relevant Periods, the Group’s strategy was to maintain a gearing ratio below 40%. The
gearing ratios as of March 31, 2007, 2008, 2009 and September 30, 2009 were as follows:

As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HK$'000 HK$'000
Total borrowings (Note 22 and 23) ....ccevvecvveeenveernnnennn 9,687 152,772 214,615 295,356
Amount due to a Director....cooveeeeeeciieieeeeeciieeee e, 189,438 114,909 107,337 101,311
199,125 267,681 321,952 396,667
Less: Cash and cash equivalents (Note 21).......ccveeeunennn. (38,524) (176,987)  (52,721) (66,305)
Less: Restricted bank deposits.......ccueeeeevereeiveeeecveeennnee. — — — (9,294)
NEt debDt ciiuiiiiiiiieecee e 160,601 90,694 269,231 321,068
Total EQUILY vveeeeiieieiiee ettt 274,137 560,860 733,644 842,570
Total capital .cceevieiiriiiiiiiieeiecee e 434,738 651,554 1,002,875 1,163,638
GEATING TALIO .evveeiuiiieeeiiieeiieeeeeieeeeeireeesieeeesneeessreeenans 37% 14% 27% 28%

The decrease in gearing ratio for the years ended March 31, 2008 and 2009 was resulted primarily from
the increase in equity generated from the profit from operations.

3.3 Fair value estimation

The carrying amounts of the Group’s financial assets and liabilities including restricted bank deposits,
cash and cash equivalents, trade and bills receivables, other receivables, trade and other payables,
amounts due from/to related companies and a Director approximate their fair values due to their short
maturities. The fair value of financial liabilities for disclosure purposes is estimated by discounting the
future contractual cashflows at the current market interest rate that is available to the Group for similar
financial instruments.

4 Critical accounting estimates and judgments

Estimates and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

(i) Critical accounting estimates and judgments

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

(a) Estimate of useful lives of property, plant and equipment

The Group has significant property, plant and equipment. The Group determines the estimated useful lives
and residual values in order to ascertain the amount of depreciation charges for each reporting period.
These estimates are based on the historical experience of the actual useful lives and residual values of
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property, plant and equipment of similar nature and functions. The Group will revise the depreciation
charge where useful lives or residual values are different to those previously estimated, or it will write-off or
write-down technically obsolete or non-strategic assets that have been abandoned or sold.

(b) Provision for impairment of inventories

The Group reviews the carrying value of its inventories to ensure that they are stated at the lower of cost
and net realizable value. In assessing the net realizable value and making appropriate allowances,
management identifies, using their judgment, inventories that are slow moving or obsolete, and
considering their physical conditions, age, market conditions and market price for similar items.

(c) Provision for impairment of receivables

Management determines the provision for impairment of trade and other receivables. This estimate is
based on the credit history of its customers and the current market condition. Management reassesses the
provision at each balance sheet date.

Significant judgment is exercised on the assessment of the collectability of trade receivables from each
customer. In making the judgment, management considers a wide range of factors such as results of
follow-up procedures performed by sales personnel, customer payment trends including subsequent
payments and customers’ financial positions. If the financial conditions of the customers of the Group
were to deteriorate, resulting in an impairment of their ability to make payments, additional allowances
may be required.

(d) Income taxes

The Group is subject to income tax in various jurisdictions. Significant judgment is required in
determining the worldwide provision for income taxes. There are many transactions and calculations for
which the ultimate tax determination is uncertain during the ordinary course of business. Where the final
tax outcome of these matters is different from the amounts that were initially recorded, such differences
will impact the income tax and deferred tax provision in the period in which such determination is made.

Deferred income tax assets relating to certain temporary differences and tax losses are recognized when
management considers to be probable that future taxable profit will be available against which the
temporary differences or tax losses can be utilized. The outcome of their actual utilization may be
different.

(e) Land use rights

As of September 30, 2009, the Group had not yet obtained title certificates for certain land use rights
with a total net book value of HK$9,616,000. In addition, net book value of buildings built upon these
parcels of land as of September 30, 2009 amounted to HK$156,382,000. As of September 30, 2009, the
Group was in the process of obtaining the necessary title certificates from the relevant government
authorities. Management believes that the Group will be able to obtain these title certificates. If the
Group is unable to obtain these title certificates, it may have a material adverse effect on the Group’s
financial position, results of operations and cash flow.
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5 Segment information

The Board of Directors of the companies now comprising the Group, which is the chief operating
decision maker of the Group, reviews the Group’s internal reporting in order to assess performance and
allocate resources. Management has determined the operating segments based on these reports. The
Group is organized into four business segments:

° Recovered paper — sales of recovered papers
° Tissue paper products — manufacturing and sales of tissue paper products
° Recycled greyboard — manufacturing and sales of recycled greyboard

° Confidential materials destruction (“CMD”) — provision of confidential materials destruction
services

Although the Group’s products and services are sold/rendered to the PRC and overseas markets, the chief
operating decision maker of the Group regularly reviews the combined financial information by business
segment to assess performance and make resources allocation decisions.

Revenue consists of sales of recovered papers, tissue paper products and recycled greyboard and
provision of confidential materials destruction services. Revenue of the Relevant Periods consists of the
following:

Six months ended

Year ended March 31, September 30,
2007 2008 2009 2008 2009
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited)

Sales of recovered paper....ccccceeeeceveeincieeennnnennn 504,771 681,764 597,809 384,197 292,452

Sales of tissue paper products ........ccceceveeeennenn. 332,157 389,184 457,662 229,394 247,418

Sales of recycled greyboard.......coocvvvivienennneen. 117,051 104,579 39,150 27,833 13,107
Provision of confidential materials destruction

SEIVICES uuvrrreeeeeeirrreeeeeeeirreeeeeeeaisreseeeeeenseneeas 3,578 3,418 3,928 1,908 1,884

957,557 1,178,945 1,098,549 643,332 554,861

The analysis of the Group’s revenue from external customers attributed to the locations in which the sale
originated during the Relevant Periods consists of the following:

Six months ended

Year ended March 31, September 30,
2007 2008 2009 2008 2009
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited)
Hong Kong...cccveeeeeieeiieeeiiiciieeeeieceeeeeeeee 234,095 262,744 335,890 209,327 186,558
The PRC..ooiiiiiieeieciie et 723,462 916,201 762,659 434,005 368,303

957,557 1,178,945 1,098,549 643,332 554,861
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Details of the customers accounting for 10% or more of total revenue are as follows:

Six months ended

Year ended March 31, September 30,
2007 2008 2009 2008 2009
HK$'000 HK$'000 HKS$'000 HK$°000 HK$'000
(Unaudited)
CUStOMET A..eeiiiiiiiiiieeeee e e e e e e e e e e e eeeeaaeenee Note Note 128,925 Note 58,322

Note:

Less than 10%

The geographical location of non-current assets other than deferred tax assets are determined based on
the countries of domicile of the companies now comprising the Group.

The total of non-current assets other than deferred tax assets located in Hong Kong as of March 31,
2007, 2008, 2009 and September 30, 2009 was HK$6,765,000, HK$60,816,000, HK$198,467,000 and
HK$198,111,000 respectively, and the total of these non-current assets located in other countries as of
March 31, 2007, 2008, 2009 and September 30, 2009 was HK$200,730,000, HK$369,712,000,
HK$569,354,000 and HK$706,336,000 respectively.

The segment results and other segment items included in the profit for the year ended March 31, 2007
are as follows:

Tissue
Recovered paper Recycled
paper products  greyboard CMD Group
HK$'000 HK$'000 HK$'000 HK$’000 HK$'000
ReVeNUE ..cooeeiiiiiiiiiieee e 504,771 332,157 117,051 3,578 957,557
COSt Of SALES.cuvvieeerieeeeiie ettt (327,272) (215,917) (81,887) (1,889) (626,965)
Segment Zross Profit....cceeciecreeercveesieeeseessseessseenns 177,499 116,240 35,164 1,689 330,592
Unallocated operating COStS .......cccvveerevveeesveeeennnen (112,609)
FInance COStS, Net......uuuriiiiiieeeeeeereeeerrnnseniiinennnnnees _(1,297)
Profit before iINCOME taX.....ccovvveeeeerinreeeeeeninreeeeenn. 216,686
INCOME taX EXPENSE..eeeerreeereeeeeiirieieiiieieeeeeeeeeeeen (1,745)
Profit for the year ....cocvveveevveeerieecieeieeeeeerreeeens 214,941

— 31—



APPENDIX | ACCOUNTANT'S REPORT

The segment results and other segment items included in the profit for the year ended March 31, 2008
are as follows:

Recovered Tissue paper Recycled

paper products greyboard CMD Group
HK$'000 HK$'000 HK$'000 HK$’000 HK$'000
Revenue.......oooveeeecccireeeeee e 681,764 389,184 104,579 3,418 1,178,945
COSt Of SALES veeeeerieeeiieeeeiie ettt (450,393) (257,620) (75,211) (1,804) (785,028)
Segment gross Profit......c.eeeceeeecveerieeenveeesveennneens 231,371 131,564 29,368 1,614 393,917
Unallocated operating COStS......cceeereuveerrveeennnne (148,184)
Finance inCome, Net......cceeeeererreeeereeneeneerennneneens 4,984
Profit before income taX ......coeeevevvvuvevveeereeenennn. 250,717
Income tax eXPense ...ceeueeeuuuuueeeeeeeeeeeeeeeeeeeennnnn. (9,873)
Profit for the year....ccocoveeeieeeeiieeecieeeiee e, 240,844

