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CHAIRMAN'S STATEMENT
ERE®RE

On behalf of the Board of Directors of Tonic Industries
Holdings Limited (the “Group”), | am pleased to present
to you the Group’s annual report and financial statements
for the financial year ended 31 March 2012 (the “Year”).

CONDITIONS IN THE YEAR

From 1 April 2011 to 31 March 2012, the Group
recorded turnover of approximately HK$178,214,000
and loss attributable to the equity holders of the
Company of approximately HK$62,620,000, as compared
to the turnover of HK$77,394,000 and the profit of
HK$388,444,000 for the same period last year.

The global economy during last year was challenging.
The roll-out of the Group’s operations experienced tough
market conditions. Against the difficulties, both the
management and staff have worked hard to accomplish
missions of several tasks and do everything possible to
strive for breakthroughs including but not limited to cost
cut, adjust the operation model and more importantly,
strengthen the cooperation with strategic partners
to work out plans for diversification. The Group has
successfully introduced new investors and management
team at the end of the Year.

COMPLETION OF RESTRUCTURING

Following the voluntary winding-up of Total Ally under
the Group commencing from 19 April 2012, the Group
was able to dispose the manufacturing operation of the
high-cost set top boxes and related products, which
market demand was gradually shrunk. This provides us
the opportunity to build a more cost-effective business
structure by subcontracting manufacturing operation
to subcontractors that will reduce our unnecessary
overheads.

7 May 2012 marked a milestone in the Group’s
development. China Merchants Property Development
Co. Ltd. ("CMPD"), the leading property developer in
Mainland China, has become the controlling shareholder
of the Group, providing a strong backup for the Group to
explore new ventures. The Group instantly begins a new
phase towards rapid growth.

4 TONIC INDUSTRIES HOLDINGS LIMITED Annual Report 2012

AANERRRNBEREBRAR AR (AT EREIA
SEDEFS  MARZAEERL-_T——F
A=t AL BEREUATEEIAFE D Z
FHRLMBEHRE

EEEMRR
—E——FNA-BEZE-—-—F=A=+—
A AEESGEERELEE178,214,0007T &
KRR ABGEBEY AE%62,620,000
7T AFERER S B A B 77,394,000 7T K F
5 #388,444,0007C °

BEN—F  2REEBRRAHBES - KAEEH
EBHROEX TS ENERIEKE - HHRE
#oEREEREREIRENTERZEIE T
FAFNFRE - TERFBRETRREMEFAS
HEXBRN - EEEORINEEBRA(ERH
HARZTHAIERE - REBERAFER - JEF
SIAFHIREE N E R -

TREATE

BEZ AR EEHE T Total AllyRAFIR —ZT— — 4
A+hBRERER  REASS  MHEHERE
HEROWIES RAMERREEBH LS
MBS R E AR AR ERLER
EORREEBTORREURETKNENA B
o

—T--FhAtER - AJRERAREERARET
BEBAN—X - FREAMBEBERRER
B R EZERR N BER LR (MBERBEZER])
AEAREH - KAKBRRMEFNERELSE -
AREBBE 2 SHBIRERENTRFE



CHAIRMAN'S STATEMENT
EERE

BUSINESS STRATEGY

The Group will strive to operate and expand the existing
businesses, optimize the consolidation of internal
resources as well as further adjust the business strategies
to cater for changes in market demand so as to enhance
the overall operating efficiency of the company. The
Group will also explore into other business. As is
permitted by law, it will be fully leverage the competitive
edge of the dual platforms and multi-channel of the
Group in the domestic and international markets to
secure a higher return as well as business with more
growing potential.

FINAL DIVIDEND

The Board does not recommend payment of a final
dividend in respect of the year ended 31 March 2012
(2011: Nil).

APPRECIATION

On behalf of the Board, | wish to thank our customers,
business partners and staff for their trust and support
during last year and would appreciate your continued
support for the Group’s development in the future.

As the Chairman of the Board, | would also like to
express our sincere gratitude to our shareholders for their
unfailing support and in approving the major changes
of the Group. | believe and have confidence that we will
create better return for the shareholders in the future.

Huang Peikun
Chairman

29 June 2012
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EXECUTIVE DIRECTORS

Mr. Huang Peikun, (Chairman), aged 50, joined the
Company as an executive Director on 2 June 2012 and
was elected Chairman of the Company on 29 June 2012.

Mr. Huang has been serving as the chief financial officer
and the director of CMPD since July 2005. Mr. Huang is a
chief financial officer of Shenzhen China Merchants Real
Estate Co., Ltd. (RYIBEREHEARR A F]) and CMPD. He
is also a director of Eureka Investment Company Limited.
(“Eureka”). Prior to joining CMPD, Mr. Huang worked
as a manager of the finance department and a chief
accountant at Shenzhen China Merchants Petrol Chemical
Co., Ltd. (FRIIFEEALAER AT, a chief accountant at
Shenzhen China Merchants Real Estate Co., Ltd.* &I
HrEEmEAR AR and a chief financial officer and a
deputy general manager at China Merchants Landmark
(Shenzhen) Co., Ltd. CRYNTHEEEIZER A F]). Mr.
Huang received a master degree in management from
Zhejiang University (77T K22) and is a Senior Accountant
of the People’s Republic of China (the “PRC").

Mr. Huang obtained the degree of Executive Master of
Business Administration with The Hong Kong University
of Science and Technology in June 2012.

Dr. So Shu Fai, aged 61, joined the Company as
an executive Director and chairman of the Executive
Committee on 11 December 2010 and was elected
Chairman of the Company on 31 December 2010.

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

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

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

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

Dr. So resigned his position as chairman of the Board and
all his Board Committee positions on 23 June 2012 but
remains an executive Director of the Company.

Mr. Liu Zhuogen, aged 49, joined the Company as an
executive Director on 2 June 2012 and appointed as Deputy
Group General Manager with effect from 29 June 2012.

Mr. Liu has been serving as a director of Eureka since 3
September 2009. Prior to joining Eureka, he worked as a
deputy general manager at Commercial Property Division
of CMPD (HmithEmE EbE T D), an engineer of the
Wharf (Holdings) Limited, a project manager at Kenworth
Engineering Limited (HEATTERIE AR, IRE IR
TARAF"), asales manager at Sanko Technology
Limited (B8 T 2/A 7)) and an engineer at Shekou
Industrial Zone of China Merchants Group (3 /Hi AT
#1[@). Mr. Liu received a bachelor degree in engineering
from the South China University of Technology (ZEFg¥E
T K&), a master degree in engineering from University
of New South Wales, Australia, an MBA under a distance
learning programme jointly offered by Deakin University
and the Association of Professional Engineers, Scientists
and Managers, Australia and a master degree in
accounting under a distance learning programme from
Curtin University of Technology, Australia.
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Mr. Yu Zhiliang, aged 34, joined the Company as an
executive Director on 2 June 2012 and appointed as
Group Chief Financial Officer with effect from 29 June
2012.

Mr. Yu has been serving as a chief financial officer of
China Merchants Property (Xiamen) Co. Ltd. (B @i E
(EP9) BFR A 7)) since 2010. Mr. Yu worked as a director
of China Merchants Properties Development Ltd. (¥B75
BEXAR AT and he was a director of Wahsheung
Finance Ltd. GERgEf# AR A A]). He received a bachelor
degree in accounting from Xiamen University (EF9X
&) and studied an MBA degree in finance at the Chinese
University of Hong Kong. Mr. Yu is an accountant of the
PRC.

Mr. Mak Bing Kau, aged 62, joined the Company as an
executive Director on 11 December 2010 and is also a
member of the Executive Committee of the Company.

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

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

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

Mr. Mak resigned as a Director and all his Board
Committee positions on 23 June 2012.
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Mr. Ng Wai Hung, aged 63, joined the Company as
an executive Director and a member of the Executive
Committee on 11 December 2010.

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

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

Mr. Ng resigned as a Director and all his Board Committee
positions on 23 June 2012.

Mr. Lau Cheuk Lun, aged 57, joined the Company
as executive Director and a member of the Executive
Committee on 11 December 2010. He is also the Chief
Financial Officer and Company Secretary of the Company.

Mr. Lau has worked in Toronto, Canada for CIBA Vision
Canada Inc. for 16 years until 2005, the latest position
being its Chief Financial Officer. In January 2006, Mr.
Lau joined Bio Treat Technology Limited, a publicly listed
company on Singapore Stock Exchange, as Chief Financial
Officer, until June 2010.
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Mr. Lau holds several accounting designations namely,
A.C.A (England and Wales), C.P.A. (Hong Kong) and
F.C.C.A. (UK.

Mr. Lau resigned as a Director and all his Board
Committee positions on 23 June 2012 and the position of
Company Secretary on 29 June 2012.

NON-EXECUTIVE DIRECTOR

Ms. Liu Ning, aged 44, joined the Company as a non-
executive Director on 2 June, 2012.

Ms. Liu has been serving as the secretary of the board
of directors of CMPD since 2008. Ms. Liu has 14 years’
experience in securities industry. She was appointed as a
representative for securities affairs of CMPD in 2001 and
a director of secretariat of the board of CMPD in 2004.
Ms. Liu is currently an independent director of three
companies which are listed on Shenzhen Stock Exchange,
including Tianjin Zhonghuan Semiconductor Co., Ltd.
(REFRRFEERMEMRAF) (Stock Code: 002129),
Shenzhen Jinxinnong Feed Co., Ltd. O&YI& 2 &E
& BR AR (Stock Code: 002548) and Shenzhen
Changfang Light Emitting Diode Lighting Co., Ltd. (&3l
mR77+EERRARN AR AR (Stock Code: 300301).

Ms. Liu received a bachelor degree in mechanical
manufacturing from Central South University of Forestry
and Technology (FFRMERIHTKE). She completed
a post-graduate course in Department of Business
Administration of Business School of Nankai University (9
PRS2 BN S T EEEXMITERIR) in 2000 and
subsequently obtained an MBA from Macau University of
Science and Technology. Ms. Liu is a Certified Economist
of the PRC.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Dr. Wong Wing Kuen, Albert, aged 61, joined the
Company as an independent non-executive Director on 2
June 2012.

Dr. Wong is currently the managing director of Charise
Financial Planning Limited, a private professional
consulting firm in Hong Kong. He is also serving as an
independent non-executive director of APAC Resources
Limited, a company listed on the Stock Exchange (Stock
Code: 1104), an independent non-executive director
of Solargiga Energy Holdings Limited, a company listed
on the Stock Exchange (Stock Code: 757) and a non-
executive director of Rare Earths Global Limited, a
company listed in AIM market of the London Stock
Exchange.

Dr. Wong holds a Doctor of Philosophy in Business
Administration degree from the Bulacan State University,
Republic of the Philippines. Dr. Wong received a
bachelor degree in commerce from a joint programme of
Shenzhen University (Z3I[X2) and Clayton University,
Missouri, USA. He also received both a bachelor degree
and a master degree in business administration from
Nottingham Trent University, UK. Dr. Wong is a fellow
member of the Institute of Chartered Secretaries and
Administrators, a fellow member of the Hong Kong
Institute of Chartered Secretaries, a fellow member of the
Taxation Institute of Hong Kong, a member of the Hong
Kong Securities Institute, a fellow member of Association
of International Accountants, a fellow member of
Society of Registered Financial Planners, Hong Kong,
a member of the Chartered Institute of Arbitrators, an
associate member of the Chartered Institute of Bankers in
Scotland and a full member of Macau Society of Certified
Practising Accountants. Dr. Wong is a Registered Financial
Planner of Hong Kong, a certified tax adviser of Hong
Kong, a certified accountant of Australia and Ireland and
a Registered Financial Planner (level two) of the PRC.
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Ms. Chen Yanping, aged 54, joined the Company as an
independent non-executive Director on 2 June 2012.

Ms. Chen is currently a professor of Architecture and
Urban Planning School of Shenzhen University (31K
e BHH £ 2867). From October 2007 to November 2011,
she was an independent director of CMPD. Ms. Chen
received both a bachelor degree and a master degree in
architecture and urban planning from Tongji University ([A]
JEARE). Ms. Chen has worked at University of California,
Los Angeles as a visiting scholar. Ms. Chen is a Certified
Metropolitan Planner of the PRC.

Dr. Shi Xinping, aged 54, joined the Company as an
independent non-executive Director on 2 June 2012.

Dr. Shi is currently the associate professor of Department
of Finance and Decision Sciences at the Hong Kong
Baptist University. He is also an independent non-
executive director of China Technology Development
Group Corporation (FEIEHE & E), a company listed on
Nasdaq (Stock Code: CTDC). From July 2001 to October
2007, he was an independent director of CMPD. Dr.
Shi received a bachelor degree from North-western
Polytechnic University (Xi'an, the PRC) in 1982, an MBA
from Lancaster University, UK in 1990 and a PhD degree
from Middlesex University, UK in 1995.

Mr. Pang Hon Chung, aged 61, was appointed an
independent non-executive Director of the Company on 3
September 1997.

A qualified professional accountant for many years, Mr.
Pang has long and extensive experience in the areas of
finance and business management in serving clients and
international corporations. He is a director of Genetron
Engineering Co., Limited and the Senior Director of Grace
HK CPA Limited, an independent member firm of the
worldwide UHY group of practising accountants.

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

Mr. Pang resigned as a Director and all his Board
Committee positions on 23 June 2012.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

EENREREEAEEE

Mr. Cheng Tsang Wai, aged 56, was appointed an
independent non-executive Director of the Company on
27 September 2004.

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

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

Mr. Cheng resigned as a Director and all his Board
Committee positions on 23 June 2012.

Dr. Chung Hing Wah, Paul, aged 66, was appointed an
independent non-executive Director of the Company on
26 June 2006.

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

Dr. Chung holds a Doctor of Business Administration
degree from Newport University, USA, in 2002.

Dr. Chung resigned as a Director and all his Board
Committee positions on 23 June 2012.

BMERLEE  HESem R _TZEEFAA
T+ REZERARRZBIUIFNTES -

BEERKRKREBRNFLR - RABERE
ERRGEARARZES -

BEAN - IR BRI XERIT I M ERRRTT TR
WEREEEZERARERZERME Give Me
Five [EHTEEZES -

AR —_E——F A+ =HEEIEENRD

- = W o S VA

EEERELT BFeom N_TTRFRA
THRBARZERA AR HEBLIERITES -

BETHARISFAERBZITH - EE - &
7 HEREERLR BITEAEBBRIOFRT
B2t J2 AR B s e R R 2 SF I B R K
ERFBRBE LR BREERZEERA MK
RS IS BRI s R EE R AN - TR APC
Consultancy Ltd. 2 EE L EEER o

BETR _TZT - FEEENewport University
BRIEEEBELEM -

BELIN T —FRA-_T=ZHBREEFLIR
EEZEe 7B -

TR -TFFR RHIBEERERLR 13



DIRECTORS AND SENIOR MANAGEMENT PROFILE
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SENIOR MANAGEMENT

Ms. Chan Wing Yan, aged 32 joined the Company on
18 June 2012 and was appointed Company Secretary
with effect from 29 June 2012 in addition to her role
as Deputy Group Chief Financial Officer and General
Manager-Finance Department of the Company.

Ms. Chan is a professional accountant with ten
years' experience in various accounting, finance and
management positions. These include more than seven
years with Deloitte Touche Tohmatsu to the rank of
accountant, senior accountant and manager before taking
up the position of Senior Finance Manager at Apollo Solar
Energy Technology Holdings Limited immediately before
joining the Company.

Ms. Chan graduated from City University of Hong Kong
with a bachelor’s degree in accounting in July 2002. She
is a member of both Hong Kong Institute of Certified
Public Accountants and Association of Chartered Certified
Accountants of the United Kingdom.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEREN WD

BUSINESS REVIEW

Group Results

During the year, the Group recorded a turnover of
HK$178.2 million (2011: HK$77.4 million) and a loss
attributable to equity holders of the Company of HK$62.6
million (2011: profit attributable to equity holders of the
Company of HK$388.4 million).

However, the loss was mainly arrived at after debiting
non-cash provision of impairment on assets of HK$26.9
million and crediting a gain of HK$8.9 million for the
deconsolidation of a liquidating subsidiary. As there was
a net credit of HK$460.6 million of non-cash items for
the previous year, like for like comparison and before
such non-cash debit/credit for the year would be loss of
HK$44.6 million for the year ended 31 March 2012 and
loss of HK$72.2 million for the year before.

Post-Group Restructuring

Following the successful completion to restructure
the Group at the end of December 2010, as detailed
in the circular of the Company dated 28 June 2010
to shareholders, the Group was in a much leaner and
healthier position free from litigations and under a new
management.

Starting from the beginning of the year under review,
the policy to shift market emphasis to the Middle East
was proved the correct move. Annual turnover increased
to HK$178.2 million for the year ended 31 March 2012
(2011: HK$77.4 million). However, the very high fixed
production costs resulted in the net loss before non-cash
extraordinary items, finance costs and tax to HK$31.3
million (2011: HK$34.3 million).
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MANAGEMENT DISCUSSION AND ANALYSIS
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Business Development

Apart from attempts in marketing and product
diversification to increase revenue, the Group also looked
into ways to rectify the high costs situation caused by the
idle capacity of the production arm of the Group.

Efforts on the latter only materialized on 19 April 2012
when Total Ally Holdings Limited (“Total Ally”), an
indirectly wholly-owned subsidiary of the Company,
which owned the manufacturing arm of the Group,
was put under voluntary liquidation, as detailed in the
announcement of the Company dated 19 April 2012.
The Group now has the option to choose manufacturing
facilities which offer better prices.

Prospects

The directors of the Company (the “Directors”) consider
that the voluntary liquidation of Total Ally would provide
an opportunity for the Group to have a more cost
effective structure by subcontracting the manufacturing
works to subcontractors in order to avoid absorbing any
unnecessary idle overhead costs. In addition, it would lay
a foundation for the Company to continue its existing
trading and manufacturing (by way of subcontracting
arrangement) of various types of consumer electronic
products businesses in a more commercially feasible
manner. Therefore it is the intention of the Group to
continue with its existing principal businesses including
but not limited to its trading and manufacturing business
of consumer electronics products. However, the Group
may explore other business opportunities involving
but not limited to existing trading and manufacturing
business and consider whether to make any acquisition
or investment in assets and/or business or cooperate with
other business partners of the Group in order to enhance
its growth and future development.
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MANAGEMENT DISCUSSION AND ANALYSIS
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LIQUIDITY AND FINANCIAL RESOURCES
As at 31 March 2012, the net assets value of the Group
attributable to equity holders of the Company amounted
to approximately HK$4.35 million (2011: approximately
HK$58.5 million). The reduction has been the combined
results of operation loss and impairment of assets during
the year.

