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TO THE SHAREHOLDERS OF
PROSPERITY INTERNATIONAL HOLDINGS (H.K.) LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Prosperity International Holdings (H.K.) Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) set out on pages 35 to 104, which comprise the consolidated
statement of financial position as at 31 March 2010, and the consolidated income statement, consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the year
then ended, and a summary of significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation and the true and fair presentation of these financial
statements in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”) and the 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 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 HKICPA. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance as to whether the financial
statements are free from material misstatement.

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

RSM Nelson Wheeler
Certified Public Accountants

Hong Kong
20 July 2010



35 Prosperity International Holdings (H.K.) Limited
Annual Report 2010

For the year ended 31 March 2010

2010 2009

Note HK$’000 HK$’000

Continuing operations

Turnover 6 2,559,682 786,492

Cost of goods sold (2,404,708) (703,062)

Gross profit 154,974 83,430

Other income 7 31,419 7,145

Selling and distribution costs (59,459) (36,323)

Administrative expenses (106,251) (28,388)

Profit from operations 20,683 25,864

Finance costs 9 (5,883) (1,927)

Share of profits less losses of associates 19,799 —

Fair value loss on derivative financial instruments (77,064) —

(Loss)/profit before tax (42,465) 23,937

Income tax expense 10 (2,115) (878)

(Loss)/profit for the year from continuing operations (44,580) 23,059

Discontinued operation

Profit for the year from discontinued operation 11 142,115 —

Profit for the year 12 97,535 23,059

Attributable to:

Owners of the Company 57,394 24,573

Minority interests 40,141 (1,514)

97,535 23,059

Earnings/(loss) per share

From continuing and discontinued operations

– basic (HK cents) 16(a) 1.5 1.2

– diluted (HK cents) 16(a) N/A 1.1

From continuing operations

– basic (HK cents) 16(b) (0.6) 1.2

– diluted (HK cents) 16(b) N/A 1.1
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2010 2009

HK$’000 HK$’000

Profit for the year 97,535 23,059

Other comprehensive income:

Exchange differences on translating foreign operations 2,929 157

Total comprehensive income for the year 100,464 23,216

Attributable to:

Owners of the Company 59,304 24,685

Minority interests 41,160 (1,469)

100,464 23,216
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2010 2009

Note HK$’000 HK$’000

Non-current assets

Property, plant and equipment 17 6,042 957

Goodwill 19 38,105 —

Other intangible assets 20 192,640 192,640

Interests in associates 22 378,346 28,120

Non-current prepayments 23 129,240 6,771

744,373 228,488

Current assets

Trade and bills receivables 24 155,061 25,742

Prepayments, deposits and other receivables 25 512,006 21,951

Current tax assets 1,542 496

Pledged bank deposits 26 54,581 15,389

Bank and cash balances 26 403,909 83,468

1,127,099 147,046

Disposal group held for sale 27 5,869,803 —

6,996,902 147,046

TOTAL ASSETS 7,741,275 375,534

Capital and reserves

Share capital 28 55,177 21,760

Reserves 30 1,796,607 139,137

Equity attributable to owners of the Company 1,851,784 160,897

Minority interests 1,378,072 56,244

Total equity 3,229,856 217,141

Non-current liabilities

Bank borrowings 31 23,512 29,621

Obligations under finance leases 32 335 —

Deferred tax liabilities 33 48,160 48,160

72,007 77,781
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2010 2009

Note HK$’000 HK$’000

Current liabilities

Trade and bills payables 34 222,187 15,063

Other payables 35 866,054 40,951

Receipt in advance 1,171 99

Derivative financial instruments 36 89,965 —

Current portion of bank borrowings 31 338,261 24,352

Current portion of obligations under finance leases 32 308 147

1,517,946 80,612

Liabilities directly associated with disposal group held for sale 27 2,921,466 —

4,439,412 80,612

Total liabilities 4,511,419 158,393

TOTAL EQUITY AND LIABILITIES 7,741,275 375,534

Net current assets 2,557,490 66,434

Total assets less current liabilities 3,301,863 294,922

Approved by the Board of Directors on 20 July 2010

Wong Ben Koon Kong Siu Keung

Chairman and Executive Director Executive Director
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Attributable to owners of the Company

Foreign

currency Share-based

Share Share translation Contributed payment Other Retained Minority Total

capital premium reserve surplus reserve reserve profits Total interests equity

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 April 2008 20,012 48,837 2,640 14,878 1,933 50 27,745 116,095 57,713 173,808

Total comprehensive

income for the year — — 112 — — — 24,573 24,685 (1,469 ) 23,216

Recognition of

share-based payments — — — — 173 — — 173 — 173

Issue of new shares

for acquisition

of subsidiaries

(Note 28(a)) 1,837 20,019 — — — — — 21,856 — 21,856

Repurchase of shares

(Note 28(b)) (189 ) (2,063 ) — — — — — (2,252 ) — (2,252 )

Issue of new shares

upon exercise of share

options (Note 28(c)) 100 297 — — (57 ) — — 340 — 340

1,748 18,253 — — 116 — — 20,117 — 20,117

At 31 March 2009 21,760 67,090 2,752 14,878 2,049 50 52,318 160,897 56,244 217,141

Total comprehensive

income for the year — — 1,910 — — — 57,394 59,304 41,160 100,464

Recognition of

share-based payments — — — — 5,145 — — 5,145 — 5,145

Issue of new shares

for acquisition of

subsidiaries (Note 28(d)) 32,437 1,589,426 — — — — — 1,621,863 — 1,621,863

Issue of new shares

upon exercise of share

options (Note 28(e)) 980 4,680 — — (1,085 ) — — 4,575 — 4,575

Acquisition of subsidiaries

(Note 38(a)) — — — — — — — — 1,273,790 1,273,790

Deemed disposal of partial

interests in subsidiaries — — — — — — — — 6,878 6,878

33,417 1,594,106 — — 4,060 — — 1,631,583 1,280,668 2,912,251

At 31 March 2010 55,177 1,661,196 4,662 14,878 6,109 50 109,712 1,851,784 1,378,072 3,229,856
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2010 2009

Note HK$’000 HK$’000

CASH FLOWS FROM OPERATING ACTIVITIES

Profit for the year 97,535 23,059

Adjustments for:

Income tax expense 34,761 878

Finance costs 41,195 1,927

Interest income (2,302) (233)

Depreciation 27,531 244

Amortisation 12,065 —

Share-based payments 5,145 173

Share of profits less losses of associates (96,423) —

Impairment loss on interests in a jointly controlled entity 17,838 —

Fair value loss on derivative financial instruments 77,064 —

Gain on deemed disposal of partial interests in subsidiaries (760) —

Operating profit before working capital changes 213,649 26,048

Increase in inventories (19,908) —

Decrease in trade and bills receivables 164,039 12,033

Increase in prepayments, deposits and other receivables (256,983) (16,711)

Decrease in trade and bills payables (73,396) (3,544)

Increase in other payables 49,920 12,631

Increase/(decrease) in receipt in advance 26,867 (104)

Repayment to a related company — (90)

Cash generated from operating activities 104,188 30,263

Income tax paid (28,659) (1,392)

Net cash generated from operating activities 75,529 28,871

CASH FLOWS FROM INVESTING ACTIVITIES

Increase in pledged bank deposits (28,866) (6,357)

Interest received 2,302 233

Acquisition of subsidiaries 38(a) 311,525 (16,000)

Purchases of property, plant and equipment (604,653) (71)

Proceeds from disposal of property, plant and equipment 2,770 —

Payment for lease prepayments (53,403) —

Investment in an associate (34,538) —

Deposit received for disposal of subsidiaries 800,000 —

Dividends received from an associate 15,439 —

Increase in non-current prepayments (190,936) (6,771)

Net cash generated from/(used in) investing activities 219,640 (28,966)
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2010 2009

HK$’000 HK$’000

CASH FLOWS FROM FINANCING ACTIVITIES

Bank loans raised 504,541 62,395

Repayment of bank loans (336,549) (17,101)

Repayment of obligations under finance leases (338) (165)

Increase in trust receipt loans 122,117 —

Finance lease charges paid (47) (17)

Interests paid (41,148) (1,910)

Proceeds from issuance of shares 4,575 340

Proceeds from issuance of shares of a subsidiary 7,638 —

Repurchase of shares — (2,252)

Net cash generated from financing activities 260,789 41,290

NET INCREASE IN CASH AND CASH EQUIVALENTS 555,958 41,195

Effect of foreign exchange rate changes 668 109

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 83,468 42,164

CASH AND CASH EQUIVALENTS AT END OF YEAR 640,094 83,468

ANALYSIS OF CASH AND CASH EQUIVALENTS

Bank and cash balances 640,094 83,468

Representing:

Continuing operations 403,909 83,468

Discontinued operation 236,185 —

640,094 83,468
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1. GENERAL INFORMATION

The Company was incorporated in Bermuda as an exempted company with limited liability. The address of its

registered office is Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda. The principal place of business of

the Company is Suites 1801-6, 18th Floor, Tower 2, The Gateway, 25 Canton Road, Tsim Sha Tsui, Kowloon, Hong

Kong. The Company’s shares are listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”).

The Company is an investment holding company. The principal activities of its subsidiaries are set out in Note 44 to the

financial statements.

2. ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted all the new and revised Hong Kong Financial Reporting Standards

(“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants that are relevant to its operations and

effective for its accounting year beginning on 1 April 2009. HKFRSs comprise Hong Kong Financial Reporting Standards

(“HKFRS”); Hong Kong Accounting Standards (“HKAS”); and Interpretations. The adoption of these new and revised

HKFRSs did not result in substantial changes to the Group’s accounting policies, presentation of the Group’s financial

statements and amounts reported for the current year and prior years except as stated below.

(a) Presentation of Financial Statements

HKAS 1 (Revised) “Presentation of Financial Statements” affects certain disclosures and presentation of the

financial statements. The balance sheet is renamed as the statement of financial position and the cash flow

statement is renamed as the statement of cash flows. All income and expenses arising from transactions with

non-owners are presented in the statement of comprehensive income, and the total carried to the statement of

changes in equity. The owner changes in equity are presented in the statement of changes in equity. HKAS 1

(Revised) also requires disclosures of the reclassification adjustments and tax effects relating to each component

of other comprehensive income for the year. HKAS 1 (Revised) has been applied retrospectively.

(b) Financial instruments: Disclosures

As a result of the adoption of the amendments to HKFRS 7 “Financial instruments: Disclosures”, the financial

statements include expanded disclosures in Note 5(f) about the fair value measurement of the Group’s financial

instruments, categorising these fair value measurements into a three-level fair value hierarchy according to the

extent to which they are based on observable market date. The Group has taken advantage of the transitional

provisions set out in the amendments to HKFRS 7, under which comparative information for the newly required

disclosures about the fair value measurements of financial instruments has not been provided.

(c) Operating Segments

HKFRS 8 “Operating Segments” requires operating segments to be identified on the basis of internal reports

about components of the Group that are regularly reviewed by the chief operating decision maker in order to

allocate resources to the segment and to assess its performance. Previously, HKAS 14 “Segment Reporting”

required an entity to identify two sets of segments (business and geographical), using a risks and rewards

approach, with the entity’s system of internal financial reporting to key management personnel serving as the

starting point for the identification of such segments. The Group concluded that the primary segments reported

under HKAS 14 are the same as the segments reported under HKFRS 8. These revised disclosures, including the

related revised comparative information and the segment accounting policies under HKFRS 8, are shown in Note

8 to the financial statements. HKFRS 8 has been applied retrospectively.

The Group has not applied the new HKFRSs that have been issued but are not yet effective. The Group has already

commenced an assessment of the impact of these new HKFRSs but is not yet in a position to state whether these

new HKFRSs would have a material impact on its results of operations and financial position.
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3. SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with HKFRSs, accounting principles generally accepted

in Hong Kong and the applicable disclosures required by the Rules Governing the Listing of Securities on the Stock

Exchange and by the Hong Kong Companies Ordinance.

These financial statements have been prepared under the historical cost convention except for derivative financial

instruments which are measured at fair value and non-current assets and disposal group held for sale which are stated

at the lower of the assets’ or disposal group’s previous carrying amount and fair value less costs to sell.

The preparation of financial statements in conformity with HKFRSs requires the use of certain key assumptions and

estimates. It also requires the Directors to exercise their judgements in the process of applying the accounting

policies. The areas where assumptions and estimates are significant to these financial statements, are disclosed in

Note 4 to the financial statements.

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

(a) Consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries made

up to 31 March. Subsidiaries are entities over which the Group has control. Control is the power to govern the

financial and operating policies of an entity so as to obtain benefits from its activities. The existence and effect of

potential voting rights that are currently exercisable or convertible are considered when assessing whether the

Group has control.

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

consolidated from the date that control ceases.

The gain or loss on the disposal of a subsidiary represents the difference between the proceeds of the sale and

the Group’s share of its net assets together with any remaining goodwill relating to the subsidiary and also any

related accumulated foreign currency translation reserve.

Intergroup transactions, balances and unrealised profits are eliminated. Unrealised losses are also eliminated

unless the transaction provides evidence of an impairment of the asset transferred. Accounting policies of

subsidiaries have been changed where necessary to ensure consistency with the policies adopted by the Group.

Minority interests represent the portion of interests of minority shareholders in the operating results and net

assets of subsidiaries. Minority interests are presented in the consolidated statement of financial position and

consolidated statement of changes in equity within equity. Minority interests are presented in the consolidated

income statement and consolidated statement of comprehensive income as an allocation of profit or loss for the

year between the minority and owners of the Company (majority interests). Losses applicable to the minority in

excess of the minority’s interests in the subsidiary’s equity are allocated against the majority interests except to

the extent that the minority has a binding obligation and is able to make an additional investment to cover the

losses. If the subsidiary subsequently reports profits, such profits are allocated to the majority interests until the

minority’s share of losses previously absorbed by the majority has been recovered.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b) Business combination and goodwill

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

of an acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities

incurred or assumed at the date of exchange, plus costs directly attributable to the acquisition. Identifiable

assets, liabilities and contingent liabilities of the subsidiary in an acquisition are measured at their fair values at

the acquisition date.

The excess of the cost of acquisition over the Group’s share of the net fair value of the subsidiary’s identifiable

assets, liabilities and contingent liabilities is recorded as goodwill. Any excess of the Group’s share of the net fair

value of the identifiable assets, liabilities and contingent liabilities over the cost of acquisition is recognised in the

consolidated income statement.

Goodwill is tested annually for impairment or more frequently if events or changes in circumstances indicate that

it might be impaired. Goodwill is measured at cost less accumulated impairment losses. The method of

measuring impairment losses of goodwill is the same as that of other assets as stated in the accounting policy

(aa) below. Impairment losses of goodwill are recognised in consolidated income statement and are not

subsequently reversed. Goodwill is allocated to cash-generating units that are expected to benefit from the

synergies of the acquisition for the purpose of impairment testing.

The interests of minority shareholders in the subsidiary is initially measured at the minority’s proportion of the net

fair value of the subsidiary’s identifiable assets, liabilities and contingent liabilities at the acquisition date.

(c) Associates

Associates are entities over which the Group has significant influence. Significant influence is the power to

participate in the financial and operating policies of an entity but is not control or joint control over those policies.

The existence and effect of potential voting rights that are currently exercisable or convertible are considered

when assessing whether the Group has significant influence.

