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ERE®RE

LING Siu Man, Simon

EDX

Chairman and Managing Director
FIEREFLSTE

Dear Shareholders

On behalf of the Board of Directors (the “Board”), | hereby present
the annual results and financial statements of Tonic Industries
Holdings Limited (the “Company”) and its subsidiaries (together
referred to as the “Group”) for the year ended 31 March 2010 (the
“Year").

The Group recorded a turnover from continuing operations of
approximately HK$486 million and a loss attributable to equity
holders of the Company of HK$790 million for the Year, compared
to HK$2,056 million, and HK$175 million, respectively for the
previous year.

Facing the most severe global and financial crisis in history, many
of the Group’s customers and markets were adversely affected.
The global economic downturn has resulted in the demand for
the Group’s products in the US and European markets subsided
substantially during the Year. With a relatively robust domestic
economy in China, the Group has taken responsive steps to
rationalise operations and change its focus to supplying to Chinese
customers.

As a result of the severe financial crisis, the global financial sector
has been particularly hard hit. The result had been a substantial
contraction of the credit facilities available to the Group. The
adverse conditions in the equity capital markets have resulted in the
share price of the Company remaining depressed and numerous
attempts to raise equity capital from the market had not been
successful.
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CHAIRMAN'’S STATEMENT
EFERE

Management and colleagues have worked hard to contain the
damages to the operations and assets of the Group in the face of
the difficult operating environment. The Management has taken
steps to impose strict cost saving measures to ensure the remaining
operations of the Group are conducted in the most cost effective
manner.

Certain production capacity has been suspended since 2009
with a view to control expenses. Naturally, as a result of such
reorganisation of production, costs of approximately HK$8
million were incurred to compensate employees who were made
redundant.

The Group has substantially reduced the level of borrowings during
the last few years to ensure the continued viability of the Group.
However, due to the substantial limitations to the production scale
of the Group and the pressure on cashflows, financial institutions
providing facilities to the Group has ceased their financial support
and demanded repayment of borrowings. The financial condition of
the Group became severely stressed and the Board took immediate
steps to identify investors and restructure the Group's financial
position.

The Group Reorganisation and Creditor Scheme

As stated in the interim report of the Company for the six months
ended 30 September 2009, the Group continued to be affected
by the looming global financial crisis. Sales of the Group for the
six months ended 30 September 2009, especially export sales to
markets in Europe and Americas plunged by approximately 82%
and working capital pressure increased against the credit crunch.
In addition, the United States government stopped subsidizing
consumers in purchasing digital set top boxes which further
dampened sales of set top boxes to the market. The Group has
decided to consolidate and streamline its businesses while scaling
down its operations in particular its exports sales, in order to
alleviate the financial difficulties of the Group. As disclosed in the
announcement of the Company dated 10 January 2010, with a view
to further reducing costs and mitigating the loss-making position
of the Group, the Group has suspended the operations of some of
its factories in Qi Shi and Tangxia in the PRC since March 2009 and
December 2009 respectively. Due to the immense pressure on the
cash flow of the Group, the Group has delayed salary payment to
certain workers and staff of the Group.
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CHAIRMAN'’S STATEMENT
EFERE

While the Company has been engaging in discussions with its banks
to explore the possibility of seeking a forbearance of the Group’s
banking facilities with a view to strengthening the Group’s overall
cash flow position, the Company has also considered the necessity
of fund raising exercises that may be able to relieve the immediate
liquidity problem of the Group. After arm’s length negotiations
between the Company and the Subscriber, the Subscriber has
conditionally agreed to subscribe for the Subscription Shares
and the Company intends that the existing indebtedness of the
Company shall be restructured by way of the Creditor Scheme.

The Board considers that the Group Reorganisation and the Creditor
Scheme will enable the Group to deal with its indebtedness in
a formal and orderly manner so that, so far as the Company is
concerned, all of the Company’s indebtedness and liabilities (actual
and contingent) will be released and discharged, which is in the
interests of the Company and the Shareholders as a whole.

Prospects

With the introduction of the Investor and the successful completion
of the Restructuring, the Board believe that the Group would be
restored to a healthy financial position and is expected to restart
new business initiatives and pursue new business development
opportunities.

The Board shall continue to work with the Investor in managing the
operations of the Group and every effort shall be put to continue to
control costs, develop new opportunities and restructure non-core
assets of the Group with a view to improve returns to shareholders.

Final Dividend
The Board does not recommend payment of a final cash dividend in
respect of the year ended 31 March 2010 (2009: Nil).
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CHAIRMAN'’S STATEMENT
EFERE

Appreciation

On behalf of the Board, | would like to thank all colleagues for their
efforts and contributions to the operations of the Group during
such a difficult period. My thanks also go to our customers and
business partners for their continuous support to the Group and
my fellow Board members for their support and advice during the
Year. Finally | would like to thank the Investor in providing financial
support towards completion of the Restructuring and professional
parties who contributed to the process.

As Chairman, | would also take this opportunity to thank you as
Shareholders for your support to the Group over the years and

believe that the Group would be in a better position to face future
challenges.

On behalf of the Board
Ling Siu Man, Simon

Chairman and Managing Director

Hong Kong, 27 July 2010
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DIRECTORS AND SENIOR MANAGEMENT PROFILE=

EENREREEAGERE

Executive Directors

Mr. LING Siu Man, Simon, aged 60, is the Chairman and
Managing Director of the Company. Mr. Ling founded the
business of the Group in 1976 and has over 33 years experience
in the electronics industry. Mr. Ling is responsible for the strategic
planning, corporate policy, and marketing aspects of the Group.

Mr. WONG Ki Cheung, aged 60, joined the Group in 1976 and is
responsible for the Group’s overall management, purchasing and
materials control functions. He has over 33 years experience in the
electronics component industry.

Ms. LI Fung Ching, Catherine, aged 56, joined the Group in 1976
and is responsible for the treasury function of the Group. She has
over 33 years experience in the electronics industry.

Independent Non-executive Directors

Mr. PANG Hon Chung, aged 59, holds a master’s degree in
business administration, and is a member of the Association of
Chartered Certified Accountants and Hong Kong Institute of
Certified Public Accountants. Mr. Pang has extensive experience in
business management and is a director and the general manager of
Lotus International Limited.

Before 16 October 2007, he has been a director of Chaoyue Group,
previously known as Graneagle Holdings Ltd, a company listed on
the Main Board of the Stock Exchange.

Mr. CHENG Tsang Wai, aged 54, has over 32 years experience in
the garment industry and is a director and major shareholder of
Vicka Limited which is a sweater manufacturing company.

Dr. CHUNG Hing Wah, Paul, aged 64, 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 degrees of MBA and DBA.
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MANAGEMENT DISCUSSION AND ANALYSIS=—

BEREN WD

Business Development

The Group will focus on domestic market and continue to develop
high-end set top boxes. It will also develop its own brand electric
products and sell them to rural households.

Liquidity and Financial Resources

At 31 March 2010, the net liability value of the Group attributable
to equity holders of the Company amounted to approximately
HK$423 million (2009: net asset value of approximately HK$387
million), including cash and bank balances of approximately
HK$30 million (2009: approximately HK$37 million) which were
denominated mainly in Hong Kong dollars.

The trade receivable balance at 31 March 2010 was approximately
HK$1 million (2009: approximately HK$122 million), including
factored accounts receivables of HK$nil (2009: approximately
HK$53 million). Except the factored accounts receivables with credit
insurance cover, all other trade receivables were on letter of credit.

At 31 March 2010, the Group’s aggregate borrowings was
approximately HK$412 million (2009: approximately HK$399
million), which represents bank borrowings of approximately
HK$286 million, other borrowings of approximately HK$123 million
and obligations under finance leases of approximately HK$3 million.
The Group's borrowings are denominated in Hong Kong dollars and
Renminbi which bear interest mainly determined on market interest
rate basis. The Group has a net deficiency in capital at 31 March
2010, gearing ratio is not applicable as at that date (2009: gearing
ratio of 94%, calculated based on net borrowings over shareholder
funds).

The Group is not exposed to any material currency fluctuation
risks, as most of its receivables as well as payables are in US dollars.
The Group has natural hedges against currency risks and adheres
to the policy of not engaging in speculative activities. In addition,
the Group’s Renminbi receipts from domestic sales could offset
Renminbi expenses of factories in the PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS =

BEREN WD

Litigations

Certain subsidiaries of the Company are or have been involved in
ongoing litigations in Hong Kong and the PRC. Details of which are
set out in note 45 to the financial statements.

Employee Relations

At 31 March 2010, the Group had approximately 195 employees
in Hong Kong and the PRC. Salaries and wages for the year ended
31 March 2010 totalled approximately HK$80.6 million. Employees’
remuneration packages are generally structured by reference to
market conditions, individual qualifications and performance.
In addition to basic salary payment, other benefits offered to
employees include contributions to mandatory provident fund,
group medical insurance and group personal accident insurance.
Employees may also to be granted share options at the discretion of
the Board under the Company’s share option scheme.

10

A
RABETHEBATRESRLEERE RSP
By R IEEETZHA - HEENTRBRE
Bi3E45 °

EERER

R-ZZE—ZTFEZA=Z+—H AEEESE
LHBEEMBNIBEZRET - BHE_T—ZF
A=+ —BLEFENFEeRIEAHEDNA
75 #80,600,0007T © ANEE —ERET N -
EREIMERERFRRECEIFMES -
BREXRFEI  AEBETTAESREEME
- BREEFIEAESHK - BEBEHERR
LEEEATEEIMRE - EE A ERA
EEeREBEARTBRESIINBERLNE
[l 1 o

TONIC INDUSTRIES HOLDINGS LIMITED
Annual Report 2010




REPORT OF THE DIRECTORS

ESEHE

The directors present their report and the audited financial
statements of the Group for the year ended 31 March 2010.

Principal Activities

The principal activity of the Company is investment holding. The
subsidiaries are engaged in the design, manufacture and trading
of consumer electronic products and 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 22 to the financial statements.

Results and Dividends

The Group's loss for the year ended 31 March 2010 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 34 to 143.

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 40(b) 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 2010, the Company does
not have reserves available for cash distribution and/or distribution
in specie.
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REPORT OF THE DIRECTORS

ESEHE

Major Customers and Suppliers

During the year, the five largest customers in aggregate accounted
for approximately 84% of the total revenue of the Group and the
largest customer accounted for approximately 56% of the total
revenue of the Group.

Purchases from the Group's five largest suppliers accounted for less
than 30% of the total purchases for the year.

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 144. This summary does not form part of the audited
financial statements.

Property, Plant and Equipment

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

Share Capital and Share Options

Details of movements during the year in the Company’s share
capital and the share options are respectively set out in notes 38
and 39 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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REPORT OF THE DIRECTORS

ESEHE

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

Executive directors:

Ling Siu Man, Simon (Chairman and Managing Director)
Wong Ki Cheung

Li Fung Ching, Catherine

Lam Kwai Wah (resigned on 12 January 2010)

Independent non-executive directors:
Pang Hon Chung

Cheng Tsang Wai

Chung Hing Wah, Paul

In accordance with article 116 of the Company’s articles of
association, Mr. Wong Ki Cheung and Mr. Cheng Tsang Wai will
retire and, being eligible, will offer themselves for re-election at the
forthcoming annual general meeting.

The terms of office of the non-executive directors are the periods
from their dates of appointment to their retirement by rotation in
accordance with the Company’s articles of association.

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

Directors’ Biographies
Biographical details of the directors of the Group are set out on
page 8 of the annual report.

Directors’ Service Contracts

All the executive directors have entered into service contracts with
the Company for terms of three years commencing from 1 October
20009.

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

RABEEZERARAF
—T-TrER

£
RAFERBEARERHL  ARAZE
ET

HITES .
BN (R E B EE)
=HE

ZEAE
MEER-—E—BF—F+-BFH)

BYFHTES:
ZixH
HEE

RIBARRNAEERZAMREN6E  EHS
RERMERERAEHNEERRBFAS L
RIE ERETAEERER  YREERE
fF o

REARBNASEIZA - FRTEEN
EHRREESZEZ ARERFEREZAL -

RABREARH  ARACEREHZZEF L
£ BEERELENBEEEFTIHHNFEE
NHNHERE  BRERB/ERER/BILAL -

EEERE
REBMEE Y BEFEHAAFRESH -

EERBSL
FIBMTESEHEARRTARB AL © A
“EENF+HHA B BREP=F -

BEXREEIN  BRRERRAFAEE
BETNES  HEEAQR - HERAA
FEAERMERRTAREEMAEHEEE
CEERERRSN) AT RER — F R L IRF

a# e

13



REPORT OF THE DIRECTORS

ESEHE

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’ duties,
responsibilities and performance and the results of the Group.

Directors’ Interests and Short Positions in Shares
and Underlying Shares

At 31 March 2010, 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:

(a) Long positions in ordinary shares of the Company

EE5ME
EFNSAERRNBRAG LitE - £t
MEAlmARRESELEEFTINYG &
fF - ARASEZ RAREEE] -

EEHAZROEEBRMESZR
KRB

R_E—ZTF=—A=+—H EEREAQF
MEREEEE(TERFESFLBAERD(TES
NEREA&H ) EXVED) 2 BRAF - HEHER
SRR RIREES R EEIEHIE35268E
BEZETM  SURE EMBITAERET
BHERHHZET R ([ZETR]]) BRITH
CARNRRBEBBARSBR AR ([EBR
Frl)Z s T -

(a) AAFAEBEBR2HER

Percentage of

Number of the Company’s

ordinary issued share

Nature of interest shares held capital

s (hADABERT

Name of director EERR R ZEREE BRAE 5

Ling Siu Man, Simon E DX Corporate (note) 618,492,476 58.46

NRI(HIEE)

Li Fung Ching, Catherine TR A Personal 2,142,000 0.20
fEA

Wong Ki Cheung wHHE Personal 1,749,000 0.17
fEA

Cheng Tsang Wai B2 Personal 1,626,000 0.15
fEA

624,009,476 58.98

Note: These shares were held by Success Forever Limited, a company
incorporated in the British Virgin Islands, the entire issued share capital of
which is beneficially owned by Mr. Ling Siu Man, Simon.
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Directors’ Interests and Short Positions in Shares
and Underlying Shares (continued)
(b) Long positions in share options of the Company

BEERECROREBEROPESZER
R (4E)

(b) AAFBREZFR

Number of options directly
beneficially owned

Name of director EENE EEEREENERERZE
Ling Siu Man, Simon & 15,000,000
Wong Ki Cheung HHE 2,715,000
Li Fung Ching, Catherine ==y 2,715,000

20,430,000

(c) Associated corporation
At 31 March 2010, Ling Siu Man, Simon personally held
3,000 non-voting deferred shares of HK$100 each of Tonic
Electronics Limited, a subsidiary of the Company.

Save as disclosed above, as at 31 March 2010, 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 and in
the section “Share Option Scheme” below, at no time during the
year were rights to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company granted to any directors
or their respective spouses or minor children, or were any such
rights exercised by them; or was the Company, its holding company
or any of its subsidiaries a party to any arrangement to enable the
directors to acquire such rights in any other body corporate.

Directors’ Interests in Contracts of Significance

Save as disclosed in note 46 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.

ROBXEEZERERAHF
—T-TFFH

(c) HEEEE
R-ZZE—ZTF=ZFA=+—8  ZLXME
ABFBARRBIMNBRARRERNETFERRA
AR EEEE 100 2 EREERL
A% 15 $£3,0000%

BEXRBEEN R-B-BE=A=1—
A - &% BEmRA AR S E A AN
2R - RBROREST  EAAREE
T B (1 28352 10 HTE FTETeR - SR I
P BIZE BT AR AR 7 R AR 2
KA

EERERDNEF 2B

B EXEE A 2D RAARM G Kok
B8 R T AR B — TR R S -
REREABMBENTAEERESSE
ZEBRARETFLRTES - AHEBAK
RABRGRAS MBS - BESIMETHEE
% EEN « MARF - HERAALAE
AHBARNELREARG  BREET
MR EL bR A BB 1S 3% B4R o

EERBAGNP2ER
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Share Option Scheme BRAESTE

The Company operates a share option scheme (the “Scheme”) ARQBRABEETE(ZTE])) 5EAY
for the purpose of providing incentives and rewards to eligible HZREBEBKKMIEHBEENASERSHEA
participants who contribute to the success of the Group's TIRHBEIRIEE - A8l 2E—HHBR
operations. Further details of the Scheme are disclosed in note 39  REfFERZXMIFE39 -

to the financial statements.

The following table discloses movements in the Company’s share ~ TXRBEEARRQRIBERERFRNES

options during the year:

Number of share options

BREZE
Closing price
of share
At Lapsed At Exercise  immediately
1 April during 31 March Date of Exercise price per  before date
2009 the year 2010 grant® period share @ of grant
R-BENF R=2-%%F BR RERLAHA
mA—-H RERXH =A=t-H BREBHO Ed TEEY  ROUTE
HK$ HK$
B B
Directors
Bz
Ling Siu Man, Simon 15,000,000 - 15,000,000 07-04-2000 10-04-2000 0.467 0.870
EHX ZTTTE  1009-04-2010
mA+H ZTETE
MA+AE
—3-%%
mANR
Wong Ki Cheung 2,715,000 - 2,715,000 07-04-2000 10-04-2000 0.467 0.870
BHE “ZTTTFE 1009042010
mA+H —TETE
MA+AE
—3-%%
mAAR
Li Fung Ching, Catherine 2,715,000 - 2,715,000 07-04-2000 10-04-2000 0.467 0.870
FBA ZTTTE  1009-04-2010
mA+H ZTETE
MA+AE
—3-%%
mANR
16 TONIC INDUSTRIES HOLDINGS LIMITED
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Share Option Scheme (continued) st alm)
Number of share options
BREHE
Closing price
of share
At Lapsed At Exercise  immediately
1 April during 31 March Date of Exercise price per  before date
2009 the year 2010 grant® period share @ of grant
RZBENEF R-B-B%F BR RERLAHA
mA-H RERXH =A=t-H Rpgo L TEEY  ROUTE
HK$ HK$
B it
Lam Kwai Wah @ 1,650,000 (1,650,000) - 07-04-2000 10-04-2000 0.467 0.870
EE ZTTTE  1009-04-2010
mA+A —ZTTEF
MA+RE
“Z-TF
mAAR
22,080,000 (1,650,000) 20,430,000
Other employees
HftfER
In aggregate 25,050,000 (20,025,000) 5,025,000 07-04-2000 10-04-2000 0.467 0.870
At ZZTTE  1009-04-2010
mA+H —TTTH
MA+AZE
It 22
mANE
47,130,000  (21,675,000) 25,455,000
Notes: Wit -

(1) The vesting period of the share options is from the date of grant until the (1) BEEzBBEEOELAPESTERRRA
commencement of the exercise period. ik

(2)  The exercise price of the share options is subject to adjustment in the case of ~ (2) R 2 AT BB AT A R AR SR B AT AL, - AR

rights or bonus issues, or other similar changes in the Company’s share capital. AR Bt S B 2 -
(3)  resigned on 12 January 2010. (3) WMZZE—TF—A+-HEHML-
RAOBEZREBRAA 17
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Substantial Shareholders’ and Other Persons’
Interests in Shares and Underlying Shares

At 31 March 2010, 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:

FERREEMATHRESD R EE
10 2
RZE—ZTF=A=+—8 " BRELAQEK
FBHRAEEDIE336IKEFTE 2 n s LM
Fracss - A ARRRIE BITIRARS% A H#E
mZ AT

Number of
ordinary shares held Percentage of
FEFEEREE the Company’s
Capacity and Long Short issued share
Name nature of interest position position capital
HARARE BT
=% SO RERMEE He KRB RAEAB DL
Success Forever Limited (note 1) Directly beneficially owned 618,492,476 - 58.46%
(K15£1) HEEXER Existing Shares
MR A R 15
Skill China Limited (note 2) Beneficially interest 930,943,165 - 87.99%
EeeBRAR (AFE2) BEasiEns New Shares
R At
Notes: Hat -
1. The entire issued share capital of Success Forever Limited is beneficially owned 1.  SIAAM R[S H T | — & ATH E © Success

by Mr. Ling Siu Man, Simon, as disclosed in the section “Disclosure of interests”
in this Appendix.

2. The interest represents 930,943,165 New Shares to be subscribed by the
Subscriber under the Subscription Agreement. The Subscriber is wholly-owned
by Sinogrand Group Limited which in turn is owned (i) as to 59.5% by Joint
profit Limited, a company wholly-owned by Dr. So; (ii) as to 39.5% by Greatkind
Limited, a company wholly-owned by Mr. Ge Zhang; and (iii) as to 1% by
Cheergreat Limited, a Company wholly-owned by the family trust of Mr. Chan
Wai Dune, of which Mr. Chan Wai Dune is one of the beneficiaries.

Save as disclosed above, as at 31 March 2010, no person, other
than the directors of the Company, whose interests are set out
in the section “Directors’ Interests and Short Positions in Shares
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 46 to the financial statements.
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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.

Compliance With the Continuing Disclosure

Requirements Under Chapter 13 of the Listing Rules
In compliance with the continuing disclosure requirements under
Rule 13.21 of Chapter 13 of the Listing Rules, the directors of the
Company reported the details of the following loan agreement
which included conditions relating to the specific performance
obligations of the controlling shareholder of the Company.

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
Details of the significant events after the reporting period of the
Group are set out in note 47 to the financial statements.

Auditors

During the year, Ernst & Young resigned as auditors of the
Company and ANDA CPA Limited was appointed by the Directors
to fill the casual vacancy so arising. There have been no other
changes of auditors in the past three years. A resolution for the
reappointment of ANDA CPA Limited as auditors of the Company
will be proposed at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Ling Siu Man, Simon
Chairman

Hong Kong
27 July 2010
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TRERHRE

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

The Company has applied the Principles and the Code Provisions
and complied with the CG Code during the financial year ended 31
March 2010, with a deviation from the Code Provisions (i) A.2.1 in
respect of separate roles of Chairman and chief executive officer,
and (ii) A.4.2 in respect of retirement of directors of the Company
("Director”) by rotation at least once every three years.

Set out below are the status and details of compliance by the
Company of the CG Code for the year ended 31 March 2010.

The Board

Board composition

The Board has in its composition a balanced of skills and experience
appropriate for the requirements of the business of the issuer. The
Board has a balanced mix Directors, i.e. three executive Directors,
and three independent non-executive Directors. The list of all
Directors is set out under “Corporate Information” on page 2 and
the biographies of the Directors are set out on page 8 of this report,
which demonstrates a diversity of skills, expertise, experience and
qualifications.

The list of Directors (by category) is also disclosed in all corporate

communications issued by the Company pursuant to the Listing
Rules from time to time.
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The Board (continued)

Board composition (continued)

Save as disclosed hereon, to the best of knowledge of the Directors,
the Board members have no financial, business, family or other
material/relevant relationship with each other, senior management
or substantial shareholders or controlling shareholders of the
Company.

During the year ended 31 March 2010, 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 written annual confirmation from each
independent non-executive Director of his independence pursuant
to the requirements of the Listing Rules. The Company considers
all independent non-executive Directors to be independent in
accordance with the independence guidelines set out in the Listing
Rules.

Board meetings

Board meetings were held at least four times during the year
roughly on a quarterly basis. Dates for regular Board meetings are
scheduled in advance to provide sufficient time for the Directors to
prepare for. Special Board meetings will be held when necessary.
Notice of meeting will be given at least fourteen days before the
meeting. Directors are consulted for matters to be included in the
agenda and Board papers will be served at least three days before
the meeting. Details of the attendance of the Board meetings
held for the year ended 31 March 2010 and up to the date of the
publication of this report were as follows:
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The Board (continued) BEESMW)
Board meetings (continued) EsggeR(#)
Attendance/

Number of Meetings
Name of Director EEpE HE EEEE
Executive Directors HiTEF
Mr. Ling Siu Man, Simon (Chairman and Managing Director) 12 "D XS HE (3 o 3 i 4m 72 ) 4/4
Mr. Wong Ki Cheung mHELE 4/4
Ms. Li Fung Ching, Catherine FRAERT 4/4
Mr. Lam Kwai Wah (resigned on 12 January 2010) MEELER-E—SF— A+ BR() 3/4
Independent Non-executive Directors BUIHHITEE
Mr. Pang Hon Chung TEREAE 4/4
Mr. Cheng Tsang Wai BT ERAE 4/4
Dr. Chung Hing Wah, Paul EEEHT 4/4
Minutes of the Board, the Audit Committee, the Remuneration EH&  HZZE8® FHEZEEGRATE

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

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

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

22

= o b B

BEM SR HERNBEREMNFEY
HRLE MBS RLBHARAMER
B AAEFREHHEEEN  HARE
MEEREANEHZEGHLHE

af

RERYIENARMENER LR - U
BMREFSRF  AEERRNDEREE

AN ARREEHRAMBEREREBL
EEAREEEBHNRMEN - XAAFR
—Efs AREF/WITRE MA B L
EXER(BEREBERBARRIEE) - AAA
NEBEEENEELSEABRRTIRR
POREZE SF M EDARFAAM A AR

TONIC INDUSTRIES HOLDINGS LIMITED
Annual Report 2010



CORPORATE GOVERNANCE REPORT

TRERHRE

The Board (continued)

Chairman and chief executive officer

Chairman is responsible to manage the affairs of the Board and
the chief executive officer is responsible to manage the day-to-day
operation of the Company’s business.

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

Mr. Ling Siu Man, Simon is the Chairman and chief executive
officer of the Group. He is responsible for the Group’s overall
strategic planning, management, objectives setting and corporate
development as well as the management of the Board’s affairs.
The Board considers that this structure is more effective and
efficient in running the business. The Board believes that Mr. Ling's
appointment to the posts of Chairman and chief executive officer is
beneficial to the business prospects of the Group.

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. The existing
non-executive Directors of the Company, except for Mr. Pang Hon
Chung being independent non-executive Director of the Company,
have a specific term of appointment. All non-executive Directors
are subject to the requirement to retire by rotation at annual
general meetings under the Company’s Articles of Association
accomplishing the same objective as a specific term of appointment.
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The Board (continued)

Nomination, appointment, re-election and removal of
Directors (continued)

In accordance with the Company’s Articles of Association, any new
Director appointed to fill a casual vacancy or as an addition to the
Board should be subject to election by shareholders at the first
general meeting after appointment. Every Director, including those
appointed for a specific term, should be subject to retirement by
rotation at least once every three years.

The Company’s Articles of Association, on the other hand, is
inconsistent with the Code Provision A.4.2 of the CG Code, which
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 Mr. Ling Siu Man, Simon, Chairman of the
Board, should not be subject to retirement 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.

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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The Board (continued)

Delegation by the Board

The Board has delegated functions that are necessary and incident
to carry out the decision of the Board or to facilitate the day-to-day
operation of the Group in 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 will be 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.

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;
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The Board (continued)

Training for directors (continued)

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

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

Directors’ securities transactions

The Group has adopted its code of conduct for securities
transactions by Directors on terms no less exacting than the required
standard set out in the Model Code as set out in Appendix 10 of
the Listing Rules. Having made specific enquiry to all Directors, the
Company has confirmed that all Directors have complied with the
required standard set out in the Model Code throughout the year
ended 31 March 2010.

Remuneration of Directors

The Company enters into directors’ service agreements with each
of the executive Directors. Such agreements set out the relevant
terms for remuneration and other benefits. The remuneration of the
Directors was determined with reference to the job responsibilities
of the Directors, market conditions and the performance of the
Company.
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Remuneration Committee

A majority of the members of the Remuneration Committee are
independent non-executive Directors. This committee is authorised
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 2010 and up to the date of this report
were as follows:

=
FMZEENARSZHK B BB IFNTE
Fo-ZLZECHEFERE  YUMMEAR
AEENSRELEYFHBRREREBEEN
EFEERLWEBRER -HE_T-ZTF=A
=St BLEFERBEABRETNERHA/L
VERLERBET

Attendance/
Members of the Number of Meeting
Remuneration Committee FHZEEERE HE EEEE
Mr. Cheng Tsang Wai (Chairman) Bl (Z e (£/E) 7
Mr. Pang Hon Chung TER L A
Ms. Li Fung Ching, Catherine FREAEZT 7

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 summarise
information relating to remuneration policy and other remuneration
related matters. The Remuneration Committee will meet at
least once a year and consider the above information and make
recommendation to the Board and have access to professional
advice if necessary.

