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Chairman’s Statement
FERS

Dear shareholders,

On behalf of Fook Woo Group Holdings Limited (“Fook Woo” or the
“Company”) and its subsidiaries (collectively, the “Group”), | am pleased
to report the first set of full year results of the Group for the year ended 31
March 2010.

During the year under review, the Group achieved a turnover of HK$1,423
million and profit attributable to equity holders of HK$291 million, which
is in line with the profit forecast made during our listing. Basic earning per

share was approximately HK$0.19.

The Group was successfully listed on the main board of The Stock
Exchange of Hong Kong Limited on 31 March 2010, marking a significant
milestone of our development. As the largest waste paper management
services provider and a leading recycled paper products producer in
the People’s Republic of China (the “PRC"), the Group has taken the
advantage of being the first-mover and actively expanded its green
paper operation and focused on raising its domestic market share.
The successful listing greatly strengthened the capital and shareholder
base of the Group which will enable it to achieve a more rapid business

development.

The past year was a year of challenge. Economic conditions were
uncertain in the first half of the year as the global economy was still under
the influence of the financial crisis. However, the Group managed to
stand out from its peers through competitive pricing, lower production
and operation costs, stable raw materials supply and a high quality
product portfolio. The Group also enjoyed higher cost effectiveness
and competitive advantage from its vertically integrated production and
having its own piers. As such, the Group has received support from many

customers, which brought stable and significant profit.

At the same time, last year was also a year of opportunities. The global
economy has been recovering and China’s economy maintained a
remarkable growth. According to the National Bureau of Statistics, the
GDP of China increased 8.7% year-on-year and consumer prices also
rebounded, indicating a strengthened consumption power which has

directly driven the growth of our business.
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Looking ahead, as the global markets stabilises and, in particular, a robust
China market benefiting from both economic recovery and an increasing
domestic demand, the Group is optimistic about its future business.
Environmental awareness is gaining momentum worldwide, and
governments around the world are actively implementing environmental
protection policies. Waste paper recycling and utilisation are in line with
the green concept and will certainly be the trend for the sector’s future
development. Being a pioneer of the sector, the Group is in a good

position to capitalize on the huge market opportunities.

Furthermore, both environmental protection and recycled paper are
increasingly popular in China which represents unlimited development
potential. We will continue to focus on our recovered paper and recycled
tissue paper products operations. In particular, we will actively promote
our own brand of recycled tissue paper and increase the variety of
recycled tissue paper to take up greater market share. In order to support
the Group’s future development, we will install new production facilities,
increase investment in R&D, accelerate capacity expansion and enhance

the economy of scale.

Finally, while actively pursuing business development, the Group
highly values its relationship with the staff. We believe that our staff
is an important asset and engine for enterprise development. We are
committed to providing a good working environment and enhance the
quality of our staff. This, in turn, can promote team spirit and a sense of

belonging to create a win-win situation.

ACKNOWLEDGEMENT

On behalf of the board, | wish to thank all the staff for their dedicated
contribution to the excellent result of the Group in the past year. | would
also like to express my sincere thanks to our shareholders, customers
and partners for their support. We shall continue to leverage on our
advantages and grasp opportunities to strive for the best return for the

shareholders.

Leung Kai Kuen

Chairman

Hong Kong, 22 July 2010

Chairman’s Statement
FEwE

REARN - BERERMIZEE - LEERET
SEDER  XBRNEBEEHRIAFT L INNE
BN - REBEEBHRRISER - 2IE
RRBHAEESE  HRASHEhHESRE
TREBE  BRERLEEMIBEFFAR
RIEZ - FBRITEEROARBHAE - (ER
EARETE  AEECEHRLAE  DEREX
KT IGHE o

BRULASN - RRBES M BEM AT B A @R
17 BRENER  BASEESHDRERDK
MEAEERMEETR - CHRANEREE LMK
REFEAMARE  SERREERANER
BHFBMEANTISNE - RAGEBIER
ERE - IR E - MRBENRE - 1R
BEBEREN G - AARERRREREHE
RIRE °

&R AREERGBEREGHORE - IEE
ERBTHRE AEEREETELEHREN
EREENS S BA—ERIEIRENT
BRI - IRAPETE R > KR8 THER
BREHARNEER  MEZHBE -

UE )

AANERREFSRAERETHEBE—FT
W7 RAKERIEEE - AAGFEEL
ABER - FP REBEFEKFASFRRRD
SR - RPSEEZRED - LERK - =

NRBRRFIMZERR
RIE
EY1

BER —E-ZTFLA=-+=H

BHEEZERERAR —T—TFFR a



Management Discussion and Analysis

BEEEFNWRE DM

FINANCIAL REVIEW

In the fiscal year ended 31 March 2010, there were both challenges and
opportunities for the Group. After the financial crisis broke out in the
second half of 2008, the global market sentiment had yet recovered in
the first half of the fiscal year. As a result of the economic downturn, the
average selling prices of recovered paper and tissue paper products were
inevitably affected, as was the Group’s performance. However, with the
economic stimulus measures implemented by governments worldwide
in the second half of FY2010, the market began to pick up, especially in
China. Leveraging the Group’s commitment to business expansion, cost
control and enhancement of production capacity, its core businesses

rapidly returned to the growth track.

Revenue

The Group’s revenue for the year ended 31 March 2010 amounted to
HK$1,422.6 million, an increase of 29.5% compared with last year's
HK$1,098.5 million. Gross profit also rose by 33.9% in the current year
to approximately HK$513.0 million compared with last year's HK$383.1
million. Increase in gross margin from 34.9% in FY2009 to 36.1% in
FY2010 was mainly contributed by an enhancement in productivity as
a result of the new tissue machines used in the production of tissue

products.

With improved sales performance and operational efficiency, the Group
reported an operating profit of approximately HK$349.7 million (FY2009:
HK$209.5 million), representing a growth of 66.9%. The Group’s profit
attributable to equity holders of the Company for the year reached
HK$291.3 million, representing an increase of 68.8% as compared to
HK$172.6 million in year 2009. This outperformed the profit forecast
stated in the Prospectus for the Global Offering of the Company’s shares
in March 2010.

Operating Expenses
Total selling and administrative expenses dropped from HK$166.8
million to HK$162.9 million. The decrease was mainly due to the Group’s

continued effort to tighten its control over cost and overhead.
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Management Discussion and Analysis

Income Tax Expenses

Income tax expense for the year ended 31 March 2010 was HK$46.4
million, representing an increase of 67.5% as compared to HK$27.7
million for 2009. The effective income tax rate was 13.75% for the year
ended 31 March 2010, compared to 13.85% for 2009.

Profit For The Year Attributable To The Equity Holders

The Group’s profit attributable to the equity holders for the year ended 31
March 2010 was HK$291.3 million, representing an increase of 68.8%
compared to HK$172.6 million for 2009. Profit attributable to the equity
holders as a percentage of revenue was 20.5% for the year ended 31
March 2010, compared to 15.7% in 2009.

BUSINESS REVIEW

The Company was successfully listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 31 March
2010, raising gross proceeds of HK$1,363.9 million (including proceeds
from the exercise of the over-allotment option). Going public opens the
door to the international financing platform and allows the Group to have
access to more sources of funding to maintain a sustainable growth in the

future.

Segmental Analysis

As the largest waste paper management services provider and producer
of recycled tissue paper products in the China region and the largest
confidential materials destruction services provider in Hong Kong, the
Group takes pride in its leadership as a vertically integrated player
covering the entire value chain for waste paper management, capitalising
on highly streamlined and efficient logistic model with production facilities
strategically located with access to efficient transportation links and
reliable water sources, thereby enjoys significant cost and competitive
advantages. The Group is gaining momentum in the recovered paper and
tissue paper segments, its two major businesses, while fully capturing
synergies brought by sales of greyboard and provision of confidential

materials destruction services (CMDS).
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Management Discussion and Analysis

BIRE R Mo

Recovered Paper

Revenue from this segment grew by 36.4% to approximately HK$815.2
million, contributing approximately 57.3% of the Group’s revenue. The
growth was primarily due to recovery of economy which led to increase
in market demand. During the year, significant sales of recovered paper
were made to customers who were paper manufacturers in China. In
particular, the Group entered into a 17-month cooperation agreement
with Guangzhou Paper Company Limited and a 24-month cooperation
agreement with Zhongshan Rengo Hung Hing Paper Manufacturing
Company Limited in November and December 2009 respectively to
supply recovered paper to these customers. These two key customers
procured over 108,000 tonnes of recovered paper from the Group
representing a major portion of the total volume of recovered paper sold

during the year.

Tissue Paper Products

During the year, revenue of this segment increased by 25.8% to
HK$575.6 million, accounting for approximately 40.5% of the total
revenue. The increase was primarily due to the increase in global
consumption, increase in awareness of green concept and increase in
demand from away-from-home market. The Group produces bathroom
tissue, jumbo rolls and paper towels from recycled paper or virgin pulp
for OEM customers and away-from-home customers including those in
office buildings, shopping malls and public facilities in China, Hong Kong,
the United States, Australia, etc., as well as selling parent rolls to value-
added resellers. The Group also produces and sells recycled tissue paper
products under its own brands, namely Moonily, Smoovie and See-Mia,
which gained popularity in the China market during the year.

Greyboard

Greyboard business is not a core business of the Group. However, it
is the Group’s strategy to maximise contributions from the production
chain and fully utilise its resources. The Group makes use of greyboard
to produce cores for bathroom tissue, jumbo rolls and paper towels
for its own recycled tissue paper products. In addition, the Group also
produces greyboard from lower-grade recovered paper using its own
brands, namely Eagle King and Hui Lan, for selling to paper merchants,
manufacturers and printers in China. During the year, this segment

recorded revenue of approximately HK$27.8 million.
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Management Discussion and Analysis

Confidential Materials Destruction Services (CMDS)

The Group also provided CMDS in Hong Kong, in which it has a market
share of over 50% in 2009, and which recorded HK$4.0 million in sales
in FY 2010. With loyal customers including government bodies, financial
and professional institutions and banks, this segment secures stable and
ample supply of quality waste paper, which is an important source for the

production chain of recycled paper.

Geographical Analysis

The Group services and markets its products in China, the United States,
Japan, Hong Kong, Australia, and customers across other countries.
China is the largest market of the Group (analysed according to the
locations in which sale originated), generating HK$1,023.5 million in
revenue and accounting for approximately 71.9% of its total revenue,
whereas revenue from the United States, Japan, Hong Kong, Australia
and other markets accounted for approximately 28.1% in total. It is
expected that China will continue to be a major market for waste paper
and tissue paper consumption and will definitely be one of the regions

that the Group will focus on.

Operational Analysis

As at 31 March 2010, the Group operated four waste paper packing
stations in Hong Kong and one waste paper packing station in China with
total collection volume of about 580,000 tonnes per annum. The Group
also operated one secured destruction facility for CMDS in Hong Kong
which is capable of processing 36,000 tonnes of confidential materials
per annum, as well as recycled paper manufacturing facilities in China,
producing 91,410 tonnes and 18,510 tonnes of recycled tissue paper
and greyboard respectively in FY 2010. During the year, the Group

installed two technologically advanced tissue paper machines.

With a production base and one pier in Huizhou and two piers in Hong
Kong, the Group enjoys cost-effective and efficient transportation
arrangements for delivering waste paper collected in Hong Kong to
the production plant and to customers in China, creating a noteworthy

advantage over peers.
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Management Discussion and Analysis

BIRE R Mo

Liquidity and Financial Resources

As at 31 March 2010, the Group had bank and cash balances,
including restricted bank deposits, of approximately HK$1,088.5 million.
Total bank borrowings of the Group with floating rates amounted to
approximately HK$279.6 million as at 31 March 2010. This included
long-term borrowings of approximately HK$170.7 million and short-
term bank borrowings of approximately HK$108.9 million. The effective
interest rates for short-term borrowings and long-term borrowings were
7.09% per annum (2009: 4.24% per annum) and 5.24% per annum
(2009: 7.76% per annum) respectively. All bank borrowings were due
within 5 years. The Group’s gearing ratio, which is calculated as net
debt (including current and non-current borrowings and amount due to
a director less cash and cash equivalents and restricted bank deposits)
divided by total capital, dropped from 27% as at 31 March 2009 to zero
as at 31 March 2010.

As at 31 March 2010, the Group had net current assets of approximately
HK$1,180.9 million, as compared to net current assets of approximately
HK$6.2 million as at 31 March 2009. The current ratio of the Group was
3.99 as at 31 March 2010 as compared to 1.02 as at 31 March 2009.

In FY10, the Group generated net cash of HK$303.3 million from its
operating activities, as compared to HK$200.7 million in FY09. Net cash
used in investing activities was HK$420.4 million, which mainly included
capital expenditures of HK$402.1 million and additional payment of
HK$20.6 million for acquiring land use rights.

During the year, the net cash inflow from financing activities amounted
to HK$1,134.4 million, included in which was mainly the gross proceeds
from issuance of ordinary shares pursuant to the Global Offering
amounting to HK$1.15 billion, the draw-down of new bank loans, net of
repayment, of HK$54.5 million and payments of professional fees for the
Global Offering amounting to HK$49.4 million.
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Management Discussion and Analysis

Foreign Exchange Exposure

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

United States dollars and Hong Kong dollars.

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

dollars, Hong Kong dollars and Renminbi.

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

exposure whenever necessary.

Pledge of Assets

As at 31 March 2010, buildings with net book value of HK$148.0 million,
plant and machinery of HK$643.5 million, land use rights with carrying
value of HK$40.8 million, trade receivables of HK$59.1 million and
restricted bank deposits of HK$9.3 million were pledged as collateral for
the Group'’s borrowings. Borrowings totalling HK$259.1 million (2009:
HK$212.2 million) were secured by personal guarantees provided by a
Director and corporate guarantees by certain subsidiaries as of 31 March
2010. As at the date of this report, the Group has obtained an agreement
in principle from the relevant financial institution to replace the personal
guarantees provided by a Director with corporate guarantees from the

Company.

Contingent Liabilities

In April 2009, certain subsidiaries of the Group received notices of
additional assessment dated 30 March 2009 from the Hong Kong Inland
Revenue Department (“IRD”) for the year of assessment 2002/03,
demanding additional profits tax payment in the aggregate amount of
HK$3.8 million. Notices of objection have been served and the IRD has
granted unconditional holdover orders in respect of the entire amount
of additional profits tax demanded. The Group was informed that the
additional assessments are of protective nature and were issued to keep

the 2002/03 tax year technically open in view of the statutory time-bar.
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Management Discussion and Analysis

BIRE R Mo

The Group was also informed that the IRD had no specific basis in arriving
at the profits assessed under the additional assessments, and the case is

still in the information collection stage.

In March 2010, certain subsidiaries of the Group received notices of
additional assessment dated 15 March 2010 from the IRD for the year
of assessment 2003/2004, demanding additional profits tax payment
in the aggregate amount of HK$7.7 million. Notices of objections have
been served by the Group for these notices of additional assessments.
The Group was informed that the additional assessments are of protective
nature and were issued to keep the 2003/04 tax year technically open
in view of the statutory time-bar. The Group was also informed that the
IRD had no specific basis in arriving at the profits assessed under the
additional assessments, and the case is still in the information collection

stage.

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

the date of this announcement.

In April 2010, the Group received a notice from the IRD that, in respect
of the additional assessment for the year of assessment 2003/2004,
HK$6.7 million could be held over unconditionally and the remaining
HK$1.0 million could be held over on the condition that an equal amount
of tax reserve certificate was purchased. As such, the Group purchased

a tax reserve certificate of HK$1.0 million in April 2010.

The Founders 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 tax year through
the 2009/2010 tax year.
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Management Discussion and Analysis

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

The Company was successfully listed on the Main Board of the Stock
Exchange on 31 March 2010, raising gross proceeds of HK$1,363.9
million (including proceeds from exercise of the over-allotment option).
At as 31 March 2010, HK$70.0 million have been used to repay bank
borrowings. The remaining net proceeds will be applied in the manner as

stated in the Prospectus.

EMPLOYEES

At 31 March 2010, the Group had 1,964 employees, of which 173 were
employed in Hong Kong and 1,791 were employed in the PRC. Employee
costs, excluding directors’ emoluments, totalled HK$58.3 million for the
year (FY 09: HK$64.6 million). All of the Fook Woo Group companies
are equal opportunity employers, with the selection and promotion
of individuals based on suitability for the position offered. The Group
operates a defined contribution mandatory provident fund retirement
benefits for its employees in Hong Kong, and provides its PRC employees
with welfare schemes as required by the applicable laws and regulations
in the PRC.

The Company has also adopted a share option scheme on 11 March

2010. During the year, no share option was granted.

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

of its normal business operations.

PROSPECTS

The gradual economic recovery worldwide provides a favourable
backdrop for the waste paper and recycled tissue paper industries.
Especially in China, the major market of the Group, the recycled paper
manufacturing and waste paper management industries are expected to
be spurred on further by the increasing per capita disposable income and

increasing environmental protection awareness in the country.
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Management Discussion and Analysis

BIRE R Mo

The successful listing of the Group on the Stock Exchange in March
2010 has laid a solid foundation for the Group’s future development.
With the goal to be one of the major players with a global brand name
in China’s green paper industry, the Group aims to expand its market
share in existing markets, strengthen its leading position in waste
paper management and confidential materials destruction services and
increase its production capacity to grasp rapidly emerging business

opportunities.

The Group is actively expanding its recycled paper products
manufacturing business which brings in higher profit margin for the
Group. Moreover, the Group sees strong potential for its own-branded
recycled tissue products in China as recycled paper and environmental
protection concepts gain greater market awareness. The Group
will endeavour to promote its own tissue brands through promotion

campaigns to boost the contribution of its branded-products.

To meet the growing demand for recovered paper, the Group plans to
strengthen its collection volume by increasing the number of packing
stations, enlarging sorting manpower in the Huizhou production base
and enhancing waste paper sourcing from existing and new waste
paper suppliers in Hong Kong and China. The Group is establishing new
packing machines in the China Region for waste paper management
services, which are expected to increase waste paper collection capacity
by a total of approximately 500,000 tonnes by the end of 2013. It also
intends to purchase more shredding machines, and acquire waste paper
recycling businesses in China should suitable opportunities arise, in order

to increase waste paper processing capacity.

With the macroeconomic environment showing signs of recovery that
are favourable to the consumer market and the growing awareness of
environmental protection, the Group is confident that with the successful
step-by-step execution of its strategies based on its business strengths

and competitiveness, it will maintain its leadership in the market.
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Directors and Senior Management

DIRECTORS

Chairman, Chief Executive Officer and Executive Director

Mr. Leung Kai Kuen (R 2#&), aged 66, is an executive director of the
Company, one of the Founders, the chairman and the chief executive
officer of the Company. He is also the chairman of each of the executive
committee (the “Executive Committee”) and the remuneration committee
(the “Remuneration Committee”), a member of the nomination
committee (“Nomination Committee”) and a director of certain
subsidiaries of the Company. Besides, he is the director and shareholder
of City Legend International Limited (“City Legend”), a substantial
shareholder of the Company. Mr. Leung Kai Kuen has been involved in
the corporate development and strategic planning of the Group. He has
over 40 years of experience in the waste paper management industry and
over 10 years of experience in the recycled paper manufacturing industry.
Mr. Leung Kai Kuen concurrently serves as the founding president of
Hong Kong Waste Paper Trade Association Limited, the vice chairman
of Hong Kong Federation of Huichow Associations Limited, the vice
chairman of the Huizhou Overseas Friendship Association, an honorary
President of Tai Po District Junior Police Call and is a member of Fanling
District Rural Committee. Mr. Leung Kai Kuen is also an honorary citizen
of Huizhou, Guangdong Province, the PRC. Mr. Leung Kai Kuen was
a member of the Ninth Political Consultative Committee of Huizhou,
Guangdong Province and the President of The New Territories North
District Manufacturers’ Association of Hong Kong from 2002 to 2006. Mr.
Leung Kai Kuen is the elder brother of Mr. Leung Tat Piu (an executive
director of the Company) and the father-in-law of Ms. Cheung Nga Lai,
Carol (a non-executive director of the Company).

Executive Director, Development Manager and Head of Waste Paper
Business Unit

Mr. Leung Tat Piu (R3ZF4Z), aged 47, is an executive director of the
Company and the development manager and head of the waste paper
business unit of the Group. He is also a member of the Executive
Committee and a director of certain subsidiaries of the Company. Mr.
Leung Tat Piu joined the Group in May 1985 and has over 24 years of
experience in waste paper management service industry. As the head
of the waste paper business unit, Mr. Leung Tat Piu is in charge of the
collection, purchase and sales of waste paper as well as expansion of the
waste paper collection business in the PRC and the daily operations and
quality control of the waste paper collection facilities in Hong Kong. Mr.
Leung Tat Piu is the younger brother of Mr. Leung Kai Kuen (the chairman
and an executive director of the Company).
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Directors and Senior Management
EEZNhEREERE

Executive Director, Deputy General Manager and Head of Recycled

Paper Business

Mr. Cheng Chun Keung, Thomas (ZB#58), aged 45, is an executive
director of the Company and the deputy general manager and head
of recycled paper business of the Group. He is also a member of the
Executive Committee. Mr. Cheng joined the Group in February 2005 as
the head of recycled paper business and is responsible for the overall
production management, management improvement and expansion of
the sales network in the PRC and overseas. Mr. Cheng has 13 years of
experience in finance and daily operations management at well-known
hotel groups, including Peninsula Hotels Group, Shangri-La Hotels Group
and Kempinski Group (Lufthansa Airlines). Prior to joining the Group, Mr.
Cheng served as the general manager of the operations of Guangdong

Josco Disposable Product Limited.
Non-executive Director

Ms. Cheung Nga Lai, Carol (5R7RE), aged 34, is a non-executive director
of the Company. She joined the Group on 11 March 2010. Ms. Cheung
obtained a bachelor’s degree in arts and a master’s degree in arts from
University of Cambridge in June 1999 and March 2003, respectively.
Ms. Cheung worked as an analyst in the global investment research
division of Goldman Sachs (Asia) L.L.C. in Hong Kong from 1999 to
2002. She then joined EF Education Limited in 2002 and currently is an
executive vice president of EF Education Limited responsible for business
development, marketing, human resources, strategic development and
enterprise communication. Ms. Cheung is the daughter-in-law of Mr.
Leung Kai Kuen (the chairman and an executive director of the Company)
and the younger sister of Ms. Cheung Nga Shuen, Candy (the head of
administration, human resources and purchasing of the Group).
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Directors and Senior Management

Independent Non-executive Directors

Mr. Chung Wai Kwok, Jimmy (#E#El), aged 60, is an independent
non-executive director of the Company and the Chairman of the audit
committee of the Company (the “Audit Committee”). He joined the
Group on 11 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.

Mr. Chan Kong (BRRI), aged 46, is an independent non-executive
director of the Company, the chairman of the Nomination Committee
and a member of each of the Audit Committee and the Remuneration
Committee of the Company. He joined the Group on 11 March 2010.
Mr. Chan was graduated from the Chinese University of Hong Kong with
a major in Mathematics in May 1987. Mr. Chan has more than 7 years
of management experience. Mr. Chan is currently the vice-chairman
of Jimei Investment Holdings Limited. He was also a director of Hontec
International Limited, a company engaged in the trading and marketing
of photographic production machines and other related accessories in
China and Japan. Mr. Chan is a co-founder of Bio-Treat Technology
Limited, a company listed on the main board of the Singapore Stock
Exchange Ltd. since 2004.
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Directors and Senior Management
EEZNENEERE

Mr. Lee Kwok Chung, aged 46, is an independent non-executive director
of the Company and a member of each of the Audit Committee, the
Remuneration Committee and the Nomination Committee. He joined
the Group on 21 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. Mr. Lee joined Messrs. Weir & Associates as a
trainee solicitor in April 1995. He was admitted as a solicitor of the High
Court of the Hong Kong Special Administrative Region in April 1997 and
worked with Messrs. Weir & Associates, Solicitors and Notaries between
April 1997 and January 2008. Since January 2008, Mr. Lee has been a
partner in Messrs. Lee & So, Solicitors. Mr. Lee is also appointed a civil
celebrant of marriages for the period from 23 June 2006 to 22 June
2011. 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.

