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NEEF
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CHAIRMAN'S STATEMENT
ERE®RE

On behalf of the Board of Directors of Tonic Industries
Holdings Limited (“the Company”), | am pleased to
present to you the Company’s annual report and financial
statements for the financial year ended 31 March 2011
(the "“Year").

CONDITIONS IN THE YEAR

The Year was a tumultuous one for the Company from
the organizational viability standpoint. Management and
staff have worked hard to overcome difficult operating
conditions . They accomplished missions of several
difficult tasks, including but not limited to production
facility consolidation, cost rationalization in the remaining
operations as well as preparations for the capital and
group reorganization.

COMPLETION OF RESTRUCTURING AND

CREDITOR SCHEME

As stated in various Company announcements made
in 2010, the month of December 2010 marked the
completion of the Group Reorganization, Capital
Reorganization as well as the Creditor Scheme that was
arranged and approved by courts in both Hong Kong and
the Cayman Islands. This represented a remarkable time
in turning the Company from a negative asset value of
HKD423 million to a positive asset value of HKD59 million
attributable to equity holders. This was made possible by
a capital reconstruction plan executed in December 2010
which has a result of spinning off of various loss-making
subsidiaries and significant debt elimination.

With the successful completion of the restructuring and
the introduction of the new management team, the
Board is confident that the Group would be restored
to a healthier financial position by stabilizing existing
operational sectors and to position itself in exploring into
new business development opportunities as well.
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CHAIRMAN'S STATEMENT
EERE

BUSINESS STRATEGY AND PLAN

While the Group will focus on the domestic market
and continue to develop high-end set top boxes, the
Board will, from time to time, explore into new business
initiatives that will bring added value to the Group.
Further business opportunities are under thorough
study, and once materialized, will represent business
diversification that will mitigate risks associated with any
stand alone business/product line. Announcement of such
business opportunity will be made as soon as practicable.

FINAL DIVIDEND

The Board does not recommend payment of a final cash
dividend in respect of the year ended 31 March 2011.

APPRECIATION

On behalf of the Board, | wish to thank the management
and staff for their hard work in confronting and
overcoming the difficulties the Group was facing during
the Year. My thanks also go to our customers, business
partners, bankers and the staff for their unfailing support
during the Year and would appreciate your continued
support in the future.

To our shareholders, | thank you for your continued
support and in approving the major changes which have
put the Company on more solid ground to face future
challenges.

Dr. So Shu Fai
Chairman

Hong Kong, 28 June 2011
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

EERGENEEAERBE

EXECUTIVE DIRECTORS

Dr. So Shu Fai, aged 60 , joined the Company as
an executive director and chairman of the Executive
Committee on 11 December 2010 and was elected
Chairman of the Company on 31 December 2010.

Dr. So is an executive director of SJM Holdings Limited
(listed on the Stock Exchange) and is currently the
Chairman of Shenzhen Super Perfect Optics Limited. He
is an independent non-executive director of SHK Hong
Kong Industries Limited (formerly known as Yu Ming
Investments Limited) (listed on the Stock Exchange), a
director of the Euronext Lisbon listed Estoril Sol, SGPS,
S.A., and the chairman of the board of directors of
MACAUPORT - Sociedade de Administracao de Portos,
S.A.. Dr. So was an executive director of Shun Tak
Holdings Limited (listed on the Stock Exchange) from
1991 to 2009.

Dr. So is a member of the 11th National Committee of
the Chinese People’s Political Consultative Conference
("CPPCC"), a member of the Committee of Foreign
Affairs of the National Committee of CPPCC, a consultant
to the Committee for Liaison with Hong Kong, Macau,
Taiwan and Overseas Chinese of the Beijing Municipal
Committee of CPPCC, the honorary consul of the
Republic of Portugal in the Hong Kong SAR, as well as
a member of the Economic Development Council and
of the Cultural Consultative Council of the Macau SAR
Government.

Dr. So is the president of Clube Militar de Macau, a
member of the board of directors of The University of
Hong Kong Foundation for Educational Development
and Research, as well as a committee member of the 8th
China Federation of Literary and Art Circles.

He graduated with a Bachelor of Science degree from The
University of Hong Kong in 1973, and received a doctoral
degree in Management Studies from IMC/Southern Cross
University in 2001.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

EERSREEBAERE

Mr. Mak Bing Kau, aged 61, joined the Company as an
executive director on 11 December 2010 and is also a
member of the Executive Committee of the Company.

He joined the Hongkong Electric Co., Ltd. (“"HEC"), one
of the two power companies in Hong Kong, in 1973 and
had since held various key engineering positions in HEC,
including Chief Engineer in technical services and Acting
General Manager (Transmission & Distribution). He retired
from HEC in late 2009 and has since been appointed
as an honorary lecturer of the Electrical & Electronic
Engineering Department of the University of Hong Kong.

Mr. Mak is a Chartered Engineer, a Fellow of the
Institution of Electrical Engineers and also a Corporate
Member of the Hong Kong Institute of Engineers. He is
active in engineering and community services, including
serving as the Chairman of the UK’s Institution of
Electrical Engineers (Hong Kong Branch), an adviser
of the Electrical Engineering Department of the Hong
Kong Polytechnic University as well as a member of the
Electrical Safety Advisory Committee of the Government
of the Hong Kong Special Administrative Region.

Mr. Mak graduated from the University of Hong Kong
with a First Class Honours Bachelor of Science degree in
Electrical Engineering in 1973, and subsequently obtained
a Master of Science degree in Electrical Engineering from
the same University.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

EERGENEEAERBE

Mr. Ng Wai Hung, aged 62, joined the Company as
an executive director and a member of the Executive
Committee on 11 December 2010.

Mr. Ng is a co-founder of SAE Magnetics (H.K.) Ltd. in
1980 which began from a manufacturer of recording
heads for floppy disk drives, Mr. Ng transformed the
company to now the largest independent manufacturer
of state-of-the-art magnetic recording heads for hard disk
drives (HDD). In Dongguan where SAE’s manufacturing
facility locates, Mr. Ng has established close working
relationships with foreign investors and government
officials of the city. Furthermore, Mr. Ng plays many
active roles in community services in various institutions.
For example, he founded the Hong Kong Critical
Components Manufacturers Association (HKCCMA) in
1998, serves the business and professional communities
including the Chairman of the Science and Technology
Committee of the Asia Pacific Academy for Productivity
and Innovation, the Board of Governors of the East-West
Strategic Development Commission, and the council
member of the Better Hong Kong Foundation.

Mr. Ng graduated from the Hong Kong Technical College
in 1976, and received his MBA from the Asia International
Open University in 1993.

Mr. Lau Cheuk Lun, aged 56, joined the Company
as executive director and a member of the Executive
Committee on 11 December 2010. He is also the Chief
Financial Officer and Company Secretary of the Company.

Mr. Lau has worked in Toronto, Canada for CIBA Vision
Canada Inc. for 16 years until 2005, the most recent
post being Chief Financial Officer. In January 2006, Mr.
Lau joined Bio Treat Technology Limited, a publicly listed
company on Singapore Stock Exchange, as Chief Financial
Officer, until June 2010.

Mr. Lau is a member of both Institute of Chartered
Accountants of England and Wales as well as Hong
Kong Institute of Certified Public Accountants. He is
also a fellow of the Association of Chartered Certified
Accountants of the United Kingdom.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

EERSREEBAERE

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. PANG Hon Chung, aged 60, was appointed an
independent non-executive director of the Company on 3
September 1997.

A qualified professional accountant for many years, Mr.
Pang has long and extensive experience in the areas of
finance and business management in serving clients and
international corporations. He is a director of Genetron
Engineering Co., Limited.

Mr. Pang and is a member of both the Association of
Chartered Certified Accountants of the UK and the Hong
Kong Institute of Certified Public Accountants.

Mr. CHENG Tsang Wai, aged 55, was appointed an
independent non-executive director on 27 September
2004.

Mr. Cheng has over 32 years’ experience in the garment
industry and is a director of Vicka Limited, a well-known
sweater manufacturing company.

Apart from that, he is also the director of retail shops in
Hong Kong and China; “Man Wah Watch” & “CuteTime
Watch”, and chain retail stores of an international kid’s
brand “Give Me Five".

Dr. CHUNG Hing Wah, Paul, aged 65, joined the
Company as an independent non-executive director on 26
June 2006.

Dr. Chung has over 38 years' experiences with public
service in administration, operation, discipline, nursing
and management. He also has over 19 years’ experiences
in training and development and management
consultancy with various local and PRC Mainland providers
and corporations. Apart from serving as consultant or
principal consultant of many major local and PRC training
providers, he is also the director and principal consultant
of PC Consultancy Ltd.

Dr. Chung holds a Doctor of Business Administration
degree.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

EERGENEEAERBE

SENIOR MANAGEMENT

Mr. LING Siu Man, Simon, aged 61, founder of the
Company in 1976, was appointed an executive director
of the Company on 30 May 1997 assuming the positions
of the Chairman and Managing Director of the Company
until his resignation from the Board on 31 December
2010.

With his over 33 years’ experience in the electronics
industry in Hong Kong he is now a director of certain
major subsidiaries of the Company responsible for the
design, manufacturing and marketing and sales of the
electronic products of the Group.

Mr. WONG Ki Cheung, aged 61, first joined the
Company in 1976 and was appointed an executive
director on 30 May 1997 until his resignation from the
Board on 31 December 2010.

With his over 33 years' experience in the electronics
component industry, he is now a director of certain major
subsidiaries of the Company and responsible for the
purchasing and materials control functions.

Mr CHONG Chi Wah, aged 49, joined the Group in
January 2010 and is director of certain major subsidiaries
of the Group responsible for the trading business and
treasury functions of these subsidiaries.

Mr. Chong has over 25 years’ experience in auditing,
accounting, finance and business management. He is
currently an independent non-executive director of Sijia
Group Company Limited and China Solar Energy Holdings
Limited, both of which are listed on the Main Board of
the Stock Exchange.

Mr. Chong graduated from the Hong Kong Polytechnic
(now known as Hong Kong Polytechnic University) with a
Diploma in Management Studies in 1991 and graduated
from University of San Francisco of the United States
with a Master degree in Business Administration in 1997.
He is a Fellow member of The Association of Chartered
Certified Accountants of the UK, Associate member of
Hong Kong Institute of Certified Public Accountants,
Associate member of The Institute of Chartered
Secretaries and Administrators of the UK Associate
member of The Hong Kong Institute of Companies
Secretaries.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEREFN WD

THE GROUP REORGANISATION, CAPITAL
REORGANISATION AND CREDITOR
SCHEME

The Year under review was one which the Group
took bold steps to overcome the many difficulties the
Group was facing since the global financial crisis in
2008. During the year under review, the Company
successfully completed the major exercises of the group
reorganization, capital reorganization and a creditor
scheme. The details are as contained in the circular dated
28 June 2010 to shareholders of the Company.

The initiatives received (i) shareholders’ approval at the
extraordinary general meeting of the Company held
on 26 July 2010, (ii) creditors’ approval on 28 October
2010 and, finally (iii) the approval of the Grand Court of
the Cayman Islands and Hight Court of the Hong Kong
Special Administration Region on 16 November 2010 and
26 November 2010, respectively.

With the completion of the group reorganization, capital
reorganization and the creditor scheme in early December
2010 and also the introduction of a new executive
board since 1 January 2011, the Company is in a better
position to strengthen its operations, to enhance cost-
effectiveness, and to explore new business initiative in the
foreseeable future.

BUSINESS DEVELOPMENT

The Directors are optimistic that the present policy of
strengthening the Group’s domestic sales while, at the
same time, exploring new business initiatives, particularly
those with potential synergy, for widening the Group's
horizon, will progressively improve the turnover and
profitability of the Group in the foreseeable future.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEBNWR DN

LIQUIDITY AND FINANCIAL RESOURCES
As at 31 March 2011, the net assets value of the Group
attributable to equity holders of the Company amounted
to approximately HK$58.51 million (2010: net liabilities
of approximately HK$423.31 million). This represents a
remarkable turnaround from a year ago and has been
the direct result of the capital reorganization completed
in December 2010 after the elimination of various loss-
making subsidiaries as well as significant debts.

As at 31 March 2011, the trade receivable balance was
approximately HK$9.80 million (2010: HK$0.83 million
(after impairment)). All trade receivables were on 30 to
90 days credit terms with strict control to minimize credit
risks.

As at 31 March 2011, the Group's aggregated borrowings
were approximately HK$268.52 million (2010: HK$408.71
million). The big drop has resulted mainly from the
elimination of debts through the creditor scheme.

The Group is not exposed to material currency fluctuation
as the Group’s RMB receipt from domestic sales could
offset RMB expenses in the PRC.

EMPLOYEE RELATIONS

As of 31 March 2011, the Group had 320 (2010:195)
employees in Hong Kong SAR and on the mainland of the
People Republic of China.

Upon implementation of the group reorganization and
business restructuring, the Group’s total expenses on
salaries, wages and allowances for the year ended 31
March 2011 downscaled to approximately HK$16.80
million (2010: HK$80.6 million). Employees’ remuneration
packages are generally structured by reference to market
conditions, individual qualifications and performance. In
addition to basic salary payment, other benefits offered to
employees include contributions to mandatory provident
fund, group medical insurance and group personal
accident insurance.
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REPORT OF THE DIRECTORS

ESTHRE

The Directors present their report and the audited
financial statements of the Group for the year ended 31
March 2011.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment
holding. The subsidiaries are engaged in the
manufacture, processing and trading of consumer
electronic products and related components. There were
no significant changes in the nature of the Group’s
principal activities during the year.

Details of the principal activities of the Company’s
subsidiaries are set out in note 20 to the financial
statements.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 March 2011
and the state of affairs of the Company and of the Group
as at that date are set out in the financial statements on
pages 40 to 126.

The directors do not recommend the payment of any
dividend in respect of the year.

RESERVES

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

DISTRIBUTABLE RESERVES

In the opinion of the directors, the Company’s reserves
available for distribution represent the share premium
account, contributed surplus and retained profits. At 31
March 2011, the Company did not have reserves available
for cash distribution and/or distribution in specie.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest customers in aggregate
accounted for approximately 89% of the total revenue
of the Group and the largest customer accounted for
approximately 27% of the total revenue of the Group.

Purchases from the Group’s five largest suppliers in
aggregate and the largest supplier accounted for
approximately 44% and 22% of the total purchases for
the year, respectively.

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

FIVE-YEAR FINANCIAL SUMMARY

A summary of the published results, assets and liabilities
of the Group for the last five financial years, as extracted
from the audited financial statements and restated/
reclassified as appropriate, is set out on page 127. This
summary does not form part of the audited financial
statements.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and
equipment of the Group during the year are set out in
note 19 to the financial statements.

SHARE CAPITAL AND SHARE OPTIONS
Details of movements during the year in the Company’s
share capital and the share options are respectively set
out in notes 32 and 33 to the financial statements.

PRE-EMPTIVE RIGHTS

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

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

Executive directors:

Dr. SO Shu Fai (Chairman) (appointed on 11 December 2010)
Mr. MAK Bing Kau (appointed on 11 December 2010)

Mr. NG Wai Hung (appointed on 11 December 2010)

Mr. LAU Cheuk Lun (appointed on 11 December 2010)

Mr. LING Siu Man, Simon (resigned on 1 January 2011)
Mr. Wong Ki Cheung (resigned on 1 January 2011)

Ms. Li Fung Ching, Catherine (resigned on 1 January 2011)

Independent non-executive directors:
Pang Hon Chung

Cheng Tsang Wai

Chung Hing Wah, Paul

In accordance with Article 116 of the Company’s articles
of association, Mr. Pang Hon Chung will retire by rotation
and, being eligible, will offer himself for re-election at the
forthcoming annual general meeting of the Company.

The terms of office of the non-executive directors are for
periods of three years except for Mr. Pang Hon Chung
who is not appointed on a fixed term. However, all non-
executive directors will retire by rotation at least once
every three years in accordance with the Company’s
articles of association.

The Company has received annual confirmations of
independence from Mr. Pang Hon Chung, Mr. Cheng
Tsang Wai and Dr. Chung Hing Wah, Paul, and considers
them to be independent as at the date of this report.

DIRECTORS’ BIOGRAPHIES

Biographical details of the directors of the Group are set
out on pages 6 to 9 of the annual report.
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DIRECTORS SERVICE CONTRACTS

Executive directors Mr. Ling Siu Man, Simon, Mr. Wong
Ki Cheung and Ms. Li Fung Ching, Catherine were
appointed to the board with a service contract. These
service contracts had expired on 1 January 2011 upon
their resignation as directors of the Company.

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

DIRECTORS' REMUNERATION

The directors’ fees are subject to shareholders’ approval
at general meetings. Other emoluments are determined
by the Company’s board of directors with reference to
the directors’ experience, duties, responsibilities and
market conditions and the results of the Group.
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DIRECTORS’ INTERESTS AND

SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

At 31 March 2011, the interests of the directors in
the share capital of the Company and its associated
corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")), as
recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”), were as
follows:

EESRECROREEROERZR
RE

RZZE——F=ZA=+—08 EERARFAR
HRAE(EEREHFRAEED([FH R
BB EXVER) Z AT - EHBELENAR
RIREBES RS ENEIERERFE 2B
it BARE EMBITAZETETESF R HHIRLE
SAN(MZESFRI D ARITHE AR REBHA
RBABRAR([HRZAT]) ZHEZIAT

Long positions in ordinary shares of the Company: AAFEERZFE :
Percentage of
the Company'’s
Number of issued share
ordinary shares capital
Name of director Nature of interest held EERDNTCBIT
EERA ERME S EREE BABSEH
So Shu Fai Through controlled 739,164,898 69.18
iy corporation (Note)
SRR FEA ()
Cheng Tsang Wai Personal 162,600 0.02
B2 &A
739,327,498 69.20

Note: These shares were held by Skill China Limited, which is controlled
by Fortune Alliance Limited and in turn controlled by Jointprofit
Limited, which is beneficially wholly owned by Dr. So Shu Fai, an
executive director of the Company. Skill China Limited, Fortune
Alliance Limited and Jointprofit Limited are companies incorporated
in the British Virgin Islands.

Save as disclosed above, as at 31 March 2011, none of
the directors had registered an interest or short position
in the shares, underlying shares or debentures of the
Company or any of its associated corporations that was
required to be recorded pursuant to Section 352 of the
SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

M ZERMAELERATNE  BRARAAHBESE

EBRAFES - M AR R RITESHEED

Bu2ABE 6B ERARIRRIES] - EFRARA

Al BEEEERAFAREDBRATHANRBEREL
BBEMKLz AA]

BREXEBEEIN R_FT——F=A=1+—8"
BEEHMER AR B S EEIEBER 2 B0
RN RESFT - HEAREESIAR GRS
FE3521GMTEPTRCER - HRBRETRIZASTTH
BARBI NIRRT SRR ©

—E——FFHR RHIBEZERBERLF 17



REPORT OF THE DIRECTORS

EEERE

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Apart from as disclosed under the heading “Directors’
Interests and Short Positions in Shares and Underlying
Shares” above and in the section “Share Option Scheme”
below, at no time during the year were rights to acquire
benefits by means of the acquisition of shares in, or
debentures of, the Company granted to any directors or
their respective spouses or minor children, or were any
such rights exercised by them; or was the Company, its
holding company or any of its subsidiaries a party to any
arrangement to enable the directors to acquire such rights
in any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS
OF SIGNIFICANCE

Save as disclosed in note 38 to the financial statements,
no contract of significance to which the Company, its
holding company, or any of its subsidiaries was a party
in which any director had a material interest, whether
directly or indirectly, subsisted at the end of the year or
any time during the year.
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SHARE OPTION SCHEME

The Company operated a share option scheme (the
“Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the
success of the Group’s operations. The Scheme expired
on 16 October 2007 and all remaining options granted
but not exercised lapsed on 9 April 2010. As at 31 March
2011, there was no share options outstanding. Further

BT E

details of the Scheme are disclosed in note 33 to the

financial statements.

The following table discloses the movements in number

of the Company’s share options during the year:

AABREBEES([ZTE])  SEAGY
AEBEBRAEHRERNAERSEALRMH
RENRE - ZHEER
B - MERRT 2B RBERARTTE 2 BRE
ERZZF-FFHANARRK - R-T——F=
A=1+—8  BEBBRERHRITE - &t 828
— BN B IRKME3S -

—ETEE+TATRA

TREEARBBEESENFANEE

Closing price
of share
immediately
At before date
At Lapsed 31 March Exercise of grant
1 April 2010 during 2011 Date Exercise price RERS
R-E-8% theyear R=Z——F of grant® period  per share@ A
MA—-B FREX¥ =ZA=t+-8 Rt g Ho T8 BROKEE? ZRHKTHE
HK$ HK$
ik B
Directors Bz
Ling Siu Man, Simon (Note 3) DX (HEE3) 15,000,000 15,000,000 - 07-04-2000 10-04-2000 to 0.467 0.870
ZETTE 09-04-2010
MA+H —ZTTENATAEZE
—T-ZFMAANR
Wong Ki Cheung (Note 3) EHE(MH3) 2,715,000 2,715,000 - 07-04-2000 10-04-2000 to 0.467 0.870
—EZZE 09-04-2010
mA+H
Li Fung Ching, Catherine ZE S (H:3) 2,715,000 2,715,000 - 07-04-2000 10-04-2000 to 0.467 0.870
(Note 3) —EZZE 09-04-2010
mA+H
20,430,000  (20,430,000) -
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.
SHARE OPTION SCHEME (continued) BRES &)
Closing price
of share
immediately
At before date
At Lapsed 31 March Exercise of grant
1 April 2010 during 2011 Date Exercise price SR
R-B-Z& theyear R-Z——%& of grant® period  per share® A A0
mMA—B FRA¥™ ZA=t-H R o &S BROKER ZRHKTHE
HKS$ HK$
B bt
Other employees HitEg
In aggregate CED 5,025,000 (5,025,000 - 07-04-2000 10-04-2000 to 0.467 0.870
“ZETF 09-04-2010
MA+tE —ZTTEEATHEE
—Z-ZEMANA
25,455,000  (25,455,000) -
Notes: BEE

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

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

Resigned as Directors from 1 January 2011, but remain as
employees of the Group.
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SUBSTANTIAL SHAREHOLDERS' AND FTERREEMALTARS RHEE
OTHER PERSONS’ INTERESTS IN SHARES B 2 R

AND UNDERLYING SHARES

At 31 March 2011, the following interests of more than W-ZT——F=F=+—H8 ' REAQFIKE
5% of the issued share capital of the Company were %4 EISEFIE336IKBTFE 2 S LMATR
recorded in the register of interests kept by the Company & - B AR FIEEITIRAS% A LS 2 A

pursuant to Section 336 of the SFO: /(0 N
Percentage of
Number of ordinary shares held the Company's
FREERHE issued share
Capacity and nature Long Short capital
Name of interest position position EEDRBRT
L SR RERME #E KR REBDL
Skill China Limited (note 1) Beneficially interested 739,164,898 - 69.18%
EZRERLA(MET) BaEsn
Fortune Alliance Group Limited Through controlled corporation 739,164,898 - 69.18%
(note 1) mXEHAREE
pRERERAR (M)
Jointprofit Limited (note 1) Through controlled corporation 739,164,898 - 69.18%
amARAR (M) HXEAREE
Ling Siu Man(E430) Through controlled corporation 61,849,247 - 5.79%
(note 2)(FizE2) BEEHAREE
Success Forever Limited Beneficially interested 61,849,247 - 5.79%
(note 2)(FfizF2) Bign
Notes: M e

1. These shares were held by Skill China Limited, which is controlled 1. ZEROBELARAFFE  FRARATABESE
by Fortune Alliance Limited and in turn controlled by Jointprofit BARDAES - HNE R ADRNITE EHREEE
Limited, which is beneficially wholly owned by Dr. So Shu Fai, an TEREREGZ A AR ANEHIES - FRRERR
executive director of the Company. Skill China Limited, Fortune Al BBEEERARKEHZARARIAREBEL
Alliance Limited and Jointprofit Limited are companies incorporated 3o TEa iis AvarA/NCI I
in the British Virgin Islands.

2. The entire issued share capital of Success Forever Limited, a 2. A iR 2 B B sE Ak 32 2 2 B]Success Forever Limited
company incorporated in the British Virgin Islands, is beneficially 2BEBRTRABANFNES(EET—FF1+=A
wholly owned by Mr. Ling Siu Man, a director of the Company up =B EINEEEEEER -
to 31 December 2010.