As at 31 March 2012, the trade receivable balance was
approximately HK$9.2 million (2011: HK$9.8 million). All
trade receivables were on 30 to 90 days credit terms with
strict control to minimize credit risks.

As at 31 March 2012, the Group’s aggregated borrowings
were approximately HK$203.6 million (2011: HK$268.5
million).

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

EMPLOYEE REMUNERATION AND
RELATIONS

The Group remunerates the employees by reference to
their qualification, experience, responsibilities, profitability
of the Group and current market conditions.

As at 31 March 2012, the Group had 310 (2011:320)
employees in Hong Kong and the PRC.

The Group's total expenses on salaries, wages and
allowances for the year ended 31 March 2012 was
approximately HK$18.3 million (2011: HK$16.8 million).
Apart from basic salaries and wages, fringe benefits such
as contributions to the mandatory provident fund, group
medical insurance and group personal accident insurance
also offered to the employees. The Group also operates a
share option scheme to reward and encourage long term
contributions from employees. No grant of such share
options were made during the year.
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REPORT OF THE DIRECTORS
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The Directors present their report and the audited
financial statements of the Group for the year ended 31
March 2012.

PRINCIPAL ACTIVITIES

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

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

RESULTS AND DIVIDENDS

The Group's loss for the year ended 31 March 2012 and
the state of affairs of the Company and of the Group as
at that date are set out in the financial statements on
pages 44 to 118.

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

RESERVES

Details of movements in the reserves of the Company and
of the Group during the year are set out in note 31 to the
financial statements and in the consolidated statement of
changes in equity, respectively.

DISTRIBUTABLE RESERVES

In the opinion of the directors, the Company’s reserves
available for distribution represent the share premium
account, contributed surplus and retained profits. At 31
March 2012, the Company did not have reserves available
for cash distribution and/or distribution in specie.
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REPORT OF THE DIRECTORS

ESTHRE

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest customers in aggregate
accounted for approximately 97% of the total revenue
of the Group and the largest customer accounted for
approximately 48% of the total revenue of the Group.

Purchases from the Group’s five largest suppliers in
aggregate and the largest supplier accounted for
approximately 64% and 28% of the total purchases for
the year, respectively.

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

FIVE-YEAR FINANCIAL SUMMARY

A summary of the published results, assets and liabilities
of the Group for the last five financial years, as extracted
from the audited financial statements and restated/
reclassified as appropriate, is set out on page 119. This
summary does not form part of the audited financial
statements.

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

SHARE CAPITAL

Details of movements during the year in the Company’s
share capital is set out in note 30 to the financial
statements.

PRE-EMPTIVE RIGHTS

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

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

Executive directors:

Mr. Huang Peikun (appointed on 2 June 2012,
Chairman from 29 June 2012)

Dr. So Shu Fai (Chairman up to 22 June 2012)

Mr. Liu Zhuogen (appointed on 2 June 2012)

Mr. Yu Zhiliang (appointed on 2 June 2012)

Mr. Mak Bing Kau (resigned on 23 June 2012)

Mr. Ng Wai Hung (resigned on 23 June 2012)

Mr. Lau Cheuk Lun (resigned on 23 June 2012)

Non-executive Director:
Ms. Liu Ning (appointed on 2 June 2012)

Independent non-executive Directors:

Dr. Wong Wing Kuen, Albert (appointed on 2 June 2012)
Ms. Chen Yanping (appointed on 2 June 2012)

Dr. Shi Xinping (appointed on 2 June 2012)

Mr. Pang Hon Chung (resigned on 23 June 2012)

Mr. Cheng Tsang Wai (resigned on 23 June 2012)

Dr. Chung Hing Wah, Paul (resigned on 23 June 2012)

In accordance with Article 119 of the Company’s articles
of association, Mr. Huang Peikun, Mr. Liu Zhuogen,
Mr. Yu Zhiliang, Ms. Liu Ning, Dr. Wong Wing Kuen,
Albert, Ms. Chen Yanping and Dr. Shi Xinping will
retire at the first general meeting of the Company after
their appointment. Being eligible, they have offered
themselves and the Board has recommended them for re-
appointment at the forthcoming Annual General Meeting
to be held on 28 August 2012.

The terms of office of non-executive Directors Mr. Cheng
Tsang Wai and Dr. Chung Hing Wah, Paul were for
periods of three years while Mr. Pang Hon Chung was not
appointed on a fixed term.
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DIRECTORS (continued)

The other non-executive Directors, viz. Ms. Liu Ning, Dr.
Wong Wing Kuen, Albert, Ms. Chen Yanping and Dr.
Shi Xinping, who were appointed on 2 June 2012 were
not appointed on a fixed term. Their appointment are
terminable by either party giving three months’ notice. In
addition, all non-executive Directors will retire by rotation
at least once every three years in accordance with the
Company’s articles of association.

The Company has received annual confirmation of
independence from Mr. Pang Hon Chung, Mr. Cheng
Tsang Wai and Dr. Chung Hing Wah, Paul, and considers
them to be independent up to the date of their
resignation on 23 June 2012.

DIRECTORS’ BIOGRAPHIES

Biographical details of the Directors of the Company are
set out on pages 6 to 13 of the annual report.

DIRECTORS SERVICE CONTRACTS

None of the Directors has entered into a service
contract with the Company or any of its subsidiaries.
Appointments with the Directors are terminable by either
party giving three months’ notice. Therefore, none of
the Directors proposed for re-election at the forthcoming
annual general meeting has a service contract with the
Company, its holding company or any of its subsidiaries
which is not determinable by the Group within one year
without payment of compensation, other than statutory
compensation.

DIRECTORS' REMUNERATION

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

SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

At 31 March 2012, the interests of the Directors in
the share capital of the Company and its associated
corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")), as recorded
in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to the
Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code"), were as follows:
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Long positions in ordinary shares of the AAFEBBERZHRE
Company
Percentage of
the Company’s
Number of issued share
ordinary capital
Name of director Nature of interest shares held EEATE
BEEHE EEtE FREEERYE BITREAEIL
So Shu Fai Through controlled 739,164,898 69.18
a3 corporations (Note)

B ES 2 XA (M)

Cheng Tsang Wai Personal 162,600 0.02
=S 1A
739,327,498 69.20

Note: These shares were held by Skill China Limited, which is
controlled by Fortune Alliance Group Limited and in turn
controlled by Jointprofit Limited, which is beneficially wholly
owned by Dr. So Shu Fai, an executive director of the
Company. Skill China Limited, Fortune Alliance Group Limited
and Jointprofit Limited are companies incorporated in the
British Virgin Islands.
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DIRECTORS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES (continued)

Save as disclosed above, as at 31 March 2012, none of
the Directors had registered an interest or short position
in the shares, underlying shares or debentures of the
Company or any of its associated corporations that was
required to be recorded pursuant to Section 352 of the
SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

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

DIRECTORS’ INTERESTS IN CONTRACTS
OF SIGNIFICANCE

Save as disclosed in note 35 to the financial statements,
no contract of significance to which the Company, its
holding company, or any of its subsidiaries was a party
in which any director had a material interest, whether
directly or indirectly, subsisted at the end of the year or
any time during the year.

SHARE OPTION SCHEME

The old share option scheme of the Company expired on
16 October 2007 with no un-exercised options granted as
at 31 March 2011.

A new share option scheme was adopted at the annual
general meeting of the Company held on 27 September
2011 (the “2011 Share Option Scheme”) for the purpose
of providing incentives and rewards to eligible participants
who have contributed to the success of the Group’s
operations. No grants under the 2011 Share Option
Scheme were made during the year ended 31 March
2012.
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REPORT OF THE DIRECTORS
EEERE

SUBSTANTIAL SHAREHOLDERS" AND
OTHER PERSONS’ INTERESTS IN SHARES
AND UNDERLYING SHARES

At 31 March 2012, the following interests of more than
5% of the issued share capital of the Company were
recorded in the register of interests kept by the Company
pursuant to Section 336 of the SFO:

Number of ordinary shares held

FTERRREMALTRERS RIEE
W17 2 s

RIBE-—ZHF=A=+—0  ZHENERERE
B MERAIEBHRFEZ BB LM A
NAEIDEITIRAS%IA 2 ERIT

Percentage of
the Company's

FEERREA issued share
Capacity and nature Long Short capital
Name of interest position position EERDRCET
L S RERME e KR ENERl
Skill China Limited (Note) Beneficially interested 739,164,898 - 69.18%
ERERDA(MT) BaEs
Fortune Alliance Group Limited (Note)  Through controlled corporation 739,164,898 - 69.18%
BREEERRR(H) HXEHRAARE
Jointprofit Limited (Note) Through controlled corporation 739,164,898 - 69.18%

ARAERARML) BXEHARRE

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

Save as disclosed above, as at 31 March 2012, no person,
other than the directors of the Company, whose interests
are set out in the section “Directors’ Interests and Short
Positions in Shares and Underlying Shares” above, had
registered an interest or short position in the shares or
underlying shares of the Company that was required to
be recorded pursuant to Section 336 of the SFO.

CONNECTED TRANSACTIONS

Details of the connected transactions of the Company are
set out in note 35 to the financial statements.

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY'S LISTED SECURITIES
During the year, neither the Company, nor any of its
subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.
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REPORT OF THE DIRECTORS
ESTHRE

SUFFICIENCY OF PUBLIC FLOAT

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

EVENTS AFTER THE REPORTING PERIOD
(a) Voluntary liquidation of a subsidiary - Total
Ally
Please refer to note 36(a) to the financial statements.

(b) Change of controlling shareholder
Please refer to note 36(b) to the notes to the
financial statement.

(c) Change of board composition
Please refer to note 36(c) to the financial statements.
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REPORT OF THE DIRECTORS

EEERE

EVENTS AFTER THE REPORTING PERIOD

(continued)

(c) Change of board composition (continued)

Below is the changed board composition and the role and
functions of the Directors with effect from 23 June 2012.

Executive Directors

Mr. Huang Peikun (Chairman, elected 29 June 2012)
Dr. So Shu Fai

Mr. Liu Zhuogen

Mr. Yu Zhiliang

Non-executive Director
Ms. Liu Ning

Independent Non-executive Directors
Dr. Wong Wing Kuen, Albert

Ms. Chen Yanping

Dr. Shi Xinping

There are 3 Board Committees. The table below lists the
role(s) of Directors in these Board Committees.

WREHBEREE @)

(0 EFEREARDD )
BT —#NA-TZRE EEEEEEN
B - EHEE 2 AR -

HITES
SIS
ﬁﬁmﬁﬁi
2| BRI
REREE

ZFENAZTNAREE)

FUITES
Bzt

BYFHTES
ToxEEL
BRACS 22t
SHEFEL

EFeTR=EZEE - TREVNHLEBESHSE
LR B EENB -

Audit Nomination Remuneration
Committee Committee Committee
Name of Director EERA EVEEE REZEEE FMEEE
Mr. Huang Peikun HEH A Chairman=JE Memberfk 8
Ms. Liu Ning Bl=L+ Membergk 8
Dr. Wong Wing Kuen, Albert  £x#EH+ ChairmanZ & Memberfk 8
Ms. Chen Yanping PRI+ Membersk &  Chairman=j#
Dr. Shi Xinping EHTFEL Memberfk 8 Membergk 8
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ESTHRE

AUDITORS

During the year ended 31 March 2010, Ernst & Young
resigned as auditors of the Company and ANDA CPA
Limited was appointed by the Directors to fill the casual
vacancy so arose.

At the annual general meeting of the Company held on
28 September 2010, ANDA CPA Limited was re-appointed
as auditor of the Company and again at the annual
general meeting of the Company held on 27 September
2011. There has been no other change of auditors in the
past three years.

ANDA CPA Limited has informed the Company that
it will not seek re-appointment at the forthcoming
annual general meeting. The Board would like to take
this opportunity to thank Anda CPA Limited for its past
professional services.

Upon the recommendation of the Audit Committee, the
Board has approved a resolution to be proposed at the
forthcoming annual general meeting for the appointment
Messrs. Deloitte Touche Tohmatsu as auditor of the
Company at a fee to be agreed by the Directors.

ON BEHALF OF THE BOARD
Huang Peikun
Chairman

Hong Kong
29 June 2012
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CORPORATE GOVERNANCE REPORT

A

COMPLIANCE WITH CODE ON
CORPORATE GOVERNANCE

The board of Directors of the Company (the “Board”)
considers that good corporate governance of the
Company is central to safeguarding the interests of
the shareholders of the Group and enhancing the
performance of the Group. The Board is committed
to ensuring a high standard of corporate governance.
The Company’s corporate governance practices are
based on the principles (the “Principles”) and the code
provisions (the “Code Provisions”) as set out in the Code
on Corporate Governance Practices (the “CG Code”)
contained in Appendix 14 (immediately prior to 1 April
2012) of the Listing Rules.

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

The Company has applied the Principles and the Code
Provisions and complied with the CG Code during the
financial year ended 31 March 2012, with a deviation
from the Code Provisions (i) A.2.1 which requires the
roles of the chairman and chief executive be in different
individuals, (ii) Code Provision A.4.1 which requires non-
executive directors be appointed on specific terms and
subject to re-election and (iii) A.4.2 which requires all
directors to retire by rotation at least once every three
years. Reasons for such deviations are given below under
appropriate headings.

Set out below are the status and details of compliance
by the Company of the CG Code for the year ended 31
March 2012.
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CORPORATE GOVERNANCE REPORT

o At

THE BOARD

Board composition

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

The list of all Directors by category and changes thereto
during the year and until the publication of this report, is
set out on page 20 under “Report of the Directors”. The
biography of the Directors are set out on pages 6 to 13 of
this annual report.

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

Save for the fact that Dr. So Shu Fai was a substantial
shareholder of the Company, as defined in section
336 of the SFO and Mr. Cheng Tsang Wai beneficially
owned 162,600 shares in the Company, to the best of
knowledge of the Directors, the Board members have no
other financial, business, family or other material/relevant
relationship with each other, senior management or
substantial shareholders or controlling shareholders of the
Company.

During the year ended 31 March 2012, the Board at all
times met the requirements of the Listing Rules relating
to the appointment of at least three independent non-
executive directors.

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

A

THE BOARD (continued)

Board meetings

Board meetings were held at least four times during
the year roughly on a quarterly basis. Dates for regular
Board meetings are scheduled in advance to provide
sufficient time for the Directors to prepare for. Special
Board meetings were held when necessary. Notifications
of meeting were be given at least fourteen days before
the meetings. Directors are consulted for matters to be

=307 )

EEEER

EEENFARIRITMOAER  HEFTHRT—
R BREHEr BITHBELR  BEEM
BERRHEAFSIELEE BlESeHEY
BRET - H2BERERERETEEI+T
KL - EBREMBEZEE SHRES
ZER WRERENBITEZMN=RELEH
B -BAEEE-_ T —HF=ZA=1t—HULEE

included in the agenda and Board papers will be served 2 HJEIERAT :
at least three days before the meeting. Details of the
attendance of the Board meetings held for the year ended
31 March 2012 were as follows:
Attendance/

Number of Meetings
Name of Director EEgR HEEREE
Executive Directors HITEEF
Dr. So Shu Fai (Chairman) RS (2 5/6
Mr. Mak Bing Kau BEIRER S 6/6
Mr. Ng Wai Hung hiEHE LA 6/6
Mr. Lau Cheuk Lun BBt 6/6
Independent Non-executive Directors BIINITEE
Mr. Pang Hon Chung TEREAE 6/6
Mr. Cheng Tsang Wai H (R 5/6
Dr. Chung Hing Wah, Paul B+ 5/6
Minutes of the Board, the Audit Committee, the EZF® EZZEE FWZEESLRITZES

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

Directors can access to the advice and services of the
company secretary to ensure that Board procedures and
applicable rules and regulations are followed.
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THE BOARD (continued)

Board meetings (continued)

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

CHAIRMAN AND CHIEF EXECUTIVE

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

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

Dr. So was the Chairman of the Board while the position
of chief executive has been left vacant throughout the
year. The Board considered it appropriate and necessary
in the best interests of the Company and the Group that
board leadership and executive management, comprising
all four executive Directors, be in the same individual
to be able to react quickly in response to market
environment and technology changes, in particular, the
Group has been facing these recent years.
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CORPORATE GOVERNANCE REPORT

A

NOMINATION, APPOINTMENT,
RE-ELECTION AND REMOVAL OF
DIRECTORS

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

Code Provision A.4.1 stipulates that non-executive
Directors should be appointed for a specific term, subject
to re-election. Except for Mr. Pang Hon Chung, an
independent non-executive Director of the Company,
all other non-executive directors have a specific term of
appointment. Under the Company’s articles of association
(the "Articles”), all non-executive Directors are required
to retire by rotation at the annual general meeting at
least one every three years. The Board considers this
requirement under the Articles accomplishes the same
objective as the requirement of a specific term.
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CORPORATE GOVERNANCE REPORT
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NOMINATION, APPOINTMENT,
RE-ELECTION AND REMOVAL OF
DIRECTORS (continued)

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

RESPONSIBILITIES OF DIRECTORS

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

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

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

The functions of non-executive Directors have included
the functions as specified in the Code Provision A.5.2(a)
to (d) of the CG Code.
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CORPORATE GOVERNANCE REPORT

A

DELEGATION BY THE BOARD

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

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

SUPPLY OF AND ACCESS TO
INFORMATION

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

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

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

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

(a) Guidelines on Directors’ Duties;

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

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

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

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

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

(g9) A copy of the Company’s Corporate Governance
Handbook.

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

DIRECTOR’ SECURITIES TRANSACTIONS

The Group has adopted its code of conduct for securities
transactions by Directors of the Company on terms no
less exacting than the required standard set out in the
Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) as set out in Appendix
10 of the Listing Rules. Having made specific enquiry to
all Directors, the Company confirms that all Directors
have complied with the required standard set out in the
Model Code throughout the year ended 31 March 2012.
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REMUNERATION OF DIRECTORS

The respective remuneration to the Directors has been
determined by the Remuneration Committee of the Board
with reference to their qualifications, experience, job
responsibilities, market conditions and the performance
of the Company.

