NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

SIGNIFICANT ACCOUNTING POLICIES (contd)

Retirement benefit costs

Payments to defined contribution retirement benefit plan and state-managed retirement benefit
schemes are charged as an expense when employees have rendered service entitling them to the
contributions.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as
reported in the consolidated statement of comprehensive income 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 temporary differences between the carrying amounts of assets and
liabilities in the consolidated 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 can be utilised. Such assets
and liabilities are not recognised if the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in
subsidiaries and associates, and interests in joint ventures, 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. Deferred tax assets arising from deductible temporary differences
associated with such investments and interests are only recognised to the extent that it is probable that
there will be sufficient taxable profits against which to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable future.
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For the year ended 31 March 2010

SIGNIFICANT ACCOUNTING POLICIES (contd)
Taxation (Cont’d)

The carrying amount of deferred tax assets is reviewed at the end of the 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 assets and liabilities are measured at the tax rates that are expected to apply in the period
in which the liability is settled or the asset is realised, based on tax rate (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period. The measurement of deferred
tax liabilities and assets reflects the tax consequences that would follow from the manner in which
the Group expects, at the end of the reporting period, to recover or settle the carrying amount of its
assets and liabilities. Deferred tax is recognised in profit or loss, except when it relates to items that are
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 respectively.

Leasing

Leases are classified as finance lease whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the leasee. All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in profit or loss on a straight-line basis over the term
of the relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognised as an expense on a straight-line basis
over the lease term.

The Group as lessee
Operating lease payments are recognised as an expense on a straight-line basis over the term of the

relevant lease. Benefits received and receivable as an incentive to enter into an operating lease are
recognised as a reduction of rental expense over the lease term on a straight-line basis.
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For the year ended 31 March 2010

3. SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Leasing (Cont'd)
Leasehold land and building

The land and building elements of a lease of land and building are considered separately for the
purpose of lease classification, unless the lease payments cannot be allocated reliably between the
land and building elements, in which case, the entire lease is generally treated as a finance lease and
accounted for as property, plant and equipment. To the extent the allocation of the lease payments
can be made reliably, leasehold interests in land are accounted for as operating leases and amortised
over the lease term on a straight-line basis, except for those that are classified and accounted for as
investment properties under the fair value model.

4. KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are described in note 3, the Directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions
are based on historical experience and other factors that are considered to be relevant. Actual results
may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods.

Key sources of estimation uncertainty
The following are the 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 within the
next financial year.
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For the year ended 31 March 2010

KEY SOURCES OF ESTIMATION UNCERTAINTY (Cont’d)
Key sources of estimation uncertainty (Cont’d)
Impairment loss on investment in an investee company

The impairment for investment in an investee company has been determined by the Directors based
on the difference between the carrying amount of investment and the recoverable amount. The
recoverable amount represents the Group's expectation of dividends income to be received from the
investment and expected net assets value sharing upon dissolution by reference to the estimation of
the future cash flow discounted at an expected rate of return. Where the actual future cash flows are
less than expected, further impairment loss may arise. Details of the recoverable amount calculation
are disclosed in Note 20.

As at 31 March 2010, the carrying amount of investment in an investee company was HK$32,465,141
(2009: HK$32,465,141) and no impairment loss was recognised during the years ended 31 March
2010 and 2009.

Net realisable value for properties held for development

Net realisable value for properties held for development was determined by reference to management
estimates of the selling price based on prevailing market conditions, less applicable variable selling
expenses and the anticipated costs to completion. During the course of their assessment, management
made reference to property valuations conducted by independent qualified professional valuer based
on comparable market prices. Where there was material volatility in the property market, future
impairment loss might arise. There was no impairment loss recognised during the year ended 31 March
2010 and 2009.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as a going
concern in order to support its business and maximise shareholders value. The Group'’s overall strategy
remains unchanged from prior year.

The capital structure of the Group consists of equity attributable to owners of the Company,
comprising share capital, accumulated profits and other reserves.