Investment in an associate is accounted for in the consolidated financial statements by the equity method of

accounting and is initially recognised at cost. Identifiable assets, liabilities and contingent liabilities of the

associate in an acquisition are measured at their fair values at the acquisition date. The excess of the cost of

acquisition over the Group’s share of the net fair value of the associate’s identifiable assets, liabilities and

contingent liabilities is recorded as goodwill. The goodwill is included within the carrying amount of the

investment and is tested for impairment together with the investment at the end of each reporting period when

there is objective evidence that the investment is impaired. Any excess of the Group’s share of the net fair value

of the identifiable assets, liabilities and contingent liabilities over the cost of acquisition is recognised in the

consolidated income statement.

The Group’s share of an associate’s post-acquisition profits or losses is recognised in the consolidated income

statement, and its share of the post-acquisition movements in reserves is recognised in the consolidated

reserves. The cumulative post-acquisition movements are adjusted against the carrying amount of the

investment. When the Group’s share of losses in an associate equals or exceeds its interest in the associate,

including any other unsecured receivables, the Group does not recognise further losses, unless it has incurred

obligations or made payments on behalf of the associate. If the associate subsequently reports profits, the Group

resumes recognising its share of those profits only after its share of the profits equals the share of losses not

recognised.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Associates (Continued)

The gain or loss on the disposal of an associate represents the difference between the proceeds of the sale and

the Group’s share of its carrying amount together with any remaining goodwill relating to the associate and also

any related accumulated foreign currency translation reserve.

Unrealised profits on transactions between the Group and its associates are eliminated to the extent of the

Group’s interests in the associates. Unrealised losses are also eliminated unless the transaction provides

evidence of an impairment of the asset transferred. Accounting policies of associates have been changed where

necessary to ensure consistency with the policies adopted by the Group.

(d) Jointly controlled entity

A jointly controlled entity is a contractual arrangement whereby the Group and other parties undertake an

economic activity that is subject to joint control. Joint control is the contractually agreed sharing of control over

the economic activity when the strategic financial and operating decisions relating to the activity require the

unanimous consent of the parties sharing control (the “venturers”).

A jointly controlled entity is a joint venture that involves the establishment of a separate entity in which each

venturer has an interest.

Investment in a jointly controlled entity is accounted for in the consolidated financial statements by the equity

method and is initially recognised at cost. Identifiable assets, liabilities and contingent liabilities of the jointly

controlled entity in an acquisition are measured at their fair values at the acquisition date. The excess of the cost

of acquisition over the Group’s share of the net fair value of the jointly controlled entity’s identifiable assets,

liabilities and contingent liabilities is recorded as goodwill. The goodwill is included in the carrying amount of the

investment and is tested for impairment together with the investment at the end of each reporting period when

there is objective evidence that the investment is impaired. Any excess of the Group’s share of the net fair value

of the identifiable assets, liabilities and contingent liabilities over the cost of acquisition is recognised in

consolidated income statement.

The Group’s share of a jointly controlled entity’s post-acquisition profits or losses is recognised in consolidated

income statement, and its share of the post-acquisition movements in reserves is recognised in the consolidated

reserves. The cumulative post-acquisition movements are adjusted against the carrying amount of the

investment. When the Group’s share of losses in a jointly controlled entity equals or exceeds its interest in the

jointly controlled entity, including any other unsecured receivables, the Group does not recognise further losses,

unless it has incurred obligations or made payments on behalf of the jointly controlled entity. If the jointly

controlled entity subsequently reports profits, the Group resumes recognising its share of those profits only after

its share of the profits equals the share of losses not recognised.

The gain or loss on the disposal of a jointly controlled entity represents the difference between the proceeds of

the sale and the Group’s share of its carrying amount together with any remaining goodwill relating to the jointly

controlled entity and also any related accumulated foreign currency translation reserve.

Unrealised profits on transactions between the Group and its jointly controlled entity are eliminated to the extent

of the Group’s interests in the jointly controlled entity. Unrealised losses are also eliminated unless the

transaction provides evidence of an impairment of the asset transferred. Accounting policies of jointly controlled

entity have been changed where necessary to ensure consistency with the policies adopted by the Group.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e) Foreign currency translation

(i) Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using the currency

of the primary economic environment in which the entity operates (the “functional currency”). The

consolidated financial statements are presented in Hong Kong dollars, which is the Company’s functional

and presentation currency.

(ii) Transactions and balances in each entity’s financial statements

Transactions in foreign currencies are translated into the functional currency on initial recognition using the

exchange rates prevailing on the transaction dates. Monetary assets and liabilities in foreign currencies are

translated at the rates ruling at the end of each reporting period. Gain and losses resulting from this

translation policy are included in the income statement.

(iii) Translation on consolidation

The results and financial position of all the Group entities that have a functional currency different from the

Company’s presentation currency are translated into the Company’s presentation currency as follows:

— Assets and liabilities for each statement of financial position presented are translated at the closing

rate at the date of that statement of financial position;

— Income and expenses for each income statement are translated at average exchange rates (unless

this average is not a reasonable approximation of the cumulative effect of the rates prevailing on the

transaction dates, in which case income and expenses are translated at the exchange rates on the

transaction dates); and

— All resulting exchange differences are recognised in the foreign currency translation reserve.

On consolidation, exchange differences arising from the translation of the net investment in foreign entities

and of borrowings are recognised in the foreign currency translation reserve. When a foreign operation is

sold, such exchange differences are recognised in the consolidated income statement as part of the profit

or loss on disposal.

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.



47 Prosperity International Holdings (H.K.) Limited
Annual Report 2010

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f) Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,

only when it is probable that future economic benefits associated with the item will flow to the Group and the

cost of the item can be measured reliably. All other repairs and maintenance are expensed in the income

statement during the financial period in which they are incurred.

Depreciation of property, plant and equipment is calculated at rates sufficient to write off their cost less their

residual values over the estimated useful lives on a straight-line basis. The principal annual rates are as follows:

Buildings 3%

Furniture and fixtures 10% to 33%

Leasehold improvements 10%

Motor vehicles 10% to 50%

Office equipment 10% to 33%

Plant and machinery 7% to 20%

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

each reporting period.

Construction in progress represents building under construction and plant and machinery pending installation,

and is stated at cost less impairment losses. Depreciation begins when the relevant assets are available for use.

The gain or loss on disposal of property, plant and equipment is the difference between the net sales proceeds

and the carrying amount of the relevant asset, and is recognised in the income statement.

(g) Leases

(i) Operating leases

Leases that do not substantially transfer to the Group all risks and rewards of ownership of assets are

accounted for as operating leases. Lease payments (net of any incentives received from the lessor) are

expensed on a straight-line basis over the lease term.

(ii) Finance leases

Leases that substantially transfer to the Group all the risks and rewards of ownership of assets are

accounted for as finance leases. At the commencement of the lease term, a finance lease is capitalised at

the lower of the fair value of the leased asset and the present value of the minimum lease payments, each

determined at the inception of the lease.

The corresponding liability to the lessor is included in the statement of financial position as obligations

under finance leases. Lease payments are apportioned between the finance charge and the reduction of

the outstanding liability. The finance charge is allocated to each period during the lease term so as to

produce a constant periodic rate of interest on the remaining balance of the liability.

Assets under finance leases are depreciated the same as owned assets over the their estimated useful

lives.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h) Mining rights

Mining rights are stated at cost less accumulated amortisation and any impairment losses. The mining right are

amortised from the date when the mining activities commence and on a straight-line basis over their estimated

useful life from 10 to 20 years.

(i) Backlogs

Backlogs are stated at cost less accumulated amortisation and impairment losses. Amortisation is calculated on a

straight-line basis over its useful life of 1.4 years.

(j) Non-current assets and disposal group held for sale and discontinued operations

Non-current assets or disposal group are classified as held for sale if their carrying amount will be recovered

principally through a sale transaction rather than through continuing use. This condition is regarded as met only

when the sale is highly probable and the assets or disposal group are available for immediate sale in their present

condition. The Group must be committed to the sale, which should be expected to qualify for recognition as a

completed sale within one year from the date of classification.

Non-current assets or disposal group classified as held for sale are measured at the lower of the assets’ or

disposal group’s previous carrying amount and fair value less costs to sell.

A discontinued operation is a component of the Group, the operations and cash flows of which can be clearly

distinguished from the rest of the Group and which represents a separate major line of business or geographical

area of operations, or is part of a single co-ordinated plan to dispose of a separate major line of business or

geographical area of operations, or is a subsidiary acquired exclusively with a view to resale.

Classification as a discontinued operation occurs upon disposal or when the operation meets the criteria to be

classified as held for sale in accordance with HKFRS 5, if earlier. It also occurs when the operation is abandoned.

When an operation is classified as discontinued, a single amount is presented in the income statement, which

comprises:

— The post-tax profit or loss of the discontinued operation; and

— The post-tax gain or loss recognised on the measurement to fair value less costs to sell, or on the disposal,

of the assets or disposal group constituting the discontinued operation.

(k) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted

average basis. The cost of finished goods and work in progress comprises raw materials, direct labour and an

appropriate proportion of all production overhead expenditure, and where appropriate, subcontracting charges.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of

completion and the estimated costs necessary to make the sale.



49 Prosperity International Holdings (H.K.) Limited
Annual Report 2010

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(l) Recognition and derecognition of financial instruments

Financial assets and financial liabilities are recognised in the statement of financial position when the Group

becomes a party to the contractual provisions of the instruments.

Financial assets are derecognised when the contractual rights to receive cash flows from the assets expire; the

Group transfers substantially all the risks and rewards of ownership of the assets; or the Group neither transfers

nor retains substantially all the risks and rewards of ownership of the assets but has not retained control on the

assets. On derecognition of financial asset, the difference between the asset’s carrying amount and the sum of

the consideration received and the cumulative gain or loss that had been recognised in other comprehensive

income is recognised in the income statement.

Financial liabilities are derecognised when the obligation specified in the relevant contracts is discharged,

cancelled or expires. The difference between the carrying amount of the financial liability derecognised and the

consideration paid is recognised in the income statement.

(m) Trade and other receivables

Trade and other receivables are non-derivative financial assets with fixed or determinable payments that are not

quoted in an active market and are recognised initially at fair value and subsequently measured at amortised cost

using the effective interest method, less allowance for impairment. An allowance for impairment of trade and

other receivables is established when there is objective evidence that the Group will not be able to collect all

amounts due according to the original terms of receivables. The amount of the allowance is the difference

between the receivables’ carrying amount and the present value of estimated future cash flows, discounted at

the effective interest rate computed at initial recognition. The amount of the allowance is recognised in the

income statement.

Impairment losses are reversed in subsequent periods and recognised in the income statement when an

increase in the receivables’ recoverable amount can be related objectively to an event occurring after the

impairment was recognised, subject to the restriction that the carrying amount of the receivables at the date the

impairment is reversed shall not exceed what the amortised cost would have been had the impairment not been

recognised.

(n) Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents represent cash at bank and on hand,

demand deposits with banks and other financial institutions, and short-term highly liquid investments which are

readily convertible into known amounts of cash and subject to an insignificant risk of change in value. Bank

overdrafts which are repayable on demand and form an integral part of the Group’s cash management are also

included as a component of cash and cash equivalents.

(o) Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according to the substance of the contractual

arrangements entered into and the definitions of a financial liability and an equity instrument under HKFRSs. An

equity instrument is any contract that evidences a residual interest in the assets of the Group after deducting all

of its liabilities. The accounting policies adopted for specific financial liabilities and equity instruments are set out

in (p) to (t) below.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(p) Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred, and subsequently measured at

amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of

the liability for at least 12 months after the reporting period.

(q) Financial guarantee contract liabilities

Financial guarantee contract liabilities are measured initially at their fair values and are subsequently measured at

the higher of:

— the amount of the obligations under the contracts, as determined in accordance with HKAS 37 “Provision,

Contingent Liabilities and Contingent Assets”; and

— the amount initially recognised less cumulative amortisation recognised in the income statement on a

straight-line basis over the terms of the guarantee contracts.

(r) Trade and other payables

Trade and other payables are stated initially at their fair value and subsequently measured at amortised cost using

the effective interest method unless the effect of discounting would be immaterial, in which case they are stated

at cost.

(s) Equity instruments

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

(t) Derivative financial instruments

Derivative are initially recognised and subsequently measured at fair value. Changes in fair value of derivatives

are recognised in income statement as they arise.

(u) Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and is recognised when it is

probable that the economic benefits will flow to the Group and the amount of revenue can be measured reliably.

Revenue from the sales of goods is recognised on the transfer of significant risks and rewards of ownership,

which generally coincides with the time when the goods are delivered and the title has passed to the customers.

Commission and despatch income is recognised on an accrual basis.

Interest income is recognised on a time-proportion basis using the effective interest method.
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(v) Employee benefits

(i) Employee leave entitlements

Employee entitlements to annual leave and long service leave are recognised when they accrue to

employees. A provision is made for the estimated liability for annual leave and long service leave as a result

of services rendered by employees up to the end of reporting period.

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

(ii) Pension obligations

The Group contributes to defined contribution retirement schemes which are available to all eligible

employees. Contributions to the schemes by the Group and employees are calculated as a percentage of

employees’ basic salaries. The retirement benefit scheme cost charged to the income statement

represents contributions payable by the Group to the funds.

(iii) Termination benefits

Termination benefits are recognised when, and only when, the Group demonstrably commits itself to

terminate employment or to provide benefits as a result of voluntary redundancy by having a detailed

formal plan which is without realistic possibility of withdrawal.

(w) Share-based payments

The Group issues equity-settled share-based payments to certain employees. Equity-settled share-based

payments are measured at fair value (excluding the effect of non market-based vesting conditions) of the equity

instrument at the date of grant and is recognised as an employee cost with a corresponding increase in share-

based payment reserve within equity. The fair value determined at the grant date of the equity-settled share-

based payments is expensed on a straight-line basis over the vesting period, based on the Group’s estimate of

shares that will eventually vest and adjusted for the effect of non market-based vesting conditions.

During the vesting period, the number of share options that is expected to vest is reviewed. Any adjustment to

the cumulative fair value recognised in prior years is recognised to profit or loss for the year of the review, unless

the original employee expenses qualify for recognition as an asset, with a corresponding adjustment to the share-

based payment reserve. On vesting date, the amount recognised as an expense is adjusted to reflect the actual

number of share options that vest (with a corresponding adjustment to the share-based payment reserve) except

where forfeiture is only due to not achieving vesting conditions that relate to the market price of the Company’s

shares. The equity amount is recognised in the share-based payment reserve until either the option is exercised

(when it is transferred to the share premium account) or the option expires (when it is released directly to

retained profits).
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(x) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are

assets that necessarily take a substantial period of time to get ready for their intended use or sale, are capitalised

as part of the cost of those assets, until such time as the assets are substantially ready for their intended use or

sale. Investment income earned on the temporary investment of specific borrowings pending their expenditure

on qualifying assets is deducted from the borrowing costs eligible for capitalisation.

To the extent that funds are borrowed generally and used for the purpose of obtaining a qualifying asset, the

amount of borrowing costs eligible for capitalisation is determined by applying a capitalisation rate to the

expenditures on that asset. The capitalisation rate is the weighted average of the borrowing costs applicable to

the borrowings of the Group that are outstanding during the period, other than borrowings made specifically for

the purpose of obtaining a qualifying asset.

All other borrowing costs are recognised in the income statement in the period in which they are incurred.