Financial Reporting

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

The Directors acknowledge their responsibility for keeping proper
accounting records and preparing accounts which give a true and
fair view for the year ended 31 March 2010.

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 31 to 33.
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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.

The Audit Committee reviews the effectiveness of the internal
control of the Group. The internal audit department carries out
annual risk assessment on each audit area and derives an annual
audit plan according to their risk rankings. The audit plan is
reviewed and agreed by the Audit Committee. The Audit Committee
receives summary reports from internal audit department. Copy of
the minutes of Audit Committee meeting will also be sent to the
Board for information.

Audit Committee

The Audit Committee comprises three independent non-executive
Directors. Mr. Pang Hon Chung, chairman of the Audit Committee
has the appropriate professional qualification and experience in
financial matters as required by the Listing Rules. This committee
is authorised by the Board and responsible for reviewing the
financial reports, internal controls 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 2010 and up to the date of this report were as
follows:
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Attendance/
Members of the Number of Meetings
Audit Committee EREEENE HEEERE
Mr. Pang Hon Chung (Chairman) EIER S E (L) 172
Mr. Cheng Tsang Wai EBELAE 2/2
Dr. Chung Hing Wah, Paul BEEEL 2/2
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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 the 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 for the year ended 31 March 2010
has been reviewed by the Audit Committee.

Auditors’ Remuneration
During the year under review, the remuneration payable to the
Company’s auditors, ANDA CPA Limited, is set out as follows:
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570

Executive Committee

All of the members of the Executive Committee are executive
Directors. This committee is chaired by Mr. Ling Siu Man, Simon.
The other members are Mr. Wong Ki Cheung, Ms. Li Fung Ching,
Catherine and Mr. Lam Kwai Wah (resigned on 12 January 2010).
This committee is authorised 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.
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Executive Committee (continued)

Details of the attendance of the Executive Committee meetings
held during the year ended 31 March 2010 and up to the date of
this report were as follows:

Members of the Executive Committee
Mr. Ling Siu Man, Simon (Chairman)

Mr. Wong Ki Cheung

Ms. Li Fung Ching, Catherine

Mr. Lam Kwai Wah (resigned on 12 January 2010)

Securities Transaction by the 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 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 for the year.

Corporate Communication

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

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

CPA Limited
REQHMEBMBRALE

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

We were engaged to audit the consolidated financial statements
of Tonic Industries Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 34 to 143, which comprise the consolidated and Company
statements of financial position as at 31 March 2010, and the
consolidated income statement, consolidated statement of
comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other
explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these 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. Except for the limitation in the scope
of our work and the material uncertainties relating to the possible
outcome of litigations and going concern basis as described in the
basis for disclaimer of opinion paragraphs, 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 as to whether the financial statements are free from
material misstatement. However, because of the matters described
in the basis for disclaimer of opinion paragraphs, we were not able
to obtain sufficient appropriate audit evidence to provide a basis for
an audit opinion.
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BASIS FOR DISCLAIMER OF OPINION

1.

32

Scope limitation — opening inventories

Because we were appointed as auditors of the Group
subsequent to the end of its last reporting period at 31 March
2009, we were unable to attend the Group’s physical count of
inventories as at that date. There were no other satisfactory
audit procedures that we could adopt to satisfy ourselves as
to the opening inventories of approximately HK$353,832,000.
Since opening inventories enter into the determination of the
Group’s results, any adjustments to the figures might have
significant consequential effects on the Group’s results for the
year ended 31 March 2010, the related opening balances and
corresponding figures shown in the current year’s consolidated
financial statements.

Material uncertainties relating to possible outcome
of outstanding litigations and the going concern
basis

In forming our opinion, we have considered the adequacy of
the disclosures made in note 45 to the financial statements
concerning the outcome of the lawsuits and claims against
certain subsidiaries of the Company which remained
outstanding at 31 March 2010. The Group has been in
discussion and negotiation with certain plaintiffs to reach
an accommodation with the claimants and to explore the
possibility of seeking a forbearance of the Group’s payables.
Apart from that, the Directors, based on their best estimates
and legal advices, are of the view that several defendants have
valid grounds for defending the claims made by the plaintiffs.
However, with the litigations still ongoing up to the approval
date of these financial statements, it is not possible to ascertain
with any degree of reasonable certainty the outcome of those
litigations and the existence or otherwise of any compensation
payable should the related defense become unsuccessful,
and the completeness of any other lawsuits and claims arose
against the concerned subsidiaries of the Company. We
consider that appropriate disclosures have been made, but,
there is a material uncertainty as to whether the above actions
can be successfully defended and accordingly, there may be a
potential significant impact on the financial performance and
position of the Group for the year ended 31 March 2010.

TRRER2EE
1. #HERRG - HOFE

ERRMY BE5EEERSHESE
B-EZThF=A=+—HEEZHE
B BREEZEA RASELE B
SERZBETZEERY - ML E
H A im BB R AT SRE - US4 EP
M2 FEE S B4 B %353,832,0007T °
BREVEFEEFA BEEZEEHE
F o HEBEERTED TR ARY ALY
EEEEE—_T—ZTF=-A=+—H1t
FEZEBURANFEELRAV BRI
TRV S RAAEETEXNEASE
e g -

BREAMRTHAFARTEHEEEAZER
ERERSEEECBERTHPREE

RPN ERERE - BEBEHBREM
FASNEREY BEARHETHEBRRME
HmR —E—ZEF=A=+—8BMMKXT
BZFARBRZERELIEE 27
REE - BEERHETRS AR
MBERE - LABIERR AR IR - WEsk
FEEN ESEEZEMNRIE - BRI
Ih BEERBEEFEZREGTREE AR
ERERE  BEEEARRSEAED
ZHEEANMEIEE - A - ARZ
FHRDR UL ET B IRTAE B BRIEE
I MEENAESEREREZE
FAZ R - LRI E S BRI
AL AT REFE T 2 B - sk &
ARABENE A AR L 2 Bt eFFATE A
MR BERZER - RMOBABEIELE
EWE - L LRSI
ZERTHBPAEZ Bty BESEE
E-T-TE=-A=+—HIFEZH
BEERMKNAEHIRBESEATE -

TONIC INDUSTRIES HOLDINGS LIMITED
Annual Report 2010



INDEPENDENT AUDITORS’ REPORT

18 3 B BAT ]

We have also considered the adequacy of the disclosures made
in note 2 to the financial statements concerning the adoption of
the going concern basis on which the financial statements have
been prepared. The Company has entered into a conditional
arrangement with, among others, certain investors for the purpose
of restructuring of the Group’s indebtedness and revitalising the
Group’s business. The financial statements have been prepared
on a going concern basis, the validity of which depends upon
the successful outcome of the measures to be implemented and
in process by the Group to improve the financial position and
business of the Group. The financial statements do not include any
adjustments that would result from the failure of these measures.
We consider that appropriate disclosures have been made, but,
because of the significant uncertainties relating to the outcome
of the restructuring proposal are so extreme, we are unable to
determine whether the going concern basis used in preparing the
financial statements are appropriate.

In view of the extent and potential impacts of the material
uncertainties as described above, we disclaim our opinion on the
financial statements for the year ended 31 March 2010.

DISCLAIMER OF OPINION: DISCLAIMER ON VIEW
GIVEN BY THE FINANCIAL STATEMENTS

Because of the significance of the scope limitation and the material
uncertainties relating to the possible outcome of litigations
and going concern basis as described in the basis for disclaimer
of opinion paragraphs, we do not express an opinion on the
consolidated financial statements as to whether they give a true
and fair view of the state of affairs of the company and of the
Group as at 31 March 2010 and of the Group’s results and cash
flows for the year then ended in accordance with the Hong Kong
Financial Reporting Standards. In all other respects, in our opinion,
the consolidated financial statements 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, 27 July 2010
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CONSOLIDATED INCOME STATEMENT

e Rk

For the year ended 31 March 2010
RE-F-FE=A=+AUFEE

2010 2009
—E2-2F —ZENEF
NOTES HK$'000 HK$'000
=3 BET T BT T
CONTINUING OPERATION HERE R
Turnover o2 8 486,237 2,055,805
Cost of sales SHE KA (522,321) (2,064,790)
Gross loss Ei8 (36,084) (8,985)
Other income Eqn A 9 5,675 37,692
Selling expenses and distribution costs  $4% 5z tH & 5 4560 28 (1,430) (3,313)
Administrative expenses TRz (100,420) (78,970)
Gains/(losses) on equity investments at  IZ A F(EETAEBZ
fair value through profit or loss ARG E 2 Wz, (E18) 1,094 (1,488)
Provision for impairment of assets BEMBEE 10 (224,832) (60,697)
Provision against inventories and loss on 77 & # & K& 1A% 4
auctions of sequestrated inventories nEEFEZEE 10 (426,945) (10,981)
Loss from operations KEEE (782,942) (126,742)
Finance costs RE R A 11 (22,454) (25,716)
Loss before tax BREiAIEE (805,396) (152,458)
Income tax FTiSHi 12 14,982 (140)
Loss for the year from continuing RS K
operation ZREEHE (790,414) (152,598)
DISCONTINUED OPERATION BARIEEEER
Loss for the year from discontinued BRI EER 2 N FE
operation E5iE 13 (22,289)
Loss for the year attributable to RATFEREBE AES
equity holders of the Company KEEEE 10, 18 (790,414) (174,887)
Loss per share SRERE 16
Basic (HK cents per share) EAR(BRRAN)
— Continuing operation —BEREETR (14.4)
— Discontinued operation — BRI EETE (2.1)
From continuing and discontinued REFELEEB R
operations SRSl (16.5)
Diluted (HK cents per share) #HE(FROE) N/A
i
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

meEmElER

For the year ended 31 March 2010
A2 _F—TFE=H=+—HIFFEZ

2010

—E-FF

Notes HK$'000
izt BT T

Loss for the year attributable to KATERFE ARG
equity holders of the Company REEEIE 10, 18 (790,414)

Translation differences of RONETG 2 FE 25
foreign operations

(Deficit)/surplus on property revaluation #)2 & (&4l Kbk

Deferred tax on property revaluation MEE G REEZETERIE -
reserve:

Deficit/(surplus) on revaluation BEEM(B)

Change in tax rate RS )

Release on disposal o R R PR
Other comprehensive income for FRNEHMEEIRA -

the year, net of tax HBRBiIE (19.576)
Total comprehensive income for FREMUBALEE

the year, net of tax BB B (809,990)
ROBEIEZERBRAR

—T-TrER

2009
—ETNF
HK$'000
BT T

(174,887)

(1,283)
1,177

(274)

190

(183)

(175,070)
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CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

=R S €

As at 31 March 2010
R-F—FF=A=1+—H

2010 2009
—EB-ZF —ETNF
NOTES HK$’000 HK$'000
=3 BT T BT
Non-current assets FRBEE
Property, plant and equipment W - BE KRG 19 365,775 661,300
Prepaid lease payments TR EHRIE 20 34,270 41,091
Intangible assets A E 21 10,345
Available-for-sale investments AHEEZRE 23 -
Deposits for acquisition of items of BEYE BEX
property, plant and equipment REEA RS 53
400,045 712,789
Current assets mENEE
Inventories & 24 353,832
Accounts and bills receivables A YNES 25 68,495
Factored accounts receivables FEUR S R IR R 26 53,394
Prepayments, deposits and A RIE - Re k&
other receivables H g e B 27 16,418
Prepaid lease payments BHAEREA 20 909
Equity investments at fair value BN ER ABR
through profit or loss ZRAEZE 28 = 2,592
Derivative financial instruments TESMTIA 29 = 382
Current tax assets BNERFi TR & 2= 1,919 -
Cash and bank balances & RIRITETF 30 30,176 36,758
36,089 532,780
Current liabilities REAME
Accounts payables FERTERRK 31 319,210 342,022
Accruals and other payables FEETE A R E A FE T FRIR 32 82,249 43,548
Borrowings BE 33 412,094 337,427
Due to directors EEERIA 35 629 -
Current tax liabilities BNERFRIA & fE 13,785 21,265
827,967 744,262
Net current liabilities REBAERE (791,878) (211,482)
Total assets less current liabilities EELERABERS (391,833) 501,307
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

=R S €

As at 31 March 2010
R-F—FF=A=1+—H

2010
—E-ZEF
NOTES HK$’000
k3 BET T
Non-current liabilities FRBEE
Borrowings BE 33 -
Deferred tax IEEFIIE 37 31,477
31,477
NET (LIABILITIES)/ASSETS (BfE)BEZE (423,310)
Capital and reserves BAK#E
Share capital &N 38 105,789
Reserves & 40(a) (529,099)
TOTAL EQUITY RS (423,310)
Approved by: KA ALTHEE -

Ling Siu Man, Simon
EDX
Director
£

TNRELERERAT
—T-TrER

Li Fung Ching, Catherine

ZRE
Director

EF

2009
—ETNF
HK$'000
BT T

61,144
53,483

114,627
386,680
105,789
280,891

386,680
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY:

p— =< |-‘-|
mEEREER
For the year ended 31 March 2010
B2 —F—FTF=H=+—HIFFE

Attributable to equity holders of the Company

RARBERE AR
Foreign Retained
Share Property  currency profits/
Share  premium Contributed revaluation translation (accumulated
capital account reserve reserve reserve losses) Total
WEEH pe REER/
Bx  ROEER  HARE s BERE (ZRER) &3t
HK§'000  HK$'000  HK$'000  HK§'000  HK$'000 HK$'000  HK$'000
AETr BT BETR A%t B%Tr RETT BETR
At 1 April 2008 RZZZ)\EMA—H 105,789 71,388 280 98,165 8,463 277,665 561,750
Total comprehensive income ERZERNES
for the year - - - 1,100 (1,283) (174,887) (175,070
Transfer on disposal HERER - - - (1,554) - 1,554 -
At 31 March 2009 and R=ZENFZA=T-HR
1 April 2009 ZETNEMA-A 105,789 71,388 280 97,711 7,180 104,332 386,680
Total comprehensive income FREARALE
for the year - - - (19,859) 283 (790,414)  (809,990)
Transfer on disposal HERER - - - (3,784) - 3,784 -
At 31 March 2010 RZE-TE=f=1-H 105,789 71,388 280 74,068 7,463 (682,298) (423,310)
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CONSOLIDATED STATEMENT OF CASH FLO\
FRERERERK

For the year ended 31 March 2010
RE-F-FE=A=+AUFEE

2010 2009
—E—=F —EENF
HK$'000 HK$'000
BET T BT T
Cash flows from operating activities R&%XECHESRE
Loss before tax: FRA AR
From continuing operation KREFESEER (805,396) (152,458)
From discontinued operation REDKRILEEETRS = (21,980)
Adjustments for: KR ZIAFE -
Finance costs a4 22,454 25,955
Bank interest income RITF SN (71) (174)
Dividend income from listed investments KRB _EH&RE Z KB A (167) (143)
Loss/(gain) on disposal of items of LEME - BE KK
property, plant and equipment HBZ BB (W) 43,083 (29,886)
(Gains)/losses on, net: (Uz8), 518 - %58 -
Equity investment at fair value BRAFER AR
through profit or loss ZRAEE (1,094) 1,488
Derivative financial instruments — PTESRIT A-HE
forward currency contract, net REEH R (464) (382)
Depreciation E 40,452 66,813
Provision against inventories and loss on  {F&#& L AE w7
auctions of sequestrated inventories FEZEE 426,945 10,981
Amortisation of prepaid land TS 3030 & FRIE 8
lease payments 764 981
Amortisation of software development H{FRAEK AR
costs and trademarks [ 55 357
Amortisation of deferred development R SE B AN 5
costs 5,577 8,330
Provision for impairment of assets BERERE 224,832 65,795
Operating loss before working capital LEESEHH 2 L EEE
changes (43,030) (24,323)
Change in inventories FEEH (74,579) 162,022
Change in accounts and bills receivables  FEUBE R N =154 B 34,954 131,132
Change in factored accounts receivable FEURI R IR PR B 33,703 (53,394)
Change in prepayments, deposits and TERRIE © e RE M EIKGIE
other receivables BE) 4,684 2,124
Change in accounts payables BRI B (21,966) (175,055)
Change in accruals and other payables fEstE R R H A B IEE S 38,699 (25,986)
Cash (used in)/generated from operations Q&% (FEH), EE2RE (27,535) 16,520
Interest received Sl 71 174
Interest paid BEAHE (22,337) (25,361)
Interest element on finance lease rental mERERESF S
payment (117) (594)
Hong Kong profits tax paid BEEBFEH (8,611) (55)
Oversea taxes paid BEAHEINETE (298) =
Net cash used in operating activities K& EBEACREFEHE (58,827) (9,316)
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CONSOLIDATED STATEMENT OF CASH FLO

RERSRERK

For the year ended 31 March 2010
RE-F-FE=A=+AUFEE

2010
—B-ZF
HK$'000
BET T
Cash flows from investing activities RETEZ2HESRE
Dividends received from listed investment Bz & &k 2 167
Purchase of items of property, plant BEWE  BER
and equipment BBIER (23,687)
Proceeds from disposal of items of HEVE BER
property, plant and equipment RBIEE TSR 57,791
Additions to intangible assets mREEEM
Proceeds from disposal of an equity HERAFERA
investment at fair value through B2 BT E
profit or loss FRiS 1A
Decrease in loans receivable U E R
Net cash generated from RETBEEZHLSTEHE
investing activities
Cash flows from financing activities RETE2RESRE
Decrease in trust receipt loans ERREETR L (3.708)

New bank and other loans
Repayment of bank and other loans

FBIRTT REME R
BIRIRTT R EME R

81,091
(63,175)

Capital element of finance lease BEHEReAN SIS
rental payment (3,294)
Advances from directors EREN 629
Net cash generated from/(used in) BMEETBEE(ER)ZHLEHE
financing activities
Net decrease in cash and REeRZEFHRESERHDEHE
cash equivalents
Cash and cash equivalents at beginning FNBELRERBELER
of year
Effect of changes in foreign exchange rate [ &t 85/ 2
Cash and cash equivalents at end FRESREFEELER
of year
Analysis of cash and cash equivalents BRE&RZRBREEB D
Cash and bank balances e RIRITHETT 30,176

Bank overdrafts — secured

RITES — BRI

(13,178)

16,998

40

1},

2009
—ETNF
HK$'000
BT T
143

(13,921)

35,619
(3,867)

93
18,067

(76,059)
226,850
(151,883)

(8,445)

(9,537)

(786)

26,732
197

26,143
36,758

(10,615)

26,143
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STATEMENT OF FINANCIAL POSITION

B F IR AR

As at 31 March 2010
R-F—FF=A=+—H

2010
—z-2F

NOTES HK$’000

k3 BET T
Non-current assets FREBEE
Investments in subsidiaries RB AT ZIRE 22
Available-for-sale investments AREEZRE 23
Current assets RBEE
Due from subsidiaries FEUS B A =I5 E 22
Cash and bank balances e RIRTTHETT
Current liabilities =R
Accruals and other payables FEET B A R E M B 5RIB 579
Financial guarantee liabilities S EREE 36 157,795
Due to subsidiaries FERTI B A RIZRIE 22 411

158,785

Net current (liabilities)/assets RE(BE) BETHE (158,785)
NET (LIABILITIES)/ASSETS (BB EEZRE (158,785)
Capital and reserves BERR#E
Issued capital BEITIRA 38 105,789
Reserves it 40(b) (264,574)
TOTAL EQUITY RSB (158,785)
Approved by: KA AT -

Ling Siu Man, Simon

ED X

Director

EZE

TNRELERERAT
—T-TrER

Li Fung Ching, Catherine

ZRA
Director

EF

2009
—ETNF
HK$'000
BT T

105,789
163,828

269,617
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NOTES TO THE FINANCIAL STATEMENTS
BY ¥ AR M =

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

42

GENERAL INFORMATION

The Company is a limited liability company incorporated in
the Cayman Islands. The registered office of the Company
is located at P.O. Box 309 GT, Ugland House, South Church
Street, George Town, Grand Cayman, Cayman Islands, British
West Indies. The address of its principal place of business is Flat
K2, Block 2, 2/F., Kaiser Estate, 51 Man Yue Street, Hung Hom,
Kowloon, Hong Kong. The Company’s shares are listed on the
Main Board of the Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

The Company is an investment holding company and the
principal activities of its subsidiaries during the year are design,
manufacture and sale of consumer electronic products and
components.

In the opinion of the Directors, the holding company and the
ultimate holding company of the Group is Success Forever
Limited, which is incorporated in the British Virgin Islands.

BASIS OF PREPARATION

(a) Going Concern
At 31 March 2010, the Group had consolidated net
current liabilities of approximately HK$791,878,000
(2009: HK$211,482,000) and consolidated net liabilities
of approximately HK$423,310,000 (2009: net assets of
approximately HK$386,680,000). The group incurred a
net loss attributable to equity holders of the Company
for the year ended 31 March 2010 of approximately
HK$790,414,000 (2009: HK$174,887,000). During the
year ended 31 March 2010 and as at that date, the
Group has breached certain terms and defaulted on the
repayment of certain banking facilities. At 31 March 2010,
bank borrowings of approximately HK$169,166,000
became repayable on demand as a result of the breaches.

—RER
RARAB—RANHAHSEMKLZ
BRAR - KRR ZFMMEECLR
P.O. Box 309 GT, Ugland House, South
Church Street, George Town, Grand
Cayman, Cayman Islands, British West
Indies - MEZ L EMEBURBEN
BEALM RS 1RSI TR 02 R 218
K2ZE - ARRIRIDREBHERGME
RN A ([BEAZP ) EAR £ o

AR RBREERAR  ETHERR
FANEBRERT  RERHEEHES
TEmMmRTHZES -

EERR ARBZERARRREE
B ) R 0 B B B X B & R AR S Y

Success Forever Limited ©

RELEAE

(a) FEREEE
R-_ZE—ZTF=A=1+—8 &%
BB RendaEFELBE
791,878,000 (—BEZHE : B
211,482,0007T) * AREEBEF
{BE#)75#423,310,0007( —ZZh,
F o BEFELB 386,680,000
T)  RBE-_ZT—ZTE£=A
=+—RHBIEFE AEESEAA
AR A ABLEIRFENEE
790,414,000t (ZE TN F &
#5174,887,000) - REZE=-Z
—ZEE=ZA=1+—HALFEERZ
B A&EBEEERA TRITEER
RAHRER - R_E—TF= A
=+—H ' #/5%169,166,0007T
ZIRITIEER FillE R imarER

fE3& o
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NOTES TO THE FINANCIAL STATEMENTS

BrEE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

2.

BASIS OF PREPARATION (continued)
(a) Going Concern (continued)

To address the issues above, the Group has been in
discussion and negotiation with creditors to explore
the possibility of seeking a forbearance of the Group’s
borrowings and with potential investors to explore the
possibility of injecting new funds into the Group through
a restructuring proposal. The restructuring proposal (the
“Restructuring Proposal”) is conditional upon passing of
special resolutions (the “Resolutions”) by the shareholders
of the Company with an extraordinary general meeting
to approve the proposed capital reorganisation, the
proposed group reorganisation, the proposed creditor
scheme and the proposed subscription of new shares (as
further disclosed in the circular of Company dated 28
June 2010 and hereinafter referred to as the “Circular”)
and other conditions precedent further detailed in the
Circular. Pursuant to the Resolutions passed on 26 July
2010, the Restructuring Proposal was approved by the
shareholders. The remaining conditions precedent will be
processed subsequently in accordance with the scheduled
working timetable of the Restructuring Proposal. The
Restructuring Proposal, if successfully implemented,
consists of, among other things, the principal elements as
summarised below. Unless otherwise specified, capitalised
terms used herein shall have the same meanings as in the
Circular.

(i) Capital Reorganisation

The Company will undergo the Capital
Reorganisation comprising the Capital Reduction,
Share Sub-division and Share Consolidation. Before
the Capital Reorganisation, the authorised share
capital of the Company is HK$300,000,000 divided
into 3,000,000,000 Existing Shares of HK$0.10
each, and the issued share capital of the Company
is HK$105,788,996.20 divided into 1,057,889,962
Shares. Immediately after completion of the Capital
Reorganisation, the authorised share capital of the
Company will be HK$300,000,000, divided into
30,000,000,000 New Shares of HK$0.010 each
and the issued share capital of the Company will be
reduced to approximately HK$1,057,889.96 divided
into 105,788,996 New Shares of HK$0.010 each.
The Shares will rank pari passu in all respects with
each other.

RNREERARAT
—T-TrER

2.

B E2E (4

(a) FEAKEEREH)

REMNEREE  AEECHE
A MER - LR SRKY
BREEAEEEEZAENE  WH
BENREEmAEREBEMRR
BRAAEEEIANFES 2R
HBUARAR MR —FT—FF XA
“tTNBZBRUATEAEK])
E—THE EHEZH(EAZ
& ) AR AR BB R REFBIA
g LBBRIRER(DRAR DI
HEFERAEE  BEREEREAE -
EHERAGE MEFERBIAN,
VAR 388 B3 — AP RE A 2 B SR 16k
fHEXIE - TREE - RER_-F
—EFLA-TARABBZIRE
& BHEEFECERFRIE - BT
TR RS RIBEAEZETRR]
TERFfRIREIE - SHEEENENX
WETT - PR (AR ) TR
MEEZED - BARBEHESIN
7R 3T P e S5 K LA AR R 2
% o

(i) BAEA
RNRAEfG#ETRASEA -
HErhp RBRAER - KkH
FHRRKRMDE G - RIER
BHEF  ARBEEERDN A
7 # 300,000,000 7 © D A
3,000,000,000 f% & f% M (&
EE0.10m 2 HBRKRD - ™
RNRABBETRAREE
105,788,996.20 7T *© O &
1,057,889,962 & & 10 o E[E
RANEHTRKE - ANRQBRE
TE MR AN #6 &7 #300,000,000
JT % /%30,000,000,000 A%
SRMESE0.010T 2 R
7 mMARREBEITRAE
Hll 5l 2= 49 7% ¥ 1,057,889.96
JC ° 9 4105,788,996 /% & Ik
EEB0.010T 2 F S -
BORSTEELZERE
HIfT o
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NOTES TO THE FINANCIAL STATEMENTS

BrEE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

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

Pursuant to the proposed Creditor Scheme, upon
it has become effective, all Claims against the
Company will be released and discharged and (i)
a cash payment of HK$80 million (which will be
funded by the Company out of the proceeds of the
Subscription); (ii) the funds received through the
realisation or winding up of the Scheme Subsidiaries
after payment of the liabilities of the respective
Scheme Subsidiaries; (iii) any funds received through
the realisation or holding of 63,473,398 Options
Shares, representing approximately 5.94% of the
share capital of the Company as enlarged by the
allotment and issue of the Subscription Shares
and Remuneration Shares, and (iv) the balances
between the members of Retained Group and
Scheme Subsidiaries as at the Effective Date will be
subject to certain debt settlement and/or assignment
arrangement for the purpose of the Creditor

2. BASIS OF PREPARATION (continued)
(a) Going Concern (continued)
(ii) Group Reorganisation
the Creditor Scheme.
(iii) Creditor Scheme
Scheme.
44
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NOTES TO THE FINANCIAL STATEMENTS

BrEE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

2.

BASIS OF PREPARATION (continued)
(a) Going Concern (continued)

(iv) Subscription of New Shares
Pursuant to the Subscription Agreement dated 15
January 2010 as amended by the supplemental
subscription agreement dated 24 June 2010, the
Company has conditionally agreed to allot and
issue to the Subscriber, and the Subscriber has
conditionally agreed to subscribe for 909,785,366
Subscription Shares, representing approximately
85.15% of the share capital of the Company
as enlarged by the allotment and issue of the
Subscription Shares and Remuneration Shares, at
par value of HK$0.010 each at a Subscription Price
of approximately HK$0.0879 per Subscription Share,
resulting in the cash consideration of HK$80 million.

The financial statements have been prepared on the
basis that the Restructuring Proposal of the Company
will be implemented in accordance with its terms and the
Group will be able to improve its financial position and
business upon completion of the proposed restructuring.
As at the approval date of these financial statements,
subject to the fulfillment of conditions precedent as
further detailed in the Circular, the Directors are not
aware of any circumstances or reasons that would likely
affect the implementation of the Restructuring Proposal.
In light of the foregoing, the Directors opined that it
is appropriate to prepare with the financial statements
on a going concern basis. The financial statements do
not incorporate any adjustments for possible failure of
the above-mentioned Restructuring Proposal and the
continuance of the Group as a going concern.