The segment results and other segment items included in the profit for the year ended March 31, 2009
are as follows:

Recovered Tissue paper Recycled

paper products greyboard CMD Group
HK$'000 HK$'000 HK$'000 HK$000 HK$'000
ReVeNUE.....coiiiieeeerreeeeeeee e 597,809 457,662 39,150 3,928 1,098,549
CoSt Of SAlES uvvvriiieeiiiieeeeeeee e, (398,072) (282,813) (32,489) (2,088) (715,462)
Segment gross Profit.......ccceeeccveeeeceeeesieeessneenn. 199,737 174,849 6,661 1,840 383,087
Unallocated operating CoStS .......ccveerrveeescveeennns (173,571)
Finance costs, Net ..ccuvueeeiiiiiiieeeeeiiieeeeeeriieeeeeens (9,189)
Profit before inCOmMe taX .......coovvvveeeeeevvrvereeeennnns 200,327
Income tax eXpense .......eeeeeeeeenneeeeeneeieeeeeeeeenn. (27,737)
Profit for the year...cccocvveeevveeiecieeecieeeeiee e 172,590
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The segment results and other segment items included in the profit for the six months ended
September 30, 2009 are as follows:

Recovered Tissue paper Recycled

paper products greyboard CMD Group
HK$’'000 HK$'000 HK$'000 HK$'000 HK$'000
REVENUE ...cvvviiieieiiieee e 292,452 247,418 13,107 1,884 554,861
Cost Of SAlES veeurrrieiiieeeiie e (197,222) (141,088)  (14,251) (958) (353,519)
Segment gross profit/(10ss) ......cceevveervennne. 95,230 106,330 (1,144) 926 201,342
Unallocated operating cOStS.......ccoevvverennne (71,630)
Finance costs, Net ...ccceevvvueeeeeerevnneeeeneennnnn. (4,823)
Profit before income taX.....ccccvvvveeeeeeeennn. 124,889
INCOme tax eXPense ...eueeveeveereeeeeeeeeeernanns (17,708)
Profit for the period........ccceveeevieeerreennnne. 107,181

The segment results and other segment items included in the profit for the six months ended
September 30, 2008 are as follows:

Recovered Tissue paper Recycled

paper products greyboard CMD Group
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
Revenue ...coouvvvviiiiiiiiiieeeeeieeeeeeeeeeeiiiies 384,197 229,394 27,833 1,908 643,332
Cost of sales .uvvriiieeiiiiiieeecciieee e, (260,814) (152,739)  (18,701) (1,034) (433,288)
Segment gross profit......cccceecceeeecveeenneenn. 123,383 76,655 9,132 874 210,044
Unallocated operating costs........cccceeeuee. (87,099)
Finance costs, Net ....ccvvveeeeieeiiiieeeeeniiieenens (2,679)
Profit before income taX.......coovvveeeeeennnenn. 120,266
Income tax eXpPense ....ccccueeeeeeeeeeeeeeenannann. (17,034)
Profit for the period.....ccccceeeeeveeenieeennnne. 103,232
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6 Other income

Sales of scrapped materials
Sales of packaging materials
Service income

Others

7 Other gain/(loss) — net

Six months ended

Year ended March 31, September 30,
2007 2008 2009 2008 2009
HK$'000 HK$'000 HKS$'000 HK$°000 HK$'000

(Unaudited)
705 2,006 1,349 911 680
— — 420 209 189
233 493 475 173 224
1,030 1,580 1,080 737 421
1,968 4,079 3,324 2,030 1,514

Six months ended

Foreign exchange gain/(1oss), Net.....ccccevveeerireeeecrneeens

Gain/(loss) on disposals of property, plant and

equipment, net

Others

Year ended March 31, September 30,
2007 2008 2009 2008 2009
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000

(Unaudited)

1,492 (7,589) (4,776) 2,055  (2,321)
25 185  (5,459)  (5,2595) 298
— — 103 100 121

1,517  (7,404) (10,132) (3,100)  (1,902)
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8 Expenses by nature

Expenses included in cost of sales, administrative expenses and selling expenses are analyzed as follows:

Auditor’s remuneration........eecuveeerveeeenveeensureesnnnns
Amortization of land use rights (Note 16).............
Provision for impairment of trade receivables
(INOTE 19) ettt evaee s
Provision for impairment of deposits and
prepayments to SUPPIErS.....ceecveereeeeereereeeeennes
Direct write off of trade receivables ...........c..........
Direct write off of deposits and prepayments to
SUPPLETS. .veeeeiiieeeiiee et et et e e e
Cost of inventories sold (Note 18) .....ceeeeevvvveeen.
Depreciation (Note 15) ...uuueeieiiieeireeiieiiiiiiniiiiinne
Operating lease charges in respect of land and
DUIlAINGS veeeeveeeieeriieieeie e
Staff costs (NOte 13) wuvuvriiiiiiiiiiiiiiieiiireeeeeeeeeeeee.
Directors’ emoluments (Note 14)......ccccuveeeennnenn.
TransSportation COSES ....uveeeerenrrurereerenriureeeeeensnneeeens
Donations...cceiiiii it
Handling charges......cccveeevveeeecieeiiiieeeeieeeevee e
Other eXPenses ...oueveveereeerieeniieeieesieesieesreesnens

Total cost of sales, administrative expenses and
Selling eXPenses .ocuvvererveerrrureernireeerreeesireeenannes

9 Finance income and costs

FINance INCOME .....couuuviieeeiiiieiiieeeeee e

Finance costs
Interest expenses on bank borrowings...................
OLhErS wuveeeciieeeiie et e

Year ended March 31,

Six months ended
September 30,

2007 2008 2009

2008 2009

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

1,590 1,408 1,449
417 443 479

1,755 1,451 2,308

477 639 2,970
78 313 539
— 10 3,895

556,299 696,308 616,770
27,659 29,418 32,751

5330 4,719 5,106
45,925 60,385 64,563
2,549 2,808 2,689
50,177 64,341 65,021
1,564 2,376 3,164
1,945 1,107 945
47294 64,161 79,576

HK$'000 HK$'000
(Unaudited)

728 797
231 240

2,026 1,811

1,354 —
391,235 308,790
15,230 23,158

2,710 2,838
33,041 26,689
1,345 1,423
37,573 26,444
2,282 791
463 341
31,099 31,439

743,059 929,887 882,225

519,317 424,761

Six months ended

Year ended March 31, September 30,
2007 2008 2009 2008 2009
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000

(Unaudited)
180 6,150 1,927 2214 774

(1,429) (1,166) (11,101)
(48) — (15)

(4,893) (5,597)

(1,477)  (1,166) (11,116)

(4,893) (5,597)
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10 Income tax expense

Six months ended

Year ended March 31, September 30,
2007 2008 2009 2008 2009
HK$'000 HK$'000 HKS$'000 HK$°000 HK$'000
(Unaudited)

Current income tax

— Hong Kong profits taX .....ccceeecveeeeeveeescveeenieeeecnnennn 1,854 893 1,269 2,960 941
— PRC corporate inCoOmMe tax ....eevveeeeerersueeeeeeensnueeeeess — 8,979 27,067 14,203 16,476
Under/(over) provisions in prior years......ccceeeeveeeesvveenns 191 (50) (186) (186) (40)

2,045 9,822 28,150 16,977 17,377

Deferred tax

Origination and reversal of temporary differences ....... (300) 51 (392) 68 331
Impact of change in Hong Kong tax rate .........ccceueen. — — (21) (11) —

(300) 51 (413) 57 331
Income taX eXPense......ccveeeiirerurieeeiiiniiieeeeiiinreeeee s 1,745 9,873 27,737 17,034 17,708

Hong Kong profits tax has been provided at the rate of 17.5%, 17.5%, 16.5%, 16.5% and 16.5% on
the estimated assessable profit for the years ended March 31, 2007, 2008, 2009 and the six months
ended September 30, 2008 and 2009 respectively.

FWHZ, a subsidiary operating in the PRC, was eligible for corporate tax exemption for the year ended
March 31, 2007 and 9 months ended December 31, 2007, followed by a 50% reduction in corporate
income tax rate in the next three years from January 1, 2008 to December 31, 2010.

