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Dear shareholders,

On behalf of Fook Woo Group Holdings Limited (“Fook
Woo” or the “Company”, and together with its subsidiaries,
the “Group”), | am pleased to present the annual results of
the Group for the year ended 31 March 2011.

As the first full year of operations after our successful
listing on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) on 31 March 2010,
financial year 2011 was a year full of opportunities and
challenges. On one hand, China’s economy maintaining a
strong growth momentum and its GDP growing by 10.3%
in 2010, domestic consumption on as well as demand for
high-quality tissue products continued to rise, providing us
with enormous business opportunities. On the other hand,
with heightened inflation and significant increase in raw
material costs, we were challenged in terms of maintaining
our profitability while offering competitive prices to our

customers.

Leveraging on the economies of scale and competitive
advantages we enjoyed during the year under review as
a leading provider of vertically integrated waste paper
management services and recycled paper products
in China, we took pride in being able to successfully
overcome the many challenges of the period to meet the
targets we had set for the year. During the year under
review, the Group’s turnover rose by 49.5% year-on-year
to HK$2,126 million, while profit attributable to the owners
of the parent increased 60.3% year-on-year to HK$467
million from HK$291 million and basic earnings per share
was approximately HK 21 cents, which is in line with our

expectations for the year.
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To enhance our competitive advantages and achieve
sustainable long-term growth in our business, our
strategies are to actively expand our waste paper
collection business, to increase our tissue products
manufacturing capacity, to extend the sales network
coverage of our own-branded recycled tissue paper
products, and to fully capture the synergies created
among our four business segments, namely, recovered
paper, tissue paper products, recycled greyboard, and
confidential materials destruction services (“CMDS”). Solid
progress was seen with regard to all our strategies during

the year under review.

To ensure a stable supply of waste paper to support
our business growth, during the year under review,
more waste paper packing stations were set up in Hong
Kong. Meanwhile, strong growth momentum was seen
on mainland China. During the year under review, the
total collection volume in Hong Kong and China reached
698,627 tonnes, representing a solid year-on-year growth
of 20% approximately.

Riding on the opportunities arising from the increasing
demand for quality tissue paper products, we are striving
to enhance our tissue paper production capacity through
different means. During the year under review, we
confirmed to establish the third imported production line.
Equipment and machinery were ordered, and the new
production line is expected to commence production by
the end of 2012. In the meantime, we have been upgrading
our production facilities to provide additional production
capacity to our existing production lines. All these
initiatives will provide us with a decided advantage in the
race to capture the demand for quality recycled tissue
products. On top of these organic expansion programmes,
we have also been actively seeking appropriate acquisition
targets to expand both the production capacity of our
tissue products and the supply network of our recovered
paper business.
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Our sales network and brand portfolio were significantly
enhanced during the year under review. On 30 March
2011, we announced the acquisition of the trademarks
from Zhongshan Baoli, including “Polly Ef", and
“AUS&NEW SB4t”

channels relating to these tissue paper products at a

and the distribution network and

aggregate consideration of RMB157.5 million. Upon
completion of this transaction, our distribution network
will consist of over 650 large chain stores and over 160
distributors. We believe that the extensive sales network
will provide us with unmatched advantages in the selling of
our paper products. In line with our goal to strengthen our
position in China, the newly acquired trademarks would
enrich our existing brand portfolio of Moonily, See-Mia and
Smoovie. “Polly =Efl” was one of the top ten brand names
in China in the industry’s consumer poll for 2010 and is
undoubtedly a well-recognized brand. We believe that our
enhanced brand portfolio will help us further improve our

pricing point and profitability.

Looking ahead, with China’s market expected to remain
robust and domestic demand continuing to increase,
we maintain an optimistic view with regard to our future
growth. In particular, with Chinese government policies
increasingly favoring environmentally friendly industries
and gradually increased acceptance for recycled tissue
products throughout China, we believe the Chinese market
will continue to offer us immense opportunities and will
remain as a major growth driver for the Group. With our
vertically integrated business model providing us with high
production efficiencies and cost effectiveness, a stable
raw material supply, competitive pricing policies as well
as a high-quality product portfolio, we are poised to stand
out from our competitors and thus capture more market

opportunities.
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In financial year 2012, we expect the operating
environment will be relatively stable and thereby we are
confident in maintaining our profitability. We will also
actively promote our own brands of recycled tissue paper,
aiming to strengthen our presence and market share
in China’s tissue paper products market. Meanwhile, to
support our future development, we will continue our
initiatives to acquire new machinery and facilities, to
increase investment in research and development, to
accelerate capacity expansion and to enhance economies

of scale.

On behalf of the board of directors of the Company
(the “Board”),

dedication and professionalism in striving to achieve our

| would like to thank all our staff for their

goals. Our sincere gratitude also goes to our shareholders,
customers and business partners for their support. They
have all been and will continue to be instrumental to
our continued success in the future, and | am proud to
be working alongside them to both achieve sustainable
growth in our business and realize the best returns for our

shareholders.

Leung Kai Kuen

Chairman

Hong Kong, 29 June 2011
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWR DN
BUSINESS REVIEW

The Group delivered satisfactory performance during
the year under review, owing to effective execution of its

business strategies.

Rapid economic growth in China has led to the increase
of annual per capita tissue consumption from 3.14 kg
to 3.48 kg, especially in second and third-tier cities,
driving a tremendous rise in demand for paper products.
More stringent environmental protection requirements
imposed by the Chinese Government, plus greater public
acceptance with regard to using recycled tissue paper,
have given a huge boost to the demand for recovered
paper. As an integrated recycled paper producer, the
Group has strived to optimize its upstream waste paper
supply network by adding more waste paper packing
stations, while at the same time expanding the production
capacity in its downstream segments (tissue paper

products).

Segmental Analysis

Recovered Paper

During the year under view, revenue from the recovered
paper segment was HK$1,244.7 million, representing an
increase of 52.7% when compared to the same period last
year. The segment accounted for 58.5% of the Group’s

total revenue.

Fook Woo Group Holdings Limited ® Annual Report 2011
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In response to the burgeoning market demand for
recovered paper products, the Group has expanded
its waste paper supply network in both Hong Kong and
Mainland China. During the year under review, the Group
further strengthened its presence in the waste paper
collection industry in Mainland China, especially in Beijing,
Shanghai and Tianjin, and rapidly set up more waste
paper collection points at printing houses, especially in
Northern China. In Hong Kong, the Group was able to
meet its target of adding four new waste paper packing
stations, taking the total number of packing stations in the
city to eight in total. The four new waste paper packing
stations are located in Tsing Yi, Kwun Tong, Kowloon Bay
and Stonecutters Island. The one in Kowloon Bay has its
own pier to allow for transportation of waste paper from
Hong Kong to the Group’s production base in Huizhou in
a cost-effective way. The Group’s expanded waste paper
collection network helps ensure a stable supply of waste
paper for its recovered paper business customers and
also for its growing production capacity of recycled paper
products.

The demand for waste paper in Mainland China has been
increasing as more paper recyclers (paper manufacturers
using waste paper as raw materials) have preference for
sourcing their raw materials (waste paper) in Hong Kong
and Mainland China, due to the competitive advantages
of local waste paper. This has caused the collection price
and recovery rate of waste paper to trend upwards. This
uptrend, together with rising operating costs, has made the
waste paper market increasingly competitive. To maintain
its leadership in the waste paper management services
sector, the Group implemented a number of measures
during the year under review. These included increasing
the number of accounts for the CMDS segment, entering
into more contracts with waste paper suppliers, which
include printing companies, and increasing the volume of
waste paper collected from households. Another measure
taken was to minimize costs by adopting an automatic and

advanced bailing system to increase the efficiency.
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Tissue Paper Products

During the year under review, revenue generated from
the Group’s tissue paper products business increased by
44.5% to HK$831.6 million, accounting for approximately
39.1% of the Group’s total revenue. The increase was
mainly attributable to the rise in the average selling
price as a result of sustained demand and inflationary
pressures.

The Group seeks to grow this segment through capacity
expansion and acquisitions. By upgrading the existing
machinery, production capacity was increased. The
production volume of napkins was also enhanced following
the installation of additional machines. On 30 March 2011,
the Group entered into an agreement with Zhongshan Baoli
Paper Co., Ltd. (“Zhongshan Baoli”) to acquire trademarks
and distribution network of Zhongshan Baoli. The Group
expected to strengthen its brand portfolio with the addition
of reputable brands including “Polly =fl”, a top ten tissue
products brand in Mainland China in 2010. The acquisition
also would significantly expand the Group’s sales and
distribution network in China in terms of the number of
distributors and chain stores. Upon the completion of the
acquisition, the distribution network will consist of over
650 large chain stores and over 160 distributors. The two
logistics centers that the Group established in Hunan and
Jiangxi in October 2010 have strengthened its distribution
networks in second and third-tier cities, enabling the
Group to further expand the networks to include small
retailers while growing its market share outside Southern
China.

During the year under review, the Group executed its
strategy of lowering the ratio of OEM customers and
increasing the proportion of away-from-home customers,
as well as the Mainland China retail market. To promote its
branded products and maintain the high quality services
that its customers have come to expect, the Group
undertook a number of initiatives during the year under
review. These included a further expansion of the product
range, cooperation with direct customers, and working
with machine manufacturers to custom-make equipment
for product development plans or adjustments to better
address customer needs. As for our OEM customers, our
Forest Stewardship Council’s (“FSC”) and Programme
for the Endorsement of Forest Certification (“PEFC”)
accreditations gave us competitive edge in meeting the
market demand for certified green products.
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Recycled greyboard

As the global economy continues to recover, the demand
for recycled greyboard as a packaging material for export
has increased. During the year under review, revenue from
the Group’s recycled greyboard segment increased by
65.4% to HK$45.9 million, accounting for approximately
2.2% of the Group’s total revenue. As part of the Group’s
strategy to maximize the contribution from production and
fully utilize existing resources, the recycled greyboard
operation is a synergistic business that complements
the core recovered paper and tissue paper businesses.
“Eagle King” and “Hui Lan” are the Group’s own recycled
greyboard brands, which are produced from lower-
grade recovered paper and targeted at paper merchants,

manufacturers and printers in Mainland China.

During the year under review, the Group made use of its
FSC and PEFC accreditations to successfully launch FSC/
PEFC-certified recycled greyboard products to the market.
The products were well received by the market and were

able to command premium prices.

Confidential Material Destruction Service (“CMDS”)
CMDS is a strategic operation of the Group which
provides it with a stable supply of quality waste paper.
The customers of the business are mainly Hong Kong
government bodies, financial and professional institutions,
and banks. During the year under review, revenue from
this segment reached HK$4.3 million, representing an
increase of 7.6% when compared to the corresponding
period of the previous year. By fully utilizing its existing
network and resources, the Group was able to offer more
diversified and value-added services to its customers,
such as hard disc degaussing and destruction services.
This has helped the Group to position itself as a one-stop

service provider and to increase customer loyalty.
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The Group markets its products to customers in Mainland
China, the United States, Japan, Hong Kong, Australia and
the rest of the world. Mainland China is the core market of
the Group (analysed according to the locations in which
the sale originated), accounting for HK$1,588 million in
revenue and approximately 74.7% of total revenue. With
China’s economy continuing its robust growth, the Group
believes the country’s demand for waste paper and tissue
paper will keep growing, offering huge opportunities for
the paper-making industry. As such, the Mainland China
market is expected to remain a major growth driver of the

Group going forward.

For the year under review, the Group collected
approximately 699,000 tonnes of waste paper in total.
As at 31 March 2011, the Group operated 8 waste paper
packing stations in Hong Kong and 3 waste paper packing
stations in Mainland China. For its CMDS business, the
Group also operated a secured destruction facility in Hong
Kong and Shanghai. The Group’s sales of tissue paper
and recycled greyboard during the year under review
amounted to approximately 97,000 and approximately
15,000 tonnes respectively. The Group also upgraded
its production facilities to increase its paper production

capacity during the year under review.

Having a production base with in-house pier facilities in
Huizhou and the right to operate at two piers in Hong
Kong, the Group enjoyed major competitive advantages
over its peers during the year under review. First, it
was allowed to arrange cost-effective and efficient
transporation to deliver waste paper collected in Hong
Kong to its Huizhou base. Second, the strategically-
located base, comprising a massive-scale sorting centre
and the tissue paper production lines, provided ease of

access to the Group’s customers in Mainland China.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue
For the year ended 31 March 2011,

revenue of HK$2,126.5 million, representing an increase of

the Group recorded

49.5% compared to the previous year. The increase was
mainly attributable to an increase in sales following the
expansion in production capacity and an increase in the
average selling price during the year. Gross profit rose by
47.5% to approximately HK$756.8 million. Gross margin
was slightly lower at 35.6% (2010: 36.1%) due to a sharp
increase in raw material costs driven by strong market

demand for waste paper and inflationary pressures.

With an improved sales performance and operational
efficiency,
operating profit to HK$553.6 million from HK$349.7 million
in 2010.

the Group recorded a 58.3% growth in

Operating Expenses

Total administrative and selling expenses increased from
HK$162.9 million in 2010 to HK$226.6 million. The increase
was mainly due to the increase in salaries and wages and

transportation cost.

Income Tax Expenses

Income tax expense for the year ended 31 March 2011
was HK$88.0 million, representing an increase of 89.7%
as compared to HK$46.4 million for 2010. The effective
income tax rate was 15.9% for the year ended 31 March
2011, compared to 13.8% for 2010.

Profit Attributable To The Owners Of The Parent
The Group’s profit attributable to the owners of the parent
for the year ended 31 March 2011 was HK$466.9 million,
representing an increase of 60.3% compared to HK$291.3
million for 2010. Profit attributable to the owners of the
parent as a percentage of revenue was 22.0% for the year
ended 31 March 2011, compared to 20.5% in 2010.
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On 30 March 2011, the Board of the Company approved
the acquisition of the trademark and distribution network
of Zhongshan Boali at a total consideration of RMB157.5
million which is to be satisfied in the form of cash. Except
for such approval of acquisition, there was no other
significant investment and acquisition during the year
ended 31 March 2011 and up to the date of this report.

On 9 April 2010, the over-allotment option as detailed
in the Company’s prospectus dated 19 March 2010 (the
“Prospectus”) was fully exercised and the Company issued
an aggregate of 93,000,000 new shares at the offer price
of HK$2.3 per share. Gross proceeds in relation to the
over-allotment amounted to HK$213,900,000.

To meet with the requirement of expanding our business
and increasing the Group’s production capacity, on 26
October 2010, the Company issued an aggregate of
366,275,000 shares to an independent third party at the
price of HK$2.4 per share for a total consideration of
HK$879.1 million.

Except for the above mentioned share issue, there was no
other fund raising during the year ended 31 March 2011
and up to the date of this report.

As at 31 March 2011, the Group had bank and cash
balances, of approximately HK$1,494.1 million. Total bank
borrowings of the Group with floating rates amounted to
approximately HK$131.1 million as at 31 March 2011. This
included long-term borrowings of approximately HK$28.6
million and short-term bank borrowings of approximately
HK$102.5 million. The effective interest rates for short-
term borrowings and long-term borrowings were 5.87% per
annum (2010: 5.88% per annum) and 6.72% per annum
(2010: 6.05% per annum) respectively. All bank borrowings
would be due within 2 years. The Group’s strategy, which
remains unchanged from the prior year, was to maintain
a gearing ratio below 40%. The gearing ratio, which is
calculated as net debt (including current and non-current
borrowings less cash and cash equivalents, net of bank
overdrafts and restricted bank deposits) divided by total
capital, were zero as at 31 March 2011 (2010: zero).
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As at 31 March 2011,
of approximately HK$2,020.8 million, as compared to net

the Group had net current assets

current assets of approximately HK$1,082.8 million as at
31 March 2010. The current ratio of the Group was 6.69
as at 31 March 2011 as compared to 3.19 as at 31 March
2010.

In 2011, the Group generated net cash of HK$226.9 million
from its operating activities, as compared to HK$303.3
million in 2010. Net cash used in investing activities
was HK$674.1 million, which mainly included capital
expenditures of HK$509.3 million, payment of HK$30.2
million for acquiring land use rights and the prepayments
for acquisition of trademarks and distribution network of
HK$145.8 million.

During the year under review, the net cash inflow from
financing activities amounted to HK$867.4 million,
which included mainly gross proceeds from issuance
of ordinary shares pursuant to the exercise of the over-
allotment option pursuant to the global offering amounting
to HK$213.9 million and the gross proceeds from the
issuance of ordinary shares to an independent third
party pursuant to the subscription agreement signed on
7 October 2010 amounting to HK$879.1 million, net of
repayment of bank borrowings and interests, of HK$153.6
million and payments of share issuance costs amounting to
HK$81.4 million.

The Group’s principal production facilities are located in
Mainland China whilst most of its sales are denominated
in Renminbi, United States dollars and Hong Kong dollars.
Most of the purchases of raw materials are denominated in
Renminbi and Hong Kong dollars. Furthermore, most of the
Group’s monetary assets and liabilities are denominated in
Renminbi, United States dollars and Hong Kong dollars.

As such, management is aware of the potential foreign
currency risk that may arise from the fluctuation of
exchange rates between United States dollars, Hong Kong

dollars and Renminbi.
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Although the foreign exchange risk is not considered to
be significant, management will continue to evaluate the
Group’s foreign currency exposure and take actions as
appropriate to minimise the Group’s exposure whenever

necessary.

As at 31 March 2011,
HK$139.0 million,

HK$41.9 million were pledged as collateral for the Group’s

buildings with net book value of

land use rights with carrying value of

borrowings. Total borrowings of HK$129.5 million (2010:
HK$259.1 million) were secured by corporate guarantees

by certain subsidiaries as of 31 March 2011.

In April 2009, March 2010 and February 2011, certain
subsidiaries of the Group received notices of additional
assessments from the Hong Kong Inland Revenue
Department (“IRD”) for the years of assessments
2002/2003, 2003/2004 and 2004/2005 demanding
additional profits tax payment in the aggregate amount
of HK$3.8 million, HK$7.7 million and HK$6.5 million
respectively. Notices of objections have been served for
these notices of additional assessments. The IRD has
granted unconditional holdover orders in respect of the
entire amount of additional profits tax demanded for the
year of assessment 2002/2003. In respect of the additional
tax assessment for the year of assessment 2003/2004,
HK$6.7 million could be held over unconditionally and
the remaining HK$1.0 million could be held over on the
condition that an equal amount of tax reserve certificate
was purchased. As such, the Group purchased a tax
reserve certificate of HK$1.0 million in April 2010.
Furthermore, in respect of the additional tax assessment
for the year of assessment 2004/2005, HK$5.5 million
could be held over unconditionally and the remaining
HK$1.0 million could be held over on the condition that
an equal amount of tax reserve certificate was purchased.
As such, the Group purchased a tax reserve certificate of

HK$1.0 million on 1 April 2011.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group was informed that the additional assessments
are of protective nature and were issued to keep the
2002/2003, 2003/2004 and 2004/2005 tax years technically
open in view of the statutory time-bar. The Group was also
informed that the IRD had no specific basis in arriving at
the profits assessed under the additional assessments,

and the case is still in the information collection stage.

As such, the Group is of the view that there is no present
obligation and no reliable basis for estimating, and
making provision for potential tax liabilities, if any, and the
corresponding penalty and interest, if any, as at 31 March
2011.

Mr. Leung Kai Kuen and Ms. Tam Ming Luen, substantial
shareholders of the Company, have entered into a deed of
indemnity with the Group under which they have agreed to
indemnify on a joint and several basis each member of the
Group in respect of the cash payment for any additional
tax assessment for the year of assessment 2002/2003 and
any other notices of additional assessment that may be
received by any member of the Group for and including
the 2003/2004 and 2004/2005 tax years through the
2009/2010 tax year.

USE OF NET PROCEEDS FROM
THE COMPANY'’S INITIAL PUBLIC
OFFERING

The Company was successfully listed on the Main Board
of the Stock Exchange on 31 March 2010, raising gross
proceeds of HK$1,363.9 million (including proceeds from
As at 31 March
HK$145 million has been used to repay bank

exercise of the over-allotment option).
2011,
borrowings, HK$47.1 million has been used for expanding
the wastepaper business and HK$257.1 million has been
used for expanding the recycled papers manufacturing
business. The remaining net proceeds will be applied in

the manner as stated in the Prospectus.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE uTuHﬁ& Tﬁ

USE OF NET PROCEEDS FROM THE
COMPANY’S ISSUANCE OF NEW
SHARES

The Company has issued an aggregate of 366,275,000
shares to an independent third party with gross proceeds
of HK$879.1 million. At 31 March 2011, HK$145.8 million
has been used as prepayment for the acquisition of
trademarks and distribution network of Zhongshan Baoli.
The remaining net proceeds will be applied in the manner

as stated in the announcement dated 7 October 2010.

EMPLOYEES

At 31 March 2011,
which 202 were employed in Hong Kong and 2,109 were

the Group had 2,311 employees, of

employed in Mainland China. Employee costs, excluding
directors’ emoluments, amounted to HK$79.7 million for the
year (2010: HK$58.3 million). All of the Fook Woo Group
companies are equal opportunity employers, with the
selection and promotion of individuals based on suitability
for the position offered. The Group operates a defined
contribution mandatory provident fund retirement benefits
for its employees in Hong Kong, and provides its Mainland
China employees with welfare schemes as required by the

applicable laws and regulations in Mainland China.

The Company has also adopted a share option scheme
on 11 March 2010. During the year, no share option was

granted.

The Group did not experience any significant labour
disputes or substantial changes in the number of
employees that led to any disruption of its normal business

operations.

Fook Woo Group Holdings Limited ® Annual Report 2011
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To pursue economic growth in an environmentally
sustainable manner is a common consensus today among
responsible businesses worldwide. Mainland China, the
second-largest economy in the world and the Group’s
growth driver, has drawn up a host of effective measures
to create a greener and better living environment. A
key policy direction of the 12th Five-Year Plan is the
creation of a low carbon and low emission economy, with
“energy saving and emission reduction” a top priority
for the country’s “seven major industries”. The paper
manufacturing industry is one of these industries that the
Central Government is keen to consolidate and upgrade.
More rigorous enforcement of environmental regulations
would exert greater pressure on non-compliant medium-
and small-sized paper manufacturers, and is likely to
trigger a significant consolidation in this highly fragmented
market. Moreover, the rising affluence of consumers and a
gradual global economic recovery are expected to further
boost the domestic consumption of recovered paper and
tissue paper. Fook Woo, as the largest integrated recycled
paper producer in Mainland China, is well positioned to

benefit from this favorable economic environment.

Having established new waste paper packing stations and
having widened the channels for waste paper collection
in Hong Kong and Mainland China, the Group has now
secured a stable supply of raw materials to support the
growth of its tissue paper products business. Still, the
Group will continue to explore partnership opportunities
in other locations, such as in hi-tech industrial zones
and other densely populated areas, where it can collect
large volume of waste paper. The Group expects its total
collection volume to continue to increase with the setting-
up of new collection points, which will help the Group

sustain its growth momentum.
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The tissue paper division is another growth engine and
the Group has already made plans for its aggressive
expansion. In particular, the Group’s extensive sales
network and its well-known brands can help spearhead the
development of this division in second- and third-tier cities.
When the acquisition is completed, the brands, including
“Polly EWI” and “AUS&NEW JB4t”, will complement and
strengthen the Group’s existing product portfolio, which
includes the ‘Moonily’, ‘Smoovie’ and ‘See-mia’ brands,
and thus enable it to reach a wider group of customers. In
order to make the most of the Polly trademarks, the Group
plans to create a new range of recycled products. More
efforts will be made to boost brand awareness through
joint marketing promotional activities with large chain
store groups. Leveraging its expanded and extensive
distribution network, the Group aims to increase the sales
and market share of its own-branded products and thus

increase the segment’s contribution to overall revenue.

Bearing in mind inflationary pressures and rising paper
pulp costs, which are expected to continue in the near
term albeit at a more moderate pace, the Group will
maintain its practice of passing cost pressure onto its
customers. With the reputation of its branded tissue paper
products, the Group is confident that it will still be able
to compete strongly in the market while enhancing its

profitability.
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In anticipation of more supportive measures and
guidelines for environmentally friendly paper products
under the 12th Five-Year Plan of the Central Government,
Fook Woo will make every effort to fully exploit its
competitive advantages to capture this tremendous
growth potential. Apart from fine-tuning its sales strategy,
the management is also actively seeking opportunities
for new business development or strategic cooperation.
The perception of recycled tissue paper products has
gradually improved in recent years in both the public
and private sectors in Hong Kong and Mainland China.
The Group has been invited by government bodies to
tender for recycled paper supplies. This is a testament to
the technical expertise of the Group and will provide the
Group with a strong impetus to deliver more robust and
sustainable growth in its core business. With effective
execution of its strategies, the Group is confident that it will
be able to maintain and enhance its leading position in the

market.

The Board does not recommend the payment of any
dividend in respect of the year ended 31 March 2011
(2010: Nil).
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DIRECTORS AND SENIOR MANAGEMENT

EERSREEE
EXECUTIVE DIRECTORS

Chairman, Chief Executive Officer and Executive
Director

Mr. Leung Kai Kuen, aged 67, is an executive director,
the founder, the chairman and the chief executive officer
of the Company. He is also the chairman of the executive
committee and remuneration committee, a member
of the nomination committee and a director of certain
subsidiaries of the Company. Besides, he is the director
and shareholder of City Legend International Limited,
a substantial shareholder of the Company. Mr. Leung
Kai Kuen is involved in the corporate development and
strategic planning of the Group. He has over 40 years
of experience in the waste paper management industry
and over 10 years of experience in the recycled paper
manufacturing industry. Mr. Leung Kai Kuen concurrently
serves as the founding president of Hong Kong Waste
Paper Trade Association Limited, the Vice Chairman of
Hong Kong Federation of Huichow Associations Limited,
the vice chairman of the Huizhou Overseas Friendship
Association, an honorary president of Tai Po District Junior
Police Call and is a member of Fanling District Rural
Committee. He is also an honorary citizen of Huizhou,
Guangdong Province, the PRC. Mr. Leung Kai Kuen was
a member of the Ninth Political Consultative Committee of
Huizhou, Guangdong Province and the president of The
New Territories North District Manufacturers’ Association of
Hong Kong Limited from 2002 to 2006. Mr. Leung Kai Kuen
is the elder brother of Mr. Leung Tat Piu (an executive
director of the Company) and the father-in-law of Ms.
Cheung Nga Lai, Carol (a non-executive director of the

Company).
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Mr. Leung Tat Piu, aged 48, is an executive director of the
Company and the head of waste paper business unit of the
Group. He is also a member of the executive committee
and a director of certain subsidiaries of the Company.
Mr. Leung Tat Piu joined the Group in May 1985 and has
over 25 years of experience in waste paper management
service industry. As the head of the waste paper business
unit, Mr. Leung Tat Piu is in charge of the collection,
purchase and sales of waste paper as well as expansion
of the waste paper collection business in the PRC and the
daily operations and quality control of the waste paper
collection facilities in Hong Kong. Mr. Leung Tat Piu is the
younger brother of Mr. Leung Kai Kuen (the chairman, the
chief executive officer and an executive director of the

Company).

