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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

During the year under review, the Group’s revenue
decreased by 64.7% to HK$750.2 million (2011:
HK$2,126.5 million). The results of the Group for the year
ended 31 March 2012 are set out in the consolidated
income statement.

FINANCIAL REVIEW

Revenue

For the year ended 31 March 2012, the Group recorded
revenue of HK$750.2 million (2011: HK$2,126.5 million),
representing a decrease of 64.7% compared to the
previous year. The decrease was mainly attributable to the
de-consolidation of the Group’s operations in the PRC.

Gross profit reduced by 84.7% to approximately HK$115.4
million (2011: HK$756.8 million).

Loss Attributable to Equity Holders of the Company
The Group’s loss attributable to equity holders of the
Company for the year ended 31 March 2012 was
HK$2,152.7 million, compared to profit attributable to
equity holders of the Company of HK$466.9 million for
2011. The substantial loss was principally attributable
to loss on de-consolidation of certain subsidiaries of
the Group (the “De-consolidated Subsidiaries”); and
impairment of amounts due from the De-consolidated
Subsidiaries.

Liquidity and Financial Resources

As at 31 March 2012, the Group had cash and cash
equivalents of approximately HK$748.4 million (2011:
HK$1,494.1 million). Short-term bank borrowings and total
bank borrowings of the Group with floating rates amounted
to approximately HK$30.1 million as at 31 March 2012
(2011: HK$131.1 million). The effective interest rate for
short term borrowings was 2.35% per annum (2011: 5.87%
per annum).

The gearing ratio, which is calculated as total debt
(including current and non-current borrowings) divided by
total equity, was 2.1% as at 31 March 2012 (2011: 3.4%).
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As at 31 March 2012, the Group had net current assets
of approximately HK$1,284.4 million, as compared to net
current assets of approximately HK$2,020.8 million as at
31 March 2011. The current ratio of the Group was 14.04
as at 31 March 2012 as compared to 6.69 as at 31 March
2011.

Foreign Exchange Exposure

The Group mainly operates in Hong Kong with most
of its sales denominated in United States dollars and
Hong Kong dollars. Most of the raw materials purchases
are denominated in Hong Kong dollars. Furthermore,
most of the Group’s monetary assets and liabilities are
denominated in Renminbi, United States dollars and Hong
Kong dollars.

For the year ended 31 March 2012, the Group recorded
a net foreign exchange gain of HK$29.2 million (2011:
HK$18.7 million). The Group has not used any forward
contracts, currency borrowings or other means to hedge
its foreign currency exposure.

Pledge of Assets

Short-term bank borrowings of HK$28.8 million (2011:
HK$129.5 million) were secured by corporate guarantees
by certain subsidiaries as of 31 March 2012 and the
restricted bank deposits amounted to HK$0.9 million
(2011:Nil) were pledged to a supplier to secure material

supply.

Capital Structure
Details of the capital structure of the Company are set out
in Note 27.

Contingent Liabilities
The Group has no material contingent liabilities as at 31
March 2012.

Employees

As at 31 March 2012, the Group had approximately 200
employees employed in Hong Kong. Employee costs,
excluding directors’ emoluments, totalled HK$41.4 million
for the year (2011: HK$79.7 million). All of the Group
companies are equal opportunity employers, with the
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selection and promotion of employees based on suitability
for the position offered. The Group operates a defined
contribution mandatory provident fund retirement benefits
for its employees in Hong Kong. The Company has also
adopted a share option scheme on 11 March 2010. During
the year under review, no share option was granted. The
Group did not experience any significant labour disputes
or substantial changes in the number of employees that
led to any disruption of its normal business operations.

PROSPECTS

The Group has a solid foundation in waste recycling
business in Hong Kong and China. Although the Group
has recently experienced internal control deficiency, the
solid track record and business foundation of the Group
has not been shaken. The Group’s management continues
to be very confident in its waste recycling business model
and believes its profitability potential has yet to be fully
explored and realised. While pursuing the continuous
growth of our business, the Group’s management is
committed to continue to improve and strengthen its
internal control methodologies and operational systems so
as to enable the Group to cope with external challenges in
the current turbulent economic environment.

In future, the Group will continue to operate the core
businesses of the Group, namely (i) waste collecting
and packaging depots in Hong Kong; (ii) provision of
confidential materials destruction services (“CMDS”)
in Hong Kong; and (iii) marketing and selling of tissue
paper products in Hong Kong, Macau and other overseas
countries.

The Group currently operates more than 10 waste
collecting and packaging depots in Hong Kong and the
waste paper processing capacity is more than 250,000
tons per annum. The Group will continue with its provision
of leading CMDS in Hong Kong through its factory in
Hong Kong which is accredited with AAA by the National
Association for Information Destruction, Inc. for plant-
based operation. The Group’s existing CMDS customers
include most of the trans-national financial institutions,
government bodies, and printing companies, etc.
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Making use of its well established network and operation
experience, the Group will continue marketing and selling
of both virgin pulp and recycled tissue paper products
in Hong Kong, Macau and other overseas countries to
sustain a stable cash flow for further exploration of any
waste recycling business opportunities.

As part of the Group’s expansion plan disclosed in the
prospectus of the Company in 2010, the Company has
undertaken to develop a workshop and office in Tseung
Kwan O (“TKQO”"), Hong Kong to facilitate (a) the logistics
of its recycling business; (b) the establishment of the
converting process facilities for paper product business;
(c) the expansion of the confidential materials destruction
facilities; (d) the research and development of the
advanced waste recycling technology; and (e) the office
and administrative functions. Upon completion of the TKO
facilities, the CMDS handling capacity of the Group will
substantially increase from the present 2,200 tons per
month to more than 4,000 tons per month afterwards. The
converting process facilities for paper product business
in the TKO facilities will also create an additional income
source for the Group, thus allowing the Group to have a
more secured and balanced income. With the centralized
office and administrative functions at the TKO facility,
a greater operational efficiency and cost savings are
expected, which would contribute positively to both the
financial and operational performance of the Group. With
the advanced research environment in the TKO facilities
and the experienced management team, the Group will
further expand its waste recycling business from solely
waste paper recycling to various solid wastes recycling
including waste plastic, waste electrical appliances and
waste chemicals in Hong Kong and other regions.

With the Shareholders’ strong support in the business and
financial aspects, the Group will be able to reinforce its
foundation in waste recycling and horizontally expand its
business scope.

DIVIDEND

The Board does not recommend the payment of any
dividend in respect of the year ended 31 March 2012
(2011: Nil).
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DIRECTORS AND SENIOR MANAGEMENT

NON-EXECUTIVE DIRECTORS

Chairman

Mr. Cheng Chi Ming, Brian, aged 30, is the Chairman,
a Non-executive Director and a member of the audit
committee of the Company. He joined the Group in
January 2011. Mr. Cheng obtained a bachelor's degree
in science from Babson College in Massachusetts, U.S.A.
in 2005. Mr. Cheng is an executive director of NWS
Holdings Limited, a company listed on the main board of
the Stock Exchange (stock code: 659) and a director of
certain subsidiaries of NWS. He is also a non-executive
director of Haitong International Securities Group Limited
(stock code: 665), Freeman Financial Corporation Limited
(appointed on 19 January 2011, stock code: 279) and
Newton Resources Ltd. (stock code: 1231), all of which are
listed on the main board of the Stock Exchange. Mr. Cheng
is a director of Sino-French Holdings (Hong Kong) Limited,
Sino-French Energy Development Company Limited, The
Macao Water Supply Company Limited and a director of
a number of companies in China. From 2005 to 2007, Mr.
Cheng worked as a research analyst in the Infrastructure
and Conglomerates sector for CLSA Asia-Pacific Markets.
He is the grandson of Dato’ Dr. Cheng Yu Tung, who is a

substantial shareholder of the Company.

Mr. Tsang On Yip, Patrick, aged 41, is a Non-executive
Director and a member of both the remuneration
committee and the nomination committee of the Company.
He joined the Company on 1 November 2012. Mr. Tsang
obtained a bachelor’'s degree in Economics from Columbia
College of Columbia University in New York, USA in 1994.
Mr. Tsang is a director of Cheng Yu Tung Foundation
Limited and Chow Tai Fook Enterprises Limited. He has
over 20 years of international capital markets experience,
and was most recently managing director, head of Asia
Fixed Income Capital Markets at Deutsche Bank AG, Hong
Kong Branch, where he worked from 2003 to 2012. Mr.
Tsang’s spouse is a granddaughter of Dato’ Dr. Cheng Yu
Tung, who is a substantial shareholder of the Company
and a cousin of Mr. Cheng Chi Ming, Brian, who is a non-

executive director and chairman of the Company.

EEREREERE
FHTES

E:1

BEBLLE 3058 RERF  FATEFTRARFA
BEREZEGKE - KR -T——F—AMMBALREHE -
BEEAR _ZTZAFNEEBRSEZENCHHRE
BrIR 2 8+ BT - B A R TR LT AFH
BIZEREARAR (BMDAIR : 659) CHITEF R
AEETHERARZES - RARMIMER LT
ARABRERESEEAR AR (BMHRR : 665)
REGEEBRERARN (R _T——F—A+NLAE
RE - BRI 279) RHFBERER QA (MK
5% 1281) ZHFRTEF - BERER/PIEER(F
B)BRRAR - FIARRREGRAR R B HK
BNERAREBEAZHARZESE - R _FFh
FE_ZFTLF HBEECREFEFERAAD
K@ mis 2 22 NI B EBRATOMED - RABA
RATERREBELREIBELZHER -

BRERE 415 RIFVTEF  AREFMHE
BEgMiR2ZEENEBE - BRANR T ——F+—
A—BMAXRE - BEAER-NANEFEERE
BANTMLEAPTRLEEBR  HHEKHEES
TEU BERERBRYAZESARAALAKX
BEEERARWNES - WRNBEREAT S RIER
0FMRR - NR_TT=F2_FT——F  FRE
BEORITEABDITER BB AZTHNEFTAL
BROMEETREZEATSEE - BAEZEBR
SEBMPYEL (RARRZIERR) WINEL R
ARBFATESHRIFEBSALLEZRE -

BIMEEZERARAR « —F——FFRH

9



10

EXECUTIVE DIRECTORS

Chief Executive Officer

Mr. Suen Wing Yip, aged 53, is an Executive Director
and chief executive officer of the Company. He joined
the Company on 1 March 2012. He has over 25 years of
experience in consumer goods and foodservice industry.
From December 1985 to February 1999, Mr. Suen worked
in A.S. Watson & Company Limited from marketing
executive to director and general manager. From March
1999 to April 2003, Mr. Suen served as managing director
of the ice-cream and frozen food division of Unilever Hong
Kong Limited. From July 2003 to October 2006, Mr. Suen
served as board executive director and general manager
— sales and marketing of Tsit Wing International Holdings
Limited. From January 2007 to May 2009, Mr. Suen served
as director of food service division of Friesland Campina
(Hong Kong) Ltd.. Prior to joining the Company, he was
a director of Wah Cheong Company Ltd. from June 2009
to December 2011. Mr. Suen holds a bachelor degree
in marketing from the Washington State University, USA
and a master degree in business administration from the
University of Wisconsin, USA.

Chief Technical Officer

Mr. Lau Sai Cheong, aged 56, is an Executive Director,
chief technical officer and the general manager of
production and engineering of the Company. He joined
the Company on 16 July 2012. He has over 30 years of
experience in a wide variety of private and government
projects in Hong Kong, China and around Asia. From
September 1981 to May 1992, Mr. Lau worked in three
engineering consulting firms and two contractors
responsible for the design and project management of
various types of local and overseas projects. From June
1992 to August 1993, Mr. Lau worked in A. S. Watson &
Company, Limited handling their joint venture projects in
China and factory production management in Hong Kong.
Prior to joining the Company, Mr. Lau served in Hong
Kong Special Administrative Region Government from
September 1993 to June 2012. Mr. Lau holds a bachelor
of science honours degree in Electrical and Electronic
Engineering from Aston University, United Kingdom. Mr.
Lau is a Chartered Engineer and a member of Hong Kong
Institution of Engineers.
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Chief Financial Officer
Mr. Lai Hau Yin, aged 45,

chief financial officer of the Company. He joined the

is an Executive Director and

Company in May 2012. He is responsible for the financial
planning and all the accountancy and financial aspects of
the Group. Mr. Lai has over 20 years of experience in the
areas of audit and accounting. He is a fellow member of
the Hong Kong Institute of Certified Public Accountants,
the Australian Society of Certified Practicing Accountants
and the Taxation Institute of Hong Kong. From June 2008
to July 2010, Mr. Lai was the group financial controller and
company secretary in Zhongsheng Group Holdings Limited
(stock code: 0881). From September 2002 to October
2007, he was group financial controller in L.K. Technology
Holdings Limited (stock code: 0558). From February 2001
to June 2002, he was project controller of Carry Wealth
Holdings Limited (stock code: 0643), all of which are
companies listed on the Stock Exchange. Mr. Lai received
a Bachelor Degree in Business from Deakin University
of Australia in 1992, a Master Degree in Business
Administration from West Coast Institute of Management &
Technology in Australia in 2000, and a Master Degree in
Business Administration from The European University of
Ireland in 2001.

Chief Strategic Officer

Mr. To Chun Wai, aged 57, is an Executive Director and
chief strategic officer of the Company. He joined the
Company on 8 April 2013. He spent most of his career,
beginning in 1974, with the Hong Kong Police, rising up
the ranks to Assistant Commissioner of Police (Crime)
overseeing crime operations and policies of the Hong
Kong Police, until his retirement in 2011. He was awarded
the Police Meritorious Service Medal in recognition of his
long years of service and contribution to the Hong Kong
Society. From 2011 to 2012, he served as a part-time
tutor in public administration at The University of Hong
Kong. Mr. To has wide administrative and management
experience and holds a master degree of public

administration from The University of Hong Kong.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Chung Wai Kwok, Jimmy, aged 63, is an Independent
Non-executive Director and the chairman of the audit
committee of the Company. He joined the Group in March
2010. Mr. Chung has over 20 years of experience in
financial advisory services, taxation and management. He
was a partner of PricewaterhouseCoopers until he retired
in June 2005. In October 2005, he joined Russell Bedford
Hong Kong Limited, a professional consulting firm, as a
director in the tax and business advisory unit. Mr. Chung
is a member of the Hong Kong Institute of Certified Public
Accountants, the Taxation Institution of Hong Kong and the
Association of Chartered Certified Accountants (ACCA).
He was the President of the Hong Kong branch of ACCA
for the year 2005/06. He is currently an independent non-
executive director of Fittec International Group Limited
(stock code: 2662), Lee Kee Holdings Limited (stock code:
637) and Tradelink Electronic Commerce Limited (stock
code: 536), all of which are listed on the Main Board of the
Stock Exchange; and China World Trade Center Company
Limited (stock code: 600007), listed on the Shanghai Stock

Exchange.

Mr. Lee Kwok Chung, aged 49,
Non-executive Director and a member of each of the

is an Independent

audit committee, the remuneration committee and the
nomination committee of the Company. He joined the
Group in June 2010. Mr. Lee obtained a bachelor’s degree
in science from The Chinese University of Hong Kong in
1986 and a bachelor’'s degree in law from The University
of London in 1993. From August 1986 to April 1995, Mr.
Lee worked as a unit manager of The Prudential Assurance
Company Limited and was mainly responsible for sales
and marketing function. Mr. Lee joined Messrs. Weir &
Associates as a trainee solicitor in April 1995. He was
admitted as a solicitor of the High Court of the Hong Kong
Special Administrative Region in April 1997 and worked

with Messrs. Weir & Associates, Solicitors and Notaries
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between April 1997 and January 2008. Since January
2008, Mr. Lee has been a partner in Messrs. Lee & So,
Solicitors. Mr. Lee is also appointed a civil celebrant of
marriages for the period from 23 June 2011 to 22 June
2016. From September 2006 to August 2007, Mr. Lee was
the president of The Federation of Alumni Associations
of The Chinese University of Hong Kong. Since 2002,
he has been the chairman and a director of The Alumni
Association of the United College of The Chinese

University of Hong Kong Limited.

Mr. Lau Shun Chuen, aged 62, is an Independent Non-
executive Director and a member of both the remuneration
committee and the nomination committee of the Company.
He joined the Group on 1 October 2010. Mr. Lau has 37
years of experience in the banking industry in Hong Kong,
China and Canada. From August 1973 to April 1992, Mr.
Lau worked at the Bank of East Asia, Limited, holding
senior positions including head of business development,
head of branch operations, head of human resources
and head of corporate communications. From August
1992 to July 1994, Mr. Lau served as the senior credit
manager at the Toronto main office of Hongkong Bank of
Canada. Since August 1994, Mr. Lau joined Hang Seng
Bank Limited (*Hang Seng Bank”) and was appointed as
assistant general manager of Hang Seng Bank in January
2001. He held a number of senior positions in Hang Seng
Bank including head of personal financial services, head
of retail services and sales and head of relationship
management, commercial banking. He was responsible for
commercial banking business of Hang Seng Bank in China
since November 2006 and later also its network in Northern
China. Mr. Lau acted as the deputy chief executive of
Hang Seng Bank (China) Limited before his retirement
in July 2010. Mr. Lau obtained a Bachelor of Science
degree from the University of Hong Kong in July 1973.
He is a Fellow of the Chartered Institute of Bankers and
a Fellow of the Hong Kong Institute of Bankers. He was a
former director of EPS Company (Hong Kong) Limited and

TransUnion Limited.
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COMPANY SECRETARY

Mr. Ng Wai Kei was appointed as company secretary
of the Company on 26 March 2012. Mr. Ng is a member
of both the Hong Kong Institute of Certified Public
Accountants and the Institute of Chartered Accountants
in England and Wales. He has over 15 years’ experience
in auditing, accounting and financial management. Mr.
Ng had worked for one of the Big Four international
accountancy firms and a number of listed companies in

Hong Kong.

SENIOR MANAGEMENT

Chief Operating Officer

Mr. Yu Hoi Shan, Daniel, joined the Company as Group
General Manager — Sales & Marketing in May 2012, and
subsequently appointed as Chief Operating Officer in
October 2012. His major duties include an overall sales &
marketing activities, strategic account development, joint
venture project, feasibility study, and strategic innovation
task force for business units of waste paper, CMDS, and
tissue paper product within the Group. He has over 20
years of senior management experience in both OEM and
ODM manufacturing business for the global marketplace of
North America, Europe, Australia, Japan and the Greater
China Region. Prior to joining the Company, he was a
director of sales and marketing in Simatelex Manufactory
Company Limited, senior vice president in LeverStyle, and
a senior manager in TAL Apparel Limited and sales and

marketing manager of Alcan Asia Limited.

Mr. Yu was graduated from the Hong Kong University with
Bachelor of Science in Industrial Engineering in 1982 and
is a senior member of Institute of Industrial Engineers since
1991. He also completed the Management Development
Program for Executive from Poon Kam Kai Institute of

Management, the Hong Kong University in 2006.
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Chief Legal and Compliance Officer

Mr. Kot Koon Yu, Eric, joined the Company as General
Manager of Legal Services in May 2012, and subsequently
appointed as Chief Legal and Compliance Officer in
September 2012. He is responsible for full-spectrum of
legal and compliance issues, ensure the Company in line
with the internal policy and relevant regulations. Mr. Kot
has over 20 years of solid and professional experience
in conveyancing and general legal services. From March
1991 to April 1994, Mr. Kot was a conveyancing manager
in Edward Wong & Ng, Solicitors. From May 1994 to March
1997, he was a director of The Informatics. From March
1997 to August 2006, he was a manager of Wong and
Poon, Solicitors. From August 2007 to July 2009, he served
as a trainee solicitor in Kelvin Cheung and Co., Solicitor.
Prior to joining the Company, he was an assistant solicitor
in Kelvin Cheung and Co., Solicitors from October 2009 to
May 2012.

Mr. Kot is a solicitor of the High Court of Hong Kong and
holds Bachelor Degree of Law respectively from Peking
University and University of Wolverhampton, UK and a
Master Degree of Arts in Economics from State University
of New York, U.S.A.

General Manager, Waste Paper and CMDS

Mr. Chan Chi Shing joined the Company as Deputy
General Manager of Waste Paper sector in May 2012
and was appointed as General Manager of Waste Paper
and CMDS sector in August 2012. He has over 20 years
of solid experience in food and beverage, retail and
hospitality industries. He has served as various operation
positions in different well-known corporations, including
YMCA Hong Kong, Hong Kong lIsland Shangrila Hotel,
KFC Group, Healthworks (Holdings) Company Limited
and Croissant de France. Prior to joining the Company, he
worked from a sales development manager to group food
service business director of Tsit Wing Coffee.

Mr. Chan was graduated from The Hong Kong Polytechnic
University with Higher Diploma in Hotel and Catering
Management and has been awarded the Certificate in
Internal Change Agent Program from The University of
Hong Kong.
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General Manager, Investor Relations

Mr. Sin Lik Man joined the Company as General Manager
of Investor Relations in June 2012 and he is responsible
for formulating investor relation strategies and managing
the relations with the shareholders and stakeholders on
behalf of the Company. Mr. Sin has more than 10 years
of experience in financial control, corporate finance,
capital market relations and corporate governance
practice through his past working history. Mr. Sin served
as an auditor at one of the Big Four accounting firms
from September 2000 to April 2003. From May 2003 to
September 2005, Mr. Sin served as an accounting services
officer of HSBC International Trustee Limited, responsible
for preparing the financial accounts, and internal audit
officer of Delta Asia Financial Group, responsible for
performing internal audit and preparing internal audit
report. During April 2006 to May 2010, Mr. Sin was a
senior finance manager of a subsidiary and an associated
company of Norstar Founders Group Limited (stock code:
2339), a company listed on the Main Board of the Stock
Exchange, responsible for the overall finance and treasury
functions and also provided technical supports to financial
control and corporate governance. Prior to joining the
Company, Mr. Sin served as a company secretary and
authorized representative of West China Cement Limited
(stock code: 2233), a company listed on the Main Board
of the Stock Exchange. Mr. Sin also currently serves an
independent non-executive director of Huili Resources
(Group) Limited (stock code: 1303), a company listed on

the Main Board of the Stock Exchange since January 2012.

Mr. Sin received a bachelor's degree of Business
Administration, with a major in accounting from Hong Kong
University of Science and Technology in November 2000
and further received a master's degree in accounting
from Curtin University of Technology, Australia in April
2007. Mr. Sin is a fellow member of the Hong Kong
Institute of Certified Public Accountants (HKICPA) and a
fellow member of the Association of Chartered Certified
Accountants (ACCA).
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The Board hereby submit its annual report together with
the audited consolidated financial statements of the Group
for the year ended 31 March 2012.

PRINCIPAL ACTIVITIES AND
GEOGRAPHICAL ANALYSIS OF
OPERATIONS

The principal activity of the Company is investment
holding. The principal activities of the Company’s
subsidiaries as at 31 March 2012 are set out in note 29 to

the financial statements.

An analysis of the Group’s performance for the year by
operating segments is set out in note 5 to the financial

statements.

RESULTS AND APPROPRIATIONS

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

consolidated income statement on page 73.

RESERVES

Details of the movements in the reserves of the Group
and of the Company during the year are set out in the
consolidated statement of changes in equity on pages
75 to 76 and in note 28 to the financial statements

respectively.

DONATIONS

Charitable and other donations made by the Group during
the year amounted to approximately HK$63,000 (2011:
HK$5,351,000).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment
of the Group are set out in note 16 to the financial

statements.
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SHARE CAPITAL

Details of the movements in share capital of the Company
are set out in note 27 to the financial statements.

DISTRIBUTABLE RESERVES

The Company’s reserves available for distribution
comprise the share premium account and retained
earnings. At 31 March 2012, the reserves of the
Company available for distribution to Shareholders
amounted to approximately HK$2,262,582,000 (2011:

HK$2,942,578,000).

DIVIDEND

No dividend has been paid or declared by the Company
during the year (2011: Nil)

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s articles of association (the “Articles of
Association”) or the laws of the Cayman Islands, which
would oblige the Company to offer new shares of the
Company on a pro- rata basis to existing Shareholders.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of
the Group for the last five financial years is set out on page
184.

PURCHASE, SALE OR REDEMPTION
OF SHARES

During the year, the Company repurchased 48,108,000
ordinary shares of the Company on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) at
an aggregate consideration of HK$82,984,000. The
repurchases were effected by the directors of the
Company (the “Directors”) for the enhancement of
Shareholders’ value.

Fook Woo Group Holdings Limited ® Annual Report 2012
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In September 2011,
aggregate of 17,880,000 ordinary shares of the Company

the Company repurchased an

on the Stock Exchange. The highest repurchase price was
HK$1.55 per share, and the lowest repurchase price was
HK$1.48 per share, with a total payment of approximately
HK$27,114,000.

In October 2011, the Company repurchased an aggregate
of 30,228,000 ordinary shares of the Company on the
Stock Exchange. The highest repurchase price was
HK$1.88 per share, and the lowest repurchase price was
HK$1.71 per share, with a total payment of approximately
HK$55,870,000.

All the ordinary shares of the Company repurchased in
the financial year ended 31 March, 2012 were cancelled
during the financial year. The premium of approximately
HK$78,173,000 paid on the repurchased shares of the

Company was debited to the share premium account.

Apart from the above, neither the Company nor any
of its subsidiaries had purchased or sold any of the
listed securities of the Company during the year and
the Company has not redeemed any of its shares of the
Company during the year.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed
from Wednesday, 19 June 2013 to Friday, 21 June 2013,
both days inclusive, during which period no transfer of
shares of the Company will be registered. In order to be
eligible for attending and voting at the 2012 annual general
meeting of the Company to be held on Friday, 21 June
2013, unregistered holders of shares of the Company
should ensure that all transfer documents accompanied
by the relevant share certificates must be lodged with
the Company’s Branch Share Registrar in Hong Kong,
Computershare Hong Kong Investor Services Limited
at Shops 1712-1716, 17th Floor,

Queen’s Road East, Wanchai, Hong Kong for registration

Hopewell Centre, 183

not later than 4:30 p.m. on Tuesday, 18 June 2013.
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DIRECTORS

The Directors since 1 April 2011 to the latest practicable

date prior to the printing of this report, were:

Executive Directors
Mr. Suen Wing Yip
(appointed on 26 March 2012)
Mr. Lau Sai Cheong
(appointed on 16 October 2012)
Mr. Lai Hau Yin
(appointed on 1 November 2012)
Mr. To Chun Wai
(appointed on 8 April 2013)
Mr. Leung Tat Piu
(resigned on 6 June 2012)
Mr. Cheng Chun Keung, Thomas
(resigned on 7 October 2011)
Mr. Alan Ing
(appointed on 7 October 2011
and resigned on 18 April 2012)
Ms. Li Zhe
(appointed as non-executive Director
on 26 March 2012,
re-designated as executive Director on
2 April 2012, re-designated as
non-executive Director on 16 October
2012 and resigned on 17 January 2013)
Mr. Leung Kai Kuen
(re-designated as non-executive Director
and ceased to be the chairman of the Board
on 30 April 2012 and removed as Director
on 7 June 2012)
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Non-executive Directors
Mr. Cheng Chi Ming, Brian (Chairman)
(appointed as the chairman of the Board on
16 October 2012)
Ms. Li Zhe
(appointed as non-executive Director on 26 March 2012,
re-designated as executive Director on
2 April 2012, re-designated as
non-executive Director on 16 October
2012 and resigned on 17 January 2013)
Mr. Tsang On Yip, Patrick
(appointed on 1 November 2012)
Ms. Cheung Nga Lai, Carol
(resigned on 1 November 2012)
Mr. Pei Cheng Ming, Michael
(resigned on 30 April 2012)
Mr. Law Siu Wah, Eddie
(appointed on 14 November 2011
and resigned on 26 March 2012)
Mr. Leung Kai Kuen
(re-designated as non-executive Director
and ceased to be the chairman of the Board
on 30 April 2012 and removed as Director
on 7 June 2012)

Independent non-executive Directors
Mr. Chung Wai Kwok, Jimmy
Mr. Lee Kwok Chung
Mr. Lau Shun Chuen
(appointed as the non-executive acting chairman of
the Board on 30 April 2012 and resigned as
the non-executive acting chairman of the Board on
16 October 2012)
Mr. Chan Kong
(resigned on 26 March 2012)

Pursuant to Article 108 of the Articles of Association, Mr.
Chung Wai Kwok, Jimmy and Mr. Lee Kwok Chung shall
retire by rotation at the 2012 annual general meeting of
the Company. According to Article 112 of the Articles of
Association, Mr. Suen Wing Yip, Mr. Lau Sai Cheong, Mr.
Lai Hau Yin, Mr. Tsang On Yip, Patrick and Mr. To Chun
Wai (appointed by the Board during the year) shall retire at

the 2012 annual general meeting of the Company. Except
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Mr. Lee Kwok Chung, all the above retiring Directors,
being eligible, offer themselves for re-election, at the
forthcoming annual general meeting of the Company. Mr.
Lee Kwok Chung, being eligible, has indicated that he
will not offer himself for re-election and will retire upon
conclusion of the 2012 annual general meeting of the
Company. Accordingly, the Board proposed that Mr.
Nguyen Van Tu, Peter be appointed as an independent
non-executive Director at the 2012 annual general meeting

of the Company.