Save as disclosed above, as at 31 March 2011, no person, B EXHEEN RN_ZT——F=ZA=+—H
other than the directors of the Company, whose interests ~ WA T (EEREHNR EX[ESHF 2K
are set out in the section “Directors’ Interests and Short D RABEAR MO E=Z AR | -8 AR RIEERK
Positions in Shares and Underlying Shares” above, had M) RAARRE] 2 RO AR D FHEEIRIEEF
registered an interest or short position in the shares or N EFEEHIFEI361FB T B R ZEZLTAR -
underlying shares of the Company that was required to

be recorded pursuant to Section 336 of the SFO.
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CONNECTED TRANSACTIONS

Details of the connected transactions of the Company are
set out in note 38 to the financial statements.

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

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

SUFFICIENCY OF PUBLIC FLOAT

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

AUDITOR

Ernst & Young resigned as auditor of the Company with
effect from 4 June 2010. ANDA CPA Limited has been
appointed as auditor of the Company to fill the casual
vacancy following the resignation of Ernst & Young.
The audited consolidated financial statements of the
Company for the year ended 31 March 2009 and 2010
were audited by Ernst & Young and ANDA CPA Limited,
respectively. Save as disclosed herein, there has been no
other changes of auditor of the Company in any of the
preceding three years.

A resolution for the reappointment of the Company’s
retiring auditor, ANDA CPA Limited, will be proposed at

the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Dr. So Shu Fai
Chairman

Hong Kong
28 June 2011
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CORPORATE GOVERNANCE REPORT

N ’M\Aiﬁi

COMPLIANCE WITH CODE ON
CORPORATE GOVERNANCE

The board of directors of the Company (the “Board”)
considers that good corporate governance of the
Company is central to safeguarding the interests of
the shareholders of the Group and enhancing the
performance of the Group. The Board is committed to
ensure a high standard of corporate governance. The
Company’s corporate governance practices are based
on the principles (the “Principles”), code provisions (the
“Code Provisions”) as set out in the Code on Corporate
Governance Practices (the "CG Code”) contained in
Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules™).

The Company has a adopted its own “Corporate
Governance Handbook” since 2007 which provide
written guidelines on the corporate governance policy
of the Company for the reference and observation by
its Directors and senior management. The Corporate
Governance Handbook covers the requirements,
sometimes exceeding, as in the Code Provisions as in the
Listing Rules.

The Company has applied the Principles and the Code
Provisions and complied with the CG Code during the
financial year ended 31 March 2011, with a deviation
from the Code Provisions (i) A.2.1 requiring roles of
the chairman and chief executive officer be in different
individuals, (ii) Code Provision A.4.1 requiring non-
executive directors be appointed on specific terms
and subject to re-election and (i) A.4.2 in respect of
retirement of all directors to retire by rotation at least
once every three years.

Set out below are the status and details of compliance
by the Company of the CG Code for the year ended 31
March 2011.
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THE BOARD

Board composition

The Board has in its composition a balance of skills and
experience appropriate for the requirements of the
business of the Company. The Board has a balanced
mix Directors, i.e. four executive Directors, and three
independent non-executive Directors.

During the year the Company underwent a major
corporate reorganization, as detailed in the circular dated
28 June 2010 to shareholders of the Company, which
received shareholders’ approval at the extra-ordinary
general meeting of the Company held on 26 July 2010.
As a result, inter alia, four new executive directors were
appointed to the Board on 11 December 2010 and
three executive directors resigned from the Board on 1
January 2011. Dr. So Shu Fai took over board leadership
as Chairman of the Company and the Group on 31
December 2010.

The list of all Directors and changes thereto during the
year is set out under “Corporate Information” on page 2
and the biographies of the Directors are set out on pages
6 to 9 of this report.

The list of Directors (by category) is also disclosed pursuant
to the Listing Rules in all corporate communications issued
from time to time by the Company.

Save for the fact that Dr. So Shu Fai and Mr. Ling
Siu Man, Simon were substantial shareholders of the
Company, as defined in section 336 of the Securities
and Futures Ordinance, to the best of knowledge of the
Directors, the Board members have no financial, business,
family or other material/relevant relationship with each
other, senior management or substantial shareholders or
controlling shareholders of the Company.

During the year ended 31 March 2011, the Board at all
times met the requirements of the Listing Rules relating
to the appointment of at least three independent non-
executive directors.
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THE BOARD (continued)

Board composition (continued)

The Company has received the written annual
confirmation from each independent non-executive
Director of his independence pursuant to the
requirements of the Listing Rules. The Company
considers all independent non-executive Directors to
be independent in accordance with the independence
guidelines set out in the Listing Rules.

Board meetings

Board meetings were held at least four times during the
year roughly on a quarterly basis. Dates for regular Board
meetings are scheduled in advance to provide sufficient
time for the Directors to prepare for. Special Board
meetings were held when necessary. Notice of meeting
will be given at least fourteen days before the meeting.
Directors are consulted for matters to be included in the
agenda and Board papers will be served at least three
days before the meeting. Details of the attendance of the
Board meetings held for the year ended 31 March 2011
and up to the date of the publication of this report were as
follows:
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Attendance/
Number of Meetings
Name of Director BN HE EEHE
Executive Directors HITEF
Dr. So Shu Fai ERiE B L
(Chairman, appointed 11 December 2010) (FE RZZE—ZF+_A+—BHEZT) 171
Mr. Mak Bing Kau BRI
(appointed 11 December 2010) (RZZT—ZF+=R+—REEE) 171
Mr. Ng Wai Hung ML
(appointed 11 December 2010) (R=ZZ—ZF+-A+—HEZE) 1”1
Mr. Lau Cheuk Lun 2= Bk
(appointed 11 December 2010) (R=Z2—ZF+=-A+—HEZMT) 171
Mr. Ling Siu Man, Simon B EAE
(resigned 1 January 2011) (ﬁA T——F—A—HEHTE) 5/5
Mr. Wong Ki Cheung HEHERE
(resigned 1 January 1011) (R=F——F—F—HE§I) 5/5
Ms. Li Fung Ching, Catherine FRELZ L
(resigned 1 January 2011) (R=—FT——F—F—BEMT) 5/5
Independent Non-executive Directors BN ITEE
Mr. Pang Hon Chung ZEP LS 3/6
Mr. Cheng Tsang Wai EREEE 1/6
Dr. Chung Hing Wah, Paul EEEEL 3/6
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THE BOARD (continued)

Board meetings (continued)

Minutes of the Board, the Audit Committee, the
Remuneration Committee and the Executive Committee
have been recorded in sufficient details the matters
considered in the meetings. All the minutes are kept by
the company secretary and are open for inspection at
any reasonable time on reasonable notice given by any
Director.

Directors can access to the advice and services of the
company secretary to ensure that Board procedures, and
all applicable rules and regulations are properly followed.

In addition, all Directors are regularly updated on
corporate governance and regulatory matters. There is a
guideline for Directors to obtain independent professional
advice at the expense of the Company in the furtherance
of their duties. The Company has also arranged
appropriate director and officer liability insurance cover in
respect of legal action against its Directors.

CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

The chairman is responsible for managing the affairs of
the Board and the chief executive officer is responsible
for managing the day-to-day operation of the Company’s
business.

Code Provision A.2.1 stipulates that the roles of Chairman
and chief executive officer should be separated and not
be performed by the same individual.

Mr. Ling Siu Man, Simon occupied both positions during
the Year until 31 December 2010, starting from which
date Dr. So Shu Fai assumed the position and role of the
chairman while the position of chief executive officer has
been left vacant pending future arrangements. For the
case with Mr. Ling, the Board considers it appropriate and
necessary in the best interests of the Company and the
Group that board and executive management leadership
be in the same individual to be able to react quickly in
response to market environment and technology changes,
in particular, those the Group has been facing these
recent years.
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NOMINATION, APPOINTMENT,
RE-ELECTION AND REMOVAL OF
DIRECTORS

The Group has a formal, considerate and transparent
procedure for the appointment of new Directors to the
Board. The Group has adopted a nomination procedure
and the Board, based on the criteria established, evaluate
and select candidates for the directorships. The Board
reviews the structure, size and composition (including
the skills, knowledge and experience) of the Board on
a regular basis and make recommendations regarding
any proposed changes. The Directors identify suitable
individuals qualified to become Board members and make
recommendation on relevant matters relating to the
appointment or re-appointment of Directors if necessary,
in particular, candidates who can add value to the
management through their contribution in the relevant
strategic business areas and whose appointments will
result in the constitution of a strong and diverse Board.
The meeting of the Board regarding the nomination
of Directors shall be held at least once a year or when
necessary. In case any Director resigns from the Board,
reasons for the resignation will be disclosed in the
announcement.

Code Provision A.4.1 stipulates that non-executive
Directors should be appointed for a specific term, subject
to re-election. Except for Mr. Pang Hon Chung, an
independent non-executive Director of the Company,
all other non-executive directors have a specific term
of appointment. Under the Company’s Articles of
Association, all non-executive Directors are required to
retire by rotation at annual general meeting at least one
every three years. The Directors believe this requirement
under the Company’s articles of association accomplishes
the same objective as a specific term.

In accordance with the Company’s articles of association,
any new Director appointed to fill a casual vacancy
or as an addition to the Board should be subject to
re-election by shareholders at the first general meeting
after appointment. The four Directors appointed on 11
December 2010 are subject to retirement and re-election
at the forthcoming annual general meeting.
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NOMINATION, APPOINTMENT,
RE-ELECTION AND REMOVAL OF
DIRECTORS (continued)

Code Provision A.4.2 stipulates that every director,
including those appointed for a specific term, should be
subject to retirement by rotation at least once every three
years. However, the Company’s Articles of Association,
on the other hand, is inconsistent with the this Code
Provision in that it provides that one-third of the Directors
for the time being (save for the Chairman or managing
director or joint managing director), or if their number
is not three nor a multiple of three, then the number
nearest to but not less than one-third, shall retire from
office by rotation at least once every three years and
being eligible, offer themselves for re-election at annual
general meetings. The Board considers that the chairman
and managing director should not subject to this
retirement by rotation to ensure continuity of leadership
and stability for growth of the Company.

RESPONSIBILITIES OF DIRECTORS

The principal focus of the Board is on the overall strategic
development of the Group. The Board also monitors the
financial performance and the internal controls of the
Group's business operations.

In addition, the Board is charged with promoting the
success of the Group by directing and supervising its
affairs in a responsible and effective manner. Each
Director has a duty to act in good faith in the best
interests of the Company. The Directors are aware of their
collective and individual responsibilities to all shareholders
of the Group for the manner in which the affairs of the
Company are managed, controlled and operated.

A Director is required to keep abreast of his
responsibilities as a Director and of the conduct, business
activities and development of the Group. Non-executive
Directors have the same duties of care and skill and
fiduciary duties as executive Directors.

The functions of non-executive Directors have included
the functions as specified in the Code Provision A.5.2(a)
to (d) of the CG Code.
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DELEGATION BY THE BOARD

The Board has delegated functions that are necessary
and incidental to carry out the decision of the Board or
to facilitate the day-to-day operation of the Group in the
ordinary course of business to the senior management
and divisional heads of different units.

Major corporate matters that are specifically delegated
by the Board to senior management include execution of
business strategies and initiatives adopted by the Board,
implementation of adequate internal controls and risk
management procedures, and compliance with relevant
statutory requirements and rules and regulations.

SUPPLY OF AND ACCESS TO
INFORMATION

Directors are provided in a timely manner with
appropriate information in such form and of such quality
as will enable them to make an informed decision and to
discharge their duties and responsibilities as Directors of
the Company.

In respect of regular Board meetings, and so far
as practicable in all other cases, an agenda and
accompanying Board papers are sent in full to all Directors
in a timely manner and at least three days before the
intended date of a Board meeting.

Management is regularly reminded by the company
secretary that they have an obligation to supply the Board
and its committees with adequate information in a timely
manner to enable them to make informed decisions. The
information supplied must be complete and reliable. The
Board and each Director have separate and independent
access to the Company’s senior management for making
further enquires where necessary.
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TRAINING FOR DIRECTORS

Every newly appointed Director of the Group will receive
an information package from the company secretary on
his appointment. The package will include guidelines and
information such as:

(a) Guidelines on Directors’ Duties;

(b) Brief notes and guidelines on Code on Corporate
Governance Practices;

(c) The Group's code of conduct regarding the securities
transactions by the Directors;

(d) Brief notes and guidelines on Model Code for
Securities Transactions by Directors of the Company;

(e) The Company's Code of Conduct for Securities
Transactions by Directors of the Company;

(f) A copy of the Corporate Governance Report; and

() A copy of the Company’s Corporate Governance
Handbook.

The senior management and the company secretary
will subsequently conduct such briefing as is necessary
to ensure that the Director has a proper understanding
of the operations and business of the Group, and
the Director is aware of his obligation under statue
and common law, the Listing Rules, applicable legal
requirements and other regulatory requirements.

DIRECTOR’ SECURITIES TRANSACTIONS

The Group has adopted its code of conduct for securities
transactions by Directors on terms no less exacting
than the required standard set out in the Model Code
as set out in Appendix 10 of the Listing Rules. Having
made specific enquiry to all Directors, the Company
has confirmed that all Directors have complied with the
required standard set out in the Model Code throughout
the year ended 31 March 2011.
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REMUNERATION OF DIRECTORS

Prior to 1 January 2011 during the Year, executive
directors Mr. Ling Siu Man, Simon, Mr. Wong Ki Cheong
and Ms. Li Fung Ching, Catherine were on director’s
service agreement with the Company which set out the
relevant terms for remuneration and other benefits.
Their remuneration and benefits were determined with
reference to the job responsibilities, market conditions
and the performance of the Company. These three
executive directors resigned from the Board with effect
from 1 January 2011.

On 11 December 2011, Dr. So Shu Fai, Mr. Mak Bing
Kau, Mr. Ng Wai Hung and Mr. Lau Cheuk Lun were
appointed executive directors of the Company. No service
agreement has been signed with the executive directors.
Their respective remuneration has been determined with
reference to their experience, job responsibilities, market
conditions and the performance of the Company.

REMUNERATION COMMITTEE

The Remuneration Committee of the Board has been set
up with written terms of reference which are published on
the website of the Company. A majority of the members
of the Remuneration Committee are independent non-
executive Directors. This committee is authorized by the
Board and makes recommendations to the Board on
the Company’s policy and structure for all remuneration
of Directors and senior management. Details of the
attendance of the meeting for the year ended 31 March
2011 and up to the date of this report were as follows:
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Attendance/
Members of the Number of Meeting
Remuneration Committee FMZEESERE HE E38E
Mr. Cheng Tsang Wai (Chairman) BOERLE ) 71
Mr. Pang Hon Chung TER L A
Dr. So Shu Fai EEEE LT
(appointed 11 December 2010) (R=—ZE—TF+-B+—BEST) 11
Ms. Li Fung Ching, Catherine FRAELTL
(resigned 11 December 2010) (R=Z—ZF+=A+—HEHE) 0/0
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REMUNERATION COMMITTEE (continued)

There is a formal and transparent procedure for setting
policy and procedure for fixing the remuneration
packages of all Directors and senior management. The
Group will gather and summarize information relating
to remuneration policy and other remuneration related
matters. The Remuneration Committee will meet at least
once a year and consider the above information and
make recommendation to the Board and have access to
professional advice if necessary.

FINANCIAL REPORTING

The Board is responsible to present a balanced, clear and
comprehensible assessment of the Group’s performance,
position and prospect in the annual and interim reports.
Other price-sensitive information and financial disclosures
required under the Listing Rules and other statutory
requirements will be timely disclosed and reported.

The Directors acknowledge their responsibility for keeping
proper accounting records and preparing accounts which
give a true and fair view for the year ended 31 March
2011.

The statement of the external auditor of the Company
about their reporting responsibilities on the financial
statements is set out in the “Independent Auditor’s
Report” on pages 37 to 39.

INTERNAL CONTROL

The Board is responsible to ensure that the Group
maintains sound and effective internal controls to
safeguard the shareholders’ investment and the Group’s
assets.
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INTERNAL CONTROL (continued)

The management is responsible for the Group’s system
of internal controls and the Board is responsible for
reviewing its effectiveness of the Group’s system of
internal control and its subsidiaries at least annually.
The function of reviewing its effectiveness of the
Group’s system of internal control is delegated to Audit
Committee by the Board. The system will cover all
material controls, including financial, operational and
compliance controls and risk management functions. The
system of internal control is designed to manage rather
than eliminate the risk of failure to achieve business
objectives and can only provide reasonable and not
absolute assurance against material misstatement or loss.

The Board has regularly engaged independent
accountancy firm to conduct evaluation on the
effectiveness of the internal control system of the Group
and, in particular, certain key operating cycles were
reviewed for the year ended 31 March 2011. Based on the
report on the findings which include recommendations
for further improvement, the Audit Committee is satisfied
that the Group has operated an effective internal control
system during the year under review.
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AUDIT COMMITTEE

The Audit Committee of the Board has been set up with
written terms of reference which are published on the
website of the Company. The Audit Committee comprises
three independent non-executive Directors. Mr. Pang

BEREET
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RARAWUETE - BREE M =B LI
TESRMAK - BREZEGLFZEREERYH
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Hon Chung, chairman of the Audit Committee has the ZW%A ZEESHEFTSRE  AEENYBR
appropriate professional qualification and experience in *BE*T [RBI R EAR R RSN EE B
financial matters as required by the Listing Rules. This {% BHE_ZT——F=A=+—HILFEREZE
committee is authorised by the Board and responsible for AR BERIT 2 BREZ B @S 2 HFE %
reviewing the financial reports, internal controls principles &2 :
and for maintaining an appropriate relationship with the
Company’s auditors. Details of the attendance of the
Audit Committee meetings held during the year ended
31 March 2011 and up to the date of this report were as
follows:
Attendance/

Number of Meeting
Members of the Audit Committee EREES HEEREE
Mr. Pang Hon Chung (Chairman) YRR () 3/3
Mr. Cheng Tsang Wai HBEEE 2/3
Dr. Chung Hing Wah, Paul EEEET 3/3
The Audit Committee met with the external auditor &R @ BZZEFRINEZBENSE - 5IHEZ
during the year to discuss any areas of concern during BREFREMIEHER - EREZEGNFHRFEE
the audits. The Audit Committee reviewed the interim WERZEFSAIDETER o %V%@E@TE
and annual reports before submission to the Board. The  EIREFIBEERIEMNES) 22 @ TEEF
Audit Committee focuses not only on the impact of the &8 FTRAIREZIRE °
changes in accounting polices and practices but also on
the compliance with accounting standards, the Listing
Rules and the legal requirements.
The Audit Committee has not taken a different view TZZE @A R RINEZER 2 B2 - T -

from the Board regarding the selection, appointment,
resignation or dismissal of the Company’s external
auditor.

The Company’s annual results for the year ended 31
March 2011 have been reviewed by the Audit Committee.
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AUDITOR’'S REMUNERATION

The remunerations in respect of statutory audit and other
professional services for the year ended 31 March 2011
provided by the Company’s auditor, ANDA CPA Limited,
are as follows:

BB &
BE-2—F-A=+-BLFE FRAK
BATE M EH ARG AT BRI RE
b HERBEMEMT -

(HK$'000)
(B¥T )
Statutory audit services SEEBIZIR 559
Other professional services: HHEZRE
— as reporting accountant for
reorganisation circular —EREEBEK RS ETRD 1,100
- reviews on circular and
announcement — 2B S A 115
— tax compliance advisory services —TiEA R IR 1
Total st 1,785
EXECUTIVE COMMITTEE HITEES

The Executive Committee of the Board has been set up
with written terms of reference which are published on
the website of the Company. The Executive Committee
was formed with all Executive Directors as members. This
committee is authorized by the Board and is responsible
for monitoring the execution of strategic plans and day-
to-day operations of the business units and making
decision on matters relating to the management and
operations.

The Executive Committee regulates its meetings as they
are needed. During the year ended 31 March 2011,
because of the frequent meetings of the Directors, formal
meetings of the Committees were not held other than the
one comprising the four new executive directors.
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EXECUTIVE COMMITTEE (continued)

Details of the attendance of the Executive Committee
meetings held during the year ended 31 March 2011 and
up to the date of this report were as follows:

HITEES @)

BE-—T —#=fA=+—[ALEERBEAE
QBT RTE SRR PR ED
™~

Attendance/
Number of Meetings
Members of the Executive Committee HITEEERE HESEEE
Dr. So Shu Fai (Chairman, BB (e
appointed 11 December 2010) R-ZB-TFE+-_A+—AEZT) ”n
Mr. Mak Bing Kau BN
(appointed 11 December 2010) (R=ZZ—ZF+_A+—HEZME) 1”71
Mr. Ng Wai Hung hEHExEE
(appointed 11 December 2010) (R—Z—ZTF+-F+—AEEME) 171
Mr. Lau Cheuk Lun B PEE
(appointed 11 December 2010) (R=ZZ—ZF+-A+—BEZE) 11
Mr. Ling Siu Man, Simon EDEE
(resigned 11 December 2010) (R=Z—ZF+=A+—HEMT) 0/0
Mr. Wong Ki Cheung mHE%RAE
(resigned 11 December 2010) (R=ZT—ZF+=F+—B&T) 0/0
Ms. Li Fung Ching, Catherine FEAELZ LT
(resigned 11 December 2010) (R-Z—TF+-A+—BEE) 0/0
SECURITIES TRANSACTION BY THE EHETHEER
RELEVANT EMPLOYEES FRRAETRSS
Under the Code Provision A.5.4 of the CG Code, the iRENM¥E4TE|IZTRIEXEASLE  B=
Board has established written guidelines on no less @PHEEHITAAFBEL DUEZEETE B
exacting terms than the Model Code for relevant jpi@#<pa|r4c2| - [AES |BIENEET
employees in respect of their dealings in the Company’'s ({2 8 s 37T AW B A TSR AT 2 EEs B

securities. “Relevant employee” includes any employee
of the Group or a Director or employee of a subsidiary or
holding company of the issuer, because of such office or
employment, is likely to be in possession of unpublished
price sensitive information in relation to the Group and
its securities. Having made specific enquiry to all relevant
employees, the Company confirms that all relevant
employees have complied with the written guidelines
regarding securities transactions for the year.

CORPORATE COMMUNICATION

The Group should announce its annual results and interim
results in a timely manner before the time limits set out
in the Listing Rules. Separate resolutions are proposed
at the annual general meetings on each separate issue,
including the election of individual Directors. In addition,
procedures for demanding a poll at the annual general
meeting will be included in the circular to shareholders
dispatched together with this report.

The Group has also maintained a website of
http://www.tonic.com.hk which enables shareholders
of the Company, investors and the general public to
access to the information of the Group on a timely basis.
Financial information and all corporate communications
of the Group are made available on the Group’s website
and updated regularly.
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INDEPENDENT AUDITOR'S REPORT

B ZRENHRE

ANDA

CPA Limited
REQHMEBMBERALE

TO THE SHAREHOLDERS OF
TONIC INDUSTRIES HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
Tonic Industries Holdings Limited (the “Company”) and
its subsidiaries (collectively referred to as the “Group”) set
out on pages 40 to 126, which comprise the consolidated
and Company statements of financial position as at 31
March 2011, and the consolidated income statement,
consolidated statement of comprehensive income,
consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies
and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR

THE CONSOLIDATED FINANCIAL
STATEMENTS

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

B RIBEERARARAIIMGKRR
(REFS#HEIME L BERAA])

ARz ERED (A T T AP ) EFZENFE40E
126 B2 RNEBEEBRAERRA(ERR]) RE
MBAR (S ERE ) 2GR MIEMER o MAR
EYBRRBE_ZE——F=A=+T—RZEAS
RARMBIRRE - REEZALFEZHEAEW
#HE  HFEEERER  HEEREBRLEES
REnER  UREESTBRMEMEMERRE

EERAREMBRRAREZEE

BERARZER((EF)AARRBER LG
(BB EFMAR )BHZEEHHEREER
REBRAGHIRERTE  ®mEMEEM AT
2NGEMBHRER  RAEEERAREGEH
MR VRNBRANMEE - UHRLESKHE
RERIL (P2 REFFERREIHE) o
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INDEPENDENT AUDITOR'S REPORT

B ZEENRE

AUDITOR'S RESPONSIBILITY

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

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

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

B ZRENHRE

OPINION

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

EMPHASIS OF MATTER — GOING
CONCERN BASIS

Without qualifying our opinion, we draw attention to note
2 to the consolidated financial statements which indicates
the Group’s current liabilities exceeded its current assets
by approximately HK$71,287,000 as at 31 March 2011.
As further detailed in note 2 to the consolidated financial
statements, the Group has identified measures to improve
its financial position and certain of which have been
implemented. The Group’s ability to continue as a going
concern is dependent on the successful implementation
of these measures.