(y) Taxation

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

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in

the income statement because it excludes items of income or expense that are taxable or deductible in other

years and it further excludes items that are never taxable or deductible. The Group’s liability for current tax is

calculated using tax rates that have been enacted or substantively enacted by the end of the reporting period.

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the financial

statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities are

generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent

that it is probable that taxable profits will be available against which deductible temporary differences, unused tax

losses or unused tax credits can be utilised. Such assets and liabilities are not recognised if the temporary

difference arises from goodwill or from the initial recognition (other than in a business combination) of other

assets and liabilities in a transaction that affect neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and

associates, and interests in jointly controlled entity, except where the Group is able to control the reversal of the

temporary difference and it is probable that the temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the

extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset

to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or

the asset is realised, based on tax rates that have been enacted or substantively enacted by the end of the

reporting period. Deferred tax is recognised in income statement, except when it relates to items recognised in

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

comprehensive income or directly in equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets

against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the

Group intends to settle its current tax assets and liabilities on a net basis.
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(z) Related parties

A party is related to the Group if:

(i) directly or indirectly through one or more intermediaries, the party controls, is controlled by, or is under

common control with, the Group; has an interest in the Group that gives it significant influence over the

Group; or has joint control over the Group;

(ii) the party is an associate;

(iii) the party is a jointly controlled entity;

(iv) the party is a member of the key management personnel of the Company or its parent;

(v) the party is a close member of the family of any individual referred to in (i) or (iv);

(vi) the party is an entity that is controlled, jointly controlled or significantly influenced by or for which

significant voting power in such entity resides with, directly or indirectly, any individual referred to in (iv) or

(v); or

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

is a related party of the Group.

(aa) Impairment of assets

Intangible assets that have an indefinite useful life or not yet available for use are reviewed annually for

impairment and are reviewed for impairment whenever events or changes in circumstances indicate the carrying

amount may not be recoverable.

At the end of each reporting period, the Group reviews the carrying amounts of its tangible and intangible assets

except goodwill, deferred tax assets, inventories and receivables to determine whether there is any indication

that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the

asset is estimated in order to determine the extent of any impairment loss. Where it is not possible to estimate

the recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-

generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the

estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects

current market assessments of the time value of money and the risks specific to the asset.

If the recoverable amount of an asset or cash-generating unit is estimated to be less than its carrying amount,

the carrying amount of the asset or cash generating unit is reduced to its recoverable amount. An impairment

loss is recognised immediately in the income statement, unless the relevant asset is carried at a revalued

amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset or cash-generating unit is

increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not

exceed the carrying amount that would have been determined (net of amortisation or depreciation) had no

impairment loss been recognised for the asset or cash-generating unit in prior years. A reversal of an impairment

loss is recognised immediately in the income statement, unless the relevant asset is carried at a revalued

amount, in which case the reversal of the impairment loss is treated as revaluation increase.
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(bb) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Group has a present legal or

constructive obligation arising as a result of a past event, it is probable that an outflow of economic benefits will

be required to settle the obligation and a reliable estimate can be made. Where the time value of money is

material, provisions are stated at the present value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be

estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow is remote.

Possible obligations, whose existence will only be confirmed by the occurrence or non-occurrence of one or

more future events, are also disclosed as contingent liabilities unless the probability of outflow is remote.

(cc) Event after the reporting period

Event after the reporting period that provide additional information about the Group’s position at the end of the

reporting period or those that indicate the going concern assumption is not appropriate are adjusting events and

are reflected in the financial statements. Event after the reporting period that are not adjusting events are

disclosed in the Notes to the financial statements when material.

4. KEY ESTIMATES

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the end of the reporting

period, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities

within the next financial year, are discussed below.

(a) Property, plant and equipment and depreciation

The Group determines the estimated useful lives, residual values and related depreciation charges for the

Group’s property, plant and equipment. This estimate is based on the historical experience of the actual useful

lives and residual values of property, plant and equipment of similar nature and functions. The Group will revise

the depreciation charge where useful lives and residual values are different to those previously estimated, or it

will write-off or write-down technically obsolete or non-strategic assets that have been abandoned or sold.

(b) Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating unit

to which goodwill has been allocated. The value in use calculation requires the Group to estimate the future cash

flows expected to arise from the cash-generating unit and a suitable discount rate in order to calculate the

present value.
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Key sources of estimation uncertainty (Continued)

(c) Mine reserve and impairment of mining rights

Mine reserve is estimates of the quantity of product that can be economically and legally extracted from the

mining site. In order to calculate the mine reserve, estimates and assumptions are required about a range of

geological, technical and economic factors, including quantities, grades, production techniques, production costs,

transport costs, commodity demand and commodity prices.

Estimating the quantity and/or grade of reserves requires the size, shape and depth of ore bodies or fields to be

determined by analysing geological data such as drilling samples. This process may require complex and difficult

geological judgements and calculations to interpret the data. Should there be any change in economic

assumptions and geological data that used to estimate the mine reserve, impairment loss on the mining right

may arise.

(d) Income taxes

The Group is subject to income taxes in several jurisdictions. Significant estimates are required in determining

the provision for income tax and deferred tax. There are many transactions and calculations for which the

ultimate tax determination is uncertain during the ordinary course of business. Where the final tax outcome of

these matters is different from the amounts that were initially recorded, such differences will impact the income

tax and deferred tax provisions in the period in which such determination is made.

(e) Environmental contingencies

Up to the report date, the Group has not incurred any significant expenditure for environment remediation, is

currently not involved in any environmental remediation, and has not accrued any amounts for environmental

remediation relating to its operations. Under existing legislation, management believes that there are no probable

liabilities that will have a material adverse effect on the financial position or operating results of the Group. The

government of the People’s Republic of China (the “PRC”), however, has moved and may move further towards

more rigorous enforcement of applicable laws, and towards the adoption of more stringent environmental

standards. Environmental liabilities are subject to considerable uncertainties which affect the Group’s ability to

estimate the ultimate cost of remediation efforts. These uncertainties include: (i) the exact nature and extent of

the contamination at various sites including, but not limited to mines’ production plants whether operating,

closed and sold; (ii) the extent of required cleanup efforts; (iii) varying costs of alternative remediation strategies;

(iv) changes in environmental remediation requirements; and (v) the identification of new remediation sites. The

amount of such future cost is indeterminable due to such factors as the unknown magnitude of possible

contamination and the unknown timing and extent of the corrective actions that may be required. Accordingly,

the outcome of environmental liabilities under proposed or future environmental legislation cannot reasonably be

estimated at present, and could be material.
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Key sources of estimation uncertainty (Continued)

(f) Business acquisition

For the business combinations undertaken by the Group, the Group allocates the costs of the acquired entities to

the assets acquired and the liabilities assumed based on their estimated fair value on the date of acquisition. This

process is commonly referred to as the purchase price allocation. As part of the purchase price allocation, the

Group is required to determine the fair value of any identifiable intangible assets acquired. The determination of

the fair value of the intangible assets acquired involves certain judgement and estimates. These judgements can

include, but are not limited to, the cash flows that an asset is expected to generate in the future.

The fair values of the identifiable intangible assets were determined by the Group with inputs from the

independent appraisers using mainly the income approach. Future cash flows are predominantly based on the

historical pricing and expense levels, taking into consideration the relevant market size and growth factors. The

resulting cash flows are then discounted at a rate approximating the Group’ weighted average cost of capital.

A change in the amount allocated to identifiable intangible assets would have an offsetting effect on the amount

of goodwill recognised from the acquisition and would change the amount of amortisation expense recognised

related to those identifiable intangible assets.

(g) Impairment loss on trade and other receivables

The Group makes impairment loss on receivables based on assessments of the recoverability of the trade and

other receivables, including the current creditworthiness, past collection history and securities (if any) of each

debtor. Impairments arise where events or changes in circumstances indicate that the balances may not be

collectible. The identification of impairment loss on receivables requires the use of judgement and estimates.

Where the actual result is different from the original estimate, such difference will impact the carrying value of

the trade and other receivables and impairment loss on receivables in the year in which such estimate has been

changed.
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The Group’s activities expose it to a variety of financial risks, including foreign currency risk, credit risk, liquidity risk and

interest rate risk. The Group’s overall risk management programme focuses on the unpredictability of financial markets

and seeks to minimise potential adverse effects on the Group’s financial performance.

(a) Foreign currency risk

The Group has certain exposure to foreign currency risk as some of its business transactions, assets and

liabilities are denominated in currencies other than the functional currency of respective Group entities, such as

Hong Kong dollars (“HK$”), United States dollars (“US$”) and Renminbi (“RMB”). The Group currently does not

have a foreign currency hedging policy in respect of foreign currency transactions, assets and liabilities. The

Group will monitor its foreign currency exposure closely and will consider hedging significant foreign currency

exposure should the need arise.

Functional currency Increase/(decrease)

strengthened/ in consolidated

(weakened) by profit after tax

HK$’000

Year ended 31 March 2010

US$ 2%/(2%) (861)/861

RMB 2%/(2%) 205/(205)

Year ended 31 March 2009

US$ 2%/(2%) (1,419)/1,419

RMB 2%/(2%) 273/(273)

(b) Credit risk

The carrying amount of trade and bills receivables, other receivables, pledged bank deposits and bank and cash

balances included in the consolidated statement of financial position represents the Group’s maximum exposure

to credit risk in relation to the Group’s financial assets.

As at 31 March 2010, the three largest trade and bills receivables represent approximately 97% (2009: 98%) of

the total trade and bills receivables. The Group was exposed to the concentration of credit risk. In order to

minimise the credit risk, the Group maintains various credit policies for business operations as described in Note

24 to the financial statements.
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(c) Liquidity risk

The Group’s policy is to regularly monitor current and expected liquidity requirements to ensure that its maintain

sufficient reserve of cash to meet its liquidity requirements in the short and longer term.

The maturity analysis of the Group’s financial liabilities is as follows:

Less than Between Between

1 year 1 and 2 years 2 and 5 years

HK$’000 HK$’000 HK$’000

At 31 March 2010

Bank borrowings 340,496 14,265 10,692

Obligations under finance leases 349 349 —

Trade and bills payables 222,187 — —

Other payables 66,054 — —

At 31 March 2009

Bank borrowings 25,652 20,221 10,155

Obligations under finance leases 151 — —

Trade and bills payables 15,063 — —

Other payables 40,951 — —

(d) Interest rate risk

The Group’s exposure to interest rate risk mainly arises from its bank deposits and bank borrowings. These bank

deposits and borrowings bear interests at variable rates varied with the then prevailing market condition.

Increase/ (decrease)

Increase/(decrease) in consolidated

in basis point profit after tax

HK$’000

Year ended 31 March 2010

Bank deposits 10/(10) 408/(408)

Bank borrowings 100/(100) (1,727)/1,727

Year ended 31 March 2009

Bank deposits 10/(10) 56/(56)

Bank borrowings 100/(100) (451)/451
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(e) Categorises of financial instrument as at 31 March

2010 2009

HK$’000 HK$’000

Financial assets:

Loans and receivables (including cash and cash equivalents) 636,185 127,509

Financial liabilities:

Financial liabilities at fair value through profit or loss

Held for trading 89,965 —

Financial liabilities measured at amortised cost 1,450,657 110,134

(f) Fair values

The carrying amounts of the Group’s financial assets and financial liabilities as reflected in the consolidated

statement of financial position approximate their fair value except that disposal group held for sale is stated at

the lower of the disposal group’s previous carrying amount and fair value less costs to sell.

The following disclosures of fair value measurements use a fair value hierarchy which has 3 levels:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability,

either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: inputs for the assets or liabilities that are not based on observable market data (unobservable inputs).

Disclosures of level in fair value hierarchy at 31 March 2010:

Fair value measurement

using: Level 2

Description HK$’000

Financial liabilities at fair value through profit or loss

Derivative financial instruments 89,965
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6. TURNOVER

2010 2009

HK$’000 HK$’000

Manufacturing and sales of clinker and cement 858,269 —

Mining and processing of granite and selling of granite products 8,291 2,597

Trading of clinker, cement and other building materials 495,157 783,895

Trading of iron ore 2,056,234 —

3,417,951 786,492

Representing:

Continuing operations 2,559,682 786,492

Discontinued operation (Note 11) 858,269 —

3,417,951 786,492

7. OTHER INCOME

2010 2009

HK$’000 HK$’000

Compensation received 154 714

Commission received 2,411 1,513

Despatch income 23,636 3,254

Interest income 2,302 233

Exchange difference, net 2,459 14

Others 8,117 1,417

39,079 7,145

Representing:

Continuing operations 31,419 7,145

Discontinued operation (Note 11) 7,660 —

39,079 7,145
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Operating segments

The Group’s reportable segments are strategic business units that offer different products and services. They are

managed separately because each business requires different technology and marketing strategies. In the manner

consistent with the way in which information is reported internally to the Group’s chief operating decision makers for

the purposes of resources allocation and performance assessment, the Group has identified the following four

reportable segments:

(i) Manufacture and sales of clinker and cement (Discontinued operation)

(ii) Mining and processing of granite and selling of granite products

(iii) Trading of clinker, cement and other building materials

(iv) Trading of iron ore

The accounting policies of the operating segments are the same as those described in Note 3 to the financial

statements. Segment profits or losses do not include corporate income and expenses such as share of profits less

losses of associates, impairment loss on interests in a jointly controlled entity, fair value loss on derivative financial

instruments, finance costs and other corporate expenses. Segment assets mainly excluded goodwill, interests in

associates and a jointly controlled entity and other corporate assets. Segment liabilities mainly excluded derivative

financial instruments, current and deferred tax liabilities, corporate bank borrowings and other corporate liabilities.