SENIOR MANAGEMENT

Chief Operating Officer

Mr. Cheung Wai Hung, Boswell (5R1{Z%), aged 39, is the chief operating
officer of the Company. He joined the Group in October 2009 and is
responsible for overseeing operations of the Group. Mr. Cheung has
over 14 years of experience in auditing, accounting and management.
Prior to joining the Group, Mr. Cheung held audit posts in international
audit firms, served as an executive director of Bright International Group
Limited which is listed on the Main Board of the Stock Exchange, and
the Senior Financial Strategy Adviser of China Pacific Insurance (Group)
Company Limited which is listed on both the Stock Exchange and the
Shanghai Stock Exchange. Mr. Cheung was graduated from Abertay
Dundee University in Scotland with a Bachelor of Arts in Accounting
in November 1992 and obtained a master’s degree in business
administration from the University of Leicester in England in July 1995
and a master’s degree in Professional Accounting from the Southern
Cross University in Australia in September 2007. Mr. Cheung is also a
Chartered Marketer of the Chartered Institute of Marketing in the United
Kingdom, a non-practicing member of the HKICPA and a qualified
accountant of CPA Australia.

@ Fook Woo Group Holdings Limited Annual Report 2010
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Directors and Senior Management

Chief Financial Officer

Ms. Mak Sau Ling (E3E1,), aged 38, is the chief financial officer of our
Group. Ms. Mak joined our Group in August 2007 and is responsible for
the financial matters of the Group. Prior to joining the Group, Ms. Mak
worked with several international audit firms and has over 10 years of
experience in auditing and accounting. Ms. Mak obtained a bachelor’s
degree in accountancy from the Hong Kong Polytechnic University in
November 1997. She is a fellow member of the Association of Chartered
Certified Accountants in the United Kingdom and a non-practicing
member of the HKICPA.

Head of the Confidential Materials Destruction Services Business Unit

Mr. Wong Pak Lun, Rudy (EEB), aged 47, is the head of the
confidential materials destruction services business unit of the Group
and is responsible for the overall operation, sales and marketing and
customer relationship management of the unit as well as monitoring the
Group'’s security system, especially the security of confidential materials
collection and destruction services. Mr. Wong joined the Group in
October 2009. He has over 15 years of experience in accounting and
financial management. Prior to joining the Group, Mr. Wong served as the
finance and administrative manager of Electric Sekki Limited and senior
accountant and administrative manager for JJ Printing Limited. Mr. Wong
was graduated from Lancashire Polytechnic in the United Kingdom (now
known as the University of Central Lancashire) with a bachelor’s degree
in Art with honours majored in accounting in July 1991 and attended the
Certificate Programme on Warehousing Management provided by The

Hong Kong Management Association in July 2000.
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Directors and Senior Management
EEZNhEREERE

Head of Administration, Human Resources and Purchasing

Ms. Cheung Nga Shuen, Candy (3R¥3E), aged 40, is the head of
administration, human resources and purchasing. Ms. Cheung joined
the Group in February 2003 is currently in charge of the Group’s
administration and human resources. Prior to joining the Group, Ms.
Cheung had over 17 years of experience in human resources and
administration. She worked in Housel8.com InformAsia Holdings
Limited, The Chinese General Chamber of Commerce, San Miguel
Brewing International Limited, Finarts Trading Company Limited and
Fancy Talent Limited. Ms. Cheung was graduated from the Monash
University with a bachelor’s degree in Business in September 1998. Ms.
Cheung is the sister of Ms. Cheung Nga Lai, Carol, our non-executive

director.

Mr. Zhuo Yong Xin (55K H), aged 62, is the chief engineer of the Group
and is responsible for the research, development and production of paper
products. Mr. Zhuo has over 40 years of experience in papermaking.
Mr. Zhuo joined the Group in March 1998 and is currently in charge of
the construction of our manufacturing base in Huizhou, the PRC. Prior
to joining the Group, Mr. Zhuo served as the deputy factory manager
of technology in the Chongging Qijiang Paper Factory. Mr. Zhuo holds
certification as a senior engineer of pulp and papermaking and is
a member of the China Technical Association of Paper Industry, a

supervisor of the Guangdong Paper Association.

COMPANY SECRETARY

Mr. Cheung Wai Hung, Boswell (3R ), our chief operating officer,
is also our company secretary and works for us on a full-time basis. For
additional details regarding Mr. Cheung’s background, see the section

headed “Senior Management” above.

@ Fook Woo Group Holdings Limited Annual Report 2010

T ADERRRBEE

RHRBEZ L 4058 0 RITH - ANEIREEK
BEE RRTRZZET=F_AMNBALRE
R FEAREENTHREANDEREF
MBEAREER - RELTHRANEREITHAE
HAS 17 5% - BEEHA Housel8.com
InformAsia Holdings Limited « &&E#E2
g ENEREBRERAT BEESERA
RIRERWIBARAT « RETHR—NANNF
NAREREMRTAZE - BUSHES T2 -
RETRARRIFRTESERBEEL THM
1% o

SXFALE - 6258 0 AAEERTRN AR
MM R ELE - S RARERT mEAR
A0FKERR - BEXRER—NNNF=ZAMBAE
C BABRRPEEMNEREUEEN - AR
SEFT - FEEEEEERTEAROE TR
RITEHE - SXERERTERS R TIRME
& YATEERBEHKE MEREERD
EHEE -

DNRWE

REERE  REARRZERERADAND
AWE - 2ERARRER - BAREESS
MEMFE  FREX [EREEE] —& -



The board of directors of the Company (the “Board”) has pleasure in
submitting their first annual report together with the audited consolidated
financial statements of the Company and its subsidiaries (collectively the
“Group”) for the year ended 31 March 2010.

CORPORATE REORGANISATION

The company was incorporated and registered as an exempted company
with limited liability in the Cayman Islands on 11 November 2009 under
the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands. Pursuant to a reorganisation scheme
to rationalise the corporate structure of the Group in preparation for
the listing of the Company’s shares (the “Shares”) on the Main Board
of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”),
the Company acquired the equity interests of the companies under
common control and became the holding company of the companies
now comprising the Group. Further details of the corporate reorganisation
are set out in the prospectus of the Company dated 19 March 2010 (the

“Prospectus”).

The Company’s shares have been listed on the Stock Exchange since 31
March 2010 (the “Listing Date”).

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activities of the Company is investment holding. The
principal activities of the Company’s subsidiaries as at 31 March 2010 are

set out in note 28 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.
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RESULTS AND APPROPRIATIONS

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

income statement on page 57.

RESERVES

Details of the movements in the reserves of the Group and of the
Company during the year are set out in the consolidated statement of

changes in equity on page 60 and in note 27 to the financial statements.

DONATIONS

Charitable and other donations made by the Group during the year
amounted to approximately HK$2,713,000 (2009: HK$3,164,000).

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.

SHARE CAPITAL

Details of the movements in share capital of the Company are set out in

note 26 to the financial statements.

DISTRIBUTABLE RESERVES

The Company’s reserves available for distribution comprise the share
premium account less accumulated losses. At 31 March 2010, the
reserves of the Company available for distribution to shareholders
amounted to approximately HK$1,914,692,000.

DIVIDEND

The Board does not recommend the payment of the final dividend for the
year ended 31 March 2010.
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PRE-EMPTIVE RIGHTS

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

rata basis to existing shareholders.

FOUR YEAR FINANCIAL SUMMARY

A summary of the results of the Group and of the assets and liabilities of

the Group for the last four financial years is set out on page 152.

PURCHASE, SALE OR REDEMPTION OF
SHARES

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company’s shares from the Listing Date to the date

of this report.

DIRECTORS

The directors of the Company (the “Directors”) during the year and up to

the date of this report were:

Executive Directors
Mr. Leung Kai Kuen (Chairman)
(appointed on 11 November 2009)
Mr. Leung Tat Piu
(appointed on 3 December 2009)
Mr. Cheng Chun Keung, Thomas
(appointed on 11 March 2010)

Non-executive Director
Ms. Cheung Nga Lai, Carol
(appointed on 11 March 2010)
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Independent non-executive Directors
Mr. Chung Wai Kwok, Jimmy
(appointed on 11 March 2010)
Mr. Chan Kong
(appointed on 11 March 2010)
Mr. Cheng Yu Hong
(appointed on 11 March 2010 and resigned on 21 June 2010)

Mr. Lee Kwok Chung
(appointed on 21 June 2010)

In accordance with the Articles of Association, all existing Directors
will retire and, being eligible, offer themselves for re-election, at the
forthcoming annual general meeting of the Company.

DIRECTORS’ SERVICE CONTRACTS

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

The non-executive Director and each of the Independent non-executive
Directors were appointed for a term of three years with effect from
their respective date of appointment. The service contract/letters of
appointment of Ms. Cheung Nga Lai, Carol, Mr. Chung Wai Kwok, Jimmy
and Mr. Chan Kong shall expire on 11 March 2013 while the letter of
appointment of Mr. Lee Kwok Chung shall expire on 21 June 2013.

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

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Brief biographical details of the Directors and senior management are set
out on pages 17 to 22.
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REMUNERATION POLICY

The remuneration policy for the Directors and senior management
members of the Group was based on their experience, level of
responsibility and general market conditions. Any discretionary bonus
and other merit payments are linked to the profit performance of the
Group and the individual performance of the Directors and senior
management members 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 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’ INTEREST IN CONTRACTS

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

indirectly, subsisted at the end of the year or at any time during the year.
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EEERE
DIRECTORS’ INTERESTS AND SHORT BEENROHEZR AR

POSITIONS IN SHARES

WZE-—ZF=RA=1+—H KARAREFKE
ZTBABRARRA RN FHERIEE S M
BIRPIZEXVEBE 7 R 8P D B AN G AR 7] Ko
KRR ROAR ¢ () RIBEE S MBI
{558 352 IR R RN ZIGITL AR R AT EZ
Brftrts kAR - () REETRAAT
B EMETAESETERRZNIEETH
(MMFEEFRI)) - REFAMG AR A R

As at 31 March 2010, 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 SFO; or (b) were required
under Section 352 of the SFO, to be entered in the register required to
be kept by the Company referred to in that section; or (c) were required
to be notified to the Company and the Stock Exchange pursuant to the

Model Code for Securities Transactions by Directors of Listed Issuers (the

“Model Code”) set out in the Listing Rules were as follows: AR
Number of % of the issued
ordinary share capital
Name of Director Capacity shares held* of the Company
BEH HAR QBB AT
EEpME 51 ZEBEA RAEBDL
Mr. Leung Kai Kuen Interest in a controlled corporation 475,050,000(L) 23.75%
RERETE S E e VENETLE L F 168,750,000(S) 8.44%
(Note)
(B3

* FEILRREBALORNEE  FE[SIK
REBMALHEROKE -

The letter “L” denotes the person’s long position in the Shares whereas the letter
“S” denotes the person’s short position in the Shares.

Note: Mr. Leung Kai Kuen was deemed to be interested in these 475,050,000 Shares BRaE - R E2ME S A 448 AR 475,050,000 R REEE 5B
DGR - ZATAREELERER -
#%475,050,000% & 17 E # 168,750,000/% Th4R
Firstrate Enterprises Limited ([ Firstrate | ) &3 2224z
Limited (“Firstrate”) and Mr. Leung Kai Kuen. Pursuant to the Loan Agreement, EEIVMERGE ((EXBEDEE - REE
Firstrate granted an unsecured loan in the amount of HK$100,000,000 to Mr. ik - Firstrate 2258 4 5% 100,000,000 7T
WEEHEN - REAFirstrate EFEFREF - 7]
RERGRMESAEERN2HREERSE
4 168,750,000 A 15 °

which were held by City Legend, a corporation wholly owned by Mr. Leung.
Among these 475,050,000 Shares, 168,750,000 Shares were held under a loan
agreement (the “Loan Agreement”) entered into between Firstrate Enterprises

Leung, in consideration of which Firstrate was granted a right to exchange the
entire outstanding principal of the loan into 168,750,000 Shares in the manner
as set out in the Loan Agreement.
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Save as disclosed above, as at 31 March 2010, 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 2010.

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”). During the
period from 11 March 2010 to 31 March 2010, no share option had been

granted under the Share Option Scheme.

As at the date of this annual report, the total number of Shares available
for issue under the Share Option Scheme was 200,000,000 Shares,
which represented approximately 9.56% of the Shares 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 FERRIRGER KRR

AND SHORT POSITIONS IN SHARES

As at 31 March 2010, the following persons (other than the directors and MoZ=—=&E=A=+—H  BEEEERE
BIEHIZE 3B IEMFERNELMEE - TA
T (TREARARESLETETHRAE) HAK

chief executives of the Company) had interests and short positions of 5%
or more in the Shares as recorded in the register required to be kept under

Section 336 of the SFO: 5 5% kLA BIRERS RIKE -
Number of % of the issued
ordinary share capital
Name of shareholder Notes Capacity shares held* of the Company
HEN HAQTE BT
REREBE B aE 51 ZERHE - BAEBDL
Ms. Tam Ming Luen 1 Interest in a controlled corporation  785,100,000(L) 39.25%
EREgrt S AE R 93,000,000(S) 4.65%
Trump Max 1 Beneficial owner 785,100,000(L) 39.25%
gl BEmBEAA 93,000,000(S) 4.65%
City Legend 2 Beneficial owner 475,050,000(L) 23.75%
BB BEmBEAA 168,750,000(S) 8.44%
UBS AG 3 Beneficial owner 93,000,000(L) 4.65%
BEmBEAA 93,000,000(S) 4.65%
Person having a security 33,696,000(L) 1.68%
interest in Shares
R HEE BRI AT
* The letter “L” denotes the person’s long position in the Shares whereas the letter * FH LI RREBALORDTRE FR[SIK
“S” denotes the person’s short position in the Shares. FEBATHRG %R -
Notes: FIEE -
(1) Ms. Tam Ming Luen was deemed to be interest in these 785,100,000 Shares (1) EBISELZITWREART85,100,000KmelEHE

MR R AR MEBR L2 EES -

which were held by Trump Max, a corporation wholly owned by Ms. Tam.

(2)  The interests of City Legend were also disclosed as the interests of Mr. Leung (2)  EESERITN EX [EERRMER KR ]
Kai Kuen, the beneficial owner of City Legend, in the above section headed —Eh o WEAEBRESEA AR ENE
“Directors’ Interests and Short Positions in Shares”. e

(3)  UBS AG as the stabilizing manager borrowed 93,000,000 Shares from Trump R WmIRAEABETEBLECHARIEMEA

93,000,000 A& A&7 A #i R 2 3R B (& RBR
SR MEENR - HBHNERER

Max to cover over-allocations in connection with the Global Offering (as defined
in the Prospectus) and details of which are set out in the Prospectus.

Save as disclosed above, as at 31 March 2010, no person, other than B ENFTEBEEIN  RZE—ZTF=A=+—
the Director whose interests and short positions are set out in the section B SEAAAT(RERAEEHN EX[E
ERBRMOERRAR | —HNAARESR
SN AR BRI AR A S RE IR (5 R A B AR ek
RARFIREFR AR BEEPIE 336 KFED
ErfMAr A EESOAE

headed “Directors’ Interests and Short Positions in Shares” above, had
an interest or a short position in the shares or underlying shares of the
Company as recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO.
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CONNECTED TRANSACTIONS

Details of the Group’s related party transactions for the year ended

31 March 2010 are set out in note 35 to the consolidated financial

statements, some of which also constituted connected transactions under

Chapter 14A of the Listing Rules, details of which are as follows:

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

rates).

Details of such transaction were disclosed in the Prospectus under

the section headed “Connected Transactions”.

Provision of services by Fook Woo Waste Paper Company

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

to provide such services to the Company exclusively during the
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(iii)

(iv)

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

person of the Company.

Details of such transaction were disclosed in the Prospectus under

the section headed “Connected Transactions”.

Provision of services by Lai Wah Shipping Company

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

a connected person of the Company.

Details of such transaction were disclosed in the Prospectus under

the section headed “Connected Transactions”.

Service Agreements with Relevant Employees

The Company has entered into service agreements with several
employees (the Relevant Employees) who are connected persons
of the Company to perform the services as specified in the

Prospectus for a term of not more than three years.

Details of such transactions were disclosed in the Prospectus

under the section headed “Connected Transactions”.
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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&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&I 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, an
executive Director and one of the controlling shareholder of the

Company, they are therefore connected persons of the Company.
Details of such transaction were disclosed in the Prospectus under
the section headed “Connected Transactions”.

The independent non-executive Directors have reviewed the
above continuing connected transaction and confirmed that the

transaction has been entered into:

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

(2)  on normal commercial terms; and

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

interests of the shareholders of the Company as a whole.

Report of the Directors
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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 to 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”.

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

Non-Competition undertaken by them.

The independent non-executive Directors have reviewed and were
satisfied that each of the Controlling Shareholders, has complied with the
Deed of Non-Competition for the year ended 31 March 2010.

MANAGEMENT CONTRACTS

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

entered into or existed during the year.

@ Fook Woo Group Holdings Limited Annual Report 2010
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MAJOR SUPPLIERS AND CUSTOMERS

The percentage of purchases for the year attributable to the Group’s five

largest suppliers is less than 30%.

The percentages of sales for the year attributable to the Group’s major

customers are as follows:

the largest customers 11%

five largest customers in aggregate 32%

None of the directors, their associates or any shareholder (which to the
knowledge of the directors owns more than 5% of the Company’s share

capital) had an interest in these major customers.

SUFFICIENCY OF PUBLIC FLOAT

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

SUBSEQUENT EVENTS

Details of significant events which have been taken place subsequent to
the balance sheet date are set out in note 37 to the consolidated financial

statements contained in this report.

AUDITOR

The financial statements have been audited by PricewaterhouseCoopers
who retire and, being eligible, offer themselves for re-appointment at the
forthcoming 2010 annual general meeting of the Company.

On behalf of the Board
Leung Kai Kuen

Chairman
Hong Kong, 22 July 2010
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The Board is pleased to present this Corporate Governance Report in the
Group’s annual report for the year ended 31 March 2010.

CORPORATE GOVERNANCE PRACTICES

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

corporate value and accountability.

The Company has applied the principles set out in the Code on Corporate
Governance Practices (the “CG Code”) contained in Appendix 14 to
the Listing Rules since the Listing Date. In the opinion of the Board, the
Company has complied with all the code provisions set out in the CG
Code throughout the period from the Listing Date to the date of this report
with the exception of (i) the code provision A.2.1 of the CG Code which
requires that the roles of chairman and chief executive officer should
be separate and should not be performed by the same individual; and
(ii) the code provision A.5.4 of the CG Code which requires the Board to
establish written guidelines for the relevant employees on no less exacting
terms than the Model Code. With effect from 8 July 2010, however, the
Company has complied with the code provision A.5.4. Key corporate
governance principles and practices of the Company as well as details

relating to the foregoing deviations are summarized below.

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

requirements and to meet the expectations of shareholders and investors.

@ Fook Woo Group Holdings Limited Annual Report 2010
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A. THE BOARD A. EEE

A.1 RESPONSIBILITIES AND DELEGATION Al EERBERT

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

Company and its shareholders at all times.

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

operational matters.

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

control systems.
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A.2 BOARD COMPOSITION A2 EEEHAMR

The following chart illustrates the structure and membership of the TRAHEESNEETTLETMNER
Board and the Board Committees as at the date of this report: MR B AR ¢
Board of Directors BEEg

Executive Directors HITEE

Mr. Leung Kai Kuen (Chairman) PRARESTE (FE)
Mr. Leung Tat Piu RER L

Mr. Cheng Chun Keung, Thomas BRsR A
Non-executive Director FHITEE

Ms. Cheung Nga Lai, Carol REB L+
Independent Non-executive Directors BV FHEHTESH
Mr. Chung Wai Kwok, Jimmy SEHESGE

Mr. Chan Kong Fe ) 4 A=

Mr. Lee Kwok Chung 2 ) =R 4 A

Executive Committee

Mr. Leung Kai Kuen
(Chairman)

Mr. Leung Tat Piu

Mr. Cheng Chun Keung,

Audit Committee

Mr. Chung Wai Kwok,
Jimmy (Chairman)

Mr. Chan Kong

Mr. Lee Kwok Chung

Remuneration Committee

Mr. Leung Kai Kuen
(Chairman)

Mr. Chan Kong

Mr. Lee Kwok Chung

Nomination Committee

Mr. Chan Kong
(Chairman)

Mr. Leung Kai Kuen

Mr. Lee Kwok Chung

Thomas FREEE HHEEE BEZSE
HiTESE BHRBSLE (2E) RIVESTE (L) BRAI & (/)
RRBESEHE (L) BRI S5 4 BRI A4 RIUETE
REREE TEALE FEBEE FEBEE
BiRR L

EFRTEERBIUFFRTESHAT
FRNXRBER NMBLRIEXER -EF
ERAERRBDET EMARRERE
ERL=RBIFFRTESTOMRE - £
TR -BHREAENERERI/E
AR ERER - EEEC K
BEBUIFATEFRIE LMARRNEI13

Each of the non-executive Director and the independent non-
executive Directors possesses different business experience,
knowledge and professional background. The Board has at all
times met the requirements of the Listing Rules relating to the
appointment of at least three independent non-executive Directors
with at least one of them possessing appropriate professional

qualifications or accounting or related financial management

expertise. The Board has received a written annual confirmation EEENBIEFEEEMBER MES
from each independent non-executive Director of independence ENBEAREAMDEESAREL
pursuant to Rule 3.13 of the Listing Rules and the Board continues AL

to regard each of them as independent up to the date of this report.

@ Fook Woo Group Holdings Limited Annual Report 2010
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A.3

A3.1

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

direction of the Company.

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

communications pursuant to the Listing Rules.

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

headed “Directors and Senior Management” in this annual report.

BOARD MEETINGS

Board Practices and Conduct of Meeting

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

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

expense of the Company.

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

interest.
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A.3.2 Directors’ Attendance Records at Board Meetings AB2ESHFEESERENRLE

The Board meets regularly for reviewing and approving the BEREeTFTHRTSE L‘Xﬁ%ﬁ&ﬁt?’iﬁﬁ
financial and operating performance, and considering and B EERIR - WRBERRIERR
approving the overall strategies and policies of the Company. FERB SRS SR o ﬂﬂﬁik%#‘ii%
Additional meetings are held when significant events or important FIHANMMER BgRTEING
issues are required to be discussed and resolved. During the period FEoNLEMBAMEARFRAMEHME &
from the Listing Date to the date of this annual report, the Board FERTTMAEHE SESNLHERS
held two meetings and the attendance records of each director at AT

these Board meetings are set out below:—

Attendance/ RS

Name of Director Number of Board Meetings EEHR EESgEEA

Executive Directors HITEE

Mr. Leung Kai Kuen 2/2 RIDRESHE 2/2

Mr. Leung Tat Piu 2/2 PRIEBEE 2/2

Mr. Cheng Chun Keung, Thomas 2/2 ERHRoR ST 2/2

Non-executive Director FEHITEE

Ms. Cheung Nga Lai, Carol 2/2 KRBT 2/2

Independent Non-executive Directors BUIHHTESE

Mr. Chung Wai Kwok, Jimmy 2/2 B SE 2/2

Mr. Chan Kong 2/2 BRIl 5 A= 2/2

Mr. Cheng Yu Hong (Note 1) 0/1 BT (MTaE 1) 0/1

Mr. Lee Kwok Chung (Note 2) 11 FRIBEE (HiE2) /1

Notes: Hiat -

(1) Mr. Cheng Yu Hong resigned as an independent non-executive Director (1) BFEMAEER 2 —SF A -_+—HE
on 21 June 2010. One Board meeting was held from the Listing Date to B IENTTES - A EMABEERHT
the date of his resignation. AHRITT —REECSH -

(2) Mr. Lee Kwok Chung was appointed as an independent non-executive (2) FHALERZZ—ZTFA-+—HE
Director on 21 June 2010. One Board meeting was held after his ZEARNBEUIIERITES - BHER
appointment and up to the date of this annual report. ERFHEABMBITT —REELEE -

BHEEZRERAR —T-TFFH @
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A.4 CHAIRMAN AND CHIEF EXECUTIVE

OFFICER

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

separate and should not be performed by the same individual.

