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Factory Buildings in Heyuan Daiwa Industrial Complex

Daiwa Associate Holdings Limited

On behalf of the Board of Directors, | would like to present to shareholders the
annual results of Daiwa Associate Holdings Limited (the “Company”) and its
subsidiaries (collectively the “Group”) for the year ended 31 March 2010.

| am taking this opportunity to express our gratitude to the Group's staff for
their contributions enabling the Group to work through a difficult year.

RESULTS AND DIVIDEND

Turnover was reported as HK$1,628 million
(2009: HK$1,542 million) for the year
ended 31 March 2010, which indicates an
increase of 6% from last financial year.
Due to special provision for inventories
included in cost of sales in the reported
year, gross profit was lower than its normal
level. Gross profit in the reported year was
HK$116 million (2009: HK$143.5 million)
representing a drop by 19%. However, if
excluding such special stock provision,
gross profit dropped by 3% to HK$139.6
million. The decline in gross profit before
special stock provision was primarily
caused by the decreased turnover and
drop in profit margin in our manufacturing segment. Due to the prolonged
contraction of the ‘American and European markets with the keen competition
from small local Chinese manufacturers, the Group will discontinue certain low-
margin product lines in the manufacturing business segment. Provisions for
inventories and other relevant production assets, mainly tooling & machineries,
in respect of the discontinued product lines and goods return, aggregated to
HK$37.8 million. This sum of provisions in the year under review turned the
initial profitable into a loss result attributable to equity holders of the Company
for HK$31.6 million (2009: HK$7.1 million profit). Before making such special
provisions, the operating profit for the year ended 31 March 2010 was HK$15.5
million (2009: HK$17.3 million). Moreover, in the comparative year ended 31
March 2009, there was a sum of HK$18.2 million gains on disposal of property
and on financial instruments, which did not repeat in the year ended 31 March
2010. By also taking this factor into account, the Group’s operating profitability
can be seen as an increase by HK$16.4 million year-on-year.
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For the year ended 31 March 2010:

— The earnings before interest, tax, depreciation and amortization
(EBITDA) and before special provisions are HK$32.3 million (2009:
HK$35.2 million).

— The operating profit (EBIT) before special provisions is HK$15.5 million
(2009: HK$17.3 million).

- The operating loss after special provisions is HK$22.3 million (2009:
HK$17.3 million operating profit without similar provisions).

In view of the need of the Group’s future development, the Board of Directors
has resolved not to recommend payment of final dividend to shareholders.
During the year, the Group declared and paid an interim dividend of HKO.3 cent

per ordinary share.

LIQUIDITY AND FINANCIAL RESOURCES

At 31 March 2010, the Group's net current assets amounted to HK$162.3
million (2009: HK$178.1 million) and the shareholders’ funds were HK$360.6
million (2009: HK$384.1 million). The total bank loan was HK$231 million and
the net gearing ratio which is defined as total borrowings after netting off cash
and cash equivalents, to shareholders’ funds, excluding minority interests,
is 0.18 (2009: 0.19). The year-end cash and bank balances increased to
HK$166.6 million (2009: HK$124.6 million).

At 31 March 2010, total available banking facilities of the Group were
approximately HK$349 million, of which HK$58 million was unutilized. Finance
lease obligations were fully repaid during the year (2009: HK$1.1 million).
The Company issued corporate guarantees to banks for granting of banking
facilities to subsidiaries. At 31 March 2010, total amount of corporate guarantee

committed was HK$448 million.
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The Group’s assets are mostly financed by shareholders’ funds, trade payables
and bank borrowings. Trade payables are repayable within one year. Bank
borrowings composed of trade financing repayable within one year and term
loans repayable in installments for more than one year. Total bank borrowings
as at year end date increased by 18% when compared with last reported year.

The borrowings are mostly denominated in Hong Kong dollars to prevent
currency risk. The Group’s cash and cash equivalents are mainly denominated
in Hong Kong dollars, US dollars, Canadian dollars and Renminbi. The Group
continuously matches the payments and receipts of foreign currency arising
from routine purchases and sales. Combining these methods, the Group is
able to control and minimize the financial cost and exchange risk. Most of the
Group's borrowings are interest bearing at floating rates which are in reference
to the Hong Kong HIBOR rate. The Group has not engaged in any speculative

derivatives or structured product transactions.

Inventory level increased to HK$236 million from HK$205.3 million of last
financial year to cater for more than 30% increase in sales in the distribution
business segment. Average stock turnover is controlled to less than 60 stock
turnover days. The trade receivables and payables increased in line with the

growth in turnover in our core business of electronic components distribution.

Thanks to the continuous support of our bankers, the Group’s liquidity is
believed not to be affected by the provisions for inventory and tooling &

machineries mentioned above.

In the reported year, the Group repurchased 26,000 ordinary shares in the
open market. The purchase prices ranged from HK$0.28 to HK$0.30 per
share.
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BUSINESS REVIEW AND PROSPECT

In this reported year, the labour cost of manufacturing kept increasing due
to the increase of minimum wages, labour shortage and the appreciation
of Renminbi (“Rmb”). In the manufacturing segment, the Group operated in
accordance with its normal production procedures and stocking plans for raw
materials. Due to the prolonged contraction of the American and European
markets with the keen competition from small local Chinese manufacturers,
the Group will discontinue certain low-margin and low business entry barrier
product lines in the manufacturing segment. Consequently, the Group decided
to make provisions for inventories, tooling & machineries in the sum of HK$37.8
million in respect of the discontinued products and goods return from an
associated company in the reported year. The bottom line of the Group in
the reported year therefore was dragged down from profitable to loss result.
Excluding these provisions and a sum of HK$18.2 million gains on disposal
of property and on financial instruments in the previous comparative year, the
Group’s operating profitability can be seen as an increase by HK$16.4 million
year-on-year. This was achieved by way of strict discipline in cost management
such that the Group shaved off selling and administrative expenses (excluding
the HK$14.2 million provisions) by HK$18.1 million or 12% in the reported year.

Notwithstanding consolidation in the manufacturing business segment, it was
encouraging to see that business in the electronic components distribution
segment recorded a robust growth.

The Group is engaged in the following major businesses, namely:

- Electronic Components Distribution;

— EMS (Contract Electronic Manufacturing Services);

- Consumer Electronics and Electronic Components Manufacturing; and

- Personal Computer Distribution.
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Electronic Components Distribution

Electronic components distribution constitutes the core business of the Group
accounting for 67% of the Group’s turnover in the reported year. This core
business has continued its growth momentum. Turnover of this segment in the
reported vear reached a record high to HK$1,083.2 million (2009: HK$795.1
million) representing a growth of 36% when compared with last financial year.
Gross profit was HK$90 million representing a growth of 28% when compared
with last year (2009: HK$70.2 million).

Business in this segment is mainly to act as authorized distributor of various
renowned brand names including the Group’s own manufactured electronic
components. Major customers are manufacturers in Hong Kong and PRC.
Products of this segment includes diodes, transistors, integrated circuits
(IC), power modules, MCU, MCP, CPU, memory chips and display modules
etc. Applications of these components are mobile phones, electronic toys,
radio, CD players, DVD players, TV, MP3/MP4 players,

LED lamps, handheld electronic devices and amplifiers. This segment also

power supplies,

provides professional design service for MCUs for solutions of air-conditioner,
MP4 players, electrical bicycles, iPod & iPhone dockings as well as power
management modules. There is strong growth in this segment because of the
development in power supply solutions and focusing on customers of mobile

phones manufacturer in East Asia and the domestic market of China.

The Group has about 30 years of experience in this segment. Other than the
solid base in Hong Kong, the Group is one of the biggest distributors pioneer
to penetrate in the PRC market for more than 20 years. The Group has built
up strong sales network and good logistic foundation in major PRC cities
by the joint management between Hong Kong and local Chinese elites. The
performance of Shenzhen, Shanghai and Beijing sales offices were outstanding
among competitors. In order to explore further business opportunities, the
Group had further strengthened the engineering capability in providing total

solutions to customers and will keep continue bring in new principal suppliers.

The Group has maintained an array of authorized distributorships with
renowned suppliers such as Toshiba, Panasonic, On Semiconductor, On
Bright, Isocom, Johanson, Magnetic, COS, Chino-Excel Technology Corp
(CET), Diodes, Rohm, Arnold Magnetics, LiteOn, CET, Everlight, AEM and Abilis
Systems.
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Beijing, Shanghai and Shenzhen sales divisions kept playing an important role.
The Group has also established sales office in Zhaoging, Chengdu and Xiamen.

EMS (Contract Electronic Manufacturing Service)

The Group engaged in the production of telecommunication modules in
mobile phone base stations, active antennas, radar parts, electronic modules
in automobiles as well as PCB assembly for industrial purpose products. The
facility was equipped with high speed SMT production lines with nitrogen filled
reflow furnaces, precise solder paste screen printer, etc. Process reliability
could be ensured by the in-house RoHS Scanning Systems and X-Ray
Inspection Machine.

The reported year show a rapid deterioration in business climate in North
America and Western Europe. Sales orders from these major markets of
our EMS business were diminished. Our EMS business was contracted to a
turnover of HK$150.4 million (2009: HK$223.5 million), representing a decrease
of 33%. The gross profit before special stock provision decreased by 18% to
HK$18.9 million (2009: HK$23 million) when compared with last year.

With effective and continuous investments in engineering of developments,
manufacturing process and quality assurance, the Group has earned
recognition from core customers not only by continue support of purchase
orders, but also by gaining transfer of business orders from competitors.

The Group also started to explore the possibility of co-development of new
products with customers. The Group believed that this direction of EMS

production will distinguish the Group from its competitors.
Consumer Electronics and Electronic Components Manufacturing
The Group was cautious on the continuous escalating raw material cost and

labour cost; eliminating low profit margin products and keeping the Group from

the risk of losses.

Yabwin AssecaTe Hol



s
d
D

President’s Statement

REAFEE BEFHBEERMREFIRHRHEELZ
ERER—B=T-_ABN+EBER(ZZZTAF:

TR-THAZ+ERERT) REFRHATERESZ
=N EERERIEFREN S EMNTELTE
BIL(ZEEANE : ZFE8EL)  REFRBTHEAS
2tttz

BNEERERFORTN  KSECHREBIREES
ENESR  PIMEBMBKER  iPodRiPhone 2K
B MZERNEZIEEN TR RN R sER R
BRER HEERCDRSITFER - FTRRENED
BHERHERNEERTARESIEHN —KRER - XM
BEADHREEERENAG -

KBS EEN T BB EE  ARES ITRA LA
REMBTIHENEBEXE -

BABKERSHREK

BEBAEMERXBEERE_BAT_88EL(Z
ZRNF ZEENB=ZTEET) BEFRHAL
BRLBEDZTH MEMTRLIE "2-1—7‘?' ES
ZTHERTEAEL(ZERAF : ZTE=+8%

7T) ° i ’“’B’“’%gﬁ—l—uﬂigﬁﬁ’\itiiﬁﬁﬁ RIRIR
MBEAAEKERES -

U BERTEBARERETIEMNZBEABMEHE
%o ERBEIRER BRK BA - KBHERE.
TR - HER B RIER SERFREK -
WRUBLATMREMENS -

BTREABSKAFRNES EBEREMES  ENg
ROMBLARERXEEMAHESZLAEN 76
RE BRBERHER RANTEFHHEELIED
EEMPhone AiBER WEBERBS AR EHTER
Canadian Tire ®JF] & ©

imited

Datwe Associate Hold

In the reported year, turnover of consumer electronics and electronic
components manufacturing in the reporting year was HK$132.8 million (2009:
HK$215.2 million} representing a drop by 38%. Gross profit before special
stock provision dropped by 72% to HK$5.7 million (2009: HK$20 million).

To equip the Group in the coming years, new models which were developed
with niche solutions and professional product identities such as sound bars,
iPod & iPhone dockings, multi-interface mini-compo hi-fi as well as special
feature radios directed and maintained attention from direct customers. The
development of new product lines in telecommunications such as cordless
DECT phones and two way radios led the Group into a new era of products.
The Group is starting to play a significant role in this segment.

The replacement of labour force by automatic machines also allowed this

segment be less dependent on the negative effects from labour cost and

supply.

Personal Computer Distribution

Turnover of this segment was HK$262 million (2009: HK$308.3 million) which
represented a decrease of 15% in the reported year. Gross profit decreased by
16% to HK$25.4 million (2009: HK$30.3 million). The decrease in turnover in
this segment was mainly a result of the economic decline in North America and

the global price reduction of personal computer products.

Business in this segment mainly comes from distribution of personal computer
products in North America. Products in this segment include motherboards,
display cards, hard disk drives, optical storage device, computer cases, power
supply, software, memory, desk-top computer, notebook, netbook computers
and computer accessories.

In order to shift part of the concentration in personal computer systems, the
Canada subsidiary has already established a dedicated marketing team in
promoting the notebook computers, memory devices, computer cases and
power supplies. The subsidiary also started to market iPhone accessories
which are produced outside the Group and has already received concrete

orders from mass merchants such as Canadian Tire.
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FUTURE PROSPECT

While there is recent financial crisis in Greece and certain European countries,
the US economy is recovering from the trough of its financial tsunami. The
crisis has caused folding of many businesses in the manufacturing industry
which caused demand to be inadequately met. This shows that the future is full

of opportunities and challenges.

The business outlook of the Group’s core business in distribution of electronic
components is positive. After the efforts in developing the solution of mobile
phone and audio-visual applications in previous years, the Group has gained
fruitful returns from new customers. As the rising living standard in China is
creating a strong demand for electronic products in farm villages including
mobile phones, handheld electronic devices and automobiles, the Group
is keeping its strong penetration in manufactures of these sectors. In the
first quarter after the reported year end, the Distribution Sector continued
to maintain its good performance. At the same time, the Sector is going to
eliminate a non-contributive distribution line and will be replaced by the new
principal supplier — Abilis Systems. The Group has already started to launch
the applications to the rising demand of green illuminations in LED lamps.

In the past years, the Group has successfully integrated 5 production sites into
the two sites in Dongguan and Heyuan. To further concentrate management
efforts and overheads, the Group has started to move its Dongguan operations
to Heyuan production site and is expecting to have a sizable saving of
overheads. At the same time, since the number of manufacturers in the industry
was substantially reduced in the financial crisis, the Group can successfully
gain better pricing both in EMS and consumer electronics products which can
cover the rise of overhead with excess margins.

In the telecommunication sector, the Group has already invested in the R&D
of DECT phones and two-way radios for three years and has started gaining
recognition from customers. The Group has also passed factory audits of new
customers of renowned international brand names in cordless DECT phone
and two way radios. New orders in this sector will most probably replace the
eliminated consumer electronics with satisfactory profit margins in the coming

fiscal year.
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The advent of Windows 7 and iPad has excited users to bring in new demand in
personal computers. The subsidiary in Canada has developed new product line
of computer and iPhone accessories selling to mass merchants with hundreds
of retail stores in North America. Customers provided positive feedback and
the Group expects to have further exposures and contributions adding on top
of the personal computer business.

The big provision in the reported year is more or less a one-off provision
and is not expected to be recurring. With growth in electronic component
distribution of new business in telecommunications as well as the effect of cost
consolidation from the production site in Heyuan, the coming financial year will

be a year of turnaround in the overall profitability.

Employees

At 31 March 2010, the Group employed a total of approximately 3,800
employees (31 March 2009: 3,500 employees; 30 September 2009: 3,300
employees) located in Hong Kong, Canada and PRC.

The Group’s remuneration policy is in line with the prevailing market practices
and is determined on the basis of performance and experience of the individual.
Sales personnel are remunerated by salaries and incentives in accordance
with the achievement of their sales target. General staff are offered year-end
discretionary bonuses, which are based on the divisional performance and
individual appraisals. The Group also provides a Mandatory Provident Fund or
ORSO scheme, and medical benefits to all Hong Kong employees. Pursuant to
the terms and conditions of the share option scheme adopted by the Company
on 18 August 2005, the Group may grant share options to directors and eligible
employees. Up to 31 March 2010, no share options had been granted.

The Group is committed to devoting more resources in providing internal and
external training to the employees. In addition to sending staff to participate in
seminars and lectures, the Group continues recommending that qualified staff
take part in professional courses such as the ISO9000, TS16949 and Six-Sigma
Quality Systems. The training programs not only enhance employees’ career
development and professional knowledge, but also contribute to upgrading the
management system of the Group.
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to shareholders
Total assets
Total liabilities
Net asséts
Share capital
Reserves
Shareholders equity
Minority interests

Total equity.

FIVE YEARS FINANCIAL SUMMARY

The following is a summary of the consolidated results, assets and liabilities of

the Group for the last five years.

—2-%
2010
FHT

HK$’000

1,628,377

881,902

520,902

361,000

30,394

330,252

360,646

354

361,000

—TEN
2009
FHET
HK$°000

1,542,134

745,318

360,747

384,571

30,364

353,732

384,096

475

384571

—ZEEN
2008
FET
HK$’000

1,911,025

810,902

422,258

30,423

357,340

387,763

881

 seBpus

6891

88644

==t TR
2007 2006
FHET AT
HK$’000 HK$'000
t73i449 1,540,139
10,994 / j2@43:
773,513 685,250
402,077 325,833
850,417

27,814 27,218
342,435 330,953
370,249 358,171
1,187 1,246

371436

369,417




an
=0
S
o
pas
Pt

Financial Summary

TEMBEHE

BEERE
Net Assets
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&
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1,400

1,200
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FIVE YEAR FINANCIAL SUMMARY (continued)
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—E-BEERTEXBEL 2 EES
TURNOVER BY PRINCIPAL BUSINESS SEGMENT FOR 2010
BASKERLH

Personal computer
distribution (16%)

B Lus
Electronic components
distribution (67%)

BEFERANEERD
Contract electronic
manufacturing services (9%)

EFHEEMR
EFLBEEE
Consumer electronics and
electronic componerts
manufacturing (8%)

TE-EEERMWBRD 2E XN
TURNOVER BY GEOGRAPHICAL SEGMENT FOR 2010

EmTEMEK
Other Asian countries

(1%)
B
e Europe (10%)
Hong Kong (59%}
b =M
North America
(17%)
R B A BE
Mainland China (13%) g
Turnover
—2-2 ZEEN
2010 2009
FET FET
HK$’000 HK$’000
ST TR R Electronic components distribution 1,083,193 795,008
BETHEFANEERE Contract electronic manufacturing services 150,352 223,490
BHHEEMR Consumer electronics and
EBFAtEE electronic components manufacturing 132,812 215,197
BN IS A8 Personal computer distribution 262,020 308,349

1,628,377 1,642,134
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The board of directors of the Company (the “Board”) is committed to maintain
good corporate governance standard and procedures to ensure the integrity,
transparency and quality of disclosure in order to enhance the shareholders’

value.

The Company has adopted the principles and complied with all the applicable
code provisions of the Code on Corporate Governance Practices (the “Code”)
as set out in Appendix 14 of the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited (the “Listing Rules”) for the year
ended 31 March 2010, save for the deviations discussed below. The Board
will continuously review and improve the corporate governance practices and
standards of the Company to ensure that business activities and decision

making processes are regulated in a proper and prudent manner.
DIRECTORS’ SECURITIES TRANSACTION

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules as its
own code of conduct regarding directors’ securities transactions (the “Model
Code”).
directors of the Company have confirmed that they have fully complied with the

Having made specific enquiry of all directors of the Company, the

required standard as set out in the Model Code throughout the year ended 31
March 2010.