The Directors being proposed for re-election at the
forthcoming annual general meeting have no service
contract with the Company, which is not determinable
by the Company within one year without payment of

compensation, other than statutory compensation.

DIRECTORS’ SERVICE CONTRACTS

For the year ended 31 March 2012, each of the Directors
entered into a service contract with the Company for an
initial term of three years from their respective date of
appointment, which might be terminated by not less than

three months’ notice in writing served by either party.

March 2012, Director
with the Company which

During the year ended 31
have no service contract
is not determinable by the Company within one year
without payment of compensation other than statutory

compensation.

BIOGRAPHICAL DETAILS OF
DIRECTORS AND SENIOR
MANAGEMENT

Brief biographical details of the existing Directors and
senior management of the Company are set out from

pages 9 to 16.
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REMUNERATION POLICY

During the year ended 31 March 2012, the remuneration
policy for the Directors and senior management members
of the Group was based on their experience, level
of responsibility and general market conditions. Any
discretionary bonus and other merit payments were linked
to the profit performance of the Group and the individual
performance of such Director or senior management
member of the Group. Details of the remuneration of
the Directors are set out in note 15 to the consolidated

financial statements contained in this report.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed in note 36 to the consolidated financial
statements about the Company’s share option scheme,
at no time during the year were rights to acquire benefits
by means of the acquisition of shares in or debentures of
the Company granted to any Directors or their respective
spouses or minor children, or were any such rights
exercised by them; or was the Company, or any of its
holding companies, subsidiaries or fellow subsidiaries
a party to any arrangement to enable the Directors to

acquire such rights in any other body corporate.

DIRECTORS’ INTERESTS IN
CONTRACTS

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

year.
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DIRECTORS’ INTERESTS IN SHARES

As at 31 March 2012, the interests and short positions
of each Director and chief executives of the Company in
the shares of the Company which (a) were required to be
notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the Securities and
Futures Ordinance (the “SFQO”); or
register required to be kept by the Company pursuant to

(b) were entered in the

Section 352 of the SFO; or (c) were required to be notified
to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) set out in the Rules
Governing the Listing of Securities on the Stock Exchange

(the “Listing Rules”) were as follows:

Name of Director Capacity

EEfR 51

Mr. Leung Kai Kuen
RITIETE PAYESIDE B 8 s

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

shares of the Company.
Note:
Mr. Leung Kai Kuen was deemed to be interested in these
785,100,000 shares of the Company which were held by City

Legend International Limited (“City Legend”), a corporation wholly

owned by Mr. Leung.
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Save as disclosed above, as at 31 March 2012, none of
the Directors or chief executives of the Company had
any interests or short positions in the shares, underlying
shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of
the SFO) as recorded in the register required to be kept
by the Company pursuant to Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code, nor had there been any grant
or exercise of rights of such interests during the year
ended 31 March 2012.

SHARE OPTION

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

31 March 2012, no share option had been granted.

As at the latest practicable date prior to the printing of
this annual report, the total number of shares available for
issue under the Share Option Scheme was 200,000,000
shares of the Company, which represented approximately
8.29% of the shares of the Company in issue as at that

date.

Particulars of the Share Option Scheme are set out in note

36 to the consolidated financial statements.
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SUBSTANTIAL SHAREHOLDERS’

INTERESTS IN SHARES

As at 31 March 2012, the following persons (other than
the Directors and chief executives of the Company) had
interests and short positions of 5% or more in the shares
of the Company as recorded in the register required to be

kept under Section 336 of the SFO:

Name of Shareholder

BRE®

City Legend
E 8%

Dato’ Dr. Cheng Yu Tung
EEBHPEL

Chow Tai Fook Nominee Limited
BAREREABRAF

Victory Day Investments Limited

Smart On Resources Ltd.

Firstrate Enterprises Limited

shares of the Company.

(1)  The interests of City Legend were also disclosed as the (1)
interests of Mr. Leung Kai Kuen, the beneficial owner of City

Note

H it

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

Capacity

g%

Beneficial owner

EmfiA A

Interest in controlled corporations
XEAE R

Interest in controlled corporations
X AEER
Beneficial owner

EmfiA A

Interest in a controlled corporation
XEAE RS

Beneficial owner

ESHEBA

Beneficial owner

ESHEBA

Legend, in the above section headed “Directors’ Interests in

Shares”.

(2) Smart On Resources Ltd. is wholly owned by Victory Day (2)
Investments Limited (a wholly owned subsidiary of Chow Tai
Fook Nominee Limited). Chow Tai Fook Nominee Limited is
wholly owned by Dato’ Dr. Cheng Yu Tung.
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15.19%
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Save as disclosed above, as at 31 March 2012, no person,
other than the Director whose interests and short positions
are set out in the section headed “Directors’ Interests in
Shares” above, had an interest or a short position in the
shares or underlying shares of the Company as recorded
in the register required to be kept by the Company
pursuant to Section 336 of the SFO.

CONNECTED TRANSACTIONS

Details of the Group’s related party transactions for the
year ended 31 March 2012 are set out in note 35 to the
consolidated financial statements, all of which constituted
connected transactions under Chapter 14A of the Listing
Rules, except for transactions with Huizhou Fook Woo
as disclosed in note 35 to the Consolidated Financial
Statements. Details are as follows:

A. Connected transaction which is exempted
from the independent shareholders’ approval
requirement, but subject to the reporting
and announcement requirements under Rule
14A.34 of the Listing Rules

On 31 October 2011, Fook Woo Promotion Limited
(“Fook Woo Promotion”) and Vibro (H.K.) Limited
(“Vibro”) entered into the Construction Agreement,
pursuant to which Vibro has agreed to provide to
Fook Woo Promotion construction services including,
among other things, the design and construction
of piled foundation works for the construction of
the proposed industrial development at subsection
3 of section S of Tseung Kwan O Town Lot No.
39 and extension for an aggregate consideration
of HK$75,000,000 which was satisfied in cash by
Fook Woo Promotion. Vibro is a non-wholly owned
subsidiary of New World Development Company
Limited in which Dato’ Dr. Cheng Yu Tung, together
with his family members, hold indirect controlling
interest. As Dato’ Dr. Cheng Yu Tung is a substantial
shareholder of the Company, Vibro is therefore
an associate of Dato’ Dr. Cheng Yu Tung and a
connected person of the Company. Accordingly,
the entering of the Construction Agreement between
Fook Woo Promotion and Vibro constitutes a
connected transaction of the Company under Chapter
14A of the Listing Rules.
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(i)

(ii)

Continuing connected transactions which

are exempted from the independent
shareholders’ approval requirement, reporting
and announcement requirements under Rule
14A.33(3) of the Listing Rules

Tenancy Agreement

The Group has leased the premises situated at Flat
A, 32nd Floor, Block 2, Parc Palais, 18 Wylie Road,
King’s Park, Kowloon with a gross floor area of 2,537
sq.ft. since 1 September 2004 for residential use as
the Group’s staff quarters. On 31 August 2009, Fook
Woo Waste Paper Company Limited, a member of
the Group, entered into a tenancy agreement with
China Gold Industries Limited, which is owned as to
approximately 99.99% by Ms. Tam Ming Luen and
0.01% by Mr.
Director, Mr.

Leung Ting Yu, the son of a former
Leung Kai Kuen, for a term of three
years at a monthly rental of HK$82,000 (exclusive
of management fees and government rates). The

agreement was terminated on 31 August 2011.

Provision of services by Fook Woo Waste
Paper Company

On 11 March 2010, the Company entered into a
service agreement with Fook Woo Waste Paper
Company, a sole proprietorship, pursuant to which
Fook Woo Waste Paper Company provided waste
paper management services to the Company at
the site of Dai Kwai Street, Tai Po, New Territories
at a monthly service fee of HK$80,000 for a term
of two years. Pursuant to the terms of the service
agreement, Fook Woo Waste Paper Company agreed
to provide such services to the Company exclusively
during the term of the service agreement. Fook Woo
Waste Paper Company is wholly-owned by Mr. Leung
Tat Piu, a former executive Director, and is therefore
an associate of Mr. Leung Tat Piu and a connected
person of the Company. The monthly service fee of
the service agreement was revised to HK$149,000
with effect from 1 July 2011. The agreement expired
on 11 March 2012 and service continues on monthly
basis from 11 March 2012 to 30 May 2013.
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(iii)

(iv)

(v)

Provision of services by Lai Wah Shipping
Company

On 11 March 2010, the Company entered into a
service agreement with Lai Wah Shipping Company
pursuant to which Lai Wah Shipping Company
provided waste loading services to the Company
at a monthly service fee of HK$82,000 for a term
of two years. Pursuant to the terms of the service
agreement, Lai Wah Shipping Company agreed to
provide such services to the Company exclusively
during the term of the service agreement. Lai Wah
Shipping Company is wholly-owned by Mr. Leung Kai
Kuen, a former Director and one of the controlling
shareholders of the Company, and is therefore an
associate of Mr. Leung Kai Kuen and a connected
person of the Company. On 1 August 2011, the
service agreement was renewed at a monthly service
fee of HK$156,000 with effect from 1 August 2011 for

a term of five years.

Service Agreements with Relevant Employees
The Company has entered into service agreements
with employees (the Relevant Employees) who are
connected persons of the Company to perform the

services within the Group.

Tenancy Agreement

The Group has leased the premise situated at House
10, Windsor Park, Nos. 2-88 Ma Ling Path, Kau To
Shan, Shatin as the former director’s quarter. On
20 October 2010, Fook Woo Waste Paper Company
Limited, a member of the Group, entered into a
tenancy agreement with Junway Investment Limited,
which is owned as to 100% by Ms. Tam Ming
Luen, for a term of two years at a monthly rental
of HK$75,000 (inclusive of management fees and
government rent and rates). The agreement was
terminated on 25 June 2012.
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Continuing connected transaction which is
exempted from the independent shareholders’
approval requirement, but subject to the
reporting and announcement requirements
under Rule 14A.34 of the Listing Rules

The Group has leased the premises situated at 3
Kui Sik Street, Fanling, New Territories (the “Fanling
Property”) for industrial and ancillary accommodation
purposes and as the Group’s headquarters in Hong
Kong from E&l Development Limited (“E&I”) since 1
April 2009. The Fanling Property has a gross floor
area of 4,369 sg.m. On 18 March 2009, Fook Woo
Waste Paper Company Limited, a member of the
Group, entered into a tenancy agreement with E&l
for a term of three years commencing from 1 April
2009 at a monthly rental of HK$250,000 (exclusive
of management fees and government rates). E&l is
owned as to 50% by Astoria Group Ltd. (“Astoria”)
and 50% by Inter-Oriental Investments Ltd. (“Inter-
Oriental”), both of which hold the issued shares in
E&I on trust for Mr. Leung Ting Yu (in the case of
Astoria) and Ms. Leung Hoi Ying (in the case of Inter-
Oriental), respectively. As Mr. Leung Ting Yu and
Ms. Leung Hoi Ying are the son and the daughter of
Mr. Leung Kai Kuen, a former Director and one of the
controlling shareholders of the Company, they are
therefore connected persons of the Company. The
agreement was renewed on 11 July 2011 with effect
on 1 April 2012 at monthly rental fee HKD 275,000
and will expire on 30 September 2014.

The independent non-executive Directors have
reviewed the above continuing connected transactions
and confirmed that each of the transactions has been
entered into:

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

(2) either on normal commercial terms or on terms
no less favourable to the Group than terms
available to or from independent third parties;
and
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(3) in accordance with the relevant agreements
governing them on terms that are fair and
reasonable and in the interests of the

shareholders of the Company as a whole.

The Company’s auditor was engaged to report on
the Group’s continuing connected transactions in
accordance with Hong Kong Standard on Assurance
Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note
740 "Auditor’s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules”,
issued by the Hong Kong Institute of Certified
Public Accountants. The auditor has issued a
letter containing his findings and conclusions in
respect of the continuing connected transactions
disclosed by the Group on page 30 of the Annual
Report in accordance with paragraph 14A.38 of the
Listing Rules. The auditor has included in his letter
an emphasis of matter paragraph stating that the
auditor is unable to determine whether there are
any undisclosed continuing connected transactions
entered into by the Group because, as disclosed in
Note 2.1 to the Company’s consolidated financial
statements as at and for the year ended 31 March
2012, EMEMEZEEGR AR (“Huizhou Fook Woo”),
one of the Group’s subsidiaries, has lost a substantial
portion of its books and records for the year ended
31 March 2012 and prior periods and, in addition, as
indicated in the auditor’s report on the Company’s
consolidated financial statements for the year ended
31 March 2012, other than the loss of the books and
records of Huizhou Fook Woo as mentioned above,
the auditor noted that there were inadequate or
incomplete documentary supporting in relation to
certain transactions and balances of the Group. A
copy of the auditor’s report has been provided by the
Company to the Stock Exchange.
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DIRECTORS’ INTERESTS IN
COMPETING BUSINESS

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

indirectly, with the business of the Group.

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

on by the Group.

Trump Max and Ms. Tam Ming Luen ceased to be
Controlling Shareholders after Trump Max transferred all of
its shares of the Company to City Legend on 11 July 2011.
City Legend and Mr. Leung Kai Kuen, the remaining
Controlling Shareholders, did not provide an annual
declaration on his/its compliance with the undertakings
contained in the Deed of Non-Competition undertaken by

them.

MANAGEMENT CONTRACTS

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

the year.
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MAJOR SUPPLIERS AND CUSTOMERS

The percentage of purchases for the year attributable to

the Group’s major suppliers are as follows:

38%
47%

« the largest supplier

« five largest suppliers in aggregate

The percentages of sales for the year attributable to the

Group’s major customers are as follows:

33%

« five largest customers in aggregate 64%

+ the largest customer

None of the Directors, their associates or any Shareholder
(which to the knowledge of the Directors owns more than
5% of the Company’s share capital) had an interest in

these major suppliers or customers.

SUFFICIENCY OF PUBLIC FLOAT

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

practicable date prior to the issue of this report.
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EVENT AFTER THE REPORTING
PERIOD

Commencement of liquidation of the De-
consolidated Subsidiaries

On 31 January 2013, Wealthy Peaceful Company Limited
(“Wealthy Peaceful”),

Group, commenced members’ voluntary liquidation, and

a wholly owned subsidiary of the

provisional liquidators were appointed on 31 January
2013. The liquidation involves the liquidation of Wealthy
Peaceful, and its wholly owned subsidiaries, namely
Golddoor Company Limited and Huizhou Fook Woo. The

liquidation is still in progress as at the date of this report.

Disposal of certain motor vehicles and a yacht,

and recognition of impairment loss arising from the
disposal

Between May 2012 and September 2012, the Group
disposed of certain motor vehicles and a yacht with total
cost of approximately HK$6,546,000 and HK$11,000,000
respectively. An impairment loss on property, plant
and equipment of HK$8,908,000 was recorded in the
consolidated income statement for the year ended 31
March 2012 based on their respective selling prices

subsequent to year end (2011: Nil).

AUDITOR

The financial statements have been audited by

PricewaterhouseCoopers.

On behalf of the Board

Cheng Chi Ming, Brian
Chairman
Hong Kong, 22 March 2013
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CORPORATE GOVERNANCE REPORT

The Board is pleased to present this Corporate Governance
Report in the Group’s annual report for the year ended 31
March 2012.

CORPORATE GOVERNANCE PRACTICES

The Company applied the principles and code provisions
set out in the Code on Corporate Governance Practices
(the “CG Code”) contained in Appendix 14 to the previous
Listing Rules.

The Company has complied with the code provisions set
out in the CG Code during the financial year ended 31
March 2012 save for the deviations from code provisions
A2.1, A.2.3, A54,A6.2 C.1.1,C.1.2,C.1.3 C.21,C22
and D.1.1.
practices of the Company as well as the particulars of the

Key corporate governance principles and

foregoing deviations and the reasons thereof are detailed
below.

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

A. THE BOARD

A.1 RESPONSIBILITIES AND DELEGATION

The Board,
was responsible for leadership and control of the

led by the chairman of the Company,

Company and oversaw the Group’s businesses,
strategic decisions and performance. The Board had
delegated to the senior management of the Company
the authority and responsibility for the day-to-day
management and operation of the Group. In addition,
the Board had established Board committees and
had delegated to these Board committees various
responsibilities as set out in their respective terms of
reference.
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ORPORATE GOVERNANCE REPORT

ALl

RES

BRWE

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

financial and operational matters.

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

systems.

Under code provisions A.6.2 and C.1.1 of the CG
Code, management has an obligation to supply the
board and its committees with adequate information
in a timely manner to enable it to make informed

decisions.

As some former members of the management in the
year ended 31 March 2012 have left the Company,
the present members of the Board are not in a
position to comment whether such former members
of the management discharged their duties to supply
the previous Board and its committees with adequate
information in a timely manner for the year ended 31
March 2012.

The principle underlying the code provisions
C.1.2 and C.1.3 is that the board should present a
balanced, clear and comprehensive assessment of

the issuer’s performance, position and prospects.
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While the Directors acknowledge their responsibility
to prepare the financial statements that give a true
and fair view of the state of affairs of the Group,
Shareholders are advised that the auditor of the
Company have informed the Company that they will
issue an adverse opinion in respect of the audited
consolidated financial statements of the Company for
the year ended 31 March 2012.

The Board was not aware of any material
uncertainties relating to events or conditions that
might cast significant doubt upon the Group’s
ability to continue as a going concern. The Board
has prepared the condensed consolidated annual

financial information on a going concern basis.

Code provision D.1.1 requires that when the board
delegates to management, it must give clear
directions as to the powers of the management, in
particular, with respect to the circumstances where
management should report back and obtain prior
approval of the board before making decisions or
entering into any commitments on behalf of the

issuer.

Again, as some former members of the management
in the year ended 31 March 2012 have left the
Company, the present members of the Board are
not in a position to comment whether such former
members of the management discharged their duties
to report back and obtain prior approval from the
previous Board before making decisions or entering
into any commitments on behalf of the Company for
the year ended 31 March 2012.
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TREBRE

A.2 BOARD COMPOSITION A2ESEEK

The following chart illustrates the structure and
membership of the Board and the Board committees
as at 31 March 2012:

TRAPEESEREFS
A=t BMRBRKEAS

TEER_

Membership of Board Committee(s)

ETeZ8E/KE

Executive Directors:

BITEE:

Mr. Leung Kai Kuen
(Chairman and Chief Executive Officer)

RV (FERITHAAL)

Chairman of the Executive Committee

HTEEEER

Mr. Leung Tat Piu

Member of the Executive Committee

RERKE MITEZEGKE
Mr. Alan Ing Member of the Executive Committee
RUEFRE HMITEZEGKE

Mr. Suen Wing Yip
(Chief Strategic Officer)
BREE S (FEBE

Member of the Executive Committee

WITREEKE

Non-executive Directors: FHITEE
Ms. Cheung Nga Lai, Carol Member of the Remuneration Committee
KRB L ¥FWEZEEXE

Member of the Nomination Committee

RHZBEEKE

Mr. Cheng Chi Ming, Brian

Member of the Audit Committee

BB LE EREZEEKE

Mr. Pei Cheng Ming, Michael Member of the Remuneration Committee
EERTE FMEE X8

Ms. Li Zhe Member of the Audit Committee

REF L+ EREEEKE

Member of the Nomination Committee

RE2ZBEXE

Independent non-executive Directors: BUHHTESE
Mr. Chung Wai Kwok, Jimmy Chairman of the Audit Committee
EHELE EZLZERER
Member of the Remuneration Committee
FHEEEKE

Member of the Nomination Committee

REZEEKE

Mr. Lee Kwok Chung
=i e

Member of the Audit Committee
EZLZEEKE
Member of the Remuneration Committee

FMEZEeXE

Chairman of the Nomination Committee
RELZEEXF

Mr. Lau Shun Chuen
218 42 5t &=

Member of the Audit Committee
BERELZEENE
Chairman of the Remuneration Committee

FMEESTE

Member of the Nomination Committee

RAZEGKE
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Each of the non-executive Directors and the
independent non-executive Directors possesses
different business experience, knowledge and
professional background. The Board met the
requirements of the Listing Rules relating to the
appointment of at least three independent non-
executive Directors with at least one of them
possessing appropriate professional qualifications
or accounting or related financial management
expertise. The Board received a written annual
confirmation from each independent non-executive
Director of independence pursuant to Rule 3.13
of the Listing Rules. One of the independent non-
executive Directors, being Mr. Lee Kwok Chung, has
disclosed to the Board that a law firm, of which he is
one of the partners, provided legal services to (a) a
company controlled by a former Director, Mr. Leung
Kai Kuen and (b) his family, during the year 2011.
The legal fees incurred were in relatively small sums.
The Board noted the disclosure and considered that
such transactions shall not affect the independence
of Mr. Lee Kwok Chung. The Company accordingly
considers all independent non-executive Directors
(including Mr. Lee Kwok Chung) to be independent in
accordance with the independence guidelines as set
out in the Listing Rules.

Independent non-executive Directors were invited
to serve on the Audit Committee, the Remuneration
Committee and the Nomination Committee. Through
participation in Board meetings, taking the lead
in managing issues involving potential conflict
of interests and serving on Board committees,
all independent non-executive Directors made
various contributions to the effective direction of the
Company.

The list of Directors (by category) is set out
above and was also disclosed in all corporate
communications issued by the Company pursuant to
the Listing Rules from time to time. The independent
non-executive Directors were expressly identified in
all corporate communications pursuant to the Listing
Rules.

The biographical details of the existing Directors and
the relationships among the members of the Board
are disclosed under the section headed “Directors
and Senior Management” in this annual report.
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A.3 BOARD MEETINGS

A.3.1 Board Practices and Conduct of Meeting

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

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

It was the Board practice that any material
transaction, which involves a conflict of interests for
a Substantial Shareholder or a Director, would be
considered and dealt with by the Board at a duly
convened Board meeting. The Articles of Association
contain provisions requiring Directors to abstain
from voting and not to be counted in the quorum at
meetings for approving transactions in which such
Directors or any of their associates have a material
interest.

Fook Woo Group Holdings Limited ® Annual Report 2012
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A.3.2 Directors’ Attendance Records at Board Meetings

Note:

The Board met regularly for reviewing and approving
the financial and operating performance, and
considering and approving the overall strategies and
policies of the Company. Additional meetings were
held when significant events or important issues
were required to be discussed and resolved. During
the year ended 31 March 2012, the Board held
eight meetings and the attendance records of each
Director at these Board meetings are set out below:

Attendance/

Name of Director Number of Board Meetings

Executive Directors

Mr. Suen Wing Yip (Note 1) 2/2
Mr. Leung Kai Kuen 6/8
Mr. Leung Tat Piu 6/8
Mr. Cheng Chun Keung, Thomas (Note 2) 17
Mr. Alan Ing (Note 3) 5/7
Non-executive Directors

Ms. Li Zhe (Note 4) 2/2
Ms. Cheung Nga Lai, Carol 6/8
Mr. Cheng Chi Ming, Brian 6/8
Mr. Pei Cheng Ming, Michael 8/8
Mr. Law Siu Wah, Eddie (Note 5) 3/3
Independent Non-executive Directors

Mr. Chung Wai Kwok, Jimmy 8/8
Mr. Chan Kong (Note 6) 6/8
Mr. Lee Kwok Chung 7/8
Mr. Lau Shun Chuen 8/8

Mr. Suen Wing Yip was appointed as executive Director on
26 March 2012. Two (2) Board meetings were held from the
date of his appointment to 31 March 2012.

Mr. Cheng Chun Keung, Thomas resigned as executive
Director on 7 October 2011. One (1) Board meeting was

held from 1 April 2011 to the date of his resignation.

A3.2

ESHFESEERNER
EZETEHRTEE  Med RIET K R E
BRE - ARERE RHER D R EBRE MK
R MBEREHXEEZRAN B ME
AlgBTRIER -REBEE_T——-F=A
=t HLEFE -EFERTTREE &
EEMBFERBROT

HERE
BEEnR EEEgEYA
HITEFE
RECHE S A (wratn) 2/2
RERESLE 6/8
RER A 6/8
B R 58 5 A (#rat2) 1M
RAE S A& (maE3) 5/7
FHITEE
BB+ (wi4) 2/2
RIEB T 6/8
Bl T A 6/8
FERLE 8/8
EEEZE ST (mits) 3/3
HUIHNITEE
§5 4 B 5T A 8/8
FeR Bl 5 A2 (i ate) 6/8
EH A 7/8
2 Ig ¢2 5t A& 8/8
Btz -

(1

REEREN T -——F=A -+ ABEZERA
REAIZHITES BHHEZEE_T—_F=A=+—
EHEETTRRQAEFEES -

BRBAEEN -_ZE——F T+ ALBBERRFZH

TEFE B _FT——FMNA-HEZHFTERHIL
BT -(1WREFEGH -

BIMEEZERARAR « —F——FFRH

41



42

Mr. Alan Ing was appointed as executive Director on 7
October 2011 and resigned on 18 April 2012. Seven (7)
Board meetings were held from the date of his appointment

to 31 March 2012.

Ms. Li Zhe was appointed as non-executive Director on 26
March 2012. Two (2) Board meetings were held from the
date of her appointment to 31 March 2012.

Mr. Law Siu Wah, Eddie was appointed as non-executive
Director on 14 November 2011 and resigned on 26 March
2012. Three (3) Board meetings were held from the date of

his appointment to the date of his resignation.

Mr. Chan Kong resigned as independent non-executive
Director on 26 March 2012. Eight (8) Board meetings were
held from 1 April 2011 to the date of his resignation.

A.4 CHAIRMAN AND CHIEF EXECUTIVE

OFFICER

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

should not be performed by the same individual.

Mr. Leung Kai Kuen was both the Chairman and Chief
Executive Officer during the financial year ended 31
March 2012.

At present, the roles of chairman and chief executive
officer are separate. The Chairman is Mr. Cheng Chi
Ming, Brian, while the Chief Executive Officer is Mr.
Suen Wing Yip.

Under code provision A.2.3 of CG Code, the
chairman should be responsible for ensuring that
directors receive adequate information, which must

be complete and reliable, in a timely manner.
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As Mr. Leung Kai Kuen (former chairman in the
financial year ended 31 March 2012) left the
Company and cannot be reached by the Company
as at the date of latest practicable date prior to the
printing of this report, the present members of the
Board are not in a position to comment whether Mr.
Leung discharged his duties in ensuring that the
previous members of the Board received adequate
information, which was complete and reliable, in a
timely manner during the financial year ended 31
March 2012.

A.5 APPOINTMENT AND RE-ELECTION

OF DIRECTORS

During the year ended 31 March 2012, each of the
executive Directors, non-executive Directors and
independent non-executive Directors was engaged
for a term of three years commencing from their
respective dates of appointment and was subject to
retirement by rotation and re-election pursuant to the

Articles of Association.

According to the Articles of Association, at each
annual general meeting one-third of the Directors
for the time being, or, if their number is not 3 or
a multiple of 3, then the number nearest to but
not less than one-third, shall retire from office by
rotation provided that every Director (including those
appointed for a specific term) shall be subject to
retirement by rotation at least once every 3 years.
Besides, any new Director appointed by the Board
to fill a casual vacancy shall submit himself/herself
for re-election by Shareholders at the first general
meeting and any new Director appointed by the
Board as an addition to the Board shall submit
himself/herself for re-election by Shareholders at the

next following annual general meeting.
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Pursuant to the aforesaid provisions of the Articles of
Association, Mr. Suen Wing Yip, Mr. Lau Sai Cheong,
Mr. Lai Hau Yin, Mr. Tsang On Yip, Patrick, Mr. To
Chun Wai, Mr. Chung Wai Kwok, Jimmy and Mr. Lee
Kwok Chung, all being existing Directors, shall retire
at the forthcoming 2012 annual general meeting of
the Company. All the above retiring Directors, being
eligible, will offer themselves for re-election at the
said meeting, except Mr. Lee Kwok Chung who has
indicated that he will not offer himself for re-election
and will retire upon conclusion of the 2012 annual
general meeting of the Company. The Company’s
circular, sent together with this annual report,
contains detailed information of the above retiring
Directors pursuant to the Listing Rules.

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

A.6 INDUCTION AND CONTINUING

DEVELOPMENT OF DIRECTORS

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

The existing Directors were updated with legal
and regulatory developments and changes in the
business and the market to facilitate the discharge
of their responsibilities. Continuing briefings and
professional development to Directors would be
arranged whenever necessary.
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A.7 MODEL CODE FOR SECURITIES

TRANSACTIONS BY DIRECTORS

Code provision A.5.4 stipulates that directors must
comply with their obligations under the Model Code
and, in addition, the Board should establish written
guidelines on no less exacting terms than the Model
Code for relevant employees in respect of their

dealings in the securities of the issuer.

The Company has adopted the Model Code as its
code of conduct governing the Directors’ dealings in

the Company’s securities.

After making specific inquiries with the former
Directors who were Directors in the year ended 31
March 2012 (except (i) Mr. Leung Kai Kuen who left
the Company and the Company was not able to reach
him as at the latest practicable date prior to printing
of this report; and (ii) Mr. Cheng Chun Keung,
Thomas and Mr. Chan Kong who left the Company
and did not respond to the Company’s inquiries as
at the latest practicable date prior to printing of this
report), those former Directors confirmed that they
had complied with the Model Code during the year
ended 31 March 2012. The Board has established
written guidelines on no less exacting terms than the
Model Code for Directors in respect of their dealings

in the securities of the Company.