The Directors of the Company review the capital structure on a regular basis to maintain a strong
capital base to support the development of the Group's business. The Directors of the Company also
balance its overall capital structure through payment of dividends, new share issues as well as the issue
of new debts.
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For the year ended 31 March 2010

6. FINANCIAL INSTRUMENTS

a. Categories of financial instruments

Financial instrument

classification 2010 2009
HK$ HK$
Financial assets
Trade and other receivables Loans and receivables 5,790,591 5,707,960
Bank deposits Loans and receivables 78,574,264 107,420,409
Bank balances and cash Loans and receivables 102,792,689 27,957,910
Available-for-sale investment Available-for-sale investment = 28,337,500
Investment in an investee Available-for-sale investment 32,465,141 32,465,141
company
219,622,685 201,888,920
Financial liabilities
Trade and other payables* At amortised cost 5,525,078 14,111,111
Amount due to an associate At amortised cost 896,563 891,893
Amount due to ultimate At amortised cost 122,238 =
holding company
Loans from ultimate At amortised cost 3,826,000 3,826,000
holding company
10,369,879 18,829,004

* Excluding accruals and deposits from customers

b. Financial risk management objectives and policies

The Group's major financial instruments include investment in an investee company, available-
for-sale investment, trade and other receivables, trade and other payables, amount due to an
associate, amount due to ultimate holding company, loans from ultimate holding company, bank
deposits and bank balances. Details of these financial instruments are disclosed in respective
notes. It is, and has been throughout the year, the Group’s policy not to enter into trading of
derivative financial instruments.

The risks associated with these financial instruments include credit risk, market risk (currency risk,
interest rate risk and price risk) and liquidity risk. The policies on how to mitigate these risks are
set out below. The management manages and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective manner.
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For the year ended 31 March 2010

6.

FINANCIAL INSTRUMENTS (Contd)

b.

Financial risk management objectives and policies (Cont’d)
Credit risk

The Group’s maximum exposure to credit risk which will cause a financial loss to the Group due
to failure to perform an obligation by the counterparties is arising from the carrying amount
of the respective recognised financial assets as stated in the Group’s consolidated statement of
financial position.

In order to minimise the credit risk, the Group requires its customers to make prepayment on
their purchase and management has delegated a team responsible for the determination of
credit limits, credit approvals and other monitoring procedures to ensure that follow-up action is
taken to recover overdue debts. In addition, the Group reviews the recoverable amount of each
individual trade debt at the end of each reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard, the Directors of the Company consider
that the Group’s credit risk is significantly reduced.

The Group's concentration of credit risk by geographical locations is in the PRC, which accounted
for 100% (2009: 100%) of the total trade receivables as at 31 March 2010.

The Group has concentration of credit risk as 84.1% (2009: 48.1%) of the total trade receivables
was due from one customer in the PRC, also the largest customer of the Group, engaged in sales
of pharmaceutical and biotech products. Though there was no default on receivables from this
customer in the past and its considered a creditworthy customer, the failure of this customer
to make required payments could have a negative impact on the Group's results. The Group
manages this risk by applying a limit on the credit to this customer.

The Group was exposed to credit risk through the investment in certain investment products
(42 & 77 HAMR R 52 215 AR BT & f ) for the year ended 31 March 2009, which was classified as
available-for-sale investment (as disclosed in note 24). The investment products were redeemed in
current year.

The credit risk on liquid funds is limited because the counterparties are banks with high credit
ratings assigned by international credit-rating agencies or state-owned banks located in the PRC.
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For the year ended 31 March 2010

6.

FINANCIAL INSTRUMENTS (cont'd)

b.

Financial risk management objectives and policies (Cont’d)

Market risks

(i)

Currency risk

Certain bank deposits of the Group are denominated in foreign currencies. The Group
currently does not have a foreign currency hedging policy. However, the management
monitors foreign exchange exposure and will consider hedging significant foreign currency
exposure should the need arise.