The new PRC corporate income tax law introduces various changes which include the unification of the
corporate income tax rate for domestic and foreign enterprises at 25% with effect from January 1, 2008.
Pursuant to Notice (2007) 39 “Notice on Implementation of Corporate Income Tax Transitional
Preferential Treatment” issued by the PRC State Council on December 26, 2007, enterprises enjoying
specific preferential tax treatment which extended for a fixed term prior to January 1, 2008 will still be
entitled to this treatment until the fixed term expires. Accordingly, the applicable corporate income tax
rate for FWHZ would be 12.5% in calendar year 2008, 12.5% in calendar year 2009, 12.5% in calendar
year 2010 and 25% in calendar year 2011 and onwards. The applicable corporate income tax rates for
FWHZ during the Relevant Periods were as follows:

Period from January 1, 2006 to December 31, 2006 ......ccccvueiirrieeiniieeeniieeeniieeenieeeesreessvreesnnns 0%
Period from January 1, 2007 to December 31, 2007 ...ccevuiirieinieeniienieeeieereeesee et 0%
Period from January 1, 2008 to December 31, 2008 .....cccceeriiiriieeniieniienieenreenieeseeenee e einees 12.5%
Period from January 1, 2009 to September 30, 2009......cccutieviieriieerrierieenieesreesreesreesseeeseneessees 12.5%
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The income tax on the Group’s profit before income tax differs from the theoretical amount that would
arise using the enacted tax rate of the home countries of the companies now comprising the Group as

follows:
Six months ended
Year ended March 31, September 30,
2007 2008 2009 2008 2009
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000
(Unaudited)
Profit before INCOME taX .....ccevvurvereeeeinneeeeeeennneen.. 216,686 250,717 200,327 120,266 124,889

Tax calculated at tax rates applicable to profits in

the respective COUNLIIES ...ceeveeeerivereeereeeireeennen 53,862 61,769 49,445 28,192 30,849
Tax effects of:

Tax holiday on assessable profits of a subsidiary

incorporated in the PRC.....ccceevviirrvieenieeniennnen. (53,892) (45,611) — — —
Effect of preferential tax rates.......ccceeeeveeerveeennnee. —  (8,979) (23,936) (14,203) (16,477)
Income not subject to taX....ceeevveeeevrreeeeirieeeieeenns (362) (63) (100) (45) (1)
Expenses not deductible for tax purposes.............. 1,394 2,332 2,979 3,442 3,377
Tax losses for which no deferred income tax asset

WaS TeCOZMIZE .vverruririeiieeeeiieeeeeeeetaeeeevaee s — 473 — — —
Utilization of previously unrecognized tax

LOSSES vt — — (444) (155) —
Under/(over) provisions in prior years........ceceeenns 191 (50) (186) (186) (40)
Re-measurement of deferred tax — change in

Hong Kong tax rate .......ooeeeeieiiniiiieiecccceeeeenn. — — (21) (11) —
OLhETS woieieeiiiee e e 552 2 — — —
INCOME taX EXPENSE..cereeuuuuiiiiriiiieieeeeeeeeeeeeeeeeeeaans 1,745 9,873 27,737 17,034 17,708

11 Dividends

The following dividends were declared by the companies now comprising the Group to their then equity
owners throughout the Relevant Periods:

Six months ended

Year ended March 31, September 30,
2007 2008 2009 2008 2009
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited)
DiIVIAENdS wuvvvevieeiiiiiiiiieeieeeeeeeeeeee e 8,600 — — — —

The rates of dividends and the number of shares ranking for dividends are not presented as such
information is not meaningful having regard to the purpose of this Financial Information.

The aggregate amounts of the dividend paid in the year ended March 31, 2007 has been disclosed in the
combined income statement in accordance with the Hong Kong Companies Ordinance.
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12 Earnings per share

Earnings per share information is not presented as its inclusion, for the purpose of this Financial
Information, is not considered meaningful due to the Reorganization and the presentation of the results
for the years ended March 31, 2007, 2008 and 2009 and the six months ended September 30, 2008 and
2009 on combined basis as disclosed in Note 1.

13 Employee benefit expense, excluding directors’ emoluments

Six months ended
Year ended March 31, September 30,

2007 2008 2009 2008 2009

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited)

Wages and salaries......ccveeeeueeeeiieeeeiiieeenrieeeeieeeeeneens 37,900 49,084 53,346 26,798 22,290
Retirement schemes contributions..........ccccevuveeeeeennnnen.. 1,442 1,589 2,404 1,037 615
SOCial SECUTILY COSES 1uvvrrrurirrrirriierrieerireesreesireeseeenneenns 5,443 7,479 7,075 3,819 2,483
Other allowances and benefits ..........ccccoeeveeeeiennvnnnnnnes 1,140 2,233 1,738 1,387 1,301

45,925 60,385 64,563 33,041 26,689

14 Emoluments for directors and five highest paid individuals
(@) Directors’ emoluments

The aggregate amounts of emoluments paid by the companies now comprising the Group to the directors
of the Company during the Relevant Periods are as follows:

Six months ended
Year ended March 31, September 30,

2007 2008 2009 2008 2009

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited)

FEeS it — — — — —
Salaries, allowance and benefits in kind ................c....... 2,295 2,436 2,485 1,243 1,320
Discretionary bonus........oocceeeeveiieenieeeiniiieeeniieeenieeenns 113 153 — — —
Retirement schemes contributions..........ccceeeevveeeiveennnns 141 219 204 102 103

2,549 2,808 2,689 1,345 1,423
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The emoluments of each Director of the Company during the Relevant Periods are as follows:

For the year ended March 31, 2007

Salaries,
allowance Retirement
and benefits Discretionary schemes
Fees in kind bonus contributions Total

HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
Executive director:
Mr. Leung Kai Kuen......cooooiiiiiiiiiiiiiiiiiiceeeee — 1,195 60 117 1,372
Mr. Leung Tat Pit...eeeeciiiiiiiiiiiniiiiiiie — 480 — 12 492
Mr. Cheng Chun Keung, Thomas.................. — 620 53 12 685
Non-executive director:
Ms. Cheung Nga Lai, Carol......cccceeeevveeennnee. — — — — —
Independent non-executive director:
Mr. Chung Wai Kwok, Jimmy...........ceeenneee. — — — — —
Mr. Cheng Yu HONG..ooovevrieevieeiieeieeeieenne — — — — —
Mr. Chan Kong, Dennis .......ccceeeevveernveeennnne. — — = = —

— 2,295 113 141 2,549

For the year ended March 31, 2008

Salaries,
allowance Retirement
and benefits Discretionary schemes
Fees in kind bonus contributions  Total

HK$'000 HK$'000 HK$’000 HK$'000 HK$’000
Executive director:
Mr. Leung Kai Kuen.....ooooeeeeiieniiieeeennnnnneee. — 1,326 100 195 1,621
Mr. Leung Tat Pitl..cueeeeerniieiieeieniiieeeeeeieen, — 480 — 12 492
Mr. Cheng Chun Keung, Thomas.................. — 630 53 12 695
Non-executive director:
Ms. Cheung Nga Lai, Carol......ccccceevnvieennnnee. — — — — —
Independent non-executive director:
Mr. Chung Wai Kwok, Jimmy.......c.ccceerneee. — — — — —
Mr. Cheng Yu Hong..oooovveeeeviieeeiieceeee e, — — — — —
Mr. Chan Kong, Dennis .......ccceevveeernnreennnne. — — = = =

— 2,436 153 219 2,808
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For the year ended March 31, 2009

Salaries,
allowance Retirement
and benefits Discretionary schemes
Fees in kind bonus contributions Total

HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
Executive director:
Mr. Leung Kai Kuen.....ccceeeeeiiiiiiiiiiiiiiiiinnnee — 1,200 — 180 1,380
Mr. Leung Tat Pit...ecceiiiiiiiiiiiiiiiiiiieeee — 480 — 12 492
Mr. Cheng Chun Keung, Thomas.................. — 805 — 12 817
Non-executive director:
Ms. Cheung Nga Lai, Carol .....ccccvevevveeennee. — — — — —
Independent non-executive director:
Mr. Chung Wai Kwok, Jimmy...........ceeenneee. — — — — —
Mr. Cheng Yu Hong...oooveeeviiieinieeiniieeeee, — — — — —
Mr. Chan Kong, Dennis ......ccccceeevveeenveeeennee. — — — = —

— 2,485 — 204 2,689

For the six months ended September 30, 2008 (Unaudited)

Salaries,
allowance Retirement
and benefits Discretionary schemes
Fees in kind bonus contributions  Total
HK$'000 HK$°000 HK$’000 HK$'000 HK$’000

Executive director:
Mr. Leung Kai Kuen.....ccoooiiiiiiiiiiiiiiiiieneeee — 600 — 90 690
Mr. Leung Tat Pitl..eeeeeeeeniiiieeeieniiieeeeeeieen, — 240 — 6 246
Mr. Cheng Chun Keung, Thomas.................. — 403 — 6 409
Non-executive director:
Ms. Cheung Nga Lai, Carol .....ccceevvvneeennnnee. — — — — —
Independent non-executive director:
Mr. Chung Wai Kwok, Jimmy..........cceernneee. — — — — —
Mr. Cheng Yu Hong...ooovveeeevieeeeieeeeeee e, — — — — —
Mr. Chan Kong, Dennis .......ccccevvveernveeeennnne. — = — = =

— 1,243 — 102 1,345
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Executive director:

Mr. Leung Kai Kuen......coooeiiiiiiiniiiiiiiiiiieeees
Mr. Leung Tat Pitl...cceeeeeeiieeeeeieniieeeeeeeeeee.
Mr. Cheng Chun Keung, Thomas..................