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

the Company.
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B.1

BOARD COMMITTEES

The Board established five Board committees,
namely, the Executive Committee, the Remuneration
Committee, the Audit Committee, the Nomination
Committee and the Special Committee, for
overseeing particular aspects of the Company’s
affairs. All Board committees were established
with defined written terms of reference, which were
available to Shareholders upon request. All Board
committees reported to the Board on their decisions

or recommendations made.

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

meetings set out in section A.3.1 above.

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

the Company’s expense.

EXECUTIVE COMMITTEE

As at 31 March 2012, the Executive Committee
comprised all the executive Directors with Mr. Leung
Kai Kuen, acting as the chairman of such Committee.
The Executive Committee operated as a general
management committee under the direct authority of
the Board to increase the efficiency for the business
decision. It monitored the execution of the Company’s
strategic plans and operations of all business units
of the Group and discussed and made decisions on
matters relating to the management and day-to-day

operations of the Group.
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B.2 AUDIT COMMITTEE

As at 31 March 2012, the Audit Committee comprised
five members, namely, Mr. Chung Wai Kwok, Jimmy,
Mr. Lau Shun Chuen, Mr. Lee Kwok Chung, being
independent non-executive Directors and Mr.
Cheng Chi Ming, Brian and Ms. Li Zhe, being non-
executive Directors. Mr. Chung Wai Kwok, Jimmy
was the chairman of the Audit Committee and
he possesses relevant accounting and financial
management expertise. Mr. Chung was a partner
of PricewaterhouseCoopers until June 2005. Apart
from the aforesaid, none of the other members of the
Audit Committee is a former partner of the Company’s

existing external auditor.

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

procedures.

During the year ended 31 March 2012, the Audit

Committee has performed the following major tasks:

- Review and discussion of the annual financial
statements, results announcement and report
for the year ended 31 March 2011, the related
accounting principles and practices adopted by

the Group and the relevant audit findings;
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Review and discussion of the interim financial
statements, results announcement and report for
the six months ended 30 September 2011 and
the related accounting principles and practices
adopted by the Group;

Review of the scope of audit work, auditor’s fees
and terms of engagement for the year ended 31
March 2012;

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

Review and discussion of the internal control

system of the Group.

The individual attendance records of each member at

the Audit Committee meeting during the year ended
31 March 2012 are set out below:

Name of Audit Committee

Attendance/

Members Number of Meetings
Mr. Chung Wai Kwok, Jimmy (Chairman) 3/3
Mr. Cheng Chi Ming, Brian 2/3
Mr. Chan Kong (Note 1) 3/3
Mr. Lee Kwok Chung 3/3
Mr. Lau Shung Chuen (Note 2) N/A
Ms. Li Zhe (Note 3) N/A
Note

Mr. Chan Kong resigned as a member of the Audit
Committee on 26 March 2012. Three (3) meetings
were held from 1 April 2011 to the date of his
resignation.

Mr. Lau Shun Chuen was appointed as a member of
the Audit Committee on 26 March 2012. No meeting
was held from the date of his appointment to 31 March
2012.

Ms. Li Zhe was appointed as a member of the Audit
Committee on 26 March 2012. No meeting was held
from the date of her appointment to 31 March 2012.
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B.3 REMUNERATION COMMITTEE

As at 31 March 2012, the Remuneration Committee
comprised five members, namely, Ms. Cheung Ngai
Lai, Carol, Mr. Pei Cheng Ming, Michael, Mr. Chung
Wai Kwok, Jimmy, Mr. Lee Kwok Chung and Mr. Lau
Shun Chuen, the majority of which are independent
non-executive Directors. Mr. Lau Shun Chuen was the

chairman of the Remuneration Committee.

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

from time to time.

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

Remuneration Committee for consideration.

Details of the remuneration of each Director for the
year ended 31 March 2012 are set out in note 15
to the financial statements contained in this annual

report.

During the year ended 31 March 2012, the Remuneration

Committee performed the following tasks:

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

of the Company;
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Note:

- Review and recommendation of payment of

bonus, allowance and benefits to the Directors

and senior management of the Company; and

- Recommendation of the remuneration packages

of Mr. Leung Tat Piu, Mr. Cheng Chun Keung,
Thomas, Mr. Cheng Chi Ming, Brian, Mr. Pei
Cheng Ming, Michael, Mr. Chan Kong, Mr. Lau
Shun Chuen, Mr. Law Siu Wah, Eddie, Mr. Alan
Ing, Mr. Suen Wing Yip and Ms. Li Zhe, the
Directors appointed or re-elected during the

year.

The individual attendance records of each member at
the Remuneration Committee meeting during the year
ended 31 March 2012 are set out below:
Name of Remuneration Attendance/

Committee Members Number of Meetings

Mr. Lau Shun Chuen (Chairman) (Note 1) 5/5
Mr. Leung Kai Kuen, (Note 2) 4/5
Mr. Pei Cheng Ming, Michael 5/5
Mr. Chan Kong (Note 3) 3/4
Mr. Lee Kwok Chung 5/5
Mr. Chung Wai Kwok, Jimmy (Note 4) N/A
Ms. Cheung Nga Lai, Carol (Note 5) N/A

Mr. Lau Shun Chuen was appointed as the chairman of the
Remuneration Committee on 26 March 2012. He has been a
member of the Remuneration Committee since 10 October

2010.

Mr. Leung Kai Kuen resigned as the chairman of the
Remuneration Committee on 26 March 2012 and resigned
as a member of the Remuneration Committee on 29 March
2012. Five (5) meetings were held from 1 April 2011 to the

date of his resignation as a member.
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(3) Mr. Chan Kong resigned as a member of the Remuneration
Committee on 26 March 2012. Four (4) meetings were held

from 1 April 2011 to the date of his resignation.

(4)  Mr. Chung Wai Kwok, Jimmy was appointed as a member of
the Remuneration Committee on 29 March 2012. No meeting
was held from the date of his appointment to 31 March
2012.

(5) Ms. Cheung Nga Lai, Carol was appointed as a member of
the Remuneration Committee on 26 March 2012. No meeting
was held from the date of her appointment to 31 March
2012.

B.4 NOMINATION COMMITTEE

Pursuant to the recommended best practice of the
CG Code, the Company established the Nomination
Committee. As at 31 March 2012, the Nomination
Committee comprised six members, namely, Mr. Pei
Cheng Ming, Michael, Ms. Cheung Nga Lai, Carol,
Ms. Li Zhe, Mr. Chung Wai Kwok, Jimmy, Mr. Lee
Kwok Chung and Mr. Lau Shun Chuen, the majority of
which were independent non-executive Directors. Mr.
Lee Kwok Chung is the chairman of the Nomination
Committee.

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

independent non-executive Directors.

During the year ended 31 March 2012, the
Nomination Committee carried out the process
of selecting and recommending candidates for
directorships by making reference to the skills,
experience, professional knowledge, personal
integrity and time commitments of such individuals,
the Company’s needs and other relevant statutory
requirements and regulations.
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During the year ended 31 March 2012, the
Nomination Committee has performed the following

works:

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

the business of the Group;

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

Directors;

- Recommendation on the re-appointment of the
retiring Directors at the 2011 annual general

meeting of the Company;

- Discussion and recommendation of the
appointment of Mr. Law Siu Wah, Eddie, Mr.
Alan Ing, Mr. Suen Wing Yip and Ms. Li Zhe as
Directors; and

- Acceptance of the resignation of Mr. Cheng
Chun Keung, Thomas, Mr. Law Siu Wah, Eddie
and Mr. Chan Kong as a Director.

The individual attendance records of each member
at the Nomination Committee meeting during the year
ended 31 March 2012 are set out below:
Name of Nomination Attendance/

Committee Members Number of Meetings

Mr. Lee Kwok Chung (Chairman) (Note 1) 4/4
Mr. Chan Kong (Note 2) 3/4
Mr. Leung Kai Kuen (Note 3) 4/4
Mr. Pei Cheng Ming, Michael 4/4
Mr. Lau Shun Chuen 4/4
Ms. Li Zhe (Note 4) N/A
Ms. Cheung Nga Lai, Carol (Note 5) N/A
Mr. Chung Wai Kwok, Jimmy (Note 6) N/A
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Note:

Mr. Lee Kwok Chung was appointed as the chairman of the
Nomination Committee on 26 March 2012. He has been a

member of the Nomination Committee since 21 June 2010.

Mr. Chan Kong resigned as a member of the Nomination
Committee on 26 March 2012. Four (4) meetings were held
from 1 April 2011 to the date of his resignation.

Mr. Leung Kai Kuen resigned as a member of the
Nomination Committee on 29 March 2012. Four (4) meetings

were held from 1 April 2011 to the date of his resignation.

Ms. Li Zhe was appointed as a member of the Nomination
Committee on 26 March 2012. No meeting was held from the

date of her appointment to 31 March 2012.

Ms. Cheung Nga Lai, Carol was appointed as a member of
the Nomination Committee on 26 March 2012. No meeting
was held from the date of her appointment to 31 March

2012.

Mr. Chung Wai Kwok, Jimmy was appointed as a member of
the Nomination Committee on 29 March 2012. No meeting
was held from the date of his appointment to 31 March
2012.

B.5 SPECIAL COMMITTEE

On 2 December 2011,

that in the course of preparing the interim results

the Company announced

for the six months ended 30 September 2011, it
was unable to ascertain details of transaction(s)
involving the Company’s remittance and receipt of
respective amounts equivalent to RMB100 million
(the “Incident”), and that the Board resolved to set
up a special committee (the “Special Committee”) to
investigate the matter and review the internal control
system of the Company with assistance from an

independent accounting firm.
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As at 31 March 2012, the Special Committee

comprised four members, namely Mr. Cheng Chi

Ming, Brian, Mr. Chung Wai Kwok, Jimmy, Mr. Lee
Kwok Chung and Mr. Lau Shun Chuen.

The principal duties of the Special Committee were

to:

(i)

(iii)

(iv)

engage an independent firm to conduct an
investigation on the Incident and financial
review of the Company’s financial statements
for the period from 1 April 2011 to 26 November
2011 (or such other dates as considered

appropriate by the Special Committee);

deal directly with the firm(s) engaged in
paragraph (i) above and receive reports from it/
them;

seek legal opinion, where considered
appropriate by the Special Committee, on any of
the matters arising from paragraphs (i) and (ii)

above; and

report to the Board on the progress, findings,
and/or recommendations relating to any of
the matters arising from paragraphs (i) to (iii)

above.

During the year ended 31 March 2012, the Special

Committee has performed the following work:

(i)

engagement on behalf of the Company of Baker
Tilly Hong Kong Business Services Limited to
conduct an investigation on the Incident and
financial review of the Company’s financial
statements for the period from 1 April 2011 to 26
November 2011 on the terms of the engagement
letter agreed between the Company and Baker

Tilly Hong Kong Business Services Limited;
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(if)

(iii)

(iv)

The

seeking of legal advice from a law firm with
respect to the obligations of the members of the
Special Committee under Hong Kong law and
the Listing Rules on matters arising from the

Incident;

appointment of a law firm as legal advisor
and to provide legal services to the Special
Committee on matters relating to the forensic
investigation and financial review in paragraph

(iv) below; and

engagement of an independent accounting firm
through the law firm in (iii) above to perform
forensic investigation and financial review

services on behalf of the Company.

individual attendance records of each member

at the Special Committee meeting during the year
ended 31 March 2012 are set out below:

Name of Special

Committee Members

Attendance/

Number of Meetings

Mr. Cheng Chi Ming, Brian 417
Mr. Chung Wai Kwok, Jimmy 77
Mr. Lee Kwok Chung 77
Mr. Lau Shun Chuen 417
Mr. Chan Kong (Note) 717
Note: Mr. Chan Kong resigned as a member of the Special

Committee on 26 March 2012. Seven (7) meetings
were held from establishment of the Special

Committee to the date of his resignation.
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C. DIRECTORS’ RESPONSIBILITIES

FOR FINANCIAL REPORTING IN
RESPECT OF THE FINANCIAL
STATEMENTS

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

financial statements.

The Directors have acknowledged their responsibilities
for preparing the financial statements of the Company
for the year ended 31 March 2012.

There are no material uncertainties relating to events
or conditions that may cast significant doubt on the

Company’s ability to continue as a going concern.

Shareholders are advised to review the adverse
opinion included in the Auditor’s report set out on

page 60 of this annual report.
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D.

INTERNAL CONTROLS

The principle underlying the code provisions C.2.1
and C.2.2 of the CG Code is that the board should
ensure that the issuer maintains sound and effective
internal controls to safeguard the shareholders’

investment and the issuer’s assets.

As reflected by the forensic review and financial
analysis in relation to the Incident, the present
members of the Board considers that there is room
for improvement in the previous internal control
systems of the Company for the year ended 31 March

2012.

The existing members of the Board and management
have undertaken measures to enhance internal
control and corporate governance procedures of the

Group.

EXTERNAL AUDITOR AND
AUDITOR’S REMUNERATION

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

Auditor’s Report in this annual report.

During the year under ended 31 March 2012, the
remuneration paid to the Company’s external auditor,
PricewaterhouseCoopers, is set out below:

Nature of Services Remuneration (HK$)

Audit services 3,800,000
Non-audit services — tax compliance
and other non-audit services 2,986,000
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RELATIONSHIP WITH OUR
CONTROLLING SHAREHOLDERS

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

annual report.

COMMUNICATIONS WITH
SHAREHOLDERS AND INVESTORS

The Board believed that effective communication
with Shareholders is essential for enhancing investor
relations and investor's understanding of the Group’s
business performance and strategies. The Company
also recognized the importance of transparency and
timely disclosure of corporate information, which
would enable Shareholders and investors to make the

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

inquiries.

The Board considered that general meetings of
the Company provide an important channel for
Shareholders to exchange views with the Board. The
chairman of the Board as well as the chairmen and/
or other members of the Board Committees were
normally available to answer questions raised by the

Shareholders.

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

keep them informed of the Group’s developments.

SHAREHOLDER RIGHTS

To safeguard Shareholder interests and rights,
a separate resolution was proposed for each
substantially separate issue at Shareholder meetings,

including the election of individual Directors.

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

Shareholder meeting.
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INDEPENDENT AUDITOR’S REPORT

R R

TO THE SHAREHOLDERS OF FOOK WOO GROUP
HOLDINGS LIMITED

(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
Fook Woo Group Holdings Limited (the “Company”) and
its subsidiaries (together, the “Group”) set out on pages
70 to 183, which comprise the consolidated and company
balance sheets as at 31 March 2012, and the consolidated
income statement, the consolidated statement of
comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash
flows for the year then ended, and a summary of significant

accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

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

misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

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

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

presentation of the consolidated financial statements.

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

adverse audit opinion.

BASIS FOR ADVERSE OPINION

Authenticity of accounting records and de-
consolidation of certain subsidiaries

In November 2011, the directors of the Company were
made aware of evidences indicating the existence of
potential irregularities with respect to certain accounting
records and transactions recorded in the books of /I
RMAEBR QA
subsidiary of the Group. As disclosed in Note 2.1 to the

(“Huizhou Fook Wo00”), a wholly owned

consolidated financial statements, in December 2011, the
Board of Directors established an independent special
committee (the “Special Committee”) to investigate these
potential irregularities. Based on the Special Committee’s
investigation, the directors concluded that, among other
things, a substantial portion of the books and records of
Huizhou Fook Woo for the year ended 31 March 2012 and

prior periods were missing.
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Furthermore, on 31 January 2013, Wealthy Peaceful
Company Limited (“Wealthy Peaceful”), a wholly owned
subsidiary of the Group incorporated in the British Virgin
Islands, commenced members’ voluntary liquidation, and
provisional liquidators were appointed on the same date.
The liquidation would involve the liquidation of Wealthy
Peaceful, and its wholly owned subsidiaries, namely
Golddoor Company Limited (“Golddoor”) and Huizhou
Fook Woo (Wealthy Peaceful, together with its wholly
owned subsidiaries, namely Golddoor and Huizhou Fook
Woo, are collectively referred to as the “De-consolidated

Subsidiaries”).

Given these circumstances, the directors have not
consolidated the financial statements of the De-
consolidated Subsidiaries in the Group’s consolidated
financial statements as at and for the year ended 31 March
2012.

The directors have determined to exclude the De-
consolidated Subsidiaries in presenting the Group’s
financial position, results and cash flows for the year
under the above mentioned circumstances. The exclusion
of the financial position, results and cash flows of the
De-consolidated Subsidiaries from the consolidated
financial statements is a departure from the requirements
of International Accounting Standard 27 “Separate
and Consolidated Financial Statements”. Had the De-
consolidated Subsidiaries been consolidated, many
elements in the consolidated financial statements would
have been materially affected. Given the loss of certain
books and records of Huizhou Fook Woo mentioned above,
we are unable to ascertain the impact of the potential
irregularities with respect to the accounting records and
transactions of Huizhou Fook Woo, if any, and the non-
consolidation of the De-consolidated Subsidiaries on the

consolidated financial statements.

Fook Woo Group Holdings Limited ® Annual Report 2012

oy RZFB—=F—HA=+—H > EBEEERR
BRAZFEEMALIZZ2EMBAREMAFER
RE([BHAF)) RABREMER  INFAAER
THREBERA -FHRBRINBEHATLERER
B rReaZARAR(TEa% ) RENBENE
B(EHAT  ZREZEMBLARSHESZ REIMNE
Mo SEAIBUEGRE ARKBLAR]) -

ER LB  EFAUEKGBORRE AKRHE R A
ZHBHRE  BAARR BESEER-_T-——_F=
A=+ BERBEZRLFEZHEAMBHRERA -

EXZCREEZ) BEREXRFEZMBAMN - X
BLRRERER AR LRERMEBUELRE AR
M A RIMEREI - HEMBBER T B EEUELEA
AEHMBERRZMBIRR FERRERETB R
BER R @ et ERIE2TR WU RGEAMBHRR | 2R
E o MEBBURSRA ARMBARGE AR - e
BHREANZELESZBNEARZE - X L XA
BMBEANETREMCHDER  RABEHESR
MNEMZ @FTRRHBEERXZFBEZERBR(NE)
UEORERBUES A AR B A RGRE ARYRE
MBmEREBRITE -



Balances and transactions with the De-
consolidated Subsidiaries, impairment losses

of balances due from the De-consolidated
Subsidiaries and loss on de-consolidation of the
De-consolidated Subsidiaries

As set out in Note 29 to the consolidated financial
statements, the Group and the Company recorded
amounts due from the De-consolidated Subsidiaries of
approximately HK$532,172,000 as at 31 March 2012. Such
receivables were recorded net of impairment provisions
of approximately HK$1,730,505,000 and HK$625,673,000
in the consolidated and Company financial statements
respectively, which were determined based on the
valuation of the plant and machineries, properties and land
use rights of Huizhou Fook Woo performed by independent

valuers as at 30 September 2012.

Furthermore, as set out in Note 35 to the consolidated
financial statements, the Group undertook certain
sales and purchases transactions with Huizhou Fook
Woo totalling HK$243,942,000 and HK$225,153,000
respectively during the year ended 31 March 2012.

In addition, the Group recorded a loss on de-consolidation
of approximately HK$415,549,000 (Note 29).

Because of the loss of certain books and records of
Huizhou Fook Woo and the de-consolidation of the De-
consolidated Subsidiaries, we have not been able to
obtain sufficient appropriate audit evidence to determine
whether these balances and transactions were free from
material misstatement, and whether these transactions and
balances should have been eliminated on consolidation.
In addition, we have not been able to obtain sufficient
appropriate audit evidence to determine whether the
impairment losses of the amounts due from the De-
consolidated Subsidiaries and the loss on de-consolidation

were free from material misstatement.

EREREARMBARDZERRRS - BWEUH
REARMBATSER Z2BERE  URRAHE
HEEARMBRARGEAREEZESR

WMINERE MR G20 BEEE B2
ARZT—ZF=ZA=+—HHESEKEEGE A
BRF B A Bl 2 FIAX) A532,172,00008 7T - ;25 EIR
RBERGAMBHRER BARVBEERERASAIE
1B R (B B 85 491,730,505,0007% 7T 625,673,000
B DRBEBYEEMR =T —=—FhLA=1H
HEMEMZHE RS WER T HEAREET
ZIEEMEE °

BEAN - AR & B TS SRR M S35 0 BEEER
HE-T——F=—A=+—HILFEHABMNEM#HE
TETHERBERS - HRl&F/2243,942,000%8
7T }225,153,000 JT °

oy EEBBESHRESEAAEZEEYD
415,549,000 7T (Bf7¥29) °

RABMNEMERE TEREMLEM EBUESRA A
RMBARRAERA AR RABERERREME
BZEMBE NWEBERXFEREXZEEN FE
BERERRM - URZER G REREERNEE
BRB R - s P EAISREMEE 2
EARE  NETRKBUES S AN B 2R 2K
BZREBEMIUEGES ARELEZBERSTE
HEERERRA -

BREEZERAERAA s —T—_FFH 63



64

Impairment loss of investment costs and

balances due from the subsidiaries other than the
De-consolidated Subsidiaries

As set out in Note 29 to the consolidated financial
statements, the Company’s investment in subsidiaries
as at 31 March 2012 comprised investments at cost of
approximately HK$967,944,000 and amounts due from
subsidiaries (other than the De-consolidated Subsidiaries)
of approximately HK$361,545,000. No impairment charges
were recorded for such balances as at 31 March 2012.
We have not been provided with sufficient explanation to
satisfy ourselves as to the valuation of such investment
costs and balances. As such, we have not been able to
obtain sufficient appropriate audit evidence to determine
whether any adjustments were necessary in respect of the

valuation of these assets as at 31 March 2012.

Nature of cash deposits

As disclosed in Note 2.1 to the consolidated financial
statements, in November 2011, the Group received
a cash deposit of RMB100,000,000 (approximately
HK$120,000,000). In December 2011 and January
2012, the Group further received cash deposits totalling
HK$2,567,000. Management represented that such
deposits were placed by a former executive director of the
Company. Nevertheless, these deposits were recorded
as amount due to Huizhou Fook Woo in the consolidated
balance sheet and the Company’s balance sheet as at 31
March 2012. We have not been able to obtain sufficient
appropriate audit evidence to determine the nature of

these deposits.
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Revenue and trade receivables from third party
customers

For the year ended 31 March 2012, the Group recorded
revenue of approximately HK$750,230,000, of which
approximately HK$506,288,000 were made to third
party customers (Note 5) and the corresponding trade
receivables from these third party customers amounted
to approximately HK$66,000,000 as at 31 March
2012 (Note 20). There was inadequate documentary
evidence available for us to verify the receipt of goods
by and settlements from a majority of these customers;
and out of the total amounts of third party sales and
accounts receivables of approximately HK$442,188,000
and HK$51,698,000 respectively selected for direct
confirmation, we have not received satisfactory replies
from these third party customers to confirm the sales
and trade receivables amounts totalling approximately
HK$314,647,000 and HK$40,766,000 respectively as at
the date of this report. We were unable to obtain sufficient
appropriate audit evidence to verify the occurrence and
accuracy of these sales made to third party customers
and the existence, accuracy and valuation of the related
trade receivables, and there were no alternative audit
procedures that we could perform to satisfy ourselves as
to whether these sales transactions and the related trade

receivables were free from material misstatement.
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Cost of sales and trade payables to third party
suppliers

Included in cost of sales in the consolidated income
statement for the year ended 31 March 2012 were
purchases from third party suppliers of approximately
HK$374,738,000 and the corresponding trade payable
balances from these third party suppliers amounted
to approximately HK$20,774,000 as at 31 March 2012
(Note 26). There was inadequate documentary evidence
available for us to verify the purchase of goods from a
majority of these suppliers; and out of the total amounts of
third party purchases and trade payables of approximately
HK$187,296,000 and HK$11,549,000 respectively selected
for direct confirmation, we have not received satisfactory
replies from these third party suppliers to confirm the
purchases and trade payables totalling approximately
HK$165,174,000 and HK$8,751,000 respectively as at the
date of this report. We were unable to obtain sufficient
appropriate audit evidence to verify the occurrence and
accuracy of these purchases from third party suppliers
and the accuracy and completeness of the related trade
payables, and there were no alternative audit procedures
that we could perform to satisfy ourselves as to whether
these purchase transactions and the related trade

payables were free from material misstatement.

Expenses included in the consolidated income
statement

Included in cost of sales, administrative and selling
expenses (Note 8) were cost of inventories sold of
approximately HK$596,918,000 and other expenses of
approximately HK$22,580,000 for which we have not been
provided with sufficient documents and explanation to
satisfy ourselves as to the occurrence and accuracy of
these recorded transactions. Accordingly, we were unable
to determine whether these expenses were free from

material misstatement.

Fook Woo Group Holdings Limited ® Annual Report 2012

HERFARENE=SHEB 28 5 KX

BE-ZT—-—F-F=-+—HALFEZHKRGEX
EAZHERAPEME=ZTHEBT ZHELD
374,738,000 7T - ARRBZEFE=FHER .28
MREMNZIEZER RZE——F=A=+—80%
#20,774,0007% 7T (F5E26) © B PIEEEIG B 5
HRE URBERABOZEHEREL 2ERR
BMmMEZTRERENESRFREEAP S AL
187,296,000/ 7T % 11,549,000/ 7T Jh i B BV IR B
BHER  BRMANAREAHNEEAZEE=HH
EFEESMESE - URERE X5 514165,174,000
77T 18,751,000/ 7T 2 HRIE R B B SR - B
BEARISARTMEE ZENRE UREZERSE
SHEEEBELCRBE R ERERER  URE
BENESERZERERTEN - B8 H A
BITHEFEFERMNEAZERER SR E@E
RESEREE N FEERERBEM o

REBRRERAIRZMAX

HERAE TBRREEAX (ME8) ABREEER
B KR #)596,918,0007%8 7T M H {th i 5 £922,580,000
BT AW ARR B ABRR BRI M
fRE UWERMEHRESHERERER - Fit
HPMELEERSAXRETFEERERRML -



Acquisitions, disposals and impairment of certain
property, plant and equipment

Included in property, plant and equipment were motor
vehicles with a total cost of approximately HK$10,896,000
which were acquired during the year ended 31 March
2012. In relation to the purchase of these assets, we
have not been provided with sufficient documents and
explanation to satisfy ourselves as to the occurrence of
these purchase transactions, the existence of these assets
and the accuracy of the costs incurred. Accordingly, we
were unable to determine whether any adjustments were
necessary in respect of the cost of these motor vehicles
and the associated depreciation charges of approximately
HK$997,000.

Furthermore, motor vehicles with costs of approximately
HK$5,517,000 were disposed of during the year ended
31 March 2012, resulting in a loss on disposals of
approximately HK$939,000 which was recorded in the
consolidated income statement for the year ended 31
March 2012 (Note 7). In addition, motor vehicles with
costs of approximately HK$6,546,000 were disposed
of subsequent to 31 March 2012, resulting in a loss on
disposals of approximately HK$4,769,000. This loss on
disposal was recorded as an impairment loss on property,
plant and equipment in the consolidated income statement
for the year ended 31 March 2012. We have not been
provided with sufficient documents and explanation
to satisfy ourselves as to the occurrence of these
disposal transactions and the accuracy of the related
loss on disposals and impairment loss. Accordingly,
we were unable to determine whether any adjustments
were necessary in respect of the loss on disposals
and impairment loss for the year ended 31 March
2012 of approximately HK$939,000 and HK$4,769,000

respectively.

ETHE BERRBEZIWE  HERRE

ME - BERSERNESRBE-_FT—Z_F=A
=+—BIEFEBAZAERLKAL10,896,000/E
To-MBELREEMS  BRMALRERERHX
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SFEEDNFEMMESEZRAEREER - Bt - &
MELZEEEEBLEMRZT TE ZRA LB
B #9997,000/8 TR {Z W S -

HR BEZZT—Z—ZF=ZA=1+—HLFEHEZ
B A K A5,517,0008 7 HEEEZEELY
939,000 TE ABRRBE_T——_F=A=+—
HIEFEziReBamk (M) o ik RZT—=
F=ZA=+t—HREEZTEKEL76,546,000/&
TL - MEEE ZE1BX94,769,00075 T o WIEHEE
EZEBRBE_T——F=A=+—HLFEZ
REBmRRABRRYE BERZXEZRERSE -
BN AR RS R R - DB B PE N aZ
EHEXFGEEE URERALEEEZEB R
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BEET——F=ZA=+—HLFEZLEELE
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BITIEL AR -
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Other receivables and prepayments, and other
payables and accruals

Included in the Group’s other receivables and
prepayments as at 31 March 2012 were deposits
placed with suppliers of approximately HK$6,634,000,
other receivables from third parties of approximately
HK$9,592,000 and other prepayments of approximately
HK$9,671,000. There was inadequate documentary
evidence available to us to verify the existence, accuracy
and valuation of these balances; and out of the total
amount of other receivables and prepayments balance
of approximately HK$10,466,000 selected for direct
confirmation, we have not received satisfactory replies
from the third party vendors to confirm balances totalling
approximately HK$4,700,000. Furthermore, included in the
Group’s other payables and accruals as at 31 March 2012
were balances of approximately HK$7,915,000. We were
unable to obtain sufficient appropriate audit evidence to
verify these other payables and accruals because there
was inadequate documentary evidence available to us to
verify the accuracy and completeness of these balances.
There were no alternative audit procedures that we could
perform to satisfy ourselves as to whether these other
receivables and prepayments, and other payables and
accruals as at 31 March 2012 were free from material

misstatement.