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

the Group.

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

between the Board and the management of the Company.

A.5 APPOINTMENT AND RE-ELECTION OF

DIRECTORS

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

Articles of Association.

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

by shareholders at the next following annual general meeting.
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Pursuant to the aforesaid provisions of the Articles of Association,
all Directors shall retire at the forthcoming 2010 annual general
meeting of the Company and, being eligible, will offer themselves
for re-election at the meeting. The Company’s circular, sent
together with this annual report, contains detailed information of all

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 is normally supplemented with visits
to the Group’s key business sites and/or meetings with the senior

management of the Company.

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

whenever necessary.
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A.7 MODEL CODE FOR SECURITIES

TRANSACTIONS BY DIRECTORS

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

Listing Date to the date of this annual report.

Code provision A.5.4 of the CG Code requires the Board to establish
written guidelines on no less exacting terms than the Model Code
for relevant employees, who are likely to be in possession of
unpublished price-sensitive information in relation to the Company
and its securities, in respect of their dealings in the securities of
the Company. To conform with this code provision, the Company
has adopted such written guidelines for the Company’s relevant

employees on 8 July 2010.

BOARD COMMITTEES

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

recommendations made.

The practices, procedures and arrangements in conducting
meetings of Board committees follow in line with, so far as
practicable, those of the Board meetings set out in section A.3.1

above.

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

circumstances, at the Company’s expense.
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B.1 EXECUTIVE COMMITTEE

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

to-day operations of the Group.

B.2 REMUNERATION COMMITTEE

The Remuneration Committee comprises three members, namely,
Mr. Leung Kai Kuen, Mr. Chan Kong and Mr. Lee Kwok Chung, the
latter two being independent non-executive Directors. Mr. Leung

Kai Kuen is the chairman of the Remuneration Committee.

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

and objectives resolved by the Board from time to time.

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

consideration.

Details of the remuneration of each Director for the year ended
31 March 2010 are set out in note 15 to the financial statements

contained in this annual report.
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A meeting of the Remuneration Committee was held on 8 July
2010 with the presence of Mr. Leung Kai Kuen, Mr. Chan Kong
and Mr. Lee Kwok Chung. Up to the date of this annual report, the

Remuneration Committee has performed the following major tasks:

- Made recommendations on the remuneration package of
Mr. Lee Kwok Chung who was appointed as an independent

non-executive Director; and

- Reviewed remuneration packages of Directors and senior

management of the Company.

B.3 AUDIT COMMITTEE

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

is a former partner of the Company’s existing external auditor.

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

and risk management system and associated procedures.
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The Audit Committee held a meeting on 7 July 2010 with the
presence of Mr. Chung Wai Kwok, Jimmy, Mr. Chan Kong and Mr.
Lee Kwok Chung together with the Company’s external auditor and

the senior management and performed the following major tasks:

- Reviewed the scope of audit work, auditor’s fees and terms
of engagement for the year ended 31 March 2010; and

- Reviewed and discussed the financial statements, results
announcement and report for the year ended 31 March
2010, the related accounting principles and practices
adopted by the Group and the relevant audit findings.

B.4 NOMINATION COMMITTEE

Pursuant to the recommended best practice of the CG Code,
the Company has established the Nomination Committee. The
Nomination Committee comprises three members, namely, Mr.
Chan Kong, Mr. Leung Kai Kuen and Mr. Lee Kwok Chung, the
majority of which are independent non-executive Directors. Mr.

Chan Kong is the chairman of the Nomination Committee.

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

Directors.
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A meeting of the Nomination Committee was held on 8 July 2010
with the presence of Mr. Chan Kong, Mr. Leung Kai Kuen and
Mr. Lee Kwok Chung. Up to the date of this annual report, the

Nomination Committee has performed the following major tasks:

- Made recommendation on the appointment of Mr. Lee Kwok

Chung as an independent non-executive Director;

- Reviewed and discussed 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;

- Assessed the independence of the existing independent

non-executive Directors; and

- Made recommendation on the re-appointment of all the
existing Directors who shall retire at the forthcoming 2010
annual general meeting of the Company pursuant to the

Articles of Association.

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

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

informed assessment for approving the financial statements.

The Directors have acknowledged their responsibilities for
preparing the financial statements of the Company for the year
ended 31 March 2010.
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There are no material uncertainties relating to events or conditions
that may cast significant doubt on the Company’s ability to continue

as a going concern.

INTERNAL CONTROLS

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

and identified risks.

During the year under review, the Board conducted a review of
the effectiveness of the internal control system of the Company
including the adequacy of resources, qualifications and experience
of staff of the Company’s accounting and financial reporting

function, and their training programmes and budget.

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 on pages 52 to 53.

For the year ended 31 March 2010, the remuneration paid and
payable to PricewaterhouseCoopers, the Company’s external
auditor, for audit services to the Group in relation to the Global
Offering and annual audit amounted to HK$21.6 million and
HK$1.7 million respectively; and for non-audit services, comprising
professional services for internal control review and tax services,
amounted to HK$1.4 million.
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RELATIONSHIP WITH OUR CONTROLLING
SHAREHOLDERS

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

Controlling Shareholders”.

The independent non-executive Directors have reviewed and were
satisfied that each of the Controlling Shareholders, has complied
with the Deed of Non-Competition for the year ended 31 March
2010.

COMMUNICATIONS WITH SHAREHOLDERS
AND INVESTORS

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

decisions.

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

for any inquiries.
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The Board considers that general meetings of the Company provide
an important channel for shareholders to exchange views with the
Board. The chairman of the Board as well as the chairmen and/
or other members of the Board Committees will endeavor to be

available to answer questions raised by the shareholders.

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

to keep them informed of the Group’s developments.

SHAREHOLDER RIGHTS

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

meetings, including the election of individual Directors.

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

shareholder meeting.
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Independent Auditor’s Report
B AR

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 54 to 151, which comprise
the consolidated and Company balance sheets as of 31 March 2010,
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 notes.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and
the true and fair presentation of these consolidated financial statements
in accordance with International Financial Reporting Standards and the
disclosure requirements of the Hong Kong Companies Ordinance. This
responsibility includes designing, implementing and maintaining internal
control relevant to the preparation and the true and fair presentation of
financial statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the

circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these 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 as to whether the financial statements are

free from material misstatement.
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Independent Auditor’s Report

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and true
and fair presentation of the financial statements 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

financial statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the financial position of the Company and of the Group as at 31
March 2010, and of the Group’s financial performance and cash flows for
the year then ended in accordance with International Financial Reporting
Standards and have been properly prepared in accordance with the

disclosure requirements of the Hong Kong Companies Ordinance.

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 July 2010
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Consolidated Balance Sheet

REEERER

As at 31 March 2010
RZZE—ZF=A=+—H

ASSETS

Non-current assets

Property, plant and equipment
Land use rights

Prepayments

Deferred income tax assets

Total non-current assets

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

Total current assets

Total assets

EQUITY

Capital and reserves attributable to
equity holders of the Company

Share capital

Share premium

Capital reserve
Other reserves

Total equity
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Notes

i3

16
17
21
18

19
20

21
35(b)
35(b)

22
22

26

27
27

As at 31 March

R=A=+-—H

2010 2009
—2-25 —TRNF
HK$’000 HK$'000
FER THET
1,032,993 420,498
40,835 20,498
66,554 326,825
258 38
1,140,640 767,859
62,438 59,249
350,324 178,105
59,879 84,058
705 29,637
14,110 =
488 =
1,079,216 52,721
9,294 =
1,576,454 403,770
2,717,094 1,171,629
200,000 =
1,923,706 =
(964,044) (2,274)
1,036,150 735,918
2,195,812 733,644

continued & /...



Consolidated Balance Sheet
TEBEEBER

As at 31 March 2010
RZT—ZTF=A=1+—H

As at 31 March

R=A=+-—H
2010 2009
—E-FF —ETNF
Notes HK$’000 HK$'000
Kz FExT FHT
LIABILITIES aE
Non-current liabilities kRBERE
Long-term borrowings Eﬂﬂ{ﬁg 23 125,332 40,449
Deferred income tax liabilities BIEEFMBHAE 18 360 =
Total non-current liabilities wIEREEE 125,692 40,449
Current liabilities REBEE
Trade and other payables JEATE BRI N B A R 50 25 223,130 106,333
Short-term bank borrowings WHIRTTEE 24 108,905 160,683
Current portion of long-term borrowings REERABER o 23 45,395 13,483
Amounts due to related companies B EREARRE 35(b) 27 1,568
Amount due to a Director R —ZEEIE 35(b) - 107,337
Current income tax liabilities BNEAFTISEi & & 18,133 8,132
Total current liabilities wiEaE 395,590 397,536
Total liabilities HwEE 521,282 437,985
Total equity and liabilities HESZNREE 2,717,094 1,171,629
Net current assets REBEERH 1,180,864 6,234
Total assets less current liabilities HEERRBAE 2,321,504 774,093
On behalf of the Board REXEFS

Mr. Leung Kai Kuen

Mr. Leung Tat Piu

REARERE RERKE
Chairman Director
E 3

The notes on pages 62 to 151 are an integral part of these %@

consolidated financial statements.
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Balance Sheet
EEAER

As at 31 March 2010
RZZE—ZF=A=+—H

ASSETS
Non-current assets

Interests in subsidiaries

Current assets

Amount due from a shareholder
Other receivable

Cash and cash equivalents

Total current assets

Total assets

EQUITY

Capital and reserves attributable to
equity owners of the Company

Share capital

Share premium

Accumulated losses

Total equity

LIABILITIES

Current liabilities
Other payables
Amounts due to subsidiaries

Total current liabilities

Total liabilities

Total equity and liabilities

Net current assets

Total assets less current liabilities

On behalf of the Board

Mr. Leung Kai Kuen

RARERE
Chairman

e

The notes on pages 62 to 151 are an integral part of these

consolidated financial statements.
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As at 31 March

2010

R-ZB—ZF
=A=+—H

Notes HK$’000
Kz TR
28 1,199,366
35(b) 14,110
390

22 964,585
979,085

2,178,451

26 200,000
27 1,923,706
27 (9,014)
2,114,692

61,936

28 1,823
63,759

63,759

2,178,451
915,326

2,114,692

Mr. Leung Tat Piu
RERKE

Director
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Consolidated Income Statement

e

B

For the year ended 31 March 2010
HE-ZZF=A=+—HILFE

Year ended 31 March
BE=A=1t—HLEE

2010 2009
—E-FF —ETNF
Notes HK$’000 HK$'000
Mz FTEx FHT
Revenue ek 5 1,422,556 1,098,549
Cost of sales SHERAR 8 (909,549) (715,462)
Gross profit E7 513,007 383,087
Other income EmUA 6 3,716 3,324
Other loss, net H b E518F 5 7 (4,044) (10,132)
Administrative expenses ITHAX 8 (119,197) (116,199)
Selling expenses SHERMY 8 (43,743) (50,564)
Operating profit KB FIE 349,739 209,516
Finance income BE WA 9 1,147 1,927
Finance costs BhE AR 9 (13,102) (11,116)
Profit before income tax B PT1S A Al 337,784 200,327
Income tax expense FTiSFif 10 (46,445) (27,737)
Profit for the year attributable to VNN e S =N A )
equity holders of the Company FEFH 291,339 172,590
Basic and diluted earnings per VIN/NEIL ZE SN
share for profit attributable to (R ERER
equity holders of the Company N EE B A 13 HK$0.19/873  HK$0.12/87C
Dividends s 12 - -

The notes on pages 62 to 151 are an integral part of these BN
consolidated financial statements. —&b

E62H = 151 BRI BAR AR A BT SRR
7

o
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Consolidated Statement of Comprehensive Income
meEZEBER

For the year ended 31 March 2010
HE-ZTZF=A=1+—HILFE

Year ended 31 March
BE=A=1t—HLEE

2010 2009
—E-ZF —ETNF
HK$’000 HK$'000
BT FAT
Profit for the year FEFIE 291,339 172,590
Other comprehensive income: Hp 2wk
Exchange translation differences ERZERE 8,893 4,978
Total other comprehensive income KR IERFE
for the year, net of tax Efh 2wl 8,893 4,978
Total comprehensive income for VNN EE S TSN
the year attributable to ELEEEEE
equity holders of the Company Fallog 300,232 177,568

The notes on pages 62 to 151 are an integral part of these HNRE2HEE 151
consolidated financial statements. —&h o

LHIMRE T B AN R & I TS 3R Y

i
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Balance as at 1 April 2008

Profit for the year

QOther comprehensive income:

Currency translation differences

Total comprehensive income for
the year ended 31 March 2009

Costs incurred for proposed
issuance of new shares

Transfer to statutory reserve

Balance as at 31 March 2009

Consolidated Statement of Changes in Equity
MEERBHEER

For the year ended 31 March 2010
HE-ZZF=A=+—HILFE

RZFRN\ENA-BNEER

ERME
At 2ENE :
EHELZR

H2-ZENE=A
=+-BLLEERE

s

BRESTIROER
KR

BAEE R

R-EERE=A=+-H
ke

Share Share Capital Statutory Exchange Retained
capital premium reserve reserve reserve earnings Total
Tk RIFEE BAGE i Eifih REET st
(Note 26) (Note 27) (Note 27) (Note 27) (Note 27)
(Witze)  (wiz7)  (WiEzn)  (WE2) (W27
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
TAL TAL ThL AL THL TAL AL
- - 2510 43323 56,592 458435 560,860
- - - - - 172,590 172,590
- - - - 4978 - 4978
- - - - 4978 172,590 177,568
= = (4,784) = = = (4,784)
- - - 6,677 - (6,677) -
- - (2,274) 50,000 61,570 624,343 733,644

BHEEZRERAR —T-TFFH @
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Consolidated Statement of Changes in Equity
’Zj‘ﬂ\/\ *)’\,%Z,%@J%:Dt;’:

For the year ended 31 March 2010
HE-ZTZF=A=1+—HILFE

Share Share Capital Statutory Exchange Retained
capital premium reserve reserve reserve eamings Total
e REE UG EERE ERGE REER L

(Note 26) (Note 27) (Note 27) (Note 27) (Note 27)

(fit26)  (W#E27) (W) (BE27) (WEZ7)

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT  FER  TER TR TER  TER TR

Balance as at 1 April 2009 REEENEMA-ANES - - (2,274) 50,000 61,570 624,348 733,644
Profitfor the year FRHE - - - - - 291,339 291,339
Other comprehensive income: Ef2ENE :
Currency translation differences ERERER - - - - 8,893 - 8,893
Total comprehensive income for Bz-2-2%-7

the year ended 31 March 2010 =t+-BIEE2AENS - - - - 8,893 291,339 300,232

Allotment of shares pursuant to BEEARERN
the Reorganisation (311
(Notes 1.1(g) and 26(b)(i) R26(b)0) 1 967,943 - - - - 967,944

Allotment of shares for settlement RERHNEERRER

of shareholder's loan (B0

(Notes 1.1(f) and 26(b)(ii)) R 26(b)i)) - 100,000 - - - - 100,000
Shares issued pursuant to the BEZREER

Global Offering Bk

(Notes 1 and 26(h)(ii)) (B3E1 Rz 26(b)ii) 50,000 1,100,000 - - - - 1,150,000
Shares issued under the EMEBETET

capitalisation issue (Notes 26(b)(v)) ~ EZ{TR(A (EF26(b)(v) 149,999 (149,999) - - - - -

Share issuance costs incurred AEERIR

in prior year IS - (4,784) 4,784 - - - -
Share issuance costs incurred REFERHRBRN

in current year BIORAR - (89,454) - - - - (89,454)
Capital reserve arising from BEELRER

Reorganisation (Note 27(ii) Gl (Bzk27(i) - - (966,554) - - - (966,554)
Balance as at 31 March 2010 R-Z-E5=fA=1-H

fite 200,000 1,923,706 (964,044) 50,000 70,463 915,687 2,195,812

The notes on pages 62 to 151 are an integral part of these = B{NFE62 B TR AR S B HRER A
consolidated financial statements. —&#pD
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Consolidated Cash Flow Statements
n _\éiﬁﬁﬁé %

For the year ended 31 March 2010
HE_Z-TF=A=1T—HILFE

Year ended 31 March
BE=A=1t—HLEFE

2010 2009
—E-ZF —ZTTNF
Notes HK$’000 HK$ ' 000
et Fix FHT
Cash flows from operating activities REKEEHNRERE
Cash generated from operations CERTEERIRS 29 340,964 229,399
Interest paid BAFLE (779) (15)
Income tax paid BEFEH (36,892) (29,495)
Income tax refunded REFTSH 13 832
Net cash generated from operating activities 4 ‘& R BN E £ HIIR & F 58 303,306 200,721
Cash flows from investing activities REFREEIHNRERE
Proceeds from disposal of property, HEWE - BE&&E
plant and equipment FriSsE 2,139 4,214
Purchase of property, plant and equipment U - BE KEE (312,303) (160,692)
Purchase of land use rights BEE £ e (20,635) -
Prepayments for purchase of property, WREMZE -~ B IRk
plant and equipment TEfSIE (89,747) (217,574)
Interest received BUF B 183 1,276
Net cash used in investing activities KBRS AIRE T8 (420,363) (372,776)
Cash flows from financing activities RERE GRS RE
Proceeds from new bank borrowings SRITIEESZE 151,815 103,636
Repayments of bank borrowings BERITEE (97,273) (33,636)
Interest paid on bank borrowings BERITEERE (11,360) (11,101)
Proceeds from issuance of ordinary shares ~ 1B{E 2 BRI E 21T
pursuant to the Global Offering AR PTIS FE 1,150,000 =
Payments for share issuance costs SRR BEA TR AN (49,446) =
Increase in restricted bank deposits SZPR ISR TR RGN (9,294) (4,784)
Net cash generated from financing activites @& EENFTE £ HIR & %58 1,134,442 54,115
Net increase/(decrease) in cash and We RIS EEMEm
cash equivalents CR) #58 1,017,385 (117,940)
Cash and cash equivalents, net of bank FHHORRIRITBE L 8K
overdrafts at the beginning of the year ReEREEEED 50,348 165,512
Exchange difference on cash and Re MREEEBYH
cash equivalents ERZERE 252 2,776
Cash and cash equivalents, net of bank FRIBRIRITBE L 18K
overdrafts at the end of the year BeKREZEEY 22 1,067,985 50,348
The notes on pages 62 to 151 are an integral part of these  ZRE62H X 151 B AT 5T TR ANAR & B 75 Hak &Y

consolidated financial statements. —&#pD e

BHEEZERERAR —T—TFFR @



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 was listed
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 31 March 2010. The registered address of
the Company is Clifton House, 75 Fort Street, PO Box 1350,
Grand Cayman, KY1-1108, Cayman Islands.

On 19 March 2010, the Company issued a prospectus (the
“Prospectus”) and launched a global offering of 620,000,000
ordinary shares, comprising 500,000,000 new shares issued
by the Company and 120,000,000 shares offered by one
of the Founders (as defined in Note 1.1 below) (“the Global
Offering”), at an offer price of HK$2.30 per share (the “Offer
Price”). On 1 April 2010, the over-allotment option as detailed
in the Prospectus was fully exercised and the Company
was required to allot and issue an aggregate of 93,000,000
additional shares at the Offer Price. Gross proceeds received
by the Company from the Global Offering (including proceeds
from the exercise of the over-allotment option) amounted to
HK$1.36 billion in aggregate, of which HK$1.15 billion was
received by the Company on 31 March 2010 and HK$213.9
million was received by the Company on 9 April 2010.

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

These consolidated financial statements are presented in
thousands of units of HK dollars (HK$'000), unless otherwise
stated.

Fook Woo Group Holdings Limited Annual Report 2010

Notes to the Consolidated Financial Statements
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FE+—AT - BRBASHESRARNERE2E
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=+ HEBAHMERIMER DA (B
Frl)_E7i o ARA B FEME AClifton House, 75
Fort Street, PO Box 1350, Grand Cayman, KY1-
1108, Cayman lIslands °

RZZT—ZTF=A+NB " AAFFIEBK
ZSR(EBER])  UER230BT2HE
B ([ZEEE]) 2IKEE 620,000,000 % i AX
1+ 3% 500,000,000 % B AN A 7] 21T 2 FTAX
1% % 120,000,000 ¢ R EEF — BBl 9EA (EE
BUATHFLL BEZBRM ([Z2HRBE]) - R
—E—TFNA—H  BRERAFML 2B
Fe AR AR IE R AT - ERAARIABEE AR
K 277 48 £ 93,000,000 f% 58 SN 17 KA 7]
IEN PR B 2Bk E AR (B IERBTER
AR ISR ATIS 2008 & 1,360,000,000 77T
ERAQRRR-_Z—ZTFE=ZA=+—HUYKE
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Notes to the Consolidated Financial Statements

1 GENERAL INFORMATION AND GROUP
REORGANISATION (Continued)

SN PR e

1 —RERREEEAGE)

1.1

Reorganisation

Mr. Leung Kai Kuen and Ms. Tam Ming Luen
(hereinafter collectively referred to as the “Founders”)
established various companies in Hong Kong and
the People’s Republic of China (“PRC”) principally
engaging in the trading and manufacturing of tissue
paper products and recycled greyboard, trading of
recovered paper and provision of confidential materials
destruction services. In preparation for the listing
on the Stock Exchange, the Company underwent a
reorganisation (the “Reorganisation”) to acquire all the
subsidiaries carrying on the business of trading and
manufacturing of tissue paper products and recycled
greyboard, trading of recovered paper and provision of
confidential materials destruction services (the “Core
Business Entities”) from the Founders and to dispose of
certain companies which are inactive or carry on other
businesses (the “Non-core Business Entities”). The
Reorganisation principally involved:

(a) the incorporation of Fook Woo International
Limited (“FW Int”), a limited liability company
incorporated in the British Virgin Islands (the
“BVI") on 16 March 2007, by the Founders;

(b)  the incorporation of various intermediate holding
companies in the BVI (the “BVI Intermediate
Holding Companies”) by FW Int on 23 March
2009, which are established to act as the
immediate holding companies of the Core
Business Entities;

1.1

E4

REREFEREBGE 22+ (AT 57 [ 8]
WMADERERPEARKMBE( H
BKRIZRAR  TEBEERFES
AR R EERRE - BEE YRR
MR IR RS - REBERBRM
L£H - AREETTEATEARD - @
B ABBENREEERELTER
MR BEERARA - BB [ A R e
B R BRI BRFE M B R A ([ LA %
B REHEFRKCEREEREME
BOETAR(FROBMERRE]) - &
HEESK -

(a)

(b)

BIMAR —EZLF=A+ BHE
REHEBARESEMKIL—HKAR
BEEARRMBERER DR ([HEH

B

BHBEER_ZEZAF=ZA=-1+=

BHERBHBARESEMKILZE

ERZERAR( RBERAREER
ez
MERERLOEXEERNERIZR

AR

RAR]])  ERR LKA

BHEEZRERAR —T-TFFH @



Notes to the Consolidated Financial Statements
A ISR R MY EE

1

GENERAL INFORMATION AND GROUP
REORGANISATION (Continued)

1

—REMREBEA ()

1.1

Reorganisation (Continued)

(c)

(e)

the transfers of the equity interests in the
Core Business Entities from the Founders
to the BVI Intermediate Holding Companies
at a consideration which is determined with
reference to the net asset value of the Core
Business Entities as of the date of the respective
acquisitions by their existing immediate holding
companies by way of the issuance of shares by
FW Int to the Founders;

the disposals of the equity interests in the Non-
core Business Entities by the Founders on 5
August 2009. The Non-core Business Entities
consist of 100% equity interest in Hoi On
Confidential Waste Management Limited, an
inactive company which is disposed to one of the
Founders of the Group, and 24% equity interest
in Takco Limited, a company that is principally
engaged in the provision of management
services which is disposed to an independent
third party. The Non-core Business Entities
do not have a material effect on the Group’s
financial position or operating results;

the incorporation of the Company on 11
November 2009;

the shareholder’s loan payable of
HK$100,000,000 owed by Golddoor Company
Limited (“Golddoor”), a subsidiary of the Group,
to Mr. Leung Kai Kuen was transferred from
Golddoor to the Company. Subsequently, this
shareholder’s loan payable was capitalized by the
Company by the issuance of 1,125 shares on 21
February 2010;

@ Fook Woo Group Holdings Limited Annual Report 2010
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Notes to the Consolidated Financial Statements

fre SRR M A

1 GENERAL INFORMATION AND GROUP 1 —REMREBEH(E)
REORGANISATION (Continued)
1.1 Reorganisation (Continued) 1.1 &£EEME(E)
(g) in consideration of shares issued by the (g) ERARARMEINABITRNIER
Company to the Founders, the entire equity RE: BIHAR-_Z—ZTFE_H
interest in FW Int was transferred to the ~t+— B EMEER 2 R e
Company by the Founders on 21 February 2010. FARRQE] o Big - ANRAFKAZD
Thereafter, the Company became the holding B ZIERAT
company of the Core Business Entities.
2 SUMMARY OF SIGNIFICANT 2 BEARETBEME

ACCOUNTING POLICIES

2.1

Basis of preparation

Pursuant to the Reorganisation as described in Note
1.1, the Reorganisation was accounted for as a
reorganisation of businesses under common control,
in a manner similar to a pooling-of-interest. The assets
and liabilities transferred to the Group have been
stated at historical carrying amounts. The consolidated
financial statements have been prepared as if the
Company and the current corporate structure had
been in existence as at all dates and during the years
presented.