Non-executive director:
Ms. Cheung Nga Lai, Carol .....cccceeevvneeennnne.

Independent non-executive director:

Mr. Chung Wai Kwok, Jimmy...........ceeeeneee.
Mr. Cheng Yu HONG..ooovveveiieeiieeieeiee e
Mr. Chan Kong, Dennis ......ccccceeevveeenveeeennnee.

For the six months ended
September 30, 2009

Salaries,
allowance Retirement
and benefits Discretionary schemes

Fees in kind bonus contributions Total
HK$’000 HK$'000 HK$’000 HK$'000 HK$'000
— 600 — 90 690
— 240 — 6 246
— 420 — 6 426
— 60 — 1 61
1,320 103 1,423

During the Relevant Periods, no director received any emoluments from the Group as an inducement to

join or leave the Group or as compensation for loss of office. No Director waived or has agreed to waive

any emoluments.

(b) Five highest paid individuals

The five individuals whose emoluments were highest in the Group during the Relevant Periods included

3, 3, 2, 2 and 2 directors respectively. Their emoluments are reflected in the analysis presented above.

The emoluments payable to the remaining 2, 2, 3, 3 and 3 individuals respectively during the Relevant

Periods are as follows:

Salaries, allowance and benefits in kind ...........
Discretionary bonus.........cccceeevveeeeccieeenieeeennne.
Retirement schemes contributions....................

Six months ended

Year ended March 31, September 30,
2007 2008 2009 2008 2009
HK$'000 HKS$'000 HK$'000 HK$°000 HK$'000
(Unaudited)
............ 3,648 4,584 5,784 2,892 2,580
............ 272 300 300 150 174
............ 440 585 645 323 299
4,360 5,469 6,729 3,365 3,053
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The emoluments fell within the following bands:

Number of individuals

Year ended Six months ended
March 31, September 30,
2007 2008 2009 2008 2009
(Unaudited)

HKS$ Nil to HK$1,000,000 ......ccccuieieeieereeieeieereeseeseesseesreesseenneas —_ - = 1 1
HK$1,000,001 to HK$2,000,000 ......ccccueevureeirreecrreeireeeireecireeveeenns 1 — 1 2 2
HK$2,000,001 to HK$3,000,000 ........crvvvveemmrrrrmmeearrnieeeinenninees 12 2 — —
2 2 3 3 3
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15 Property, plant and equipment

Furniture,
Leasehold Plantand fixturesand Motor Construction
Buildings improvements machinery equipment vehicles in progress Total

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

At April 1, 2006

COSE vevreeerresreesireeireesreenes 85,743 5,984 209,058 7,383 21,297 — 329,465
Accumulated

depreciation.........cueeue... (21,115)  (4,605) (92,031) (5,609) (15,648) —  (139,008)
Net book amount.............. 64,628 1,379 117,027 1,774 5,649 — 190,457
Year ended March 31,

2007
Opening net book

AMOUNE cuvveeeveerereeereereans 64,628 1,379 117,027 1,774 5,649 — 190,457
Exchange differences......... 3,215 — 5,584 38 138 — 8,975
Additions ....cooceeeeeieeieennen. 1,629 543 10,269 412 2,104 — 14,957
Depreciation........ceeeveenneen. (4,066) (634) (19,987) (724)  (2,248) — (27,659)
Closing net book

AMOUNE cuveeevreeeereeereerean 65,406 1,288 112,893 1,500 5,643 — 186,730
At March 31, 2007
COSE vevrreeereesveesreesreesveenns 91,736 6,527 229,139 7,887 23,760 — 359,049
Accumulated

depreciation........c.ee...... (26,330)  (5,239) (116,246) (6,387) (18,117) —  (172,319)
Net book amount.............. 65,406 1,288 112,893 1,500 5,643 — 186,730
Year ended March 31,

2008
Opening net book

AMOUNT cuvverereerereeereeeens 65,406 1,288 112,893 1,500 5,643 — 186,730
Exchange differences......... 6,327 — 10,445 111 429 3,362 20,674
Additions .....coveeeerieeveennnn. 538 606 10,582 1,388 5,136 60,532 78,782
Disposals.....ccoceeeeeercveennnenn — — (100) — (188) — (288)
Depreciation........cceeveenneen. (4,381) (637) (21,289) (754)  (2,357) — (29,418)
Closing net book

AMOUNE cuveeevveeereevreerean 67,890 1,257 112,531 2,245 8,663 63,894 256,480
At March 31, 2008
COSE verrreeerresreesreeireesveenns 101,477 7,133 261,019 9,532 28,959 63,894 472,014
Accumulated

depreciation.........c.c....... (33,587) (5,876) (148,488) (7,287) (20,296) —  (215,534)
Net book amount.............. 67,890 1,257 112,531 2,245 8,663 63,894 256,480
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Furniture,

Leasehold Plant and fixtures and Motor Construction
Buildings improvements machinery equipment vehicles in progress Total
HK$'000 HK$'000 HK$'000 HK$’000 HK$’000 HK$'000 HK$'000

Year ended March 31,

2009
Opening net book

AMOUNT ceeevrreeeeeeneereeen 67,890 1,257 112,531 2,245 8,663 63,894 256,480
Exchange differences ....... 551 — 855 14 55 (505) 970
Additions......ccceevuvireeeennnns 358 636 65,549 1,127 5,401 132,401 205,472
Transfers between

CAtEGOTIES euereeneerveeeeeenn. 23,542 — — — — (23,542 —
Disposals......cccceeerveeennee. — — (9,476) — (197) — (9,673)
Depreciation.......cceeeeennes (5,012) (594) (23,311) (752)  (3,082) — (32,751)
Closing net book

AMOUNT ceeeevrreeeeeeereennn. 87,329 1,299 146,148 2,634 10,840 172,248 420,498
At March 31, 2009
COSEurrieeeeeeieee e 126,249 7,769 303,157 10,642 31,279 172,248 651,344
Accumulated

depreciation ................. (38,920) (6,470) (157,009) (8,008) (20,439) —  (230,846)
Net book amount............ 87,329 1,299 146,148 2,634 10,840 172,248 420,498
Period ended

September 30, 2009
Opening net book

AMOUNT c.eeevvrereeeeennenn. 87,329 1,299 146,148 2,634 10,840 172,248 420,498
Exchange differences ....... 992 — 1,642 17 75 1,957 4,683
Additions......cceeevieeeeeennns — — 226,816 109 1,868 230,721 459,514
Transfers between

CAtEGOTIES uvvvvvrvrrrreeeann 112,371 — 62,129 — — (174,500) —
Disposals.....cccceeerveernnnne. — — (891) — (426) — (1,317)
Depreciation.........c.een.... (3,801) (215) (17,075) (350) (1,717) — (23,158)
Closing net book

AMOUNE c.eeveeeevreeeerennn. 196,891 1,084 418,769 2,410 10,640 230,426 860,220
At September 30, 2009
COSEurtiiieeeeeeieee e 240,054 7,768 588,946 10,793 31,580 230,426 1,109,567
Accumulated

depreciation ................. (43,163) (6,684) (170,177) (8,383) (20,940) —  (249,347)
Net book amount ............ 196,891 1,084 418,769 2,410 10,640 230,426 860,220

As of March 31, 2008, 2009 and September 30, 2009, buildings with net book value of approximately
HK$67,890,000, HK$87,329,000 and HK$196,891,000 were pledged as collateral for the Group’s
borrowings, respectively (Note 28). As of September 30, 2009, plant and machinery with net book value
of approximately HK$417,368,000 were pledged as collateral for the Group’s borrowings (Note 28).
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The buildings are located in the PRC with lease of between 48 to 52 years.

Depreciation of the Group’s property, plant and equipment has been charged to the combined income
statements as follows:

Six months ended

Year ended March 31, September 30,
2007 2008 2009 2008 2009
HK$'000 HK$'000 HK$000 HK$'000 HK$'000
(Unaudited)
COSt Of SALES wevvviieiiieiiieee e 22,523 25,017 27,556 12,860 17,834
Administrative eXPenSES......ueeerreeeesrueeerireeeessveeessiseeennns 5,136 4,401 5,195 2,370 5,324

27,659 29,418 32,751 15,230 23,158

16 Land use rights

The movements of land use rights are as follows:

As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HK$'000 HK$'000
Opening net book amMoOUNt ......cccveeveeiieieiiie e, 18,757 19,279 20,739 20,498
PN aTo) u b2 11 Lo) s UUUUUUO U UUUP (417) (443) (479) (240)
Exchange differences.......ccceeveeevieinieeniieenieiiieeseeesieesneesneens 939 1,903 238 234
Closing net book amount ......ccevveereriieeiniiieeieiieeerieee e 19,279 20,739 20,498 20,492

Amortization of land use rights has been included in administrative expenses.