FINANCIAL GUARANTEE CONTRACT

One of the subsidiaries of the Group (other than the
De-consolidated Subsidiaries) provided corporate
guarantees in respect of bank borrowings of Huizhou
Fook Woo amounting to RMB52,500,000 (approximately
HK$64,890,000). We have not been provided with
sufficient appropriate audit evidence, and there were no
other alternative audit procedures that we could perform,
to satisfy ourselves as to the existence and valuation of

this financial guarantee contract.
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ADVERSE OPINION

In our opinion, because of the significance of the matters
discussed in the Basis for Adverse Opinion paragraphs,
the consolidated financial statements do not give a true
and fair view of the state of affairs of the Company and of
the Group as at 31 March 2012, and of the Group’s loss
and cash flows for the year then ended in accordance
with International Financial Reporting Standards and the
consolidated financial statements have not been prepared
in accordance with the disclosure requirements of the

Hong Kong Companies Ordinance.

OTHER MATTERS

This report, including the opinion, has been prepared for
and only for you, as a body, and for no other purpose. We
do not assume responsibility towards or accept liability to

any other person for the contents of this report.

PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 22 March 2013
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CONSOLIDATED BALANCE SHEET

mEEERER

As at 31 March 2012 R-ZE—=—F=A=+—H

2012 2011
—E-CF —E——F
Note HK$’000 HK$’ 000
bt FTEx FHET
ASSETS BE
Non-current assets RBEE
Property, plant and equipment W - BWEREE 16 101,773 1,286,316
Land use rights T b A A 17 29,069 71,773
Prepayments TERBR K 22 803 433,853
Deferred income tax assets EEMESMEE 18 2,884 2,391
Intangible asset EEE 21 1,000 -
135,529 1,794,333
Current assets REBEE
Inventories Sy 19 7,772 88,164
Trade and bills receivables JEUY B2 5 BR 3k % e U 4R 20 66,000 703,328
Prepayments, deposits TENFIE - Ze R
and other receivables H b fE U FR I8 22 26,265 88,228
Amounts due from related & W B B & A B U
companies 35(b) 1,322 1,186
Amounts due from De- JEW BB E AR
consolidated Subsidiaries =N E O] 29 532,172 -
Tax recoverable e - 1,022
Cash and cash equivalents BeLBREEEY 23 748,445 1,494,122
Restricted bank deposits ZRAIRITFR 23 910 -
1,382,886 2,376,050
Total assets HEE 1,518,415 4,170,383
EQUITY s
Equity attributable to equity EARERFEA
holders of the Company Eih R
Share capital fi& A< 27 241,117 245,928
Share premium & 15 % 8 28 2,862,358 2,940,531
Capital reserve N 28 (964,044) (964,044)
Other reserves Hh 7 28 (720,139) 1,577,996
Total equity 4 3% 1,419,292 3,800,411

Fook Woo Group Holdings Limited ® Annual Report 2012



As at 31 March 2012

WZZE—-——F=A=+—H

2012 2011
—E-——F —E——F
Note HK$’ 000 HK$’ 000
ok FET FAT
LIABILITIES af&
Non-current liabilities kFBEE
Long-term borrowings RHEEE 24 - 14,286
Deferred income tax liabilities BEEFEHBE 18 633 434
633 14,720
Current liabilities =R
Trade and other payables BB SERREMENKIE 26 45,968 196,250
Short-term bank borrowings RHRTTEE 25 30,078 102,505
Current portion of long-term REIE R 2 BN
borrowings 24 - 14,286
Amount due to a related company JEff —fABBEE R F I8 35(b) 12,081 -
Current income tax liabilities BNERFTIS B & 10,363 42,211
98,490 355,252
Total liabilities FCR =R 99,123 369,972
Total equity and liabilities HERREE 1,518,415 4,170,383
Net current assets RBEEFHE 1,284,396 2,020,798
Total assets less current liabilities 2EERABEE 1,419,925 3,815,131

The financial statements on pages 70 to 183 were
approved by the Board of Directors on 22 March 2013 and

were signed on its behalf.

Cheng Chi Ming, Brian
BR5 A

Chairman

S

The notes on pages 79 to 183 are an integral part of these

consolidated financial statements.
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Director
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BALANCE SHEET
EERER

As at 31 March 2012 R-Z——F=A=+—H
2012 2011
—E-=F —E——%F
Note HK$’000 HK$’ 000
iokz3 FHET FAT
ASSETS BE
Non-current assets kFRBEE
Interests in subsidiaries B AR = 29 1,329,489 2,073,580
Current assets REBEE
Other receivable H b JE Y FRIB 1,855 991
Cash and cash equivalents iﬁi&ﬁéi’;{ﬁ% 23 650,918 1,123,307
Amounts due from De- JEUWBUEER A A
consolidated Subsidiaries Y ENEIE:N 29 532,172 -
1,184,945 1,124,298
Total assets HWEE 2,514,434 3,197,878
EQUITY &=
Equity attributable to equity EARERFEA
holders of the Company L=
Share capital f% < 27 241,117 245,928
Share premium & 15 % & 28 2,862,358 2,940,531
(Accumulated losses)/ (REEER) /REBEF
retained earnings 28 (599,776) 2,047
Total equity 48 R 25 2,503,699 3,188,506
LIABILITIES =N
Current liabilities RBEE
Other payables E b & 508 10,345 8,740
Amounts due to subsidiaries JFEA B B~ B3R IE 29 390 632
10,735 9,372
Total liabilities FER=R 10,735 9,372
Total equity and liabilities HERREE 2,514,434 3,197,878
Net current assets REBEEFE 1,174,210 1,114,926
Total assets less current liabilities B EERTBEE 2,503,699 3,188,506
The financial statements on pages 70 to 183 were F70EEZFI1BBE 2 BREAN T —=F=7

approved by the Board of Directors on 22 March 2013 and
were signed on its behalf.
Cheng Chi Ming, Brian
B A

Chairman

FE

The notes on pages 79 to 183 are an integral part of these
consolidated financial statements.

Fook Woo Group Holdings Limited ® Annual Report 2012
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CONSOLIDATED INCOME STATEMENT

RERmR

FOR THE YEAR ENDED 31 MARCH 2012 BZ-ZT——-F=A=+—RHIEFE

2012 2011
—E——fF —E——F
Note HK$’ 000 HK$’ 000
M iF FERT FET

Revenue Yo zs 750,230 2,126,487
Cost of sales B AR 8 (634,815) (1,369,731)
Gross profit E 5 115,415 756,756
Other income H A 6 916 5,852
Other gains, net H U R AR 18,051 17,587
Loss on de-consolidation Bt A A EUEAR A AR

of subsidiaries EEZEE 29 (415,549) -
Impairment of amounts due from  EUWEBUELZS AR

the De-consolidated M BB A R ZRIE 2 R E

Subsidiaries 29 (1,730,505) -
Administrative expenses T 2 8 (115,909) (155,829)
Selling expenses & 7 2 8 (25,586) (70,811)
Operating (loss)/profit KE (B8R FIE (2,153,167) 553,555
Finance income BMEWA 9 10,752 8,818
Finance costs BB AR 9 (719) (7,469)
(Loss)/profit before income tax BRETSBLAT (B518) /F) 8 (2,143,134) 554,904
Income tax expense Fris i X 10 (9,582) (88,014)
(Loss)/profit for the year KRR FHAEAEBLRER

attributable to equity holders (E8) /FIHE

of the Company (2,152,716) 466,890
Basic and diluted (loss)/earnings AR @A A B

per share for (loss)/profit (E8) /FIHE

attributable to equity holders BRAEAXRREE

of the Company (B8’ &F 13 (HK$0.883% 7T) HK$0.21%8 7T
Dividends % 8 12 - -
The notes on pages 79 to 183 are an integral part of these ~ R FE79R EE183H 2 M s hE K Az & B 1§ 4
consolidated financial statements. KZ—#b5 o

BIMEEZERARAR « —F——FFRH
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
SEETEWER

FOR THE YEAR ENDED 31 MARCH 2012 BIZ-ZT——F=A=+—HIEFE

2012 2011
—E-——fF —E——F
HK$’ 000 HK$’ 000
TER FET
(Loss)/profit for the year FE (BB /FH (2,152,716) 466,890
Other comprehensive Hibh2m (EE) I
(loss)/income:
Currency translation differences & =% - 74,956
Release of exchange reserve —Ef B RAREELRE
upon de-consolidation of AR O & 5
a subsidiary (145,419) -
Other comprehensive (loss)/ KHBRBIIRR 2 FEH Aty
income for the year, net of tax 2EE (8 WaE (145,419) 74,956
Total comprehensive (loss)/income AR RIEZFEA ARG
for the year attributable to FE2EA(EBER) WS
equity holders of the Company (2,298,135) 541,846

The notes on pages 79 to 183 are an integral part of these ~ #FH N E79EH £ E183F 2 M 3T i Kk A& 0T % 4

consolidated financial statements. RZ—HH o
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
REEREER

FOR THE YEAR ENDED 31 MARCH 2012 BZ-ZT——-F=A=+—RHIEFE

Share Share Capital Statutory Exchange Retained
capital premium reserve reserve reserve earnings Total
k& RtyEE ERG@E EERE B REER it
(Note 27) (Note 28) (Note 28) (Note 28)
(Hzzr) (H28) (326) (#3226)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
TR TR TR TR TR TR iR
Balance as at 1 April 2010 R-2-2£MA-A
ZiH 200,000 1,923,706 (964,044) 50,000 70,463 915,687 2,195,812
Profit for the year EENE - - - - - 466,390 466,890
Other comprehensive income: Ef2ENE:
Currency translation differences EREHES - - - - 74,956 - 74,956
Total comprehensive income for HE-Z-—-£-8=1-H
the year ended 31 March 2011 HEEREENE - - - - 74,956 466,890 541,846
Share issued pursuant to the exercise BT ERERREMZ%(T
of over-allotment option (Note 27()) 2R (Hz#27()) 9,300 204,600 - - - - 213,900
Issuance of new shares (Note 27 (i)~ E{75 &M (H227(i) 36,628 842,432 - - - - 879,060
Share issuance costs incurred REERBZRAZARA
in current year - (30,207) - - - - (30,207)
Transfer to statutory reserve BRTETRE - - - 46,487 - (46,467) -
Balance as at 31 March 2011 RZB--5=5=1-H
& 245,928 2,940,531 (964,044) 96,487 145419 1,336,090 3,800,411

BIMEEZERAR AR
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

MERREHR

FOR THE YEAR ENDED 31 MARCH 2012 HZ_ZT——_H=A=+—HILFE

Retained
earnings/
Share Share Capital Statutory Exchange  (accumulated
capital premium reserve reserve reserve losses) Total
e ki R ERRE ERGE  REEA/ it
(RitER)
(Note 27) (Note 28) (Note 28) (Note 28)
(fi2r) (fi28) (fi28) (ffi228)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$' 000
TER TER TER TER TER TER TER
Balance as at 1 April 2011 RZB--FMB-RB2iH 245928 2,940,531 (964,044) 96,487 145,419 1,336,090 3,800,411
Loss for the year EEBE - - - - - (215,76)  (2,152,716)
Other comprehensive loss: Eh2EEE:
Release of exchange reserve upon ~ —RHBAABERA
de-consolidation of a subsidiary EOEREE (//fEZ?)
(Note 29) - - - - (145,419) - (145,419)
Total comprehensive loss for the BE-S-ZEZA=1-H
year ended 31 March 2012 tEERELER - - - - (145419)  (2152,716)  (2,208,135)
Reclassification of statutory reserve ~ —EMBAANERAAEES
upon de-consolidation of a subsidiary  ETFHEEHNH B - - - (96,487) - 96,487 -
Transactions with owners HEEAZRA
Repurchase of shares (note 27(ii))  BERG(H2271) (4811 (18,173) - - - - (82,984)
Balance as at 31 March 2012 R-B-Z£=A=1-H
2s WMT 2862358 (964,044) - S 013%) 1419292
The notes on pages 79 to 183 are an integral part of these ~ N E79H EF183E 2 Wi NI K N 43 & B 15 8
consolidated financial statements. xZ— E‘B
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CONSOLIDATED STATEMENT OF CASH FLOWS
RERERER

FOR THE YEAR ENDED 31 MARCH 2012 BZ-ZT——-F=A=+—RHIEFE

2012 2011
—B-C-F —F——F
Note HK$’ 000 HK$’ 000
bt it TERT FHET

Cash flows from operating RELETHZ2HERE

activities
Cash (used in)/generated cE (TR FEEXEZES

from operations 30 (215,177) 294,844
Interest paid EENEESS - (10)
Income tax paid EFTEH (50) (67,923)
Income tax refunded ROPTSH 480 -
Net cash (used in)/generated KETES (A FEELZ

from operating activities ReFHE (214,747) 226,911
Cash flows from investing RERETBHZHERE

activities
Net cash outflow from REBUHEGZE ARMBARZ

de-consolidation of subsidiaries WERAFHE 29 (350,788) -
Proceeds from disposal of HEWE - WEREHE

property, plant and equipment Fr{S 3K 18 30 4,398 2,473
Purchase of property, WEDE  BEREZB

plant and equipment (97,856) (204,114)
Purchase of land use rights BEE L A - (30,237)
Purchase of intangible assets BEREEE (1,000) -
Prepayments for purchase of WEEMZ - E R

property, plant and equipment T IR (803) (305,249)
Prepayments for acquisition WEMZE RS H

of trademark and CEF-SERNE

distribution network - (145,800)
Interest received 2 U A 9,659 8,818
Net cash used in investing WEEESFTABE TR

activities (436,390) (674,100)

BIMEEZERAR AR
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FOR THE YEAR ENDED 31 MARCH 2012 HZ_ZT——_H=A=+—HILFE

2012 2011
—B-C-F —F——F
Note HK$’ 000 HK$’ 000
bt it TERT FHET
Cash flows from financing REMETHZ2HERE
activities
Repayments of bank borrowings BT EE (9,600) (146,172)
Interest paid on bank borrowings EFIRTEEF B (719) (7,459)
Proceeds from issuance of [ 77 {5 A 58 B A% 1 i
ordinary shares pursuant to BT EBRATSIE
the exercise of over-allotment
option 27 - 213,900
Proceeds from issuance BATHR D PRAS RUIE
of new shares 27 - 879,060
Payments for share issuance costs 3z i B% 17 3% 77 pk X - (81,403)
Payments for repurchase of shares 1% Bl } {5 27 (82,984) -
(Increase)/decrease in restricted R H/RITFER
bank deposits (&) mL (910) 9,510
Net cash (used in)/generated BMEEE (FTA) FELZ
from financing activities e FHE (94,213) 867,436
Net (decrease)/increase in cash iﬁﬁ&ﬁﬁ%f‘%
and cash equivalents W) R (745,350) 420,238
Cash and cash equivalents, i%ﬂ?ﬂ@%ﬁﬂﬂiﬁiéz
net of bank overdrafts at ReMHeEEY
the beginning of the year 1,492,517 1,067,985
Exchange difference on cash RekReEEBY
and cash equivalents b =58 - 4,294
Cash and cash equivalents, FRABRBTEZERZ
net of bank overdrafts at ReRkReEEY
the end of the year 23 747,167 1,492,517
The notes on pages 79 to 183 are an integral part of these ~ N E79H EF183E 2 Wi NI N 43 & B 15 )
consolidated financial statements. RZ—HH o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

GENERAL INFORMATION

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

The Company and its subsidiaries (except for
the “De-consolidated Subsidiaries” as defined in
Note 2.1 below) are collectively referred to as the
“Group”. The subsidiaries of the Group are principally
engaged in the trading and manufacturing of tissue
paper products and recycled greyboard, trading
of recovered paper and provision of confidential

materials destruction services.

These consolidated financial statements are
presented in Hong Kong dollars (HK$), unless
otherwise stated. These financial statements have
been approved for issue by the Board of Directors on
22 March 2013.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

2.1 Basis of preparation

The principal accounting policies applied in
the preparation of these consolidated financial
statements are set out below. These policies
have been consistently applied to all the years

presented, unless otherwise stated.

In the course of preparing its interim financial
information for the six months ended 30
September 2011, the Board of Directors of
the Company (the “Board”) were made aware
of evidences indicating the existence of
potential irregularities with respect to a deposit
placed with a third party of RMB100,000,000
(approximately HK$120,000,000) recorded in
the books of EINEFMAEEGR AR (“Huizhou
Fook Wo0"), a wholly owned subsidiary of the
Group (the “Incident”). Accordingly, in the
interest of the Company and its shareholders,
on 28 November 2011, the Company applied for
suspension of trading in the Company’s shares
on the Stock Exchange. On 29 November
2011, the Company received a cash deposit of
approximately HK$120,000,000 (the “Deposit”)
from a former executive director, at which time
the Board was uncertain about the nature of
such deposit. On 2 December 2011, the Board
established an independent special committee
(the “Special Committee”) to conduct an
investigation into the Incident and the Deposit
and to review the internal control system of the
Company with the assistance of an independent
accounting firm. On 27 April 2012, the Special
Committee engaged another independent
accounting firm to conduct a forensic review
into the Incident and the Deposit (the “Forensic
Review”) following the preliminary investigation
results of the previous independent accounting
firm.

Fook Woo Group Holdings Limited ® Annual Report 2012
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EXEHERBE(E)

2.1 Basis of preparation (Continued) 21 RBEE(E)

Based on the results of the Forensic
Review, the Board concluded that the
deposit of RMB100,000,000 (approximately
HK$120,000,000) recorded in the books of
Huizhou Fook Woo was not in fact made and
the amount was not transferred out of the
accounts of Huizhou Fook Woo and a number
of documents related to the Incident were
fabricated. In addition, the Forensic Review
has revealed, among other things, certain other
irregular transactions entered into by Huizhou
Fook Woo. Based on the results of the Forensic
Review, the Board further concluded that,
among other things, a substantial portion of the
books and records of Huizhou Fook Woo for the
year ended 31 March 2012 and prior periods

were missing.

As of the date of this report, the directors have
used its best effort, to the extent commercially
practicable, to reconstruct the accounting
records of Huizhou Fook Woo for the year ended
31 March 2012, applying their best estimates
and judgement based on the information of
the Group that are available to the directors.
However, given the loss of a substantial portion
of books and records and the fact that most
of the key accounting personnel and previous
management of Huizhou Fook Woo left the
Group and now not contactable, the Board
believes that, as at the date of the report,
it is almost impossible, and not practical,
to ascertain the transactions and balances
of Huizhou Fook Woo for inclusion in the

consolidated financial statements of the Group.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.1 Basis of preparation (Continued)

Furthermore, on 31 January 2013, Wealthy
Peaceful Company Limited (“Wealthy Peaceful”),
a wholly owned subsidiary of the Group,
commenced members’ voluntary liquidation,
and provisional liquidators were appointed on
the same date. The liquidation would involve
the liquidation of Wealthy Peaceful, and its
wholly owned subsidiaries, namely Golddoor
Company Limited (“Golddoor”) and Huizhou
Fook Woo (Wealthy Peaceful, together with its
wholly owned subsidiaries, namely Golddoor
and Huizhou Fook Woo, are collectively referred

to as the “De-consolidated Subsidiaries”).

Given these circumstances, the directors
have not consolidated the financial statements
of the De-consolidated Subsidiaries in the
Group’s consolidated financial statements
as at and for the year ended 31 March 2012.
As such, the results, assets and liabilities of
the De-consolidated Subsidiaries have not
been included in the consolidated financial
statements of the Group since 1 April 2011.
The resulting loss on de-consolidation of
approximately HK$415,549,000, which is
determined based on the net asset value of
the De-consolidated Subsidiaries as at 1 April
2011, has been recognised in the consolidated
income statement for the year ended 31 March
2012.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EXEHERBE(E)

2.1 Basis of preparation (Continued) 21 RBEE(E)
Moreover, as at 31 March 2012, the total EX - RZTFE——-F=ZA=+—8 " BUH
amounts due from the De-consolidated RAEANERMBARENAERRARRZ

Subsidiaries to the Group and the Company
before any impairment provision amounted
to approximately HK$2,262,677,000 and
HK$1,157,845,000 respectively. The directors
have assessed the recoverability of these
balances based on the valuation of the plant
and machineries, properties and land use
rights of Huizhou Fook Woo performed by
independent valuers as at 30 September 2012,
as the directors consider this to be the earliest
practicable date for such a valuation given the
aforementioned circumstances. Accordingly,
impairment losses on balances due from the
De-consolidated Subsidiaries of approximately
HK$1,730,505,000 and HK$625,673,000
were recognised in the consolidated income
statement and the Company’'s financial
statements for the year ended 31 March 2012

respectively.

Details of the De-consolidated Subsidiaries and
the loss on de-consolidation are set out in Note

29 to the consolidated financial statements.

mlﬁﬁ@aﬁ%ﬂu RAT IR E AR - 5 B4
#%2,262,677,0007% 7T [1,157,845,000
AL BEECREBUMGEMN -FT—=
FARA=TBEBMBENZBE ks
MR R L fE AT 2 A 1E - FHE L
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.1 Basis of preparation (Continued)

In the opinion of the directors, the consolidated
financial statements as at and for the year
ended 31 March 2012 prepared on the
aforementioned basis is the most appropriate
way of presenting the results and state of
affairs of the Group as the directors were
unable to obtain sufficient documentary
information to satisfy themselves regarding
the transactions and balances related to the
De-consolidated Subsidiaries. However, the
non-consolidation of the De-consolidated
Subsidiaries is not in compliance with the
requirements of International Accounting
Standards (“IAS”) 27 “Consolidated and
Separate Financial Statements”. Given the
aforementioned circumstances, the directors are
unable to ascertain the impact of the potential
irregularities with respect to the accounting
records and transactions of Huizhou Fook Woo,
if any, and the non-consolidation of the De-
consolidated Subsidiaries on the consolidated

financial statements.

Except for the matters referred to above,
including the de-consolidation of the De-
consolidated Subsidiaries, the consolidated
financial statements of the Group have been
prepared in accordance with International
Financial Reporting Standards (“IFRS”). The
consolidated financial statements have been

prepared under the historical cost convention.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EXEHERBE(E)

2.1 Basis of preparation (Continued) 21 RBEE(E)

The preparation of the consolidated financial
statements in conformity with IFRS requires the
use of certain critical accounting estimates.
It also requires management to exercise
its judgement in the process of applying
the Group’s accounting policies. The areas
involving a higher degree of judgement or
complexity, or areas where assumptions and
estimates are significant to the consolidated

financial statements are disclosed in Note 4.

(a) Amended standards adopted by the

Group

The following amendments to standards
are mandatory and relevant to the Group
for the financial year beginning 1 April
2011.

IFRSs (Amendments) Improvements to IFRSs

2010

The application of the above amendments
to standards did not affect the Group’s

results and financial position.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.1 Basis of preparation (Continued)

(b) New standards, amendments and

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

At the date of authorisation of these
consolidated financial statements, the
following new standards, amendments and
interpretations to existing standards have
been issued but are not effective for the
financial year beginning 1 April 2011 and
have not been early adopted by the Group:

IFRSs Annual Improvements
2009-2011 cycle

IAS 1 (Amendment)® Presentation of
Financial Statements
IAS 12 (Amendment)®? Deferred Tax: Recovery
of Underlying Assets
IAS 19 (Amendment)“ Employee Benefits

IAS 27 (Revised 2011)@ Separate Financial
Statements

IAS 28 (Revised 2011)® Investments in
Associates and Joint
Ventures

IAS 32 (Amendment)® Financial Instruments:
Presentation -
Offsetting Financial
Assets and Financial
Liabilities

IFRS 1 (Amendment)" Severe Hyperinflation
and Removal of Fixed
Dates for First-time
Adopters

IFRS 1 (Amendment)® First Time Adoption of

Government Loans
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2 SUMMARY OF SIGNIFICANT 2
ACCOUNTING POLICIES (Continued)

EXRETHREME(B)

21 mEEE(E)
(b) HARLEMTAEBIARIEEHRAEZ
FTETER s BEERZ KT RZFE

that are not effective and have not (#&)

2.1 Basis of preparation (Continued)
(b) New standards, amendments and

interpretations to existing standards

been early adopted by the Group

(Continued)

IFRS 7 (Amendment)™ Financial Instruments: ERERSENES  eBIA:BE-
Disclosures - CHIR BHEREER
Transfers of Financial tRARE

IFRS 7 (Amendment)®

Assets

Financial Instruments:

BRI RS ERETH

TRIA: RE-

Disclosures — CHIK BRoRAE
Offsetting Financial
Assets and Financial
Liabilities
IFRS 96 Financial Instruments BREHREENRS  SBIA
IFRS 7 and HKFRS 9 Mandatory Effective BRMBREERETRR  BHEMBBR
(Amendments)® Date and Transition BEM KRS ER BEERE
Disclosures F9% (B31)@
IFRS 10¢ Consolidated Financial EREHREEIZ10%Y SEUBRE
Statements
Amendments to Transitional Guidance BRI BRERAFE10. BEHES
IFRSs 10, 11 and 12 1 R125% 2 B3I
IFRS 114 Joint Arrangements ERFBEREENENTY BAERH
IFRS 12 Disclosure of Interests BEREBEREENF12RY RERANEEL
in Other Entities i
IFRS 131 Fair Value Measurement BRMBRERAE IR ATEHE
IFRIC - Int 201 Stripping Costs in the BRI BREREZEE BRABBLIERR
Production Phase of a —REE0HY ZHEBA

Surface Mine
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.1 Basis of preparation (Continued)

(b) New standards, amendments and

interpretations to existing standards

that are not effective and have not

been early adopted by the Group
(Continued)

(1)

Effective for financial periods beginning
on or after 1 July 2011

Effective for financial periods beginning
on or after 1 January 2012

Effective for financial periods beginning
on or after 1 July 2012

Effective for financial periods beginning
on or after 1 January 2013

Effective for financial periods beginning
on or after 1 January 2014

Effective for financial periods beginning

on or after 1 January 2015

The Group is in the process of assessing

the impact of these standards, amendments

and interpretations to existing standards

and does not expect there will be a material

impact on the consolidated financial

statements of the Group.
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2 SUMMARY OF SIGNIFICANT 2 EAETHBERBE(E)
ACCOUNTING POLICIES (Continued)

2.2 Subsidiaries 2.2 fEAQA
(a) Consolidation (a) HEKHE

Subsidiaries are all entities (including MEBAREAEREEERENS
special purpose entities) over which RisEmE 2 MBER (BREFK
the Group has the power to govern the BEMER)  —REGBAYERE
financial and operating policies generally AT FAEEELTIEH S —F
accompanying a shareholding of more Bgn *A%FEHTETTTT@YT
than one half of the voting rights. The BRIEBEREELEBEE -
existence and effect of potential voting AEEBEE-—HERBITEA 50%2
rights that are currently exercisable RE# BEREREHEmMAIE R
or convertible are considered when Eﬁﬁﬁk&%@ﬁ%ﬁ% R g R
assessing whether the Group controls BRI -

another entity. The Group also assesses
the existence of control where it does not
have more than 50% of the voting power
but is able to govern the financial and

operating policies by virtue of de-facto

control.

De-facto control may arise from circumstances WEARFEHBB0%ZIERE 82
where it does not have more than 50% of the RERZEG M A EEEM B & E
voting power but is able to govern the financial BREREZBEAT  NARELEER
and operating policies by virtue of de-facto 2= I 4 o

control.

Except for the De-consolidated Subsidiaries BRI 5E295F il 2 BUB 4R & ABRHT B
as further explained in Note 29, subsidiaries NEIASN - M A A hl S
are fully consolidated from the date on which EREEAREAEGZE AR £
control is transferred to the Group. They are de- THIMERIE ARBRIEERE AR o

consolidated from the date that control ceases.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.2 Subsidiaries (Continued)

(a) Consolidation (Continued)

On consolidation, inter-company transactions,
balances, income and expenses on
transactions between group companies
are eliminated. Profits and losses resulting
from inter-company transactions that are
recognised in assets are also eliminated.
Accounting policies of subsidiaries have
been changed where necessary to ensure
consistency with the policies adopted by the
Group.

(i) Business combinations
The Group applies the acquisition
method to account for business
combinations. The consideration
transferred for the acquisition of a
subsidiary is the fair values of the
assets transferred, the liabilities
incurred to the former owners
of the acquiree and the equity
interests issued by the Group. The
consideration transferred includes
the fair value of any asset or
liability resulting from a contingent
consideration arrangement.
Identifiable assets acquired and
liabilities and contingent liabilities
assumed in a business combination
are measured initially at their fair
values at the acquisition date.
The Group recognises any non-
controlling interest in the acquiree on
an acquisition-by-acquisition basis,
either at fair value or at the non-
controlling interest’s proportionate
share of the recognised amounts of

acquiree’s identifiable net assets.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.2 Subsidiaries (Continued)

(a) Consolidation (Continued)

(i)

Business combinations (Continued)
Acquisition-related costs are

expenses as incurred.

If the business combination is
achieved in stages, the acquisition
date carrying value of the acquirer’s
previously held equity interest in
the acquiree is re-measured to fair
value at the acquisition date; any
gains or losses arising from such re-
measurement are recognised in profit

or loss.