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.

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

2.1 mUEE

RBHRE LIFTRAER - SHEREHRR
2 MO ERER S 2 X EAT AT
fR-BBEEARAZEERABRESL
FREESIER - SRAMBRRORE - B
WARRF RBBEREFERA 258
BHREERA—EFE °

AT AU MRAERNE BT
RINFAT - RAREHBIN > RAABL
SIZEFER—HERBERZEFER

ARRFRE W HERREREARIHERE
EARBRAES EmARNT ERR
AlDME 16 2 WBEKRE - IRAMTE
BRIZESLRAEREL
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Notes to the Consolidated Financial Statements
A ISR R MY EE

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EBEAESHBERBE(E)

2.1

Basis of preparation (Continued)

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.

The following new standards and amendments to
standards are mandatory and relevant to the Group for

the financial year beginning 1 April 2009:

IFRSs (Amendments) Improvements to IFRSs

2.1

W ()

A EBERP B REEN B EA R
Bk - AEHE TRRE G &
EENARNERASE S BREEL
HE o S REBIEE H R E
F R A M BHMRBEROMRR Kb
HE - ERMEARE -

THFER R ERZEFTR T NEF
PMA— Bz B BF R R B BT A
SEAERE

BRMBHRE  BERMEEREELZ
A (3] Eogi:d

IAS 1 (Revised) Presentation of Financial BIpR e st 4R I HRERNES

Statements F 15 (s
=)
IFRS 7 Improving Disclosures about BIpR B TS s BOEER eI A
(Amendment) Financial Instruments — Fair AERIZE 7 5% HE - EEE

Value Measurements and (1837) ERSRT AR
Liquidity Risk of Financial E A
Instruments

IFRS 8 Operating Segments RS B i s EiE D E

The application of the above standards and
amendments had resulted in certain changes on the
disclosures on the Group’s financial statements while
the results and financial position were not affected.

The Group early adopted the Improvement to IFRSs
2009 — Amendment to IFRS 8 Operating Segments
(effective for annual periods beginning on or after 1
January 2010). The revised standard requires that
measure of segment assets should only be disclosed
when such information is regularly provided to the chief
operating decision maker.

@ Fook Woo Group Holdings Limited Annual Report 2010
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Notes to the Consolidated Financial Statements

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

fre SRR M A

2.1

Basis of preparation (Continued)

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

The following new/revised standards, amendments
and interpretations to existing standards have been
published but are not yet effective for the year ended
31 March 2010 and which the Group has not early
adopted:

IAS 24 (Revised)  Related Party Disclosures
(effective for annual periods
beginning on or after
1 January 2011)

IAS 27 (Revised)  Consolidated and Separate
Financial Statements
(effective for annual periods
beginning on or after

1 July 2009)
IAS 32 Financial Instruments:
(Amendment) Presentation on Classification

of Rights Issue (effective
for annual periods beginning
on or after 1 February 2010)

IAS 39 Financial Instruments:
(Amendment) Recognition and
Measurement (effective for
annual periods beginning on
or after 1 July 2009)

IFRS 1 (Revised)  First-time Adoption of IFRS
(effective for annual periods
beginning on or after 1
July 2009)

2.1 RBEEE)

MAERMARETFRREFRANER
RBBEANBITREE

VATHTET /1 E 7T R R IR B £ R &
RIRRECRRMG  ERBE-F—F
FZA=ZT - HLEFERARER  MA
SEWREFHRA

BRestERE BESTRE(RZ

2457 (81455T) ——F—HF—H%
ZERBNFER
A0

BIFREET RIS ,‘*'A}Sﬂ%iﬁﬁ%iﬁéﬁ
275k (RIE7T) (R=FFNF
H—Bgz &R
B E BRI

BREtEAE SBITA: #EOR

325 (1858T) 2A(R=ZF—F
F-H—Rzxkz’E
FIA R FE AR 4
)

BERSERSE SmMTA: BREs

395k (1&7T) 2(R=ZTNF
+A— Az &R
HEFEE R E
%)

BRMBEHREE BRARABEBRMHER

I8 158 (& FEA(N_FF

f£&7) NEFEELA—AZZ
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)
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Notes to the Consolidated Financial Statements
A ISR R MY EE

2 SUMMARY OF SIGNIFICANT 2 ERSTHBERBEGE)
ACCOUNTING POLICIES (Continued)

2.1 Basis of preparation (Continued) 2.1 RBEE(E)
IFRS 1 Additional Exemptions for RIS HREE  BARAA LT ZEEIN
(Amendment) First-time Adopters (effective AIZE 155 (18 BRRE(RZZE—=F
for annual periods beginning &) F—A—HmZ%&
on or after 1 January 2010) 4R 1) F S B A

)

IFRS 2 Share-based Payments — Group BB IS REE  ARRMD AR K —
(Amendment) Cash-settled Share-based BIIZE 285% (& SEURSEER
Payment Transactions =) VAR5 BB 3R
(effective for annual RH(MRZT—TF
periods beginning on —A—B3%kz&H
or after 1 January 2010) SRR E HAR A0

IFRS 3 (Revised)  Business Combinations (effective BRI HmEE EBKEH(RZZTZT
for annual periods beginning BIIZE 355 (445 hELA—H=®Z
on or after 1 July 2009) =) # B E FE HIR

£

IFRS 9 Financial Instruments (effective BRBEHmEE SMIA(RZ=ZF
for annual periods beginning BIIZE 95% —=F—H—Hk
on or after 1 January 2013) 2R T EH

HEY)
IFRIC 14 Prepayment of a Minimum BR#BHRES: SREESENFER
(Amendment) Funding Requirement BZ8g- E(R-_F——%F
(effective for annual periods BIEE 145 —A—Rzg &M
beginning on or after (f831) BHEEHEA
1 January 2011) )

IFRIC 17 Distributions of Non-cash BB GHER RAAESEFRS
Assets to Owners (effective BLZeg- BENRZTIE
for annual periods beginning BRREE LR tA—HzzEH
on or after 1 July 2009) PRV E AR

IFRIC 18 Transfers of Assets from B HEn EFPEREE(RZ-
Customers (effective for BZEg -7 TTNFLA—H
annual periods beginning T2 185% R BRFABNFE
on or after 1 July 2009) AR AR

IFRIC 19 Extinguishing Financial BB EHRER AR T BT
Liabilities with Equity BEZEE® 7 BE(R=ZE—F
Instruments (effective for =5 1997 FLA—HmxZE
annual periods beginning Fia R F S BRI 4
on or after 1 July 2010) )

@ Fook Woo Group Holdings Limited Annual Report 2010



Notes to the Consolidated Financial Statements

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4= A

%5 SRR B R

I\‘/j—\ -

2 EXRSHEERMEGE)

2.1 Basis of preparation (Continued)

Improvements to IFRS 2009 — Amendments to:

IAS 1

IAS 7

IAS 17

IAS 18

IAS 36

IAS 38

IAS 39

IFRS 2

Presentation of Financial Statements
(effective for annual periods
beginning on or after 1 January
2010)

Statement of Cash Flows (effective for
annual periods beginning on or after
1 January 2010)

Leases (effective for annual periods
beginning on or after 1 January
2010)

Revenue (effective for annual periods
beginning on or after 1 January
2010)

Impairment of Assets (effective for
annual periods beginning on or after
1 January 2010)

Intangible Assets (effective for annual
periods beginning on or after 1 July
2009)

Financial Instruments: Recognition
and Measurement (effective for
annual periods beginning on or after
1 January 2010)

Share-based Payment (effective for
annual periods beginning on or after
1 July 2009)

2.1

WA ()

—TTNFERMBREERSE - A

TRIEMELT -

BFR &t ERIS
15%

BIFREET RIS

BIFR g ERIS
17 5%

BFREsHERIS
185%

BFR &t ERIS
3657

BfREsHERS
385%

BFRE st ERIS
39%5%

BRI R B s s 2 4
BIIZE 255
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M REHEH (R
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Bk B RBME
FEHARIAERR)

ReREHR(N =
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SRR
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—A—HsZ &
ey FEHIREE
)
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)
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Notes to the Consolidated Financial Statements

e SRR MR

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EARSHHERBEGE)

2.1 Basis of preparation (Continued)

IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations (First and
second amendments to be effective
for annual periods beginning on or
after 1 July 2009 and 1 January
2010, respectively)

IFRIC9and  Reassessment of Embedded

IFRS 3 Derivatives (effective for annual
(Revised) periods beginning on or after

1 July 2009)
IFRIC 16 Hedges of a Net Investment in a

Foreign Operation (effective for
annual periods beginning on or
after 1 July 2009)

Improvements to IFRS 2010 — Amendments to:

IFRS 1 First-time Adoption of International
Financial Reporting Standards
(effective for annual periods
beginning on or after 1 January

2011)

IFRS 3 Business Combinations (effective for
annual periods beginning on or after
1 July 2010)

IFRS 7 Financial Instruments: Disclosures

(effective for annual periods
beginning on or after 1 January
2011)

IAS 1 Presentation of Financial Statements
(effective for annual periods
beginning on or after 1 January
2011)
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Notes to the Consolidated Financial Statements

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)
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2.1

2.2

Basis of preparation (Continued)

IAS 27 Transition requirements for
amendments arising as a result
of IAS 27 Consolidated and
Separate Financial Statements
(effective for annual periods
beginning on or after
1 January 2011)

IAS 34 IAS 34 Interim Financial Reporting
(effective for annual periods
beginning on or after 1 January
2011)

IFRIC 13 Customer Loyalty Programmes
(effective for annual periods
beginning on or after 1 January

2011)

The Group has already commenced an assessment
of the impact of these new IFRSs but is not yet in a
position to state whether these new IFRSs would have
a significant impact to its results of operations and
financial position.

Consolidation

The consolidated financial statements include the
financial statements of the Company and all of its
subsidiaries made up to 31 March.

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

2 EBEAESHBERBE(E)

2.2 Consolidation (Continued)

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

(i)  Purchase method of accounting

The purchase method of accounting is used
to account for the acquisition of subsidiaries
by the Group. The cost of an acquisition is
measured as the fair value of the assets given,
equity instruments issued and liabilities incurred
or assumed at the date of exchange, plus
costs directly attributable to the acquisition.
|dentifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are measured initially at their fair
values at the acquisition date, irrespective of
the extent of any minority interest. The excess
of the cost of acquisition over the fair value of
the Group’s share of the identifiable net assets
acquired is recorded as goodwill. If the cost of
acquisition is less than the fair value of the net
assets of the subsidiary acquired, the difference
is recognised directly in the consolidated income
statement.

(ii) Business combinations under common control

The consolidated financial statements
incorporate the financial statement items of
the combining entities or businesses as if they
had been consolidated from the date when the
combining entities or businesses first came
under control of the controlling party.
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Notes to the Consolidated Financial Statements

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)
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2.2 Consolidation (Continued)

(ii)

Business combinations under common control
(Continued)

The net assets of the combining entities or
businesses are consolidated using the existing
book values from the controlling parties’
perspectives. No amount is recognised in respect
of goodwill or excess of acquirer’s interest in
the net fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities over
the cost at the time of common combination, to
the extent of the contribution of the controlling
party’s interest. All differences between the
cost of acquisition (fair value of consideration
paid) and the aggregate of the share capital and
share premium of the entities transferred to the
Group pursuant to the Reorganisation have been
recognised directly in equity as part of the capital
reserve.

The consolidated income statement includes
the results of each of the combining entities
or businesses from the earliest date presented
or since the date when the combining entities
or business first came under common control;
where this is a shorter period, the date of the
common control combination is disregarded.

The comparative amounts in the consolidated
financial statements are presented as if the
entities or businesses had been consolidated
at the earliest balance sheet date presented or
when they first came under common control,
whichever is the later.
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Notes to the Consolidated Financial Statements
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EBEAESHBERBE(E)

2.2 Consolidation (Continued)

(ii) Business combinations under common control
(Continued)

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

In the Company’s balance sheet, the investments
in subsidiaries are stated at cost less provision
for impairment losses (Note 2.7). The results of
subsidiaries are accounted by the Company on
the basis of dividend received and receivable.

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.

2.4 Foreign currency translation
(@) Functional and presentation currency

Items included in the financial statements
of each of the Group’s entities are measured
using the currency of the primary economic
environment in which the entity operates
(the “functional currency”). The consolidated
financial statements are presented in Hong
Kong dollars (“HK$"), which is the Group’s
presentation currency, as the directors of the
Company are of the view that HK$ is more
relevant to the shareholders of the Company. The
functional currency of the Company is Renminbi
(“RMB™).
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Notes to the Consolidated Financial Statements

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)
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2.4 Foreign currency translation (Continued)

(b)

(c)

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 statements within other
gains/(losses) — net.

Group companies

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

(i)  assets and liabilities for each balance
sheet presented are translated at the
closing rate at the date of that balance
sheet;
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EBEAESHBERBE(E)

2.4 Foreign currency translation (Continued)

(c)  Group companies (Continued)

(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
(ii)  all resulting exchange differences are
recognised in a separate component of
equity.

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

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. All other repairs and maintenance are charged
to the consolidated income statement during the
financial period in which they are incurred.
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Notes to the Consolidated Financial Statements
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)
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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 improvements 20% or unexpired
lease term,
whichever is shorter

Plant and machinery 9%-30%

Furniture, fixtures
and equipment
Motor vehicles

18%-30%
18%-30%

The asset’s residual values and useful lives are
reviewed, and adjusted if appropriate, at each balance
sheet date.

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

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount
and are recognised in other gains/(losses) — net in the
consolidated income statement.

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

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

2 EBEAESHBERBE(E)

2.6 Land use rights 2.6 tiHfEARE
Land use rights are up-front payments to acquire long- THfEREANGHEYE Y RifkER
term interest in leasehold land, which are stated at RITETAR - FRAANE R R AT SR ] R AT
cost less accumulated amortisation and accumulated WAEBEYIER - KA A B S IEENE
impairment losses. Cost represents consideration BB AR T R 2 K
paid for the rights to use the land from the date when 8 o T RENEGRENTEERANE
the respective rights were granted. Amortisation of B s AR ERRITTHRAS E -
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.

2.7 Impairment of non-financial assets 2.7 ¥FEmEERE
Assets are reviewed for impairment whenever events HEEHRBEREBERREAS A
or changes in circumstances indicate that the carrying WemE - Ble e & ERER - BERK
amount may not be recoverable. An impairment loss HESDEAJKRECE 2 HEE  BRA
is recognised for the amount by which the asset’s REEE - AIkEEEAEEATEE
carrying amount exceeds its recoverable amount. The BIHERAEFRABEME 2R E °
recoverable amount is the higher of an asset’s fair value RAEREMS @ BEERAU D HHAIR
less costs to sell and value in use. For the purposes of enE([REEESBAM]) HZHELTR
assessing impairment, assets are grouped at the lowest S - WIEeRMEELTRE - AR
levels for which there are separately identifiable cash BWmE R RESS ] FREE -
flows (“cash-generating units”). Non-financial assets
that suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.

2.8 Financial assets 28 SWMEE

The Group classifies its financial assets as loans
and receivables. The classification depends on the
purposes for which the financial assets were acquired.
Management determines the classification of its
financial assets at initial recognition.
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Notes to the Consolidated Financial Statements
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EXRSHEERMEGE)
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2.8 Financial assets (Continued) 2.8

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

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

The Group assesses at each balance sheet date
whether there is objective evidence that a financial
asset or a 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. Impairment testing of trade and
other receivables is described in note 2.10.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EARSTBERBEGE)

2.9

2.10

Inventories

Inventories are stated at the lower of cost and
net realisable value. Cost is determined using the
weighted average basis. The cost of finished goods
comprises raw materials, direct labour, other direct
costs and related production overheads (based on
normal operating capacity), and where appropriate,
subcontracting charges. It excludes borrowing costs.
Net realisable value is the estimated selling price in the
ordinary course of business, less applicable variable
selling expenses.

Trade and other receivables

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

Trade and other receivables are recognised initially at
fair value and subsequently measured at amortised
cost using the effective interest method, less provision
for impairment. A provision for impairment of trade
and other receivables is established when there is
objective evidence that the Group will not be able
to collect all amounts due according to the original
terms of receivables. Significant financial difficulties
of the debtor, probability that the debtor will enter
bankruptcy or financial reorganisation, and default or
delinquency in payments are considered indicators that
the receivable is impaired. The amount of the provision
is the difference between the asset’s carrying amount
and the present value of estimated future cash flows,
discounted at the original effective interest rate. The
carrying amount of the asset is reduced through the
use of an allowance account, and the amount of the
loss is recognised in the consolidated income statement
within administrative expenses. When a receivable
is uncollectible, it is written off against the allowance
account for receivables. Subsequent recoveries of
amounts previously written off are credited against
administrative expenses in the consolidated income
statement.

@ Fook Woo Group Holdings Limited Annual Report 2010
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)
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2.11

2.12

2.13

2.14

Cash and cash equivalents

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

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.

Trade and other payables

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

Payables are recognised initially at their fair value and
subsequently measured at amortised cost using the
effective interest method.

Borrowings

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

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement
of the liability for at least 12 months after the balance
sheet date.
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2 SUMMARY OF SIGNIFICANT 2 EASHBEBE(E)

ACCOUNTING POLICIES (Continued)

2.15 Current and deferred income tax 2.15 ENHRRIEZEFTiSH
The tax expense for the year comprises current and B A AR 2 1A 2 H B HE RV AR SR A
deferred tax. Tax is recognised in the consolidated HeBRAEBEETLMEE kTR
income statement, except to the extent that it relates EAERCEENRENEEEEME
to items recognised directly in other comprehensive AW A Sz A TER 2N - TR TE4R
income or directly in equity. In this case, the tax is also AIESERER -

recognised in other comprehensive income or directly
in equity, respectively.

The current income tax charge is calculated on BIHAFR S TR iR 68 B AN 7] R E T
the basis of the tax laws enacted or substantively BRARKERELRRBTBRANBEKET
enacted at the balance sheet date in the countries EHABEEREG2BANE - BRER
where the Company and its subsidiaries operate and AT ERARBEART TREZER
generate taxable income. Management periodically THEBHBEER RN - WEHEEIFRT
evaluates positions taken in tax returns with respect VATE HR FE AT T R A M i 2 3R TE A B AEET
to situations in which applicable tax regulation is TR -

subject to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be
paid to the tax authorities.

Deferred income tax is recognised, using the liability BEMBE 2 HERLE BRI
method, on temporary differences arising between the EEMBEROECHIERER @ L
tax bases of assets and liabilities and their carrying BEEAERBELEMER - Am » BE
amounts in the consolidated financial statements. EFMBHMRAERS (TRIEEBRE
However, the deferred income tax is not accounted for PHEENBBEZYLER  MERS
if it arises from initial recognition of an asset or liability BT Ee T B ERHAE AR
in a transaction other than a business combination {ERRER - BIEFB R DIRBAEEBRIE
that at the time of the transaction affects neither B EE MM - WEBBRLEMS
accounting nor taxable profit or loss. Deferred income MEEBRIELFMEHaEAERE
tax is determined using tax rates (and laws) that have B e @A o HR (MBUE) MEEE ©

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 RA AR RIR A BE 2= A FE AR B A1 1K 8
extent that it is probable that future taxable profit will be ERERR - I SBREEMEHEE -
available against which the temporary differences can

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

fre SRR M A

m]ﬁH

2 ERSHEHERBMEGE)

2.15

2.16

Current and deferred income tax (Continued)

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

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

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.

2.15 B}
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EBEAESHBERBE(E)

2.16 Employee benefits (Continued)

(ii)

Pension obligations

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

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

In addition, pursuant to the relevant regulations
of the PRC government, the subsidiary in
the PRC participates in a local municipal
government retirement benefits scheme (the
“Scheme”), whereby the subsidiary in the PRC
is required to contribute a certain percentage
of the basic salaries of its employees to the
Scheme to fund their retirement benefits. The
local municipal government undertakes to
assume the retirement benefits obligations of
those employees of the subsidiary in the PRC.
Contributions under the Scheme are charged to
the consolidated income statement as incurred.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EXRSHEERMEGE)

2.16 Employee benefits (Continued) 2.16 EERA(E)

(iii) Termination benefits

Termination benefits are payable when
employment is terminated by the Group before
the normal retirement date, or whenever an
employee accepts voluntary redundancy
in exchange for these benefits. The Group
recognises termination benefits when it is
demonstrably committed to either: terminating
the employment of current employees according
to a detailed formal plan without possibility of
withdrawal; or providing termination benefits as
a result of an offer made to encourage voluntary
redundancy. Benefits falling due more than 12
months after balance sheet date are discounted
to present value.

2.17 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.

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.

(i) RILEARZER

AEBAEIEFRK A MBI LIRS
EE’TEE %X B FREBUAREL

SR - R IEERER o
$E@%$% TA T EIRE -
B EAER - RIEBE—IATHE
B2 FAEAFEIR LRARAR
8 FARRLSE EREREY
Mz LB RS - ERERR
BRI2EAXMNZEBNFTRER
B -

2.17 BBEEGREE

MAKERBEEFMAAERE A
EREERE  MBRAZETHEER
RESIERA L - Bt 2 BEREFL
A SELE - AIFHERER -

B ZEELUEE  HEBZERRCER
Bl AEERAEESIBERAL 2 A
et o BN AE R 4E BB+ E ] —IH S
BERRLAIBEETK - DR -

BETAEMEABEMBERX 2RE
e Fﬁﬁﬁﬁﬁ‘]%ﬁfﬁﬁﬁthi&ﬂﬂiﬁﬁﬂ%
REEMZEERFERR 2 BRET
E°%h%ﬁmmﬁﬁﬁw%ﬂgﬁi

BHEEZRERAR —T—TFEFH @



Notes to the Consolidated Financial Statements
A SRR MY EE

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2 EBEAESHBERBE(E)

2.17

2.18

Provisions and contingent liabilities (Continued)

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

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

Revenue recognition

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

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

e SRR M A

m]ﬁH

2 EXRSHEERMEGE)

2.18 Revenue recognition (Continued)

2.19

(a)

(b)

(c)

Sales of goods

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

Service income

Revenue is recognised when services are
rendered.

Interest income
Interest income is recognised on a time-

proportion basis using the effective interest
method.

Leases

Leases in which a significant portion of the risks and

rewards of ownership are retained by the lessor are

classified as operating leases. Payments made under
operating leases (net of any incentives received from
the lessor), including upfront payment made for
leasehold land and land use rights, are charged to the
consolidated income statement on a straight-line basis
over the period of the lease.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

EXETBRBE (B)

2.20 Dividend distribution

Dividend distribution to the Company’s shareholders
is recognised as a liability in the Group’s and

2.20 RE DK

AARBRERD KRS - EREER
N BRI AR 2 N B R AR R

Company’s financial statements in the period in BT AERBALE
which the dividends are approved by the Company’s
shareholders.
3 FINANCIAL RISK MANAGEMENT MBEREE
3.1 Financial risk factors 3.1 B¥RBEZ

The Group’s major financial instruments include cash
and bank deposits, trade and bills receivables, other
receivables, amount due from a shareholder, trade
and other payables, amounts due from/to related
companies, amount due to a Director and borrowings.
Details of these financial instruments are disclosed
in the respective notes. The risks associated with
these financial instruments and the policies on how
to mitigate these risks are set out below. The Group
manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and
effective manner.