ANDA CPA Limited

Certified Public Accountants

Sze Lin Tang

Practising Certificate Number P03614
Hong Kong, 28 June 2011
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CONSOLIDATED INCOME STATEMENT

mEWamEk

AN = | ﬁ

For the year ended 31 March 2011
AR —F——F=A=1—HIFE

2011 2010
—E——F —E-TF
Notes HK$'000 HK$'000
bt et BT T BT T
Turnover EER 8 77,394 486,237
Cost of sales SHERA (75,007) (522,321)
Gross profit/(loss) EF7,(&8) 2,387 (36,084)
Other income HAUgA 9 4,590 5,675
Selling and distribution expenses HE KD HEX (897) (1,430)
Administrative expenses TR (40,315) (100,420)
Gains on equity investments at fair value /N N = F
through profit or loss 2RI E 2 Wk - 1,094
Provision for impairment of assets BERBERE (2,281) (224,832)
Provision against inventories FERE (2,516) (270,945)
Loss on auctions of sequestrated inventories A& W7 E 2 E1E - (156,000)
Gain on deconsolidation of BUH—55 R E LA
a liquidating subsidiary RAe AR W 10 243,503 -
Gain on debt restructuring B EH 2 W 11 217,108 -
Profit/(loss) from operations BERR(B518) 421,579 (782,942)
Finance costs BB 12 (33,135) (22,454)
Profit/(loss) before tax BRBATER(BR) 388,444 (805,396)
Income tax FTig®i 13 - 14,982
Profit/(loss) for the year attributable AAREREEAEN
to equity holders of the Company REERR,(FE) 14 388,444 (790,414)
Earnings/(loss) per share BREF(FB8) 17
Basic (HK cents per share) EAR(FREN) 93 (747)
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CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME
e B W &

For the year ended 31 March 2011
HE—F——F=A=+—HIFE

2011 2010
—EB——F —EB—FF
Notes HK$'000 HK$'000
Mt BT T BETT
Profit/(loss) for the year attributable KAREZFEAEN
to equity holders of the Company KEEHRR,(FE) 14,18 388,444 (790,414)
Translation differences of foreign operations IE4MNEFR 2 FEH =58 992 283
Translation differences reclassified to BB SIFTE A A
profit or loss upon deconsolidation Fa ANREBEENROH
of scheme subsidiaries £ Eapd i o (18,931) -
Surplus/(deficit) on property revaluation WMESHREG (i) 35,561 (27,384)
Deferred tax on property revaluation: MRS 2R IE -
— (Surplus)/deficit on revaluation —EH(B%),/ B (8,890) 6,901
— Release on disposal — B R ARRR - 624
Other comprehensive income/(loss) for the AREZHME2EUEA
year, net of tax (E518) » HIBRFA 8,732 (19,576)
Total comprehensive income/(loss) RATERFEAEWN
for the year attributable to equity TEEZHERA
holders of the Company (B8 4% 397,176 (809,990)
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

e BT RS AR L R

As at 31 March 2011
R=ZF——F=HA=+—H

At 31 March At 31 March At 1 April
2011 2010 2009
R-B——F RIZT-TF RIZTTNF
=A=+-H =ZR=+—H MA—H
Notes HK$'000 HK$'000 HK$'000
st BT T BT BT
(restated) (restated)
(&831) (8%1)
Non-current assets FRBEE
Property, plant and equipment W HEREE 19 227,411 400,807 703,300
Intangible assets B EE - - 10,345
Deposits for acquisition of items of  BEEWE  BEK
property, plant and equipment REEE RS - - 53
227,411 400,807 713,698
Current assets RBEE
Inventories 7E 21 7,172 1,466 353,832
Accounts receivables FEUBR 3 22 9,801 831 68,495
Factored accounts receivables USRI IR AR R - - 53,394
Prepayments, deposits and ERFE ke Rk
other receivables Hoh FE U RIS 23 2,054 935 16,418
Equity investments at fair value BRATFEFAERZ
through profit or loss AL E - - 2,592
Derivative financial instruments PTAESRIA - - 382
Due from a scheme subsidiary JEW—FTEIMBATIHIE 24 122,055 - -
Current tax assets BIEAFI B A B - 1,919 -
Cash and bank balances B NRITETT 25 8,927 30,176 36,758
150,009 35,327 531,871
Current liabilities i h=R
Accounts payables FERTER X 26 2,245 319,210 342,022
Accruals and other payables FEtBE R E M ERTRIE 27 31,038 82,249 43,548
Borrowings IER 28 186,755 408,707 330,746
Finance lease payables ENRERE 29 - 3,387 6,681
Due to directors JENEEZIA 24 1,000 629 -
Current tax liabilities BRI & 258 13,785 21,265
221,296 827,967 744,262
Net current liabilities TRBAEFHE (71,287) (792,640) (212,391)
Total assets less current liabilities EEZER B AE 156,124 (391,833) 501,307
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CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
e MR L&

As at 31 March 2011
R-F——F=[=1—H

At 31 March At 31 March At 1 April

2011 2010 2009

R=B——§ RZT-TF RITTNF
=ZA=+—-B Z=ZA=+—H mA—A

Notes HK$'000 HK$'000 HK$'000
Hist BT BT AT

Non-current liabilities *RBERE

Borrowings (=3¢ 28 81,765 - 61,144

Deferred tax liabilities ELERBEEE 31 15,844 31,477 53,483
97,609 31,477 114,627

NET ASSETS/(LIABILITIES) BEFE/(AEFH) 58,515 (423,310) 386,680

Capital and reserves BRK#E

Share capital [E%N 32 10,685 105,789 105,789

Reserves s 34(a) 47,830 (529,099) 280,891

TOTAL EQUITY AR 58,515 (423,310) 386,680

Approved by the Board of Directors on 28 June 2011

Dr. So Shu Fai
BEEEL

Director

EF

KEFGN _T——FXA-TN\BiE

Lau Cheuk Lun
2 = B

Director

EF
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STATEMENT OF FINANCIAL POSITION

B #E iR R Rk

As at 31 March 2011
KoF——F=f=+—A

2011 2010
—ZT——F —E-FF
Notes HK$'000 HK$'000
Kiat BT T BT T

Non-current assets ERBAR
Investments in subsidiaries RB AR 2 IRE 20 10 -
Current assets REBEE
Prepayments, deposits and TERFRIE - Re Rk

other receivables H b e R IE 100 -

100 -
Current liabilities REBAR
Accruals and other payables JERTAEREM RN A 1,516 579
Financial guarantee liabilities BIEERAE 30 - 157,795
Due to subsidiaries JEASE B BB 2 B 3B 20 4,572 411
6,088 158,785

Net current liabilities REBEEFEHE (5,988) (158,785)
NET LIABILITIES a8EFE (5,978) (158,785)
Capital and reserves EXRR#E
Share capital N 32 10,685 105,789
Reserves s 34(b) (16,663) (264,574)
TOTAL EQUITY R (5,978) (158,785)

Approved by the Board of Directors on 28 June 2011

Dr. So Shu Fai
BEEEL

Director

EZE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

mEERSER

For the year ended 31 March 2011
HE—F——F=A=+—HIFE

Attributable to equity holders of the Company

KAREREEARS
Foreign Retained
Property currency profits/
Share revaluation translation (accumulated
Share premium Contributed reserve reserve losses)
capital account reserve  MIEEfE  SMERE  REEN/ Total
BE RGEEER BARE ik wE (RRER) @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT  B%TFrT  BETT BMTrx BETT  BMTT  A%TR
At 1 April 2009 RZZZNEFNA—A 105,789 71,388 280 97,711 7,180 104,332 386,680
Total comprehensive loss for the year ENPHEELE - - - (19,859) 283 (790,414) (809,990)
Reclassification upon disposal of properties HE¥ZE%EHHHE - - - (3,784) - 3,784 -
At 31 March 2010 and RZE-FF=R=+-H
1 April 2010 k=Z-TFMA-H 105,789 71,388 280 74,068 7,463 (682,298) (423,310)
Total comprehensive income for the year &R 2EKALHE - - - 26,671 (17,939) 388,444 397,176
Reclassification upon BB ARlGA AR
deconsolidation of subsidiaries Exipgs] - - - (57,316) - 57,316 -
Capital reorganisation: BARER
- capital reduction — BB (104,731) - 104,731 - - - -
~ issue of shares — %R 9,627 75,022 - - - - 84,649
- share premium cancellation —HERDEE - (71,388) 71,388 - - - -
- set-off accumulated losses
against contributed reserve -ZRERREMARE - - (176,399) - - 176,399 -
At 31 March 2011 W=Z-—F=fA=1+-H 10,685 75,022 - 43,423 (10,476) (60,139) 58,515
“E-—FFHR RHOIBEERBRAT 45



CONSOLIDATED STATEMENT OF CASH FLOWS

RERERER

For the year ended 31 March 2011
AR —F——F=A=1—HIFE

2011 2010
—2--§ —T-TF
Notes HK$'000 HK$'000
et BETT AT
Cash flows from operating activities REEXBCHERE
Profit/(loss) before tax: BREATES(E18) - 388,444 (805,396)
Adjustments for: BRFIBIEFE -
Finance costs BE KA 33,135 22,454
Bank interest income RITHLEHA (5) (71)
Dividend income from listed investment EmRE ZBRBRA - (167)
Loss on disposal of items of HEWE  BE
property, plant and equipment HIEEE 2 ER - 43,083
Gains on equity investment at fair value BAFEFABRZ
through profit or loss, net PR AIR & W an 5 - (1,094)
Gains on derivative financial instruments, net TESRIAREFE - (464)
Depreciation e 17,886 41,216
Provision against inventories FEEE 2,516 270,945
Loss on auctions of sequestrated inventories MEWNRFEE 2 EE - 156,000
Amortisation of software
development costs and trademarks PR R IR 8 - 55
Amortisation of deferred development costs TR R AN 5 - 5,577
Provision for impairment of assets BERERE 2,281 224,832
Gain on deconsolidation of BUE—REBIBRF
a liquidating subsidiary e ARz 10 (243,503) -
Gain on debt restructuring BER B Yias 11 (217,108) -
Operating loss before working LEERSEHRZ
capital changes IR (16,354) (43,030)
Change in inventories FE® (8,222) (74,579)
Change in accounts receivables e R R (8,970) 34,954
Change in factored accounts receivable JEUART R IRBR TR - 33,703
Change in prepayments, deposits BRFIE - RE K
and other receivables Hoth e e (1,434) 4,684
Change in accounts payables JERTBR R 384 (21,966)
Change in accruals and other payables EtaEREMENE (15,211) 38,699
Cash used in operations RexBERzZAS (49,807) (27,535)
Interest received BUFE 5 71
Interest paid BAFE (11,252) (22,337)
Interest element on finance lease rental payment  FBEFHEREFEHD (111) (117)
Hong Kong profits tax paid B EEFIGH - (8,611)
Oversea taxes paid BAHESNEE (75) (298)
Net cash used in operating activities REXBHEACREFE (61,240) (58,827)
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CONSOLIDATED STATEMENT OF CASH FLOWS

S A =
mEBEERE
For the year ended 31 March 2011
AR —F——F=A=+—HIFFZE

2011 2010
B —T-TF
Notes HK$’'000 HK$'000
lEz3 BT T BETT
Cash flows from investing activities RETBHZRERE
Dividends received from listed investment Bl EmRERS - 167
Net cash inflow on deconsolidation BUB— 5B B R Al
of a liquidating subsidiary Fe A NRCRENEFHE 10 7,968 -
Purchase of items of property,
plant and equipment BEWE  BEKFEER (2,081) (23,687)
Proceeds from disposal of items of property, HEVE BEXR
plant and equipment RBEEMSHE - 57,791
Proceeds from disposal of an equity investment  HERAFEABR Y
at fair value through profit or loss AL E RS RE - 3,686
Net cash generated from investing activities REEFBHELZHEFE 5,887 37,957
Cash flows from financing activities MEZH2HERE
Net cash inflow on debt restructuring EREHEEE2FRERA 11 18,574 -
Decrease in trust receipt loans EEREETR D - (3,708)
New bank and other borrowings MERTRAMEE 9,480 81,091
Loans from the ultimate holding company REREIER DR ZER 24,700 -
Repayment of bank and other borrowings BEFITREMES - (63,175)
Capital element of finance lease rental payment  gERER L AL D - (3,294)
Advances from directors EEHN 371 629
Net cash generated from financing activities BEEBHEL2HEFE 53,125 11,543
Net decrease in cash and cash equivalents ReRERARLER RS TFE (2,228) (9,327)
Cash and cash equivalents at beginning of year ~ F¥IR& K EEIBELER 16,998 26,143
Effect of changes in foreign exchange rate EXFEHTE (5,843) 182
Cash and cash equivalents at end of year FRALRERRLER 8,927 16,998
Analysis of cash and cash equivalents RERERARESER O
Cash and bank balances Re RBITHEE 8,927 30,176
Bank overdrafts — secured RITE S — BEHE - (13,178)
8,927 16,998

S
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NOTES TO THE FINANCIAL STATEMENTS
51 7% S 7 P =

For the year ended 31 March 2011

BE—F——F=HA=1—HIFE

48

GENERAL INFORMATION

The Company is incorporated in the Cayman Islands
as a limited liability company and its shares are
listed on the Main Board of the Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).
After the capital and group reorganisation (the
“Restructuring”) that took place on 3 December
2010 (the "Effective Date”), the directors of the
Company (the “Directors”) consider that the
Company’s holding company and ultimate holding
company is Skill China Limited (“Skill China”), a
limited liability company incorporated in the British
Virgin Islands. The addresses of the registered office
and principal place of the Company are disclosed
in the corporate information included in the annual
report.

The Company is an investment holding company and
the principal activities of its subsidiaries are set out
in note 20.

BASIS OF PREPARATION

At the end of the reporting period, the Group had
consolidated net current liabilities of approximately
HK$71,287,000 (2010: HK$792,640,000). This
condition therefore indicate the existence of a
material uncertainty in relation to the Group’s
ability to continue as a going concern. In view of
such circumstance, the Directors have given careful
consideration to the future liquidity and performance
of the Group and its available sources of finance
in assessing whether the Group will have sufficient
financial resources to continue as a going concern.

On the Effective Date, the Company announced
that the Restructuring set out in the circular of the
Company issued on 28 June 2010 (the “Circular”)
and approved by the shareholders of the Company
at a special general meeting on 26 July 2010, had
been completed, including principal elements as
summarised below. Unless otherwise specified,
capitalised terms used herein shall have the same
meanings as in the Circular.
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NOTES TO THE FINANCIAL STATEMENTS
51 7% S 7 P =

For the year ended 31 March 2011
AR —F——F=A=+—HIFFZE

2. BASIS OF PREPARATION (continued)

(a)

The Capital Reorganisation comprising the
Capital Reduction, Share Sub-division and
Share Consolidation. Before the Capital
Reorganisation, the authorised share capital
of the Company is HK$300,000,000 divided
into 3,000,000,000 Existing Shares of HK$0.10
each, and the issued share capital of the
Company is HK$105,788,996.20 divided into
1,057,889,962 Shares. Immediately after
completion of the Capital Reorganisation, the
authorised share capital of the Company will be
HK$300,000,000, divided into 30,000,000,000
New Shares of HK$0.01 each and the issued
share capital of the Company will be reduced
to HK$1,057,889.96 divided into 105,788,996
New Shares of HK$0.01 each. The Shares will
rank pari passu in all respects with each other.

Subscription of 909,785,366 Subscription
Shares with a par value of HK$0.01 each
at the Subscription Price of approximately
HK$0.0879 per Subscription Share resulting in
the cash consideration of HK$80 million, and
issuance of 52,894,498 Remuneration Shares
with a par value of HK$0.01 each at a price of
approximately HK$0.0879 per Remuneration
Share in settlement of part of professional fees
in relation to the Restructuring.

A Group Reorganisation and Creditor Scheme
which split the Group into a group comprising
the Company and certain subsidiaries retained
under the control of the Company (the
“Retained Subsidiaries”) (altogether with the
Company referred to as the “Retained Group”)
and a group comprising the other subsidiaries
to be held outside the Retained Group (the
“Scheme Subsidiaries”) by a special purpose
vehicle (the “Schemeco”) wholly-owned by
the Administrators of the Creditor Scheme (the
“Administrators”).

2. wEIEEm)

(a)

(b)

(o)

S
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2.

50

BASIS OF PREPARATION (continued)

(d) Pursuant to the Creditor Scheme, from the
Effective Date, the scheme Claims (as defined
in the joint announcement of the Company
and the board of directors of Skill China
Limited dated 27 January 2010) was released
and discharged, and the proceeds from
future disposal of assets or business of the
Scheme Subsidiaries, together with a sum of
HK$80 million, being the consideration of the
Subscription Shares and 63,473,398 Option
Shares allocated from 909,785,366 Subscription
Shares as mentioned in note (b) above were
made available to the Administrators to settle
and discharge the Claims under the Creditor
Scheme.

The consolidated financial statements have been
prepared on a going concern basis. In the opinion of
the Directors, the Group should be able to continue
as a going concern in the coming year taking into
consideration the specific measures to improve its
financial position which include, but not limited to,
the following:

(@) On the successful implementation of the
Restructuring, the Group has been released and
discharged from all the scheme Claims, thereby
improving the liquidity position of the Group at
the end of the reporting period,;

(b) The ultimate holding company has agreed to
provide adequate funds for the Group to meet
its liabilities as they fall due; and

(c) The Directors are looking for various business
opportunities to broaden its business scope
and sources of income through investment or
business ventures to improve the profitability of
the Group.
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BASIS OF PREPARATION (continued) 2. mEIEE )

Based on the aforesaid factors, the Directors are EREdAE  EFEH FEERAR
satisfied that the Group will have sufficient financial KKK ERMUEEREABITHBEE
resources to meet its financial obligations as they KNETEBET  EEE T 26 RHER
fall due for the foreseeable future, the validity of R A SEIERAB 2B RKFERE
which depends upon the financial support from BUBNAEERZEESMTE - At - &F
the ultimate holding company at a level sufficient ERE BRFECEEERUZEUBER
to finance the working capital requirements of KIVEE 28R - WAKBEEARFEL S
the Group. Accordingly, the Directors are of the AIERABEZSENBEmE  Br5EEER
opinion that it is appropriate to prepare these BERBREAREIESRE - APl EEE 2
financial statements on a going concern basis. i — B EFTIREE  UORIKERS
Should the Group be unable to continue as a going BEREBEEFIEARDEEREE -
concern, adjustments would have to be made to

these financial statements to adjust the value of

the Group's assets to their recoverable amounts, to

provide for any further liabilities which might arise

and to reclassify non-current assets and liabilities as

current assets and liabilities, respectively.

ADOPTION OF NEW AND REVISED 3. RAHFIRRBETEBYMBR

HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all the
new and revised Hong Kong Financial Reporting
Standards (“HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants (the
“HKICPA") that are relevant to its operations and
effective for its accounting year beginning on 1
April 2010. HKFRSs comprise Hong Kong Financial
Reporting Standards; Hong Kong Accounting
Standards (“HKAS"); and Interpretations. The
adoption of these new and revised HKFRSs did
not result in significant changes to the Group’s
accounting policies, presentation of the Group’s
financial statements and amounts reported for the
current year and prior years except as stated below:

Classification of Land Leases

Amendments to HKAS 17 “Leases” deleted the
guidance in HKAS 17 that when the land has
an indefinite economic life, the land element is
normally classified as an operating lease unless title
is expected to pass to the lessee by the end of the
lease term.

HEEA

REAFE  AEBCRMEESHAE
(BERFERE ) BMZAART R
RIETBEMBREERN([EEMBERE
B REFENEEEBERH LN
T-TFENA Bz FEER -
FEMBREEANEEBT B HREED
(BEMBHSEN])  BEEFTER
(TEBEER ] ERE - B TaAHEN
RNZEH] BRI BB B REER
WEHAEEZ GABER  AEEFBR
RZENTANRKEFERBEFEMZ
BREBERERED :

TiHESE

BB EANFE17RIEE | ZETMSRE
AEERE175E2ES - IR LiHES
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BE-F——F=A=1—ALFE

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

Classification of Land Leases (continued)

The Group reclassifies a land lease as a finance lease
if the lease transfers substantially all the risks and
rewards incidental to ownership to the Group e.g.
at the inception of the lease the present value of
the minimum lease payments amounts to at least
substantially all of the fair value of the land.

Amendments to HKAS 17 has been applied
retrospectively and resulted in changes in the
consolidated amounts reported in these financial
statements as follows:

3. RAMHATIREBITERBYBR

2R )

TBESEE)

WRAEE S B PP 2 B K AR D LR B
CREBAEE (AR EERBE KK
HEFB s RERVELMWEFEEHRF
B) AXREEgELHHEESHHERR

ot LR LIV AT =R b ) Sk
WS B R 2 0 A S A
TED

At 31 March At 31 March At 1 April
2011 2010 2009
R=B——F RIZT—TF RZTTNF
=A=+—-H =A=+—H MmA—H
HK$'000 HK$'000 HK$'000
BT T BT BB
Increase in property,
plant and equipment W - B R EREIE N 17,535 35,032 42,000
Decrease in prepaid land
lease payments B + A E BB R (17,535) (35,032) (42,000)

The retrospective application of the amendments to
HKAS 17 has resulted in the restatement of items
in the consolidated statements of financial position
as at 31 March 2010 and 1 April 2009. The related
explanatory notes affected by the amendments have
been re-presented in these financial statements to
comply with the new requirements.

The Group has not applied the new HKFRSs that
have been issued but are not yet effective. The
Group has already commenced an assessment of
the impact of these new HKFRSs but is not yet in a
position to state whether these new HKFRSs would
have a material impact on its results of operations
and financial position.
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SIGNIFICANT ACCOUNTING POLICIES
These financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA,
accounting principles generally accepted in Hong
Kong and applicable disclosures required by the
Rules Governing the Listing of Securities (the “Listing
Rules”) on the Stock Exchange and by the Hong
Kong Companies Ordinance.

These financial statements have been prepared
under the historical cost convention, as modified
by the revaluation of buildings, which are carried
at their fair values. These financial statements are
presented in Hong Kong dollars (“HK$") and all
values are rounded to the nearest thousand except
when otherwise indicated.

The preparation of financial statements in
conformity with HKFRSs requires the use of certain
key assumptions and estimates. It also requires the
Directors to exercise its judgements in the process of
applying the accounting policies. The areas involving
critical judgements and areas where assumptions
and estimates are significant to these financial
statements, are disclosed in note 5 to these financial
statements.

The significant accounting policies applied in the
preparation of these financial statements are set out
below.

Consolidation

The consolidated financial statements include
the financial statements of the Company and its
subsidiaries made up to 31 March. Subsidiaries are
entities over which the Group has control. Control
is the power to govern the financial and operating
policies of an entity so as to obtain benefits from its
activities. The existence and effect of potential voting
rights that are currently exercisable or convertible are
considered when assessing whether the Group has
control.

4.

FESHEE

W B REDRBES G GRS
2 EEPBREER - BEARZEHR
AR R AT % EBRAI(T ETRA) R
ERAAGIRE R RBERE -

WEMBERERDIRELRAERE - L5
BAFENEZBFEMER - LEUB
BEUER (BB 2 BRBTRAE
S PIABEBIEAAESEA T

B BRI BRE L HRET
EERETERBRREMN  FERES
SR B R A TR SR L HI - SR EA
LB RN SR B RET S BEABR
Rfist 2 BB L SRR AN S — 5
B -

MEBENEMHHREREA 2 ETEGFEHR
AT o

HERE
BRATKBRBEARRREKBR R
EZA=T—HILZHB®RE - HBAF
FEASEEEEEE TR - 1EHIETD
BRI — MBI R G EBUR
DR EERPERFIZE - RIFHAEER
GHEAEGEN  2EERRESHFEM
TER AR BERAERETE -

TR —FFf RHIEBXERERDIF 53



NOTES TO THE FINANCIAL STATEMENTS
51 7% S 7 P =

For the year ended 31 March 2011

BE—F——F=HA=1—HIFE

54

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Consolidation (continued)

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are de-
consolidated from the date the control ceases.

The gain or loss on the disposal of a subsidiary that
results in a loss of control represents the difference
between (i) the fair value of the consideration of the
sale plus the fair value of any investment retained
in that subsidiary and (ii) the Company’s share of
the net assets of that subsidiary plus any remaining
goodwill relating to that subsidiary and any related
accumulated foreign currency translation reserve.