BOARD OF DIRECTORS

The Board focuses on overall strategies and policies with particular attention
paid to the growth and financial performance of the Group. The principal
functions of the Board are to:

(M establish the strategic direction and development of the Group;

2) determine the broad policies, strategic plans and performance

objectives of the Group;
(3) monitor management performance;

(4) approve financial plans and annual budgets, major funding proposals,

key funding and investment proposals;
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BOARD OF DIRECTORS (continueq)

(5) oversee the processes for evaluating the adequacy of internal controls,

risk management, financial reporting and compliance;
(6) assume responsibility for corporate governance.

The Board comprises four executive directors and three independent non-

executive directors.

Regular Board meetings are held at least four times a year to approve annual
and interim results, and to review the business operation and the internal
control system of the Group. Apart from these regular meetings, Board

meetings are also held to approve major or special issues.
Four Board meetings were held during the year ended 31 March 2010.

Members of the Board, number of Board meetings held and the attendance of

each member during the year are set out as follows:

HERMANY EEREEIN
Number of meetings attended/

Members of the Board Number of Board meetings held

Executive directors

Mr. LAU Tak Wan (President) 4/4
Ms. CHAN Yuen Mei, Pinky (Vice-president) 4/4
Mr. WAN Chor Fai 4/4
Mr. MAK Hon Kai, Stanly 4/4

Independent non-executive directors

Mr. Barry John BUTTIFANT 4/4
Mr. CHOI Yuk Fan 4/4
Mr. LIU Ngai Wing 4/4
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BOARD OF DIRECTORS (continueq)

The Company has received from each independent non-executive directors an
annual confirmation of independence pursuant to Rule 3.13 of the Listing Rules.
The Company considers that all of the independent non-executive directors are

independent.

Given the nature and business objectives of the Company, the Board has a
balance of skill and experience appropriate for the requirements of the business
of the Company. List of directors and their biographical details are set out on
pages 24 to 26.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under the Code provision A.2.1, the roles of the chairman and chief executive
officer should be separated and should not be performed by the same

individual.

Mr. LAU Tak Wan is the Chairman of the Board and the president of the
Company. In the opinion of the Board, the role of the president and the chief
executive officer is the same. The Board considers that the present structure
provides the Group with strong and consistent leadership and allows for
efficient and effective business planning and execution. Hence, the Board
believes that it is in the best interest of the shareholders of the Company that
Mr. LAU Tak Wan will continue to assume the roles of the Chairman of the
Board and the president of the Company. However, the Company will review

the current structure as and when it becomes appropriate in the future.
INDEPENDENT NON-EXECUTIVE DIRECTORS

Under the Code provision A.4.1, the non-executive directors should be
appointed for a specific term, subject to re-election and under the Code
provision A.4.2, every director, including those appointed for a specific term,
should be subject to retirement by rotation at least once every three years.

Currently, the three independent non-executive directors are not appointed for
a specific term but are subject to retirement by rotation and re-election at the
annual general meeting of the Company in accordance with the provisions of
the bye-laws of the Company, and their appointment will be reviewed when

they are due for re-election.
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REMUNERATION COMMITTEE

The Remuneration Committee is responsible for making recommendations to
the Board on, among other things, the Company’s policy and structure for the
remuneration of all directors and senior management of the Company and is
delegated by the Board with the responsibility to determine on behalf of the
Board the specific remuneration packages for all Executive directors and senior

management of the Company.

HESE R
ZEREHR N
No. of Meeting Attended/

Members of Remuneration Committee: No. of Meeting

Independent non-executive directors
Mr. LIU Ngai Wing (Chairman) 11
Mr. CHOI Yuk Fan 11

Executive director
Mr. LAU Tak Wan i7a
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Limited

AUDIT COMMITTEE

The Audit Committee was established with a specific written terms of
reference.

The Audit Committee is responsible for reviewing and supervising the financial
reporting process and internal control system of the Group and providing

advice and recommendations to the Board.

Audit Committee is also authorized to obtain outside legal or other independent
professional advice and to secure the attendance of outsiders with relevant

experience and expertise if it considers this necessary.

Two Audit Committee meetings were held during the year ended 31 March
2010.

Members of the Audit Committee, number of Audit Committee meetings held

and the attendance of each member during the year are set out as follows:

HERRAE,

FERZRRTHAN

Number of meetings

attended/Number of

Audit Committee

Members of the Audit Committee meetings held

Members of Independent non-executive directors:

Mr. Barry John BUTTIFANT (Chairman) 2/2
Mr. CHOI Yuk Fan 2/2
Mr. LIU Ngai Wing 2/2
During the year, the Audit Committee has performed the following duties:

(1) reviewed the annual financial statements with the auditor and reviewed

the unaudited interim financial statements, with recommendations to
the Board for approval,

2) reviewed the changes in accounting standards and policies as well as
assessment of potential impacts on the Group’s financial statements;
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AUDIT COMMITTEE (continued)

(3) reviewed the Group's internal control system and discussed the relevant
issues including financial, operational, compliance controls and risk

management functions;

4) reviewed the compliance issues with the regulatory and statutory

requirements;

(5) considered and recommended the appointment, re-appointment and
approved the remuneration and terms of engagement of external

auditor;

(6) discussed with external auditor the nature and scope of the audit and

reporting obligations; and

(7) reviewed and monitored external auditor’s independence and objectivity
and the effectiveness of the audit process in accordance with

applicable standards.
NOMINATION OF DIRECTORS

The Company did not establish a Nomination Committee. The duties and
functions of the Nomination Committee recommended in the Code are
performed by the Board collectively with no director being involved in fixing
his/her own terms of appointment and no independent non-executive director

being involved in assessing his own independence.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Board acknowledge their responsibility for the preparation of the financial
statements of the Group and ensure that the financial statements are in
accordance with statutory requirements and applicable accounting standards.
The Board also ensure the timely publication of the financial statements of the
Group.

19
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AUDITOR’S REMUNERATION

During the year, PricewaterhouseCoopers, the external auditor of the Company,
provided the following services to the Group and their respective fees charged

are set out as follows:

WEZ R A

Type of services Fees charged
FET

HK$'000

Audit services for the Group 2,447
Taxation services 108
Total 2,555

ACCOUNTABILITY AND AUDIT

The directors of the Company acknowledge their responsibility for the
preparation of the financial statements of the Group for the relevant accounting
periods in accordance with statutory and regulatory requirements. in preparing
the financial statements for the six months ended 30 September 2009 and
for the year ended 31 March 2010, the directors have adopted appropriate
accounting policies and applied them consistently. The financial statements for

the reporting year have been prepared on a going concern basis.

A statement by the auditor about their reporting responsibilities is set out on

pages 35 to 36 in the annual report.
INTERNAL CONTROLS

The Board is responsible for the Group’s system of internal controls and is
committed to managing business risks and maintaining a sound and effective
internal control system to safeguard the shareholders’ investment and the
Group’s assets. The effectiveness of the internal control system was also
discussed on an annual basis with the Audit Committee.
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REBEEE (#) INTERNAL CONTROLS (continued)
AEBEASELREZGOSHERE BF - IT{EERAK  The Group's internal control system encompasses its policies, processes,
EEEMERE - B tasks, and other aspects of the Group that taken together:

(1) RHEEEHRERER &8 L MBLE- (1) facilitate its effective and efficient operation by allowing it to respond
FHRETLIREMAREROER  UEEE appropriately to significant business, operational, financial, compliance
BIZEARBMERERELBE - hBEHE and other risks with a view of achieving business objectives. This
BE RIXTEENEASBARFSR WE includes the safeguarding of assets from inappropriate use or from loss
BREBESAERRESE and fraud and ensuring that liabilities are identified and managed;

(2) BRGSCHREZEUNREATEZHBFER (2 help ensure maintenance of proper accounting records for the provision
ARAEMEASEINER - & of reliable financial information for internal or external reporting; and

(3) HRETHEEGIREET  UERBBEIEHFR (3 help ensure compliance with relevant legislation and regulations, and
BTREPBR - also with internal policies with respect to the conduct of business.

ABEEHE AL BEIFREBRHEEAIEIRE  The internal control system is designed to provide reasonable, but not absolute,

MekiEx  UREEEEMIEEREEZALXE ZEA  assurance of no material mis-statement or loss and to manage rather than

B AEBASEEZAR - eliminate risks of failure in operational systems and achievement of the Group’s
objectives.
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The Directors submit their report together with the audited financial statements
for the year ended 31 March 2010.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries are principally
engaged in the electronic components distribution, contract electronic
manufacturing services, consumer electronics and electronic components

manufacturing and distribution of personal computers.

An analysis of the Group’s turnover and contribution to operating profit by

reportable segments for the year is set out in note 5 to the financial statements.
RESULTS AND APPROPRIATIONS

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

statement on page 37.
An interim dividend of HKO.3 cent per share totalling HK$911,000 was declared

on 8 January 2010. The Board of Directors resolved not to recommend

payment of final dividend in respect of the year ended 31 March 2010.

SUBSIDIARIES

Particulars of the company’s principal subsidiaries at 31 March 2010 are set

out in note 20 to the financial statements.
PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Group are set out in note
18 to the financial statements.

SHARE CAPITAL

Movements in share capital of the company are set out in note 33 to the
financial statements.

WARRANTS

Movements in warrants of the company are set out in note 35 to the financial

statements.
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RESERVES

The amounts and particulars of material transfers to and from reserves during

the year are set out in note 36 to the financial statements.
DISTRIBUTABLE RESERVES

At 31 March 2010, the reserves of the company available for distribution
amounted to HK$90,311,000 (2009: HK$92,766,000), including contributed
surplus of HK$72,309,000 (2009: HK$72,309,000).

DONATIONS

The Group made charitable donations of Nil (2009: HK$170,000) during the

year.
PRE-EMPTIVE RIGHTS

There is no provisions for pre-emptive rights under the Company’s bye-laws
and there was no restriction against such right under the laws in Bermuda,
which would oblige the Company to offer new shares on a pro-rata basis to

existing shareholders.
FIVE YEAR FINANCIAL SUMMARY

A summary of the consolidated results, assets and liabilities of the Group for
each of the five years ended 31 March 2010 is set out on pages 11 to 13.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2010, sales to the five largest customers of the
Group in total accounted for approximately 29% of the Group’s total turnover,
with the largest customer accounted for about 9%. The five largest suppliers
of the Group together in total accounted for approximately 65% by value of the
Group's total purchases during the year, with the largest supplier accounted for
about 49%.

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 the major suppliers or customers noted above.
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DIRECTORS

The directors who held office during the year and up to the date of this report

were!

Executive directors

Mr. LAU Tak Wan (President)

Ms. CHAN Yuen Mei, Pinky (Vice-president)
Mr. WAN Chor Fai

Mr. MAK Hon Kai, Stanly

Independent non-executive directors
Mr. Barry John BUTTIFANT

Mr. CHOI Yuk Fan

Mr. LIU Ngai Wing

Mr. CHOI Yuk Fan and Mr. LIU Ngai Wing retire by rotation in accordance with
clause 99 of the Company’s bye-laws and, being eligible, offer themselves for

re-election.

The terms of office of the directors, including the independent non-executive
directors, are subject to retirement by rotation and are eligible for re-election at
the Company’s annual general meeting in accordance with the Company’s bye-

laws.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Executive directors

Mr. LAU Tak Wan, aged 60, is the founder and the President of the Group. Mr.
Lau graduated from Hong Kong Baptist College (now known as Hong Kong
Baptist University) in Sociology and has more than 30 years’ management
and production experience in the electronics industry. Prior to founding the
Group, Mr. Lau had over 6 years’ experience in running his own business in
the electronics industry. He is responsible for the overall corporate planning,
strategic development and marketing of the Group.

Ms. CHAN Yuen Mei, Pinky, aged 53, is the spouse of Mr. LAU Tak Wan.
Ms. Chan is the Vice-president of the Group. Also she is the Director of
Administration and Finance responsible for administration, human resources
and finance of the Group. Prior to joining the Group in 1998, Ms. Chan has
over 20 years of experience in accounting and financial management and at the

same time running her own business for more than 10 years.
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FMEEMEESRESREE - HROERMBERS
EEO=1TFEH - BE  EXETAESREEREER
DRIZBUIEPITES BALEFELEEEERA
AHEEERER AT EEBEEBRAAFE
EREEDZINTES - HRARBBEALTZAR -
£ 5% 4 JRI 8 Global-Tech Advanced Innovations Inc.
(A% Global-Tech Appliances Inc.) ¥ China Nepstar
Chain Drugstore Limited 2 JEITE S - MHEA A5
FIEMETER RBOBER G L™ - BELEARERE
HEHEMAT BAEHIAS  KEBFETERE -
ERERILGEREAETR G ERER -

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (continued)

Executive directors (continued)

Mr. WAN Chor Fai, aged 52, is the CEO (Manufacturing) of the Group. Mr.
Wan graduated from Hong Kong Polytechnic (now known as The Hong
Kong Polytechnic University) in Production and Industrial Engineering and is
responsible for the business development and manufacturing management
of the Group. He has more than 20 years’ experience in manufacturing and
marketing. Prior to joining the Group in 1987, he worked for an international
conglomerate and was in charge of the electronics division.

Mr. MAK Hon Kai, Stanly, aged 48, is the CEQ (Distribution) of the Group
responsible for the Group’s overall marketing strategy and the distribution of
electronic components. Mr. Mak joined the Group in 1988. He has more than
20 years’ experience in the sales and marketing of electronic components.

Independent non-executive directors

Mr. Barry John Buttifant, aged 65, is an independent non-executive Director
appointed by the Group in 1994. In July 2010, Mr. Buttifant rejoined DT
Internationa! Limited as a Chief Executive Officer of the Group. From October
2009 to March 2010, Mr, Buttifant was a director — corporate finance of
Mission Hills Group (“MHG") and prior to this appointment, he was the
consultant to the Group since December 2008. Prior to joining MHG, Mr.
Buttifant served as a principal of KLC Kennic Lui & Company, a professional
accounting firm, and managing director of KLC Transactions Limited. Prior to
joining KLC, Mr. Buttifant was the executive director — finance of MHG from
February 2008 till November 2008. From December 2004 to December 2007,
Mr. Buttifant was the managing director of Hsin Chong International Holdings
Limited, a controlling shareholder of Hsin Chong Construction Group (“HCCG")
(which was acquired by MHG in November 2007) and Synergis Holdings Ltd
(“Synergis”) (which was acquired by HCCG in September 2008). Mr. Buttifant
was also an alternate director to both public companies. Mr. Buttifant was
an operating partner of Baring Private Equity Asia Limited. He was also the
managing director of Wo Kee Hong (Holdings) Limited (“Wo Kee Hong") from
2001 to 2002 and was the Advisor to the board of directors of Wo Kee Hong
from November 2002 to April 2004. Prior to joining Wo Kee Hong, he was the
managing director of IDT International Limited for over eight years and had
worked for Polly Peck Group and Sime Darby Hong Kong Limited for more than
11 years in the capacity of finance director and managing director. He has over
30 years of experience in corporate and financial management. Currently Mr.
Buttifant is an independent non-executive director of Giordano International
Limited, and an non-executive director of HCCG and Synergis, all of which are
publicly listed companies in Hong Kong. Mr. Buttifant also serves as a non-
executive director of Global-Tech Advanced Innovations Inc. (formerly known as
Global-Tech Appliances, Inc.), a NASDAQ company and China Nepstar Chain
Drugstore Limited, a NYSE listed public company. Mr. Buttifant is a fellow
member of the Association of Chartered Certified Accountants; the Hong Kong
Institute of Certified Public Accountants; the Chartered Management Institute;
the Hong Kong Management Association and the Hong Kong Institute of
Directors.
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Davya Assaciate Holdmgs Limited

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (continuea)

Independent non-executive directors (continued)

LIU Ngai Wing, aged 59, was appointed as an Independent Non-executive
Director of the Company in September 2004. Mr. Liu holds a PhD Degree in
Hotel and Tourism Management from the Hong Kong Polytechnic University,
a Master of Science degree in Global Business from the Chinese University of
Hong Kong, a Master of Science Degree in Hotel and Tourism Management
from the Hong Kong Polytechnic University and a Master Degree in Business
Administration from the Open University of Hong Kong. He is also an Associate
Member of both the Hong Kong Institute of Certified Public Accountants and
the Institute of Chartered Secretaries and Administrators, and a Fellow of the
Association of Chartered Certified Accountants. Mr. Liu was previously an
executive director of eSun Holdings Limited and an independent non-executive
director of New Smart Energy Group Limited. The above-mentioned companies
are all listed in Hong Kong.

Mr. CHOI Yuk Fan, aged 57, was awarded Bachelor of Laws Degree (LLB) by
University of London in 1988 and Post-graduate Certificate in Laws (PCLL) by
University of Hong Kong in 1991. Mr Choi is one of the Principals of Messrs.
Ong & Chung Co., Solicitors. Mr. Choi was admitted as a Solicitor of the High
Court of Hong Kong in 1993 and a Solicitor of the Supreme Court of England
and Wales in 1994, Before Mr. Choi took up his legal career in 1993, he had
served in the Home Affairs Department for about 13 years (1977-1990).
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (continued)

Senior management

Mr. MAN Wai Chuen, aged 47, is the Company Secretary of the Company and
the head of Accounting Department of the Group. He holds a Master Degree in
business administration from the University of Sheffield. He is a fellow member
of both of the Association of Chartered Certified Accountants and the Hong
Kong Institute of Chartered Secretaries. Mr. Man is also an associate member
of the Hong Kong Institute of Certified Public Accountants. He had over 20

years’ company secretarial and accounting experience.
DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors has entered into a service contract with the
Company and these service contracts will continue thereafter until terminated

by either party for not less than three or six months’ prior written notice.