(@) Foreign currency risk

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

The majority of assets and liabilities are
denominated in RMB, HK$ and USD, and
there are no significant assets and liabilities
denominated in other currencies.
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3  FINANCIAL RISK MANAGEMENT
(Continued)

SN bR e

3 UBEREREEGE)

3.1 Financial risk factors (Continued)

(a)

Foreign currency risk (Continued)

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

Since HK$ 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 PRC government.
The Group manages its foreign currency risk
by closely monitoring the movement of foreign
currency rates.

For companies with HK$ as their functional
currency

As at 31 March 2010, there are no significant
assets and liabilities denominated in RMB, and
hence there is no significant foreign currency risk
between these two currencies to the Group.

3.1 B¥EABEZE(E)

(a)
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3 FINANCIAL RISK MANAGEMENT 3 HXRERER(E)
(Continued)
3.1 Financial risk factors (Continued) 3.1 BREREEE)

(a)

Foreign currency risk (Continued)

For companies with RMB as their functional
currency

As at 31 March 2010, if HK$ had weakened/
strengthened by 5% against RMB with all
other variables held constant, pre-tax profit
for the year then ended would have been
approximately HK$56,574,000 lower/higher
(2009: HK$3,281,000 higher/lower), mainly as
a result of the foreign exchange losses/gains
(2009: gains/losses) on translation of HK$
denominated cash and bank deposits, trade
and bills receivables, borrowings as well as the
current accounts with related parties.

As at 31 March 2010, if USD had weakened/
strengthened by 5% against RMB with all other
variables held constant, pre-tax profit would
have been approximately HK$1,307,000 higher/
lower (2009: HK$413,000 lower/higher), mainly
as a result of the foreign exchange gains/losses
(2009: losses/gains) on translation of USD
denominated cash and bank deposits, trade and
bills receivables and borrowings.

The Group does not have a foreign currency
hedging policy. However, management of the
Group monitors foreign exchange exposure and
will consider hedging significant foreign currency
exposure should the need arise.
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3  FINANCIAL RISK MANAGEMENT
(Continued)

SN bR e

3 HXRERER(E)

3.1 Financial risk factors (Continued)

(b)

(c)

Credit risk

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

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

Liquidity risk

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

Management monitors the Group’s liquidity by
preparing and reviewing rolling cashflow forecast
that covers (i) monthly cash flow forecast for
the coming month and (ii) quarterly cash flows
forecast for the next three-month period.
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(b)

(c)
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3  FINANCIAL RISK MANAGEMENT
(Continued)

3

MERBEE (&)

3.1 Financial risk factors (Continued)

(c)

Liquidity risk (Continued)

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.

Group FEE

At 31 March 2009

Short-term bank borrowings, & HIRITIEE -
including interest payable

Long-term borrowings,
including the current R IERFIE
portion and interest
payable

Trade and other payables

Amount due to a Director

Amounts due to related

BN —HEEHA

e B RE AR

companies
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3.1 B¥RABEZE(E)

(c)

Less than
1 year
—FR
HK$'000
TET

168,070

16,278
106,333
107,337

1,568
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FINANCIAL RISK MANAGEMENT

(Continued)

SN PR e

BERER(8)

3.1 Financial risk factors (Continued)

(c)

Liquidity risk (Continued)

Group

At 31 March 2010

Short-term bank borrowings,
including interest payable

Long-term borrowings,
including the current
portion and interest
payable

Trade and other payables

Amount due to a related
company

Company

AT

Other payables

Amounts due to subsidiaries

FEE
R-ZZ2-2F=A=+—-H
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3.1 BXEBEZEE)
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Between Between

Less than land 2 2and 5
1 year years years Total
—FR —EMERN —FEER &t
HK$'000 HK$'000 HK$'000 HK$'000
THET THET THET THET
110,067 - - 110,067
53,343 46,214 90,651 190,208
223,130 - - 223,130
27 - - 27
386,567 46,214 90,651 523,432
61,936 - - 61,936
1,823 1,823
63,759 - - 63,759
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3

FINANCIAL RISK MANAGEMENT
(Continued)

3

BREREE(E)

3.1 Financial risk factors (Continued)

(d) Interest rate risk

As the Group has no significant assets that
bear floating interest rates, the Group’s income
and operating cash flows are substantially
independent of changes in market interest rates.

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 2010, if the interest rate on all
borrowings had been 100 basis points higher/
lower with all other variables held constant, pre-
tax profit for the year ended 31 March 2010
would have been HK$2,796,000 lower/higher
(2009: HK$2,146,000 lower/higher), mainly
as a result of higher/lower interest expense on

borrowings with floating interest rates.

As at 31 March 2010, if interest rates on all
interest-bearing bank and cash deposits had
been 100 basis points higher/lower with all
other variables held constant, pre-tax profit for
the year ended 31 March 2010 would have
been HK$10,878,000 higher/lower (2009:
HK$524,000 higher/lower), mainly as a result of

higher/lower interest income earned.

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

financing transactions.
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Notes to the Consolidated Financial Statements
rE RS R R

3 FINANCIAL RISK MANAGEMENT 3 BRERERERE(E)
(Continued)
3.2 Capital risk management 3.2 EXREKRER

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

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

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

AEBBERRESERER - AEH
ZEAERABRRREAKRERE DR
REREERERRE DM%&%M%
Bl M A H M B A RAE -
MR RIEE AR RB LA E AL -

REFIABEARE  AEETREE
BN TERRNRESE - MRRE
BEAR  BITHRABEEENRER
% o

AEBEFNAERNBBLREREERN -

BARB AL ERFERRABE ARG
"o FERREER (BEFAEERRE
RFFRZENER R FEBNEREE - LA RS
—REEFR)RERERASEFEBIR
RRHBITERGHE - REAREAE
ERBERMEN s DFERE -
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Notes to the Consolidated Financial Statements
A SRR MY EE

3 FINANCIAL RISK MANAGEMENT 3 HREREREE(E)
(Continued)
3.2 Capital risk management (Continued) 3.2 EXEREE(E)
During the year, the Group’s strategy was to maintain REBERE  NeB 2 ERAEERE
gearing ratio below 40%. The gearing ratios as at 31 B REEELOBIAT - R-T—FT4F
March 2010 and 2009 were as follows: F_ZETEAE=ZR=+—BZEABE
=3 (N
As at 31 March
R=B=+—H
2010 2009
—E-2F —EENEF
HK$’000 HK$'000
FHET FAT
Total borrowings #BEE (k23 &k 24)
(Note 23 and 24) 279,632 214,615
Amount due to a Director BN —REEFHIA - 107,337
279,632 321,952
Less: Cash and cash B RERIBEEFEEY
equivalents (Note 22) (MtsE22) (1,079,216) (52,721)
Less: Restricted bank W ZRHIERI T
deposits (Note 22) (FFzE22) (9,294) -
Net debt SHEIR (808,878) 269,231
Total equity AL 2,195,812 733,644
Total capital FER=IN 1,386,934 1,002,875
Gearing ratio EXREELE N/AFERA 27%
The decrease in gearing ratio for the year ended 31 BE-_Z-—ZTF=A=1+—HILFEZ
March 2010 was resulted primarily from proceeds BRBELEERFLOIIETEREEIRBE
pursuant to the Global Offering. Fi{SsA °
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FINANCIAL RISK MANAGEMENT
(Continued)

SN bR e

3 UBEREREEGE)

3.3 Fair value estimation

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

CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

3.3 AVEEMGE

ERASETREENAE (BREZRE
RITFEHK - ReERRSFEY  BRE
HERRERRE - HbEKFR - &
B SRR R EMRENKIE - B
NEMERR R —REEHR) EEHA
A8 REREEREATEERS -3
EHEEMS  eREBEZATFEED
BASERBEUSRM I ARG 28R
SN ERFRRKE MRS REM AT

=]
=4 e

4 EEETHEF RAE

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.

fist RAIBE YRR B SRR EE (21
HHRREEBER TREAREANER)
5H -

AREBERRAEL A5 REBR - IR 2 g5HE
AAREREVEARCERGERER c FEE
REBEEHEERAEZREER TERMEK
FREHERFEZ A RBRRV T
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4 CRITICAL ACCOUNTING ESTIMATES 4 BEESTHESTRHE (&)

AND JUDGEMENTS (Continued)

(a) Estimate of useful lives of property, plant and (a) Y% BERRE2ZEFAERER
equipment
The Group has significant property, plant and AEBEREVE  BMEREE A&
equipment. The Group determines the estimated EEEGA A ERAFIRRFIRER A
useful lives and residual values in order to ascertain BESE2RBEZTESTE - 25 HaT
the amount of depreciation charges for each reporting TR MEE ML EU 2 - BE &
period. These estimates are based on the historical BB ERAIME RS RFRERE
experience of the actual useful lives and residual values SHE o anA]{F A Bf sk R (B E B 2 B
of property, plant and equipment of similar nature and HErETR - AEBARTESZ S -
functions. The Group will revise the depreciation charge MmASE T EMEIMRECEEZESD
where useful lives or residual values are different to BRI Bk IER I B E -
those previously estimated, or it will write-off or write-
down technically obsolete or non-strategic assets that
have been abandoned or sold.

(b)  Provision for impairment of inventories (b) FEBERE
The Group reviews the carrying value of its inventories AEBBFTEFSREE  MMREHNU
to ensure that they are stated at the lower of cost BN B3 A] 43R S E M A P 2 RIK & 7
and net realisable value. In assessing the net iR - EREFEAREAE AL FHEEE
realisable value and making appropriate allowances, BREsFE YEFEHAEBKL &
management identifies, using their judgement, % MBRRREEEE ZTHBER
inventories that are slow moving or obsolete, and ARG RIS R E R EL B E B -
considering their physical conditions, age, market
conditions and market price for similar items.

(c) Provision for impairment of receivables (c) EWFERERE

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.

@ Fook Woo Group Holdings Limited Annual Report 2010
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Notes to the Consolidated Financial Statements

4 CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (Continued)

SN bR e

4 EEETHAETRAE (8)

(c)

(d)

Provision for impairment of receivables (Continued)

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

Income taxes

The Group is subject to income tax in various
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
during the ordinary course of business. Where the
final tax outcome of these matters is different from the
amounts that were initially recorded, such differences
will impact the income tax and deferred tax provision in
the period in which such determination is made. Details
of contingent liabilities in respect of the tax position of
certain subsidiaries of the Group are set out in Note 34.

Deferred income tax assets relating to certain
temporary differences and tax losses are recognised
when management considers to be 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.

(c)

(d)

PR RRE R ()

REHEBAIE P 2 B E 5 R [
MR - STTEEZ A - NETHE
B EEEEZR—RAIRAER  WHE
ABREMR TENRBEBEHR
BN AREFEPHBRR - HARER
PRBAREE  EEREERENZ
ME - RITT BT ERTIE R o

i@t

AEBEBNZ ERNEER ZFFH
ET2RMERBEBRHAFELEEH
B - RAFEH  TIRZRELRBA
BEZFEREEE - MZEEHIR
RUBERERVCSESBEER %
ERRTEFLREREMEMEH R
BB - AREETHEARN
BARRE A B ERFEHNHITE34 -

il % 3 B R R R SR B ER B A 7T B4
TERHE R ERNVIABE - RIfER R
ETEREZRNHIABIER B ZRITER
BREE - REREMRBERAETR -
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SEGMENT INFORMATION

2 EHER

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 (“CMD”) — provision
of confidential materials destruction services

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

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

Sales of recovered paper $HE AR

Sales of tissue paper products SHE AR

Sales of recycled greyboard SHE BER IR AR
Provision of confidential materials R =R B 2 AR 7S

destruction services

@ Fook Woo Group Holdings Limited Annual Report 2010
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BEARBENERRRBEDAES  FENE
SNTIHEHE RE AEENTREERRE
ERBEBIRES D A& D VAR A MTE|REK - A
AHERE R D EERRE

WABIRHE WA - £7E B AR BERR
M AR E MR R RS - AKE YK
ABHEATEIA :

Year ended 31 March
BZE=BA=+—HLLEE

2010 2009
—®-8F —TINE
HK$’000 HK$'000
TR TiE7T
815,241 597,809
575,577 457,662
27,776 39,150
3,962 3,928
1,422,556 1,098,549
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SEGMENT INFORMATION (Continued)

SN bR e

2 EBER ()

The analysis of the Group’s revenue from external customers
attributed to the locations in which the sales originated during
the year consists of the following:

Hong Kong a5
The PRC =a)

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

Customer A =FH

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

The total of non-current assets other than deferred tax
assets located in Hong Kong as of 31 March 2010 was
HK$192,285,000 (2009: HK$198,467,000), and the total
of these non-current assets located in other countries
as at 31 March 2010 was HK$948,097,000 (2009:
HK$569,354,000).

REERN  ARERBIINEEPOHBALREE
FsR B HE@ DA

Year ended 31 March
BE=A=+—HLEE

2010 2009
—g-®F -TThF
HK$’000 HK$'000
Tt Tt
399,088 335,890
1,023,468 762,659
1,422,556 1,098,549

WA 10% A L EFFFBAT

Year ended 31 March
BE=A=1t—HLEE

2010 2009
—E-EF —ETNF
HK$’000 HK$'000
TR FHIT
149,878 128,925

FRBEE (Tt MELEHAEE) WibEE D
ZEBRRIPTERBERERE

R-E-—FTFEF=A=1+—B FLREBEBN
BEFRDEETHARELEHBEE) B
192,285,000 7T ( — BZ .4 : 198,467,000
BIL) MRAZE—TE=ZA=+—8 " ur
HBR AR IERENE E & 948,097,000 74 7T
—EEAE 1 569,354,000 7T ) °
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5 SEGMENT INFORMATION (Continued) 5 oEERE)

The segment results and other segment items included in the NTE#EE=—T—TF=A=1+—HILEFE

profit for the year ended 31 March 2010 are as follows: LB BRIERFER D EEE RS EIEE -

Tissue
Recovered paper Recycled

paper products greyboard CMD Group

B 4 EERE BERKR BEMRHES s3]

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

THT THT THT THT THT

Revenue WA 815,241 575,577 27,776 3,962 1,422,556
Cost of sales SHERAR (550,235)  (329,030) (28,354) (1,930)  (909,549)
Segment gross profit Rl 265,006 246,547 (578) 2,032 513,007
Unallocated operating costs ROBEERA (163,268)
Finance costs, net AR TR (11,955)
Profit before income tax BRETS R AIFE 337,784
Income tax expense FEHAS (46,445)
Profit for the year FEFE 291,339
The segment results and other segment items included in the NTEIEE—ETNF=A=T—HILFE

profit for the year ended 31 March 2009 are as follows: LEBRBERFEFHN S BEER LM EIEE -

Tissue
Recovered paper Recycled

paper products greyboard CMD Group

Eles EERE  BERR EEMEES AEE

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

FET FET FET TET TET

Revenue ON 597,809 457,662 39,150 3,928 1,098,549
Cost of sales SHEMAR (398,072)  (282,:813) (32,489) (2,088)  (715462)
Segment gross profit A ER LA 199,737 174,849 6,661 1,840 383,087
Unallocated operating costs RO E A (173,571)
Finance costs, net BEKATE (9,189)
Profit before income tax BrF{S A1 FIE 200,327
Income tax expense 53 (27,737)
Profit for the year FEFE 172,590
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6 OTHER INCOME 6 HKkA
Year ended 31 March
BE=ZA=1t—HLEE
2010 2009
—E-2F ZZETNF
HK$’000 HK$'000
FHxT FAT
Sales of scrapped materials SHERER 1,849 1,349
Sales of packaging materials SHEBEMEL 236 420
Service income BRASUZA 454 475
Others Hith 1,177 1,080
3,716 3,324
7 OTHER LOSS, NET 7 EHMEEFEEE
Year ended 31 March
BE=A=+—HLEE
2010 2009
—g-8F —TThF
HK$'000 HK$'000
FHT FAET
Foreign exchange loss, net E N B R FRE (4,878) (4,776)
Gain/(loss) on disposals of property, HEME - BEKEEN
plant and equipment, net Wz (E518) 58 713 (5,459)
Others EAh 121 103
(4,044) (10,132)

BHEEZRERAR —T-TFFH @
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8 EXPENSES BY NATURE 8 Z‘EMEEITHEX
Expenses included in cost of sales, administrative expenses FFASHERA « ITHHAYX MHERI MRS 5
and selling expenses are analysed as follows: MR -

Year ended 31 March
BE=A=+t—HLEE

2010 2009
—E-EF —ETNF
HK$’000 HK$'000
FHET FHIT
Auditor’s remuneration IZEREM BN & 1,694 1,449
Amortisation of land use rights (5 R R 8H (B9RE17)
(Note 17) 532 479
Provision for impairment of trade FEWE 5 BRFURE RS (Hi3E 20)
receivables (Note 20) 1,906 2,308
Provision for impairment of deposits T HERNES RIENRIEN
and prepayments to suppliers B - 2,970
Direct write off of trade receivables EERUHEWE 5 8RR - 539
Direct write off of deposits and EERGEMHER S RE R
prepayments to suppliers TEFRIR - 3,895
Cost of inventories sold (Note 19) BEEFERA (M 19) 813,327 616,770
Depreciation (Note 16) e (FizE 16) 54,637 32,751
Operating lease charges in respect T REFHEEHERER
of land and buildings 5,925 5,106
Employee benefit expense (Note 14) g B1aHF s (Fii7E 14) 58,276 64,563
Directors’ emoluments (Note 15) ZH1E (BIE15) 3,173 2,689
Transportation costs BRI 55,994 65,021
Donations B 2,713 3,164
Handling charges FEE 832 945
Expenses incurred in connection EHREEMEENRY
with the Global Offering 7,819 -
Other expenses EAhF 65,661 79,576
Total cost of sales, administrative BEHEKA ~ TTERRY KR
expenses and selling expenses HEMX 1,072,489 882,225
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9 FINANCE INCOME AND COSTS 9 BBEWARKE
Year ended 31 March
BE=A=1t—HILEE
2010 2009
—E-2F ZZETNF
HK$’000 HK$'000
FET FAT
Finance income BE YA 1,147 1,927
Finance costs [N 2%:N
Interest expenses on bank borrowings ~ fR1TIEEF| B (11,360) (11,101)
Others Eith (1,742) (15)
(13,102) (11,116)
10 INCOME TAX EXPENSE 10 FreBipx
Year ended 31 March
BE=A=1t—HILLEE
2010 2009
—ZT-EF —ZETNF
HK$’000 HK$'000
FET FAT
Current income tax BNERFAS L
- Hong Kong profits tax — BB HEH 1,244 1,269
— PRC corporate income tax — B ERTSH 45,087 27,067
Over provisions in prior years BAFEERERE (26) (186)
46,305 28,150
Deferred tax EERE
Origination and reversal of TR EREREER
temporary differences el 140 (392)
Impact of change in Hong Kong ERERREHNTE
tax rate - (21)
140 (413)
Income tax expense PSR SZ 46,445 27,737

BHEEZRERAR —T-TFFH @
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4 AR

w3 /\ﬁiﬁ%i&%’%q%\i

10

INCOME TAX EXPENSE (Continued)

10 FrERiIAx< (8)

Hong Kong profits tax has been provided at the rate of 16.5%
on the estimated assessable profit for the year ended 31
March 2010 (2009: 16.5%).

Huizhou Fook Woo Paper Company Limited (“FWHZ"), a
subsidiary of the Group operating in the PRC, is eligible for a
50% reduction in corporate income tax rate from 1 January
2008 to 31 December 2010.

The applicable corporate income tax rate for FWHZ for the
year ended 31 March 2010 was 12.5% (2009: 12.5%).

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

Profit before income tax BR ET 1S 55 BT A1
Tax calculated at tax rates applicable

to profits in the respective countries
Tax effects of:

SHERBUR

Effect of preferential tax rates BERERNTE
Income not subject to tax BERTUA
Expenses not deductible for TR
tax purposes
Utilisation of previously ENR B M AR
unrecognised tax losses MISEE
Over provisions in prior years BAFERERG
Re-measurement of deferred BIERTBE AT = —
tax — change in Hong Kong BT EEE
tax rate
Income tax expense FriSif sz

The weighted average applicable tax rate was 25% (2009:
25%).

@ Fook Woo Group Holdings Limited Annual Report 2010
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UTEBENRBZE

BE_Z—ZTE=A=+—HILEE  FEFN
SRA(EETFERR A 12 16 5% BT R B3E (—
TTNE 165%) °

AEENPREERBAREMNBNARXER
AEI([EMEMD R -_BENF-H—BEZ
2+ A=+ —HaEREGEEME
BB -

EMNENR —_E—ZEFE=A=+—HIFED
EFEHNERREY A 125% (T NF ¢
12.5%) ©

AEBIZER IS B ATAB EROMEH - 8%
RIS ARAEEE AR BERME R E
AEGHAERBE I HAEENT

Year ended 31 March
BZE=A=1+—HLEFE

2010 2009
—E-EF —ZETNF
HK$’000 HK$'000
FHET FHT
337,784 200,327
84,740 49,445

(45,087) (23,936)

(657) (100)
7,475 2,979

- (444)

(26) (186)

- (21)
46,445 27,737

MEFLHBERAHE R AB5% (T NF:
25%) ©
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sre SRR M A

11 LOSS ATTRIBUTABLE TO THE EQUITY 11 RARIERFE ARGLEER
HOLDERS OF THE COMPANY
The loss attributable to equity holders of the Company is dealt RARB I HERER AT HBAR T E=FE AR
with in the financial statements of the Company to the extent {RE18 59,014,000 7T °
of HK$9,014,000.

12 DIVIDENDS 12 BE
No dividends had been paid or declared by the Company ARBRAEREI LA I MREIRBKE (=
during the year (2009: HK$Nil). TNEF | e

13 BASIC AND DILUTED EARNINGS PER 13 SREXAREBERF

SHARE

Basic earnings per share is calculated by dividing the 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.

The weighted average number of ordinary shares in issue
during the year ended 31 March 2010 used in the basic
earnings per share calculation is determined on the
assumption that the 1,500,000,000 shares with par value
of HK$0.01 each issued upon the capitalisation issue and
Reorganisation (Note 26) had been in issue prior to the
incorporation of the Company (2009: same).

Profit attributable to the equity
holders of the Company

Weighted average number of ordinary
shares in issue (thousand shares)

g (B0

Diluted earnings per share are equal to basic earnings per
share as there were no potential dilutive ordinary shares
outstanding during the year (2009: same).