Information about reportable segment revenue, profit or loss, assets and liabilities are as follows:

Manufacture Mining and

and sales of processing Trading of

clinker and  of granite clinker,

cement  and selling cement and

(Discontinued of granite other building Trading of

operation)  products materials iron ore Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Year ended 31 March 2010

Revenue from external customers 858,269 8,291 495,157 2,056,234 3,417,951

Segment profit/(loss) 143,628 (2,661) 25,886 44,369 211,222

Interest revenue 2,172 12 10 108 2,302

Interest expenses 35,312 — 1,291 1,600 38,203

Depreciation and amortisation 38,225 66 81 452 38,824

Income tax expense 32,646 — 2,115 — 34,761

Other material non-cash items:

Impairment loss on interests in

a jointly controlled entity 17,838 — — — 17,838

Additions to segment

non-current assets 655,064 2,457 34,565 65 692,151

As at 31 March 2010

Segment assets 4,430,374 224,071 99,078 1,118,997 5,872,520

Segment liabilities 2,708,814 3,258 64,697 1,185,366 3,962,135
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Operating segments (Continued)

Mining and

processing of Trading of

granite and clinker,

selling of cement and

granite other building

products materials Total

HK$’000 HK$’000 HK$’000

Year ended 31 March 2009

Revenue from external customers 2,597 783,895 786,492

Segment (loss)/profit (3,253) 35,315 32,062

Interest revenue 8 218 226

Interest expenses 566 — 566

Depreciation and amortisation 35 77 112

Income tax expense — 878 878

Additions to segment non-current assets 36 28 64

As at 31 March 2009

Segment assets 207,689 137,989 345,678

Segment liabilities 1,019 28,623 29,642

Reconciliations of reportable segment revenue, profit or loss, assets and liabilities:

2010 2009

HK$’000 HK$’000

Revenue

Total revenue from reportable segments 3,417,951 786,492

Elimination of revenue from discontinued operation (858,269) —

Consolidated revenue from continuing operations 2,559,682 786,492

Profit or loss

Total profit or loss of reportable segments 211,222 32,062

Other profit or loss 12,099 6,572

Share of profits less losses of associates 96,423 —

Impairment loss on interests in a jointly controlled entity (17,838) —

Fair value loss on derivative financial instruments (77,064) —

Finance costs (41,195) (1,927)

Elimination of profit before tax from discontinued operation (174,761) —

Unallocated amounts (51,351) (12,770)

Consolidated (loss)/profit before tax from continuing operations (42,465) 23,937
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8. SEGMENT INFORMATION (Continued)

Operating segments (Continued)

2010 2009

HK$’000 HK$’000

Assets

Total assets of reportable segments 5,872,520 345,678

Goodwill 405,653 —

Interests in associates 1,381,434 28,120

Interests in a jointly controlled entity 67,910 —

Other assets 13,758 1,736

Consolidated total assets 7,741,275 375,534

Liabilities

Total liabilities of reportable segments 3,962,135 29,642

Derivative financial instruments 89,965 —

Current tax liabilities 10,805 —

Deferred tax liabilities 250,008 48,160

Banking borrowings 146,621 53,973

Other liabilities 51,885 26,618

Consolidated total liabilities 4,511,419 158,393

Geographical information:

Revenue Non-current assets

2010 2009 2010 2009

HK$’000 HK$’000 HK$’000 HK$’000

Asia except the PRC 479,855 637,119 611,752 221,561

Europe — 92,753 — —

The PRC 2,064,526 2,597 132,621 6,927

Others 15,301 54,023 — —

Discontinued operation 858,269 — — —

Consolidated total 3,417,951 786,492 744,373 228,488

In presenting the geographical information, revenue is based on the locations of the customers.
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8. SEGMENT INFORMATION (Continued)

Operating segments (Continued)

Revenue from major customers, each of them amounted to 10% or more of the Group’s revenue, are set out

below:

2010 2009

HK$’000 HK$’000

Trading of clinker, cement and other building materials

Customer a — 281,077

Customer b — 181,663

Customer c — 92,753

Customer d — 88,536

Trading of iron ore

Customer e 712,288 —

Customer f 579,466 —

Customer g 501,695 —

9. FINANCE COSTS

2010 2009

HK$’000 HK$’000

Interest on bank loans 41,148 1,910

Finance lease charges 47 17

41,195 1,927

Representing:

Continuing operations 5,883 1,927

Discontinued operation (Note 11) 35,312 —

41,195 1,927
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10. INCOME TAX EXPENSE

2010 2009

HK$’000 HK$’000

Hong Kong Profits Tax

Provision for the year 707 812

Under-provision in prior year 1,408 66

2,115 878

PRC corporate income tax 25,337 —

Deferred tax (Note 33) 7,309 —

34,761 878

Representing:

Continuing operations 2,115 878

Discontinued operation (Note 11) 32,646 —

34,761 878

Hong Kong Profits Tax is provided at 16.5% (2009: 16.5%) on the estimated assessable profit for the year ended 31

March 2010.

Tax charges on profits assessable elsewhere have been calculated at the rates of tax prevailing in the countries in

which the companies operate, based on existing registration, interpretation and practices in respect thereof.

The new PRC corporate income tax (“New CIT Law”) law passed by the Tenth National People’s Congress on 16

March 2007 introduced various changes which include the unification of the corporate income tax rate for domestic

and foreign enterprises at 25% replacing the provisions applicable rate of 33%. The new tax law is effective from 1

January 2008.

On 26 December 2007, the State of Council of the PRC passed on “Notice on the Implementation of Corporation

Income Tax Transition Preferential Treatment” (“Notice on Transition Period”) Guofa (2007) No. 39 (“Circular 39”)

which sets out details of how existing preferential income tax rates will be adjusted to the 25% standard rate under

the New CIT Law According to the Notice on Transition Period, certain PRC enterprises of the Group with tax holiday

not fully utilised will be allowed to continue to receive benefits of the full exemption from a reduction in income tax

rate until expiry of the tax holiday, after which, the 25% standard rate under the New CIT Law will apply.
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10. INCOME TAX EXPENSE (Continued)

The relevant tax rates for the Group’s PRC subsidiaries before the tax holiday is at 25% (2009: at 25%).

Subsidiaries incorporated in Macau as offshore limited company and exempted from income tax in Macau under

Decree Law No. 58/991M.

In previous years, the Group’s business was mainly operated in Hong Kong and Macau, hence, the Hong Kong profits

tax rate was used as the applicable tax rate for the reconciliation of accounting profit to income tax expense.

Subsequent to the acquisition of Prosperity Minerals Holdings Limited as disclosed in Note 38(a), the Group’s operating

activities are carried out in Hong Kong, the PRC and Macau.  Therefore, the Directors consider that it is more

appropriate to present the tax reconciliation based on the rate applicable to profit in the tax jurisdiction concerned and

resulted with a change in the applicable tax rates and the comparative figures.

The reconciliation between income tax expense and the product of profit before tax multiplied by the applicable tax

rates in the jurisdictions concerned is as follows:

(Restated)

2010 2009

HK$’000 HK$’000

Profit before tax 132,296 23,937

Tax at the applicable rates in the jurisdictions concerned 33,443 3,589

Tax effect of income that are not taxable (117,690) (92,268)

Tax effect of expenses that are not deductible 126,263 89,479

Tax effect of unrecognised temporary differences 6 12

Tax effect of tax loss not recognised 3,340 —

Tax effect of tax concession (12,009) —

Under-provision in prior year 1,408 66

Income tax expense 34,761 878
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11. DISCONTINUED OPERATION

Pursuant to a conditional sale and purchase agreement dated 11 December 2009 entered into between two

subsidiaries of the Company, Prosperity Minerals Holdings Limited (“PMHL”) and Pro-Rise Business Limited (“Pro-

Rise”) and an independent third party (the “Purchaser”), Pro-Rise would dispose of the entire equity interest in Upper

Value Investments Limited (“Upper Value”) and its subsidiaries except for Prosperity Minerals Management Limited

(“PMM”) and Prosperity Minerals Investment Limited (“PMI”) which holds 33.06% of Anhui Chaodong Cement Co.,

Ltd (the “Disposal Group”) to the Purchaser, together with a shareholder loan payable by the Disposal Group (the

“Transaction”). The aggregate consideration for the Transaction, which is payable in cash, is HK$3.8 billion, subject to

adjustments for the outstanding shareholder loan due from the Disposal Group.

The Disposal group is principally engaged in the business of the manufacture and sales of clinker and cement in the

PRC. The Disposal Group was classified as disposal group held for sale on 11 December 2009 and the Group

discontinued its manufacture and sales of clinker and cement business accordingly.

The results of the discontinued operation for the year, which have been included in consolidated profit or loss, are as

follows:

2010

HK$’000

Turnover 858,269

Cost of goods sold (622,807)

Gross profit 235,462

Other income 7,660

Selling and distribution costs (7,884)

Administrative expenses (83,951)

Profit from operations 151,287

Finance costs (35,312)

Share of profits less losses of associates 76,624

Impairment loss on interests in a jointly controlled entity (17,838)

Profit before tax 174,761

Income tax expense (32,646)

Profit for the year 142,115

During the year, the Disposal Group received approximately HK$257,452,000 (2009: HK$Nil) in respect of operating

activities, paid approximately HK$616,181,000 (2009: HK$Nil) in respect of investing activities and paid approximately

HK$7,502,000 (2009: HK$Nil) in respect of financing activities.
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12. PROFIT FOR THE YEAR

The Group’s profit for the year is stated after charging the following:

2010 2009

HK$’000 HK$’000

Auditor’s remuneration 1,100 690

Amortisation of other intangible assets 8,583 —

Cost of inventories sold 2,617,883 509,780

Depreciation 27,531 244

Impairment loss on interests in a jointly controlled entity 17,838 —

Operating lease charges:

– Land and buildings 6,699 973

– Hire of motor vehicles 1,178 —

Staff costs including Directors’ emoluments

Salaries, bonuses, allowances and other costs 121,404 14,663

Share-based payments 5,145 173

Retirement benefits scheme contributions 5,643 479

132,192 15,315

Note:

Cost of inventories sold includes the following which are included in the respective amounts disclosed separately above for the year:

2010 2009
HK$’000 HK$’000

Depreciation 18,984 —
Staff costs 49,711 —

68,695 —

13. DIRECTORS’ AND SENIOR EXECUTIVES’ EMOLUMENTS

Directors’ emoluments disclosed pursuant to the Listing Rules and section 161 of the Hong Kong Companies

Ordinance are as follows:

2010 2009

HK$’000 HK$’000

Fees

Independent non-executive directors 585 360

Other emoluments:

Executive directors

– Basic salaries, allowances and benefits in kind 12,550 3,738

– Retirement benefits scheme contributions 262 114

Independent non-executive directors

– Retirement benefits scheme contributions 6 6

13,403 4,218
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13. DIRECTORS’ AND SENIOR EXECUTIVES’ EMOLUMENTS (Continued)

The emoluments of each director for the years ended 31 March 2010 and 2009 are set out below:

Retirement

Salaries benefits

and Discretionary scheme

Fees allowances bonus contributions Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Name of Director

Mr. WONG Ben Koon (“Mr. Wong”) — 3,649 5,151 179 8,979

Mr. SUN Yong Sen (Note (a)) — 1,000 — — 1,000

Mr. KONG Siu Keung — 1,200 1,100 60 2,360

Dr. Mao Shuzhong (Note (b)) — 450 — 23 473

Mr. MO Kwok Choi 120 — — — 120

Mr. YUEN Kim Hung, Michael 345 — — 6 351

Mr. YUNG Ho 120 — — — 120

Total for 2010 585 6,299 6,251 268 13,403

Mr. Wong — 720 — 36 756

Mr. SUN Yong Sen (Note (a)) — 439 19 — 458

Madam HON Ching Fong (Note (c)) — 360 — 18 378

Mr. KONG Siu Keung — 1,200 1,000 60 2,260

Mr. MO Kwok Choi 120 — — — 120

Mr. YUEN Kim Hung, Michael 120 — — 6 126

Mr. YUNG Ho 120 — — — 120

Total for 2009 360 2,719 1,019 120 4,218

Notes: (a) Appointed on 23 September 2008.
(b) Appointed on 6 January 2010.
(c) Resigned on 23 September 2008.

Save as disclosed above, there was no other arrangement under which a director waived or agreed to waive any

remuneration during the year.
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13. DIRECTORS’ AND SENIOR EXECUTIVES’ EMOLUMENTS (Continued)

The five highest paid individuals in the Group during the year included two (2009: two) directors whose emoluments

are reflected in the analysis presented above. The emoluments of the remaining three (2009: three) individuals are set

out below:

2010 2009

HK$’000 HK$’000

Salaries and allowances 5,320 4,398

Discretionary bonus 2,357 2,430

Share-based payments 4,178 173

Retirement benefits scheme contributions 220 220

12,075 7,221

The emoluments fell within the following bands:

Number of

individuals

2010 2009

HK$1,000,001 to HK$1,500,000 1 1

HK$2,500,001 to HK$3,000,000 1 1

HK$3,500,001 to HK$4,000,000 — 1

HK$7,500,001 to HK$8,000,000 1 —

During the year, no emoluments were paid by the Group to any of the highest paid individuals as an inducement to join

or upon joining the Group, or as compensation for loss of office.

14. RETIREMENT BENEFIT SCHEMES

The Group operates several mandatory provident fund schemes (the “MPF Scheme”) under the Hong Kong Mandatory

Provident Fund Schemes Ordinance for all qualifying employees in Hong Kong. The Group’s contributions to the MPF

Scheme are calculated at 5% of the salaries and vest fully with employees when contributed into the MPF Scheme.

The employees of the Group’s subsidiaries established in the PRC are members of a central pension scheme operated

by the local municipal government. These subsidiaries are required to contribute certain percentage of the employees’

basic salaries and wages to the central pension scheme to fund the retirement benefits. The local municipal

government undertakes to assume the retirement benefits obligations of all existing and future retired employees of

these subsidiaries. The only obligation of these subsidiaries with respect to the central pension scheme is to meet the

required contribution under the scheme.

15. DIVIDENDS

PMHL, a 53.89% subsidiary of the Company, has proposed to declare a final dividend of US9 cents per ordinary share

of 1 pence each in the share capital of PMHL for the year ended 31 March 2010. The proposal will be put to the

resolution of the shareholders of PMHL at its annual general meeting to be held on 3 September 2010.

Subject to the shareholders of PMHL approving the final dividend, the Board proposes to declare a final dividend of

HK$0.02 (2009: Nil) per ordinary share of HK$0.01 each in the capital of the Company amounted to approximately

HK$110,354,000 for the year ended 31 March 2010.
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In the event that the shareholders of PMHL do not approve the declaration of the said final dividend, the Board

proposed that final dividend to be declared by the Company shall be reduced to HK$0.01 per ordinary share, amounted

to approximately HK55,177,000.

The proposed final dividends are not recognised as liabilities at 31 March 2010.

16. EARNINGS/(LOSSES) PER SHARE

(a) From continuing and discontinued operations

Basic earnings per share

The calculation of basic earnings per share attributable to owners of the Company is based on (i) the profit for the

year attributable to the owners of the Company of approximately HK$57,394,000 (2009: HK$24,573,000); and (ii)

the weighted average number of ordinary shares of 3,913,560,000 (2009: 2,076,196,759) in issue during the year.

Diluted earnings per share

The effect of all potential ordinary shares are anti-dilutive for the year ended 31 March 2010.

The calculation of diluted earnings per share for the year ended 31 March 2009 is calculated based on (i) the

profit for the year attributable to the owners of the Company of approximately HK$24,573,000; and (ii) the

weighted average number of ordinary shares of 2,195,252,263, being the weighted average number of ordinary

shares of 2,076,196,759 in issue during the year used in the basic earnings per share calculation plus the

weighted average number of ordinary shares of 119,055,504 assumed to have been issued at no consideration

on the deemed exercise of the share options outstanding during the year.

(b) From continuing operations

Basic loss/earnings per share

The calculation of basic loss (2009: earnings) per share from continuing operations attributable to owners of the

Company is based on the loss for the year from continuing operations attributable to owners of the Company of

approximately HK$21,788,000 (2009: profit of approximately HK$24,573,000) and the denominator used is the

same as that detailed above for basic earnings per share.

Diluted earnings per share

The effect of all potential ordinary shares are anti-dilutive for the year ended 31 March 2010.

The calculation of diluted earnings per share from continuing operations attributable to owners of the Company for

the year ended 31 March 2009 is based on the profit for the year from continuing operations attributable to owners

of the Company of approximately HK$24,573,000 and the denominator used is the same as that detailed above for

diluted earnings per share.

(c) From discontinued operation

Basic earnings per share from discontinued operation for the year ended 31 March 2010 is HK2.1 cents per

share, based on the profit for the year from discontinued operation attributable to the owners of the Company of

approximately HK$79,182,000 and denominator used are the same as those detailed above for basic earnings per

share.

The effect of all potential ordinary shares are anti-dilutive for the year ended 31 March 2010.