REMUNERATION COMMITTEE

The Remuneration Committee of the Board has been set
up with written terms of reference which are published on
the website of the Company. A majority of the members
of the Remuneration Committee are independent non-
executive Directors. This committee is authorized by the
Board and makes recommendations to the Board on
the Company’s policy and structure for all remuneration
of Directors and senior management. Details of the
attendance of the meeting for the year ended 31 March
2012 were as follows:

EEHM

%Xﬁz%’rﬁﬂlﬁﬂé%AZﬁﬁﬁM BE2ERE
ZEBE &5 BE TARARRRRKE
T o

¥yMEES
ExevFMEEecfIEEmBEEE e
RARBBUETIE - HFMZEGARZHKED A
BYIFITES - EZ?E“‘*EE?%AT%% Wk
BARRIEZNSREREFHBRNIRESE
HRAZBFERLHEBER -B8E2-F——F=7
St -HLEFEZERHFHBOT

Attendance/
Members of the Number of Meeting
Remuneration Committee FMHEEERE HEEREE
Mr. Cheng Tsang Wai (Chairman) WERLE TR 3/3
Mr. Pang Hon Chung ZER L 3/3
Dr. So Shu Fai BB tE 4 3/3

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

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

The Directors acknowledge their responsibility for keeping
proper accounting records and preparing accounts which
give a true and fair view for the year ended 31 March
2012.

The statement of the external auditors of the Company
about their reporting responsibilities on the financial
statements is set out in the “Independent Auditors’
Report” on pages 41 to 43.

INTERNAL CONTROL

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

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

B R
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INTERNAL CONTROL (continued)

The Audit Committee reviews the effectiveness of the
internal control of the Group. The finance department
carries out annual risk assessment on each audit area
and derives an annual audit plan according to their risk
rankings. After the audit plan is reviewed and agreed
by the Audit Committee, an external professional
firm was engaged to conduct the review and make
recommendations for improvements. Such review report
was submitted to the Audit Committee. Copy of the
minutes of Audit Committee meeting will also be sent to
the Board for information.

AUDIT COMMITTEE

The Audit Committee of the Board has been set up
with written terms of reference which are published
on the website of the Company. The Audit Committee
comprises two independent non-executive Directors
and one non-executive Director. Dr. Wong Wing Kuen,
Albert, chairman of the Audit Committee, has the
appropriate professional qualification and experience in
financial matters as required by the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing
Rules”). This committee is authorized by the Board and
is responsible for reviewing the financial reports, internal
control principles and for maintaining an appropriate
relationship with the Company’s auditors. Details of the
attendance of the Audit Committee meetings held during
the year ended 31 March 2012 were as follows:

A EBEEIE ()

ERE S @H AEENIEE Y WEL o M
PRt R BT EEARTHEURIEHE
BB G1S HEE B8 - B ACERE
BeRiTAEE NS EE AT ST
TR A RN SR HEEER - RERR
EXSEEREES c EREESRBEIBAA
TEEEESSH -

EREES
EXRevERZEeCfITEmREEE  XE
RARRIREUETIE - BZZ B EmMAE LI
TEER—BIFWTEFEX - BREZEGTR
TEEINMHEERTEARRIAES LT
BRATEFRAUDFAREZAEERERIE
o %ZBemESERE  AREHYBR
& NEREEER B R EA D R EEN R EE R
B-BE_FT-——F=-A=THILFEHTZ
BEZZBEERLFREFBOT

Attendance/

Number of Meeting

Members of the Audit Committee EREEERE HE EEEE
Mr. Pang Hon Chung (Chairman) TEPREER) 3/3
Mr. Cheng Tsang Wai BEBERE 2/3
Dr. Chung Hing Wah, Paul EEEELT 3/3
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AUDIT COMMITTEE (continued)

The Audit Committee met with the external auditors
during the year to discuss any areas of concern during
the audits. The Audit Committee reviewed the interim
and annual reports before submission to the Board. The
Audit Committee focuses not only on the impact of the
changes in accounting polices and practices but also on
the compliance with accounting standards, the Listing
Rules and relevant legal requirements.

The Audit Committee has not taken a different view
from the Board regarding the selection, appointment,
resignation or dismissal of the Company’s external
auditors.

The Company’s annual results announcement on 29
June 2012 for the year ended 31 March 2012 have been
reviewed by the Audit Committee.

AUDITORS' REMUNERATION

During the year under review, the remuneration in respect

EREESW)
ER - BREBCRINERNMER - HHER
BISRIAEHEE BRS8N hHREE

BEREEEGACETEN - BERZBESTE
FINeFRRRENES 2 FE  TeETE
SR ETRAIRGEARERE

ERZBERARRINERBEI 2 BE BT
BIXRLEEFEVEFTATR -

RARRZE—ZF AT HLAEHEE=Z
——ECZ AR EELECMER
ZREEH -

B B EM  BA
REREFR - ARARBMRERHAEHHAE

of professional services provided by the Company’s [RRAFHRHEZERE ZHMESIIMOT
auditor, ANDA CPA Limited, is set out as follows:
(HK$'000)
(BT )
Audit services BIZR 552
Non-audit services FEEXLRE 124
EXECUTIVE COMMITTEE HITEEE

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

BERQHTLRESCH EEMRESE I
RARBBIETIE - HITEZESMEREHR/H
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EXECUTIVE COMMITTEE (continued)

The Executive Committee regulates its meetings as they
are needed. During the year ended 31 March 2012,
because of the frequent meetings of the Directors, formal
meetings of the Committees were held only twice with all
four executive Directors present. Details of the attendance
of the Executive Committee meetings held during the
year ended 31 March 2012 were as follows:

HITEES W)
HTEEENEERARER Y - RBEE-T
——E=ZA=+—AILEE  GREEERHAE
T HRENAHTEELE Y EEeIRe R
EEMRAMK BE-_TE——F=A=1+—HItF
Ry HTEEeeRLETHIENT :

K

Attendance/

Number of Meetings

Members of the Executive Committee HITEESRE HiEEEEE

Dr. So Shu Fai (Chairman) EEEE e 2/2

Mr. Mak Bing Kau PRk A 2/2

Mr. Ng Wai Hung hiEHEE 2/2

Mr. Lau Cheuk Lun Rt 2/2
SECURITIES TRANSACTION BY THE EREEETESFRS

RELEVANT EMPLOYEES

Under the Code Provision A.5.4 of the CG Code, the
Board has established written guidelines on no less
exacting terms than the Model Code for Directors and
relevant employees in respect of their dealings in the
Company’s securities. “Relevant employee” includes any
employee of the Group or a Director or employee of a
subsidiary or holding company of the issuer, because of
such office or employment, is likely to be in possession
of unpublished price sensitive information in relation to
the Group and its securities. Having made specific enquiry
to all Relevant Employees, the Company confirms that
all Relevant Employees have complied with the written
guidelines regarding securities transactions during the
year ended 31 March 2012.

CORPORATE COMMUNICATION

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

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

B ZEARE

ANDA

CPA Limited
RESQHMEBMBERALE

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

We have audited the consolidated financial statements of
Tonic Industries Holdings Limited (the “Company”) and
its subsidiaries (collectively referred to as the “Group”) set
out on pages 44 to 118, which comprise the consolidated
and Company statements of financial position as at 31
March 2012, and the consolidated income statement,
consolidated statement of comprehensive income,
consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies
and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

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

B ZEENRE

AUDITOR'S RESPONSIBILITY

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

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

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

B ZEARE

OPINION

In our opinion, the consolidated financial statements
give a true and fair view of the state of affairs of the
Group and the Company as at 31 March 2012, and of
the Group’s results and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance
with the disclosure requirements of the Hong Kong
Companies Ordinance.

ANDA CPA Limited

Certified Public Accountants

Sze Lin Tang

Practising Certificate Number P03614
Hong Kong, 29 June 2012
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CONSOLIDATED INCOME STATEMENT

mEWamk

wh =9 ﬁﬁ

For the year ended 31 March 2012
AR —ZF——F=A=1—HIFE

2012 2011
—B—=F —T——%
Notes HK$'000 HK$000
Kiat BET T BT

Turnover [0 8 178,214 77,394
Cost of sales SHE R (181,272) (75,007)
Gross (loss)/profit E(18) F (3,058) 2,387
Other income E A 9 3,502 4,590
Selling expenses and distribution SHE S R SRR

costs (766) (897)
Administrative expenses ITE (31,031) (40,315)
Provision for impairment of assets BEREERE (26,870) (2,281)
Provision against inventories TFERBE - (2,516)
Gain on deconsolidation of a BUE— RSB EB A A

liquidating subsidiary A ANERZ W 10 8,911 243,503
Gain on debt restructuring BErEAz WS 11 - 217,108
(Loss)/profit from operations B (EE) R F (49,312) 421,579
Finance costs R =D &N 12 (13,308) (33,135)
(Loss)/profit before tax A AT(E51E) %R (62,620) 388,444
Income tax FTiS®t 13 - -
(Loss)/profit for the year KATEREFE AEG

attributable to equity holders TEE(EE) EF

of the Company 14, 18 (62,620) 388,444
(Loss)/earnings per share sR(ER) 2R
Basic (HK cents per share) EAR(FRBN) 17 (6) 93
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

e 2 H WS R

For the year ended 31 March 2012
BE—F——F=A=+—HIFE

2012 2011
—B—=fF —E——%
Notes HK$'000 HK$'000
izt BT T BETT
(Loss)/profit for the year D BEREEE AEL
attributable to equity holders REE(EE), B
of the Company 14, 18 (62,620) 388,444
Translation differences of foreign BONETE 2 IEN =58
operations 2,821 992
Translation differences reclassified to EUHET 1M B A A4 AMKE
profit or loss upon deconsolidation  E#HiEEEZE 2 E H =4
of scheme subsidiaries - (18,931)
Surplus on property revaluation MEE LB 7,514 35,561
Deferred tax on property VI EGHREELERE -
revaluation reserve:
— Surplus on revaluation —EfRH% (1,879) (8,890)
Other comprehensive income for AEFEMEEWA -
the year, net of tax HBRFE 8,456 8,732
Total comprehensive (loss)/ KAREREE AENS
income for the year RNEEREER)
attributable to equity holders PNt
of the Company (54,164) 397,176
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e B AR R

As at 31 March 2012
R-F—=—F=HA=+—H

2012 2011
—E-—CF —T——4F
Notes HK$'000 HK$'000
Kiat BET T BT
Non-current assets ERBEE
Property, plant and equipment ME - BB KEE 19 203,930 227,411
Current assets REEE
Inventories T8 21 5,499 7,172
Accounts receivables FEUBE X 22 9,215 9,801
Prepayments, deposits and other AR - e REM
receivables el e 23 2,313 2,054
Due from a scheme subsidiary FEUR —RET &P B A FI5kIA 24 - 122,055
Cash and bank balances He RIRTTEF 25 33,683 8,927
50,710 150,009
Current liabilities REBEE
Accounts payables FEfTRRRR 26 570 2,245
Accruals and other payables JEET BB I E At JE T 3R IE 27 25,825 31,038
Borrowings B’g 28 185,570 186,755
Due to a director N —REEIE 24 2,000 1,000
Current tax liabilities BNEARE B A (A - 258
213,965 221,296
Net current liabilities REBAEEEEE (163,255) (71,287)
Total assets less current liabilities EEZERABEE 40,675 156,124
Non-current liabilities ERBAME
Borrowings =4 28 18,000 81,765
Deferred tax liabilities EEFRIARE 29 18,324 15,844
36,324 97,609
NET ASSETS EEZFE 4,351 58,515
Capital and reserves BERREE
Share capital A% A 30 10,685 10,685
Reserves i 31(a) (6,334) 47,830
TOTAL EQUITY RSB 4,351 58,515
Approved by: KR -

Director

EF
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STATEMENT OF FINANCIAL POSITION

B #E RS aR

As at 31 March 2012
R-F——F=HA=+—H

2012 2011
—E-—F —ET——%F
Notes HK$'000 HK$'000
Kz BT T BT
Non-current assets ERBEE
Investments in subsidiaries B AT ZIRE 20 10 10
Current assets REEE
Prepayments, deposits and other TERFIE - R RHEM
receivables FEW FRIE 249 100
Cash and bank balances HE NIBTER 100 -
349 100
Current liabilities RBAE
Accruals and other payables fESH BB R E e IR 2,197 1,516
Due to subsidiaries R NG e 20 10,013 4,572
12,210 6,088
Net current liabilities REEETRE (11,861) (5,988)
NET LIABILITIES EEFH (11,851) (5,978)
Capital and reserves ERN G
Share capital N 30 10,685 10,685
Reserves i 31(b) (22,536) (16,663)
TOTAL EQUITY R (11,851) (5,978)

Approved by:

Director

BFE

AR

Director

BZE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

TEERZER
wh =9 ﬁﬁ

For the year ended 31 March 2012
BE-_F——F=A=+—HIFEF

Attributable to equity holders of the Company

KRARREEAELE
Foreign
Share Property currency
Share premium  Contributed revaluation  translation Accumulated
capital account reserve reserve reserve losses Total
NEER HERE
RE  RGEER HARE ffe ffe 2EFR s
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BT BETT RS BETT BETT
At 1 April 2010 RIB-2%
NA—H 105,789 71,388 280 74,068 71463 (682,298) (423,310)
Total comprehensive income/ ERZEUMA,/
(loss) for the year (FR)pE - - - 26,671 (17.939) 388,444 397,176
Reclassification upon FUENEBLE
deconsolidation of YN
subsidiaries EEip - - - (57,316) - 57,316 -
Capital reorganisation: BRER:
- capital reduction ~BHHIR (104,731) - 104,731 - - - -
- issue of shares Bkl 9,627 75,022 84,649
- share premium -HHRNEE
cancellation - (71,388) 71388 - - - -
- set-off accumulated - ZREEHHE
losses against N
contributed reserve - - (176,399) - - 176,399 -
At 31 March 2011 and RZZ——
1 April 2011 ZA=t+-BR
—2—-f
NA—A 10,685 75,022 - 43,423 (10,476) (60,139) 58,515
Total comprehensive income/ ERZEUMA/
(loss) for the year (BiB)ex - - - 5,635 2,821 (62,620) (54,164)
At 31 March 2012 W_E-—%
=R=1-H 10,685 75,022 - 49,058 (7,655) (122,759) 4,351
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CONSOLIDATED STATEMENT OF CASH FLOWS
AEETRER

For the year ended 31 March 2012
BE—F——F=A=+—HIFE

2012 2011
—E——F —ET——F
Notes HK$’000 HK$'000
izt BET T ¥ FIT
Cash flows from operating REERCHESHE
activities
(Loss)/profit before tax: AT (B % (62,620) 388,444
Adjustments for: BT IEFE
Finance costs BE A 13,308 33,135
Bank interest income RITFEHA (21) (5)
Loss on disposal of items of HEWE - BER
property, plant and equipment RBIER 2B 6 -
Depreciation TE 12,047 17,886
Provision against inventories FEBE - 2,516
Provision for impairment of assets BEREEE 26,870 2,281
Gain on deconsolidation of a BUH— /5 BHE AR
liquidating subsidiary e ARz 10 (8,911) (243,503)
Gain on debt restructuring BEREME 2 W 11 - (217,108)
Operating loss before working HEESEA
capital changes KEEE (19,321) (16,354)
Change in inventories FEEE 1,946 (8,222)
Change in accounts receivables JFEE LT B 0 271 (8,970)
Change in prepayments, deposits  TEZIE - & K&
and other receivables Hfh My R 0 (203) (1,434)
Change in accounts payables JE < BR (1,528) 384
Change in accruals and other JEEH B B K E A RS
payables g 1,242 (15,211)
Cash used in operations KEEBRAZRE (17,593) (49,807)
Interest received = &) 21 5
Interest paid BEAHE (11,930) (11,252)
Interest element on finance lease REMAEHS
rental payment BB - (111)
Oversea taxes paid EAHEINEE - (75)
Net cash used in operating REEREAZ
activities BEBE (29,502) (61,240)
Cash flows from investing BRETE 2
activities HeRae
Net cash (outflow)/inflow on BUE— KB BHBARGZE
deconsolidation of a liquidating ARRZBESORE)
subsidiary TRAFEE 10 (16) 7,968
Purchase of items of property, plant EEE¥¥ « HE &
and equipment wEEE (285) (2,081)
Net cash (used in)/generated RETHEH(ER) EEZ
from investing activities BEFEEE (301) 5,887
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CONSOLIDATED STATEMENT OF CASH FLOWS
mERTRER

For the year ended 31 March 2012
BE-_F——F=A=+—HIFEF

2012 2011
—E-—fF —ET——%
Note HK$'000 HK$'000
kg BT T BT
Cash flows from financing RMEEE 2
activities HeRE
Net cash inflow on debt restructuring EIEHEL 7 FE LR A 11 - 18,574
New borrowings i g 54,000 9,480
Loans from the ultimate holding KB RN T2
company ¢/ - 24,700
Advances from directors EERN 1,000 371
Net cash generated from RMETBEEZ
financing activities HEEE 55,000 53,125
Net decrease in cash and cash REeRERRELER
equivalents W RE 25,197 (2,228)
Cash and cash equivalents at FURER
beginning of year £RIESIER 8,927 16,998
Effect of changes in foreign P R B
exchange rate (441) (5,843)
Cash and cash equivalents atend FXHRE&R
of year ZERLER 33,683 8,927
Analysis of cash and cash RERZERRE
equivalents HE S
Cash and bank balances Be RIRITHET 33,683 8,927
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GENERAL INFORMATION

The Company is incorporated in the Cayman Islands
as a limited liability company and its shares are listed
on the Main Board of the Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). In the opinion
of the Directors of the Company, the Company’s
holding company and ultimate holding company
at the end of the reporting period is Skill China
Limited (“Skill China”), a limited liability company
incorporated in the British Virgin Islands (the “BVI").

Subsequent to the end of the reporting period,
on 24 April 2012, a sale and purchase agreement
in respect of the sale of the Company’s shares
was entered into by Success Well Investments
Limited (“Success Well”) and Skill China (the
“"Transaction”). After the Transaction that took
place on 7 May 2012, the holding company of
the Company has been changed from Skill China
to Success Well. Success Well is a limited liability
company incorporated in the BVI and is indirectly
wholly-owned by Eureka Investment Company
Limited (“Eureka” or “the intermediate holding
company”). Eureka is a company incorporated in
Hong Kong with limited liability and is wholly-owned
by China Merchants Property Development Co.,
Ltd. ("CMPD"). CMPD is a limited liability company
incorporated in the People’'s Republic of China (the
"PRC"), with its shares listed on the Shenzhen Stock
Exchange. Further details of the Transaction were
disclosed in the joint public announcement (the “Joint
Announcement”) of the Company and the board of
directors of Success Well on 27 April 2012.