Mr. Cheng Chun Keung, Thomas, aged 46, is an executive
director and the chief operating officer of the Company
and head of tissue paper business of the Group. He is also
a member of the Executive Committee of the Company.
Mr. Cheng joined the Group in February 2005 as the head
of tissue paper business and is responsible for the overall
production management, management improvement
and expansion of the sales network in the PRC and
overseas. Mr. Cheng has 13 years of experience in finance
and daily operations management at well-known hotel
groups, including Peninsula Hotels Group, Shangri-La
Hotels Group and Kempinski Group (Lufthansa Airlines).
Prior to joining the Group, Mr. Cheng served as the
general manager of the operations of Guangdong Josco

Disposable Product Limited.
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Ms. Cheung Nga Lai, Carol, aged 35, is a non-executive
director of the Company. She joined the Group in March
2010. Ms. Cheung obtained a bachelor’s degree in
arts and a master’s degree in arts from University of
Cambridge in June 1999 and March 2003 respectively.
She worked as an analyst in the global investment
research division of Goldman Sachs (Asia) L.L.C. in
Hong Kong from 1999 to 2002. She then joined EF
Education Limited in 2002 and currently is an executive
vice president of EF Education Limited responsible for
business development, marketing, human resources,
strategic development and enterprise communication. Ms.
Cheung is the daughter-in-law of Mr. Leung Kai Kuen (the
chairman, the chief executive officer and an executive
director of the Company) and the younger sister of Ms.
Cheung Nga Shuen, Candy (the head of administration,
human resources and purchasing of the Group).

Mr. Cheng Chi Ming, Brian, aged 28, is a non-executive
director and a member of the audit committee of the
Company. He joined the Group in January 2011. Mr. Cheng
obtained a bachelor's degree in science from Babson
College in Massachusetts, U.S.A. in 2005. Mr. Cheng is an
executive director of NWS Holdings Limited, a company
listed on the main board of the Stock Exchange (stock
code: 659) and a director of certain subsidiaries of NWS.
He is also a non-executive director of Haitong International
Securities Group Limited (stock code: 665), Freeman
Financial Corporation Limited (appointed on 19 January
2011, stock code: 279) and Newton Resources Ltd (stock
1231),
of the Stock Exchange. Mr. Cheng is a director of Sino-

code: all of which are listed on the main board
French Holdings (Hong Kong) Limited, Sino-French Energy
Development Company Limited, The Macao Water Supply
Company Limited and a director of a number of companies
in China. From 2005 to 2007, Mr.
research analyst in the Infrastructure and Conglomerates

Cheng worked as a

sector for CLSA Asia-Pacific Markets. He is the grandson of
Mr. Cheng Yu Tong, who is a substantial shareholder of the
Company.
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Mr. Pei Cheng Ming, Michael, aged 62, is a non-executive
director and a member of both the remuneration committee
and the nomination committee of the Company. He joined
the Group in January 2011. Mr. Pei holds a BA from the
University of Toronto, Canada in 1971. Mr. Pei is the
Director-Executive Office of New World Development
Company Limited. Mr. Pei has been with New World
Development Company Limited since 1988. New World
Development Company Limited is a company listed on the
main board of the Stock Exchange (stock code: 17), of
which Mr. Cheng Yu Tung, a substantial shareholder of the
Company, is the Chairman and an executive director. Mr.
Pei was a senior officer with the Canadian Imperial Bank of

Commerce in Toronto, Canada from 1972 to 1987.

Mr. Chung Wai Kwok, Jimmy, aged 61, is an independent
non-executive director of the Company and the
chairman of the audit committee of the Company. He
joined the Group in March 2010. Mr. Chung has over
20 years of experience in financial advisory services,
taxation and management. He was a partner of
PricewaterhouseCoopers until he retired in June 2005.
In October 2005, he joined Russell Bedford Hong Kong
Limited, a professional consulting firm, as a director in the
tax and business advisory unit. Mr. Chung is a member of
the Hong Kong Institute of Certified Public Accountants,
the Taxation Institution of Hong Kong and the Association
of Chartered Certified Accountants (ACCA). He was the
President of the Hong Kong branch of ACCA for the year
2005/06. He is currently an independent non-executive
director of Fittec International Group Limited (stock code:
2662), Lee Kee Holdings Limited (stock code: 637) and
Tradelink Electronic Commerce Limited (stock code: 536),
all of which are listed on the Main Board of the Stock
Exchange; and China World Trade Center Company
Limited (stock code: 600007), listed on the Shanghai Stock

Exchange.
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Mr. Chan Kong, aged 47, is an independent non-executive
director of the Company, the chairman of the nomination
committee and a member of each of the audit committee
and the remuneration committee of the Company. He
joined the Group in March 2010. Mr. Chan was graduated
from the Chinese University of Hong Kong with a major in
Mathematics in May 1987. Mr. Chan has more than 8 years
of management experience. Mr. Chan is currently the vice-
chairman of Jimei Investment Holdings Limited. He was
also a director of Hontec International Limited, a company
engaged in the trading and marketing of photographic
production machines and other related accessories in
China and Japan. Mr. Chan is a co-founder of Bio-Treat
Technology Limited, a company listed on the main board
of the Singapore Stock Exchange Ltd. (stock code: B22)
since 2004.

Mr. Lee Kwok Chung, aged 47, is an independent non-
executive director of the Company and a member of each
of the audit committee, the remuneration committee and
the nomination committee. He joined the Group in June
2010. Mr. Lee obtained a bachelor's degree in science
from The Chinese University of Hong Kong in 1986
and a bachelor’'s degree in law from The University of
London in 1993. From August 1986 to April 1995, Mr. Lee
worked as a unit manager of The Prudential Assurance
Company Limited and was mainly responsible for sales
and marketing function. Mr. Lee joined Messrs. Weir &
Associates as a trainee solicitor in April 1995. He was
admitted as a solicitor of the High Court of the Hong Kong
Special Administrative Region in April 1997 and worked
with Messrs. Weir & Associates, Solicitors and Notaries
between April 1997 and January 2008. Since January
2008, Mr. Lee has been a partner in Messrs. Lee & So,
Solicitors. Mr. Lee is also appointed a civil celebrant of
marriages for the period from 23 June 2011 to 22 June
2016. From September 2006 to August 2007, Mr. Lee was
the president of The Federation of Alumni Associations
of The Chinese University of Hong Kong. Since 2002,
he has been the chairman and a director of The Alumni
Association of the United College of The Chinese
University of Hong Kong Limited.
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Mr. Lau Shun Chuen, aged 61, is an independent non-
executive director and a member of both the remuneration
committee and the nomination committee of the Company.
He joined the Group on 1 October 2010. Mr. Lau has 37
years of experience in the banking industry in Hong Kong,
China and Canada. From August 1973 to April 1992, Mr.
Lau worked at the Bank of East Asia, Limited, holding
senior positions including head of business development,
head of branch operations, head of human resources
and head of corporate communications. From August
1992 to July 1994, Mr. Lau served as the senior credit
manager at the Toronto main office of Hongkong Bank of
Canada. Since August 1994, Mr. Lau joined Hang Seng
Bank Limited (*Hang Seng Bank”) and was appointed as
assistant general manager of Hang Seng Bank in January
2001. He held a number of senior positions in Hang Seng
Bank including head of personal financial services, head
of retail services and sales and head of relationship
management, commercial banking. He was responsible for
commercial banking business of Hang Seng Bank in China
since November 2006 and later also its network in Northern
China. Mr. Lau acted as the deputy chief executive of
Hang Seng Bank (China) Limited before his retirement
in July 2010. Mr. Lau obtained a Bachelor of Science
degree from the University of Hong Kong in July 1973.
He is a Fellow of the Chartered Institute of Bankers and
a Fellow of the Hong Kong Institute of Bankers. He was a
former director of EPS Company (Hong Kong) Limited and

TransUnion Limited.
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Mr. Chan Ka Fat, aged 39, is a company secretary and
one of the authorized representatives of the Company.
He joined the Group on 1 October 2010. Mr. Chan is a
qualified accountant and a member of both the Hong
Kong Institute of Certified Public Accountants and the CPA
Australia. Mr. Chan has over 12 years of experience in
auditing, accounting, financial planning and management.
Prior to joining the Group, Mr. Chan held audit posts in
audit firms and served as an assistant financial controller
of a company listed on the Stock Exchange. Mr. Chan
also worked as an associate of a firm based in the United
States which provides professional advisory services on
internal controls and compliance matters for companies
listed on the stock exchanges in the United States. From
September 2007 to April 2009, Mr. Chan served as the
chief financial officer and executive director of Asia Energy
Logistics Group Ltd (formerly known as China Sciences
Conservational Power Ltd), a company listed on the
Stock Exchange (stock code: 351) and was responsible
for the corporate finance compliance, the financial and
corporate governance functions of the company. Mr. Chan
obtained a Bachelor of Commerce degree from Macquarie
University in Australia in July 1997 and a Master of
Management degree from Macquarie Graduate School of

Management in Hong Kong in August 2008, respectively.
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SENIOR MANAGEMENT

Executive Director and Chief Operating Officer

Mr. Cheng Chun Keung, Thomas, an executive director of
the Company, has been appointed as the chief operating
officer of the Company effective from 1 October 2010. For
details regarding Mr. Cheng’s background, see the section

headed “Executive Directors” above.

Chief Financial Officer

Ms. Mak Sau Ling, aged 40, is the chief financial officer
of our Group. Ms. Mak joined our Group in August
2007 and is responsible for the financial matters of the
Group. Prior to joining the Group, Ms. Mak worked with
several international audit firms and has over 10 years of
experience in auditing and accounting. Ms. Mak obtained
a bachelor’'s degree in accountancy from the Hong
Kong Polytechnic University in November 1997. She is a
fellow member of the Association of Chartered Certified
Accountants in the United Kingdom and a non-practicing
member of the HKICPA.

General Manager of the Confidential Materials
Destruction Service (CMDS)

Mr. Chan Yim Inn, Stephen, aged 51, is the general
manager of the CMDS business unit of the Group and is
responsible for the overall operation, sales and marketing
and customer relationship management of CMDS. Mr.
Chan is also in charge of monitoring the Group’s security
system, especially the security of confidential materials
collection and destruction services. Mr. Chan joined the
Group in May 1998. He has over 25 years of experience
in sales and marketing. Prior to joining the Group, Mr.
Chan served as a Senior Marketing Manager of Dunruns
International Limited, Manager of Confidential Materials
Destruction Service Limited, as well as other customer
service roles at DHL International Limited, Tokyo Byokane
Co., (HK) Ltd., and Regent Hotel. Mr. Chan obtained
a Master Degree in Marketing from the University of

Leicester in 2006. He is a Certified Professional Marketer
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(Asia-Pacific) and a fellow member of The Hong Kong
Institute of Marketing and International Professional
Security Association. He is also actively involved in
community work and has served the Hong Kong Auxiliary
Police Force since 1979 with the present rank of Auxiliary

Senior Inspector.

Ms. Cheung Nga Shuen, Candy, aged 41, is the head
of administration, human resources and purchasing. Ms.
Cheung joined the Group in February 2003 is currently in
charge of the Group’s administration, human resources
and purchasing departments. Prior to joining the Group,
Ms. Cheung had over 17 years of experience in human
resources and administration. She worked in House18.
com InformAsia Holdings Limited, The Chinese General
Chamber of Commerce, San Miguel Brewing International
Limited, Finarts Trading Company Limited and Fancy
Talent Limited. Ms. Cheung was graduated from the
Monash University with a bachelor’s degree in Business in
September 1998. Ms. Cheung is the sister of Ms. Cheung

Nga Lai, Carol, our non-executive director.

Mr. Gan Yue Fei, aged 43, is the Chief Engineer of the
Group and is responsible for the research, development
and production of paper products. He also participated in
the investment projects of large scale production line and
improved the management system of production system.
Mr. Gan joined the Group in June 2010. Mr. Gan has over
20 years of experience in paper manufacturing. Prior to
joining the Group, he served as the Engineer of General
Engineering Department of Yuanjiang Paper Co., Ltd. of
Tiger Forest & Paper Group, Deputy Chief Engineer of
Hengan International Group Co., Ltd, as well as Deputy

General Manager of Shandong Hengan Paper Co., Ltd.
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Deputy General Manager of Huizhou Fook Woo
Paper

Mr. Liu Yang, aged 47, is the Deputy General Manager
of Huizhou Fook Woo Paper Co. Ltd., a wholly-owned
Subsidiary of the Group and is responsible for sales and
marketing function of tissue paper products of the Group
in Greater China Area. Mr. Liu joined the Group in June
2010. He has over 20 years of experience in operations,
sales and marketing, strategic planning and sales training.
Mr. Liu has profound knowledge in China’s tissue product
market and its development. Prior to joining the Group, Mr.
Liu served as the executive director of Hunan Baidesheng
Business Development Co., Ltd, Assistant to General
Manager of Fujian (Man Yu) Shoes Making Group Co.,
Ltd., Vice Chairman and Deputy General Manger of Hunan
Dehuishi Paper Co., Ltd., General Manager of Hengan
(Group) Hubei Xiaogan Company, as well as General
Sales Manager in Fujian and Guangdong Area of Hengan

International Group Co. Ltd.

DIRECTORS AND SENIOR MANAGEMENT
EENEREEE

EMNENEEERATDZAIAKEE

BIBEE 4T RASEZEWB AR EMNEM
MEARRAAZELKE FEAEETRER 2L
ERMZEEREMGHERE - BIXER T —FTFX
AMBEAREE NELHEEEEE  RE - ZHA
ABINTEEBB0FLER - BIREHTRLEER
MMEHBERAMBERLEAE - EMALKEA
REEHEARERERRERATANITESE =&
EORE) SEREARARAKENE  HEEE
MEBRAFBEFERAALE  ER (KE)H
EERARBKERER (RE) BERHEALE -

ST

33



34

REPORT OF THE DIRECTORS
ESEEHRE

The Board has pleasure in submitting their annual report
together with the audited consolidated financial statements
of the Group for the year ended 31 March 2011.

CORPORATE REORGANISATION

The Company was incorporated and registered as an
exempted company with limited liability in the Cayman
Islands on 11 November 2009 under the Companies Law,
Cap. 22 (Law 3 of 1961, as consolidated and revised) of
the Cayman lIslands. Pursuant to a reorganisation scheme
to rationalise the corporate structure of the Group in
preparation for the listing of the Company’s shares (the
“Shares”) on the Main Board of the Stock Exchange, the
Company acquired the equity interests of the companies
under common control and became the holding company
of the companies now comprising the Group. Further
details of the corporate reorganisation are set out in the

Prospectus.

The Company’s shares have been listed on the Stock

Exchange since 31 March 2010.

PRINCIPAL ACTIVITIES AND
GEOGRAPHICAL ANALYSIS OF
OPERATIONS

The principal activity of the Company is investment
holding. The principal activities of the Company’s
subsidiaries as at 31 March 2011 are set out in note 29 to

the financial statements.
An analysis of the Group’s performance for the year by

operating segments is set out in note 6 to the financial

statements.

Fook Woo Group Holdings Limited ® Annual Report 2011

EZEMARZEFH  URAEERBE—_T——
FZRA=1T " BLFENEERGAYHRE

TXEHA

ARBAR-_ZZNF+ A+ - BRERAEHER
ADEFR22E (—NAR—FFHBMPE - KERE RIER])
ERESHEEMANIYELRE#RRAERAA - K
NAEETTT —AEMAFE  UBIEAEEHNEER
B RARERD ([HM]) RE R ER EHEL
Rl B ARBCWEX EARZEH QB
Kz WK RASBEREAKARNZERAR -
TEEHANE - SFRHANBERER -

ARARGE-B—TE=A=+— BERBRA
e

TEXRBREBEWEDS M

ARBMNEBXRHR/REER - ARRSHER A
RIE——F=A=T—"BNEEZEBHNNER
RMIFE29 ©

FRBEB DR E D AL BRE D EN %R
RMHEES



RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the

consolidated income statement on page 76.

RESERVES

Details of the movements in the reserves of the Group
and of the Company during the year are set out in the
consolidated statement of changes in equity on page 78

and in note 28 to the financial statements respectively.

DONATIONS

Charitable and other donations made by the Group during
the year amounted to approximately HK$5,351,000 (2010:
HK$2,713,000).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment
of the Group are set out in note 17 to the financial

statements.

SHARE CAPITAL

Details of the movements in share capital of the Company

are set out in note 27 to the financial statements.

DISTRIBUTABLE RESERVES

The Company’s reserves available for distribution
comprise the share premium account and retained
earnings. At 31 March 2011,
Company available for distribution to shareholders
amounted to approximately HK$2,942,578,000 (2010:
HK$1,914,692,000).

the reserves of the

REPORT OF THE DIRECTORS

EEEHRE
EENRDIK
AREBFRANEEHNFETCENGEREREK °
R

AEERARBDEFANBEEDFEDOHEHNETS
BN AR EE R MM WK 28

B
R B PR M3 RE (3B 3R 40 55,351,000
(=T —FF : 2,713,000 7T) °

MR- BERRE

REBNYWE  BEMRELHNFBHNIER
RETEET o

IR 7K

AR RIS B B ¥ A B B RS PR a2

7 K 1

ARRAHDSRNFEERLEROS ZERRRE R
FleRZE——F=A=+—H KRG ADEKT
PG 3R B o 45 40 52,942,578,00008 7T (Z T — T4 -
1,914,692,000/8 7T) °

BNMEBZRERAT ¢« — T — —F4ER 35



36

REPORT OF THE DIRECTORS
BEEERE

DIVIDEND

No dividend has been paid or declared by the Company
during the year (2010: Nil)

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s articles of association (the “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.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of
the Group for the last five financial years is set out on page
176.

PURCHASE, SALE OR REDEMPTION
OF SHARES

Neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s
shares during the year ended 31 March 2011.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed
from Friday, 2 September 2011 to Tuesday, 6 September
2011, both days inclusive, during which period no transfer
of shares of the Company will be registered. In order to
be eligible for attending and voting at the 2011 annual
general meeting of the Company to be held on Tuesday,
6 September 2011,

the Company should ensure that all transfer documents

unregistered holders of shares of

accompanied by the relevant share certificates must be
lodged with the Company’s Branch Share Registrar in
Hong Kong, Computershare Hong Kong Investor Services
Limited at Shops 1712-1716, 17th Floor,
183 Queen’s Road East, Wanchai,
for registration not later than 4:30 p.m. on Thursday, 1
September 2011.

Hopewell

Centre, Hong Kong

Fook Woo Group Holdings Limited ¢ Annual Report 2011
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DIRECTORS

The directors of the Company (the “Directors”) during the

year and up to the date of this report were:

Executive Directors

Mr. Leung Kai Kuen (Chairman)
Mr. Leung Tat Piu

Mr. Cheng Chun Keung, Thomas

Non-executive Directors

Ms. Cheung Nga Lai, Carol

Mr. Cheng Chi Ming, Brian
(appointed on 1 January 2011)

Mr. Pei Cheng Ming, Michael
(appointed on 1 January 2011)

Independent non-executive Directors
Mr. Chung Wai Kwok, Jimmy
Mr. Chan Kong
Mr. Cheng Yu Hong
(resigned on 21 June 2010)
Mr. Lee Kwok Chung
(appointed on 21 June 2010)
Mr. Lau Shun Chuen
(appointed on 1 October 2010)

Pursuant to Article 108 of the Articles of Association, Mr.
Leung Tat Piu, Mr. Cheng Chun Keung, Thomas and Mr.
Chan Kong shall retire by rotation at the 2011 annual
general meeting of the Company. According to Article 112
of the Articles of Association, Mr. Cheng Chi Ming, Brian,
Mr. Pei Cheng Ming, Michael and Mr. Lau Shun Chuen
(appointed by the Board during the year) shall retire at
the 2011 annual general meeting of the Company. All the
above retiring Directors, being eligible, offer themselves
for re-election, at the forthcoming annual general meeting

of the Company.
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service
contract with the Company for an initial term of three years
from their respective date of appointment, which may be
terminated by not less than three months’ notice in writing

served by either party.

Each of the non-executive Directors and Independent
non-executive Directors was appointed for a term of three
years with effect from their respective date of appointment.
The service contracts/letters of appointment of the non-
executive Directors/Independent non-executive Directors

will expire on:

Ms. Cheung Nga Lai, Carol

(expire on 11 March 2013)
Mr. Chung Wai Kwok, Jimmy

(expire on 11 March 2013)
Mr. Chan Kong

(expire on 11 March 2013)
Mr. Lee Kwok Chung

(expire on 21 June 2013)
Mr. Lau Shun Chuen

(expire on 1 October 2013)
Mr. Cheng Chi Ming, Brian

(expire on 1 January 2014)
Mr. Pei Cheng Ming, Michael

(expire on 1 January 2014)

None of the Directors being proposed for re-election at the
forthcoming annual general meeting has a service contract
with the Company, which is determinable by the Company
within one year without payment of compensation, other

than statutory compensation.
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BIOGRAPHICAL DETAILS OF
DIRECTORS AND SENIOR
MANAGEMENT

Brief biographical details of the Directors and senior

management are set out from pages 24 to 33.

REMUNERATION POLICY

The remuneration policy for the Directors and senior
management members of the Group was based on their
experience, level of responsibility and general market
conditions. Any discretionary bonus and other merit
payments are linked to the profit performance of the
Group and the individual performance of such Director or
senior management member of the Group. Details of the
remuneration of the Directors are set out in note 16 to the

consolidated financial statements contained in this report.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed in note 37 to the consolidated financial
statements about the Company’s share option scheme,
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, or any of its
holding companies, subsidiaries or fellow subsidiaries
a party to any arrangement to enable the Directors to

acquire such rights in any other body corporate.
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DIRECTORS’ INTERESTS IN
CONTRACTS

Save as disclosed under the section headed “Connected
Transactions” below, no contracts of significance in
relation to the Group’s business to which the Company or
any of its subsidiaries was a party and in which a director
of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time

during the year.

DIRECTORS’ INTERESTS IN SHARES

As at 31 March 2011, the interests of each Director and
chief executives of the Company in the Shares which (a)
were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the
Securities and Futures Ordinance (the “SFO”); or (b) were
required under Section 352 of the SFO, to be entered in
the register required to be kept by the Company referred
to in that section; or (c) were required to be notified to the
Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) set out in the Rules Governing
the Listing of Securities on the Stock Exchange (the

“Listing Rules”) were as follows:

Name of Director Capacity

EspR )
Mr. Leung Kai Kuen

30 4 5 RiE SR E R R

*

The letter “L” denotes the person’s long position in the

Shares.
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Note: Mr. Leung Kai Kuen was deemed to be interested in these
306,300,000 Shares which were held by City Legend
International Limited (“City Legend”), a corporation wholly

owned by Mr. Leung.

Save as disclosed above, as at 31 March 2011, none
of the directors or chief executives of the Company had
any interests or short positions in the shares, underlying
shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of
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
pursuant to the Model Code, nor had there been any grant
or exercise of rights of such interests during the year
ended 31 March 2011.

Pursuant to the resolutions in writing passed by all
shareholders of the Company on 11 March 2010, the
Company approved and adopted a share option scheme
for the purpose of enabling the Group to grant options to
selected participants as incentives or rewards for their
contribution to the Group (the “Share Option Scheme”).
Since the adoption of the Share Option Scheme and up to

31 March 2011, no share option had been granted.

As at the date of this annual report, the total number of
shares available for issue under the Share Option Scheme
was 200,000,000 Shares, which represented approximately

8.13% of the Shares in issue as at that date.

Particulars of the Share Option Scheme are set out in note

37 to the consolidated financial statements.
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS IN SHARES

As at 31 March 2011, the following persons (other than
the directors and chief executives of the Company) had
interests and short positions of 5% or more in the Shares
as recorded in the register required to be kept under

Section 336 of the SFO:

Name of shareholder

BREREM

Ms. Tam Ming Luen
BIEELL

Trump Max International Invesment
Limited (“Trump Max”)

JABERREERAR ([SLL])

Mr. Cheng Yu Tung
B EE

Chow Tai Fook Nominee Limited

EARBREABRRAF

Victory Day Investments Limited

Smart On Resources Ltd.

City Legend
E L

Firstrate Enterprises Limited

*

Shares.

The letter “L” denotes the person’s long position in the *

W ROAR

Capacity

&%

Interest in a controlled corporation
ZEEEER

Beneficial owner

ESHEBA

Interest in controlled corporations
XEEERER

Interest in controlled corporations
RErE g

Beneficial owner

EmlEAA

Interest in a controlled corporation

R EEER

Beneficial owner

ESHEBA

Beneficial owner

BB A

Beneficial owner
EnlEA A

Fook Woo Group Holdings Limited ¢ Annual Report 2011
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Note:

(1)  Ms. Tam Ming Luen was deemed to be interested in these
785,100,000 Shares which were held by Trump Max, a

corporation wholly owned by Ms. Tam.

(2)  Smart On Resources Ltd is wholly owned by Victory Day
Investments Limited (a wholly owned subsidiary of Chow Tai
Fook Nominee Limited). Chow Tai Fook Nominee Limited is

wholly owned by Mr. Cheng Yu Tung.

(3) The interests of City Legend were also disclosed as the
interests of Mr. Leung Kai Kuen, the beneficial owner of City
Legend, in the above section headed “Directors’ Interests in

Shares”.

Save as disclosed above, as at 31 March 2011, no person,
other than the Director whose interests and short positions
are set out in the section headed “Directors’ Interests in
Shares” above, had an interest or a short position in the
shares or underlying shares of the Company as recorded
in the register required to be kept by the Company
pursuant to Section 336 of the SFO.
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CONNECTED TRANSACTIONS

Details of the Group’s related party transactions for the

year ended 31 March 2011 are set out in note 36 to the

consolidated financial statements, some of which also

constituted connected transactions under Chapter 14A of

the Listing Rules, details of which are as follows:

A.

()

(ii)

Continuing connected transactions which

are exempted from the independent
shareholders’ approval requirement, reporting
and announcement requirements under Rule

14A.33(3) of the Listing Rules

Tenancy Agreement

The Group has leased the premises situated at Flat
A, 32nd Floor, Block 2, Parc Palais, 18 Wylie Road,
King’s Park, Kowloon with a gross floor area of 2,537
sq.ft. since 1 September 2004 for residential use as
the Group’s staff quarters. On 31 August 2009, Fook
Woo Waste Paper Company Limited, a member of
the Group, entered into a tenancy agreement with
China Gold Industries Limited, which is owned as to
approximately 99.99% by Ms. Tam Ming Luen and
0.01% by Mr. Leung Ting Yu, the son of Mr. Leung
Kai Kuen, for a term of three years at a monthly rental
of HK$82,000 (exclusive of management fees and

government rates).

Provision of services by Fook Woo Waste
Paper Company

On 11 March 2010, the Company entered into a
service agreement with Fook Woo Waste Paper
Company, a sole proprietorship, pursuant to which
Fook Woo Waste Paper Company will provide waste
paper management services to the Company at
the site of Dai Kwai Street, Tai Po, New Territories
at a monthly service fee of HK$80,000 for a term
of three years. Pursuant to the terms of the service

agreement, Fook Woo Waste Paper Company agreed

Fook Woo Group Holdings Limited ® Annual Report 2011
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(iii)

(iv)

to provide such services to the Company exclusively
during the term of the service agreement. Fook Woo
Waste Paper Company is wholly-owned by Mr. Leung
Tat Piu, an executive Director, and is therefore an
associate of Mr. Leung Tat Piu and a connected

person of the Company.

Provision of services by Lai Wah Shipping
Company

On 11 March 2010, the Company entered into a
service agreement with Lai Wah Shipping Company
pursuant to which Lai Wah Shipping Company will
provide waste loading services to the Company at the
site of Berth No. KT-5 of Kwun Tong Pier at a monthly
service fee of HK$82,000 for a term of three years.
Pursuant to the terms of the service agreement, Lai
Wah Shipping Company agreed to provide such
services to the Company exclusively during the term
of the service agreement. Lai Wah Shipping Company
is wholly-owned by Mr. Leung Kai Kuen, an executive
Director and one of the controlling shareholders of
the Company, and is therefore an associate of Mr.
Leung Kai Kuen and a connected person of the

Company.