Intragroup transactions, balances and unrealised
profits are eliminated. Unrealised 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.

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

In the Company’s statement of financial position
the investments in subsidiaries are stated at cost
less allowance for impairment losses. The results of
subsidiaries are accounted for by the Company on
the basis of dividends received and receivable.
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4. SIGNIFICANT ACCOUNTING POLICIES

(continued)
Foreign currency translation

(a)

(b)

Functional and presentation currency

Items included in these financial statements
of each of the Group’s entities are measured
using the currency of the primary economic
environment in which the entity operates
(the “functional currency”). The consolidated
financial statements are presented in Hong
Kong dollars, which is the Company’s functional
and presentation currency.

Transactions and balances in each entity’s
financial statements

Transactions in foreign currencies are
translated into the functional currency on initial
recognition using the exchange rates prevailing
on the transaction dates. Monetary assets and
liabilities in foreign currencies are translated at
the exchange rates at the end of each reporting
period. Gains and losses resulting from this
translation policy are recognised in profit or
loss.

Non-monetary items that are measured at fair
values in foreign currencies are translated using
the exchange rates at the dates when the fair
values are determined.

When a gain or loss on a non-monetary item
is recognised in other comprehensive income,
any exchange component of that gain or loss
is recognised in other comprehensive income.
When a gain or loss on a non-monetary item
is recognised in profit or loss, any exchange
component of that gain or loss is recognised in
profit or loss.
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BE—F——F=HA=1—HIFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Foreign currency translation (continued)

(c) Translation on consolidation
The results and financial position of all the
Group entities that have a functional currency
different from the Company’s presentation
currency are translated into the Company’s
presentation currency as follows:

(i)  Assets and liabilities for each statement of
financial position presented are translated
at the closing rate at the date of that
statement of financial position;

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

(iii) All resulting exchange differences are
recognised in the foreign currency
translation reserve.

On consolidation, exchange differences arising
from the translation of the net investment
in foreign entities and of borrowings are
recognised in the foreign currency translation
reserve. When a foreign operation is sold,
such exchange differences are recognised in
consolidated profit or loss as part of the gain or
loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES 4. XxESTEER@)
(continued)
Property, plant and equipment W BERRE

Buildings comprise mainly factories and offices
and are carried at fair values, based on periodic
valuations by external independent valuers, less
subsequent depreciation and impairment losses. Any
accumulated depreciation at the date of revaluation is
eliminated against the gross carrying amount of the
asset and the net amount is restated to the revalued
amount of the asset. All other property, plant and
equipment are stated at cost less accumulated
depreciation and impairment losses.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance
are recognised in profit or loss during the period in
which they are incurred.

Revaluation increases of buildings are recognised in
profit or loss to the extent that the increases reverse
revaluation decreases of the same asset previously
recognised in profit or loss. All other revaluation
increases are credited to the property revaluation
reserve as other comprehensive income. Revaluation
decreases that offset previous revaluation increases
of the same asset remaining in the property
revaluation reserve are charged against the property
revaluation reserve as other comprehensive income.
All other decreases are recognised in profit or loss.
On the subsequent sale or retirement of a revalued
building, the attributable revaluation increases
remaining in the property revaluation reserve is
transferred directly to retained profits.
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4. SIGNIFICANT ACCOUNTING POLICIES 4. XE®FEE @)

(continued)

Property, plant and equipment (continued)
Depreciation of property, plant and equipment is
calculated at rates sufficient to write off their costs
or revalued amounts less their residual values over
the estimated useful lives on a straight-line basis.
The principal annual rates are as follows:

Leasehold lands Over the lease terms

Leasehold buildings 4% on the straight-line basis

Leasehold improvements  10% to 25% on the reducing
balance basis

10% to 25% on the reducing
balance basis

10% to 25% on the reducing
balance basis

30% on the reducing balance
basis

Moulds 25% on the straight-line basis

Furniture and fixtures
Equipment and tools

Motor vehicles

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

Construction in progress includes property, plant
and equipment in the course of construction for
production or for its own use purposes. Construction
in progress is carried at cost less any recognised
impairment loss. Construction in progress is
classified to the appropriate category of property,
plant and equipment when completed and ready
for intended use. Depreciation of these property,
plant and equipment, on the same basis as other
property, plant and equipment, commences when
the property, plant and equipment are ready for
their intended use.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant
asset, and is recognised in profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES
(continued)
Leases
The Group as lessee

(a)

Operating leases

Leases that do not substantially transfer to the
Group all the risks and rewards of ownership
of assets are accounted for as operating leases.
Lease payments (net of any incentives received
from the lessor) are recognised as an expense
on a straight-line basis over the lease term.

Finance leases

Leases that substantially transfer to the Group
all the risks and rewards of ownership of assets
are accounted for as finance leases. At the
commencement of the lease term, a finance
lease is capitalised at the lower of the fair value
of the leased asset and the present value of the
minimum lease payments, each determined at
the inception of the lease.

The corresponding liability to the lessor is
included in the statement of financial position
as finance lease payable. Lease payments are
apportioned between the finance charge and
the reduction of the outstanding liability. The
finance charge is allocated to each period
during the lease term so as to produce a
constant periodic rate of interest on the
remaining balance of the liability.

Assets under finance leases are depreciated the
same as owned assets.

The Group as lessor

(a)

Operating leases

Leases that do not substantially transfer to the
lessees all the risks and rewards of ownership
of assets are accounted for as operating
leases. Rental income from operating leases is
recognised on a straight-line basis over the term
of the relevant lease.
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60

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Inventories

Inventories are stated at the lower of cost and
net realisable value. Cost is determined using the
weighted average basis. The cost of finished goods
and work in progress comprises raw materials,
direct labour and an appropriate proportion of
all production overhead expenditure, and where
appropriate, subcontracting charges. Net realisable
value is the estimated selling price in the ordinary
course of business, less the estimated costs of
completion and the estimated costs necessary to
make the sale.

Recognition and derecognition of financial

instruments

Financial assets and financial liabilities are recognised
in the statement of financial position when the
Group becomes a party to the contractual provisions
of the instruments.

Financial assets are derecognised when the
contractual rights to receive cash flows from the
assets expire; the Group transfers substantially all
the risks and rewards of ownership of the assets; or
the Group neither transfers nor retains substantially
all the risks and rewards of ownership of the assets
but has not retained control on the assets. On
derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum
of the consideration received and the cumulative
gain or loss that had been recognised in other
comprehensive income is recognised in profit or loss.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expired. The difference
between the carrying amount of the financial
liability derecognised and the consideration paid is
recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES 4. FEESHHEHEm@m)
(continued)
Trade and other receivables ESREMEWFIE

Trade and other receivables are non-derivative
financial assets with fixed or determinable payments
that are not quoted in an active market and are
recognised initially at fair value and subsequently
measured at amortised cost using the effective
interest method, less allowance for impairment.
An allowance 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. The amount of the allowance is the
difference between the carrying amount of the
receivables and the present value of estimated future
cash flows, discounted at the effective interest rate
computed at initial recognition. The amount of the
allowance is recognised in profit or loss.

Impairment losses are reversed in subsequent periods
and recognised in profit or loss when an increase in
the recoverable amount of the receivables can be
related objectively to an event occurring after the
impairment was recognised, subject to the restriction
that the carrying amount of the receivables at the
date the impairment is reversed shall not exceed
what the amortised cost would have been had the
impairment not been recognised.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash
and cash equivalents represent cash at bank and
on hand, demand deposits with banks and other
financial institutions, and short-term highly liquid
investments which are readily convertible into known
amounts of cash and subject to an insignificant
risk of change in value. Bank overdrafts which are
repayable on demand and form an integral part of
the Group's cash management are also included as a
component of cash and cash equivalents.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Borrowings

Borrowings are recognised initially at fair value,
net of transaction costs incurred, and subsequently
measured at amortised cost 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 reporting period.

Financial guarantee contract liabilities
Financial guarantee contract liabilities are measured
initially at their fair values and are subsequently
measured at the higher of:

(@) the amount of the obligations under the
contracts, as determined in accordance with
HKAS 37 “Provisions, Contingent Liabilities and
Contingent Assets”; and

(b) the amount initially recognised less cumulative
amortisation recognised in profit or loss on
a straight-line basis over the terms of the
guarantee contracts.

Trade and other payables

Trade and other payables are stated initially at their
fair value and subsequently measured at amortised
cost using the effective interest method unless the
effect of discounting would be immaterial, in which
case they are stated at cost.

Equity instruments

Equity instruments issued by the Company are
recorded at the proceeds received, net of direct issue
costs.
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4. SIGNIFICANT ACCOUNTING POLICIES
(continued)
Revenue recognition
Revenue is measured at the fair value of the
consideration received or receivable and is
recognised when it is probable that the economic
benefits will flow to the Group and the amount of
revenue can be measured reliably.

(a)

(e)

Revenues from the sales of goods are
recognised when the significant risks and
rewards of ownership have been transferred to
the buyer, provided that the Group maintains
neither managerial involvement to the degree
usually associated with ownership, nor effective
control over the goods sold.

Processing services fee is recognised when the
services are rendered.

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

Dividend income is recognised when the
shareholders’ right to receive payment has been
established.

Rental income is recognised on a straight-line
basis over the lease term.

Employee benefits
(a) Employee leave entitlements

Employee entitlements to annual leave and
long service leave are recognised 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 end of the reporting
period.

Employee entitlements to sick leave and
maternity leave are not recognised until the
time of leave.
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64

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Employee benefits (continued)

(b) Pension obligations
The Group operates a mandatory provident
fund scheme (the “MPF Scheme”) under the
Hong Kong Mandatory Provident Fund Scheme
Ordinance for all qualifying employees in Hong
Kong. The Group’s contribution to the MPF
Scheme are calculated at 5% of the salaries and
wages subject to a monthly maximum amount
of contribution of HK$1,000 per employee and
vest fully with employees when contributed into
the MPF Scheme.

The employees of the Group's subsidiaries
established in the PRC are members of a central
pension scheme operated by the local municipal
government. The subsidiaries are required to
contribute certain percentage of the employees’
basic salaries and wages to the central pension
scheme to fund the retirement benefits. The
local municipal government undertakes to
assume the retirement benefits obligation of
all existing and future retired employees of
the subsidiaries. The only obligation of the
subsidiaries with respect to the central pension
scheme are to meet the required contributions
under the scheme.

Share-based payments

The Group issues equity-settled share-based
payments to certain directors and employees. Equity-
settled share-based payments are measured at fair
value (excluding the effect of non market-based
vesting conditions) of the equity instruments at the
date of grant. The fair value determined at the grant
date of the equity-settled share-based payments is
expensed on a straight-line basis over the vesting
period, based on the Group’s estimate of shares that
will eventually vest and adjusted for the effect of
non market-based vesting conditions.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Share-based payments (continued)
Equity-settled share-based payments to the financial
advisors are measured at the fair value of the
services rendered or if the fair value of the services
rendered cannot be reliably measured, at the fair
value of the equity instruments granted. The fair
value is measured at the date the Group receives the
services and is recognised as an expense.

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets, which are assets that necessarily take a
substantial period of time to get ready for their
intended use or sale, are capitalised as part of the
cost of those assets, until such time as the assets
are substantially ready for their intended use or
sale. Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from
the borrowing costs eligible for capitalisation.

To the extent that funds are borrowed generally
and used for the purpose of obtaining a qualifying
asset, the amount of borrowing costs eligible
for capitalisation is determined by applying a
capitalisation rate to the expenditures on that asset.
The capitalisation rate is the weighted average of the
borrowing costs applicable to the borrowings of the
Group that are outstanding during the period, other
than borrowings made specifically for the purpose of
obtaining a qualifying asset.

All other borrowing costs are recognised in the profit
or loss in the period in which they are incurred.

4.

FESHBE @)

IR BER 2 (&)

[ B 7% B PR 35 1T A BN A B A R {0 IR B Tt
ZNFIR PRI RS 2 N FERTE - Rl
PR RS < A FEEIER] FEHnET &8 - Al
BARHBRATAZ AFEMSE - 2 FE
TR EBESREE A ERER R
¥ o

BEERAE

Rk Bt ERERBHEHSFETH
HEREARAHEZABEREEMEL
BEREERAN  EXNERZFEEZRD
KA BEZFEEC KR EATHERTE
RERHE  EREEEREFAEREE
ZXHAERBEREMRRZEER
A AR ERERML 2 (EERAP N o

AR —RBEARBERSEEREEME
AZBEEME AERENEZEBERA
TR ZEE A ERERNEL XS
B AR R RERARAREZHRAA
HABEER(TEERDRGAEREEM
EAZRERE) 2 INEFHEERA -

PEHEMEERADEES Z HRARE

HHR o

TR —FFf ROEXERAERAT 65



NOTES TO THE FINANCIAL STATEMENTS
51 7% S 7 Py =

For the year ended 31 March 2011

BE—F——F=H=1—HIFE

66

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation

Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit
for the year. Taxable profit differs from profit
recognised in profit or loss because it excludes items
of income or expense that are taxable or deductible
in other years and it further excludes items that are
never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of
the reporting period.

Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax
bases used in the computation of taxable profit.
Deferred tax liabilities are generally recognised for
all taxable temporary differences and deferred tax
assets are recognised to the extent that it is probable
that taxable profits will be available against which
deductible temporary differences, unused tax losses
or unused tax credits can be utilised. Such assets
and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial
recognition (other than in a business combination)
of other assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting
profit.

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

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

Taxation (continued)

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability
is settled or the asset is realised, based on tax rates
that have been enacted or substantively enacted
by the end of the reporting period. Deferred tax is
recognised in profit or loss, except when it relates
to items recognised in other comprehensive income
or directly in equity, in which case the deferred tax
is also recognised in other comprehensive income or
directly in equity.

Deferred tax assets and liabilities are offset when
there is a legally enforceable right to set off current
tax assets against current tax liabilities and when
they relate to income taxes levied by the same
taxation authority and the Group intends to settle its
current tax assets and liabilities on a net basis.

Related parties
A party is related to the Group if:

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

(b) the party is an associate;
(c) the party is a joint venture;

(d) the party is a member of the key management
personnel of the Company or its parent;

(e) the party is a close member of the family of any
individual referred to in (a) or (d);

(f) the party is an entity that is controlled, jointly
controlled or significantly influenced by or for
which significant voting power in such entity
resides with, directly or indirectly, any individual
referred to in (d) or (e); or
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Related parties (continued)

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

Segment reporting

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

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

Impairment of assets

At the end of each reporting period, the Group
reviews the carrying amounts of its tangible and
intangible assets, except inventories and receivables,
to determine whether there is any indication that
those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent
of any impairment loss. Where it is not possible to
estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount
of the cash generating unit to which the asset
belongs.
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SIGNIFICANT ACCOUNTING POLICIES 4. FEEFBE @)
(continued)
Impairment of assets (continued) EERE#)

Recoverable amount is the higher of fair value less
costs to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that
reflects current market assessments of the time value
of money and the risks specific to the asset.

If the recoverable amount of an asset or cash-
generating unit is estimated to be less than its
carrying amount, the carrying amount of the asset
or cash-generating unit is reduced to its recoverable
amount. An impairment loss is recognised
immediately in profit or loss, unless the relevant asset
is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses,
the carrying amount of the asset or cash-generating
unit is increased to the revised estimate of its
recoverable amount, but so that the increased
carrying amount does not exceed the carrying
amount that would have been determined (net of
amortisation or depreciation) had no impairment loss
been recognised for the asset or cash-generating
unit in prior years. A reversal of an impairment loss
is recognised immediately in profit or loss, unless
the relevant asset is carried at a revalued amount,
in which case the reversal of the impairment loss is
treated as a revaluation increase.

Provisions and contingent liabilities
Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a present
legal or constructive obligation arising as a result
of a past event, it is probable that an outflow of
economic benefits will be required to settle the
obligation and a reliable estimate can be made.
Where the time value of money is material,
provisions are stated at the present value of the
expenditures expected to settle the obligation.
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SIGNIFICANT ACCOUNTING POLICIES 4.

(continued)

Provisions and contingent liabilities
(continued)

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

Event after the reporting period

Events after the reporting period that provide
additional information about the Group’s position at
the end of the reporting period or those that indicate
the going concern assumption is not appropriate are
adjusting events and are reflected in the financial
statements. Events after the reporting period that
are not adjusting events are disclosed in the notes to
the financial statements when material.

CRITICAL JUDGEMENTS AND KEY
ESTIMATES

Critical judgements in applying accounting
policies

In the process of applying the accounting policies,
the Directors have made the following judgements
that have the most significant effect on the amounts
recognised in the financial statements apart from
those involving estimations, which are dealt with
below.

(a) Going concern basis

These financial statements have been prepared
on a going concern basis, the validity of which
depends upon the financial support from the
ultimate holding company at a level sufficient
to finance the working capital requirements of
the Group. Details are explained in note 2 to
these financial statements.
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5. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)
Critical judgements in applying accounting
policies (continued)
(b) Distinction between investment properties

(0

and owner-occupied properties

The Group determines whether a property
qualifies as an investment property. In making
its judgement, the Group considers whether
the property generates cash flows largely
independently of the other assets held by the
Group. Owner-occupied properties generate
cash flows that are attributable not only to
property but also to other assets used in the
production or supply process.

Some properties comprise a portion that is held
to earn rentals and another portion that is held
for use in the production of goods. If these
portions can be sold separately (or leased out
separately under a finance lease), the Group
accounts for the portions separately. If the
portions cannot be sold separately, the property
is accounted for as investment property only
if an insignificant portion is held for use in the
production of goods. Judgement is applied in
determining whether ancillary services are so
significant that a property does not qualify as an
investment property. The Group considers each
property separately in making its judgement.

Legal titles of certain lands and buildings
As stated in note 19 to these financial
statements, the legal titles of certain lands and
buildings have not transferred to the Group as
at 31 March 2011. Despite the fact that the
Group has not obtained the relevant certificates
of legal titles, the Directors determine to
recognise those lands and buildings under
property, plant and equipment, on the grounds
that they expect the transfer of legal titles in
future should have no major difficulties and the
Group is in substance controlling those lands
and buildings.
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CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)

Key sources of estimation uncertainty

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

(a) Impairment of assets

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

(b) Depreciation of property, plant and
equipment
Property, plant and equipment are depreciated
on a straight-line and a reducing balance
basis over their estimated useful lives, after
taking into account of their estimated residual
values. The determination of the useful lives
and residual values involves management’s
estimation. The Group assesses annually the
residual values and the useful lives of the
property, plant and equipment and if the
expectation differs from the original estimate,
such a difference may impact the depreciation
in the year and the estimate will be changed in
the future period.

TONIC INDUSTRIES HOLDINGS LIMITED  Annual Report 2011

5.

BRRAEE TERR @)

Rt T RERRE 2 EERR
RAAJEEHRT —EAYRFREREERAR
REEAFLREAABRZRAREIERR
UNEREREHEEE BB T HEERR
ZEAE B AR T AT ©

(a)

(b)

BEERE

AEBARETEERSD HRMER
BEEHEAEREZEHRETHER
R ELFE - CERFHE THIERE
B (OREEEANPEEEBEZSE
HRREFEEEBEZENCETE
FE: (WEERAERTEARARER
MZBEFEXS BRSBIAE
ERFEERRR IR ELEEFE
RN EERE R RAEEZ
ITERR  BRZFREABUEE
INEEREIR KA o EIRE R E TR
BRFAEEZRR(EERADRE
AR ARRR F I R R RR) Z
2 - RELHEENATAERARE
SRR EATE -

¥ BERREBZITE

Y% - BERREREGFAERF
M R A RERRAERER
ERGERERIRTE - BEAER
FHIRRES RERE 2 Gt - A&
BEEFHYE  BELRRBZHKER
A AEHETRME - MIEHERRA
BEr A AIEEERAEHAFE
ZHESREE - MARBARMZ A5t
1S P o



NOTES TO THE FINANCIAL STATEMENTS
501 7% S 7 P =

For the year ended 31 March 2011
AR —F——F=A=+—HIFFE

5. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)
Key sources of estimation uncertainty
(continued)

(o)

(d)

(e)

Allowance for bad and doubtful debts

The Group performs ongoing credit evaluations
of its customers and adjusts credit limits
based on payment history and the customer’s
current credit-worthiness, as determined by the
review of their current credit information. The
Group continuously monitors collections and
payments from its customers and maintains
a provision for estimated credit losses based
upon its historical experience and any specific
customers collection issues that have been
identified. Credit losses have historically been
within the Group's expectations and the Group
will continue to monitor the collections from
customers and maintain an appropriate level of
estimated credit losses.

Allowance for inventories

The management of the Group reviews an
aging analysis at the end of the reporting
period, and makes allowances for obsolete and
slow-moving inventory items identified that
are no longer suitable for use in production.
The management estimates the net realisable
value for such finished goods based primarily
on the latest invoice prices and current market
conditions. The Group carries out an inventory
review on a product-by-product basis at the end
of the reporting period and makes allowances
for obsolete items.

Estimation of fair value of buildings

The best evidence of fair value is current prices
in an active market for similar buildings. In
the absence of such information, the Group
considers information from a variety of sources,
including: (i) by reference to independent
valuations; (ii) current prices in an active market
for buildings of a different nature, condition or
location (or subject to different leases or other
contracts), adjusted to reflect those differences;
(iii) recent prices of similar buildings on less
active markets, with adjustments to reflect
any changes in economic conditions since the
date of the transactions that occurred at those
prices; and (iv) discounted cash flow projections
based on reliable estimates of future cash flows,
supported by the terms of any existing lease
and other contracts and (when possible) by
external evidence such as current market prices
for similar buildings in the same location and
condition, and using discount rates that reflect
current market assessments of the uncertainty
in the amount and timing of the cash flows.
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5. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)

Key sources of estimation uncertainty
(continued)

74

(e)

()

(9)
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Estimation of fair value of buildings
(continued)

The principal assumptions for the Group’'s
estimation of the fair value include those related
to current market prices for similar buildings in
the same location and condition, appropriate
discount rates, expected future market prices
and future maintenance costs. The carrying
amount of the Group’s buildings are disclosed
in note 19 to these financial statements.

Income taxes

The Hong Kong Inland Revenue Department
(the "IRD") initiated tax queries to an indirect
wholly-owned subsidiary of the Company for
the years of assessment from 2005/2006 to
2008/2009. Since the tax queries are still at a
fact-finding stage with different views being
exchanged with the IRD, the outcome of the
tax queries cannot be readily ascertained with
any degree of accuracy. In cases where the
tax charged by the IRD are different from the
estimated amounts, a material tax charge may
arise.

Provision for litigation

Certain subsidiaries of the Company are or
have been involved in certain litigations in
respect of goods sold and services delivered,
trade and other payables to third parties by the
Group. The Directors determine the provision
for litigation based on their best estimates and
legal advices. If the final outcome of litigations
is different from the estimation made by the
Directors, additional provision for litigation may
be required.

5. BEHIERETERR @

AP RERR 2 T B RIF (&)

(e)

(f)

(9)

BFEAVEZMGEE(E)

AEEGFEAFERZ EZREBE
B AR A B RO AR R 2 g T
ZBITTE - BEMREX - FBHARE
MERARRERERR - REERBTFZ
REERFBRERME19RE -

Frig®t
EENBER(IHBERBE_FFR/
TEEREEZTTEN/BTNF
ZARBREEBARR —KEE2EM
BRAETHBERS - HRRBEE
DEEHBRERBERIME R E
B REMBESHERIIREEIEME
E o WS R R B A 2T
- ATRE IR E A S H -

AL
ARAETHBERR S R EBAEE
AE=FEHERREHRRY &5
NEMBNRAEZETHD - EFZ
RIRE 2 REMF ROERE RFHRER
AR o MBS RREREESR
Frfbat BB R - AR RER E LAk FAME
A — 2P



NOTES TO THE FINANCIAL STATEMENTS
501 7% S 7 P =

For the year ended 31 March 2011
HE—FT——F=A=+—HIFE

6. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The major financial instruments of the Group include
accounts and other receivables, cash and bank
balances, accounts and other payables, borrowings
and finance lease payables. The activities of the
Group expose it to a variety of financial risks:
interest rate risk, foreign currency risk, credit risk
and liquidity risk. The Directors reviewed and agreed
on the policies for managing each of these risks and
they are summarised below.

(a)

(b)

Interest rate risk

The Group’s exposure to the risk of changes
in market interest rates relates primarily to the
Group's debt obligation with a floating interest
rate.