None of the directors who are proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company which
is not determinable by the Company within one year without payment of

compensation, other than statutory compensation.
DIRECTORS’ INTERESTS IN CONTRACTS

Apart from the directors’ service contracts noted above and the connected
transactions noted as below, no other 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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(a) RELTSREMEI0BTIZRAOTFA

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

At 31 March 2010, the interests and short positions of the Directors and chief
executives of the Company in the shares, underlying shares and debentures
of the Company or any of its associated corporations (within the meaning of
Part XV of the SFO) which were required, pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests and short positions which they are taken
or deemed to have taken under such provisions of the SFO), to be notified to
the Company and the Stock Exchange, or which were required, pursuant to
Section 352 of the SFO, to be entered in the register kept by the Company, or
which were required, pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers in the Listing Rules, to be notified to the
Company and the Stock Exchange were as follows:

(a) Long position in the Company’s shares of HK$0.10 each

BRTEER/HTEIR
FRREBR B 2 8 B
Number of issued ordinary shares/
underlying shares attached to derivatives

EREL BRTEER

Unlisted Warrants Ordinary shares in issue

p3LL b AR ERRR Atz &y
j ¢ 3. Corporate i3 Personal st Corporate Hiz Other Total Rk
Name of directors interests Notes interests Notes interests Notes interests interests  Percentage
HimEsEs
Mr. LAU Tak Wan 7,862,388 2 6,557,141 1 147,706,499 283 1,142,854 155,406,494 51.13%
BRamat
Ms. CHAN Yuen Mei, Pinky 7,862,388 2 4,042,854 1 147,706,499 283 3,657,141 155,406,494 51.13%
FEBEE
Mr. WAN Chor Fai - 50,000 - - 50,000 0.016%
FHAEE
Mr. Barry John BUTTIFANT - 100,000 - - 100,000 0.033%

SRR R BB R N R 28
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(a) REQATDEREECAOETZRO TR ()

Wit -

1. FERERREL(BIEEZRB)BBHEES
RAAR{D 2,900,000 8% °

2. China Capital Holdings Investment Ltd
([ China Capital]) Bz #5412 57,862,388
2R E R B 986,788,103 ° China
Capital ZBH Z AT BT AR B LE
A BTESZNTERITRANHKR T L
ﬁ °

3. Leading Trade Ltd ([Leading Trade]) E 25 #
ARRQTF IR 60,918,396 1% © Leading Trade
BRoZATERTRAMBEEES  #HT
BAZATEBITRABRLZLEE -

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION (continued)

(a) Long position in the Company’s shares of HK$0.10 each

(continued)

Notes:

1. 2,900,000 shares in the Company were jointly held by Mr. Lau and Ms.
Chan (the spouse of Mr. Lau).

\S]

7,862,388 warrants and 86,788,103 shares in the Company were
beneficially owned by China Capital Holdings Investment Ltd (“China
Capital”). The issued share capital of China Capital is 60% owned by Mr.
Lau, and 40% owned by Ms. Chan.

3. 60,918,396 shares in the Company were beneficially owned by Leading
Trade Ltd (“Leading Trade”). The issued share capital of Leading Trade is
50% owned by Mr. Lau and 50% owned by Ms. Chan.
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(b) RAEQXTNEBREEZRHG

Dominion International Limited B2 &R LR
BT TESHEEE D A T :

BEFERARAA

Cosmos Wires and Connectors Manufacturing Limited

Westpac Digital Limited

ERERER R
Vastpoint Industrial Limited

AMEEARAA

Daiwa Associate (H.K.) Limited

AN BIEERRLZ LD EXBEEETRE
TEAERARZEREZELRM 140,000
510,000 B °

BERREEN  R_F—FF=ZA=1+—H  AQ7F
ZEEYRSTRASRRSZHBALHERE AT
SEMEREEZB(EERESF RAEGRMEXVE) 2
Bfn - RO REREFEEREBEIZSFRABEGGIE
XVEBE 7 k87 BRAME A QR R R P2 R kAR
(BEBREEFRPEGRICZFEEE LR A
BzRERAR)  SACHRBIEES RBEEOE
352 1RFTMEMALNAIBFZ Bt 2 AIAR « X
RIE TR LT RRERETREFISNRETA
AMEARR R R 2 ERRETORE ©
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION (continueq)

(b) Shares of associated corporations of the company

Dominion International Limited, which is 50% owned by Mr. Lau, and
50% owned by Ms. Chan:

HEZRRRREERONE
Number of non-voting
deferred shares held

50,000

455,000

1,500,000

In addition, each of Mr. Lau and Ms. Chan beneficially owns 140,000
and 10,000 non-voting deferred shares respectively in Cosmotec

Precision Industrial Limited.

Save as disclosed above, as at 31 March 2010, none of the Directors, chief
executives of the Company or their associates had any interests or short
positions in any shares, underlying shares or debentures of the Company or
any of its associated corporations (within the meaning of Part XV of the SFO)
which were required, pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they are taken or deemed to
have taken under such provisions of the SFO), to be notified to the Company
and the Stock Exchange, or which were required, pursuant to Section 352 of
the SFO, to be entered in the register kept by the Company, or which were
required, pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers in the Listing Rules, to be notified to the Company and the
Stock Exchange.



FETREE

Report of the Directors

EEEN

$¢FW'$“ﬂ%ﬁﬁ¥%¥ﬁiEﬂ§§¥%Z%
THRIERIRFEEAEH

BREXS

RZEZAFAA—H AEEEF—HHEA
Daiwa Distribution (Ontario) Inc. Eﬁ%ﬂ?%ﬁ?ﬁ'i&ﬁ%&?ﬁ
Bt HRBEZAEM—EMERP BRI —HA
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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.
CONNECTED TRANSACTIONS

A subsidiary of the Group, Daiwa Distribution (Ontario) Inc., had entered into a
rental agreement in respect of office space in Canada on 1 June 2006 with a
company jointly owned by Mr. Lau Tak Wan and Ms. Chan Yuen Mei, Pinky for
the period from 1 June 2006 to 31 May 2011. Monthly rental paid for the office
premises is CAD15,332.64.

The above constituted a connected transaction under the Listing Rules.
The Directors are of the opinion that the above transaction was entered into
on normal commercial terms and on an arm’s length basis; was fair and
reasonable so far as the shareholders of the Company, taken as a whole, are

concerned.

The above connected transaction constituted an exempted connected

transaction under the Listing Rules.

Save as disclosed above, neither the Company nor its subsidiaries had entered
into any connected transactions discloseable by the Company under the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) during the year.

SHARE OPTION SCHEMES

On 18 August 2005, the Company adopted a new share option scheme (the
“New Scheme”) in compliance with Chapter 17 of the Listing Rules, which
replaced the old share option scheme (the “Old Scheme”) in force previously.
The Company has not granted any options under the New Scheme and no
share options were outstanding as at 31 March 2010.
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R-F-—FF=A=+—R REEEMH THAL
(RAREBEFHBZSTHRABRINNRARTZRG - 8
BENREEITREREELFRPERAIEXVES2
R3DEMERXAMARBRE 2 HAETAR - REER
BEBEAMAENMEMER TEASBEEMEMBRK
BRRAZBRAE LREZ AR AEES% K%
b2

REQ TR G R

Leading Trade Limited
China Capital Holdings Investment Limited

Mr. Ng Hung Sang
REGAT(RBEREZRB)

Ms. Ng Lai King, Pamela (spouse of

Mr. Ng Hung Sang)

AESRITRER AR

South China Financial Holdings Limited

Hat

1. Leading Trade Limited 2 50% # & & 8|13 8 L &7
BARSO% D RMEB L LHER - Bt - R
FEHRBEEN - Leading Trade Limited ~ Bl%R4ER
B2+ 15 ¥ 45 B % 560,918,396 * 163,268,882 &
163,268,882 IR A A RIAR 17 2 #E 2 ©

2, China Capital Holdings Investment Limited Z 60%

B RBGELEMBEARIONEZARERLZ L
FTEER - Bt - RIEESH REEED - China Capital
Holdings Investment Limited + 81584 R 5 B4
R & ¥ 586,788,103 * 163,268,882 K 163,268,882
MR R BN 2 2 o

BREREEN  RZB-TEFE=A=1—0B  ARAK
BRAANTABBRATCEITRES%HIU BB R
AREBHREGRIIEIIBKRRIZTERTAMZ#
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 31 March 2010, to the best knowledge of the Directors, the following
parties (other than Directors or chief executives of the Company), had an
interest or short position in the shares, underlying shares or debentures of
the Company which are required to be disclosed to the Company under the
provision of Divisions 2 and 3 and Part XV of the SFO, or, who was, directly or
indirectly, interested in 5% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances at general meetings of any
other member of the Group.

Interests in the shares of the Company

HERO RS —
EEHRRER HEBTRE
HERGOEA Interest in BEESHL
Kt Number of underlying shares — % of the total
Note shares held unlisted warrants issued shares
1 60,918,396 — 20.04%
2 86,788,103 7,862,388 31.14%
47,162,198 - 15.52%
47,162,198 - 15.52%
17,322,198 — 5.70%

Notes:

1. Leading Trade Limited is 50% owned by Mr. LAU Tak Wan and 50% owned by

Ms. CHAN Yuen Mei, Pinky. Accordingly, Leading Trade Limited, Mr. Lau and
Ms. Chan were deemed by SFO to be interested in 60,918,396, 163,268,882 and
163,268,882 shares of the Company.

2. China Capital Holdings Investment Limited is 60% owned by Mr. LAU Tak Wan
and 40% owned by Ms. CHAN Yuen Mei, Pinky. Accordingly, China Capital
Holdings Investment Limited, Mr. Lau and Ms, Chan were deemed by SFO to be
interested in 86,788,103, 163,268,882 and 163,268,882 shares of the Company
respectively.

Save as disclosed above, the Company has not been notified of any other
interest representing 5% or more of the issued share capital of the Company
and recorded in the register of Substantial Shareholders maintained under
Section 336 of the SFO as at 31 March 2010.
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WA ARNIBEZLE - ARAMEEERRFEES
EMRRE - EEEHR-MIBUIFATEFRERALLE
BRELERBREEEENR - TEGNAMHFEA

ERRMKIEH -

SUFFICIENCY OF PUBLIC FLOAT

Based on the information publicly available to the Company and within the
knowledge of the Directors, the Company has maintained a sufficient public

float throughout the year under review.
CORPORATE GOVERNANCE PRACTICE

Details of the Company’s corporate governance practices are set out in the
Corporate Governance Report on pages 14 to 21.

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each independent non-executive director an
annual confirmation of his independence pursuant to Rule 3.13 of the Listing
Rules. The Company considers that all of the independent non-executive

directors are independent.
AUDIT COMMITTEE

The written terms of reference which describe the authority and duties of the
Audit Committee were prepared and adopted with reference to "A Guide for
Effective Audit Committees” published by the Hong Kong institute of Certified
Public Accountants. Audit Committee provides an important link between
the Board and the Company's auditor in matters coming within the scope
of the group audit. It also reviews the effectiveness of internal audit, internal
controls and risk evaluation. The Committee comprises three independent non-
executive directors, namely Mr. Barry John BUTTIFANT, Mr. CHOI Yuk Fan and
Mr. LIU Ngai Wing. Two meetings were held during the current financial year.
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BE - HEIREEARZ2LTHESE PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

KHE-ZT-ZTFE=F=+—-HIFER  AQTMNE During the year ended 31 March 2010, the Company purchased a total of
BHAXSHMARAREDA 26,000 AQFTEM 26,000 shares of HK$0.10 each of the Company on The Stock Exchange of
EEOIOETZRG  ZERMHT 2 - BOA  Hong Kong Limited, all of these shares were cancelled. Particulars of the

MZFBWT - shares repurchased are as follows:
SREORZR wE (aF
Price per share TRMAME)
[ e
RHME Frid Bl A RER Total cost
RBAHB F4H Number of shares Highest Lowest (including
Trading Month/Year repurchased price paid price paid expenses)
BT BT JETT
HK$ HK$ HK$
—TEAEMA
April 2009 26,000 0.300 0.280 7,710
26,000 7,710
B EMBEESN  ARBHEFRAMBATEREZE_T— Save as disclosed above, neither the Company nor any of its subsidiaries
ZEZAZ+-—HLHEEABERE HEREEEM  purchased, sold and redeemed any of the Company’s listed securities during
ARwElZ EHES - the year ended 31 March 2010.
BB AUDITOR
AEEMBREACEHBEEMIGESHMERER - The financial statements have been audited by PricewaterhouseCoopers who
ZRBEMIME IR - WA B - FEREMS - retire and, being eligible, offer themselves for re-appointment.
EEESD On behalf of the Board
#H LAU Tak Wan
EEE: 3 President
EB —F-TF+A=-F+NEH Hong Kong, 28 July 2010
B R R RO IR A 34
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PricewaterhouseCoopers
22nd Floor Prince’s Building
Central, Hong Kong

TO THE SHAREHOLERS OF DAIWA ASSOCIATE HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Daiwa Associate
Holdings Limited (the “Company”) and its subsidiaries (together, the “Group”)
set out on pages 37 to 134, which comprise the consolidated and company
balance sheets as at 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 Hong Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants 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 and to report our opinion solely to you, as a
body, in accordance with Section 90 of the Companies Act 1981 of Bermuda
and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. 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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Daiwa Associate Holdings Limited

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 judgement, 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 state of affairs of the Company and of the Group as at 31 March 2010 and
of the Group’s loss and cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong Companies
Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 28 July 2010
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Consolidated Income Statement
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For the year ended 31 March 2010

Bzt
Note

BER Turnover 5
HERM A Cost of sales 8
EFHN Gross profit
HADUA Other income 6
Hthihzs — F88 Other gains — net 7
HEREHMAS Selling and distribution expenses 8
—RRITHRAY General and administrative expenses 8
K (51|) BR Operating (loss)/profit
BMEMAR — B Finance costs — net 10
BREBUAT (R5HR) RI8 (Loss)/profit before income tax
FMEBMAZ Income tax expense 11
FE (M) FH (Loss)/profit for the year
B Attributable to:

ARRERIFEA Equity holders of the Company 14

DB RS Minority interests
EATMEFE ARG (Loss)/earnings per share for (loss)/profit

S (5R) BF attributable to equity holders of the

Company during the year
— BEK — Basic 16
— #4 — Diluted 16

RA44EE B4R ZHERMBHR I BEHN -

—2-% —TBN
2010 2009
FAET FET
HK$’°000 HK$'000
1,628,377 1,642,134
(1,512,405) (1,398,671)
115,972 143,463
678 829

3,575 19,436
(21,421) (26,771)
(121,136) (119,667)
(22,332) 17,290
(3,619) (7,826)
(25,951) 9,464
(5,410) (2,735)
(31,361) 6,729
(31,630) 7,115
269 (386)
(31,361) 6,729
(HK10.42 cents #fl) HK2.34 cents #&fll
(HK10.42 cents #{l) HK2.34 cents #ill

HAQBEERAAZENRE ZFBHIHMTE 15 -

Note 15.

The notes on pages 44 to 134 are an integral part of these financial statements.

Details of dividends payable to equity holders of the Company are set out in

37 HRBHFEERARSSF

Daiwa Associate Holdings Limited
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Consolidated Statement of Comprehensive Income
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FE (BR) /FM
Riparatas:

SRR

Bk A ESREERTE

Wk, (BH)

BBk FERMBRS KRS
(W)

FEARAER
Bisd (BR) REBERR:

RREESERFEA
LR RES

K44 BEE1B4 R 2 M RUBHRR 2 BEEHD -

el EeEAEBRARLG

Daiwa Associate Holdings Limited

38

(Loss)/profit for the year
Other comprehensive income:
Currency translation differences

Fair value gain/(loss) on available-for-sale financial
assets, net of tax

Other comprehensive income/(loss) for the year,
net of tax

Total comprehensive loss for the year
Total comprehensive (loss)/income attributable to:

Equity holders of the Company
Minority interests

For the year ended 31 March 2010

—g-w —EFTA
2010 2009
FHT FBT
HK$°000 HK$'000
(31,361) 6,729
10,350 (8,749)
137 (151)
10,487 (8,900)
(20,874) (2171
(21,143) (1,765)
269 (406)
(20,874) (2,171)

The notes on pages 44 to 134 are an integral part of these financial statements.
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Consolidated Balance Sheet
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As at 31 March 2010

-z-% ZETAh
2010 2009
st FA7T FHET
Note HK$'000 HK$'000
FRBRE Non-current assets
[k N Goodwill 17 28,121 22,704
MIE - HESRERIE Property, plant and equipment 18 186,385 198,784
HET R A Leasehold land and land use rights 19 20,776 21,312
HEEHIE g Interest in a jointly controlled entity 21 - 1
NI £ Interest in an associated company 22 — —
EEPTIGIAE Deferred income tax assets 32 927 172
aMHESHEE Available-for-sale financial assets 23 305 168
Hith&EE Other assets 710 710
237,224 243,851
RERE Current assets
7E Inventories 24 235,927 205,304
FEUG & 2 AR TE & RN SR iR Trade and notes receivables 25 208,270 139,632
FE YRR & A B FRIE Amount due from an associated company 40 4,382 14,855
FERFRIE - -ZER Prepayments, deposits and
_H A RUCRIR other receivables 26 29,472 16,885
TTEes@mITA Derivative financial instruments 31 - 235
ReRREEEY Cash and cash equivalents 27 166,627 124,556
644,678 501,467
BRE Total assets 881,902 745,318
5 Equity
ATRMBRFEAMERE Capital and reserves attributable to equity
Rk holders of the Company
L% Share capital 33 30,394 30,364
1] Reserves 36 330,252 353,732
360,646 384,096
LW RER Minority interests 354 475
mERE Total equity 361,000 384,571
E 4 h-Fi § Non-current liabilities
i Borrowings 28 36,680 34,053
REFFFHRAMR Deferred income tax liabilities 32 1,877 3,347
38,557 37,400
b p-Ki § Current liabilities
=i Borrowings 28 194,271 161,788
<& R AR TE Trade payables 29 258,709 138,826
eI B A R H b B BOR Accruals and other payables 30 27,769 20,083
BHTGHA® Current income tax liabilities 1,596 2,616
PTESMITA Derivative financial instruments 31 - 34
482,345 323,347
#amn Total liabilities 520,902 360,747
AEERAK Total equity and liabilities 881,902 745,318
RBREFE Net current assets 162,333 178,120
RELEFEFAADENR Total assets less current liabilities 399,557 421,971
8 % LAU Tak Wan CHAN Yuen Mei, Pinky
F ¥4 BB President Vice-president

R44BAE 134 AZME AU B BRI 2 EREH -

The notes on pages 44 to 134 are an integral part of these financial statements.