The carrying amounts of the Group's foreign currency denominated monetary assets at the
end of the reporting period are as follows:

Assets
2010 2009
HK$ HK$
United States Dollars (“US$") 41,169,910 25,958,746
HK$ 43,452,230 86,896,236

Sensitivity analysis

The following table details the Group’s sensitivity to a 2% increase and decrease in RMB, the
functional currency of the respective group entities, against the relevant foreign currencies
for the years ended 31 March 2010 and 2009. The sensitivity rate represents management'’s
assessment of the reasonably possible change in foreign exchange rates with reference
to historical fluctuation of foreign exchange rates during the year. The sensitivity analysis
includes only outstanding foreign currency denominated monetary items and adjusts their
translation at 31 March 2010 and 2009 for a corresponding change in foreign currencies
rates. A negative number below indicates a decrease in post-tax profit for the year where
the RMB strengthens against the relevant currencies. For a weakening of RMB against the
relevant currency, there would be an equal and opposite impact on the post-tax profit for
the year.

I———— Annual Report 2010 Yunnan Enterprises Holdings Limited

57



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

6. FINANCIAL INSTRUMENTS (Cont‘d)
b. Financial risk management objectives and policies (Cont’d)
Market risks (Cont’d)
(i) Currency risk (Cont’d)

Sensitivity analysis (Cont’d)

2010 2009
HK$ HK$
us$ (823,000) (519,000)
HK$ (869,000) (1,738,000)

The balances of bank deposits denominated in foreign currencies fluctuated throughout the
year and in management’s opinion, the sensitivity analysis is unrepresentative of the inherent
foreign exchange risk as the year end exposure does not reflect the exposure during the
year.

(i) Interest rate risk

The Group is exposed to cash flow interest rate risk due to the fluctuation of the prevailing
market interest rate on bank deposits and bank balances which carry at prevailing market
interest rates. The Group currently does not have any interest rate hedging policy. However,
the Group monitors interest rate exposure and will consider hedging significant interest rate
exposure should the need arise.

The Group’s exposure to interest rate has increased during the current year mainly due to
the increase in variable rate bank deposits and bank balances at the year end.

Interest rate sensitivity analysis

The sensitivity analysis below has been determined based on the exposure to the bank
deposits and bank balances which bear floating interest rates at the end of the reporting
period. A 50 basis point (2009: 50 basis point) increase or decrease is used to present the
reasonably possible change in interest rates for those balances denominated in RMB and
US$, at the year end.
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For the year ended 31 March 2010

6.

FINANCIAL INSTRUMENTS (cont'd)

b.

Financial risk management objectives and policies (Cont’d)

Market risks (Cont’d)

(i1)

(i)

Interest rate risk (Cont’d)

Interest rate sensitivity analysis (Cont’d)

No sensitivity analysis was prepared for bank deposits and bank balances denominated in
HK$ as the financial impact arising on changes in interest rates was minimal.

If interest rates had been 50 basis points (2009: 50 basis point) higher/lower and all other
variables were held constant, the Group’s post-tax profit for the year ended 31 March 2010
would increase/decrease approximately by HK$713,000 (2009: HK$262,000).

Price risk

The Group is exposed to price risk through its investment in an investee company (as
disclosed in note 20). No sensitivity analysis is prepared as price risk arising from investment
in an investee company which is measured at cost less impairment because the range
of reasonable fair value estimates is so significance and its fair value cannot be reliably
measured.

The Group was exposed to equity price risk through its investment in available-for-sale
investment (as disclosed in note 24) as at 31 March 2009. No sensitivity analysis was
prepared as the financial impact arising on changes in equity price was minimal.

Liquidity risk

In the management of the liquidity risk, the Group monitors and maintains a level of cash and

cash equivalents deemed adequate by the management to finance the Group’s operations and

mitigate the effects of fluctuations in cash flows.
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For the year ended 31 March 2010

6. FINANCIAL INSTRUMENTS (Contd)

b. Financial risk management objectives and policies (Cont’d)

Liquidity risk (Cont’d)

The following table details the Group’s remaining contractual maturity for its non-derivative

financial liabilities based on the agreed repayment terms. The table has been drawn up based on

the undiscounted cash flows of financial liabilities based on the earliest date on which the Group

can be required to pay.