The Group’s interests in land use rights represent prepaid operating lease payments and their net book
values are analyzed as follows:

As of
As of March 31, September 30,
2007 2008 2009 2009

HK$'000 HKS$'000 HK$°000 HKS$'000

In the PRC, held on unexpired lease terms between
10 £0 50 YEATS eeuieiieieeieeieeteeteeeeeit et e see e eaeeee et e aeeneas 19,279 20,739 20,498 20,492

As of March 31, 2008, 2009 and September 30, 2009, land use rights of carrying values of
approximately HK$20,739,000, HK$20,498,000 and HK$20,492,000 were pledged as collateral for the
Group’s borrowings, respectively (Note 28).
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17 Deferred income tax

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset tax
assets against tax liabilities and when the deferred income taxes relate to the same tax authority.

As of
As of March 31, September 30,
2007 2008 2009 2009

HK$'000 HK$'000 HK$'000 HK$'000
Deferred income tax assets:

— to be realized after more than 12 months..........veeeeeeeeenn... 2 — 462 7
— to be realized within 12 months........ooovvveeiiiiieiiiiiiieieeeeeeens — — —

2 — 462 7

[\

[\

Deferred tax liabilities:
— to be realized after more than 12 months........cccceeeeiiveennnne. (326) (375) (424) (365
— to be realized within 12 months........ccoovvevmrrvereeeeeeeeeeeen. — — —

—

(326) (375) (424) (365)
Deferred income tax (liabilities)/assets, N€t........cceeveeeeeevieeennnne. (324) (375) 38 (293)
The movement on the deferred income tax account is as follows:
As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HKS$'000 HKS$'000 HK$'000
Beginning of the year/period........cceevverviveecieeniieeniieeneeerieennns (624) (324) (375) 38
Recognized in the combined income statements (Note 10) ...... 300 (51) 413 (331)
End of the year/period.......cceeeveiieeieiiiieiiieeeieeeeiee e (324) (375) 38 (293)
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The movement in deferred income tax assets/(liabilities) during the Relevant Periods, without taking into
consideration the offsetting of balances within the same tax jurisdiction, is as follows:

Accelerated
tax
Tax losses depreciation Total

HK$°000 HK$'000 HK$'000

ACADEL 1, 2006 e eeeeeeeeeeeee e eeeeeeeeeee e eeeeseeeseeeeeees e eeeseee — (624)  (624)
Credited to the combined income Statements.........ccccvveeeeveeeecveeesivveeennns — 300 300
At March 31, 2007 et — (324) (324)
Charged to the combined income StatemMents........eeeevveerrveeeerveeersneennnns — (51) (51)
At March 31, 2008 ...iiieieieeieeeeeeeeeeeeeeeeeeeeeee e e e e aeaee s — (375) (375)
Credited/(charged) to the combined income statements............ccceeeeveeenns 421 (8) 413
At March 31, 2009 ...t e e 421 (383) 38
(Charged)/credited to the combined income statements.............ccuveene... (421) 90 (331)
At September 30, 2009 ....ooiiiiiiieeiieeeee e e — (293) (293)

Deferred income tax asset are recognized for tax losses carried forward to the extent that the realization
of the related tax benefit through the future taxable profits is probable. As of March 31, 2008, there
were unrecognized tax losses of approximately HK$2,704,000 to be carried forward to offset against
future taxable profits.

Deferred income tax liabilities of HK$2,724,000, HK$11,678,000 and HK$17,341,000 have not been
recognized as of March 31, 2008, 2009 and September 30, 2009 respectively for the withholding tax and
other taxes that would be payable on the unremitted earnings of a subsidiary. Unremitted earnings
totalled HK$249,894,000, HK$487,406,000, HK$658,502,000 and HK$769,105,000 at March 31,
2007, 2008, 2009 and September 30, 2009 respectively.

18 Inventories

As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HKS$'000 HK$'000
Raw materials, at COSt....ooummiiimriiiiiririiiieieeeeeeeeeeeeeeeeeeeeeevnnanns 46,502 35,349 42,511 35,988
Finished go0ds, at COSt .uuiirriiiiiiiiieniieeeciee e eree e 27,679 13,788 16,738 20,252

74,181 49,137 59,249 56,240

The cost of inventories recognized as an expense and included in “cost of sales” amounted to
HK$556,299,000, HK$696,308,000, HK$616,770,000, HK$391,235,000 (unaudited) and
HK$308,790,000 for the years ended March 31, 2007, 2008, 2009 and the six months ended
September 30, 2008 and 2009 respectively.
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19 Trade and bills receivables

As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HK$'000 HK$°000
Trade and bills receivables .........cccouveeeieeciirieieiicciiieeeeeenns 192,229 222,885 182,245 247,572
Less: provision for impairment......ccoceerveeeeerireesneesveennnens (1,755)  (3,251) (4,140) (5,777)
Trade and bills receivables — net.......ccovuvvveeeevvneeeeeeernnnnen.. 190,474 219,634 178,105 241,795

Payment terms granted to customers are mainly cash on delivery and on credit. The average credit period
ranges from 10 days to 90 days. The ageing analysis of trade and bills receivables based on due date at
the balance sheet dates is as follows:

As of
As of March 31, September 30,

2007 2008 2009 2009
HK$’000 HK$’000 HK$000 HK$'000
CUTTENE 1tvtrteteeeeeeeeeeeeeeeeessseseerarrrsrrreereeeeeseesessessesssssssnsnnnsnns 131,045 143,486 107,358 149,219
T = 30 dayS weeeeeeeeeeeieeeeeee ettt et e e e 30,409 29,926 25,623 52,527
31 = 60 daYS eveeeeeieeeeieeecre e e 15,722 19,658 15,892 19,688
61 =90 daYS weveeeeiieeeeiieeeeee e e e 5,550 12,831 12,133 5,716
91 — 120 daYS covveeereeeieerieeeie e eeeeee e e sne e 1,319 4,504 5,757 3,259
OVEr 120 days coocuveeeeeieeeeiieeeiiieeeeiee e et e e eteeeereeesaeee e 8,184 12,480 15,482 17,163
192,229 222,885 182,245 247,572
Less: Provision for impairment.........ccceeeeeveeeecveeessveeesnneenns (1,755)  (3,251) (4,140) (5,777)

190,474 219,634 178,105 241,795
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As of March 31, 2007, 2008, 2009 and September 30, 2009, trade receivables of approximately
HK$59,429,000, HK$76,148,000, HK$70,747,000 and HK$92,576,000 were past due but not
impaired. These relate to certain customers with no history of credit default and they are in continuous
trading with the Group. Based on past experience, management believes that no provision for
impairment is necessary in respect of these balances as there has not been a significant change in credit
quality and the balances are still considered as fully recoverable. The ageing analysis of these trade
receivables based on due date is as follows:

As of
As of March 31, September 30,

2007 2008 2009 2009
HK$'000 HK$'000 HKS$'000 HK$'000
T = 30 dayS.ceecuieeiieiiieeieeeiee sttt sttt s 30,409 29,926 25,623 52,527
3T = 60 dayS.eueeiisiieieiieeeieee ettt e 15,722 19,658 15,892 19,688
61 — 90 dAYS.uiiiiiiiiieeciieeeiieee et e e 5,550 12,831 12,133 5,716
L U (I R 1,319 4,504 5,757 3,259
OVETr 120 days...ceecueeeeiieeieerieenieerte et eie et see e aeesiee s 6,429 9,229 11,342 11,386

59,429 76,148 70,747 92,576

As of March 31, 2007, 2008, 2009 and September 30, 2009, trade receivables of approximately
HK$1,755,000, HK$3,251,000, HK$4,140,000 and HK$5,777,000 were impaired and fully provided
for. The individually impaired receivables were mainly related to smaller customers which were in
financial difficulties. The ageing analysis of these non-recoverable receivables based on due date is as

follows:
As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HKS$'000 HK$'000
OVEr 120 days..ueeeeeeecieeeieeniienieerreeseeeseeereesseesseessesssnesnnes 1,755 3,251 4,140 3,777
Movement on the provision for impairment of trade receivables is as follows:
As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HKS$'000 HK$'000
At beginning of the year/period ......c.ccccvvevieivieiivenseeniieenieenns 2 1,755 3,251 4,140
Provision recognized in the combined income statements......... 1,755 1,451 2,308 1,811
Receivables written off during the year/period as
UNCOLIECHIDIE oo (2) —  (1,450) (177)
Reversal of allowance made ........uveeeeeeiieiiiiiiiiiiiiiiiiiiiiiiinnens — (35) (1) (24)
Exchange differences....cocccoevierveerniiesieniiienieesieeiee e — 80 32 27
At end of the year/period.......cccccuveeeciiiieiiieeeciieeeeee e 1,755 3,251 4,140 5,777
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The carrying amounts of trade and bills receivables are denominated in the following currencies:

As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HKS$'000 HK$'000
HEKS ettt ettt s ae e s re e ae e e 31,899 25,016 39,323 29,200
USD ettt e e e e e e e e e e 13,315 27,959 6,958 22,278
RMB ettt e e e e e e e e e e ee e 145,260 166,659 131,824 190,317

190,474 219,634 178,105 241,795

The creation and release of provision for impaired receivables have been included in administrative
expenses in the combined income statements (Note 8). Amounts charged to the allowance account are
generally written off when there is no expectation of recovering additional cash.

As of March 31, 2007, 2008, 2009 and September 30, 2009, the fair values of the trade and bills
receivables approximate their carrying amounts. The maximum exposure to credit risk at each balance
sheet date is the carrying value of the receivables. The Group does not hold any collateral as security.