Should the Group be unable to achieve a successful
restructuring and to continue its business as a going
concern, adjustments would have to be made to restate
the value of assets to their recoverable amounts, and to
provide for any further liabilities which may arise and
to reclassify non-current assets and liabilities as current
assets and liabilities respectively. The effects of these
adjustments have not been reflected in the financial
statements for the year ended 31 March 2010 and as at
that date.

RNREERARAT
—T-TrER

2.

B E2E (4
(a) FEAKEEEH)
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NOTES TO THE FINANCIAL STATEMENTS
BY ¥ AR M =

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

2.

46

BASIS OF PREPARATION (continued)

(b) Possible outcome of outstanding litigations
Certain subsidiaries of the Company are or have been
involved in litigations in respect of goods sold and services
delivered, trade and other payables to third parties. The
Directors determine the provision for litigations based
on their best estimates and legal advices. However, with
the litigations still ongoing up to the approval date of
these financial statements, it is not possible to ascertain
with any degree of reasonable certainty the outcome of
those litigations and the existence or otherwise of any
compensation payable should the related defense become
unsuccessful, and the completeness of any other lawsuits
and claims arose. There is a material uncertainty as to
whether the above actions can be successfully defended
and accordingly, there may be a potential significant
impact on the financial performance and position of the
Group.

Any adjustment arising from the matters described above
might have a significant consequential effect on the
Group's results and financial position for the year ended 31
March 2010 and related disclosures thereof in the financial
statements.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

During the 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 2009.
HKFRSs comprise Hong Kong Financial Reporting Standards
("HKFRS"); 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
polices, presentation of the Group’s financial statements and
amounts reported for the current year and prior years except as
stated below.
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NOTES TO THE FINANCIAL STATEMENTS

BrEE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

3. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (continued)
(a) Presentation of Financial Statements

HKAS 1 (Revised) “Presentation of Financial Statements”
affects certain disclosures and presentation of the
financial statements. The balance sheet is renamed as
the statement of financial position and the cash flow
statement is renamed as the statement of cash flows.
All income and expenses arising from transactions with
non-owners are presented in the income statement, the
statement of comprehensive income, and the total carried
to the statement of changes in equity. The owner changes
in equity are presented in the statement of changes in
equity. HKAS 1 (Revised) also requires disclosures of the
reclassification adjustments and tax effects relating to
each component of other comprehensive income for the
year. HKAS 1 (Revised) has been applied retrospectively.

(b) Operating Segments

HKFRS 8 “Operating Segments” requires operating
segments to be identified on the basis of internal reports
about components of the Group that are regularly
reviewed by the chief operating decision maker in order
to allocate resources to the segment and to assess its
performance. Previously, HKAS 14 “Segment Reporting”
required an entity to identify two sets of segments
(business and geographical), using a risks and rewards
approach, with the entity’s system of internal financial
reporting to key management personnel serving as the
starting point for the identification of such segments. The
primary segments reported under HKAS 14 are the same as
the segments reported under HKFRS 8. HKFRS 8 has been
applied retrospectively.

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

Statement of compliance

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

These financial statements have been prepared under the
historical cost convention, except for buildings, derivative
financial instruments and certain investments, which have been
measured at fair value. The 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 the financial statements in conformity with
HKFRSs requires the use of key assumptions and estimates.
It also requires management 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 the financial statements are further disclosed
in note 5 to the financial statements.

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

Consolidation

These 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 de-consolidated from the
date the control ceases.

The gain or loss on the disposal of a subsidiary represents the
difference between the proceeds of the sale and the Group’s
share of its carrying amount together with any remaining
goodwill relating to the subsidiary and also any related
accumulated foreign currency translation reserve.
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4. SIGNIFICANT ACCOUNTING POLICIES (continued)

Consolidation (continued)

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.

Foreign currency translation

(a) 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.

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

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

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

Foreign currency translation (continued)

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

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

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

(ili)  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.

Property, plant and equipment

Buildings comprise mainly factories and offices and are
carried at fair values, based on periodic valuations by
external independent values, 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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment (continued)
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
expensed 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.

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

4% on the straight-line basis

10% to 25% on the reducing
balance basis

10% to 25% on the reducing
balance basis

10% to 25% on the reducing
balance basis

30% on the reducing balance
basis

25% on the straight-line basis

Buildings
Leasehold improvements

Furniture and fixtures
Equipment and tools
Motor vehicles
Moulds

The residual values, useful lives and depreciation method are

reviewed and adjusted, if appropriate, at the end of each
reporting period.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment (continued)
Construction in progress includes property, plant and
equipment in the course of construction for production or
for its own use purposes. Construction in progress is carried
at cost less any recognised impairment loss. Construction in
progress is classified to the appropriate category of property,
plant and equipment when completed and ready for intended
use. Depreciation of these property, plant and equipment,
on the same basis as other property, plant and equipment,
commences when the property, plant and equipment are ready
for their intended use.

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

Prepaid land lease payment

Prepaid land lease payment represents interest in land held
under operating lease arrangements and is amortised on a
straight-line basis over the lease terms.

The land and building elements of a lease of land and building
are considered separately for the purpose of lease classification,
unless the lease payments cannot be allocated reliably between
the land and building elements, in which case, the entire lease
is generally treated as a finance lease and accounted for as
property, plant and equipments. To the extent the allocation of
the lease payments can be made reliably, leasehold interests in
land are accounted for as operating leases.

Intangible assets

(a) Research and development expenditure
Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is
anticipated that the development costs incurred on a
clearly-defined project will be recovered through future
commercial activity. The resultant asset is carried at cost less
subsequent accumulated amortisation and any accumulated
impairment losses. Amortisation is provided to write off the
cost of development expenditure on a straight-line basis
over its estimated useful life of three years.
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4. SIGNIFICANT ACCOUNTING POLICIES (continued)
Intangible assets (continued)
(@) Research and development expenditure
(continued)
Where no internally-generated intangible asset can be
recognised, development expenditure is charged to the
profit or loss in the period in which it is incurred.

(b) Trademarks
Trademarks are stated at cost less accumulated
amortisation and any accumulated impairment losses.
The amortisation is calculated on a straight-line basis over
their estimated useful lives of ten years.

Leases

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

(b) Finance leases

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

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

Assets under finance leases are depreciated the same as
owned assets over the shorter of the lease term and their
estimated useful lives.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Discontinued operation

Discontinued operation is a component of the Group, the
operation and cash flows of which can be clearly distinguished
from the rest of the Group and which represents a separate
major line of business or geographical area of operation, or
is part of a single co-ordinated plan to dispose of a separate
major line of business or geographical area of operation, or is
a subsidiary acquired exclusively with a view to resale.

Classification as discontinued operation occurs upon disposal
or when the operation meets the criteria to be classified as
held for sale, if earlier. It also occurs when the operation is
abandoned.

When an operation is classified as discontinued, a single
amount is presented on the face of the income statement,
which comprises:

(@) The post-tax profit or loss of the discontinued operation;
and

(b) The post-tax gain or loss recognised on the measurement
to fair value less costs to sell, or on the disposal, of the
assets or disposal group constituting the discontinued
operation.

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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Recognition and derecognition of financial
instruments (continued)

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 receivable and the cumulative gain or loss that had been
recognised directly in equity 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.

Investments

Investments are recognised and derecognised on a trade date
basis where the purchase or sale of an investment is under a
contract whose terms require delivery of the investment within
the timeframe established by the market concerned, and
are initially measured at fair value, plus directly attributable
transaction costs except in the case of financial assets at fair
value through profit or loss.

(a) Available-for-sale financial assets
Available-for-sale financial assets are non-derivative
financial assets not classified as trade and other
receivables, held-to-maturity investments or financial
assets at fair value through profit or loss. Available-for-
sale financial assets are subsequently measured at fair
value. Gains or losses arising from changes in fair value of
these investments are recognised in other comprehensive
income, until the investments are disposed of or there
is objective evidence that the investments are impaired,
at which time the cumulative gains or losses previously
recognised in other comprehensive income are recognised
in profit or loss. Interest calculated using the effective
interest method is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments (continued)

(a) Available-for-sale financial assets (continued)
Impairment losses recognised in profit or loss for equity
investments classified as available-for-sale financial assets
are not subsequently reversed through profit or loss.
Impairment losses recognised in profit or loss for debt
instruments classified as available-for-sale financial assets
are subsequently reversed and recognised in profit or
loss if an increase in the fair value of the instruments
can be objectively related to an event occurring after the
recognition of the impairment loss.

(b) Financial assets at fair value through profit or
loss
Financial assets at fair value through profit or loss are
either investments classified as held for trading or
designated as at fair value through profit or loss upon
initial recognition. These investments are subsequently
measured at fair value. Gains or losses arising from
changes in fair value of these investments are recognised
in profit or loss.

Trade and other receivables

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 receivables’ carrying amount 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 the profit or loss when an increase in the
receivables’ recoverable amount 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.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (continued) 4. EEETHEER(4)
Cash and cash equivalents ReRERREIER

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.

Borrowing

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

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

Financial guarantee contract liabilities

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

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

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

Trade and other payables

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

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

(a)

(d)

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.

Handling services fee is recognised when the services have
been rendered.

Interest income is recognised on an accrual basis using
the effective interest method by applying the rate that
discounts the estimated future cash receipts through
the expected life of the financial instrument to the net
carrying amount of the financial assets.

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

Employee benefits

(a)

(b)

58

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 contributes to defined contribution
retirement schemes which are available to all employees.
Contributions to the schemes by the Group and
employees are calculated as a percentage of employees’
basis salaries. The retirement benefit scheme cost charged
to profit or loss represents contributions payable by the
Group to the funds.
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SIGNIFICANT ACCOUNTING POLICIES (continued) 4. TESBER(#)
Borrowing costs BERAE

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, are capitalised
as part of the cost of those assets. Capitalisation of such
borrowing costs ceases when the assets are substantially ready
for their intended use. Investment income earned on the
temporary investment of specific borrowings pending their
expenditure on qualifying asset 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 assets, the amount of borrowing costs eligible
for capitalisation is determined by applying a capitalisation
rate to the expenditure on that assets. 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 assets.

All other borrowing costs are recognised in 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.

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

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

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

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends to
settle its current tax assets and liabilities on a net basis.
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SIGNIFICANT ACCOUNTING POLICIES (continued) 4. FE=:HHE(#&)
Related parties BEAL

A party is related to the Group if:

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

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

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

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

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

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

Segment reporting

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

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar in respect of
the nature of products and services, the nature of productions
processes, the type or class of customers, the methods used to
distribute the products or provide the services, and the nature
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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
for deferred tax assets, investments, 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 (continued)
Provisions and contingent liabilities

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

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

Events after the reporting period

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

KEY ESTIMATES

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

Going concern basis

These financial statements have been prepared on a going
concern basis, the validity of which depends upon the Group
being able to achieve a successful restructuring and continue
its business. Details are explained in note 2 to the financial
statements.
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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)

(b)

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: (1) whether an event has occurred that may
affect the asset value or such event affecting the asset
value has not been in existence; (2) whether the carrying
value of an asset can be supported by the net present
value of future cash flows which are estimated based
upon the continued use of the asset or derecognition;
and (3) the appropriate key assumptions to be applied in
preparing cash flow projections 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.

Depreciation of property, plant and equipment
Property, plant and equipment are depreciated on a
straight-line and a reducing balance basis over their
estimated useful lives, after taking into account of their
estimated residual values. The determination of the
useful lives and residual values involves management’s
estimation. The Group assesses annually the residual
values and the useful lives of the property, plant and
equipment and if the expectation differs from the original
estimate, such a difference may impact the depreciation
in the year and the estimate will be changed in the future
period.
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5. KEY ESTIMATES (continued) 5. FERFZ(H)

Key sources of estimation uncertainty (continued) At T RERZE 2T ERR(A)

(c) Allowance for bad and doubtful debts () RERBE
The Group performs ongoing credit evaluations of its REEBHERPHEETEAT
customers and adjusts credit limits based on payment & WIRBENRESEEEFERNZ
history and the customer’s current credit-worthiness, EEBRACEABREZHEEREESE
as determined by the review of their current credit HmETE) AR EAEE - X5
information. The Group continuously monitors collections SEERRARERTP ZHRIE
and payments from its customers and maintains a S WARYR B 8 B I AR 0] 2 FERR
provision for estimated credit losses based upon its 45 7E B P YR Z 1B RFF— e 5
historical experience and any specific customers collection BN TE 2 EEEE - E8E
issues that have been identified. Credit losses have B—EREASEESR  WiEHE
historically been within the Group's expectations and ERMAE LUK ZIER - ARRE
the Group will continue to monitor the collections from BE 2z BRHEEEEKT

customers and maintain an appropriate level of estimated
credit losses.

(d) Allowance for inventories (d) FE&E

The management of the Group reviews an aging analysis AEEERERNSRERHEEER
at the end of the reporting period, and makes allowances BERERON - StAAHEAI T~ EES
for obsolete and slow-moving inventory items identified EEERBRZRERSHITEIRE
that are no longer suitable for use in production. The TER B - BHE * BRIRSRA A
management estimates the net realisable value for such BRERRIRITIOR Rt F 8K
finished goods based primarily on the latest invoice prices mZ AR RE - AEERERE
and current market conditions. The Group carries out an HEAAE B ENERETFES
inventory review on a product-by-product basis at the & WHFRETR B AHeitE -

end of the reporting period and makes allowances for
obsolete items.

(e) Estimation of fair value of buildings (e) BFAFEZMEE
The best evidence of fair value is current prices in an ANHEZHERERGRTIS LA
active market for similar buildings. In the absence of PEFZHITER - MRRZEE
such information, the Group considers information B AEERKERZEERRIR
from a variety of sources, including: (a) by reference to BIE  @Q2FBULIAEE ; (b)ERT
independent valuations; (b) current prices in an active HBRTRME - RRERISERT
market for buildings of a different nature, condition or [0 3tb, Bh (3 32 i 78 1~ R FE 49 sk Ho A
location (or subject to different leases or other contracts), AR ZEFHRITES - WiED
adjusted to reflect those differences; (c) recent prices of FBARMZEEZER  (QBLUET
similar buildings on less active markets, with adjustments IR RK R T 5 2 30 BR(E A% -
to reflect any changes in economic conditions since the WAEH AR AR B AR EERE
date of the transactions that occurred at those prices; IR 5 & B AR 2 {48 AR i 2
and (d) discounted cash flow projections based on reliable g RABEAFEZRRIRES R
estimates of future cash flows, supported by the terms of & WAMEERAELORE S L
any existing lease and other contracts and (when possible) ZARFR - PARAERIATIE S T LASNR
by external evidence such as current market prices for RBIE (R AE R 3 SRR AR R 2
similar buildings in the same location and condition, BUEF o RTME)EZRF - I
and using discount rates that reflect current market PR LR &0 & 58 R R 2 T i
assessments of the uncertainty in the amount and timing EREZEZ E I BTG 2 B3R RE
of the cash flows. oz BRRIR & TEAl o
ROREERERAT 65

—T-TrER



NOTES TO THE FINANCIAL STATEMENTS
BY ¥ AR M =

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

5.

66

KEY ESTIMATES (continued)
Key sources of estimation uncertainty (continued)

(e)

U]

(9)

(h)

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

Deferred tax

Deferred tax assets are recognised for all unused tax
losses to the extent that it is probable that taxable
profit will be available against which the losses can be
utilised. Significant management judgement is required
to determine the amount of deferred tax assets that can
be recognised, based upon the likely timing and level of
future taxable profits together with future tax planning
strategies. Details are contained in note 37 to the
financial statements.

Income taxes

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

Provision for litigation

Certain subsidiaries of the Company are or have been
involved in certain litigations in respect of goods sold
and services delivered, trade and other payables to
third parties by the Group. The Directors determine the
provision for litigation based on their best estimates and
legal advices. If the final outcome of litigations is different
from the estimation made by the Directors, additional
provision for litigation may be required.
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BRI TE R R RAREAAAR » RE
BT 2 RmER M RARMEE9
WEE -
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ERERBS A A AR iHERE
15 & 3L AR E AR R E B ERIE
JETRIBEE © RE MR ZIEEHIR
BECHERREEEERETVEHRA
2B [ BOR R R B A 2 A2 R
RIRBIRFT BIBOR (F HH EAHIE -
BB M TS MR REIT
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For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group has certain principal financial instruments, other
than derivatives, comprise interest-bearing bank borrowings,
finance leases, and cash and bank balances. The main purpose
of these financial instruments is to raise finance for the
Group’s operation. The Group also has various other financial
assets and liabilities such as accounts and bills receivables and
accounts payables, which arise directly from its operation.

The Group also enters into derivative transactions, including
principally forward currency contracts. The purpose is to
manage its sources of finance and the currency risk arising
from the Group's operation.

The main risks arising from the Group’s financial instruments
are interest rate risk, foreign currency risk, credit risk, price
risk and liquidity risk. The Directors reviewed and agreed on
the policies for managing each of these risks and they are
summarised below. The Group’s accounting policies in relation
to derivatives are set out in note 4 to the financial statements.

(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.

The following table demonstrates the sensitivity analysis
to a reasonably possible change in interest rates, with all
other variables held constant, of the Group’s loss before
tax (through the impact on floating-rate borrowings).

6.

SRR EE R ERBR

AEBETIZeMTIAMTATAR
SN BIEFTBRITIER MEBENR
R RIRTHEF -ZFERTAZEE
BHNARAREXHRBEES - A5H
NEESEEMEREERBE (DI
MR R EE AR ENEF)EEA
HEGESE -

REEETTETARS  TEBRE
EHEEAY  EEBEEESHRR
ELBARKERB ZINERR -

AEEERTAEL 2 T ZEB SR
Rk SNERR - FERR - BRER
ErBERER - EETEERT RBE
EERERERARIBER  ZFBRER
Xt - AREEBITET A &5
BOR - SN IRRMTES -

(a) FIRE
AEBAAREZ TSN EEEHER
TEEAREBUFBNEGFRZE
TRAERR

TRIVTHER A IR A LR Eyifn Ay
FHABHERFIEZBERT @ K
SEBRGAEEGERTIEERZ
B ZGRNEDNT -

2009
—ETNF
(Increase)/
decrease

in loss
before tax
BRE5 BT ETIE
(),
HK$'000
BT TT

Interest rate on floating-rate 2 EEERE
borrowings
— Increase in 100 basis point
— Decrease in 100 basis point

— 1290100 1EE 25
— WA 100 EE 24

(3,289)
3,289

RABEEZERARAF
—T-TrER
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6.

68

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)
(b) Foreign currency risk

(c)

The Group has transactional currency exposures. Such
exposures arise from a substantial portion of sales or
purchases by operating units in RMB.

The following table demonstrates the sensitivity analysis
at end of the reporting period to a reasonably possible
change in the RMB exchange rate, with all other
variables held constant, of the Group’s loss before tax
(due to changes in the fair value of monetary assets and
liabilities).

6.

MBEREERERBER (&)

(b) SMEmE
AEBBEAZINER AR - ZF
RRRERIBOAAREREEE
7 $5E IR

TRITREREHREEAAR
WERZ RIRF LB BT ATA it
BERBTER - AKERTAE
B(ANEBEERABLAFESR
B) 2 BUBNE AT ©

2009
—ETNF
HK$'000
BT
(Increase)/decrease in loss before tax  BF:ig7Es I8 (3 0) F

— if Hong Kong dollar weakens — e A RMEET(E5 %
against RMB with 5% (9,525)

— if Hong Kong dollar strengthens — s A R MBS %
against RMB with 5% 9,525

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.

Credit risk

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

The credit risk of the Group’s other financial assets, which
comprise cash and bank balances, derivative financial
instruments, equity investments at fair value through
profit or loss and other receivables, arises from default of
the counterparty, with a maximum exposure equal to the
carrying amounts of these instruments.

ARERETE Bt ) AR B EL SN L F
e IRNARFEREZBEREES 2
B o

(0 FERE
AEBERERATREERIFZE
=ETES c ARBZBERAM
BHAMEEGRRETES ZEFPY
ARREEBRIRRRF - 1o B
IR PAFH R R T -

rAEEEpeREE(ETRER
ERBTET  TEERTA R
DR EF AR BARE A
FEMWRIR) RS F R AMESL
EFERR  HEARBRESNZE
TAZMKEE -
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e

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+4—HIFE

6.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)
(c) Credit risk (continued)

(d)

(e)

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 and bills
receivables are disclosed in note 25 to the financial
statements.

Price risk

The Group’s financial assets at fair value through profit or
loss and available-for-sale financial assets are measured at
fair value at the end of the reporting period. Therefore,
the Group is exposed to equity security price risk. The
Directors manage this exposure by maintaining a portfolio
of investments with different risk profiles. At the end
of the reporting period, the Group is not exposed to
significant price risk.

Liquidity risk

The Group is exposed to liquidity risk at 31 March 2010
as its financial assets due within one year was less than
its financial liabilities due within one year. The Group
reported the consolidated net current liabilities of
HK$791,878,000 and the consolidated net liabilities of
HK$423,310,000 at 31 March 2010.

The Directors have given careful consideration on the
measures currently undertaken in respect of the Group’s
liquidity position. The Directors believe that the Group will
be able to meet in full its financial obligations as they fall
due upon the completion of the Restructuring Proposal as
further explained in note 2 to the financial statements.

RABEEZERARAF
—T-TrER

6.

MBEREERERBER (&)

()

(d)

(e)

EER &)

AN S B B RSB R B2 LA
REFEEEL CEPETHE &
—RBAEMm
ERAREAZHERBERARER
FREEZ EERBRNE - FELH
BRI S MAKIE25HE

B ERE

AEBEAFEFABRSZERE
ERAHHESREENSREH
BEERRAFEFE - At - &
SEARERAESERRER
EEEBEFATARREIEZ
BREHAEEAHEER - NEHRE
HIR - AEE Y EAEEAERR
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o

RENVE £ E B

R=ZZ—ZTF=A=+—8 &
RER—FREPzEMEED
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For the year ended 31 March 2010
B2 —F—FTF=H=+—HIFFE

6. FINANCIAL RISK MANAGEMENT OBJECTIVES 6. MBEMREERERBERE
AND POLICIES (continued)
(e) Liquidity risk (continued) (e) RBELEBSR(&F)
The maturity profile of the Group’s financial liabilities at RERESHELEER - A&5EZE
the end of the reporting period, based on the contractual SRR R B ENE B8R
undiscounted payments, is as follows: TS ¢
Less 3to
On than  less than 1to
demand 3 months 12 months 5 years Total
Z@RZE
23N
REREE LR=ER +=EA —ZRF st
Group AEE HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

BT BETT  BA%TT BETT  E%TT

At 31 March 2010 R-ZE-ZF
=R=+-H
Accounts payables FEfIBR X 134 225 318,851 - 319,210
Financial liabilities TAEEAR
included in accruals HthENZEZ

and other payables LREE 21,203 - - - 21,203
Borrowings RS 161,798 1,998 248,318 - 412,114
Due to directors ERNEEFHIE 629 = = = 629

183,764 2,223 567,169 - 753,156

At 31 March 2009 R-BEAF
=B=t+-—H
Accounts payables FERTBRTR 59,452 240,389 42,181 - 342,022
Financial liabilities STAESER R
included in accruals  HitERFIEY
and other payables &R AEE - 10,418 - - 10,418
Borrowings gTE 123,726 81,006 132,962 61,144 398,838

183,178 331,813 175,143 61,144 751,278
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6. FINANCIAL RISK MANAGEMENT OBJECTIVES 6. MBEMREERERBERE
AND POLICIES (continued)
(f) Financial instrument by category (f) ®REREsZ2EMIA
The carrying amount for each category of the Group's AEEZEERT ARNREHES
financial instruments at the end of the reporting period is HAZEEBRT :
as follows:
2009
—ZETNEF
HK$'000
BT
Financial assets: TRMEE
- Financial assets at fair value —EBAFEFAEBRZ
through profit or loss SREE 2,974
— Loans and receivables —BERREWGRIA 130,022
— Cash and bank balances —Be MRITHET 36,758
Financial liabilities: SRARE
— Financial liabilities — BRI AR 2
at amortised cost SRAE 751,011
7. SEGMENT INFORMATION 7. DEHER
The Group has had two reportable segments which are the AEFBEMBERRESS  HRIAEF
electronic products and components segment and the home ERkEHESARRESHEMDED °
appliance products segment. The business of the home FEEREMEBRDREFERIEE
appliance products was discontinued during the prior year. oo ANREE  NEBRE — @7 HRE
In the current year, the Group retains a reportable segment SEb - BlET  HERHEEETFER R
which is design, manufacture and sale of consumer electronic o
products and components.
The Group’s reportable segments are strategic business units REFB A REDBARETRESRZ
that offer different products. They are managed separately FHEEFEEN - AN SEBRARRATR
because each business requires different technology and B RIS ERE - A sRED STy D R
marketing strategies. BIE o
RAOBEZERERAA 71
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#
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S Y BN NR

SEGMENT INFORMATION (continued)

The accounting policies of the operating segments are the
same as those described in note 4 to the financial statements.
Segment profits or losses do not include dividend income,
interest income, gains or losses from investments and
derivative financial instruments, finance costs, income tax
and unallocated corporate income and expenses. Segment
assets do not include available-for-sale investments, loans
receivables, equity investments at fair value through profit and
loss, derivative financial instruments, tax assets, cash and bank
balances, and other unallocated corporate assets. Segment
liabilities do not include borrowings, amounts due to directors,
derivative financial instruments, tax liabilities and unallocated
corporate liabilities. Segment non-current assets do not include
financial instruments and tax assets.

The Group accounts for intersegment sales and transfers as if
the sales or transfers were made to third parties, i.e. at current
market prices.

RED BZ ﬁﬁl”éﬁiﬁﬂ%iﬁ%f%ﬁfﬁl
Pt E AR o 2 B M B B R
BRA -~ FMBWA - RERITESET
B2 BE - BEKAE - FIEHARKRD

RRRWARAX - nHEETREA
HHEZRE - BRER - BOFER
ANBHZBARE  TESRBTE - &

BEE R RRITEFAREMARD
REAREBE - DHABETEERE &
NEZFHE TAESRTA  HIBEEE

EARDBEARIARE - DEIERBEET
PRCBIANTBEE -

AEESBEHEEMERRATHEA
BRI E SR ME =TT {EH o

Electronic
products and
components
EFERREH
HK$'000
BB T
Year ended 31 March 2010 BE-Z-—ZF=-A=1+—HLFE
Revenue from external customers REINREP 2 Wam 486,237
Segment losses D EPETIE 783,180
Interest revenue FEWA 71
Interest expense MEFXE 22,454
Other material item of income and expense: HmEAWLIAR :
Gains on equity at fair value BRAFER A B 2 R 2 iz
through profit or loss 1,094
Depreciation and amortisation P R 4 6,396
Income tax FRiSHt 14,982
Other material non-cash item: HihEXIRLIHER :
Provision against inventories and FEREIREENHFE 2 ER
loss on auctions of sequestrated inventories 426,945
Additions to segment non-current assets BENEIERBEE 23,687
At 31 March 2010 R-B-ZBEE=A=+—H
Segment assets DEBEE 404,039
Segment liabilities DEEE 401,450
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7. SEGMENT INFORMATION (continued) 7. DHER#E
Home
appliance
products Electronic
(Discontinued products and
operation) components Total
REEREM
(BRIEREEL) EFERKREH st
HK$'000 HK$'000 HK$'000
T IT BT BT T
Year ended 31 March 2009 BE-ZEENE
=A=t+-HLEE
Revenue from external customers — HEIINREP 7l 340,198 2,055,805 2,396,003
Segment losses D EREE 21,741 126,425 148,166
Interest revenue SN - 174 174
Interest expense listER 239 25,716 25,955

Other material items of income HEAWTIER :
and expense:
Losses on equity at fair value ROV EF AR

through profit or loss RN 7 B R - 1,488 1,488
Surplus on revaluation HEENERER BHAH
recognised directly in equity - 1,177 1,177
Depreciation and amortisation e Ry 1,743 73,757 75,500
Income tax PSR 309 140 449
Other material non-cash items: HiEKRIERSIEE :
Provision against inventories FEEE 6,745 4,236 10,981
Provision for impairment BERERE
of assets 5,098 60,697 65,795
Additions to segment RNEDEIERENEE
non-current assets 626 19,508 20,134
At 31 March 2009 R-ZBEAF=A=1+—H
Segment assets DEEE 11,971 1,193,866 1,205,837
Segment liabilities DEEE 9,043 376,518 385,561
ROBEEZERBRATR 73
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7. SEGMENT INFORMATION (continued) 7. DEER(E)
Reconciliations of reportable segment revenue, profit and loss, ARG SRR E  mFREE C BER
assets and liabilities: BEZ K
2010 2009
—E-ZF ZETNF
HK$'000 HK$'000
BT T BB T
Revenue ==
Total turnover of reportable segments — LATREHEEKL & DR IHE L X755
disclosed as consolidated turnover ZEEREBEARE 2 AIRE
from continuing and discontinued DEPHR L SR
operations 486,237 2,396,003
Profit or loss AR EE
Total loss of reportable segments A ¥RE D Bl RS 1R AR (783,180) (148,166)
Other profit and loss E Ay F & &8 (7,234) (26,721)
Consolidated loss FEEE (790,414) (174,887)
2010 2009
—B-ZF —ZENF
HK$°000 HK$'000
BT T BT
Assets BE
Total assets of reportable segments A¥RE DI E ERE 404,039 1,205,837
Other assets Hh &= 32,095 39,732
Consolidated total assets e AEMAE 436,134 1,245,569
Liabilities =N
Total liabilities of reportable segments — A[¥k&E D 3 & (E4E%ZE 401,450 385,561
Other liabilities EfhEfE 457,994 473,328
Consolidated total liabilities LA AR 859,444 858,889
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7. SEGMENT INFORMATION (continued) 7. DEER(E)
Geographical information: WEEFR :
Revenue
Wz
2010 2009
—E—ZF —ZETNF
HK$'000 HK$'000
BET T BETIT
Revenue &=

Americas M 128,545 1,447,920
Europe BOM 67,663 326,538
Asia Pacific countries EEy N EER 287,693 548,722
Others Hity 2,336 72,823
Discontinued operation BRI = (340,198)
Consolidated total LREHEET 486,237 2,055,805

LR BRI - WS IR T PN
g -  RBEEHRSEER -  AEEFRE
FRBEEIUNRTEAREERK °

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 Asia
Pacific countries.