The address of the registered office and principal
place of the Company are disclosed in the corporate
information included in the annual report. The
Company is an investment holding company and the
principal activities of its major subsidiaries are set out
in note 20.
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BE—F——F=HA=1—HIFE

BASIS OF PREPARATION

The Group incurred a loss attributable to equity
holders of the Company of approximately
HK$62,620,000 for the year ended 31 March
2012 and as at 31 March 2012, the Group had net
current liabilities of approximately HK$163,255,000.
These conditions therefore indicate the existence
of the uncertainty in relation to the Group’s ability
to continue as a going concern. In view of these
circumstances, the Directors have given careful
consideration to the future liquidity and performance
of the Group and its available sources of finance
in assessing whether the Group will have sufficient
financial resources to continue as a going concern.

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

(@ On the successful implementation of the
restructured business model of the Group's set-
up box operation, this provides an opportunity
for the Group to have a more cost effective
and commercially feasible structure to improve
financial performance of the Group;

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

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

Based on the aforesaid factors, the Directors are ERELiER  BEZEM AEERATR
satisfied that the Group will have sufficient financial RKEERMUTEEREBABITHBEE
resources to meet its financial obligations as they KNETEHEEE  BEEE2EBMEIUR
fall due for the foreseeable future, the validity of B IEE RS B BN REEEE
which depends upon the measures mentioned Bo® At EFRA - BRFELE
above, at a level sufficient to finance the working EEREZEVHEHRRTVEE 28 o HAK
capital requirements of the Group. Accordingly, the EEEEFELE  RIARARZSUB®R
Directors are of the opinion that it is appropriate ® BAEBEEEEEARZTRES
to prepare these financial statements on a going B Bt REEA 2 EME— T B ERIR
concern basis. Should the Group be unable to BB WoORKERBEERAREND
continue as a going concern, adjustments would HRnBEERARE -

have to be made to these financial statements

to adjust the value of the Group’s assets to their

recoverable amounts, to provide for any further

liabilities which might arise and to reclassify non-

current assets and liabilities as current assets and

liabilities, respectively.

ADOPTION OF NEW AND REVISED 3. RAHFIRBETEBYMBER

HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all the
new and revised Hong Kong Financial Reporting
Standards (“HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants (the
“HKICPA") that are relevant to its operations and
effective for its accounting year beginning on 1
April 2011. HKFRSs comprise Hong Kong Financial
Reporting Standards; Hong Kong Accounting
Standards (“HKAS"); and Interpretations. The
adoption of these new and revised HKFRSs did
not result in significant changes to the Group’s
accounting policies, presentation of the Group’s
financial statements and amounts reported for the
current year and prior years.

The Group has not applied the new and revised
HKFRSs that have been issued but are not yet
effective. The Group has already commenced an
assessment of the impact of these new and revised
HKFRSs but is not yet in a position to state whether
these new and revised HKFRSs would have a material
impact on its results of operations and financial
position.
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SIGNIFICANT ACCOUNTING POLICIES 4.

These financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA,
accounting principles generally accepted in Hong
Kong and applicable disclosures required by the
Rules Governing the Listing of Securities (the “Listing
Rules”) on the Stock Exchange and by the Hong
Kong Companies Ordinance.

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

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

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

Consolidation

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

Subsidiaries are consolidated from the date on
which control is transferred to the Group. They are
deconsolidated from the date the control ceases.
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4. SIGNIFICANT ACCOUNTING POLICIES 4. xE®FEE @)

(continued)

Consolidation (continued)

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

Intragroup transactions, balances and unrealised
profits are eliminated. Unrealised losses are
also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with
the policies adopted by the Group.

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

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

(continued)
Foreign currency translation

56

(a)

(b)

Functional and presentation currency

Items 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, which is the Company'’s functional
and presentation currency.

Transactions and balances in each entity’s
financial statements

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

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

When a gain or loss on a non-monetary item
is recognised in other comprehensive income,
any exchange component of that gain or loss
is recognised in other comprehensive income.
When a gain or loss on a non-monetary item
is recognised in profit or loss, any exchange
component of that gain or loss is recognised in
profit or loss.

4. TESTEHE @)

HNEEBRE

(a)

(b)
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4. SIGNIFICANT ACCOUNTING POLICIES

(continued)
Foreign currency translation (continued)
(c) Translation on consolidation

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

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

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

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

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

(continued)

Property, plant and equipment

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

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

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

(continued)

Property, plant and equipment (continued) W BERRE &)

Depreciation of property, plant and equipment is ME - BB MRENBRHRERAERE

calculated at rates sufficient to write off their costs REMEFAERFE  RRAMBERAZ

or revalued amounts less their residual values over LEEGTERE - FEFERQT

the estimated useful lives on a straight-line basis.

The principal annual rates are as follows:

Leasehold lands Over the lease terms THETH 70 A

Leasehold buildings 4% on the straight-line basis HEETF LABE R ER4%

Leasehold 10% to 25% on the TREWMEEE LU R SRR AR 10% 2

improvements reducing balance basis 25%

Furniture and fixtures  10% to 25% on the ERREE IR R ERFAIR10% 2
reducing balance basis 25%

Equipment and tools  10% to 25% on the [ERTE LURREREE AR 10% 2
reducing balance basis 25%

Motor vehicles 30% on the reducing =2 LUE R SARR A 1230%

balance basis

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

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant
asset, and is recognised in profit or loss.

SE  ERFHRFEEIRERES
RAEE R XREERELREE -

HEME BB REEZ RS HEEIES
%Pﬁ%%ﬁ%aﬁéﬁﬁﬁ%ﬁﬁ%ﬂ%ﬁﬁ%ﬁ%
B RNIERER

Leases HE
The Group as lessee TEBERFEBEA
Operating leases KERE

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

WA B E B M 2 B K ED ) L B B ¥R

BREAKECZEE  2BRRKEHREE

fﬁ%?klﬁl-_t?ﬂﬁ?@u”jTE/\HSZHXZT_{ﬂ;%ED
& REMANESEER R

The Group as lessor rEBEREBEA
Operating leases KERE

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

Inventories

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

Recognition and derecognition of financial

instruments

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

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

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

Trade and other receivables are non-derivative
financial assets with fixed or determinable payments
that are not quoted in an active market and are
recognised initially at fair value and subsequently
measured at amortised cost using the effective
interest method, less allowance for impairment.
An allowance for impairment of trade and other
receivables is established when there is objective
evidence that the Group will not be able to collect
all amounts due according to the original terms of
receivables. The amount of the allowance is the
difference between the carrying amount of the
receivables and the present value of estimated future
cash flows, discounted at the effective interest rate
computed at initial recognition. The amount of the
allowance is recognised in profit or loss.

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

Cash and cash equivalents

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

(continued)

Borrowings

Borrowings are recognised initially at fair value,
net of transaction costs incurred, and subsequently
measured at amortised cost using the effective
interest method.

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

Trade and other payables

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

Equity instruments

Equity instruments issued by the Company are
recorded at the proceeds received, net of direct issue
costs.

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable and is
recognised when it is probable that the economic
benefits will flow to the Group and the amount of
revenue can be measured reliably.

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

(b) Processing services fee is recognised when the
services are rendered;

(©) Interest income is recognised on a time
proportion basis using the effective interest
method; and

(d) Rental income is recognised on a straight-line
basis over the lease term.
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4. SIGNIFICANT ACCOUNTING POLICIES

(continued)
Employee benefits

(a)

(b)

Employee leave entitlements

Employee entitlements to annual leave and
long service leave are recognised when they
accrue to employees. A provision is made for
the estimated liability for annual leave and long
service leave as a result of services rendered
by employees up to the end of the reporting
period.

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

Pension obligations

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

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

Borrowing costs

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

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

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

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

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

Taxation (continued)

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

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

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

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

Taxation (continued)

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

Related parties
A related party is a person or entity that is related to
the Group.

(@) A person or a close member of that person’s
family is related to the Group if that person:

(i)  has control or joint control over the Group;

(i) has significant influence over the Group;
or

(iii) is a member of the key management
personnel of the Company or of a parent
of the Group.

(b) An entity is related to the Group if any of the
following conditions applies:

(i)  The entity and the Company are members
of the same group (which means that each
parent, subsidiary and fellow subsidiary is
related to the others).

(i) One entity is an associate or joint venture
of the other entity (or an associate or joint
venture of a member of a group of which
the other entity is a member).

(iii) Both entities are joint ventures of the same
third party.

(iv) One entity is a joint venture of a third

entity and the other entity is an associate
of the third entity.
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4. SIGNIFICANT ACCOUNTING POLICIES 4. xE®FEE @)

(continued)
Related parties (continued)

(v) The entity is a post-employment benefit
plan for the benefit of employees of either
the Company or an entity related to the
Company. If the Company is itself such a
plan, the sponsoring employers are also
related to the Company.

(vi) The entity is controlled or jointly controlled
by a person identified in (a) above.

(vii) A person identified in (a)(i) has significant
influence over the entity or is a member
of the key management personnel of the
entity (or of a parent of the entity).

Segment reporting

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

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

Impairment of assets

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

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

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

Where an impairment loss subsequently reverses,
the carrying amount of the asset or cash-generating
unit is increased to the revised estimate of its
recoverable amount, but so that the increased
carrying amount does not exceed the carrying
amount that would have been determined (net of
amortisation or depreciation) had no impairment loss
been recognised for the asset or cash-generating
unit in prior years. A reversal of an impairment loss
is recognised immediately in profit or loss, unless
the relevant asset is carried at a revalued amount,
in which case the reversal of the impairment loss is
treated as a revaluation increase.
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SIGNIFICANT ACCOUNTING POLICIES 4. =ES:BER @)

(continued)

Events after the reporting period HEHBrsEE

Events after the reporting period that provide RAEERERENMEERRRIEHE
additional information about the Group's position at SNERNBERFELCERRLTNEE 2R
the end of the reporting period or those that indicate HHREEZSEHENAREE - RNIER
the going concern assumption is not appropriate are KARM - WIBFHEEIE 2 wERREE
adjusting events and are reflected in the financial SIHMBERX - AR EwR M T #ER -
statements. Events after the reporting period that

are not adjusting events are disclosed in the notes to

the financial statements when material.

CRITICAL JUDGEMENTS AND KEY 5. BRAUERETERRK
ESTIMATES

Critical judgements in applying accounting PE FA & 5T IR B Y BB SR 4 A

policies

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

(a) Going concern basis
These financial statements have been
prepared on a going concern basis, taking into
consideration the measures as explained in note
2 to the consolidated financial statements to
improve the Group'’s financial performance and
position.

(b) Distinction between investment properties
and owner-occupied properties
The Group determines whether a property
qualifies as an investment property. In making
its judgement, the Group considers whether
the property generates cash flows largely
independently of the other assets held by the
Group. Owner-occupied properties generate
cash flows that are attributable not only to
property but also to other assets used in the
production or supply process.
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5.

70

CRITICAL JUDGEMENTS AND KEY

ESTIMATES (continued)

Critical judgements in applying accounting

policies (continued)

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

(c) Legal titles of certain lands and buildings
As stated in note 19 to these financial
statements, the legal titles of certain lands
and buildings have not been transferred to
the Group as at 31 March 2012. Despite the
fact that the Group has not obtained the
relevant certificates of legal titles, the Directors
determine to recognise those lands and
buildings under property, plant and equipment,
on the grounds that they expect the transfer
of legal titles in future should have no major
difficulties and the Group is in substance
controlling those lands and buildings.
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CRITICAL JUDGEMENTS AND KEY

ESTIMATES (continued)

Key sources of estimation uncertainty

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

(a)

Impairment of assets

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

Key sources of estimation uncertainty
(continued)

(b) Depreciation of property, plant and

72

(c)

TONIC INDUSTRIES HOLDINGS LIMITED Annual Report 2012

equipment

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

Allowance for inventories

The management of the Group reviews an
aging analysis at the end of the reporting
period, and makes allowances for obsolete and
slow-moving inventory items identified that
are no longer suitable for use in production.
The management estimates the net realisable
value for such finished goods based primarily
on the latest invoice prices and current market
conditions. The Group carries out an inventory
review on a product-by-product basis at the end
of the reporting period and makes allowances
for obsolete items.
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5. CRITICAL JUDGEMENTS AND KEY 5. BARHEREERR @)

ESTIMATES (continued)

Key sources of estimation uncertainty R TRERE 2 T B RIF (&)

(continued)

(d) Estimation of fair value of buildings (d) BFATFEZGHE
The best evidence of fair value is current prices NHEZ RERBRERT S EEMU
in an active market for similar buildings. In BFZIRITER - REBRZEER
the absence of such information, the Group REEBZEEZBEERR - 21
considers information from a variety of sources, ()V2EZF/YEE : ()ERTISATR
including: (i) by reference to independent MHE AR E RIS R R R kb 2 (3
valuations; (i) current prices in an active market ZHIRTRBHKEMEL) 2EF
for buildings of a different nature, condition or WIRITER  WIEHRABRARMZE
location (or subject to different leases or other ZE  (INEUEFRRIEBRAKET
contracts), adjusted to reflect those differences; 2 M EER - WIEHARURE R
(iii) recent prices of similar buildings on less NZEBIRETRSE HURZEM
active markets, with adjustments to reflect BN BB ¢ R(v)IRIER] 522 KK
any changes in economic conditions since the WeMAE - WAEABFHEOHE
date of the transactions that occurred at those & &2 K PARIERIATIE S T A
prices; and (iv) discounted cash flow projections HNF AR (A0 FE Rt B R AR SR A R
based on reliable estimates of future cash flows, ZEUBF2RITME)ESRE I
supported by the terms of any existing lease KARBEeNEEREE I EER
and other contracts and (when possible) by 7 E RIS 2 B8 RELENR
external evidence such as current market prices WEmIEA -

for similar buildings in the same location and
condition, and using discount rates that reflect
current market assessments of the uncertainty
in the amount and timing of the cash flows.

The principal assumptions for the Group’s AEEBGEQATERZ TE2REEE
estimation of the fair value include those related Ba PR R 30 26 K2 AR S0 AR R 2 SIS T
to current market prices for similar buildings in ZIRITTE - AEAERE - FEEIARK
the same location and condition, appropriate MERRRRERRN - XEEBEFZ
discount rates, expected future market prices IREER SRR 1955 -

and future maintenance costs. The carrying
amount of the Group’s buildings are disclosed
in note 19 to these financial statements.

TR FEFR RHIBEERERLIR 73



NOTES TO THE FINANCIAL STATEMENTS
BAEE AR M AT

For the year ended 31 March 2012

6.

74

BE—F——F=HA=1—HIFE

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

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

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

At the end of the reporting period, if interest
rates had been increased or decreased by
100 basis points (2011: 100 basis points) and
all other variables were held constant, the
loss (2011: profit) before tax of the Group
would increase or decrease by approximately
HK$490,000 (2011: decrease or increase by
HK$1,126,000) mainly as a result of higher or
lower interest rates on floating rate borrowings.

(b) Foreign currency risk

The Group’s entities mainly operate in Hong
Kong and the PRC and is exposed to foreign
exchange risk arising from various currency
exposures, primarily with respect to assets and
liabilities that are denominated in a currency
that is not the entity’s functional currency.
The Group constantly reviews the economic
situation and its foreign currency risk profile,
and considers implementing appropriate
hedging measures in future as the need arises.
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BE-F——

FZHA=+—HIFEF

6. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

(b) Foreign currency risk (continued)

(9]

At the end of the reporting period, if Renminbi
("RMB") strengthened or weakened by 5%
against US dollars, with all other variables
held constant, loss (2011: profit) before tax
for the year would have been approximately
HK$100,000 higher or lower (2011: HK$54,000
lower or higher), mainly as a result of foreign
exchange losses or gains on translation of
prepayments, deposits and receivables and in
relation to the operation in the Mainland China.

Credit risk

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

At the end of the reporting period, the Group
had certain concentration of credit risk as
approximately 85% (2011: 63%) and 100%
(2011: 100%) of the Group's trade receivables
were due from the Group’s largest trade debtor
and the five largest trade debtors, respectively.
The credit risk of the Group’s other financial
assets, which comprise amount due from a
scheme subsidiary, cash and bank balances
and other receivables arises from default of the
counterparty, with a maximum exposure equal
to the carrying amounts of these instruments.

Since the Group has policies in place to
ensure that sales are made to customers with
appropriate credit history, there is generally no
requirement for collateral. Further quantitative
data in respect of the Group’s exposure to
credit risk arising from accounts receivables
are disclosed in note 22 to these financial
statements.
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6. FINANCIAL RISK MANAGEMENT 6. MKEREEBERBEK@

OBJECTIVES AND POLICIES (continued)

(d) Liquidity risk (d) FEBELEAR
The Group's policy is to regularly monitor RNEBEK R TE SRR RIEHR
current and expected liquidity requirements to HECHRT  UMEREEFENRS
ensure that it maintains sufficient reserves of HE - ENERHEERHARSE SR
cash to meet its liquidity requirements in the E o REMEHBEER - REFTH
short and longer term. The maturity profile of AR FIEE D 2 A EETRI A EH
the Group's financial liabilities at the end of FEBRIAR

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

3to Total un-
less than Between discounted
Less than 12 months 1and cash flows

Ondemand 3months =fHAZ4 2years AERES
REXEE JIR=BR RT=fA -Z@WE hESH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT  BETT A%t BETT BETT

At 31 March 2012 Rog--f
ZA=t-H

Accounts payables [EREESR Al 499 - - 570

Financial liabilities included in accruals st ANzt B B R A
and other payables ERFTEZ 2 HAE 6,058 - - - 6,058
Borrowings ) 206,714 - - 18,782 225,496
Due to a director [Eff—2EZ50E 2,000 - - - 2,000
214,843 499 - 18,782 234,124
3to Total un-
lessthan ~ Between discounted
Lessthan 12 months 1and cash flows
Ondemand 3 months ={HAZS 2years KEEEE
REREE SR=@EA  RT=fA -EmE RELE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BETT BETT

At 31 March 2011 R-IE—-F
=A=1+-H

Accounts payables ERER 327 1,748 170 - 2,245

Financial liabilities included in accruals st Azt & EREM
and other payables ERZEzSBAR 12,047 - - - 12,047
Borrowings E&E 159,431 - 40,000 81,765 281,196
Due to a director EN—4EE5R 1,000 - - - 1,000
172,805 1,748 40,170 81,765 296,488
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SEGMENT INFORMATION

The Group's revenue and result for the year ended
31 March 2012 and 2011 were mainly derived from
its operating segment of manufacture, processing
and sale of electronic consumer products and related
components. The Group’s reportable segments are
strategic business units that offer different products.
They are managed separately because each business
requires different technology and marketing
strategies.