Any contingent consideration to
be transferred by the Group is
recognised at fair value at the
acquisition date. Subsequent
changes to the fair value of the
contingent consideration that is
deemed to be an asset or liability
is recognised in accordance with
IAS 39 either in profit or loss or as
a change to other comprehensive
income. Contingent consideration
that is classified as equity is not
remeasured, and its subsequent
settlement is accounted for within

equity.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.2 Subsidiaries (Continued)

(a) Consolidation (Continued)

(i)

Business combinations (Continued)

Goodwill is initially measured as
the excess of the aggregate of the
consideration transferred and the
fair value of non-controlling interest
over the net identifiable assets
acquired and liabilities assumed. If
this consideration is lower than the
fair value of the net assets of the
subsidiary acquired, the difference
is recognised in the consolidated

income statement.

Disposal of subsidiaries

When the Group ceases to have
control, any retained interest in
the entity is re-measured to its fair
value at the date when control is
lost, with the change in carrying
amount recognised in profit or
loss. The fair value is the initial
carrying amount for the purposes
of subsequently accounting for the
retained interest as an associate,
joint venture or financial asset. In
addition, any amounts previously
recognised in other comprehensive
income in respect of that entity are
accounted for as if the Group had
directly disposed of the related
assets or liabilities. This may mean
that amounts previously recognised
in other comprehensive income are

reclassified to profit or loss.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.2 Subsidiaries (Continued)

(b) Separate financial statements
Investments in subsidiaries are accounted
for at cost less impairment. Cost also
includes direct attributable costs of
investment. The results of subsidiaries
are accounted for by the Company on the

basis of dividend received and receivable.

Impairment testing of the investments in
subsidiaries is required upon receiving
dividends from these investments if the
dividend exceeds the total comprehensive
income of the subsidiary in the period
the dividend is declared or if the carrying
amount of the investment in the separate
financial statements exceeds the carrying
amount in the consolidated financial
statements of the investee's net assets

including goodwill.

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

Company that makes strategic decisions.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.4 Foreign currency translation

(a)

(b)

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

currency.

Transactions and balances

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

statement.

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

within “other gains, net”.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EXEHERBE(E)

2.4 HNEBRE(E)
(c) £@AF

2.4 Foreign currency translation (Continued)

(c) Group companies

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

as follows:

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

balance sheet;

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

transactions); and

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

income.

Goodwill and fair value adjustments
arising on the acquisition of a foreign
entity are treated as assets and liabilities
of the foreign entity and translated at the
closing rate. Exchange differences arising
are recognised in other comprehensive

income.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.4 Foreign currency translation (Continued)

(d) Disposal of foreign operation and

partial disposal

On the disposal of a foreign operation
(that is, a disposal of the Group’s entire
interest in a foreign operation, or a
disposal involving loss of control over
a subsidiary that includes a foreign
operation, a disposal involving loss of joint
control over a jointly controlled entity that
includes a foreign operation, or a disposal
involving loss of significant influence
over an associate that includes a foreign
operation), all of the exchange differences
accumulated in equity in respect of that
operation attributable to the equity holders
of the Company are reclassified to profit or

loss.

2.5 Property, plant and equipment

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

acquisition of the items.

Subsequent costs are included in the asset’'s
carrying amount or recognised as a separate
asset, as appropriate, only when it is probable
that future economic benefits associated with
the item will flow to the Group and the cost of
the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All
other repairs and maintenance are charged to
the consolidated income statement during the

financial period in which they are incurred.

Fook Woo Group Holdings Limited ® Annual Report 2012

2 EXEHERBE(E)

2.4 HNEBRE(E)
(d) HEGHLEBERE T HE

HEBIMNER (BNHEREER
SNETS 2 2 Eb s - R E /*/F&
REH-—HEBBIEBZWER
A2 I HmEESRKREYH
—HEEBINEH B ENR ZIE
HIE) B - AR B A ARG %
AN ER R CRBELERT
EMOBER/ERE -

25 YE- -BERREE
ME - BRE R RERE L KAR RE T
ERREEEEIR ELREABER
BZEEEEEBIERAL -

HERAEERZAB BRI ARAREHE
SEAERARNEE  MZERZK
AR et B - DRt ABEZREE
FHERRBUEE(LNBERERE) - &
BRTEMHZBEEAETARIEER - ME
HiEE L REAXEEELE ZMBH
AR EERIH -

ﬁ

m



2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EXEHERBE(E)

2.5 Property, plant and equipment (Continued) 25 Y¥E -BERZEE)

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

Buildings 4.5%
Leasehold 20% or unexpired
improvements lease term, whichever
is shorter

Plant and machinery 7%-30%

Furniture, fixtures 18%-30%
and equipment
18%-30%

20%

Motor vehicles
Yacht

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

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

estimated recoverable amount (Note 2.7).

Gains and losses on disposals are determined
by comparing the proceeds with the carrying
amount and are recognised within “other gains,
net” in the consolidated income statement.

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

equipment.

ME - BERRKEBEUNEREAERE 1
At A ERFRAGKAE D ERIHE

(ERUNNE

BF 4.5%

HERE 20% 3k 14 #A FH 49
HARR + BUE &
aE

TR 55 Ko s 2% 7%-30%

B B RRE 18%-30%

"RE 18%-30%
fiE 20%

[

REZHRHARK AEESHEERR
BELAERFHETESZ  LELE
EHE-

& EEZREESREEF K@K
B RAEEZREAESEHMBEEA
Yom SRR (M aE2.7) ©
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.5

2.6

2.7

Property, plant and equipment (Continued)

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

Land use rights

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

statement within “administrative expenses”.

Impairment of non-financial assets

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

impairment at each reporting date.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EXEHERBE(E)

2.8 Financial assets 2.8 SREE

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

recognition.

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

deposits’ in the consolidated balance sheet.

Regular way purchases and sales of financial
assets are recognised on the trade-date — the
date on which the Group commits to purchase
or sell the asset. Investments are initially
recognised at fair value plus transaction costs
for all financial assets not carried at fair value
through profit or loss. Financial assets are
derecognised when the rights to receive cash
flows from the investments have expired or have
been transferred and the Group has transferred
substantially all risks and rewards of ownership.
Loans and receivables are subsequently carried
at amortised cost using the effective interest

method.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.8 Financial assets (Continued)

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

reliably estimated.

Evidence of impairment may include indications
that the debtors or a group of debtors is
experiencing significant financial difficulty,
default or delinquency in payments, the
probability that they will enter bankruptcy
or other financial reorganisation, and where
observable data indicate that there is a
measurable decrease in the estimated future
cash flows, such as changes in economic

conditions that correlate with defaults.

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

consolidated income statement.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.8

2.9

Financial assets (Continued)

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

Offsetting financial instruments

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

2.10 Inventories

Inventories are stated at the lower of cost
and net realisable value. Cost is determined
using the weighted average basis. It excludes
borrowing costs. Net realisable value is the
estimated selling price in the ordinary course
of business, less applicable variable selling
expenses.

2.11 Trade and other receivables

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

Trade and other receivables are recognised
initially at fair value and subsequently measured
at amortised cost using the effective interest
method, less provision for impairment.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.12 Cash and cash equivalents

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

2.13 Share capital

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

Where any group company purchases the
Company’s equity share capital (treasury
shares), the consideration paid, including
any directly attributable incremental costs
(net of income taxes) is deducted from equity
attributable to owners of the Company until the
shares are cancelled or reissued. Where such
ordinary shares are subsequently reissued,
any consideration received, net of any directly
attributable incremental transaction costs and
the related income tax effects, is included in
equity attributable to the Company’s equity
holders.

Fook Woo Group Holdings Limited ® Annual Report 2012

2 EXEHERBE(E)

2.12

2.13

RERBREEEY

RERBRERERA R RBAEFE
MEERFHERES FRRARITZANT
o REEB =@ A KIARN 2 E A KEH
SRBRENRITEX NEAEER
BERA - |RITEIIRRBABZEE -

&S

BERI SRS BEERRENBITHR
BT S T IR FEIAZR
D CBRBIE) ©

HEMEERRBEARA ZEmBA
(BEFRAD) - Pt 2 B (B E 15
MZBZBIERA (FIRABR) AR
ABEAAEGZEETHER  BEERD
WAEHKERBRITRL HABLE AR
HEwEHaT  AEMmMKREBRZE
(FIRERRE M EERERHKARE
ST E) IEt ARRAEGEFRE A
JEMh 2 2k -



2 SUMMARY OF SIGNIFICANT 2 ERSHHEME(E)
ACCOUNTING POLICIES (Continued)

2.14 Trade and other payables 214 EHESRR R EMESRIE
Trade payables are obligations to pay for ENEZEREEREXEGRBETES
goods or services that have been acquired in HEFBZERIREMARZEL - B
the ordinary course of business from suppliers. BRE—F—FR(EERAMAUEED
Accounts payables are classified as current FEEERRN) cENERERDEE
liabilities if payment is due within one year or AR BR EIEREBBEDTIR -

less (or in the normal operating cycle of the
business if longer). If not, they are presented as

non-current liabilities.

Trade and other payables are recognised JENE 5 R R A M EN FRIBA A AR
initially at fair value and subsequently measured TEER HEFERAERMNBEREH
at amortised cost using the effective interest RAGTE °
method.

2.15 Borrowings 215 B &
Borrowings are recognised initially at fair value, BEVIRATEIREE 2 X SHKAR
net of transaction costs incurred. Borrowings R (EEHBEHEIEARTE  IER
are subsequently carried at amortised cost; B(MBRRZEA) BEREE 2 EME
any difference between the proceeds (net of HOFAERAEENEENEERE
transaction costs) and the redemption value B RER -

is recognised in the consolidated income
statement over the period of the borrowings

using the effective interest method.

Borrowings are classified as current liabilities BRIEAEEEHEKGBERBEHR
unless the Group has an unconditional right to EEEHEERAERL T @A FRIE
defer settlement of the liability for at least 12 R—EEEARDAEE -
months after the balance sheet date.

2.16 Current and deferred income tax 216 NHARELFREBH
The tax expense for the year comprises current AFEzHBEYHEENEALRELERIE
and deferred tax. Tax is recognised in the REBEERTEMEZAKRES K TEEREN
consolidated income statement, except to the HRZEENFEBDEEEEMZEK
extent that it relates to items recognised in other ASEZANER I BEHESZEE
comprehensive income or directly in equity. In AR MER -

this case, the tax is also recognised in other
comprehensive income or directly in equity,

respectively.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.16 Current and deferred income tax

(Continued)

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

authorities.

Inside basis differences

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

deferred income tax liability is settled.

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

temporary differences can be utilised.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EXEHERBE(E)

216 N RIELEFREH (8)

2.16 Current and deferred income tax

(Continued)

Outside basis differences

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

reverse in the foreseeable future.

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

on a net basis.

2.17 Employee benefits

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

balance sheet date.

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

time of leave.

SEEE
REMBRAAMELECERZRBERR
EFEFTAS R - M fis A5 5 1B AT 22 1) B 22
B7BOER MERKZEEASNA
5% R [ Bl B S

ERAENITENAKIRARIAE E R
RAERBEAGEEE METHEHRIE
EERAELER -BEHEZEERA
ERFEAERBEIEAREATERK
TREAMERBKZMEHER - R
ARELEREHEERBETREH -

217 EEEF
(i) ESEERY
BREEEFBRERBAREBREBNE
BRI R ZARKER AKEEH
HEAZREERMRBEMESZE
ZEBRREBRBBIAZ MGG EE
TEH B -

REEERBMRERLREENRE
77T HER

BNEEERERAR s —T—ZFF% 105



106

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.17 Employee benefits (Continued)

(ii)

(iii)

Pension obligations

The Group participates in defined contribution
plan. A defined contribution plan is a
pension plan under which the Group pays
fixed contributions into a separate entity.
The Group has no legal or constructive
obligations to pay further contributions if
the fund does not hold sufficient assets to
pay all employees the benefits relating to
employee service in the current and prior
periods.

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

Termination benefits

Termination benefits are payable when
employment is terminated by the Group
before the normal retirement date, or
whenever an employee accepts voluntary
redundancy in exchange for these
benefits. The Group recognises termination
benefits when it is demonstrably committed
to a termination when the entity has a
detailed formal plan to terminate the
employment of current employees without
possibility of withdrawal. In the case of
an offer made to encourage voluntary
redundancy, the termination benefits
are measured based on the number of
employees expected to accept the offer.
Benefits falling due more than 12 months
after the end of the reporting period are
discounted to their present value.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EXEHERBE(E)

218 BRIBEHEBAER

2.18 Provisions and contingent liabilities

Provisions are recognised when the Group has
a present legal or constructive obligation as
a result of past events; it is probable that an
outflow of resources will be required to settle
the obligation; and the amount has been reliably
estimated. Provisions are not recognised for

future operating losses.

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

same class of obligations may be small.

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

expense.

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

reliably.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.18 Provisions and contingent liabilities

(Continued)

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

a provision.

2.19 Revenue recognition

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

and after eliminating sales within the Group.

The Group recognises revenue when the
amount of revenue can be reliably measured,
when it is probable that future economic
benefits will flow to the entity; and when specific
criteria have been met for each of the Group’s
activities as described below. The Group bases
its estimates of return on historical results,
taking into consideration the type of customer,
the type of transaction and the specifics of each

arrangement.
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2 SUMMARY OF SIGNIFICANT 2 EABHEEHBE(E)
ACCOUNTING POLICIES (Continued)

2.19 Revenue recognition (Continued) 219 WHBER(E)
(a) Sales of goods (a) Em#HEH

Sales of goods are recognised when the AEEBRTEFPINMEPEERE
Group has delivered the products to the qo - B A5 12 # TE AT 4k o] AR BE fE U
customer, the customer has accepted FIER  BIEREREEE - £E
the products and collectability of the M EZRFEMR - FREBRERE
related receivables is reasonably assured. BRRBEE®TEP  REPIRHE
Delivery does not occur until the products EEHNHTEEMNER  HAKHEH
have been shipped to the specified ERBRBBBRETEMN B GETY
location, the risks of obsolescence EERE FBR -

and loss have been transferred to the
customer, and the customer has accepted
the products in accordance with sales
contract, or the Group has objective
evidence that all criteria for acceptance

have been satisfied.

(b) Service income (b) MRHEKA
Revenue is recognised when services are Rl 5 A R L PR 75 e T LA T AR o
rendered.

(c) Interest income (c) FIEKA
Interest income is recognised using the FBWANE R R EEMHER -

effective interest method.

2.20 Leases 220 HE
Leases in which a significant portion of the R 2 REH R & B 05H LA
risks and rewards of ownership are retained by AFMBZHE  BEREAREEME - BE
the lessor are classified as operating leases. CEREST N Z2FHE(HMBREEALTZ
Payments made under operating leases (net FRER)  BEREE MR iHFE A
of any incentives received from the lessor), X 2 FENFIE - REBRNUERE
including upfront payment made for leasehold iR eEmRP R -

land and land use rights, are charged to the
consolidated income statement on a straight-

line basis over the period of the lease.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.20 Leases (Continued)

The Group leases certain property, plant and
equipment. Leases of property, plant and
equipment where the Group has substantially
all the risks and rewards of ownership are
classified as finance leases. Finance leases are
capitalised at the lease’s commencement at the
lower of the fair value of the leased property
and the present value of the minimum lease

payments.

Each lease payment is allocated between the
liability and finance charges. The corresponding
rental obligations, net of finance charges, are
included in other long-term payables. The
interest element of the finance cost is charged
to the consolidated income statement over
the lease period so as to produce a constant
periodic rate of interest on the remaining
balance of the liability for each period. The
property, plant and equipment acquired under
finance leases is depreciated over the shorter of

the useful life of the asset and the lease term.

2.21 Dividend distribution

Dividend distribution to the Company’s shareholders
is recognised as a liability in the Group’s and
Company’s financial statements in the period
in which the dividends are approved by the

Company’s shareholders.
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3 FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group’s activities expose it to a variety
of financial risks: market risk (including
currency risk and interest rate risk), credit
risk and liquidity risk. The Group’s overall
risk management programme focuses on the
unpredictability of financial markets and seeks
to minimise potential adverse effects on the

Group’s financial performance.

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

The Group currently does not have a

foreign currency hedging policy.

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

currencies to the Group.

The exchange rate of RMB to HK$ is
subject to the rules and regulations of
foreign exchange control promulgated by
the People’s Republic of China (“PRC”)
government. The Group manages its
foreign currency risk by closely monitoring

the movement of foreign currency rates.

3 HEBRRER
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3 FINANCIAL RISK MANAGEMENT
(Continued)

3.1 Financial risk factors (Continued)

(a)

(b)

Foreign currency risk (Continued)

As at 31 March 2012, if RMB had
weakened/strengthened by 5% against
HKD with all other variables held constant,
pre-tax loss for the year would have been
approximately HK$33,139,000 higher/
lower (2011: HK$58,572,000 lower/higher
on pre-tax profits), mainly as a result of
the foreign exchange losses/gains (2011:
same) on translation of RMB denominated
cash and bank deposits and trade and
bills receivables.

Credit risk

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

For banks and financial institutions,
deposits are only placed with banks with
good credit ratings. For credit exposures
to customers, the Group has policies in
place to ensure that sales are made to
reputable and credit-worthy customers
with an appropriate financial strength and
credit history. It also has other monitoring
procedures to ensure that follow-up
action is taken to recover overdue debts.
In addition, the Group reviews regularly
recoverable amount of each individual
trade and other receivable to ensure that
adequate impairment losses are made for
irrecoverable amounts.
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3 FINANCIAL RISK MANAGEMENT 3
(Continued)

BHRERER(E)

3.1 Financial risk factors (Continued) 31 HERABRREZR(E)
(c) Liquidity risk (c) mEBEZREE
The Group’s policy is to regularly AEBHEATHERE AT RTEH
monitor current and expected liquidity RHESLZEE UWMERERAE
requirements and its compliance with BER#H  UBERAEEARTEL
borrowing covenants, to ensure that it EEBGIGERENBERCESER

maintains sufficient cash from operating
activities and the availability of funding
through an adequate amount of committed

credit facilities.

The table below analyses the Group’s
financial liabilities into relevant maturity
groupings based on the remaining period
from the balance sheet date to the
contractual maturity date. The amounts
disclosed in the table are the contractual
undiscounted cash flows (including
interest payments computed using
contractual rates or, if the contracting rates
are floating, based on rates at the balance
sheet date). Balances due within 12
months equal their carrying balances, as

the impact of discounting is not significant.
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3 FINANCIAL RISK MANAGEMENT 3 BXRRERE(E)
(Continued)

3.1 Financial risk factors (Continued) 31 HERABRREZR(E)
(c) Liquidity risk (Continued) (c) H“BEZLERE(E)
Less than Between
1year 1 and 2 years Total
—FR —EWMEFER A&t
HK$’000 HK$’ 000 HK$’000
FET FERT FET
Group rEE
At 31 March 2012 R-_ZE——F=A=+—8H
Short-term bank RERITEE
borrowings, including BREENFE
interest payable 31,059 - 31,059
Trade and other payables ENE S BRI &
H A & 5RIE 44,193 - 44,193
Amount due to a related  FEfT —[E 5B B E QR FKIE
company 12,081 - 12,081
87,333 - 87,333
Company AT
Other payables H b JE T 5RI8 10,345 - 10,345
Amount due to JE& < — Fei Bt JB8 & B KA
a subsidiary 390 - 390
10,735 - 10,735
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3 FINANCIAL RISK MANAGEMENT

(Continued)

3.1 Financial risk factors (Continued)

(c) Liquidity risk (Continued)

3 MBEBREREGE)

3.1 BERBEZ(E)

(c) HEELREE (&)

Less than Between
1Tyear 1and?2years Total
—FR —EMEA ast
HK$’ 000 HK$’ 000 HK$’ 000
FHET FHET FET
Group rEH
At 31 March 2011 R_TE——F=A=+—H
Short-term bank RERITEE
borrowings, including BIEREMAFER
interest payable and BIRIEBIERER 2
term loans subject to EHIE ®
a repayment on
demand clause 127,627 - 127,627
Long-term borrowings, RHIEE B2
including the current BIEAER 9 &%
portion and interest FE 1 FI B
payable 16,113 15,233 31,346
Trade and other payables ENE 5 ER &
H h FE A 5RO 190,774 - 190,774
334,514 15,233 349,747
Company ¥ NN
Other payables H b &SRB 8,740 - 8,740
Amounts due FEAS BT B A R R IE
to subsidiaries 632 - 632
9,372 - 9,372
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3 FINANCIAL RISK MANAGEMENT
(Continued)

3.1 Financial risk factors (Continued)
(d) Interest rate risk

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

As at 31 March 2012, if the interest rate
on all borrowings had been 100 basis
points higher/lower with all other variables
held constant, pre-tax loss for the year
ended 31 March 2012 would have been
approximately HK$301,000 higher/lower
(2011: HK$1,311,000 lower/higher on pre-
tax profit), mainly as a result of higher/
lower interest expense on borrowings with

floating interest rates.

As at 31 March 2012, if interest rates on all
interest-bearing bank and cash deposits
had been 100 basis points higher/lower
with all other variables held constant,
pre-tax loss for the year ended 31 March
2012 would have been approximately
HK$7,493,000 lower/higher (2011:
HK$14,934,000 higher/lower on pre-tax
profit), mainly as a result of higher/lower

interest income earned.

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

3 MBEBREREGE)

3.2 Capital risk management 3.2 EXEKRER
The Group regards its shareholders’ equity as REEBKERREZRAER KREHE
capital. The Group’s objectives when managing CEXREBEERREAEEEENIEZ
capital are to safeguard the Group’s ability to HEGEEEEEGE  LAREER
continue as a going concern in order to provide Bl R mEmERREEATKME - I
returns for shareholders and benefits for other B REEREEBUARBEARK A -
stakeholders and to maintain an optimal capital
structure to reduce the cost of capital.
In order to maintain or adjust the capital REFNFAERERER  FXEEEEH
structure, the Group may adjust the amount of BEINFREZRESRE MREREER
dividends paid to shareholders, return capital to BAR - BITHRSHEEENEEET -
shareholders, issue new shares or sell assets to
reduce debt.
The Group monitors capital on the basis of the AEBEFMBEABBLREZHER &
gearing ratio. This ratio is calculated as net debt REBELERRFEBRBRABERGTE -
divided by total capital. Net debt is calculated FEBREEEREREMBESEEY
as total borrowings less cash and cash RXBREHIRITERGTE - BERREE
equivalents and restricted bank deposits. Total BEABRME 2 [#aR] N REEE
capital is calculated as ‘equity’, as shown in the Ho
consolidated balance sheet, plus net debt.
The gearing ratios as at 31 March 2012 and RZE—ZFRT——F=HA=+—
2011 were as follows: HeEBEXRBELRERNAT :
2012 2011
—E-C-F —EF——F
HK$’ 000 HK$’ 000
FET FAT
Total borrowings BiEE (24 %25)
(Note 24 and 25) 30,078 131,077
Less: Cash and cash B BRENREEFED
equivalents (Note 23) (P 7E23) (748,445) (1,494,122)
Less: Restricted bank W ZRERITIER
deposits (Note 23) (P 5£23) (910) -
Net debt SEEIR (719,277) (1,363,045)
Total equity B 1,419,292 3,800,411
Total capital FEE= N 700,015 2,437,366
Gearing ratio BEAREEL X N/A FEH N/A 7~ F
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CRITICAL ACCOUNTING
ESTIMATES AND JUDGEMENTS

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

circumstances.

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

below.

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

year end.
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4 CRITICAL ACCOUNTING
ESTIMATES AND JUDGEMENTS
(Continued)

(b) Provision for impairment of inventories

(c)

The Group reviews the carrying value of its
inventories to ensure that they are stated at
the lower of cost and net realisable value. In
assessing the net realisable value and making
appropriate provisions, management identifies,
using their judgement, inventories that are
slow moving or obsolete, and considers their
physical conditions, age, market conditions and

market price for similar items.

Provision for impairment of receivables

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

balance sheet date.

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

additional provision may be required.

(b)

(c)
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4 CRITICAL ACCOUNTING
ESTIMATES AND JUDGEMENTS
(Continued)

(d)

(e)

Provision for impairment of amounts due
from the De-consolidated Subsidiaries
Balances are reviewed for impairment
whenever events or changes in circumstances
indicate that the carrying amounts may not
be recoverable. The recoverable amounts of
the amounts due from the De-consolidated
Subsidiaries have been determined based on
the valuation of the plant and machineries,
properties and land use rights of Huizhou Fook
Woo performed by the independent valuers as
at 30 September 2012. Given the circumstances
as disclosed in the basis of preparation of the
consolidated financial statements (Note 2.1),
the Directors consider this to be the earliest
practicable date for such a valuation. The
determination of the valuation requires the use

of judgements and estimates.

Income taxes

The Group is subject to income tax in a number
of jurisdictions. Significant judgement is
required in determining the worldwide provision
for income taxes. There are many transactions
and calculations for which the ultimate
tax determination is uncertain. The Group
recognises liabilities for anticipated tax audit
issues based on estimates of whether additional
taxes will be due. Where the final tax outcome
of these matters is different from the amounts
that were initially recorded, such differences
will impact the current and deferred income tax
assets and liabilities in the period in which such

determination is made.
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4 CRITICAL ACCOUNTING
ESTIMATES AND JUDGEMENTS
(Continued)

(e)

Income taxes (Continued)

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

From 2009 to 2011, certain subsidiaries of
the Group received notices of additional
assessments from the Hong Kong Inland
Revenue Department (“IRD”) for the years of
assessment 2002/2003 to 2004/2005 demanding
total additional profits tax payments amounting
to HK$18,015,000. Notices of objections have
been served for these notices of additional
assessments. In prior years, the IRD granted
unconditional holdover orders in respect of
additional tax payments of HK$16,015,000. The
remaining amounts of HK$2,000,000 could be
held over on the condition that an equal amount
of tax reserve certificate was purchased.
As such, the Group purchased tax reserve
certificates of HK$1,000,000 and HK$1,000,000
on 1 April 2010 and 1 April 2011 respectively.

4 EEGREFRHE(E)

(e)

FEH (&)

i & 222 B AR A% AR 2K AR A ) B AT BE 1 AR
EREER RNV IARE - A ER R
ETEREZERERBBEBERAR ZELEM
BREE HEREMERAETR -

R_BZANEE-_T——FHE K&
BMETHBARZEEEERBER (BB
BHEEAER-_TT = —TT=FE_
TN/ T RARBFEE 2/ MR
MAHE  BRINBEINNEHBRE H
18,015,000/ 7T » AN 5 & B 3t 52 & 78 00
ARBMEREREBMNE - RBEF
- BB E 5t N R16,015,0007%8
TEHERGE &S - TR T2,000,000
BTARBARSSEZ@EHRARLT
BEMm e Bt - AEBER T —TFN
A—BEZZ——FMHA—B55EA
% /51,000,000 70 2 FEFiL % o

BNEEERERAR s —T—ZFF% 121



122

4 CRITICAL ACCOUNTING
ESTIMATES AND JUDGEMENTS
(Continued)

(e)

Income taxes (Continued)

In February 2012, additional assessments
for the year of assessment 2005/2006 were
received by certain subsidiaries of the Group,
demanding additional profits tax payments of
HK$2,100,000. The IRD granted unconditional
holdover orders in respect of additional tax
payments of HK$910,000. The remaining
amounts of HK$1,190,000 could be held over
on the condition that an equal amount of tax
reserve certificate was purchased. As such,
the Group purchased tax reserve certificates of
HK$1,190,000 in March 2012.

The Group was informed that the additional
assessments are of protective nature and were
issued to keep the 2002/2003, 2003/2004,
2004/2005 and 2005/2006 tax years technically
open in view of the statutory time-bar. The
Group was also informed that the IRD had no
specific basis in arriving at the profits assessed
under the additional assessments.

Management has explored and negotiated
with the IRD the possible settlement cases
with a view to resolving the case as soon as
possible. Based on the discussions with the
IRD, management considers that the settlement
proposal to pay for tax undercharged of
approximately HK$4,959,000 and penalty
surcharge and interests of approximately
HK$5,554,000 is currently the best estimate
of the possible additional tax, penalty
surcharge and interest payable for the years
of assessment 2002/2003 to 2010/2011. As
such, total additional tax, penalty surcharge
and interest of approximately HK$10,513,000
was recorded as income tax expenses in the
consolidated income statement for the year
ended 31 March 2012.
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4 CRITICAL ACCOUNTING
ESTIMATES AND JUDGEMENTS
(Continued)

(e)

Income taxes (Continued)
Should the settlement proposal be turned down
by the IRD, there may be incremental tax liability

and expenses to the Group.

Mr. Leung Kai Kuen, one of the substantial
shareholders of the Company and Ms. Tam
Ming Luen, the then substantial shareholder
of the Company, have entered into a deed of
indemnity with the Group under which they have
agreed to indemnify on a joint and several basis
each member of the Group in respect of the
cash payment for any additional tax assessment
for the year of assessment 2002/2003 and any
other notices of additional assessment that may
be received by any member of the Group for
and including the 2003/2004, 2004/2005 and
2005/2006 tax years through the 2009/2010 tax

year.