3 months Total
Less than to undiscounted Carrying
3 months 4 months cash flows amount
HK$ HK$ HK$ HK$
As at 31 March 2010
Trade and other payables 4,984,233 540,845 5,525,078 5,525,078
Amount due to an associate 896,563 - 896,563 896,563
Amount due to ultimate holding
company 122,238 - 122,238 122,238
Loans from ultimate holding
company 3,826,000 - 3,826,000 3,826,000
9,829,034 540,845 10,369,879 10,369,879
As at 31 March 2009
Trade and other payables 14,111,111 - 14,111,111 14,111,111
Amount due to an associate 891,893 - 891,893 891,893
Loans from ultimate holding
company 3,826,000 - 3,826,000 3,826,000
18,829,004 - 18,829,004 18,829,004

c. Fair value

The fair value of financial assets and financial liabilities is determined in accordance with generally

accepted pricing models based on discounted cash flow analysis.

The Directors of the Company consider that the carrying amounts of all financial assets

and financial liabilities recorded at amortised cost in the consolidated financial statements

approximate to their corresponding fair values.
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For the year ended 31 March 2010

REVENUE AND SEGMENT INFORMATION

The Group has adopted HKFRS 8 Operating Segments with effect from 1 April 2009. HKFRS 8 is a
disclosure standard that 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
for the purpose of allocating resources to segments and assessing their performance. In contrast, the
predecessor Standard (HKAS 14 Segment Reporting) required an entity to identify two sets of segments
(business and geographical) using a risks and returns approach. In the past, the Group’s primary
reporting format was business segments. For the purpose of resources allocation and performance
assessment, the chief operating decision maker reviews operating results and financial information
of subsidiaries engage in pharmaceutical and biotech products business and exploration of mineral
resources. The application of HKFRS 8 has resulted in a redesignation of the Group’s operating
segments as compared with the primary segments determined in accordance with HKAS 14. The
adoption of HKFRS 8 also changed the basis of measurement of segment profit or loss, segment assets
and segment liabilities by including income tax expense and certain income and expenses in segment
result and including bank deposits, bank balances and cash, available-for-sale investment and tax
payable, loans from ultimate holding company and other payables of respective segment as segment
assets and liabilities.

In prior years, segment information reported externally was analysed on the basis of the types of
business operated by the Group (i.e. production and sale of pharmaceutical and biotech products,
property rental, properties development, investment holding for dividend income and exploration
of mineral resources). However, the chief operating decision maker, the managing Director of the
Company, only regularly reviews the following operations, the operating segments of the Group under
HKFRS 8:

1. Pharmaceutical and biotech products business — manufacture and sale of pharmaceutical products
including flagship products “Cerebroprotein Hydrolysate for injection” and other medicine.

2. Exploration of mineral resources — exploration of copper, multi-metal and non-ferrous mineral
resources.

Information regarding the above segments is reported below. Amounts reported for the prior year have
been restated to conform to the requirements of HKFRS 8.
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For the year ended 31 March 2010

7. REVENUE AND SEGMENT INFORMATION (cont’d)
(@) Segment revenues and results

The following is an analysis of the Group's revenue and results by segment.
For the year ended 31 March 2010

Pharmaceutical

and biotech Exploration

products of mineral
business resources Unallocated Consolidated
HK$ HK$ HK$ HK$
REVENUE - EXTERNAL 77,473,929 - 5,477,110 82,951,039
SEGMENT PROFIT (LOSS) 43,493,459 (1,747,400) 41,746,059
Other income and gains 667,623

Gain arising from change in fair value

of an investment property 3,800,000
Unallocated expenses (6,180,289)
Share of results of associates 658,254
Profit for the year 40,691,647

For the year ended 31 March 2009

Pharmaceutical

and biotech Exploration

products of mineral
business resources Unallocated Consolidated
HK$ HK$ HK$ HK$
REVENUE - EXTERNAL 50,417,568 - 6,518,838 56,936,406
SEGMENT PROFIT (LOSS) 23,664,570 (451,048) 23,213,522
Other income and gains 1,792,438

Loss arising from change in fair value

of an investment property (2,200,000)
Unallocated expenses (10,040,349)
Share of results of associates 924,494
Profit for the year 13,690,105
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For the year ended 31 March 2010

7.