The Company had no basic and diluted earnings per share from discontinued operation for the year ended 31 March

2009 since there was no profit attributable to the owners of the Company from discontinued operation for the year

ended 31 March 2009.
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17. PROPERTY, PLANT AND EQUIPMENT

Furniture

and Leasehold Motor Office Plant and Construction

Buildings fixtures improvements vehicles equipment machinery in progress Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Cost

At 1 April 2008 — 80 253 645 195 152 — 1,325

Additions — — — — 35 36 — 71

Exchange differences — — — — — 5 — 5

At 31 March 2009 — 80 253 645 230 193 — 1,401

Additions 733 — — 6,118 797 23,830 574,009 605,487

Acquisition of subsidiaries

(Note 38(a)) 537,308 562 — 15,963 1,682 849,891 354,914 1,760,320

Disposals/write off — — — (265 ) (254 ) (9,345 ) (413 ) (10,277 )

Transfer to disposal

group held for sale (538,404 ) (11 ) — (18,092 ) (1,846 ) (864,252 ) (926,953 ) (2,349,558 )

Exchange differences 363 2 — 16 8 742 41 1,172

At 31 March 2010 — 633 253 4,385 617 1,059 1,598 8,545

Accumulated depreciation

At 1 April 2008 — 18 18 108 53 — — 197

Charge for the year — 16 25 129 39 35 — 244

Exchange differences — — — — — 3 — 3

At 31 March 2009 — 34 43 237 92 38 — 444

Charge for the year 4,911 313 25 2,502 287 19,352 141 27,531

Disposals/write off (39 ) — — (265 ) (245 ) (6,958 ) — (7,507 )

Transfer to disposal

group held for sale (4,904 ) (8 ) — (650 ) (8 ) (12,483 ) (141 ) (18,194 )

Exchange differences 32 8 — 22 8 159 — 229

At 31 March 2010 — 347 68 1,846 134 108 — 2,503

Carrying amount

At 31 March 2010 — 286 185 2,539 483 951 1,598 6,042

At 31 March 2009 — 46 210 408 138 155 — 957

At 31 March 2010, the carrying amount of property, plant and equipment held by the Group under finance leases was

approximately HK$1,010,000 (2009: HK$409,000) (Note 32).

At 31 March 2010, the Group’s property, plant and equipment held by the Disposal Group with carrying amount of

approximately HK$647,213,000 were pledged as security for the Group’s bank borrowings (Notes 31 and 40).



73 Prosperity International Holdings (H.K.) Limited
Annual Report 2010

17. PROPERTY, PLANT AND EQUIPMENT (Continued)

Company

Office

equipment

HK$’000

Cost

At 1 April 2008 34

Additions 7

At 31 March 2009 41

Additions 45

Disposals/write off (6)

At 31 March 2010 80

Accumulated depreciation

At 1 April 2008 18

Charge for the year 5

At 31 March 2009 23

Charge for the year 5

Disposals/write off (1)

At 31 March 2010 27

Carrying amount

At 31 March 2010 53

At 31 March 2009 18

18. LEASE PREPAYMENTS

2010 2009

HK$’000 HK$’000

At beginning of year — —

Acquisition of subsidiaries (Note 38(a)) 551,613 —

Additions 53,403 —

Amortisation for the year (3,482) —

Transfer to disposal group held for sale (601,648) —

Exchange differences 114 —

At end of year — —

The Group’s lease prepayments represent payments for land use rights in the PRC under medium-term leases.

At 31 March 2010, the Group’s land use right certificates held by the Disposal Group with carrying amount of

approximately HK$418,236,000 were pledged as security for the Group’s bank borrowings (Notes 31 and 40).
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19. GOODWILL

2010 2009

HK$’000 HK$’000

At beginning of year — —

Acquisition of subsidiaries (Note 38(a)) 405,427 —

Transfer to disposal group held for sale (367,548) —

Exchange differences 226 —

At end of year 38,105 —

Goodwill acquired in a business combination is allocated, at acquisition, to the cash-generating units (“CGUs”) that are

expected to benefit from that business combination. The carrying amount of goodwill had been allocated as follows:

2010 2009

HK$’000 HK$’000

Manufacture and sales of clinker and cement

Chongqing Changxing Cement Co., Limited (“Chongqing Changxing”) 79,031 —

Liaoning Changqing Cement Co., Limited (“Liaoning Changqing”) 54,551 —

Yingde Dragon Mountain Cement Co., Limited (“YDM”) 233,740 —

367,322 —

Trading of iron ore

Prosperity Materials Macao Commercial Offshore Limited (“MCO”) 38,105 —

Total 405,427 —

The recoverable amount of the CGUs are determined from fair value less costs to sell for the manufacture and sales

for clinker and cement business of the Disposal Group and from value in use calculations for the trading of iron ore

business. The key assumptions for the value in use calculations are those regarding the discount rates, growth rates

and budgeted gross margin and turnover during the period. The Group estimates discount rates using pre-tax rates that

reflect current market assessments of the time value of money and the risks specific to the CGUs. The growth rates

are based on long-term average economic growth rate of the geographical area in which the business of the CGUs

operate. Budget gross margin and turnover are based on past practices and expectations on market development.

The Group prepares cash flow forecasts derived from the most recent financial budgets approved by the Directors for

the next five years with the residual period using the average growth rate of 0%. The rate used to discount the

forecast cash flows from the trading of iron ore business is 11.6% (2009: N/A).
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20. OTHER INTANGIBLE ASSETS

Mining

rights Backlogs Total

HK$’000 HK$’000 HK$’000

Cost

At 1 April 2008 and 31 March 2009 192,640 — 192,640

Acquisition of subsidiaries (Note 38(a)) 285,217 61,555 346,772

Transfer to disposal group held for sale (285,325) (61,555) (346,880)

Exchange differences 108 — 108

At 31 March 2010 192,640 — 192,640

Accumulated amortisation

At 1 April 2008 and 31 March 2009 — — —

Amortisation for the year 5,167 3,416 8,583

Transfer to disposal group held for sale (5,189) (3,416) (8,605)

Exchange differences 22 — 22

At 31 March 2010 — — —

Carrying amount

At 31 March 2010 192,640 — 192,640

At 31 March 2009 192,640 — 192,640

(a) The mining rights represent the mining permits of limestone and granite mining sites located in the PRC and have validity period of
twenty years until 31 December 2023 and ten years until 17 September 2018 respectively.

At 31 March 2010, the Group’s mining right in relation to the limestone mining site held by the Disposal Group with carrying amount of
approximately HK$280,136,000 were pledged to secure the Group’s bank borrowings (Notes 31 and 40).

The Group carried out review of the recoverable amount of the mining right in relation to the granite mining site as at 31 March 2010,
with reference to the valuation report issued by an independent appraiser. No impairment is note as at 31 March 2010.

(b) The backlogs represent a series of unfinished sales contracts with an average effective life of approximately 1.4 years from 30
September 2009.

21. INVESTMENTS IN SUBSIDIARIES

Company

2010 2009

HK$’000 HK$’000

Unlisted investments, at cost 1,672,369 38,543

Less: impairment loss (38,543) (38,543)

Due from subsidiaries 157,587 138,388

1,791,413 138,388

The amounts due from subsidiaries are unsecured, interest free and have no fixed terms of repayment.

Particulars of the subsidiaries as at 31 March 2010 are set out in Note 44 to the financial statements.
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22. INTERESTS IN ASSOCIATES

2010 2009

HK$’000 HK$’000

Investments in the PRC:

Share of net assets other than goodwill 1,193,773 27,779

Goodwill 176,096 341

Financial guarantee issued 10,188 —

Exchange differences 1,377 —

1,381,434 28,120

Transfer to disposal group held for sale (1,003,088) —

378,346 28,120

Representing:

Share of net assets other than goodwill 341,564 27,779

Goodwill 36,782 341

378,346 28,120

Goodwill acquired in business combinations is allocated, at acquisition, to the CGUs that are expected to benefit from

that business combination.  The carrying amount of goodwill had been allocated as follows:

2010 2009

HK$’000 HK$’000

Manufacture and sales of clinker and cement

Anhui Chaodong Cement Co., Ltd. (“Anhui Chaodong”) 36,440 —

Baoshan Kungang & K. Wah Cement Construction

Materials Co., Ltd. (“Baoshan”) and Yunnan

Kungang & K. Wah Cement Construction Materials

Co., Ltd. (“Yunnan”) 78,323 —

Prosperity Conch Cement Co., Ltd. (“PCC”) 60,992 —

175,755 —

Others

Jiang Du Haichang Port Industrial Company Limited (“Jiang Du Haichang”) 341 341

176,096 341
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Details of the Group’s associates at 31 March 2010 are as follows:

Percentage

Particulars of of interest Group’s

Place of registered held by a effective Principal

Name incorporation capital subsidiary interest activities

Anhui Chaodong The PRC RMB 33.06% 17.82% Manufacturing

242,000,000 and sales of

clinker and

cement

△ Baoshan The PRC RMB 30% 16.17% Manufacturing

316,250,000 and sales of

clinker and

cement

Jiang Du Haichang The PRC RMB 25% 25% Not yet

220,000,000 commenced

business

△ PCC The PRC RMB 25% 13.47% Manufacturing

580,000,000 and sales of

clinker and

cement

△ Yunnan The PRC RMB 30% 16.17% Manufacturing

825,000,000 and sales of

clinker and

cement

△ These associates are included in the disposal group held for sale.

Summarised financial information in respect of the Group’s associates (excluding the associates held by Disposal

Group) is set out below:

Assets Liabilities Equity Revenue Profit

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

2010

100 per cent 2,221,454 1,219,931 1,001,523 398,729 61,688

Group’s effective interest 754,358 412,794 341,564 131,820 19,799

Assets Liabilities Equity Revenue Profit

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

2009

100 per cent 111,126 12 111,114 — —

Group’s effective interest 27,782 3 27,779 — —

The Group’s share of associates’ profit for the year includes share of associates’ taxation of approximately HK$18,000.
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22. INTERESTS IN ASSOCIATES (Continued)

(a) The market value of the Group’s interest in a listed associate, Anhui Chaodong amounted to approximately

RMB741,600,000 (equivalent to approximately HK$846,865,000). During the year, the shares in Anhui Chaodong

were pledged to secure bank borrowings granted to the Group (Notes 31 and 40).

(b) In respect of the year ended 31 March 2010, Anhui Chaodong, Baoshan, PCC and Yunnan were included in the

consolidated financial statements of the Group based on the most recent available financial statements drawn up

to 31 December 2009, but taking into account the effect of significant transactions or events that occurred in the

subsequent period from 1 January 2010 to 31 March 2010. The Group has taken advantage of the provision

contained in HKAS 28 “Investments in Associates” whereby it is permitted to include the attributable share of

associates’ results based on financial statements drawn up to a non-conterminous period and where the

difference must be no greater than three months.

23. NON-CURRENT PREPAYMENTS

2010 2009

HK$’000 HK$’000

Prepayments for property, plant and equipment 12,144 3,845

Prepayments for leases 2,827 2,926

Deposit for an investment project 114,269 —

129,240 6,771

24. TRADE AND BILLS RECEIVABLES

In relation to the trading of clinker and cement and iron ore, the Group receives from each customer an irrevocable

documentary credit issued at sight by a bank undertaking payment to the Group upon the presentation of relevant

documents as required by the issuing bank. The Group’s credit terms generally range from 30 to 90 days. Each

customer has a maximum credit limit. The Group seeks to maintain strict control over its outstanding receivables.

Overdue balances are reviewed regularly by senior management.

The aging analysis of trade and bills receivables, based on the goods delivery date, and net of allowance, is as follows:

2010 2009

HK$’000 HK$’000

0 to 90 days 150,438 25,742

91 to 180 days — —

181 to 365 days 4,623 —

155,061 25,742
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24. TRADE AND BILLS RECEIVABLES (Continued)

As of 31 March 2010, trade receivables of approximately HK$4,623,000 (2009: Nil) were past due but not impaired.

These relate to a number of independent customers for who there is no recent history of default. The aging analysis of

these trade receivables is as follows:

2010 2009

HK$’000 HK$’000

Over 6 months 4,623 —

The carrying amounts of the Group’s trade and receivables are denominated in the following currencies:

2010 2009

HK$’000 HK$’000

HK$ 4 66

US$ 150,434 24,345

RMB 4,623 1,331

155,061 25,742

25. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

2010 2009

HK$’000 HK$’000

Prepayments 14,824 188

Trade deposits 472,206 —

Other deposits 2,342 18,853

Other receivables 22,634 2,910

512,006 21,951

At 31 March 2010, included in other receivables is an amount due from an associate of approximately HK$1,459,000

(2009: Nil) which is unsecured, interest free and has no fixed terms of repayment.

26. PLEDGED BANK DEPOSITS AND BANK AND CASH BALANCES

The bank deposits of approximately HK$446,506,000 (2009: HK$98,351,000) carry floating interest rate thus expose

the Group to cash flow interest rate risk. The Group’s pledged bank deposits represented deposits pledged to banks to

secure banking facilities granted to the Group as set out in Note 40 to the financial statements.

Included in pledged bank deposits and bank and cash balances is an amount of approximately HK$82,248,000 as at 31

March 2010 (2009: HK$6,553,000) denominated in RMB. Conversion of RMB into foreign currencies is subject to the

PRC’s Foreign Exchange Control Regulations and Administration of Settlement, Sale and Payment of Foreign Exchange

Regulations.
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27. DISPOSAL GROUP HELD FOR SALE

Saved as disclosed in Note 11 to the financial statements, the assets and liabilities attributable to the manufacture and
sales of clinker and cement business, which are expected to be sold within twelve months, have been classified as
disposal group held for sale and are presented separately in the statement of financial position. The Disposal Group is
included in the Group’s manufacture and sales of clinker and cement segment.

The proceeds of disposal are expected to exceed the net carrying amount of the relevant assets and liabilities and,
accordingly, no impairment loss has been recognised on the classification of these operations as held for sale.

The major classes of assets and liabilities comprising the Disposal Group classified as disposal group held for sale at 31
March 2010 are as follows:

HK$’000

Property, plant and equipment 2,331,364
Lease prepayments 601,648
Goodwill 367,548
Other intangible assets 338,275
Interests in associates 1,003,088
Interests in a jointly controlled entity (Note a) 67,910
Due from a minority shareholder of a subsidiary (Note b) 16,283
Deferred tax assets 882
Non-current prepayments 320,724
Inventories 102,613
Trade and bills receivables (Note c) 412,237
Prepayments, deposits and other receivables 67,995
Pledged bank deposits 3,051
Bank and cash balances 236,185

Disposal group classified as held for sale 5,869,803

Trade and bills payables (Note d) 290,001
Other payables 345,698
Receipt in advance 79,044
Current tax liabilities 10,805
Secured notes 794,613
Banking borrowings (Note e) 1,199,457
Deferred tax liabilities 201,848

Liabilities directly associated with disposal group classified as held for sale 2,921,466

Net assets of the Disposal Group 2,948,337

At 31 March 2010, cumulative income or expense recognised in other comprehensive income relating to the Disposal
Group classified as held for sale amounted to approximately HK$1,923,000.