Service Agreements with Relevant Employees
The Company has entered into service agreements
with several employees (the Relevant Employees)
who are connected persons of the Company to
perform the services within the Group for a term of

not more than three years.
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Tenancy Agreement

The Group has leased the premise situated at House
10, Windsor Park, Nos. 2-88 Ma Ling Path, Kau To
Shan, Shatin as the Group’s director quarter. On 20
October 2010, Fook Woo Waste Paper Company
Limited, a member of the Group, entered into a
tenancy agreement with Junway Investment Limited,
which is owned as to 100% by Ms. Tam Ming
Luen, for a term of two years at a monthly rental
of HK$75,000 (inclusive of management fees and

government rent and rates).

Continuing connected transaction which is
exempted from the independent shareholders’
approval requirement, but subject to the
reporting and announcement requirements

under Rule 14A.34 of the Listing Rules

The Group has leased the premises situated at 3
Kui Sik Street, Fanling, New Territories (the “Fanling
Property”) for industrial and ancillary accommodation
purposes and as the Group’s headquarters in Hong
Kong from E&l Development Limited (“E&I”) since 1
April 2009. The Fanling Property has a gross floor
area of 4,369 sg.m. On 18 March 2009, Fook Woo
Waste Paper Company Limited, a member of the
Group, entered into a tenancy agreement with E&l
for a term of three years commencing from 1 April
2009 at a monthly rental of HK$250,000 (exclusive
of management fees and government rates). E&I is
owned as to 50% by Astoria Group Ltd. (“Astoria”)
and 50% by Inter-Oriental Investments Ltd. (“Inter-
Oriental”), both of which hold the issued shares in
E&l on trust for Mr. Leung Ting Yu (in the case of
Astoria) and Ms. Leung Hoi Ying (in the case of Inter-
Oriental), respectively. As Mr. Leung Ting Yu and Ms.
Leung Hoi Ying are the son and the daughter of Mr.
Leung Kai Kuen, an executive Director and one of the
controlling shareholders of the Company, they are

therefore connected persons of the Company.
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The independent non-executive Directors have
reviewed the above continuing connected
transactions and confirmed that each of the

transactions has been entered into:

(1) in the ordinary and usual course of business of

the Group;

(2) on normal commercial terms; and

(3) in accordance with the relevant agreement
governing such transaction on terms that are
fair and reasonable and in the interests of the

shareholders of the Company as a whole.

The Company’s auditor was engaged to report on
the Group’s continuing connected transactions in
accordance with Hong Kong Standard on Assurance
Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note
740 “Auditor’'s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules”,
issued by the Hong Kong Institute of Certified
Public Accountants. The auditor has issued a report
containing the findings and conclusions in respect of
the continuing connected transactions disclosed by
the Group on pages 44 to 46 of the Annual Report
in accordance with paragraph 14A.38 of the Listing
Rules. A copy of the auditor’'s report has been

provided by the Company to the Stock Exchange.
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DIRECTORS’ INTERESTS IN
COMPETING BUSINESS

During the year, save as disclosed below, none of the
Directors is considered to have interest in a business
which competes or is likely to compete, either directly or

indirectly, with the business of the Group.

On 11 March 2010, each of the controlling shareholders
of the Company including City Legend, Trump Max, Mr.
Leung Kai Kuen and Ms. Tam Ming Luen (the “Controlling
Shareholders”), entered into a deed of non-competition
(the “Deed of Non-Competition”) with the Company
pursuant to which each of the Controlling Shareholders
has individually, jointly, unconditionally and irrevocably
undertaken and represented to the Company and each
member of the Group that, among other things, he/she/it
will not and will procure that his/her/its associates will not
engage, directly or indirectly, in businesses which will or
may compete with the business carried on or to be carried

on by the Group.

Each of the Controlling Shareholders has provided an
annual declaration on his/her/its compliance with the
undertakings contained in the Deed of Non-Competition

undertaken by them.

The independent non-executive Directors have
reviewed and were satisfied that each of the Controlling
Shareholders has complied with the Deed of Non-

Competition for the year ended 31 March 2011.

MANAGEMENT CONTRACTS

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Company and the Group were entered into

or existed during the year.
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MAJOR SUPPLIERS AND CUSTOMERS

The percentage of purchases for the year attributable to
the Group’s five largest suppliers is less than 30%.

The percentages of sales for the year attributable to the
Group’s major customers are as follows:

1%
33%

» the largest customers
- five largest customers in aggregate

None of the directors, their associates or any shareholder
(which to the knowledge of the directors owns more than
5% of the Company’s share capital) had an interest in
these major customers.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, it
is confirmed that there is sufficient public float of more
than 25% of the Company’s issued shares as at the latest
practicable date prior to the issue of this report.

SUBSEQUENT EVENTS

As at 31 March 2011, the Group did not have any
significant events which have been taken place
subsequent to the balance sheet date.

AUDITOR

The financial statements have been audited by
PricewaterhouseCoopers who retire and, being eligible,
offer themselves for re-appointment at the forthcoming
2011 annual general meeting of the Company.

On behalf of the Board

Leung Kai Kuen
Chairman
Hong Kong, 29 June 2011
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CORPORATE GOVERNANCE REPORT

TRERMSE

The Board is pleased to present this Corporate
Governance Report in the Group’s annual report for the
year ended 31 March 2011.

CORPORATE GOVERNANCE PRACTICES

The Group is committed to achieving high standards
of corporate governance to safeguard the interests
of shareholders and to enhance corporate value and

accountability.

The Company has applied the principles set out in the
Code on Corporate Governance Practices (the “CG Code”)
contained in Appendix 14 to the Listing Rules throughout
the year. In the opinion of the Board, the Company has
complied with all the code provisions set out in the CG
Code throughout the year with the exception of the code
provision A.2.1 of the CG Code which requires that the
roles of chairman and chief executive officer should
be separate and should not be performed by the same
individual. Key corporate governance principles and
practices of the Company as well as details relating to the

foregoing deviation are summarized below.

The Company will continue to enhance its corporate
governance practices that are appropriate to the conduct
and growth of its business and to review its corporate
governance practices from time to time to ensure
they comply with the increasingly tightened regulatory
requirements and to meet the expectations of shareholders

and investors.
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A. THE BOARD

A.1 RESPONSIBILITIES AND DELEGATION

The Board, led by the chairman of the Company,
is responsible for leadership and control of the
Company and oversees the Group’s businesses,
strategic decisions and performance. The Board
has delegated to the senior management the
authority and responsibility for the day-to-day
management and operation of the Group. In addition,
the Board has established Board committees and
has delegated to these Board committees various
responsibilities as set out in their respective terms of
reference. All Directors have carried out their duties
in good faith, in compliance with applicable laws and
regulations and in the interests of the Company and

its shareholders at all times.

The Board reserves its decision for all major matters
of the Company, including: approval and monitoring
of all policy matters, overall strategies and budgets,
internal control and risk management systems,
material transactions (in particular those that may
involve conflict of interests), financial information,
appointment of directors and other significant

financial and operational matters.

The Board has delegated a schedule of responsibilities
to the senior management of the Company. These
responsibilities include implementing decisions
of the Board, directing and co-ordinating day-to-
day operation and management of the Company
in accordance with the management strategies
and plans approved by the Board, formulating and
monitoring the operating and production plans and
budgets, and supervising and monitoring the control

systems.
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The following chart illustrates the current structure
and membership of the Board and the Board

Committees:

TERHBAEEGREZCZEENRARBER
PR B A

BOARD OF DIRECTORS

Executive Directors

Mr. Leung Kai Kuen (Chairman)
Mr. Leung Tat Piu

Mr. Cheng Chun Keung, Thomas

Non-executive Directors

Ms. Cheung Nga Lai, Carol
Mr. Cheng Chi Ming, Brian
Mr. Pei Cheng Ming, Michael

Independent Non-executive Directors
Mr. Chung Wai Kwok, Jimmy

Mr. Chan Kong

Mr. Lee Kwok Chung

BExe
HITES
RIWESRLE (L/F)
RO KA

Mr

. Lau Shun Chuen

Executive Committee

Mr. Leung Kai Kuen
(Chairman)

Mr. Leung Tat Piu

Mr. Cheng Chun Keung,
Thomas

Audit Committee

Mr. Chung Wai Kwok,
Jimmy (Chairman)

Mr. Cheng Chi Ming,
Brian

Mr. Chan Kong

Mr. Lee Kwok Chung

BREEE
BHRBESTE (ZE)
WAL L

PRI 5 4
FREBEE

Remuneration Committee

Mr. Leung Kai Kuen
(Chairman)

Mr. Pei Cheng Ming,
Michael

Mr. Chan Kong

Mr. Lee Kwok Chung

Mr. Lau Shun Chuen

Nomination Committee

Mr. Chan Kong
(Chairman)

Mr. Leung Kai Kuen

Mr. Pei Cheng Ming,
Michael

Mr. Lee Kwok Chung

Mr. Lau Shun Chuen

Each of the non-executive Directors and the
independent non-executive Directors possesses
different business experience, knowledge and
professional background. The Board has at all times

met the requirements of the Listing Rules relating

EHRRTEFRBLFUTEFTER TRMNE
BEE  NHREBEXESR EFERMARK
BEET ETRANEEZEIRL =ZRBILIEH
TEFORE  EFsL—2BEEAENER

ERINETH AV BEREER -EFEC

to the appointment of at least three independent

non-executive Directors with at least one of them
possessing appropriate professional qualifications
or accounting or related financial management
expertise. The Board has received a written annual

confirmation from each independent non-executive

Director of independence pursuant to Rule 3.13

of the Listing Rules. The Company considers

all independent non-executive Directors to be

independent in accordance with the independence

guidelines as set out in the Listing Rules.
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The Company has also adopted the recommended
best practice under the CG Code for having at least
one-third of its Board members being independent
non-executive Directors. Independent non-executive
Directors have been invited to serve on the Audit
Committee, the Remuneration Committee and the
Nomination Committee. Through participation in
Board meetings, taking the lead in managing issues
involving potential conflict of interests and serving
on Board committees, all independent non-executive
Directors make various contributions to the effective

direction of the Company.

The list of Directors (by category) is set out under
the section headed “Corporate Information” in this
annual report and is also disclosed in all corporate
communications issued by the Company pursuant to
the Listing Rules from time to time. The independent
non-executive Directors are expressly identified in
all corporate communications pursuant to the Listing

Rules.

The biographical details of the directors and the
relationships among the members of the Board are
disclosed under the section headed “Directors and

Senior Management” in this annual report.
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Schedules for regular Board meetings are normally
agreed with directors in advance to facilitate their
attendance. In addition, notice of at least 14 days is
given for a regular Board meeting. For other Board
meetings, reasonable notice is generally given. Draft
agenda of each Board meeting is usually sent to all
Directors together with the notice of meeting in order
to give them an opportunity to include any other
matters in the agenda for discussion in the meeting.
Board papers together with the related information
are sent to Directors at least 3 days before each
Board meeting. Draft minutes are normally circulated
to Directors for comment within a reasonable time
after each meeting and the final version is open for
Directors’ inspection. The company secretary of the
Company is responsible for keeping minutes of all

Board and committee meetings.

The chairman, the company secretary and chief
financial officer and other relevant senior
management members normally attend regular
Board meetings and, where necessary, other Board
and committee meetings to advise on business
developments, financial and accounting matters,
statutory compliance, corporate governance and
other major aspects of the Group. The Board and
each Director also have separate and independent
access to the senior management whenever
necessary. Where appropriate, the Directors can
obtain independent professional advice at the

expense of the Company.
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According to current Board practice, any material
transaction, which involves a conflict of interests
for a substantial shareholder or a Director, will be
considered and dealt with by the Board at a duly
convened Board meeting. The Articles of Association
contain provisions requiring directors to abstain
from voting and not to be counted in the quorum at
meetings for approving transactions in which such
directors or any of their associates have a material

interest.

The Board meets regularly for reviewing and
approving the financial and operating performance,
and considering and approving the overall strategies
and policies of the Company. Additional meetings
are held when significant events or important issues
are required to be discussed and resolved. During
the year ended 31 March 2011, the Board held
eight meetings and the attendance records of each

director at these Board meetings are set out below:

Attendance/

Name of Director Number of Board Meetings

Executive Directors

Mr. Leung Kai Kuen (Chairman) 7/8
Mr. Leung Tat Piu 8/8
Mr. Cheng Chun Keung, Thomas 8/8

Non-executive Directors

Ms. Cheung Nga Lai, Carol 8/8
Mr. Cheng Chi Ming, Brian (Note 1) 171
Mr. Pei Cheng Ming, Michael (Note 1) 171

Independent Non-executive Directors

Mr. Chung Wai Kwok, Jimmy 8/8
Mr. Chan Kong 8/8
Mr. Lee Kwok Chung (Note 2) 717
Mr. Lau Shun Chuen (Note 3) 4/4

Mr. Cheng Yu Hong (Note 4) 0/1
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Note:

(1)  Mr. Cheng Chi Ming, Brian and Mr. Pei Cheng Ming, Michael
were appointed as non-executive Directors on 1 January
2011. One Board meeting was held from the date of their

appointment to 31 March 2011.

(2) Mr. Lee Kwok Chung was appointed as an independent
non-executive Director on 21 June 2010. Seven Board
meetings were held from the date of his appointment to 31

March 2011.

(3)  Mr. Lau Shun Chuen was appointed as an independent non-
executive Director on 1 October 2010. Four Board meetings
were held from the date of his appointment to 31 March
2011.

(4) Mr. Cheng Yu Hong resigned as an independent non-
executive Director on 21 June 2010. One Board meeting

was held from 1 April 2010 to the date of his resignation.

A.4 CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

Code provision A.2.1 of the CG Code stipulates that
the roles of the chairman and the chief executive
officer of the Company should be separate and

should not be performed by the same individual.

Mr. Leung Kai Kuen is the chairman of the Board and
the chief executive officer of the Company. As Mr.
Leung is the founder of the Group and has extensive
experience in the waste paper management industry
and the recycled paper manufacturing industry,
the Board believes that it is in the best interest of
the Group to have Mr. Leung taking up both roles
for continuous effective management and business

development of the Group.
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The Board considers that the current structure of
vesting the roles of the chairman and chief executive
officer of the Company in the same person will not
impair the balance of power and authority between

the Board and the management of the Company.

A.5 APPOINTMENT AND RE-ELECTION
OF DIRECTORS

Each of the executive Directors, non-executive
Directors and independent non-executive Directors is
engaged for a term of three years commencing from
their respective dates of appointment and is subject
to retirement by rotation and re-election pursuant to

the Articles of Association.

According to the Articles of Association, all Directors
are subject to retirement by rotation at least once
every three years. Besides, any new Director
appointed by the Board to fill a casual vacancy shall
submit himself/herself for re-election by shareholders
at the first general meeting and any new Director
appointed by the Board as an addition to the
Board shall submit himself/herself for re-election by
shareholders at the next following annual general

meeting.

Pursuant to the aforesaid provisions of the Articles
of Association, Mr. Leung Tat Piu, Mr. Cheng Chun
Keung, Thomas, Mr. Cheng Chi Ming, Brian, Mr.
Pei Cheng Ming, Michael, Mr. Chan Kong and Mr.
Lau Shun Chuen shall retire at the forthcoming 2011
annual general meeting of the Company and, being
eligible, will offer themselves for re-election at the
said meeting. The Company’s circular, sent together
with this annual report, contains detailed information
of the above retiring Directors pursuant to the Listing

Rules.
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The procedures and process of appointment, re-
election and removal of directors are laid down
in the Articles of Association. The Nomination
Committee is responsible for reviewing Board
composition, developing and formulating procedures
for nomination and appointment of directors, and
assessing the independence of independent non-
executive directors. Details of the Nomination
Committee and its work performed are set out in the

“Board Committees” section below.

A.6 INDUCTION AND CONTINUING

DEVELOPMENT OF DIRECTORS

All the Directors received an induction on
appointment to ensure appropriate understanding
of the business and operation of the Group and
full awareness of director responsibilities and
obligations under the Listing Rules and relevant
regulatory requirements. Such induction is normally
supplemented with visits to the Group’s key business
sites and/or meetings with the senior management of

the Company.

The existing Directors are updated with legal
and regulatory developments and changes in the
business and the market to facilitate the discharge
of their responsibilities. Continuing briefings and
professional development to Directors will be

arranged whenever necessary.

A.7 MODEL CODE FOR SECURITIES

TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its
code of conduct governing the Directors’ dealings
in the Company’s securities. Specific enquiry has
been made of all the Directors and all of them have
confirmed that they have complied with the required
standards set out in the Model Code throughout the

year.
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The Company has also established written guidelines
on no less exacting terms than the Model Code (the
“Employees Written Guidelines”) for governing the
securities transactions by employees who are likely
to be in possession of unpublished price-sensitive
information of the Company or its securities. No
incident of non-compliance of the Employees Written
Guidelines by the relevant employees was noted by

the Company.

The Board has established four Board committees,
namely, the Executive Committee, the Remuneration
Committee, the Audit Committee and the Nomination
Committee, for overseeing particular aspects of the
Company’s affairs. All Board committees have been
established with defined written terms of reference,
which are available to shareholders upon request.
All Board committees report to the Board on their

decisions or recommendations made.

The practices, procedures and arrangements in
conducting meetings of Board committees follow in
line with, so far as practicable, those of the Board

meetings set out in section A.3.1 above.

All Board committees are provided with sufficient
resources to discharge their duties and, upon
reasonable request, are able to seek independent
professional advice in appropriate circumstances, at

the Company’s expense.
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B.1 EXECUTIVE COMMITTEE

The Executive Committee comprises all the executive
Directors with the chairman of the Board, Mr. Leung
Kai Kuen, acting as the chairman of such Committee.
The Executive Committee operates as a general
management committee under the direct authority of
the Board to increase the efficiency for the business
decision. It monitors the execution of the Company’s
strategic plans and operations of all business units
of the Group and discusses and makes decisions on
matters relating to the management and day-to-day

operations of the Group.

B.2 REMUNERATION COMMITTEE

The Remuneration Committee comprises five
members, namely, Mr. Leung Kai Kuen, Mr. Pei
Cheng Ming, Michael, Mr. Chan Kong, Mr. Lee Kwok
Chung and Mr. Lau Shun Chuen, the majority of
which are independent non-executive Directors. Mr.
Leung Kai Kuen is the chairman of the Remuneration

Committee.

The principal duties of the Remuneration Committee
are to (i) make recommendations to the Board on the
Company’s policy and structure for all remuneration
of Directors and senior management and the
establishment of a formal and transparent procedure
for developing policy on such remuneration; (ii) make
recommendations on the remuneration packages
of executive directors and senior management;
and (iii) review and approve performance-based
remuneration by reference to corporate goals and

objectives resolved by the Board from time to time.

Human Resources Department is responsible
for collection and administration of the human
resources data and making recommendations to the

Remuneration Committee for consideration.

Fook Woo Group Holdings Limited ® Annual Report 2011
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Details of the remuneration of each Director for the
year ended 31 March 2011 are set out in note 16
to the financial statements contained in this annual

report.

During the year ended 31 March 2011, the
Remuneration Committee has performed the following

tasks:

- Review and discussion of the remuneration
policy of the Group and the remuneration
packages of directors and senior management

of the Company;

- Review and recommendation of payment of
bonus, allowance and benefits to the directors

and senior management of the Company; and

- Recommendation of the remuneration packages
of Mr. Cheng Chi Ming, Brian, Mr. Pei Cheng
Ming, Michael, Mr. Lee Kwok Chung and Mr.
Lau Shun Chuen, the directors appointed during

the year.

The individual attendance records of each member at
the Remuneration Committee meeting during the year

are set out below:

Name of Remuneration Attendance/

Committee Members Number of Meetings

Mr. Leung Kai Kuen, (Chairman) 3/3
Mr. Pei Cheng Ming, Michael (Note 1) N/A
Mr. Chan Kong 3/3
Mr. Lee Kwok Chung (Note 2) 3/3
Mr. Lau Shun Chuen (Note 3) 1/1

Mr. Cheng Yu Hong (Note 4) N/A
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Note:

(1)  Mr. Pei Cheng Ming, Michael was appointed as a member
of the Remuneration Committee on 1 January 2011. No
meeting was held from the date of his appointment to 31
March 2011.

(2) Mr. Lee Kwok Chung was appointed as a member of the
Remuneration Committee on 21 June 2010. Three meetings
were held from the date of his appointment to 31 March
2011.

(3)  Mr. Lau Shun Chuen was appointed as a member of the
Remuneration Committee on 1 October 2010. One meeting
was held from the date of his appointment to 31 March
2011.

(4)  Mr. Cheng Yu Hong resigned as a member of the
Remuneration Committee on 21 June 2010. No meeting was

held before the date of his resignation.

B.3 AUDIT COMMITTEE

The Audit Committee comprises four members,
namely, Mr. Chung Wai Kwok, Jimmy, Mr. Chan
Kong, Mr. Lee Kwok Chung, being independent non-
executive Directors and Mr. Cheng Chi Ming, Brian,
being a non-executive Director. Mr. Chung Wai Kwok,
Jimmy is the chairman of the Audit Committee and
he possesses relevant accounting and financial
management expertise. Mr. Chung was a former
partner of PricewaterhouseCoopers until he retired
in June 2005. Apart from the aforesaid, none of the
other members of the Audit Committee is a former

partner of the Company’s existing external auditor.
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The principal duties of the Audit Committee are
to (i) review the financial statements and reports
and consider any significant or unusual items
raised by the staff responsible for the accounting
and financial reporting function or external auditor
before submission to the Board; (ii) review the
relationship with the external auditor by reference
to the work performed by the auditor, their fees and
terms of engagement, and make recommendations
to the Board on the appointment, re-appointment
and removal of external auditor; and (iii) review
the adequacy and effectiveness of the Company’s
financial reporting system, internal control system
and risk management system and associated

procedures.

During the year ended 31 March 2011, the Audit
Committee has performed the following major tasks:

- Review and discussion of the annual financial
statements, results announcement and report
for the year ended 31 March 2010, the related
accounting principles and practices adopted by
the Group and the relevant audit findings;

- Review and discussion of the interim financial
statements, results announcement and report for
the six months ended 30 September 2010 and
the related accounting principles and practices
adopted by the Group;

- Review of the scope of audit work, auditor’s fees
and terms of engagement for the year ended 31
March 2011;

- Discussion and recommendation of the re-
appointment of the external auditor; and

- Review and discussion of the internal control

system of the Group.
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The individual attendance records of each member at
the Audit Committee meeting during the year are set
out below:

Name of Audit Committee Attendance/

Members Number of Meetings
Mr. Chung Wai Kwok, Jimmy 3/3
Mr. Cheng Chi Ming, Brian (Note) 171
Mr. Chan Kong 3/3
Mr. Lee Kwok Chung 3/3

Note: Mr. Cheng Chi Ming, Brian was appointed as
a member of the audit committee on 1 January
2011. One meeting was held from the date of his
appointment to 31 March 2011.

Pursuant to the recommended best practice of
the CG Code, the Company has established the
Nomination Committee. The Nomination Committee
comprises five members, namely, Mr. Chan Kong,
Mr. Leung Kai Kuen, Mr. Pei Cheng Ming, Michael,
Mr. Lee Kwok Chung and Mr. Lau Shun Chuen, the
majority of which are independent non-executive
Directors. Mr. Chan Kong is the chairman of the
Nomination Committee.

The principal duties of the Nomination Committee
are to (i) review the Board composition; (ii) develop
and formulate relevant procedures for the nomination
and appointment of directors; (iii) identify qualified
individuals to become members of the Board; (iv)
monitor the appointment and succession planning
of directors; and (iv) assess the independence of
independent non-executive Directors.

During the year under review, the Nomination
Committee has carried out the process of selecting
and recommending candidates for directorships
by making reference to the skills, experience,
professional knowledge, personal integrity and time
commitments of such individuals, the Company’s
needs and other relevant statutory requirements and
regulations.

FRAEREBHFEEZZREEERAMNCEHET I

EREE® HEXE,
REHKR EEIE
EHE LA 3/3
B R 5T A () 1/1
BeR il 5 & 3/3
R R4 3/3
Wi WEBREAR-_E——E—A—HEZEEA
EREEQYKE REEFE_Z——%
ZA=+—HERSATT—Ke5E -

RELCEBARTANERZERR  AAFE
Rt ZEg -RREZBEeHABKEA
B - BOBRMISEA - RIWKESTAE - REHLLE
FEARENBBGEEE  EAZEKERE
VIFATES - AT TERRERZEBEXR -

REZEENTIZEBBRA)VRIESFENAE
B (NERRFITEREEFREREZENE
Fri(iNEaBEBALETESSKE ; (iv)
EREENRTARETHE Rv)FTF&BIL
FEMITEETNBE L1 -

REBEFE REZESCBEB2EABAL
BURRRE - K5 BEME - BEARELRERR
A EKRANFEREMBBERRE MR
Bl ETEREREBERREANER -



During the year ended 31 March 2011, the
Nomination Committee has performed the following

works:

- Review and discussion of the existing structure,
size and composition of the Board to ensure
that it has a balance of expertise, skill and
experience appropriate to the requirements for

the business of the Group;

- Review and assessment of the independence
of the existing independent non-executive

Directors;

- Recommendation on the re-appointment of the
retiring Directors at the 2010 annual general

meeting of the Company;

- Discussion and recommendation of the
appointment of Mr. Cheng Chi Ming, Brian, Mr.
Pei Cheng Ming, Michael, Mr. Lee Kwok Chung

and Mr. Lau Shun Chuen as Directors; and

- Acceptance of the resignation of Mr. Cheng Yu

Hong as a Director.

The individual attendance records of each member
at the Nomination Committee meeting during the year
are set out below:

Name of Nomination Attendance/

Committee Members Number of Meetings

Mr. Chan Kong (Chairman) 2/2
Mr. Leung Kai Kuen 2/2
Mr. Pei Cheng Ming, Michael (Note 1) N/A
Mr. Lee Kwok Chung (Note 2) 2/2
Mr. Lau Shun Chuen (Note 3) 171

Mr. Cheng Yu Hong (Note 4) N/A

RE-T——F=AS+—AILFE #EE
BEEEET FHTIE:

R LA MEFENRARE HAER

AR ARERENBEANAEEEER
ERMER -~ XM R &5 EERG T

- FBHLRFAGERBEBUIFNTEZTNEL

1t

~ RRART-E-TERRBEAEL
EHEEREESEHRE

- WRLHEBERESEALLE  EEHRL
£ FEBEERBIBREERES N

- EBRXBFHRELRETES-

FREREBELFREZEEERNCHETIM

T

REZEE
BEHA

BRMIZE £ (£ F)
RIELRELA

SRR E )
B (mrar2)
2 I8 82 % & (#1223)
B 5 A (miata)

2/2
2/2
TiE A
2/2
11
N iE A



66

CORPORATE GOVERNANCE REPORT
PERERWME

Note:

Mr. Pei Cheng Ming, Michael was appointed as a member of
the Nomination Committee on 1 January 2011. No meeting
was held from the date of his appointment to 31 March

2011.

Mr. Lee Kwok Chung was appointed a member of the
Nomination Committee on 21 June 2010. Two meetings were

held from the date of his appointment to 31 March 2011.

Mr. Lau Shun Chuen was appointed as a member of the
Nomination Committee on 1 October 2010. One meeting was

held from the date of his appointment to 31 March 2011.

Mr. Cheng Yu Hong resigned as a member of the
Nomination Committee on 21 June 2010. No meeting was

held before the date of his resignation.