Given the circumstances as disclosed in Note
2.1 of the consolidated financial statements
and the uncertainties about the likelihood of
recovering such payments from Mr. Leung Kai
Kuen and Ms. Tam Ming Luen, the estimated
incremental tax liability of approximately
HK$10,513,000 was recorded as the Group’s
income tax liabilities as at 31 March 2012
despite the above mentioned indemnity

arrangement.

(e)
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SEGMENT INFORMATION

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

business segments:

. Recovered paper — sales of recovered papers

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

. Recycled greyboard — manufacturing and sales
of recycled greyboard

. Confidential materials destruction service
(“*CMDS”) — provision of confidential materials

destruction services

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

gross profits.

Fook Woo Group Holdings Limited ® Annual Report 2012
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SEGMENT INFORMATION
(Continued)

Revenue consists of sales of recovered papers,

tissue paper products and recycled greyboard

o EEFR ()

Was BREIEE LA - A5 RRNRBERR
A ARIRME MR ER R - AEE 2K

and provision of confidential materials destruction HBFEUATEE
services. The Group’s revenue consists of the
following:
2012 2011
—E——F —E——F
HK$’ 000 HK$’ 000
FHET FAT
Sales of recovered paper 55 0] AR 498,414 1,244,667
Sales of tissue paper products $HE E R A 240,010 831,618
Sales of recycled greyboard & FAE IR AR AR 6,520 45,938
Provision of confidential materials 1R R = bR S SR AR 7S
destruction services 5,286 4,264
750,230 2,126,487

The analysis of the Group’s revenue from external

RER - AEERBINEEF 2 W R HEFT

customers attributed to the locations in which the TEMEIHWT
sales originated during the year consists of the
following:
2012 2011
—E——fF —T——%F
HK$’000 HK$’ 000
FET FAT
Hong Kong 78 750,230 538,416
The PRC H - 1,588,071
750,230 2,126,487
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SEGMENT INFORMATION
(Continued)

Details of the customers accounting for 10% or more

of total revenue are as follows:

Customer A

Customer B BFZ

Huizhou Fook Woo (Note 35)

5

=N AN (i EE35)

2 EEFR ()

HRKEI10%HA L2 EFFHIBWT :

2012 2011
—E-C—F —E——4F
HK$’ 000 HK$’ 000
FET FHET

- 234,604

84,911 Less than 10%

of total revenue
DR B EE10%

243,942 _

For the year ended 31 March 2012, revenues
of approximately HK$328,853,000 (2011:
HK$234,604,000) were derived from an external
customer and a de-consolidated subsidiary (2011:
one external customer). These revenues were
attributable to the recovered paper and tissue paper
products reportable segments and accounted for

greater than 10% of the Group’s revenue.

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

countries of domicile of the subsidiaries.

The total of non-current assets other than deferred
tax assets located in Hong Kong as at 31 March
2012 was approximately HK$132,645,000 (2011:
HK$234,635,000). There are no non-current assets
located in other countries as at 31 March 2012 (2011:
HK$1,557,307,000).
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SEGMENT INFORMATION 5 S9ER(E)
(Continued)

The segment results and other segment items LTE#IEBE—T——F=A=1+—HILFE
included in the loss for the year ended 31 March KEBEREEP Z2OBEE R EM Y IIE
2012 are as follows: B
Tissue
Recovered paper  Recycled
paper  products greyboard CMDS Group

BlE EEAEK BERR CMDS rEE
HK$000  HK$000 HK$'000 HK$'000  HK$ 000
TR FER FER FERr FEr

Revenue oz 498,414 240,010 6,520 5286 750,230
Cost of sales HEMAK (412,489)  (213,268) (6,142) (2,916)  (634,815)
Segment gross profit 2 EEF 85,925 26,742 378 2,370 115,415
Loss on de-consolidation D)= Ee

of subsidiaries AREL BB (415,549)
Impairment of amounts due ~ EWEUELRA AR
from the De-consolidated MEBABHREZRE

Subsidiaries (1,730,505)
Unallocated operating costs 7 7 fit 4% & Bk /K (122,528)
Finance income, net MEW AT 10,033
Loss before income tax BATEHATERE (2,143,134)
Income tax expense FEHAX (9,582)
Loss for the year FEBE (2,152,716)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR e B RS MR T R

5 SEGMENT INFORMATION 5 WERE)
(Continued)
The segment results and other segment items UTE#EE—T——F=A=1+—HILFE
included in the profit for the year ended 31 March KEesERNBR 2o BEERAEM S SR
2011 are as follows: B :
Tissue
Recovered paper  Recycled
paper products  greyboard CMDS Group
B EFEAE BERR CMDS N e
HK$’ 000 HK$' 000 HK$’' 000 HK$' 000 HK$’ 000
FTAT TAT TET THT FAT
Revenue Yz 1,244,667 831,618 45,938 4,264 2,126,487
Cost of sales HEMAR (821,943)  (506,772) (38,342) (2,674) (1,369,731)
Segment gross profit 2 EEF 422,724 324,846 7,596 1,590 756,756
Unallocated operating costs 7k 7> it & 4 ik 7K (203,201)
Finance income, net BEWNFE 1,349
Profit before income tax B P15 30 A1 A1) 554,904
Income tax expense FTERAY (88,014)
Profit for the year FEMHE 466,890
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OTHER INCOME 6 HWA

2012 2011
—E-C-F —E——F
HK$’ 000 HK$’ 000
TER FH T
Sales of scrapped materials HEER 211 2,139
Sales of packaging materials HEBRMK - 451
Service income AR 7% W A 481 383
Others i 224 2,879
916 5,852
OTHER GAINS, NET 7 HihlmFE
2012 2011
—E-C-F —E——%
HK$’ 000 HK$’ 000
TER FH T
Foreign exchange gains, net b 5 U a8 5 58 29,189 18,717
Loss on disposals of property, HEME - BE R
plant and equipment, net BB EBFE (829) (2,155)
Write off of property, WEEW % - WE NE&E
plant and equipment (754) -
Impairment loss of property, W - WEREHE
plant and equipment (Note 37) B A EE (M15E37) (8,908) -
Others HAty (647) 1,025
18,051 17,587
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EXPENSES BY NATURE

Expenses included in cost of sales, administrative

8 RBRMEIIZAEX

expenses and selling expenses are analysed as Mran T

follows:

AFABHERAN  TRRAX REERX 2D

2012 2011
- —E——F
HK$’ 000 HK$’ 000
TER FHET
Auditor’s remuneration % SN B & 3,800 3,669
Amortisation of land use rights T AR S (M EE17)
(Note 17) 825 1,222
Provision for impairment of FEWE SRR ERE
trade receivables (Note 20) (Bt 5E20) 1,291 4,659
Provision for impairment of deposits NrHEmciZe R
and prepayments to suppliers TERRIA 2 R E B - 500
Direct write off of trade EEMEERE SRR
receivables - 709
Direct write off of deposits BEEMBENTHERZ
and prepayments to suppliers e RIEMFKIE 178 1,000
Cost of inventories sold (Note 19) BEEFERAR (M5E19) 596,918 1,220,359
Depreciation (Note 16) & (FisE16) 11,013 86,256
Operating lease charges T REFIKEHEERR
in respect of land and buildings 11,317 10,156
Employee benefit expense (Note 14) B B @FI X (iE14) 41,402 79,660
Directors’ emoluments (Note 15) EEHE (MiE15) 13,957 8,024
Entertainment expenses IR G4 B S 4,946 12,802
Motor vehicle expenses RERY 8,745 5,608
Legal and professional fees FEEREEER 8,697 3,878
Freight charges EEXM 28,221 74,536
Management fees ERE 8,356 10,314
Others HAt 36,644 73,019
Total cost of sales, administrative BMHERAE  THHRX K
expenses and selling expenses HERM X 776,310 1,596,371
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9 FINANCE INCOME AND COSTS

9 BMEWARKAE

2012 2011
—B-CF —E——F
HK$’ 000 HK$’ 000
TER FH T
Finance income BME WA 10,752 8,818
Finance costs A& A AR
Interest expenses on bank RITEENERX
borrowings (719) (7,185)
Others EHAh - (284)
(719) (7,469)
10 INCOME TAX EXPENSE 10 FiI8RiAX
2012 2011
—E-C=F —_E——F
HK$’ 000 HK$’ 000
FERT FET
Current income tax BUERFR 15 %%
- Hong Kong profits tax —BHAEMGH 442 9
— PRC corporate income tax —HREPEMSH - 90,062
Under provision in prior years BEFERETR
— Current income tax —BIHAFT 18/ 4,959 2
— Penalty surcharge and interests —M e kA A 5,554 -
10,955 90,073
Deferred tax EIERIE
Origination and reversal BN EHCEERED
of temporary differences (1,373) (2,059)
(1,373) (2,059)
Income tax expense TSR 9,582 88,014
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10 INCOME TAX EXPENSE (Continued)

Hong Kong profits tax has been provided at the rate
of 16.5% on the estimated assessable profit for the
year ended 31 March 2012 (2011: 16.5%). Taxation
on overseas profits has been calculated on the
estimated assessable profit for the year at the rates of
taxation prevailing in the country in which the Group
operates.

Huizhou Fook Woo, a de-consolidated subsidiary of
the Group operating in the PRC during the year, was
eligible for a 50% reduction in corporate income tax
rate from 1 January 2009 to 31 December 2010.

The applicable corporate income tax rate for Huizhou
Fook Woo was 25% starting from 1 January 2011.

The income tax on the Group’s (loss)/profit before
income tax differs from the theoretical amount that
would arise using the applicable tax rate of the home

10 FiEHMAx ()

HE-_Z——F=A=+—RBItEE  F&EF
BRAEETEERFEIR16.5% 2 LR B #E (=
T——1%F 1 16.5%) o BINFIB 2 HB IR G
AERHFEENBRASELENERRZE
IMEFTE -

REBRFEANEFRESEBEGE ARMNE
RAEMNBHR_ZEZENF-—HA—AZE_Z—
TE+T A=+ —HAaERESLEMEHN
ﬁ;ﬁ%#:

A-ZT——F—A—RHE BMNEMEAHZD
EFEMRMRERB25% °

Zli’ilhzfﬁfﬁfr SHA (BR) FBEEZ R
%R IR RIRAS AR AR B R R E BB R
ERMERFESHZERBBEIA 2 ZRL

countries of the group entities is as follows: T :
2012 2011
—E-=F —EF—%
HK$’ 000 HK$’ 000
THER T T
(Loss)/profit before income tax BRETSHLAT (E518) /7 E (2,143,134) 554,904
Tax calculated at tax rates applicable 12 & B R F;H 2 & B =
to profits in the respective countries FTERBIIA (353,617) 138,673
Tax effects of: NTEBEzHBTE
Effect of preferential tax rates BERE2ZE - (51,524)
Income not subject to tax BAERTWA (6,710) (2,305)
Expenses not deductible TR
for tax purposes 357,365 3,032
Tax losses for which no deferred WRERELSHEE
income tax asset was recognised ZBIBEE - 136
Penalty surcharge and interests Bﬁ?]l] 1 & E 5,554 -
Under provision in prior years — &iﬂ%ﬁ%@
current income tax —BIHAFT 15/ 4,959 2
Others HAth 2,031 -
Income tax expense TS8R X 9,582 88,014

The weighted average applicable tax rate was 16.5%

(2011: 25%).

Fook Woo Group Holdings Limited ® Annual Report 2012
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13

LOSS ATTRIBUTABLE TO THE
EQUITY HOLDERS OF THE
COMPANY

The loss attributable to equity holders of the
Company is dealt with in the financial statements
of the Company to the extent of approximately
HK$601,823,000 (2011: profit of HK$11,061,000).

DIVIDENDS

No dividends had been paid or declared by the
Company during the year (2011: Nil).

BASIC AND DILUTED (LOSS)/
EARNINGS PER SHARE

Basic (loss)/earnings per share is calculated by
dividing the (loss)/profit for the year attributable to
the equity holders of the Company by the weighted
average number of ordinary shares in issue during

the year.

11

12

13

A A FERIE A ER

PARR R RER AV BAQ BTG AR
1E BB 49/5601,823,0008 70 (Z B ——4 :
811,061,000 7T) ©

[ g=\

ARARFALBRNXEREMRE(ZF
——F ) e

SRELAREE (BB &F

FIRER (BB /BMNTARRBESRFEA
FEIEFE (B1E) FBRLFRB BT LB
Z TR EGETE -

2012 2011
—E-—F —E——%F
HK$’ 000 HK$’ 000
FERT FHET
(Loss)/profit attributable to the equity ~ ANRA A EZEEAE A
holders of the Company (E18) /FH (2,152,716) 466,890
Weighted average number of BETE Bz MiE
ordinary shares in issue R E (T &)
(thousand shares) 2,435,252 2,247,252
Basic (loss)/earnings per share BREAX(EB) BF (HK$0.883% 7T) HK$0.21 3% 7T

BIMEEZERARAR « —F——FFRH
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13 BASIC AND DILUTED (LOSS)/ 13 BREAREE (FB) &F

EARNINGS PER SHARE (Continued) (#8)

Diluted (loss)/earnings per share are equal to basic EAAFETEEEHEL AN  RNEREE
(loss)/earnings per share as there were no potential (BB BRESRERER(BEB) &F
dilutive ordinary shares outstanding during the year (Z=——F : R[) -

(2011: same).

14 EMPLOYEE BENEFIT EXPENSE, 14 BEERAMX(FTEBREESHE)
EXCLUDING DIRECTORS’
EMOLUMENTS
2012 2011
—B-C-F —E——F
HK$’ 000 HK$’ 000
TER FHET
Wages and salaries TENFH® 39,186 59,890
Retirement schemes contributions RRETEIE R 2,044 1,925
Social security costs & R B A AR - 10,979
Provision for unutilised annual leaves  *1{F B FREH 396 -
Reversal of provision for long RHRBBEERED
service payment (913) -
Other allowances and benefits H =2 Bh K 48 A 689 6,866
41,402 79,660
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15 EMOLUMENTS FOR DIRECTORS
AND FIVE HIGHEST PAID

15 EEMERAEHESHFAL

INDIVIDUALS
(a) Directors’ emoluments (a) EE#=
The aggregate amounts of emoluments paid REFAKENTFARAESTZAME
by the Group to the directors of the Company wm
during the year are as follows:
2012 2011
—B-C-F —F——F
HK$’ 000 HK$’ 000
THET FET
Fees e 1,969 751
Salaries, allowance and Fo RUEREDNR
benefits in kind 10,975 6,999
Retirement schemes contributions R EHE 45K 1,013 274
13,957 8,024
The emoluments of each director of the RERFARBSEES M 0OT
Company during the year are as follows:
For the year ended 31 March 2012
BHE-Z--5=A=t+-BLEE
Salaries,
allowance Retirement
and benefits Discretionary schemes
Fees in kind bonus contributions Total
Fa-2H R
wE REVNINE BiERA sTEE At
HK$’ 000 HK$’ 000 HK$’000 HK$’ 000 HK$’ 000
TR TR THT TR TET
Executive directors: HITESE:
Mr. Suen Wing Yip (a) BRERE() - 25 - - 25
Mr. Lau Sai Cheong (b) 2t S %4 (b) - - - - -
Mr. Lai Hau Yin (c) REERE(C) - - - - -
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15 EMOLUMENTS FOR DIRECTORS
AND FIVE HIGHEST PAID
INDIVIDUALS (Continued)

(a) Directors’ emoluments (Continued)

15 EEMERABBEESHFA LT (E)

(a) E=MS (8
For the year ended 31 March 2012
HE-B--¥=ZA=t+-BLEFE

Salaries,
allowance Retirement
and benefits Discretionary schemes
Fees in kind bonus contributions Total
FERE 37N
BE RENNE A BE L3 G
HK$’ 000 HK$’ 000 HK$’000 HK$' 000 HK$’ 000
TER THER TER TER TER
Former executive directors: AEITES
Mr. Leung Kai Kuen (d) PR E(d) - 7,929 - 977 8,906
Mr. Leung Tat Piu (e) REZEFE(e) - 1,119 - 12 1,131
Mr. Cheng Chun Keung, Thomas (f) B3R L4 (f) - 420 - 7 427
Mr. Alan Ing (g) RTERE(Q) - 809 - 6 815
Non-executive directors: FUITES
Mr. Cheng Chi Ming, Brian HBr\rt 225 - - - 225
Mr. Tsang On Yip, BREEE(N)

Patrick (h) - - - - -
Former non-executive directors: AFHTES
Ms. Cheung Nga Lai, SRR (i)

Carol (i) - 673 - 1 684

Mr. Pei Cheng Ming ()) EEHLAE() 225 - - - 225
Mr. Law Siu Wah (k) BEEREK) 88 - - - 88
Ms. Li Zhe (1) BETL() 4 - - - 4
Independent non-executive directors: B FFHITESE :
Mr. Chung Wai Kwok, Jimmy EEEE 225 - - - 225
Mr. Lee Kwok Chung FEHBLE 225 - - - 225
Mr. Lau Shun Chuen ) k2SS 490 - - - 490
Former independent ABUFHRTES:

non-executive director
Mr. Chan Kong (m) B2 M55 A (m) 487 - - - 487

1,969 10,975 - 1,013 13,957
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15 EMOLUMENTS FOR DIRECTORS
AND FIVE HIGHEST PAID
INDIVIDUALS (Continued)

(a)

(a)
(b)
(c)
(d)

Directors’ emoluments (Continued)

Appointed on 26 March 2012

Appointed on 16 October 2012

Appointed on 1 November 2012
Re-designated as a non-executive director
with effect from 30 April 2012, and
removed from directorship on 7 June 2012
Resigned on 6 June 2012

Resigned on 7 October 2011

Appointed on 7 October 2011 and
resigned on 18 April 2012

Appointed on 1 November 2012

Resigned on 1 November 2012

Resigned on 30 April 2012

Appointed on 14 November 2011 and
resigned on 26 March 2012

Appointed as a non-executive director
on 26 March 2012, re-designated as an
executive director on 2 April 2012, re-
designated as an non-executive director
on 16 October 2012, and resigned on 17
January 2013

Resigned on 26 March 2012

15 EEMERABBEESHFA LT (E)

(a) ESEHE (A

(a)
(b)
(c)
(d)

—~
—
=

RZE——F=R=-+HEZ{T
RZE——F+ A+ AEEZE
R-ZE——F+—H—BEZE
BE-E——FWNA=Z+HEHATA
FMITEF WR_FT—ZF~A
+tHERITEFEZH
MRZZE—ZFNANAEMT
RZZE——F+ALHBME
RZE——F+A+tHEZE U
RZE—ZFMA+NBEHE
RZEBE-——ZF+—A—BEZE
RZE—ZF+—A— AT
A
i

T ¥R -_FT——F=A=-+,H
BeE

RZE—ZF=RA=Z+BEZF
RIFATESZ  R_T—_FWNA
—HRAERATES KT —=
FTATABRAECRIEDTES
WHR—ZT—=F—A+tHEHE

R-E——F=F -+ NHEIT
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15 EMOLUMENTS FOR DIRECTORS 15 EEMEREBEESHFAL(E)
AND FIVE HIGHEST PAID
INDIVIDUALS (Continued)

(a) Directors’ emoluments (Continued) (a) EEM& (B
The emoluments of each director of the KEBRARRSESTZMEOT -

Company during the year are as follows:

For the year ended 31 March 2011
HEZZ——5-A=+-ALFE

Salaries,
allowance Retirement
and benefits schemes
Fees inkind  contributions Total
e 2% BIK
wE  REDMR AEIfR At
HK$’'000 HK$' 000 HK$’ 000 HK$’ 000
TET FHET FET FET
Executive directors: WITES:
Mr. Leung Kai Kuen RRAREE - 4,513 238 4,751
Mr. Leung Tat Piu RiEEEE - 1,008 12 1,020
Mr. Cheng Chun Keung, Thomas BiRATE - 1,100 12 1,112
Non-executive directors: FHMTES
Ms. Cheung Nga Lai, Carol REBZLT - 378 12 390
Mr. Cheng Chi Ming, Brian HERLEE 45 - - 45
Mr. Pei Cheng Ming, Michael LEREE 45 - - 45
Independent non-executive directors: By FHTES :
Mr. Chung Wai Kwok, Jimmy EEBRLE 190 - - 190
Mr. Cheng Yu Hong BFmit 51 - - 51
Mr. Chan Kong BRI 5 190 - - 190
Mr. Lee Kwok Chung FEBLE 140 - - 140
Mr. Lau Shun Chuen BB 5t & 90 - - 90
751 6,999 274 8,024
During the year, no director received any FR - NEEHEREE S NERES -
emoluments from the Group as an inducement VEABRERINEBRERAEFE &S -
to join or leave the Group or as compensation SIELEBBEE EEHERERRE
for loss of office. No director waived or has HEEREE o

agreed to waive any emoluments.
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15 EMOLUMENTS FOR DIRECTORS

AND FIVE HIGHEST PAID
INDIVIDUALS (Continued)

(b) Five highest paid individuals

15 EEMERFTRERHFA L (E)

(b) EEEBBHFAL

The five individuals whose emoluments were the FAAEERUGSFHALORIEES
highest in the Group during the year included BEF(ZE——F:38) HEEEZ
3 directors (2011: 3). Their emoluments are Bl B R EF DT o FRENE
reflected in the analysis presented above. The 2B ANLE(ZE——F :28) 2#& 0
emoluments payable to the remaining 2 (2011: N
2) individuals during the year are as follows:
2012 2011
=F-=F —F—F
HK$’ 000 HK$’ 000
FET FAT
Salaries, allowance and Fe RUEREDI=
benefits in kind 1,549 1,401
Discretionary bonus @‘J%? Al 83 663
Retirement schemes contributions E K&t 20 68
1,652 2,132
The emoluments fell within the following bands: EEMENTF T 0EE :
Number of individuals
AE
2012 2011
—B-C-F —T——F
HKS$Nil to HK$1,000,000 =% 5 £1,000,0007%8 7T 2 -
HK$1,000,001 to HK$2,000,000 1,000,0017% 7L £2,000,0007% 7T - 2
2 2
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A MIEHREN

16 PROPERTY, PLANT AND
EQUIPMENT - GROUP

16 M% BERZRE-KE

Furniture,
Leasehold Plantand fixtures and Motor  Construction
Buildings  improvements machinery  equipment vehicles  in progress Total
il
BT BEXE RERBE RERRA e ERIR At
HK$'000 HK$' 000 HK$'000 HK$' 000 HK$'000 HK$'000 HKS'000
TR TR TiEn TERL TR ThR TR
At1 April 2010 RZZ-ZFNA-A
Cost B 333,822 7,789 836,134 1,192 32,582 91,021 1,312,540
Accumulated depreciation £ & (48,791) (6:899) (191,521 (8,759) (23,581) - (279,547)
Net book amount REFE 285,031 890 644,613 2,437 9,001 91,021 1,032,993
Year ended 31 March 2011 HZE=F——%
ZAZT-BILEE
Opening net book amount BORERE 285,031 890 644,613 2,431 9,001 91,021 1,032,993
Additions HE - 1,428 14 2,168 15,503 169,268 299,481
Transfers between categories 5| EEH 74,390 - 114,686 - - (189,076) -
Disposals HE (3,045) - (532) (8) (1,043) - (4,628)
Depreciation g (16,831) (491) (63,443) (930) (4,561) - (86,256)
Exchange differences EizE 14,871 - 25,708 64 220 3,863 44,726
Closing net book amount ~ BAEEFE 354,416 1827 832,146 3731 19,120 75,076 186,316
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16 PROPERTY, PLANT AND

16

EQUIPMENT - GROUP (Continued)

Leasehold Plant and

Buildings improvements  machinery

ME- -BERRE-SE(E)

Furniture,
fixtures and Motor Construction
equipment vehicles Yacht in progress Total
fih

BF HERE HBEREE RERRE HE BE  ERIR At
HK$'000 HK$'000 HK$' 000 HK$'000 HK$' 000 HK$'000 HK$'000 HK$' 000
ThR TR THR THT TR ThR THT THR
Yearended 31 March 2012 HE-F—-%
ZAZt-ALEE
Opening net book amount BNERTE 354,416 1,827 832,146 3,731 19,120 - 75,076 1,286,316
De-consolidation of HEAAREGAAK
subsidries (Note 29) (F229) (354,416) S o188 (1504 (T462) - (15078)  (125734)
Additions RE - 2,120 2,463 1,954 13,875 1178 67,103 98,693
Disposals He - - (76) M G4 - - B2
Wit off i . (175) (10) (382) (181) . ; (754)
Impairment HE - - - - (4,769) (4,139) - (8,908)
Depreciaton i - 61 (3450) @3 4303 (1674) -
Closing net book amount BRERSE - 3,075 12,191 2,909 11,130 5,365 67,103 101,773
At 31 March 2012 RZZ-ZF=f=1-H
Cost WA - 4159 28,344 4,226 33,060 11,178 67,103 148,070
Accumulated depreciation ZEMERNE

and impairment -

(1084) (16,153

(131 @290 (5813 (46,297)

Net book amount FHGE -

3,075 12,191

2,909 11,130 5,365 67,103 101,773

As at 31 March 2012, no buildings were pledged

as collateral for the Group’s borrowings (2011:

HK$138,964,000) (Note 31).

As at 31 March 2011, the buildings were located on

the Group’s land use rights in the PRC with leases of

between 50 and 57 years.

R-ZZE——F=ZA=Z+—B VTEEFKE
BEERAEBEBEZERAR (ZTE——F:
138,964,000/ 7T.) (FT7E31) °

R-ZFB——F=ZA=+—H ZFBFLRH

B - RSB T S - R 50567
FRE -

BIMEEZERARAR « —F——FFRH
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16 PROPERTY, PLANT AND 16 V% - WERRXE -8 (&)
EQUIPMENT - GROUP (Continued)

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

income statement as follows:

2012 2011
—E—_F —ET——4%F
HK$’000 HK$’ 000
THER FHET
Cost of sales 5 & B AR 3,998 75,978
Administrative expenses TR X 7,015 10,278
11,013 86,256
17 LAND USE RIGHTS - GROUP 17 T fEFAE-KE
The Group’s interests in land use rights represent AEBEz T AEERAEMNEERS M
prepaid operating lease payments and their net book ENKEEESEREFEITHT -
values are analysed as follows:
2012 2011
=F-=F —F——F
HK$’ 000 HK$’ 000
FERT FHET
In the PRC, held on unexpired lease EREIZLATHEES
terms between 10 and 50 years KERABEN TF10250F 7% - 41,880
In Hong Kong, held on unexpired EEBZUATHBES
lease term of 35 years AEmEE 35T 29,069 29,893
29,069 71,773
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17 LAND USE RIGHTS - GROUP 17

(Continued)

T EAE-RE(E)

The movements of land use rights are as follows: T AR FBHNT
2012 2011
—E-—fF —T——F
HK$’ 000 HK$’ 000
TER FHT
Opening net book amount B ERE FE 71,773 40,835
Additions during the year FARE - 30,237

De-consolidation of a subsidiary — BB A B EUE

(Note 29) fme ARk (F1EE29) (41,879) -
Amortisation 5 (825) (1,222)
Exchange differences ME & =% - 1,923
Closing net book amount B4R BRI B 29,069 71,773

Amortisation of land use rights has been included in

“administrative expenses” in the consolidated income

statement.

As at 31 March 2012, no land use rights was pledged

as collateral for the Group’s borrowings (2011:

HK$41,880,000) (Note 31).

THERREEHCH AREBRaRZTTHRA
e

R-E——F=ZA=+—H WELTHFERE
KEAAEBEE KRR (ZE——4F
41,880,000 7T ) (Ffi5E31) °
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18 DEFERRED INCOME TAX - GROUP

The analysis of deferred income tax assets and

18 BELEMBEH —FE

BEEFEHEENELEFRGEHABE 22T

deferred income tax liabilities is as follows: e
2012 2011
—E-=F =
HK$’000 HK$’ 000
FHET FH&T
Deferred income tax assets: REFMBMEE
— to be recovered after —RE12E A& U e
more than 12 months 2,884 2,391
Deferred tax liabilities: EEFRIBEE E
— to be settled after more —R@E12@ A &EE
than 12 months (633) (434)
Deferred income tax assets, net RS EE T 2,251 1,957
The gross movement on the deferred income tax BEPMSTERB 2B EHWT :
account is as follows:
2012 2011
—E-—fF —T——F
HK$’000 HK$’ 000
FHE T FHET
At 1 April MmA—H 1,957 (102)
Recognised in the consolidated ERGEAERRER
income statement (Note 10) (FtzE10) 1,373 2,059
De-consolidation of a subsidiary —MEf B AR BEERE A
(Note 29) (Mt £29) (1,079) -
At 31 March R=A=+—H 2,251 1,957
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18 DEFERRED INCOME TAX - GROUP

(Continued)

The movement in deferred income tax assets/

(liabilities) during the year, without taking into

consideration the offsetting of balances within the

same tax jurisdiction, is as follows:

(a)

18 EEED —&KH (%)

BEEMBREE, (BB RFRAZEY (T&
RRBRIBH DA R P EERR) 1T

Deferred income tax assets (a) EEFRBBEE
Accelerated
tax
Tax losses depreciation Total
RBEBR MEBBRFE a&t
HK$ 000 HK$’ 000 HK$’ 000
THETT TETT THETT
At 1 April 2010 MW-_ZE—FFMHA—H 200 (360) (160)
Credited to the FAZEBERE
consolidated income
statement 1,995 556 2,551
At 31 March 2011 R_ZE——F=A=+—H 2,195 196 2,391
Credited/(charged) to the & A (NB)&REEBEE
consolidated income
statement 3,427 (1,855) 1,572
Deconsolidation of a —EHE ARG S AR
subsidiary (Note 29) (PffF7E29) - (1,079) (1,079)
At 31 March 2012 R_ZE-——_F=A=+—H 5,622 (2,738) 2,884
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18 DEFERRED INCOME TAX - GROUP
(Continued)

(b) Deferred income tax liabilities

18 EEED —&KH (&)

(b) EEFEBEE

Accelerated

tax
Tax losses depreciation Total
RBEER MEBBRTE &5t
HK$’ 000 HK$’ 000 HK$' 000
FET FET FET
At 1 April 2010 RZE—ZTFMHAH—H - 58 58
Credited/(charged) to the 5 A/ (F1B)&RAB=mE
consolidated income
statement 1,065 (1,557) (492)
At 31 March 2011 WZE——F=A=+—H 1,065 (1,499) (434)
Credited/(charged) to the & A/ (3B HFABIER
consolidated income
statement (232) 33 (199)
At 31 March 2012 RZZE-—ZF=H=+—H 833 (1,466) (633)

Deferred income tax assets are recognised for
tax losses carried forward to the extent that the
realisation of the related tax benefits through
the future taxable profits is probable. As at
31 March 2012, there were unrecognised tax
losses of approximately HK$39,124,000 (2011:
HK$19,759,000) to be carried forward to offset
against future taxable profits. These losses have

no expiry terms.