(a) Interests in a jointly controlled entity

2010 2009
HK$’000 HK$’000

Unlisted investments in the PRC:
  Share of net shares — —
  Due from a jointly controlled entity 67,910 —

67,910 —

The amount due from a jointly controlled entity is unsecured, interest free and has no fixed terms of repayment.
The amount is not expected to be settled within one year.
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27. DISPOSAL GROUP HELD FOR SALE (Continued)

Particulars of the jointly controlled entity are as follows:

Percentage of Group’s

Place of Particulars of interest held effective Principal

Name incorporation registered capital by a subsidiary interest activity

Guangzhou K. Wah The PRC RMB100,000,000 50% 21.56% Manufacture and

Nanfang Cement Ltd. sales of clinker

and cement

(b) The amount due from a minority shareholder of a subsidiary is unsecured, interest free and repayable after

twelve months as of 31 March 2010.

(c) For manufacture and sales of clinker and cement, payment in advance is normally required with the balance

payable on credit.

The aging analysis of trade and bills receivables of the Disposal Group, based on the goods delivery date, and net

of allowance, is as follows:

2010 2009

HK$’000 HK$’000

0 to 90 days 412,237 —

(d) The aging analysis of trade and bills payables of the Disposal Group, based on the goods receipt date, is as

follows:

2010 2009

HK$’000 HK$’000

0 to 90 days 289,936 —

91 to 180 days 65 —

290,001 —

(e) Bank borrowings of the Disposal Group are repayable as follows:

2010 2009

HK$’000 HK$’000

On demand or within one year 696,674 —

In the second year 182,830 —

In the third to fifth years, inclusive 319,953 —

1,199,457 —

At 31 March 2010, the Disposal Group had breached one covenant imposed by a bank on the bank borrowings of

approximately HK$262,453,000 of which approximately HK$176,653,000 is repayable after one year from 31

March 2010 in accordance with the payment schedule. As the Disposal Group did not have the unconditional

right at 31 March 2010 to defer settlement for at least the next twelve months as a result of the breach of

covenant, the above repayment table has been adjusted accordingly.
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28. SHARE CAPITAL

Number of Amount

Note shares HK$’000

Authorised:

Ordinary shares of HK$0.01 each

At 1 April 2008, 31 March 2009 and 2010 10,000,000,000 100,000

Issued and fully paid:

Ordinary shares of HK$0.01 each

At 1 April 2008 2,001,171,060 20,012

Issue of new shares for acquisition of subsidiaries (a) 183,750,000 1,837

Repurchase of shares (b) (18,940,000) (189)

Issue of new shares upon exercise of share options (c) 10,000,000 100

At 31 March 2009 2,175,981,060 21,760

Issue of new shares for acquisition of subsidiaries

(Note 38(a)) (d) 3,243,726,480 32,437

Issue of new shares upon exercise of share options (e) 98,000,000 980

At 31 March 2010 5,517,707,540 55,177

Notes:

(a) On 22 October 2008, 183,750,000 new ordinary shares of the Company of HK$0.01 each were issued at approximately HK$0.12 per
share as part of the consideration for acquisition of 60% equity interests in WM Aalbrightt Investment Holdings (Hong Kong) Limited
(“WM Aalbrightt”). The premium on the issue of shares of approximately HK$20,019,000 was credited to the Company’s share premium
account.

(b) During the year ended 31 March 2009, the Company repurchased on the Stock Exchange a total of 18,940,000 ordinary shares of the
Company at an aggregate consideration of approximately HK$2,252,000. All of these shares were cancelled. The premium payable on
repurchase of shares was charged to the share premium account.

(c) During the year ended 31 March 2009, options were exercised to subscribe for 10,000,000 ordinary shares of the Company at a
consideration of HK$340,000, of which HK$100,000 was credited to share capital, HK$240,000 was credited to the share premium
account and the balance of HK$57,000 has been transferred from share-based payment reserve to share premium account in
accordance with policy set out in Note 3(w) to the financial statements.

(d) On 24 September 2009, 3,243,726,480 new ordinary shares of the Company of HK$0.01 each were issued at HK$0.5 per share as part
of the consideration for acquisition of 54.28% equity interest in PMHL. The premium on the issue of shares of approximately
HK$1,589,426,000 was credited to the Company’s share premium account.

(e) During the year ended 31 March 2010, options were exercised to subscribe for 98,000,000 ordinary shares of the Company at a
consideration of approximately HK$4,575,000, of which HK$980,000 was credited to share capital, HK$3,595,000 was credited to the
share premium account and the balance of HK$1,085,000 has been transferred from share-based payment reserve to share premium
account in accordance with policy set out in Note 3(w) to the financial statements.

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern and

to maximise the return to the shareholders through the optimisation of the debt and equity balance.

The Group sets the amount of capital in proportion to risk. The Group manages the capital structure and makes

adjustments to it in the light of changes in economic conditions and the risk characteristics of the underlying assets. In

order to maintain or adjust the capital structure, the Group may adjust the payment of dividends, issue new shares,

buy-back shares, raise new debts, redeem existing debts or sell assets to reduce debts.

During 2010, the Group’s strategy, which was unchanged from 2009, was to maintain a capital structure with a lowest

weighted average cost of capital. The debt-to-equity ratio at 31 March 2010 and at 31 March 2009 were 11% and 25%,

respectively.

The only externally imposed capital requirement is that the Group to maintain its listing on the Stock Exchange it has to

have a public float of at least 25% of the shares.
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29. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

2010 2009

HK$’000 HK$’000

Property, plant and equipment (Note 17) 53 18

Investments in subsidiaries (Note 21) 1,791,413 138,388

Other current assets 2,151 940

Bank borrowings (Note 31) (6,287) (23,938)

Other current liabilities (9,977) (253)

NET ASSETS 1,777,353 115,155

Share capital 55,177 21,760

Reserves (Note 30(b)) 1,722,176 93,395

TOTAL EQUITY 1,777,353 115,155

30. RESERVES

(a) Group

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

changes in equity.

(b) Company

Share-based

Share payment Retained

premium  reserve profits Total

Note HK$’000 HK$’000 HK$’000 HK$’000

At 1 April 2008 48,837 1,933 38,936 89,706

Loss for the year — — (14,680) (14,680)

Recognition of share-based payments — 173 — 173

Issue of new shares for

acquisition of subsidiaries 28(a) 20,019 — — 20,019

Repurchase of shares 28(b) (2,063) — — (2,063)

Issue of new shares upon

exercise of share options 28(c) 297 (57) — 240

At 31 March 2009 67,090 2,049 24,256 93,395

At 1 April 2009 67,090 2,049 24,256 93,395

Profit for the year — — 35,760 35,760

Issue of new shares for

acquisition of subsidiaries 28(d) 1,589,426 — — 1,589,426

Issue of new shares upon exercise

of share options 28(e) 4,680 (1,085) — 3,595

At 31 March 2010 1,661,196 964 60,016 1,722,176
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30. RESERVES (Continued)

(c) Nature and purpose of reserves

(i) Share premium

The application of the share premium is governed by the Companies Act of Bermuda.

(ii) Foreign currency translation reserve

The foreign currency translation reserve comprises all foreign exchange differences arising from the

translation of the financial statements of foreign operations.

The reserve is dealt with in accordance with the accounting policies set out in Note 3(e)(iii) to the financial

statements.

(iii) Contributed surplus

The contributed surplus of the Group arose as a result of the Group reorganisation implemented in

preparation for the listing of the Company’s shares in 2001 and represented the difference between the

nominal value of the aggregate share capital of the subsidiaries acquired under the reorganisation scheme,

over the nominal value of the share capital of the Company issued in exchange therefore.

(iv) Share-based payment reserve

The fair value of the actual or estimated number of unexercised share options granted to employees of the

Company recognised in accordance with the accounting policy adopted for share-based payments in Note

3(w) to the financial statements.

(v) Other reserve

The other reserve, which is non-distributable, is appropriated from the profit after tax of the Group’s Macau

subsidiary under the Macao Commercial Code.
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31. BANK BORROWINGS

Group Company

2010 2009 2010 2009

HK$’000 HK$’000 HK$’000 HK$’000

Secured

Bank loans 169,456 53,973 6,287 23,938

Trust receipt loans 192,317 — — —

361,773 53,973 6,287 23,938

The borrowings are repayable as follows:

Group Company

2010 2009 2010 2009

HK$’000 HK$’000 HK$’000 HK$’000

On demand or within one year 338,261 24,352 6,287 17,651

In the second year 13,483 19,621 — 6,287

In the third to fifth years, inclusive 10,029 10,000 — —

361,773 53,973 6,287 23,938

Less: Amount due for settlement

within 12 months (shown

under current liabilities) (338,261) (24,352) (6,287) (17,651)

Amount due for settlement after 12 months 23,512 29,621 — 6,287

The carrying amounts of the bank borrowings are denominated in the following currencies:

Group Company

HK$ US$ Total US$

HK$’000 HK$’000 HK$’000 HK$’000

2010

Bank loans 46,168 123,288 169,456 6,287

Trust receipt loans — 192,317 192,317 —

2009

Bank loans 30,035 23,938 53,973 23,938
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31. BANK BORROWINGS (Continued)

The range of effective interest rates at 31 March was as follows:

Group Company

2010 2009 2010 2009

HK$’000 HK$’000 HK$’000 HK$’000

Bank loans 2.0% to 4.8% 3.0% to 6.9% 3.0% to 3.3% 3.0% to 6.9%

Trust receipt loans 2.3% to 2.5% N/A N/A N/A

Bank borrowings of approximately HK$154,900,000 (2009: HK$Nil) are arranged at fixed interest rates thus expose the

Group to fair value interest rate risk. Other borrowings are arranged at floating rates thus expose the Group to cash

flow interest rate risk.

Certain of the bank borrowings are subject to the fulfillment of covenants set out in the banking facility letters entered

into by the Group with several bank institutions.  If the covenants are breached, the bank borrowings will become

payable on demand.  At 31 March 2010, the Group had breached one covenant imposed on the bank borrowings of

approximately HK$117,000,000, repayable after one year from 31 March 2010 in accordance with the payment

schedule.  This balance is reclassified as repayable on demand at 31 March 2010 as the Group did not have an

unconditional right at 31 March 2010 to defer settlement for at least the next twelve months as a result of the breach

of covenant.

On 30 June 2010, the Group has obtained a waiver letter from the bank in which the bank has waived the Group from

immediate repayment as a result of the breach of covenant.

32. OBLIGATIONS UNDER FINANCE LEASES

Minimum Present value of minimum

lease payments lease payments

2010 2009 2010 2009

HK$’000 HK$’000 HK$’000 HK$’000

Within one year 349 151 308 147

In the second to fifth years, inclusive 349 — 335 —

698 151 643 147

Less: future finance charges (55) (4) N/A N/A

Present value of lease obligations 643 147 643 147

Less: Amount due for settlement within 12

months (shown under current liabilities) (308) (147)

335 —

The lease is arranged at a term of 2 years.

At 31 March 2010, the borrowing rate was 3.4% (2009: 3%). Interest rate is fixed at the contract date and thus expose

the Group to fair value interest rate risk. The lease is on a fixed repayment basis and no arrangements have been

entered into for contingent rental payments.

The Group’s obligations under finance leases are effectively secured as the rights to the leased assets (Note 17) revert

to the lessor in the event of default. All finance lease obligations are denominated in HK$.
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33. DEFERRED TAX

Deferred tax assets

Fair value

difference

of lease

prepayments Others Total

HK$’000 HK$’000 HK$’000

At 1 April 2008 and 31 March 2009 — — —

Acquisition of subsidiaries (Note 38(a)) 854 28 882

Transfer to disposal group held for sale (854) (28) (882)

At 31 March 2010 — — —

Deferred tax liabilities

Fair value Fair value

difference of Fair value difference

property, difference of other

plant and of lease intangible With-

equipment prepayments assets holding tax Others Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 April 2008 and 31 March 2009 — — 48,160 — — 48,160

Acquisition of subsidiaries (Note 38(a)) 22,413 89,027 59,154 22,250 1,665 194,509

Charge/(credit) to profit or loss for

the year (Note 10) (165 ) (440 ) (1,533 ) 9,459 (12 ) 7,309

Exchange differences — — — 9 21 30

Transfer to disposal group held for sale (22,248 ) (88,587 ) (57,621 ) (31,718 ) (1,674 ) (201,848 )

At 31 March 2010 — — 48,160 — — 48,160

The Group has unused tax losses of approximately HK$7,212,000 (2009: HK$17,623,000) available for offset against

future profits. No deferred tax asset has been recognised in respect of the tax losses due to the unpredictability of

future profit stream.
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34. TRADE AND BILLS PAYABLES

The aging analysis of trade and bills payables, based on the goods receipt date, is as follows:

2010 2009

HK$’000 HK$’000

0 to 90 days 222,187 14,649

91 to 180 days — 188

181 to 365 days — 226

222,187 15,063

The carrying amounts of the Group’s trade and bill payables are denominated in the following currencies:

2010 2009

HK$’000 HK$’000

US$ 222,187 14,606

RMB — 457

222,187 15,063

35. OTHER PAYABLES

2010 2009

HK$’000 HK$’000

Deposit received for disposal of subsidiaries 800,000 —

Accrued expenses 35,096 12,321

Other payables 30,958 28,630

866,054 40,951
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36. DERIVATIVE FINANCIAL INSTRUMENTS

2010 2009

HK$’000 HK$’000

Derivative financial instruments 89,965 —

Upper Value, an indirectly owned subsidiary of the Company include in the Disposal Group, which was acquired by the

Company through the acquisition of PMHL during the year (Note 38(a)), had issued US$100,000,000 redeemable notes

(the “Secured Notes”) to certain institutional investors for the acquisition of clinker and current plants in the PRC (the

“Acquired Assets”). The Secured Notes are guaranteed by PMHL, MCO and Prosperity Cement Investment Limited

which is included in the Disposal Group and also secured by charged over the shares in, and fixed and floating charges

over the assets of the subsidiaries which hold the Acquired Assets and are included in the Disposal Group.

In conjunction with the issuance of the Secured Notes, 1,000 warrants were granted by PMHL to these institutional

investors to subscribe for 12,905,639 ordinary shares of PMHL at an exercise price, representing a 10% premium to

the volume weighted average price per share over the five trading days immediately preceding 9 May 2008, subject to

anti-dilution adjustments and strike price resets certain circumstances. The warrants are exercisable at any time up to

five years after 9 May 2008.

During the year, loss on re-measurement of the derivative financial instruments to fair value amounted to

approximately HK$77,064,000 (2009: HK$Nil) was recognised as a result of the increase in published price of PMHL.
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37. SHARE-BASED PAYMENTS

Equity-settled share option schemes

(a) Share options scheme operated by the Company

The Company operated a share option scheme (the “Company’s Scheme”) for the purpose of providing

incentives and rewards to eligible participants who contribute to the success of the Group’s operations. Eligible

participants include the full-time and part-time employees, executives, officers, directors, business consultants,

agents, legal and financial advisers of the Company and the Company’s subsidiaries. The Scheme became

effective on 25 August 2003 and, unless otherwise cancelled or amended, remain in force for 10 years from that

date.

The maximum number of unexercised share options currently permitted to be granted under the Company’s

Scheme is an amount equivalent, upon their exercise, to 10% of the shares of the Company in issue at any time.

The maximum number of shares issuable under share options to each eligible participant in the Company’s

Scheme within any 12-month period, is limited to 1% of the shares of the Company in issue at any time. Any

further grant of shares options in excess of this limit is subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or substantial shareholder of the Company, or to any of their

associates, are subject to approval in advance by the independent non-executive directors. In addition, any share

options granted to a substantial shareholder or an independent non-executive director of the Company, or to any

of their associates, in excess of 0.1% of the shares of the Company in issue at any time and with an aggregate

value (based on the price of the Company’s shares at the date of the grant) in excess of HK$5 million, within any

12-month period, are subject to shareholders’ approval in advance in a general meeting.