RARHEE B AR

ERTE B NI

SRERBNTNAFEAR VAR AR
iRt R AR AE I B BT EB R AR TR
B -

BE_T-TF=-A=t—HILFE Bt
HERAN T BT E BRI T EREY
RETHBRRETE  REMLBETREMA (M
#26)12 %1789 1,500,000,000 i & A E{E 0.01
BT ERAR B EMAZATET(ZF
TNE AR -

Year ended 31 March
BE=A=+—HLEE

2010 2009
—E-EF —ETNF
HK$’000 HK$'000
FET FHT
291,339 172,590
1,501,370 1,500,000
HK$0.1978 7t HK$0.12787¢

MR AFEY & “”E%%j’tﬁﬁﬁ ST
BRANBEERERERBN(ZZETAF  F

%)
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14 EMPLOYEE BENEFIT EXPENSE,
EXCLUDING DIRECTORS’
EMOLUMENTS

14 BERARAX (FTEEESHE)

Year ended 31 March
BE=A=+—HLEE

15

Wages and salaries TERF®
Retirement schemes contributions RN R
Social security costs HERER A
Other allowances and benefits H )= Bk K 12 A

EMOLUMENTS FOR DIRECTORS AND
FIVE HIGHEST PAID INDIVIDUALS

2010 2009
—E-2F —EThEF
HK$’000 HK$'000
FERT THETT
46,815 53,346
1,743 2,404
5,849 7,075
3,869 1,738
58,276 64,563

15 EEmERFAEESHFAL

(@) Directors’ emoluments

(@ EBHE

The aggregate amounts of emoluments paid by the
Group to the directors of the Company during the year
are as follows:

AEEAEENTFAAREEOLIE
T

Year ended 31 March
BE=A=1t—HLEE

Fees e

Salaries, allowance and e R R
benefits in kind BEWHam

Discretionary bonus BEIEAL

Retirement schemes
contributions

RGBSR

@ Fook Woo Group Holdings Limited Annual Report 2010

2010 2009
—E-2F —EENEF
HK$’000 HK$'000
FERT FHBIT
3,011 2,485

58 -

104 204

3,173 2,689
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15 EMOLUMENTS FOR DIRECTORS AND 15 EEMEREBAREHFAL(E)
FIVE HIGHEST PAID INDIVIDUALS
(Continued)
(a) Directors’ emoluments (Continued) (a) EEME(E)
The emoluments of each director of the Company AKEERNNRSESHE ST ¢
during the year are as follows:
For the year ended 31 March 2010
BE-Z-BFE-A=+-HLEE
Salaries,
allowance
and benefits Retirement
in kind Discretionary schemes
Fees ¥& 28 bonus contributions Total
e REVFNE  BERAL BAGTEER )
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER FHT FHT TET
Executive director: HITEE
Mr. Leung Kai Kuen RRRERE - 1,450 - 73 1,523
Mr. Leung Tat Piu RERLE - 480 40 12 532
Mr. Cheng Chun Keung, Thomas BRsa A - 841 18 12 871
Non-executive director: FHTES
Ms. Cheung Nga Lai, Carol REBR L - 240 - 7 247
Independent non-executive director: B FEHITEE
Mr. Chung Wai Kwok, Jimmy BRI S - - - - -
Mr. Cheng Yu Hong BFMELE - - - - -
Mr. Chan Kong, Dennis BRI T4 - - - - -
Mr. Lee Kwok Chung EHABLE - - - - -
- 3,011 58 104 3,173
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15 EMOLUMENTS FOR DIRECTORS AND 15 EEMEeRAZEESHFAL(E)
FIVE HIGHEST PAID INDIVIDUALS

(Continued)
(a) Directors’ emoluments (Continued) (a EEME£(E)
The emoluments of each director of the Company AEFEERNRSESNE ST ¢

during the year are as follows:

For the year ended 31 March 2009
BEZTNF=RA=1T—HLFE

Salaries,
allowance
and benefits Retirement
in kind Discretionary schemes
Fees ¥ 28 bonus  contributions Total
e REWMzZ BB RREER CHI

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAL TET TET

Executive director: WTES:
Mr. Leung Kai Kuen RRRERE - 1,200 - 180 1,380
Mr. Leung Tat Piu RERLAE = 480 = 12 492
Mr. Cheng Chun Keung, Thomas BRI = 805 - 12 817
Non-executive director: FITESE :
Ms. Cheung Nga Lai, Carol KB L - - - - -
Independent non-executive director: B FEHITEE
Mr. Chung Wai Kwok, Jimmy BRI - - - - -
Mr. Cheng Yu Hong BFMEE - - - - =
Mr. Chan Kong, Dennis BRI A - - - - -
Mr. Lee Kwok Chung FEBESE - - - - -
- 2,485 - 204 2,689
During the year, no director received any emoluments FRN - AEERERE S HEA B
from the Group as an inducement to join or leave the & ERIRFEHINENBRAERE 28
Group or as compensation for loss of office. No director & HIERBEBAE ESMEMER
waived or has agreed to waive any emoluments. REZEREEAEE ©
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15 EMOLUMENTS FOR DIRECTORS AND 15 EEMERAZEESHFALT(E)

FIVE HIGHEST PAID INDIVIDUALS
(Continued)

(b) Five highest paid individuals (b)

The five individuals whose emoluments were highest in
the Group during the year included 2 directors (2009:
2). Their emoluments are reflected in the analysis
presented above. The emoluments payable to the
remaining 3 (2009: 3) individuals during the year are as

follows:

Salaries, allowance and e RUEREYH=
benefits in kind

Discretionary bonus BIBIEAL

Retirement schemes RIRGT IR

contributions

The emoluments fell within the following bands:

BEESFAL

FA - AEERUKSHFALSHEE2
BER(CTTNF 28) - RFEEW
MEE RN EFIDHTH o FREMNE
TIBAL(ZZETNSF - 35)WBE W
T

Year ended 31 March
BE=A=1t—HLEFE

2010 2009
—e-85 —TThF
HK$’000 HK$'000
FHT T
4,728 5,784

48 300

201 645

4,977 6,729

ERMENF TIRE -

Number of individuals
AE
Year ended 31 March
BE=A=1t—HLEE

2010 2009

—E-ZF —TTNF

HK$’000 HK$'000

FHET FHT

HK$ Nil to HK$1,000,000 T3 ITZE 1,000,000 7 7T -
HK$1,000,001 to HK$2,000,000 1,000,001 7 7E £ 2,000,00078 7T

HK$2,000,001 to HK$3,000,000 2,000,001 /&7t 2 3,000,000 7T 1 2

3 3
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e M HRRME

16 PROPERTY, PLANT AND EQUIPMENT - 16 ¥ - BMERXZE B

GROUP
Fumiture,
fixtures and
leasehold ~ Plantand  equipment Motor - Construction
Buidings improvements  machinery {7~ vehicles inprogress Total
BF HERE HREREE RERSE fE EEIR fit
HK$'000 HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$000
TAL TAL TAL AL TAL AL TAL
At 31 March 2008 RZEE\E=A=1—H
Cost KA 101,477 7133 261,019 9,532 28959 63,894 472014
Accumulated depreciation ZifinE (33,587) (5876)  (148,488) (7.087)  (20,296) - (215534)
Net book amount REFE 67,890 1,257 112,531 2,245 8,663 63,894 256,480
Year ended 31 March 2009 HE-EENE
=RA=T-AItER
Opening net book amount HNEEFE 67,890 1,257 112,531 2,245 8,663 63,894 256,480
Additions NE 358 636 05,549 1,127 5,401 132,401 205,472
Transfers between categories BRI 23,542 = = - - (23,54) -
Disposals e = - (9,476) = (197) = (9,673)
Depreciation ik (5,012) (594)  (23311) (752) (3082) - (3275
Exchange differences EAER 551 - 855 14 55 (505) 970
Closing net book amount HEREETE 87329 1,29 146,148 2,634 10,840 172,248 420,498
At 31 March 2009 RZEENE=A=1—H
Cost KA 126,249 7,769 303,157 10,642 31279 172,248 651,344
Accumulated depreciation e (38,920) (6,470) (157,009 (8,008) (20,439) - (230,846)
Net book amount REFE 87329 1,29 146,148 2,634 10,840 172,248 420498
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16 PROPERTY, PLANT AND EQUIPMENT - 16 Y¥ BERZE -8 (&)
GROUP (Continued)

Furniture,
fixtures and
Leasehold ~ Plantand  equipment Motor  Construction
Buildings improvements  machinery B~ vehicles i progress Total

BT HERE HERME RERRE RE  HERIE At
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TR Tix T TRT T TRT T

Year ended 31 March 2010 HE-2-%%

“RA=t-BILEE
Opening net book amount HNEEFE 87,329 1,299 146,148 2,634 10840 172,248 420,498
Additions RE - 20 415,537 507 2,053 245,758 663,875
Transfers befween categories HhREEs 206,140 - 122,802 - - (328942 -
Disposals it - - (891) - (535) - (1,426)
Depreciation ik (9,429) (429)  (40,625) (723) (3,431) - (54,637)
Exchange differences ERER 991 - 1,642 19 74 1,957 4,683
Closing net book amount HREmFE 285,031 890 644,613 2,437 9,001 91,021 1,032,993
At 31 March 2010 R-Z-FF=A=1-H
Cost KA 333,822 7,789 836,134 11,192 32,582 91,021 1,312,540
Accumulated depreciation ZiinE (48,791) (6,899) (191,521) (8,755  (23,581) - (279,547
Net book amount RRFE 285,031 890 644,613 2,437 9,001 91,021 1,032,993
As of 31 March 2010, buildings with net book value of RZZE—ZEF=A=+—H EEFME
approximately HK$147,975,000 (2009: HK$87,329,000) #)147,975000 T EF( T hL F:
were pledged as collateral for the Group’s borrowings (Note 87,329,0008 L) fE AL EEEME AR (I
30). As of 31 March 2010, plant and machinery with net book 7F30)c RZZE—ZEF=A=+—8  KE#F
value of approximately HK$643,464,000 (2009: Nil) were B49643,464,000 BITHIME Kiges (ZZT 1
pledged as collateral for the Group’s borrowings (Note 30). F BB KEEAREEEE/MER M (M

F£30) °

The buildings are located on the Group’s land use rights in the ZEETFURPE - ASEES T {ERRE -
PRC with lease of between 48 to 52 years. AN FA8EB2FANSE -
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16 PROPERTY, PLANT AND EQUIPMENT -
GROUP (Continued)

16 W% - BERRE-KE(E)

EGRABRRITIBHNASEDE  BE MEE
RITENT :

Depreciation of the Group’s property, plant and equipment
has been charged to the consolidated income statement as
follows:

Year ended 31 March
BE=A=1t—HLFE

2010 2009
—E-=F —ZETAF
HK$’000 HK$'000
FHxT FAT
Cost of sales SHERAR 40,812 27,556
Administrative expenses TR 13,825 5,195
54,637 32,751
17 LAND USE RIGHTS - GROUP 17 TiEAE-SEE

The movements of land use rights are as follows: THE RN EBT

As at 31 March

R=B=+-—H

2010 2009

—ET-EF —ETNF
HK$’000 HK$'000
FHExT FAT

Opening net book amount HRYIERE R E 20,498 20,739
Additions during the year FRARE 20,635 =
Amortisation Bgs (532) (479)
Exchange differences ERZER 234 238
Closing net book amount B4R EREDRE 40,835 20,498
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17 LAND USE RIGHTS - GROUP (Continued)

SN PR e

17 TiFERE-KBE (&)

Amortisation of land use rights has been included in
administrative expenses.

The Group’s interests in land use rights represent prepaid
operating lease payments and their net book values are
analysed as follows:

TR PR St ATTIRISS

AEEN T MERERESAANCERS - B
MELHESREFEITDT

As at 31 March

MR=A=+—H
2010 2009
e —EENF
HK$’000 HK$'000
FET FHIT
In the PRC, held on unexpired ER R THEEA
lease terms between 10 to 50 years REMBEEN T 10250 F1E 40,835 20,498

As at 31 March 2010, land use rights with carrying values of
approximately HK$40,835,000 (2009: HK$20,498,000) were
pledged as collateral for the Group’s borrowings (Note 30).

R-_E—ZE=A=+—HB BEHEHY
40,835,000/ 7T (=TT A4 : 20,498,000
JT) i A AR EEE S R IK
m (FIEE30) o

BHEEZRERAR —T-TFFH @



Notes to the Consolidated Financial Statements
A ISR R MY EE

18 DEFERRED INCOME TAX - GROUP 18 EEFEH —KE
Deferred income tax assets and liabilities are offset when EREMSHERARMSKEEGRE - BEEE
there is a legally enforceable right to offset tax assets against 2 s BT TRORER - AIIERIIE B E T
tax liabilities and when the deferred income taxes relate to the IBEE  BIARIERSTHEEREELEMEH
same tax authority. afE-e

As at 31 March

R=A=+—H
2010 2009
—ZT-ZF —ZETNF
HK$’000 HK$'000
FHBxT FAT
Deferred income tax assets: BIEFMBHEE
— to be realised after — R 12 8 B2 23R
more than 12 months 258 462
— to be realised within 12 months —R 1218 B NEIR - -
258 462
Deferred tax liabilities: BEFSHBE :
— to be realised after —RiE 12 8 BB 23R
more than 12 months (360) (424)
— to be realised within 12 months —R 1218 B NEIR - -
(360) (424)
Deferred income tax AT (BR) EEFE
(liabilities)/assets, net (102) 38
The movement on the deferred income tax account is as EEFMEHERE 28T :
follows:
As at 31 March
MR=A=+—H
2010 2009
—E-EF —ETNF
HK$’000 HK$'000
T FAET
Beginning of the year F47 38 (375)
Recognised in the consolidated ERGrE Bak iR
income statement (Note 10) (MF5E10) (140) 413
End of the year FR (102) 38

@ Fook Woo Group Holdings Limited Annual Report 2010



Notes to the Consolidated Financial Statements
rE SRR

18 DEFERRED INCOME TAX - GROUP 18 ELFEH — &8 (&)
(Continued)
The movement in deferred income tax assets/(liabilities) BRIERESREE,/ (&) RNFEFANEFHNT
during the year, without taking into consideration the (e RAERIFIS AA R RS
offsetting of balances within the same tax jurisdiction, is as
follows:

Accelerated

tax
Tax losses depreciation Total
BEE MEBERE &5t
HK$’000 HK$'000 HK$'000
FAT FET FAT
At 1 April 2008 RZZEZN\FEMA—H - (375) (375)
Credited/(charged) to the A (F1E) EEERE
consolidated income statement 421 (8) 413
At 31 March 2009 R=ZZTNF=A=+—H 421 (383) 38
(Charged)/credited to the (HB)  FTALZABER
consolidated income statement (221) 81 (140)
At 31 March 2010 RZZE—ZTF=A=+—8H 200 (302) (102)
Deferred income tax asset are recognised for tax losses ik 4B 28 o0 765 4B 28 ] 3 408 R 2R FE AR AR R B 23R
carried forward to the extent that the realisation of the related BIR LA R IS B IR ERIELEFTSTHEE - N
tax benefit through the future taxable profits is profitable. As “E—ZTF=A=+—H KERREERE
at 31 March 2010, there were unrecognised tax losses of 1,229,000/ T #% T 4588 - LA 38 R R FERR R
approximately HK$1,229,000 to be carried forward to offset FE - ZEEEIWS A HR -
against future taxable profits. These losses have no expiry
terms.
Deferred income tax liabilities of HK$27,222,000 (2009: RZE—ZTF=FA=+—H  UABR—RWE
HK$11,678,000) have not been recognised as of 31 March AR ARE 2 A FE A AN R TR0 2 B h B IE
2010 for the withholding tax and other taxes that would MERIEEFTS T B E 27,222,000/ L (ZEF
be payable on the unremitted earnings of a subsidiary. NF 0 11,678,00087L) c R=_E—ZFF=A
Unremitted earnings totalled HK$966,728,000 at 31 March =+—RB  KEHZBFEFR966,728,000%
2010 (2009: HK$658,502,000). TL(ZZZTNEF : 658,502,000 7T) °
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19 INVENTORIES - GROUP 19 FE—5H

As at 31 March

R=A=+—H
2010 2009
—E-2F ZZETNF
HK$’000 HK$'000
FET FAET
Raw materials, at cost R A 39,844 42511
Finished goods, at cost BRI N 22,594 16,738
62,438 59,249

RE-T-TF=AS+-BL5E B
AWML HERK] HFERAR
813,327,000/& 7 (Z T F AL : 616,770,000

The cost of inventories recognised as an expense and
included in “cost of sales” amounted to HK$813,327,000 for
the year ended 31 March 2010 (2009: HK$616,770,000).

BIT) °
20 TRADE AND BILLS RECEIVABLES - 20 EWEGRIREE -£8
GROUP
As at 31 March
R=B=+-—8H
2010 2009
—E-ZF —ETNF
HK$’000 HK$'000
FET FAT
Trade and bills receivables EUE SRR N = 356,159 182,245
Less: provision for impairment B BB (5,835) (4,140)
Trade and bills receivables — net EWE 5 RS R ER T 350,324 178,105
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20 TRADE AND BILLS RECEIVABLES -
GROUP (Continued)

SN PR e

20 BWESERRRE-&£BE (&)

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:

Current BNEA

1 - 30 days 1-30H
31 - 60 days 31-60H

61 — 90 days 61 -90H

91 - 120 days 91-120H
Over 120 days # 120 H
Less: Provision for impairment R AR

EFEZEANNREREES RERMNE KR
o —MEEHNTIOBENH - REH
RE B EKE SRR EERBERR TN
T

As at 31 March

MR=A=+—H
2010 2009
—E-EF —ETNF
HK$’000 HK$'000
FET FHIT
283,316 107,358
36,417 25,623
15,378 15,892
1,304 12,133
2,297 5,757
17,447 15,482
356,159 182,245
(5,835) (4,140)
350,324 178,105
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20 TRADE AND BILLS RECEIVABLES - 20 FWESZRIREE -8 (&)

GROUP (Continued)

As of 31 March 2010, trade receivables of approximately
HK$67,008,000 (2009: HK$70,747,000) were past due but
not impaired. These relate to certain customers with no history
of credit default and they are in continuous trading with the
Group. Based on past experience, management believes
that no provision for impairment is necessary in respect of
these balances as there has not been a significant change
in credit quality and the balances are still considered as fully
recoverable. The ageing analysis of these trade receivables
based on due date is as follows:

1 - 30 days 1-30H
31 - 60 days 31-60H
61 — 90 days 61 -90H
91 - 120 days 91 -120H
Over 120 days #1120 H

As of 31 March 2010, trade receivables of approximately
HK$5,835,000 (2009: HK$4,140,000) were impaired and
fully provided for. The individually impaired receivables were
mainly related to smaller customers which were in financial
difficulties. The ageing analysis of these non-recoverable
receivables based on due date is as follows:

Over 120 days #1120 H
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R_ZE—TF=A=+—H ' 467,008,000
T (ZZZTAE : 70,747,000 7T) HEKE 5
BRFEE B ER - B ARIFE o F il 5RIE R &
FEEEALSBNETELRPBH  MESHENR
AEERS - RIBEBAELH  EEERE #
A HEARBRERE  AAEEEXRL
EEEE(L - B &S DEaE ARl 28K
B o it fEWE S IRFUEEE B AR BRER AT
NN

As at 31 March

MR=RA=+—H
2010 2009
—E-2F —ZETNF
HK$’000 HK$'000
TR FHET
36,417 25,623
15,378 15,892
1,304 12,133
2,297 5,757
11,612 11,342
67,008 70,747

RZZE—ZFF=HA=+—H ' #5,835,000%
TE(ZZZNF ¢ 4,140,000 70) EKE 5
BRSO R EE 2 BB o (R IR B URIR
TEERAVRRER ) OEFPERH - GEAK
BE Y e SR TR IR B HA R AT 2 PR D AT AR T

As at 31 March

R=B=+—H
2010 2009
—E-BF —TENFE
HK$’000 HK$'000
TR THIT
5,835 4,140
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20 TRADE AND BILLS RECEIVABLES - 20 FWESRIREE -8 (&)
GROUP (Continued)

Movement on the provision for impairment of trade fEWE ZERFURERENEZIT
receivables is as follows:

As at 31 March

R=B=+—H
2010 2009
—E-EF ZEENF
HK$’000 HK$'000
FET FHT
At beginning of the year F4) 4,140 3,251
Provision recognised in the E R A Bm R
consolidated income statement 1,906 2,308
Receivables written off during A 7~ B] Y & i A A P S AY
the year as uncollectible FEW R IE (177) (1,450)
Reversal of allowance made B (36) (1)
Exchange differences TERZERE 2 32
At end of the year FH 5,835 4,140
The carrying amounts of trade and bills receivables are UTHEEAENEKRE ZESREZETR
denominated in the following currencies: 18 :
As at 31 March
MR=A=+—H
2010 2009
e —EENF
HK$’000 HK$'000
FET FAT
HK$ BT 42,849 39,323
usSD = 17,082 6,958
RMB AREE 290,393 131,824
350,324 178,105
The addition and reversal of provision for impaired receivables B ERERFIER IS R BRI B ED T AGZE
have been included in administrative expenses in the B ROITHHAS (MH3E8) - sk HEER
consolidated income statement (Note 8). Amounts charged to K< BEAE TR BRI REUR 01 58 2235 S AP IS o

the allowance account are generally written off when there is
no expectation of recovering additional cash.
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20 TRADE AND BILLS RECEIVABLES - 20 EWESRRREE -8 (&)
GROUP (Continued)
As of 31 March 2010, the fair values of the trade and RZE—ZF=A=+—H80 BUREZEIX
bills receivables approximate their carrying amounts. The EENATEEREREERSE REAEH
maximum exposure to credit risk at each balance sheet date B EYFENE=EERBRAEERRE - A
is the carrying value of the receivables. The Group does not SRV ERBEAERRIERER

hold any collateral as security.

As of 31 March 2010, trade receivables of approximately R ZF=A=+—"HB AXEEAHY
HK$59,063,000 (2009: HK$39,352,000) were pledged as 59,063,0007%8 7t ( ZZ Z L4 : 39,352,000
collateral for the Group’s borrowing (Note 30). ) BRIWE ZERAFEREERR  EAEEE

BEE (HFE30) »

21 PREPAYMENTS, DEPOSITS AND OTHER 21 FA{IRIE - ZE R HEMEWR

RECEIVABLES - GROUP H-5£E
As at 31 March
R=B=+-—8
2010 2009
—E-EF —ZETNF
HK$’000 HK$'000
FHET FHIT
Non-current portion FEBNERFR{D
Prepayments for purchase of BEYE  BEREEN
property, plant and equipment SEEC 66,554 326,825
Current portion BNEAER (D
Deposits placed with suppliers MRS H R iRS 30,402 26,202
Prepayments to suppliers R FE R 2 S R TR SRR 15,327 31,596
Other receivables from REAE =R E A EYGRIE
third parties (note a) (MizE @) 9,552 20,337
Others Hiftb 4,598 5,923
59,879 84,058
Total @t 126,433 410,883
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21

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES - GROUP (Continued)

SN PR e

21 ANFE - BSREMEYR
H-KE(E)

As of 31 March 2010, the fair values of the other receivables
approximate their carrying amounts. The maximum exposure
to credit risk at each balance sheet date is the carrying value
of each class of receivables mentioned above. The Group
does not hold any collateral as security (2009: same).

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

RZZE-ZTF=A=+—H  HEKKEN
APEEREKEERE - REEFR - &5
FERR A LS REYRANREE - A%
B ER A AR R ERER (T NE
HE)

HiE @) BABEKE =T RE AR - 68 RARE

22 CASH AND CASH EQUIVALENTS AND 22 BeRBEEEBYRZRGEIEIT
RESTRICTED BANK DEPOSITS E®&
Group Company
AEE AAT
2010 2009 2010 2009

Cash in hand FHERE

Cash at bank RITHRE

Total cash and cash equivalents Re MRESEMER
Restricted bank deposits SRR TER

—2-Bf “TTNF ZB-BF _—TTHF
HK$’'000 HK$'000 HK$'000 HK$'000

TERT TAT FTHET FHET
737 299 - -
1,078,479 52422 964,585 -
1,079,216 52,721 964,585 -
9,294 - - -
1,088,510 52,721 964,585 -
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22 CASH AND CASH EQUIVALENTS 22 RERFAESEEYRZRHIRIT

AND RESTRICTED BANK DEPOSITS BFR(E)
(Continued)
Cash and cash equivalents are denominated in the following I THEETENR G RN EEY
currencies:

Group Company

REE AT

2010 2009 2010 2009

—2-2f “TTNFE ZB-BF _—TTHF
HK$'000 HK$'000 HK$'000 HK$'000

TR FAT FHERT TAT
Cash at bank and in hand RITRFEES
RMB AEE 36,430 19,628 - =
HK$ BT 1,044,707 18,460 964,585 -
usb E 7,370 14,558 - -
EURO BUT 3 75 - -
1,088,510 52,721 964,585 -
The restricted bank deposits were denominated in RMB as of R-ZT—TFE=ZF=+—8  ZRHETERX
31 March 2010. The balance was pledged as collateral for the MAREE  AEECEHRERERRR -
Group’s borrowings (Note 24). LAERUEE (FizE24) ©
Group Company
biN | KT
2010 2009 2010 2009

—g-8F “TINF  SF-BF “IINF
HK$'000 HK$'000 HK$’000 HK$'000

FTHEr FHET T FHET
Maximum exposure to creditrisk on ~ IR&RIREZEBHN
cash and cash equivalents and SR IR TIE A
restricted bank deposits EazEER 1,087,773 52,422 964,585 =
The conversion of RMB denominated balances into foreign BREAREFEEHBING - URELEH
currencies and the remittance of such bank balances and IRITRB R RMARS - ZHRBUTHE
cash out of the PRC are subject to the relevant rules and MEY A BINES BIRR B AR BIFTAER <

regulations of foreign exchange control promulgated by the
PRC government.