As of March 31, 2008, 2009 and September 30, 2009, trade receivables of approximately
HK$45,705,000, HK$39,352,000 and HK$53,043,000 were pledged as collateral for the Group’s
borrowings, respectively (Note 28).

20 Prepayments, deposits and other receivables

As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HK$'000 HK$'000
Non-current portion
Prepayments for purchase of property, plant and
EQUIPITICIIE coeeevteeieeeiteereeeteeeeeeenteesieeesneeeeneeereesneesneeas 1,486 153,309 326,825 23,735
Current portion
Deposits placed with suppliers.......c.ceeveueeeeriieinieeeinieeennnen. 21,950 25,730 26,202 30,065
Prepayments tO SUPPLETS ..oeevveeeiieeeeciieeeieeeeieeeeiee e 14,785 28,415 31,596 8,165
Other receivables from third parties (note a).....cccceervveernenne 2,144 3,762 20,337 27,224
OLRETS ettt 2,152 3,422 5,923 1,763

41,031 61,329 84,058 67,217

TOLAL et 42,517 214,638 410,883 90,952

Note (a): Other receivables due from third parties are unsecured, interest-free and repayable on demand.

As of March 31, 2007, 2008, 2009 and September 30, 2009, the fair values of the other receivables
approximate their carrying amounts. The maximum exposure to credit risk at each balance sheet date is
the carrying value of each class of receivables mentioned above. The Group does not hold any collateral
as security.
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21 Cash and cash equivalents and restricted bank deposits

As of
As of March 31, September 30,

2007 2008 2009 2009
HK$'000 HK$'000 HK$'000 HK$'000
Cashin hand .......cooooiiiiiiiiiiii e 2,899 754 299 501
Cash at bank ..coc.eeviiiiiiiiiie 35,625 176,233 52,422 65,804
Total cash and cash equivalents......c..ccoceeveenieniicniiinennennnenne 38,524 176,987 52,721 66,305
Restricted bank deposits......ccueeervueeeerciieeerciieeeiieeeecieeenieeens — — — 9,294

38,524 176,987 52,721 75,599

Cash and cash equivalents are denominated in the following currencies:

As of
As of March 31, September 30,
2007 2008 2009 2009

HK$'000 HK$'000 HK$'000 HK$'000
Cash at bank and in hand

RMB ..o 34,344 130,040 19,628 47,443
HEKS ottt 952 24,618 18,460 6,989
USD 3,228 19,718 14,558 11,870
EURO ..ot — 2,611 75 3

38,524 176,987 52,721 66,305

The restricted bank deposits were denominated in RMB as of September 30, 2009. The balance was
pledged as collateral for the Group’s borrowings (Note 28).

Maximum exposure to credit risk on cash and cash
equivalents and restricted bank deposits .......cccceeeveeereueeens 35,625 176,233 52,422 75,098

The conversion of RMB denominated balances into foreign currencies and the remittance of such bank
balances and cash out of the PRC are subject to the relevant rules and regulations of foreign exchange
control promulgated by the PRC government.

Cash at bank earns interest at floating rates based on daily bank deposit rates.
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Cash, cash equivalents and bank overdrafts include the following for the purpose of the combined cash
flow statements:

As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HK$'000 HK$'000
Cash and cash equivalents ........ccoeeeercieerieenciieniiecreecree e 38,524 176,987 52,721 66,305
Bank overdrafts (INOte 23) ....uiiiiiieceiiiieeeeeciiieee e (9,687) (11,475) (2,373) (4,699)

28,837 165,512 50,348 61,606

22 Borrowings

As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HKS$'000 HK$'000
Bank borrowings, secured ........cceeeeuvieeriieeeiiieeeiee e, — 66,666 53,932 122,727
Less: current portion included in current liabilities ................ —  (13,333) (13,483) (13,636)
Long-term bOrroOWINgs ......cccuveeecuieeeeiiieeeeiieeeiieeeecireeeeveee e — 53,333 40,449 109,091
The maturities of the total borrowings at respective balance sheet dates are as follows:
As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HK$'000 HK$'000
WILhIin T YEAT ceuviieieiieeeeiieeerieee et e e eereeeereeeereeeeereeesnreaeenes — 13,333 13,483 13,636
Between 1 t0 2 YEATS coveeeeeieiiiiieiiieieeeeeeeeee e e e e e e — 13,333 13,483 30,682
Between 3 t0 5 YEArS cieieiiiiiiiiiiiiiiiieeeeeeeteeeeeeeee e — 40,000 26,966 78,409

— 66,666 53,932 122,727

The bank loans are arranged at floating rates and exposed the Group to cash flow interest rate risk. The
effective interest rates were 8.13% per annum, 7.76% per annum and 6.53% per annum as of March 31,
2008 and 2009 and September 30, 2009, respectively.

The borrowings are all denominated in RMB.

The borrowings of HK$66,666,000, HK$53,932,000 and HK$122,727,000 as of March 31, 2008 and
2009 and September 30, 2009, respectively were secured by land use rights and buildings of FWHZ
(Note 28).
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The fair values of the borrowings approximate their carrying amounts at each balance sheet date as all
the borrowings carry floating rate interests.

23 Short-term borrowings

As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HK$'000 HK$'000
Bank overdrafts....ooovueeveieeeieieiiieeeieeeeeeeeeeeeeee s 9,687 11,475 2,373 4,699
Short-term bank loans, secured.......ccceveeeeeeiivieeeeeeciiieeeeeeenns — 74,631 158,310 167,930
TOLAL ittt e e e e e e eenas 9,687 86,106 160,683 172,629
The short-term bank borrowings are denominated in the following currencies:
As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HK$'000 HK$'000
HEKS oottt ettt ettt e et v eveeerae s 9,687 86,106 147,200 149,699
RMB oot — — 13,483 13,636
USD ettt e e e et e e e e e aaraaaaaean — — — 9,294
TOLAL ettt e e e eenes 9,687 86,106 160,683 172,629

The fair values of short-term bank borrowings approximate their carrying amounts at each balance sheet
date.

At March 31, 2007, 2008 and 2009 and September 30, 2009, short-term bank borrowings of
HK$9,687,000, HK$86,106,000, HK$160,683,000 and HK$163,335,000 respectively, are arranged at
floating rates, thus exposed the Group to cash flow interest rate risk. The effective interest rates were
6.21% per annum, 4.24% per annum and 5.20% per annum at March 31, 2008, 2009 and
September 30, 2009, respectively.

At March 31, 2008, short-term bank loans amounting to HK$74,631,000 were secured by trade
receivables of certain companies now comprising the Group (Note 28).

At March 31, 2009, short-term bank loans amounting to HK$158,310,000 were secured by trade
receivables of certain companies now comprising the Group and land use rights and buildings of FWHZ
(Note 28).

At September 30, 2009, short-term bank loans amounting to HK$167,930,000 were secured by trade
receivables and plant and machinery of certain companies now comprising the Group as well as land use
rights and buildings of FWHZ and restricted bank deposits (Note 28).
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24 Trade and other payables

As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HK$’000 HK$'000
Trade payables ....cccviieeciiieciiiecee e 46,034 59,236 45,357 56,226
Other payables:
— Bills payables ....coooiiiriiiiiiieiieeieeee e 10,589 — — —
— Other PRC taxes payable .....cccccceevviiereciiieinieeciee e, 10,619 19,079 20,499 24,561
— ACCTUEd EXPENSES ..vvvieerieeiirieeeireeeeteeeesireeeeeeeeessraeeeseeas 14,325 19,893 19,259 25,058
— Receipts in advance from CustOmers........cceeecveerverrreernnens 1,877 3,143 3,117 3,442
— Other payables for construction in progress............c....... 2,251 4,481 16,944 13,394
OBNEES v s s s e s e s s ee e 1,365 1,867 1,157 805
87,060 107,699 106,333 123,486
The ageing analysis of trade payables at the balance sheet dates is as follows:
As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HKS$'000 HK$'000
CUITENT 1tttteiieeiiiieeeeeeeiiteeeeeeetteeeeeeesttaeeeeeeesssseeesesssseeeessssnnes 25,371 39,125 22,132 39,315
T = 30 dayS.ceeiniieeeiiieeerieeeeriee ettt et e e e s ar e s saraeeeees 12,549 13,279 6,825 4,765
31 = 60 dayS.uueeieiieeeeeiieeeiiee et 2,248 337 5,429 968
61 = 90 daYS.uueeiiciieeeeiieeeiee et 1,685 3,138 1,215 3,733
91 — 120 dayS.ccveeecreeereeeieeeiieeieeeireesreeeieesreesereesbeesrseesaneenes 817 600 3,801 2,181
OVEr 120 days..cccveeeeeiieeeieeeeiieeeeieeeesree e e e eveeeeareeesneeee s 3,364 2,757 5,955 5,264
46,034 59,236 45,357 56,226
The carrying amounts of trade payables are denominated in the following currencies:
As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HK$'000 HK$'000
S v e e e ee e ee e ee s ees e es e s e ees e eseee 16,530 18,656 9,554 11,305
USD ettt e e e e e e e s baa e e e e e e naaeeas 187 46 157 85
RMB ..ttt e e e e 29,317 40,534 35,646 44,836
46,034 59,236 45,357 56,226

As of March 31, 2007, 2008, 2009 and September 30, 2009, the fair values of the trade and other

payables approximate their carrying amounts.
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25 Capital reserve

The Company was incorporated in the Cayman Islands on November 11, 2009 with an authorized share
capital of HK$380,000 divided into 3,800,000 shares of HK$0.1 each. On the same date, the Company
issued and allotted 500 shares to the Founders.