REVENUE AND SEGMENT INFORMATION (Cont'd)

(a)

(b)

Segment revenues and results (Cont'd)

The accounting policies of the operating segments are the same as the Group's accounting

policies described in note 3. Segment revenue excludes dividend income and office building

rental, details of which were disclosed in Note 7 (f). Segment profit (loss) represents the profit

after taxation earned by/loss after taxation from each segment without allocation of central

administration costs, Directors’ salaries, and certain other income and gains, gain (loss) arising

from change in fair value of an investment property and share of profit of associates. This is the

measure reported to the chief operating decision maker for the purposes of resource allocation

and performance assessment.

Segment assets and liabilities

The following is an analysis of the Group's assets and liabilities by segment:

2010 2009
HK$ HK$
Segment assets
Pharmaceutical and biotech products business 96,592,490 80,565,718
Exploration of mineral resources 34,463,624 20,460,045
Total segment assets 131,056,114 101,025,763
Assets classified as held-for-sale 37,720,135 -
Unallocated assets
Interests in an associate/associates 14,651,110 51,453,148
Investment property 24,600,000 20,800,000
Investment in an investee company 32,465,141 32,465,141
Properties held for development 121,178,821 120,572,522
Advance payment for property, plant and equipment - 1,804,926
Property, plant and equipment 1,060,645 1,299,689
Other receivables 6,630,257 4,160,572
Bank deposits 68,282,503 96,085,409
Bank balances and cash 24,111,219 8,558,202
Consolidated assets 461,755,945 438,225,372
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For the year ended 31 March 2010

7. REVENUE AND SEGMENT INFORMATION (cont‘d)

(b) Segment assets and liabilities (Cont'd)

2010 2009
HK$ HK$
Segment liabilities
Pharmaceutical and biotech products business 16,261,119 19,376,616
Exploration of mineral resources 4,018,013 5,221,689
Total segment liabilities 20,279,132 24,598,305
Unallocated liabilities
Other payables 2,576,062 1,012,610
Consolidated liabilities 22,855,194 25,610,915

Segment assets and liabilities represent assets and liabilities of respective segments.
(c) Other segment information

Amount included in the measure of segment profit or loss or segment assets

2010 2009
Pharmaceutical Pharmaceutical
and biotech Exploration and biotech Exploration
product of mineral Segment product of mineral Segment
business resources total Unallocated Total business Tesources total Unallocated Total
HKS HKS HK$ HKS HKS HK$ HKS HK$ HKS HK$
Additions of non-current
assets (Note) 2,049,050 2,892,477 4,941,527 - 4,941,527 652,172 2,784,244 3,436,416 14,117 3,450,533
Depreciation of property,
plant and equipment 2,483,109 531,833 3,014,942 239,043 3,253,985 2,452,309 90,205 2,542,514 1,044,678 3,587,192
Amortisation of
prepaid lease payments 89,707 - 89,707 - 89,707 89,148 - 89,148 - 89,148
Loss on disposal of property,
plant and equipment - 1,654 1,654 - 1,654 - - - 111,591 111,591
Interest income 207,093 442,460 649,553 261,095 910,648 69,969 426,345 496,314 1,704,189 2,200,503
Income tax 7,544,517 - 7,544,517 2,699,816 10,244,333 4,204,336 - 4,204,336 1,433,802 5,638,138

Note: The amounts represent additions of property, plant and equipment and exploration and evaluation assets

during the years.
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For the year ended 31 March 2010

7.