The offer of a grant of share options may be accepted within 14 days from the date of the offer, upon payment of

a nominal consideration of HK$1 in total by the grantee. The exercise period of the share options granted is

determinable by the directors, and commences after a certain vesting period and ends on a date which is not

later than ten years from the date of the offer of the share options or the expiry date of the Company’s Scheme,

if earlier.

The exercise price of the share options is determinable by the directors, but may not be less than the highest of

(i) the Stock Exchange closing price of the Company’s shares on the date of the offer of the share options; (ii) the

average Stock Exchange closing price of the Company’s shares for the five trading days immediately preceding

the date of the offer; and (iii) the nominal value of the Company’s shares on the date of the offer.

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

The operation of the Company’s Scheme was terminated upon the transfer listing of the Company’s shares on

the Growth Enterprise Market to Main Board of the Stock Exchange. Consequently, no further options may be

offered or granted under the Scheme. Pursuant to the terms of the Company’s Scheme, the outstanding

168,000,000 options as at 18 December 2008 previously granted but unexercised under the Company’s Scheme

remain valid and exercisable in accordance with their terms of grant.
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37. SHARE-BASED PAYMENTS (Continued)

Equity-settled share option schemes (Continued)

(a) Share options scheme operated by the Company (Continued)

Details of the shares options granted and outstanding during the year are as follows:

Number of Number of Number of Price of

options options options Date of Exercise share

Name or outstanding Exercised outstanding Exercised outstanding grant of price of at date

category of as at 1 during as at 31 during as at 31 share Exercisable share of grant of

participant April 2008 the year March 2009 the year March 2010 options period (iii) options (i) options (ii)

HK$ HK$

Directors

Mr. KONG Siu Keung 24,000,000 — 24,000,000 (24,000,000 ) — 30 July 2004 28 December 2005 0.023 0.023

 to 27 June 2014

Mr. Wong 60,000,000 — 60,000,000 — 60,000,000 14 August 28 June 2007 0.078 0.068

2006 to 27 June 2016

84,000,000 — 84,000,000 (24,000,000 ) 60,000,000

Other employees

2004 options 24,000,000 — 24,000,000 (24,000,000 ) — 30 July 28 December 2005

2004 to 27 June 2014 0.023 0.023

2005 options 30,000,000 (10,000,000 ) 20,000,000 (20,000,000 ) — 28 July 28 December 2006 0.034 0.034

2005 to 27 June 2015

2007 options 30,000,000 — 30,000,000 (30,000,000 ) — 20 August 21 June 2008 0.093 0.098

2007 to 20 June 2017

84,000,000 (10,000,000 ) 74,000,000 (74,000,000 ) —

168,000,000 (10,000,000 )158,000,000 (98,000,000 ) 60,000,000
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37. SHARE-BASED PAYMENTS (Continued)

Equity-settled share option schemes (Continued)

(a) Share options scheme operated by the Company (Continued)

The number and weighted average exercise prices of the share options are as follows:

2010 2009

Weighted Weighted

Number average Number average

of share exercise of share exercise

options (i) price (i) options (i) price (i)

HK$ HK$

Outstanding at the beginning of year 158,000,000 0.059 168,000,000 0.057

Exercised during the year (98,000,000) 0.047 (10,000,000) 0.034

Outstanding at the end of year 60,000,000 0.078 158,000,000 0.059

Exercisable at the end of year 60,000,000 0.078 158,000,000 0.059

The options outstanding have a weighted remaining contractual life of 6 years (2009: weighted 6 years).

Save for the above, no share options were granted, exercised, cancelled, or lapsed under the Company’s Scheme

during the year.

(i) The exercise price of the share options is subject to adjustment in the case of rights or bonus issues, or

other similar changes in the Company’s share capital and accordingly, has been adjusted for the share

subdivision in January 2008.

(ii) The price of the Company’s shares disclosed as at the date of the grant of the share options is the Stock

Exchange closing price on the trading day immediately prior to the date of the grant of the options,

adjusted for share subdivision in January 2008.

(iii) The options granted to directors and employees on 30 July 2004 and 28 July 2005 shall not be exercisable

unless the Group achieved a positive net profit in any financial year after the date of grant of such options

and in any event such options shall not be exercised within 18 months from 28 June 2004 for options

granted on 30 July 2004, within 18 months from 28 June 2005 for options granted on 28 July 2005. The

options granted to the director on 14 August 2006 shall not be exercisable within 12 months from 28 June

2006. The options granted to an employee on 20 August 2007 shall not be exercisable within 12 months

from 21 June 2007.
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37. SHARE-BASED PAYMENTS (Continued)

Equity-settled share option schemes (Continued)

(a) Share options scheme operated by the Company (Continued)

The fair values of the share options which are estimated as at the respective dates of grant using the Black-

Scholes-Merton option pricing model and the assumptions used in the model are as follows:

20 August 14 August 28 July 30 July

Date of grant 2007 2006 2005 2004

Option value HK$692,718 HK$964,161 HK$170,000 HK$280,000

Variables:

Expected volatility 93.4% 82.4% 30.3% 44.8%

Risk-free rate 4.3% 4.2% 3.2% 3.1%

Expected life of options (years) 5.3 1.5 3.0 3.0

Expected dividend yield 15% 10% Nil Nil

Expected volatility was based on the historical volatility of the share prices of the Group over a period that is

equal to the expected life before the grant date for options granted on 14 August 2006 and 20 August 2007 and

130 trading days before the grant date for options granted on 28 July 2005 and 30 July 2004.

The expected life of options granted on 30 July 2004, 28 July 2005 and 14 August 2006 was determined with

reference to the Group’s historical share price record. The expected life of options granted on 20 August 2007

was determined by average out the contractual life and vesting term of the share options.

The expected dividend yield was based on the Group’s historical dividend payment record, financial conditions

and its intention of paying dividend.
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37. SHARE-BASED PAYMENTS (Continued)

Equity-settled share option schemes (Continued)

(b) Share option scheme operated by a subsidiary

PMHL operated a share option scheme (the “Subsidiary Scheme”) whereby the directors of PMHL are

authorised, at their discretion, to invite employees of PMHL and its subsidiaries, to take up options at nil

consideration to subscribe for the shares of PMHL.

Details of the shares option of the Subsidiary Scheme outstanding during the period from 24 September 2009

(date of acquisition of PMHL) to 31 March 2010 are as follows:

Number of Number of

options options Price of

outstanding outstanding Date of Exercise share at

Name or as at 24 Granted Exercised Cancelled as at 31 grant of price of date of

category of September during the during the during March share share grant of

participant 2009 year year the year 2010 option Exercise period options options

GBP GBP

Other employees

2007 options 8,160,000 — (980,000 ) (3,000,000 ) 4,180,000 9 October 2007 9 October 2009 to 0.62 1.60

9 October 2017

2009 options — 5,820,000 — — 5,820,000 28 October 2009 28 October 2011 to 0.70 0.70

27 October 2013

8,160,000 5,820,000 (980,000 ) (3,000,000 ) 10,000,000

The number and weighted average exercise prices of share options are as follows:

At 31 March 2010

Weighted

Number of average

share options exercise price

GBP

Outstanding at 24 September 2009 8,160,000 0.62

Granted during the year 5,820,000 0.70

Exercised during the year (980,000) 0.62

Cancelled during the year (3,000,000) 0.62

Outstanding during the year 10,000,000 0.67

Exercisable at end of the year 4,180,000 0.62

The options outstanding at 31 March 2010 have a weighted remaining contractual life of approximately 5 years

(2009: N/A).

Save for the above, no share options were granted, exercise, cancelled, or lapsed under the Subsidiary Scheme

during the year.
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37. SHARE-BASED PAYMENTS (Continued)

Equity-settled share option schemes (Continued)

(b) Share option scheme operated by a subsidiary (Continued)

(i) The original fair value of the 2007 options which are estimated at date of grant using the Binomial Lattice

model and the assumptions used in the model are as follows:

Option value GBP0.483

Variables:

Expected volatility 40%

Risk-free rate 4.95%

Expected life of options (years) 7.6

Expected dividend yield 6.5%

On 8 July 2009, the directors of PMHL authorised the exercise price of the subsisting options to be

adjusted from GBP1.60 to GBP0.62 effective on 9 July 2009 in order to re-introduce the incentive and

retention value to the options granted. The incremental fair value of GBP620,000 was expensed over the

remaining vesting period of three months. The incremental fair value is estimated using Binomial Lattice

model and the assumptions used in the model are as follows:

Variables:

Expected volatility 60%

Risk free rate 3.01%

Expected life of options (years) 6.5

Expected dividend yield 4.5%

(ii) The fair value of the 2009 options which are estimated at date of grant using the Binomial Lattice Model

and the assumptions used in the model are as follows:

Variables:

Expected volatility 60%

Risk free rate 2.3%

Expected life of options (years) 3.6

Expected dividend yield 4.5%

(iii) The expected volatility is based on the historic volatility (calculated based on the weighted average

remaining life of the share options) of five comparators whose major business is production and trading of

building cement or cement products or other building supplies and have been listed for more than eight

years, adjusted for any expected changes to future volatility based on publicly available information.

Expected dividend yields are based on historical dividends.
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38. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

(a) Acquisition of subsidiaries

On 24 September 2009, the Group acquired 54.28% of the issued share capital of PMHL from Mr. Wong and his
controlled entities at a consideration, before expenses, of approximately HK$1,621,863,000 which was satisfied
by the allotment and issue of 3,243,726,480 new ordinary shares of the Company of HK$0.01 each at an issue
price of HK$0.5 per share. The adoption of HK$0.5 per share as the fair value of the shares issued by the
Company at the date of exchange was based on a fair value assessment made by the Board of Directors, taking
into consideration of all aspects of the acquisition and significant factors influencing the negotiations, and by
reference to the proportional interest in fair value of the Group determined by two independent valuers from
discounted cash flow method. The key assumptions are those regarding the discount rates, growth rates and
budgeted gross margins and turnover during the period. The Group estimates discount rates using pre-tax rates
that reflect current market assessments of the time value of money and the risks specific to the business. The
growth rates are based on long-term average economic growth rate of the geographical area in which the
business operate. Budget gross margin and turnover are based on past practices and expectations on market
development. The Group prepares cash flow forecasts derived from the most recent financial budgets approved
by the Directors for the next five years with the residual period using the average growth rate from 1.2% to
6.8%. The rate used to discount the forecast cash flows was 11.6%. The Board of Directors considered the
published price of the Company’s shares at the date of exchange (i.e. HK$0.65) is not a suitable and reliable
indicator of fair value of the shares issued for the acquisition due to the thinness of the market of the Company’s
issued shares. If the published price of HK$0.65 of the Company’s share was adopted, the share consideration
would be increased by approximately HK$486,559,000 to a total consideration, before expenses, of
approximately HK$2,108,422,000.

The net assets acquired in the transactions and the goodwill arising, are as follows:

Acquiree’s
carrying
amount

before Fair value
combination adjustment Fair Value

HK$’000 HK$’000 HK$’000

Net assets acquired:
Property, plant and equipment 1,674,436 85,884 1,760,320
Lease prepayments 221,818 329,795 551,613
Other intangible assets 129,277 217,495 346,772
Interests in associates 995,505 65,340 1,060,845
Interests in a jointly controlled entity 85,600 — 85,600
Deferred tax assets 882 — 882
Non-current prepayments 252,257 — 252,257
Inventories 82,705 — 82,705
Trade and bills receivables 705,595 — 705,595
Prepayments, deposits and other receivables 317,350 — 317,350
Pledged bank deposits 13,377 — 13,377
Bank and cash balances 314,988 — 314,988
Bank borrowings (1,173,963) — (1,173,963)
Trade and bills payables (570,521) — (570,521)
Other payables (325,282) — (325,282)
Receipt in advance (53,249) — (53,249)
Current tax liabilities (10,966) — (10,966)
Secured notes (837,380) — (837,380)
Deferred tax liabilities (35,793) (158,716) (194,509)
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38. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

(a) Acquisition of subsidiaries (Continued)

Acquiree’s

carrying

amount

before Fair value

combination adjustment Fair Value

HK$’000 HK$’000 HK$’000

NET ASSETS 1,786,636 539,798 2,326,434

Minority interests (1,273,790)

Goodwill arising on acquisition

– allocated to associates 175,755

– allocated to subsidiaries 405,427

581,182

Total consideration 1,633,826

Total consideration, satisfied by:

Share consideration, at fair value 1,621,863

Direct costs relating to the acquisition 11,963

1,633,826

Net cash inflow arising on acquisition

Direct costs relating to the acquisition (3,463)

Bank and cash balances acquired 314,988

311,525

The new subsidiaries contributed approximately HK$2,914,503,000 to the Group’s turnover and approximately

HK$93,849,000 to the Group’s profit after tax for the period from date of acquisition to 31 March 2010.

If the acquisition had been completed on 1 April 2009, total Group’s turnover would have been increased by

approximately HK$3,707,409,000 and profit after tax for the period would have been increased by approximately

HK$12,344,000 for the year ended 31 March 2010. The proforma information is for illustrative purposes only and

is not necessarily an indicative turnover and results of operations of the Group that actually would have been

achieved had the acquisition been completed on 1 April 2009, nor is it intended to be a projection of future

results.

(b) Major non cash transactions

(i) During the year ended 31 March 2010, 3,243,726,480 new ordinary shares of the Company of HK$0.01

each were allotted and issued at approximately HK$0.5 per share as the consideration for the acquisition of

54.28% equity interests in PMHL.

(ii) During the year ended 31 March 2010, additions of property, plant and equipment of approximately

HK$834,000 were financed by the finance leases.

(iii) During the year ended 31 March 2009, 183,750,000 new ordinary shares of the Company of HK$0.01 each

were issued at approximately HK$0.12 per share as part of the consideration for the acquisition of 60%

equity interests in WM Aalbrightt in the year ended 31 March 2008.
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39. CONTINGENT LIABILITIES

As at 31 March 2010, the Company issued corporate guarantees to various financial institutions for facilities granted to

its subsidiaries. The Directors do not consider it probable that a claim will be made against the Company under any of

the aforesaid guarantees. The maximum liability of the Company at the end of the reporting period under the aforesaid

guarantees was approximately HK$84 million (2009: HK$65 million).

The fair value of the aforesaid guarantees at date of inception is not material and is not recognised in the financial

statements.

Save for the above, the Company did not have other significant contingent liabilities.

As at 31 March 2010, the Group did not have any significant contingent liabilities (2009: Nil).

40. BANKING FACILITIES

As at 31 March 2010, the Group’s banking facilities were secured by:

(a) the charge over certain bank deposits (Note 26), property, plant and equipment (Note 17), lease prepayments

(Note 18) and mining rights (Note 20) of the Group;

(b) 60% equity interests in WM Aalbrightt, an indirectly-owned subsidiary of the Group, and 100% equity interests in

Sharp Advance International Limited (“Sharp Advance”), an indirect wholly-owned subsidiary of the Group;

(c) all assets of Sharp Advance including interests in a subsidiary at cost of approximately HK$72 million, amounts

due from fellow subsidiaries of approximately HK$0.5 million and bank deposits of approximately HK$17,000;

(d) 33.06% equity interests in Anhui Chaodong, an associate of the Group (Note 22);

(e) corporate guarantee of the Company;

(f) corporate guarantees of subsidiaries;

(g) corporate guarantee of a third party;

(h) guarantee of the Hong Kong Special Administrative Region Government; and

(i) personal guarantee executed by Mr. Wong.