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

Information about the manufacture, processing and
sale of electronic consumer products and related
components segment profit or loss, assets and
liabilities:

AEEHE-_T——FR-_FT——F=A
—t-RLEFEZRaEET2REHE
& - MTRHEETHEEMMEREK
HZRENE - REBZAHRE DA RR
HAFEMRRIBEBELN - ARSER
AERATRAXMETSEE - RABRED
BIOMRERE -

RED B RREAFUHHREM T4
Pt E 48R o 2 #BaE M R EE N B E
WA~ BUE—FKBEMBRRGAAKRZ
W - BEBEAZEE  BEXRE A5
MARKRDBERRBARF - DAPEE
TEEER—RFEIMBARNE B
RBTREUNREMARDERREE - o
HEETEREEE  EN—REFHKE -
MEBERRDERBARE - DRIERD
BEMMERUSRIAKRERIAEE

BBRE  MIRHEETHRERRA
BIER 2 5 ER P AE  AERA MY
&

2012 2011
=F-=F —F—F
HK$'000 HK$'000
BT T BT
Year ended 31 March: BE=RA=1t—HLEE:
Revenue from external customers REINAER 2 W= 178,214 77,394
Segment losses 5 ELEE 42,795 39,037
Interest revenue FE A 21 5
Interest expense FESZH 13,308 33,135
Depreciation e 12,047 17,886
Other material non-cash item: HihBEAIERSIEE ¢
Provision for impairment of assets BERERE 26,870 2,281
Provision against inventories FERE - 2,516
Additions to segment non-current assets JRE D ESIERENE E 285 2,081
At 31 March: R=A=+—8":
Segment assets DEEE 220,554 246,338
Segment liabilities HEALE 21,713 31,767

TR -CFFR RHABXEEZERERAR 77



NOTES TO THE FINANCIAL STATEMENTS

BrRE AR M AT

For the year ended 31 March 2012
BE-_F——F=A=+—HIFEF

7. SEGMENT INFORMATION (continued) 7. pEER @)
Reconciliations of reportable segment revenue, profit AmED B  wNREER  EERA
and loss, assets and liabilities: BEZHEE
2012 2011
—EB-ZfF —E——f
HK$'000 HK$'000
BET T BT

Revenue: s

Total turnover of the reportable segment [A4R& & 25 52 7]
disclosed as consolidated turnover WMEDIBEFET 178,214 77,394

Profit or loss: A g

Total loss of reportable segments ARG S EEEARE (42,795) (39,037)
Interest income FLEWA 21 5
Gain on deconsolidation of a liquidating EUE—REEMEBAGLGA

subsidiary N Pl 6 8,911 243,503
Gain on debt restructuring (UG ER A G - 217,108
Corporate and unallocated profit or loss 23 &) J Ak 5 Fic i M| 5L 5 48 (28,757) (33,135)

Consolidated (loss)/profit =4 (E18),/ % H) (62,620) 388,444

Assets: BE:

Total assets of reportable segments AIRE DI EELE 220,554 246,338
Due from a scheme subsidiary U — R EIM B A B ZUE - 122,055
Cash and bank balances REeNBRTER 33,683 8,927
Corporate and unallocated assets NAIRKRDEEE 403 100

Consolidated total assets HAEEERE 254,640 377,420

Liabilities: afE:

Total liabilities of reportable segments AIRE DI B EERE 21,713 31,767
Borrowings =4 203,570 268,520
Current tax liabilities BB aE - 258
Deferred tax liabilities FERIERE 18,324 15,844
Due to a director N —REEFHIA 2,000 1,000
Corporate and unallocated liabilities NARARSEAE 4,682 1,516

Consolidated total liabilities SABERR 250,289 318,905
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7. SEGMENT INFORMATION (continued) DEBER )

Geographical information: @ &Rt
2012 2011
—E——F —E——fF
HK$'000 HK$'000
BT T BT

Revenue: W

Greater China NG e 69,275 46,299
Dubai la=3 84,948 7,839
Philippines JEEE 23,991 23,256
Consolidated total LA st 178,214 77,394

Information about revenue from four (2011: six)
customers of the Group contributing over 10% of

KAAAEBBAWZERBBEI0% 2 AE
EUNE(ZE—F : NB)RBPz2KEE

total revenue of the Group as follows: BT
2012 2011
—E-—-F —E——%F
HK$'000 HK$'000
BT T BT T
Customer A BEA 84,948 7,839
Customer B ZFB 42,535 20,698
Customer C ZHEC 21,397 15,868
Customer D =FD 20,741 10,216
Customer E EPE - 13,039
Customer F BFF - 8,721

In presenting the geographical information, revenue
is based on the locations of the customers. At the
end of the reporting period, all non-current assets of
the Group were located in the Greater China.

2R EME - WEIREPAELE
Do RNBERHEER - NEBEMBIER

HEEOMNKPER -
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80

TURNOVER

The Group’s turnover which represents manufacture,
sales of goods to customers and revenue from
processing service fees are as follows:

AEEEEBOERERMESHERAN
BRI TARRS B 2 Mo ) BT

2012 2011
=F-=F —TF
HK$'000 HK$000

BT BT

Manufacture and sales of electronic BEREEETHBEERMNK
consumer products and FERARC
related components 174,294 76,383
Service fees from processing of MIEFHEBEERK
electronic consumer products and MERt 2 REE
related components 3,920 1,011
178,214 77,394
OTHER INCOME Ht A
The Group's other income is analysed as follows: REBHMBPADTAT :
2012 2011
—E——fF ZE——f
HK$’000 HK$'000

BT BT

Bank interest income RITFBHA 21 5
Rental income AU A 2,630 284
Bad debts recovered 2RI - 3,756
Sundry income HIEUTA 851 545

3,502 4,590
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10. GAIN ON DECONSOLIDATION OF A 10. BGE— X BB ATGZE A

LIQUIDATING SUBSIDIARY

On 20 February 2012, the Board resolved to
voluntarily wind up an indirect wholly-owned
subsidiary of the Company, Tonic DVB Marketing
Limited (“TDML"). Mr. Mark Chapman of Deloitte &
Touche in the BVI and Mr. Yeung Lui Ming, Edmund
and Mr. Darach E. Haughey both of Deloitte Touche
Tohmatsu in Hong Kong have been appointed as
the liquidator of TDML with the power to act jointly
and severally. The Directors considered that the

IRz W&

RZZE—ZF-_A=Z+H £’
15 A A &) # 2 & i B 2 7] Tonic DVB
Marketing Limited([TDML]) EFEE 4 o
BB Z B SEEEEAIFT 2 Mark Chapman
EERBEEY BERASHMITZE
GRHEERMEELECEZTATDMLZ
BERA BESRFALMERITE  EER
B BEAREHZMBARZIESIRE - Z
MEBARZEE BERBEURBSR

control over this subsidiary has been lost since then. B#Z R BRIUER RN EERE M BRRES
The results, assets and liabilities and cash flows N
of this subsidiary were deconsolidated from the
consolidated financial statements of the Group with
effect from that day.
TDML TEL*
TDML RhETF
20 February 30 June
2012 2010
=F-=F —FTTF
—A=+H ~NA=Z+H
HK$'000 HK$'000
BT T BT
Net liabilities of the subsidiary BUBSRAABRWE AR Z
deconsolidated were as follows: BEFENT
Property, plant and equipment M - R &R - 26,626
Prepayments, deposits and other TARRIE - Re Rk
receivables Hh FEURIR 11 87
Current tax assets BEATR IR & = - 1,919
Cash and bank balances Be RIBTHETT 16 131
Accounts payables FEfTRR TR (170) (153,377)
Accruals and other payables JEE B EREMERNKIE (8,510) (22,578)
Amounts due to the Group FE AR @A (24,364) (140,184)
Current tax liabilities BT B R & (258) -
Borrowings =3 - (92,197)
Deferred tax liabilities RERIEAE - (4,114)
Net liabilities of the deconsolidated EECBiRE AR B AR 2
subsidiary BEFHE (33,275) (383,687)
Impairment of amounts due from FEU B BB SRS ABRMTE A7)
the deconsolidated subsidiary ZFIERE 24,364 140,184
Net gain on deconsolidation of BUHBRITE A RlsEe AR
the liquidating subsidiary s (8,911) (243,503)
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10. GAIN ON DECONSOLIDATION OF A

10. BUGE—RBERMBLARAFEEA

LIQUIDATING SUBSIDIARY (continued) BRz W (&)
Net cash (outflow)/inflow on deconsolidation of a BUE—RBEMBRARGEARZIREOR
liquidating subsidiary is set out below: E), TRAFEHINAT
HK$'000 HK$000
BET T BT
Cash and cash equivalent balances BUHGAAERZER e M
deconsolidated: EFRSTA B A -
Cash and bank balances Be MRITHETF (16) (131)
Bank overdrafts RITES - 8,099
(16) 7,968
* During the prior year, a direct wholly-owned subsidiary of * REFE ARBD-—FREREZENBAARNE

the Company, Tonic Electronics Limited (“TEL”) was wound
up by the High Court of Hong Kong. Messrs. Huen Ho
Yin and Huen Yuen Fun were appointed as the Joint and
Several Provisional Liquidators of TEL by the official receiver
on 30 June 2010. The Directors considered that the control
over this subsidiary had been lost since then. The results,
assets and liabilities and cash flows of this subsidiary were
deconsolidated from the consolidated financial statements
of the Group with effect from 30 June 2010. Further details
of which were described in the Company’s announcement
dated 6 July 2010.

11. GAIN ON DEBT RESTRUCTURING

82

During the prior year, the capital and group
reorganisation (the “Restructuring”) was completed
on 3 December 2010 (the "Effective Date"”). In
order to reorganise the Group and to facilitate
the implementation of the creditor scheme of
the Restructuring, the scheme subsidiaries under
the creditor scheme were transferred to the
administrators of the creditor scheme. The Group
had ceased to control those scheme subsidiaries
after the transfer. On the Effective Date, the results,
assets and liabilities, and cash flows of those scheme
subsidiaries were derecognised from the Group.
Further details of which were described in the
Company’'s annual report for the year ended 31
March 2011.

TONIC INDUSTRIES HOLDINGS LIMITED Annual Report 2012

11.

FERAR(IRAETFEBBSEEREE -
Huen Ho Yinf&Huen Yuen FuniA = —Z4F75A
CTHEBEEREERZEEARNEF 2HRA
RERIBEEBRA - EFRA - BHAXHZN
BARZIEIE - ZIBAR B - BERE
BEUARBRSRBUENAEBES M BREREGEEA
BT —TFNA-TARER - E—H5F
BEHRAARRPAZS—SFLANBZ AW °

EREM 2 W

REFE BAREBESEA(TEADR
“E-EFE+-_A=ZA(AEMEHRD =
B REAARERBEEBEEME 2 EE
AETE] - BERAGTEET ZFEME AR
CEETEREAGEIZEEA - #EEE
AREBKILEFZETEMERR - RNE
MEH - ZEAEMBARIZES  BE
RABEARRESREAREKLHER - &
—SHBERARARE_E——F =54
=t—BLEEZFH -



NOTES TO THE FINANCIAL STATEMENTS
B IE AR M AT

For the year ended 31 March 2012
BE—F——F=A=+—HIFE

11. GAIN ON DEBT RESTRUCTURING M. BREHzWE (&)
(continued)

3 December

2010

—E-FF

+=-A=H

Notes HK$'000

Htat BT T

Net liabilities of scheme subsidiaries KA A S KRIERERETE
derecognised on the Effective Date MELRzBEFENAT
were as follows:
Property, plant and equipment YE - BE KRG 180,161
Prepayments, deposits and other FERFRIE - 2e REM

receivables FEUR A 17

Cash and bank balances Re RIBTER 724
Accounts payables FERTBR AR (163,971)
Accruals and other payables Bt aE N EMEN A (49,111)
Borrowings BE (94,428)
Current tax liabilities BNEARITE & (& (13,452)
Deferred tax liabilities EERIEE & (20,711)

Net liabilities of scheme subsidiaries BRIHERTEIB AR Z

derecognised BEFE (160,771)
Less: Release of the related foreign B R AR NS I B R
currency translation reserves (18,931)
Proceeds from the issuance AE B ABEEEITRD
of shares transferred to the Fr8 308
administrators (a) 80,000
Debt restructuring costs in form of AmE iR TR S
remuneration shares issued to B 2 BB EAMKA
financial advisors (b) 4,649
Amounts recoverable from a Al — K2 B AR
scheme subsidiary el £58 © (122,055)
Gain on debt restructuring B ER 2 Wk (217,108)
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11. GAIN ON DEBT RESTRUCTURING

84

1. EREA W (F)

(continued)
Net cash inflow on debt restructuring is set out BEREA RS RAFEIRINNOT
below:
HK$'000
BT
Cash and cash equivalent balances BRILERZRER
derecognised : LRI EIEEREE
Cash and bank balances BRe RIRITERF (724)
Bank overdrafts RITEX 19,298
18,574

TONIC INDUSTRIES HOLDINGS LIMITED Annual Report 2012

On the Effective Date, 909,785,366 subscription
shares with a par value of HK$0.01 each
at a price of approximately HK$0.0879 per
subscription share were issued and allotted to
Skill China for the cash consideration of HK$80
million. Based on the creditor scheme, all
proceeds from the issuance of the subscription
shares was made available to the administrators
to settle and discharge the claims under the
creditor scheme.

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

RERBH  BERSRIBBROD
A H0.0879 7T 2 BAE R EBE 31T I
fic 2% 909,785,366 % & % E & /5 &
0.01 L2 RERRY - BEREBEABE
80,000,0007T ° HRIKEHE AGTE - B
TRBEROMBMESEEBEHEEAR
TEEN REREREAGTEIETHRR -

REBBE - BIEESRME RN 05
#0.0879 7T 7 (B 1% [7) il 4 B 755 FEE 9 5%
17 % FR % 52,894,4980% & I (B B 1
0.01 L ZB& D « ENARRRIH
EAAMEE B 494,649,000 HE
BA AR ZEEHEA FEEMN
RIS 2 AT EEEA ST - AEE
Bz ZERBLERENEHREE
BRATEITRMD 2 ATFENESEE
AR 3z RN AE 3 B BR s 7 42
HARFSEFRTE o
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HE—ZT——

11. GAIN ON DEBT RESTRUCTURING

(continued)

()

During the prior year, an indirect wholly-
owned subsidiary of the Company, Xin Lian
Digital Technology Company Limited, borrowed
bank and other loans (collectively the “Xin
Lian Loans”) with the aggregate principal
amounts of approximately RMB103,000,000
(equivalent to approximately HK$122,055,000)
at the end of the prior reporting period in
repayment of the equivalent amounts of
bank and other loans of a scheme subsidiary
(the “Scheme Subsidiary”), Dongguan Tonic
Electronics Limited. The Xin Lian Loans were
pledged by the leasehold land and buildings
(the “Pledged Properties”) held by the Scheme
Subsidiary with an estimated market value of
approximately RMB 145,000,000 (approximately
HK$171,825,000) and equipment and tools
of an indirect wholly-owned subsidiary of the
Company with the aggregate carrying amounts
of approximately HK$14,199,000 at the end
of the prior reporting period. Under the Xin
Lian Loans arrangement, it was expected that
the repayment of the Xin Lian Loans will be
satisfied by the proceeds from the subsequent
disposal of the Pledged Properties to recover
the corresponding amounts due from the
Scheme Subsidiary.

1. EBHERA W (#)

(o)

REFE ARARMEZEWNBA
RSB BN EERARIEARIT
MEMEZF(GBIEHER]) R
A EHEEER RSB BELNAA
K 103,000,000 7t (4948 & I 7B &
122,055,0007T) » LAEE —K=H 2
BAR([:HEIMNERAR ) RERENE
FERAR ZFREIBITREMER
S BT AR BB QR TR AT
B4 A5 AR ¥ 145,000,000 7T (4978
#171,825,00070 ) 2 FA & b 2 1
FHEFWE]D RRAREREEE
A ARR—REZEZEMBAGE
HARE 478 %5 14,199,0007T 2 &% & &
TEEERR - BESHERTH - &
BB E R LSRR E T SR
BHEMEBHERUKEETSMEA
7] A] U5 B4R FE R IE o
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12. FINANCE COSTS 12. @B R A
2012 2011
—E—_—F —T——F
HK$'000 HK$'000
BT BT T
Interest on borrowings wholly repayable ZBRAERNZHEBEE Y
within five years: ME
Bank and other borrowings BITREMER 11,494 32,224
Loans from the ultimate holding REREIER AT ZER
company 800 800
Loans from a shareholder of the RERAR—BREZER
Company 1,014 -
Finance leases BMEMRE - 111
13,308 33,135

13. INCOME TAX

Neither Hong Kong Profits Tax nor the PRC
Enterprise Income Tax has been provided, since the

13. FrBH

Group has no assessable profit for both years. 1§85 -

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

Profits Tax rate is as follows:

B B 7 SR B 0 M8 4F 2 9 3 S R R B s
N BBBEBNEBREH R EDERR

FriSTLERR T AT (B 18) i I R A B F
BRBEASZHRET

2012 2011

=F-=F —TF

HK$'000 HK$'000

BETT BB

(Loss)/profit before tax: BRAAET(ESER), A (62,620) 388,444
Tax at the domestic income tax rate of £16.5%(=ZZF——F :16.5%)

16.5% (2011: 16.5%) R FEBB EAE 2 BiE (10,332) 64,093
Effect of different tax rates of subsidiaries i@ A &R &~ g2 (4,590) (12,069)
Income not subject to tax BARBIRA (5,496) (94,124)
Expenses not deductible for tax AR H 18,631 37,587
Tax losses utilised from previous periods &)@ HARS > BiTE 518 - (912)
Tax losses not recognised RERZHIBEE 1,787 5,425

Tax at the Group’s effective rate

BAKEBERMEAE ZHIA -
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NOTES TO THE FINANCIAL STATEMENTS

B RS ¥R R P

For the year ended 31 March 2012
BE—F——F=A=+—HIFE

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

14. REE(FR) HER
AEEZ AFEER), NS NBIAT

charging the following: FIERYIER
2012 2011
—F-=F —FTF
HK$'000 HK$'000
BT BT
Cost of inventories sold BEFERAK 181,272 75,007
Provision against inventories FERE - 2,516
Depreciation on property, ME - BEREETE
plant and equipment 12,047 17,886
Minimum lease payments under TH REFREHRE 2
operating leases on land and buildings =R EHRE 1,026 639
Auditors’ remuneration ZEETB & 552 713
Employee benefits expense (including ETwRAFAZ(BIEES
directors’ remuneration — note 15): <& —PBdsE15) -
Wages, salaries and allowances TE& - #FHe MZERL 17,891 16,550
Pension scheme contributions RIRESETEIER 433 253
18,324 16,803
Provision for impairment of assets: BERERE
Impairment of items of property, M - BB RREIEERE
plant and equipment 26,870 2,070
Impairment of deposits and Re ME M EWRIERE
other receivables - 211
26,870 2,281
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NOTES TO THE FINANCIAL STATEMENTS
BAEE AR M AT