As the Company was not established prior to September 30, 2009 and the Reorganization was not
completed as of September 30, 2009, for the purpose of the Financial Information, the capital reserve in
the combined balance sheets as of March 31, 2007, 2008, 2009 and September 30, 2009 represents the
combined issued share capital of the companies now comprising the Group which are incorporated in
Hong Kong and are directly held by the Founders, net of costs incurred for proposed issuance of new
shares.

26 Statutory reserve and exchange reserve
Nature and purpose of reserves
(i)  Exchange reserve

The exchange reserve comprises all foreign exchange differences arising from the translation of the
financial statements of a subsidiary in the PRC, FWHZ. The reserve is dealt with in accordance with the
accounting policies set out in Note 2.

(i)  Statutory reserve

In accordance with the relevant regulations and the articles of association, the company incorporated in
the PRC, FWHZ, is required to allocate at least 10% of its after-tax profit according to PRC accounting
standards and regulations to the statutory reserve until such reserve has reached 50% of registered
capital. Appropriations to the enterprise expansion fund and staff welfare and bonus fund are at the
discretion of the board of directors of FWHZ. These reserves can only be used for specific purposes and
are not distributable or transferable in the form of loans, advances, or cash dividends. During the years
ended March 31, 2007, 2008 and 2009, appropriations to the statutory reserve amounted to
approximately HK$19,971,000, HK$23,352,000, HK$6,677,000 respectively. During the six months
ended September 30, 2008 and 2009, no appropriations were made to the statutory reserve as
appropriations were not required at interim periods.
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27 Note to the combined cash flow statements

Reconciliation of profit before income tax to net cash generated from operations

Six months ended

Year ended March 31, September 30,
2007 2008 2009 2008 2009
(Unaudited)
HK$'000 HK$'000 HK$'000 HK$’000 HK$'000

Profit before income taX ........cococveeeeeevinveeeeeeennnen. 216,686 250,717 200,327 120,266 124,889
Adjustments for:
— (Gain)/loss on disposals of property, plant

and EqUIPMENT ..vveeruvieeeeieeeeireeeeieeeeereeeseeeeenns (25) (185) 5,459 5,255 (298)
— Amortization of land use rights......c.ccceeueeneen. 417 443 479 231 240
— Depreciation of property, plant and

EQUIPIMENTE 11veeutieeureeereeereesrreesseeesseessseesseesseenes 27,659 29,418 32,751 15,230 23,158
— Provision for impairment of trade

FECEIVADIES i 1,755 1,451 2,308 2,026 1,811
— Provision for impairment of deposits and

prepayments to SUPPLErS......eeeeeecveeriveereeerieenns 477 639 2,970 — —
— Direct write off of trade receivables ................ 78 313 539 — —
— Direct write off of deposits and prepayments

£O SUPPLIETS wevverieiieiieeeite et — 10 3,895 1,354 —
— FINance CoStS...uuiiiiiiiiiiniiiiiiiieee e 1,477 1,166 11,116 4,893 5,597
— INterest INCOME....cevrrrueeeereiriieeeeeerieeeeerernens (180)  (6,150) (1,927) (2,214) (774)
Operating profit before working capital

CRANEES .o ees e ses s eeseeeeesee 248,344 277,822 257,917 147,041 154,623
— INVENTOTIES vveeereeeieeseieeireesreesreeereeeveeereesanees (8,146) 31,077  (9,639) (21,213) 3,704
— Trade and bills receivables ..........ccccceevveennnnnnn. (34,385) (15,519) 41,058  (21,295) (63,925)
— Prepayments, deposits and other receivables ... (8,027) (16,883) (29,246) (12,794) 17,711
— Amounts due from related companies.............. 11,006 19,278 (15,512) 2,491 2,908
— Trade and other payables........ccceecvveeeureeneen. 20,988 14,319 (2,195) 2,689 10,670
— Amount due to a Director ......ccccvveeeeeeviuvveneenn. (168,967) (75,545) (6,907) (14,160) (5,677)
— Amounts due to related companies.................. (5,905) (19,024) (6,077) (9,241) (1,823)
Cash generated from operations .......coceeeveerveenns 54,908 215,525 229,399 73,518 118,191
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28 Pledge of assets

During the Relevant Periods, the Group had the following pledge of assets as collateral to secure the
Group’s borrowings:

As of
As of March 31, September 30,

2007 2008 2009 2009

HK$'000 HK$'000 HK$’000 HK$'000
At net book value:

Land use rights (NOte 16) ..ccccvveeeciieeeieeeeiee e e — 20,739 20,498 20,492
Buildings in the PRC (NOte 15)..cccuuirrieeeciienieenieenveenveennnens — 67,890 87,329 196,891
Plant and machinery (Note 15) ..ccveieeiiieeeeiieenieeeeieeeeeieeenn — — — 417,368
Trade receivables (INOte 19) ...cciiieciiiieeiieeiiiiee e — 45,705 39,352 53,043
Restricted bank deposits (NOte 21) .ocvevrcveercreerreenieenieennnenn — — — 9,294

— 134,334 147,179 697,088

Borrowings totaling HK$141,297,000, HK$212,242,000 and HK$281,363,000 were secured by
personal guarantees provided by a Director and corporate guarantees by certain companies now
comprising the Group as of March 31, 2008, 2009 and September 30, 2009 respectively.
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29 Financial instruments by category

Assets per combined balance sheets

Trade and bills receivables ..........ccceeeuneenns
Other receivables ......cocceevvieeiiernieenniiennnen.
Amounts due from related companies.........
Cash and cash equivalents.........c.ccccuveeeneee.
Restricted bank deposits .......ccceeevvveeennen.

Liabilities per combined balance sheets

Trade and other payables...........ccccuveen.eee.
Short-term bank borrowings........c.ccceeuneee.
Long-term bOrrowings .......cceeeeveeeeevveeennnnen.
Amounts due to related companies ............
Amount due to a Director.....cceevverrveerueenns

30 Operating lease commitments

Loans and receivables

As of
As of March 31, September 30,

Note 2007 2008 2009 2009
HK$'000  HK$'000  HK$'000 HK$°000
............ 19 190,474 219,634 178,105 241,795
............ 20 2,144 3,762 20,337 27,224
............ 33(b) 8,889 9,081 29,637 28,355
............ 21 38,524 176,987 52,721 66,305
............ 21 — — — 9,294
240,031 409,464 280,800 372,973

Other financial liabilities
As of
As of March 31, September 30,

Note 2007 2008 2009 2009
HK$'000 HK$'000  HK$'000 HK$°000
.............. 24 72,735 87,806 87,074 98,428
.............. 23 9,687 86,106 160,683 172,629
.............. 22 — 66,666 53,932 122,727
.............. 33 360 1,563 1,568 —
.............. 33 189,438 114,909 107,337 101,311

272,220 357,050 410,594 495,095

The future aggregate minimum lease payments under non-cancellable operating leases in respect of land

and buildings are as follows:

As of
As of March 31, September 30,
2007 2008 2009 2009

HK$'000 HKS$'000 HK$°000 HKS$'000

Not later than One Year .....ccceevrveereeiieeeniieeeeieeerieeeesiee e 2,798 4,339 4,613 4,891

Later than one year and not later than five years

. 2,102 1,872 7,662 7,126

Later than five YEars....ccveceeriieerieeenieerieesieesieesreeseeesneessneens 83 1,632 1,390 1,287
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31 Capital commitments

Contracted but not provided for:

As of
As of March 31, September 30,
2007 2008 2009 2009
HK$'000 HK$'000 HK$'000 HK$'000
31,386

— Property, plant and equipmMenNt.....c..ececveeerveeeecieeeereeeennee 2,695 277,132 67,960

Authorized but not contracted for ......cccccoevvviviiiviiiiiiiiinanes — — —

32 Contingent liabilities

In April 2009, certain subsidiaries of the Group received notices of additional assessment dated

March 30, 2009 from the Hong Kong Inland Revenue Department (“IRD”) for the year of assessment

2002/03, demanding additional profits tax payment in the aggregate amount of HK$3,840,000. Notices

of objection have been served and the IRD has granted unconditional holdover orders in respect of the

entire amount of additional profits tax demanded.