8. TURNOVER 8. EFXEH
The Group’s turnover is analysed as follows: REBEEESNMT:

2010 2009
=F-FF —TTNF
HK$’000 HK$'000
BET T AT

FELEEBRIGRT - HER
HEETEMRENH

Design, manufacture and sale of
electronic products and
components attributable to
continuing operation 486,237 2,055,805

Design, manufacture and sale of home B4 FEL ¥R R - BER
appliance products attributable HERESREM(M:E13)

to discontinued operation (note 13) 340,198
486,237 2,396,003
RABEZRERAT 75
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76

OTHER INCOME

The Group's other income from continuing operation
(discontinued operation: HK$nil) is analysed as follows:

HAB A
REBEREFBELEER 2 A MMKA
(BRIEEEER - BETT) 5 Q0
T

Bank interest income

Dividend income from listed
investments

Foreign exchange differences, net

Gain on disposal of items of property,
plant and equipment

Sales of scrap materials and
raw materials

Sundry income

2010 2009
=F-FF —
HK$’000 HK$'000
BT T AT
RITF SIA 174
RE EMEREZBRBBA
143
R EBFE 9
HEWR - BERREERA 2 ek
29,886
SHE R R RAT R
7,287
FEEMA 193
37,692
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10.

—=_
—=

F-FFZF=1—HIFE

LOSS FOR THE YEAR

10. REEEE

The Group’s loss for the year is stated after charging/(crediting) REEZ AFEFBBEMR(GTA) A

the following#:

NRIREGIR

2009

—ETNE

HK$°000

BT

Cost of inventories sold BEEFERR 2,404,936
Provision against inventories: TERME

Continuing operation FHEICE TS 4,236

Discontinued operation BRI 2R 6,745
Loss on auctions of sequestrated inventories: HEHMN\TE ZEE

Continuing operation ## BT ZE e -

10,981
Gains on derivative financial instruments PTESR TS —

— forward currency contracts, net RHBKEH  F5 (382)
Depreciation e 66,813
Amortisation of software development costs* SRR BA R P AN B 75
Amortisation of trademark* [ElEs 3N 282
Amortisation of prepaid land lease payments FEA - 3 AR B SR IEE 8 981
Research and development costs: 7T R AR

Deferred development costs amortised* I FIE R B B AN B 8,330

Current year expenditure REERZ 2,115

10,445
Minimum lease payments under operating T REFEERY 2 HEEE
leases on land and buildings 3,771

Auditors’ remuneration

Employee benefits expense

(including directors’ remuneration — note 14):

Wages and salaries
Pension scheme contributions
Less: Forfeited contributions**

ZEE & 1,180

BIENRZ ‘
(BIEEEM S —M214)

ITER¥w 160,378
RSBl 2386
Rl N -

TEFH

162,764
Provision for impairment of assets: BERMERE
Continuing operation: FHBICE TS
Impairment of items of property, Y% - HENEREEERE
plant and equipment 37,409
Impairment of deposits for acquisition of W% - Ms &
items of property, plant and equipment RBEE 2R RE =
Impairment of intangible assets BREAERE 7,551
Impairment of accounts receivables FEU AR RORE 10,179
Impairment of factored accounts receivables FEWR S RIRBR FORE -
Impairment of deposits and other receivables 1ee & H A EUGRIE RV E 5,558
Impairment of prepaid land lease payments TER A E R IBRE =
60,697
Discontinued operation: IR T
Impairment of items of property, ¢%¥ R K& & %18 B RE
plant and equipment 5,098
65,795
Loss/(gain) on disposal of items of property, HEYX  HELSEER
plant and equipment e, (kas) (29,886)
ENREERARAT 77
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10.

11.

78

E-F-FE= A=+ —HILFE

LOSS FOR THE YEAR (continued) 10.

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

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

# The disclosures presented in this note include those amounts in relation to
the discontinued operation.

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

RFERE )

* %

#

RERZRRBERA - BT RIELERF
BABHEE DRIt AGRAERERZHE
RO AR HERA]

FA - AEEW R GTRAT G BRI
REE 2 BEMHN -

AEIRBEREREEEXB 2
2 o

BRAAE 2 — S FERIN M B MR T
19

BhE A

statements.
FINANCE COSTS 11.
Interest on: PTHNIEE 2 FE -
Bank and other borrowings wholly BERRAFEREHEEREZ
repayable within five years RITREMBEE
Finance leases RMEMRE
Attributable to: FEfh
Continuing operation PRI TS
Discontinued operation (note 13) BRI SRR (H7E13)

2010 2009
—z-—zr M LT
HK$"000 HK$/000
BT AT

22,337 25,361
117 594

22,454 25,955

25,716
239

25,955
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12. INCOME TAX 12. FRB%:

2009
—ZETNF
HK$'000
BT
Current — Hong Kong BNER—&/A

Charge for the year rEEER 3,113
Overprovision in prior year FFEBREEE (1,393)

Current — Mainland China BNER — A B it
Charge for the year REEER 1,142
Deferred tax (note 37) IEAEFR A (A 7£37) (2,722)
140

Hong Kong profits tax is provided at a rate of 16.5% (2009:
16.5%) based on assessable profit for the year less allowable
losses brought forward. Certain allowable losses of the
Company’s subsidiaries incorporated in Hong Kong are yet to
be agreed by the IRD. Tax charge on profits assessable in the
PRC have been calculated at the rates of tax prevailing in the
PRC, based on existing legislation, interpretation and practices
in respect thereof.

During the year, the IRD initiated tax queries on four
subsidiaries of the Company for the years of assessment
from 2005/2006 to 2008/2009. The management is of the
opinion that, in all the relevant years, adequate Hong Kong
tax provisions were made on the Hong Kong sourced income.
Since the tax queries are still at a fact-finding stage, the
outcome of the tax queries cannot be readily ascertained. After
consulting with professional advisors, the management is of
the opinion that the existing provisions are adequate.

RABEEZERARAF
—T-TrER

BB FEBIZE N ERB SRR AR 4
EAHRBEUTE165% (ZFTT 1
F: 165%) EHEE - ARAIETFTR
BB T M B AR NFEIE
HAERERREE o o B E R AR
B TR BRI TR AR B AR EIR T
G RERIEGIETE -

FRN - BHRR-TZTRH—TTRF
E_TTN\/ZETNFIREERAE
REMEKMEARIR LS AN - BIE
EBRRERMBERBFERREEEZ
WATEH R T EBIAEE - ENER
HBERRENIRERER - BUREES
BEHGER - KAABXEREK  BE
BRARRBERERTR -
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12. INCOME TAX (continued) 12. FRiS%i(4&)

The reconciliation between the income tax and the loss before Fir 5 %0 B RR 756 AT S R IR A BB NS TR

tax multiplied by the Hong Kong profits tax rate is as follows: RS2 SIERAT ¢
2010 2009
—E-ZF —ETNEF
HK$'000 HK$'000
BT T BB T

Loss before tax: BREIRTEIE

From continuing operation SR (805,396) (152,458)
From discontinued operation BRI = (21,980)

(805,396) (174,438)

Tax at the domestic income tax rate of IR E H FTERIFLE16.5%

16.5% (2009: 16.5%) (ZZTNF  165%)5tEZ
g (132,891) (28,782)
Effect of different tax rates of WERBTRF Rz &
subsidiaries (26,406) (5,909)
Effect of change in tax rate MEge) s & = (159)
Loss not subject to tax, E B =T B H R 2
due to concession B8 326
Adjustments in respect of current tax of Fh#k & EAIEAF BEH TR
previous year (904) (1,393)
Income not subject to tax BAERBUA (226) (67)
Expenses not deductible for tax AR 103,977 12,606
Tax losses utilised from previous periods & 81 #3fE - £ IE g5 18 (300) =
Tax losses not recognised KIERZ FHIAFE 41,492 22,832
Others HAh 276 995
Tax at the Group's effective rate BAREEBEERRTE 2 HIE (14,982) 449
Tax attributable to: FEAGRRIA -
Continuing operation FHEAC TS (14,982) 140
Discontinued operation (note 13) BB R (H7E13) - 309
(14,982) 449
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NOTES TO THE FINANCIAL STATEMENTS
B B AR B —

For the year ended 31 March 2010
RE-F-FE=A=+AUFEE

13. DISCONTINUED OPERATION 13. BAILKREFERK

On 28 December 2008, the Group discontinued its home AEBR_ZEEN\F+_A=-+/\BL
appliances products division, which is a major line of business IEEREEREMIFT - ZMBFAREE
and is part of the Mainland China and Hong Kong operation. X WATBEAMEEEER 2
The Group had decided to cease its home appliances products —89 c BRAKEFEEERES
business because it plans to focus its resources on electronic BHNEFEMRTHER - BUREK
products and components business. IFHRESREMER -

The results of home appliances products business during the REBREMEBTRNBESRRIEES
prior period were presented below: FEAR

Year ended Period ended
31 March 28 December
2010 2008
BE-Z—ZF EEmk s

===l +— A=+ N\H
IEEE LEHARS
HK$'000 HK$'000
BT T BB T
Turnover S 340,198
Cost of sales SHEA (340,146)
Expenses Fs (9,950)
Impairment of items of property, WE - BERREEBRE
plant and equipment (5,098)
Provision against inventories FEREE (6,745)
Finance costs RBhE R A (239)
Loss before tax from discontinued BRI TS 2 BRI 18
operation (21,980)
Income tax Fris %t (309)
Loss for the period from discontinued B4 HE& 7% 2 HARIE B
operation (22,289)
ROREBRARAT 81
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NOTES TO THE FINANCIAL STATEMENTS
B RS SRR MY EE

For the year ended 31 March 2010
RE-F-FE=A=+AUFEE

13. DISCONTINUED OPERATION (continued) 13. ERILKEEK (&)
The net cash outflow incurred by home appliances products RESHREMEFRBABEELEZE
business during the prior period was as follows: EMLFEMT ¢

Year ended Period ended

31 March 28 December
2010 2008
pmel s HECRT)N\F
=ZA=1+—H [y

LLFE 1EEAFE

HK$'000 HK$'000

BT T BT T

Operating activities EE S 1,547
Investing activities KEED 417
Financing activities BhEEE 3,097

Net cash outflow Be R FeE 5,061
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For the year ended 31 March 2010
RE-F-FE=A=+AUFEE

14. DIRECTORS’ AND FIVE HIGHEST PAID 14. EER AV RS FHFEES 2 FHiN
INDIVIDUAL EMOLUMENTS
Salaries,
allowances Pension
and benefits scheme Total
Fees in kind contribution emoluments
e 2R ERE
we BYEF ST Bt 48
Name of Directors EENSR HK$’'000 HK$"000 HK$’000 HK$’000

BT T BT T BT BT

Executive directors: HITES
Ling Siu Man, Simon E DX 2,997 3,117
Wong Ki Cheung =HE 1,588 1,667
Li Fung Ching, Catherine ZBE & 1,588 1,667
Lam Kwai Wah (a) NV EEE) 1,110 1,116

Independent non-executive &7 JEHITES ¢

directors:
Pang Hon Chung TEH
Cheng Tsang Wai EEE

Chung Hing Wah, Paul EEE

Total for the year ended #HZE—ZT—T4&

31 March 2010 =A=+—H
LEFERET
(a): Resigned as a director on 12 January 2010. (@): RZE—ZTF—A+_HEIEES -
ROREERERAT 33
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NOTES TO THE FINANCIAL STATEMENTS
B B AR B —

For the year ended 31 March 2010 —
HE T FFE=H=F—HIFE
14. DIRECTORS’" AND FIVE HIGHEST PAID 14 EERENVERSFHEES 2 FH
INDIVIDUAL EMOLUMENTS (continued) (#&)
Salaries,
allowances Pension
and benefits scheme Total
Fees in kind contribution emoluments
e 2R ERE
s EYEFA BN 48

Name of Directors BEEHSZ HK$"000 HK$’000 HK$'000 HK$'000
BEET T BT T BT T BET T

Executive directors: HITES
Ling Siu Man, Simon %> 4,505 4,999
Wong Ki Cheung =HE 1,794 2,191
Li Fung Ching, Catherine ZBE & 1,794 2,191
Lam Kwai Wah A 1,650 1,962
Au Wai Man (b) EER () 1,183 1,538

Independent non-executive B FEHITE S ¢

directors:
Pang Hon Chung L
Cheng Tsang Wai o (2

Chung Hing Wah, Paul  {EEF%

Total for the year ended #HZE_-ZZTHF

31 March 2009 =A=+—H
LEFERET
(b): Resigned as a director on 1 January 20009. (b): RZZEZNF—A—HEITESE -
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PRSI AR P AL

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

14. DIRECTORS’ AND FIVE HIGHEST PAID 14.

INDIVIDUAL EMOLUMENTS (continued)

During the prior year, all five highest paid employees were
directors, and details of whose emoluments are reflected in
the analysis presented above. The five highest paid individuals
in the Group during the year included 4 directors. The
emolument of the remaining individual for the current year,
falling within the band ranging from HK$nil to HK$1,000,000, is
detailed below:

EERTNUBESHES ZFH N
(#&)

RAEFE  2RANEaHFEEHAE
B RSS2 FER EXAES
DR - FR - AEE RN RS FE
ERRANEEE - B TATREAFEZ
B & 0 -8 ¥ = o = % % 1,000,000 7T
ZEE - FENT

2010
—E-EF
HK$’000
BEFT

Salaries and allowances e KOEBh
Pension scheme contributions RIS ET B

706
8

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

15. DIVIDEND 15.

No dividend has been proposed or declared by the Company
during the two years ended 31 March 2010 and 2009.

AHEREBERAR
—T-TFFH

BE_Z—ZFER_ZZTNFE=A
=—t+t—BHIMEFERLETMNEER
BEXRERETMAHNE 2L -

RE
AARNBpHE—"ST—ZER BT
NEFEZA=Z+—BI-MEFEEZRN
HEIREARS -
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NOTES TO THE FINANCIAL STATEMENTS
BY ¥ AR M =

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

16. LOSS PER SHARE

86

(a)

(b)

(9]

From continuing and discontinued operations
The calculation of basic loss per share attributable to
equity holders of the Company is based on the loss for
the year attributable to equity holders of the Company of
approximately HK$790,414,000 (2009: HK$174,887,000)
and the weighted average number of 1,057,889,962
(2009: 1,057,889,962) ordinary shares in issue during the
year.

From continuing operation

The calculation of basic loss per share from continuing
operation attributable to equity holders of the Company is
based on the loss for the year from continuing operation
attributable to equity holders of the Company of
approximately HK$790,414,000 (2009: HK$152,598,000)
and the denominator for number of shares in issue is the
same as that detailed above for basic loss per share from
continuing and discontinued operations.

From discontinued operation

Basic loss per share from the discontinued operation
for the prior year was HK2.1 cents per share based on
the loss for the prior year from discontinued operation
attributable to the equity holders of the Company of
approximately HK$22,289,000 and the denominator for
number of shares in issue is the same as those detailed
above for basic loss per share from continuing and
discontinued operations.

No diluted loss per share is presented as the Company has not
had any dilutive potential ordinary shares during the two years
ended 31 March 2010 and 2009.

16. BREE

(a)

(b)

(c)

REFELSERCRIREEK
RNARE=IFE AEEERERE
BIRBEA QRS E AELE
JE 518 %) 75 # 790,414,000 T ( =
TN E B 174,887,0007T)
RERNBBITEBRRZ NEFH
#1,057,889,962 % (—ZZ .4F :
1,057,889,962% )5t & -

REFERSEEK

RRBVESITE AEERFECEE
B2 BRENEBIETIREARA R
B EAELBBECEER TR
E1849758790,414,0007T( —2F
JLE : B#152,598,0007T )51 & -
MR ETROEE 2HFE
AT IR AT R B AR A
¥ SRENEBAEER -

RECKRIEREEKE
TEEREBERIELEXEBK 2T
REREBAETR2.1EMW - IR
BAARERIFEEARBLEFE
KA I EETR 2 FIBHEK
22,289,0007CTE - MATAE#1T
IRDER 29 BB EAEF Bt R
BRERERIMEEEB 2 BIRE
AEBATAEMER o

ERAATRNEBEE-_TEFTER-_EE
NF=ZA=+—HI-MEFEHEEM

BEEET AR

WAL 2 5 5 S

B -

TONIC INDUSTRIES HOLDINGS LIMITED

Annual Report 2010
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BrEE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

17.

18.

RETIREMENT BENEFIT SCHEMES

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.

LOSS FOR THE YEAR ATTRIBUTABLE TO EQUITY
HOLDERS OF THE COMPANY

The consolidated loss attributable to equity holders of the
Company includes a loss of approximately HK$428,402,000
(2009: HK$597,000) for the year, which has been dealt with in
the financial statements of the Company. (note 40(b))

RABEEZERARAF
—T-TrER

17.

18.

BARE AT S
REBRRERR DR B D)
REZBAARBBEERIAMIER
HaHB([REHE]) - AEEA
BRREFERIEZS%MRES )
fEHER - BARKERATRIERE
#1,0007C - A ISR T & it B HH 4K
% DEBEEBES -

REBERFEKT ZHERREER S
HTHBRFER 2 RBARSFHEIKE -
ZEMBARAREEEAFERTE
ZETAD LR RERARSFTEIERH
K U BRERRER o 75 HBA
EAEZEMBRRMARE RAR
RARBEZERRENEE - ZFEMER
A REREHE - EERRIE
ZaTBIEH AT MR -

RATEZEFEAEBGEREER
B
ARRERFTEARGEEBEEREER
FEEEA)ENA28,402,000 (= EF
N #B#E597,0007T) © ERAARE
EREANERE (MFE40(b)) °
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B 95 2% —

For the year ended 31 March 2010
HE—F - FF=A=1—HUFE

19. PROPERTY, PLANT AND EQUIPMENT 19. Y% - MERZE
Group rEE
Furniture
Construction Leasehold and  Equipment Motor
Buildings in progress improvements fixtures  and tools vehicles Moulds Total

| 53 HEIR  BENERE  HGARKE  RERIA RE

HK$'000
BETT
31 March 2010 “2-BF=A=+-H
At 1 April 2009, net of RZBENFMNA—A -
accumulated depreciation BB 2 E LA
and impairments 332,832 92,027 59,363 9,987 149,413 862 16,816 661,300
Additions RE = = 11,703 125 400 = 11,459 23,687
Disposals HE (3,840) - (10,837) (CED))] (78,477) (15) (1,150) (95,251)
Impairments BE - (89,397) (33,830) (5,948) (VAPI)] (228) (19,745)  (156,268)
Deficit on revaluation Ed) (27,384) - - - - - - (27,384)
Depreciation provided FRREZTE
during the year (12,520) - (5.874) (1,385) [\EAYD)] (123) (7,380) (40,452)
Transfers 283 2,654 (2,654) - - - - - =
Exchange differences i3kt 88 24 27 1 E] - - 143
At 31 March 2010, net of RZE-F§
accumulated depreciation =A=t—-R0 Bk
and impairments ZAHFELRE 291,830 20,552 1,848 51,049 496 365,775
At 31 March 2010 RZZ-ZF=F=1—H
Cost or valuation A {EE 291,830 35,759 16,528 92,584 6,152 442,853
Accumulated depreciationand ~ 2EHTER(E
impairments - (15,207) (14,680) (41,535) (5.656) (77,078)
Net carrying amount REFE 291,830 20,552 1,848 51,049 496 365,775
Analysis of cost or valuation R-E-F£=f=+-H
at 31 March 2010 ZERARIEEDHT
At cost BRARE = 35,759 16,528 92,584 6,152 151,023
At valuation RitE 291,830 - - - - 291,830
291,830 35,759 16,528 92,584 6,152 442,853
31 March 2009 “BENEZA=T-R
At 1 April 2008, net of RZZZN\FNA-A
accumulated depreciation BHBRZNERRE
and impairments 335,172 61,886 11,513 201,381 36,980 736,084
Additions NE - 5,404 1,443 4,543 2,913 16,267
Disposals e (2,300) - - (825) - (3,285)
Impairments RE - (451) (905) (32,286) (8,852) (42,507)
Surplus on revaluation E 1,177 - - - - 1,177
Depreciation provided ERNERZITE
during the year (14,272) - (CPLD)] (2,281) (25,163) (15,447) (66,813)
Transfers BE - (1,222) - - - 1,222 -
Exchange differences EXER 13,055 3,512 1,814 217 1,763 - 20,377
At 31 March 2009, net of RZZENEF
accumulated depreciation =A=1+-HB Bk
and impairments ZEHTERAE 332,832 92,027 59,363 9,987 149,413 862 16,816 661,300
At 31 March 2009 R=BBNF=A=t-H
Cost or valuation RAEE 332,832 92,027 137,878 40,065 407,438 9,963 113,954 1,134,157
Accumulated depreciation and ZAMERAE
impairments - (78,515) (30,078) (258,025) (9.101) (97,138)  (472,857)
Net carrying amount REFE 332,832 59,363 9,987 149,413 862 16,816 661,300
Analysis of cost or valuation RZBENF=A=1-H
at 31 March 2009 ZBASIEEA
At cost RRNME - 92,027 137,878 40,065 407,438 9,963 113,954 801,325
At valuation BihE 332,832 - - - - - - 332,832
332,832 92,027 137,878 40,065 407,438 9,963 113,954 1,134,157
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For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

19. PROPERTY, PLANT AND EQUIPMENT (continued) 19. W% - BMENKRE &)

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

During the prior year, the Group closed down the operation
of a factory located in Qishi Town, Dongguan, PRC (the “Qishi
Factory”), which was principally engaged in the manufacture
of components for its electronic products and components
division, and home appliance products division. The Directors
considered that certain items of the PPE of the Qishi Factory,
with the carrying amounts of HK$42,507,000, were impaired,
and the resultant impairment losses with the equivalent
amounts were charged to the consolidated income statement
during the year ended 31 March 2009.

During the current year, the Group has experienced rapid and
continuing deterioration in its business due to the drastic decline
in turnover, customers’ purchase orders, production scale and
customer confidence as a consequence of the financial turmoil.
With a view to further reduce costs and to mitigate the loss-
making position of the Group, the Group has suspended and
closed down the remaining operations of the manufacturing
plants in Qi Shi Town and Tangxia Town, Dongguan, PRC. In
light of the changes in economic conditions, the Directors
considered that certain items of the PPE of the Group, with the
carrying amounts of HK$156,268,000, were impaired, and the
resultant impairment losses with the equivalent amounts were
recognised and charged to the consolidated income statement
during the year.

RNREERARAT
—T-TrER

EREEESMHAATKREDSE  UEE
WE - BERERB(YE BERR
B2 ERREBRIEE - X BE
K E R AE AR A FEREE
REZBEE - HRERBRATASE
EREBEEARBIEZGREENE 2T
BERE EFR/REMGHRIFEZ
HEEEFIWEEERAES - AEH
WE - BEEREBEZAFETIZEOH
BUEER S TS ERMIEL G -
fHEEESREATKESHE  AgHER
RERE RN IR SR PR o

RAFE  ASBEBEE RN EE
EmtABIZHEE(EAKRE]) 2%
B EEXBEKARESTERRTHY
HARREERERD BRETH - &
ERA - REEA/AB%¥42,507,0007T 2
HETCEREDE  BERZEEED
WA MELERERESEBERER
—ETAE=-A=+—RALEEARE
T 2illo

RAFE  SZEMEWATE &%
B BFIE AESEREFELE
ET AEEES2EREEEE -
B — A5 BRI AN B B 2 A £ (8 s 1R 1A
N AEBEEERERPERENA
BREEHEEERE ZHTER - &R
KERREE  EERAELEEERE
A 75 156,268,000T 2 & T E -
EREREEBDHE  MEHE 2S8R
EEBEERFTFRABRREBLZE KSR
[5@ °
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HBE_ZF—ZFFE=ZA=+—HIFE

19.

90

PROPERTY, PLANT AND EQUIPMENT (continued)
Due to adverse impact of the down-sizing of the operations
and the resultant immense pressure on the cash flow of the
Group, the Group had delayed salary payments to certain
of its workers and staff during the year. In November 2009,
actions have been taken by RExmiEEEAERTRER
Z 8= (“Dongguan Tangxia Town Shitanpu Community
Residents’ Committee” *) and e ¥ B S0 B0 4 B RSk
("Dongguan Tangxia Town Shitanpu Labour Service Station”*)
to sequestrate certain of the Group’s assets (collectively
“Sequestrated Assets”) located in the Tangxia Factory with
the carrying amounts of approximately HK$21,048,000 for
equipment and machines (which was included in the aggregate
amounts of PPE disposals as disclosed above for the year) and
approximately HK$160,196,000 for inventories respectively.

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

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

19. 9% - BMENRE#)

RN EE ST E LR A M E B
RERBERNERNZTHEE
AEBMERBERETIAREIFS -
RZTZNF+—F  RxmiEEEA
ERTeEREEERREMEEEA
SERHSE RIS RIITE - IR ASE
ETNREEREEBED QB
21,048,0007T 2 & & Mgz (B A L
NETHBEFNEEYE BB REEE
%) B 495%160,196,000C 2 175 2 &
EFEEEnmEE]) -

WEEMMEECRERER _ZZT N
F+-A-HRE_ZTTNF+=_A+=
HET - MBEZMBRED BB
15,876,000 7T ( &% M # 88 ) R #4978 8
4,196,000t (F &) - 2HANEERE
NHFREERETEZZMIARET
ZEDFe REEE - HED MM EER
HIRMEIEA LA 161,172,0007T
(EPRREREEARTE D BIMGHE
# 5,172,000 7T }& %) 7 156,000,000
TC HERFGHRIEFEECREE
FEEFEZZR)EREBEE-_Z—ZF
AT RAIEFEZHFERERTE
R °

REBERTFRIATERIZE

2009
—EENF
HK$'000
BT IT
At valuation: Z1E1E -
Held under medium term leases LA ERFA A4
- Hong Kong —BH 8,206
— Mainland China — R 324,626
332,832
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HBE_ZF—ZFFE=ZA=+—HIFE

19. PROPERTY, PLANT AND EQUIPMENT (continued) 19. W% - BMENKRE &)

In determining the fair value, the valuers have utilised a
method of valuation which involves certain estimates. The
Directors have exercised their judgements and are satisfied
that the method of valuation is reflective of the current market
conditions. The Group’s buildings were revalued at 31 March
2009 and at 31 March 2010 by the independent professional
valuers, Sallmanns (Far East) Limited and Jones Lang Lassalle
Sallmanns Limited respectively, on an open market basis
at approximately HK$332,832,000 and HK$291,830,000
respectively. A revaluation surplus of approximately
HK$1,177,000 at 31 March 2009 and a revaluation deficit of
approximately HK$27,384,000 at 31 March 2010, resulting
from the above valuations, have been dealt with as movement
in the property revaluation reserve.