9 AABELRAERD A

Daiwa Associate Holdings Limited
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Balance Sheet
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FRBRE
HMBRRNIRE
FE BT I8 2 BV ER IR

REBRE
HAt & YK IR
AT 4R = B IR
ReRREEEY

HRE
L £
DRMBRHEABEGERER
1]
A
]
3540 3R

RBAK
FE A B P R EL A A SRR

L Ei 58T

TR REFE

ARERRDAM

gam BR 15 9%
B =) 4

RAsEE14AZHERUBERR 2 EEIHH -

Gl BERAERSA

Daiwa Associate Holdings Limited

40

Non-current assets
Investments in subsidiaries
Amounts due from subsidiaries

Current assets
Other receivables
Tax recoverable
Cash and cash equivalents

Total assets

Equity

Capital and reserves attributable to equity
holders of the Company
Share capital
Reserves

Total equity

Current liabilities
Accruals and other payables

Total equity and liabilities

Net current assets

Total assets less current liabilities

LAU Tak Wan
President

At at 31 March 2010

—e-% ~TEN

2010 2009

A FRIT FAT
Note HK$'000 HK$'000
20 44,715 44,723
40 291,759 294,442
336,474 339,165

26 109 114
30 24

27 962 599
1,101 737

337,575 339,002

33 30,394 30,364
36 306,756 309,110
337,150 339,474

30 425 428
337,575 339,902

676 309

337,150 339,474

——

CHAN Yuen Mei, Pinky
Vice-president

The notes on pages 44 to 134 are an integral part of these financial statements.
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Consolidated Statement of Cash Flows

BE_F—FF-FA=1—HI¥E

REZHZELRR
BREEZHELEZRE
B3N E k-

WA S
ENEBFEHK
EffFRERAFHK
B INEXRFEHR

REIDELZFRE

RREDZELRR
BEME  BIRRAE
HEME  BERRER

TR IMERERS
HE

RREBFTAZERS

MREBZRLKR
BITR PSR
Bokn
FgIRITER
BRRITER
MAEEEAEXHZ
N )
T B AR NBERAR S

XS

BMREHESE (FTA)

RERASEMYZF M

ROA-BZRER
REEMY

HNEEAZER

REZA=+-BZEER
REEMY

TR 44 BEE 134 B AU BRE 2 BEBHH -

Cash flows from operating activities
Cash generated from operations

Interest paid
Interest received
Hong Kong profits tax paid

Mainland China corporate income tax paid

Canadian income tax paid

HisE
Note

37(a)

Net cash generated from operating activities

Cash flows from Investing activities
Purchases of property, plant and equipment
Proceeds from disposal of property, plant and

equipment, and leasehold land and land use

rights

Net cash used in investing activities

Cash flows from financing activities
Proceeds from issue of shares

Purchase of own shares
New bank borrowings

Repayment of bank borrowings
Payment of capital element of finance lease

obligations

Dividend paid to a minority shareholder of a

subsidiary
Dividends paid

37(b)

Net cash generated from/(used in) financing

activities

Net increase in cash and cash equivalents

Cash and cash equivalents at 1 April

Effect on foreign exchange

Cash and cash equivalents at 31 March

For the year ended 31 March 2010

t 2t ZZTAh
2010 2009
FAT FET
HK$°000 HK$°000
41,597 68,235
(4,058) (7,077)
82 224
(3,114) (574)
(3,678) (1,943)
(1,863) (764)
28,966 58,101
(21,047) (28,623)
118 18,144
(20,929) (10,479)
130 —
(8) (230}
595,432 904,869
(559,244) (926,545)
(1,078) (1,396)
(390) -
(2,429) (1,672)
32,413 (24,974)
40,450 22,648
124,556 103,388
1,621 (1,480)
166,627 124,556

The notes on pages 44 to 134 are an integral part of these financial statements.
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Consolidated Statement of Changes in Equity

BE_FFF-HA=+—HUIFE

R-ZSRAFEHRA—B
FHEBR),FR
RfteerWas
SRR E Z R
A E
ERMEE
RFEWRE

R W asam

RER(ER),Ha

RMBREENRR :
BITHRX
Aetn 158
A28

REBFAENTIRE

R=R—-B|E=A=+—H At31 March 2010

R44BE1A A ZHERWBEHRR 2 EE/IH -

For the year ended 31 March 2010

REMBR T A RS
Attributable to equity holders
of the Company

;&3 SPEBR R R
Share k% an Minority Total
capital Reserves Total interests equity
FHT FHET FHT FET FHT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(H1a£33) (K1z£36)
(Note 33) (Note 36)
At 1 April 2009 30,364 353,732 384,096 475 384,571
(Loss)/profit for the year - (31,630) (31,630) 269 (31,361)
Other comprehensive
income:
Currency translation
differences - 10,350 10,350 — 10,350
Fair value gains on available-
for-sale financial assets
- 137 137 — 137
Total other comprehensive
income — 10,487 10,487 — 10,487
Total comprehensive (loss)/
income —_ (21,143) (21,143) 269 (20,874)
Transactions with owners:
Issue of new shares 33 Q7 130 - 130
Purchase of own shares (3) (5) (8) - (8)
Dividends — (2,429) (2,429) (390) (2,819)
Total transactions with
owners 30 (2,337) (2,307) (390) (2,697)
30,394 330,252 360,646 354 361,000
AR——

ANEELEBER QA

Daiwa Associate Holdings Limited
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The notes on pages 44 to 134 are an integral part of these financial statements.



EHEREHR Consolidated Statement of Changes in Equity

HE_F--FFE=H=F—HIFEF For the year ended 31 March 2010

ARAWBEBFEARS
Attributable to equity holders
of the Company

-2 BB 3ot
Share 1] L] Minority Total
capital Reserves Total interests equity
FET FHET FEr FHET FHET

HK$'000 HK$’000 HK$’000 HK$’000 HK$’000
(K15t 33) (K15t 36)
(Note 33) (Note 36)

R-SRN\FEHWBE—A At 1 April 2008 30,423 357,340 387,763 881 388,644
FERNEN(BR) Profit/(loss) for the year - 7,115 7,115 (386) 6,729
HibiR AU - Other comprehensive
income:
NI KR Currency translation
differences - (8,729) (8,729) (20) (8,749)
A E Fair value losses on
TREE available-for-sale financial
RTHEEBR assets - (151) (151) - (151)
HibiR WS A Total other comprehensive
loss — (8,880) (8,880) (20) (8,900)
HipFE HR Total comprehensive loss — (1,765) (1,765) (4086) (2,171)
RERRERNXS Transactions with owners:
A& 15 Purchase of own shares (59) (171) (230) - (230)
) Dividends - (1,672) (1,672) - (1,672)

RERFERTZAE Total transactions with

owners (69) (1,843) (1,902) — (1,902)
R=BRAE=A=+—A At 31 March 2009 30,364 353,732 384,096 475 384,571
R44BE134 B2 H BT HEHRR ZEREMD The notes on pages 44 to 134 are an integral part of these financial statements.
43 ENEEBELRAERAT
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Daiwa Associate Holdings Limited

31 March 2010

GENERAL INFORMATION

Daiwa Associate Holdings Limited (the “Company”) is a limited liability
company incorporated in Bermuda on 3 February 1994 as an exempted
company under Companies Act 1981 of Bermuda. The address of its
registered office is Canon’s Court, 22 Victoria Street, Hamilton HM 12,
Bermuda. The shares of the Company have been listed on the Main
Board of The Stock Exchange of Hong Kong Limited since 14 April
1994.

The Company and its subsidiaries (together the “Group”) are principally
engaged in the design, development, manufacturing and distribution
of electronic components, contract electronic manufacturing services
and consumer electronics, and the distribution of personal computer
products. The Group operates mainly in Hong Kong, Mainland China
and Canada.

These financial statements are presented in thousands of Hong Kong
dollar (HK$'000), unless otherwise stated. These financial statements
have been approved for issue by the Company’s Board of Directors on
28 July 2010.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

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.

(a) Basis of preparation

The consolidated financial statements of Daiwa Associate
Holdings Limited have been prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRS”) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA").
They are prepared under the historical cost convention except
that certain financial assets and financial liabilities (including
derivative financial instruments) are measured at fair value, as
appropriate.

The preparation of financial statements in conformity with
HKFRS 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.
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2. EESTBRE#SEw

(a)

mEERE(E)

FRAFTATRR - BRI Z EETRZEAE
-

THIFRETER - ERIZ BT RARBTIHR
HERAR _EEAFNA-BRZRA
MEVEEHEIR o RARAT SR ETER - £
AlZETR2RBHASBORERMK
AR BMEAZE -

. EEEHEMBIIRS
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REGEESREENELE
HIRBEEAREEDIRE
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BYREIMEEEARSE
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M & AIBRRE—H&KESR
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B REI(B%R) — WHEBN
BREMEBERFEABRR
BB AIRE o HIRE N
AERBAFENGTERERK
BRATVEMNE BREHERE
M RSB RIMNEE
B HSRRES BVE -

31 March 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continved)

(a)

Basis of preparation (continued)

Effect of adopting new standards, amendments to standards
and interpretations

The following new standard and amendments to standards are
mandatory for accounting periods beginning on or after 1 April
2009. The adoption of these new standard and amendments to
standards does not have any significant impact to the results
and financial position of the Group.

. HKAS 1 (Revised), “Presentation of Financial
Statements”. The revised standard requires “non-
owner changes in equity” to be presented separately
from owner changes in equity. As a result, the Group
presents all owner changes in equity in the consolidated
statement of changes in equity, whereas all “non-owner
changes in equity” are presented in a performance
statement. Entities can choose whether to present one
performance statement (the statement of comprehensive
income) or two statements (the income statement and
statement of comprehensive income). The Group has
elected to present two statements: an income statement
and a statement of comprehensive income. The
consolidated financial statements have been prepared
under the revised disclosure requirements. Since the
change in accounting policy only impacts presentation
aspects, there is no impact on earnings per share.

. Amendment to HKFRS 7 “Financial Instruments:
Disclosures”. The amendment requires enhanced
disclosures about fair value measurement and liquidity
risk. In particular, the amendment requires disclosure
of fair value measurements by level of a fair value
measurement hierarchy. As the change in accounting
policy only results in additional disclosures, there is no
impact on earnings per share.

45 afl@mELTRAER R A
Daiwa Associate Holdings Limited
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—FE—FF=-F=1—H 31 March 2010

2. BERHBESE# 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)

(a) REBXEE) (a) Basis of preparation (continued)

ERMBRELASIEE D]
— BERMBHREERSRK
EREFEUNE 145 H H A
Bl WERBERRBIERE
FiEl - Bty BARERRE
ABRBATFANERELER
|otbsh e S EMIREEHET
TEEERRANABRER
BHEHTABRE -

It TR T R W B PRSI A RS
DEHEEEM — [EBFITEHEMF
B BEFERENLEER
Bl TEFHEEMRETT
BUHLEIRIEASKERR
e

HREENEEIAREMEA
BREREHIHE  KAH
B ENTESARNEND
B FiBA RAHEAENR
SERBFHNEHEE AT
EERER - LBWENEE
FORERAREFE—H -

ARMBEERBAERDA 46

Daiwa Associate Holdings Limited

HKFRS 8, “Operating Segments”: HKFRS 8 replaces
HKAS 14, “Segment Reporting”. The new standard
requires a “management approach”, under which
segment information is presented on the same basis as
that used for internal reporting purposes. In addition,
the segments are reported in a manner that is more
consistent with the internal reporting provided to the
chief operating decision-maker.

This has resulted in an increase in number of reportable
segments presented — “Electronic Components
Distribution”, “Contract Electronic Manufacturing
Services”, “Consumer Electronics and Electronic
Components Manufacturing” and “Personal Computer
Distribution”.

As the Group’s goodwill is allocated to the “Personal
Computer Distribution” segment, the adoption of the
new standard does not require a reallocation of goodwill.
Accordingly, the adoption of the new standard only
results in additional disclosures and does not have any
impact on the balance sheets. Comparative information
has been reclassified to conform to the current year's
presentation.
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31 March 2010

SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)

2. BERHBE#SEw® 2.

(a) WEIBEE) (a)

Basis of preparation (continued)

THRRZETRBREHVEAR _EE
NEMA-BRBZEHHRRZEE

The following amendments to standards and interpretations are
also mandatory for the financial periods beginning on or after 1

A April 2009:
ERAMBREER(BE)  BRMBESEN HKFRSs (Amendments) Improvements to HKFRSs
2008 FRIBGE " 2008’
FEBRERNIREE  WELR - £REEH HKFRS 1 and HKAS 27 Cost of an Investment in a
g7 (B30 ERABLLARN (Amendments) Subsidiary, Jointly Controlled
REKK Entity or Associate
ERAMBRERER2(BY) RDAERNOMAR HKFRS 2 (Amendment) Share-based Payment —
—BBGY Vesting Conditions and
Cancellations
BEGIEN23 (%) ERAE HKAS 23 (Revised) Borrowing Costs
BRI ERRRER RRRELNDLER HKAS 32 and HKAS 1 Puttable Financial Instruments
SRR (k) TARER (Amendments) and Obligations Arising on
Liquidation
BB RERARE ERRARITETA HK(IFRIC)-Int 9 and HKAS  Reassessment of Embedded
£EE - %E9 39 (Amendments) Derivatives
REBEHER30
(%)
EEYBRERARE RESHEE HK(IFRIC)-Int 13 Customer Loyalty Programmes
Z88 — BB
BANBREEBREZR BREHEAD HK(IFRIC)-Int 15 Agreements for the
g —RB15 Construction of Real Estate
BEMBBERARRER  WIERREFEYNS HK(IFRIC)-Int 16 Hedges of a Net Investment in
g —%E16 a Foreign Operation
EEMERELAREEE REEFEEER HK(IFRIC)-Int 18 Transfers of Assets from
& —%E1 Customers?

! BREAMBHREENESRIHEF
ENERDEEMRLEEE | 2BK
RER—F—FF— A — BB
B FEREERI - HBRBITHA
EEfMEm —_FTTAFOA-A
FRYA 0 AR A -

2 EBRER-_FEFAFLA—BRK
ZEFIERESNEREE -

Rz SRz ETRREL BHAE
ERERMBERABREATE -

! Effective for the Group for annual period beginning 1 April 2009
except the amendment to HKFRS 5 “Non-current Assets Held
for Sale and Discontinued Operations” which is effective for
annual period beginning 1 January 2010.

2 Effective for transfer of assets received on or after 1 July 2009.

The adoption of these amendments to standards and
interpretations did not result in a significant impact on the
results and financial position of the Group.

47 EHNBFERAERSA

Daiwa Associate Holdings Limited
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31 March 2010

2. BEESHBE#SE® 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)

(a) WEBEE) (a)

THER - ERIZAEFT RREDHMS
BRFARMNRERE L BMIRF RN

ERMREERA(ER)  BEMBREEY
2009 F A
ERUBRERAER)  BRUBREEY
2010 fhiE?
FREHEAZURBI) BEATHRE
ERGHENEARBY) ARRBUMEERL

EREERERAR(ER) HRR?
ERETENE0REYR) AERHHEE
EEMBRSENE 1R BARGERAVHRE

(8T) A
EAUEREENE T BREMNE 2 BMhe!
(B3
EAUBREENE R EBNRERENNRG
(%) BEBNTARS!
EFEMBRERAZIR 2B
(31)
BERBREEN sRIAS
EE (AR BRERE BEHERER R
RESRBLE 14
(%)
BE(ERMBRLRE AEEHAAD R
ZEE)MBLEY FREEE"
EE(ERyBRLRE IARATAKEE R
ZRE)REAL19 R

! HAKRBMMER2010F4A18R

M EE R ER -

2 HAEBMER2011F4818H
IR EE ML -

e HAE®MMER2013F4818H

ERE R B ER -

RN EBH B RELENEIFREL)
BEEBETERBE27TH(EEBT UK
EEMNEERI BRI A ER
R 20105 4 A1 B ABRBEND
EOft o WHEERERERN  EEEHK
MEMER R ZEITRRETEY
FEFMEBERTBRRERERTE o

(b) EGHER (b)

AHMBBREBARRREZENE
AABEZAZ=T-HIEZHBHRE -
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Dalwa Associate Holdings Limited

Basis of preparation (continued)

The following standard, amendments to standards and
interpretations have been issued but are not effective for the
year and have not been early adopted:

HKFRSs (Amendments) Improvements to HKFRSs
2009°

HKFRSs (Amendments) Improvements to HKFRSs
20102

HKAS 24 (Revised) Related Party Disclosures?

HKAS 27 (Revised) Consolidated and Separate
Financial Statements’

HKAS 32 (Amendment) Classification of Rights Issues?

HKAS 39 (Amendment) Eligible Hedged Items'

HKFRS 1 (Revised) First-time Adoption of HKFRS'

HKFRS 1 (Amendment) Additional Exemptions for First-
time Adopters’

HKFRS 2 (Amendment) Group Cash-settled Share-
based Payment Transactions’

HKFRS 3 (Revised) Business Combinations’

HKFRS 9 Financial Instruments?®

HK(IFRIC)-Int 14 Prepayments of a Minimum

(Amendment) Funding Requirment?

HK(IFRIC)-Int 17 Distributions of Non-cash
Assets to Owners!

HK(IFRIC)-int 19 Extinguishing Financial
Liabilities with Equity
Instruments’

' Effective for the Group for annual period beginning 1 April 2010
2 Effective for the Group for annual period beginning 1 April 2011

3 Effective for the Group for annual period beginning 1 April 2013

The effect that the adoption of HKFRS 3 (Revised) and HKAS
27 (Revised) will have on the results and financial position of
the Group will depend on the incidence and timing of business
combinations occurring on or after 1 April 2010. The directors
anticipate that the adoption of other standards, amendments
to standards and interpretations will not result in a significant
impact on the results and financial position of the Group.

Consolidation
The consolidated financial statements include the financial

statements of the Company and all of its subsidiaries made up
to 31 March.
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31 March 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)

{b) Consolidation (continueq)

(i

Subsidiaries

Subsidiaries are 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. 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.

The purchase method of accounting is used to account
for the acquisition of subsidiaries by the Group. The
cost of an acquisition is measured at 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. Identifiable 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.

Inter-company transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated.
Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the policies
adopted by the Group.

49 M EEEKREHE A
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31 March 2010

2. EERGBESEw 2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

(b) SHEREE) (b)

Consolidation (continued)

U HEAE(E) (i)

Subsidiaries (continued)

RHBRRAZREEAREE

In the Company’s balance sheet the investments

ERBERUKTENBRERS in subsidiaries are stated at cost less accumulated
BREARMDMA)  -HEA A impairment losses, if any. The results of subsidiaries are
ZEEHRAQRIRERRERK accounted for by the Company on the basis of dividends
R B EEAER - received and receivable.

(ii) PR FREXE (ii) Transactions with minority interests
AEBRMT —HHEK  BH The Group applies a policy of treating transactions with
MO RETZXBE M minority interests as transactions with parties external
AEB UMM ATETEHR to the Group. Disposals to minority interests result in
e MPEREETHLEM gains and losses for the Group and are recorded in the
BYRAEENRABRE6FE consolidated income statement. Purchases from minority
KRR - ALBRFETES interests result in goodwill, being the difference between
MEBNEEEERAIAN any consideration paid and the relevant share acquired
E AT X 18 B2 A A 1 {5 A U 8 B of the carrying value of net assets of the subsidiary.
BARREECREENER -

(i) BHWEFLF (iii)  Associated companies

BEAREMAEREEHESR
EAREIMEBEEFENE
B BEMTH20%-50% 1K F
HHRRE  BERRRENE
BEFHEARR + VI6 PARK AN
R AEERBERRAZERE
BELESERNNEHEANR
R ERR) -

AEBEERBREE QAN
BARBRREHIBERAME
R MEERBRERNERE
AIREBERAER - RERE

Associated companies are all entities over which the
Group has significant influence but not control, generally
accompanying a shareholding of between 20% and
50% of the voting rights. Investment in an associated
company is accounted for using the equity method
of accounting and is initially recognised at cost. The
Group’s investment in an associated company includes
goodwill identified on acquisition, net of any impairment
loss.

The Group’s share of its associated company’s post-
acquisition profits or losses is recognised in the
consolidated income statement, and its share of post-
acquisition movements in reserves is recognised in

BEEeRBRIT ZWELHES reserves. The cumulative post-acquisition movements
By e A - IARKEES are adjusted against the carrying amount of the
—RBE QR ZEBENE investment. When the Group’s share of losses in an

BEHEZBERR 2 HEE B
BEMRAE EHKHOEE
REERRNREFBRZEY
i AEETERIBE—S
Bl REFSECRBER
BIABREESELAR -

BAEFERERALF 50

Daiwa Associate Holdings Limited

associated company equals or exceeds its interest
in the associated company, including any long-term
interest that, in substance, form part of the Group’s
net investment in the associated company, the Group
does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the
associated company.
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31 March 2010

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2. EE®HBEHBE#w 2.