At end of the reporting period, if interest rates
had been increased or decreased by 100 basis
points (2010: 100 basis points) and all other
variables were held constant, the profit (2010:
loss) before tax of the Group would decrease or
increase by approximately HK$1,126,000 (2010:
increase or decrease by HK$2,893,000) mainly
as a result of higher or lower interest rates on
floating rate borrowings.

Foreign currency risk

The Group’s entities mainly operate in Hong
Kong and the People Republics of China (the
"PRC") and is exposed to foreign exchange
risk arising from various currency exposures,
primarily with respect to assets and liabilities
that are denominated in a currency that is not
the entity’s functional currency. The Group
constantly reviews the economic situation and
its foreign currency risk profile, and considers
implementing appropriate hedging measures in
future as the need arises.
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6. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

(b) Foreign currency risk (continued)

76

(c)
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At the end of the reporting period, if Renminbi
(“RMB") strengthened or weakened by 5%
against US dollars, with all other variables held
constant, profit (2010: loss) before tax for the
year would have been approximately HK$54,000
lower or higher (2010: HK$4,301,000 higher or
lower), mainly as a result of foreign exchange
losses or gains on translation of prepayments,
deposits and receivables and in relation to the
operation in the Mainland China.

Credit risk

The Group intends to trade with recognised
and creditworthy third parties. It is the Group's
policy that customers who wish to trade on
credit terms are subject to credit verification
procedures. In addition, receivable balances are
monitored on an ongoing basis.

At the end of the reporting period, the Group
had certain concentration of credit risk as
approximately 63% (2010: 100%) and 100%
(2010: 100%) of the Group's trade receivables
were due from the Group's largest trade debtor
and the five largest trade debtors, respectively.
The credit risk of the Group’s other financial
assets, which comprise amount due from a
scheme subsidiary, cash and bank balances
and other receivables arises from default of the
counterparty, with a maximum exposure equal
to the carrying amounts of these instruments.

Since the Group has policies in place to
ensure that sales are made to customers with
appropriate credit history, there is generally no
requirement for collateral.

Further quantitative data in respect of the
Group’s exposure to credit risk arising from
accounts receivables are disclosed in note 22 to
these financial statements.
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6. FINANCIAL RISK MANAGEMENT 6. MKRAMEEEERBE @

OBJECTIVES AND POLICIES (continued)

(d) Liquidity risk (d) REBELE
The Group's policy is to regularly monitor RNEBECK AT RERER RIBHR
current and expected liquidity requirements to HESHT  UEREEFERES
ensure that it maintains sufficient reserves of FE ENEHERERARSE SR
cash to meet its liquidity requirements in the o RNEREHHLEER  REFYN
short and longer term. The maturity profile of RURFIBE D 2 AEEEHMEER
the Group’s financial liabilities at the end of FIEABER AT ¢

the reporting period, based on the contractual
undiscounted payments, is as follows:

3to
less than Total un-
12months  Between discounted
On  Lessthan =Rz 1and cash flows
demand 3 months DR 2 years KRB

RERME IR=MA T=fEA —EZF REREAR
HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
A¥TRT  AETL  B¥TR BT BETR

R=%--%
At 31 March 2011 ZB=t+-H
Accounts payables JEREER 327 1,748 170 - 2,245
Financial liabilities included in accruals st AEsHEEREM
and other payables ENTEZ2REE 12,047 - - - 12,047
Borrowings EE 159,431 - 40,000 81,765 281,196
Due to directors ERESZE 1,000 - - - 1,000
172,805 1,748 40,170 81,765 296,488
R-B-2%
At 31 March 2010 ZA=+-H
Accounts payables JENBRTR 134 225 318,851 - 319,210
Financial liabilities included in accruals 5t AJE:F & E R A
and other payables ENZEz2RAE 21,203 - - - 21,203
Borrowings and finance lease payables (5& R ERIEHE 161,798 1,998 248,318 - 412,114
Due to directors ERESHE 629 _ _ _ 629
183,764 2,223 567,169 - 753,156

TR —FFf ROEXERAERRAT 77



NOTES TO THE FINANCIAL STATEMENTS
51 755 S 7 P =

For the year ended 31 March 2011

#HEr=

78

E——F=H=F—HIFE

SEGMENT INFORMATION

The Group's revenue and result for the year ended
31 March 2011 were mainly derived from its
operating segment of manufacture, processing and
sale of electronic consumer products and related
components. The Group's reportable segments are
strategic business units that offer different products.
They are managed separately because each business
requires different technology and marketing
strategies.

The accounting policies of the operating segments
are the same as those described in note 4 to these
financial statements. Segment profits or losses do
not include dividend income, interest income, gain
on deconsolidation of a liquidating subsidiary, gain
on debt restructuring, finance costs, income tax
and unallocated corporate income and expenses.
Segment assets do not include due from a scheme
subsidiary, tax assets, cash and bank balances
and other unallocated corporate assets. Segment
liabilities do not include borrowings, amounts due
to directors, tax liabilities and unallocated corporate
liabilities. Segment non-current assets do not include
financial instruments and tax assets.
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7. SEGMENT INFORMATION (continued)

Information about the manufacture, processing and
sale of electronic consumer products and related

DEE R @)

BRASE  MITRHEEFHEERNME
MRtz aMErR  EERAELZ

components segment profit or loss, assets and EH
liabilities:
2011 2010
—E2——F —E-EF
HK$'000 HK$'000
BT T BT T
Year ended 31 March BE=ZRA=1t—HLEE
Revenue from external customers KEINREE 2 W 77,394 486,237
Segment losses o EbE R 39,037 783,180
Interest revenue FLEUA 5 71
Interest expense e 33,135 22,454
Other material items of income: HEMERKAIER -
— Gains on equity investments at fair —RBATEFABRZ
value through profit or loss AR E 2 Wz - 1,094
Depreciation and amortisation Yree ks 17,886 46,848
Income tax FriS®i - 14,982
Other material non-cash item: EfhBEAIFIRSIEE -
— Provision against inventories —FERE 2,516 270,945
— Loss on auctions of sequestrated
inventories —HERNRFE 2EBE - 156,000
Additions to segment non-current assets RNE D EBIERENE E 2,081 23,687
At 31 March R=A=+—H
Segment assets NEEE 246,338 404,039
Segment liabilities HEEE 31,767 401,450
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SEGMENT INFORMATION (continued)

Reconciliations of reportable segment revenue, profit AmED B  wNRER  EERA
and loss, assets and liabilities: BEZHER
2011 2010
—E——F —E-TF
HK$’000 HK$'000
BT T BB
Revenue Wz
Total turnover of the reportable segment R g EBmP AR
disclosed as consolidated turnover ARE SRR 2R 77,394 486,237
Profit or loss mAHEE
Total loss of reportable segments AIERE o B EE4E A (39,037) (783,180)
Gain on deconsolidation B —5ERHE QA
of a liquidating subsidiary e ARz Was 243,503 -
Gain on debt restructuring B EMR WS 217,108 -
Corporate and unallocated profit and loss YNCIVS & N ikl ki (33,130) (7,234)
Consolidated profit/(loss) REmN () 388,444 (790,414)
2011 2010
—E2——F —E-TF
HK$°'000 HK$'000
BT T BT
Assets BE
Total assets of reportable segments AImEDHEERE 246,338 404,039
Due from a scheme subsidiary W —RETEIMEARIZKRIE 122,055 -
Current tax assets BEAT 1B & B - 1,919
Cash and bank balances e MIR1TET 8,927 30,176
Corporate and unallocated assets RARKDIREE 100 -
Consolidated total assets e BEMAE 377,420 436,134
Liabilities =Nt
Total liabilities of reportable segments ARED B EARE 31,767 401,450
Borrowings == 268,520 408,707
Finance lease payables ENRERE - 3,387
Current tax liabilities BNEAfIE B (& 258 13,785
Deferred tax liabilities FEERIEEE 15,844 31,477
Corporate and unallocated liabilities NARARDEEEE 2,516 638
Consolidated total liabilities e BEERE 318,905 859,444
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7. SEGMENT INFORMATION (continued) 7. DEER @)
Geographical information: &R
Revenue
Wz
2011 2010
—E-——F —E-FF
HK$’000 HK$'000
BT BT
Greater China NG E 46,299 287,693
Americas =M - 128,545
Dubai HE 7,839 -
Europe BOM - 67,663
Philippines JEEE 23,256 -
Others Hib - 2,336
Consolidated total AT 77,394 486,237
In presenting the geographical information, revenue 2hRERE - WETIRE P i
is based on the locations of the customers. At the oo RMBEEBEER - AEBMAIER
end of the reporting period, all non-current assets of EEHMNAKNPER o
the Group were located in the Greater China.
8. TURNOVER 8. im
The Group’s turnover which represents manufacture, REELED(EAERARTLIHEER DA
sales of goods to customers and revenue from BAREMIREE W) T
processing service fees are as follows:
2011 2010
—F——F —T-TF
HK$'000 HK$'000
BET T BT T
Manufacture and sales of
electronic consumer products BENIEEE T HEER K
and related components R 76,383 486,237
Service fees from processing of
electronic consumer products MIEFHEEERRB@E G2
and related components fR¥% & 1,011 -
77,394 486,237
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9.

82

OTHER INCOME 9. HilgA

The Group’s other income is analysed as follows: REEEMBRADHTIT
2011 2010
—E——5F —E-TF
HK$'000 HK$'000
BT T BT
Bank interest income RITFLEUA 5 71
Dividend income from listed investments @& _FHi%E 2R B A - 167
Rental income el A 284 -
Bad debts recovered RO 3,756 -
Sundry income HIFU A 545 5,437
4,590 5,675
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10. GAIN ON DECONSOLIDATION OF A

LIQUIDATING SUBSIDIARY

As detailed in the Company’s announcement dated
6 July 2010, a direct wholly-owned subsidiary of
the Company, Tonic Electronics Limited (“TEL")
was wound up by the High Court of Hong Kong.
Messrs. Huen Ho Yin and Huen Yuen Fun have
been appointed as the Joint and Several Provisional
Liquidators of TEL by the official receiver on 30 June
2010. The Directors considered that the control over
this subsidiary has been lost since then. The results,
assets and liabilities, and cash flows of this subsidiary
were deconsolidated from the consolidated financial

1amﬁ—§%ﬁmgﬁa%éx

Rz W
BOARRBRAE-ZT—ZTFLAREZ
N - ARR—REEZEBEN
BRARAENETHERABI(ENET])E
BESEEBTEE ° Huen Ho Yin K&Huen
Yuen FUnE A= ZE—ZF SA=+HE
WEEREERZAARENETZHRAK
ERERBEBRA - EERE  BILAERZ
WEB AR ZIEHE - ZMB AR 2 %E -
BEREBBURESREBUER AL BILR
EUMBHREGAEAR B2 —ZF A
=+ HBER -

statements of the Group with effect from 30 June

2010.
HK$'000
BT T
Net liabilities of the subsidiary deconsolidated RZE—ZFXA=1+RHEHEGSE
on 30 June 2010 were as follows: AEWBAR zAEFENAT ¢
Property, plant and equipment M - R &R 26,626
Prepayments, deposits and other receivables TERTFRIA ~ 2@ R E A U I 87
Current tax assets BIHARS IR & B 1,919
Cash and bank balances Re RIRITEHETT 131
Accounts payables FEfTBR X (153,377)
Accruals and other payables JEET B EREAMERNFRIE (22,578)
Amounts due to the Group FE AR BFRIA (140,184)
Borrowings BE (92,197)
Deferred tax liabilities EERIEEE (4,114)
Net liabilities of the deconsolidated subsidiary DHCHGAARERRB AT ZBEFE (383,687)
Impairment of amounts due from the FEU B BUBSRE ABRME A7)
deconsolidated subsidiary ZRIBRE 140,184
Gain on deconsolidation of the liquidating subsidiary EUH/E & B A Rl4RE AR Z s (243,503)

BH—RBEMBRARGEEARZRESR
NFEHIIMT

Net cash inflow on deconsolidation of a liquidating
subsidiary is set out below:

HK$'000
BT T
Cash and cash equivalent balances BUHRA ARZBE RERRE
deconsolidated: TH B 8858 -
Cash and bank balances RBE& RIRITHET (131)
Bank overdrafts RITEX 8,099
7,968
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11. GAIN ON DEBT RESTRUCTURING 1. EREHAZRS

The Restructuring was completed on the Effective EHERERBMTK - REEREER
Date. In order to reorganise the Group and to MEEEERAGE - HEIMBAREE
facilitate the implementation of the Creditor BETEEAGTEIZEERA - #iE1% - A&
Scheme, the Scheme Subsidiaries were transferred ERIEZEFIFEINB AR - EETFEEA
to the Administrators of the Creditor Scheme. The Z M B AR BN 20 « RAEA
Group has ceased to control the Scheme Subsidiaries B srEIMEARIZXE  EEREEMN
after the transfer. The particulars of subsidiaries RBeREBRNEB KR -

84

transferred to the Administrators are set out in note
20. On the Effective Date, the results, assets and
liabilities, and cash flows of the Scheme Subsidiaries

were derecognised from the Group.

Notes HK$'000
Htat BT
Net liabilities of Scheme Subsidiaries
derecognised on the Effective Date WAk A BIE 42 FERET 2
were as follows: MEARZBEFBET
Property, plant and equipment E NN e 180,161
Prepayments, deposits and
other receivables TERRUR « He REMERGIE 17
Cash and bank balances Be RIBITHETT 724
Accounts payables FERTERFR (163,971)
Accruals and other payables et B E R E MRS FRIE (49,111)
Borrowings BE (94,428)
Current tax liabilities BIHATHE A E (13,452)
Deferred tax liabilities FERIERE (20,711)
Net liabilities of Scheme Subsidiaries
derecognised BRIFERTEINB ARz BEFE (160,771)
Less: Release of the related foreign
currency translation reserves B BB INE R E R (18,931)
Proceeds from the issuance
of shares transferred to the
Administrators MEE AEEBRITRG TS E0E (@) 80,000
Debt restructuring costs in form
of remuneration shares issued AR BA RS EE R B 1T NS IR D e = 2
to the financial advisors B EAR A (b) 4,649
Amounts recoverable from a
scheme subsidiary AE—RAENBARKEZEE (0 (122,055)
Gain on debt restructuring ERFEAR 2 Wk (217,108)
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For the year ended 31 March 2011
HE—F——F=A=+—HIFE

11. GAIN ON DEBT RESTRUCTURING

1. BRERA W @)

(continued)
Net cash inflow on debt restructuring is set out EREHACRSRNFERINAT
below:
HK$'000
BETT
Cash and cash equivalent balances derecognised:  #X FER 2R e KERREIEE #H%E
Cash and bank balances W& RIRTTEETT (724)
Bank overdrafts RITHEL 19,298
18,574

(a)

On the Effective Date, 909,785,366
Subscription Shares with a par value of HK$0.01
each at a price of approximately HK$0.0879 per
Subscription Share were issued and allotted to
a new investor, Skill China Limited, for the cash
consideration of HK$80 million. Based on the
Creditor Scheme, all proceeds from the issuance
of the Subscription Shares was made available
to the Administrators to settle and discharge
the Claims under the Creditor Scheme.

On the Effective Date, 52,894,498
Remuneration Shares with a par value of
HK$0.01 each at a price of approximately
HK$0.0879 per Remuneration Share were
issued and allotted to two financial advisors in
settlement of professional fees of approximately
HK$4,649,000 attributable to the Company
in relation to the Restructuring. As the fair
value of these professional advisory services
in relation to the Restructuring cannot be
estimated reliably, such services received by
the Group were measured by reference to the
fair value of the share issued in settlement of
the relevant processional fees, in form of the
equity-settled share-based payments, measured
at the Effective Date the counterparties render
services.

(a)

(b)

REBBH - BIRSRIABBRMLOE
#0.0879 L 2 BIgM — B INEEE
BEB PR A R) 317 & Br #£909,785,366
ISR EESE0.01 T 2 REIRG
{4 R(E BB 80,000,000 ° RiE
EREAGTEl - BITRERG B A
FEHREEAAEESREBREREA
FTEITETER-

RERAE  BRERMSRG 5
#50.0879 7T 2 B 1% [7) A 44 B 765 B i 3%
77 X B 352,894,498 I8 & I (B 5 5
0.01 T ZBNE D - NERNARABH
EAE(R BB 44,649,000t 2 B ¥
B BmRZEAMEAZERMN
RIS 2 A EEER SEF - ANEE
BN ZERBLEREFEBRE
BREMBITRDZAFENESEE
AR 3k 2 R R A3 B HR S 7 4
HRTEHEETE o
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For the year ended 31 March 2011
AR —F——F=A=1—HIFE

11. GAIN ON DEBT RESTRUCTURING

(continued)

(@

During the year, an indirect wholly-owned
subsidiary of the Company, Xin Lian Digital
Technology Company Limited, borrowed bank
and other loans (collectively the “Xin Lian
Loans”) with the aggregate principal amounts
of approximately RMB103,000,000 (equivalent
to approximately HK$122,055,000) at the
end of the reporting period in repayment of
the equivalent amounts of bank and other
loans of a scheme subsidiary (the “Scheme
Subsidiary”), Dongguan Tonic Electronics
Limited. The Xin Lian Loans were pledged
by the leasehold land and buildings (the
“pledged properties”) held by the Scheme
Subsidiary with an estimated market value of
approximately RMB145,000,000 (approximately
HK$171,825,000) and equipment and tools
of an indirect wholly-owned subsidiary of the
Company with the aggregate carrying amounts
of approximately HK$14,199,000 at the end of
the reporting period. Under the Xin Lian Loans
arrangement, it is expected that the repayment
of the Xin Lian Loans will be satisfied by the
proceeds from the subsequent disposal of the
pledged properties to recover the corresponding
amounts due from the Scheme Subsidiary.

1. BEEHE W @)

(@}

FARN - ARR—REEZEHNEA
RAISHEBREAERAREBARIT
MEMER(GRBIEHER]) R
BREHHLERRSRBBHNAAR
# 103,000,000 7T ( 49 48 & B 75 #&
122,055,0007T) * AEE—K&HEIH
BRR([:TEIMERE )RR NE
FTAERABZ EFERITREMEK -
EWERAGT I E QT E™
B4 A5 AREE145,000,0007T (49751
171,825,0007C ) 2 & T # R EF
((ERYEDRRRERARES
ARal—REEZEMBARKEAR
{BE#)8814,199,000T 2 R & T A
TEHRIR - RIBSH ERTH - TS
BREBEERIFYE G HEE
B E R AR B BB AR
W [B] 48 FE R IE o

12. FINANCE COSTS 12. A& A A
2011 2010
—B2-—-F ~—Z-FF
HK$’000 HK$'000
BET T BT
Interest on borrowings wholly repayable HRAFATEEE
within five years: BEZHE
Bank and other borrowings RITREAMEER 32,224 22,337
Loans from the ultimate holding company RE R AR 2 EHR 800 -
Finance leases MmERE 111 117
33,135 22,454
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For the year ended 31 March 2011
HE—F——F=A=+—HIFE

13. INCOME TAX

13. Fif5#

2011 2010
—E——F —ET-FF
HK$’000 HK$'000
BET T BT T
Current — Hong Kong: BIER—&0% -

Overprovision in prior year B FEEBERE - (904)

Current — Mainland China: BNEA— FR B Ay,
Charge for the year AEEEA - 410
Deferred tax (note 31) EERIE (F7E31) - (14,488)
- (14,982)

Neither Hong Kong Profits Tax nor the PRC
Enterprise Income Tax has been provided, since the
Group has no assessable profit for the year. During
the prior year, tax charge on profits assessable in the
PRC was calculated at the rates of tax prevailing in
the PRC, based on existing legislation, interpretation
and practices in respect thereof.

The IRD had initiated tax queries to an indirect
wholly-owned subsidiary of the Company for the
years of assessment from 2005/2006 to 2008/2009.
The management is of the opinion that, in all the
relevant years, adequate Hong Kong tax provisions
were made on the Hong Kong sourced income.
Since the tax queries are still at a fact-finding stage,
the outcome of the tax queries cannot be readily
ascertained. Should the Group be unable to provide
sufficient documentation information in response
to the tax queries from the IRD and in case where
the tax charged by the IRD are different from the
estimated amounts, the Group would have to pay
an additional Hong Kong Profits Tax for the years of
assessment 2005/2006 to 2008/2009.

HAAREBRERL EERBEF - WE
BEMEAFERAPECERSH - ¥
BEFE - PEERTENTIEER YR
PERBITHRERERBARITEN - 2B X
BHIETE -

HBERAR_TZF /—Yvﬂii £z
N ZZEZNFIABEFERAR R
BEEEWBARIREMIEER - AE@EM\
RENMBERAFESRIREES 2 BAE
HEHERBTIRREE - ﬁﬁtﬁ’\ﬁfﬁﬁi‘xg?ﬁj
MRS EREER - W RERTEHER
ﬁﬂ'$%%ﬁ%?ﬁi%@ﬁﬁ%ﬁﬁ%ga@ﬁt\
TR 2 XAEE R R E TS B AT UCER 2 B¢
HEMFERARN  AEEEARZ

R ZEERFETEN S ZTENF
IR E X N REINE BRI -
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BE—_F——F=A=+—HIFEF

13. INCOME TAX (continued)

The reconciliation between the income tax and the
profit/(loss) before tax multiplied by the Hong Kong

profits tax rate is as follows:

13. Fi8 8 ()
PSR AR B AT R, (B518) T LA B4 7
ERPRFEY HEMT

2011 2010

—EB-——f ZT-TF

HK$’000 HK$'000

BETR BETT

Profit/(loss) before tax: BRELATREF,(EIE) 388,444 (805,396)
Tax at the domestic income tax rate 1£165%(ZE—ZF :16.5%)

of 16.5% (2010: 16.5%) AP HIR R B 2 B8 64,093 (132,891)

Effect of different tax rates of subsidiaries MBRATRME 2 (12,069) (26,406)

Adjustments in respect of current tax of HBEFEAETIE

previous year TR - (904)

Income not subject to tax HBARTA (94,124) (226)

Expenses not deductible for tax IRtk 37,587 103,977

Tax losses utilised from previous periods BHAAEHE 2 FREEE (912) (300)

Tax losses not recognised AERZHIEERE 5,425 41,492

Others Hih - 276

Tax at the Group's effective rate BASEEBRTEFE 2HIE - (14,982)
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For the year ended 31 March 2011
HE—F——F=A=+—HIFE

14. PROFIT/(LOSS) FOR THE YEAR
The Group's profit/(loss) for the year is stated after

charging/(crediting) the following:

14. ZEEHF (BR)

MNIATBIEETIE

REE 2 AFEREF, (B58)EIG (5

2011 2010
—E——fF —ZE-TF
HK$'000 HK$'000
BT BT IT
Cost of inventories sold BEFERA 75,007 522,321
Provision against inventories FERE 2,516 270,945
Loss on auctions of sequestrated inventoriest A #INFAFE 2~ &8 - 156,000
Gains on derivative financial instruments, net  $74& 4R T Bk - F4E - (464)
Depreciation on property, plant and equipment #)% - B MR EITE 17,886 41,216
Amortisation of software development costs* B {FFAZE kAN EE 5 * - 55
Research and development costs: FE RN
Amortisation of deferred development costs* A R B R AN B - 5,577
Current year expenditure RNEERE - 123
- 5,700
Minimum lease payments under operating T REFELERES
leases on land and buildings SEBEERIE 639 524
Auditors’ remuneration e Eililisn 713 570
Employee benefits expense (including directors’ 8 TN X (RIEES
remuneration — note 15): & —Aat15)
Wages, salaries and allowances T& - #He 2y 16,550 79,828
Pension scheme contributions RIREFTEIHR 253 819
16,803 80,647
Provision for impairment of assets: BERERE
Impairment of items of property,
plant and equipment Y - BEREBEERE 2,070 156,268
Impairment of deposits for acquisition of Wiz - MmN RBIEE
items of property, plant and equipment ZIEERE - 53
Impairment of intangible assets B EERE - 4,713
Impairment of accounts receivables FEUBRRURE - 32,710
Impairment of factored accounts receivables FERR R IEBERFURE - 19,691
Impairment of deposits and other receivables &4 K H b e I R IE R (E 211 10,799
Impairment of prepaid land lease payments TEfT A EFIERE - 598
2,281 224,832
Loss on disposal of items of property, HEME - BER
plant and equipment [ETEE 2 EE - 43,083
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For the year ended 31 March 2011

14. PROFIT/(LOSS) FOR THE YEAR

15. DIRECTORS’ AND FIVE HIGHEST PAID

90

BE-F——F=A=1—ALFE

(continued)

* The amortisation of software development costs and the
deferred development costs for the prior year were included
in “Selling expenses and distribution costs” and “Cost of
sales”, respectively, on the face of the consolidated income
statement.