As at 31 March 2011, deferred income tax
liabilities of HK$45,483,000 have not been
recognised for the withholding tax and other
taxes that would be payable on the unremitted
earnings of a subsidiary in PRC. Unremitted
earnings totalled HK$1,437,622,000 as at 31
March 2011. The subsidiary has been de-
consolidated since 1 April 2011.

Fook Woo Group Holdings Limited ® Annual Report 2012

it A8 8 50 745 42 28 ] 3 38 SR R JE AR A M) B B 3R

A gt S EEERELEMEHEE - ©
ZTE—ZF=ZA=Z+—H AERREERLY
39,124,000 7T (=& —— 4 : 19,759,000/
T T A A RRERBAE - 2%
BB S B HIR o

RZZE——F=A=+—H LAKE—HPEH
B8N A2 R B A A 2 TR R H Ab
75t T8 1 SR IE FT 15 7 B 545,483,000 7T °
ZE——F=A=+—H RKEXBFEFTA
1,437,622,0008 7L - ZMBARIE =& ——
FOA—BEEHUHEGE AR -



19 INVENTORIES - GROUP 19 FE-&H

2012 2011

—E——fF —E——fF

HK$’ 000 HK$’ 000

THERT THET

Raw materials, at cost R B AR - 52,714

Finished goods, at cost FX G K R 7,772 35,450

7,772 88,164

The cost of inventories recognised as an expense 22— —F=ZA=Z=+—HIFE "

and included in “cost of sales” amounted to MRAEXIFAEERN] 27FE K

approximately HK$596,918,000 for the year ended 31 N4 /596,918,000 L (8 — — 4
March 2012 (2011: HK$1,220,359,000). 1,220,359,0008 L) °

20 TRADE AND BILLS RECEIVABLES - 20 EWEBSEZREKZE £
GROUP

2012 2011

—E-——F —E——%

HK$’ 000 HK$’ 000

FET FAETT

Trade and bills receivables U E 5 BR 31 N e W = Ik 70,991 711,897
Less: provision for impairment W R E R (4,991) (8,569)
Trade and bills receivables — net JEWE 5 BRA R EW R B F5E 66,000 703,328
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20 TRADE AND BILLS RECEIVABLES -
GROUP (Continued)

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

the balance sheet date is as follows:

0 MU E SRR AL RS- KE

(&)

BEFEAEZNRBKREES REINR KR
B —MEESHNTI0BE0H - REERIE
IHEGFCEEE SRR RERER RS
T

2012 2011

—E—_—F —E——F

HK$’ 000 HK$’ 000

FERT FAET

Current B HA 45,402 400,008
1 - 30 days 1-30H 16,996 149,420
31 - 60 days 31-60H 2,268 83,076
61 — 90 days 61-90H 161 42,378
91 — 120 days 91 - 120H 196 24,085
Over 120 days ®120H 5,968 12,930
70,991 711,897

Less: Provision for impairment R E R (4,991) (8,569)
66,000 703,328
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20 TRADE AND BILLS RECEIVABLES -

GROUP (Continued)

As at 31 March 2012, trade receivables of approximately
HK$20,598,000 (2011: HK$303,320,000) were past
due but not impaired. These relate to a number of
independent customers with no history of credit
default. Based on past experience, management
believes that no provision for impairment is necessary
in respect of these balances as there has not been a
significant change in credit quality and the balances
are still considered as fully recoverable. The ageing
analysis of these trade receivables based on due

date is as follows:

0 B E S ERREK RS- KE

(&)

MRZE-——F=A=+—H - #20,598,000/%
T (ZZF——1F : 303,320,000/8 1) 2 EWE
SEFEEBH - BWRFHE - Ll RIBRD
BEEBALBZETEISE,ER - RIZA
A& BHERA RLMGEHRETRER
BEE AAGEEXIEBESL mAL
MERDER B 2EKE - LiERE SR
FIRBI BB 2RI AT -

2012 2011
2% —F—F

HK$’ 000 HK$’000

TR THET

1 - 30 days 1-30H 16,996 149,420
31 - 60 days 31-60H 2,230 83,076
61— 90 days 61-90H 106 42,378
91 - 120 days 91-120H 196 24,085
Over 120 days #1208 1,070 4,361
20,598 303,320
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20 TRADE AND BILLS RECEIVABLES -
GROUP (Continued)

As at 31 March 2012, trade receivables of
approximately HK$4,991,000 (2011: HK$8,569,000)
were impaired and fully provided for. The individually

impaired receivables were mainly related to smaller

20 BWE SRR

IRERRE-KE
(#8)

RZTE—ZF=HA=+—H - #4,991,000%
7T (:%ffﬁ © 8,569,000 7T) 2 R E 5

RSB R E N 2 B o 18 B E FE W R IE
EEEﬁiBﬁJ\ﬁﬁﬁEF/J\ZEﬁ*ﬁﬁﬁ o HRAKR

customers which were in financial difficulties. The R O R TEIZ B A B R 2 BREG AT T ¢
ageing analysis of these non-recoverable receivables
based on due date is as follows:
2012 2011
=F—=% —F—F
HK$’ 000 HK$’ 000
FET FAT
31 - 60 days 31 -60H 38 -
61 — 90 days 61 -90H 55 -
Over 120 days #120H 4,898 8,569
4,991 8,569
Movements on the provision for impairment of trade FEWE SERREREZEESIT -
receivables are as follows:
2012 2011
—E-—fF —T——F
HK$’ 000 HK$’ 000
FET FAT
At 1 April RUA— 8,569 5,835
De-consolidation of a subsidiary —f MT% RNAIBUEERE A (4,869) -
Provision recognised in the ERFEEER i%ﬁﬁmzﬁéﬁ
consolidated income statement 1,291 4,659
Receivables written off during B A~ AT Uk [B] i B A A8 2
the year as uncollectible JE YR IE - (1,371)
Reversal of allowance made BEE/EH 2 EK - (695)
Exchange differences M 5 = & - 141
At 31 March R=A=+—8 4,991 8,569
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20 TRADE AND BILLS RECEIVABLES -

GROUP (Continued)

The creation and release of provision for impaired
receivables have been included in “administrative
expenses” in the consolidated income statement
(Note 8). Amounts charged to the allowance
account were generally written off, when there is no

expectation of recovering additional cash.

The carrying amounts of trade and bills receivables

are denominated in the following currencies:

20 BUESRIRARERZEE-&H

(&)

ERERKIR 2 IS R BB ED T AKE
BERZTTHAX] (M) - S EFERE
Pz 2B —RETRHT AU O E Z IR S RMEH -

TG E 2 BKE 5 EA M EERER
18

2012 2011
—E-CF —E——%F

HK$’ 000 HK$' 000

FExT FATT

HK$ BT 30,718 59,363
uUsD ETT 34,877 19,156
RMB AR 405 624,809
66,000 703,328

As at 31 March 2012, the fair values of the trade and
bills receivables approximate their carrying amounts.
The maximum exposure to credit risk at each balance
sheet date is the carrying value of the receivables.
The Group does not hold any collateral as security
(2011: same).

e

R-_T——"F=ZA=+—H BRREZFEIK
EWEE s A FEREREERS - RNEEE
B BURREzESEERRBEREE - &
SEYEFETMERRERER (2T ——
F:MER) -
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21 INTANGIBLE ASSET - GROUP 21 BREE-&H

Club
debenture
BEES
HK$’ 000
FHET
Opening net book amount as at RZE—ZEFOA—HEZFT—F
1 April 2010 and 31 March 2011 —RA=T—BZHEEFE -
Year ended 31 March 2012 BE-ZE——-F=A=1+—HLHFE
Opening net book amount HI ¥ BR E HE -
Addition (i) HE() 1,000
Closing net book amount HRRBRTEF B 1,000
At 31 March 2012 R-_ZT——F=A=+—H
Cost B 7R 1,000
Accumulated amortisation R RORE
and impairment -
1,000
(i)  On 27 July 2011, the Group purchased a club iy M-ZE——FtA=-+tH AEH
debenture in Hong Kong at HK$1,000,000. 1,000,000 TR BEEBASEES -
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22 PREPAYMENTS, DEPOSITS AND 22 ENRIE - R REMBWRIE-

OTHER RECEIVABLES - GROUP 58
2012 2011
—E——fF —E——F
HK$’ 000 HK$’ 000
FERT FAT
Non-current portion FEENEAES
Prepayments for purchase of BEWE BMERZREZ
property, plant and equipment TETFRIB 732 287,183
Prepayments for acquisition of WERIE R %
trademarks and distribution Z BRI
network - 145,833
Others H A 71 837
803 433,853
Current portion BVEREf
Deposits placed with suppliers MHEENH ES 6,634 48,337
Prepayments to suppliers )t FE R S 2 TR AT FRIB 368 21,259
Other receivables from third KB E=T7 2 HAhEWGRIE
parties (note a) (FffzEa) 9,592 7,935
Other prepayments H b FE 4T 508 9,671 10,697
26,265 88,228
Total HEE 27,068 522,081
As at 31 March 2012, the fair values of the RZZTE—Z—F=A=+—H0 ERAE &
prepayments, deposits and other receivables NEMERZBZ A FTELEERERS
approximate their carrying amounts and are mainly PEZBUBTAHE -RELEEH a2 EER
denominated in HK$. The maximum exposure to S e Pt RIERIEWNIBE ZEEEME - NEFI
credit risk at each balance sheet date is the carrying MIEETMEBRIEAEKB(ZE——F : i
value of each class of receivables mentioned above. @) o

The Group does not hold any collateral as security

(2011: same).
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22 PREPAYMENTS, DEPOSITS AND
OTHER RECEIVABLES - GROUP
(Continued)

As at 31 March 2012, deposits and prepayments of
approximately HK$178,000 were impaired and written
off (2011: balance of HK$500,000 was provided for
and HK$1,000,000 was written off). The other classes
within prepayments, deposits and other receivables

do not contain impaired assets.

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

demand.

23 CASH AND CASH EQUIVALENTS
AND RESTRICTED BANK

22

23

BANRE B RAEMERKE-
@ (&)

RZZE—ZF=A=+—0 ReRkENZKE
#)178,0008 T E BB RME (ZT——F : &
#:500,000/% 7T E 1E# & 521,000,000/ 7T 2. #f
8) c EANIE - Re RHMERGRIEZ K
BREERTEEREELE -

Hfeta -  HAMARBWE=7FHELEER 28 KRA
JEERKER -

ReRRESEYRZRHRBTHE

=
EN

DEPOSITS
Group Company
rEE ¥ NN
2012 2011 2012 2011
- —T——F ZB-Z=§ —T——F
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
FExT FAET FET FAT
Cash in hand FHIRE 43 678 - -
Cash at bank BT & 748,402 1,493,444 650,918 1,123,307
Total cash and cash RekReEEWEE
equivalents 748,445 1,494,122 650,918 1,123,307

Restricted bank deposits SR #I$E1T7F X

910 - - _

749,355 1,494,122 650,918 1,123,307
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23 CASH AND CASH EQUIVALENTS 23 BERBEeESEBYRZREBTE
AND RESTRICTED BANK R(E)
DEPOSITS (Continued)

Cash and cash equivalents are denominated in the LTHEEFECRE MRS EEY
following currencies:

Group Company
rEE ARH
2012 2011 2012 2011

—B--f —T——F ZB--f —_T——F
HK$’ 000 HK$’ 000 HK$’000 HK$ 000
THET TAET TERT TET

Cash at bank and in hand SRITRFERS

RMB AREE 661,281 1,358,056 599,474 1,067,340
HK$ BT 70,846 130,546 51,444 55,967
usD ETT 17,187 5,469 - -
Euro (“EUR”) Bt 7T 1 14 - -
Australian dollars (“AUD") JRTT 40 37 - -

749,355 1,494,122 650,918 1,123,307

As at 31 March 2012, the restricted bank deposits N-ZE——F=A=+—0 " ZRIETEX
were denominated in HK$. They were mainly pledged LUBTTRHE - £ 20 PR ER DUEREFE -

to a supplier to secure supply.

Group Company
rEE ARH
2012 2011 2012 2011

- —T——4F - —T——F
HK$’ 000 HK$ 000 HK$’ 000 HK$’ 000
FTERT THET FTERT THET

Maximum exposure to credit RE&ENBEEEYW R

risk on cash and cash ZRFIBRITERLZ

equivalents and restricted BE=EERE

bank deposits 749,312 1,493,444 650,918 1,123,307
The conversion of RMB denominated balances into BRENARBHEGZSHRAINE - LLRIEPBIE
foreign currencies and the remittance of such bank EEBIRITEBEMARS  SPBEBFEM
balances and cash out of PRC are subject to the 2B BINEE B A RIROIFTIRR -

relevant rules and regulations of foreign exchange
control promulgated by the PRC government.
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23 CASH AND CASH EQUIVALENTS
AND RESTRICTED BANK
DEPOSITS (Continued)

23 BERASEEYNRSRIRTE

(&)

Cash at bank earns interest at floating rates based on RITHSRIBERNRITERAERGTE 22 86
prevailing bank deposit rates. A o
Cash, cash equivalents and bank overdrafts include HrEReRERME  Be BHeFEUK
the following for the purpose of the consolidated RITEZ B/ THIE
statement of cash flows:
Group
rEE
2012 2011
—E-C=F —E——F
HK$’ 000 HK$ 000
FERT FHET
Cash and cash equivalents ReRREEFEY 748,445 1,494,122
Bank overdrafts (Note 25) HRITHE X (KM15E25) (1,278) (1,605)
747,167 1,492,517

24 LONG-TERM BORROWINGS -
GROUP

The maturities of the total borrowings at respective

balance sheet dates are as follows:

24 RAEE-KH

nE

el

IHEAZREERHBEWT

2012 2011

—E——F —E——F

HK$’ 000 HK$’ 000

TER FHET

Bank borrowings, secured BEBRITEE - 28,572
Less: current portion included W BRERRSEE L

in current liabilities BNERER 7 - (14,286)

Long-term borrowings RHEE - 14,286
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24 LONG-TERM BORROWINGS -

GROUP (Continued)

24 REBEE-KEH(E)

The maturities of the total borrowings at respective REBEEB 2 REEBERHBWNT -
balance sheet dates are as follows:
2012 2011
—E-——F —E——%
HK$’000 HK$’ 000
FET FAT
Within 1 year 1F K - 14,286
Between 1 and 2 years 1224 - 14,286
- 28,572
The bank borrowings are denominated in the RITEENLNATEERE
following currencies:
2012 2011
—E—-—fF —E——F
HK$’ 000 HK$’ 000
FHET FAET
RMB AR - 28,572

The bank loans were at floating rates and exposed
the Group to cash flow interest rate risk. The effective
interest rate was 6.72% per annum as at 31 March
2011.

The borrowings of approximately HK$28,572,000 as
at 31 March 2011 were secured by land use rights
and buildings of Huizhou Fook Woo (Note 31).

At 31 March 2011, all the borrowings were secured
by personal guarantees provided by a director and
corporate guarantees by certain subsidiaries.

The fair values of the borrowings approximated
their carrying amounts at 31 March 2011 as all the
borrowings were carried at floating rate interests.

RITBEFVEEFTE  SASERYEESRF
ZEAK N-TE——F=A=+—80 BEF
F R E6.72% °

RZE——F=ZA=+—H " #28,572,000/8
TTZ B EARMNE Z i F AE RIEFER
8 (f5E31) ©

R-ZE——F=A=+—H FMAREHH—
FEERBZAANERMETHEBRAR ZEE
PEREIIR -

HRAAEREEANERHE R2E——F=
A=+t—B BEZATERARAERES -

BIMEEZERARAR « —F——FFRH
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25 SHORT-TERM BORROWINGS - 25 EHRE-RE

GROUP
2012 2011
—E-——F —E——F
HK$’000 HK$’ 000
FERT FAET
Bank overdrafts RITEX 1,278 1,605
Short-term bank loans WHISRITER 28,800 100,900
Total st 30,078 102,505
The short-term bank borrowings are denominated in RHRTEENNTEBRE :
the following currencies:
2012 2011
—E-C=F —E——F
HK$’ 000 HK$’ 000
FHET FAET
HK$ BT 30,078 40,005
RMB AR - 62,500
Total #Et 30,078 102,505
The fair values of short-term bank borrowings REEEH  BRMBEZFETAEKR A2
approximate their carrying amounts at each balance HRTEE A FTERERREMRS
sheet date as the impact of discounting is not
significant.
At 31 March 2012, short-term bank loans of N-_ZE——F=F=+—8 - 28,800,000/ T
HK$28,800,000 (2011: HK$100,900,000) were —ZT——% :100,900,000/ 7T ) 2 52 BAER 1T
arranged at floating rates, thus exposed the Group to BELEEEE - A$$Eﬁﬁfﬁi\ﬁﬂ SJE
cash flow interest rate risk. The effective interest rate oM ZE—ZF=-—A=+—8 BEREFFH=E
as at 31 March 2012 was 2.35% per annum (2011: B2.35% (ZFE——4F: E*U%SB?%) °
5.87% per annum).
At 31 March 2012, no short-term bank loan was RZE——F=ZA=+—H UWERHETE
secured by land use rights and buildings (2011: BATERELREFERB( D ——F
HK$62,500,000) (Note 31). 62,500,007 7T ) (Fff5E31) °
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26 TRADE AND OTHER PAYABLES - 26 ENESZRAREMENSRE-F

GROUP
2012 2011
—E-C=F —_E——F
HK$’ 000 HK$’ 000
FET FAT
Trade payables FERE SR 20,774 74,346
Other payables: H h & 1< 5k IE
— Other PRC taxes payable —HfhER R ETIE - 40,605
— Accrued expenses — R X 23,378 41,100
— Receipts in advance —BPEEBR
from customers 1,775 5,476
— Other payables for construction —EEIREAMEN
in progress FRIE 30 33,381
Others HAth 11 1,342
45,968 196,250
The aging analysis of trade payables based on due REER  BNESEREREHEITOT ¢
date at the balance sheet date is as follows:
2012 2011
=F-=F —F——F
HK$’ 000 HK$’ 000
FET FAT
Current B HA 16,948 62,294
1 - 30 days 1-30H 1,277 5,939
31 - 60 days 31 -60H 140 790
61 — 90 days 61 -90H 65 236
91 — 120 days 91 - 120H 49 150
Over 120 days #120H 2,295 4,937
20,774 74,346

EAMEBZERERA ——FF#% 159



26 TRADE AND OTHER PAYABLES - 26 ENESRFANHEMENRE-F

GROUP (Continued) (%)
The carrying amounts of trade and other payables are AT I E B EHE 2 IR E 5 BR 5k K H i J& 1 5K
denominated in the following currencies: THAREE
Group
xEH
2012 2011
—E-C-F —T——%
HK$’ 000 HK$’ 000
THER FH T
HK$ BT 41,853 45,365
usD ETT 2,340 2,340
RMB AR - 143,069
44,193 190,774
As at 31 March 2012, the fair values of the trade and RZE——F=A=+—H ENEZEIZK
other payables approximate their carrying amounts HthENFBEz A FERAKREERES (ZF
(2011: same). ——%F : @A) °
27 SHARE CAPITAL 27 B
(a) Authorised share capital of the Company (a) FTDAZEERE
2012 2011
- —E——F
HK$’ 000 HK$’ 000
TER FHET
Authorised: ERE
5,000,000,000 ordinary 5,000,000,0000% & i%
shares of HK$0.10 each E{E0.10/8 T 2 & AR 500,000 500,000
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27 SHARE CAPITAL (Continued) 27 BA&(E)

(b) Issued share capital of the Company (b) XABZEBHITRAE
Number of
Ordinary Ordinary
Note Shares Shares
it EERBE ZBR
HK$
BT
At 1 April 2010 RZE—ZFHH—H 2,000,000,000 200,000,000
Shares issued pursuant E AT B RE A IR
to exercise of the BT 2R
over-allotment option (i) 93,000,000 9,300,000
Issuance of new shares BEATEIR D (i) 366,275,000 36,627,500
At 31 March 2011 R-T——%F
—A=+—H 2,459,275,000 245,927,500
Repurchase of shares 85 B A 19 (iii) (48,108,000) (4,810,800)
At 31 March 2012 R-ZF——F
—A=+—H 2,411,167,000 241,116,700
(i) On 9 April 2010, the over-allotment option iy RZE—ZFNHANE  BRE-ZT—ZF
as detailed in the Company’s prospectus —HATNBRIEZRRARRRERMF
dated 19 March 2010 was fully exercised itz B REEREITE - ARRIRE
and the Company issued an aggregate of fi%2.3% 7T 2 8 & B #1774 $£93,000,000
93,000,000 new shares at the offer price BT A%ty o BB RERCAR B B 2 FT 15 A
of HK$2.3 per share. Gross proceeds in 42%8 5213,900,000/% 7T °

relation to the over-allotment amounted to
HK$213,900,000.
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27 SHARE CAPITAL (Continued)

(b) Issued share capital of the Company
(Continued)

(i)

(iii)

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

During the year, the Company repurchased
a total of 48,108,000 of its own shares
on the Stock Exchange at prices ranging
from HK$1.48 to HK$1.88 per share, for a
total consideration of HK$82,984,000. The
repurchased shares were cancelled. The
premium of approximately HK$78,173,000
paid on the repurchase shares was

debited to the share premium account.

28 RESERVES

(a) Group

(i)

Capital reserve

Capital reserve represented the difference
between (i) the aggregate of the consideration
for the acquisitions under common control
upon the reorganisation during the year ended
31 March 2010 (the “Reorganisation”); and
(i) the aggregate of the share capital and
share premium of the entities transferred to

the Group pursuant to the Reorganisation.

Fook Woo Group Holdings Limited ® Annual Report 2012

27 BA ()

(b) ERRZEBRITRA(E)

(i) RZE—ZFF+THA+LHE ARQGHE
AREREABRAT([REALD
AN EBRGRERZE B AR
FAIREHTHREARZIEZESR
2ABTTZ RBERBALARAH
366,275,000/ # iz 1n - 2K (E &
879,060,000 7T - EIERX 5 E R
—E-TE+A-+NBREK

(i) REAN - AQARZENTEHI&.487%8
TLE1.88B L 2 B - REEFTE
Bl K 7K & Ik 15 & $£48,108,0008%
4 R (8 /582,984,000 7T  FTEE[E
2RO B - BERMD B 2%
{B#978,173,0008 L B R I 1535 &

28 f#f

BRIOBR o
(a) =58
(i) EXEFEE

BARRBBRIATRMEZEZRE (IR
HE_ZT—ZF=A=+—HILF
BBl ([BREEIETRER
—EFRBTELHRECRER
M R(NVBRBEEAFERALREEH
ZEBERARRMEEZ B -



28 RESERVES (Continued)

(a) Group (Continued)

(ii)

(iii)

Exchange reserve

The exchange reserve represented the
foreign exchange differences arising from
the translation of the financial statements
of Huizhou Fook Woo. The reserve is dealt
with in accordance with the accounting

policies set out in Note 2.

Statutory reserve

In accordance with the relevant regulations
and the articles of association, a
subsidiary of the Group incorporated in
the PRC, Huizhou Fook Woo is required to
allocate at least 10% of its after-tax profit
determined according to PRC accounting
standards and regulations to the statutory
reserve until such reserve has reached
50% of registered capital. Appropriations
to the enterprise expansion fund and
staff welfare and bonus fund are at the
discretion of the board of directors of
Huizhou Fook Woo. These reserves can
only be used for specific purposes and are
not distributable or transferable in the form
of loans, advances, or cash dividends.
During the year ended 31 March 2011, no
appropriations were made to the statutory
reserve as such reserve has reached
50% of the registered capital of Huizhou
Fook Woo. Upon the de-consolidation
of Huizhou Fook Woo during the year
ended 31 March 2012, the statutory
reserve of approximately HK$96,487,000
was transferred from statutory reserve to

accumulated losses as at 31 March 2012.

28 f## (%)

(a) &&KE (&)

(i) BREFE
MEREETESEMNEMZ B BR
RAEECZERZRE ZRERR
M Er2#k ol 2 et R R IR -

(iii) ZEE@BE
BEBBERRABERMA - £
RE M 2 AR BB A RE
N 48 A0 B R BR P B g RT AR ROE
B oREE10%%BEFIEE
EERE EERHREEREME
R250% c BIMBMEZGAIIE
BECARECERBRESRET
BAMAFES  BHRREETE
BERR  THUER  B®R
SAFZFADRKERE - RBZE
—E—F=ZA=+—HULEFE"
B REE R B EBUE N e MG
& AR 250% + BN 1T
AR - BMBOIRBE=_T—=F
ZA=+—HILEFEDRNHELESE
BR 1% © 996,487,000 LER=F
— =A==+ ANEEHER
ZERETEE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
‘e R M

28 RESERVES (Continued) 28 f#fE (&)
(b) Company (b) A2F
(Accumulated
losses)/
Share retained
Share capital premium earnings Total
(RitER) /
Rx R aE REEA A%t
HK$'000 HK$'000 HK$'000 HK$'000
TAR TERT FHET FHET
Balance as at 1 April 2010 R-E-ZEMA-AZEH 200,000 1,923,706 (9,014) 2,114,692
Profit for the year FEME - - 11,061 11,061
Share issued pursuant to the exercised RAT 1 R R e PR 4
of over allotment option &7z R 9,300 204,600 - 213,900
Issuance of new shares BTN 36,628 842,432 - 879,060
Share issuance costs RIAETHA - (30,207) - (30,207)
Balance as at 31 March 2011 R-ZE--F
ZE=t-Hz&# 245,928 2,940,531 2,047 3,188,506
Loss for the year FEFE - - (601,823) (601,823)
Transactions with owners BEBAZRS
Repurchase of shares (Note 27) BER (H:27) (4,811) (78,173) - (82,984)
Balance as at 31 March 2012 R=B-=%
ZA=t-Rz&8 201,117 2,862,358 (599,776) 2,503,699
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29 INVESTMENTS IN SUBSIDIARIES/
DE-CONSOLIDATED SUBSIDIARIES
AND DUE FROM/(TO)
SUBSIDIARIES/DE-CONSOLIDATED
SUBSIDIARIES

Consolidated subsidiaries: BAANRKBAR
Investments at cost, BRAGTERE  ELETRA

unlisted shares
Due from subsidiaries JRE ST BT I8 1 B 3B

29 RMBLRRBUEGRE ARKE R
RAZREREWR (FEA) HEAR
/BUBERS A MR B D R ROE

Group Company
AEE eI
2012 2011 2012 2011

—F--f —T—F% ZB-=fF —T—F
HK$'000  HK$'000  HK$'000  HKS'000
TERT TAT TR TAT

- - 967,944 967,944
- - 361,545 1,105,636

- - 1,329,489 2,073,580

De-consolidated Subsidiaries: BUB&ZGAARHNEL R
Investments at cost, BEAGFERE
unlisted shares (2012: HK$8)  3E MR
(Z2—ZF : 8¥1)

Due from De-consolidated JRE 5 BT /B8 A R R IE 2,262,677 - 1,157,845 -
Subsidiaries
Less: provision AR EEE
for impairment (1,730,505) - (625,673) -
532,172 - 532,172 -
Due to consolidated JEf4R A ABRM B A RIFIA
subsidiaries - - (390) (632)

The amounts due from/(to) subsidiaries and the De-

consolidated Subsidiaries are denominated in HK$.