DIRECTORS’ RESPONSIBILITIES
FOR FINANCIAL REPORTING IN
RESPECT OF THE FINANCIAL
STATEMENTS

The Directors are responsible for overseeing the
preparation of financial statements of the Company
with a view to ensuring that such financial statements
give a true and fair view of the state of affairs of the
Group and that relevant statutory and regulatory
requirements and applicable accounting standards
are complied with. The Board has received from the
senior management the management accounts and
such accompanying explanation and information
as are necessary to enable the Board to make an
informed assessment for approving the financial

statements.

The Directors have acknowledged their responsibilities
for preparing the financial statements of the Company
for the year ended 31 March 2011.
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There are no material uncertainties relating to events
or conditions that may cast significant doubt on the

Company’s ability to continue as a going concern.

INTERNAL CONTROLS

The Board acknowledges its responsibility for
maintaining an effective internal control system to
safeguard shareholder investments and the Group’s
assets and for reviewing the effectiveness of such
system on an annual basis. The senior management
reviews and evaluates the control process, monitors
any risk factors on a regular basis and reports to the
Audit Committee on any findings and measures to

address the variances and identified risks.

During the year under review, the Board conducted
a review of the effectiveness of the internal control

system of the Company.

EXTERNAL AUDITOR AND
AUDITOR’S REMUNERATION

The statement of the auditor of the Company about
their reporting responsibilities on the financial
statements of the Group is set out in the Independent

Auditor’s Report in this annual report.

During the year under ended 31 March 2011, the
remuneration paid to the Company’s external auditor,
PricewaterhouseCoopers, is set out below:

Nature of Services Remuneration (HK$)

Audit services 3,669,000

Non-audit services — tax compliance 354,000
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RELATIONSHIP WITH OUR
CONTROLLING SHAREHOLDERS

The Company has received, from each of the
Controlling Shareholders, an annual declaration
on his/her/its compliance with the undertakings
contained in the Deed of Non-Competition entered
into by each of them in favour of the Company
pursuant to which each of the Controlling
Shareholders has individually, jointly, unconditionally
and irrevocably undertaken and represented to
the Company and each member of the Group
that, among other things, he/she/it will not and will
procure that his/her/its associates will not engage,
directly or indirectly, in businesses which will or
may compete with the business carried on or to be
carried on by the Group. Details of the Deed of Non-
Competition were disclosed in the Prospectus under
the section headed “Relationship with Our Controlling

Shareholders”.

The independent non-executive Directors have
reviewed and were satisfied that each of the
Controlling Shareholders, has complied with the Deed
of Non-Competition for the year ended 31 March
2011.

COMMUNICATIONS WITH
SHAREHOLDERS AND INVESTORS

The Board believes that effective communication
with shareholders is essential for enhancing investor
relations and investor’s understanding of the Group’s
business performance and strategies. The Company
also recognizes the importance of transparency and
timely disclosure of corporate information, which will
enable shareholders and investors to make the best

investment decisions.
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The Company maintains a website at “www.fookwoo.com”
as a communication platform for shareholders and
investors, where information and updates on the
Group’s business developments and operations,
financial information and other information are
available for public access. Shareholders and
investors may write directly to the Company’s
principal place of business in Hong Kong for any

inquiries.

The Board considers that general meetings of
the Company provide an important channel for
shareholders to exchange views with the Board.
The chairman of the Board as well as the chairmen
and/or other members of the Board Committees are
normally available to answer questions raised by
the shareholders. The 2010 annual general meeting
was held on 15 September 2010 and notice of
such meeting was sent to shareholders at least 20

business days before the meeting.

The Company continues to enhance communication
and relationship with its investors. Designated
senior management maintains regular dialogue with
institutional investors and analysts to keep them

informed of the Group’s developments.

To safeguard shareholder interests and rights, a
separate resolution is proposed for each substantially
separate issue at shareholder meetings, including the

election of individual Directors.

All resolutions put forward at shareholder meetings
will be voted by poll pursuant to the Listing Rules
and poll results will be posted on the websites of
the Company and of the Stock Exchange after each

shareholder meeting.
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TO THE SHAREHOLDERS OF FOOK WOO GROUP
HOLDINGS LIMITED

(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
Fook Woo Group Holdings Limited (“the Company”) and
its subsidiaries (together, the “Group”) set out on pages
73 to 175, which comprise the consolidated and Company
balance sheets as at 31 March 2011, and the consolidated
income statement, the consolidated statement of
comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash
flows for the year then ended, and a summary of significant

accounting policies and other explanatory information.

The directors of the Company are responsible for the
preparation of consolidated financial statements that
give a true and fair view in accordance with International
Financial Reporting Standards and the disclosure
requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine
is necessary to enable the preparation of consolidated
financial statements that are free from material

misstatement, whether due to fraud or error.
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Our responsibility is to express an opinion on these
consolidated financial statements based on our audit.
We conducted our audit in accordance with International
Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material

misstatement.

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

presentation of the consolidated financial statements.

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

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

Kong Companies Ordinance.

This report, including the opinion, has been prepared for
and only for 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.

PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 29 June 2011
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ASSETS

Non-current assets

Property, plant and equipment
Land use rights

Prepayments

Deferred income tax assets

Total non-current assets

Current assets
Inventories
Trade and bills receivables
Prepayments, deposits and
other receivables
Amounts due from
related companies
Amount due from a shareholder
Tax recoverable
Cash and cash equivalents
Restricted bank deposits

Total current assets

Total assets

EQUITY

Equity attributable to
owners of the parent

Share capital

Share premium

Capital reserve

Other reserves

Total equity
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As at 31 March 2011

Note
ok

17
18
22
19

20
21

22

36(b)
36(b

=

23
23

27

28
28

31 March 2011
—E——-F
=A=+—H
HK$’000
TET

1,286,316
71,773
433,853
2,391

1,794,333

88,164
703,328

88,228

1,186

1,022
1,494,122

2,376,050

4,170,383

245,928

2,940,531
(964,044)

1,577,996

3,800,411
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31 March 2010
—E-FF
=A=+—H
HK$' 000
TETT
(restated)

(e &75)
(Note 3)
(Mt5E3)

1,032,993
40,835
66,554

258

1,140,640

62,438
350,324

59,879

705
14,110
488
1,079,216
9,294

1,676,454

2,717,094

200,000

1,923,706
(964,044)

1,036,150

2,195,812



As at 31 March 2011

LIABILITIES

Non-current liabilities
Long-term borrowings
Deferred income tax liabilities

Total non-current liabilities

Current liabilities

Trade and other payables

Short-term bank borrowings

Current portion of long-term
borrowings

Amount due to a related
company

Current income tax liabilities

Total current liabilities

Total liabilities

Total equity and liabilities
Net current assets

Total assets less current
liabilities
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The financial statements on pages 73 to 175 were
approved by the Board of Directors on 29 June 2011 and

were signed on its behalf.

Leung Kai Kuen

RERE

Chairman

FRE

The notes on pages 82 to 175 are an integral part of these
consolidated financial statements.

31 March 2011
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24 14,286
19 434
14,720

26 196,250
25 102,505
24 14,286
36(b) -
42,211

355,252

369,972

4,170,383

2,020,798

3,815,131
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521,282
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2,223,445
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ASSETS
Non-current assets
Interests in subsidiaries

Current assets

Amount due from a shareholder

Other receivables
Cash and cash equivalents

Total current assets

Total assets

EQUITY

Equity attributable to
owners of the parent

Share capital

Share premium

Retained earnings
/(accumulated losses)

Total equity

LIABILITIES

Current liabilities

Other payables

Amounts due to subsidiaries
Total current liabilities

Total liabilities

Total equity and liabilities

Net current assets
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The financial statements on pages 73 to 175 were
approved by the Board of Directors on 29 June 2011 and

were signed on its behalf.

Leung Kai Kuen

R

Chairman

S

The notes on pages 82 to 175 are an integral part of these
consolidated financial statements.

As at 31 March 2011

31 March 2011
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Note HK$’ 000
et FET
29 2,073,580
36(b) -
991

23 1,123,307
1,124,298

3,197,878

27 245,928
28 2,940,531
28 2,047
3,188,506

8,740

29 632
9,372

9,372

3,197,878

1,114,926

3,188,506
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31 March 2010
—E-FF
=A=+—8H
HK$’ 000
FHET

1,199,366

14,110
390
964,585
979,085

2,178,451

200,000
1,923,706

(9,014)

2,114,692

61,936
1,823

63,759
63,759
2,178,451
915,326

2,114,692

FBEEFITCENPHEREANR_-_F——F <A
“THhERE=SHE YA NINESTKRRRTF

Leung Tat Piu
RERE
Director

EFE
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FOR THE YEAR ENDED 31 MARCH 2011

Revenue

Cost of sales

Gross profit

Other income

Other gains/(losses), net
Administrative expenses

Selling expenses

Operating profit
Finance income

Finance costs

Profit before income tax

Income tax expense

Profit for the year attributable

to the owners of the parent
Basic and diluted earnings
per share for profit attributable

to the owners of the parent

Dividends

HE-_T——F=A=+—HIEE

EH

H A

Hiplas, (518) #H
TR

HERMX

SRV
BMEKA
BB KA

BR P 15 %54 A1 71
CIRER A3

BREEAEA
& 15 4F E 7 7B

BRAEE ARMA
BREAR
BERN

The notes on pages 82 to 175 are an integral part of these

consolidated financial statements.

Note
ior3

© © o« =~

10
10

11

14

11

D
S %
i
@

2011
—E——F
HK$’000
THET
2,126,487
(1,369,731)

756,756
5,852
17,587

(155,829)

(70,811)

553,555
8,818
(7,469)

554,904

(88,014)

466,890

HK$0.21 & T

2EEF1T5EMKE T BRA

2010
—E-FF

HK$’ 000
TAET

1,422,556
(909,549)

513,007

3,716
(4,044)
(119,197)
(43,743)

349,739
1,147

(13,102)

337,784

(46,445)

291,339

HK$0.19 /& 7T

iRE M5



Profit for the year

FOR THE YEAR ENDED 31 MARCH 2011

Other comprehensive income

Exchange translation
differences

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

mEETHWER
BHE_T——F=A=1+—HLEFE
2011 2010
—E——F —E-ZF
HK$’ 000 HK$’ 000
FERT FAT
FE R 466,890 291,339
Hbh2HE e
fE W =% 74,956 8,893
Other comprehensive income KB FHIBRNFE
for the year, net of tax Hib2malkas 74,956 8,893
Total comprehensive income for &R RIHAE A
the year attributable to FEHEBWE
the owners of the parent 541,846 300,232

consolidated financial statements.

The notes on pages 82 to 175 are an integral part of these
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2011 BEZE_—_Z——F=ZA=+—HLFE

Share Share Capital Statutory Exchange Retained
capital premium reserve reserve reserve earnings Total
kx R#yaE ERfiR EERE B REEHN @t

(Note 27) (Note 28) (Note 28) (Note 28) (Note 28)

(Hz2r) (H228) (H228) (H228) (#3226)

HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$'000
TEx TEn Thn TEx TEL TEL T

Balance as at 1 April 2009 R-SENEMA-ANEH - = (2.274) 50,000 61,570 624,348 733,644
Profit for the year EERE - - - - = 291,339 291,339
Other comprehensive income: Ef2ENE:

Currency translation differences EMEREE = = = = 8,893 = 8,893
Total comprehensive income HEZE-SE-f=1-H

for the year ended EEREYE

31 March 2010 - - - - 8,893 291,339 300,232
Allotment of shares pursuant RESERERHU

to the reorganisation in E N

preparation for the listing

on the Stock Exchange 1 967,943 - - - - 967,944
Allotment of shares for RERHAER

settlement of shareholder's REER

loan - 100,000 - - - - 100,000
Shares issued pursuant o RE2REEADARND

the global offering of the e &k

Company's shares 50,000 1,100,000 - - - - 1,150,000
Shares issued under the BXLETETE

capitalisation issue Bk 149,999 (149,999) = = = = -
Share issuance costs EERRIMRA

incurred in prior year EORA - (4784) 4784 - - - -
Share issuance costs AEERAMRN

incurred in current year HARE - (89,454) - - = = (89.454)
Capital reserve arising from SEEAELENATRE

group reorganisation - - (966,554) - - - (966,554)
Balance as at 31 March 2010 R-2-B5Zf=+-A

e 200,000 1,923,706 (964,044) 50,000 70,463 915,687 2,195,812
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Balance as at 1 April 2010

Profit for the year
Qther comprehensive income:

Currency translation differences

Total comprehensive income
for the year ended 31 March 2011
Shares issued pursuant to the
exercise of over-allotment option
(Note 27 (b))
Issuance of new shares
(Note 27 (b)(ii))
Share issuance costs incurred
in current year

Transfer to statutory reserve

Balance as at 31 March 2011

FOR THE YEAR ENDED 31 MARCH 2011

Share
capital
e
(Note 27)
(Ki2r)
HK$' 000
Tén
R=Z-25MA-A
fsh 200,000
ERFE -
At 2EWE
ERERZR -
HEZE——£=A=1-H
FE2ELNE -
R RERREND
Eovd U
R0 9,300
Bfki
(Rsk27(b)(i) 36,628
AEERRBBRAZIRE
ERZETRE -
RZB--%Zf=1-A
ifg3 245,928

Share
premium
Rt &E
(Note 28)
(Hit28)
HK$' 000

Tén

1,923,706

204,600

842,432

(30,207)

2,940,531

The notes on pages 82 to 175 are an integral part of these

consolidated financial statements.

Capital Statutory
reserve reserve
ERGE ERRE
(Note 28) (Note 28)
(hi28) (hi28)
HK$' 000 HK$' 000
TR TR
(964,044) 50,000
- 46,487
(964,044) 96,487

Exchange
reserve
EXRE
(Note 28)
(Ht28)
HK$' 000
Tén

70,463

74,956

74,956

145,419

Retained
earnings

RERA

HKS'000
TEL

915,687
466,890

466,890

(46,487)

1,336,090

FNF2AEFITSAMME B AL S

£~ 25 -

BE-Z——F=A=+—HILFE

Total
@it

HKS' 000
TR

2,195,812

466,890

74,956

541,846

213,900

879,060

(30,207)

3,800,411

R 75



FOR THE YEAR ENDED 31 MARCH 2011 BIZ=—ZT——F=A=+—HIEFE

2011 2010
—E-—-F —E-FF
Note HK$’ 000 HK$’ 000
i3 TET FET
Cash flows from operating activites REKLEZHNEERE
Cash generated from operations REMEANES 30 294,844 340,964
Interest paid BAFIE (10) (779)
Income tax paid ERATET (67,923) (36,892)
Income tax refunded REMER - 13
Net cash generated from RERBMEED
operating activities Re&FE 226,911 303,306
Cash flows from investing activities REREZHNERERE
Proceeds from disposal of property,  HEWE « BE L&EE
plant and equipment TS 3R 30 2,473 2,139
Purchase of property, WEME - BER&H
plant and equipment (204,114) (312,303)
Purchase of land use rights BE L ih(F AR (30,237) (20,635)
Prepayments for purchase of property WEY% - M= KR
plant and equipment B HIA (305,249) (89,747)
Prepayments for acquisition of WENE R HE
trademark and distribution BN FRIE
network 34(a) (145,800) -
Interest received B WF B 8,818 183

Net cash used in investing
activities REZDFMARESFE (674,109) (420,363)



Cash flows from financing activities
Proceeds from new bank borrowings
Repayments of bank borrowings
Interest paid on bank borrowings
Proceeds from issuance of
ordinary shares pursuant to
the global offering of the
Company’s shares
Proceeds from issuance of
ordinary shares pursuant to
the exercise of over-allotment
option
Proceeds from issuance
of new shares
Payments for share issuance costs
Decrease/(increase) in restricted
bank deposits

Net cash generated from
financing activities

Net increase in cash and
cash equivalents

Cash and cash equivalents,
net of bank overdrafts at
the beginning of the year

Exchange difference on
cash and cash equivalents

Cash and cash equivalents,
net of bank overdrafts at
the end of the year

FOR THE YEAR ENDED 31 MARCH 2011

REMEZDNRERE
MERITEEMBRE
BERTEER
ERRITEENS
REBEZHBEERRA KD
BT EBRBABRE

AT BB REM

17
BITEBRBASRE

BITH A
Fir {5 500R

XA BAD B ATROA
RRBIRTFERRL /(3 0)

BREBBAELN
ReFE

RERBEEED

18 0% 88
FMMBRITEIR K
ReNREFEY

ReMREFENN
bE 5 =R

FERABBITESARN
RERREEEY

The notes on pages 82 to 175 are an integral part of these

consolidated financial statements.

Note
k3

27

27

23

H
©

BE-Z——F=A=+—HILFE

2011 2010
S —2-%F
HK$’ 000 HK$’ 000
TAER FHT

- 151,815
(146,172) (97,273)
(7,459) (11,360)

- 1,150,000

213,900 -
879,060 -
(81,403) (49,446)
9,510 (9,294)
867,436 1,134,442
420,238 1,017,385
1,067,985 50,348
4,294 252
1,492,517 1,067,985

2EREFITSEMNMEDBR AL R M BH TR



Fook Woo Group Holdings Limited (the “Company”)
was incorporated and registered as an exempted
company with limited liability in the Cayman Islands
on 11 November 2009 under the Companies Law,
Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands. The Company is an
investment holding company and is listed on The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The registered address of the Company
is Clifton House, 75 Fort Street, PO Box 1350, Grand
Cayman, KY1-1108, Cayman Islands.

The Company and its subsidiaries are collectively
referred to as the “Group”. The subsidiaries of the
Group are principally engaged in the trading and
manufacturing of tissue paper products and recycled
greyboard, trading of recovered paper and provision

of confidential materials destruction services.

These consolidated financial statements are
presented in thousands of units of Hong Kong dollars
(HK$'000), unless otherwise stated. These financial
statements have been approved for issue by the
Board of Directors on 29 June 2011.

BMEBREZERERAA(ARARADR-_ZE
NE+—A+—BRBERAEHERRIEE22
& (—AAR—FE3MRED - KiGEE RERE
FeHEaMR I ELAERRARAF -
RRBTD—RREZERRR  £EEBBE R
ZRAERQTE ([BEZFT]) £ o AR A FEM
#i 41k & Clifton House, 75 Fort Street, PO Box
1350, Grand Cayman, KY1-1108, Cayman

Islands °
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The consolidated financial statements of the
Group have been prepared in accordance with
International Financial Reporting Standards
(“IFRS”) and the disclosure requirements
of Appendix 16 of the Rules Governing the
Listing of Securities on the Stock Exchange
(the “Listing Rules”). The consolidated financial
statements have been prepared under the

historical cost convention.

The preparation of the consolidated financial
statements in conformity with IFRS requires the
use of certain critical accounting estimates.
It also requires management to exercise its
judgement in the process of applying the
Group’s accounting policies.

(a) Amended standards adopted by the
Group
The following amendments to standards
are mandatory and relevant to the Group
for the financial year beginning 1 April
2010:

IFRSs (Amendment) Improvements to IFRSs

2009
IFRS 3 (Revised) Business Combinations
International Accounting Impairment of Assets

Standard
(“IAS”) 36 (Amendment)

The application of the above amendments
to standards did not result in substantial
changes to the Group’s accounting
policies nor any impact on the Group’s
results and financial position.

AEERA SRR NRER B
I J% B 22 T 28 5 T AR ([ £ AR A1)
o6z BEEREL  HARBRE
2 IE S0 LA A A B

REEBRTBREERN - 2EE M
BHwK - RIELE TR S G - BE
BMARERASE ST HRRKEELH
B o

(a) EEBITRAHENSETER
TEFER R ER 2B =
TEFEMA-BEZUBFERGE
TEERAKEER :

BREEEEEN —STAFERYE
(B3T) WA 2 Bt
B EEERD  EBEH
F3% (FELT)
GillS e il
(TRt ER])
£365% (B3])

?
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(b) New standards, amendments and
interpretations have been issued
but are not effective and have not
been early adopted by the Group
The following new standards, amendments
and interpretations to existing standards
have been issued but are not effective for
the financial year beginning 1 April 2010
and have not been early adopted by the

Group:

IFRSs (Amendments)

IAS 1 (Amendment)®

IAS 12 (Amendment)®?

IAS 19 (Amendment)®

IAS 24 (Revised)

IAS 270

IAS 280

IFRS 1 (Amendment)"

IFRS 1 (Amendment)®@

IFRS 7 (Amendment)®?

IFRS 9

IFRS 106!

IFRS 116

IFRS 126

Improvements to IFRSs 2010

Presentation of Financial
Statements

Deferred Tax: Recovery of
Underlying Assets

Employee Benefits

Related Party Disclosures

Separate Financial
Statements

Investments in Associates
and Joint Ventures

Limited Exemption from
Comparative IFRS 7
Disclosures for First-time
Adopters

Severe Hyperinflation and
Removal of Fixed Dates
for First-time adopters

Disclosures - Transfers of
Financial Assets

Financial Instruments

Consolidated Financial
Statements
Joint Arrangements

Disclosure of Interests in
Other Entities

(b) B A8 5 7K £ X 7] A< 55 B T K 18
PERARIIETER - 15T R 2B

AT TR - BAERBER &
REEREM  ER T —TFH
A—BRENFBRFEERARER M

AREBEL REFRA

B HREEA “E-TEERYH
CHI FEEANEF]
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(b) New standards, amendments and
interpretations have been issued
but are not effective and have not
been early adopted by the Group

(Continued)

IFRS 13 Fair Value Measurement
IFRIC - 14 Prepayments of a Minimum
(Amendment)®" Funding Requirement

IFRIC - 191 Extinguishing Financial

Liabilities with Equity
Instruments

L Effective for the Group for annual
periods beginning on or after 1 April
2011

2 Effective for the Group for annual
periods beginning on or after 1 April
2012

g Effective for the Group for annual
periods beginning on or after 1 April
2013

The Group is in the process of assessing
the impact of these standards,
amendments and interpretations to existing
standards and does not expect there will
be a material impact on the consolidated
financial statements of the Group.

Subsidiaries are all entities (including special
purpose entities) over which the Group has the
power to govern the financial and operating
policies generally accompanying a shareholding
of more than one half of the voting rights. The
existence and effect of potential voting rights
that are currently exercisable or convertible are
considered when assessing whether the Group
controls another entity.

(b) £ 1718 jof K 4 3% 7 2 5% B 5 K
WERIRAAIFETER ~ 15T R 2 FE
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Subsidiaries are fully consolidated from the date
on which control is transferred to the Group.
They are deconsolidated from the date that

control ceases.

The Group uses the acquisition method
of accounting to account for business
combinations. The consideration transferred
for the acquisition of a subsidiary is the fair
values of the assets transferred, the liabilities
incurred and the equity interests issued by the
Group. The consideration transferred includes
the fair value of any asset or liability resulting
from a contingent consideration arrangement.
Acquisition-related costs are expensed as
incurred. ldentifiable assets acquired and
liabilities and contingent liabilities assumed in
a business combination are measured initially
at their fair values at the acquisition date. On
an acquisition-by-acquisition basis, the Group
recognises any non-controlling interest in the
acquiree either at fair value or at the non-
controlling interest’s proportionate share of the

acquiree’s net assets.

The excess of the consideration transferred,
the amount of any non-controlling interest in
the acquiree and the acquisition-date fair value
of any previous equity interest in the acquiree
over the fair value of the identifiable net assets
acquired is recorded as goodwill. If this is
less than the fair value of the net assets of the
subsidiary acquired in the case of a bargain
purchase, the difference is recognised directly
in the consolidated statement of comprehensive

income.

MEBARERHEEREARE 2 A
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Inter-company transactions, balances and
unrealised gains on transactions between group
companies are eliminated. Unrealised losses

are also eliminated.

In the Company’'s balance sheet, the
investments in subsidiaries are stated at cost
less provision for impairment (Note 2.7). Cost
is adjusted to reflect changes in consideration
arising from contingent consideration
amendments. Cost also includes direct
attributable costs of investment. The results of
subsidiaries are accounted by the Company on

the basis of dividend received and receivable.

Operating segments are reported in a manner
consistent with the internal reporting provided
to the chief operating decision-maker. The chief
operating decision-maker, who is responsible
for allocating resources and assessing
performance of the operating segments, has
been identified as the Board of Directors of the

Company that makes strategic decisions.
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(a)

(b)

Functional and presentation currency
ltems included in the 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 (“HK$”), which is the Company’s
functional currency and the Group’s

presentation currency.

Transactions and balances

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

statement.

Foreign exchange gains and losses
that relate to borrowings and cash and
cash equivalents are presented in the
consolidated income statement within
“finance income or costs”. All other foreign
exchange gains and losses are presented
in the consolidated income statement

within “other gains/(losses) — net”.

(a)

(b)
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REAKAEESRANPTHERERA
MIER - AR AR EEMAENE
REBEBRIBNERE ([ThEEEHE ) &t
B - RAEMBMRARQBNINE
EMRASENZNERET (B
DRI

X BHEH

INERXZERFEBNERBER
NEEER - HEZERHELNE
RBEBELMSINETENEREE
MEENFREXGEELNERL

BEEARSIERRER -

FREENRE KR EEYHE
ABEFAGRABRERIBERA
SR | TR o BB ELAEE S BB R A
meBmk[HMkas (BE)-
FERIA -



(c) Group companies

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

(i) assets and liabilities for each balance
sheet presented are translated at
the closing rate at the date of that
balance sheet;

(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 rate on the dates of the
transactions); and

(iii) all resulting exchange differences are
recognised in other comprehensive
income.

On consolidation, exchange differences
arising from the translation of the
net investment in foreign operations,
and of borrowings are taken to other
comprehensive income. When a foreign
operation is partially disposed of or sold,
exchange differences that were recorded
in other comprehensive income are
recognised in the consolidated income
statement as part of the gain or loss on
sale.
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(d) Change in accounting policy in

respect of the functional currency of
the Company

In prior year, the directors have
determined the functional currency of
the Company to be Renminbi (“RMB”) by
applying the provisions of paragraph 9 of
IAS 21 “The Effects of Changes in Foreign
Exchange Rates” in isolation based on the
fact that its primary sources of revenues
are dividends which are derived from the
operation of its major subsidiary operating
in Mainland China, whose functional
currency is RMB. This was also the then
prevailing market practice.

However, during the year the directors
have revisited the accounting policy in
respect of the functional currency of
the Company and considered that in
determining the Company‘s functional
currency, it would be more appropriate to
consider the implication under paragraph
9 of IAS 21 together with the other factors
set out in paragraphs 10 — 12 of IAS 21.
Since the Company has no other business
activities except for investment holding,
the directors have determined Hong Kong
dollars to be the Company‘s functional
currency based on the circumstances
of the Company alone as it better
reflects the economic substance of the
Company and its business activities as an
investment holding company operating in
Hong Kong. This constitutes a voluntary
change in accounting policy which needs
to be applied retrospectively. Directors
believe that such change will result in
more reliable and relevant information
about the effects of transactions, financial
position, financial performance and cash
flows of the Company whose only activity
is investment holding and majority of its
transactions are denominated in Hong
Kong dollars.

(d)
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(d) Change in accounting policy in
respect of the functional currency of
the Company (Continued)

As the Company was only incorporated in
November 2009 and had minimal business
activity up to 31 March 2010 except for the
receipt of the proceeds (denominated in
Hong Kong dollars) arising from the initial
public offering of the Company‘s shares
in March 2010, the effect of this change in
functional currency is not material. Thus
this change in accounting policy in respect
of the functional currency of the Company
has not resulted in any material effect on
the Group‘s nor the Company‘s cash and
net asset value position, the Group’s and
the Company‘s shareholders’ funds, and
total equity, and the Company’s reserves
available for distribution calculated under
the Companies Law of the Cayman Islands
as previously reported and as such no
restated financial statements have been

presented.

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

acquisition of the items.
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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. The carrying
amount of the replaced part is derecognised. All
other repairs and maintenance are charged to
the consolidated income statement during the
financial period in which they are incurred.