At 31 March 2010, 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$206,097,000. (2009: HK$220,765,000).

Included in the carrying amounts of equipment and tools at
31 March 2010 were assets held under finance leases with
a carrying amount of approximately HK$19,359,000 (2009:
HK$21,475,000).

At 31 March 2010, the Group was in the process of obtaining
the building ownership certificates in respect of the Group’s
certain factories located in Mainland China with the carrying
amounts of HK183,999,000 (2009: HK$261,944,000).

ROBREEZERERLF
—T-TrER

RETATER  HEMEERSRE
Flhat 2 BERE - EFEED HIE
WS NG EER RIRITHN c RZF
ENFZA=Z=+—HERZZE—ZF=
B=1+—8 BySXAHEMAMCGR
R)BERARRFPEHITAEMERAA
EEEBEAFAMBEEHANERIETFE
HEFEE D B4 5% 332,832,000
K 75#291,830,0007T - R=ZZT T hF
=A=t—RBAR-E—ZEF=A=t+—
B ALillEESELEEHBHY
75 ¥ 1,177,000 7T N {5 85 4t 40 78
27,384,0007T - ERMEERREET R
BAEE) -

N-E—ZFTFE=ZA=+—H  fifitx&E
B EEREFEREARBEITEA
B AEREEREREDELNBYE
206,097,000 L (ZZEZT N F: B
220,765,0007T ) 5t ABF IS o

R-_ZE—ZTF=_FA=+—8 " &E
FTEARABEREREEBEN ABE
19,359,000 L ( ZZEZE AL F: BE
21,475,0007C) RIEREHERE 2 &
EED

R-_ZT—TFE=ZF=+—H8 A£EE
EREMNAREAMEREASSE
183,999,000 T ( Z—EE h &F: B
261,944,0007T) 2 & TR E REUE EFr
BiEE -
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HBE_ZF—ZFFE=ZA=+—HIFE

19. PROPERTY, PLANT AND EQUIPMENT (continued)
At 31 March 2010, certain of the Group’s buildings with the
carrying amounts of approximately HK$226,631,000 (2009:
HK$208,059,000) were pledged to secure for certain bank and
other borrowings of the Group as further detailed in note 33
to the financial statements. Included in the carrying amounts
of the Group’s pledged leasehold buildings at 31 March 2010,
approximately HK$5,180,000 (2009: HK$nil) of which is owned
by a scheme subsidiary, Tonic Technology (Shenzhen) Ltd., is
subject to various charging orders issued by the Shenzhen City
Futian District People’s Court.

Subsequent to the end of the reporting period, on 8 April
2010, equipment and tools with the carrying amounts of
approximately HK$19,084,000 were pledged to secure for an
additional other borrowing of approximately HK$9,072,000.

* The English name is for identification purpose only

20. PREPAID LEASE PAYMENTS

19. 1% - MENZHE(E
BINEA SRR M FE33 — Fafat - W=
T-TF=A=+—0  AEEBER
{E#)781226,631,0007T( — T T L 4F:
75 1£208,059,0007T ) 2 & T 1 F &
EAREBERE TRITREAMES
ZEHRL - RZE—FTF=A=+—H
AEBEERBPHEEF 2 REEESRLY
5,180,000 (ZEZT HF: BET
rT:)m%iW%’&ﬂEﬁﬂﬂm%ﬂl)ﬁ

AREER - RARCRYDBRA
x/ﬁflmmaﬂli}\E/H%%&ZyIE?ﬁﬂ
LR ©

RREHRHEEERE - —ZFNn
ANR - EEWE&%MB,O%OOOEZ
SELTEBERIER —SHEINEME
E#)7%51#9,072,0007T Z EIR -

20. FE{SHERIE

Group
AEE
2009
—ETNEF
HK$'000
BT
Carrying amount at beginning of year %% 7 ERE(E 44,250
Disposals e (2,445)
Amortisation of prepaid land lease FANBR LT EF IR
payments during the year (981)
Impairments B -
Exchange differences fEH =% 1,176
Carrying amount at end of year FH 2 REE 42,000
Current portion BNEREL 5 (909)
Non-current portion FERNERER 41,091

92

TONIC INDUSTRIES HOLDINGS LIMITED
Annual Report 2010



NOTES TO THE FINANCIAL STATEMENTS

BrEE SRR M AT
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20. PREPAID LEASE PAYMENTS (continued)

The Group’s leasehold lands were held under the following

20. FESHHERIE(#)

AREBEZHEL TR TIERRFE :

lease terms:

2009
—EENF
HK$'000
BT

Held under medium term leases LA ERFA 40455
— Hong Kong — &5 12,437
— Mainland China — At 29,563
42,000

Having regard to the market conditions and the existing use of
the Group’s leasehold lands, the Directors carried out a review
on the recoverable amount of the Group’s prepaid land lease
payments at 31 March 2010. The recoverable amount of the
prepaid land lease payments has been determined on the basis
of its estimated fair value. The review led to the recognition
of an impairment loss of approximately HK$598,000 that was
recognised and charged to consolidated income statement.

The Group has been applying for land use right certificates in
respect of certain of the Group’s leasehold lands in Mainland
China. At 31 March 2010, these leasehold lands had an
aggregate carrying amount of approximately HK$16,700,000
(2009: HK$17,619,000).

At 31 March 2010, the leasehold lands of approximately
HK$35,032,000 (2009: HK$42,000,000) were pledged to
secure for certain bank and other borrowings as further
detailed in note 33 to the financial statements. Included in the
carrying amounts of the Group’s pledged leasehold lands at 31
March 2010, approximately HK$1,335,000 of which is owned
by a scheme subsidiary, Tonic Technology (Shenzhen) Ltd., is
subject to various charging orders issued by the Shenzhen City
Futian District People’s Court.

RABEEZERARAF
—T-TrER

EEI WA EAEEEE - HIREA
o EEEMASEER-_ZT—ZTF=A
=t+—RAzEMTHAERE ATk E
$5E - BN HEEFRE 2 AIWE S E
BREMAF AT EET - HEEIER
BB 18 4978 598,0007T © I B B4R
AU RER LR o

AEB—EfETRPEAMZHE LT
WHBLFERAEE R —TF=
A=+—8 ZSHETwERAE
%49 /575 16,700,0007T ( — B Z AL 4F:
75 #17,619,0007T) °

BN R RER M 33—l - B
—E-TF=A=1+—08  TEBEELH
75 #35,032,000 (2T NF: B
42,000,000t ) 2 FE LK IFEAE
FHROTREMEEZERR - RZT—
TFEZA=+—BALECHEAHEEL
# 2 BR T (B H P 975 % 1,335,000 7T B
TEIM B AR R AR CRIN) AR AR]
A - RARECRINBR AT ZEI
mEREARERBL 2 ZHEMLESAH
PR o
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For the year ended 31 March 2010
HE-F—FFE=A=+—AIFE

21. INTANGIBLE ASSETS 21. B EE
Group REE
Software
development
costs  Trademarks

LG
HK$'000

513
HK$'000

Deferred
development
costs

BB BB
HK$°000

Total
5t
HK$'000

BETT BETT BETT BETT

31 March 2010 —E-ZF=A=1+-H
At 1 April 2009, net of accumulated —EZAFME—H -

amortisation and impairments BB RET#E KA 9,864 10,345
Impairments WA (4,287) (CYAE)]
Amortisation provided FNFHE 2

during the year (5,577) (5,632)
At 31 March 2010 —E-THE=-F=+—H
At 31 March 2010 —Z-ZF=A=1+—H
Cost [F%N 2,821 60,104 63,667
Accumulated amortisation and RETEERORE

impairments (2,821) (60,104) (63,667)
Net carrying amount REFE
31 March 2009 —EEAF=A=1+-H
At 1 April 2008, net of accumulated ZEZN\FMA—H -

amortisation and impairments BBk RETE#E KR E 556 763 21,397 22,716
Additions NE - - 3,867 3,867
Impairments WA - (481) (7,070) (7,551)
Amortisation provided FNHR 2 EH

during the year (75) (282) (8,330) (8,687)
At 31 March 2009 —“ZZAF=A=1+—H 481 - 9,864 10,345
At 31 March 2009 “EENF=R=+—H
Cost BAR 742 2,821 60,104 63,667
Accumulated amortisation and REHEERE

impairments (261) (2,821) (50,240) (53,322)
Net carrying amount REHE 481 - 9,864 10,345

During the year, the Directors considered that certain of
the Group’s intangible assets, with the carrying amounts of
approximately HK$4,713,000 (2009: HK$7,551,000) were
impaired as the Group ceased to develop the related products.
The impairment loss is recognised in the period in which
it arises to the extent that the carrying amount exceeds its
recoverable amount on the basis of the respective estimated
fair value. The resultant impairment losses of approximately
HK$4,713,000 (2009: HK$7,551,000) were recognised and
charged to the consolidated income statement during the year.

94

FR BEREAEKEETERBELNA
BHEA4,713,000C( ZETHAEFE - B
7,551,0000) 2 B EEERE ' KA
AAEEEFIERAEABER - BES
BREAZ PEAERAERHEEBEH
HETAFEFE 2 KOS RERER
JE BB 408 14,713,000T( ZEZ A
£ H#7 551,00070) ERNFERER R
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Bt 5 3R 2R Ff 5
For the year ended 31 March 2010
BE-F—FFE==+—AIFE
22. INVESTMENTS IN SUBSIDIARIES 22. RMIB AR ZIRE
COMPANY
RATHE
2009
—ETNF
HK$'000
BT T
Unlisted investments, at cost JELETRE - HRAE 58,812
Less: Impairments W RE -
58,812
Due from subsidiaries FE UGB B A A Fk I8 210,972
Less: Impairments o ORE (296)
210,676
Due to subsidiaries FETB B A R FR0E -
Due (to)/from subsidiaries (FEf) /PR B A |l 5E 210,676

The balances with subsidiaries were unsecured, interest-free
and had no fixed term of repayment. The carrying amounts of
the balances with subsidiaries approximated to their amortised
costs.

Particulars of the Company’s subsidiaries are as follows:

MEB AR ERTEER 2B RBAR
BmEHAREE R —FREE - B
NAERR ARE (B R SR AR o

AATMBRARZFHBWT

Place of Nominal value Percentage
incorporation/ of issued/ of equity
registration registered attributable Principal
Name and operation paid-up capital to the Group activities
MR BT B#1T /i AEE G
£ RERBE BYRAHEE REF D TEEK
Direct Indirect
H# i
% %
Directly held:
EERE
Agility Investments Limited British Virgin Islands US$1 100 = Investment
("BVI") (E holding
EREREE REER
([RBRLES])
Champion Apex Limited# Hong Kong HK$10,000 100 = Business not
ERARDA B #10,0007T commenced
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For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

22. INVESTMENTS IN SUBSIDIARIES (continued) 22. RMMB AR RE (4
Place of Nominal value Percentage
incorporation/ of issued/ of equity
registration registered attributable Principal
Name and operation paid-up capital to the Group activities
ML B B#47/iEf REE G
£ REEBE BEMRAHEE REBF DL TEEHR
Direct Indirect
H# i
% %
Grand Golden Profit Hong Kong HK$10,000 100 - Inactive
Limited* Bt #%10,0007T BEER
EIEFBRAR"
Gold Beam Developments Hong Kong HK$2 100 - Inactive
Limited & IO T BEER
ERBERERLA
Tonic Centerus Wind Energy BVI Us$200 100 = Inactive
(Holdings) Limited RERLEE 200% 5T TmEs
RN4ERER A (ER)
AR AT
Tonic Electronics (B.V.I.) BVI HK$1 100 - Investment
Limited EBRIHS BT holding
REER
Tonic Technology Limited Hong Kong HK$10,000 100 - Inactive
EARBERAT 5 F#10,0007T TRRH
Indirectly held:
BiERs
REERETAERAAMN PRC HK$24,527,340 - 100 Inactive
(Dongguan Gold Beam wh S04 527 3407T TmEs
Electronics Co., Ltd.*)
RERNEFARAFM PRC HK$90,299,051 - 100 Inactive
(Dongguan Tonic Electronic F 71£90,299,0517T mER
Co., Ltd.*)
REEMERRR PRC  RMB56,730,488 - 100 Manufacture and
AR AR FE  AR56,730,4887C sale of electronic
(Dongguan Xin Lian Digital products
Technology Co., Ltd.*) HERHEETER
96 TONIC INDUSTRIES HOLDINGS LIMITED
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BrEE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

22. INVESTMENTS IN SUBSIDIARIES (continued) 22. RtBRARIZIRE (#

—T-TrER

Place of Nominal value Percentage
incorporation/ of issued/ of equity
registration registered attributable Principal
Name and operation paid-up capital to the Group activities
ML ERE B#47/iEf REE G
£ REEBE EARAEE REBF DL TEEHR
Direct Indirect
H# i
% %
Panatone Licensing Limited BVI Us$1 - 100 Inactive
ERERES (E UEEK
Tonic Digital Products Limited Hong Kong HK$100 - 100 Inactive
RNEBERARAF 305 A 1007T BEEL
Tonic DVB Marketing Limited BVI/PRC US$0.01 - 100 Trading of
RERIES,/HTE 0.01%7T electronic products
BEETEM
Tonic Electronics Limited Hong Kong  Ordinary HK$200 - 100 In Liquidation**
ROETAERAR EH Non-voting JERR
deferred
HK$300,000##
E@kE%200T
ERFEETR
7 #300,0007T###
Tonic Enterprises Limited BVI Us$1 - 100 Inactive
ERERES (E UEEK
Tonic International Limited BVI/PRC HK$0.01 - 100 Inactive
EBRLHE /T #0.017T BRENR
Tonic International BVI Us$1 - 100 Investment
Investment Limited EBRIHS (E holding
ROBBERERRAA REER
Tonic Investment (B.V.I.) Limited BVI HK$0.01 - 100 Investment
RERTAHS #%0.017T holding
REER
Tonic Marketing Limited BVI US$0.01 - 100 Investment
EBRLHS 0.01%7T holding
REZER
RAORERCRY) BB A7) PRC RMB15,400,000 - 100 Inactive
(Tonic Technology RE ARE15,400,0007T UEEK
(Shenzhen) Ltd.*)
RAOBEZREBRAA 97



NOTES TO THE FINANCIAL STATEMENTS =
e

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+4—HIFE

22. INVESTMENTS IN SUBSIDIARIES (continued) 22. RMB AR 2RE (&)

Place of Nominal value Percentage

incorporation/ of issued/ of equity
registration registered attributable Principal
Name and operation paid-up capital to the Group activities

ML B B#47/iEf REE G
£ REEBE EARAEE REBF DL TEEHR

Direct Indirect

H# i

% %
Tonic Trading Development Limited Hong Kong HK$100 - 100 Inactive
RNABERARAF &R 1007 OEE
Tonic Venture Capital Limited Hong Kong HK$1,000,000 = 100 Investment
RNAIFRERRAF & 7#1,000,00070 holding
REER
TA Limited Hong Kong HK$10,000 = 100 Inactive
& #10,0007T EEB
BRI B R AR A A PRC RMB500,000 - 100 Inactive
(Dongguan Jin Lian RE ARY500,0007T mER

Technology Products Ltd.*)
Technotrend Trading Limited Hong Kong HK$10,000 - 100 Inactive
BE 710,000 EEXH
# Companies incorporated during the year @ RERFMKLZ A A

o SEBARE

# Wholly-foreign-owned enterprises

#%  The non voting deferred shares carrying the right to one-half of the wi EICRRERIEROFE AR ELBRES
profits after the holders of the ordinary shares have received a dividend of A U ER 7 #51,000,000,000,000 7t BR 2. %
HK$1,000,000,000,000, have no right to vote at general meetings, and BEmMHph—F 5 BEENBRREASE
carry the right to receive one-half of the balance of any surplus in a return O FRRAIRE L R EE AWEGR E
of capital in a winding-up after the holders of the ordinary shares have & 7K 48 %8 7% % 500,000,000,000,000 T £
received a total return of HK$500,000,000,000,000. None of the non- W ER(E o] B ERH) — - ERBRIE BB BIIRA -
voting deferred shares was held by members of the Group at the end of REBEEKEARRBERREESERE

the reporting period. KREERERD -
o The English name is for identification purpose only * TR EHR

> RREHEAERL  RZT—ZTFXA
=tR - BABETERAR(EAETF])
ElREBREARER - BB © Huen Ho
Yin%E 4 K Huen Yuen Funsc £ R EE
BEERZAARNE T2 HLRREREE
BB A o HE— D HBEHN B REMN T
45 o

**  Subsequent to the end of reporting period, on 30 June 2010, Tonic
Electronics Limited (“TEL"”) was wound up by the High Court of Hong
Kong. On the same date, Messrs. Huen Ho Yin and Huen Yuen Fun have
been appointed as the Joint and Several Provisional Liquidators of TEL by
the official receiver. Further details are stated in note 45 to the financial
statements.
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NOTES TO THE FINANCIAL STATEMENTS
B RS R M EE :

For the year ended 31 March 2010
RE-F-FE=A=+AUFEE

23. AVAILABLE-FOR-SALE INVESTMENTS 23. AItHEZRE
Group and Company
AEERAEADH
2010 2009
—z—z5 LT
HK$'000 HK$'000
BT T BT T
Unlisted equity securities, FEEMARAIRE -
at cost D W N 24,366 24,366
Less: Impairments B ORE (24,366) (24,366)
The above investment was designated as available-for-sale FMRERI RAHNESRAE - I
financial asset and had no fixed maturity date or coupon rate. B T BB B SR E A o
Unlisted equity securities were carried at cost less impairments I E AR 5 PAR AR HIBR R E T BR -
as they did not have a quoted market price in an active market REAEBBFHFWENERMISHRE -
and whose fair value cannot be reliably measured. BEATE TR ST E ©
24. INVENTORIES 24. 78
Group
rEE
2010 2009
—z—z5 LT
HK$’000 HK$'000
BT T BB T
Raw materials B 1,466 223,563
Work in progress pas-Laers 85,662
Finished goods Sk M 44,607
353,832
RNREERERAT 99
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NOTES TO THE FINANCIAL STATEMENTS
PRSI AR P AT

For the year ended 31 March 2010
BE-F—FE=A=+ALFEE

25. ACCOUNTS AND BILLS RECEIVABLES 25. EWERR R R

Accounts receivables FEUER K
Less: Impairments (note 10) B ORE (A T10)

Group

AREE
2010 2009
—B-FF —ZETNEF
HK$°000 HK$'000
BT T BT T
33,541 78,674
(32,710) (10,179)
831 68,495

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. In view of the aforementioned and the
fact that the Group’s accounts and bills receivables relate to a
large number of diversified customers, there is no significant
concentration of credit risk.

The aging analysis of accounts and bills receivables at the
end of the reporting period, based on the invoice date, is as
follows:

AEBEEFZESGRREIEREES
A - EEH-RA30H - TBEFHE
EHRIRZ RI0B « AEENRKEER
Yg o] e W OB M 1 B RE AR ) DU
ERR - BEAEEFRASEEREA
BEMEM - ENAAEERAREZ
FEW IR MBS MAM T REE «
NI EEREERBRER ZER

R EHREEE R RERANFENE
WERA R RIBZ BREEDITIAT

30 days or less 30HZAT
31 to 60 days 312604
61 to 90 days 61290H
Over 90 days #B3A90H

Group

AEE
2010 2009
—E-2F —ETNF
HK$’000 HK$'000
BT T BT T
45,221
7,948
11,192
4,134
68,495
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NOTES TO THE FINANCIAL STATEMENTS

BrAE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+4—HIFE

25. ACCOUNTS AND BILLS RECEIVABLES (continued)

The Group's accounts and bills receivables are non interest-
bearing and their carrying amounts approximate to their
amortised costs.

Included in the provision for impairment of accounts and bills
receivables are individually impaired accounts receivables of
HK$32,710,000 (2009: HK$10,179,000) with an equivalent
gross carrying amount at the end of the reporting period. The
individually impaired accounts receivables relate to customers
that were in default of payment. The Group does not hold any
collateral or other credit enhancements over these balances.

An aged analysis of the Group’s accounts and bills receivables
at the end of the reporting period that are not considered to
be impaired is as follows:

25. BWERF R RI5 ()

AEBEZEEERRZESRE - HiE
E{E R ERARE

FEURBR TR R 248 2 R B B st AE R
B (B JE U BE 78 %5 32,710,0007C (=&
THE : #H#10,179,0007T) © BIRE
HMEE R 2 AEEEAR - ERRE
UREEREERER I REAR - K&
B E I FERFE A E AR RERE
EER -

RBEHEAERYERSREZ A E
ERUIER R RIBEZ REDITT

Group

rEE
2009
—ETNEF
HK$'000
BT T
Neither past due nor impaired Ee HAgORE 62,878
Less than 30 days DH30H 2,321
30 to 90 days past due #EA30H £90H 2,494
Over 90 days past due EHI90 A A - 802
68,495

Receivables that were neither past due nor impaired relate to a
large number of diversified customers for whom there was no
recent history of default.

Receivables that were past due but not impaired relate to a
number of independent customers that have a good track
record with the Group. Based on past experience, the Directors
are of the opinion that no provision for impairment is necessary
in respect of these balances as there has not been a significant
change in credit quality and the balances are still considered
fully recoverable. The Group does not hold any collateral or
other credit enhancements over these balances.

RABEEZERARAF
—T-TrER

I 8 B OB (B 2 R MR AR 508 o K8
W EmREREZ TNREP

BB ER A BURREEARERN
BRIFERARECETELEFER -
REBEBELSR ARNEEERLESAKA
BE - MUt FERIDBR ST 28K
B - HEERRBAR U FERIEL R
B - AEETERLSERFTHE
AERRREMEERT
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For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

26. FACTORED ACCOUNTS RECEIVABLES 26. FEWRSREIRI

Group
REHE
2009
—ETNF
HK$'000
BT
Factored accounts receivables FEYR A IRBR X 53,394
Less: Impairments (note 10) o RE M T10) =
53,394

At 31 March 2010, the Group factored trade receivables of
HK$19,691,000 (2009: HK$53,394,000), to banks on a non-
recourse basis for cash. The Group continued to recognise the
factored accounts receivables in the consolidated statement
of financial position because, in the opinion of the Directors,
the Group still retained the risks and rewards of ownership
associated with the accounts receivables and the financial
assets derecognition conditions as stipulated in HKAS 39
Financial Instruments: Recognition and Measurement have not
been fulfilled. Accordingly, bank factored loans of the Group’s
accounts receivables have been accounted for as liabilities
in the consolidated statement of financial position. These
factoring facilities were secured by a corporate guarantee
granted by the Company, cross-corporate guarantees granted
by certain subsidiaries and the Company. The maturity date of
the factored accounts receivables range from 60 to 90 days.
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MR-T—TE=A=+—H  KEHK
4 38 W R ELOE 8 519,691,000 T (=
TZNF - 53,394,000 NE 5
FEURMREERRXBRITBEIES -
NEBMEBNGRE VRN RERERE
WIRHREBERER REAEZERALRSE
ERE B MR ERERETRNRR XD
O ARKEFEB BT EAFE39
GeRMTA : BRETETHNESHE
EMBRERGE - Bt - NEBEREK
MREBIEFARITERE RES W B
NBRINEBE - ZERNTREERAH
AABMEHMTERER - URETHE
A RIEARRA B EARVEL A1 ERIER
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NOTES TO THE FINANCIAL STATEMENTS

PRSI AR P AL

For the year ended 31 March 2010
RE-F-FE=A=+AUFEE

26. FACTORED ACCOUNTS RECEIVABLES (continued)
The aging analysis of factored accounts receivables at the end
of the reporting period is as follows:

26.

EUWRRHRIBERTR ()
EURMNREBEERRAREHHEAER 2
BRER DTN T :

30 days or less 30HZAT
31 to 60 days 312604
61 to 90 days 61%290H
Over 90 days #B3E90H

Group

AEE
2010 2009
—E2-2F —ETNF
HK$’000 HK$'000
BT T BT T
23,493
7,276
12,993
9,632
53,394

There was a provision for individually impaired factored
accounts receivables of HK$19,691,000 with an equivalent
gross carrying amount at 31 March 2010. The individually
impaired factored accounts receivables relate to customers
that were in default of payment. The Group does not hold any
collateral or other credit enhancements over these balances.

An aged analysis of the Group’s factored accounts receivables
at the end of the reporting period that are not considered to
be impaired is as follows:

5 B 1 Bl R B FE U R AR IR BR R
19,691,000 * RZE—FF=
A=+—BZz#&EmEMRR - @ERE
FEWRMRIBEFEE R ERCRFE
B o NGB MBI S AT B AR
RS EAM SRR -

RE HEEE B Y EESRERNAE
B U RN AOIERR R BRI AT

Group

AEE
2010 2009
—ZE-ZF ZZETNF
HK$°000 HK$'000
BETT BT T
Neither past due nor impaired EE HgORE 43,763
Less than 30 days wER30H 6,995
30 to 90 days past due #MEAI30B £=90H =
Over 90 days past due 1 BAERE90 2,636
53,394
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NOTES TO THE FINANCIAL STATEMENTS —
BY ¥ AR M =

For the year ended 31 March 2010
B2 —F—FTF=H=+—HIFFE

27. PREPAYMENTS, DEPOSITS AND OTHER 27. ERUE ~ e R EMERFIE
RECEIVABLES

Group
AEE
2009
—ETNEF
HK$'000
BT T
Prepayments TR RRIE 13,843
Deposits and other receivables 1R & H A M RIE 8,133
21,976
Less: Impairments (note 10) B RE(HEE10) (5,558)
16,418
The carrying amounts of the Group's prepayments, deposits NEBBENFIE -« e RHEMERKIE
and other receivables approximated to their amortised costs. 2 BREE S A AR S o
Included in the impairment recognised in respect of FARNFIE - ke RkEMEWFTIAC #ER
prepayments, deposits and other receivables are individually B 5T A B IR E 1 & K& H R
impaired deposits and other receivables of approximately TBA)##10,799,000 L ( Z T NG ¢
HK$10,799,000 (2009: HK$5,558,000) with an equivalent 75 #5 558,0007T) © R¥REHFAEER
gross carrying amount at the end of the reporting period. The Z BEREEARR o B RIRE 2 H U
individually impaired other receivables relate to counterparties RHREERER I EPER - REEW
that were in default of payment. The Group does not hold any B S AR A R e B At (5
collateral or other credit enhancements over these balances. = tiTak
Save as disclosed, none of the above assets is either past due FREFIZERESN - B FitEED m sk
nor impaired and the financial assets included in the above WA - EAESRBIE S REERNT
balances related to receivables for which there was no recent HANP M4 R AC 8k 2 JE W IR B 7 -
history of default.
’I 04 TONIC INDUSTRIES HOLDINGS LIMITED
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NOTES TO THE FINANCIAL STATEMENTS

PRSI AR P AL

For the year ended 31 March 2010
RE-F-FE=A=+AUFEE

28. EQUITY INVESTMENTS AT FAIR VALUE 28. AV EFABRZBRARKRE
THROUGH PROFIT OR LOSS
Group
AEE
2010 2009
—B-ZF —ZETNF
HK$000 HK$'000
BT T BT
Listed equity investments in Hong Kong, &#& FHRAIKRE
at fair value RAFE 2,592
The above equity investments at the end of the reporting LSRR B 2R IREW D
period were classified as held for trading. The fair values of the BRFHEEE - EMRAKREZATE
listed equity investments were based on quoted market prices. RS HRETHE -
29. DERIVATIVE FINANCIAL INSTRUMENTS 29. PTHEERMIA
Group
AEE
2010 2009
—z-z5 LI UL
HK$000 HK$'000
BT T BT
Forward currency contracts REEBEH 382
Forward currency contracts with standard terms and conditions B A AR S (G R S AR R VR BB 2 = i B
and traded on active liquid markets were determined with EMSEEECERERENTI2ENS
reference to quoted market bid prices and ask prices. FIRERERELREET - =2HEKS
The carrying amounts of the forward currency contracts Nz REEEEQNFERE °
approximated to their fair values.
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For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+4—HIFE

29.

30.