Fed, (AT B A R RBUBSG & ARME A
Bl ZRIBAE TR EAL
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29 INVESTMENTS IN SUBSIDIARIES/

DE-CONSOLIDATED SUBSIDIARIES

AND DUE FROM/(TO)

SUBSIDIARIES/DE-CONSOLIDATED
SUBSIDIARIES (Continued)

The following is a list of the principal subsidiaries
which have been consolidated as at and for the year
ended at 31 March 2012:

Name

£

Directly held:
BEERA:

Fook Woo International Limited

BNERARAT

Indirectly held:
R&HRA:

Fook Woo Wastepaper (BVI)
Company Limited
BAEL(RBRES)ARATF

Fook Woo Assorted Paper (BVI)
Company Limited
BNAZER (RERES)ER

Fook Woo Environmental Technologies

(BVI) Company Limited

BHRRHR (RBRES) ERAT

Fook Woo CMDS (BVI) Company Limited
BUEHERRE #BRES)ERAT

Place and date of
incorporation/establishment
AL/

RIBHRAH

The BVI/16 March 2007
KESARES/
“ETRLEZATAE

The BVI/23 March 2009
REERRES/
“EEAFZA-T=R

The BVI/23 March 2009
RE&MREE/
—EZHE=R-1=H

The BVI/23 March 2009
RE4£@MRlE/
“ETNEZRZTZH

The BVI/23 March 2009
ZEERRHS/
“EENFZA-T=H

Fook Woo Group Holdings Limited ® Annual Report 2012

29 RMBLQRBUEGRE ARKE R
RAZREREWR " (FBH) HEAR
S BUBERS ABRM B A B RE (45)

R-E-——F=A=T—BRBEEZBILFE
EFAARZEIEZMNBARMTRESD

Pl

Particulars of
issued paid-in Effective Principal activities
capital interest held and place of operation

BARAHR FeERESE TEXBREELY

Ordinary US$50,030 100% Investment holding/

EiBR50,030% T Hong Kong
RERK/ B
Ordinary US$1 100% Investment holding/
LERIET Hong Kong
RERR/FE
Ordinary US$1 100% Investment holding/
TEkET Hong Kong
RERR/ B
Ordinary US$1 100% Investment holding/
akET Hong Kong
RERK/FHE
Ordinary US$1 100% Investment holding/
LERIET Hong Kong
REER/BA



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

The following is a list of the principal subsidiaries
which have been consolidated as at and for the year
ended at 31 March 2012: (Continued)

Place and date of
incorporation/establishment
Name EMAL/
28 R AR A H

Fook Woo Waste Paper Company Limited Hong Kong/28 September 1993

RUBSARAH BB/ -NMNZENAZTNE

Fook Woo Assorted Paper Hong Kong/15 December 1997
Company Limited &8/ -"NtE+=A+RA

BNt RERAR

Confidential Materials Destruction Hong Kong/22 June 1979
Service Limited &8/ hthE~A=+=H

BHRERGARA

Fook Woo Environmental Hong Kong/23 October 2002
Technologies Limited A/ BT+ A-1=08
BHRREHRARAR

Fook Woo Promotion Limited Hong Kong/17 September 2010
BUREABRAT &%/ -F-TFENRTtA

Fook Woo Paper Agency Company Limited  The BVI/28 November 2011
RNEFRERRAR EEgRBRES/
ZF-—%t+-AZt/\H

29 RMBLRRBUEGRE ARKE R
RAZREREWR (FEA) HEAR
S BUHERE ARKM B A B RIE (8)

R-E-——F=A=T—BRBEEZBILFE
ERaANEZIZEMNBARMTRES (&)

Particulars of
issued paid-in Effective Principal activities
capital interest held and place of operation

RARTHE FeERESE TEEBREELY

HK$1,000,000 100% Trading of recovered
1,000,000 T paper/Hong Kong
EERWE/EE
HK$1,000,000 100% Trading of tissue paper
1,000,000 T products and recycled
greyboard/Hong Kong
EELEIRAREE
"R/ E%
HK$10,000 100% Provision of confidential
10,000 7T materials destruction

service/Hong Kong

REETHHERRE,/

&

HK$1,000,000 100% Procurement of waste
1,000,000% 7 paper/Hong Kong

REESR/ B
HK$1 100% Investment holding/
T Hong Kong

REBR/EFE
Ordinary US$1 100%  Investment holding/
LTakET Hong Kong

REBR/BE
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29 INVESTMENTS IN SUBSIDIARIES/
DE-CONSOLIDATED SUBSIDIARIES
AND DUE FROM/(TO)
SUBSIDIARIES/DE-CONSOLIDATED
SUBSIDIARIES (Continued)

The following is a list of the principal subsidiaries
which have been consolidated as at and for the year
ended at 31 March 2012: (Continued)

Place and date of
incorporation/establishment
Name AL/
£ R KAH

Huizhou Fook Woo Paper Company Limited ~ Hong Kong/4 December 2007
EMENAEERAT 8/ _ZTtE+-ANA

The following is a list of the subsidiaries which have
been de-consolidated from 1 April 2011 (the De-
consolidated Subsidiaries):

Place and date of
incorporation/establishment

Name ERRIL/

&8 RIBBRAH

Wealthy Peaceful Company Limited The BVI/23 March 2009
(formerly known as Fook Woo EBARAREE/
Paper (BVI) Company Limited) ZZENFZAZT=H

ERATERLA (ABAEMNER
(BBRES)ERAT)

Golddoor Company Limited Hong Kong/29 April 1981
EHSBERAT FE/-NN\-EBAZTAE
Huizhou Fook Woo* PRC/26 March 1996

BMEA B/ -ANAEZRZ+AR
# The company is a wholly foreign-owned enterprise.
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29 RMBLQRBUEGRE ARKE R
RAZRERER(FEHN) HERR
S BUHERE ARKME A B RE (8)

Pl

B2 4R

Particulars of
issued paid-in
capital

BARAHR

HK$1
1AL

Effective
interest held

FERER

100%

R-E-——F=A=T—BRBEEZBILFE
BARZEZWBRARMTRES : (&

Principal activities
and place of operation

TEXBREEE

Inactive

i3

THWBARE B ——4mA—BREIY
BAAE (RERAAEHBAR)

Particulars of
issued paid-in
capital

BaRAHR

Ordinary US$1
LARIET

HK$500,000

500,000% 7T

HK$74,702,492
747024923 7

Effective
interest held

i BRER

100%

100%

100%

Principal activities
and place of operation

TEXRREEE

Investment holding/
Hong Kong
RERR/EE

Investment holding/
Hong Kong
REBKR/EE

Manufacturing and sales
of tissue paper products
and recycled greyboard
and sales of recovered
paper/PRC

EREERARBERRY
D REERNE /P E

# ZAFRIEBEDRE -



29 INVESTMENTS IN SUBSIDIARIES/

DE-CONSOLIDATED SUBSIDIARIES
AND DUE FROM/(TO)
SUBSIDIARIES/DE-CONSOLIDATED
SUBSIDIARIES (Continued)

The English names of certain subsidiaries
represented the best effort by management of the
Company in translating their Chinese names as they

do not have official English names.

As explained in Note 2.1, due to the loss of a
substantial portion of books and records and serious
doubt over the authenticity of certain accounting
records of Huizhou Fook Woo, the financial results,
assets and liabilities of the De-consolidated
Subsidiaries have not been included in the
consolidated financial statements of the Group since
1 April 2011.

Details of the net assets of the De-consolidated

Subsidiaries as at 1 April 2011 are set out below.

29 RMBLRRBUEGRE ARKE R

RAZREREWR (FEA) HEAR
S BUHERE ARKM B A B RIE (8)

HRETHBARYELIARXES  HEH
RNARBARARBEEBHET X W ZR
RYRE ©

FANPE FE2. AP o B 0N AR AE K KB
DREMCEAREE T Et Rk EREINEH
RBEGR  WHERAEARNBARZEE
rAEBEE-ZE——FNA-RBESEFALRE
B BHRERA -

TXHEHINEBEGRAARMBRAANR _-T——%F
MA—RzZEEFE-
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29 INVESTMENTS IN SUBSIDIARIES/ 29 RMEB AR BUHGAES ARKE D
DE-CONSOLIDATED SUBSIDIARIES AZRERER(ER)MELHE

AND DUE FROM/(TO)
SUBSIDIARIES/DE-CONSOLIDATED
SUBSIDIARIES (Continued)

S BUHERE ARKM B A B RE (8)

2012 2011
—E-——F —E——%
HK$’ 000 HK$’ 000
TER FHET
Net assets BEFE
Property, plant and equipment M - WE REE(HiE16)

(Note 16) 1,257,334 -
Land use rights (Note 17) T fE A (B 3E17) 41,879 -
Prepayments, deposits and TERTRIE -~ e & H M YGRIE

other receivables 506,411 -
Deferred income tax assets (Note 18) ELEFTSTHEE (H3£18) 1,079 -
Trade and bills receivables FEWE 5B M BRI 624,261 -
Inventories FE 83,365 -
Cash and cash equivalents BeLREZEY 350,788 -
Net amounts due to fellow subsidiaries JE{IR XK B A 7 K&K

and the ultimate holding company TR A R 2 FRIBFEE (2,025,058) -
Trade and other payables BB 5 R R E b e 308 (145,808) -
Bank borrowings RITEHE (91,072) -
Current income tax liabilities EVHAFT IS I B & (42,211) -

560,968 -
Loss on de-consolidation M B AR BUBRE AR

of subsidiaries EEZEE (415,549) -
Exchange reserve released BUB AR & A BR R O [ H e

upon de-consolidation (145,419) -
Analysis of net outflow of cash and EWEARBUEGE AREEZ

cash equivalents arising from ReRBEBWEREDN

de-consolidation of subsidiaries (350,788) -
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30 NOTE TO THE CONSOLIDATED 30 ZERERERMT
CASH FLOW STATEMENTS

Reconciliation of (loss)/profit before income tax to net BErEF A (E8) FHESELERRERS
cash generated from operations: FRZH
2012 2011
—E-—F —E—%
HK$’000 HK$’ 000
FTHEx FET
(Loss)/profit before income tax MRETEB AT (B18) /78 (2,143,134) 554,904
Adjustments for: MUTEEAE:
— Loss on de-consolidation —M B ARIBUELE A
of subsidiaries EEZEE 415,549 -
— Impairment of amounts due from the —JEWEUELRE A
De-consolidated Subsidiaries ME A mlﬁzlmﬁ 1,730,505 -
— Loss on disposals of property, —HEME - BWEREE
plant and equipment, net 2 BT 829 2,155
— Amortisation of land use rights — o b {5 R A g 825 1,222
— Impairment of property, - KBERERXRBERE
plant and equipment 8,908 -
— Depreciation of property, —Mx BELEEEBNE
plant and equipment 11,013 86,256
— Write off of property, — MR - BE REE
plant and equipment 754 -
— Provision for impairment —EINE BRSO E B
of trade receivables 1,291 4,659
— Provision for impairment of deposits ~ — Al fE g X 3% & K
and prepayments to suppliers T8 A~ FRIE R B B - 500
— Direct write off of trade receivables — —EH &M EWE 5 R% - 709
— Direct write off of deposits and —EEMEREERS
prepayments to suppliers Y TiEe RIBNFIE 178 1,000
— Finance costs — & AR 719 7,469
— Interest income —F B WA (10,752) (8,818)
Operating profit before working EEEAREHHLERNE
capital changes 16,685 650,056
— Inventories —-FE (2,973) (22,323)
— Trade and bills receivables —FEH&T%HE%\&J’EH&mTF 11,776 (337,081)
— Prepayments, deposits and —TEIRIE - e kEAM
other receivables JEHK/TAIE (10,517) (27,013)
— Amounts due from related — B BE R T HIE
companies (136) (481)
— Trade and other payables — BB SRR REAM
JE IR (4,474) 17,603
— Amount due to a director —EN—R2EENRE - 14,110
— Amounts due to a related company — — Bt —EBBEEQFKIE 12,081 (27)
— Amounts due from De-consolidated ~ — U EUELR A ABR
Subsidiaries B B8 A &) 58 (237,619) -
Cash (used in)/generated KEXK (TR /FEEZH S
from operations (215,177) 294,844
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30 NOTE TO THE CONSOLIDATED
CASH FLOW STATEMENTS

30 MEBEERERME(B)

(Continued)
In the consolidated statement of cash flows, REEaRERERAN - HE B MR
proceeds from disposals of property, plant and ZESRIERE
equipment comprises:
2012 2011
—E-=F —EF—%
HK$’ 000 HK$’ 000
FET FAET
Net book amount (Note 16) BREFE (MisE16) 5,227 4,628
Loss on disposals of property, HEME - BEREZH2
plant and equipment (Note 7) 18 (f3E7) (829) (2,155)
Proceeds from disposal of property, ﬁ&%¥ CHEREHEZ
plant and equipment FT 1S 3T 4,398 2,473

31 PLEDGE OF ASSETS

During the year, the Group had the following

31 EEEH

TR AKEERNTIEEFR/END - A&

pledge of assets as collateral to secure the Group’s BEHANEFRZEE
borrowings:
2012 2011
—B--F —T——F
HK$’000 HK$’ 000
FET FAT
At net book value: RERMEFEE -
Land use rights (Note 17) T Hb s R AE (BFEE17) - 41,880
Buildings in the PRC (Note 16) PRz &EF (KMEE1e) - 138,964
- 180,844

At 31 March 2011, borrowings totalling approximately
HK$129,471,000 were secured by corporate

guarantees by certain subsidiaries.
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32 FINANCIAL INSTRUMENTS BY

32 FFEEMITH

CATEGORY
Group TEE
Loans and receivables
EXKREWHKE
2012 2011
—B--fF —E——F
Note HK$’ 000 HK$’ 000
Wiz FTER TET
Assets per consolidated REEEAREXR
balance sheet BHTZEE
Trade and bills receivables e E Z BT
e 20 66,000 703,328
Other receivables H b YRR 22 9,592 7,935
Amounts due from related companies &Y BFE 1 B ZUE 35(b) 1,322 1,186
Amounts due from De-consolidated JEH B B4R & AR
Subsidiaries (o)== FNIE O 29 532,172 -
Cash and cash equivalents RehBEEEEY 23 748,445 1,494,122
Restricted bank deposits ZRERITER 23 910 -
Total BEr 1,358,441 2,206,571
Other financial liabilities
Hthemas
2012 2011
—E-CfF —E——F
Note HK$’000 HK$’ 000
Bzt TERT FET
Liabilities per consolidated REEERRBR
balance sheet BTZ8E
Trade and other payables EREZREAK 26 44,193 190,774
H At JE 50
Short-term bank borrowings KHERITEE 25 30,078 102,505
Long-term borrowings REEE 24 - 28,572
Amount due to a related company EN—B@ERRKIE  35(b) 12,081 -
Total HEt 86,352 321,851
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32 FINANCIAL INSTRUMENTS BY 32 BEEEWMIA(E)
CATEGORY (Continued)

Company AT
Loans and receivables
EXKRERHKE
2012 2011
—E-—F —T——F
Note HK$’000 HK$’ 000
gz FTER FET
Assets per balance sheet EEEERETZEE
Other receivable H o fE W K 0B 1,855 991
Amounts due from De-consolidated JEWEUE SR B ARR
Subsidiaries BB A RFIA 29 532,172 -
Cash and cash equivalents ReRREZEY 23 650,918 1,123,307
Total BEr 1,184,945 1,124,298
Other financial liabilities
Hthema s
2012 2011
=EF-=F —F—F
Note HK$’ 000 HK$’ 000
Wizt BT TET
Liabilities per balance sheet EEEBERETZAE
Other payables Hh JE 1 3R 10,345 8,740
Amounts due to subsidiaries JE AT BT B8 22 I SR I8 29 390 632
Total Bt 10,735 9,372
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33 OPERATING LEASE 33 KEHERIE

COMMITMENTS
The future aggregate minimum lease payments under R REFRBAATHBELEHAEZI N 2K
non-cancellable operating leases in respect of land REEBEHESHT :

and buildings are as follows:

2012 2011
=F-=F —F—F
HK$’000 HK$’ 000
THER FHET
Not later than one year TEZH—F 13,670 10,225
Later than one year and ZR—F BEAFNA
not later than five years 14,781 9,489
Later than five years ZRAF - 4,235
28,451 23,949
34 CAPITAL COMMITMENTS 34 EXREKIE
2012 2011
—E-CF —EF——F
HK$’000 HK$’ 000
THEx T
Contracted but not provided for: BETHERBE
— Property, plant and equipment —ME - BERE&E 15,897 317,821
— Acquisition of trademarks and —WERIRE RS HES
distribution network - 41,666
- Others —HAh - 700
15,897 360,187
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35 RELATED PARTY TRANSACTIONS 35 BRAEALRS

(a) The following transactions were carried (a) UATHEREEREALTETZRS
out with related parties during the year:
2012 2011
—E——fF —E——%F
HK$’ 000 HK$’ 000
TER FHET
Non-continuing: [SF 3=
Construction expenditure paid to X ffVibro (H.K.) Limited ([ Vibro)
Vibro (H.K.) Limited (“Vibro”) 2 BER I (T XM EE(iv))
(note (iv) below) 63,887 -
Rental expenses in respect R EEFIANPEEE
of land and buildings paid to BRAG(THRE]) 2
China Gold Industries Limited M (TXHFE>))
(“China Gold") (Note (i) below) 513 984
Rental expenses in respect of land Bt RIEF I N EBRKRE
and building paid to Junway BRARI(TERZ]D 2
Investment Limited (“Junway”) e BRI (T i)
(Note (ii) below) 900 404
Purchase of motor vehicle from MESRKREERAR([EE])
Junway Investment Limited B8 895 (T XXM k(i)
(“Junway”) (Note (iii) below) 365 -
Continuing: HE
Sales to Huizhou Fook Woo MEMBFEITHE 243,942 -
Purchase from Huizhou Fook Woo [ E N 18 A0 #E 7T FR i 225,153 -
Rental expenses in respect MTHMEEFINEEEE
of land and buildings paid BRAR([HEDZ2ES
to E&I Development Limited 2 (R XX 5E(i))
(“E&I") (Note (i) below) 3,000 3,000
Management fee paid and XA R ER R AALE
payable to Fook Woo Waste RAZEBRE
Paper Company (XK FE(V))
(Note (v) below) 1,581 960
Management fee paid and XA R R B EEE A F
payable to Lai Wah Shipping ((BEDZEES
Company (“Lai Wah”) (T 3B FE(vi))
(Note (vi) below) 1,576 984
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35 RELATED PARTY TRANSACTIONS
(Continued)

(a) The following transactions were carried

out with related parties during the year:
(Continued)

Note:
0)

(i)

(iii)

(iv)

These represented the rental expenses for
leasing of office space and an ex-director’s
and China Gold,

respectively. The controlling shareholders of

quarters paid to E&I

E&l are the son and daughter of Mr. Leung Kai
Kuen, one of the substantial shareholders of the
Company. The controlling shareholder of China
Gold is a close family member of Mr. Leung Kai
Kuen. The rental expenses were charged at pre-
determined rates mutually agreed between both

parties.

The amount represented the rental expenses
for leasing of an ex-director’'s quarter paid to
Junway, a company owned by a close family
member of Mr. Leung Kai Kuen, one of the
substantial shareholders of the Company. The
transaction was entered into in the normal
course of business based on terms mutually

agreed by both parties.

The amount represented purchase of a motor
vehicle from Junway, a company owned by a
close family member of Mr. Leung Kai Kuen, one
of the substantial shareholders of the Company.
The transaction was entered into in the normal
course of business based on terms mutually
agreed by both parties.

The amount represented charges for
construction services at the Tseung Kwan O
industrial site provided by Vibro, a company
indirectly owned by one of the substantial
shareholders of the Company. The transaction
was entered into in the normal course of
business based on terms mutually agreed by

both parties.

35 BEEALTRE (&)

(a)

UITAEFRNERHEEALTETZRS
(&)

Wi -

(i)

(i)

(iii)

(iv)

FHcEEERPLAEEARAMESS
EmasAEERTEX N 2BEEH
X HmEZERBRRER/ARRTERR
ZREEREZ —F R o2&
BERRRZEREZ -E2RE - A2
X RETERMEZEXRIRER -

FREFEECSNEZ (HARR IR
R —REERE 2 —2RBRRZA
AEREE-—EMEEEEZ2EER
X RRHEENERABEZLEREE

fERFRAETT ©

FRFEENER (AADAEZERR
RIS E 2 —HHBREZ AT
BE-WAE -ZXHRETEEGE
ZERRAFRERET -

B B IEIE R Vibro (B AR AR H AR —%
TERRMEREBZAR) RNBERL
EBREHEERBEBIE - &R
PIRETT B E 2 IE B EGTETT -
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35 RELATED PARTY TRANSACTIONS
(Continued)

(a) The following transactions were carried

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

(v)

(vi)

(vii)

The amount represented waste paper
management services provided by Fook Woo
Waste Paper Company, a company owned
by Mr.

Company at the Tai Po packing station. These

Leung Tat Piu, an ex-director of the

transactions were entered into in the normal
course of business based on terms mutually

agreed by both parties.

The amount represented waste loading services
provided by Lai Wah. The sole proprietor of
Lai Wah is Mr. Leung Kai Kuen, one of the
substantial shareholders of the Company. These
transactions were entered into in the normal
course of business based on terms mutually
agreed by both parties.

In prior years, Mr. Leung Kai Kuen, one of
the substantial shareholders of the Company
and Ms. Tam Ming Luen, the then substantial
shareholder of the Company, have entered
into a deed of indemnity with the Group under
which they have agreed to indemnify on a joint
and several basis each member of the Group in
respect of the cash payment for any additional
tax assessment for the year of assessment
2002/2003 and any other notices of additional
assessment that may be received by any
member of the Group for and including the
2003/2004, 2004/2005 and 2005/2006 tax years
through the 2009/2010 tax year (Note 4(e)).

(b) Year-end balances with related parties

The amounts due from/(to) related companies

were denominated in HK$. The balances are

unsecured,

interest-free and repayable on

demand. The carrying values of these balances

approximate their fair values.
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(b)
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(v)

(vi)

(vii)
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35 RELATED PARTY TRANSACTIONS 35 BEREEALTRS (B&)
(Continued)

(b) Year-end balances with related parties (b) HEEBREBEALTZFRER(E)
(Continued)
Amounts due from related companies, net of WA BENR CRIEBNGR B ERER
impairment provisions are disclosed as follows: WEMT :
2012 2011
—E-C-F —ET——F
Name Relationship HK$’ 000 HK$’ 000
=% % FEx FAET

Related companies:

EREAT

Huizhou Fook Woo A de-consolidated
EMAE A subsidiary of the Company 532,172 -
RAE 2 BUBSRE AKRWE QA

China Gold Controlling shareholder is
FE a close family member
of Mr. Leung Kai Kuen,
one of the substantial
shareholders of the Company - 164
ERBRRARABEERR 2 —
RREEREZ —BHB

E&I Controlling shareholders
= are the son and daughter
of Mr. Leung Kai Kuen,
one of the substantial
shareholders of the Company 562 512
ERBRERAABETERR 2 —
RREREZ —F—K

Fook Foo Waste A company wholly-owned by
Paper Company Mr. Leung Tat Pui, an
BAEHR AT ex-director of the Company 447 240
HARRIAMEERERLEE
2EBEABZ AT
Lai Wah Sole proprietor is
B &= Mr. Leung Kai Kuen,
one of the substantial
shareholders of the Company 163 120

ME— A ARZERERARE
Hp—HBETEBR

Junway A company owned by
"% a close family member
of Mr. Leung Kai Kuen,
one of the substantial
shareholders of the Company 150 150
HARAIFERR  —REELE
Z—BBBEHERZ A

BNEEERERAR s —T—ZFF% 179
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35 RELATED PARTY TRANSACTIONS
(Continued)

(b) Year-end balances with related parties

(Continued)

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

Ordinance, is as follows:

Name =x
China Gold g
E&l w=iE
Fook Woo Waste Paper Company & MEE# A A
Lai Wah BE
Junway B

35 BEEEALTRE (&)

(b) EEBEALZFLRESR(E)

BRARKEBERRFRBEZER  REFER
AHEGIZE161BIRIREEAT -

Maximum amount

outstanding during

REBEZBEEH
2012 2011
—E—CF —E-—F
HK$’ 000 HK$’ 000
TERT FHET
164 167
562 512
605 320
533 120
150 150

Amount due to a related company is disclosed

e —HAMERRZFIARELT :

as follows:
2012 2011
—E-—fF —T——F
Name Relationship HK$’000 HK$’ 000
=x 2REA FET FET
Vibro A company indirectly owned
by one of the substantial
shareholders of the Company 12,081 -

MARBER - RTERREEHEEZAF
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36 SHARE OPTION SCHEME

Pursuant to the resolutions in writing passed by all
shareholders of the Company on 11 March 2010,
the Company adopted a share option scheme on
11 March 2010 (the “Share Option Scheme”). The
purpose of the share option scheme is to provide
incentives to the Group’s employees including the
executive directors and non-executive directors and
any advisers, consultants, suppliers, customers and
agents (each “eligible participant”). The Board of
Directors of the Company may, at any time within
10 years after the date of adoption of the Share
Option Scheme, make an offer to any participant.
The subscription price for shares granted pursuant
to the Share Option Scheme shall be determined by
the Board of Directors of the Company in its absolute
discretion but shall not be less than the highest of:

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

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

- the nominal value of a share of the Company.

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

36 BRERS

*ETJ§$QETﬁﬁﬁH§%ﬁA:7 TE=ZA+—
BRZEMRZAR  ARAR_T-FTF=
+—E}%%W—Iéiﬁﬁﬂﬂf§éa+§ﬂ(Fﬁﬁﬂxﬁéﬁr%l)
BREAIEERBASEREE  BHENT
BEENFATES UREMER  #FRE
X HER FPAER(ZHIE6EBR2HE
E]) - ARREFSARNKMBERETS A
BRTFERNENREREN2EEELZD R
BB EMRERN ZRBERAARE

SERBBETE  BETRER TIIKFE (S
BaERE)

- RAZ2EEFFELRBHZEER AQF
BRIVREBERZ P AMER EZ2WHE :

- EBEERFLEQZAAEZEXEAROR
BMRXAEARER L2 FHORTE &

- ARARMHZEHE-

RIEERE S TR IT IR BE T SEA
£ i\ﬁﬁ‘%&§$ﬂﬁ§ﬁm5ﬂ§:(W”%ﬁ_
BRI 2FE)EBEITRHBEZ10% ° 10%
2 B I AT 3 iR BT AR R B B AT - AR IR B AR
STEIRA QR M EMBRESERERERF
TE 2B EARITEERELITE R TE8T
2B - TEHBBARA B AR EITRA
Z230% °
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36 SHARE OPTION SCHEME

(Continued)

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

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

An offer of options must be accepted within 30
days from the date of offer, upon payment of a
consideration of HK$1 by the grantee. The exercise
period of any option granted under the Share Option
Scheme shall not be longer than 10 years from the
date of grant of the relevant option. There is no
minimum period for which an option must be held
before the exercise of the option except otherwise
imposed by the Board of Directors of the Company.
As at 31 March 2012, no share option had been
granted under the Share Option Scheme (31 March
2011: same).
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37 EVENTS AFTER THE BALANCE
SHEET DATE

(a)

(b)

Commencement of liquidation of the De-
Consolidated Subsidiaries

On 31 January 2013, Wealthy Peaceful, a wholly
owned subsidiary of the Group, commenced
members’ voluntary liquidation, and provisional
liquidators were appointed on the same
date. The liquidation involves the liquidation
of Wealthy Peaceful, and its wholly owned
subsidiaries, namely Golddoor and Huizhou
Fook Woo (Note 2.1). The liquidation is still in

progress as at the date of this report.

Disposal of certain motor vehicles and a
yacht, and recognition of impairment loss
arising from the disposal

Between May 2012 and September 2012, the
Group disposed of certain motor vehicles
and a yacht with total cost of approximately
HK$6,546,000 and HK$11,000,000 respectively.
An impairment loss on property, plant and
equipment of HK$8,908,000 was recorded in
the consolidated income statement for the year
ended 31 March 2012 based on their respective
selling prices subsequent to year end (2011:
Nil).

37 "EHKREE

(a)

(b)

BHGREARMBATRMAEE
R-ZTE—Z=ZF—-—A=+—H8 AKEHZ

é{lgﬁﬁ”‘j MAFRERAKRBERE
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FIVE YEAR FINANCIAL SUMMARY

EFEMBHRE

RESULTS ¥4E
Year ended 31 March
BE=A=+—HLEE
2008 2009 2010 2011 2012
—EENF ZEENF ZT-FTF T——F ZE-=F
HK$’ 000 HK$’ 000 HK$’' 000 HK$’ 000 HK$’ 000
FAET FAT FHET FHET FERT
Turnover B 1,178,945 1,098,549 1,422,556 2,126,487 750,230
Gross Profit EF 393,917 383,087 513,007 756,756 115,415
Profit/(loss) before B 1 AT AIE
income tax (E518) 250,717 200,327 337,784 554,904 (2,143,134)
Income tax expenses Fri8®if X 9,873 27,737 46,445 88,014 9,582
Profit/(loss) for the year FEF|E,~ 240,844 172,590 291,339 466,890 (2,152,716)
(EB8E)
ASSETS AND LIABILITIES EERAE
As at 31 March
R=ZB=+—8©
2008 2009 2010 2011 2012
—EENF ZEENF ZT-FTF T——HF ZE-=F
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
FAET FAT FAT FHET FERT
Total assets BEAE 947,656 1,171,629 2,717,094 4,170,383 1,518,415
Total liabilities FCR= R 386,796 437,985 521,282 369,972 99,123
Total equity R 560,860 733,644 2,195,812 3,800,411 1,419,292
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