The Group was informed that the additional assessments are of protective nature and were issued to keep

the 2002/03 tax year technically open in view of the statutory time-bar. The Group was also informed

that the IRD had no specific basis in arriving at the profits assessed under the additional assessments, and

the case is still in the information collection stage. The Group is thus of the view that there is no reliable

basis for estimating, and making provision for potential tax liabilities, if any, and the corresponding

penalty and interest, if any, as at September 30, 2009.
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33 Related party transactions

(a)  The following transactions were carried out with related parties during the Relevant Periods:

Six months ended

Year ended March 31, September 30,
2007 2008 2009 2008 2009
HK$'000 HKS$'000 HK$'000 HK$°000 HK$'000
(Unaudited)

Non-continuing:
Management fee paid to Takco Limited (“Takco”)

(NOte (1) BEIOW)..veeieeieeieeieiieie ettt 1,248 1,449 1,929 660 703
Sales of goods to Quanta Paper Corporation

(“Quanta”) (Note (ii) below) ccceeevreercreerreerieeieenne, 2,342 13,225 16,116 10,999 2,979
Purchases of goods from Quanta (Note (ii) below) ...... 650 3,712 2,497 2,465 35

4240 18,386 20,542 14,124 3,717

Continuing;:

Rental expenses in respect of land and buildings paid

to E&I Development Limited (“E&I”)
(Note (ii1) DELOW).ueeeerieeeciiieeiiee e 2,394 2,394 2,394 1,197 1,500

Rental expenses in respect of land and buildings paid

to China Gold Industries Ltd (“China Gold”)
(Note (ii1) DEIOW).cceevurrieeeieeirreiee et 984 984 984 492 492

3,378 3,378 3,378 1,689 1,992

Notes:

(i)

The amounts represented management fee paid and payable to Takco, an associate of the Group, for provision of management
services for packing stations for the years ended March 31, 2007, 2008 and 2009. Takco Limited was a party to the two
tenancy agreements entered into between the Hong Kong Government and Takco Limited in relation to the packing stations
located in Hong Kong. The management fee is charged on a reimbursement basis. As one of the tenancy agreements relating to
the above two packing stations expired on July 9, 2009 and the other one will expire on July 2, 2010, the transactions with
Takco will be discontinued upon the expiry of the tenancy agreement which will expire on July 2, 2010. Takco was disposed to
an independent third party on August 5, 2009 as part of the Reorganization as discussed in note 1(b), hence it was not
considered as a related party since August 5, 2009.

These represented the sales and purchases of recovered paper and tissue paper products to and from Quanta, a company with a
common director of the Company, Mr. Leung Kai Kuen. These transactions were conducted based on prices mutually agreed
between both parties and were discontinued as of the date of this report. Mr. Leung Kai Kuen resigned as a Director of Quanta
on September 30, 2009 with immediate effect.

(iii) These represented the rental expenses for leasing of office space and directors’ quarters paid to E&I and China Gold,

respectively. The controlling shareholders of E&I are the son and daughter of Mr. Leung Kai Kuen. The controlling
shareholder of China Gold is also one of the Founders of the Group. The rental expenses were charged at pre-determined rates
mutually agreed between both parties.

(iv) Key management personnel are deemed to be the members of the Board of Directors of the Company which has responsibility

for planning, directing and controlling the activities of the Group. Key management compensation during the Relevant Periods
is disclosed in Note 14.

During the Relevant Periods, certain of the Group’s banking facilities were secured by personal guarantees given by a Director
and corporate guarantees by certain companies now comprising the Group. Details are set out in note 28. Such guarantees will
be fully released upon the listing of the Company’s shares on the Stock Exchange and replaced by corporate guarantees and/or
security of assets of the Group.
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All the transactions with related parties were entered into in accordance with terms agreed by the
relevant parties.

(b)  Year-end balances with related parties

The amounts due from/(to) related companies and a Director were denominated in HKS$. The balances
are unsecured, interest-free and repayable upon demand. The carrying values of these balances
approximate their fair values.

Amounts due from related companies are disclosed as follows:

As of
As of March 31, September 30,
Name Relationship 2007 2008 2009 2009
HK$'000 HK$'000 HK$'000 HK$'000
China Gold.....cccveeeevieerieenee, Controlling shareholder is
one of the Founders of the
Group 304 304 64 66
E&I oo Controlling shareholders
are the son and daughter of
Mr. Leung Kai Kuen 868 1,058 480 501
Fook Woo Paper Company
Limited (Note iii) ...eeeeeennnen.. Common director,
Mr. Leung Kai Kuen 7,610 7,610 — —
Lai Wah .oocoiiiiieeeieeeeeeee Sole proprietor is
Mr. Leung Kai Kuen, a
Director of the Company 107 109 119 119
Takco (Note i and iii) ...vvvveeeeees Common director,
Mr. Leung Kai Kuen — — — 285
Hoi On (Note i and iii) .....ue...... Controlling shareholder is
one of the Founders of the
Group — — — 25
Quanta (NOLe 111) uuvuerererrerernens Common director,
Mr. Leung Kai Kuen — — 28,974 27,359

8,889 9,081 29,637 28,355
Provision for impairment of
receivables.....coevierieinieinninnns — — — —

Totaleeeeereeeeeeeee e 8,889 9,081 29,637 28,355
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The information relating to the amounts due from related companies, disclosed pursuant to Section 161B

of the Hong Kong Companies Ordinance, is as follows:

Maximum amount outstanding during

Year ended March 31,

Six months ended
September 30,

Name 2007 2008

2009

2008 2009

HK$'000 HK$'000 HKS$000

HKS$'000 HK$'000

(Unaudited)

304 304 304 304 66

868 1,420 1,058 1,058 501
Fook Woo Paper Company Limited......cccceervercreennnens 7,610 7,610 7,610 7,610 —
Lai Wah.oooooooiiiiieeee s 107 110 205 205 119
10 S T — — — — 285
HOT ONleeiiiiiiiiiiieeieiceeeeeerreeeere e e — — — — 25
QUANTA teiiiiiiiiiiiiiieeee e e e eeeeeererraiisrseeeeeeeeeeeeesesssannnnnnnns 2,223 — 28,974 16,974 28,974

Amounts due to related companies and a Director are disclosed as follows:

As of March 31, September 30,
Name 2007 2008 2009 2009
HK$’000 HK$000 HK$000 HK$'000

Related companies:
QuAanta (INOLE 111) veverererieeeeereeiieirirrrrereeeeeeeeeeeeeeessssssssnnnnenens 293 1,170 — —
10 S0 N 67 393 1,568 —

360 1,563 1,568 —
A Director:
Mr. Leung Kai Kuen (NOe 11) ceccuuumeeeeeieeeiieieeeeeeeeneeeeeenes 189,438 114,909 107,337 101,311
TOtAl e e 189,798 116,472 108,905 101,311

Note i: As part of the Reorganization (Note 1(b)), Hoi On and Takco were disposed on August 5, 2009 to one of the Founders of
the Group and an independent third party respectively and hence Takco was not considered as a related party to the Group

since then. No material cash inflow/outflow resulted from these disposals.

Note ii: The amount due to a Director as at September 30, 2009 to the extent of HK$100,000,000 has been settled by issuance of
new shares of the Company as part of the Reorganization of the Group which has been completed after the Relevant
Periods (Notes 1(b) and 34)). The remaining balance of HK$1,311,000 was fully settled as of the date of this report.

Note iii: Up to the date of this report, these balances were fully settled.

34 Subsequent events

The following events took place subsequent to September 30, 2009:

(a)  On November 11, 2009, the Company was incorporated in the Cayman Islands with authorized
share capital of 3,800,000 shares of HK$0.10 each and issued share capital of 500 shares of

HK$0.10 each.
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(b)

On February 21, 2010, the Group entered into a sale and purchase agreement with the Founders
for the acquisition of the entire issued share capital of FW Int in consideration of 8,375 shares
issued by the Company to the Founders.

On February 21, 2010, 1,125 shares were issued for settlement of the shareholder’s loan of
HK$100,000,000.

The banks have agreed in principle that all personal guarantees and securities provided by a
Director of the Company will be released or replaced by guarantees or other securities from the
Company and/or its subsidiaries upon listing of shares of the Company on Main Board of the Stock
Exchange.

On February 4, 2010, the Group won the bid in respect of certain land use rights for which the
Group did not previously possess the required title certificates through a bid invitation, auction or
quotation (“BAQ?”) procedures as required under the relevant regulations in the PRC and the
Group has paid the land premium of RMB13,520,000 (approximately HK$15,364,000) to obtain
these land use rights.

In March 2010, certain subsidiaries of the Group received notices of additional assessment dated
March 15, 2010 from the IRD for the year of assessment 2003/2004, demanding additional profits
tax payment in the aggregate amount of HK$7,700,000. The Group was informed that the
additional assessments are of protective nature and were issued to keep the 2003/04 tax year
technically open in view of the statutory time-bar. The Group was also informed that the IRD had
no specific basis in arriving at the profits assessed under the additional assessments, and the case is
still in the information collection stage. The Group is thus of the view that there is no reliable basis
for estimating, and making provision for potential tax liabilities, if any, and the corresponding
penalty and interest, if any, as at the date of this report (Note 32).

Subsequent financial statements

No audited financial statements have been prepared for the Company and its subsidiaries in respect of

any period subsequent to September 30, 2009. In addition, no dividend or distribution has been declared,

made or paid by the Company or its subsidiaries in respect of any period subsequent to September 30,

2009.

Yours faithfully,

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong
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