DERIVATIVE FINANCIAL INSTRUMENTS (continued)
The Group has entered into various forward currency contracts
to manage its exchange rate exposures which did not meet
the criteria for hedge accounting. Net gains of non-hedging
currency derivatives amounting to approximately HK$464,000
(2009: HK$382,000) were credited to the consolidated income
statement during the year.

At 31 March 2010, the Group did not have any outstanding
forward currency contracts (2009: HK$162 million) to hedge
payables denominated in United States dollars (“US$"). The
carrying amounts of the Group’s forward currency contracts
approximate their respective fair values.

CASH AND BANK BALANCES

At 31 March 2010, the cash and bank balances of the Group
denominated in Renminbi (“RMB"”) amounted approximately
to HK$3,072,000 (2009: HK$12,091,000). The 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.
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29.

30.

PTEEMIARE
REBETUZMNEHPEESHIAEE
HEIWRFEHRSTHET ZINERRE
EMNEFAGE KNSR Z IR EEST
AT E 7 W& FREEAEHEA64,0007T
—ZTRF  BHE382,0007T) ©

R-E—ZFTF=A=+—8 KEEIL
EAMNARTFRERPERAN(ZZET A
4 ##162,000,0007T ) Eh BN ETT
([ETDFE - AEERPEBEEHZ
IREEEEAFEES -

RERBITER
R_ZE—ZFF=ZA=+—8  XEE
ARB(TARSBDGEZRE RRT
17 AB 3,072,000 ( —ZET A E
75 #12,091,0007T) ° AR A B
HinsEMERE - Af - BEHRE A
HNEEIB AR AETE - EERMNIETER
TE - AREB A EEREEITINEER 2
BITBARB B AHMEE

RITIR @RI T RPITIF A EREUE
BRIEFS - RITHEFHERRILEL
HAHE R S8R ) R AFEBERTT - R MR
THREZ REEREQFERS
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NOTES TO THE FINANCIAL STATEMENTS

PRSI AR P AT

For the year ended 31 March 2010
RE-F-FE=A=+AUFEE

31. ACCOUNTS PAYABLES
The aging analysis of accounts payables at end of the reporting
period, based on the invoice date, is as follows:

31. FEERRK
e BB E A EaE
HEER 2 B AT -

30 days or less 308 AT
31 to 60 days 312604
61 to 90 days 61%290H
Over 90 days #B3E90H

32. ACCRUALS AND OTHER PAYABLES

Deferred income TEIEUTA
Other payables H fth FE T SR8
Accruals fEFTE A

Group

AEE
2010 2009
—E-ZF —ZETNF
HK$’000 HK$'000
B¥TT BT T
134 123,488
- 24,509
225 7,346
318,851 186,679
319,210 342,022

32. EETERRHMENKIA

Group

AEE
2010 2009
—E2-FF —TTNEF
HK$’000 HK$'000
B¥TT BET T
- 4,396
21,203 10,418
61,046 28,734
82,249 43,548

Other payables are non interest-bearing and have an average
term of three months.

TNRELERERAT
—T-TrER

Hip AR R FR=EA -
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NOTES TO THE FINANCIAL STATEMENTS

BrAE SRR M AT

For the year ended 31 March 2010

BE—E—FF=FA=+—HIFFE

33. BORROWINGS 33. B
Group
~EE
Effective 2009
interest —ETNF
rate (%) Maturity HK$'000
EREFIE (%) FIHf BT T
Current ENHA
Finance lease payables — Bi&7E S fERFIE 1.5 On demand 6,681
(note 34)* (KiaE34 REK
Bank overdrafts RITBEX 5.35-13 On demand 10,615
- secured — G BER
Bank factored loanst RITREARIEER 3.29 On demand 53,394
Trust receipt loans* =R E R 1.3-3.29 On demand 104,612
Bank loans — unsecured  $R77E 7 — K I 1.65 February 2011## -
ZTE - fAm
Bank loans — secured RITER — HHEIF 1.40-5.84 April 2010 - 162,125
April 201 1##
—E-TEMAZE
ZE——FmA#
Other loan — unsecured  Hfth &z — &K 36 January 2011 =
—E——%F—H
Other loans — secured HinEH — G 2-7.11 January - -
March 2011
—E——1F
—RZE=A
337,427
Non-current E
Bank loans — secured BITER—FEA 12,395
Other loan - secured HhEZ—HER 48,749
61,144
398,571
# At 31 March 2010, the Group was in breach of certain covenant # R-ZE—ZTFE=F=+—H KEHE
requirements as set out in the bank facilities letters for certain of its bank REEFTRITEEZRITRE HEEH
borrowings. These bank borrowings included finance lease payables, WETEORTE - LERTEEBER
bank overdrafts, bank factored loans, trust receipt loans and bank loans —E—EF=ZA=+—HBHRHNEE
of approximately HK$3,387,000, HK$13,178,000, HK$14,626,000, 3,387,0007C * 7% 13,178,0007¢ /&1
HK$100,904,000 and HK$37,071,000, respectively, at 31 March 2010. 14,626,000 7T - 7% # 100,904,000 7T 2 78

#H
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Due to the Group’s non-compliance of the covenant requirements,
all these banks borrowings became due for repayment on demand at
31 March 2010. In addition, the non-current portion of bank loans of
HK$1,500,000 at 31 March 2010, with original maturity term ending
April 2011, was also classified as current portion at 31 March 2010. On
15 January 2010, the Group received a Standstill Letter from certain bank
creditors stating that these banks have agreed, until further written notice
by the majority of these banks, not to make demand or take any action to
enforce the payment of monies under any of the existing facilities in order
to facilitate the discussion of the debt restructuring of the Group.

Due to the breach of covenants, these bank borrowings, with maturity
dates listed above, became due for repayment on demand at the end of
the reporting period.

#37,071,0007F 2 B84 1 & & 1 218
BITEX - RITRNREER - F5EH0E
BRKIBITER - HAREB KRG TR
KT - MTBALERITEREANR=-ZE—F
F=A=+—BRERMEER - I - R=
T—ZF=A=+—H FﬂﬂEﬁE*
T ——FMAZEITERNIEANH S
%Mwwommﬁaﬁ_z TF=A
=+t HAPBEARNBHS - R —TF
—A+HB  AEEBEESETHRITEEA
ZERERE  REZSRTAE  HE
RERITAZHE L E— S EMBHA
g Bk FREUE RI1TE) 3R S E B3R
BREBTHE  UWERASEZEBE
ARHETTRER o
ARERZEY - WERITEE(HIHA

%%L‘X)Zﬁﬁéiﬁ%,ﬁﬂfaﬁiiﬁ BERERME
IR o
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NOTES TO THE FINANCIAL STATEMENTS

BrAE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+4—HIFE

H S

33. BORROWINGS (continued) 33. [5E(#)
Group
rEH
2009
—ETNEF
HK$'000
BT T
Analysed into: DHH
Bank loans repayable: AR THIFHRERNHIRITER
Within one year or on demand —FARIREKFEERE 330,746
In the second year FE_F 4,023
In the third to fifth years, E=FEFRF
inclusive (RIEEEMT) 8,372
343,141
Finance lease payable (note 34) BE T E RN I (f3234)
Within one year —FER 6,681
Other borrowings repayable: AR THIFHRERNEMEER :
Within one year —FRA -
Beyond one year — g 48,749
48,749
398,571

At 31 March 2010, the Group’s pledged bank borrowings were
secured by a corporate guarantee granted by the Company,
cross-corporate guarantees granted by certain subsidiaries
and the Company, all monies debenture executed by certain
subsidiaries of the Company, and the mortgages over certain
of the Group’s buildings and prepaid land lease payments
which had the aggregate carrying amounts of approximately
HK$107,831,000 (2009: HK$70,890,000) and HK$18,251,000
(2009: HK$24,383,000) respectively.

At 31 March 2010, the Group’s pledged other borrowings
were secured by a share charge over the entire issued capital
of a wholly-owned subsidiary of Company and the mortgages
over certain of the Group’s buildings and prepaid land lease
payments which had the aggregate carrying amounts of
approximately HK$118,800,000 (2009: HK$137,169,000) and
HK$16,781,000 (2009: HK$17,617,000) respectively.

RABEEZERARAF
—T-TrER

R-T—TE=A=+—H K&EEZ
BMBRTEBEURRGEH Z %
BEREETHB AR RARRIERZE
ERXEER  AARATHEB AR
2EHBEHEES  REALES NS
#107,831,000 L (=TT hF : B
70,890,0007T ) & & # 18,251,000t (=
TTHF : ##24,383,0007T) 2 A E
EETEFNEMN L EZKE 2 KT
{ERHH -

R-E—ZTFE=ZA=+—H  A&EH
ZERBEMBEEUARGZENWE
RAZHEBTHRAZRHEA AR
BR M 4818 5 Bl 49 7% ¥ 118,800,000 7T
(ZZT N4 : B%137,169,0007T) K
5 #16,781,000 L (Z 2T NF : B
17,617,00070) 2 A EETEF KA
Pt AE E SRR 2 EARER AR o

109



NOTES TO THE FINANCIAL STATEMENTS

PRSI AR P AL

For the year ended 31 March 2010
RE-F-FE=A=+AUFEE

34. FINANCE LEASE PAYABLE
The Group leases certain of its plant and machinery for its
operation. These leases are classified as finance leases and had
a remaining lease term of one year. At the end of the reporting
period, the total future minimum lease payments under finance
leases and their present values were as follows:

Minimum
lease
Group payments
AEE BR#ES
2010
—E-FF
HK$’'000
BT T
Total minimum finance lease ~ —4F R ER
payments payable MEHERE
within one year Hers
Future finance charges RIRFEE A
Total net finance lease wEVE R E Rt
payables RIBFRE
Portion classified as current SHEARESAEES
liabilities
Non-current portion ERBNE D

110

34.

RS HE R FIE
REEEBLETHRE RS ELHE
ez f - ZEBOIARERE - BT
HEA—F RBEHEAER - 2R
ERE AN K RBIERS 0 R LB E
T

Present Present

value of value of

Minimum minimum minimum
lease lease lease
payments  payments payments
533 =K

53wtk HeBE HLBE

2009
—sEnE

— ==

2010
—E-FF
HK$'000
BT T

2009
—ETNF

HK$'000
BT

HK$'000
BT
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NOTES TO THE FINANCIAL STATEMENTS

BrEE SRR M AT

For the year ended 31 March 2010

35.

36.

BE—E—FF=FA=+—HIFFE

DUE TO DIRECTORS

The amounts due to directors were unsecured, interest free
and had no fixed term of repayment. The carrying amounts of
balances with the directors approximated to their amortised
costs.

FINANCIAL GUARANTEE LIABILITIES

At 31 March 2010, the Company has given corporate
guarantees to certain banks to secure for general banking
facilities granted to its subsidiaries, and approximately
HK$169,165,000 (2009: HK$349,822,000) of those were
utilised by the subsidiaries as at that date. As disclosed in note
2 and 33 to the financial statements, the Group has breached
certain terms and defaulted on the repayment of certain
bank borrowings. At the end of the reporting period, it is
probable that the Company will be liable to the claims under
any of these guarantees. Accordingly, a provision for financial
guarantee liabilities of approximately HK$157,795,000 (2009:
HK$nil) has been made against the probable uncovered
exposures to be borne by the Company under the guarantees
at 31 March 2010.

RABEEZERARAF
—T-TrER

35.

36.

BN ESRIR
ENESFRLELN 2REREET
B - BEEZEHREE

BLE B AR

B ERERE
R-ZE—TFE=F=+—8  ADQAH
HHBARFTE—RITRE RS TR
TEHRARIER  MEBEZBKHBAR
EEHEF LB 169,165,000 ( ==
TN ¢ B #349,822,0007T) © B LA
MR T2 R33FTEE A5EE
REFIEFEIEREES TRITEE -
RRERREER - AR A AT RER B &
BEMZEERETNZBHER - Al - ©
—E-FTF=A=+—H8 XRAAEH
YE(RIE T H A 2B AR IE 2 R L HEA
BRIFREEL VB ERABERENEE
157,795,000 T (Z T T L& : BEZ
TT) °
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NOTES TO THE FINANCIAL STATEMENTS
B F%5 R 2R B 5

For the year ended 31 March 2010
B2 —F—FTF=H=+—HIFFE

37. DEFERRED TAX 37. IEZERIIE
The movements in deferred tax during the year are as follows: FNIRELEH IS T
Group
r5E
Accelerated tax Development  Revaluation
depreciation costs  of properties Others Total
MEFERE REHA EAEIES i Hit
Deferred tax liabilities/(assets) EEHBEEE (EE) HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BT BT
At 1 April 2008 R-ZEZ/\FEA—A 19,143 2,360 33,806 (863) 54,446
(Credited)/debited to income FRMIERGIA)/
statement for the year B[S (2,411) (865) (309) 863 (2,722)
Deferred tax debited/(credited) REM2ERANR/
to other comprehensive income: (FIA) ZEREFE
Release on disposal R SRR = = (190) = (190)
Surplus on revaluation BhAE% - - 274 - 274
Change in tax rate MEEH - - (7) - (7)
Exchange differences B EE - - 1,682 - 1,682
At 31 March 2009 and RZZENE=R=1—H
1 April 2009 R=ZZNFNA—-H 16,732 1,495 35,256 — 53,483
Credited to income statement FRRMERTA
for the year (12,993) (1,495) - - (14,488)
Deferred tax credited to REMZERAGAZ
other comprehensive income: RIERIA :
Release on disposal R SRR = = (624) = (624)
Deficit on revaluation BhE4 - - (6,901) - (6,901)
Exchange differences ERER - - / - l
At 31 March 2010 R=Z-ZF=A=1-H 3,739 - 27,738 - 31,477
’I ’l 2 TONIC INDUSTRIES HOLDINGS LIMITED
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NOTES TO THE FINANCIAL STATEMENTS
BY ¥ AR M =

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

37. DEFERRED TAX (continued) 37. IEIERLTE (45

At 31 March 2010, the Group had tax losses arising in
Hong Kong of approximately HK$286,922,000 (2009:
HK$91,518,000) that are available indefinitely for offsetting
against future taxable profits of the companies in which
the losses arose. At 31 March 2010, the Group also had tax
losses arising in Mainland China of HK$98,551,000 (2009:
HK$65,009,000) 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.

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.

At 31 March 2010, no deferred tax has been recognised for
withholding taxes that would be payable on the unremitted
earnings of the Group’s subsidiaries established in Mainland
China, as these subsidiaries did not have any distributable
earnings as at that date. At 31 March 2009, the temporary
difference associated with unremitted earnings for which
deferred tax liabilities had not been recognised was
approximately HK$457,000.

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

RNREERARAT
—T-TrER

R-_ZE—ZTF=ZA=+—H K&
BEERNBEBEEZHEBENBE
286,922,000 L (Z T T NF : B
91,518,0007T ) + AJ (R HAAE 88 - LUK
HWEABEZ AR RREZRTEH -
RZE—ZTF=A=+—H ' ARQH
MERFREAEEEZHREEES
98,551,000 C( — T HF : B
65,009,0007T) * R —ERAF AT
FA DA S R SR FE AR B s B B - EFR
A8 A B A ALY £ 78 B R SR FE RR A
FIASHZEHIERERE - Bt - WER
ZEBEBRELEHIBEE -

BIEFBEMEMEHIE - NP ERER
M ZINERERINEREEST IR RS
UK 10% BT - ZARERZZZN
F—A—HARER WEAR-_ZTT+
FHZA=+—REBELZRF ° fMHR
BlEAINR IR E HFTB Rl AR Z MR A
RISESR R - AR EAREZ BN
o REB ZHEBAHERB5%310% °
Et - REBEEFZER B AR
ZHBRARAIE T N\F—A—BEE
K2 B IRIE SR TEIORL ©

R-ZE—ZTFE=F=+—H0 BNAKE
5 PA AP B K B S 2 B BB A R I AR AR
A EDIRAF] - B E R R 2 B ST
& A B 2 AR FE B R FE A TR0 R R AT
AEERTE - RZEENF=A=+—
B - 81K 0 2 ) AR B i I 4R T SRR AT
HIEABEZEREZTEHN BB 457,000
— -

AR RN T E AR 2 B8 3 B P 75 B
BRER -
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BrEE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

38. SHARE CAPITAL 38. AR
COMPANY
/N
2009
—ETNF
HK$'000
BT TT
Authorised: EE
3,000,000,000 (2009: 3,000,000,000)  3,000,000,0000% ( === A4 :
ordinary shares of HK$0.10 each* 3,000,000,000/%)
EREESE0.10Th L @A 300,000
Issued and fully paid: ERTRAR
1,057,889,962 (2009: 1,057,889,962) 1,057,889,962% (ZZEZE N 4 :
ordinary shares of HK$0.10 each 1,057,889,962 /1% )
FREEAE0.10TTH T B 105,789

*  Pursuant to an ordinary resolution passed on 18
September 2008, the authorised share capital of the
Company was increased from HK$120,000,000 to
HK$300,000,000 by the creation of 1,800,000,000
additional shares of HK$0.10 each, ranking pari passu
in all respects with the existing share capital of the
Company.

Capital management

The primary objective of the Group’s capital management is to
safequard 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. Except for the compliance
of certain bank covenants for maintaining the Group’s bank
facilities, the Group is not subject to any externally imposed
capital requirements. No changes were made in the objectives,
policies or processes for managing capital during the two years
ended 31 March 2010 and 2009.
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* BER-ZETZNFNALATNABSRE
B EBABR  AAREER
1,800,000,000 % & f% & #0.10 7T
ZBINE G (FE&F A EAR A
BERAZERSEZ) AR
A) 2 7% E R AN FR 7 120,000,000
JCIE ZE 5 %5300,000,000 JT ©

EXEE
AEEEAEERZTZANRREARE
BREQE 2N RERBRERL X
A FEEBLBERSREREE -

AEERBEERASCEREERE
BREHAE AREHSEEARY
PRRIEE Z S - R E AN 3%
TTHRAE R LR BEERER - RET
ETRITRONERAEBZRITEE
Sh » REBAZEMINBERZEAR
TR - REEZT—ZTFR=_TTN
FZA=1T—HULMEAFE EXEE
ZBR  BERIEFHEEE -
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NOTES TO THE FINANCIAL STATEMENTS

BrEE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

38.

39.

SHARE CAPITAL (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 debt includes
interest-bearing bank and other borrowings less cash and
bank balances, and excludes discontinued operation. Capital
includes total equity. The gearing ratios at the end of reporting
period were as follows:

38. RAN (&)

ARRMERERNEEL R (BB FER
BR)ERER - XEEZHKRARES
BARBELEVI00%IAT o B/ F5E
BIEFT BIRIT REMEERE € RRTT
HEERTEREERIEEEER - EAR
R NREPRAERZERE
fELE =T ¢

Group

REH
2009
—ETNF
HK$'000
BT

Interest-bearing bank FTERITREMER

and other borrowings 398,571
Less: Cash and bank balances B B MIRITET (36,758)
Net debt B F5 361,813
Capital B 386,680
Gearing ratio BRAGBHEE 93.60%

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

SHARE OPTION SCHEME

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

RABEEZERARAF
—T-TrER

# ARAEER-T-TE=A=+—HK
AABRFE - HAEE ARAELE
KA LT -

39. B AERT &

RRARRABRAERTS ([ BRER
gl) EERNRSHAEEEBRH
BEFERNAER2EALRHERE
RERE - BREGFESERSEAL
BRARFMTEFXAAKEES -
BREAEIRARFBRMNR -t
FHATANBEBRXA EMEERR
BRBURSIERT SN - T &I B %A
RER  SETE-
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NOTES TO THE FINANCIAL STATEMENTS
BY ¥ AR M =

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

39. SHARE OPTION SCHEME (continued) 39. RS S (#)

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

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

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

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

With effect from 1 September 2001, the Stock Exchange
requires that the exercise price of options is at least the higher
of the closing prices of the shares on the Stock Exchange on
the date of grant and the average of the closing prices of
the shares on the Stock Exchange for the five trading days
immediately preceding the date of grant. Up to the approval
date of these financial statements, the Company has not
granted any options on or after 1 September 2001.
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RIERE BB 81 B A Al TR A R
TTEBRESE - RNERRETER
RETFHEERNR RN EMERED %
TN E10% ° WA EAEE R LB
Pt - M2 E TR BB RS SR
RIBERAERT BID BITRAIEITT&
ZREREMRMDAR  BBEEZRRL
BRABRET %A REE 2B RER
BIFmE MBI B EIR25% - RITTE
[Ala% 4 B B I RB AR

BlRETEERESET  HERNT
EEmE (VRGO EE  R>Gi)MER
ARRBRHEERERTE B ABRES
H AT AER S A R AT F 4 m
{E85% HI{EE o

BREI T TRHAEAZEREHA
RERAGREZEF -

FREENAERMBREZAXES
FIRER] EMRR B R =2 A 1R +
FEME B ILHE - BRERERE
PRI IRRITERE - EBREE
ERRERENRAREEE12(8A
HREATRERSZELERBREDN
20% ° R BEZRME L 2 BAER A
XHRERE®.007T

BE-_TT-—FhA—HE BXMR
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For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

39. SHARE OPTION SCHEME (continued) 39. M EET & ()
The following share options were outstanding under the Share FA - BIRESTEI T W ARTTERER
Option Scheme during the year: FEANR :

2009

—ETNEF

Number of

share options

MRS R

‘000

F15

Outstanding at beginning of year* REF M ARITEE* 56,820
Lapsed during the year RERKK (9,690)
Outstanding at end of year* 4 A AR T 47,130
& The exercise price and weighted average exercise price of all outstanding & B M ARITEE R IRAE 2 T B R It 5
share options is HK$0.467 per share, which is subject to adjustment in TEEREBRER0.467 T - ATEEMR

case of rights or bonus issues, or other similar changes in the Company’s SEITAIRY AR R AE B E S

share capital. The exercise period for the outstanding options range from VEFEE o MARITEBREZITEHN T =

10 April 2000 to 9 April 2010. TTTENA+AEZE-_T—TFEMAN

H e

At 31 March 2010, the Company had 25,455,000 (2009: RZFE-—FF=A=1+—H &2
47,130,000) share options outstanding under the Option AR 4R 8 AR 7 =t & 5 A 25,455,000

H(ZFEET NS : 47,130,00010 ) i
RITHEEIRAE - AR AR B RRALE
BEtE 2EITEHRTERESSE

Scheme. The exercise in full of the remaining share options
would, under the present capital structure of the Company,
result in the issue of 25,455,000 (2009: 47,130,000) additional B A A 5] %% 15 %8 41 25 455,000 & ( —
shares totalling HK$2,546,000 (2009: HK$4,713,000) and g 47’{30100'0%5%@ A
share premium of HK$9,342,000 (2009: HK$17,297,000), H WD 546,000 (—EEAE -
before issue expenses. % 4,713,000 7 ) BB 15 % (B 5 1
9342000 T(ZZTZEN&F : BK
17,297,0007T) (R&EHEITHX)

At 31 March 2010, the Company had 25,455,000 share R-ZE—ZFF=A=+—H AAQ7
options outstanding under the Option Scheme, which IR IRAB A AR AT BI X4 25,455,00017 =
represented approximately 2.4% of the Company shares in issue *TT@E\%H%’E  EERAR R ZH
at that date. ZBBEITRNAI2.4% -
ROBREEZERERLF 117

—T-TrER



NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 March 2010

EEx—

40.

FFFZF=1—HIFE

RESERVES
(a) Group

40. f##&

The amounts of the Group’s reserves and the movements
therein for the two years ended 31 March 2010 and 2009
are presented in the consolidated statement of changes in
equity of the financial statements.

The contributed reserve of the Group represents the
difference between the nominal value of the share
capital of the former holding Group reorgansation to
rationalise the Group structure in preparation for the
listing of the Company’s shares on the Stock Exchange,

(a) %M

AEERBE-F

—TER-F

ENF=ZA=1T—HLMAFE
ZEELERESHBER M B R

RZEEAEREPHRZED -

AEENBARBEASERR
E/RARERMEB T LT
EEAKEREMETSEER
ZHH REBRARE  BHA

NARRBMBETRDEENZ

over the nominal value of the Company’s shares issued in EER
exchange therefor.
(b) Company (b) &AF
Retained
Share profits/
premium Contributed (accumulated
account reserve losses) Total
RERF
RIPBER BAGRE (REEE) wact
HK$'000 HK$'000 HK$'000 HK$'000
BT BRI BT BT
At 1 April 2008 RZZENFNA—H 71,388 58,794 34,243 164,425
Total comprehensive income AEERARALE
for the year - - (597) (597)
At 31 March 2009 and RZZENF=A=+—HK
1 April 2009 “ETNFNA—H 71,388 58,794 33,646 163,828
Total comprehensive income AEEZARALE
for the year - - (428,402)  (428,402)
At 31 March 2010 RZZ-ZF=A=1+—H 71,388 58,794 (394,756)  (264,574)
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HBE_ZF—ZFFE=ZA=+—HIFE

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

40. 1 (&)
() HEMHERAR

(i) Share premium account (i) BEER
Under the Companies Law (2002 Revision) of BERASHEQAA(ZE
the Cayman Islands, the share premium account TFEIA) BEARF
of the Company is available for distribution to AR B A2 XA Sl A B R STAR
shareholders, subject to the provisions of the BT KRR @ ERR AT
Company’'s memorandum or articles of association BED IR PR @ AR A
and provided that immediately following the AN EREIRER S aEMIE
distribution of dividends, the Company is able to pay BHEAEEBH NG
its debts as and when they fall due in the ordinary B EEZRE  ARAIAH
course of business. In the opinion of the Directors, DR FEE AR RER
the Company’s reserves available for distribution BAFEERIREEF o
represent the share premium account, contributed
reserve and retained profits.

(ii) Contributed reserve (i) WAREE
The contributed reserve of the Group represents the REBRHAFEEANEE
difference between the nominal value of the share A EHRAR TR ER R
capital of the former holding company of the Group Fir =T i 2B 18 AN 5 B 2R 1 Py
acquired pursuant to the Group reorganisation to ETSEEEACATERER
rationalise the Group structure in preparation for RAEE - BEARE®HR
the listing of the Company’s shares on the Stock BRMEITIROEERZRE ©
Exchange, over the nominal value of the Company’s
shares issued in exchange therefor.

(iii) Property revaluation reserve (i) MEEHLRHE

(iv)

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 the
financial statements.

Foreign currency translation reserve

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

RAOBXEEZERERAT

—T-TrER

YMEBLFEED IRIETER
KM AR BRI S A
KRR RIRE -

(iv) SMEREEE

SNE IR iR BB E R
XU MEMELMBE
AEH - ZRBCSREMB
BRM TR S ARG
L
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41. MAJOR NON-CASH TRANSACTION

42.

(a)

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

During the prior year, deposits for the acquisition of
items of property, plant and equipment of approximately
HK$2,346,000 were utilised as part of the considerations
paid for the purchases of items of property, plant and
equipment.

CONTINGENT LIABILITIES
At the end of the reporting period, contingent liabilities not

41. FEBHBERZF

(@) MFEAR > AEBHEEETHE -
BMELEERFEEE  RED
Bl 49 7 %5 15,876,000 7T K i &
4,196,000 ° ZEHIEE
RESNAERBO BN -
E— S HBENY B RERM T
19 o

(b) RAEFE BEVE BEEX
I8 B W5 & 475 % 2,346,000
TTERIEEEYE - KE &K
THE R MRIE ©

42. SAREE
RIS HELE R - RRBH IS HE+

provided for in the financial statements were as follows: BERRABENT
(a) Group () &x&H
2009
—ZETNF
HK$'000
BT T
Shipping and other guarantees k388 B H (b HE(R 2,523
(b) Company (b) &AF]
2009
—ETNEF
HK$'000
BT IT
Guarantees for general banking B AR —RIBITEE
facilities of subsidiaries* AR 785,206

120

* At 31 March 2010, HK$169,165,000 (2009:
HK$349,822,000) of the general banking facilities
were utilised by the subsidiaries. At 31 March
2010, a provision for financial guarantee liabilities
of approximately HK$157,795,000 (2009:HK$nil)
has been made against the probable uncovered
exposures to be borne by the Company under the
guarantees. Further details of which are included in
note 36 to the financial statements.