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

Buildings 4.5%
Leasehold 20% or unexpired
improvements lease term, whichever
is shorter
Plant and machinery 7%-30%
Furniture, fixtures and
equipment 18%-30%
Motor vehicles 18%-30%

During the year, the directors have revised the
estimated useful lives of certain machineries
from 10 years to 15 years. Details are set out in
Note 5(a).

The asset’s residual values and useful lives are
reviewed, and adjusted if appropriate, at the

end of each reporting period.

All asset’s carrying amount is written down
immediately to its recoverable amount if the
asset’s carrying amount is greater than its
estimated recoverable amount (Note 2.7).
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Gains and losses on disposals are determined
by comparing the proceeds with the carrying
amount and are recognised in “other gains/
(losses)-net” in the consolidated income

statement.

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

equipment.

No depreciation is provided for construction in
progress. The carrying amount of construction
in progress is written down immediately to
its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable
amount (Note 2.7).

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

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

reporting date.

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

recognition.

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current assets,
except for maturities greater than 12 months
after the end of the reporting period. These are
classified as non-current assets. The Group’s
loans and receivables comprise “trade and bills
receivables”, “other receivables”, “amounts due
from related companies”, “amount due from a
shareholder”, “cash and cash equivalents” and
“restricted bank deposits” in the consolidated

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

method.

The Group assesses at the end of each
reporting period whether there is objective
evidence that a financial asset or group of
financial assets is impaired. A financial asset
or a group of financial assets is impaired and
impairment losses are incurred only if there is
objective evidence of impairment as a result
of one or more events that occurred after the
initial recognition of the asset (a ‘loss event’)
and that loss event (or events) has an impact on
the estimated future cash flows of the financial
asset or group of financial assets that can be

reliably estimated.

The criteria that the Group uses to determine
that there is objective evidence of an

impairment loss include:

. Significant financial difficulty of the debtor;

. A breach of control, such as a default or
delinquency in payments;

. It becomes probable that the debtor
will enter bankruptcy or other financial

reorganisation;
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The Group first assesses whether objective

evidence of impairment exists.

For loans and receivables category, the amount
of the loss is measured as the difference
between the asset’s carrying amount and the
present value of estimated future cash flows
(excluding future credit losses that have not
been incurred) discounted at the financial
asset’s original effective interest rate. The
carrying amount of the asset is reduced and
the amount of the loss is recognised in the

consolidated income statement.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease
can be related objectively to an event
occurring after the impairment was recognised
(such as an improvement in the debtor’s
credit rating), the reversal of the previously
recognised impairment loss is recognised in the

consolidated income statement.

Financial assets and liabilities are offset and the
net amount reported in the balance sheet when
there is a legally enforceable right to offset the
recognised amounts and there is an intention
to settle on a net basis or realise the asset and

settle the liability simultaneously.

AEBEEEFGERENEBRERRSF
E o

SER R EWFIEERME - BESE
EEZEENREERZEREENR
BERNEUHBANGEFRKRERED
RETERRAEENAREEER)
IR ERE - BERKREET AHIK - ME
B2ERGRBEAaRNHER -

MR REBRSERD - T
L 7 SR (15 2 0 4 (DU
BARERFREHRE) BB - A
KRR HAEBARBREGA AR
PR -

ERAERBANITRAKEMERSER
RERRRFEEEZESARAKRERE
ENGHEAGBR REERABTMU
B YRNEERBERAZHFRE -



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 comprises raw materials,
direct labour, other direct costs and related
production overheads (based on normal
operating capacity), and where appropriate,
subcontracting charges. It excludes borrowing
costs. Net realisable value is the estimated
selling price in the ordinary course of business,

less applicable variable selling expenses.

Trade receivables are amounts due from
customers in the ordinary course of business.
If collection of trade and other receivables is
expected in one year or less (or in the normal
operating cycle of the business if longer), they
are classified as current assets. If not, they are

presented as non-current assets.

Trade and other receivables are recognised
initially at fair value and subsequently measured
at amortised cost using the effective interest

method, less provision for impairment.

In the consolidated statement of cash flows,
cash and cash equivalents include cash in
hand, deposits held at call with banks, other
short term highly liquid investments with original
maturities of three months or less and bank
overdrafts. In the consolidated balance sheet,
bank overdrafts are shown within “short-term

borrowings” in current liabilities.
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Ordinary shares are classified as equity.
Incremental costs directly attributable to the
issue of new shares are shown in equity as a

deduction, net of tax, from the proceeds.

Trade payables are obligations to pay for
goods or services that have been acquired in
the ordinary course of business from suppliers.
Accounts payables are classified as current
liabilities if payment is due within one year or
less (or in the normal operating cycle of the
business if longer). If not, they are presented as

non-current liabilities.

Trade payables are recognised initially at
their fair values and subsequently measured
at amortised costs using the effective interest

method.

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings
are subsequently stated at amortised cost;
any difference between the proceeds (net of
transaction costs) and the redemption value
is recognised in the consolidated income
statement over the period of the borrowings

using the effective interest method.

Borrowings are classified as current liabilities
unless the Group has an unconditional right to
defer settlement of the liability for at least 12

months after the end of the reporting period.
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The tax expense for the year comprises current
and deferred tax. Tax is recognised in the
consolidated income statement, except to the
extent that it relates to items recognised in other
comprehensive income or directly in equity. In
this case, the tax is also recognised in other
comprehensive income or directly in equity,

respectively.

The current income tax charge is calculated
on the basis of the tax laws enacted or
substantively enacted at the balance sheet
date in the countries where the Company and
its subsidiaries operate and generate taxable
income. Management periodically evaluates
positions taken in tax returns with respect to
situations in which applicable tax regulation
is subject to interpretation. It establishes
provisions where appropriate on the basis
of amounts expected to be paid to the tax

authorities.

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

BRI A L BB MEER
B-RAREEREREMEEA NG AERE
SRR IABNRATEZEE MR
WA R AR 2 RIFEGELR

BERGERER -

BIHR SR IRAE B R AR A R EHK
BRAEE MEL BRI E KA
BEHREEARB IV EAE - EEETE
PHEEEABRBEIRATTREZBR
TEBEBRR RN YEBEBRT
UFEHRN TR HE 2 TR S EES
B -

BEMABZHEARGSWHHRKRAI
BENMAGEREEZCHZERER L
BEEERAR/BELEMSH - A - FRIT
IERKREER S (TEREEBEE) T
HEERBBZONHER MEXZHE
TEEEHBRAaNERBERE  AITE
R -BREMSHRIORESEEBRER
HREBEERM TEBEBZBELHMER
BEBERIELMSHAGKEEREY
HEBAZHE (RBE) MEE -



Deferred income tax assets are recognised
only to the extent that it is probable that future
taxable profit will be available against which the

temporary differences can be utilised.

Deferred income tax is provided on temporary
differences arising on investments in
subsidiaries, except for deferred income tax
liability where the timing of the reversal of the
temporary difference is controlled by the Group
and it is probable that the temporary difference

will not reverse in the foreseeable future.

Deferred income tax assets and liabilities are
offset when there is a legally enforceable right
to offset current tax assets against current tax
liabilities and when the deferred income taxes
assets and liabilities relate to income taxes
levied by the same taxation authority on either
the taxable entity or different taxable entities
where there is an intention to settle the balances

on a net basis.

(i) 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

balance sheet date.

Employee entitlements to sick leave and
maternity leave are not recognised until the

time of leave.
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(ii) Pension obligations

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

The contributions are recognised as
employee benefit expense when they are
due and are reduced by contributions
forfeited by those employees who leave
the scheme prior to vesting fully in the
contributions, where applicable. Prepaid
contributions are recognised as an
asset to the extent that a cash refund
or a reduction in the future payments is
available.

In addition, pursuant to the relevant
regulations of the PRC government, the
subsidiary in the PRC participates in a
local municipal government retirement
benefits scheme (the “Scheme”), whereby
the subsidiary in the PRC is required
to contribute a certain percentage of
the basic salaries of its employees to
the Scheme to fund their retirement
benefits. The local municipal government
undertakes to assume the retirement
benefits obligations of those employees of
the subsidiary in the PRC. Contributions
under the Scheme are charged to the
consolidated income statement as
incurred.
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(iii) Termination benefits
Termination benefits are payable when
employment is terminated by the Group
before the normal retirement date, or
whenever an employee accepts voluntary
redundancy in exchange for these benefits.
The Group recognises termination benefits
when it is demonstrably committed to a
termination when the entity has a detailed
formal plan to terminate the employment
of current employees without possibility of
withdrawal. In the case of an offer made
to encourage voluntary redundancy, the
termination benefits are measured based
on the number of employees expected to
accept the offer. Benefits falling due more
than 12 months after the end of the reporting

period are discounted to their present value.

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

estimated.

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

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

expense.

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

reliably.

A contingent liability is not recognised but
is disclosed in the notes to the consolidated
financial statements. When a change in the
probability of an outflow occurs so that an
outflow is probable, it will then be recognised as

a provision.

Revenue comprises the fair value of the
consideration received or receivable for the sale
of goods and services in the ordinary course of
the Group’s activities. Revenue is shown net of
value-added tax, returns, rebates and discounts

and after eliminating sales within the Group.
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The Group recognises revenue when the
amount of revenue can be reliably measured,
it is probable that future economic benefits
will flow to the entity and specific criteria have
been met for each of the Group’s activities as
described below. The amount of revenue is not
considered to be reliably measurable until all
contingencies relating to the sale have been
resolved. The Group bases its estimates on
historical results, taking into consideration the
type of customer, the type of transaction and the
specifics of each arrangement.

(a) Sales of goods

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

(b) Service income
Revenue is recognised when services are
rendered.

(c) Interest income
Interest income is recognised using the
effective interest method.

Leases in which a significant portion of the
risks and rewards of ownership are retained by
the lessor are classified as operating leases.
Payments made under operating leases (net
of any incentives received from the lessor),
including upfront payment made for leasehold
land and land use rights, are charged to the
consolidated income statement on a straight-
line basis over the period of the lease.
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Dividend distribution to the Company’s
shareholders is recognised as a liability in the
Group’s and Company’s financial statements in
the period in which the dividends are approved
by the Company’s shareholders.

In November 2010, the IFRS Interpretation Committee
(the “IFRIC”) confirmed its conclusion at its
meeting in September 2010 that a financial liability,
which contains a clause that gives the lender the
unconditional right to demand repayment at any
time, should be classified as a current liability in
accordance with IAS 1 — Presentation of financial
statements. The IFRIC’s conclusion provided
additional clarity on the application of IAS 1.
Accordingly, in order to comply with the requirement
of IAS 1, the Group has changed its accounting
policy on the classification for loan agreements that
contain a repayment on demand clause. Under the
new policy, term loans with clauses which give the
lender the unconditional right to call the loan at
any time are classified as current liabilities in the
balance sheet. Previously the Group (same as the
market practice in Hong Kong) has classified such
term loans in accordance with the agreed repayment
schedule unless the Group had breached any of the
loan covenants set out in the agreement as of the
reporting date or otherwise had reason to believe
that the lender would invoke its rights under the
immediate repayment clause within the foreseeable
future, as the unconditional right was considered to
be protective and the likelihood of it being exercised
was remote or would only be exercised in adverse
conditions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e B R I R

RETROSPECTIVE BALANCE
SHEET RECLASSIFICATION OF
TERM LOANS THAT CONTAIN A
REPAYMENT ON DEMAND CLAUSE
(Continued)

This new accounting policy has been applied
retrospectively with consequential reclassification
adjustments to the comparatives as at 31 March
2010. The reclassification has had no effect on
reported profit or loss, total comprehensive income or
equity for any of the periods presented. No additional
consolidated statement of financial position as at
1 April 2009 has been re-presented as none of the
Group’s borrowings as at that date contained a

repayment on demand clause.

The effects of the restatement on the Group’s
consolidated financial statements for the year ended
31 March 2010 are:

EHERREREERRNEHRE
RNEHNEERERIE(E)

et ENER  WH T -—FF=
A=+—BEOEBREFIEEEER D ERE -
iﬁ“ﬁiﬂﬁEEﬁEWﬁ%ﬁmaﬁﬁ

CREHANGIERELATYE BHREZZT
%hi@ﬂ—a$%lmﬁﬁﬁﬁéﬁﬁﬁi
EEMIER - B EBEINESZ BRSBTS
AR

BIHBE_E-ZTF=-_A=+—HILFEAR
SEGAMBHRENTZELT

At At At
31 March 31 March 1 April
2011 2010 2009
—E——-F RIT-ITF RITTNF
=B=+-8B =A=+—H MmA—H
HK$’ 000 HK$’ 000 HK$’ 000
THET FHETT THETT
Increase in current liabilities: RE) & &40
Borrowings BE 99,447 98,059 =
Decrease in non-current JEMEB B ERD
liabilities
Borrowings BE (99,447) (98,059) =
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The Group’s activities expose it to a variety
of financial risks: market risk (including
currency risk and interest rate risk), credit
risk and liquidity risk. The Group’s overall
risk management programme focuses on the
unpredictability of financial markets and seeks
to minimise potential adverse effects on the

Group’s financial performance.

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

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

liabilities denominated in other currencies.

The Group is subject to foreign currency
rate risk arising from future commercial
transactions and recognised assets and
liabilities which are denominated in a
currency other than HK$ or RMB, which
are the functional currencies of the major
operating companies within the Group. The
Group currently does not have a foreign

currency hedging policy.

Since HKS$ is pegged to USD, management
considers that there is no significant
foreign currency risk between these two

currencies to the Group.

AEBNEBEETRMBRERE  miHER
2 (BREE¥RRENXEAR)  EFERR
EnBEERAR - AEEHERBRRER
AEEEINERMSNTAELE Y=
SIEH AN EP BRI ELNBETNE

BRExERE -
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(a) Foreign currency risk (Continued)

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

currency rates.

For companies with HK$ as their
functional currency

As at 31 March 2011, if RMB had
weakened/strengthened by 5% against
HKD with all other variables held constant,
pre-tax profit for the year would have been
approximately HK$58,571,887 lower/higher
(2010: HK$36,297 lower/higher), mainly as
a result of the foreign exchange losses/
gains (2010: same) on translation of RMB
denominated cash and bank deposits
and trade and bills receivables. Profit is
more sensitive to the movement in RMB/
HKD exchange rates in 2011 than 2010
because of the increased amount of RMB

denominated cash and bank deposits.

(a) SMEEE ()

AR M T 2 B R A 5T o K
FHE A 2 SMNE & %) 2 38 81 R R -
AEETYERERSE  UEE
HOMERR -

LABATERNEEE ZAF

RZE——F=A=+—8" WA
REHBTREFE%  MAT
EHEMASEARBERTE FE
BR B A1 7 B 4% 9 Bl A48 hn 49
58,571,887 L (ZE —ZTF : |
L/ N36,2978TT) C T BR K
BARBES RIBITER  BHKEZ
55 BR 3 % FE W SR VR i E A 2 BB NS
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Ho-RZZT——FFNEHEARE,
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(a) Foreign currency risk (Continued)

For companies with RMB as their
functional currency

As at 31 March 2011, if HK$ had
weakened/strengthened by 5% against
RMB with all other variables held constant,
pre-tax profit for the year would have been
approximately HK$17,074,740 higher/
lower (2010: HK$56,574,000 lower/higher),
mainly as a result of the foreign exchange
gains/losses (2010: losses/gains) on
translation of HK$ denominated cash and
bank deposits, trade and bills receivables,
borrowings as well as the current accounts
with group companies. Opposite effect in
2011 as compared to 2010 is because the
amount of HK$ denominated amounts due
to group companies increased in a greater
proportion than cash and bank deposits.

As at 31 March 2011, if USD had
weakened/strengthened by 5% against
RMB with all other variables held constant,
pre-tax profit for the year would have been
approximately HK$7,145 lower/higher
(2010: HK$1,307,000 higher/lower), mainly
as a result of the foreign exchange losses/
gains (2010: gains/losses) on translation
of USD denominated cash and bank
deposits, trade and bills receivables and
borrowings.

The Group does not have a foreign
currency hedging policy. However,
management of the Group monitors foreign
exchange exposure and will consider
hedging significant foreign currency
exposure should the need arise.

(a) SMEEE ()

MIARBERIEEE 22T

RZE——F=ZA=+—8 " %
THRARMEEEF1E% M
EEMAUEBERAZHFTIE T
B B AT FE A8 2 BIE R A 49
17,074,740 L (ZE —ZF : {
b /184156,574,00087T) - TEH
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(b)

(c)

Credit risk

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

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

Liquidity risk

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

The table below analyses the Group’s
financial liabilities into relevant maturity
groupings based on the remaining period
from the balance sheet date to the
contractual maturity date. The amounts
disclosed in the table are the contractual
undiscounted cash flows (including
interest payments computed using
contractual rates or, if the contracting rates
are floating, based on rates at the balance
sheet date). Balances due within 12
months equal their carrying balances, as
the impact of discounting is not significant.

(b)

(c)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B MR M

4 FINANCIAL RISK MANAGEMENT 4 BERBERE(E)
(Continued)

4.1 Financial risk factors (Continued) 41 H¥RAKBREZE(E)
(c) Liquidity risk (Continued) (c) “HELERE(E)
(Restated)
(RE7)
Between Between
Less than 1and?2 2and 5
1 year years years Total
—FR —EWFA ZZELER a&t

HK$’000 HK$'000 HK$'000 HK$'000
TET THAT TET THAT

Group X558

At 31 March 2010 R-Z-ZE=HA=1+—H

Short-term bank borrowings, ~ EHIBTEE

including interest payable BEEMHE 240,781 = = 240,781
Long-term borrowings, REEE 2R
including the current portion  ENERE A K
and interest payable FERT 2 29,770 15,275 14,450 59,495
Trade and other payables ERNESEFREMEMNFIE 223,130 = = 223,130
Amount due to a related ERERERA
company HIE 27 = = 27
493,708 15,275 14,450 523,433
Company NN
Other payables H At fE < 518 61,936 = = 61,936
Amounts due to subsidiaries Rl EPNGIE 1,823 = = 1,823
63,750 - - 63,759

BNEEERAERAR s —T—FF% 111



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
iR B M SRR MY

4 FINANCIAL RISK MANAGEMENT 4

(Continued)

4.1 Financial risk factors (Continued)
(c) Liquidity risk (Continued)

BEERER(E)

41 MBEEBREE(E)

(c) FBESEE(F)

Between
Less than 1and 2
1 year years Total
-FR —-EZWER Bt
HK$’ 000 HK$’ 000 HK$’ 000
THT TER TER
Group X5E
At 31 March 2011 R-B--%=F=t+-H
Short-term bank borrowings, ~ EHIBITEE
including interest payable BEEMHE 127,627 - 127,627
Long-term borrowings, REEE B
including the current portion ~ ENER&E % K
and interest payable FERT 2 16,113 15,233 31,346
Trade and other payables EREBE SRR
H A TR 155,150 - 155,150
298,890 15,233 314,123
Company NG|
Other payables H {th fE (508 8,740 - 8,740
Amounts due to subsidiaries  FEfTHIBARFE 632 - 632
9,372 - 9,372
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(d) Interest rate risk

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

exposure to interest rate risk.

As at 31 March 2011, if the interest rate
on all borrowings had been 100 basis
points higher/lower with all other variables
held constant, pre-tax profit for the
year ended 31 March 2011 would have
been HK$1,310,765 lower/higher (2010:
HK$2,796,000 lower/higher), mainly as a
result of higher/lower interest expense on

borrowings with floating interest rates.

As at 31 March 2011, if interest rates on all
interest-bearing bank and cash deposits
had been 100 basis points higher/lower
with all other variables held constant, pre-
tax profit for the year ended 31 March
2011 would have been HK$14,934,447
higher/lower (2010: HK$10,878,000 higher/
lower), mainly as a result of higher/lower

interest income earned.

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

transactions.

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

structure to reduce the cost of capital.

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

reduce debt.

The Group monitors capital on the basis of
the gearing ratio. This ratio is calculated as
net debt divided by total capital. Net debt is
calculated as total borrowings (including current
and non-current borrowings as shown in the
consolidated balance sheet) less cash and cash
equivalents and restricted bank deposits. Total
capital is calculated as ‘equity’, as shown in the

consolidated balance sheet, plus net debt.

AEEBERRESERER - AKE
ZERERBBAREARBARE DR
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During the year, the Group’s strategy, which
was unchanged from prior year, was to maintain
gearing ratio below 40%. The gearing ratios as

RAEE  REB 2 FKEE (8% FE
B) BEERE B REFEIO%NAT -
R-_E——FR - E—ZTF=F=+—

at 31 March 2011 and 2010 were as follows: A BABEHERNT
2011 2010
—E——-F —T—TF
HK$’ 000 HK$’ 000
FHExT FHET
Total borrowings (Note 24 and 25) BEE (524 %25) 131,077 279,632
Less: Cash and cash equivalents, B RekRE
net of bank overdrafts ZLEY  MKRBTES
(Note 23) (FfF5E23) (1,492,517) (1,067,985)
Less: Restricted bank deposits W R EIRITF R
(Note 23) (Bt 5E23) - (9,294)
Net debt FEIR (1,361,440) (797,647)
Total equity BIRE T 3,800,411 2,195,812
Total capital AR 2,438,971 1,398,165
Gearing ratio BEARBFELE N/ATE H N/AT 35 FB

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

HRASEEREERBE (BREXRH
RITFR - REMREEFEY  BEES
R R EWRRE - HtEsoR - BNE
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Estimates and judgements are continually evaluated
and are based on historical experience and other
factors, including expectations of future events
that are believed to be reasonable under the
circumstances.

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

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

During the year, management carried out
an extensive review of the useful lives of the
Group’s production machineries and concluded
that it is appropriate to revise the estimated
useful lives of certain machineries from 10
years to 15 years. This change in accounting
estimate has been accounted for prospectively,
which resulted in a decrease in depreciation
charge for the year ended 31 March 2011 by
HK$15,519,000.

it R D HN B BRI E (R
B R EABER TR REROER)
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AREREREVEEACERGERER - FEE
AEREBHEERABZREEN MMEM K
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The Group reviews the carrying value of its
inventories to ensure that they are stated at
the lower of cost and net realisable value. In
assessing the net realisable value and making
appropriate provisions, management identifies,
using their judgement, inventories that are
slow moving or obsolete, and considers their
physical conditions, age, market conditions and

market price for similar items.

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

balance sheet date.

Significant judgement is exercised on the
assessment of the collectability of trade
receivables from each customer. In making
the judgement, management considers a wide
range of factors such as results of follow-up
procedures performed by sales personnel,
customer payment trends including subsequent
payments and customers’ financial positions.
If the financial conditions of the customers of
the Group were to deteriorate, resulting in an
impairment of their ability to make payments,
additional provision may be required.
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The Group is subject to income tax in numerous
jurisdictions. Significant judgement is required
in determining the worldwide provision for
income taxes. There are many transactions
and calculations for which the ultimate tax
determination is uncertain. The Group recognise
liabilities for anticipated tax audit issues based
on estimates of whether additional taxes will
be due. Where the final tax outcome of these
matters is different from the amounts that were
initially recorded, such differences will impact
the current and deferred income tax assets
and liabilities in the period in which such
determination is made. Details of contingent
liabilities in respect of the tax position of certain
subsidiaries of the Group are set out in Note 35.

Deferred income tax assets relating to certain
temporary differences and tax losses are
recognised when management considers
it probable that future taxable profit will
be available against which the temporary
differences or tax losses can be utilised. The
outcome of their actual utilisation may be
different.
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The Board of Directors of the Company, which is the
chief operating decision maker of the Group, reviews
the Group’s internal reporting in order to assess
performance and allocate resources. Management
has determined the operating segments based on
these reports. The Group is organised into four
business segments:

. Recovered paper — sales of recovered papers

. Tissue paper products — manufacturing and
sales of tissue paper products

. Recycled greyboard — manufacturing and sales
of recycled greyboard

. Confidential materials destruction service
(“CMDS”) - provision of confidential materials
destruction services

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

Revenue consists of sales of recovered papers,
tissue paper products and recycled greyboard
and provision of confidential materials destruction
services. The Group’s revenue consists of the
following:

ARAEEENAEENTIELERKE &
BASEARBRE  AFERREDEEIR °
ERERBEXSTHREETLENH - ARED
AE RSB

o B HE R
- HLERE-BEREELERAK

© BERRE-REREEBENRE

- BEMAERRS (THZ R ERR
1) — PR 2 M ) BE 1 AR A%

BEAKENERMREDAEE - FEME
SITIBHE Rt AREMEELERRE
EMEMHREG DI NEEPBEHRE - U
AR BAER D BLERRE

WABREREELD WA  £EBERBERR
A ARIRHET M EIE RS - ARBEHWK
ABFEATRE :

Year ended 31 March
BZE=BA=1+—HILLEE

2011 2010

—E——F —E-EF

HK$’ 000 HK$’ 000

FET F&T

Sales of recovered paper & O] U 4% 1,244,667 815,241

Sales of tissue paper products SHE G AR 831,618 575,577

Sales of recycled greyboard & B AE IR AR AR 45,938 27,776
Provision of confidential materials TR o MR B 18 R T

destruction services 4,264 3,962

2,126,487 1,422,556



The analysis of the Group’s revenue from external
customers attributed to the locations in which the

sales originated during the year consists of the

following:
Hong Kong 5
The PRC 3

Details of the customers accounting for 10% or more
of total revenue are as follows:

Customer A ZEHR

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

The total of non-current assets other than deferred
tax assets located in Hong Kong as of 31 March
2011 was HK$234,635,000 (2010: HK$192,285,000),
and the total of non-current assets located
in other countries as at 31 March 2011 was
HK$1,557,307,000 (2010: HK$948,097,000).