For the year ended 31 March 2012
BE-_F——F=A=+—HIFEF

15. DIRECTORS’ AND FIVE HIGHEST PAID 15. EERANVESHES ZHH
INDIVIDUAL EMOLUMENTS

Salaries,
allowances Pension
and benefits scheme Total
Fees inkind contribution emoluments

F& - 2ER B
s BNER SRR B
HKS$'000 HKS$'000 HKS$'000 HKS$'000

Name of Directors EENP BETT BETT BETT BETT
Executive directors: HTESE:
Dr. So Shu Fai HEEEL - 300 12 312
Mr. Mak Bing Kau BRI EE - 200 10 210
Mr. Ng Wai Hung hEELE - 200 10 210
Mr. Lau Cheuk Lun BEBnE - 660 12 672

Independent non-executive directors:  BUFEHTES :

Mr. Pang Hon Chung TEREE 107 - - 107
Mr. Cheng Tsang Wai BEETE 106 - - 106
Dr. Chung Hing Wah, Paul EEERL 88 - - 88

Total for the year ended 31 March 2012 HZE-F—--F=F=+—H
IFEEER 301 1,360 44 1,705
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NOTES TO THE FINANCIAL STATEMENTS
B IE AR M AT

For the year ended 31 March 2012
BE—F——F=A=+—HIFE

15. DIRECTORS’ AND FIVE HIGHESTPAID 15. EERANESHEE 2H M

INDIVIDUAL EMOLUMENTS (continued) (#&)
Salaries,
allowances Pension
and benefits scheme Total
Fees inkind contribution emoluments

¥ BER il
wE  EWEN  HEER BEH
HK$'000 HK$'000 HK$'000 HK$'000

Name of Directors EEng BETT BETT BETT BETT

Executive directors: WTESE:
Dr. So Shu Fai (i) REBEL() - 92 4 %
Mr. Mak Bing Kau (i) BRI A() - 61 3 64
Mr. Ng Wai Hung (i) hiEEFEA() - 61 3 64
Mr. Lau Cheuk Lun (i) 2| B 5 A () - 165 4 169
Mr. Ling Siu Man, Simon (ii) B SR - 1,149 19 1,168
Mr. Wong Ki Cheung (i EHEEE() - 1,166 12 1178
Ms. Li Fung Ching, Catherine (ii) FE B i) - 1,166 12 1,178

Independent non-executive directors: BUFHTEE

Mr. Pang Hon Chung TEPEE 107 - - 107
Mr. Cheng Tsang Wai BoELE 106 - - 106
Dr. Chung Hing Wah, Paul BEEELT 88 - - 88

Total for the year ended 31 March 2011 HZE-E——F=F=+—H

IEFEEE 301 3,860 57 4218
(i):  Appointed as a director on 11 December 2010 (): HRIZE-ZTF+-_A+—HEZTRE=S
(i):  Resigned as a director on 1 January 2011 (iy: MWZZT——F—F—HEIES
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NOTES TO THE FINANCIAL STATEMENTS
BAEE AR M AT

For the year ended 31 March 2012

BE—F——F=HA=1—HIFE

15. DIRECTORS’ AND FIVE HIGHEST PAID  15.

90

INDIVIDUAL EMOLUMENTS (continued)

The Group's five highest paid individuals during the
year included one director (2011: three ex-directors)
and four (2011: two) individuals. Details of the
emoluments of the Directors are reflected in the
analysis presented above. The emoluments of the
four individuals (2011: three ex-directors and two
individuals) for the year are set out below:

EERINBRSHFEE 2FHMH
(%)
FRAKEERNERHFATEE—R2ES
(ZZE——F : ZFHESR) REU(Z=Z
——F M)A T c BEEBEHBERLX
25 DR o MAT(ZZT——F :
CEAEERMUAT)RZEE 2SR
FEAT

2012 2011
—E-—CF —ET——F
HK$'000 HK$'000

BT BET T

Salaries and allowances, and pension EXFBEBEEE 2 HE -
scheme contributions, as Director EAL SRR S T B R
disclosed above - 3,524
Salaries and allowances, as employee BE#He NMER 4,348 2,134
Pension scheme contributions, 1B BRIR& T8I
as employee 48 27
4,396 5,685

There was no arrangement under which a director
waived or agreed to waive any remuneration during
the two years ended 31 March 2012 and 2011.

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

BET——FR - T——F=A=+—
B IEMESEE A EE R EEREXRE
MEEAM S 2 28 -

BReHFALTZHM( EXAEEEERIN)
NFATHE :

Number of individuals
ATEE
2012 2011
—E-—F —T—F

HK$500,001 — HK$1,000,000 75 #£500,001 TE
71#1,000,0007T 1 2
HK$1,000,001 - HK$ 1,500,000 75#1,000,00170 2
78#51,500,0007T 3 -
HK$1,500,001 — HK$2,000,000 71,500,001 TE
¥51#52,000,0007T - 3
4 5

TONIC INDUSTRIES HOLDINGS LIMITED Annual Report 2012



NOTES TO THE FINANCIAL STATEMENTS
B IE AR M AT

For the year ended 31 March 2012

EE=

16.

17.

18.

E——F=A=+—HIFE

DIVIDEND

No dividend has been proposed or declared by the
Company during the two years ended 31 March
2012 and 2011.

(LOSS)/EARNINGS PER SHARE

The calculation of the basic (loss)/earnings per share
is based on the loss attributable to equity holders
of the Company of approximately HK$62,620,000
(2011: a profit of approximately HK$388,444,000)
and the weighted average number of 1,068,468,860
(2011: 419,649,007, as adjusted to reflect the share
consolidation and issue of new shares in December
2010) ordinary shares in issue during the year.

(LOSS)/PROFIT FOR THE YEAR
ATTRIBUTABLE TO EQUITY HOLDERS
The consolidated (loss)/profit attributable to
equity holders of the Company included a loss of
approximately HK$5,873,000 (2011: a profit of
HK$68,158,000) for the year, which has been dealt
with in the financial statements of the Company.

16.

17.

18.

KRE

KAV ERBEE-"E——FR T ——
FZA=t—HLIMEFERZRMNRE
RIS, ©

BR(BE)BR
BRERN(EE), BFTIREARQ G E
@miF A AL E 1B 4% % 62,620,000 7T

ZET——F : BFHKE 388,444,000
T)RFRBEETEBRZ NEFY
% 1,068,468,860 % ( — & — — F
419,649,007% « LFABEURM—-FT—FF
T ARG E O REITHR)ETE -

BB EARGEREE(EE),
o]

AAEEEEE ARGES (BB) S5 F
BIEANFEEELE%S5,873,0000(=F
——%F R F#E#68,158,0007T) * BER
RATIABEHRERAEIE
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NOTES TO THE FINANCIAL STATEMENTS

BAEE AR M AT

For the year ended 31 March 2012
BE-_F——F=A=+—HIFEF

19. PROPERTY, PLANT AND EQUIPMENT
Group

19. ¥1% - BERRME
A EH

Furniture,
fixtures and
leasehold
Leasehold  Leasehold improvement  Equipment Motor
lands buildings  &# - £ER and tools vehicles Total
HELH BEET HEUERE  RERIA RE @3t
HKS$'000 HKS'000 HK$'000 HKS'000 HK$'000 HK$'000
AETT 8T L AETT ST BETT
31 March 2012 ZE-CF=fA=1-A
At 1 April 2011, net of accumulated RZE-——%@A-B 21k
depreciation and impairments ZEHTERRE 17,535 154,982 20,367 34,527 - 227411
Additions E - - 107 158 20 285
Disposals il - - (2 @ - (6)
Surplus on revaluation BiREH - 1,514 - - - 7514
Depreciation provided during the year izl 7% (306) (6,345) (2,044) (3,349) (3) (12,047)
Impairments A - - (14,285) (12,585) - (26,870)
Exchange differences ] 663 5,803 992 185 - 7,643
At31 March 2012, net of accumulated  R=F-—%£=fA=+-8-
depreciation and impairments BMREHAERAE 17,892 161,954 5,135 18,932 17 203,930
At 31 March 2012 R-B-Zf=f=1-A
Cost or valuation RAGEE 20,435 161,954 40,203 56,513 20 279,125
Accumulated depreciation and ZHAERAE
impairments (2,583) - (35,068) (37,581) (3) (75,195)
Net carrying amount REFE 17,892 161,954 5,135 18,932 17 203,930
Analysis of cost or valuation: KA HEN
At cost e 20,435 - 40,203 56,513 20 171,11
At valuation e - 161,954 - - - 161,954
20,435 161,954 40,203 56,513 20 279,125
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NOTES TO THE FINANCIAL STATEMENTS

B RS ¥R R P

For the year ended 31 March 2012
BE—F——F=A=+—HIFE

19. PROPERTY, PLANT AND EQUIPMENT

19. W% - BMERRE &)

(continued)

Group REH
Furniture,
fixtures and
leasehold
Leasehold ~ Leasehold improvement  Equipment Motor
lands buildings ~ ## #ER  and tools vehicles Total
HELH HERT HENREE  RERIA RE &3t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
BRI EETTL BRI BT BETT BETT
31 March 2011 ZE--E=f=1-A
At 1 April 2010, net of accumulated RZZ-24MA-A ENR
depreciation and impairments SHMERAE 35,032 291,830 22,400 51,049 49 400,807
Additions RE - - 1,009 1,072 - 2,081
Surplus on revaluation EfhRH - 35,561 - - - 35,561
Depreciation provided during the year ~ ERiEf v i7E (629) (11,095) (2,09) (4,057) (13) (17,886)
Deconsolidation of a liquidating BE-RERHBAR
subsidiary RANE (6,537) (4,742) (1,846) (13,166) (335) (26,626)
Deconsolidation of scheme subsidiaries BBzt BARGA AE (11,813) (168,348) - - - (180,161)
Impairments HE - - - (1,922) (148) (2,070)
Exchange differences ERER 1,482 11,776 896 1,551 - 15,705
At 31 March 2011, net of accumulated  W=Z-——F=A=+-8"
depreciation and impairments EAREHTERAE 17,535 154,982 20,367 34,527 - 227,411
At 31 March 2011 R=Z8--§=fA=1-H
Cost or valuation KA EE 19,687 154,982 38,403 65,413 - 278,485
Accumulated depreciation and ZHMERAA
impairments (2,152) - (18,036) (30,886) - (51,074)
Net carrying amount SHFE 17,535 154,982 20,367 34,527 - 227,411
Analysis of cost or valuation: RAREERH :
At cost ERAE 19,687 - 38,403 65413 - 123,503
At valuation BB - 154,982 - - - 154,982
19,687 154,982 38,403 65413 - 278,485

The recoverable amount of impaired asset is
estimated in order to determine the extent of any
impairment loss on property, plant and equipment
("PPE"). The recoverable amount of the PPE is the
higher of its estimated fair value less cost to sell and
value in use. The fair values of the Group’s PPE have
been estimated by reference to market evidence of
recent transactions for similar assets. The impairment
loss is recognised and charged to profit or loss in
the period in which it arises to the extent that the
carrying amount exceeds its recoverable amount.

EREEESMHTAIREZE  UEEY
X BEERRHE(DE BEREREDZ
TAREBRREE - WX - BMERERER
Y 8] < RE 7 EL AR B TEDR Y A AR B
REzBRE - AREME - BEIKRHE
ZRFEDZRORBELUEER S 2TS
B E L AE - MREESRE AT KRE
T AEERREBBRRNAMEEHNA
BERPR -

TR -CFFR RIBEERERLF
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NOTES TO THE FINANCIAL STATEMENTS
BAEE AR M AT

For the year ended 31 March 2012

BE—F——F=HA=1—HIFE

19. PROPERTY, PLANT AND EQUIPMENT

94

(continued)

Due to the low utilisation of the production
capacity of manufacturing operation as a result of
the insufficient orders for set-top boxes, the major
product of the Group, the Group’s manufacturing
operation has incurred substantial idle overhead
costs during the year. In view of the heavy overhead
costs and the continuous losses of the manufacturing
operation, the Directors considered that it is more
appropriate to determine the recoverable amounts
of the PPE on the basis of the higher of its estimated
fair value less cost to sell and values in use.
Impairment losses recognised in respect of the PPE in
the year amounted to approximately HK$26,870,000
(2011: HK$2,070,000, due to the greater than
anticipated obsolescence) that were recognised in
consolidated profit or loss for the year.

The Group’s leasehold lands and buildings located in
the PRC were held under medium term lease.

At the end of the reporting period, had the whole
class of the Group’'s buildings been carried at
cost less accumulated depreciation, their carrying
amounts would have been included in the financial
statements at the carrying amount of approximately
HK$89,542,000 (2011: HK$95,887,000).

At the end of the reporting period, the Group was
in the process of obtaining the land use right and
building ownership certificates in respect of the
Group’s lands and buildings located in Mainland
China with the carrying amounts of approximately
HK$17,892,000 (2011: HK$17,535,000) and
HK161,954,000 (2011: HK$154,982,000),
respectively.

TONIC INDUSTRIES HOLDINGS LIMITED Annual Report 2012

19. % - BMERRE@E)

HRAEEZFEERKIERFIEREE
MAEEXBZERERXRRE  WFER
AREE AEEEBREETRERBELER
Ao EREERANE - MEEEXED
TEHE EERAE - REFLATFER
HERABRFRE SREETWE
WMELREHEZIJHBECERAEGE - F
ARE  MEREEERZBREEIE
#7511 26,870,00070 (ZF — —F : B
2,070,0007C * AAFEEBRSBEHA)E
RERZERAEBRIRER

AEBENPEZEE T RIETF RS H
MHOFAE -

REHELEER - WAKBEEEERZ
FIRAARBFITEAR - AIERAEER
REEm A4 B 89,542,000 L ( =& ——
F : B1£95,887,0007T ) 5T A B TSRS o

RBEPHEEER  AEBEREMCR
AR A HE BR (B 0 Bl 4978 5 17,892,000
T(ZF——14F : F#17,535,00070) &
75 161,954,000C (T ——F B
154,982,00070) 2 L RIEF » BE L it
FREREEMREES -



NOTES TO THE FINANCIAL STATEMENTS
B IE AR M AT

For the year ended 31 March 2012

EE=

19.

20.

E——F=A=+—HIFE

PROPERTY, PLANT AND EQUIPMENT

(continued)

At the end of the reporting period, the Group’s
leasehold lands and buildings with the carrying
amounts of approximately HK$17,892,000 (2011:
HK$17,535,000) and HK$161,954,000 (2011:
HK$154,982,000), respectively, were pledged to
secure for certain of the Group’s other borrowings
as further detailed in note 28 to these financial
statements.

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

INVESTMENTS IN SUBSIDIARIES

19. W% - BMERRE &)

RBREHEEER  AEEEERAEAD B
H)AE"17,892,000 L (= F ——F « B
17,535,0007T) & 8#161,954,00050( ==
——4F : ##154,982,0007T) 2 FAE T b
MEFEER  DEALEHBREWTE
28FTE— M AEEE THMEE 2K
i e

RETREHEEER  FERAENBYE
14,199,000t 2 &R TAE MBI E =
FEAF - AEARIL SR IS HRAR W rE28FTE
— I EMEE 2R o

20. R B AR ZRE

Company

PN
2012 2011
—B-CF —TE——F
HK$'000 HK$'000
BET T BT
Unlisted investments, at cost JELETIRE - BRAE 58,822 58,822
Less: Impairments B RE (58,812) (58,812)
10 10

The balances with subsidiaries were unsecured,
interest-free and had no fixed term of repayment.

The table below lists the subsidiaries of the
Company which, in the opinion of the Directors,
principally affected the results of the year or formed
a substantial portion of the net assets of the Group.
To give details of other subsidiaries would, in the
opinion of the Directors, result in particulars of
excessive length.

MEBAm &R EEN 28 AEREEE
B o

=113

TRINFARRZMBRA  BEERRZ
EMBRAUAREFEXEFEATE
SEAEEEEFBECERLY - EFR
BETIEEMH B AR ZER - HERFIE
BRI -

N
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For the year ended 31 March 2012

BE—F——F=HA=1—HIFE

20. INVESTMENTS IN SUBSIDIARIES

96

(continued)

Particulars of the Company’s principal subsidiaries

are as follows:

Place of
incorporation/
registration

Nominal value of
issued/registered/

Percentage of

20. AMIB AR 2 RE (&)

RRAREZWBRARZFHBNOT

and operation  paid-up capital equity attributable Principal
Name BRI BRR BRI/ EM to the Group activities
28 EXuH BEfRAEE AREFERERSE TEER
2012 2011
—E-Cf Z2——F
% %
Directly held:
EfRE:
Champion Apex Limited Hong Kong HK$10,000 100 100 Trading of electronic
ELBRAF & 78%10,0007T consumer products and
related components
BEETHBERR
iEA
Grand Golden Profit Limited Hong Kong HK$10,000 100 100 Inactive
AleNBRRA B 75¥610,0007C HER
Tonic Electronics (B.V.1.) Limited ~ BVI HK$1 100 100 Investment holding
EERLHE BRI REER
Indirectly held:
MiEES
REEMABERBRER AR PRC RMB68,830,005 100 100 Manufacture, processing,
(Dongguan Xin Lian Digital L AR %68,830,0057C and sale of electronic
Technology Co., Ltd.**) consumer products
g MIREE
EFHEEMR
BEBESRINERAR PRC RMB1,000,000 100 100 Dormant
(Guan Hua Gang Trading F AR#1,000,0007T BmE
(Shenzhen) Co., Ltd.**)
Tonic Marketing Limited BVI US$0.01 100 100 Investment holding
REREEE 0.01%7T RAER
# Wholly-foreign-owned enterprises # SNEBERE
**  The English name is for identification purpose only o BN HTEEMEHER
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For the year ended 31 March 2012

EE=

21.

22

E——F=A=+—HIFE

INVENTORIES 21. &
Group
rEE
2012 2011
—E-——F —E——fF
HK$'000 HK$'000
BT T BT
Raw materials R 2,305 429
Work in progress RS 1,573 6,743
Finished good B oA 1,621 -
5,499 7,172
. ACCOUNTS RECEIVABLES 22. FEWERSX
Group
rEE
2012 2011
—E-CF —E——fF
HK$’000 HK$'000
BET T BETT
Accounts receivables JEURBR X 9,215 9,801

The Group’s trading terms with its customers are
mainly on credit. The credit period is generally 30
days extending up to 90 days for major customers.
The Group seeks to maintain strict control over its
outstanding receivables in order to minimise credit
risk. Overdue balances are reviewed regularly by
senior management. At the end of the reporting
period, the Group had certain concentration of credit
risk as approximately 85% (2011: 63%) and 100%
(2011: 100%) of the Group’s trade receivables were
due from the Group’'s largest trade debtor and the
five largest trade debtors, respectively.