(b) S0tRB (&) (b)  Consolidation (continued)

(i) BELF(E) (iii)  Associated companies (continued)
AEEEREBENRZBES Unrealised gains on transactions between the Group
NABERUSREEEHE R and its associated company are eliminated to the extent
AIERNSENE  BRERS of the Group’s interests in the associated company.
RUEMBEEEREZEE Unrealised losses are also eliminated uniess the
GRIABEREBIN TN - transaction provides evidence of an impairment of the
BMERNRNEHTRECKEEE asset transferred. Accounting policies of the associated
EHE  UEREAEERF company have been changed where necessary to ensure
ROBE/RE 8 - consistency with the policies adopted by the Group.

(iv) REZZHEN (iv]  Jointly controlled entity

HREESEBEYRKILE
CABRENEBERZE
EhE ETESRe¥ETHHR
BlEm - aEBREETAHR
HMERBER EAESTZH
BHRHATREHEHER
ZEEES R LRI o

RE G B RR A RIZHIRE
ZRENEBEEAR W
WIERRAER - AEE BN
e R IR g el
BEERAHFBRER  ME
BB R R AR B RN R A
R REUBREDREER
EERE - A EEEG*R
BHERBZBRAFNLBE
ERZARZESERZRE(R
REARAE LERASER
HEZHEBBHREFEZ
KR ARETEE—F
BRABE BIEFAKEERE
HRAZHEBEABEEBERTR -

A jointly controlled entity is an entity established under a
contractual arrangement whereby the Group and other
parties undertake an economic activity which is subject
to a joint control and none of the participating parties
has unilateral control over the economic activity.

In the consolidated financial statements, investment
in a jointly controlled entity is accounted for by the
equity method of accounting and is initially recognised
at cost. The Group’s share of post-acquisition profits
or losses of the jointly controlled entity is recognised
in the consolidated income statement, and its
share of post-acquisition movements in reserves is
recognised in reserves. The cumulative post-acquisition
movements are adjusted against the carrying amount
of investment. When the Group’s share of losses in the
jointly controlied entity equals or exceeds its interest
in the jointly controlled entity, including any long-term
interest that, in substance, form part of the Group’s
net investment in the jointly controlled entity, the Group
does not recognise further losses, unless it has incurred
obligation or made payments on behalf of the jointly
controliled entity.
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31 March 2010

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(b)

(c)

(d)

Consolidation (continueq)
(iv) Jointly controlled entity (continued)

Unrealised gains on transactions between the Group
and its jointly controlled entity are eliminated to the
extent of the Group’s interest in the jointly controlled
-entity. Unrealised losses are also eliminated unless the
transactions provide evidence of an impairment of the
assets transferred. Accounting policies of the jointly
controlled entity has been changed where necessary
to ensure consistency with the policies adopted by the
Group.

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 executive
directors that make strategic decisions.

Foreign currency translation
(i) Functional and presentation currency

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

(ii) Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions or valuation where items
are re-measured. 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 income statement.
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31 March 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(d) Foreign currency translation (continued)

(iii)

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;

(ii) 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 dates of the
transactions); and

(iii) all resulting exchange differences are recognised
as a separate component of equity.

On consolidation, exchange differences arising from the
translation of the net investment in foreign operations,
and of borrowings and other currency instruments
designated as hedges of such investments, are taken
to shareholders’ equity. When a foreign operation is
partiaily disposed of or sold, exchange differences
that were recorded in equity are recognised in the
consolidated income statement as part of the gain or
loss on sale.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at the
closing rate.
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31 March 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLIC'ES (continued)

(e)

(f)

Leasehold land and land use rights

Leasehold land and land use rights are stated at cost less
accumulated amortisation and accumulated impairment losses,
if any. Cost mainly represents consideration paid for the rights
to use the land on which various plants and buildings are
situated for a period ranging from 38 to 69 years from the date
the respective right was granted. Amortisation of leasehold land
and land use rights is calculated on a straight-line basis over the
period of leases.

Property, plant and equipment

Property, plant and equipment other than construction-
in-progress are stated at historical cost less accumulated
depreciation and accumulated impairment losses. Historical
cost includes purchase price of the asset, costs transferred
from construction in progress and any directly attributable costs
of bringing the asset to the working condition and location for
its intended use.

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
income statement during the period in which they are incurred.

Depreciation of property, plant and equipment is calculated
using the straight-line or reducing balance methods to allocate
cost of each asset to their residual values over their estimated
useful lives, as follows:

Buildings

Plant and machinery

Leasehold improvements, furniture,
fixtures and equipment reducing balance 10% to 33%

Motor vehicles reducing balance 15% to 33%

Moulds and tooling reducing balance 15% to 50%

straight-line 2%
reducing balance 15%

Assets held under finance leases are depreciated on the same
basis as described above.
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31 March 2010

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

M

(9)

Property, plant and equipment (continued)

The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at each balance sheet date. An asset’s
carrying amount is written down immediately to its recoverable
amount if the asset’s carrying amount is greater than its
estimated recoverable amount (Note 2(h)).

Gains and losses on disposals of property, plant and equipment
are determined by comparing the proceeds with the carrying
amount and are recognised in the income statement.

Construction-in-progress represents factory premises under
construction and is stated at cost less accumulated impairment
losses, if any. Cost includes the costs of construction, interest
charges arising from borrowings used to finance these assets
during the period of construction and other direct costs
attributable to the construction. All other borrowing costs are
expensed. No provision for depreciation is made on construction
in progress until such time as the relevant assets are completed
and ready for the intended use. When the assets concerned are
brought into use, the costs are transferred to property, plant
and equipment and depreciated in accordance with the policy
as stated above.

Goodwill

Goodwill represents the excess of the cost of an acquisition
over the fair value of the Group’s share of the net identifiable
assets of the acquired subsidiaries at the date of acquisition.
Goodwill is tested annually for impairment and is carried at cost
less accumulated impairment losses, if any. impairment losses
on goodwill are not reversed. Gains and losses on the disposal
of an entity include the carrying amount of goodwill relating to
the entity sold.

Goodwill is allocated to cash-generating units for the purpose
of impairment testing. The allocation is made to those cash-
generating units or groups of cash-generating units that are
expected to benefit from the business combination in which the
goodwill arose identified according to operating segment.
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31 March 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(h)

Impairment of investments in subsidiaries, an associated
company, and a jointly controlled entity and non-financial
assets

Assets that have an indefinite useful life or are not yet available
for use are not subject to amortisation/depreciation, and are
at least tested annually for impairment. Assets are reviewed
for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An
impairment loss is recognised for the amount by which the
asset’'s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less
costs to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (“cash-generating
units”). Non-financial assets other than goodwill that suffered an
impairment are reviewed for possible reversal of the impairment
at each reporting date.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (cash generating unit) is increased to the
revised estimate of its recoverable amount to the extent that
the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment
loss been recognised for the asset (cash-generating unit) in
prior years. A reversal of an impairment loss is recognised
immediately in the income statement.

Impairment testing of the investments in subsidiaries, associated
company and jointly controlled entity is required upon receiving
dividends from these investments if the dividend exceeds the
total comprehensive income of the subsidiaries, associated
company or jointly controlled entity in the period the dividend
is declared or if the carrying amount of the investment in the
separate financial statements exceeds the carrying amount
in the consolidated financial statements of the investee’s net
assets including goodwill.
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31 March 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)

(0

Financial Assets

The Group classifies its financial assets into the following
categories: at fair value through profit or loss, loans and
receivables and available-for-sale. The classification depends
on the purpose for which the financial assets were acquired.
Management determines the classification of its financial assets
at initial recognition.

(a)

(b)

(c)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are
financial assets held for trading. A financial asset is
classified in this category if acquired principally for
the purpose of selling in the short term. Derivatives
are also categorised as held for trading unless they
are designated as hedges. Assets in this category are
classified as current assets.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determined payments that are not quoted
in an active market. They are included in current assets,
except for maturities greater than 12 months after the
end of the reporting period. These are classified as
non-current assets. The Group’s loans and receivables
include trade and notes receivables, amount due from
an associated company, other receivables and cash and
cash equivalents in the consolidated balance sheet.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
that are either designated in this category or not
classified in any of the other categories. They are
included in non-current assets unless management
intends to dispose of the investment within 12 months at
the end of the reporting period.
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31 March 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

U]

Financial Assets (continued)

Regular purchases and sales of financial assets are recognised
on the trade-date — the date on which the Group commits to
purchase or sell the asset. Investments are initially recognised
at fair value plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial assets
carried at fair value through profit or loss are initially recognised
at fair value, and transaction costs are expensed in the income
statement. 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. Available-for-sale financial
assets and financial assets at fair value through profit or loss
are subsequently carried at fair value. Loans and receivables
are subsequently carried at amortised cost using the effective
interest method.

Gains or losses arising from changes in the fair value of the
‘financial assets at fair value through profit or loss’ category are
presented in the income statement within ‘other gains — net’ in
the period in which they arise. Dividend income from financial
assets at fair value through profit or loss is recognised in the
income statement as part of other income when the Group’s
right to receive payments is established.

Changes in the fair value of monetary securities denominated
in a foreign currency and classified as available-for-sale are
analysed between translation differences resulting from changes
in amortised cost of the security and other changes in the
carrying amount of the security. The translation differences on
monetary securities are recognised in the income statement;
translation differences on non-monetary securities are
recognised in other comprehensive income. Changes in the
fair value of monetary and non-monetary securities classified
as available-for-sale are recognised in other comprehensive
income.

When securities classified as available-for-sale are sold or
impaired, the accumulated fair value adjustment recognised in
equity are included in the income statement.
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31 March 2010

SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)

(i)

(i)

(k)

Financial Assets (continued)

Interest on available-for-sale securities calculated using the
effective interest method is recognised in the income statement
as part of other income. Dividends on available-for-sale equity
instruments are recognised in the income statement as part
of other income when the Group’s right to receive payments is
established.

Derivative financial instruments

Derivatives are initially recognised at fair value on the date
a derivative contract is entered into and are subsequently
remeasured at their fair values. The method of recognising the
resulting gains or losses depends on whether the derivative
is designated and qualified as a hedging instrument, and if
so, the nature of the item being hedged. Since the derivative
financial instruments entered into by the Group do not
qualify for hedge accounting, changes in the fair value of any
derivative instruments are recognised immediately in the income
statement.

Impairment of financial assets

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

The Group first assesses whether objective evidence of
impairment exists. The amount of the loss is measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the financial
asset's original effective interest rate. The asset’s carrying
amount is reduced and the amount of the loss is recognised in
the income statement.
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31 March 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)

(k)

U]

Impairment of financial assets (continued)

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

In the case of equity investments classified as available-for-sale,
a significant or prolonged decline in the fair value of the security
below its cost is also evidence that the assets are impaired. If
any such evidence exists for available-for-sale financial assets,
the cumulative loss — measured as the difference between the
acquisition cost and the current fair value, less any impairment
loss on that financial asset previously recognised in profit or
loss — is removed from equity and recognised in the separate
consolidated income statement. Impairment losses recognised
in the separate consolidated income statement on equity
instruments are not reversed through the separate consolidated
income statement.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined by using the weighted average
method. The cost of finished goods and work in progress
comprises raw materials, direct labour, other direct costs and
related production overheads (based on normal operating
capacity). It excludes borrowing costs. Net realisable value is
the estimated selling price in the ordinary course of business,
less applicable variable selling expenses.
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31 March 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)

(m)

{n)

(o)

Trade and other receivables

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. 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 assets
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 to the income statement.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held
at call with banks and bank overdrafts. Bank overdrafts are
shown within borrowings in current liabilities on the balance
sheet.

Financial liabilities and equity

Financial liabilities and equity instruments issued by the Group
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial
liability and an equity instrument. Financial liabilities (including
trade and other payables) are initially measured at fair value,
and are subsequently measured at amortised cost, using the
effective interest method. An equity instrument is any contract
that does not meet the definition of financial liability and
evidences a residual interest in the assets of the Group after
deducting all of its liabilities.

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

Where any group company purchases the Company’s equity
share capital, the consideration paid, including any directly
attributable incremental costs, is transferred from retained
profits to capital redemption reserve.
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31 March 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)

(p)

{q)

n

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
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.

Borrowing costs

Borrowing costs incurred for the construction of any qualifying
asset are capitalised during the period of time that is required
to complete and prepare the asset for its intended use. All other
borrowing costs are charged to the income statement in the
period in which they are incurred.

Current and deferred income tax

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

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



BA 7% ¥R B A

Notes to the Financial Statements

—E-FFE-F-+—H

2. EESHBERBEwm

n

BURBEFRBR(E)

ELEFRBRITREERBRZHERE
RUBREFAREREE MERZE
B REEL 28RE - AT - MET
FBRNELEERR S (EHEHERN)
THEERRBEZIVIHER  MXZE
BYEZEETHERBBNRER
AITEFIR - BEMBHIIAREER
EREGRERBEGZHR(REAR)E
o UTEHRBRABRERSHEE
HERBELEHSHAERER -

PR E RSB E TR A& A 8E
HRERDUENMAEEEEREZER
MR o

BR P 7 Sk B AT 45 6 R ) G O R
R RZERE|TATRERAIALE
KED - AEBRNMBELR  BEQ
EABEZEHEBIREMELTRE
BIELREFSBIEE -

MAEERBBEERTCETHERMER
BERZHASHABAEHKH ERN
RiHECEHEREERABSRE—H
BRAHREERBBKOAEHETE
BEEREERFEAEMRELH &
EFREREERRBEFALRE -

31 March 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (continued)

n

Current and deferred income tax (continued)

Deferred income tax is recognised, using the liability method, on
temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts for financial reporting
purposes. However, the deferred income tax is not accounted
for if it arises from initial recognition of an asset or a liability in a
transaction other than a business combination that at the time
of the transaction affects neither accounting non-taxable profit
or loss. Deferred income tax is determined using tax rates (and
laws) that have been enacted or substantively enacted by the
balance sheet date and are expected to apply when the related
deferred income tax asset is realised or the deferred income tax
liability is settled.

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

Deferred income tax is provided on temporary differences
arising on investments in subsidiaries, associated company and
jointly controlled entity, 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 legally enforceable rights to offset current tax assets against
current tax liabilities and when the deferred income tax assets
and liabilities relate to income taxes levied by the same taxation
authority on either the taxable entity or different taxable entities
where there is an intention to settle the balance on a net basis.
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31 March 2010

2. EE®RGBERSIE® 2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

(s) EREFR (s) Employee benefits

i) Bk HF (i) Pension obligations
AEELEETAHRABER The Group participates in various defined contribution
BEEZAMNRTRFEIERK retirement benefit plans which are available to all relevant
BRHE - ZEHE —RUMA employees. These plans are generally funded through
BRI T8I Bt ERE payments to schemes established by government or
SENRBZHFNEE - RE trustee-administered funds. A defined contribution
RIFFHEEAE@ARE - & plan is a pension plan under which the Group pays
HNFEEEEAB Y EEED contributions on a mandatory, contractual or voluntary
HRZERSEHE - HESY basis into a separate entity. The Group has no legal or
BEHNEERAERBAEBHM constructive obligations to pay further contributions
ZEBRBRAMAEEEXMTE if the fund does not hold sufficient assets to pay all
Fl AEBYBETEHIHETR employees the benefit relating to employee service in the
EELHE—PHK - current and prior periods.
RARFEIZHAEHRZTEZ2HE All contributions to pension plans are fully and
BT - AEBIH/ARET immediately vested and the Group had no unvested
ZABFILAR A G SRAREK o benefits available to reduce its future contributions.

(ii} JEALEH Y (ii) Bonus plan
EXSEEREEERHEZRD The expected cost of bonus payments is recognised
MEABRBETKEEEL as a liability when the Group has a present legal or
MZEEEHAIRMGES - B constructive obligation as a result of services rendered
BRI 2 THRT AN 1§ 1 by employees and a reliable estimate of the obligation
BYABE BBEERZIEL can be made. Liabilities of bonus plan are expected to
ZRBEBEHBET-_EAAX be settled within twelve months and are measured at the
N WABEHBAZ & B amounts expected to be paid when they are settled.
H o

(i) EEEEHR (iii)  Employee leave entitlements

& B EFEREMNN B R EFH
BR - AREAREERELE
HUEERHNOREMZRNF
BRAOMEET R EEL S -

BEEENRBREBRRAR
BT THER ©

GERMEEBRRAERQAE 64
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Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result of
services rendered by employees up to the balance sheet
date.

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.
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31 March 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

t)

(u)

Leases (as the lessee)
(i) Finance leases

Leases of property, plant and equipment that
substantially transfer to the Group all the risks and
rewards of ownership of assets are classified as finance
leases. Finance leases are capitalised at the inception
of the lease at the lower of the fair value of the leased
assets and the present value of the minimum lease
payments. Each lease payment is allocated between
the liability and finance charges so as to achieve a
constant rate on the finance balance outstanding. The
corresponding rental obligations, net of finance charges,
are included in current and non-current liabilities, where
appropriate. The interest element of the finance cost is
charged to the income statement over the lease period
sO as to produce a constant periodic rate of interest on
the remaining balance of the liability for each period.

(ii) Operating 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) are charged to the income statement on a
straight-line basis over the lease periods.

Revenue and income 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
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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31 March 2010

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(u)

v)

Revenue and income recognition (continued)

(i) Sales of goods
Revenue from the sale of goods is recognised when a
group entity has delivered products to the customer, the
customer has accepted the products and collectivity of
the related receivables is reasonably assured.

(ii) Interest income

Interest income is recognised using the effective interest
method.

(iii) Rental income

Rental income under operating leases is recognised on
a straight-line basis over the lease periods.

Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s financial statements
in the period in which the dividends are approved by the
Company’s shareholders or directors, where appropriate.

FINANCIAL RISK MANAGEMENT

3.1

Financial risk factors

The Group’s activities expose it to a variety of financial risks:
foreign exchange risk, price risk, credit risk, liquidity risk, and
cash flow and fair value interest-rate risks. The Group’s overall
risk management programme focuses on the unpredictability
of financial markets and seeks to minimise potential adverse
effects on the Group’s financial performance.

Management regularly monitors the financial risks of the Group.
The use of derivative financial instruments to hedge certain
risk exposures is governed by the Group’s policies approved
by the Board of Directors of the Company. The Group would
occasionally enter into certain forward foreign exchange
contracts to manage its exchange risks. The Group does not
use derivative financial instruments for speculative purposes.
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31 March 2010

FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

(a)

Foreign exchange risk

The Group mainly operates in Hong Kong, the Mainland
China and Canada with most of the transactions settled
in United States dollar (“US$”), HK$, Chinese Renminbi
(“RMB”) and Canadian dollar {"CAD"). Foreign exchange
risk arises when future commercial transactions or
recognised assets or liabilities are denominated in a
currency that is not the entity’s functional currency. The
Group is exposed to foreign exchange risk from various
currency exposures, primarily with respect to US$, CAD
and RMB. Since HK$ is pegged to US$, management
are of the opinion that the exchange rate risk exposure
arising from US$ is insignificant.