H KEBAREZHH
EP &

169,165,000 7T ( —
L - A # 349,822,000
L) R-_EBE—ZFTF=HA
=+—H8  BEBnAQFRE
B A AR (R AT B 7B RE 7 SR
EZEERBIEHMISERE
BERHE 4758 157,795,000
T(ZZETNF : BEST
T0) © iE— S BEHNMS

AR MIE36 ©
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B2 —F—FTF=H=+—HIFFE

43. LEASE COMMITMENTS
The Group leases certain of its buildings under operating lease
arrangements, with leases negotiated for a term ranging from
one to three 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:

43.

R EE
AREBBESLHELHAES T2
FREMREAE—E=F c RBEH
M&ER  AEBRENTRELE
THiEJ&ATEIJHﬁF'ﬁ FHZ R RFEAS

FIEBEENT ¢

2009
—ETNF
HK$'000
BT TT

within one year —FR

in the second to fifth year inclusive

—EhF(BEEREMF)

473
128

601

44. CAPITAL COMMITMENTS
The Group had the following capital commitments at the end
of the reporting period:

44.

BIAEE
AEEBRBEHBEEHBUT
BAEIE ¢

2009
—ETNEF
HK$'000
BT T
Contracted, but not provided for MEBERTEDRTL
equipment and tools 1B KRB 53

45. LITIGATIONS
A number of lawsuits and claims were lodged against certain
subsidiaries of the Group which remain outstanding as follows:

(a) Gold Beam Developments Limited (“GB")

(i)

On 16 November 2009, Fung Shing Steel Company
Limited issued a writ of summons in the District
Court of Hong Kong against a direct wholly-owned
subsidiary of the Company, namely GB, in respect
of goods sold and delivered in the amount of
HK$429,365. GB is currently preparing the defense.

ROBREEZERERLF

—T-TFFH

45.

i
R BRRIERS - NEEE TH B
RERRE ZIEF R R RE B ARAR
LI

(a) EXRBRARAA(23K])
() RZZEZANF+—A+~A8:
Fung Shing Steel Company
Limited % i & 8 [& 150A B 3t
FEHRERNERAEE
#429,3657T * MZANARIEE
cEMBAA SR ELHEMR
;R o @FE ERTEFE -
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45. LITIGATIONS (continued)

(a) Gold Beam Developments Limited (“GB")

(b)

()

(d)

122

(continued)

(i) On 2 March 2010, Wang Fa Steel Company Limited
issued a writ of summons in the District Court of
Hong Kong against GB in respect of a debt in the
amount of HK$95,866 together with interest and
costs. Pleadings closed on 14 May 2010.

Technotrend Trading Limited

On 23 November 2009, Technotrend Trading Limited,
an indirect wholly-owned subsidiary of the Company,
issued a writ of summons in the High Court of Hong
Kong against the former customer Technotrend GmbH
for goods sold and delivered in the sum of US$2,541,464
(approximately HK$19,691,265) together with interest
and costs. The case is in the stage of service of the Writ
Summons against Technotrend GmbH.

Tonic Digital Products Limited (“TDPL")

On 29 January 2010, Victor Company of Japan Ltd.
("JVC") issued a summons in the United States District
Court, Southern District of New York against TDPL, an
indirect wholly-owned subsidiary of the Company, in
respect of breach of the settlement agreement between
JVC and TDPL dated 1 January 2008 in the amount of
Japanese Yen 58,592,400 (approximately HK$5,097,539)
and damages by reason of TDPL's unauthorised use
and infringement of JVC’'s trademark rights in the VHS
logo and infringement of JVC's patent rights in the VHS
recorder patents. The summons has been served on TDPL.

Tonic Electronics Limited (“TEL")

(i) On 12 September 2009, Super Victory Enterprises
Limited issued a writ of summons in the District
Court of Hong Kong against an indirect wholly-
owned subsidiary of the Company, namely TEL, in
respect of goods sold and delivered in the amount
of US$85,988 (approximately HK$666,231) together
with interest and costs. TEL is currently preparing the
defense.

45.

S EA (4)

(a)

(b)

(9)

(d)

SRBERERABA(TEEK])

(&)

iy R=F—FF=H_-H -
Wang Fa Steel Company
Limited 3% i@ & 8 [& 15 % BT 3t
A B 75 5 95,866 7T 2 (B 15 i
AFERESR  MeHRED
B - EFRBHERZ
T EFRATHAKR -

Technotrend Trading Limited
ZEENF+—AZ+=H " &
A AIfE % 2 & K8 2 &l Technotrend
Trading Limited & 8 & /& & £ /&
R EREERTER B
2,541,4643 7T (4K7756%19,691,265
T)ERFMEREE  MAIRP
Technotrend GmbH % H & £
Ak o Z 4 13 & 7 [\ Technotrend
GMbHEREF D ARRIER ©

ROIBBERBRAT(RD
¢ )
R-ZZE-—ZFF-—H_+NH"
Victor Company of Japan Ltd.
(MvC)EBEBRALRE R R A
RAAARHEZ2ENRERARR
hEmEHERATK  HEER
IVCHR NBIEEI LB A
ZNF-—H-—BZBEEBZRE
58,592,400 F [E] (#7/8% 5,097,539
7T RRER BN RERE
ZIERTEARBILIVC Z SR
EIRE R RILIVCER R &Eﬂﬁéﬁﬁ
BRIEK - BREEASHKER
RS -

RAOEFERATN(RAETF))

i RZTENAFNLA+=RH
BECEARARNBBED
EUER AT E B R B R A
B WA #85,988% JT (#4786
* 666,231 70 ) & &/ 7 B &
B8 AAQRMEZEN
BRARAIRAETHHEMNS
e RABEFIRIEBRTENR

=,
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45. LITIGATIONS (continued)
(d) Tonic Electronics Limited (“TEL") (continued)

(ii)

(iii)

(iv)

(vi)

On 13 November 2009, Stmicroelectronics Asia
Pacific PTE Limited issued a writ of summons in the
High Court of Hong Kong against TEL in respect of
goods sold and delivered in amount of US$279,742
(approximately HK$2,167,439) together with interest
and costs. TEL is currently preparing the defense.

On 30 November 2009, Skytech (Hong Kong)
Limited issued a writ of summons in the High Court
of Hong Kong against TEL in respect of goods sold
and delivered in the amount of HK$1,122,861
together with interest and costs. Judgment against
TEL was obtained on 1 February 2010. Enforcement
of judgment is yet to be made.

On 27 November 2009, Lucky Harvest (HK) Company
Limited issued a writ of summons in the High Court
of Hong Kong against TEL in respect of goods sold
and delivered in the amount of HK$1,121,066
together with interest and costs. TEL is currently
preparing the defense.

On 11 January 2010, Edal Electronics Company
Limited issued a writ of summon in the District
Court of Hong Kong against TEL in respect of goods
sold and delivered in the amount of HK$232,280
together with interest and costs. TEL has filed a
defense on 22 March 2010.

On 2 February 2010, Strategic Financial Relations
Limited issued a writ of summon in the District
Court of Hong Kong against TEL in respect of a debt
in the amount of HK$126,358 for public relations
consultancy services rendered. Pleadings closed on
15 April 2010 and documents have been filed for
discovery.

ROBXEEZERERAHF

—T-TrER

45.

EiENE 4

(d ROEFAERAA(NRHE
¥ 1) (&)

(ii)

(iii)

(iv)

(v)

(vi)

RZETAF+—A+=
H - Stmicroelectronics Asia
Pacific PTE Limitedi& 8% /8
=E AR ATE H R E R
B AE279,742F T (475
#2,167,4397T ) E R F B &
BEE RARAIETFHLEA
SRR RABTHERTER
i

R-_ZEZEAF+ A=+
H - Skytech (Hong Kong) Limited
FREBSEERRE H
REXRNE@AEBEK
1,122,861 L E R B Kk =
E - mENSEFEBHEMS
M RNEFERZE—F
F_A—BBBEHR - B
HR A FFEAT ©

RZEZNF+—A=++R
Lucky Harvest (HK) Company
Limited & B EE & F AR
el RERXNEmREE
#1,121,066 703 R A 8 R &
B mRERNEFELEEMNS
ik o RO EFIRIEHE R

=90
=

RZZE—ZFF—A+—A8 "
Edal Electronics Company
Limited #3873 7 [@ 180 E B 5t
BEHERERNERAEBBE
232,280t ERMNEREE -
MRNEFELHEASDAK o
RNBEFER=T—TF=
AZ+ZRHIEEMHE -

NRZE-—FTFE_F=-H 4
BYEABBERARRQ S
BEBRIEEREATIRER
HEREMRESAEOZER
BEEE126,3587T © MR N
BEFHHEMSHK - EFR
BER-_ZT—ZTFMA+HA
iR YRR AEXH
EFE AR -
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45. LITIGATIONS (continued)
(d) Tonic Electronics Limited (“TEL") (continued)
(vii) On 5 February 2010, Sai Hing Plastic Bags Factory

(e)

124

(Hong Kong) Limited issued a writ of summon in the
District Court of Hong Kong against TEL in respect
of a contract sum in the amount of HK$462,310
together with interest and costs and HK$345,525
together with interest and costs. Pleadings closed on
17 May 2010.

(viii) On 28 April 2010, a winding up petition was filed

against TEL by an ex-employee of TEL claiming for
payment in the aggregate sum of HK$1,235,811
together with interest thereon from TEL as stated
in the award obtained by Ng Hing Wing and other
ex-employees against TEL on 26 January 2010. The
unsettled amounts of HK$1,235,811 are yet to be
paid and were fully accrued in other payables at
31 March 2010. Subsequently, TEL was wound up
by the High Court of Hong Kong on 30 June 2010.
Messrs. Huen Ho Yin and Huen Yuen Fun have
been appointed as the Joint and Several Provisional
Liquidators of TEL by the official receiver on the
same date.

On 14 May 2010, RITRBINEEERR A A
(Shenzhen Changgiao Kaida Cargo Company
Limited) issued a writ of summon in the District
Court of Hong Kong against TEL, in respect
of transportation services in the amount of
RMB876,596 (approximately HK$994,060) together
with interest and costs.

TEL and GB

On 21 June 2010, Fung Shing Steel Company Limited
issued a writ of summon in the District Court of Hong
Kong against TEL and GB, in respect of debt in the
amount of HK$329,365 together with interest and costs.
The dispute is at preliminary stage, and the Group will
prepare the defense accordingly.

45.

EIENE 2,

(d ROEFAERAA(NRHE
¥ 1) (&)

(e)

(vii)

(viii)

(ix)

RZZE-—ZFF_HFAA -
Sai Hing Plastic Bags Factory
(Hong Kong) Limited # i@
BEEBE AR ABBE
462,3107T 2 & KRB & R F
B REEAKAB345,5257T
BERMNEREE RMRNE
FEHERSAK - EHRE
ERZZE—ZEFRA++H
R o

RZZE-—ZFFMA=Z+N
B - RAOEFEE—ZFE
BREBEZHE © BENg
Hing Wing R E b aTEE R =
T-TF—RB -+ NBFfE
HLBFTRNDEFALBE
1,235,811 & RIAERAA S -
K A{E T & 58 & #51,235,811
TMAZA » WE2HFA
—E-TF=ZR=+—HZ
HihENRE RNBEFE
RZE—ZTFA=+HH
BEAEAREERESR - KA
H Huen Ho Yin %t & K& Huen
Yuen Func £ EWEEREE
EREAAERNETFZHRA
RERIFRRIBRA o

R-E—ZFFRA+WEA -
FYTEBIEEEFRA
AEBEEREEAR A E
fR7% 2 A R¥ 876,596 T
(#7788994,0607T ) E B 7 &
REE HMEHNETEHLE

ML -

ROIBFRER
RZE—FTFA=+—H " Fung
Shing Steel Company Limited 8
R REER A EE 329,365
T EBERMNEREE - MRS
BEFRSHFBHEMSM - LIBF
RINER PR - REBEEE
BEMEE o
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45, LITIGATIONS (continued)
(f) TEL and Tonic Digital Products Limited (“TDPL")

(i)

(ii)

On 11 November 2008, Thomson Hong Kong
Holdings Limited (“Plaintiff”), a former customer
of the Company, filed a writ of summons with the
High Court of Hong Kong against the Company
and two of its indirect wholly-owned subsidiaries
namely, TEL and TDPL (collectively known as the
“Defendants”), in respect of disputes relating, inter
alia, goods returned for refund by Plaintiff, claiming
damages in the sum of US$4,289,664 (approximately
HK$33,244,897) together with interest and costs.
The Defendants filed Defense and Counterclaim and
the Plaintiff filed Reply and Defense to Counterclaim
on 17 March 2009. The claims of the Plaintiff relate,
inter alia, to refund of the purchase price of goods
sold and delivered by TDPL to the Plaintiff. Based on
the case pleaded by the Plaintiff and the information
now available to the Defendants, the Defendants
have a defense with merits to such claim. The parties
are attempting to resolve interlocutory matters
before the trial date for the case is fixed.

On 24 August 2009, TEL and TDPL issued a writ of
summons in the High Court of Hong Kong against
a former customer Alco Holdings Limited for goods
sold and delivered in the sum of US$820,912
(approximately HK$6,360,427) for TEL and
US$288,977 (approximately HK$2,238,994) for
TDPL. The action is in the preliminary stage with
exchange of documents in progress.

ROBREEZERERLF

—T-TrER

45. SFEA(4)

(f) RABFREHBBERER
RAR(TRHIEE )

(i)

(i)

RZEENFE+—A+—
B A&EE/MEFZHES
RARI(TREADBBER
BEERR(EP8E) 84
REERNFZE  RARAA
MEMKEZEZ2ENB QA
RNEFRRIDEE (HE
[EEADELERSMRK - B
&1 584,289,664 7T (4178
#33,244,897 7T ) B (B & R Fl|
EREE - HEADRERZN
HERRERRE MRS
ARZZEZENF=A++tAH
RREBERRZEREOAE
£ REAMBERIBAN(E
FERE)REAZKENEHE
RAEHRERMZEMRR
REAELRR - REBERS
AEHBOFRRREE AR
BEFTERER - WEARE
BARRZMHEERDIEE -
HAEHBEEERAR =
MATE FARIEEEET -

R-ZZETAFENA=-+NO
B RAETRRENEKGE
BEBEEFEAR D BT
ELRERNERANEFS
Alco Holdings Limited 2 H
B EFSHERESN
EFERRNDETEmE 5 5
5 80820,912 % JT (#4) 78
6,360,427 7T ) }2288,9773% 70
(#)7682,238,9947T) ° FF A
BERNZEE - HERXR
S
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45, LITIGATIONS (continued)
(f) TEL and Tonic Digital Products Limited (“TDPL")
(continued)

(iii)

On 14 September 2009, Multimedia Devices Limited
issued a writ of summons in the High Court of Hong
Kong against TEL and TDPL in respect of returned
goods in the amount of US$1,167,598 (approximately
HK$9,046,556) for TEL and US$213,147
(approximately HK$1,651,461) for TDPL. TEL and
TDPL are currently preparing the defense.

(g) TEL and Tonic Trading Development Limited
("TTDL")

On 14 August 2009, J.C. Electronics Co. Limited issued a
writ of summons in the High Court of Hong Kong against
two indirect wholly-owned subsidiaries of the Company,
namely TEL and TTDL respectively, regarding goods sold
and delivered in the amount of HK$10,541,664 together
and HK$4,743,444 together with interest and costs
respectively. Defense was filed and the actions are still
in preliminary stage and so it is too early to evaluate the
probable outcome.

(h)

126

Tonic Trading Development Limited (“TTDL")

(i)

On 20 November 2009, Max Components Limited
issued a writ of summons in the District Court
of Hong Kong against an indirect wholly-owned
subsidiary of the Company, namely TTDL, in respect
of goods sold and delivered in the amount of
US$56,346 (approximately HK$436,571). TTDL is
currently preparing the defense.

On 27 November 2009, Skytec (Hong Kong) Limited
issued a writ of summons in the District Court
of Hong Kong against TTDL in respect of goods
sold and delivered in the amount of HK$938,099
together with interests and costs. TTDL had filed the
defense on 14 January 2010.

45.
(f)

(9)

(h)

A (4)

RAEFRERNEBERER

AR (TROEHFE ) (&)

(i) R=ZZTZTAFHLA+TA -
Multimedia Devices Limited
BRESRSERAB AR

EERAARARIEFRRE
NEHEREEASK &=
HEHERRNETRENK
mE 25l & 801,167,598
37T (497 ¥ 9,046,556 7T )
K 213,147 E L (# B %
1,651,46170) c RAEF K
RAOEIEIR FRENRE -

RABEFTRERIEEBRREEBR
f‘ﬁ(riﬂﬁﬁﬁﬁlﬁl)

RZZEZTAFNA+HIA - JC
Electromcs Co. LimitedBBEE =
EERMELRERNEMA
5 Bl 10,541,664 7T K 7 #&
4,743,444 T ERFEFMEE - [
RABMREZEEZENBARRS
BEFERRIBBERELEMS
ik - BREREE - BRGDRE
RAIZREER - SR &R B
2o

ROBBRRERLR(RD

BBEE ]

i) RZTBEAF+—-—RA=+
H » Max Components Limited
FRBBRFER IS H

B R E a3 856,346 3%
ﬁ(iﬁiﬁﬁ%436571ﬁ) LEN
AEEEEZEMBRRIR S
EBEREREHERSRK - R
NEBERRERENRE

(i) RZTEZNF+-—HA=++t
H - Skytec (Hong Kong) Limited
FERBEREERBEE LR
ERfEmAEE#938,099
TERMEREE AR
EEEREHEASK - R
NEBERER_ZT—ZF
—ATmARERE -
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45. LITIGATIONS (continued)
(h) Tonic Trading Development Limited (“TTDL")
(continued)

(iii)

On 11 January 2010, Edal Electronics Company
Limited issued a writ of summon in the District Court
of Hong Kong against TTDL in respect of goods
sold and delivered in the amount of HK$442,926
together with interest and costs. TTDL has filed the
defense on 22 March 2010.

(i) Tonic Technology Limited (“TTL")

(i)

(ii)

On 9 December 2009, Yan Hsin Da Electronics
Limited issued a writ of summons in the District
Court of Hong Kong against a direct wholly-owned
subsidiary of the Company, namely TTL, in respect
of goods sold and delivered in the amount of
US$31,396 (approximately HK$243,316) together
with interest and costs. TTL is currently preparing the
defense.

On 10 February 2010, D-Plus Limited filed the
form of claim in the Small Claims Tribunal against
TTL in respect of goods supplied in the amount of
HK$50,000 together with interest and costs. Order
against TTL was obtained on 15 March 2010.

ROBREEZERERLF

—T-TrER

45.

EiENE )

(h) RABBBRREARLA(RAD
BBRE ] (&)

(iii)

()

(i)

(ii)

RZZE-—ZTF—-—A+—8H"
Edal Electronics Company
Limited @& B R 50X B
EERERNERAEEE
442,926 ERFBEREE
MRDAEBHERELENS
e RNABERENR-Z
—ZEF=ZA-TZHRLER
st o

RABMKRERAA(TRAN
D)

RZZZENF+=ANE -
Yan Hsin Da Electronics
Limited & 38 & & [& 3 )% B
RAEERERNERAH
31,396 7T (K75 % 243,316
TTERMEREE  RAR
RIEZE2EMBARR AR
REHEASMK - RABK
WIFBEMHE o

R—_ZE—ZFF-_A+H -
D-Plus Limited [R)/NEESE(EE

HERREBERRKE - BATH
S A 50,000 T 38

A& R % B 30 RHRA
Mo BARKER-T-F
=B+ A BEERS -
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45, LITIGATIONS (continued)

=)A R A7) (Qiye Electronic (Dongguan)

=£)ABR A 7 (Qiye Electronic (Dongguan)

(j): Dongguan Tonic Electronic Co., Ltd. (“Dongguan

TEL") and TEL

Civil petitions

On 20 October 2009, &I RIERHEFHZEER A A

(Shenzhen Jingfeng Technology Development Co., Ltd.*)

lodged a civil petition with the Third People’s Court of

Dongguan City, Guangdong Province against TEL and

Dongguan TEL (matter number: (2009) R =R ME¥F

%6215%) seeking a judgment on the outstanding sum

of RMB1,571,852 together with interests thereon in

respect of good supplied and cost of legal proceedings.

Two buildings of Dongguan TEL in Dongguan have been

sequestrated.

(k) Dongguan TEL

Judgments

(i) On 14 December 2009, the Third People’s Court
of Dongguan City, Guangdong Province issued a
judgment (document number: (2009) & = AR —
W)F2522315%) ordering Dongguan TEL to repay &r
JETE TF(
Company Limited*) a sum of RMB455,165.88
together with interest thereon in relation to the
outstanding payment for goods sold and delivered
and the court fees of RMB4,078. Dongguan TEL
has not settled the payment within the prescribed
time period but the parties has entered into a
mediation agreement on 1 June 2010 pursuant
to which Dongguan TEL shall settle repay the
sum of RMB455,165.88 together with interest of
RMB36,322 and the legal cost of RMB4,078 to &
JETE T(
Company Limited*) by 31 August 2010.
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HBE_ZF—ZFFE=ZA=+—HIFE

45, LITIGATIONS (continued)
(k) Dongguan TEL (continued)
Judgments (continued)

(i) On 11 May 2010, the Third People’s Court of

Dongguan City, Guangdong Province issued a
judgment (document number: (2009) R =AK — 1]
F262733%%) ordering Dongguan TEL to repay RZem
BlZ/KELZETIZER AR (Dongguan City Guomao
Plumbing and Electrical Company Limited*) a sum of
RMB 9,800,000 together with the interest thereon
and the legal cost of RMB46,860 within 15 days
from the date of judgment. The payment has not
been settled by Dongguan TEL within the prescribed
time period. Dongguan TEL is in negotiations with
REmBIEKELZETERAMRAA (Dongguan City
Guomao Plumbing and Electrical Company Limited*)
to postpone the making of payment.

Civil petitions

(iii)

(iv)

On 24 November 2009, {#%#2 (Ni Lie Song*)
lodged a civil petition with the Third People’s
Court of Dongguan City, Guangdong Province
against Dongguan TEL seeking a judgment on an
outstanding sum of RMB588,475.82 together with
interest thereon in relation to the goods supplied
by E12%F T T AT (Xing Ye Electronic Company
Limited*) to Dongguan TEL.

On 8 December 2009, S#FHBEEIMNERA
A) (Gaoxin Tin (Huizhou) Company Limited*)
lodged a civil petition with the Third People’s
Court of Dongguan City, Guangdong Province
against Dongguan TEL seeking a judgment on an
outstanding sum of RMB1,915,893 together with
interest thereon in relation to the goods supplied.
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45. LITIGATIONS (continued)
(k) Dongguan TEL (continued)
Civil mediation agreements

130

(v)

On 10 December 2009, through the mediation of the
Third People’s Court of Dongguan City, Guangdong
Province, =M ANE & FAMR A7 (Dongguan City
Tianbao Electronic Company Limited*) and Dongguan
TEL reached a civil mediation agreement (document
number: (2009) R =R —#]F527145%) pursuant
to which an outstanding sum of RMB120,713 in
relation to the goods sold and delivered shall be
settled by Dongguan TEL in six monthly installments
commencing on 20 January 2010 with the last
installment and costs of hearing to be made on or
before 20 June 2010. The payment has not been
settled by Dongguan TEL within the prescribed time
period. Dongguan TEL is in negotiations with
EMARNEE FAERZAF (Dongguan City Tianbao
Electronic Company Limited*) to postpone the
making of payment.

On 11 March 2010, through the mediation
of the Third People’s Court of Dongguan City,
Guangdong Province, b2 RPFIEFR A AR
2 /x 7] (Shanghai Quanyi Courier Services Company
Limited*, Dongguan Branch) and Dongguan TEL
reached a civil mediation agreement (document
number: (2010) R = AR —#)F578%%) pursuant
to which Dongguan TEL shall repay the outstanding
courier fees of RMB11,971 and costs of hearing in
the sum of RMB50 on or before 30 May 2010. The
payment has not been settled by Dongguan TEL
within the prescribed time period. Dongguan TEL is
in negotiations with EB&RBERRE A FRZ=ED
/2 @] (Shanghai Quanyi Courier Services Company
Limited*, Dongguan Branch) to postpone the making
of payment.
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45. LITIGATIONS (continued)
(k) Dongguan TEL (continued)
Civil mediation agreements (continued)

(vii)

(viii)

(ix)

On 11 March 2010, through the mediation of the
Third People’s Court of Dongguan City, Guangdong
Province, =M iEZEE AR A7) (Dongguan City
Ge Ling Dian Ti Company Limited*) reached a civil
mediation agreement with Dongguan TEL (document
number: (2010) =R Z#F52215%) pursuant
to which Dongguan TEL shall repay the outstanding
lift maintenance fees in the sum of RMB68,560 and
costs of hearing in the sum of RMB757 on or before
30 June 2010. Dongguan TEL is in negotiations with

EMREEHAMR AR (Dongguan City Ge Ling
Dian Ti Company Limited*) to postpone the making
of payment.

On 16 March 2010, through the mediation of the
Third People’s Court of Dongguan City, Guangdong
Province, RZm HAEEIRIBMR A7 (Dongguan
City Risheng Printing Company Limited*) and
Dongguan TEL reached a civil mediation agreement
(document number: (2010) B =2E —#]F 5506
%) pursuant to which Dongguan TEL shall repay the
outstanding sum of RMB165,131.53 in relation to
the goods supplied and costs of hearing in the sum
of RMB3,147 on or before 30 June 2010. Dongguan
TEL is in negotiations with e H 2% EDRIA IR A &)
(Dongguan City Risheng Printing Company Limited*)
to postpone the making of payment.

On 16 April 2010, through the mediation of the
Third People’s Court of Dongguan City, Guangdong
Province, £ ## (Ren Xiao E*) and Dongguan TEL
reached a civil mediation agreement (document
number: (2010) R =2 —#)F55055%) pursuant
to which Dongguan TEL shall repay the outstanding
sum of RMB234,049.55 in relation to the goods
supplied and costs of hearing in the sum of
RMB4,161 on or before 30 June 2010. Dongguan
TEL is in negotiations with {£ ¥ # (Ren Xiao E*) to
postpone the making of payment.

RAOBXEEZERERAT

—T-TrER

45,

IV EA (4%)

(k)

RERNEF(H)
REAGE R (F)

(vii)

(viii)

(ix)

RZZE-—FTF=A+—H"
BRAERAREME=AR
ER 2 AR REMiRESR
HERAREESTRNIET
ERREEABRHE(XHF
B QOIOR=ZR=ZWIFTE
2215%) - Bt - RERNE
FEAR_ZE—ZFTFA=+
H =k LART (B B A R #68,560
TZABESHEECERARK
ARBISITTZRAEE - R
ERNEFTHETMIRES
BAERA R IE#EITHERNE
BT °

R-ZZE—ZFTF=H+/xB"
BREREAREME-AR
AP R Roem A A E]
RIBRARERZERNETF
EXNREFAREDZE(CHR
9% QOIOR=ERZAF
F506%%) F B - RER
NEFER-_ZE—ZFEXA
—+tHRUAIERE AR
165,131.53 T2 B EE &
BARM314TTTZBAE
B oRERNETFHEREEM
B ENfl A PR A A IE# /TR
P LARE B A5 3K

R=ZZE—ZFFWMA+/H
BREREARETME=-AR
ERZHAR  THRERS
ROBETEXNREARDE
(UHARSR - (2010)R=EAR
ZHIFE5055%) - Kt - R
SRNETFER-_ZT—ZF
ANAZ=t+BszAnEE R
EERZAEEREBEARE
234,049.55 T RERFAEE A
R¥4,16170 - RER NET
IR BT B B pa AR B 3K ©

131



NOTES TO THE FINANCIAL STATEMENTS

BrEE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

45. LITIGATIONS (continued)

() TEL and REEEEAERRIEE 7K (Dongguan

Tangxia Town Shitanpu Donghui Electronics
Factory*)
On 31 December 2009, REEEREM R HR A A
(Dongguan Huilong Packaging Company Limited*) lodged
a civil petition with the Third People’s Court of Dongguan
City, Guangdong Province against TEL and ERZciEEE
AEBMEEEFM (Dongguan Tangxia Town Shitanpu
Donghui Electronic Factory*) seeking a judgment on an
outstanding sum of RMB16,228.13 together with interest
of RMB1,125 thereon in relation to the good supplied.