**  The Group had no forfeited contributions available to offset
its future employers’ contributions during the year.

# Further details of the auctions are stated in note 19 to these
financial statements.

INDIVIDUAL EMOLUMENTS

* %

14. ZEERR,(&EB) @)

BEFEZ G FAENA EERERA#ED
DRFAEE KR 2 [HEXH RS HERA R

[HERA] -

FA - AREWERREHAHAREEARE

ZIEEMFR -

BRBEZE-FFBEINN ST B RRM T

19°

15. EERANVESHEES 25

Salaries,
allowances
and benefits Pension
in kind scheme

%% contribution Total

Fees RER E#E& emoluments

He BNER FEIER aEH

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

Name of Directors EEfP BETT BETT BETT BETT

Executive directors: HITES !

Dr. So Shu Fai (i) EEBEL() - 92 4 %

Mr. Mak Bing Kau (i) BRI - 61 3 64

Mr. Ng Wai Hung (i) hig# () - 61 3 64

Mr. Lau Cheuk Lun (i) B =) - 165 4 169

Mr. Ling Siu Man, Simon (ii) BV ) - 1,149 19 1,168

Mr. Wong Ki Cheung (ii) SHE LA - 1,166 12 1,178

Ms. Li Fung Ching, Catherine (ii) ZEE L) - 1,166 12 1,178
Independent non-executive directors: BV IEHTES

Mr. Pang Hon Chung TEREE 107 - - 107

Mr. Cheng Tsang Wai BERETE 106 - - 106

Mr. Chung Hing Wah, Paul BEERL 88 - - 88

Total for the year ended 31 March 2011 —ZE——£= A=+—H |- EE 8T 301 3,860 57 4,218

(i):  Appointed as a director on 11 December 2010

(ii):  Resigned as a director on 1 January 2011
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For the year ended 31 March 2011
HE—F——F=A=+—HIFE

15. DIRECTORS’ AND FIVE HIGHESTPAID 15. EER AN ESHEE 2HM

INDIVIDUAL EMOLUMENTS (continued) (4%)
Salaries,
allowances
and benefits Pension
in kind scheme
%4 contribution Total

Fees EER BkE emoluments
ok ENEAN B [t aEH
HK$'000 HK$'000 HK$'000 HK$'000

Name of Directors EEpg BETT BT BT BT
Executive directors: PTEE:
Mr. Ling Siu Man, Simon BEONEAE - 2,997 120 317
Mr. Wong Ki Cheung BHELE - 1,588 79 1,667
Ms. Li Fung Ching, Catherine FEELT - 1,588 79 1,667
Mr. Lam Kwai Wah ML E
(Resigned on 12 January 2010) (R=T-TE-A+ZHEH) - 1,110 6 1,116

Independent non-executive directors: B JEHITESE :

Mr. Pang Hon Chung TERRE 86 - - 86
Mr. Cheng Tsang Wai BEEEE 85 - - 85
Mr. Chung Hing Wah, Paul EEERT 70 - - 70
Total for the year ended 31 March 2010 —Z—-Z£=A=+—-HFFEE: 241 7,283 284 7,808
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For the year ended 31 March 2011
BE-_E——F=A=+—HIFEF

15. DIRECTORS’ AND FIVE HIGHEST PAID

5. EERANRSFHESR 2 % M

INDIVIDUAL EMOLUMENTS (continued)

The Group's five highest paid individuals during
the year included three ex-directors (2010: four
directors). Details of the emoluments of the Directors
are reflected in the analysis presented above. The
emoluments of three ex-directors and the remaining
two (2010: one) individuals for the year are set out
below:

()
FREEETENRSHALOEZANE
F(oT-TF MEEE) FEMEH
R EX 2O AATRE - A EFR
BTAM(-E—B% : ) ALREE
E2BeHsmT -

2011 2010
—E——F —E-FF
HK$°000 HK$'000
BT T BT IT
EXFEREEEZ

Salaries and allowances, and pension scheme He o 2K
contributions, as the Director disclosed above RIRES IR 3,524 -
Salaries and allowances, as employee EEFH & K= 2,134 706
Pension scheme contributions, as employee BERIRSTEII 27 8
5,685 714

There was no arrangement under which a director
waived or agreed to waive any remuneration during
the two years ended 31 March 2011 and 2010.

The emoluments of the highest paid individuals (other
than the Directors as disclosed above) are fell within
the following bands:

BEZT—FR-F-FTF=A=1—
RIEMEFERNLBTAEEHELRE
RETRME 2 25

SHEFALZHI(EXFAREEERS)
AT TR -

Number of individuals
ATEE

2011

—_E——F

2010
—E-FF

HK$ Nil — HK$1,000,000
HK$1,500,001-HK$2,000,000

B T2 %51,000,0007T 2
781,500,001 TTE#H#2,000,0007T 3

1
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For the year ended 31 March 2011
HE—F——F=A=+—HIFE

16.

17.

18.

DIVIDEND

No dividend has been proposed or declared by the
Company during the two years ended 31 March
2011 and 2010.

EARNINGS/(LOSS) PER SHARE

(a) Basic earnings/(loss) per share
The calculation of the earnings/(loss) per share
is based on the profit attributable to equity
holders of the Company of approximately
HK$388,444,000 (2010: a loss of approximately
HK$790,414,000) and the weighted average
number of ordinary shares of 419,649,007
(2010: 105,788,996, as restated) in issue during
the year calculated as adjusted to reflect the
share consolidation during the year.

(b) Diluted earnings/(loss) per share

No diluted earnings/(loss) per share is presented

as there were no potential dilutive ordinary

shares outstanding for both years.

PROFIT/(LOSS) FOR THE YEAR
ATTRIBUTABLE TO EQUITY HOLDERS
OF THE COMPANY

The consolidated profit/(loss) attributable to
equity holders of the Company included a profit
of approximately HK$68,158,000 (2010: a loss of
approximately HK$428,402,000) for the year, which
has been dealt with in the financial statements of
the Company.

16. RE

17.

18.

AARLERBE —E—— R
F=A=+—BUWAFERHENS

o} A

RIS

BRER,(&E)

(a)

(b)

BREAXEF,(FHE)
BRAF(BE) HIRERA RS
BB AL & F 4958 ¥ 388,444,000
T(ZZE—ZF : FREOEE
790,414,0007T) R FRNBETL BR
2 AT INHE 9 80419,649,007 IR
(—Z—Z 4 : 105,788,996% ' &K=
TNEtE - ARBRFE R Z [R5 A BF

SRBEERF(FER)
ERARE R EFESEEMNEE
BEEAR RUERIESRESR
7 (E1R) -

ARFERFEABRGEERFE
=R (BE)

NN

AEmEE AREEE R (BE)

BFEAREE % ) #4)75%68,158,0007T (- =
— T4 EIE4)B%428,402,0007T) © B
PR B IEHREANRIE
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For the year ended 31 March 2011
BE—_F——F=A=+—HIFEF

19. PROPERTY, PLANT AND EQUIPMENT 19. ¥1%¥ - BEK&E
Group rEH

Furniture,
fixtures and
leasehold
Leasehold  Leasehold improvement Equipment Motor
lands  buildings &@ £ER  and tools vehicles Total
BELH HEET HENERE RERIR RE &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT RETT BEFT FETT BETFT EETT

31 March 2011 “E--§Zf=t-H
At 1 April 2010, net of accumulated R-E-ZFMA-H -

depreciation and impairments, as restated BB 2 ITERAE - EE7 35,032 291,830 22,400 51,049 496 400,807
Additions RE - - 1,009 1,012 - 2,081
Surplus on revaluation EERE - 35,561 - - 35,561
Depreciation provided during the year ERRECTE (629) (11,095) (2,092) (4,057) (13) (17,886)
Deconsolidation of a liquidating subsidiary ~ BUA—FAENBARERE A% (6,537) (4,742) (1,846) (13,166) (335) (26,626)
Deconsolidation of scheme subsidiaries E BB ARGAAR (11,813)  (168,348) - - - (180,161)
Impairments HE - - - (1,922) (148) (2,070)
Exchange differences ERER 1,482 11,776 896 1,551 - 15,705
At 31 March 2011, net of accumulated RZE——%=f=+-8"

depreciation and impairments EHRZHTERAE 17,535 154,982 20,367 34,527 - 27,411
At 31 March 2011 R=E——%=f=+-H
Cost or valuation KA E(E 19,687 154,982 38,403 65,413 - 278,485
Accumulated depreciation and impairments 257 & REE (2,152) - (18,036) (30,886) - (51,074)
Net carrying amount REFE 17,535 154,982 20,367 34,521 - 227,41
Analysis of cost or valuation AR BB
At cost BRAE 19,687 - 38,403 65413 - 123,503
At valuation RIEE - 154,982 - - - 154,982

19,687 154,982 38,403 65413 - 278,485
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For the year ended 31 March 2011
HE—F——F=A=+—HIFE

19. PROPERTY, PLANT AND EQUIPMENT

19. ¥ - BEKRE @)

(continued)
Group REH
Furniture,
fixtures and
leasehold
Leasehold  Leasehold Construction improvement Equipment Motor
lands  buildings inprogress fxf#ER  and tools vehicles Moulds Total
BETH HEET RRIE HEVERE RERIA RE ER it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BRI EBTTL BRI BRI BETTL EBTT BETT EBTTL
“F-BEzA
31 March 2010 =1-H
At1 Apri 2009, netof  R-ZTAE
accumulated depreciation  [WA—H
and impairments, EARETER
as restated e EE5 42,000 332,832 92,027 69,350 149,413 862 16,816 703,300
Additions RE - - - 11,828 400 - 11,459 23,687
Disposals & (5.622) (3,840) - (11,769) (78,477) (15) (1,150) (100,873)
Impairments A (598) - (89,397) (39,778) (7,120) (228) (19,745) (156,866)
Deficit on revaluation ELy - (27,384) - - - - - (27,384)
Depreciation provided
during the year FhRBZIE (764) (12,520) - (7.259) (13,170) (123) (7,380) (41,216)
Transfers 23 - 2,654 (2,654) - - - - -
Exchange differences EiER 16 88 2 28 3 - - 159
At31March 2010, netof R=Z-ZF
accumulated depreciation  =A=1+-F -
and impairments, as EHNREHTER
restated HiE SE7 35,032 291,830 - 22,400 51,049 49 - 400,807
R-%-%%
At 31 March 2010 ZA=t-H
Cost or valuation KA HE 44,291 291,830 - 52,87 92,584 6,152 - 487,144
Accumulated depreciation
and impairments ZHRERBE (9,259) - - (29,887) (41,535) (5,656) - (86,337)
Net carrying amount, as
restated RHFE - £E5) 35,032 291,830 - 22,400 51,049 49 - 400,807
Analysis of cost or valuation, A s AEEAT
as restated ]|
At cost BHAE 44,291 - - 52,287 92,584 6,152 - 195314
At valuation BiEE - 291,830 - - - - - 291,830
44,291 291,830 - 52,287 92,584 6,152 - 487,144
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For the year ended 31 March 2011

BE—F——F=HA=1—HIFE

19. PROPERTY, PLANT AND EQUIPMENT

96

(continued)

The recoverable amount of impaired asset is
estimated in order to determine the extent of any
impairment loss on property, plant and equipments
("PPE"). The recoverable amount of the PPE is the
higher of its estimated fair value less cost to sell
and value in use. During the prior year, as there
are uncertainties relating to the implementation
of the future business and production plan of the
Group pursuant to the proposed restructuring, the
Directors considered that it is more appropriate to
determine the recoverable amounts on the basis of
their estimated fair values less cost to sell. The fair
values of the Group’s PPE have been estimated by
reference to market evidence of recent transactions
for similar assets. The impairment loss is recognised
and charged to income statement in the period in
which it arises to the extent that the carrying amount
exceeds its recoverable amount.

During the current year, upon completion of the
Restructuring, the Directors considered that it is
more appropriate to determine the recoverable
amounts of the PPE on the basis of the higher of its
estimated fair value less cost to sell and values in use.
Impairment losses recognised in respect of the PPE in
the year amounted to approximately HK$2,081,000
that has been recognised in profit or loss. These
losses were attributable to greater than anticipated
obsolescence.

During the prior year, the Group had experienced
rapid and continuing deterioration in its business
due to the drastic decline in turnover, customers’
purchase orders, production scale and customer
confidence as a consequence of the global financial
turmoil. With a view to further reduce costs and
to mitigate the loss-making position of the Group,
the Group had suspended and closed down its
remaining operations of the manufacturing plants
in Qi Shi Town and Tangxia Town, Dongguan, PRC.
In light of the changes in economic conditions,
the Directors considered that certain items of the
PPE of the Group, with the carrying amounts of
HK$156,268,000, were impaired, and the resultant
impairment losses with the equivalent amounts were
recognised and charged to the consolidated income
statement for the year ended 31 March 2010.
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EREEESMHTAIREEE  UEEY
X BEERRE(IDE BEREHBDZ
EREBERREE - W% - BEEREBAY
U 101 %8/ EL AR AT TERL & AR B
REZzE®E  -NEEFE - AR AR
BMITAEERBEAER C EB R EER
AFETHREIRE  ESRR/REMA
FER D ER A 2 R E A W E S R
REG - ARENE BERRBZAF
BEN2RAMBEUEER 5 2 H5EEM
EH AT - MEEEMESRET KB S5E -
AlgERREBRMNAEESAKER
FHRR ©

RAFE  SHETKE  EFRE - EH
AATEREENABETRAE REES
EVE BEREEHEZAIJRESERZE
e FARYE  BERSEERZHE
BB #4)E12,081,0000 B R IERTER © %
EHBTHRFERBRERBEAX -

RAFE SRS EWATE &1
B RPHIE HEABREFELEE
T AEBEEBSRRFEEE - Bl
—SHIRR AR EAEEBEMRR - &K
SEEEREAENTRESCABERE
EHRAEMEZHTER - SEREENK
NEE EEREAESEEBERBE
156,268,000 T 2 & T - BFE Lk&iH#HE
BERE  MEHZEEREHBBERE
E-E-TE=-F=1+-BUFEEIR
BiRE WSRO ©
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For the year ended 31 March 2011
AR —F——F=A=+—HIFFZE

19. PROPERTY, PLANT AND EQUIPMENT 19. ¥1%¥ - BERRZRE @

(continued)

Due to the adverse impact of the down-sizing of
the operations and the resultant immense pressure
on the cash flow of the Group, the Group had
delayed salary payments to certain of its workers
and staff during the year ended 31 March 2010.
In November 2009, actions had been taken by =
EMEEREAEHELEEREZEE ("Dongguan
Tangxia Town Shitanpu Community Residents’
Committee”*) and R IE & A0 B i 55 B AR Tk
("Dongguan Tangxia Town Shitanpu Labour Service
Station”*) to sequestrate certain of the Group’s
assets (collectively “Sequestrated Assets”) located in
the factory in Tangxia (“Tangxia Factory”) with the
carrying amounts of approximately HK$21,048,000
for equipment and machines (which was included
in the aggregate amounts of PPE disposals as
disclosed above for the year) and approximately
HK$160,196,000 for inventories respectively.

The auctions of those Sequestrated Assets had
subsequently been held from 2 December 2009 to
13 December 2009. The proceeds of approximately
HK$15,876,000 for equipment and machines, and
approximately HK$4,196,000 for inventories from
the auctions were fully utilised as partial settlement
of the salary and compensation payables to the
respective workers and staff working in the Tangxia
Factory. The resultant losses of approximately
HK$161,172,000, in aggregate, on auctions of
Sequestrated Assets, approximately HK$5,172,000
for equipment and machines, and approximately
HK$156,000,000 for inventories respectively,
representing the difference between the net
proceeds and the net carrying amounts of the
Sequestrated Assets, were recognised and charged
to in the consolidated income statement for the year
ended 31 March 2010.

R AEEREEERBREmMEHREER
CREBENTERNZTFFE  AEE
REE-ZE-—ZFF=F=+—HIFE
BREFTIANEIHE R_ZTZTA
F+—A RxmBEEEAERHTER
REZEgEEMEEAAERE IR
BRI ATE) - MBAEEE FTURE
ERE([EERE]) REED BB
21,048,0007T 2 45 g8 (B 5T A L STAT
WEFRNLEYE - BE MRERE) R
75%160,196,000t 2 T E 2 BE(FHE 2
HM|EE]) -

ZECHHEECHEHERZ-TTNF
+-AZHEZEZEAF+=-A+=0%£
1T o HEFTEFRIAD 54978 # 15,876,000
TL (BB R ES) R4 4,196,000 (17
B) 2HBERBEENTREEREL
EZZBMIARBIZE D HEREE -
MECHREEMTRAEIES XLE
#161,172,0007C (& 58 B R 1 23 bA &
FED R A#EES,172,0007T k4B
156,000,0007T * HHE R FT1S5RIE FREEE
MAEEREFE ZH)EREE-Z—
TFE=A=F+—HLEFEZEAKRZ RSP
MR RINR ©
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19. PROPERTY, PLANT AND EQUIPMENT

98

(continued)

At the end of last reporting period, having regard
to the changes in the market conditions and the
existing use of the Group’s leasehold lands, the
Directors carried out a review on the recoverable
amount of the Group’s carrying amounts of
leasehold lands at 31 March 2010. The recoverable
amount of the leasehold lands had been determined
on the basis of its estimated fair value less cost
to sell. The review led to the recognition of an
impairment loss of approximately HK$598,000 that
was recognised and charged to consolidated income
statement for the year ended 31 March 2010.

The Group’s leasehold lands and buildings were held
under the following lease terms:

19. % - BERRE @)

RIEHHLEER ZEITMREFHRA
SEAE T RGER  EFHAER
HETHWHR —_T—ZFTF=-_A=+—HE@
B RE¢EETEN - AE L2 A
W Bl &R E G A FERE SR E
T o BHGHRERA AR B LEN 598,000
T REBE-E—ZTF=-A=+—AHL
FEZIFARBRERNIOR -

AEBEE T METRIATERIFE -

2011 2010
—E——5 —E-TF
HK$'000 HK$’000
BET T BT
Held under medium term leases LA ERFA 4035
- Hong Kong — &5 - 11,370
— Mainland China — B R 172,517 315,492
172,517 326,862

In determining the fair value of buildings, the valuers
have utilised a method of valuation which involves
certain estimates. The Directors have exercised
their judgements and are satisfied that the method
of valuation is reflective of the current market
conditions. The Group’s buildings were revalued
at 31 March 2011 and 2010 by the independent
professional valuers, Jones Lang LaSalle Sallmanns
Limited, on an open market basis at approximately
HK$154,982,000 (2010: HK$291,830,000),
assuming all relevant title certificates which have
been obtained and the buildings could be freely
transferred. At the end of the reporting period, a
revaluation surplus of approximately HK$35,561,000
(2010: a deficit of approximately HK$27,384,000)
resulting from the above valuations have been
dealt with as movement in the property revaluation
reserve.

TONIC INDUSTRIES HOLDINGS LIMITED  Annual Report 2011

RETEFQAFER  HEMSERIL
BTHFZEERE - ESCIEHHE -
WEMEEETRBIBITMR - R=ZF
——EN_E-TF=ZF=+—0H " B
BEGHEMPEBTAMERABEEA
FAmisEETREMAEEEEZEDR
BSEEFIEHERE  HAEEEFED
B E LS 8 154,982,000 0 ( =& —
T4E 5 #0291,830,0007T) © KRS B
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19. PROPERTY, PLANT AND EQUIPMENT 19. ¥1%¥ - BERRZRE @

(continued)

At the end of the reporting period, had the whole
class of the Group’s buildings been carried at
cost less accumulated depreciation, their carrying
amounts would have been included in the financial
statements at the carrying amount of approximately
HK$95,887,000 (2010: HK$206,097,000).

At the end of the reporting period, the Group
was in the process of obtaining the land use
right and building ownership certificates in
respect of the Group’s certain lands and buildings
located in the Mainland China with the carrying
amounts of approximately HK$17,535,000 (2010:
HK$16,700,000) and HK154,982,000 (2010:
HK$183,999,000), respectively.

At the end of the reporting period, certain of the
Group's leasehold lands and buildings with the
carrying amounts of approximately HK$17,535,000
(2010: HK$35,032,000) and HK$154,982,000
(2010: HK$226,631,000), respectively, were pledged
to secure for certain bank and other borrowings
of Group as further detailed in note 28 to these
financial statements.

At the end of the reporting period, equipment and
tools with the carrying amounts of approximately
HK$14,199,000 (2010: HKS$nil) were pledged to
an independent third party to secure for other
borrowing as further detailed in note 28 to these
financial statements.

Included in the carrying amounts of equipment and
tools at the end of the reporting period were assets
held under finance leases with a carrying amount of
approximately HK$nil (2010: HK$19,359,000 ).

* The English name is for identification purpose only

RBEMEEER - MASBEREERE
FEARRBTTEAR - A EREERE
REEEE 4B 95,887,000 L(—E—F
F : B#206,097,00070 ) st A F R« -

RMEHEEER  AEBEHREMR
R B A AR TE B 9 B 4978 # 17,535,000
T(ZZE—FF : #%16,700,0007T) &
515 154,982,000 L ( Z 2 —ZF + B
183,999,0007T ) 2 & T s R iEF - BEL
T AREREERMARES -

RMEHEEER  AEEETED B
475 % 17,535,000 0 ( ZF—ZTF : B
35,032,0007T ) K 7% 154,982,0007T( —Z
— T4 H#0226,631,000T) 2 ETHE
T REFOER - UEALSHBRE
MIFE28FTHE — St R EE B TRITRE
e B2 E A -

NREHEEER  EEELHEE
14,199,000t (= —FF : FEZL) 2
BHERTACABYE = HEE - LEA
It W A IRAR M 28T — S i H A (&
B2 o

RIFEHBELEER  [ERTAERERERS
EREBENABEZT(ZZE—ZF : B
19,359,00070) RIEREHERFE 2 EE ©
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20. INVESTMENTS IN SUBSIDIARIES 20. R BARIZRE
Company
RAF
2011 2010
S
HK$°000 HK$'000

BT BETIT

Unlisted investments, at cost ELETIRE - 1R AE 58,822 58,812
Less: Impairments B ORE (58,812) (58,812)
10 -
The balances with subsidiaries were unsecured, WEAR S ERE 2B AEETE
interest-free and had no fixed term of repayment. ZhER o
Particulars of the Company’s subsidiaries are as RATIMEBART ZEEMT :
follows:
Place of
incorporation/  Nominal value of
registration issued/registered/ Percentage of
and operation  paid-up capital equity attributable Principal
Name MY B  BRT/ER tothe Group  activities
8 REEHE EARAEE AEERERERS L TEER
2011 2010
“E-—-§ ZT-TF
% %
Directly held:
EERE:
Champion Apex Limited Hong Kong HK$10,000 100 100 Trading of electronic
ERERDA BE 7#10,0007T consumer products and
related components
BEETHBERR
iEl R
Grand Golden Profit Limited Hong Kong HK$10,000 100 100 Inactive
AleNBRAT Bk 78 110,0007T BEXT
Tonic Electronics (B.V.1.) Limited  British Virgin HK$1 100 100 Investment holding
Islands (“BVI")  ##17T REER
EERAHE
([RBRIHEE])
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20. INVESTMENTS IN SUBSIDIARIES 20. RN B AR ZRE @)
(continued)
Place of
incorporation/  Nominal value of
registration issued/registered/ Percentage of
and operation  paid-up capital equity attributable Principal
Name HMRYL &R BRT/EM to the Group activities
8 REXHE BARAEE rEERERER DL TEEHR
2011 2010
“B-—-F “Z-ZF
% %
Indirectly held:
BiEEs
REsBygBEREERAR! PRC RMB56,730,488 100 100 Manufacture, processing,
(Dongguan Xin Lian Digital H AR #56,730,4887C and sale of electronic
Technology Co., Ltd.**) consumer products and

related components
g MINHEETH

BEmIERE Y
RS HBREERAR" PRC Us$700,000 100 - Dormant
(Dongguan Yuejin Digital F 700,000% 7T EEE
Technology Co., Ltd.**)
TBEBES(RYINER AR PRC RMB506,462 100 - Dormant
(Guan Hua Gang Trading R AEH506,4627T EREB
(Shenzhen) Co., Ltd.**)
Tonic DVB Marketing Limited BVI/PRC Us$0.01 100 100 Dormant
EBRAER/  001ET EEEH
HE
Tonic Marketing Limited BVI Us$0.01 100 100 Investment holding
RERAHE 0.01%7T REAZK
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20. INVESTMENTS IN SUBSIDIARIES 20. RMIB AR ZRE @)
(continued)
Place of
incorporation/  Nominal value of
registration issued/registered/ Percentage of
and operation  paid-up capital equity attributable Principal
Name SR B BRI EM to the Group activities
A% REZHE EARAEE AEERERERS L TEXER
2011 2010
—B-—-f “T-TF
% %

Particulars of Scheme
Subsidiaries are as follows:

FEMBARZFEMT
Agility Investments Limited BVI Us$1 - 100 Inactive
RBREAHES E HEXT

Tonic Technology Limited Hong Kong HK$10,000 - 100 In liquidation

RORBERAF E 7#10,0007T T

RESREFHERAF PRC HK$24,527,340 - 100 Inactive
(Dongguan Gold Beam FE 78124,527,3407T e
Electronics Co., Ltd.**)

RERNEFERRA PRC HK$90,299,051 - 100 Inactive
(Dongguan Tonic Electronic 1 751#90,299,0517T e
Co., Ltd.**)

REmEBR s RERAR PRC RMB500,000 - 100 Inactive
(Dongguan Jin Lian Technology F& AR#500,0007T EREY
Products Ltd.**)

Gold Beam Developments Hong Kong HK$2 - 100 In liquidation
Limited B BT BT

ERERARDA

Panatone Licensing Limited BVI US$1 - 100 Inactive

EEELHE 1% EEER

Tonic Centerus Wind Energy BVI Us$200 - 100 Inactive
(Holdings) Limited BREIES 200%7T BmER

EhERKRE(ER)ER AR

Tonic Digital Products Limited Hong Kong HK$100 - 100 In liquidation

RNEBERERAF BE EH1007T AT
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20. INVESTMENTS IN SUBSIDIARIES

20.