Management has a policy to require group companies
to manage their foreign exchange risk against their
functional currencies. It mainly includes managing the
exposures arise from sales and purchases made by the
relevant group companies in currencies other than their
own functional currencies. The Group also manages
its foreign exchange risk by performing regular reviews
of the Group’s net foreign exchange exposures and
would consider the use of foreign exchange contracts to
manage its foreign exchange risks, where appropriate.
As at 31 March 2010, the Group did not have any
outstanding foreign exchange contracts.

As at 31 March 2010, the amount due from an
associated company, certain of the Group’s receivables,
cash and bank balances and trade payables were also
denominated in foreign currencies, details of which have
been disclosed in the respective notes to the financial
statements.

At 31 March 2010, if HK$ had weakened/strengthened
by 5% against RMB, with all other variables held
constant, post-tax loss for the year (2009: post-tax
profit) would have been approximately HK$160,000
lower/higher (2009: HK$161,000 lower/higher), mainly as
a result of foreign exchange gains/losses on translation
of RMB-denominated financial assets and liabilities.
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3.

31 March 2010

FINANCIAL RISK MANAGEMENT (continuea)

3.1

Financial risk factors (continued)

(a)

(b)

(c)

Foreign exchange risk (continueq)

At 31 March 2010, if CAD had weakened/strengthened
by 5% against USD, with all other variables held
constant, post-tax loss for the year (2009: post-tax
profit) would have been approximately HK$524,000
higher/lower (2009: HK$538,000 lower/higher),
mainly as a result of foreign exchange losses/gains on
translation of CAD-denominated financial assets and
liabilities.

Price risk

The Group is exposed to equity securities price risk in
respect of investments held by the Group which are
classified as available-for-sale. As the available-for-sale
financial assets are relatively insignificant to the Group,
management considers that any reasonable changes
in the fair value of the available-for-sale financial assets
would not have a significant financial impact to the
financial statements. Accordingly, no sensitivity analysis
is presented thereon.

Credit risk

The Group has no significant concentrations of credit
risk. The carrying amounts of cash at bank, derivatives
financial instruments, trade and notes receivables,
deposits and other receivables and amount due from
an associated company included in the consolidated
balance sheet represent the Group’s maximum exposure
to credit risk in relation to its financial assets.

Substantially all of the Group’s cash at bank are
deposited in major financial institutions located in
Hong Kong, the Mainland China and Canada, which
management believes are of high credit quality.
Management does not expect any losses arising from
non-performance by these counterparties.

The Group also has policies in place to ensure that sale
of products are made to customers with an appropriate
credit history and the Group performs periodic credit
evaluations of its customers. Normally the Group does
not require collaterals from trade debtors.
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31 March 2010

FINANCIAL RISK MANAGEMENT (continuea)

31

Financial risk factors (continued)

(c)

Credit risk (continued)

As at 31 March 2009 and 2010, included in other
receivables of the Group was a loan due from an
independent third party company of HK$3,868,000,
details of which have been disclosed in note 26. The
amount was originally scheduled to be repayable by
23 September 2008 whereby it was mutually agreed
between the Group and the third party to extend the
relevant terms of the agreement, as detailed in note
26, to 30 November 2009 and the amount has become
repayable on demand thereafter. The directors have
assessed the financial strength of the third party and are
of the opinion that credit risk for non-performance by
this third party is relatively low such that the receivable
could either be recovered through repayment or through
acquisition of the relevant equity interest in the company.

The amount due from an associated company is mainly
arisen from trading transactions with the associated
company, details of which are disclosed in note 40. As
at 31 March 2010, the amount due from the associated
company of HK$4,382,000 was overdue but not
considered to be impaired as these receivables are
secured by the assets of the associated company and
continuous settlement have been received. The directors
are of the opinion that as the Group has significant
influence over the financial and operating decision
of the associated company, the risk of default from
the associated company is relatively low and do not
anticipate any losses arising from non-performance by
the counterparty.

Management makes periodic collective assessment as
well as individual assessment on the recoverability of
trade and other receivables, including amount due from
an associated company, based on historical payment
records, the length of the overdue period, the financial
strength of the trade and other debtors and whether
there are any disputes with the relevant debtors. The
Group’s historical experience in collection of trade and
other receivables falls within the recorded allowances
and directors are of the opinion that adequate provision
for uncollectible receivables has been made in these
financial statements.
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3.

31 March 2010

FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

(d)

Liquidity risk

Prudent liquidity management implies maintaining
sufficient cash and cash equivalents and the availability
of funding through an adequate amount of committed
credit facilities.

The Group’s primary cash requirements have been
for additions of and upgrades on property, plant and
equipment, settlement of borrowings, payment for
trade and other payables and payment for operating
expenses. The Group mainly finances its working
capital requirements through a combination of internal
resources and bank borrowings, as necessary.

The Group’s policy is to regularly monitor current and
expected liquidity requirements to ensure it maintains
sufficient cash and cash equivalents and adequate
amount of committed credit facilities to meet its liquidity
requirements in the short and long term.

The table below analyses the Group’s financial liabilities
and net-settled derivative financial liabilities into relevant
maturity groupings based on the remaining period at
the balance sheet date to the contractual maturity date.
The amounts disclosed in the table are the contractual
undiscounted cash flows based on the earliest date on
which the Group can be required to pay.
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EBERREEMENRE Accruals and other payables
ZETAFE=ZA=+-8H At 31 March 2009
RITER Borrowings
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31 March 2010

FINANCIAL RISK MANAGEMENT (continued)

ial risk factors (continued)

Liquidity risk (continued)

—£ZRE ZEZRE

—£R Between Between
Within 1 year 1 and 2 years 2 and § years
FET FET FET
HK$'000 HK$'000 HK$'000
196,638 19,757 17,955
258,709 —_ -
20,189 - -
165,353 35,309 -
138,826 - -
18,102 - -
34 - -

As at 31 March 2010 and 2009, all the Company’s
financial liabilities were due for settlement contractually
within 12 months.

Cash flow and fair value interest-rate risk

The Group’s income and operating cash flows are
substantially independent of changes in market interest
rates. The Group has no significant interest-bearing
assets except for the cash at bank, details of which are
disclosed in note 27. The Group’s exposure to changes
in interest rates is mainly attributable to its bank
borrowings, details of which are disclosed in note 28.
Borrowings carried at floating rates expose the Group
to cash flow interest rate risk whereas those carried at
fixed rates expose 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.

71 AR EEERAR AL
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3.

31 March 2010

FINANCIAL RISK MANAGEMENT (continued)

3.1

3.2

Financial risk factors (continued)

(e)

Cash flow and fair value interest-rate risk
(continued)

As at 31 March 2010, if the interest rates on borrowings
had been 50 basis points higher/lower, with all other
variables held constant, post-tax loss for the year
would have been HK$330,000 higher/lower (2009 post-
tax profit would have been HK$291,000 lower/higher),
mainly as a result of higher/lower interest expense on
floating rate borrowings.

Fair value estimation

Effective from 1 April 2009, the Group adopted the amendment
to HKFRS 7 for financial instruments that are measured in the
balance sheet at fair value, this requires disclosure of fair value
measurements by level of the following fair value measurement
hierarchy:

Quoted prices (unadjusted) in active markets for identical
assets or liabilities (level 1).

Inputs other than guoted prices included within level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is derived
from prices) (level 2}.

Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs)
(level 3).

As at 31 March 2010 and 2009, all the resulting fair value
estimates on the available-for-sale financial assets are included
in level 1, whereas those of the derivative financial instruments
are included in level 2.
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31 March 2010

FINANCIAL RISK MANAGEMENT (continueq)

3.2

Fair value estimation (continued)

The fair value of financial instruments trade in active markets
is based on quoted market prices at the balance sheet date.
A market is regarded as active if quoted prices are readily and
regularly available from an exchange, dealer, broker, industry
group, pricing service, or regulatory agency, and those prices
represent actual and regularly occurring market transactions
on an arm’s length basis. The quoted market price used for
financial assets held by the Group is the current bid price.
These instruments are included in level 1. Instruments included
in level 1 comprise primarily equity investments classified as
available-for-sale which are publicly traded in the Hong Kong
Stock Exchange.

The fair value of financial instruments that are not traded in
an active market (for example, over-the-counter derivatives)
is determined by using valuation techniques. These valuation
technigues maximise the use-of observable market data where
it is available and rely as little as possible on entity-specific
estimates. If all significant inputs required to fair value an
instrument are observable, the instrument is included in level 2.

If one or more of the significant inputs is not based on
observable market data, the instrument is included in level 3.

The fair value estimates on forward foreign currency contracts
as at 31 March 2009 was determined primarily based on
forward exchange rates at the balance sheet date and are
included in level 2.
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3.

31 March 2010

FINANCIAL RISK MANAGEMENT (continueq)

3.3

Capital risk management

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.

The Group manages the capital structure and makes
adjustments to it in the light of changes in economic conditions.
In order to maintain or adjust the capital structure, the Group
may adjust the dividend payments to shareholders, return
capital to shareholders, issue new shares or to obtain new bank
borrowings.

The Group also 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 (include current and
non-current borrowings as shown in the consolidated balance
sheet) less cash and cash equivalents. Total capital is calculated
as “equity”, as shown in the consolidated balance sheet, plus
net debt.
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31 March 2010

3. MEBERBEREEw 3. FINANCIAL RISK MANAGEMENT (continued)

3.3

REBBREERE) 3.3 Capital risk management (continued)

W-E-FER-PEAF=H=+—

BEg (L 28) Total borrowings (Note 28)
B ReRRSEEW(HF27) Less: Cash and cash equivalents (Note 27)

BB EE Net debt
R Total equity
BER Total capital
ERBELE Gearing ratio

AEE KEZEAABLRAUREX
K o

R-Z-FF=A=+—0 %E7F
& & B 4 58 4) /& 349,302,000 % 7T
(ZZFZT A% :331,64500087C) ' M
H 201,117,000 T(ZFE TN EF :
231,614,000 7T) EREBEFER -

The table below analyses the Group’s capital structure as at 31
A BELENT : March 2010 and 2009:

—e-% —TEA
2010 2009
FET FHT
HK$’000 HK$'000
230,951 195,841
(166,627) (124,556)
64,324 71,285
361,000 384,571
425,324 455,856
15% 16%

There is no material change in the Group’s gearing ratio during the year.

As at 31 March 2010, the total banking facilities made available to
the Group amounting to approximately HK$349,302,000 (2009:
HK$331,645,000) of which approximately HK$291,117,000 (2009:
HK$231,614,000) was utilised by the Group.
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31 March 2010

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENT

Estimates and judgements used in preparing financial statements
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 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 discussed below.

(a) Useful lives, residual values and depreciation of property,
plant and equipment

The Group’s management determines the estimated useful lives,
residual values and related depreciation charges for its property,
plant and equipment, other than construction-in-progress, with
reference to the estimated periods that the Group intends to
derive future economic benefits from use of these assets. This
estimate is based on the historical experience of the actual
useful lives of property, plant and equipment of similar nature
and functions. Management will revise the depreciation charge
where useful lives or residual values are different to that of
previously estimated, or it will write-off or write-down technically
obsolete or non-strategic assets that have been abandoned or
sold.

Actual economic lives may differ from estimated useful lives and
actual residual values may differ from estimated residual values.
Periodic review could result in a change in depreciable lives and
residual values and therefore depreciation expense in future
periods.

(b) Impairment of non-financial assets

The Group tests at least annually whether goodwill has suffered
any impairment (Note 17). Other non-financial assets including
property, plant and equipment and leasehold land and land use
rights are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount may not be
recoverable. The recoverable amounts have been determined
based on value-in-use calculations or fair value less costs to
sell. These calculations require the use of judgements and
estimates.
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31 March 2010

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENT (continued)

(b)

(c)

(d)

Impairment of non-financial assets (continued)

Management judgement is required in the area of asset
impairment particularly in assessing: (i) whether an event has
occurred that may indicate that the related asset values may
not be recoverable; (ii) whether the carrying value of an asset
can be supported by the recoverable amount, being the higher
of fair value less costs to sell and net present value of future
cash flows which are estimated based upon the continued
use of the asset in the business; and (iii) the appropriate key
assumptions to be applied in preparing cash flow projections
including whether these cash flow projections are discounted
using an appropriate rate.” Changing the assumptions selected
by management in assessing impairment, including the
discount rates or the growth rate assumptions in the cash flow
projections, could materially affect the net present value used in
the impairment test and as a result affect the Group’s financial
position and results of operations. If there is a significant
adverse change in the projected performance and resulting
future cash flow projections, it may be necessary to take an
impairment charge to the income statement.

Net realisable value of inventories

Net realisable value of inventories is the estimated selling price
in the ordinary course of business, less estimated costs of
completion and selling expenses. These estimates are based
on the current market condition and the historical experience
of manufacturing and selling products of similar nature. It could
change significantly as a result of changes in customer taste
and competitor actions in response to severe industry cycle.
Management reassesses these estimates at each balance sheet
date.

Impairment of receivables

The Group’s management determines the provision for
impairment of trade and notes receivables, other receivables
and amount due from an associated company based on
an assessment of the recoverability of the receivables. The
assessment is based on the credit history of its customers and
other debtors and the current market condition, and requires
the use of judgements and estimates. Management reassesses
the provision at each balance sheet date.
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31 March 2010

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENT (continued)

(e)

Current and deferred income tax

The Group is subject to income taxes in various jurisdictions.
Judgement is required in determining the provision for income
taxes in each of these jurisdictions. There are transactions and
calculations during the ordinary course of business for which
the ultimate tax determination is uncertain. 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 provisions in the period in which such
determination is made.

Deferred income tax assets relating to certain temporary
differences and tax losses are recognised when management
considers it is probable that future taxable profits will be
available against which the temporary differences or tax losses
can be utilised. When the expectation is different from the
original estimates, such differences will impact the recognition
of deferred income tax assets and taxation charges in the
period in which such estimates is changed.

5. TURNOVER AND SEGMENT INFORMATION

Sales of goods

xm
Group
hat ot 2 —EFAh
2010 2009
FHErT FHET
HK$°000 HK$'000
1,628,377 1,542,134
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31 March 2010

TURNOVER AND SEGMENT INFORMATION

(continued)
Segment information

The Group is principally engaged in the design, development,
manufacturing and distribution of electronic components, contract
electronic manufacturing services and consumer electronics, and the
distribution of personal computer products.

The chief operating decision maker has been identified as the executive
directors (collectively referred to as the “CODM”) that make strategic
decisions. The CODM reviews the internal reporting of the Company
and its subsidiaries in order to assess performance and allocate
resources. Management has determined the operating segments based
on these reports.

The CODM considers the business from the perspective of the nature
of operations and the type of products, including the “Electronic
Components Distribution”, “Contract Electronic Manufacturing
Services”, “Consumer Electronics and Electronic Components
Manufacturing” and “Personal Computer Distribution”.

Each of the Group’s operating segments represents a strategic business
unit that is managed by different business unit leaders. Inter-segment
transactions are entered into under the normal commercial terms and
conditions that would normally be available to unrelated third parties.
CODM assesses the performance of the operating segments based on
a measure of profit before income tax. Other information provided to
the CODM is measured in a manner consistent with that in the financial
statements.

Assets of reportable segments exclude deferred tax assets, available-
for-sale financial assets and corporate assets (mainly including certain
corporate properties and equipment and corporate cash and bank
balances), all of which are managed on a central basis. Liabilities of
reportable segments exclude current and deferred income tax liabilities,
corporate borrowings and other corporate liabilities. These are part of
the reconciliation to total balance sheet assets and liabilities.
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.31 Revenue

HEER Sales of goods

SRAB2RK Results of reportable segments

SRIBIEERAER  Areconciliation of results of reportable
BENRHHENT - segments to loss for the year is as follows:

2RIV 2ER Results of reportable segments

FAERE Unallocated expenses

BRER Operating results

AR — FE Finance costs — net

BREAER Loss before income tax

MiEHiRx Income tax expense

KEEER Loss for the year

it SRS Other segment information:

BAfYH Capital expenditure

2ENZ  BERRE
B

% RERXRHE

bt hwi D

0% BRRXERE
HFHRE

HRRE
BRERRRAE

L.oss on disposal on property, plant and
equipment
Depreciation on property, plant and equipment
Amortisation of leasehold land and
land use rights
Impairment of property, plant and equipment
Impairment of inventories
Write down of inventories
Impairment of trade receivables

AR EEARAER QA
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31 March 2010

TURNOVER AND SEGMENT INFORMATION

(continued)

Segment information (continued)

PRE-9-PF-A=T-ALEE
Year ended 31 March 2010

RTERERR
L §2 8 7)) RIRRHEE

LERE Consumer HARE

L S i34 Contract Electronics Eni#

Electronic Electronic  and Electronic Personal
Components  Manufacturing Components Computer -1
Distribution Services  Manufacturing Distribution Total
FET FEx TEr FE% FET
HK$'000 HK$°000 HK$'000 HK$'000 HK$'000
1,083,193 150,352 132,812 262,020 1,628,377
27,226 (2,8M) (42,044) 5,224 {12,465)
{12,465)
(9,867)
(22,332)
(3,619)
(25,951)
(5,410)
(31,361)
1,706 9,066 6,753 317 17,842
- - {50} - (50)
3,163 2,127 10,518 422 16,230
- - 537 - 537
- - 14,200 - 14,200
- 7,354 16,251 - 23,605
1,807 - - 421 2,228
161 - - 435 596
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—F—FF=F=+—H 31 March 2010
5. EXBRIBEH® 5. TURNOVER AND SEGMENT INFORMATION
(continueq)
FEERE) Segment information (continued)

PE-R-¥F=A=t-HLEE
Year ended 31 March 2010

RIERERR
L3 F ) RInBULE
LERE Consumer BARY
L s Contract Electronics ERSY
Electronic Electronic and Electronic Personal
Components  Manufacturing Components Computer #E
Distribution Services  Manufacturing Distribution Total
FET FET FET FA% FE7
HK$°000 HK$'000 HK$'000 HK$°000 HK$°000
ABRE Segment assets
i BEE Segment assets 401,359 89,985 153,780 58,167 703,291
k) Goodwil - - - 28,121 28,121
401,359 89,985 153,780 86,288 731,412
OfHESREAE Available-for-sale financial assets 305
BRFEHEE Deferred income tax assets 927
ERAEAE Other unallocated assets 149,258
AHREAREN Total assets per consolidated
RELg balance sheet 881,902
—_———
vig: a1 | Segment liabilities 381,915 30,767 42,760 27,847 483,289
BHNGHARE Current income tax liabilities 1,596
ERFEHRAR Deferred income tax liabilities 1,877
EfRAEARE Other unallocated liabilities 34,140
ARREARER Total liabilities per consolidated
akay balance sheet 520,902

81 = R E R m R AR B OR A

Daiwa Associate Holdings Limited
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5. ®E¥EERISTER@® 5.