@ Fook Woo Group Holdings Limited Annual Report 2010



Notes to the Consolidated Financial Statements
rE SRR

22 CASH AND CASH EQUIVALENTS 22 RERREEB/YRZREIEIT

AND RESTRICTED BANK DEPOSITS wR(E)
(Continued)
Cash at bank earns interest at floating rates based on IRITR S BB E ATIRTTEARF R ERZ 5
prevailing bank deposit rates. BAIE o
Cash, cash equivalents and bank overdrafts include the e ReRERME Re ReFEUR
following for the purpose of the consolidated cash flow RITEYBRENTEHE
statement:

Group Company

PN L] b NG|

2010 2009 2010 2009

—E-FF —TTNF ZE-TF —ZTTNF
HK$'000 HK$'000 HK$'000 HK$'000

FET FHT FEx FET
Cash and cash equivalents ReMREEEY 1,079,216 52,721 964,585 =
Bank overdrafts (Note 24) FITES (EE24) (11,231) (2,373) - =
1,067,985 50,348 964,585 -
23 BORROWINGS - GROUP 23 BE-—&H

As at 31 March

R=A=+—H
2010 2009
—E-2F ZZETNF
HK$’000 HK$'000
FHxT FAT
Bank borrowings, secured BIEWEITEE 122,727 53,932
Bank borrowings, unsecured FIIRIRTTEE 48,000 =

Less: current portion included B BRERRBEER

in current liabilities BNERZB 1% (45,395) (13,483)
Long-term borrowings RHEE 125,332 40,449
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23 BORROWINGS - GROUP (Continued) 23 BE-£E(8)

RERBZEERNEEEZIHAMT

The maturities of the total borrowings at respective balance
sheet dates are as follows:

As at 31 March

R=B=+—H
2010 2009
—E-EF —ETNF
HK$’000 HK$'000
FHBxT FAET
Within 1 year 1R 45,395 13,483
Between 1 to 2 years 1524 40,282 13,483
Between 2 to 5 years 2F 54 85,050 26,966
170,727 53,932

RITEE AN T EEEHE

The bank borrowings are denominated in the following

currencies:
As at 31 March
R=A=+—8H
2010 2009
—E-EF —ETNF
HK$’000 HK$'000
T T
HK$ BT 48,000 -
RMB AR 122,727 53,932
Total 45T 170,727 53,932

The bank loans are at floating rates and exposed the Group
to cash flow interest rate risk. The effective interest rates was
5.24% per annum as of 31 March 2010 (2009: 7.76% per
annum).

The borrowings of HK$122,727,000 as of 31 March 2010

were secured by land use rights and buildings of FWHZ (Note
30) (2009: HK$53,932,000).
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B M BHRRNE
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23 BORROWINGS - GROUP (Continued) 23 FE-KE (&)
All the borrowings were secured by personal guarantees FBEEFERE—RESRENEARREET
provided by a director and corporate guarantees by certain MEBAREBEE=—S—SF=-A=1+—HANnt%
subsidiaries as of 31 March 2010 (2009: same). EREEB(ZZZAF : BR) -
The fair values of the borrowings approximate their carrying HRFTBEENEEAE E/\%f”%ﬁ A #E
amounts at the balance sheet date as all the borrowings carry MNATFEEEEERERE (T NF : 1|
floating rate interests (2009: same). @) e
24 SHORT-TERM BORROWINGS - GROUP 24 BEHIEE - &F
As at 31 March
R=B=+—H
2010 2009
—ET-EF —ZETNF
HK$’000 HK$'000
FHT FET
Bank overdrafts RITEX 11,231 2,373
Short-term bank loans, secured BHEFEHRITEE 97,674 158,310
Total 4=t 108,905 160,683
The short-term bank borrowings are denominated in the RHRITEE NI TEREHE ¢
following currencies:
As at 31 March
R=A=+—H
2010 2009
—E-EF —ETNF
HK$’000 HK$'000
FET FAT
HK$ BT 85,975 147,200
RMB AREE 13,636 13,483
usDh eI 9,294 -
Total 4=t 108,905 160,683
The fair values of short-term bank borrowings approximate REEER  SHETEENA T EEEER
their carrying amounts at each balance sheet date. HEMRSE -
FENEEZRERLAE —T—TFFH @
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A ISR R MY EE

24 SHORT-TERM BORROWINGS - GROUP 24 EHEE - £8(8)

(Continued)

At 31 March 2010, short-term bank borrowings of
HK$99,611,000 (2009: HK$160,683,000) were arranged at
floating rates, thus exposed the Group to cash flow interest
rate risk. The effective interest rate as at 31 March 2010 was
7.09% per annum (2009: 4.24% per annum).

At 31 March 2009, short-term bank loans amounting to
HK$158,310,000 were secured by trade receivables of
certain subsidiaries and land use rights and buildings of
FWHZ (Note 30).

At 31 March 2010, short-term bank loans amounting to
HK$97,674,000 were secured by trade receivables and plant
and machinery of certain subsidiaries as well as land use
rights and buildings of FWHZ and restricted bank deposits
(Note 30).

25 TRADE AND OTHER PAYABLES - GROUP

25

R-ZT—TF=F=+—H 99,611,000/ 7T
FRHIRITEE (ZE T N4F ¢ 160,683,0007%5
L) OEBRTE  RASE@mHEBE SR SR
B N-—E—TE=FA=+—0 BEIXA
BFE7.09% (ZTBNGE  §F424%) °

R—_ZTEZEANF=ZA=Z+—H8' A=
158,310,000/8 e 52 BRERTT B SR A B TR &8
NEINEWE SRR - LAREMNBEME +
FARERAEF (M15E30) °

RZZ—ZF=R=+—H " /£%97,674,000
RITEMRITERAE THE QR EKE
SRR AREE R AREMBENS L
WERERET - I EXRBIBITERIEER
(B7E30) -

B4 5 5 B R LA A 8 —
%8

As at 31 March

R=A=+—H
2010 2009
—E-EF —ZETNF
HK$’000 HK$'000
FHET FHIT
Trade payables BT E SRR 82,030 45,357
Other payables: At AT FRIE
— Other PRC taxes payable — H A (S R B IR 33,809 20,499
— Accrued expenses —EETAX 83,714 19,259
— Receipts in advance —BETESLRR
from customers 1,983 3,117
— Other payables for — R TEHAM
construction in progress e FE 21,071 16,944
Others Hth 523 1,157
223,130 106,333
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rE SRR

25 TRADE AND OTHER PAYABLES - GROUP 25 ENEBZEIZHREME(hE—

(Continued) S8 (&)
The aging analysis of trade payables at the balance sheet date REEH @ ERNEZRIFERESTHOT ¢
is as follows:
As at 31 March
R=B=+—H
2010 2009
—E-EF ZEENF
HK$’000 HK$'000
FHET FHT
Current BNHA 54,144 22,132
1 - 30 days 1-30H 9,720 6,825
31 - 60 days 31-60H 1,551 5,429
61 — 90 days 61 -90H 2,990 1,215
91 - 120 days 91-120H 2,146 3,801
Over 120 days # 120 H 11,479 5,955
82,030 45,357
The carrying amounts of trade payables are denominated in I TONESHENENE S RREREE
the following currencies:
Group Company
FiN ] ¥ NG
2010 2009 2010 2009

—E-ZF C—TTNFE ZT-BF C—ETNF
HK$'000 HK$'000 HK$'000 HK$'000

TER FAT FET FAT

HK$ BIT 8,960 9,654 - -
usD e - 157 - -
RMB AR 73,070 35,646 - -
82,030 45,357 - -

As of 31 March 2010, the fair values of the trade and other RZZE—ZTF=A=+—H  ENESEREZK
payables approximate their carrying amounts (2009: same). HEaEMRENAFEEELREERS (=

ZZAF  HR) -

BHEEZRERAR —T-TFFH @
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26 SHARE CAPITAL 26 IRA
(a) Authorised share capital of the Company (a) ADFHEERA
Year ended 31 March 2010
BE—Z2—-ZF
=A=t+—RHLLEE
Number of
ordinary Ordinary
shares shares
ZERRE ZBER
HK$’000
FET
Authorised: JEERRA ¢
On 11 November 2009, R B = ZAF
date of incorporation +—A+—H 3,800,000 380
Increase in authorised ETERR A HY 1 0
share capital 4,996,200,000 499,620
At 31 March 2010 R—E—ZTF=A=+—H 5,000,000,000 500,000
As of the date of incorporation, the initial authorised Rz BH - RRBIFZHVEER
share capital of the Company was HK$380,000 divided R 7%380,000/ 7T + H AFREME0.10%8
into 3,800,000 ordinary shares of HK$0.10 each. JCAY 3,800,000 & 8% o
On 11 March 2010, the authorised share capital was RZZE—ZF=ZA+—H  BEE2IX
increased from HK$380,000 to HK$500,000,000 e AT ANH 380,000/ T nE
divided into 5,000,000,000 ordinary shares of 500,000,000/ 7T * 9 A& EEO0.107#
HK$0.10 each in preparation for the Global Offering. JCHY 5,000,000,000 A% @A °
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26 SHARE CAPITAL (Continued) 26 BRA(48)

AARNEBRITRAE

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

Year ended 31 March 2010

BE-Z-ZF
=A=+—HLLFE
Number of
ordinary Ordinary
Note shares shares
HizE ZERRE ZER
HK$
BT
Issued and fully paid: BEITRAR
On 11 November 2009, KRBT N F
date of incorporation +—A+—H 500 50
Allotment of shares pursuant RIEE AR RS
to the Reorganisation (i) 8,375 838
Allotment of shares for AEERRE ML E
settlement of shareholder’s loan A% (ii) 1,125 112
Shares issued pursuant REBEEIREENE BT
to the Global Offering f& 5 (iii) 500,000,000 50,000,000

Shares issued under
the capitalisation issue

(i)

(ii)

(iii)

e

The Company acquired the entire issued share
capital of its subsidiaries by allotting and issuing
a total of 8,375 shares of HK$0.1 each to the
Founders of the Company.

On 21 February 2010, Mr. Leung Kai Kuen, one
of the Founders, transferred a loan due to him
by Golddoor Company Limited, a subsidiary of
the Group, to the Company. On the same date,
the Company issued and alloted 1,125 ordinary
shares of the Company to Mr. Leung Kai Kuen in
settlement of the loan.

On 31 March 2010, the Company issued
500,000,000 ordinary shares of HK$0.1 each
pursuant to the Global Offering as disclosed in
Note 1.1. The excess of issue price over the par
value of the ordinary shares were credited to
share premium.

RIBENMEETHEET

(iv)

(i)

(ii)

(iii)

1,499,990,000 149,999,000

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

/NIt Bl RNV TF N 95
BITAH8 75 EREEO. AT
BBt - WIEEME A RM 2T
BITROR -

R-ZE-FTF_HA—+—H RZ
RELE(ARRRIPAZ —)RAR
AEESRZARARAERENE
K RARB - ARATEMRREL
EEITREACE L, 125Kk - BAE
EER

RZB-ZF=R=+—H &R
AR 5 2 3R 3% 5 % 17 500,000,000
R AR T (0.1 B TT A @ AR (20t
ELIFRE) - BERETESR
HEEMNERT ABRDRE

BHEEZRERAR —T-TFFH @
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26 SHARE CAPITAL (Continued)

26 KA (48)

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

(iv)

1,499,990,000 ordinary shares were issued at
par via the capitalisation issue of 1,449,990,000
shares in the Company, through the application
of HK$149,999,000 of the share premium
received upon the issuance of shares referred to
in (iii) above, to pay up the aggregate par value of
the capitalisation shares.

27 RESERVES

(b) FATNESBRITRA(E)

(iv)

27 @&

FE AT £ BT ER A m B 0 B
A A 2 4 HR149,999,00078 JT
B B 10 0 (B B B A e B 12 /9
REE BREXNEBTARA
1,449,990,000 iz Bk 17 - R EI B 3
77 1,449,990,000 AR E 38R

(@) Group

()

(ii)

Capital reserve as of 31 March 2009

The Company was incorporated on 11 November
2009 and the Reorganisation was not completed
prior to 31 March 2009. For the purpose of the
consolidated financial statements, the capital
reserve in the consolidated balance sheet as of
31 March 2009 represented the combined share
capital and share premium of the companies
now comprising the Group, net of costs incurred
for proposed issuance of new shares.

Capital reserve as of 31 March 2010

Capital reserve as of 31 March 2010 represented
the difference between (i) the aggregate of
the consideration for the acquisitions under
common control upon the Reorganisation as
detailed in Note 1.1; and (ii) the aggregate of
the share capital and share premium of the
entities transferred to the Group pursuant to the
Reorganisation.
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(ii)

it
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BEMAT R-BTAEEA
=T—HEA - EATRTR - Hh
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27 RESERVES (Continued)

SN bR e

27 f#E(E)

(@) Group (Continued)

(iii)

(iv)

Exchange reserve

The exchange reserve represents the foreign
exchange differences arising from the translation
of the financial statements of the Company and
FWHZ, a subsidiary in the PRC. The reserve is
dealt with in accordance with the accounting
policies set out in Note 2.

Statutory reserve

In accordance with the relevant regulations
and the articles of association, a subsidiary of
the Group incorporated in the PRC, FWHZ is
required to allocate at least 10% of its after-tax
profit according to PRC accounting standards
and regulations to the statutory reserve until such
reserve has reached 50% of registered capital.
Appropriations to the enterprise expansion
fund and staff welfare and bonus fund are
at the discretion of the board of directors of
FWHZ. These reserves can only be used for
specific purposes and are not distributable or
transferable in the form of loans, advances,
or cash dividends. During the year ended 31
March 2010, no appropriations were made to the
statutory reserve as such reserve has reached
50% of the registered capital of FWHZ.

(@ #F&EE(E)

(iii)

(iv)

BERE

BEEFERTEEARF R —FKH
B 8 2 BN R AN A TS SRR A
EXNZEINEREZREAK © &
fFERRMTE 2 &I ST B
I o

EERRE

RIEBRA R A ERMA) - 7
PRI AEEHBARE
M 48 F /B 3% R /R B & 5T IZ 2 [OK
B PEEELI0%HREFBEE
FEERE  EEZHBEERERE
REI50% - BMEMEFE 7] K
BEELARECEREESNE
TiRFEARNES - Gk EE
RS ERE - TEUER - 836k
WSRO IRKEE - N
T—ZEFE=A=1+—HILEFE " H
RZFEDED RN EMEMER
#950% + BRIV EEE © AR 2IATE
f& o

BHEEZRERAR —T-TFFH @
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27 RESERVES (Continued) 27 f#iE (&)
(b) Company (b) ZAAQF
Company
Share Share  Accumulated
capital premium losses Total
(ZS RDRE EYy &t
HK$'000 HK$'000 HK$'000 HK$'000
THET FEr AT TET
Balance as at 11 R-ZBBNE+-A+—H
November 2009 (MM B ) K4 E
(date of incorporation) - - - -
Loss for the year FEER - - (9,014) (9,014)
Issue of ordinary shares BEEEEMET
pursuant to the Global HL B
Offering (Note 26(iii)) (B &E 26(iii) ) 50,000 1,100,000 - 1,150,000
Allotment of shares pursuant IRIEEA MR
to the Reorganisation ffkt (FE 1.1
(Notes 1.1(g) and 26()) .26(1)) 1 967,943 = 967,944
Allotment of shares for BERBRRER MR
settlement of shareholder’s Rk (i 1.1()
loan (Notes 1.1(f) and 26(ii)) % 26(ii)) - 100,000 - 100,000
Share issuance costs 7 B TR - (94,238) - (94,238)
Shares issued under the RERBITMETMRND
capitalisation issue (FfzE 26(v))
(Note 26(iv)) 149,999 (149,999) = =
Balance as at 31 March 2010 R-B-B5=A=t-H
i0ES-S 200,000 1,923,706 (9,014) 2,114,692
The Company’s reserves available for distribution BRERSHSARATENAERTR
calculated under Companies Law of the Cayman 5 Ik 7 8 B 3E IR 1D 4 (B BR AL & 3
Islands comprise the share premium account less 1,914,692,000 # T H) REHES1E ©

accumulated losses totalling HK$1,914,692,000.
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INVESTMENTS IN SUBSIDIARIES AND

DUE FROM/(TO) SUBSIDIARIES

Notes to the Consolidated Financial Statements

SN PR e

28 RMIBATINKREREW (&

) fy B2 "FKIE

Investments at cost, unlisted shares
Due from a subsidiary

Due to subsidiaries

BRAGTERE - JE LMD

FEUPH B8 X BIRIE

FEIPT B X AR

Note: The balances with subsidiaries are unsecured, interest-free, and

repayable on demand.

The following is a list of the principal subsidiaries at 31 March

2010:

Name

#7

Directly held:
EERE

Fook Woo
International Limited

BHERARAR

Indirectly held:

R -

Fook Woo Wastepaper
(BVI) Company Limited

BHER(AARES) ARAR

Place and date
of incorporation/
establishment
Bl
Ryt HR A

The BVI/
16 March 2007
AEGARES/
—ZZ+E=A+5A

The BVI/
23 March 2009

EREAREE/
“FRNEZA-TZA

Particulars of
issued paid-in
capital
BRTHERE

Ordinary US$50,030
LB 50,030 7T

Ordinary US$1
LER1ET

As at 31 March
R=BA=+—H
2010
—E2-%F
HK$’000
FHET

2009
—ZETNF
HK$'000
FHETT

967,944 -
231,422 -

1,199,366 =

(1,823) =

et MBRRANASRASEER 28 RARERE

R-Z—BF=B=+—ANIEHBAT

TRE

Effective
interest

held

s EsER

100%
100%

100%
100%

Principal activities
and place

of operation
TEEBR
Fen

Investment holding/Hong Kong
RERR/ A

Investment holding/Hong Kong
RERR /B

BHEEZRERAR —T—TFEFH @
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28 INVESTMENTS IN SUBSIDIARIES
AND DUE FROM/(TO) SUBSIDIARIES
(Continued)

28 RMBRRIWIREREY (M
) MEBLTNRE (B)

R-E-ZFE=A=+—ANEEMNBELIRN
THRE5: (8)

The following is a list of the principal subsidiaries at 31 March
2010: (Continued)

Place and date Principal activities
of incorporation/ Particulars of Effective and place
establishment issued paid-in interest of operation
Name MR/ capital held TEEER
28 Rt % R A& BETHRRA FrisBRE: T
Fook Woo Assorted Paper The BVI/ Ordinary US$1 100% Investment holding/Hong Kong
(BVI) Company Limited 23 March 2009 LAkl En 100% Kank/ 8
BUAXtR(BRRHS)ERAR RBERRES/
ZZTNF=A=t=R
Fook Woo Environmental The BVI/ Ordinary US$1 100% Investment holding/Hong Kong
Technologies (BVI) 23 March 2009 LERIET 100% RARR /B
Company Limited KE4AREE/
BRNRER (BRRHE)BRAR —ZTNF=A-T=H
Fook Woo Paper (BVI) The BVI/ Ordinary US$1 100% Investment holding/Hong Kong
Company Limited 23 March 2009 LRR1ET 100% RERR/ES
BNES (EBREE)ERAF AEERREE/
ZETNE=R=t=A
Fook Woo CMDS (BVI) The BVI/ Ordinary US$1 100% Investment holding/Hong Kong
Company Limited 23 March 2009 LERIET 100% RERR/EE
RNERIRNRS (ERREHS) AEERREE/
BRAR “ETNE=A=1=H
Fook Woo Waste Paper Hong Kong/ HK$1,000,000 100% Sales of recovered paper/Hong Kong
Company Limited 28 September 1993 1,000,005 100% HEREE /BB
BNEAERAR BE/-NWNZEAA=T/R
Fook Woo Assorted Paper Hong Kong/ HK$1,000,000 100% Sales of tissue paper products
Company Limited 15 December 1997 1,000,000 /87 100% and recycled greyboard/Hong Kong
RHAEERERAA &/ -WNtE+ZR+EA HELERBRBEERRE /B
Confidential Materials Hong Kong/ HK$10,000 100% Provision of confidential materials
Destruction Service Limited 22 June 1979 10,0007t 100% destruction service/Hong Kong
BHRERBAERAR A/~ NENEAAZTZH REHEMHRRRSE/B%
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28

INVESTMENTS IN SUBSIDIARIES

AND DUE FROM/(TO) SUBSIDIARIES

(Continued)

=IAN
AR

= PR R MR

28 RMIBATINKREREW (&
) MBATNIRE (8)

The following is a list of the principal subsidiaries at 31 March

2010: (Continued)

Name

2R

Fook Woo Environmental
Technologies Limited

BRI AR AR

Golddoor Company Limited
EnSERAR

RERS

BINENEEBRAR"
(Huizhou Fook Woo Paper
Company Limited) (“FWHZ")

BNEREERRAR
(MR

BNENEEERAR
(Huizhou Fook Woo Paper
(HK) Company Limited)

BENENEEERAA

Place and date
of incorporation/
establishment
AL/
Rt %R A

Hong Kong/
13 December 2002
&%/-T2-F+-F+=H

Hong Kong/
29 April 1981
B4/~ NW\-FEA=T1A

PRC/
26 March 1996
BB/~ NANEZA=TE

Hong Kong/
4 December 2007
A%/ 22 +F+-ANA

# The company is a wholly foreign-owned enterprise.

Particulars of
issued paid-in
capital
BETHRRA

HK$1,000,000

1,000,000/

HK$500,000
500,000 7

HK$74,702,492
74,702,492 27T

HK$1
LA

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.