(m) Tonic Technology (Shenzhen) Ltd. (3R Z & & (%
JIl)E PR 2 F) and Dongguan Xin Lian Digital
Technology Co., Ltd. (REZEHHBER L BRAF)
Civil Petitions

(i)

(ii)

132

On 9 January 2010, FEELAHKEAER A A
(Shanghai Xie Sheng Mechanics Co., Ltd*) lodged
a civil petition with the People’s Court of Futian
District, Shenzhen City, Guangdong Province against
Tonic Technology (Shenzhen) Ltd. and Dongguan Xin
Lian Digital Technology Co., Ltd. seeking a judgment
on an outstanding sum of RMB264,740 together
with interest from October 2009 up to the date of
repayment in relation to electronic goods supplied.
So far as was known to the Directors or chief
executive of the Company, legal proceedings have
commenced and are ongoing but no judgment has
been passed by the court.

On 11 January 2010, REXZREAR A A
(Dongguan Yongan Technology Co. Ltd.*) lodged
a civil petition with the People’s Court of Futian
District, Shenzhen City, Guangdong Province against
Tonic Technology (Shenzhen) Ltd. and Dongguan Xin
Lian Digital Technology Co., Ltd. seeking a judgment
on an outstanding sum of RMB315,100 together
with interest thereon in relation to the goods
supplied. So far as was known to the Directors or
chief executive of the Company, legal proceedings
have commenced and are ongoing but no judgment
has been passed by the court.
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For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

45, LITIGATIONS (continued)

(m) Tonic Technology (Shenzhen) Ltd. (3R 1 & & (%
3I)E R A 7)) and Dongguan Xin Lian Digital
Technology Co., Ltd. (REZEHBRHE AR A F)
(continued)

Civil Petitions (continued)

(iii)

(iv)

On 5 February 2010, #/NE M ERFR A A
(Meizhou Lianke Circuit Co., Ltd.*) lodged a civil
petition with the People’s Court of Futian District,
Shenzhen City, Guangdong Province against Tonic
Technology (Shenzhen) Ltd. and Dongguan Xin Lian
Digital Technology Co., Ltd. seeking a judgment on
an outstanding sum of RMB139,000.96 together
with interest of RMB6,150.8 thereon in relation to
the goods supplied. Proceedings commenced on 1
July 2010 but judgment is yet to be made by the
court.

On 25 February 2010, EMTWEAEMEXBRA
7] (Guangzhou Eastpower Battery Ind. Co., Ltd.*)
lodged a civil petition with the Third People’s Court
of Dongguan City, Guangdong Province against
Tonic Technology (Shenzhen) Ltd. and Dongguan Xin
Lian Digital Technology Co., Ltd. seeking a judgment
on an outstanding sum of RMB159,283.60 together
with interest of RMB5,110.75 thereon as at 28
February 2010 in relation to the goods supplied.
Proceedings commenced on 7 July 2010 but
judgment is yet to be made by the court.
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45. LITIGATIONS (continued)
(n) Tonic Technology (Shenzhen) Ltd. (3R 1 &R
) EBRA )

Judgments

(i)

(ii)

134

On 22 December 2009, the People’s Court of Futian
District, Shenzhen City, Guangdong Province issued
a judgment (document number: (2009) FfEER =
#)F51515%) ordering Tonic Technology (Shenzhen)
Ltd. to pay RYIMIEEBHERERDER QA
(Shenzhen Eternal Asia Supply Chain Management
Ltd.*) a composite fees of RMB114,190.69, a value
added tax in the sum of RMB1,071,664.85, the
overdue fine in respect of owing repayments under
an import agency agreement and related documents
entered in June to September of 2009 and court fees
in the sum of RMB12,961.5 within 10 days from the
date of judgment. The matter was appealed by Tonic
Technology (Shenzhen) Ltd and the Intermediate
People’s Court of Guangdong Province dismissed
the appeal on 4 January 2010. The payment has not
been settled by Tonic Technology (Shenzhen) Ltd.
within the prescribed time period. Tonic Technology
(Shenzhen) Ltd. is in negotiations with &3l 143858
MBS (D AR AR (Shenzhen Eternal Asia Supply
Chain Management Ltd.*) to reach a mediation
agreement.

On 27 January 2010, the People’s Court of Futian
District, Shenzhen City, Guangdong Province
issued a judgment (document number: (2009) x
t®/AR —#]F51865%) ordering Tonic Technology
(Shenzhen) Ltd. to pay BEEERRHEERER
‘A a](Dongguan Demei Electromechanical Products
Co. Ltd.*) a sum of RMB2,758,230.75 together with
interest thereon in relation to the goods delivered
within 10 days from the date of judgment. The
payment has not been settled by Tonic Technology
(Shenzhen) Ltd. within the prescribed time period.
Tonic Technology (Shenzhen) Ltd. is in negotiations
with REREEEHBEMABR L AF (Dongguan
Demei Electromechanical Products Co. Ltd.*) to
reach a mediation agreement.
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45. LITIGATIONS (continued)

(n) Tonic Technology (Shenzhen) Ltd. (3R 1 & & (%

Y1) PR 2 F) (continued)

Judgments (continued)

(iii)

On 15 April 2010, the People’s Court of Futian
District, Shenzhen City, Guangdong Province
issued a judgment (document number: (2010) *
1BER —#F813%%) ordering Tonic Technology
(Shenzhen) Limited to repay 73| i FE 435 R 3%
BB 27A (Shenzhen Remote Tech-Developing
Co., Ltd.*) a sum of RMB1,217,865.50 in relation
to the goods supplied and the court fees in the
sum of RMB15,761 within 10 days from the date
of judgment. The payment has not been settled
by Tonic Technology (Shenzhen) Ltd. within the
prescribed time period. Tonic Technology (Shenzhen)
Ltd. is in negotiations with R EmEERFEHL 2R
BRR/A7] (Shenzhen Remote Tech-Developing Co.,
Ltd*) to reach a mediation agreement.

On 15 April 2010, the People’s Court of Futian
District, Shenzhen City, Guangdong Province issued
a judgment (document number: (2010) FEER =
)7 255126%5%) ordering Tonic Technology (Shenzhen)
Limited to pay EBE&HEFHBR AR (Shanghai
Huizi Electronics Co. Ltd.*) a sum of RMB326,060.95
in relation to the amounts due and unpaid on goods
supplied, together with interest thereon and the
court fees in the sum of RMB8,565 within 10 days
from the date of judgment. The payment has not
been settled by Tonic Technology (Shenzhen) Ltd.
within the prescribed time period. Tonic Technology
(Shenzhen) Ltd. is in negotiations with F/&ZFE
FABR/A7] (Shanghai Huizi Electronics Co. Ltd.*) to
reach a mediation agreement.

On 26 April 2010, the People’s Court of Futian,
Shenzhen City, Guangdong Province issued a
judgment (document number: (2010) JFf@ER — 4
F164557%) dismissing a claim brought by J#3I|T 308
BEIEERAF (Wen Cheng Packaging Products
Co., Ltd.*) against Tonic Electronics (Shenzhen)
Limited due to the plaintiff’s failure to attend the
court hearing.
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45. LITIGATIONS (continued)

(n) Tonic Technology (Shenzhen) Ltd. (3R 1 & & (%
Y1) PR 2 F) (continued)

Judgments (continued)

(vi)

On 1 May 2010, the People’s Court of Futian
District, Shenzhen City, Guangdong Province issued
a judgment (document number: (2010) FZEER =
#1757 10295%) ordering Tonic Technology (Shenzhen)
Limited to repay A&y BB RN BRAR]
(Shenzhen Hang Cheng Electric Circuit Technology
Co., Limited*) a sum of RMB2,235,231.75 in relation
to the goods supplied within 10 days from the date
of judgment. The payment has not been settled
by Tonic Technology (Shenzhen) Ltd. within the
prescribed time period. Tonic Technology (Shenzhen)
Ltd. is in negotiations with &I THAL A BRI
AR /A7) (Shenzhen Hang Cheng Electric Circuit
Technology Co., Limited*) to reach a mediation
agreement.

Civil petitions

(vii)

(viii)

136

On 22 February 2009, E/BFEMEFEHOAR
/28] (Shanghai Hua Hong Electronic Import and
Export Co., Ltd.*) lodged a civil petition with the
People’s Court of People’s Court of Futian District,
Shenzhen City, Guangdong Province against Tonic
Technology (Shenzhen) Limited seeking a judgment
on an outstanding sum of RMB312,303.60 together
with interest thereon in the amount of RMB7,214.21
in relation to the goods supplied. Tonic Technology
(Shenzhen) Ltd. is in negotiations with /84T
FHELEAAFR AT (Shanghai Hua Hong Electronic
Import and Export Co., Ltd*) to reach a mediation
agreement.

On 19 November 2009, 2 F@1EEFE5E LT
(Ningbo Sunbo Electronics Co. Ltd.*) lodged a civil
petition with the People’s Court of Futian District,
Shenzhen City, Guangdong Province against Tonic
Technology (Shenzhen) Ltd. seeking a judgment on
an outstanding sum of RMB871,299.90 together
with a penalty of RMB5,000 for breach of contract
in relation to the goods supplied. Tonic Technology
(Shenzhen) Ltd. is in negotiations with Z& ) 16H{EEE
FABR AR (Ningbo Sunbo Electronics Co. Ltd.*) to
reach a mediation agreement.
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NOTES TO THE FINANCIAL STATEMENTS

BrEE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

45. LITIGATIONS (continued)
(n) Tonic Technology (Shenzhen) Ltd. (3R 1 & & (%
Y1) PR 2 F) (continued)

Civil petitions (continued)

(ix)

(xi)

On 20 November 2009, L8 HSEERKER AT
(Shanghai Ritao Jicheng Co. Ltd.*) lodged a civil
petition with the People’s Court of Futian District,
Shenzhen City, Guangdong Province against Tonic
Technology (Shenzhen) Ltd. seeking a judgment on
an outstanding sum of RMB570,650 together with
interest thereon in relation to the goods supplied.
Tonic Technology (Shenzhen) Ltd. is in negotiations
with /8 HEEK AR A7 (Shanghai Ritao Jicheng
Co. Ltd.*) to reach a mediation agreement.

On 2 December 2009, ZE T/ HEE R B F AR A A
(Cixi Haiyan Plastic Products Co., Ltd.*) lodged a civil
petition with the People’s Court of Futian District,
Shenzhen City, Guangdong Province against Tonic
Technology (Shenzhen) Limited seeking a judgment
on an outstanding sum of RMB571,727.90 in
relation to the goods supplied. The case was filed
on 1 March 2010 in the People’s Court of Futian
District, Guangdong Province and a public notice
(document number: (2010) FiEER —¥)F93257)
has been issued by the court stating that the petition
is deemed to be served within 60 days from the date
of the public notice. Tonic Technology (Shenzhen)
Ltd. is in negotiations with 22X /&3 B R & DA R
/xa] (Cixi Haiyan Plastic Products Co., Ltd.*) to reach
a mediation agreement.

On 3 December 2009, RIITTHBEETERA
A) (Shenzhen City Wei Er Da Electronics Co., Ltd.*)
lodged a civil petition with the People’s Court of
Futian District, Shenzhen City, Guangdong Province
against Tonic Technology (Shenzhen) Ltd. and
Dongguan Xin Lian Digital Technology Co., Ltd.
seeking a judgment on an outstanding sum of
RMB89,480 together with all penalty payments
relating to the breach of an agreement in connection
with the supply of electronic goods. Tonic Technology
(Shenzhen) Ltd. is in negotiations with %31 & f 2
BT AR AT (Shenzhen City Wei Er Da Electronics
Co., Ltd.*) to reach a mediation agreement.

RAOBXEEZERERAT

—T-TrER
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BrEE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

45. LITIGATIONS (continued)

(n) Tonic Technology (Shenzhen) Ltd. (3R 1 & & (%

Y1) PR 2 F) (continued)

Civil petitions (continued)

(xii) On 21 December 2009, EFEET FRIFBERE R

(xiii

(xiv

138

)

~

Al(Wuxi Weida Electronics Technology Co. Ltd.*)
lodged a civil petition with the People’s Court of
Futian District, Shenzhen City, Guangdong Province
against Tonic Technology (Shenzhen) Ltd. seeking a
judgment on an outstanding sum of RMB662,815.80
together with interest thereon in relation to the
electronic products supplied and the legal cost. Tonic
Technology (Shenzhen) Ltd. is in negotiations with
EIHEEE TR AR A (Wuxi Weida Electronics
Technology Co. Ltd.*) to reach a mediation
agreement.

On 22 December 2009, /84T BB ETHERA A
(Shanghai Jiangri International Electronics Co. Ltd.*)
lodged a civil petition with the People’s Court of
Futian District, Shenzhen City, Guangdong Province
against Tonic Technology (Shenzhen) Ltd. seeking a
judgment on an outstanding sum of RMB332,578.31
together with interest thereon in relation to the
goods supplied and the legal cost. Tonic Technology
(Shenzhen) Ltd. is in negotiations with )& H
BB ETAR AR (Shanghai Jiangri International
Electronics Co. Ltd.*) to reach a mediation
agreement.

On 25 December 2009, FISBBEZHEBRA
7] (Shenzhen Deyuan Parts Co. Ltd.*) lodged a civil
petition with the People’s Court of Futian District,
Shenzhen City, Guangdong Province against Tonic
Technology (Shenzhen) Ltd. seeking a judgment on
an outstanding sum of RMB759,218.25 in relation
to the goods supplied. Tonic Technology (Shenzhen)
Ltd. is in negotiations with &S BB R ZHIT AR
7xa] (Shenzhen Deyuan Parts Co. Ltd.*) to reach a
mediation agreement.

45,

FAA (4

(n) RABEKCRINBRAF ()

(xiii)

(xiv)
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NOTES TO THE FINANCIAL STATEMENTS

BrEE SRR M AT

For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

45. LITIGATIONS (continued)
(n) Tonic Technology (Shenzhen) Ltd. (3R 1 & & (%
Y1) PR 2 F) (continued)

Civil petitions (continued)

(xv)

(xvi)

On 25 December 2009, RYITMRAREEZERA
A] (Shenzhen City Changxian Technology Enterprise
Co. Ltd.*) lodged a petition with the People’s
Court of Futian District, Shenzhen City, Guangdong
Province against Tonic Technology (Shenzhen) Ltd.
seeking a judgment on an outstanding sum of
RMB57,000 together with interest thereon in relation
to the chemical products supplied and the legal cost.
Tonic Technology (Shenzhen) Ltd. is in negotiations
with FUImREBEEZEBR AT (Shenzhen City
Changxian Technology Enterprise Co. Ltd*) to reach
a mediation agreement.

On 26 December 2009, FHmA] BT EAER A A
(Shenzhen Kede Industrial Trading Co., Ltd.*) lodged
a civil petition with the People’s Court of People’s
Court of Futian District, Shenzhen City, Guangdong
Province against Tonic Technology (Shenzhen)
Limited seeking a judgment on an outstanding sum
of RMB920,090.20 together with interest thereon
in relation to the goods supplied and the legal cost.
Tonic Technology (Shenzhen) Ltd. is in negotiations
with RYITAIFSTEHBMR AR (Shenzhen Kede
Industrial Trading Co., Ltd*) to reach a mediation
agreement.

(xvii) On 30 December 2009, ZH|H X BREE DL AR

‘A7) (Shenzhen Wensheng Packaging Co. Ltd.*)
lodged a civil petition with the People’s Court of
Futian District against Tonic Technology (Shenzhen)
Ltd. seeking a judgment on an outstanding sum of
RMB1,143,725.33 together with interest thereon
in relation to the goods supplied. Tonic Technology
(Shenzhen) Ltd. is in negotiations with &I
BEFDHR AT (Shenzhen Wensheng Packaging
Co. Ltd.*) to reach a mediation agreement.

ROBXEEZERERAHF

—T-TrER
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EiEAE
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(xvi)
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45. LITIGATIONS (continued)
(n) Tonic Technology (Shenzhen) Ltd. (3R 1 & & (%
Y1) PR 2 F) (continued)
Civil petitions (continued)
(xvii) On 30 December 2009, HZEmEEFEFARA

140

p

(xix

(xx)

Al (Dongguan City Gao Te Electronics Co. Ltd.*)
lodged a civil petition with the People’s Court of
Futian District, Shenzhen City, Guangdong Province
against Tonic Technology (Shenzhen) Ltd. seeking a
judgment on an outstanding sum of RMB280,131.7
together with interest thereon in relation to the
electronic products supplied and the legal cost.
Tonic Technology (Shenzhen) Ltd. is in negotiations
with EREmEEETHR LA (Dongguan City
Gao Te Electronics Co. Ltd*) to reach a mediation
agreement.

On 15 January 2010, F/BEZEEFRMEREA
&) (Shanghai Jude Electronic Technology Co. Ltd*)
lodged a civil petition with the People’s Court
of Futian District, Shenzhen City, Guangdong
Province against Tonic Technology (Shenzhen)
Ltd. seeking judgment on an outstanding sum of
RMB2,051,872.55 together with interest thereon
in relation to the electronic products supplied and
the legal cost. Tonic Technology (Shenzhen) Ltd. is
in negotiations with E8EES FRMER A A
(Shanghai Jude Electronic Technology Co. Ltd.*) to
reach a mediation agreement.

On 15 January 2010, F/BERERGRE QA
(Shanghai Shengrui Electrical Appliances Co., Ltd.*)
lodged a civil petition with the People’s Court of
People’s Court of Futian District, Shenzhen City,
Guangdong Province against Tonic Technology
(Shenzhen) Limited seeking a judgment on an
outstanding sum of RMB502,785.70 together with
interest thereon accruing from 31 December 2009
in relation to the electronic goods supplied and the
legal cost. Tonic Technology (Shenzhen) Ltd. is in
negotiations with /&2 InE2E AR A7 (Shanghai
Shengrui Electrical Appliances Co., Ltd.*) to reach a
mediation agreement.
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For the year ended 31 March 2010
HBE_ZF—ZFFE=ZA=+—HIFE

45. LITIGATIONS (continued)

(n)

(o)

Tonic Technology (Shenzhen) Ltd. (3R 1 &£ (R

J1)E R 2 7)) (continued)

Civil petitions (continued)

(xxi) On 27 January 2010, ¥ IHBE T AR A A
(Zhejiang Zhongwen Electronics Co., Ltd*) lodged
a civil petition to the People’s Court of Futian,
Shenzhen, Guangdong Province against Tonic
Technology (Shenzhen) Limited seeking a judgment
for an outstanding sum of RMB697,466 in relation
to the goods supplied. Tonic Technology (Shenzhen)
Ltd. is in negotiations with A THREFHR A F]
(Zhejiang Zhongwen Electronics Co., Ltd.*) to reach
a mediation agreement.

Dongguan Xin Lian Digital Technology Co., Ltd.
(REEBHHBEREBRAR)

On 14 May 2010, S##HEEM)BER A A (Gaoxin Tin
(Huizhou) Company Limited*) and Dongguan Xin Lian
Digital Technology Co., Ltd. reached a civil mediation
agreement (document number: (2010) R —£AR —#]F
% 1535%) pursuant to which Dongguan Xin Lian Digital
Technology Co., Ltd. shall repay a sum of RMB400,000,
inclusive of the legal cost of RMB3,804, to = #1#5 (=
AR A A (Gaoxin Tin (Huizhou) Company Limited) and
court fees in sum of RMB5,900 to the court. On the other
hand, S5 %2GEMBER A A (Gaoxin Tin (Huizhou)
Company Limited*) shall refund a sum of RMB29,334 to
Dongguan Xin Lian Digital Technology Co., Ltd.

*  The English name is for identification purpose only

At 31 March 2010, trade and other payables of approximately
HK$96 million have been recorded for the above litigations. At
the approval date of these financial statements, the concerned
parties are to attend to resolve interlocutory matters before
these cases are to be fixed. The Group has also been in
discussion and negotiation with certain plaintiffs to reach
an accommodation with those claimants and to explore the
possibility of seeking a forbearance of the Group’s payables.
Accordingly, in the opinion of the Directors, no additional
provision for litigation is considered necessary.

RNREERARAT
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46. RELATED PARTY TRANSACTIONS 46.
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 current
and prior year:

(a) Under the terms of the Group’s general banking facility,
the chairman of the Company, Mr. Ling Siu Man,
Simon, being the single largest shareholder, is required
to maintain at least 40% of the beneficial interests in
shareholdings in the Company.

(b) On 16 June 2008, the Group entered into a conditional
sale and purchase agreement with the spouse and
daughter of Mr. Ling Siu Man, Simon, a director of the
Company, (“Purchasers”), for the disposal of a director
quarter, which is currently occupied by Mr. Ling for his
residential purpose, at cash consideration of HK$34
million. Since the Purchasers are close family members
of Mr. Ling and the consideration is greater than HK$10
million, the proposed disposal transaction constituted a
non-exempted connected transaction for the Group. The
above transaction was disclosed in the announcement of
the Group dated 16 June 2008 and was approved by the
independent shareholders at the extraordinary general
meeting on 28 July 2008 pursuant to the requirement
under Chapter 14A of the Listing Rules.

The above transaction was completed 29 July 2008 and
a gain of approximately HK$29 million arising from the
disposal of a director quarter was recorded by the Group
for the year ended 31 March 2009.

(c) Compensation of key management personnel of the

BEALRES

BREA R R E B D PRI R 5 R A B4
Sh - REERAFEREFESR TIIH
BALREERS

(a) REAKEZ —RRITEEGRR
ARBEFERE—RABRREDIX
FTEBARAR R B BAEER & D40%

M EFR S

(b) A== NFXA+A &EHE
BANBEREDNEEZRBR
ZR([BEF DB G EE W
% ' LAIR & (8% % 34,000,000
THERRREDXEEEEER
BREAZEEBEE -HREFA
EEEZIE  AREBLBE
10,000,0007C * BEZTLERHHE
AEE 2 TERCHERS - £
MRPERAEBHHAE-ZTZEN
FERNATRBZAGHETE - WRE
ETARRE1AAE Z R EEB IR
RRAZEENFLA=-TNBHHE
REFRIARE EHUAE

x5 ER =T N\F+ A
ZHNBRER AEEREECT
TNE=A=+—HILFEAHE
EEFEEHGH78%29,000,0007T
ZURES o

() AEEIEEBABZMHE:

Group:

2009
—ETNEF
HK$'000
BB T T
Short term employee benefits R EEE =R 12,727
Post-employment benefits BB 12 48 A 455

Total compensation paid to ENEZERABSRERTE
key management personnel 13,182
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46.

47.

48.

49.

RELATED PARTY TRANSACTIONS (continued)

(c) (continued)
Further details of directors’ emoluments are included in
note 14 to the financial statements.

(d) Details of the Group’s amounts due to the Directors are
included in note 35 to the financial statements.

EVENTS AFTER THE REPORTING PERIOD
Subsequent to the end of the reporting period, there are
recent development on the Group’s financial restructuring and
outstanding litigations, and the details of which are stated in
note 2 and 45 to the financial statements, respectively.

COMPARATIVE FIGURES

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

In addition, the provision against inventories and loss on
auctions of sequestrated inventories, which was included in
cost of sales in prior year, has been separately disclosed on the
face of the consolidated income statement. Accordingly, the
related comparative figure has been reclassified to conform
to the current year's presentation. As the Directors consider
that the new classification of the accounting item is more
appropriate to reflect the financial results of the Group.

APPROVAL OF FINANCIAL STATEMENTS
The financial statements were approved and authorised for issue
by the board of directors on 27 July 2010.

RABEEZERARAF
—T-TrER
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FIVE YEAR FINANCIAL SUMMARY

AFMBERBE

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.

RESULTS

2010
22 =

HK$°000

BETT

NTRARERERLEMBERZFE B
ERBEHSZE  HFEERTIRHEEETIBRL
BRMBRE  YEFHBEED EFH
£ o

Year ended 31 March

HE=A=t-HLEE
2009 2008 2007 2006
TTNFE —TTNF —TTLFE —TTRF
HK$'000 HK$'000 HK$'000 HK$'000
BT T BT T T BT

CONTINUING OPERATIONS BHESEEK

REVENUE WA Cseers 2,055,805 2,120,846 2,316,557 2,141,160
PROFIT/(LOSS) BEFORE TAX BRANER(E8) LSRN (152,458) 12,014 21,725 15,869
Income tax FiE®: 14,982 (140) (13,515) (6,760) 90
PROFIT/(LOSS) FOR THE YEAR HEKREER
FROM CONTINUING RERHF,
OPERATIONS (E8) L0l (152,598) (1,501) 14,965 15,959
DISCONTINUED OPERATION CRIEREER
Profit/(loss) for the year from BRIEEEER
discontinued operation RERLHN,/(B1R) (22,289) 7,186 9,047 2,651
PROFIT/(LOSS) FOR THE YEAR REFRN(BB) AL (174,887) 5,685 24,012 18,610
ASSETS AND LIABILITIES EENEE
At 31 March
R=B=+—8H
2010 2009 2008 2007 2006

ZTNE ZTTN\FE ZTTHF TTRF
HK$ 000 HK$'000 HK$'000 HK$'000
BT BB BT BB

245569 1,717,475 1,483,583 1,520,653

TOTAL LIABILITIES EfEHRE bl (858,889) (1,155,725)  (942,213) (1,012,587)

—E-ZF
HK$'000
BETT

TOTAL ASSETS BEELE 436,134
Net assets/(liabilities) BE/(AE)FE (423,310)

386,680 561,750 541,370 508,066
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PROPERTIES HELD BY THE GROUP

REBIFH2WF

31 March 2010
—E-FFE=F=+—H

Particulars of properties held by the Group as at 31 March 2010 are
as follows:

PROPERTY INTERESTS HELD BY THE GROUP IN
HONG KONG

1. Unit B on 10th Floor,
Summit Building,
30 Man Yue Street and
21-23 Tai Wan Road, Hung Hom,
Kowloon, Hong Kong

BB

i

AR R 3098 &
KRIRE2152358
FENE
101EBENL

2. Lorry Car Parking
Spaces Nos. 7, 8, 9 and 10 on 1st Floor
Summit Building,
30 Man Yue Street and
21-23 Tai Wan Road, Hung Hom,
Kowloon, Hong Kong

BE

e
AL R A H 3058 2
KIRIE21 2235}
iEEN
11857 - 8- 9% 1058
HEIREA

ROBXEEZERERAHF
—T-TFFH

AEER-T-BEZA=+—ARAZY
EHMMT -

REBEEBHAEZYFEER

Type Lease term
B bk
Industrial Medium
I% Gk

Car park Medium
B R HA
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PROPERTIES HELD BY THE GROUP
AEERAEZYEF

31 March 2010
—EFE-FTFE=ZH=+—H

PROPERTY INTERESTS HELD BY THE GROUP IN

HONG KONG (continued)

146

Type
BE

Private Car Parking Car park
Spaces Nos. 10, 14, 21 and 22 on Basement

Summit Building,

30 Man Yue Street and

21-23 Tai Wan Road, Hung Hom,

Kowloon, Hong Kong

BE B
-

AL R A H3058 2

KIRIE21 22358

BERNE

HEESE10 - 14~ 21 % 225%

FLREHE N

rEBEREBRRZNEER @)

Lease term
bk

Medium

Gk
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PROPERTIES HELD BY THE GROUP —
AEERAEZYEF

31 March 2010
—EFE-FTFE=ZH=+—H

PROPERTY INTERESTS HELD BY THE GROUP IN THE AEEAEHEHIFE 2 EELS
PRC

Type Lease term

BE R

4. A factory complex Industrial Medium
located at Jiangyuan Road
Shitanpu Administrative Zone
Tangxia Town,
Dongguan City
Guangdong Province
The PRC

IR BT T% A
BRE

R

EEE

TR

EEHERERE Y

HATEE

5. A factory complex located at Industrial Medium
Zhenhua Industrial District
Qishi Town,
Dongguan City
Guangdong Province
The PRC

AL HA R I AR R
BRA

R

A

RETER

A TR

RABXZRERAT
—T-TrER 147



PROPERTIES HELD BY THE GROUP
REEEREZYE

31 March 2010
—EFE-FTFE=ZH=+—H

PROPERTY INTERESTS HELD BY THE GROUP IN THE AREEBEFREGE 2YEER (B)
PRC (continued)

Type Lease term
B HH

6. Unit A805 Industrial Medium
Tiananchuangxin Technology Square
Futian District
Shenzhen City
Guangdong Province
The PRC
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7. A factory complex located at Industrial Medium
the Industrial Area No. Two
in Huangjiabo Village
ShiPai Town, Shi Pai
Dongguan City
Guangdong Province
The PRC
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