FEBRE(E)

t £1] Revenue

HEER Sales of goods

SRIP2EE Results of reportable segments

ERAYIEERAEE  Areconciliation of results of reportable
BRNRLHENT segments to profit for the year is as follows:

SRIPIRE Results of reportable segments

RAEBA Unallocated income

FARRX Unallocated expense

BEER Operating profit

BEAKE — 38 Finance costs — net

R AR Profit before income tax

MERRX Income tax expense

FERTN Profit for the year

Rt 2 B%H Other segment information:

EAMMEY Capital expenditure

BEYE  BBRRERE  Gainon disposal of property, plant and
REETHR0ERE  equipment and leasehold land and land use

% BERRENE
BELORHERERS

HFHERE
BUBERERE

rights
Depreciation on property, plant and equipment
Amortisation of leasehold land and
land use rights
Write-down of inventories
Impairment of trade receivables

B EERER DA

Daiwa Associate Holdings Limited
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TURNOVER AND SEGMENT INFORMATION

(continued)

Segment information (continued)

HE-TENF=A-+-HILLFE
Year ended 31 March 2009

BT HEERR
BIEXAN  BIRRM4E

EERK Consumer BEAZHK

BrENEH Contract Electronics EmilH

Electronic Electronic and Electronic Personal
Components Manufacturing Components Computer ok
Distribution Services Manufacturing Distribution Totat
FAT FEz FEr FEx FET
HK$°000 HK$'000 HK$'000 HK$000 HK$'000
795,098 223,490 215,197 308,349 1,542,134
24,388 4,387 (12,372) 2,529 18,932
18,932
1,817
(13,459)
17,290
(7,826)
9,464
(2,735)
6,729
]
2,397 3,407 18,431 517 24,752
- - 11,805 - 11,805
4,612 2,069 10,194 406 17,281
- - 595 - 595
3,233 - 3,285 - 6,518
1,433 - 280 696 2,409
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—E-FF=HA=+—H 31 March 2010
5, EEHEsHER = 5. TURNOVER AND SEGMENT INFORMATION
(continueq)
DERE(E) Segment information (continued)

ECETAEZACT-ALEE
Year ended 31 March 2009

ETHBERR
BTERAYN  EYnai4E
HERE Consumer AAEHK
RSN Contract Electronics B
Electronic Electronic and Electronic Personal
Components Manufacturing Components Computer #E
Distribution Services Manufacturing Distribution Total
FEL &7 FEr FA7 FEx
HK$'000 HK$°000 HK$'000 HK$'000 HK$'000
AHRE Segment assets
b nHgE Segment assets 330,421 83,144 116,459 47,800 577,824
HE Goodwill - - — 22,704 22,704
330,421 83,144 116,459 70,504 600,528
AfthEeRAR Available-for-sale financial assets 168
BEMBHEE Deferred income tax assets 172
Bk pREE Other unallocated assets 144,450
AHRERMEN Total assets per consolidated
RESE balance sheet 745,318
SBaK Segment liabilities
AHERE Segment liabilities 200,995 12,836 44,759 24119 282,709
EAFGHAR Current income tax liabilities 2616
EREFERER Deferred income tax liabilities 3,347
B RABRERE Other unallocated liabilities 72,075
ARREARERN Total liabilities per consolidated
amaE balance sheet 360,747

s Limited
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5. EXBERoBER@ 5.

FEBRE(A)

ERREURER - WINBRFRATELHEER

31 March 2010

TURNOVER AND SEGMENT INFORMATION

(continueq)
Segment information (continued)

The entity is domiciled in Hong Kong. The revenue from external

ATHbE : customers attributed to Hong Kong and other locations are analysed as
follows:
SHEBE S W
Revenue from
external customers
-z—% —TTAh
2010 2009
FET FET
HK$’000 HK$’000
BE Hong Kong 961,068 652,266
Hp B A e Mainiand China 205,260 241,619
JbEM North America 272,306 418,827
B Europe 162,542 193,203
HibZmMBIR Other Asian countries 27,201 36,219
1,628,377 1,542,134

R_B—FEF=A=+—-8 " fREBZHER
BEAERE BRER SRIAREBEEMEH
BEMNYEARBENMTROEEEFE
ERE2)A10,936,000B T (T hF :
10,785,000 7m) * MAMR(FERPER
MEX)MIEREEE LK 196,935,000% 7T
(ZFTHE : 210,022,000%7T) °

AMEERBRARLLSI 84
Daiwa Associate Holdings Limited

At 31 March 2010, the total of non-current assets other than goodwill,
financial instruments and deferred tax assets (there are no employment
benefit assets and rights arising under insurance contracts) located in
Hong Kong is approximately HK$10,936,000 (2009: HK$10,785,000),
and the total of these non-current assets located in other locations
(mainly in the Mainland China and Canada) is approximately
HK$196,935,000 (2009: HK$210,022,000).
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Notes to the Financial Statements

Hap A 6.

HE®A Rental income

Hih Others

EHHASBAZEEX L A47,0008 (=%
ZNF : 58,0007T) °

OTHER INCOME

31 March 2010

- —ETh
2010 2009
FAT FHET
HK$’000 HK$'000
355 499

323 330

678 829

The direct outgoing in respect of the rental income is HK$47,000 (2009:

HK$58,000).

Hiphzs — F8 7. OTHER GAINS — NET
—2-% —ETA
2010 2009
FA7T FET
HK$°000 HK$'000
BEDYE BBLRH/EREELME  (Loss)/gain on disposal of property, plant and
T fE AR (EER), s equipment and leasehold land and land
use rights (50) 11,805
TSR IARATEEBR), B8 Fair value (loss)/gain on derivative financial
instruments (201) 6,480
Vakiz P TRk I R Write-off of interest in a jointly controlled
entity (1) -
RN AR Net exchange gains 3,827 1,151
3,575 19,436

85 fRHEFERAERAA
Daiwa Associate Holdings Limited
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BHEND 2B

BRFE  REAGRERRTE
b

AmiFE - RHRERERER

3Gl
i e o b feb P A 5

e
— BEYE  HERRE
— ERBRAROREZME
B RRE
BEIRMMX(RFEEmM)
(Hiiz9)
FRRERE(HE24)

ME - BBERRERENZF18)

EUREEBFERRE(BEE KRR
1TBFA)

FRRE

T RYRLEROES

EREMAERX
BHMAX
BERX
s RREMAX
H AR 32

ERAXR
HEKAE
HERBHMAX
—RERITRFX

ERE R
Daiwa Associate

g S AN 86

oldings Limited

8. EXPENSES BY NATURE

Changes in inventories of trading
merchandise, finished goods and
work-in-progress

Trading merchandise, raw materials and
consumables used

Auditor’s remuneration

Amortisation of leasehold land and land use
rights

Depreciation
— owned property, plant and equipment
— property, plant and equipment held

under finance leases

Employment benefit expenses (including
directors’ emoluments) (Note 9)

Provision for impairment of inventories
(Note 24)

Impairment of property, plant and equipment
(Note 18)

Impairment of trade receivables (included in
general and administrative expenses)

Write-down of inventories

Operating lease rental in respect of land and
buildings

Travelling and office expenses

Transportation expenses

Advertising costs

Repair and maintenance expenses

Other expenses

Representing:
Cost of sales
Selling and distribution expenses
General and administrative expenses

31 March 2010

—g-% “ETEN
2010 2009
FE FET

HK$’000 HK$'000

(33,347) 20,688

1,449,238 1,287,760
2,447 2,233

537 595
16,230 17,006

-— 275

111,916 137,132

23,605 -
14,200 —

596 2,409
2,228 6,518
7,355 6,955

21,463 18,476

5,103 6,980

380 1,019
3,599 3,219
29,412 33,844
1,654,962 1,545,109
1,512,405 1,398,671
21,421 26,771
121,136 119,667
1,654,962 1,545,109
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10.

BTERNMX

BREEFMEZBETRAMAINT -

HE - TERER

et
BREAE — RERSFHE
BAFX

MERE — FE

RITERMBRA

RAFA2BMNEZRITERFE

BMAEHEEZ A BN
Hft

BMARA — 8

31 March 2010

9. EMPLOYMENT BENEFIT EXPENSES

Employment benefit expenses, including directors’ emoluments,

consists of:

7= —TTAN

2010 2009

FET FET

HK$°000 HK$'000

Wages, salaries and allowances 100,973 121,142
Bonuses 3,125 3,782
Pension costs — defined contribution plans 4,272 5,822
Welfare and benefits 3,546 6,386
111,916 137,132

10. FINANCE COSTS — NET

-2-2 —ETA

2010 2009

FHET FET

HK$’000 HK$'000

Interest income from bank deposits 82 224

Interest expense on bank loans wholly

repayable within five years (4,042) (6,923)
Interest element of finance leases (16) (154)
Others 357 (973)
@m0 (8,050)

Finance costs — net (3,619) (7,826)
87 s fE R W R AR A

Daiwa Associate Holdings Limited
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—F-FF-H=+—H 31 March 2010
11. FIEHBHX 11. INCOME TAX EXPENSE

AATIDEREERERE - FBMER B The Company is exempted from taxation in Bermuda. Hong Kong profits tax
BEEETMAIOMBATIESTEAELRE bas been provided for at the rate of 16.5% (2009: 16.5%) on the estimated
BEBY G EERENK165% (ZFE N assessable profits arising in or derived from Hong Kong. Companies
£ 165%) Y RIRIBRCEHS c BRI KR%E  established and operated in the Mainland China are subject to PRC corporate
TAFBBHRORAER  BRE225% (=  income tax at the rate of 25% (2009: 25%). Companies established and
TEAE :25%) c MRMBAKIRLIE YN operated in Canada are subject to Canadian income tax at the rate of 35%
BIRBMERFHBEE  BHERIB%(ZEE  (2009: 35%).

NE :35%) °
2% BTN
2010 2009
FET FHT
HK$’000 HK$'000
EHATIIE - Current taxation

— BEMEH — Hong Kong profits tax 3,577 1,762

— PEPEMREH — PRC corporate income tax 2,220 1,259

— NMEXAEH — Canada income tax 1,838 633
BEECHBEENZREMNELRED Deferred taxation relating to the origination

(H13£32) and reversal of temporary differences

(Note 32) (2,225) (919)

5,410 2,735

FEERBRBATEE), /FEZFREE - BT The taxation on the Group’s (loss)/profit before income tax differs from

BEBZHREMAE2ERNBIETNAT the theoretical amount that would arise using the Hong Kong profits tax

rate as follows:

—g-% —TTh

2010 2009

FRT FE

HK$'000 HK$'000

BeFiAT(E518),FIE (Loss)/profit before income tax (25,951) 9,464
BIRIZ16.5% MEFE Calculation at taxation rate of 16.5%

(ZZETHhEF : 16.5%) (2009: 16.5%) (4,282) 1,562
TRMEZE Effect of difference tax rate (1,715) (1,241)
WABRRB2HIRR Tax effect of income not subject to tax (2,598) (3,605)
FHARMB HIERE Tax effect of expenses not deductible for tax 4,046 2,287
FERBMEBAZHER Tax effect of tax losses not recognised 9,162 4,623
ks Tax effect of change in tax rate - (210)
ATHAR FER BRI X FEF Utilisation of previously unrecognised tax

losses (64) (765)
MNBRIEF Withholding tax 227 196
Eh Others 634 (112)
HETH Taxation charge 5,410 2,735

s EBEERER DA 88
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12. EERSERTHAEME 12.

(a)

EEM<

R-B-—ZBF=ZA=+—-BARASE
E 3 (N

j ¢ $:3 Name of Director
NS Executive directors

il b Mr LAU Tak Wan

Fli ven Ms CHAN Yuen Mei, Pinky
FRERE Mr WAN Chor Fai

¥ Mr MAK Hon Kai, Stanly

BUXHTEE  Independent non-executive directors

EHALE Mr Barry John BUTTIFANT
BRERE Mr LIU Ngai Wing
-4k St Mr CHOI Yuk Fan

31 March 2010

DIRECTORS’ AND SENIOR MANAGEMENT’S
EMOLUMENTS

(a)

Directors’ emoluments

The remuneration of each of the directors of the Company for
the year ended 31 March 2010 is set out below:

Bhefty

Contribution

FaRER 21 g to retirement
Be Salaries and Discretionary benefit an
Fees allowances bonuses scheme Total
FET FET FET FA% FAZ
HK$’000 HK$°000 HK$°000 HK$'000 HK$'000
- 3,247 - 162 3,409
- 1,111 - 56 1,167
- 1,073 - 45 1,118
- 1,294 550 63 1,907
100 - - - 100
% - - - 75
50 - - - 50
225 6,725 550 326 7,826

89 M R IERAER LA

Daiwa Associate Holdings Limited
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12. HERERTBRAEME W

(a) XBEMSE)

R_BEENF=ZA=+—BERQREE

EZMeHT :

£z Name of Director
HiEs Executive directors
eyt Mr LAU Tak Wan
BRsat Ms CHAN Yuen Mei, Pinky
FRERE Mr WAN Chor Fai
BEEEE Mr MAK Hon Kai, Stanly

BUHHTEE  Independent non-executive directors

ERALE Mr Barry John BUTTIFANT
BRREE Mr LIU Ngai Wing
- i Mr CHOI Yuk Fan

REENFFEERERRETAHE
(ZFFNAE  F) - RAFEMEX
TEESFEAMBEMS R REESRG
ZHECCERAF R -EEHE
BFHTRENERECTTNF -

T)-

aHNmEERARQG 90

Daiwa Associate Holdings Limited

31 March 2010

12. DIRECTORS’ AND SENIOR MANAGEMENT'’S
EMOLUMENTS (continueq)

(a) Directors’ emoluments (continued)

The remuneration of each of the directors of the Company for
the year ended 31 March 2009 is set out below:

RRGHE

Contribution

FERER BiaEa o retirement
B Salaries and Discretionary benefit fek:
Fees allowances bonuses scheme Total
& AT FET FAT FET
HK$000 HK$'000 HK$'000 HK$'000 HK$°000
- 3,209 370 162 3,741
- 1,098 106 55 1,259
- 1,238 12 52 1,402
- 1,258 635 63 1,956
100 - - - 100
75 - - - 75
50 - - - 50
225 6,803 1,223 332 8,583

No director waived any emoluments during the year (2009: Nil).
No emolument was paid to any directors as inducement to join
or as compensation for loss of office during the year (2009: Nil).
No director has been granted or exercised any share option
during the year (2009: Nil).
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12. EERBRITBRAEME @

{b) BAREHFAL

FFEESEEARERRTFMALERE
ME(ZETAF: OB)EF - HMN
SRR XD - EB—E(ZFT
NE: —R)REFALZHE TN
T

BEARFS REMER
BB TEAT
BIREHZK

ez ERIMT

£ — 1,000,000 # 7T

REFEAR ERBEEHFAL(BEE
EREMET)  XEREMEMMESIE
ANMBEMEREEZRUNHAECRT
NE:E) o

31 March 2010

12. DIRECTORS’ AND SENIOR MANAGEMENT’S
EMOLUMENTS (continued)
{b) Five highest paid individuals
The five individuals whose emoluments were the highest in the
Group for the year include four (2009: four) directors whose
emoluments are reflected in the analysis presented above. The
emoluments paid and payable to the remaining one (2009: one)
individual are as foliows:
2% —ZTN
2010 2009
AR FHT
HK$’000 HK$’000
Basic salaries and allowances 748 841
Discretionary bonus 70 70
Pension scheme contribution 12 12
830 923
The emoluments fell within the following band:
AN
Number of individual
=t I —ZTA
2010 2009
Nil— HK$1,000,000 1 1

During the year, no emolument was paid to the five highest
paid individuals (including directors and other employees) as
inducement to join or as compensation for loss of office (2009:
Nil).

R A R D)
ssociate Holdings Limited
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13.

Notes to the Financial Statements

¥

ARBETREARSRERNKE : AFE
BRERAKEEPIEE (TRERAKFEDRR
BEeA8((SHEEst8 D TEERE - BiXER
REtBIR AR B CEAEREEBZEESH
FE - ABUEEESRE -

EHEERARGET  AEBARZEESFIKE
BFSHE P2 ARES2EBAHER - ES
BARIEEOMARAREETZHR  Z£EA|
FALERBERESRZBRKE BHE-F
—ZEFZRB=+—HBLEE EZHET X
BB it 5 RRE 2 B3R E R 49,0007 7T
“ETNF B R-TE-TF=R=+—
B 8T ZEREERZRBEAE
WA REAREBEFRKTE Z KIFH A 8,000%
T(ZEENF : 57,000/87%) °

EREEAET  2REREEBEDFIZER
ERABR(RRABNERRETBGIZER)
BAZARK - AREREEET 2HFRBA
BAK®1,00087T  BRABBEHRR - &
BHEHKX-ENTRESFHENRTER
A FRHFRIREBERBES -

PE

BERPEEVIRE  SEATEAEEHES
FERABRABIHR - EXFET - £
LERREBEREAFMAR(REHE 2
RERTEADNS%HR  MEMRERSAERH
ABKIBETRS-10% © BRIA L HRIN - £ ERE
BTN ERBRARBR KBS RAE - WEKE
BRAGH BB A Y RKERRESBRAKRK
%o

BREEERERQA 92
Daiwa Associate Holdings Limited

13.

31 March 2010

PENSION SCHEMES

Hong Kong

The Group has two defined contribution pension schemes, the
retirement scheme organised under the Hong Kong Occupational
Retirement Schemes Ordinance (“ORSO Scheme”) and the Mandatory
Provident Fund Scheme (“MPF Scheme”), for its employees in Hong
Kong. The assets of the ORSO Scheme and the MPF Scheme are held
separately from those of the Group under independently administered
funds.

Under the ORSO Scheme, the Group and each of its employees
make monthly contribution to the scheme of approximately 5% and
5%, respectively, of the employees’ salary. The unvested benefits of
employees who have terminated employment are utilised by the Group
to reduce its future contributions. The unvested benefits so utilised
under the scheme during the year ended 31 March 2010 amounted
to approximately HK$49,000 (2009: Nil), and the amount of unvested
benefits as at 31 March 2010 that are available to reduce the Group’s
future contributions was approximately HK$8,000 (2009: HK$57,000).

Under the MPF Scheme, each of the Group and its employees
makes monthly contributions to the scheme at 5% of the employee's
relevant income, as defined in the Mandatory Provident Fund Scheme
Ordinance. Both the Group’s and the employee’s contributions are
subjected to a cap of HK$1,000 per month and thereafter contributions
are voluntary. The contributions are fully and immediately vested in the
employees.

Mainland China

As stipulated by rules and regulations in the Mainiand China, the
Group contributes to state-sponsored retirement plans for its relevant
employees in the Mainland China. The Group’s relevant employees
make monthly contributions to the plans at approximately 5% of the
relevant income (comprising salaries, allowances and bonus), while the
Group makes monthly contributions at approximately 8 to 10% of such
relevant income and has no further obligations for the actual payment of
post-retirement benefits beyond its contributions. The state-sponsored
retirement plans are responsible for the entire post-retirement benefits
payable to retired employees.
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13.

14.

15.