REVENUE AND SEGMENT INFORMATION (Cont'd)

(d) Geographical information

(e)

The Group principally operates in Hong Kong and the PRC (country of domicile).

The following table provides an analysis of the Group's sales by geographical market irrespective
of the origin of goods/services.

The Group's revenue from external customers and information about its non-current assets by
geographical location of the assets are detailed below:

Revenue from

external customers Non-current assets
2010 2009 2010 2009
HKS$ HK$ HK$ HK$
The PRC (country of domicile) 77,473,929 50,417,568 50,299,532 85,117,585
Hong Kong 5,477,110 6,518,838 25,660,644 23,904,615

82,951,039 56,936,406 75,960,176 109,022,200

Note: Non-current assets excluded financial instruments.
Information about major customers

Revenue from major customers which accounts for 10% or more of the Group’s revenue are as
follows:

2010 2009
HK$ HK$
Revenue from customers attributable to
pharmaceutical and biotech products
— Company A 65,389,823 -
— Company B —* 23,586,677
— Company C —* 18,788,269
* The corresponding revenue did not contribute over 10% of the total sales of the Group.
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For the year ended 31 March 2010

7. REVENUE AND SEGMENT INFORMATION (cont‘d)

(f) Revenue from major products and services

2010 2009
HK$ HK$
Pharmaceutical and biotech products
— Cerebroprotein Hydrolysate for injection 70,020,882 43,256,068
- Vinpocetine for injection and
Aceglutamide for injection and others 7.453,047 7,161,500
77,473,929 50,417,568
Dividend income 4,673,836 5,660,166
Office building rental 803,274 858,672
82,951,039 56,936,406
8. OTHER INCOME AND GAINS

2010 2009
HK$ HK$
Government grants (Note) 1,036,640 -

Release of government grants in relation to
certain assets (Note 28) 335,436 334,382
Interest income 910,648 2,200,503
Gain on redemption of available-for-sale investment 752,680 251,242
Fair value change of held-for-trading investments 248,605 270,572
Gain on partial disposal of subsidiaries - 1,031
Others 406,540 87,218
3,690,549 3,144,948

Note: During the year ended 31 March 2010, a PRC subsidiary received an amount of approximately HK$838,000

representing incentives granted by local authority for encouragement of its business development and HK$199,000

to recognise the eminent brand of pharmaceutical and biotech products. These grants are accounting for as

immediate financial support with no future related costs expected to be incurred nor related to any assets.
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),

INCOME TAX EXPENSE

2010 2009
HK$ HK$
Current tax
PRC enterprise income tax 7,544,517 4,086,695
Withholding tax 2,114,976 1,433,802
Underprovision in prior years
PRC enterprise income tax - 117,641
Deferred tax (note 30):
Current year 584,840 -
10,244,333 5,638,138

The Company was incorporated in the Cayman Islands and is not subject to any income tax.

No provision for Hong Kong Profits Tax has been made as the Group has no assessable profit arising in,
or derived from, Hong Kong for both years.

Taxation arising in the PRC is calculated at the rates prevailing in the relevant jurisdictions.

Under the Law of the People’s Republic of China on Enterprise Income Tax (the "EIT Law"”) and
Implementation Regulation of the EIT Law, the tax rate of the PRC subsidiaries is unified to 25% from
1 January 2008 onwards.

Meng Sheng Pharmaceutical, a subsidiary of the Group, is established in the Kunming economic open
zone. Meng Sheng Pharmaceutical was exempted from the PRC enterprise income tax for two years
starting from its first profit-making year, followed by a 50% reduction for the next three years. The
50% reduction expired in calendar year ended 31 December 2007. Pursuant to the relevant laws and
regulations in the PRC, Meng Sheng Pharmaceutical was entitled to a preferential Enterprise Income
Tax rate of 15% from 1 January 2008 to 31 December 2010. The applicable tax rate to Meng Sheng
Pharmaceutical is 15% (2009:15%).
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For the year ended 31 March 2010