AEBHEEFEESKRAETEREE

N EEH—RA30B  TEFFPHNEE
HAEEZ&%2 A90H - RE@AHRHEH
AU B FEM GRIB M R RIS - LR ER
REERK -@HREEREHaAERE
EBEHEMN - RR5PHMEEER  A5H
Z2ETREERRET  RRALKEES
JEUBR FX4185% (— T ——4F : 63%) &
100%(—Z——% : 100%) D Bk B AL
EsAZSEFARTREARBSEBLA
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BrRE AR M AT

For the year ended 31 March 2012
BE-_F——F=A=+—HIFEF

22. ACCOUNTS RECEIVABLES (continued) 22. BB (&)

The aging analysis of accounts receivables at the end RRERHEE B IREE AT ENER
of the reporting period, based on the invoice date, is RRZERASTET
as follows:
Group
EE
2012 2011
—B——F —T——%F
HK$'000 HK$'000

BT BETT

30 days or less 30HEAT 5,097 5,261
31 to 60 days 31HZE60H 487 4,540
61 to 90 days 61HZE90H 3,631 -
9,215 9,801
At the end of the reporting period, the Group's RBERHREER - N Bz BIRERRIT
accounts receivables that were neither past due nor M HTORE - ZFEURRBR — i
impaired which relate to several customers for whom BN B R B R AR 2 B P FEMERIA -

there was no recent history of default.

98 TONIC INDUSTRIES HOLDINGS LIMITED Annual Report 2012



NOTES TO THE FINANCIAL STATEMENTS
BF BE AR M AT

For the year ended 31 March 2012
BE—F——F=A=+—HIFE

23. PREPAYMENTS, DEPOSITS AND 23. @R RIE  ZEREMERR

OTHER RECEIVABLES

5

Group
rEE
2012 2011
—B-—F —ZE——F
HK$'000 HK$'000
BETT BT
Prepayments R FIA 176 621
Deposits and other receivables Re REMEKEIE 2,137 1,644
2,313 2,265
Less: Impairments (note 14) B ORIE (A 14) - (211)
2,313 2,054

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

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

FBARIE - 12 e REMEUGRED BRI
BER s ABBIREE S & E M ER B
7E%211,0007T - ERTRERABELEER 2R
A ABEHEE o 18558 2 £ b fE Uk 308 &
BRERZEFARE - NEBUVER LS
EHE s TR RREMEERA -

BRATIREREE SN - BLE Ll 8 EC B H SR
B MEbl&ESRERE s emMEERTY
BRI RKTIABERE -
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For the year ended 31 March 2012

#HEr=

24.

25.

100 TONIC INDUSTRIES HOLDINGS LIMITED Annual Report 2012

E——F=H=F—HIFE

DUE FROM A SCHEME SUBSIDIARY/
DUE TO A DIRECTOR

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

During the year, the scheme subsidiary has disposed
of the Pledged Properties which were secured for the
Xin Lian Loans of approximately RMB103,000,000
(equivalent to approximately HK$122,055,000)
borrowed by an indirect wholly-owned subsidiary
of the Company. The Xin Lian Loans have been
fully settled by the proceeds from the disposal of
the Pledged Properties. Under the Xin Lian Loans
arrangement, the equivalent amounts due from
the scheme subsidiary have been simultaneously
recovered and released upon the repayment of the
Xin Lian Loans through the disposal of the Pledged
Properties.

CASH AND BANK BALANCES

At the end of the reporting period, the cash and
bank balances of the Group denominated in
Renminbi (“RMB"”) amounted to approximately
HK$4,372,000 (2011: HK$846,000). RMB is not
freely convertible into other currencies. However,
under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations,
the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct
foreign exchange business.

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

24.

25.

W —RFENEARRE
BN—REERE

FEd— R BN E R T ROR R — £
FRENMER R REETEIS -
B Y I A RIFRE e — 53
AR 11 (CRIE -

TR ETEINB RN S EIFEYE - KT
MEDAERAR—REAEE2ENBAR
B AZ & E 4 A R#103,000,0007T
(FBER4#E%122,055,0007T) 2K - &
BERE B HEREMESHTIETEH
B - RBESHERTH - BB L SR
MEENBHERE  BEREBEHR—RET
ZIM B A RIFRIB 2 S EEC BN IR B R fRRR ©

ReERBITEST

RBEHELEER - AEBUARE(TA
REDFEZRESRRITEFHAEBE
4,372,0007C ( — & ——4 : #1#846,000
L) o ARBATAI AR ABRAHME - A
i ARE R B Rt SNE IR A A TE - &
fERMESERT  AEBERETERE
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For the year ended 31 March 2012
BE—F——F=A=+—HIFE

26. ACCOUNTS PAYABLES

The aging analysis of accounts payables at the end

26. ETERFX

RIBEHEEE B REZTAHFENEN

27.

of the reporting period, based on the invoice date, is R ZBRESTIT
as follows:
Group
rEHE
2012 2011
—F--F —T——F
HK$'000 HK$'000
BT T BETT
30 days or less 30 AT 71 327
31 to 60 days 31THZ60H - 1,473
61 to 90 days 61HZ90H - 275
Over 90 days BiE90H 499 170
570 2,245
ACCRUALS AND OTHER PAYABLES 27. BrtE B R HA B FIE
Group
rEHE
2012 2011
—B-—=F —E—%
HK$'000 HK$'000
BT T BETT
Other payables Hith FE I8 6,058 12,047
Accruals fEztBaE 19,767 18,991
25,825 31,038

At the end of the reporting period, included above
are loan interest and other payables to the ultimate
holding company amounted to approximately
HK$1,758,000 (2011:HK$958,000) and
HK$2,095,000 (2011:HK$1,469,000), respectively.

RREHHELEED - LillBE BIEERF
EREMNEERERARZEMEIED R
#)75¥1,758,000 L (ZE——F : B
958,0007T) & A #2,095,0000 ( =& ——
F : B#1,469,0007T) ©
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28. BORROWINGS 28. 18 &
Group
rEH
2012 2011
—EB-ZfF —E——f
HK$'000 HK$'000
BET T BT
Bank loans RITER - 112,575
Loans from the ultimate holding company  RE&KIER AR 2 EX 69,700 64,700
Loans from a shareholder of the Company HREAXLQAGT—RKRE T EX 49,000 -
Other loans HEMmER 84,870 91,245
203,570 268,520
Secured VR 124,870 131,245
Unsecured A 78,700 137,275
203,570 268,520
Carrying amounts repayable: ATEEREE :
Within one year or on demand, —ERNPIREREE
disclosed as current liabilities WEARBARG 185,570 186,755
More than one year, but not exceeding —FREATBBRE -
two years, disclosed as non-current WEAERHEE
liabilities 18,000 81,765
203,570 268,520
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28. BORROWINGS (continued) 28. (& (&)

Bank loans at 31 March 2011 were arranged at
floating rates at the range from 6.9% to 13%
per annum. Interest-bearing other borrowings are
arranged at fixed interest rates at the range from 2%
to 36% per annum.

At 31 March 2011, the Group’s pledged bank
borrowings of approximately HK$112,575,000 were
secured by the mortgages over the leasehold lands
and buildings of a scheme subsidiary. This loan has
been fully repaid during the year in accordance with
the arrangement of Xin Lian Loans as explained in
note 24 to these financial statements.

The loans from the ultimate holding company of
HK$40,000,000 (2011: HK$40,000,000) were
interest bearing at 2% per annum and secured by
a share charge over the entire issued capital of a
wholly-owned subsidiary of Company. The rest of
loans from the ultimate holding company were
unsecured, interest free and had no fixed term of
repayment.

At 31 March 2012, the Group’s loans from a
shareholder of the Company were unsecured and
bearing interest at Hong Kong prime interest rate
plus 2% per annum. HK$31,000,000 of which had
no fixed term of repayment and the rest of them are
not repayable within one year.

At the end of the reporting period, the Group’s
other loans of approximately HK$84,870,000 (2011:
HK$91,245,000) were secured by the mortgages over
the Group'’s leasehold land and buildings which had
the aggregate carrying amounts of approximately
HK$179,846,000 (2011: HK$172,518,000) and
equipment and tools with the carrying amounts of
approximately HK$nil (2011: HK$14,199,000).

RZZE——F=ZR=+—HZRITEHR
NFFER6IEE1BEZFBMELEE - K
st REEEN T HEE2EZ36E 2 EEH
LBk o

MN-_ZE——F=A=+—0 A£EEK
2 SRITIEE4)78%112,575,000 T AT £l
MEBARZHEE L RIEFRIBIEER -
FN - HWEERCREBELSEMBEREM T
2AFTIE Y B BT YIRHEE -

KB R RA B2 B 5048 % 40,000,000
TT(=Z——4 : #¥40,000,0007T) LAF
BREFABERUARRIZENBARIZIE
BITRAZ RO ERIERTE - kA&
RERDRZEFAEER - TH B RE
[Eijvaey /¢

R-TE——F=A=+—H8 KEBEEKAH
ARBl—BRBEZEFABERBERES
EREEMNRNEE2ENE B BK
31,000,000 7T % [& F 2R - SRR EER
—FREE -

RBMEBHEEER  AEBZHMER
#4975 % 84,870,000 L (=T — —F : &
#91,245,00070 ) A A E B R @ AELD
75 #£179,846,000 L ( =T — —F : B
172,518,0007T ) 2 & L #h M IEF LB LA
MEAENEES L(ZE——F B
14,199,0007T ) 2 & 5 )2 TR -
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29. DEFERRED TAX LIABILITIES 29. EEHEAR

The movements in the Group’s deferred tax liabilities
during the year are as follows:

FAZREHRIAZEHWT

Accelerated Revaluation

tax of
depreciation properties Total
MEBIERE ERrYyES st

HK$'000 HK$'000 HK$'000
BB BB BETT

At 1 April 2010 RZE—ZFMNA—H 3,739 27,738 31,477
Deconsolidation of a liquidating B —RBEHBE AR

subsidiary =N (3.726) (388) (4,114)
Deconsolidation of scheme BUHEETEI B A A

subsidiaries RSN (13) (20,698) (20,711)
Deferred tax debited to other REM 2 ERANRZ

comprehensive income RIERTE - 8,890 8,890
Exchange differences EHESE - 302 302
At 31 March 2011 and 1 April 2011 RZE——F=A=+—H

k=—ZT——FINA—H - 15,844 15,844

Deferred tax debited to other REMZERAINR 2

comprehensive income BERIE - 1,879 1,879
Exchange differences I 5= - 601 601
At 31 March 2012 WZE——F=-A=+—H - 18,324 18,324

Subject to agreement by the respective tax
authorities, the Group had tax losses arising in
Hong Kong of approximately HK$1,550,000
(2011: HK$301,000) at the end of the reporting
period that are available indefinitely for offsetting
against future taxable profits of the companies in
which the losses arose. The allowable losses of the
Company’s subsidiaries incorporated in Hong Kong
are yet to be agreed by the IRD. At the end of the
reporting period, the Group also had tax losses
arising in Mainland China of HK$711,896 (2011:
HK$21,895,000) that will expire in one to five years
for offsetting against future taxable profit. Deferred
tax assets have not been recognised in respect of
these losses as the Directors consider not probable
that the subsidiaries will have sufficient future
taxable profits against which those tax losses can be
utilised.
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BURABERISHE 2 ER  REBAR
ARBEEZTRIBEBLB1,550,00070(=
T——4 : B¥301,0007T) ¢ ATERHALE
o DUREEAEIBZ ARIRRERT R
F o RABIN BB MK B AR Z A
MEBEREAERBEREE - RS EM
HEB  AEBITERTPBREAMEEEZR
TEEEA)EET711,8906 T( T ——F : /&
#£21,895,0007T) * IR —ERFRER -
AR R ERT AT - EFERBZ
ST B8 A B A AL 48 7 B R 2R B ER B T
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29. DEFERRED TAX LIABILITIES (continued) 29. IEZEMRIBEE & (&)

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

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

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

RIFHBEBEMBTUE - P BIREER L
ZINERERIIEREETIR RSB
WI10%TFEHH - ZHRER—FFNF—A
—REER WERAR-_ZTZTLF+-A
Tt RARELZAN - W EEINER
BERBREER 2 BRI ARG EERH -
AR EREBEZBINRE - AEEZER
MEB5%H10% » FLt - NEBEBERZE
RABRERZZMBRARE —TF\F
—A—REELZ BN DK SEWMTETR -

RBERRSEER > AR AEERPEAX
PERKSL 2 B R R AT AT D IR & A -
B0 8 S0 7% 55 Y B X B 2 R EE & e
IR R AERERDRIETRIA

AR BRA T HBCR 2 BRI 5 P 15
BIER o
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—FZHA=1—HIFFE

BE—F——

30. SHARE CAPITAL

30. lR&

2012 2011
—F--F T
No. of shares Per share Amount No. of shares  Per share ~ Amount
RH#E R x| Btn & H S x|
Notes HK$ HKS$'000 HK$  HK$'000
Bt B BETrn A OBETL
Ordinary share of R_B——ER
HK$0.01 each at —T-Z%=f
31 March 2011 =+—HEk
and 2012 EEB%0.017T
T BAL
Authorised: EE
At beginning of year F4) 30,000,000,000 0.01 300,000 3,000,000,000 0.10 300,000
Share Subdivision Rt 7548 (b) - - - 297,000,000,000 - -
Share Consolidation Binas () - - - (270,000,000,000) - -
At 31 March R=ZA=+—A~ 30,000,000,000 0.01 300,000 30,000,000,000 0.01 300,000
Issued and fully paid: BR{TRAR :
At beginning of year FH 1,068,468,860 0.01 10,685 1,057,889,962 0.10 105,789
Capital Reduction FRAHIR (a) - - - - - (104,731)
Share Consolidation R () - - - (952,100,966) - -
Share after Capital RAEBRE 2
Reorganisation f&in 1,068,468,860 0.01 10,685 105,788,996 0.01 1,058
Issue of New Shares BT (d) - - - 962,679,864 0.01 9,627
At 31 March R=A=+—H 1,068,468,860 0.01 10,685 1,068,468,860 0.01 10,685
Notes for 2011: ZE——FE
(a)  Upon completion of the capital reorganisation, the issued (@) ERBRAZEE KRR BETRABBIHEY
share capital of the Company was reduced by cancelling the ERABIAZE BB REREFETRERDEE
paid up capital to the extent of HK$0.099 on each issued 0.0997T * MHAMAB HITHA RN EEHRSARE
existing share on the Effective Date such that the nominal EB0.107TRE S REEEH0.001 7T ([ AR AEI
value of all the issued existing Share had been reduced ) e
from par value of HK$0.10 to HK$0.001 each (the “Capital
Reduction”).
(b)  Upon completion of the capital reorganisation, each of the (b)  FEARIRAEMRR - AARRAFEREEE0.10
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authorised but unissued share of par value HK$0.10 each in
the share capital of the Company was subdivided into 100
shares of par value HK$0.001 each on the Effective Date (the
“Share Subdivision”).

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

T2 EBBUEEBRETROENER A BFAR
100 A EER R 0.001 T2 Bcfp ([l ]) -

FFARAHIR R RO AERE - ARRBBEE
B E(E B #0.001 T2 F10ME BT RARBITH
MAEGRAARBAT —HEREEE%0.017T
Z RN ETEN A6 (BRI EH])
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—FZA=F—HIFFE

30. SHARE CAPITAL (continued)

Notes for 2011: (continued)

(d)

The Company entered into the subscription agreement
with Skill China, on 15 January 2010 (as amended by the
supplemental subscription agreement dated 24 June 2010).
According to the subscription agreement, the subscriber
agreed to subscribe for an aggregate of 909,785,366
subscription shares with a par value of HK$0.01 each in the
share capital of the Company at the subscription price of
approximately HK$0.0879 per subscription share resulting
in the cash consideration of HK$80 million. These shares
were issued and allotted to the subscriber on the Effective
Date, and 63,473,398 subscriptions shares of which were
transferred to the schemeco on the same day as option
shares for the purpose of the creditor scheme.

Upon the capital reorganisation becoming effective,
52,894,498 remuneration shares with a par value of HK$0.01
each in the share capital of the Company were issued and
allotted to two financial advisors of the Company in relation
of the Restructuring at a price of approximately HK$0.0879
per remuneration share for settlement of part of their
professional fees in relation to the Restructuring.

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

Capital management

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

The Group manages its capital structure and
makes adjustments to it, in light of changes
in economic conditions. To maintain or adjust
the capital structure, the Group may adjust the
dividend payment to shareholders, return capital
to shareholders or issue new shares. No changes
were made in the objectives, policies or processes
for managing capital during the two years ended 31
March 2012 and 2011.