NEFR » AREBERAINEES AR E
FREMLE ST

Year ended 31 March
BE=A=1T—-HLEE

2011 2010
—F——F —T-FF
HK$’ 000 HK$’ 000
TR THET
538,416 399,088
1,588,071 1,023,468
2,126,487 1,422,556

HWRARTEI0% KA ENEPFHBOT ¢

Year ended 31 March
BE=A=1+t—HLEE

2011 2010
—2——F —T-ZF
HK$’ 000 HK$’ 000
FiET FHBTT
234,604 149,878

FRBEE (Tt MEEREEE) NiEE D
EMBARMENBERETE -

RZTE——FZA=Z+—H UREFBD
BRIRBDEE (T REEREBEEE) B
234,635,000/ 7L (= —Z 4 : 192,285,000
BrL) MR E——F=ZA=+—8 R
Hi Bl XK 42IE 8 & & /1,557,307,000%
JL(ZZ—Z4F : 948,097,000/ L) °



The segment results and other segment items

included in the profit for the year ended 31 March

2011 are as follows:

Revenue

Cost of sales

Segment gross profit
Unallocated operating costs

Finance income, net

Profit before income tax

Income tax expense

Profit for the year

LGN
HEMRAK

7 E R BB

RO BEEHA

BEMTFER

¥R P 15 % Al 7R

FBHRREX

FEME

Recovered

paper

(= g A%
HK$’ 000
TERT

1,244,667
(821,943)

422,724

NTHIBE_T——F=A=1T—RBILEFE
REBENNBERH D IWREREAM D A
B :

Tissue
paper  Recycled
products greyboard CMDS Group
BEMH

£ERE BERR HEERE riN- |
HK$'000  HK$'000 HK$'000  HKS$ 000
THER THERT FTER FEx
831,618 45,938 4,264 2,126,487
(506,772)  (38,342)  (2,674) (1,369,731)
324,846 7,596 1,590 756,756
(203,201)

1,349

554,904

(88,014)

466,890



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fRE SR M
6 SEGMENT INFORMATION 6 oWERE)
(Continued)
The segment results and other segment items NTHIBE-_T—ZEF=A=1T—RHBILEFE
included in the profit for the year ended 31 March KEBERF BRI EE K E Mo IIE
2010 are as follows: B
Tissue
Recovered paper  Recycled
paper  products greyboard CMDS Group
BEME
Eld  EERK  BERKR  HBRS NS
HK$' 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
THT THT FHT THT FHT
Revenue WA 815,241 575,577 271,776 3,962 1,422,556
Cost of sales HEKAK (550,235)  (329,030)  (28,354) (1,930)  (909,549)
Segment gross profit/(loss) S E8FIE / (B18) B 265,006 246,547 (578) 2,032 513,007
Unallocated operating costs 7k 7 fit &8 4k /K (163,268)
Finance costs, net AT (11,955)
Profit before income tax B P15 3% Al A1) 337,784
Income tax expense FriF B R x (46,445)
Profit for the year FEANE 291,339
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

IRE M EmERMEE

OTHER INCOME H A
2011 2010
—E——fF —ZE-TF
HK$’ 000 HK$’ 000
FHExT FET
Sales of scrapped materials SHERER 2,139 1,849
Sales of packaging materials HE MR 451 236
Service income PR 75 U A 383 454
Others HAth 2,879 1,177
5,852 3,716

OTHER GAINS/(LOSSES), NET

Hittas ~ (G8) B8

2011 2010

—E——F —T-ZF

HK$’ 000 HK$’ 000

FERT FHET

Foreign exchange gain/(loss), net  [& § & 1855 18,717 (4,878)

(Loss)/gain on disposals of LEWE - BER

property,plant and BN (E18) W

equipment, net HRE (2,155) 713

Others HAty 1,025 121

17,587 (4,044)

BNEEERERAR « —T—FF® 123



Expenses included in cost of sales, administrative

expenses and selling expenses are analysed as

follows:

Auditor’s remuneration

Amortisation of land use rights

(Note 18)

Provision for impairment of trade

receivables (Note 21)

Provision for impairment of deposits
and prepayments to suppliers

Direct write off of trade receivables

Direct write off of other receivables

Cost of inventories sold (Note 20)

Depreciation (Note 17)

Operating lease charges in respect

of land and buildings

Employee benefit expense

(Note 15)

Directors’ emoluments (Note 16)

Transportation costs
Donations

Handling charges

Expenses incurred in connection

with the global offering

Other expenses

Total cost of sales, administrative

expenses and selling expenses

1% 2K A B <

o 3h {5 PR 8
(MizE18)

FE W B 5 BR ZOR B &
(FFaE21)

RrfEEnRe REN
RIE BB E B E

EEMEENE SRR

BB 8 L B W R IE

EEFEKAR (M7F20)

e (ME17)

T REFHNEEHESR

EERAFAZ (ME15)

E=M<E (fE16)
8 B A AN

B

FEE
EREEMELENMAX

H X

RIHERA - TTRRAX
K E R X

STAHERA  (THRAS REERIMRAX S
Mo

Year ended 31 March
BE=A=1T—-HLEE

2011 2010
—E——F —E-FF
HK$’ 000 HK$’ 000
FHET FET
3,669 1,694
1,222 532
4,659 1,906
500 =
709 =
1,000 =
1,220,359 813,327
86,256 54,637
=i
10,156 5,925
79,660 58,276
8,024 3,173
74,536 55,994
5,351 2,713
914 832
- 7,819
99,356 65,661
1,596,371 1,072,489



10 FINANCE INCOME AND COSTS

11

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ARE MBS ERR M T

10 BMEWAR KA

2011 2010
o e
HK$’ 000 HK$’ 000
FERT FAT
Finance income BME WA 8,818 1,147
Finance costs & AR
Interest expenses on bank RITEEMNSRE
borrowings (7,185) (11,360)
Others Hh (284) (1,742)
(7,469) (13,102)
INCOME TAX EXPENSE 11 FIEHBEE X
Year ended 31 March
BE=ZA=+-BLFE
2011 2010
—E2——-F —ZT-TF
HK$’ 000 HK$’ 000
THER FAT
Current income tax BV EA P15 %%
- Hong Kong profits tax —BBNEB 9 1,244
— PRC corporate income tax — B EMER 90,062 45,087
Under/(over) provisions BAFEBEIR
in prior years (HBEERE) 2 (26)
90,073 46,305
Deferred tax EAET IR
Origination and reversal of TRERNESRED
temporary differences (2,059) 140
(2,059) 140
Income tax expense TS X 88,014 46,445
BMEBZERAER AR ¢« — T ——FF3k
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Hong Kong profits tax has been provided at the rate
of 16.5% on the estimated assessable profit for the
year ended 31 March 2011 (2010: same).

Huizhou Fook Woo Paper Company Limited
(“FWHZ"), a subsidiary of the Group operating in
the PRC, is eligible for a 50% reduction in corporate
income tax rate from 1 January 2009 to 31 December
2010.

The applicable corporate income tax rate for FWHZ
was 25% (2010: 12.5%) starting from 1 January 2011.

The income tax on the Group’s profit before income
tax differs from the theoretical amount that would
arise using the applicable tax rate of the home
countries of the group entities is as follows:

BHE_ZT——F=HA=+—BLLFE  FHH
SHIAE ST RERTBL A IR 16.5% M B R & (—

T—FF : HRA) o

AEENPEHEENBLAREMNEBMEXER
ARTEMNBND R -_ZEZNF-A—BE_
E-ZEFT_A=T-HARERERBEEMB

BiBE IR ©

BE-T——F— A—H# ZMNEMEHHD
EFEMMEA25% (ZE—ZTF : 12.5%) ©

AEBIZRAEHAIN B PSR - Hik
RABENAEEZ AR MBERMERK X
FRERHMERBE CHNEREMNT

Profit before income tax

Tax calculated at tax rates
applicable to profits in the
respective countries

Tax effects of:

Effect of preferential tax rates

Income not subject to tax

Expenses not deductible for
tax purposes

Tax losses for which no
deferred income tax
asset was recognised

Under/(over) provisions
in prior years

Income tax expense

The weighted average applicable tax rate was 25%

(2010: 25%).

2011
—E——F
HK$’000
THEx
B P45 250 AT A 554,904
REBRMENEBHE
FTEMTIE
138,673
RTEENHBELE
BEMENTE (51,524)
BARTWA (2,305)
TR A X
3,032
I EERELEFEREE
BB IR 18
136
BAFEBETZR
(FRRERE) 2
FTiEfi 88,014

2010
—E-FF
HK$’ 000
FET

337,784

84,740

(45,087)
(657)

7,475

(26)

46,445

DIRE Y9 AR R A25% (ZFE—FF 1 25%) o
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13

14

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PROFIT ATTRIBUTABLE TO
THE EQUITY HOLDERS OF THE
COMPANY

The profit attributable to equity holders of the
Company is dealt with in the financial statements of
the Company to the extent of HK$11,061,000 (2010:
loss of HK$9,014,000).

DIVIDENDS

No dividend has been paid or declared by the
Company during the year (2010: Nil).

BASIC AND DILUTED EARNINGS
PER SHARE

Basic earnings per share is calculated by dividing
the profit for the year attributable to the owners of the
parent by the weighted average number of ordinary

shares in issue during the year.

The comparative amount in the consolidated financial
statements was determined on the assumption that
the 1,500,000,000 shares with par value of HK$0.01
each issued upon the capitalisation issue and
reorganisation in prior year had been in issue prior to

the incorporation of the Company.

12

13

14

ARE MBS ERR M T

AR EBEEABGTE

RARBHBHRATIRARBRERE AR
EFER11,061,0008 T (ZE—FF : A
9,014,000 7T) °

@S

ARBRFALBRNKXEREAMEE (=ZF
—TFE) -

BREXRBERT

SREARTITIAAEE SR ARS AR
R A4 B BT B AR 2 M 9 BR BT
%-O

RAVBREINOEBEEDRINE R HE
17 % E # 1& ¥ 17 #91,500,000,0000% & A% H &
0.01B TR ER AR B EM AL AT E T M

BE -

BMEEZERERAT « —T——FFH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
iR B M SRR MY

14 BASIC AND DILUTED EARNINGS

15

128

PER SHARE (Continued)

14 BREXRBERF (E)

Year ended 31 March
BE=A=1+—HLLEE

2011 2010
— —ET-TF
HK$’ 000 HK$’ 000
THERT FHET
Profit attributable to owners [SYNCIE PPN opikl
of the parent 466,890 291,339
Weighted average number of BETEBR
ordinary shares in issue il BTl
(thousand shares) (F8) 2,247,252 1,501,370
HK$0.217& 7t HK$0.1978 7T

Diluted earnings per share are equal to basic

earnings per share as there were no potential dilutive

ordinary shares outstanding during the year (2010:

same).

EMPLOYEE BENEFIT EXPENSE,
EXCLUDING DIRECTORS’

HRAFREY\RECHSERR WEREE
AMBSNEREARBN (ZF—FF : A) -

15 RERARAX (TERESEHE)

EMOLUMENTS
2011 2010
—_E——fF —E—FF
HK$’000 HK$’ 000
FET FAT
Wages and salaries TENFH® 59,890 46,815
Retirement schemes contributions B {RET 24t 7% 1,925 1,743
Social security costs 2R AS 10,979 5,849
Other allowances and benefits H e & Ag Al 6,866 3,869
79,660 58,276
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
KRB R R AR M

16 EMOLUMENTS FOR DIRECTORS 16 EEME R ABEEHF AL

AND FIVE HIGHEST PAID
INDIVIDUALS

(a) Directors’ emoluments
The aggregate amounts of emoluments paid
by the Group to the directors of the Company

during the year are as follows:

(a)

E=ME

ARERAEENTFARAREZTNEMNE

LI

2011 2010

—E2——-F —T-ZF

HK$’000 HK$’ 000

FER FHET

Fees ik 751 -
Salaries, allowances and Fe RUREDAR

benefits in kind 6,999 3,011

Discretionary bonus BB TEAL - 58

Retirement schemes RIKE &K
contributions 274 104
8,024 3,173

BINEEZERAERAR @ T ——FF{
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e B R I R

16 EMOLUMENTS FOR DIRECTORS 16 EEMERAEBESHF AL (E)

AND FIVE HIGHEST PAID
INDIVIDUALS (Continued)

(a)

Directors’ emoluments (Continued) (a) EEME (H)
The emoluments of each director of the REERARAEESHMEOT :

Company during the year are as follows:

For the year ended 31 March 2011
BE-Z--5=ZA=t+-BLEE
Salaries,

allowances Retirement

and benefits schemes
Fees in kind  contributions Total
Fa2H RIK
e REWANE sHEIE CEl
HK$’ 000 HK$’ 000 HK$’000 HK$’ 000
TER TER TER TER
Executive directors: HWTES:
Mr. Leung Kai Kuen RREEAE - 4,513 238 4,751
Mr. Leung Tat Piu RERTHE - 1,008 12 1,020
Mr. Cheng Chun Keung, Thomas iR LA - 1,100 12 1,112
Non-executive directors: FHITES
Ms. Cheung Nga Lai, Carol REBZLT - 378 12 390
Mr. Cheng Chi Ming, Brian HEALE 45 - - 45
Mr. Pei Cheng Ming, Michael BRLE 45 - - 45
Independent non-executive directors: B FHITEE :
Mr. Chung Wai Kwok, Jimmy EERLE 190 - - 190
Mr. Cheng Yu Hong BFmrk 51 - - 51
Mr. Chan Kong BRI 5 A 190 - - 190
Mr. Lee Kwok Chung FEABLE 140 - - 140
Mr. Lau Shun Chuen 2R L £ 90 - - 20
751 6,999 274 8,024
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B MR M

16 EMOLUMENTS FOR DIRECTORS 16 EEMERAEBESHF AL (E)
AND FIVE HIGHEST PAID
INDIVIDUALS (Continued)

(a) Directors’ emoluments (Continued) (a) EEME (H)
The emoluments of each director of the REERARAEESHMEOT :

Company during the year are as follows:

For the year ended 31 March 2010
HE-ZT-TE=-fA=1+-HIEFE

Salaries,
allowances Retirement
and benefits Discretionary schemes
Fees in kind bonus contributions Total
e 2R g/
wE RE®DNE  BBEL FEHR &t

HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000
TET TET TRT TET TRT

Executive directors: HITES:
Mr. Leung Kai Kuen REEEE = 1,450 = 73 1,523
Mr. Leung Tat Piu RERLAE = 480 40 12 532
Mr. Cheng Chun Keung, Thomas BiRoR L AE = 841 18 12 871
Non-executive director: FHMTESE
Ms. Cheung Nga Lai, Carol RIEBX L = 240 = 7 247
Independent non-executive directors: B IFHITESE :
Mr. Chung Wai Kwok, Jimmy EHRETF - - - - -
Mr. Cheng Yu Hong BFMiLsE - - - - -
Mr. Chan Kong BRI 5 A = = = = =
Mr. Lee Kwok Chung FEBLE - - - - -
- 3,011 58 104 3,173
During the year, no director received any FR - AEERERESS TS
emoluments from the Group as an inducement ERREREFEMBALXBAEAEE 2 8s -
to join or leave the Group or as compensation SIERBERME ZEFHMEREXRE
for loss of office. No director waived or has MEEABE -

agreed to waive any emoluments.

BRNRERRERAT « —T——55% 131
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RN T

16 EMOLUMENTS FOR DIRECTORS 16 EEMEREBESHF AL (E)

AND FIVE HIGHEST PAID
INDIVIDUALS (Continued)

(b) Five highest paid individuals
The five individuals whose emoluments were
highest in the Group during the year included
3 directors (2010: 2). Their emoluments are
reflected in the analysis presented above.
The emoluments payable to the remaining 2

individuals (2010: 3) during the year are as

(b) EBEEEHAL
FRN - AEBRUZSHALTDHEES
BEE(ZT—TF:28) ZFEEND
e B RIR EDITH o FRENER
T2RAT(ZZE—ZF : 35)HBem
T

follows:
2011 2010
—E——F —E—FF
HK$’ 000 HK$’ 000
FExT FHT
Salaries, allowances and o RMEREMH =
benefits in kind 1,401 4,728
Discretionary bonus [EER(EAN 663 48
Retirement schemes RIRET B3R
contributions 68 201
2,132 4,977

The emoluments fell within the following bands:

BERAME N FTIRE

Number of individuals

AE
2011 2010
—E——fF —ZET-ZF
HK$’ 000 HK$’ 000
FHET FET
HK$ Nil to HK$1,000,000 T # I £1,000,00058 7T - 1
HK$1,000,001 to HK$2,000,000 1,000,001 7T 2,000,000 7T 2 1
HK$2,000,001 to HK$3,000,000 2,000,001 7T Z3,000,0007% 7T - 1
2 3
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17 PROPERTY, PLANT AND

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B MR M

EQUIPMENT - GROUP

17 W% - BERZE-FH

Furniture,
Leasehold Plantand  fixtures and Motor  Construction
Buildings  improvements machinery ~ equipment vehicles in progress Total
s
BF HEXE BEREE RERGE & fEIR A
HKS$' 000 HKS' 000 HKS'000 HKS'000 HKS'000 HKS'000 HKS' 000
TETL TAL AL AL AL AL AL
At 1 April 2009 RZBENFNA-A
Cost A 126,249 7,769 303,157 10,642 31,279 172,048 651,344
Accumulated depreciation  Eif & (38,920) (6470)  (157,009) (8,008) (20439) - (230,846)
Net book amount SEFE 87,329 1,299 146,148 2,634 10,840 172,048 420,498
Yearended 31 March 2010  HBZE-Z-%f&
SAET-RLEER
Opening net book amount ~ EAIEREFE 87,329 1299 146,148 2,634 10,840 172,048 420,498
Additions E - 2 415,537 507 2,053 245,758 663,875
Transfers between categories  $BIF &5 206,140 - 122,802 = = (328,942) -
Disposals HE - - (891) - (535) - (1,426)
Depreciation ik (9.429) (429) (40,625) (723) (3431) - (54,637)
Exchange differences EiZR 991 = 1,642 19 74 1957 4,683
Closing net book amount BREAFE 285,031 890 644,613 2437 9,001 91,021 1,032,993
At 31 March 2010 R-2-ZF=8=1-H
Cost Bk 333,822 7789 836,134 11,192 32,582 91,021 1,312,540
Accumulated depreciation 3T E (48,791) (6,899) (191,521) (8,755) (23,581) - (279,547)
Net book amount REFE 285,031 890 644,613 2437 9,001 91,021 1,032,993
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Yearended 31 March 2011~ HE-E——F
ZA=t-HILEE

Opening net book amount ~ SIRAFE
Additions hE
Transfers between categories  E5IF&E &

Disposals e
Depreciation ik
Exchange differences EXZEH

Closing net book amount BREEFE
At 31 March 2011 R-F-——#=A=1-H
Cost B

Accumulated depreciation 23t &

Net book amount BHTE

Leasehold

Buildings  improvements

87
HK$ 000
TER

285,031

74,390
(3,045)

(16,831)
14,871

354,416

118,748
(64,332)

354,416

HEXE
HK§' 000
TEL

890

1,428

(491)

1,821

9,217

(7,390)

1,821

As of 31 March 2011, buildings with net book
value of approximately HK$138,964,000 (2010:
HK$147,975,000) were pledged as collateral for the
Group’s borrowings (Note 31). As of 31 March 2011,

no plant and machinery were pledged as collateral
for the Group’s borrowings (2010: HK$643,464,000)

(Note 31).

Furniture,

Plantand  fixtures and
machinery equipment
i
BEREE RERRR
HK$' 000 HK$' 000
TER TiEn
644,613 2437
11,114 2,168
114,686 -
(532) (8)
(63,443) (930)
25,708 64
832,146 3,731
1,092,549 13,535
(260,403) (9,804)
832,146 3,731
i

Motor

vehicles

nE
HK§ 000
TEL

9,001
15,503

(1,043)
(4,561)
20

19,120

16,373
(21,53)

19,120

Construction

in progress

ERIE
HK§ 000
TR

91,021
169,268
(189,076)

3,863

75,076

75,076

75,076

Total

t
HK$' 000
A7

1,032,993
299,481

(4,628)
(86,256)
44,72

1,286,316

1,655,498
(369,182)

1,286,316

——fZA=t+t—H KREFELY

138,964,000 TR F (ZZE —F F :
147,975,000 L) ER A K BB ENER @
(&3 - R=ZFE——F=A=+—H ' &
B kiR (ZZ —ZF : 643,464,000/ 7T)

REFRAEET

EREA R (M 5E31) -



17

18

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B MR M

PROPERTY, PLANT AND
EQUIPMENT - GROUP (Continued)

The buildings are located on the Group’s land use
rights in the PRC with lease of between 50 to 57

years.

Depreciation of the Group’s property, plant and
equipment has been charged to the consolidated

income statement as follows:

17 X -HBERRBE-EB(E)

RZEBTUNTE  NEEER LHERE -

TN F50E57F T % -

ERABa RN AKRENE - BE k&E
= .

2011 2010
—E——fF —E—FF
HK$’000 HK$’ 000
FET FAT
Cost of sales $HE R 75,978 40,812
Administrative expenses TEHX 10,278 13,825
86,256 54,637
LAND USE RIGHTS - GROUP 18 T FERAE-KE
The movements of land use rights are as follows: T RAENEERAT
2011 2010
—E——fF —E—FF
HK$’ 000 HK$’ 000
FExT FA&T
Opening net book amount B WIBR E (B 40,835 20,498
Additions during the year FARNE 30,237 20,635
Amortisation B 58 (1,222) (532)
Exchange differences E W =% 1,923 234
Closing net book amount B4R EBR T F (B 71,773 40,835

Amortisation of land use rights has been included in

administrative expenses.

T A SR AT ST
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
N R eSS

18 LAND USE RIGHTS - GROUP 18 TiEFAE-KBE (E)
(Continued)

The Group’s interests in land use rights represent AEEM T ERAERERRTENLCERS -
prepaid operating lease payments and their net book NHEEBeERmEEI>TOT

values are analysed as follows:

2011 2010
—E——F —ZT-ZF
HK$’ 000 HK$’ 000
FERT FHET
In the PRC, held on unexpired ERBIZATHEES
lease terms between RE R BN T
10 to 50 years 10E50F 15 41,880 40,835
In Hong Kong, held on unexpired  E&BENTHBEFHE
lease term of 36 years RIEm i EA B364F 29,893 =
71,773 40,835
As of 31 March 2011, land use rights with carrying RZE——F=H=+—HB EHEHY
values of approximately HK$41,880,000 (2010: 41,880,000/ 7t (= ZF —Z £ : 40,835,000/
HK$40,835,000) were pledged as collateral for the )R T RAELCEERARERBENEA
Group’s borrowings (Note 31). m (F15E31) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B MR M

19 DEFERRED INCOME TAX - GROUP 10 ELZEFrEBH —KH

2011 2010
S —F-T4
HK$’000 HK$’ 000
FET FAT
Deferred income tax assets: BEFSREE :
- to be realised after more —RE12{8 A& 21
than 12 months 2,391 258
— to be realised within 12 months —R128 A A& - =
2,391 258
Deferred tax liabilities: EEMESREE
— to be realised after more —R@E12E Ak ER
than 12 months (434) (360)
— to be realised within 12 months — 1218 A REIR - -
(434) (360)
Deferred income tax assets/ BEEFBHREE,(BE)FHE
(liabilities), net 1,957 (102)
The gross movement on the deferred income tax REFEREREZSHUT -
account is as follows:
2011 2010
—E——fF —E—FF
HK$’000 HK$’ 000
FExT FA&T
At 1 April HmA—A (102) 38
Recognised in the consolidated ERiREIEmAER
income statement (Note 11) (BRFEE11) 2,059 (140)
At 31 March R=A=+—8 1,957 (102)

BRNERZRARAR « —F——FFH




The movement in deferred income tax assets/
(liabilities) during the year, without taking into
consideration the offsetting of balances within the

same tax jurisdiction, is as follows:

At 1 April 2009 RZZFZNFMA—H
Credited/(charged) to the

consolidated income statement

At 31 March 2010
Credited to the consolidated FFAGEERR

income statement

At 31 March 2011

Deferred income tax asset are recognised for
tax losses carried forward to the extent that the
realisation of the related tax benefit through the future
taxable profits is profitable. As of 31 March 2011,
there were unrecognised tax losses of approximately
HK$19,759,000 (2010: HK$1,229,000) to be carried
forward to offset against future taxable profits. These

losses have no expiry terms.

Deferred income tax liabilities of HK$45,483,000
(2010: HK$27,222,000) have not been recognised
as of 31 March 2011 for the withholding tax and
other taxes that would be payable on the unremitted
earnings of a subsidiary. Unremitted earnings
totalled HK$1,437,622,000 at 31 March 2011 (2010:
HK$966,728,000).

A (B ReEER

RZE——F=A=+—H

BEEMBREE, (BB RFANED (T
RRBRBH DA R PR EER) T

Accelerated

tax
Tax losses depreciation Total
BEEE MEBRERE CEil
HK$’ 000 HK$’ 000 HK$’ 000
FHET FET FHET
421 (383) 38
(221) 81 (140)
200 (302) (102)
564 1,495 2,059
764 1,193 1,957

AR RS E R BB R R BRI A BEER
A A BT EEERARCMEHEE -
RZB——F=ZA=+—B KEIHBEE
819,759,000/ T (=2 —Z4F : 1,229,000/%
) ETEE REHERRERTENE - %%
BRI BHR -

RZT——F=A=+—8 TR —RWE
A RIHY AR EE 2 B E AN e TR B e E M B 18
HERIEEFTS 8 E45,483,0008 L (ZF —
TF :27,222,00087L) R=ZT——F=A
=+—RH  RELXRBHNE®1,437,622,000
BIL(ZE—ZF : 966,728,000% L) °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

20 INVENTORIES - GROUP

ARA TS ERR MR

20 FE-&H

As at 31 March

R=R=+—8H

2011 2010
—E——F —T-TF
HK$’ 000 HK$’ 000
THER T T
Raw materials, at cost JEREAR AR 52,714 39,844
Finished goods, at cost P &R AR 35,450 22,594
88,164 62,438

The cost of inventories recognised as an expense HE-_Z——F=ZA=+—HLEFE"

and included in “cost of sales” amounted to
HK$1,220,359,000 for the year ended 31 March 2011

(2010: HK$813,327,000).

813,327,000/ 7T) °

MARMAXLFATHEKRA]WFEK
K 71,220,359,0008 T (Z T —F F -

21 TRADE AND BILLS RECEIVABLES - 21 EWEB S BRIAREE-&£8

GROUP

As at 31 March

R=A=+—H
2011 2010
2% —EFF
HK$’000 HK$’ 000
FET TA&T
Trade and bills receivables BWE 5 ERZRREE 711,897 356,159
Less: provision for impairment OB E RS (8,569) (5,835)
Trade and bills receivables — net JEUWE SR EE F5E 703,328 350,324

BMEEZERARAQR o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

iR e MR EE

21 TRADE AND BILLS RECEIVABLES -
GROUP (Continued)

Payment terms granted to customers are mainly cash
on delivery and on credit. The average credit period
ranges from 10 days to 90 days. The ageing analysis
of trade and bills receivables based on due date at

the balance sheet date is as follows:

21 EWESRAREE -8 (&)

EFEZENNREREIED KEFMNE LR
B —REEHNFI0HEI0R - REFBRK
WA NERE S RARREERE DTN

I

2011 2010

—E——F —E—EF

HK$’ 000 HK$’ 000

THER FHET

Current BN ER 400,008 283,316
1 - 30 days 1 - 300 149,420 36,417
31 - 60 days 31 - 608 83,076 15,378
61 — 90 days 61 -90H 42,378 1,304
91 — 120 days 91 - 120H 24,085 2,297
Over 120 days #120H 12,930 17,447
711,897 356,159

Less: Provision for impairment WO E R (8,569) (5,835)
703,328 350,324

Fook Woo Group Holdings Limited ® Annual Report 2011



As of 31 March 2011, trade receivables
of approximately HK$303,320,000 (2010:
HK$67,008,000) were past due but not impaired.
These relate to certain customers with no history of
credit default and they are in continuous trading with
the Group. Based on past experience, management
believes that no provision for impairment is necessary
in respect of these balances as there has not been a
significant change in credit quality and the balances
are still considered as fully recoverable. The ageing
analysis of these trade receivables based on due

date is as follows:

1 - 30 days 1-30H
31 - 60 days 31 -60H
61 — 90 days 61 -90H
91 — 120 days 91 - 120H
Over 120 days #120H

MRZZE—-——F=H=+—H - #303,320,000
BT (ZZE—ZF 67,008,000 ) K EKRE
SEFEE BB - BWRFME - Ll RIBREY
BEERENLBNETERPAR  MESHE
HASERS BEBEBELR BEEERR -
FEMEREARBRERE BARAEEER
WEBESY  MALA&RDERABTE2H
Yl o FitfENE P RRKIZFIEA B et RRER
U

2011 2010
= —T-TF
HK$’ 000 HK$’ 000
TEx THET
149,420 36,417
83,076 15,378
42,378 1,304
24,085 2,297
4,361 11,612

303,320 67,008



As of 31 March 2011, trade receivables of A
approximately HK$8,569,000 (2010: HK$5,835,000)

were impaired and fully provided for. The individually

2
[

T——F=H=+—H " 48,569,000/
(ZZ=—Z 4 : 5,835,000 70) WEKE 5
IS RE I 2 BEBAE o (B R (E B KKIE
ZHBEAMARER I NEFEHA - BEAX
W el W R IBR BB At 2 BRI DT T ¢

gn ol

7

impaired receivables were mainly related to smaller

H

customers which were in financial difficulties. The BE
ageing analysis of these non-recoverable receivables

based on due date is as follows:

2011 2010
—E——F —ZT-ZTF
HK$’ 000 HK$’ 000
TER FHT
Over 120 days #120H 8,569 5,835
Movement on the provision for impairment of trade FEWE ZRRFURBER B EEN T :
receivables is as follows:
2011 2010
—E——F —ZT-ZF
HK$’ 000 HK$’ 000
TER FHT
At beginning of the year F4 5,835 4,140
Provision recognised in the ERFEEERRERN
consolidated income statement B 4,659 1,906
Receivables written off during B 7~ ] 4y [ T 7 G 9 EE B
the year as uncollectible FE W IR (1,371) (177)
Reversal of impairment BEEERNRERE
provision made (695) (36)
Exchange differences X E5 141 2

At end of the year F R 8,569 5,835



The creation and reversal of provision for impaired
receivables have been included in “administrative
expenses” in the consolidated income statement
(Note 9). Amounts charged to the allowance account
are generally written off when there is no expectation
of recovering additional cash.