As at 31 March 2009, the Group’s banking facilities were secured by:

(a) the charge over certain bank deposits (Note 26) of the Group;

(b) 60% equity interests in WM Aalbrightt, an indirect owned subsidiary of the Group, and 100% equity interests in

Sharp Advance, an indirect wholly-owned subsidiary of the Group;

(c) all assets of Sharp Advance including interests in a subsidiary at cost of approximately HK$70 million, amounts

due from fellow subsidiaries of approximately HK$0.5 million and bank deposits of approximately HK$0.3 million;

(d) corporate guarantee of the Company;

(e) corporate guarantees of subsidiaries; and

(f) personal guarantee executed by Mr. Wong.
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41. COMMITMENTS

As at 31 March 2010, the Group had the following commitments:

(a) Operating lease commitments – as lessee

The Group had total future minimum lease payments under non-cancellable operating leases which fall due as

follows:

2010 2009

HK$’000 HK$’000

Within one year 3,076 53

In the second to fifth years, inclusive 2,730 —

5,806 53

Operating lease payments represent rentals payable by the Group for the office premises and a motor vehicle.

Leases are negotiated for a term of one to three years and rentals are fixed over the lease terms and do not

include contingent rentals.

(b) Capital and other commitments

2010 2009

HK$’000 HK$’000

Contracted but not provided for

acquisition of property, plant and equipment 4,134 3,528

Capital contribution to a subsidiary 262,080 —

(c) Purchase commitments

The Group entered into a raw materials supply contract with an iron ore supplier, with duration of seven years.

Pursuant to the contract, the purchase prices are re-negotiated periodically on arm’s length basis by reference to

the prevailing market price of iron are for shipment from similar locations in the region. At 31 March 2010, the

Group had purchase commitments in relation to the purchase of iron ore of 2,920,000 tonnes (2009: Nil) not

provided for in the financial statements.
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42. RELATED PARTY TRANSACTIONS

In addition to those related party transactions and balances disclosed elsewhere in the financial statements, the Group

had the following material related party transactions during the year:

2010 2009

HK$’000 HK$’000

(a) Rental expenses paid to a related company 423 654

The Group shared the office premises rented by a related company, Prosperity Materials (International) Limited

(“PMIL”). The rental expenses were charged in proportion to the area of office premises utilised by the Group on

the rental of the office premises. The rental expenses were charged with reference to the open market values as

determined by the Directors.

Mr. Wong and a former director of the Company, Madam Hon Ching Fong (“Madam Hon”) who resigned on 23

September 2008, are also the directors of and have beneficial interests in PMIL.

(b) Compensation of key management personnel

2010 2009

HK$’000 HK$’000

Directors’ fees 585 360

Basic salaries, allowances and benefits in kind 16,810 6,251

Retirement benefits scheme contributions 415 228

17,810 6,839

43. EVENTS AFTER THE REPORTING PERIOD

(a) Save as disclosed in Note 11 to the financial statements, the Transaction was completed on 30 April 2010 and an

aggregate amount of HK$3.6 billion has been received by the Company. The balance of the consideration of

HK$200 million and the increase in shareholder loan of approximately HK$385 million, are expected to be

received by the Company in July 2010.

(b) On 22 May 2010, Sintex International Holdings Limited (“Sintex”), an indirectly owned subsidiary of the

Company, entered into a conditional sale and purchase agreement with Liaoning Yan Zhou Zhu Xing Cement Co.,

Limited under which Sintex agreed to acquire 25% equity interest in Liaoning Changqing for a consideration of

RMB 100 million.

(c) On 31 May 2010, Zhejiang Changxing Investment Company Limited (“Zhejiang Changxing”), an indirectly owned

subsidiary of the Company, entered into a joint venture agreement (“JV Agreement”) with a joint venture partner,

Xiamen Yangguang Shiji Property Development Company Limited for the establishment of a joint venture

company, Changtai Jinhongbang Property Development Company Limited (“Changtai Jinhongbang”) in the PRC.

Pursuant to the JV Agreement, the joint venture company will be principally engaged in real estate development

in the Fujian Province, the PRC. The total investment costs by the Group in proportion to its respective interest in

Changtai Jinhongbang is RMB480 million.
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43. EVENTS AFTER THE REPORTING PERIOD (Continued)

(d) On 31 May 2010, Pro-Rise entered into a conditional sale and purchase agreement with two related companies

Cheong Sing Merchandise Agency Limited (“Cheong Sing”) and Splendid City Limited of which Mr. Wong and

Madam Hon are also the directors of and have beneficial interests in Cheong Sing and Splendid City Limited.

According to the agreement, Pro-Rise agreed to acquire (i) the entire equity interest in Bliss Hero Investment

Limited (“Bliss Hero HK”) for a consideration equal to the consolidated net assets value of Bliss Hero HK as at 31

March 2010, after deduction of minority interest and (ii) the shareholder loan outstanding in the consolidated

financial statements of Bliss Hero HK as at 31 March 2010.

Bliss Hero HK holds the entire equity interest in Guangzhou Bliss Hero Real Estate Development Company

Limited (“Bliss Hero GZ”) and 55% equity interest in Guangzhou Fuchun Dongfang Real Estate Investment Co.,

Ltd (“Fuchun Dongfang”).

Bliss Hero GZ owns approximately 11,472 square metres of office and commercial space in Silver Bay Plaza,

situated in Guangzhou City, Guangdong Province, the PRC. Silver Bay Plaza was completed in 2004 and has a

total gross floor area of approximately 19,900 square metres, comprising 26 floors and 2 underground floors.

Fuchun Dongfang is the owner of the land use rights in respect of two land parcels situated in Guangzhou, the

PRC with an aggregate site area of 13,814 square metres.

The acquisition of Bliss Hero HK has not been completed.

(e) On 31 May 2010, MCO, an indirectly owned subsidiary of the Company, entered into an iron ore master off-take

agreement with Grace Wise Pte Limited (“Grace Rise”), a related company of which Mr. Wong has beneficial interest.

Pursuant to the agreement, Grace Wise agreed to sell to MCO, for loading at Malaysian sea port, iron ore at a price

per tonne following the prevailing market price in the region for a period up to 31 March 2013 (the “Off-take Period”).

The master off-take agreement prescribes the maximum value of US$1,555 million (approximately HK$12 billion)

of the transaction between MCO and Grace Wise during the Off-take Period. Under the master off-take

agreement, Grace Wise has no obligation to sell iron ore to MCO nor is MCO required to purchase iron ore from

Grace Wise. However, whenever Grace Wise has iron ore to sell, it must first offer the same to MCO. Grace

Wise will inform MCO periodically of the quantity of iron ore available for sale and MCO will decide on the

quantity that it wishes to purchase. In the event that MCO decide not to purchase all of the iron ore offered by

Grace Wise, Grace Wise may then sell the remaining iron ore to third parties.
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44. PRINCIPAL SUBSIDIARIES

Particulars of the principal subsidiaries as at 31 March 2010 are as follows:

Issued and

Place of fully paid-up Attributable

incorporation/ capital/ equity interest

registration registered held by

Name and operation capital the Company Principal activities

Direct Indirect

Atlantic Wise Limited British Virgin 1 ordinary — 53.89% Dormant

Islands (“BVI”) share of US$1 each

Carpetwise Investments BVI 1 ordinary — 53.89% Dormant

Holdings Limited share of US$1 each

△ # Chongqing Changxing The PRC Registered capital of — 53.89% Manufacture and sales

US$35,000,000 of clinker and cement

Crown Wise Limited BVI 1 ordinary — 53.89% Dormant

share of US$1 each

Escrow Limited Hong Kong 10,000 ordinary — 53.89% Dormant

shares of HK$

1 each

△ # Guangan Changxing Cement The PRC Registered capital of — 53.89% Manufacture and sales

Co., Limited US$29,990,000 of clinker and cement

# Guilin Star Brite Stone The PRC Registered capital of — 60% Mining and processing

Materials Co., Ltd. US$3,000,000 of granite and selling

of granite products

△ # Guizhou Anshun Changxing The PRC Registered capital of — 53.89% Manufacture and sales

Cement Co., Limited US$29,990,000 of clinker and cement

△Hensford Limited Hong Kong 10,000 ordinary — 53.89% Investment holding

shares of HK$1 each

Jet World Hong Kong 2 ordinary — 100% Dormant

Corporation Limited shares of HK$1 each

Jetgo Development Limited BVI 2 ordinary 100% — Dormant

shares of US$1 each

Kingwell Corporation Limited Hong Kong 10,000 ordinary — 53.89% Dormant

shares of HK$1 each

△ Kiton Limited Hong Kong 10,000 ordinary shares — 53.89% Investment holding

of HK$1 each

△ * Liaoning Chongqing The PRC Registered capital of — 40.42% Manufacture and sales

US$33,500,584 of clinker and cement
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44. PRINCIPAL SUBSIDIARIES (Continued)

Issued and

Place of fully paid-up Attributable

incorporation/ capital/ equity interest

registration registered held by

Name and operation capital the Company Principal activities

Direct Indirect

Mega Best (Asia) Limited Hong Kong 2 ordinary — 100% Dormant

shares of HK$1 each

△Mega East Limited Hong Kong 10,000 ordinary — 53.89% Investment holding

shares of HK$1 each

MCO Macau 100,000 ordinary — 53.89% Trading of iron ore

shares of MOP1 each

Ongold Enterprises Limited BVI 2 ordinary 100% — Dormant

shares of US$1 each

PMHL Jersey 135,465,165 ordinary 53.89% — Investment holding

shares of GBP0.01 each

PMI BVI 10,000 ordinary — 53.89% Investment holding

shares of US$1 each

PMM Hong Kong 100,000 ordinary — 53.89% Provision of human

shares of HK$1 each resources and

administrative

services

Premium International Hong Kong 50,000 ordinary — 53.89% Investing holding

Investment Limited shares of HK$1 each

△ Prime York Limited Hong Kong 10,000 ordinary — 53.89% Investment holding

shares of HK$1 each

Profit World Ventures Limited BVI 20,000 ordinary 100% — Investment holding

shares of US$1 each

Pro-Rise BVI 1,000 ordinary — 53.89% Investment holding

shares of US$1 each

Prosperity Cement Hong Kong 2 ordinary — 100% Trading of clinker

(Asia) Limited shares of HK$1 each and cement

Prosperity Cement (Asia) Macau 1 ordinary — 100% Trading of clinker

Limited – Macao share of MOP$100,000 and cement

Commercial Offshore each

△ Prosperity Cement Hong Kong 10,000 ordinary — 53.89% Investment holding

Investment Limited shares of HK$1 each
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44. PRINCIPAL SUBSIDIARIES (Continued)

Issued and

Place of fully paid-up Attributable

incorporation/ capital/ equity interest

registration registered held by

Name and operation capital the Company Principal activities

Direct Indirect

Prosperity Cement BVI 2 ordinary — 100% Dormant

Shipping Limited shares of US$1 each

Prosperity Minerals (China) Limited BVI 10,000 ordinary — 53.89% Investment holding

shares of US$1 each

Prosperity Minerals BVI 10,000 ordinary — 53.89% Dormant

Finance Limited shares of US$1 each

△ Prosperity Minerals Hong Kong 2 ordinary — 53.89% Investment holding

(International) Limited shares of HK$1 each

Prosperity Minerals BVI 10,000 ordinary — 53.89% Dormant

International shares of US$1 each

Investment Limited

Prosperity Minerals Limited Hong Kong 2 ordinary — 53.89% Provision of advisory,

shares of HK$1 each planning and

administrative

services

Prosperity Resources Hong Kong 2 ordinary — 100% Dormant

(Asia) Limited shares of HK$1 each

Prosperity Trading Limited Hong Kong 10,000 ordinary — 100% Trading of building

shares of HK$1 each materials

Right Sky Hong Kong 2 ordinary — 100% Dormant

International Limited shares of HK$1 each

Sharp Advance BVI 1 ordinary — 100% Investment holding

share of US$1 each

Sintex Hong Kong 10,000 ordinary — 53.89% Dormant

shares of HK$1 each

△ Star Home Limited Hong Kong 10 ordinary — 43.11% Investment holding

shares of HK$1 each

Success Top Hong Kong 2 ordinary — 100% Trading of building

Enterprise Limited shares of HK$1 each materials

Super Data Limited BVI 1,000 ordinary — 53.89% Provision of freight

shares of US$1 each chartering services

Sure Kit Limited Hong Kong 10,000 ordinary — 53.89% Investment holding

shares of HK$1 each
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44. PRINCIPAL SUBSIDIARIES (Continued)

Issued and

Place of fully paid-up Attributable

incorporation/ capital/ equity interest

registration registered held by

Name and operation capital the Company Principal activities

Direct Indirect

△Upper Value BVI 10,000 ordinary — 53.89% Investment holding

shares of US$1 each

△Way Zone Limited Hong Kong 10,000 ordinary — 53.89% Investment holding

shares of HK$1 each

Win Cross Limited BVI 1 ordinary — 53.89% Dormant

share of US$1 each

WM Aalbrightt Hong Kong 100,000 ordinary — 60% Investment holding

shares of HK$1 each

# YDM The PRC Registered capital — 53.89% Manufacture and sales

of RMB428,110,000 of clinker and cement

# Zhejiang Changxing The PRC Registered capital — 53.89% Dormant

of US$58,600,000

# a wholly-owned foreign enterprise established in the PRC
* a sino foreign equity joint venture established in the PRC
△ These subsidiaries are included in the disposal group held for sale

45. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the Board of Directors on 20 July 2010.
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The following is a summary of the published results and of the assets and liabilities of the Group prepared on the bases set

out in note below:

Year ended 31 March

2010 2009 2008 2007 2006

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

RESULTS

Continuing operations

Turnover 2,559,682 786,492 648,611 550,597 159,587

(Loss)/profit before tax (42,465) 23,937 40,024 20,911 11,157

Income tax expense (2,115) (878) (1,491) (1,565) (4)

(Loss)/profit from

continuing operations (44,580) 23,059 38,533 19,346 11,153

Profit from discontinued

operation 142,115 — — — (4,362)

Profit for the year 97,535 23,059 38,533 19,346 6,791

Attributable to:

Owners of the Company 57,394 24,573 38,533 19,346 6,791

Minority interests 40,141 (1,514) — — —

97,535 23,059 38,533 19,346 6,791

As at 31 March

2010 2009 2008 2007 2006

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

ASSETS AND LIABILITIES

Non-current assets 744,373 228,488 221,842 12,828 9

Current assets 6,996,902 147,046 94,211 73,472 36,859

Current liabilities (4,439,412) (80,612) (93,938) (63,171) (30,745)

Non-current liabilities (72,007) (77,781) (48,307) — —

Total equity 3,229,856 217,141 173,808 23,129 6,123

Attributable to:

Owners of the Company 1,851,784 160,897 116,095 23,129 6,123

Minority interests 1,378,072 56,244 57,713 — —

3,229,856 217,141 173,808 23,129 6,123

Note: Amounts disclosed in the summary financial information for prior years were extracted from the annual report for the year ended 31 March
2009.