30. A ()

—E——FW - (8)

(d) ARAR-ZT-ZTF-A+AABEELTIRE
HEEEHA—E—EFANA TR ZHARR
BiBHRIEE]) - BIERERE - REARBILRN
BERRERNLQE0.0879 T RE AR FRBA

4 4£909,785,366 kTR E BB 0.01 T 2R
B - BT SRR € (X (E#180,000,0007T © 5%
SROAERABHEETREETREA - P
63,473,398 R R 1D HA A B FhERE AT EILAHER
R 2 HREE TR EIRR -

RIRAEEERE - AR FAIPRAH 52,894,498 %
FREEEH.01 T ZME RN ERSRIIE K
1R RBHE0.0879 7T 2 BER A EMA T 1T RELE T A
RAMEMEER - NENEHEEMAZ BN FX
A -

RAER A - EAEARTEIA )R HARE AR D A &
Bl g R B ITI S M0 18 - FEAER 846,311,968 %
B PHEEERZ  HEREAQREHEHITRAE
#979.21% © HIA AR HELEESHPR-T
—EF+—A=+—BzBaAMH &AM
BT AEMA ETRAIES08(1)@)IEETE
H2S%HBEARFREZRT - WHEEBRERE
REETMKE  AEHNTAEBRE25%REARE
R &2 HRE - FEEEA 739,164,898 A 1D F A
2 EERARREIEEITRAL69.18% -
WEERE R E— A E B EEE B AR -

EXEH
AEBEAER 2 TEBNRREAEH
RBREEZRENRERRBREA L TUZ
FREEBLREESRERIEE -

REBRBEERNECEBELERNGEE
RIELAE - AEBE N EHAABERE
IR ZIRE - MRREEE RN TR
AR AR EARER - REBEEZT—=
FR-ZFE——FZA=+—HIWEFE
BEREEZEE  BXRIEFHEESE
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30. SHARE CAPITAL (continued) 30. BRA&< ()

Capital management (continued)

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

EAREE(E)
RNABMEREARABLR(ERFHEBRIAE
AN)EEEREK o NEE MK BIZHERHE
REBELER100% AT « B FEaET
BRITMEMEERE S MBITET - &
AIgEfER - NMEHHEEAZEARE
fELLRIMT

Group

EE
2012 2011
—E-—C—F —FE——%F
HK$’000 HK$'000

BT BETT

Bank and other borrowings RITREAMEER 203,570 268,520
Less: Cash and bank balances B IRE METET (33,683) (8,927)
Net debts B FEE 169,887 259,593
Capital (=N 4,351 58,515
Gearing ratio BEARAGBHR 3905% 444%

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

(a) Group (a) x&E

The amounts of the Group’s reserves and
movements therein are presented in the
consolidated statement of comprehensive
income and consolidated statement of changes

AEE HERAREDHERGS
PEWHERGAEREHELS) -

in equity.
(b) Company (b) &27]
Share
premium Contributed Accumulated
account reserve losses Total
BARER F 0N RiER @
Notes  HK$'000 HK$'000 HK$'000 HK$'000
Hiz BT BT BT ot e
At 1 April 2010 R-E-SFMA—H 71,388 58,794 (394,756)  (264,574)
Profit for the year REZHF - - 68,158 68,158
Capital reorganisation: PRAEAR -
~ capital reduction — BB 31(c) - 104,731 - 104,731
—issue of shares — BT H% 30 75,022 - - 75,022
— share premium — kD E B
cancellation 31(c) (71,388) 71,388 - -
- set-off accumulated losses  — & 2 BB HEEA
against contributed e
reserve 31(c) - (176,399) 176,399 -
At 31 March 2011 RZE——F=f
and 1 April 2011 =t-HARZE——%
mA—H 75,022 58,514 (150,199 (16,663)
Loss for the year KEEER - - (5,873) (5,873)
At 31 March 2012 R-Z——F=H
=t+—H 75,022 58,514 (156,072) (22,536)
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31. RESERVES (continued)

(c) Nature and purpose of reserves

0]
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Share premium account

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

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

31. ®E &)
(0 BEMHERAR

(i)

R 425 18 AR
REFRSHEREE  HARF
A B AR N XA RN SR IR
T RRBBREERABES
IRTF AR - AR R ZARN EREIR
ERERENEELEREER
FEHNEER - EERR 0 AR
BRI R WO R R AR U0 i B
IR BARERREER o

Hz—_Z2——F=A=+—8H1t
FE  BREADR—IBRRE
R-E—TFE-ZA=Z+—HBZAK
NI = E R 2 AR B I
71,388,0007L2 748 ([ g0 @ (8
PRI - R REREELE
BRERE RN A 2 HAHRE -
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31. RESERVES (continued)
(c) Nature and purpose of reserves
(continued)

(i)

(iii)

Contributed reserve

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

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

Property revaluation reserve

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

31. &)

(o) REUHERRRA)

(i) BARKB
REB B MR RSB 2 A
ERARAREEARRRNE
B 2P BT BB A R B A AT
ETEEEAMGRAHRE @ B
HAR BRI B B AT 1T
PN EERZRE

Hze-_Z——%F=ZA=+—H
LEFE - ARARZBRAHIRE T
i - RRBIBEITRA AL
7 ¥ 105,789,000 TT R & 4978
# 1,058,000 7T ° A% AN Hll R & B
RARE FETRAR D K&
104,731,0007C - BHESRETA
RRB 2 BARERE - BiD&E
P 3H SR AR AN HIRE A R A A
176,119,000 - DEESE
RNARZ AN ER - EREE
B B #9515 176,399,000 JT K
SHANA B2 BEHEE -

(i) MEEHEHE
MESEHBECRBL S B ®R
RIWTAEFARM ST BUR
RN BRI o
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31. RESERVES (continued)
(c) Nature and purpose of reserves

(continued)

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

32. MAJOR NON-CASH TRANSACTIONS

The Group entered into the following non-
cash transactions which are not reflected in the
consolidated statement of cash flows:

(@ The Group’'s bank and other loans of
approximately RMB103,000,000 (equivalent
to approximately HK$122,055,000) has
been fully settled by the proceeds from the
disposal of the Pledged Properties held by the
scheme subsidiary. Under the Xin Lian Loans
arrangement, the equivalent amount due from
the scheme subsidiary has been simultaneously
recovered and released upon the repayment of
the Xin Lian Loans through the disposal of the
Pledged Properties. Further details for the Xin
Lian Loans Arrangement are explained in note
24 to these financial statements.

(b) During the year ended 31 March 2011, on
the Effective Date, 909,785,366 subscription
shares with a par value of HK$0.01 were issued
and allotted to a new investor, Skill China,
for the cash consideration of HK$80 million
(approximately HK$0.0879 per subscription
share). Based on the creditor scheme, all
proceeds from the issuance of the subscription
shares was made available to the administrators
to settle and discharge the claims under the
creditor scheme.
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NOTES TO THE FINANCIAL STATEMENTS
B IE AR M AT

For the year ended 31 March 2012

EE-F——

FZHA=+—HIFE

33. OPERATING LEASE ARRANGEMENTS

(a)

(b)

As lessor

The Group leases certain of its properties under
operating lease arrangement, with leases
negotiated for terms ranging from one to eight
years. The terms of leases generally also require
the tenants to pay security deposits and provide
for periodic rent adjustments according to the
then prevailing market conditions. At the end
of the reporting period, the Group had total
future minimum lease receivables under non-
cancellable operating leases with its tenants
falling due as follows:

33. REEEZRH
(a) fERHEA

AEBRRBKEHERFHERESET
mE HBRRERRN T —2N\F -
MEHR— RN E AP X HERZ
T AeEHRERTRARES -
RBREHEEER  REBEREATE
PRI Z N A E & & E R T ARK
RIEEYE S FRREBNIAT R
28

2012 2011
—E——F —E——%F
HK$’000 HK$'000
BT T BT IT
Within one year —FE R 3,010 2,487
In the second to fifth year, inclusive #£-ZEAF(BEEEME) 8,482 9,641
After five years hF& 771 1,536
12,263 13,664

As lessee (b) EREFAA

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

FEBRREEHELHEESETE
T EHEERRN T ERF o R
REMEAEER - AEERTAHE
REMERTRARREHESHALE
RTPIEARE R

2012 2011

—E-=F —T——F

HK$'000 HK$'000

BT BT T

Within one year —FR 161 1,116
In the second to fifth year inclusive HE-ZRF(BEEREME) - 181
161 1,297
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For the year ended 31 March 2012

#HEr=

34.

35.

E——F=H=F—HIFE

CAPITAL COMMITMENTS

At the end of the reporting period, the Group does
not have capital expenditure in respect of property,
plant and equipment contracted for but not provided
in the consolidated financial statements.

At 31 March 2011, the Group had the capital
commitments contracted but not provided for in the
financial statements in respect of unpaid portion of
capital contributions to an indirect-holding subsidiary
of the Company amounting to approximately
HK$584,000.

RELATED PARTY TRANSACTIONS

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

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

34.

35.

BAENE
RBEWHAEE  AEELERDTH

BRRGAMBRRBEZNE - BER
RBAEME AR

o

RZB——F=A=+—H AXEBECEF
MBRRE MR BEE 2 BEAAES A
NAAEERMBRARDIERERD - &
A7 ¥8584,0007T °

BEALXRS
BIBRREME D PR S RSB -
REBRAFEA TIBEALRIBERS |

(@) AEEXZEBABZMIE

2012 2011

—B-—=F —E——%

HK$'000 HK$'000

BT T BT T

Short term employee benefits RHEREET 6,009 5,319

Post-employment benefits RRTEF 44 67
Total compensation paid to key BENEFEEBEAERE

management personnel kL 6,053 5,386

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

Details of the Group’s amounts due to a
director are included in note 24 to these
financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended

31 March 2012

BE-—F——F=A=+—HIFE

35. RELATED PARTY TRANSACTIONS
(continued)
(c) As disclosed in notes 12, 27 and 28 to these
financial statements, the Group has the

follo

wing transactions and balances with

related parties:

35. BEALRZ (4)

(o)

AN E SRR MIFE12 ~ 27 28
WE AEFEEPEATEUTRS
ST

2012 2011
—B—=fF —E——fF
Notes HK$'000 HK$'000
biaE BT T BT T
Interest paid to: STHFET
— Ultimate holding company — R RPERR A A) 0] 800 800
— A shareholder of the Company  —A&R A —HKE (ii) 1,014 -
Balances with the ultimate BSKERARZ
holding company: REER
— Loan interest payable — EREZF A 1,758 958
— Other payables —Efb R FRIE 2,095 1,469
— Secured loan —HEHER (i 40,000 40,000
— Unsecured loan — R E R (iif) 29,700 24,700
Loans from a shareholder RERRR]—Z
of the Company IR 2 B (ii) 49,000 -
Notes: Bt -

(ii)

(iii)

This loan is interest bearing at 2% per annum, and
pledged by a share charge over the entire issued capital
of a wholly-owned subsidiary of the Company, and has
no fixed terms of repayment.

The Group's loans from a shareholder of the
Company were unsecured and bearing interest at
Hong Kong prime interest rate plus 2% per annum.
HK$31,000,000 of which has no fixed term of
repayment and the rest of them are not repayable
within one year.

This loan is unsecured, interest-free and has no fixed
terms of repayment.

0]

(ii)

(iii)

WEERAFB2EFTE - UARRZ2EMBRA
E2WEFTRAZBNEMEER - AEETEE
A

REERE -~ BRRZERBEEN - REER
EEAENEFR2EF B - EH 831,000,000
T EEEERY - R BAN—FAERE -

WEERBEER RS BJETER -
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For the year ended 31 March 2012
HE—_F——F=A=+—HIFEF

36. EVENTS AFTER THE END OF THE
REPORTING PERIOD

(a) Voluntary liquidation of a subsidiary —

36. REHRBGAEHAREER

(a) FIE 2B AREERE —Total Ally

Total Ally

Subsequent to the end of the reporting period,
on 19 April 2012, the Board resolved to
voluntarily wind up an indirect wholly-owned
subsidiary of the Company, Total Ally, and to
appoint Mr. Lai Kar Yan, Derek, Mr. Yeung
Lui Ming, Edmund, and Mr. Ho Kwok Leung,
Glen, as liquidators for the winding-up of Total
Ally jointly and severally. With effect from the
commencement date of the liquidation, the
financial results and operation of Total Ally
Group will be deconsolidated from the Group
accordingly.

Total Ally Group, through its subsidiary Xin
Lian, is principally engaged in the manufacture,
processing and sale of electronic consumer
products and related components (currently
being set-top box). The manufacturing
operation of the Group has been carried out
mainly through Total Ally Group. The voluntary
winding-up of Total Ally Group has resulted
in the restructuring of the Group’s business
model in the set-up box operation. The Board
considered that this provides an opportunity
for the Group to have a more cost effective
and commercially feasible structure to improve
financial performance of the Group.

Please refer to the Company’s public
announcement date 19 April 2012 for further
details. Unless otherwise specified, capitalised
terms used herein this note shall have the same
meanings as in this announcement.
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BE-—F——F=A=+—HIFE

36. EVENTS AFTER THE END OF THE 36. REHIBGEEARSEH®E)

REPORTING PERIOD (continued)

(b) Change of controlling shareholder (b) IZERRIRREE
As described in the Joint Announcement on BN T ——FMA -+ +EH
27 April 2012, subsequent to the end of the BTl RREEMLEERE -
reporting period, on 24 April 2012, the Board RIZBE-——_FNMNA-+MNA  E5F
was informed by Vendor 1 that Success Well EEH—HME - Success Well(lE 5 )
(the “Purchaser”) entered into S&P Agreement HEER((FEH—)) heES (5
1 with Skill China (the “Vendor 1") and Dr. So FERADIIZEEHZ— - &t
Shu Fai (the “Vendor Guarantor”) pursuant to BEHFEEAEKRMEREEEMES —BF
which the Purchaser has conditionally agreed R = L& 707,110,832 B 85 & A%
to purchase and Vendor 1 has conditionally - RERERIEERMDEE0.251
agreed to sell 707,110,832 Sale Shares at a JC e

consideration of HK$0.251 per Sale Share.

On 27 April 2012, the Purchaser also entered R-_ZE——FWA-_++H  EH
into the S&P Agreement 2 with Greatest HiGreatest Mark([ EHF = 1) 5T B
Mark (the “Vendor 2"”), pursuant to which EH=#ET Bt - EAEABKREGR
the Purchaser has conditionally agreed to BEREMESF _EBBKHERERME
purchase and Vendor 2 have conditionally & 42,738,754 R E R D - KRB
agreed to procure the sale of 42,738,754 RERHEERNBEOSOT - BE)
Sale Shares at a consideration of HK$0.50 per RBEFEERNOREG R ABE
Sale Share. The consideration payable by the 198,854,195.83 7T ° $HE&E MR D& 4B
Purchaser for the Acquisition amounted to ERBEAMBEARREE D BT
in aggregate HK$198,854,195.83. The Sale fEZ<4970.18% ©

Shares in aggregate represented approximately
70.18% of the entire issued share capital
of the Company as at the date of the Joint

Announcement.

As at the date of the Joint Announcement, REERAMBEH - SERMA KRG
all conditions to the Completion have been ERERR c RTKEREE
satisfied or waived. Upon the Completion —REEBEB#E AR ——-FHAL
and completion of S&P Agreement 2 on 7 HEXE  BARAE-BIT8IALHE
May 2012, the Purchaser and parties acting 5 749,849,586 % i 17 + #HE K % B
in concert with it owned 749,849,586 Shares, ERMABARRZHBEREITRAL
representing approximately 70.18% of the 70.18% * WA AARNE] 2 ERRER -
entire issued share capital of the Company Br S A RTRAAN » NP 3 P A Ar) o B2 EG
as at the date of the Joint Announcement AR E S BEBHERRE °

and became the controlling shareholder of
the Company accordingly. Unless otherwise
specified, capitalised terms used herein this
note shall have the same meanings as in the
Joint Announcement.
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For the year ended 31 March 2012
HE—_F——F=A=+—HIFEF

36. EVENTS AFTER THE END OF THE

REPORTING PERIOD (continued)

(c) Change of board composition
The change of controlling shareholder to
Success Well as detailed in (b) above had
triggered Success Well to make a general offer
for all the issued shares of the Company (other
than those shares already owned or agreed to
be acquired by Success Well and parties acting
in concert with it) under the Code on Takeovers
and Mergers of Hong Kong. The general offer
closed on 22 June 2012 as detailed in the
announcement of the Company published on
the same date.

Upon the completion of the general offer, the
board composition changed accordingly. Please
refer to the Company’s announcement on 22
June 2012 for the changed board composition
and the role and functions of the Directors with
effect from 23 June 2012 for further details.

37. APPROVAL OF FINANCIAL
STATEMENTS
These financial statements were approved and
authorised for issue by the Board of Directors on 29
June 2012.
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FIVE-YEAR FINANCIAL SUMMARY
EFMBENBE

A summary of the results and of the assets and liabilities
of the Group for the last five financial years, as extracted
from the published audited financial statements and
restated/reclassified as appropriate, is set out below.

ATHEIRAKBEBERLBAMRFREZE
BBERAEME  MWFEHIREEED
BRI B®RE - YEELHBEEES

B

o

RESULTS E Year ended 31 March
HZ=HA=1+—-HILEE
2012 2011 2010 2009 2008
- —T——F ZT-TF —ZTTNF ZTT)\F
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
BETT BETr BETT  AETT  A%TR
CONTINUING OPERATIONS  iS@E@wagis
REVENUE gN 178,214 77,394 486,237 2,055,805 2,120,846
(LOSS)/PROFIT BEFORE TAX  RRBiAT(E18), %%  (62,620) 388,444 (805,396) (152,458) 12,014
Income tax FTi3% - - 14,982 (140) (13,515)
(LOSS)/PROFIT FOR THE BEREEE
YEAR FROM CONTINUING REE(FR)/
OPERATIONS EF (62,620) 388,444 (790,414)  (152,598) (1,501)
DISCONTINUED OPERATION B &Sk
(Loss)/Profit for the year from B4R IFEEEH%
a discontinued operation AEE(ER)/
pill - - - (22,289) 7,186
(LOSS)/PROFIT FOR REE(FR)
THE YEAR HF (62,620) 388,444 (790,414)  (174,887) 5,685
ASSETS AND LIABILITIES BEREE As at 31 March
R=A=+—H
2012 2011 2010 2009 2008
—E-Zf —T——F —T-TF —TTHF ZTTN\F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BEFTr  BETrT  AETT  E%Tr
TOTAL ASSETS BESE 254,640 377,420 436,134 1,245,569 1,717,475
TOTAL LIABILITIES BELE (250,289) (318,905)  (859,444)  (858,889) (1,155,725)
Net assets/(liabilities) LE/(AfE)FE 4,351 58,515  (423,310) 386,680 561,750

TR -CFFR RIBEERERLF
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PROPERTY HELD BY THE GROUP

REBFHRH ZWF

31 March 2012
—E——F=FA=+—H

Particulars of property held by the Group as at 31 March

2012 are as follows:

PROPERTY INTERESTS HELD BY
THE GROUP IN THE PRC

AREFR T —FZA=-+—BEHE2MES
ER NN

AEBEFRFE ZYFEER

Type Lease term
BE HEA

A factory complex located at
the Industrial Area No. Two in
Huangjiabo Village

ShiPai Town, Shi Pai
Dongguan City

Guangdong Province

The PRC

iz AR
EBRE
HEm

Vake Fateiaic]
BREN
v
GAT%E

120 TONIC INDUSTRIES HOLDINGS LIMITED Annual Report 2012

Industrial Medium

I% T






	COVER
	CONTENTS
	CORPORATE INFORMATION
	CHAIRMAN’S STATEMENT
	DIRECTORS AND SENIOR MANAGEMENT PROFILE
	MANAGEMENT DISCUSSION AND ANALYSIS
	REPORT OF THE DIRECTORS
	CORPORATE GOVERNANCE REPORT
	INDEPENDENT AUDITOR’S REPORT
	CONSOLIDATED INCOME STATEMENT
	CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
	CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	STATEMENT OF FINANCIAL POSITION
	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONSOLIDATED STATEMENT OF CASH FLOWS
	NOTES TO THE FINANCIAL STATEMENTS
	FIVE-YEAR FINANCIAL SUMMARY
	PROPERTY HELD BY THE GROUP
	BACK COVER