The carrying amounts of trade and bills receivables
are denominated in the following currencies:

HK$ BT
UsD ETT
RMB AR

As of 31 March 2011, the fair values of the trade and
bills receivables approximate their carrying amounts.
The maximum exposure to credit risk at each balance
sheet date is the carrying value of the receivables.
The Group does not hold any collateral as security.
As of 31 March 2011, no trade receivables were
pledged as collateral for the Group’s borrowing
(2010: HK$59,063,000) (Note 31).

EREREFIRNFIE R FECBRED T ARE
BERNTHRAX ] (ME) - mEEFERRR
FOSBAEBHTEKREDE SRR

LTS ERAENERE SRR REERR
1B :

2011 2010
—E——F —E-ZFF
HK$’ 000 HK$’ 000
FHET FET
59,363 42,849
19,156 17,082
624,809 290,393
703,328 350,324

\ZZET——F=RA=1+—8 BRESEZIK
EENATEERARTEMES EAX%%
B ERFESNGZSEERRAEERERE K
ERVEREAMERRERER R T
——F=ZRA=+—H XxEEUE(ZZT-F
fF : 59,063,000/ 7T) FEWE 5 R R E HIEK
Bo BAEEEREHEE (M) -

ﬂﬁ%
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22 PREPAYMENTS, DEPOSITS AND 22
OTHER RECEIVABLES - GROUP

FRMNRIE - RE R H B RIE -
£H

2011 2010
—E——F —E-ZF
HK$’ 000 HK$’ 000
THEx T T
Non-current portion JERN P ER 1D
Prepayments for purchase of BEWE  BELRED
property, plant and equipment TE ROR 287,183 66,554
Prepayments for acquisition of Wk 1R & oo SE A A%
trademarks and distribution #7814 A (FiE34(a))
network (Note 34(a)) 145,833 -
Others HAt 837 -
433,853 66,554
Current portion B EF &6 17
Deposits placed with suppliers MEEFNENES 48,337 30,402
Prepayments to suppliers )t e P S A A TR AT SRIB 21,259 15,327
Other receivables from third parties 2k B 5 = 77 # £ b & Ug Z 18
(note a) (Ff3Ea) 7,935 9,552
Others Hib 10,697 4,598
88,228 59,879
Total et 522,081 126,433

As of 31 March 2011, the fair values of other
receivables approximate their carrying amounts. The
maximum exposure to credit risk at each balance
sheet date is the carrying value of each class of
receivables mentioned above. The Group does not

hold any collateral as security (2010: same).

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

demand.

Fook Woo Group Holdings Limited ® Annual Report 2011

R-ZF——F=A=+—H EMEKRFED
RNFEELEEFEEERES REEEH &3
EERRA DM EHEEYHIBENREIE - AL
=Y EFHSEEMEARERER(CT—FF:
R e

Hita: EMEKE=7THREREER RIERA
FEERKIEE -



Cash in hand
Cash at bank

Total cash and cash
equivalents

Restricted bank deposits

Cash and cash equivalents

following currencies:

Cash at bank and in hand
RMB
HK$
usD
Euro (“EUR™)
Australian dollars (“AUD")

FHEIES
RITIR &

RehBReFEWERE

X IR BIERITIF R

are denominated in the

ROTRFERE
AR

m o o
d J d

i
Sl

Group

AEE
2011 2010
—g-—F —F-F7F
HK$’ 000 HK$ 000
FHET AL
678 737
1,493,444 1,078,479
1,494,122 1,079,216
- 9,294
1,494,122 1,088,510

UTIEBFENRERRSFEY

Group

rEH
2011 2010
=E2——-F —_ZT-TF
HK$’ 000 HK$’ 000
FHET THETT
1,358,056 36,430
130,546 1,044,707
5,469 7,370
14 8
37 -
1,494,122 1,088,510

Company
NN
2011 2010
—®-——% —T-TF
HK$’000 HK$’ 000
FET THETT
1,123,307 964,585
1,123,307 964,585
1,123,307 964,585
Company
NN
2011 2010
—g-——% —T-T%F
HK$’000 HK$’ 000
FET THETT
1,067,340 -
55,967 964,585
1,123,307 964,585



The restricted bank deposits were denominated in
RMB as of 31 March 2010. The balance was pledged
as collateral for the Group’s borrowings as of 31
March 2010 (Note 31).

Maximum exposure to credit R&MBELZEY N

risk on cash and cash SR HIERITE A
equivalents and restricted K= EER

bank deposits

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

control promulgated by the PRC government.

Cash at bank earns interest at floating rates based on

prevailing bank deposit rates.

R-Z-TF=A=+-8 ZRHBFTEX
PARMBEHE - =B BFE=A=+—A8
AEEOEREREERS  UEREE (W

#31) °
Group Company
REE LN
2011 2010 2011 2010
—F-—F —T-TF ZFB——F ZTFTF

HK$000  HK$'000  HK$000  HK$' 000
FTERx TAET TER TAET

1,493,444 1,087,773 1,123,307 964,585

BMENARBHEERBING  ARELER
RITHEBRERPEMBRES - P BERTEMS
A RINEE HIRBIRRPIFARR -

RITASBRBERNRITERNXAENZ B R
HFE ©



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

23 CASH AND CASH EQUIVALENTS
AND RESTRICTED BANK

DEPOSITS (Continued)

Cash, cash equivalents and bank overdrafts include

23

ARA TS ERR MR

ReRBELZENRERHATE
=R (E)

HEEAReRERNE He HEFEBYEK

the following for the purposes of the consolidated RITEZBREOTFIE
statement of cash flows:
Group
rEE
2011 2010
—E——F —E-FTF
HK$’ 000 HK$’ 000
FERT FAT
Cash and cash equivalents BekBEEEEY 1,494,122 1,079,216
Bank overdrafts (Note 25) #R1T7E X (M 5E25) (1,605) (11,231)
1,492,517 1,067,985
24 BORROWINGS - GROUP 24 FEE-KE

The maturities of the total borrowings at respective

balance sheet dates are as follows:

REBZEEANAEEZIHALT :

2011 2010

=F——-F —EFF

HK$’ 000 HK$’ 000

FERT FHET

(restated)

(&%)

(Note 3)

(PFFEE3)

Bank borrowings, secured BEBIETES 28,572 54,545
Less: current portion included W BRERRSAEERN

in current liabilities BN EAER 1 (14,286) (27,272)

Long-term borrowings RHEE 14,286 27,273

BRNEBERERAR « ~F——&58 147
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iR e MR EE

24 BORROWINGS - GROUP (Continued) 24 £#&—-%£8 (4&)

The maturities of the total borrowings at respective

balance sheet dates are as follows:

RERGEEANEESIHBWT :

2011 2010

e —ZT-ZTF

HK$’ 000 HK$’ 000

FERT TET

(restated)

(FE751)

(Note 3)

(B =E3)

Within 1 year 1FE R 14,286 27,272

Between 1 and 2 years 1224 14,286 13,636

Between 2 and 5 years 2E5F - 13,637

28,572 54,545

Wholly repayable within 5 years ARAFANBEEE 28,572 54,545
The bank borrowings are denominated in the RITEEANTERE :

following currencies:

2011 2010

—g——f —2-%F

HK$’ 000 HK$’ 000

FERT TET

(restated)

(E51)

(Note 3)

(Mt5E3)

RMB AR 28,572 54,545
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The bank loans are at floating rates and exposed the
Group to cash flow interest rate risk. The effective
interest rates was 6.72% per annum as of 31 March
2011 (2010: 6.05% per annum).

The borrowings of HK$28,572,000 as of 31 March
2011 were secured by land use rights and buildings
of FWHZ (2010: HK$54,545,000) (Note 31).

All the borrowings were secured by corporate
guarantees by certain subsidiaries as of 31 March
2011 (2010: secured by personal guarantees
provided by a director and corporate guarantees by

certain subsidiaries).
The fair values of the borrowings approximate their

carrying amounts at the balance sheet date as all the

borrowings carry floating rate interests (2010: same).

Bank overdrafts RITEX

Short-term bank loans, secured

Total @t

BHEMEHRTER

RITEFNZEE  SAEEEmEBRERF
ZREp RZEBE——FE=A=+—H BEEF
MEEE.T72% (T —ZF :6.05%) °

R-E——F=A=+—H - 28,572,000/ T
REE - AR A A £ 30 B R R A 1R
(M 7E31) (2 —Z 4 : 54,545,000/87C) °

R-ZE——F=A=+—H FAEXRGHSE
THEBARMEEEREFER(ZFT—FF:
H—2ERRHENEAERES THEBE AR
EEEREEA) -

HRAAERENIEEFE REEER B8

WATEERAREERE (ZT—FF :
) -

2011 2010

—E——F —E-ZF

HK$’ 000 HK$’ 000

THR T

(restated)

(reE5)

(Note 3)

(M$5E3)

1,605 11,231

100,900 213,856

102,505 225,087



The short-term bank borrowings are denominated in

the following currencies:

HKS$ BT
RMB AR
UsD ETT
Total F

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

sheet date.

At 31 March 2011, short-term bank borrowings of
HK$100,900,000 (2010: HK$213,856,000) were
arranged at floating rates, thus exposed the Group to
cash flow interest rate risk. The effective interest rate
as at 31 March 2011 was 5.87% per annum (2010:

5.88% per annum).

At 31 March 2010, short-term bank loans amounting
to HK$165,856,000 were secured by trade
receivables of certain subsidiaries, plant and
machinery and land use rights and buildings of FWHZ
(Note 31).

At 31 March 2011, short-term bank loans amounting
to HK$62,500,000 were secured by land use rights
and buildings of FWHZ (Note 31).

RHRITIEEAN T EEHE -

2011 2010
—E-—F —T-TF
HK$’000 HK$’ 000
TER FHET
(restated)

(& E5))

(Note 3)

(B E3)

40,005 133,975
62,500 81,818

- 9,294

102,505 225,087
MNEFEER  BHRTEENLAFEBEER

EEMEE °

RZE——F=HF=+—H 100,900,000/
T (ZZ— T4 : 213,856,000/ 7T ) #9 58 HA 4R
TERENZEFE 2 ASEEHRESRHNE
B -R—_ZT——F=ZA=+—8  BEFF
KR5.87%(ZZF—TF :588%) °

RZE—ZTF=ZA=Z+—H "  B#
165,856,000/ 7T B 58 AR 1T B RAE T B
NEIMERE SR - ARFEMNEMA (e
FAREREFIEER (FF:E31) -

RZTE——F=HA=+—H ' %%62,500,000
7B TLH) R B IR 1T B A BN AR AN B L b (58 A 42
RAEF R (FEE31) ©
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B MR M

26 TRADE AND OTHER PAYABLES -

26 BN E SRR HEMEMNRIR-F

GROUP
2011 2010
—E——F —E—ZF
HK$’ 000 HK$’ 000
THEx FET
Trade payables FETE 5 BR K 74,346 82,030
Other payables: H fth & 7 5RE
— Other PRC taxes payable — H A FE T B IR 40,605 33,809
— Accrued expenses —FEFTRA Y 41,100 83,714
— Receipts in advance —BFEEESK
from customers 5,476 1,983
— Other payables for —EEIREAMERS
construction in progress EQE] 33,381 21,071
Others H A 1,342 523
196,250 223,130
The aging analysis of trade payables at the balance REER  BENESRRIERESNEAT
sheet date is as follows:
2011 2010
—E2——F —ZT-ZF
HK$’ 000 HK$’ 000
FET FAT
Current B HA 62,294 54,144
1 - 30 days 1-30H 5,939 9,720
31 - 60 days 31 -60H 790 1,551
61 — 90 days 61 -90H 236 2,990
91 — 120 days 91 - 120H 150 2,146
Over 120 days #120H 4,937 11,479
74,346 82,030

BMEBERAER AT o

T FFR
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iR B M SRR MY

26 TRADE AND OTHER PAYABLES -

27

152

GROUP (Continued)

The carrying amounts of trade payables are

denominated in the following currencies:

26 BN E SRR HMEMNRR-F

= (&)

T EEFTENRENE S ERAEEE :

2011 2010
—E——fF —T—FF

HK$’ 000 HK$ 000

FHE T FAT

HK$ BT 23,264 8,960
RMB NG 51,082 73,070
74,346 82,030

As of 31 March 2011, the fair values of the trade and
other payables approximate their carrying amounts
(2010: same).

SHARE CAPITAL

(a) Authorised share capital of the Company

Authorised: JRTE
5,000,000,000 ordinary
shares of HK$0.10 each

R-ZTF——F=A=1+—H EBHEZEIR
HEMNRANAFEEREREERS (=

T4 45F) -

27 B

(a) ARDFHZEERK
2011

—E——F

HK$’ 000

FET

5,000,000,000% & i
E{E0.10/8 LAY & @A

500,000

2010
—E-FF
HK$’ 000
FHT

500,000

Fook Woo Group Holdings Limited ¢ Annual Report 2011



Issued and fully paid:
At 1 April 2010 S

Shares issued pursuant

to exercise of the

BERITRER

BB ITRI AP

over-allotment option

Issuance of new shares BT
At 31 March 2011 N_E——4&F
=H=+—H

On 9 April 2010, the over-allotment option
as detailed in the Company’s prospectus
dated 19 March 2010 was fully exercised
and the Company issued an aggregate of
93,000,000 new shares at the offer price
of HK$2.3 per share. Gross proceeds in
relation to the over-allotment amounted to
HK$ 213,900,000.

On 7 October 2010, the Company and
Chow Tai Fook Nominee Limited (the
“Subscriber”) entered into a conditional
subscription agreement pursuant to which
the Company agreed to issue and the
Subscriber agreed to subscribe for an
aggregate of 366,275,000 new shares of
the Company at the subscription price of
HK$2.4 per share for a total consideration
of HK$879,060,000. The transaction was
completed on 26 October 2010.

—ZEFMA—H

PR 17 {5 1R %8 B AU T

Number of

Ordinary Ordinary

Note Shares Shares
B &t ZERRE ZER
HK$

BT

2,000,000,000 200,000,000

(i) 93,000,000 9,300,000

(ii) 366,275,000 36,627,500

2,459,275,000 245,927,500

() RZZE—ZTFMANA RE-T—ZTF
EH-HLEITHJ%*E’\J“ET?H ERERTFR M
MBELEREERETE  KNOFRE
f&2.37% T /) 3 & (B % 175 2£93,000,000
AR AR 1 o B ERRE IR AR G RA &Y FT 15 RUIB
#8% /5213,900,000/8 TT °

iy RZZE-—FF+HALRH XRAREAK
BREABRA j(’—u/m,%}\nﬁiﬁﬂx
HRERZE - Bt - ARBRBEITMR
BAREBZER2. 4,%7_15’9?7& BEREAR
A A4 ££366,275,0008% FT A% 1D Mﬂg
#£879,060,0008 7L - RIEBRHERZ
—ZBFE+A -+ RNHEHTK



()

(ii)

(iii)

Capital reserve

Capital reserve represented the
difference between (i) the aggregate of
the consideration for the acquisitions
under common control upon the Group’s
reorganisation in the prior year; and (ii)
the aggregate of the share capital and
share premium of the entities transferred
to the Group pursuant to the Group’s
reorganisation in the prior year.

Exchange reserve

The exchange reserve represents the
foreign exchange differences arising from
the translation of the financial statements
of the Company and FWHZ, a subsidiary
in the PRC. The reserve is dealt with in
accordance with the accounting policies

set out in Note 2.

Statutory reserve

In accordance with the relevant regulations
and the articles of association, a
subsidiary of the Group incorporated in
the PRC, FWHZ is required to allocate at
least 10% of its after-tax profit according to
PRC accounting standards and regulations
to the statutory reserve until such reserve
has reached 50% of registered capital.
Appropriations to the enterprise expansion
fund and staff welfare and bonus fund
are at the discretion of the board of
directors of FWHZ. These reserves can
only be used for specific purposes and
are not distributable or transferable in
the form of loans, advances, or cash
dividends. During the year ended 31
March 2011, appropriation to the statutory
reserve amounted to approximately
HK$139,492,000 (2010: Nil).

(i)

(i)

(iii)

BA R
BARBHERBUATMENZERE : (M)A
TEEER—EHIRETHETEMA
RSB RE B R(ATEF
EREBEAEEEARAAETNE
BRARRKRMREZ B -

BREERE
BEBEANTEEARB R —RF
50 Pt 8 % B AR M 4R 70 B9 B A5 $R R P
EENEFINEREZEAK ° %
{5 12 PR BT RE 280 51| B0 & 5T UK R
e

EE R
BEEHEZARAHERMA -
THREFMEINAEERBE A
RIEMEMNARBHE T EE
FOER - B EZE D 10%7% 12 7 H
BEERE BEEZHHEBGT
BEARS0% - BMBEHNESSAH
BEHECARZELERRES R
ETEMNELANES  FHEGKEE
AERERSE  THRUER  BX
MM A A DKL EE - 1
HE-ZT——4F=-A=+—81
FE ARZEEHEISBHA
139,492,000 T (Z T — & F :
) o
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KR E ISR IR

28 RESERVES (Continued) 28 f#E (&)

(b) Company (b) AA2ATH
Retained
earnings/
Share Share  (accumulated
Capital premium losses) Total
REER/
B& R EE (BHtE#R) &t
HK$' 000 HK$'000 HK$'000 HK$'000
TAR THT THT THT
Balance as at 11 November 2009 R=BEAF+-B+-H
(date of incorporation) (EMELAH) HEe
Loss for the year FEEA - = (9,014) (9,014)
Issue of ordinary shares pursuant RERREEMRT
to the global offering LR 50,000 1,100,000 - 1,150,000
Allotment of shares pursuant to the REEAMEERR
reorganisation in preparation for NEHERER A LD
the listing on the Stock Exchange 1 967,943 - 967,944
Allotment of shares for settlement REBRREFMEE
of shareholder's loan &in = 100,000 = 100,000
Share issuance costs RDBITEA = (94,238) = (94,238)
Shares issued under RERMCBITMETHRG
the capitalisation issue 149,999 (149,999) - -
Balance as at 31 March 2010 R=2-%%
SA=t-HiES 200,000 1,923,706 (9,014) 2,114,692

RAREZEEERAR » =

— R



Balance as at 31 March 2010

Profit for the year

Share issued pursuant to the
exercised of over allotment option
(Note 27 (b)(i)

Issuance of new shares
(Note 27 (b)(ii))

Share issuance costs

Balance as at 31 March 2011

R-Z2-2F
ZRA=t-BMEE

FEEF
R 1T R BB AL AR
% & MR
(H&E27(b) (i)
BT RA
(B 5E27 (D) (ii))
BRAD BATR AR

RZE--§
ZA=t+-RtEs

The Company’s reserves available for

distribution calculated under Companies Law

of the Cayman Islands comprise the share

premium account and retained earnings totaling
HK$2,942,578,000 (2010: HK$1,914,692,000).

Share
Capital

Bx
HK$'000
Tan

200,000

9,300

36,628

245,928

Share

premium
i EE

HK§' 000
Thx

1,923,706

204,600

842,432
(30,207)

2,940,531

Retained
earnings/
(accumulated
losses)
REER,/
(BiTER)
HK$'000
TER

(9,014)

11,061

2,047

2,114,692

11,061

213,900

879,060

(30,207)

3,188,506

BRIERSHEE QAR ATENREEA #
PIREEREROZEERERRZEF
A $2,042,578,0008 L (—ZE — T &F ¢

1,914,692,000/8 7T) °
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29 INVESTMENTS IN SUBSIDIARIES 29 RMIBRARINKREREW ~(EHN)

AND DUE FROM/(TO) Bt B 2 Bl ;K IE
SUBSIDIARIES
2011 2010
% —T-TF
HK$’000 HK$ 000
THER FHET
Investments at cost, unlisted shares X AFFERE - FE EHMD 967,944 967,944
Due from subsidiaries NG 1,105,636 231,422
2,073,580 1,199,366
Due to subsidiaries FEAST B B A R FRIA (632) (1,823)
The following is a list of the principal subsidiaries at N_E——F=ZA=1+—HWNEEWEBE L RWN
31 March 2011: TR :
Place and date of Particulars of
incorporation/establishment issued paid-in Effective Principal activities
Name HMRL/ capital interest held and place of operation
&8 eV R BRTARKRA FREGEEE  TEEHREEME
Directly held:
EERE
Fook Woo International Limited The BVI/16 March 2007 Ordinary US$50,030 100% Investment holding/
BHNEBRBERAR EBERRNS/ LBR50,030% T Hong Kong
“ERLE=A+5A RERR/ B

BHEEIERERAR « T ——FFH

157
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
N eSS

29 INVESTMENTS IN SUBSIDIARIES
AND DUE FROM/(TO)
SUBSIDIARIES (Continued)

29 RMBABRMREREKR ~(FBH)
Bt B A R RIE (48)

RIE——F=A=+—HHETEWBELQFMN
TRZ5: (&)

The following is a list of the principal subsidiaries at
31 March 2011: (Continued)

Place and date of Particulars of

incorporation/establishment issued paid-in Effective Principal activities

Name HmAEL/ capital interest held ~ and place of operation
£ RIS BRTARRA FEEGERE TEEURCERY
Indirectly held:
RI&HA
Fook Woo Wastepaper The BVI/23 March 2009 Ordinary US$1 100% Investment holding/

(BVI) Company Limited EBERRES/ LRET Hong Kong
BNESR (BRARER)ERAF ZETNF=A=1=H RERK/ B
Fook Woo Assorted Paper The BVI/23 March 2009 Ordinary US$1 100% Investment holding/

(BVI) Company Limited EBRAREE/ LARIET Hong Kong
BNAZER (RBRER)ERAF ZEENFZRAZT=H RERR/ T
Fook Woo Environmental Technologies The BVI/23 March 2009 Ordinary US$1 100% Investment holding/

(BVI) Company Limited REERRES/ LERIET Hong Kong
BHRRHR (BBRES)BRAF “EENFZRZT=H RERK/ B
Fook Woo Paper (BVI) Company Limited The BVI/23 March 2009 Ordinary US$1 100% Investment holding/
BRNER(ERRFES)ERAA EEgBRES/ LRRET Hong Kong

“ERNFZA=+=A RERK/ B
Fook Woo CMDS (BVI) Company Limited The BVI/23 March 2009 Ordinary US$1 100% Investment holding/
BREZARERS RERES)ERAR  HEBAERES/ LERIET Hong Kong
“EENE=A=+=H REBR/FE

Fook Woo Waste Paper Company Limited Hong Kong/28 September 1993 HK$1,000,000 100% Sales of recovered
BRNERERAR BB/ hMZFENAZTNH 1,000,000 1T paper/Hong Kong

HENEE/EE

Fook Woo Group Holdings Limited ® Annual Report 2011



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

29 INVESTMENTS IN SUBSIDIARIES

AND DUE FROM/(TO)

SUBSIDIARIES (Continued)

The following is a list of the principal subsidiaries at

31 March 2011: (Continued)

Name

8

Fook Woo Assorted Paper
Company Limited
BASAXERERAA

Confidential Materials Destruction
Service Limited

EHRERBBRAA

Fook Woo Environmental
Technologies Limited

BHRRHBEARLRA
Golddoor Company Limited

EHSERAH

Fook Woo Promotion Limited
BNEEER A

Place and date of
incorporation/establishment
AL,/

R A S

Hong Kong/15 December 1997
B4/-hWMLFT-ATER

Hong Kong/22 June 1979
&8/ - NtNERRZTZH

Hong Kong/13 December 2002

A/ -FE-E+-A1+=A

Hong Kong/29 April 1981
E&/-NN\-EBAZThH

Hong Kong/17 September 2010
B/ _E-TENATLA

e M BHRRME

29 RMBABRMREREKR ~(FBH)
Bt B A R R IE (48)

RIE——F=ZA=+—HHETEWBELQFMN
TRZ5 : (&)

Particulars of

issued paid-in Effective Principal activities
capital interest held and place of operation
BRTARKRA FEEGERE TEEURCERY
HK$1,000,000 100% Sales of tissue paper
1,000,000 7T products and recycled
greyboard /Hong Kong
HELERBREE
RR#/EE
HK$10,000 100% Provision of confidential
10,000% 7T materials destruction
service/Hong Kong
REEZHHERRY/
BB
HK$1,000,000 100% Procurement of waste
1,000,000% 7 paper/Hong Kong
RERSR/ B
HK$500,000 100% Investment holding/
500,000 10 Hong Kong
RERR/ B
HKS$1 100%  Investment holding/
18T Hong Kong

RERKR/EE

ENEEERERAT  —T——55% 159



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
N eSS

29 INVESTMENTS IN SUBSIDIARIES 29 AMBATINKREREW ~(FEH)
AND DUE FROM/(TO) BB A TR IE (&)
SUBSIDIARIES (Continued)

The following is a list of the principal subsidiaries at RZE——F=A=+—HNFEWBE R R
31 March 2011: (Continued) TERE3 : (&

Place and date of Particulars of

incorporation/establishment issued paid-in Effective Principal activities
Name HmAEL/ capital interest held ~ and place of operation
2% RUBER A H BRTHRRA FHEREE  FEEEREEHY
BEMBMEZER D E(FWHZ) PRC/26 March 1996 HK$74,702,492 100%  Manufacturing and sales of
EMBERREBRAA ([EMEA]) BB/ - ANAFZAZTAH 74,702,492 T tissue paper products and

recycled greyboard and

sales of recovered paper/

PRC
EREGAARBERRS
IREERYE,/ HE
BMEMKEABR 2 5 (Huizhou Fook Hong Kong/4 December 2007 HK$1 100%  Inactive
Woo Paper (HK) Company Limited) 5%/-ZTtE+-AMA 1% HEx
# The company is a wholly foreign-owned enterprise. # ZARBINEBENE -
The English names of certain subsidiaries HRETHBARIELERNENESR  WHEBE
represented the best effort by management of the XEBRARARAEEBHHEP X ABAEX

Company in translating their Chinese names as they S

do not have official English names.
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Reconciliation of profit before income tax to net cash

generated from operations

Profit before income tax
Adjustments for:

— Loss/(gain) on disposals of

property, plant and equipment
— Amortisation of land use rights
— Share issuance costs pursuant

to the Global Offering

— Depreciation of property,
plant and equipment

— Provision for impairment
of trade receivables

— Provision for impairment of

deposits and prepayments

to suppliers

— Direct write off of trade
receivables

— Direct write off of other
receivables

— Finance costs

— Interest income

Operating profit before working

capital changes
— Inventories
— Trade and bills receivables

— Prepayments, deposits and

other receivables

— Amounts due from related
companies

— Trade and other payables

— Amount due from a shareholder

— Amount due to a related
company

Cash generated from operations

R

BR FT 15 % A0 A8
BMUTNEEAZE:
—HEWE  BENMERE
mEE, (W)
— b {E RS
—ETRREBEENRND
BT
—WE - BERRETE

—RYWE ZRFBERE

— A ERE N Re MIEN

IR (B 5
—EERMEEYE S RX

— B % MU UK R

— B A
— FI I
EERAR B EE R
—f %
— BB S ERRER
— OB e R A
L IE e

— U REE R B ROR

—RBNESERR R EM
F& 3R IR

— BN —RBRRRE

— R EE R ER

REXGAERE

2011

S
HK$’ 000
T
554,904

2,155
1,222

86,256

4,659

500
709
1,000

7,469
(8,818)

650,056
(22,323)
(337,081)
(27,013)
(481)

17,603
14,110

(27)

294,844

RIS BAI A EREEXBASRSFENY

2010
—E—FF

HK$’ 000
TExT
337,784
(713)
532
7,819

54,637

1,906

13,102
(1,147)

413,920
(2,494)

(172,548)
26,438

29,167

55,011
(6,988)

(1,542)

340,964



In the consolidated statement of cash flows, REFEREMRERA  BEWHE BERZE
proceeds from sale of property, plant and equipment H TS FIE BT
comprise:
2011 2010
—E——F —ZT-ZF
HK$’ 000 HK$’ 000
TER FAT
Net book amount (Note 17) SR FE (MEE17) 4,628 1,426
(Loss)/gain on disposals of HEME - BEREEN
property, plant and equipment (E518) Wzt (2,155) 713
Proceeds from disposals of HEME - WEREEL
property, plant and equipment Fri8 5818 2,473 2,139
The Group had the following pledge of assets as FR AEBEWRNTNEERAEER  LE
collateral to secure the Group’s borrowings: R AEBNEE :
As at 31 March
R=A=+-—8H
2011 2010
—E——F —E—ZF
HK$’ 000 HK$’ 000
TER FAT
At net book value: IRAREFE ¢
Land use rights (Note 18) I i A (B9 3E18) 41,880 40,835
Buildings in the PRC (Note 17) R EF (MEE17) 138,964 147,975
Plant and machinery (Note 17) B e (faE17) - 643,464
Trade receivables (Note 21) FEWE 5 BRA (MFsE21) - 59,063
Restricted bank deposits (Note 23) 5 [R #4817 17 7 (M 7E23) - 9,294
180,844 900,631
Borrowings totalling HK$129,471,000 (2010: R—_ZE——F=ZA=Z+—H {84 H
HK$259,108,000) were secured by corporate 129,471,000/8 7t (= ZF —Z 4 : 259,108,000
guarantees by certain subsidiaries as of 31 March BIT) TV HRE THBARRECEEERMES -

2011.