KRB AR Z2RE @)

(continued)
Place of
incorporation/  Nominal value of
registration issued/registered/ Percentage of
and operation  paid-up capital equity attributable Principal
Name SR B BRT/EM tothe Group activities
B REXBE EARAEE AEEFERETIE TEEHR
2011 2010
ZB——-f “ZT-TF
% %
Tonic Electronics Limited Hong Kong Ordinary HK$200 - 100 In liquidation
FNEFERAA & Non-voting deferred BEH
HK$300,000%
BIRARE #2007 &
BREETREY
300,0007T#
Tonic Enterprises Limited BVI US$1 - 100 Inactive
EBRURS 17T eSS
Tonic International Limited BVI/PRC HK$0.01 - 100 Inactive
BRRES/ A%00IT eSS
HE
Tonic International Investment BV US$1 - 100 Investment holding
Limited EBRURS 17T REER
RHBERREFRAA
Tonic Investment (B.V.1.) Limited  BVI HK$0.01 - 100 Investment holding
EBRURS #10.017T REER
BARORINER AR PRC RMB15,400,000 - 100 Inactive
(Tonic Technology HE AEH15,400,0007T eSS
(Shenzhen) Ltd.**)
Tonic Trading Development Hong Kong HK$100 - 100 In liquidation
Limited B 100 B
ROBBERERLA
Tonic Venture Capital Limited Hong Kong HK$1,000,000 - 100 Investment holding
ROBIEREFRAA 0 7%1,000,0007T REER
TA Limited Hong Kong HK$10,000 - 100 Inactive
3 75%10,0007T e
Technotrend Trading Limited Hong Kong HK$10,000 - 100 Inactive
3 75%10,0007T eSS

TR —FFH ROIEXERERAA

103



NOTES TO FINANCIAL STATEMENTS
51 7% S 7 P =

For the year
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BE-F——F=A=1—ALFE

20. INVESTMENTS IN SUBSIDIARIES

(con
#

#H

**

tinued)
Wholly-foreign-owned enterprises

The non-voting deferred shares carrying the right to one-half
of the profits after the holders of the ordinary shares have
received a dividend of HK$1,000,000,000,000, have no right
to vote at general meetings, and carry the right to receive
one-half of the balance of any surplus in a return of capital
in a winding-up after the holders of the ordinary shares have
received a total return of HK$500,000,000,000,000. None of
the non-voting deferred shares was held by members of the
Group at the end of the reporting period.

Companies incorporated during the year

The English name is for identification purpose only

20. R B AR Z2RE (@)

# S EEERF

L EIRERBEERO SRR EEBRES
A Ug Y% %5 1,000,000,000,000 7T % B 18 E 15
—HEA AEERREASRE  BEKR
RIRELBR/FEAKRBREE RN EESE
500,000,000,000,000 7T 14 Yz B (F 7] £ 4 1) — ¥
HREERRBIRA - REEEMK S ABRHREH
BEE B ERA SR EHRTARY

* RERZEMKLZ AT

o RXEBEHES

21. INVENTORIES 21. BE
Group
rEE
2011 2010
—=E——fF —E-TF
HK$’000 HK$'000
BT T BT T
Raw materials R 429 1,466
Work in progress TR 6,743 -
7,172 1,466
22. ACCOUNTS RECEIVABLES 22. FEURBRZR
Group
rEE
2011 2010
—2——-fF —E-FF
HK$°000 HK$'000
BET T BB
Accounts receivables FEUER TR 9,801 33,541
Less: Impairments (note 14) W B (K EE14) - (32,710)
9,801 831
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BE—F——F=HA=1—HIFE

22. ACCOUNTS RECEIVABLES (continued)

The Group’s trading terms with its customers are
mainly on credit. The credit period is generally 30
days extending up to 90 days for major customers.
The Group seeks to maintain strict control over its
outstanding receivables in order to minimise credit
risk. Overdue balances are reviewed regularly by
senior management. At the end of the reporting
period, the Group had certain concentration of credit
risk as approximately 63% (2010: 100%) and 100%
(2010: 100%) of the Group's trade receivables were
due from the Group’s largest trade debtor and the
five largest trade debtors, respectively.

22. EUBR R (41)

AEBERTFEESKEAETEREES
N EEH—RA30E  TBERXFPHEE
HBEEZ &% A908  NEEJKEEX
Ul R R IB M BRI ) - AR ERIE
EERR - @SB AEERERESEETEA
ETHEN NBEHRAEER  ~5H
2ETEERRSET  RRALTELEES
JEMEERKI63% (ZF—FF : 100% ) &
100% (ZF—Z4F : 100% )7 Bk B A&
ESEAZSEFARTREARBSEHA

The aging analysis of accounts receivables at the end RERERHEEBRER AT ENER
of the reporting period, based on the invoice date, is R BRER TR
as follows:
Group
rEE
2011 2010
—2——F —T-TF
HK$'000 HK$'000
BT T BT
30 days or less 30HEAT 5,261 831
31 to 60 days 31HZE60H 4,540 -
9,801 831

The movements in the Group's provision for
impairment of accounts receivables are as follows:

AEBRUESFRER B 2EZBBEROT

HK$'000
BT
Balance at beginning of the year FHEE 32,710
Deconsolidation of a liquidating subsidiary U8 — ZNE@%WE A AR (5,823)
Deconsolidation of Scheme Subsidiaries BUHEETEIME A Zv?/;.\)\,BE (26,887)

Balance at end of the year FEL
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22.

23.

106 TONIC INDUSTRIES HOLDINGS LIMITED

ACCOUNTS RECEIVABLES (continued)

Included in the provision for impairment of accounts
receivables at 31 March 2010 were individually
impaired accounts receivables of approximately
HK$32,710,000 with an equivalent gross carrying
amount at the end of last reporting period . The
individually impaired accounts receivables related
to customers that were in default of payment. The
Group did not hold any collateral or other credit
enhancements over these balances.

At the end of the reporting period, the Group’s
accounts receivables that were neither past due
nor impaired which relate to a variety of diversified
customers for whom there was no recent history of
default.

PREPAYMENTS, DEPOSITS AND
OTHER RECEIVABLES

22.

23.

FE R BR X (41)
N-ZE-—FTE=A=+—0 BREZRZ
BB R AT A B R (B UK AR B 40 S
32,710,000t * MHE R E—E3R&E B4
EHZREAE - @RI ER-KRRERE
RNBZ2BEBRE - REBW ER IS4
BREA TR RS EMEERA -

RBESHEEER - AEBE 2 BUIRRL
EARSRE - ZEBORTER — LT
W R ErCEk 2 T RIS P 2 FRUGROR »

ANRIER - BEREMERER

Group

rEE
2011 2010
—2——F —T-FF
HK$°000 HK$'000
BT T BT T
Prepayments TR FIA 621 7,119
Deposits and other receivables B4 R H bRl EE 1,644 4,615
2,265 11,734
Less: Impairments (note 14) B ORE (AT 14) (211) (10,799)
2,054 935

Annual Report 2011



NOTES TO FINANCIAL STATEMENTS
51 7% S 7 P =

For the year ended 31 March 2011

EE=

23.

24.

25.

F——FZ A=A

PREPAYMENTS, DEPOSITS AND
OTHER RECEIVABLES (continued)

Included in the impairment recognised in respect
of prepayments, deposits and other receivables
are individually impaired deposits and other
receivables of approximately HK$211,000 (2010:
HK$10,799,000) with an equivalent gross carrying
amount at the end of the reporting period. The
individually impaired other receivables relate to
counterparties that were in default of payment. The
Group does not hold any collateral or other credit
enhancements over these balances.

Save as disclosed, none of the above assets is either
past due nor impaired and the financial assets
included in the above balances related to receivables
for which there was no recent history of default.

DUE FROM A SCHEME SUBSIDIARY/
DUE TO DIRECTORS

The amounts due from a scheme subsidiary and
due to directors were unsecured, interest free and
had no fixed term of repayment. Further details of
the amounts due from the scheme subsidiary are
explained in note 11(c) to these financial statements.

CASH AND BANK BALANCES

At the end of the reporting period, the cash and
bank balances of the Group denominated in
Renminbi (“RMB"”) amounted to approximately
HK$846,000 (2010: HK$3,072,000). The RMB
is not freely convertible into other currencies,
however, under the Mainland China’s Foreign
Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised
to conduct foreign exchange business.

Cash at banks earns interest at floating rates based
on daily bank deposit rates. The bank balances are
deposited with creditworthy banks with no recent
history of default. The carrying amounts of the cash
and bank balances approximate to their fair values.

23.

24,

25.

ERARE -ReREMERRR
H (a)

B RIE - ke REMERFIED ER
BAE R T AERRE RS & E b 8 UK
HHEE211,000 T (ZF—FF « B
10,799,0007T) - ¥ HHEAE H 2 KA
ERR - &5 E 2 H i fE s R e
REFZBFAM  AEBETERILEE
BEEEMNERREMEERA -

BRATIREEE SN - BUE L8 E D B H SR
B MEbdEHRERzeMEERTHY
R RTIRER -

EW—REMBLTIRE
EAEERIE

B —RHEINBRARRBRENEER
BTYEEE  f B RERETEER - B
ZETEIM B A PR IE 2 H A RIS R It E B
EREMFE11 QR -

BERBITESF

RIREHELEER - AEEBUARE(A
REDFAEZRERBITIEFTHABE
846,0007T (=T — = F : 13,072,000
L) e ARBAAIEBREBAEMER - A
- RIBERREANINEESRERLEE - &
MERMNEFERTE  AEBEETERE
HEITINEER 2 RITHARB LR AHA

B o

RITRERBEERRITERNTIZFEHH
RERERA B o $RITAET 077 DR L 8 4T
R BEH RFEEIRT - W RIRITH
Fz FREEREQFEES -
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26. ACCOUNTS PAYABLES
The aging analysis of accounts payables at the end
of the reporting period, based on the invoice date, is
as follows:

26. FETERFR
RIS HARI A E BIR S = A s B A e
R ERAIMT -

Group

rEE
2011 2010
—B——F —_E-TF
HK$'000 HK$'000
BET T BETT
30 days or less 30HEAT 327 134
31 to 60 days 31HZE60H 1,473 -
61 to 90 days 61HZE90H 275 225
Over 90 days EBiE90H 170 318,851
2,245 319,210

27. ACCRUALS AND OTHER PAYABLES 27. EETE AR H A BE{ FOE

Group

rEE
2011 2010
—B——F —_E-THF
HK$'000 HK$'000
BET T BETT
Other payables H{th FE A R IB 12,047 21,203
Accruals fEErE A 18,991 61,046
31,038 82,249

At the end of the reporting period, included above
are loan interest and other payables to the ultimate
holding company amounted to approximately
HK$958,000 and HK$1,469,000, respectively.

108 TONIC INDUSTRIES HOLDINGS LIMITED Annual Report 2011
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For the year ended 31 March 2011
HE—FT——F=A=+—HIFE

28. BORROWINGS 28. 68
Group
rEE
2011 2010
—E——F —E-EEF
HK$'000 HK$'000
BET T BB T
Bank loans IRITEK 112,575 272,747
Bank overdrafts RITEX - 13,178
Loans from the ultimate holding company — RE&KIER R A2 ERK 64,700 -
Other loans HEMER 91,245 122,782
268,520 408,707
Secured Vgl 131,245 277,915
Unsecured i 137,275 130,792
268,520 408,707
Carrying amounts repayable: ATERREE -
Within one year or on demand, —ERNFIREREE -
disclosed as current liabilities WEARBAR 186,755 408,707
More than one year, but not
exceeding two year, disclosed as —FRENHEBWE -
non-current liabilities WEAERBARE 81,765 -
268,520 408,707

Bank loans and overdrafts of approximately
HK$112,575,000 (2010: HK$285,925,000) are
arranged at floating rates at the range from 6.9% to
13% per annum. Interest-bearing other borrowings
are arranged at fixed interest rates at the range from
2% to 36% per annum.

At 31 March 2011, the Group’s bank borrowings of
approximately HK$112,575,000 were secured by the
mortgages over the leasehold lands and buildings of
a Scheme Subsidiary which had the estimated market
value of approximately RMB145,000,000 (equivalent
to approximately HK$171,825,000) at the end of the
reporting period.

RITERNEL 49788 112,575,00070( =
T — T4 ¢ EEE285,925,0007T) N T
B6OEZ13EZFEFRELH - it B
BERNFEE2EEI6E ZEEMNRLY
B o

W_E——F=ZF=+—H AEEZR
THEE 112,575,000 7T A 5T 216 B
RRlZHAELHREFEBERE  ®
HEHEEER  BRRBATEY
A A R #145,000,000 7T (B R LB
171,825,0007T) °
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28. BORROWINGS (continued) 28. B8

At 31 March 2010, the Group’s bank borrowings of
approximately HK$159,669,000 were secured by a
corporate guarantee granted by the Company, cross-
corporate guarantees granted by certain subsidiaries
and the Company, all monies debenture executed
by certain subsidiaries of the Company, and the
mortgages over certain of the Group’s leasehold
lands and buildings which had the aggregate
carrying amounts of approximately HK$126,082,000.

At the end of the reporting period, the Group’s
other loans of approximately HK$91,245,000
(2010: HK$78,246,000) were secured by the
mortgages over the Group's leasehold land and
buildings which had the aggregate carrying
amounts of approximately HK$172,518,000 (2010:
HK$135,581,000) and equipment and tools with the
carrying amounts of approximately HK$14,199,000
(2010: HK$nil). The loans from the ultimate holding
company of HK$40,000,000 (2010: HK$40,000,000
included in other loans) were secured by a share
charge over the entire issued capital of a wholly-
owned subsidiary of Company.
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29.

F——FZ A=A

FINANCE LEASE PAYABLE

The Group leases certain of its plant and machinery
for its operations for the year ended 31 March 2010.
Those leases were classified as finance leases and
had a remaining lease term of one year. At 31 March
2010, the present value of minimum lease payment
of the Group was approximately HK$3,387,000 and

29.

rEHEREMARIE
HE-_Z-TF=A=+—HIEE &«
SERAESTHEREEBIEEREEY
A ZSHOY AREREE 2 THA
—F -R-_E-ZTF=-ZA=+—H BE
AEETAEEy HERSRENABE
3,387,000 R AR EEHS BRI T -

the total future minimum lease payments under
finance leases were as follows:

Minimum
lease payments
=qliviikn
2010
—E-FF
HK$'000
BT T
Total minimum finance lease payments payable —FARENZHBERSE
within one year SEMESLE 3,407
Future finance charges RKRMEER (20)
Total net finance lease payables classified as NERNEBAEGBCERERE
current liabilities FETRIBFEE 3,387
30. FINANCIAL GUARANTEE LIABILITIES  30. BiiEFaE

At the end of the last reporting period, the Company
had given corporate guarantees to certain banks to
secure for general banking facilities granted to its
subsidiaries, and approximately HK$169,165,000
of those were utilised by the subsidiaries as at that
date. During the prior year, the Group had breached
certain terms and defaulted on the repayment
of certain bank borrowings. It was probable that
the Company would be liable to the claims under
any of those guarantees. Accordingly, a provision
for financial guarantee liabilities of approximately
HK$157,795,000 had been made against the
probable uncovered exposures to be borne by the
Company under the guarantees at the end of last
reporting period. At 31 March 2011, the Company
did not have any uncovered exposures in respect of
financial guarantees granted.

RE—EsRESHHEER AR AN
BARFTE—RRITHRERS THRTIED
NAER  MEBEZENBARECHRAE
AR 4975 %169,165,0007C < BAEE - A&
EgERETERRBREES TRITE
B o ARRAJEEH EAETMZSERE
TZzHEZEAl  RE—EARSHBHEEHE
B ARRIEHERETHAREEREY
EREZBRBELVBEEREERED
JE 157,795,000 - R=ZZE——F = A
=+—H  ARETEEHACRLTEE
Rz BREZHERRE -
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31. DEFERRED TAX LIABILITIES 31. EEBIEAE
The movements in deferred tax during the year FAZRERBZEMNT

are as follows:

Group
g |
Accelerated tax ~ Development Revaluation

depreciation costs of properties Total

MEHEHE RN BitNE h

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

BETT BETT BETT BETT

At 1 April 2009 RZEENENA—H 16,732 1,495 35,256 53,483

Credited to income statement for the year — ERREER A (12,993) (1,495) - (14,488)
Credited to other comprehensive income: STAREMZEMRA

- Release on disposal - RAHEEER - - (624) (624)

- Deficit on revaluation - Eft B - - (6,901) (6,901)

Exchange differences EXER - - 7 7

WZE-ZF=ZR=+-Hk

At 31 March 2010 and 1 April 2010 —“Z-ZFNA-H 3,739 - 27,738 31,477

Deconsolidation of a liquidating subsidiary — EUE—Za&HER AGA AR (3,726) - (388) (4,114)

Deconsolidation of Scheme Subsidiaries BUE B A Rl A AR (13) - (20,698) (20,711)
Deferred tax debited to other comprehensive  RE {2 EWAINR 2

income: surplus on revaluation EERE  ERES - - 8,890 8,890

Exchange differences ERES - - 302 302

At 31 March 2011 RZE——F=fA=1—H - - 15,844 15,844
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31. DEFERRED TAX LIABILITIES (continued)  31. IEEHIEEE @)

At the end of the reporting period, the Group had
tax losses arising in Hong Kong of approximately
HK$301,000 (2010: HK$286,922,000) that are
available indefinitely for offsetting against future
taxable profits of the companies in which the losses
arose. The allowable losses of the Company’s
subsidiaries incorporated in Hong Kong are yet to
be agreed by the IRD. At the end of the reporting
period, the Group also had tax losses arising in the
Mainland China of approximately HK$21,895,000
(2010: HK$98,551,000) that will expire in one to
five years for offsetting against future taxable profit.
Deferred tax assets have not been recognised in
respect of these losses as the Directors consider not
probable that these subsidiaries will have sufficient
future taxable profits against which those tax losses
can be utilised.

Pursuant to the PRC Corporate Income Tax Law, a
10% withholding tax is levied on dividends declared
to foreign investors from the foreign investment
enterprises established in Mainland China. The
requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. A lower
withholding tax rate may be applied if there is a tax
treaty between China and jurisdiction of the foreign
investors. For the Group, the applicable rate is 5%
or 10%. The Group is therefore liable to withholding
taxes on dividends distributed by those subsidiaries
established in the Mainland China in respect of
earnings generated from 1 January 2008.

No deferred tax has been recognised for withholding
taxes that would be payable on the unremitted
earnings of the Group’s subsidiary established in the
Mainland China, as the subsidiary did not have any
distributable earnings at the end of the reporting
period.

There are no income tax consequences attaching
to the payment of dividends by the Company to its
shareholders.

RREHEEER  REBAREAEL
ZHIBEEEBEYEE301,000(ZF—F
F B ¥286,922,0007T ) ¢+ A R H 45
o DR ELEBIE Y AR R RERHE
F o RRARIRBEETMALHEBARZA]
MEBBEBNRERBERRAE - NS M
HEA  AEETARPREAMEEALAZR
TEE 1R #)75121,895,000 T ( — T —T4F ¢
75 #598,551,0007T) * R —Z=RFAJE
o AT AR RERBRF - EER
A S W B A B A] RE N 4 78 B AR oK B SR A
A A EZE BB 2B IEEE
It WERZEEEERAELCHEBEE -

RIER B EERIE - R BIARRER
ZHNERERINRIEEE TR 2R B AEE
WI0% BT « ZRERZZTEZENF —
A—BREED WERR-_TTLF+=
A=+t—BBELZAF - i HEHNH
WEEMBAEEREZ BT BERBEZRR
o BT ERASE IR - AEE2
BEAMRAE5%10% Atk AEEBER
ZERPRAERIZHNBARIE ST
NEFE—A—RBELZBF DK EHM
TEHFL ©

RIBEHEEER AR AEERTBEAR
WE A S22 [T 18 3 R S B AE ] A R 0 R &
Mo A EARZSHE AR 2 REL R
| FE A TR B e R AL (AR AE B IR -

AR BRA T E R Z BRI P 15
BIER o
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32. SHARE CAPITAL

32. BAK

2010
—2—-F b S 243
No. of shares Per share Amount No. of shares  Per share  Amount
RGEE BR kx| Mty giE S x|
Notes HK$ HK$'000 HK$  HK$'000
Wizt B E%TT A OBETIL
Ordinary shares of —Z-ZTFMA—A
HK$0.1 each at BGREEBE.1T
1 April 2010 and RRZF——%=A
HK$0.01 each at =t+—HBE8KHE
31 March 2011 AEE0.01 TR LB AR
Authorised: EE
At beginning of year F4) 3,000,000,000 0.10 300,000 3,000,000,000 0.10 300,000
Share Subdivision st (b) 297,000,000,000 - - - - -
Share Consolidation Btn & B (c)  (270,000,000,000) - - - - -
At 31 March R=A=+—H 30,000,000,000 0.01 300,000 3,000,000,000 0.10 300,000
Issued and fully paid: B&{TRERE :
At beginning of year F1) 1,057,889,962 0.10 105,789 1,057,889,962 0.10 105,789
Capital Reduction BRARBIRL (a) - - (104,731) - - -
Share Consolidation B4 B (c) (952,100,966) - - - - -
Share after Capital
Reorganisation WA E R % 2 RH 105,788,996 0.01 1,058 1,057,889,962 0.10 105,789
Issue of New Shares BITHRRAD (d) 962,679,864 0.01 9,627 - - -
At 31 March R=A=+—H 1,068,468,860 0.01 10,685 1,057,889,962 0.10 105,789
Notes: iirsa
(@)  Upon completion of the Capital Reorganisation, the issued (@) FTERRABAEE - ARBEBITRAE BT HEA
share capital of the Company is reduced by cancelling the RRAENEZ £ E REREFTRERDEE
paid up capital to the extent of HK$0.099 on each issued 0.0997C ' UBPABEZHTRARMEERSTRK
Existing Share on the Effective Date such that the nominal E{EA0.1070/ 2 BREEH0.001 T ([ R
value of all the issued Existing Share will be reduced from IR
par value of HK$0.10 to HK$0.001 each (the “Capital
Reduction”).
(b)  Upon completion of the Capital Reorganisation, each of the (b) FERABRAEAEE ARARBRATEREESE
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authorised but unissued Share of par value HK$0.10 each
in the share capital of the Company be subdivided into 100
Shares of par value HK$0.001 each on the Effective Date (the
“Share Subdivision”).

Subject to Capital Reduction and Share Subdivision becoming
effective, the share consolidation is implemented by
consolidation of every 10 issued and unissued shares of par
value HK$0.001 each into one consolidated share of par
value HK$0.01 each in the share capital of the Company (the
“Share Consolidation”).