31 March 2010

YN k418 ¢ 13. PENSION SCHEMES (continued)
& Canada
AEBEEANMERNEBREMEZEFE B The Group is required to make monthly contribution to the National
TETEREZHEREENI - MMERERK Canada Pension Plan (“CPP”) in respect of its employees in Canada
LHE(CPPEAMK  HRBEEEAFHN based on the relevant employees’ salaries, with the exceptions of
BRERRREZA495%(ZFETNF : 4.95%) certain excluded employment and benefits, at a rate of 4.95% (2009:
RR BEEEREARKSKBKARTEZR 4.95%) of the employees’ salaries subject to a maximum annual
331,000 L(HHFER46525 ML I (ZFF AN pensionable earnings of HK$331,000 (equivalent to CAD46,525) (2009:
£ : 276,000 T (FHFRK 44,900 M07T)) ° HK$276,000 (equivalent to CAD44,900)).
NERBBEEAEE(EE) 14. (LOSS)/PROFIT ATTRIBUTABLE TO EQUITY
iz X HOLDERS OF THE COMPANY
AABERREARGBREARAMBREK The loss attributable to equity holders of the Company is dealt with in
ABREBEHAR17,0008T(ZFEZENF : 7 the financial statements of the Company to the extent of HK$17,000
/10,866,000 7T) ° (2009: profit of HK$10,866,000).
I’ B 15. DIVIDENDS
“r-2 —ZTAh
2010 2009
FéT FET
HK$’000 HK$’000
2R+ HiR S A% 0.3 Interim, paid, of HK0.3 cents
(ZETAE 0380 (He0)) (2009: HKO0.3 cent) per share (note (i) 911 911
BUR AR EARS 8 AR E B Final, proposed, of Nil (2009: HKO.5 cents)
(ZBEIE 058 (K () per share (note (ii) - 1,518
911 2,429

Wit

0] R-ZBEFTAET-AZ+LBRIZESE
+ BRI HRESEARO0.3BL - B
TR AR B85 911,00087T  R-F—F
FE—-RNBSf -

RZBENF+—A  RRAERRKT HK
SBLRARO0.3B - BFEAR911,00087T -
R-ZBBAF-ANARKLN -

(ii) ESTHEBREBE_2-SF=fR=+—
BEFEZRBIRE -

R-BFhELA-T+—BRTZEHL
EEEBRBFRPBRETL B0 - 1t
BRERECRBE-_B—ETEF=F=+—
BiEFEIERBRAMDIK

Notes:

[} At a meeting held on 27 November 2009, the Company’s directors
declared an interim dividend of HKO.3 cents per share, totalling
HK$911,000, which was paid on 8 January 2010.

In November 2008, the Company's directors declared an interim dividend
of HKO0.3 cent per share, totalling HK$911,000, which was paid on 9
January 2009.

(i) No final dividend is declared by the Company’s directors for the year
ended 31 March 2010.

At a meeting held on 21 July 2009, the Company’s directors proposed
a final dividend of HKO.5 cents per share. This proposed dividend had
been reflected as an appropriation of retained profits for the year ended
31 March 2010.

9B AMEMEABRARL
Daiwa Associate Holdings Limited
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31 March 2010

16. ER(KE) BX 16. (LOSS)/EARNINGS PER SHARE
(a EF (a)  Basic
BREA(BR) /BIIRBREFEARD Basic (loss)/earnings per share is calculated by dividing the
AR EARGBR), SERBRAR (loss)/profit attributable to equity holders of the Company by the
RIBEITEERINELHEEE - weighted average number of ordinary shares in issue during the
year.
—T-% —FEh
2010 2009
RARERFEE ARS (Loss)/profit attributable to equity holders of
(B18),S#H(F#E7T) the Company (HK$'000) (31,630) 7,115
TRRMETFERTEHE Weighted average number of ordinary shares
(F) in issue ("000) 303,643 303,895
ERER(EER) BT Basic (loss)/earnings per share
CENL&FAR) (HK cents per share) (10.42) 2.34
{b) ne (b) Diluted
ESRES(ER) /BFNE Y Diluted (loss)/earnings per share is calculated by adjusting the
ERTERRZMEFHIBIELFAE - weighted average number of ordinary shares outstanding to
WBREMBEERTERREZTERH assume conversion of all the Company’s outstanding warrants.
BR - —ZT-ZSER-ZFTNE=A Dilutive (loss)/earnings per share for the year ended 31 March
=+—BFEEHB - RITERRERR 2010 and 2009 equal basic (loss)/earnings per share as the
BEREHER  ALSREE(BE) exercise of the outstanding warrants would be anti-dilutive.
BNEGREAR(EBIE) BIER -
17. &8 17. GOODWILL
et S —ZTTh
2010 2009
FET FET
HK$°000 HK$'000
[DEN Cost
HA47 Beginning of the year 22,860 28,355
ERER Exchange differences 5,417 (5,495)
X End of the year 28,277 22,860
RitRE Accumulated impairment losses
ROA—AR=A=+—H As at 1 April and 31 March 58 (156)
RRERE Net book amount 28,121 22,704
@O ORI RE R QG 94
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[k 32
ARz HENR

BENDBREBELEESHPEAZIEERSEL
BUSE - R_ZFFNFR_FZ-FHFE=A
=t—H AE2¥aNEXEAEKERD
EOREHRK -

RRERIME - AENIKLESEREER
BEE FEREEFENEREEEMRE
BAmMENRERFHRMRBENRSR
BRA - BEAFURZAERERTERETE
Al e

BEFAETEZZEERRAOT :

ER%
R
%

RENEMNEDEEBRBBERRRASM
BRERNBEMEE - AERMEREAK L
HAERTHRBITRBEMERE - EANESF
RRRHBEBHAT - A RREEREON ST
BREBTENRRR EEECEE it
RERMEE  YEARAROEHERS -
ERERE ERFTERRTOEFMEEAE
REPHUTECHENREEEETRENS
B NETREREFAMRANEIERRE
AYEH HIE - T BERRAOEM BN AT %
FRERBFAERERTE -

17.

Gross margin
Growth rate
Discount rate

31 March 2010

GOODWILL (continued)

Impairment tests for goodwill

Goodwill is allocated to the Group’s cash-generating units identified
according to operating segment. As at 31 March 2009 and 2010, all
the goodwill is allocated to the “Distribution of Personal Computers”
segment in Canada.

For the purposes of impairment reviews, the recoverable amount of
goodwill is determined based on value-in-use calculations. These
calculations use cash flow projections based on financial budgets
approved by management for the purposes of impairment reviews
covering a five-year period. Cash flows beyond the five years periods
are extrapolated according to a zero-growth assumption.

The key assumptions used for value-in-use calculations are as follows:

nEXEHE
Canada
operations
2%
2010

9%

0% to 12%

13%

T —

The budgeted gross margins were determined by management based

on past performance and its expectation for market development.

The growth rates used are largely consistent and do not exceed the

industry growth forecast. The annual discount rate is before tax and

reflect market assessments of the time value and the specific risks

relating to the relevant segment. Management has considered the

above assumptions and valuation and has also taken into account

the business expansion plan going forward. Management believes

that any reasonably foreseeable change in any of the above key

assumptions would not cause the carrying amount of goodwill to

exceed the recoverable amount. Judgment is required to determine key

assumptions adopted in the cash flow projections and the changes to
key assumptions can significantly affect these cash flow projections.
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—F—FFEZA=1—FH 31 March 2010
18. ¥ - BBRZH 18. PROPERTY, PLANT AND EQUIPMENT
=m Group
5 B4
3 b
Leasehold
KE  improvements,
RRRHE furniture, 8ARIR HRIR
2 Plant and fixtures and i Mouldsand  Construction- it
Buildings machinery equipment  Motor vehicles tooling in-progress Total
T#r 741 A1 & FEr T4z #r
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000

H-RRNERA-A At 1 April 2009

WA Cost 122,622 142,479 44,955 6,095 21,036 - 337,187
ZithBRRE Accumulated depreiation

and impaiment (14,045) (84,941) (24,320) (4,562) (9,615) - (138,403)
Fa¥E Nt book amount 107,677 57,538 20,635 1,513 11,421 - 198,784

“9-REZA=t-R Year ended 31 March 2010

LEE

BB Opering net book amount 107677 57,58 2063 1,513 11,421 - 198,784
EXEE Exchange differences 170 (151) a7 121 - - 357
AE Additions - 46 3,030 613 1,856 11,597 17,842
& " Disposals - (45) {123) - - - (168}
it Depreciation (2,554) (8,592) {2,507) {296) (2,281) - (16,230}
Rz Impairment (Nofe) - (7,642) (1,839) - (4719) - (14,200)
BREESHE Closing net book amount 105,288 41,854 19,413 1,951 6,217 11,597 186,385

RZ®-®F=B=t-H  Atd1 March 2010

A Cost 122,792 142,848 47,997 6,829 22,892 11,597 354,955
FiHTERAE Accumulated depreciation
and impairment (17,499) {100,994) (28,584) (4,878) (16,615) - {168,570)
BEFE Net book amount 105,293 41,854 19,413 1,951 6,217 11,597 186,385
T —
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18. ¥ - #BRB|HE

xmE)

R-RENERA-A At 1 April 2008
BA Cost
LHTERAR Accumulated depreciation
and impairment

FEfE Net book amount

“¥SAFZA=T-A Year ended 31 March 2009

LEE

BRRFE Opening net book amount
EAER Exchange differences
FE Additions

& Disposals

it Depreciation
HREEFE Closing net book amount

R-BRAF=A=t-RA  At31 March 2009
B Cost
ZHTERRE Accumulated depreciation
and impairment

KR Net book amount

31 March 2010

18. PROPERTY, PLANT AND EQUIPMENT

(continued)

Group (continued)

TS

RERRA

Leasehold

EE  improvements,

RARUE furniture, HARIA ERIR
% Plant and fixtures and ke Mouldsand  Construction- EH
Buildings machinery equipment  Motor vehicles tooling in-progress Total
T#r AT TEr AT AT T4z &
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
119,948 131,321 2,070 6,082 17,583 - 316,954
(13,030) (75,697) (22,015) (4,225) (7443) - {122410)
106,918 55,624 20,055 1,807 10,140 - 194,544
106,918 56,624 20,055 1,807 10,140 - 194,544
(101) 39 (152) 1 - - (213)
6,168 11,268 3,663 200 3483 - 24752
(2,623) )l {373) 1) - - (3,018)
(2,685) (9,372) (2,558) (494) 2172) - (17,281)
107,677 57,538 20,635 1513 11,421 - 198,784
122,622 142,479 44,955 6,095 21,036 - 387,187
(14,945) (84,941) {24,320) (4,582) (9,615) - (138,403)
107677 57,538 20,635 1513 11,421 - 198,784
I E— A
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31 March 2010

PROPERTY, PLANT AND EQUIPMENT

(continued)
BFREFESTOT : Net book value of the buildings is analysed as follows:
~n
Group
) —ETA
2010 2009
FAT FHT
HK$°000 HK$’000
UREE In Hong Kong held on:
10-50 F 24 Leases of between 10 to 50 years 3,475 3,585
IR EBAIME Outside Hong Kong held on:
10-50F 24 Leases of between 10 to 50 years 100,922 103,137
50F A L2 A Leases of over 50 years 896 955
105,293 107,677

WEMIEF7511,0008 (BT hE
8,141,000 7T ) 1E $5 & A AN 52 Rk & 8,719,000
BIT(ZETNEF 9,140,000 T ) E— KK
TERXEER - R2FT—FF=A=+—8 "
AEEMYEBFBRERNEBENRERE
Ek#zE - R_ETAFE=A=+—0 £&£H
ERARERNBECRERERKBRDEE
#9%1,559,000 7T °

Wiz -

EXFEE  aREEELERRER Nz EERYE
HWHEM AEEFRERS  SEESHHALEMS
BEEL T —IREETE - At - —2414,200,0002
BEBIREAFEZAHMBRPAR - EH0EE
RREBFHREGRETIRHEEFFER -EF
NEREEEREBRATHOMSEESIREEAAE
@n

BAEFEERAERDA 98
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Depreciation expense of HK$7,511,000 (2009: HK$8,141,000) has been
charged in the cost of sales and HK$8,719,000 (2009: HK$9,140,000)
has been included in general and administrative expenses. At 31 March
2010, the Group did not have any plant and machinery under finance
leases. As at 31 March 2009, the Group had plant and machinery of
approximately HK$1,559,000 held under finance leases.

Note:

During the year, the directors conducted a review of the Group’s property, plant
and equipment, having regard to its plan to scale down certain low profit margin
product lines and the consolidation of certain of the Group's manufacturing
operations. These assets are used in the “Consumer Electronics and Electronic
Components Manufacturing” segment. Consequently, impairment losses of
HK$14,200,000 have been identified and recognised in the consolidated income
statement. The recoverable amounts of the relevant assets have been determined
on the basis of their fair value less costs to sell. The directors determined the
recoverable amounts of these assets with reference to the market values of
similar assets on a scrap sales basis.
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—F—FF=F=+—H 31 March 2010
19. IR T HEAHE 19. LEASEHOLD LAND AND LAND USE RIGHTS
EENBEETHEIHEREATRNEERE The Group’s interests in leasehold land and land use rights represent
R BREVRESNAT - prepaid operating lease payments and their net book amounts are

analysed as follows:

-3
Group
-2-% 3 )
2010 2009
FET FET
HK$°000 HK$'000
ER¥NERE FHE Opening net book amount 21,312 25,208
ERER Exchange differences 1 20
e Amortisation (537) (595)
HE Disposals - (3,321)
HRAREFE Closing net book amount 20,776 21,312
%N Cost 31,474 31,473
Rit#sy Accumulated amortisation (10,698) (10,161)
EEFE Net book amount 20,776 21,312
M@ DT : Geographical analysis:
URES In Hong Kong held on:
10-50F 2 4 Leases of between 10 to 50 years 4,436 4,571
IR BEEAIMNEE Outside Hong Kong, held on:
10-50F 2 49 Leases of between 10 to 50 years 16,149 16,546
50F A EZ S Leases of over 50 years 191 195
20,776 21,312
B EHEORERECRREE—RRTRE Amortisation of prepaid operating lease payments has been included in
j=: 1 general and administrative expenses.
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—F-FE_H=+—H 31 March 2010
20. HHMATINERE 20. INVESTMENTS IN SUBSIDIARIES
28
Company
“z® —ETh
2010 2009
FET FET
HK$°000 HK$'000
FEETTRRLD » IRKAE Unlisted shares, at cost 44,715 44,723
AABZETENBATERMT ¢ Particulars of significant subsidiaries are as follows:
HRAT/ RUh% FRBRE
Place of TERELY ERTRAEERE Percentage
7 incorporation/ Principal place Issued and fully ofequity EEXMER TERE
Company establishment of operation paid up share capital  interestheld Type of legal entity Principal activities
EgRANE -
Interests held directly -
Daiwa BVI Limited RRRAER EWELRS 10,000%7 100% ARELAA RERR
British Virgin fslands British Virgin Isiands US$10,000 Limited liabifity company ~ Investment holdings
LLsct
Interests held indirectly -
THETARLT AWRAHE i %7 100% ARAELAA nIgE
Chiasso Inc. British Virgin Islands Mainland China Us§2 Limited fiability company Sub-contract manufacturing
ANESERAR EREIHE &4 %7 100% ARELLA REBR
Daiwa Associate Ltd British Virgin Islands Hong Kong Us$2 Limited fiability company Investment holdings
ANEHERERAR RWRIRS AWERES 1,000%7 100% ARAEAR RERR
Daiwa Distribution Holdings Limited British Virgin Islands British Virgin Istands US8$1,000 Limited liability company ~ Investment holdings
Elite Century Holdings Lid. ARRAES &% 2,500,000%7 100% ARALAA &SRR
British Virgin (slands Hong Kong US$2,500,000 Limited fiability company Investment holdings
BEEEERLR 30 B 100007 100% ARALAR RERR
Cosmos Power Holdings Ltd Hong Kong Hong Kong HK$10,000 Limited fiability company Investment holdings
FHEFARAA Bk B 28T 100% HREAEAT UEETHEER
Cypress Distribution Limited Hong Kong Hong Kong HKS$2 Limited liability company Manufacture of consumer
electronics
SR ARSI 100

Daiwa Associate Holdings Limited
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31 March 2010

20. HHMATRHNKRE® 20. INVESTMENTS IN SUBSIDIARIES (continued)
HREY/RILY FEREEA
Place of IEEENY CRIRMERE Percentage
A7 incorporation/ Principal place Issued and fully ofequity %EXMER TERE
Company establishment of operation paid up share capital  interestheld Type of legal entity Principal activities
BERARE —(F)
Interests held indirectly ~ (continued)
HRETIXARAA EE EE AT 100% ARELAD PESTHEER
Cypress Electronics Limited Hong Kong Hong Kong HK$2 Limited fiability company Manufacture of consumer
electronics
ANERERBERRAT 3 EE 1,000,000 7 100% HREMRA PERERERER
Daiwa Acoustic Products Hong Kong Hong Kong HK$1,000,000 Limited liability company Manufacturing and trading of
Manufacturing Limited acoustic products
AHER(TR)ERAT £k B 281 100% HRELAA RENE
Daiwa Associate (China) Limited Hong Kong Hong Kong HK$2 Limited iability company Property holdings
ANBEERAA &k Eit EER100%T 100% ARELAR BRATBRE
Daiwa Associate (H.K.) Limited Hong Kong Hong Kong Ordinary shares Limited liability company Management and
HK$100 administrative service
BRERETRD
3,000,000/87C
iy
Non-voting
deferred shares
HK$3,000,000
{note (i)
ANETARAR B 3 5,000,000 47 100% AREFAR ETNAMEY
Daiwa Distribution Limited Hong Kong Hong Kong HK$5,000,000 Limited liability company Distribution of electronic
components
ANEERRAA & Bt 1000047 100% HRELAR EFnE4EH
Daiwa Digital Limited Hong Kong Hong Kong HK$10,000 Limited liabifity company Distribution of electronic
components
ANERARAR B4 (3 10,0007 100% ARELAR Rank
Daiwa Electronic Ltd. Hong Kong Hong Kong HK$10,000 Limited fiability company Investment holdings
ANIRERAA (3 B 500087 100% ARALAA RARKR
Daiwa Industrial Limited Hong Kong Hong Kong HK$5,000 Limited liability company Investment holdings

100 G EFERAER A
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31 March 2010

20. HEMARINKRE @) 20. INVESTMENTS IN SUBSIDIARIES (continueq)
BREY/RIE% FRBRAZY
Place of TEBENY ERTRMRRE Percentage
28 incorporation/ Principal place Issued and fully of equity EEKMEH TERE
Company establishment of operation paid up share capital  interestheld Type of legal entity Principal activities
BERERE — (8
Interests held indirectly — (continued)

ANRECRFRERZRE)ARAY  RR b1y 100,000MOP 100% ARALAT ST RRRERRS
Daiwa Manufacturing (Macao Commercial Macau Macau MOP$100,000 Limited fiability company Manufacture of electronic
Offshore) Gompany Limited components and

consumer products
ANBHEERAR & & 4h 100% AREEAR YRR RENRANET
Daiwa Manufacturing Limited Hong Kong Hong Kong HK$4 Limited liability company HELERE
Manufacture of electronic
components and
manufacturing services
of electronic products
a2 HERAR &t 3] 10047 100% FREEAF ERw:lict
Daiwa Maxiworld Limited Hong Kong Hong Kong HK$100 Limited liability company Distribution of electronic
components
ANBHARAR B 3 100087 100% AREEAR ERojii 4
Daiwa Interconnect Limited Hong Kong Hong Kong HK$1,000 Limited liability company Distribution of Electronic
Components
ANRBRI