Assets per consolidated
balance sheet
Trade and bills receivables

Other receivables

Amounts due from related companies

Amount due from a shareholder
Cash and cash equivalents
Restricted bank deposits

Total

Liabilities per consolidated
balance sheet
Trade and other payables

Short-term bank borrowings

Long-term borrowings
Amount due to a related company

Total

REEERER
HTHWEE
FEUE 7 B K e

Fiz

H & YR IR

& Y B8 58 1 I RR
FE U — % I R AR IR
RekBReFEY
R BRITFR

HEt

REEERER
HTHERE
BN E 2 BRR R
H A & < 508

RHRITIEE
RHEE
&1 BEE R R FRIA

HEt

Note
Jiorz3

21
22
36(b)
36(b)
23
23

Note
ok

26
25
24

36(b)

Loans and receivables

BERREWRFE
2011 2010
—E——F —E-ZF
HK$’ 000 HK$’ 000
FET THT
703,328 350,324
7,935 9,552
1,186 705
- 14,110
1,494,122 1,079,216
- 9,294
2,206,571 1,463,201

Other financial liabilities

Htt&MEE
2011 2010
—E-—-F —ZE-EF
HK$’ 000 HK$’ 000
THET TETT
(restated)
(e &75)
(Note 3)
(Mt3E3)
155,150 139,416
102,505 255,087
28,572 54,545
- 27
286,227 449,075
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e RN T

32 FINANCIAL INSTRUMENTS BY 32

CATEGORY (Continued)

EEEMIA(E)

Company VNN |
Loans and receivables
ERRERFE

2011 2010
—E——fF —E—FF
Note HK$’ 000 HK$’ 000
HiaF TET TETT

Assets per balance sheet EEREEBRET

HWEE
Amount due from a shareholder e — & IR FKIA - 14,110
Other receivables H {th JlE W FRIB 991 390
Cash and cash equivalents HeMBE&ZEY 23 1,115,767 964,585
Total et 1,116,758 979,085
Other financial liabilities
Hit e ma s

2011 2010
—E——fF —E—FF
Note HK$’ 000 HK$’ 000
HiaF TET TETT

Liabilities per balance sheet EERSERET

HaE

Other payables H A pE A 308 8,740 61,936
Amounts due to subsidiaries B ARIZKE 29 632 1,823
Total @t 9,372 63,759

Fook Woo Group Holdings Limited ® Annual Report 2011



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

33 OPERATING LEASE
COMMITMENTS

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

and buildings are as follows:

ARE MR T

33 KEeHEARE

P REFREMTHELCERENNHR
REREEESWT

2011 2010
—E——-F —ZE-ZF
HK$’ 000 HK$’ 000
THEx T T
Not later than one year TER—F 10,225 4,856
Later than one year and ZR—F BELFA
not later than five years 9,489 4,763
Later than five years ZHRAFE 4,235 1,183
23,949 10,802
34 CAPITAL COMMITMENTS 34 EXREIE
2011 2010
—E2——F —ZT-ZTF
HK$’ 000 HK$’ 000
THER FHT
Contracted but not provided for: BRI 4B R BE
— Property, plant and equipment —ME - BERZE 317,821 175,467
— Acquisition of trademarks and — R R IR R 5 SH A AR
distribution network (note a) (Fff 5Ea) 41,666 =
- Others —HAth 700 =
360,187 175,467

Authorised but not contracted for SEEBRETL

BHEEIERERAR « T ——FFH




Note a: On 30 March 2011, the Group entered into an
agreement with Zhongshan Baoli for acquisition of
certain trademarks and distribution network at a
total consideration of RMB 157.5 million (equivalent
to approximately HK$186.8 million). The transaction
has not been completed as of year end. The
Group has paid RMB 122.5 million (equivalent to
approximately HK$145.8 million) as prepayment for
the acquisition as of 31 March 2011.

In April 2009, March 2010 and February 2011,
certain subsidiaries of the Group received notices
of additional assessments from the Hong Kong
Inland Revenue Department (“IRD”) for the years of
assessments 2002/2003, 2003/2004 and 2004/2005
demanding additional profits tax payment in the
aggregate amount of HK$3,840,000, HK$7,700,000
and HK$6,475,000 respectively. Notices of objections
have been served for these notices of additional
assessments. The IRD has granted unconditional
holdover orders in respect of the entire amount
of additional profits tax demanded for the year of
assessment 2002/2003. In respect of the additional
tax assessment for the year of assessment
2003/2004, HK$6,700,000 could be held over
unconditionally and the remaining HK$1,000,000
could be held over on the condition that an equal
amount of tax reserve certificate was purchased. As
such the Group purchased a tax reserve certificate of
HK$1,000,000 in April 2010. Furthermore, in respect
of the additional tax assessment for the year of
assessment 2004/2005, HK$5,475,000 could be held
over unconditionally and the remaining HK$1,000,000
could be held over on the condition that an equal
amount of tax reserve certificate was purchased. As
such, the Group purchased a tax reserve certificate
of HK$1,000,000 on 1 April 2011.

Hlita: RZZE——F=R=+H AEEHEP
WERBITZ—MiHaE RAREAR®E
157,500,0007T (49 #H & 7186,800,000
BT)BRBETEHERD HMBEK - NF
BH ZRZEATK NR_FT——F
ZA=+t—B FAEBEXNARE
122,500,0007T (%94 & 7 145,800,000/
TERKRBR RN IR -

RZZEZNFNONA ZE-—FTF=AK=F
—— R AEEETHBAREEEER
BER(RBRNBEEAER _ZTT_ /—TF
= ZEE= /FTOR-_FTETW=FFT
IRMEENHMARBAE BRI
HNFI 1S B B FX 42 %83,840,0005% T * 7,700,000
7T %6,475,0008 T - AKBEERERH A
HE MBRBRIRERBNH_ZTZT=

—ET=FRBMUFENDHBINIGEB R
BHERGEES BE_TT= /TN
ARBEE R INET R - AR R TR A
6,700,000/ 7T - M &k T #91,000,0007% 7T Bl AT
REBARSENFENFREESHWN - ALt
REBER =T —ZTF M A K A1,000,000%
TR EF N BEE_ZTTW —ZTZ
IRBEEOEMTH - AT EEGETER
#5,475,0005%8 7T+ M # T #91,000,0005% T
AR RBARZSSENREB S ERTEEHM -
At AEBER_ZE—FHA—HBHEBEA
1,000,000/ T B & B & ©



The Group was informed that the additional
assessments are of protective nature and were
issued to keep the 2002/2003, 2003/2004 and
2004/2005 tax years technically open in view of the
statutory time-bar. The Group was also informed that
the IRD had no specific basis in arriving at the profits
assessed under the additional assessments, and the

case is still in the information collection stage.

As such, the Group is of the view that there is
no present obligation and no reliable basis for
estimating, and making provision for potential tax
liabilities, if any, and the corresponding penalty and

interest, if any, as at 31 March 2011.

Mr. Leung Kai Kuen and Ms. Tam Ming Luen,
substantial shareholders of the Company, have
entered into a deed of indemnity with the Group
under which they have agreed to indemnify on a
joint and several basis each member of the Group in
respect of the cash payment for any additional tax
assessment for the year of assessment 2002/2003
and any other notices of additional assessment that
may be received by any member of the Group for
and including the 2003/2004 and 2004/2005 tax years
through the 2009/2010 tax year.

AREBRFE  EXVEERR - ZSMINTHE
RIENE - UERREFRBE-_TT=- —ZT
E~:%25/:§§m&:§;m/:%§
TRBFEMINFHOERN - REB TG

B AR 5 0 A0 RF AR AP A2 B0 R B X SR W%
- MEADERER K ENEE -

At - AEERABRRRAEB REMAFEH
HERBEEHEEEGEN T ——F=A=1+—
BREBEHBEAR(WE)  BIEABSIREF
B(mA) -

ARRERBRRRERERERSELLER
AREFTURERY Bt REFBER_-F
T/ —TE=RUFENEMRBINLE TG
BIRE MR - U RARBEERKE R F A REE
%:%EE/:%ﬁmiﬁiﬁﬁm/:%ﬁ
EERREFEEZE_ZTN/ —_ZE-ZFRUF
EWE@@%#ﬁLﬂ'AE&ﬁﬂW$%E
RERRELBE -



Non-continuing:
Management fee paid
to Takco Limited
(“Takco”) (Note (i) below)
Sales of goods to Quanta
Paper Corporation
(“Quanta”) (Note (ii) below)
Purchases of goods from
Quanta (Note (ii) below)
Sales of motor vehicle to
Junway Investment Limited

(“Junway”) (Note (vi) below)

Continuing:

Rental expenses in respect
of land and buildings paid
to E&I Development Limited
(“E&I™) (Note (iii) below)

Rental expenses in respect
of land and buildings paid
to China Gold Industries Ltd
(“China Gold")

(Note (iii) below)

Management fee paid and

payable to Lai Wah Shipping

Company (“Lai Wah”)
(Note (iv) below)
Management fee paid and
payable to Fook Woo Waste
Paper Company
(Note (v) below)
Rental expenses in respect of
land and building paid to
Junway Investment Limited

(“Junway”) (Note (vii) below)

BR&IE:
YTHEERR AR ([ZEE))
MEEE (T THIEE®)

#Quanta Paper Corporation
(TQuanta) HEE M #E
(T~ B E(iN))

MQuantafE B 8 m& 5
(& ST =E (i)

HERETFTEERREBRAA
(TE®E]) (N3 EE(vi))

BiE:

M EEFI NS ERE
ERAF([HEDNAES
A 2 (T B (i)

RITHEEFIAhEEE
BRAR([HE])H
2 S CT BT RE(in))

SEEERLE ((BE]
X hkEMNEEE
(X RE(iv))

MEMEEAR QR
MEMHEERS
(N E(v))

ENTFEEREREBRAR
(TEg )Wt REsF
e B8 A (T SCHFE(VI))

2011
—E——F
HK$’ 000
TR

3,000

984

984

960

404

6,332

2010
—E-FF

HK$’ 000
THET

703

2,979

35

500

4,217

3,000

984

56

54

4,094



Notes:

(i)

(iii)

Prior year’s amount represented management
fee paid and payable to Takco, an associate of
the Group up to 5 August 2009, for provision
of management services for packing stations.
Takco Limited was a party to the two tenancy
agreements entered into between the Hong
Kong Government and Takco Limited in
relation to the packing stations located in Hong
Kong. The management fee was charged on
a reimbursement basis. As one of the tenancy
agreements relating to the above two packing
stations expired on 9 July 2009 and the other
one expired on 2 July 2010, the transactions
with Takco have discontinued upon the expiry of
the tenancy agreement which expired on 2 July
2010. Takco was disposed to an independent
third party on 5 August 2009, hence it was not
considered as a related party since 5 August
2009.

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

These represented the rental expenses for
leasing of office space and directors’ quarters
paid to E&l and China Gold, respectively. The
controlling shareholders of E&l are the son and
daughter of Mr. Leung Kai Kuen. The controlling
shareholder of China Gold is also one of the
substantial shareholders of the Group. The
rental expenses were charged at predetermined
rates mutually agreed between both parties.

Wit

(i)

(iii)

EFENTREEN MEXNAEE -
ZENFN\ALBNBEAZEENER
Z AREER—ESXMEHREER
ﬁoiﬁﬁﬁﬂﬂﬁﬁ\ﬁfﬂiﬁﬁ
ARG BB ) B F L AT RT S
nﬂ%%a VRIS - EIREEREN
FAEMER o PO Lt (E B e uh Ay B

— D EERHHER _77ﬂ¢tﬂﬂHF
W mA—BER_T-TFLA-R

fEim ﬁ%ﬁmx%ﬁﬁ EHEE—F
—ZEFLA_BERKERL - ZER
—EEAFNARBHET BUE=
FoEEBE-TTAENARRE D
BERAEREHEAL -

FEFEMNESEIEMQuantaB B B K
EERBHNEEE KBS - Quantai
ARBIBE—BHARESRRELEE-F
BRHIREHHENERET  WHAR
HERBKRILE - REBEEER_TTN
FNA=THEEQuantaE = °

FHLREERRAEEARESES
maplREERFEXMNZEEFRL
SENERBRRARRELLEN —F—
ZoMPENERRRITAANEETE
BRz— HERIREREEHEN
B RUYER -



170

NOTESTO“H%ECONSOUDATEDFWWWM]ALSWWEMENTS

AR e MR MR

36 RELATED PARTY TRANSACTIONS
(Continued)

(a)

The following transactions were carried

out with related parties during the year:
(Continued)
Notes: (Continued)

(iv)

(v)

(vi)

(vii)

The amount represented waste loading services
provided by Lai Wah Shipping Company (“Lai
Wah”). The sole proprietor of Lai Wah is Mr.
Leung Kai Kuen, a Director of the Company.
These transactions were entered into in the
normal course of business based on terms

mutually agreed by both parties.

The amount represented waste paper
management services provided by Fook Woo
Waste Paper Company, a company owned by a
Director of the Company, Mr. Leung Tat Piu, at
the Tai Po packing station. These transactions
were entered into in the normal course of
business based on terms mutually agreed by

both parties.

Prior year’s amount represented sales of a
motor vehicle to Junway Investment Limited,
a company owned by one of the substantial
shareholders of the Company. The transaction
was entered into in the normal course of
business based on terms mutually agreed by

both parties.

The amount represented the rental expenses for
leasing of a director's quarter paid to Junway
Investment Limited, a company owned by one
of the substantial shareholders of the Company.
The transaction was entered into in the normal
course of business based on terms mutually

agreed by both parties.

Fook Woo Group Holdings Limited ® Annual Report 2011

36 FRAEALRE (4

(a)

\|
Il

)

/

UITHAEFRNREREALTETHRS
Hrat - (&)
(v) FHEcBEEBEESAR (BEDRHE

(vi)

(vii)

MEGERER RS - BIFENR—HEAAR
ARRERRRESLE - RERHIRE
TEEBENERRRGIET

FRSBEERNBERERARANKEER
KURHHEREERYE  ZAFAA
REA—RBELHF RERFHRETEH
ST 15 T HO IE 5 P SR AR BUETT -

EEEMSBIRNE AR TEARAS
RAF RATNBARARS —BEB
REHS - ZRBREHERBHTOE
B TR o

FEREECSNERREAR AR (H
AREEP-—BITERRES) BHE

E—REEEENHEER - ZRXFR

EHEEBTENEREEGIET -



Notes: (Continued)

(viii)

During the year, certain of the Group’s banking
facilities were secured by personal guarantees
given by a Director and corporate guarantees
by certain subsidiaries. Details are set out
in Note 31. Since 20 July 2010, the personal
guarantees provided by the Director has been
replaced by corporate guarantees from the

Company.

In prior year, the Group and the Company paid
certain professional fees incurred pursuant to
the Global Offering on behalf of Trump Max
International Investment Limited (“Trump Max”),
a company which is controlled by one of the
substantial shareholders of the Company. These
have been recorded as amount due from a
shareholder in the Company and consolidated
balance sheets as of 31 March 2010. These
balances have been fully settled during the year

ended 31 March 2011.

Mr. Leung Kai Kuen and Ms. Tam Ming Luen,
substantial shareholders of the Company, have
entered into a deed of indemnity with the Group
under which they have agreed to indemnify
on a joint and several basis each member of
the Group in respect of the cash payment for
any additional tax assessment for the year of
assessment 2002/2003 and any other notices of
additional assessment that may be received by
any member of the Group for and including the
2003/2004 and 2004/2005 tax years through the
2009/2010 tax year.

Wit (%)

(viii)

(ix)

FA AEEETRITHER —REF
RHEEAEFRURE THEBARRMD
EERMEEG - FHERRME31 -8
T-TFLA-FTHE AREFREMH
ZEAEREERARANEEERA
5 o

EFE  AEERARFERIEEE
REBRAR (T2 ]) (ZRAHZER
BRAARAREFR —REERR) T
RIBEEREEMELENE TEXER -
ZEL RO ARBARF —BREK
BAERR-ZE-—ZEF=ZA=+—HBH#&K
BERERER RBE_ZT——%=H
=t HLESFE  ZSEKREEZRSE

st
= o
>t

ARRIEERARREELEREBRGEL
TEEANEETVRERLY Bt ®
ERER =TT T =RBEE
M BEINR IS AR SR R
AEBTAKE AR AEEE-_TT=
—ETMER-_ZTENZTTHEF
RUEEE_TTH,/ T —TFRH
FEOTMBEINTEBRA - 2R R ER
RAEER S A RELREE -



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

Amounts due from related companies and a
shareholder are disclosed as follows:

Name

=1

Related companies:

BERXTF:

China Gold
F &

E&l

=miE

Fook Woo Waste

Paper Company
BAMEABRALQA]

Lai Wah
[BES

Junway
&

Trump Max

S
(Note 36 (a)(ix))
(P 5E36(a)(ix))

Relationship
2REA

Controlling shareholder is one of
the substantial shareholders
of the Company

TRBRRAAEEFERR 2 —

Controlling shareholders are the son

and daughter of Mr. Leung Kai Kuen,

a Director of the Company

BEERERBRRELEZ T K

A company wholly-owed by
Mr. Leung Tat Piu, a Director
of the Company
HARFEZRERKLE
2EERZNA

Sole proprietor is Mr. Leung Kai Kuen,
a Director of the Company
M—EEARZELAER/RRNRAES

A company owned by one of
the substantial shareholders
of the Company
HARBIEP —ZEIERRERZ AT

A shareholder of the Company
KRB —BRE

fEY () BERR R —RBBRRAK
EIABTTRHE - AREHRAERER 28
NREEREERE ARGEHRNEREERE
NFEERE -

JE W R 38 A~ B I — B IR R A SR IE B B 40
™

2011 2010
—E——f —E-Er
HK$’ 000 HK$’ 000
FHT FHT
164 73

512 512

240 -

120 120

150 -

- 14,110

1,186 14,815
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36 RELATED PARTY TRANSACTIONS 36 BEEEALX
(Continued)

(b)

Year-end balances with related parties
(Continued)

The information relating to the amounts due HHEEKSE
from related companies, disclosed pursuant S5 N 2 645
to Section 161B of the Hong Kong Companies

Ordinance, is as follows:

5 (%)

(b) EEBEALTHNELRER (E)

BRRRENER
F1GIBIEHEENT ¢

RIEE

Maximum amount

outstanding during

REBFNRELHE
2011 2010
—E——F —E-FTF
Name =r HK$’ 000 HK$’ 000
FERT FAT
China Gold g 167 76
E&I = 512 512

Fook Woo Waste Paper BMBEBRAT]

Company 320 -
Lai Wah e 120 184
Junway Hig 150 =
Trump Max =] - 14,110
Amount due to a related company is disclosed JERTREERARIMRIEHRBENT ¢
as follows:

2011 2010
—E——F —E—ZF
Name =x: HK$’000 HK$’ 000
FET FAT
A related company: i@ NA
Fook Woo Waste Paper BAMEEKER AR (M &E)
Company (Note i) - 27
Note i:  Amount represents payable to Fook Woo Hiati - BESZEEEMNEMNEREREA
Waste Paper Company, a company owned by GRS /NG V- P N/NC]
a Director of the Company for expenses paid H—REEWER -
on its behalf.
BMEBZERAER AR ¢« — T ——FF3k
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Pursuant to the resolutions in writing passed by all
shareholders of the Company on 11 March 2010,
the Company adopted a share option scheme on
11 March 2010 (the “Share Option Scheme”). The
purpose of the share option scheme is to provide
incentives to the Group’s employees including the
executive directors and non-executive directors and
any advisers, consultants, suppliers, customers and
agents (each “eligible participant”). The Board of
Directors of the Company may, at any time within
10 years after the date of adoption of the Share
Option Scheme, make an offer to any participant.
The subscription price for shares granted pursuant
to the Share Option Scheme shall be determined by
the Board of Directors of the Company in its absolute
discretion but shall not be less than the highest of:

- the closing price of the shares of the Company
stated in the Stock Exchange’s daily quotations
sheet on the business day on which an offer is
made to a participant;

- the average of the closing prices of the shares
stated in the Stock Exchange’s daily quotations
sheets for the five business days immediately
preceding the date on which such offer is made;
and

- the nominal value of a share of the Company.

The total number of shares which may be issued
upon exercise of all options granted under the Share
Option Scheme must not, in aggregate, exceed 10%
of the total number of shares in issue immediately
following the completion of the Global Offering and
the capitalisation issue but excluding the effect of
the over-allotment. The 10% limit may be refreshed
with the approval by the shareholders. The maximum
number of shares which may be issued upon exercise
of all outstanding options granted, and yet to be
exercised, under the Share Option Scheme and any
other share option schemes of the Company must
not exceed 30% of the issued share capital of the
Company from time to time.

BRERARBMERRR _F—FTF=A+—H
BRNERRER  ARRAR_ZT—ZF=H
T—BRA—IAERE & ([REREE ) -
BRETSEERBASERE  BENTE
ERFATES  UREMER  ##HER
HER  ERPERER((AEB2EE]) - K
NEIEF G A R RN BRE 8- 10F AEM
RFREREM2EEEL R - RIZEEE S
BHHBRNHORBERAARETS2REGE
EE - BABERTIKFEABRSERE)

- RAZEEELZHONEXR AQF
RIPPBRERARER LR E

- ERFHEONHBRAEZXEROR
BMXAEBHRER LENOFHRTE: &

— ARARMHHEE -

BIRERET ST REBEITHRGO RHETER
BEEEHREERENMELBEITTXE (TREE
BERRENTE) BERITROBLEMI0% °
10% KR I ] B R ENAS AR R B/ BB 3 - IR IB RS
PRI 8 R AR RMEMERES BRI RERF
TER T B AR TR AR TR AT (R A] T 3897
MR BE - TREBAARNARTRDETRA
7930% °



The total number of shares issued and to be issued
upon exercise of all options granted under the Share
Option Scheme to each participant (including both
exercised, cancelled and outstanding options) in
any 12-month period shall not exceed 1% of the total
number of issued shares of the Company. Any further
grant of share options in excess of this limit is subject
to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive
or substantial shareholder of the Company, or to
any of their associates, are subject to approval
in advance by the independent non-executive
directors of the Company. In addition, if shares
issued and to be issued upon exercise of all options
granted under the Share Option Scheme (including
options exercised, cancelled and outstanding) to a
participant who is a substantial shareholder or an
independent non-executive director of the Company,
or any of their associates, in any 12-month period (i)
represent in aggregate more than 0.1% of the total
number of shares in issue, and (ii) have an aggregate
value, based on the closing price of the shares of
the Company at the date of each grant, in excess of
HK$5,000,000, the proposed grant of option must be
approved by the shareholders of the Company in a
general meeting.

An offer of options must be accepted within 30
days from the date of offer, upon payment of a
consideration of HK$1 by the grantee. The exercise
period of any option granted under the Share Option
Scheme shall not be longer than 10 years from the
date of grant of the relevant option. There is no
minimum period for which an option must be held
before the exercise of the option except otherwise
imposed by the Board of Directors of the Company.
As at 31 March 2011, no share option had been
granted under the Share Option Scheme.

EEA+-EASE REBREAERSE
ERMSEERENMBEBLRE (BECTE
EREH N RTT R BAE) BITER - O %
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TTRMDEENI% - E—FRENBERESE
Lﬁtﬁﬁﬁﬁmﬁﬂxﬁﬁ‘\tﬂl SRR HLETT AT 1
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B IFMITEFHRLAE © Mo - AEER+ =
BEARE  REBREAEOSG/SARAER
BRIBLFATESHEEAHREALD
SEERNOMEBRE (BRETE B
35 M W RITE R BB BOHE ) ETT (8 - BRI R
BT ETHRM()A KBBE HTROBHN
0.1% K (iR & F &% H A BA QR IR 3 89 Y
Bit B8 & HEE 185,000,000/ T © E&
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Turnover

Gross Profit

Profit before income tax
Income tax expenses

Profit for the year

Total assets
Total liabilities

Total equity

ES
EM
B A5 A1 & A
BiIA
REE BT

o

e
oYY
m Y

\
/

i
o

D
R
g

Ji

4

Bk

2007
—EETLF
HK$’ 000
FET

957,557
330,592
216,686

1,745
214,941

2007
—EELF
HK$’ 000
T T

561,006
286,869
274,137

Year ended 31 March

BE=ZA=1+—HILEE

2008 2009
—ET\F —TTAF
HK$ 000 HK$’ 000
FiBt FiET

1,178,945 1,098,549

393,917 383,087
250,717 200,327

9,873 27,737
240,844 172,590

As at 31 March

W=BA=+-—H

2008 2009
—EENF —ETNF
HK$’ 000 HK$’ 000
FAT FAT

947,656 1,171,629
386,796 437,985
560,860 733,644

2010
—E—FF
HK$’ 000
FET

1,422,556
513,007
337,784

46,445
291,339

2010
—E—FF
HK$’ 000
FHET

2,717,094
521,282
2,195,812

2011
—E——F
HK$’000
TERT

2,126,487
756,756
554,904

88,014
466,890

2011
—E——F
HK$’000
FHExT

4,170,383
369,972
3,800,411
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