0.107T 2 BROEEBRETIRM KR LKA HF
AR 1000% BARE(EE#0.001 7T 2 IR AA ([IRIHHF
M4l e
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32. SHARE CAPITAL (continued)

Notes: (continued)

(d)  The Company entered into the subscription agreement with
the Subscriber, Skill China Limited, on 15 January 2010 (as
amended by the supplemental subscription agreement dated
24 June 2010). According to the subscription agreement,
the subscriber agrees to subscribe for an aggregate of
909,785,366 Subscription Shares with a par value of HK$0.01
each in the share capital of the Company at the Subscription
Price of approximately HK$0.0879 per Subscription Share
resulting in the cash consideration of HK$80 million. These
shares were issued and allotted to the Subscriber on the
Effective Date, and 63,473,398 Subscriptions Shares of which
were transferred to the Schemeco on the same day as Option
Shares for the purpose of the Creditor Scheme.

On the Effective Date, 52,894,498 Remuneration Shares
with a par value of HK$0.01 each in the share capital of the
Company were issued and allotted to two financial advisors
of the Company in relation of the Restructuring at a price
of approximately HK$0.0879 per Remuneration Share for
settlement of part of their professional fees in relation to the
Restructuring.

On the Effective Date, following transfer of the Option
Shares by Skill China to Schemeco and the allotment and
issue of the Remuneration Shares, Skill China was interested
in 846,311,968 Shares, representing approximately 79.21%
of the entire issued share capital of the Company. To
restore the requirement of the minimum 25% public float
under Rule 8.08(1)(a) of the Listing Rules, as disclosed in
the joint announcement of the Company and the board of
directors of Skill China Limited dated 31 December 2010
(the “Announcement”), upon the close of the Offer and
Completion of the Placing to restore the minimum 25%
public float requirement, Skill China was interested in
739,164,898 Shares, representing approximately 69.18% of
the entire issued share capital of the Company, and remains as
the controlling shareholder of the Company.

Capital management

The primary objective of the Group’s capital
management is to safeguard the Group’s ability to
continue as a going concern and to maintain healthy
capital ratios in order to support its business and
maximise shareholders’ value.

32. BRA& )

Bt - (&)

(d)

ARER-ZE-—TF—A+RAARREAZLR
BE(EEHA-ZT T4 XA
Z+MAZHRERERRIES]) - RIEBERBE R
R AR BRI ETRRERD HE10.0879
BB AN A BB AN AR A ££909,785,366 1% B AR HE
EAE.0I Tz REAY - FIERBLRESE
80,000,0007T ° % F M A A B HAE 817 R AL
BETREA 0 HP63,473,398KRBHE R AR R
MR AGTBIARERR D 2 F R T8I AR -

NAEMEH » ARFAF 52,894,498 5 I
ER%0.01 T &M ERERMERN 1B
#0.0879 L 2 BR M EM BT REHE FALAN
EMBRER  NENEHEACHBOEXER -

RAER B - EREMRTEIA B R MR AR D A
BR g R EATI @ B 18 - 3EAEP0846,311,968/%
B PHEEER  HEREAAREHEHITRAE
#979.21% ° MMA AR ERESLBRAFNESF S
Al BA-T—TF+A=+—HZHA
R ([ZRAGKE - AEHFE TR
E8.08(N)IEE T HR25% B ARIFRE 2
RE WEERLERSERESTRE  AEH
HEABBRZELARFIREZRTE  FaR
739,164,898 MH P A % - HERARF
2O BEITHRALE.18% « REETNAAATR
PERRAR R ©
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32. SHARE CAPITAL (continued) 32. BRA& (&)

Capital management (continued)

The Group manages its capital structure and
makes adjustments to it, in light of changes
in economic conditions. To maintain or adjust
the capital structure, the Group may adjust the
dividend payment to shareholders, return capital
to shareholders or issue new shares. Except for
the compliance of certain bank covenants for
maintaining the Group’s bank facilities, the Group
is not subject to any externally imposed capital
requirements. No changes were made in the
objectives, policies or processes for managing capital
during the two years ended 31 March 2011 and
2010.

The Group monitors capital using a gearing ratio,
which is net debt divided by the capital. The Group's
policy is aimed to maintain the gearing ratio below
100%. Net debts include bank and other borrowings
less cash and bank balances. Capital represents total
equity. The gearing ratios at the end of reporting
period were as follows:

EREE(F)

REBERBEERNECEREERNERE
RIEHTAZE - REBKSBBRALEBRR
IREE RS - MR EEE AR TR
AR ARERERE - RiETE TR
RO RNEBMZBITEEIN  NEE
TZAERIINPE N2 ERRTERS] o RE
E-E——FR-ZFE-ZETF=-F=+—H
IFREEE  BAETEY BIE  BE I
Fr i3 0

o

RREMEREAARBL R (B FRERIAE
A)EEEREAR o NEEZBRBIENEEHE
REEHLERI100% AT - EFFEEER
TREMEERRS RBTET - EAE
BiED NREHHEEIZEXREARBR
R -

Group

EME
2011 2010
—E——F —E-FTF
HK$°000 HK$'000

BT BETT

Bank and other borrowings RITREMEE 268,520 412,094
Less: Cash and bank balances B e RIRTTETT (8,927) (30,176)
Net debts eV 259,593 381,918
Capital BIR 58,515 (423,310)
Gearing ratio BAREELE 444% TiE A

# As the Group had a net deficiency in capital at 31 March
2010, the Group’s gearing ratio as at that date was not
applicable.
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32.

33.

E——FZ A=t AULEE

SHARE CAPITAL (continued)

Capital management (continued)

The gearing ratio as at 31 March 2011 exceeded
100%. In view of such circumstance, the Directors
have given careful consideration to the future
liquidity and performance of the Group and its
available sources of finance in assessing whether
the Group will have sufficient financial resources
to continue as a going concern. Further details are
explained in note 2 to these financial statements.

SHARE OPTION SCHEME

The Company operates a share option scheme (the
“Option Scheme”) for the purpose of providing
incentive and rewards to eligible participants who
contribute to the success of the Group’s operation.
Eligible participants of the Option Scheme include
the Company’s executive directors or employees of
the Group. The Option Scheme became effective
upon the listing of the Company’s shares on the
Stock Exchange on 16 October 1997 and, unless
otherwise cancelled or amended, will remain in force
for ten years from that date.

The maximum number of unexercised share options
currently permitted to be granted under the Option
Scheme is an amount equivalent, upon their exercise,
to 10% of the shares of the Company in issue at any
time. No option may be granted to any employee
which, if exercised in full, would result in the total
number of shares already issued and issuable to him/
her under the Option Scheme exceeding 25% of the
maximum aggregate number of shares subject to the
Option Scheme at the time it is proposed to grant
the relevant option to such employee.

The exercise price of the share options is determined
by the Directors and is equal to the higher of: (i) the
nominal value of the shares; and (ii) a price which
is not less than 85% of the average closing price of
the Company’s shares on the Stock Exchange for the
five trading days immediately preceding the date of
grant of such options.

32.

33.

& NE )
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EB IS IRE N2 -

RS
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EHERZEHANEBEBKHREMEBN
RERZEALRHUEMNEE - BEE
HEARER2EALBEARRANTES
HAKEREE - BAREERARBRN
R—hANEFE+ATRBEBIM ETR
R BWEUERIERTIN - ZETEIK B %
BEEX  REITEF-

RIFERER S B AT ER LA HRITE
BRERE  RBREETERSZ AN
RENEMEREEEHTRMOMNI10%EFER
e MAEAEERHBRE  MEMET
ERRBRESSEREBREEC#
TTRAIETTZAEENRNDES BB
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33. SHARE OPTION SCHEME (continued)

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

An option may be exercised in accordance with the
terms of the Option Scheme at any time from the
date of acceptance of the option by an employee
or such later date as may be fixed by the Directors,
to any date prior to the 10th anniversary of such
date, provided that the employee can only exercise
a maximum of 20% of the options granted to
him/her in each 12-month period following the
commencement of the relevant option period. The
consideration to be paid by the employee upon
acceptance of a grant of options is HK$1.00.

With effect from 1 September 2001, the Stock
Exchange requires that the exercise price of options is
at least the higher of the closing prices of the shares
on the Stock Exchange on the date of grant and the
average of the closing prices of the shares on the
Stock Exchange for the five trading days immediately
preceding the date of grant. Up to the approval date
of these financial statements, the Company has not
granted any options on or after 1 September 2001.

The following share options were outstanding under
the Share Option Scheme during the year:

B8 (@)
BRIEY TR T A AZEREKTRR
HAGIZE Y R o

EEABZMBREZ BREFARAE
HE R A HE = % BB W B F A 2
HEIIEEAR - BERS IR IR BB AR AT B /O 550
TERRE - EEREETEEERES
BFARERSE12EANBENTERZE
HERBREN20% - BEEEEMKE 2
BRER AN REREE1.007T -

BEZZZ-FAA—HR BIXARTE
BERETEEARTIRSE  RHOR
B B AR B 32 P B YT (B R B ) R B
B B AT LA A 5 B AR S AT Y T UL
mE- - BEUSFVBHRRMERY - AR
ARZZEE-—FNA Bz RITERH
(LRI REARAE

FR o BBIRRESTEIT AR TT R B B A 1A
™~

Number of share options

BREHA
2011 2010
—E——5F —E-TF
("000) ("000)
(F4) (F1%)
Outstanding at beginning of year REVHERITEE 25,455 47,130
Lapsed during the year INCEANE R (25,455) (21,675)
Outstanding at end of year* REL B B ARTTE* - 25,455
* The exercise price and weighted average exercise price of all * F G i ARIT IR BB AR 2 1T (8 R i 39 7T B

outstanding share options was HK$0.467 per share, which
is subject to adjustment in case of rights or bonus issues, or
other similar changes in the Company’s share capital. The
exercise period for the outstanding options ranged from 10
April 2000 to 9 April 2010.
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33.

34.

E——FZ A=t AULEE

SHARE OPTION SCHEME (continued)

At the end of the reporting period, the Company had
no (2010: 25,455,000) outstanding share options
under the Option Scheme. At 31 March 2010, the
exercise in full of the remaining share options would,
under the present capital structure of the Company,
result in the issue of 25,455,000 additional shares
totalling HK$2,545,500 and share premium of
HK$9,342,000, before issue expenses. At 31 March
2010, 25,455,000 share options outstanding under
the Option Scheme represented approximately 2.4%
of the shares of the Company in issue at that date.

RESERVES

(a) Group
The amounts of the Group’s reserves and
movements therein are presented in the
consolidated statement of comprehensive
income and consolidated statement of changes
in equity.

The contributed reserve of the Group represents
the difference between the nominal value
of the share capital of the former holding
company of the Group acquired pursuant to the
Group reorganisation to rationalise the Group
structure in preparation for the listing of the
Company’s shares on the Stock Exchange over
the nominal value of the Company’s shares
issued in exchange therefor.

33.

34.

RS E aw)

RBEMEEER - AAE W EEKRER
EIETHRITEZERE(ZZ—2F
25,455,00010) e R=E—TF=F=+—
A ZRARABERALEETE - 2@
TEBTERESBRARQREITREIN
25,455,000 % fn - & B #2,545,5007T
R A9 34 (B 78 59,342,000 7T (R 51 377 5
X)) R-TE—TE=ZF=+—H  BEIE
ST 8T8 T 8 R 171 2 25,455,00017 & A% 7
HERZARRAREBEITRMNE2.4% -

(N

(a) =%E
AEEYRERABEDHENGA
2ERHRREAMERBELT -

AEBENBAREREARE ZATER
RAEBLEHARR R BT E
mMEBEEAREERMETREEER
FRSRAEE  BHARARZME
FARA T #TA M EERZRE ©
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34. RESERVES (continued) 34. G m)
(b) Company (b) &AF
(Accumulated
Share losses)/
premium retained
Share account  Contributed profits
capital R reserve  (2iEE)/ Total
& RER 0N REEH @t

Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
it B8 BRI AR EETT EETL

At 1 April 2009 RZZENEMA-A 105,789 71,388 58,794 33,646 269,617
Total comprehensive
loss for the year RFRRERBLE - - - (428,402) (428,402)
RZT-ZF
At 31 March 2010 ZA=t-HRk
and 1 April 2010 “E-ZENA-A 105,789 71,388 58,794 (394,756) (158,785)
Total comprehensive
income for the year ~ AEE2ARNLE - - - 68,158 68,158
Capital reorganisation:  RAEA :
- capital reduction —BRAEL 34(0)i) (104,731) - 104,731 - -
~ issue of shares -BRA 32 9,627 75,022 - - 84,649
~ share premium
cancellation -RipEETH 34(c)) - (71,388) 71,388 - -
- set-off accumulated
losses against -BEHFBRES
contributed reserve N 34(c)i) - - (176,399) 176,399 -
At 31 March 2011 R-E—F=A=+-H 10,685 75,022 58,514 (150,199) (5.978)
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34. RESERVES (continued)

(c) Nature and purpose of reserves

0]

(i)

Share premium account

Under the Companies Law (2002 Revision)
of the Cayman Islands, the share premium
account of the Company is available for
distribution to shareholders, subject to the
provisions of the Company’s memorandum
or articles of association and provided that
immediately following the distribution
of dividends, the Company is able to pay
its debts as and when they fall due in
the ordinary course of business. In the
opinion of the Directors, the Company’s
reserves available for distribution represent
the share premium account, contributed
reserve and retained profits.

During the year ended 31 March 2011, the
amount of approximately HK$71,388,000
standing to the credit of the share
premium account of the Company as at
31 March 2010 was cancelled (“Share
Premium Cancellation”) pursuant to
a resolution of the Company. The
credit arising from the Share Premium
Cancellation was transferred to the
contributed reserve account of the
Company.

Contributed reserve

The contributed reserve of the Group
represents the difference between the
nominal value of the share capital of
the former holding company of the
Group acquired pursuant to the Group
reorganisation to rationalise the Group
structure in preparation for the listing
of the Company’s shares on the Stock
Exchange over the nominal value of the
Company’s shares issued in exchange
therefor.

34. #E @)

() REMHERRAR

(i)

(i)
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HEAR R RN BREIREE R S 1L8E
WEEEER BRI HNE
B BEZRA ARFAHDIK
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NARE R o
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FE o READR—IBRER
R-E—TF=-ZA=+—H " K&
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) o BIEEEEEE
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For the year ended 31 March 2011
AR —F——F=A=1—HIFE

34. RESERVES (continued)
(c) Nature and purpose of reserves
(continued)

(i)

(iii)

(iv)
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Contributed reserve (continued)

During the year ended 31 March 2011,
upon the completion of the Capital
Reduction of the Company, the issued
share capital of the Company was reduced
from approximately HK$105,789,000 to
approximately HK$1,058,000. The Capital
Reduction resulted in the decrease of the
issued share capital of the Company by
approximately HK$104,731,000. Such
amount was credited to the contributed
reserve account of the Company. The
credits arising from the Share Premium
Cancellation and Capital Reduction in
aggregate amounts of approximately
HK$176,119,000 were transferred to
the contributed reserve account of the
Company. The Directors were authorised
to utilise the amounts of approximately
HK$176,399,000 to set off against the
accumulated losses of the Company.

Property revaluation reserve

The property revaluation reserve has been
set up and are dealt with in accordance
with the accounting policies adopted
for buildings in note 4 to these financial
statements.

Foreign currency translation reserve
The foreign currency translation reserve
comprises all foreign exchange differences
arising from the translation of the financial
statements of foreign operation. The
reserve is dealt with in accordance with
the accounting policies set out in note 4 to
these financial statements.

34. #Em)
(c) &

(i)

(iii)

(iv)
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NOTES TO FINANCIAL STATEMENTS
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For the year ended 31 March 2011
HE—F——F=A=+—HIFE

35. MAJOR NON-CASH TRANSACTIONS
The Group entered into the following non-cash
investing and financing activities which are not
reflected in the consolidated statement of cash
flows:

(a)

On the Effective Date, 909,785,366
Subscription Shares with a par value of HK$0.01
were issued and allotted to a new investor,
Skill China Limited, for the cash consideration
of HK$80 million (approximately HK$0.0879
per Subscription Share). Based on the Creditor
Scheme, all proceeds from the issuance of the
Subscription Shares was made available to
the Administrators to settle and discharge the
Claims under the Creditor Scheme.

During the prior year, the Group disposed of
certain items of property, plant and equipment
and inventories for the consideration
of approximately HK$15,876,000 and
HK$4,196,000 respectively. These amounts
were fully utilised to settle part of salary
payables of the Group. Further details of which
are included in note 19 to these financial
statements.

35. XEHFHERS
AEEETZUTHRSRERREED
YENFARSRERRB

(a)

(b)

RESBE  BH— 2R EEEE
AR A A #1T M2 3909,785,366 %
AEESE0.01 T ZRERD - BWer
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For the year ended 31 March 2011
AR —F——F=A=1—HIFE

36. OPERATING LEASE ARRANGEMENTS
(a) As lessor
The Group leases certain of its properties under
operating lease arrangement, with leases
negotiated for terms ranging from 1 to 8 years.
The terms of leases generally also require the
tenants to pay security deposits and provide
for periodic rent adjustments according to the
then prevailing market conditions. At 31 March
2011, the Group had total future minimum
lease receivables under non-cancellable
operating leases with its tenants falling due as

36.

REHERH

(a)

ERHBEA

REBRBEEHEERFHEEET
mE - EHEERRN T —2/\F -
HE SRR —RINERBP A HEIRIR
¢ BexHiRERmAIARERES -
R-ZE——F=A=+—H  A&EH
REEBEPITL 2 T REGEEE
BT ARRREREKES FIB@E R
IAT ERfE B

follows:
HK$'000
BT
Within one year —FR 2,487
In the second to fifth years, inclusive F_ELF(REEEME) 9,641
After five years hFE 1,536
13,664

As lessee

The Group leases certain of its buildings under
operating lease arrangements, with leases
negotiated for a term ranging from one to
two years. At 31 March 2011, the Group had
total future minimum lease payments under
non-cancellable operating leases falling due as

(b)

(b)

ERAEA
REBRBELEHEERYFHEETE
FoOEHEERRN T —ERF - R
“E-—F=ZA=1+—H AEER
AR HEZEHER T ARKEES
FIRBEN THIHEZIE

follows:
HK$’000
BT T
Within one year —FR 1,116
In the second to fifth year inclusive F_ERF(BEEEMT) 181
1,297

(c) At 31 March 2010, the Group neither had
minimum leases receivable nor payments
under any of non-cancellable operating lease

arrangement.
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EE=

37.

38.

F——FZ A=A

CAPITAL COMMITMENTS

At the end of the reporting period, the Group
had the capital commitments contracted but not
provided for in the financial statements in respect of
unpaid portion of capital contributions to an indirect
wholly-owned subsidiary of the Company amounting
to approximately HK$584,000 (2010: HK$nil).

RELATED PARTY TRANSACTIONS

In addition to the transactions and balances detailed
elsewhere in the financial statements, the Group
had the following related party and connected
transactions during the year:

(@) Compensation of key management personnel
of the Group:

37.

38.

BRAIE

RREHELEER REBETHERN
B TS R B 2 BRI W R A A RIS
2EMBRARIEERE LD  HWABE
584,0007L( =T —ZF : BEZT) o

BEALRS
BREHRRAMBD FTFRR S RS
5 AREBNAFEAE TIIMEALRE
ERS

(a) AEBETZEEABZMHME:

2011 2010

=B——F —_E-FF

HK$'000 HK$'000

BT T BT

Short term employee benefits 2 EE B2 5,319 7,524

Post-employment benefits RIRTEF 67 284
Total compensation paid to key

management personnel ENEZEEAERERE 5,386 7,808

Further details of directors’ emoluments
are included in note 15 to these financial
statements.

Details of the Group’s amounts due to the
Directors are included in note 24 to these
financial statements.

EEYWE 2 EFBHA M S HER
KMIFETS ©

AEERMNBEFEFEZFBIHR LS
B IRER M 5224 -

(b)
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38.

39.

40.
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E——F=H=F—HIFE

RELATED PARTY TRANSACTIONS

(continued)

(c) As disclosed in notes 27 and 28 to these
financial statements, at the end of the reporting
period, the Group had outstanding loan
interest and other payable of approximately
HK$958,000 and HK$1,469,000, respectively,
and loans from the Company’s ultimate holding
company of approximately HK$64,700,000.
Included in loans from the ultimate
holding company, HK$40,000,000 (2010:
HK$40,000,000 included in other loans) is
secured by a share charge over the entire issued
capital of a wholly-owned subsidiary of the
Company and repayable within one year, and
the rest of them are unsecured and without
fixed terms of repayment. The secured loans
from the ultimate holding company are interest-
bearing at 2% per annum. During the year,
the Group paid loan interest of approximately
HK$800,000 to the ultimate holding company.

COMPARATIVE FIGURES

As further explained in note 3 to these financial
statements, due to the adoption of certain revised
HKFRSs during the current year, the presentation of
certain items, balances and the related explanatory
notes to these financial statements have been revised
to comply with the new requirements. Accordingly,
certain comparative figures have been re-presented
to conform with the current year’s presentation.

APPROVAL OF FINANCIAL
STATEMENTS

These financial statements were approved and
authorised for issue by the Board of Directors on 28
June 2011.

38.

39.

40.

BBEALTRS @)

(0) N 1t S B S SRR KT 5E27 2 28
s RS HEEER -
KEEZBRITEERF B RE
fth FEAS SRIEA R B AR BRI R 4R
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958,000 T * & & 1,469,000 JT
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BERABIZERES - B
40,000,0007C ( — T —F4F :
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F)AFRARRBEEWER A
P ESE BT AN 2 BR 1D E I AR
- WER—FREE  #REAR
MR BmEFEENE - kA
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FIE2EFE - FR - AEEE
IR R B ERFI B 451
800,0007T ©

e BT

AR S B TS RAR MY RE 3 — P RIER - A
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FIVE-YEAR FINANCIAL SUMMARY

IFMBENBE

A summary of the results and of the assets and liabilities ATHI AREEBEREMKEE 2248 - &
of the Group for the last five financial years, as extracted ENEBEME  HEERIHEEED TIBLEZ
from the published audited financial statements and  Bfi3kE - WE LA £5) S5 -

restated/reclassified as appropriate, is set out below.

RESULTS E4 Year ended 31 March
BZ=-A=1—-HILEE
2011 2010 2009 2008 2007
—E——-F —FT-TF —TTNF —TTN\F —_TT+HF
HK$'000 HK$'000 HK$'000  HK$'000  HK$'000
BETT B%TT AETr AT BT
CONTINUING OPERATIONS BEREER
REVENUE WA 77,394 486,237 2,055,805 2,120,846 2,316,557
PROFIT/(LOSS) BEFORE TAX BREBATER,(E518) 388,444 (805,396) (152,458) 12,014 21,725
Income tax Fr 8% - 14,982 (140)  (13,515) (6,760)
PROFIT/(LOSS) FOR BERE
THE YEAR FROM ERREE
CONTINUING OPERATIONS BA(EE) 388,444 (790,414) (152,598) (1,501) 14,965
DISCONTINUED OPERATION EB&IIE&EK
BIRIEEE
Profit/(loss) for the year ¥R AFE
from a discontinued operation B (B18) - - (22,289) 7,186 9,047
PROFIT/(LOSS) FOR THE YEAR ZAEERF/(&E) 388,444 (790,414) (174,887) 5,685 24,012
ASSETS AND LIABILITIES BERARE As at 31 March
R=ZA=+-—8H
2011 2010 2009 2008 2007
—E——F —T-TF —ZTTNF ZTTN\F —TT+HF
HK$'000 HK$'000  HK$'000 HK$'000  HK$'000
BETT B%TIT AETr AT BET
TOTAL ASSETS BEAE 377,420 436,134 1,245,569 1,717,475 1,483,583
TOTAL LIABILITIES BERE (318,905) (859,444) (858,889) (1,155,725) (942,213)
Net assets/(liabilities) BE/(AE)FE 58,515 (423,310) 386,680 561,750 541,370
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PROPERTY HELD BY THE GROUP

REBEFHRHZWF

31 March 2011
—EF——F=A=4+—H

Particulars of property held by the Group as at 31 March
2011 are as follows:

PROPERTY INTERESTS HELD BY
THE GROUP IN THE PRC

1. A factory complex located at
the Industrial Area No. Two in
Huangjiabo Village
ShiPai Town, Shi Pai
Dongguan City
Guangdong Province
The PRC

A EY
ERE
HeEm

Vake Fatei3:]
=REN
v
FAT%E
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ICEUNNE

AR B R S 2 W S

Type Lease term

BE Fizh:
Industrial Medium
I HHEA
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