R-B-BF=A=t-ENHIEHEAAD
FRE5 : (8)

Principal activities

Effective and place
interest of operation
held TEERR
FrisBRk: Ty
100% Procurement of waste
100% paper/Hong Kong
REEG/B5
100% Investment holding/Hong Kong
100% REBR/EA
100% Manufacturing and sales of tissue
100% paper products and recycled
greyboard and sales
of recovered paper/PRC
EEEERARBERRAIAR
HEDWE,/h
100% Inactive
100% ¥eE
o ZARIRINEBERE -

HRE THEBARBENRES  WARR
N B MRRA R EIE E I H P 3B 53

BiE -

BHEEZRERAR —T—TFEFH @
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29 NOTE TO THE CONSOLIDATED CASH 29
FLOW STATEMENTS

RERERERME

BRETISHATA B S XSRS F RN

generated from operations AR

Reconciliation of profit before income tax to net cash

Year ended 31 March
BE=A=1t—-HLEFE

2010 2009
—E-EF —ZETNF
HK$’000 HK$'000
FHET FAT
Profit before income tax R B 1884 A R 337,784 200,327
Adjustments for: BMAUTIEE A :
— (Gain)/loss on disposals of —HEME  BEKEED
property, plant and equipment (Wzs), e (713) 5,459
— Amortisation of land use rights — - Hb {5 FR A 5 532 479
— Share issuance costs pursuant to — BT RIREENRGN
the Global Offering BT A 7,819 =
— Depreciation of property, —E - BEMERETE
plant and equipment 54,637 32,751
— Provision for impairment — W E ZRFORERE
of trade receivables 1,906 2,308
— Provision for impairment —REERSEe R
of deposits and prepayments TE SRR BB
to suppliers - 2,970
— Direct write off of trade receivables ~ —EEHEEWE 5 ERK - 539
— Direct write off of deposits and —EEMEREER S fRe R
prepayments to suppliers SEANECE - 3,895
— Finance costs — BB R 13,102 11,116
— Interest income —FEUA (1,147) (1,927)
Operating profit before BEELRS BRI LEFE
working capital changes 413,920 257,917
— Inventories —FE (2,494) (9,639)
— Trade and bills receivables —EWE SRR AN R (172,548) 41,058
— Prepayments, deposits —FBIE - Eek
and other receivables H A e kT8 26,438 (29,246)
— Amounts due from — FEUSRAE A RIFIA
related companies 29,167 (15,512)
— Trade and other payables —ENEZRA L EAME IR 55,011 (2,195)
— Amount due to a Director —EN—REEHIE (6,988) (6,907)
— Amounts due to related companies ~ — & B3E A RIFIA (1,542) (6,077)
Cash generated from operations REEEMSRE 340,964 229,399
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rE RS R R

30 PLEDGE OF ASSETS 30 EEEH
During the year, the Group had the following pledge of assets FN - RNEBERNTEEERERR - &
as collateral to secure the Group’s borrowings: B ASEMNEER :
As at 31 March
R=A=+-—H
2010 2009
—E-FF —ETNF
HK$’000 HK$'000
FET FHIT
At net book value: RAREFE
Land use rights (Note 17) T AR (BRE17) 40,835 20,498
Buildings in the PRC (Note 16) FEHEETF (5 16) 147,975 87,329
Plant and machinery (Note 16) 5 R ikes (Pt 16) 643,464 -
Trade receivables (Note 20) FEWE SR (FiT7E 20) 59,063 39,352
Restricted bank deposits (Note 22) SR AR TIF A (FiIaE22) 9,294 =
900,631 147,179
Borrowings totalling HK$259,108,000 (2009: RZE—TF=A=+—H B—2EFFRH
HK$212,242,000) were secured by personal guarantees BAERKE THEB R RECEERMES
provided by a Director and corporate guarantees by certain MEE A £/5259,108,000/ 7T (—ET 4 :
subsidiaries as of 31 March 2010. The personal guarantees 212,24200087T) - H—BESREHEA
provided by a Director has been subsequently released and BREREZEER - WAKRARMEERERR
replaced by corporate guarantees from the Company. o

BHEEZRERAR —T-TFFH @
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31 FINANCIAL INSTRUMENTS BY 31 ¥E£RMIA
CATEGORY
Group AEE

Loans and receivables

Bk EWRIE

As at 31 March

R=BA=+—H
2010 2009
—EB-EF —ETNF
Note HK$’000 HK$’000
Kzt FET FAT

Assets per consolidated balance sheet ZEEEEBERBINWEE

Trade and bills receivables JEWE SRR N =B 20 350,324 178,105
Other receivables H b e U 8 21 9,552 20,337
Amounts due from related companies  JEUEEE A AlFUIE 35(b) 705 29,637
Amount due from a shareholder e — 2 AR IR 14,110 -
Cash and cash equivalents ReMREEEY 22 1,079,216 52,721
Restricted bank deposits SRR HIERITIE R 22 9,294 =
Total @t 1,463,201 280,800

Other financial liabilities

Httemasd

As at 31 March

M=A=+—H
2010 2009
—E-2F —EENEF
Note HK$’000 HK$'000
KiaE FET FAT

Liabilities per consolidated FEEEAERET
balance sheet WEE

Trade and other payables JEATE SRR B AL B 5RIE 25 139,416 87,074
Short-term bank borrowings EHRTTEE 24 108,905 160,683
Long-term borrowings REEE 23 170,727 53,932
Amounts due to related companies JEfTREE N B RIA 35(b) 27 1,568
Amount due to a Director BN —RESEHIE 35(b) - 107,337
Total st 419,075 410,594
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31 FINANCIAL INSTRUMENTS BY 31 EEEWMITAE(E)
CATEGORY (Continued)
Company VNG|

Loans and receivables

B R EWRIE

As at 31 March

R=BA=+—H
2010 2009
—E-FF ZETNF
Note HK$’000 HK$'000
Kzt FER FAT

Assets per balance sheet EEEERETNEE
Amount due from a subsidiary R NG E e 28 231,422 =
Amount due from a shareholder FEU —Z AR B FX I8 14,110 =
Other receivable E b fEYGRIE 390 =
Cash and cash equivalents Re MRS EEY 22 964,585 =
Total st 1,210,507 =
Other financial liabilities

Hib e E

As at 31 March

R=BA=+—H
2010 2009
—E-EF —ETNF
Note HK$’000 HK$'000
Kzt FER FAT

Liabilities per balance sheet EERERETHERE

Amounts due to subsidiaries BB A R FRIE 28 1,823 =
Total st 1,823 =

BHEEZRERAR —T-TFFH @
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32 OPERATING LEASE COMMITMENTS 32 REHERIE
The future aggregate minimum lease payments under non- P MEFRE NI AESEHEL R
cancellable operating leases in respect of land and buildings REELHELLT -

are as follows:

As at 31 March

R=B=+-—H
2010 2009
—g-®5 —TINF
HK$’000 HK$'000
FHxT FAT
Not later than one year TZR—F 4,856 4613
Later than one year and ZR—F
not later than five years BERFA 4,763 7,662
Later than five years ZRAF 1,183 1,390
10,802 13,665
33 CAPITAL COMMITMENTS 33 BEAXREIE
As at 31 March
R=A=+—8H
2010 2009
—E-EF —ETNF
HK$’000 HK$'000
FET FAET
Contracted but not provided for: BRTABERESE
— Property, plant and equipment — W - BB K 175,467 67,960
Authorised but not contracted for ATEBRETH - -
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34 CONTINGENT LIABILITIES

e SRR M A

34 SHRAE

In April 2009, certain subsidiaries of the Group received
notices of additional assessment dated 30 March 2009 from
the Hong Kong Inland Revenue Department (“IRD”) for the
year of assessment 2002/03, demanding additional profits tax
payment in the aggregate amount of HK$3,840,000. Notices
of objection have been served and the IRD has granted
unconditional holdover orders in respect of the entire amount
of additional profits tax demanded. The Group was informed
that the additional assessments are of protective nature and
were issued to keep the 2002/03 tax year technically open in
view of the statutory time-bar. The Group was also informed
that the IRD had no specific basis in arriving at the profits
assessed under the additional assessments, and the case is
still in the information collection stage.

In March 2010, certain subsidiaries of the Group received
notices of additional assessment dated 15 March 2010 from
the IRD for the year of assessment 2003/2004, demanding
additional profits tax payment in the aggregate amount of
HK$7,700,000. Notices of objections have been served by
the Group for these notices of additional assessments. The
Group was informed that the additional assessments are
of protective nature and were issued to keep the 2003/04
tax year technically open in view of the statutory time-bar.
The Group was also informed that the IRD had no specific
basis in arriving at the profits assessed under the additional
assessments, and the case is still in the information collection
stage.

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

In April 2010, certain subsidiaries of the Group received
notices from the IRD that, in respect of the additional
assessment for the year of assessment 2003/2004,
HK$6,700,000 could be held over unconditionally and the
remaining HK$1,000,000 could be held over on the condition
that an equal amount of tax reserve certificate was purchased.
As such the Group purchased a tax reserve certificate of
HK$1,000,000 in April 2010.

The Founders 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 tax year through the
2009/2010 tax year.

RZTTNFNA - AEEETHBATRE
EABER(RERDH 22T T=F}F
MEEBRHAMA—STNF=-A=1THHE
METRBAE - ERIMNEINISHRIEREE
3,840,000/87C - AR FIEREREBME -
MRS RRRMAEHEINIET - EREE
BREEENRFZmS - NEBRFE  GREE
PR - NI B RIS - DURBREARE
—TE- /ié FRMFER/IMTRRARER)
REBIMSE - IS RBREA TR AZ A A
IR EMELE - MEFNERERKED
FEER -

RZZE-TF=F  AEEETHBARRE
BRERR_TT= /THOFRHFEHELA
Hﬂi‘%‘iﬁ TE=ZA TR BNMHEMFHRBMN
£ BERIMNBINNE B FKIAARER 7,700,000
BT - ARBE R EMMFTBNERE
HBAME  AKERE  ARNEERR -
MAHBREMS - URBEFSRB -ZZ
=/ ZEHFRBFERBINFTHAOER - REH
TS RIS BRSNS AR P A RO Rl R 3 4
RERIEZE » MERMHDER EFKRERBEE -

At - REBERRRFRB B KR EH
BERBEEEAENARS AHNEEEE
(mA) - BEAREIFEFE (WE) -

R-ZZE-ZFFHA AEEETHWER
AEENRBERR _ZTT= /ZTHFRH
FEMBHNE ATEERHEZAES
6,700,0007% 7T * M & T #1,000,0007% 7T *
AT RBARS BN RS REEHN -
Bt "&EBEER_Z—ZFHABA
1,000,000 # TR 5 ©

BIMAC EAKBERT BERZLY - BHKRER
B 2T BT =RUEENEAHB
uTrﬁEt‘]fiﬁﬁ?x F URAEBERMKERATR
“ETNCE-EERBFEN R ER
E-TR= /CZTNEHRBFE (BEEF)
EVERERINT B - KRR ER L RE

BHEEZERERAR —T—TFFR @
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35 RELATED PARTY TRANSACTIONS 35 BEREALRS
(a) The following transactions were carried out with (@) UTAFREAEHEEALTETNRS:
related parties during the year:
Year ended 31 March
BE=A=+-HLHEE
2010 2009
—E-EF —ETNF
HK$'000 HK$'000
FHET FAT
Non-continuing: [SF T
Management fee paid to Takco SHEERRAR([ZE])
Limited (“Takco”) (Note (i) below) — EIERE (F3CHIFE () 703 1,929
Sales of goods to Quanta ¥f Quanta Paper Corporation
Paper Corporation (lQuantal) SHEEme T
(“Quanta”) (Note (ii) below) (Rt 3% (i) 2,979 16,116
Purchases of goods from A Quanta BE Ema
Quanta (Note (i) below) (T SCBff&E (i) 35 2497
Sales of motor vehicle to Junway HESETERIRE
Investment Limited (“Junway”) BRAR(ER])
(Note (vi) below) (RS2 BI&E (vi)) 500 -
4,217 20,542
Continuing: g
Rental expenses in respect of FLMREFEINREER
land and buildings paid to BRAR([=E])mAS
F&I Development Limited RS (T SCHTRE (i)
(“E&I") (Note (iii) below) 3,000 2,394
Rental expenses in respect of R REFEAheEE
land and buildings paid to BRAR (T2 )
China Gold Industries Ltd & F S (T3P FE (iii))
(“China Gold") (Note (iii) below) 984 984
Management fee paid and payable ~ BLEVEE&S A ([EEE])
to Lai Wah Shipping Company TR RENNERE
(“Lai Wah) (Note (iv) below) (R Bff3E (iv) 56 =
Management fee paid and HEMAEERA BT
payable to Fook Woo Paper REMMERE
Company Limited (Note (v) below) — (F3CHEE(v)) 54 -
4,094 3,378
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BB RRMIE

35 RELATED PARTY TRANSACTIONS
(Continued)

NT

35 EREALRS (&)

(@) The following transactions were carried out with
related parties during the year: (Continued)

Note:

(0

(ii)

(iii)

(iv)

The amounts represented management fee paid and
payable to Takco, an associate of the Group up to 5 August
2009, for provision of management services for packing
stations for the years ended 31 March 2010. Takco Limited
was a party to the two tenancy agreements entered into
between the Hong Kong Government and Takco Limited in
relation to the packing stations located in Hong Kong. The
management fee was charged on a reimbursement basis.
As one of the tenancy agreements relating to the above two
packing stations expired on 9 July 2009 and the other one
expired on 2 July 2010, the transactions with Takco have
discontinued upon the expiry of the tenancy agreement
which expired on 2 July 2010. Takco was disposed to an
independent third party on 5 August 2009 as part of the
Reorganisation as discussed in note 1.1(d), hence it was
not considered as a related party since 5 August 2009.

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

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

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

(a)

HTARFENBEEREALETH

x5

(ii)

(iii)

(iv)

(%)

BRGHEED N REINAEE =
EAHﬁEW%%A%EW BE  HA
REZE-T—ZF=A=+—BLEFE "

LEﬁ—mﬂﬁmkﬁE@mﬁoéﬁﬁ
RR R ASBBETIEE AR D RRLR
K BRI RO HEE BT
HF o EEBEREMELEMR - AR E
AN ER —HAERER =T
ZAFLANBER  Z—HHBER=Z
—ZFE+A-AER ' BEENRHRME
ERFEE_T—TFLA_BEMEER
1E o 2B 1.1(d) it - fEAEHEM —IB

S EZEERZZETNFENRRBEET—
BUE=F ARE=ZETAFNARR
LA THERABMEEAL -

TTN

5 BA& #¥E M Quanta EE@H&Z%&E%%
HHEEELEER * Quanta AR
E—EHAREFRIMERLE - ﬁﬁﬁx%i’ﬁ
%ﬁﬁ?ziﬁ’\ﬂ“%?&ﬁ C MRZRTRE B AR
IF - BREFER_TTNFNA=1H
BVHBHE Quanta £ ©

FRSHEERRAERERERHESM
DHRBEERFEXNZEAERAX - &
EREBRBR A RIELREN —F— &
o & ROREAR R A A R B — Al
WA - HERXRETEEHENERK
B e

BRSBERERANEEENIRY - B
ENM—RBEARTARESRIESL
£ RERZHRETERMENLEEE

BHEEZRERAR —T—TFEFH @



Notes to the Consolidated Financial Statements
A SRR MY EE

35 RELATED PARTY TRANSACTIONS
(Continued)

35 EREALRE (E)

(@) The following transactions were carried out with
related parties during the year: (Continued)

Note: (Continued)

(v) The amount represented waste paper management
services provided by Fook Woo Paper Company Limited,
a company with a common director of the Company, Mr.
Leung Kai Kuen, at the Tai Po packing station. These
transactions were entered into in the normal course of
business based on terms mutually agreed by both parties.

(vi) The amount represented sales of a motor vehicle to Junway
Investment Limited, a company owned by one of the
Founders of the Group. The transaction was entered into
in the normal course of business based on terms mutually
agreed by both parties.

(vii)  During the year, certain of the Group’s banking facilities
were secured by personal guarantees given by a Director
and corporate guarantees by certain subsidiaries. Details
are set out in Note 30. As at the date of this report, the
personal guarantees provided by a Director has been

replaced by corporate guarantees from the Company.

(viii)  During the year, the Group and the Company paid certain
professional fees incurred pursuant to the Global Offering
on behalf of Trump Max International Investment Limited
(“Trump Max”), a company which is controlled by one
of the Founders. These have been recorded as amount
due from a shareholder in the Company and consolidated
balance sheet.

(ix) The Founders 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 tax year through the 2009/2010 tax year.
Details are set out in Note 34.

@ Fook Woo Group Holdings Limited Annual Report 2010

(@)

UTARFENBEEREALTETH
x5 (&)

FeE - ()

(v)

(vi)

(vii)

(vii)

(ix)

LS REERMAEAR R AIRENER
EWRY - ZRA RN KB B EL (Tai Po
packing station) BN ARIE —ZEXRESE
RIS E - ZERFREFBLBEN
IERTEEIRTEST -

..P %
-
N K

BHETETERKRERRA
BARAKEE D —Z AN AR
SIRET FEBENIEBHERK

w af o af
o
S o

a X

o

FA - AEEETRITHRER —REFRE
HEABRARE THBRRRMEDEE
RMERTT ° FIEHNHITES0 - RAREZ
R f—REFRHZEARREER
RRBREERRKE

FR - AEBRARABENRTrump Max
International Investment Limited ([ Trump
Max ) (FZ R B HEZERIRER R E R — 2
WA ZNBBERREEMEENETE
XBM - ZE5eHEAARBARA—F
BERKBRGEEEABR °

Bl AE EAK BT RME L - BRI R
EREHR=-TT= —TT=FHEEN
B BTHENR SR - ARAEEE
AR ERARIN=-SFN T —SFEHBK
FENAEEEEE_22= “Z2TN
FRISEE (BHEEF) WEMEINTGE
a0 HEREBIELEE o B
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35 RELATED PARTY TRANSACTIONS

(Continued)

SN bR e

35 BEREALRZ (&)

(b)

Year-end balances with related parties

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

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

Name

=L

Related companies:

BEAR

China Gold
ik

E&I

i

Lai Wah
B

Quanta
Quanta

Trump Max
(Note 35 (a)(viii))
Trump Max (Pt 35(a)(viii))

Relationship
B&

Controlling shareholder is one
of the Founders of the Group

ERBRRBASERIMALZ—

Controlling shareholders are the

son and daughter of Mr. Leung

Kai Kuen, a Director of the Company
BRBCR AR EZ —F— K
Sole proprietor is Mr. Leung Kai Kuen,

a Director of the Company

WA ANRRESERADRIES

Common director, Mr. Leung Kai Kuen
RIS EREIMKARES

A shareholder

—HBRR

(b)

BEEBEATHERES

FEU () BB R R)  —RBRR R —
ZEENFRNETLE - BRGHRE
EEA  RENEEREER - FRGEHK
MREEEL N HEERRE °

FEW BB N B R — B IRER MR IB B B 10
T :

As at 31 March

R=BA=+-—H
2010 2009
—E-2F ZETNF
HK$'000 HK$'000
TBT FHT
73 64
512 480
120 119
- 28,974
14,110 -
14,815 29,637

BHEEZRERAR —T-TFFH @
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35 RELATED PARTY TRANSACTIONS

V5 R B R

(Continued)

35 EREALRE (E)

(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

=L

China Gold

E&I

Fook Woo Paper
Company Limited

Lai Wah

Quanta

Trump Max

ik
mIE

BAERBRATA]

EhE
Quanta
Trump Max

Amounts due to related companies and a Director are

disclosed as follows:

Name

=

Related companies:

Takco (Note 35(a)(i))

Fook Woo Waste Paper
Company (Note i)

A Director:
Mr. Leung Kai Kuen (Note ii)

Total

BERF :
ZE (st 35(a)()
BMEEARAT (M)

B=s:
RERESAE (KTl

#Et

@ Fook Woo Group Holdings Limited Annual Report 2010

(b) BREBEATMFRLHE)

BREKEERARFENER  RIES
BRANEGIE 161B IR T

Maximum amount
outstanding during
Year ended 31 March
BE=A=1t—HLEE

REBNBREER
2010 2009
—E-EF —ERNF
HK$'000 HK$'000
FET TR
76 304
512 1,058
- 7,610
184 205
- 28,974
14,110 -

ENBERR R —RERNFIRREENT

As at 31 March

R=A=+-H
2010 2009
—g-8F —TINE
HK$’000 HK$'000
T T
- 1,568
27 =
27 1,568
- 107,337
27 108,905
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35 RELATED PARTY TRANSACTIONS 35 BEREALRS (B)
(Continued)
(b)  Year-end balances with related parties (Continued) (b)) HEHEBEAIHNEREHR(E)

Note i: Amount represents payable to Fook Woo Waste Paper MizEi: BRASIEEEMBNEABRARNE
Company, a company owned by a Director of the Company BT ZARARNARN—BRESE
for expenses paid on its behalf. Ao

Note ii: The amount due to a Director as at 31 March 2009 to the Wi R-TTAF=A=1+—HAEN—ZE
extent of HK$100,000,000 had been settled by issuance of = #9100,000,0008 T E B BETAR
new shares of the Company as part of the Reorganisation AFR(EAEEN—FD) EE M
(Note 1.1(f). 1.1(M) °

36 SHARE OPTION SCHEME 36 iBARRESTEl

Pursuant to the resolutions in writing passed by all RIBEARRFTERER = TFE=A+—H
shareholders of the Company on 11 March 2010, the BRNEEMRRER AR —T-TF=R
Company adopted a share option scheme on 11 March Jr*Eﬁé%ﬂ*lﬁﬁﬁﬂﬁ%a‘l‘%ﬂ(fﬁ%ﬁﬁ%a‘f%ﬂﬁ °
2010 (the “Share Option Scheme”). The purpose of the BB S E E B ALEES - BIERITE
share option scheme is to provide incentives to the Group’s ENERITES  AREMER -« FHHER -

employees including the executive directors and non- Lﬂiﬂ’éﬁ BEERREE([GERREE]) - K
executive directors and any advisers, consultants, suppliers, NRIESZE A REEABARERT S8 10 F A ER
customers and agents (each “eligible participant”). The IR T REEEHEL - BIEERETS
Board of Directors of the Company may, at any time within 10 BREMBROHREERARFTEZTS MG
years after the date of adoption of the Share Option Scheme, EBE - A NBER TNIKFE(UEEEEE)

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 - RAZ2EEELELONEER  AAF]
in the Stock Exchange’s daily quotations sheet on the & R R P B SR E R _ERURT(E

business day on which an offer is made to a participant;

—  the average of the closing prices of the shares stated — EZBRELZHNBEARESEAROD
in the Stock Exchange’s daily quotations sheets for the R ARER LAFHRME &
five business days immediately preceding the date on

which such offer is made; and

= the nominal value of a share of the Company. — ARERMHAEE -

BHEEZRERAR —T-TFFH @
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36 SHARE OPTION SCHEME (Continued) 36 BRRAERTEI(E)

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.

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

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

@ Fook Woo Group Holdings Limited Annual Report 2010
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PRt 8 AR BRI B L R B
TTRERFTA MR TE BRI TR A T %17
R AE - TRBBARBTEEHITRA
#)30% °

EEA+—EARME - REBREFERSE
BERSEERINMEBRE(BECITE -
B R ARTTE MR EITER - 2%
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TR B 1% o # —F R A B S #
BULRBEARRRA S EES IR AT

o

i}

\r

BRYARAES  TRTBRABREERRNK
HEMBRALHBERESATEREARA
B IFITERHHLE o 1SN - WEER+Z
BEASE  REEREASNS RARBTLE
IRRFBILIEATERLEEMBEA LN
HEFRHOAEBERE(ERETE Dl
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36

SHARE OPTION SCHEME (Continued)

SN bR e

36 BRESE(E)

37

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 2010, no share option had been granted
under the Share Option Scheme.

SUBSEQUENT EVENTS

37

BB L ARE L AR 30 B Ak
o MAEK AR LBTHORE - BRIEBR
Rt BIIR M E BB R TR T B
BB E B A 105 - BRIFARRES
ERAME - BRRBBRESEARA &R
JTRIATIEEARE

n=

E-ZEE-A=1+—H  LEREBERE

FHEIR LR AE -

HERRER

The following events took place subsequent to 31 March
2010:

(i) On 1 April 2010, the over-allotment option as detailed
in the Prospectus was fully exercised and the Company
issued an aggregate of 93,000,000 additional
shares at the Offer Price of HK$2.3 per share. Gross
proceeds in relation to the over-allotment amounted to
HK$213,900,000 and was received by the Company on
9 April 2010.

(i) On 20 July 2010, all personal guarantees provided by
a Director of the Company in respect of the Group’s
borrowings have been released and replaced by
corporate guarantees from the Company.

ATEHR-_E—FF=A=1+—HE@BE:

(0

(ii)

R-ZE-ZFNA—B BREEAF
BRI O B EITR - ARA
RERBKRH2IBTHEEERTEH
93,000,000 B &SN 17 » B RARERR AL &
B PSRRI #2585 213,900,000%8 7T + &
EBRARAR-Z—ZFIHANBUER

RZZ—ZF+A=+H BAQA—
RESRAKEERAEROMBEA
BREGE MG - WARR RN REER
RE -

BHEEZRERAR —T-TFFH @



Four Year Financial Summary
FHMBERE

RESULTS ¥E

Year ended 31 March
BE=A=1t—HLEE
2007 2008 2009 2010
—ET+F ZZETN\F ZTThEFE —E-ZF
HK$'000 HK$'000 HK$'000 HK$’000

FiBT FET FET Fax
Turnover 2] 957,557 1,178,945 1,098,549 1,422,556
Gross Profit el 330,592 393,917 383,087 513,007
Profit before income tax R A% A 2 F 216,686 250,717 200,327 337,784
Income tax expenses ] 1,745 9,873 27,737 46,445
Profit for the year NS RF 214,941 240,844 172,590 291,339
ASSETS AND LIABILITIES BEREE
As at 31 March
R=BA=+—H
2007 2008 2009 2010

—FR+FE _BR/N\F —TThF "—B-TF
HK$'000 HK$'000 HK$'000 HK$’000

FHBT FHBT FH7T FExT
Total assets BEE 561,006 947,656 1,171,629 2,717,094
Total liabilities BLEE 286,869 386,796 437,985 521,282
Total equity R 274,137 560,860 733,644 2,195,812
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