INCOME TAX EXPENSE (Contd)

Details of deferred taxation are set out in note 30. The income tax expense for both years can be

reconciled to the profit before tax per the consolidated statement of comprehensive income as follows:

2010 2009
HK$ HK$
Profit before tax 50,935,980 19,328,243
Tax at 25% for the year ended 31 March 2010 and 2009 12,733,995 4,832,060
Effect of different tax rates of subsidiaries operating
in other jurisdictions 208,556 845,804
Tax effect of share of results of associates (164,564) (231,109)
Tax effect of expenses not deductible for tax purpose 776,727 1,493,579
Tax effect of income not taxable for tax purpose (809,113) (1,280,895)
Tax effect of tax losses not recognised 1,658,102 1,198,304
Tax effect on deductible temporary differences not recognised 6,585 545,381
Utilisation of tax losses previously not recognised (83,560) (72,651)
Utilisation of deferred tax assets previously not recognised (638,220) (368)
Effect of tax concession grant to a PRC subsidiary (6,144,684) (3,255,518)
Underprovision in respect of prior years - 117,641
Withholding tax of income generated from PRC 2,699,816 1,433,802
Others 693 12,108
Income tax expense for the year 10,244,333 5,638,138
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

10. PROFIT FOR THE YEAR

2010 2009
HK$ HK$

Profit for the year has been arrived at after charging:
Research and development costs 265,901 137,268
Less: Government grants released (note 28) - (56,335)
Net research and development costs (included in other expenses) 265,901 80,933
Directors’ emoluments 360,000 554,751
Other staff costs

Salaries and other benefits 9,658,345 7,342,465

Retirement benefits scheme contributions 486,207 209,108
Total staff costs 10,504,552 8,106,324
Amortisation of prepaid lease payments 89,707 89,148
Auditors’ remuneration 698,193 709,502
Cost of inventories recognised as expense 19,569,250 16,339,968
Depreciation of property, plant and equipment 3,253,985 3,587,192
Loss on disposal of property, plant and equipment

(included in other expenses) 1,654 111,591
and after crediting:
Dividend income from investment in an investee company 4,673,836 5,660,166
Net foreign exchange gain 43,492 177,405
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: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

11. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS
(a) Directors’ emoluments

The emoluments of the Directors on a name basis are as follows:

Other emoluments

Retirement
Salaries benefits
and other scheme Total
Fees benefits contributions emoluments
HK$ HK$ HK$ HK$
For the year ended 31 March 2010
Fang Wen Quan* 60,000 - - 60,000
Li Suiming* 60,000 - - 60,000
Liu Huijiang* 60,000 - - 60,000
Chiu Sung Hong 60,000 - - 60,000
Chiu Fan Wa 60,000 - - 60,000
Lam Yat Fai 60,000 - - 60,000
360,000 - - 360,000
For the year ended 31 March 2009
Li Suiming* 60,000 — - 60,000
Ma Pizhi* (resigned on
1 September 2008) 16,500 133,251 - 149,751
Fang Wen Quan* 60,000 - - 60,000
Li Guanglin* (resigned on
31 March 2009) 60,000 - - 60,000
Liu Huijiang* 60,000 — - 60,000
Ho Wing Fun (resigned on
10 April 2008)
Lam Yat Fai 60,000 - - 60,000
Wu Wen Jing, Benjamin (resigned
on 1 January 2009) 45,000 - - 45,000
Chiu Sung Hong (appointed on
10 April 2008) 60,000 - - 60,000
Chiu Fan Wa (appointed on
31 March 2009) - - - -
421,500 133,251 - 554,751

* Executive Directors

None of the Directors waived any emoluments during the years ended 31 March 2010 and 2009.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS :

For the year ended 31 March 2010

11. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS (Cont'd)
(b) Employees’ emoluments
During the year ended 31 March 2010, of the five individuals with the highest emoluments in the

Group, none (2009: one) was a Director of the Company whose emolument is included in the
disclosures in note (a) above. The emoluments of the remaining five (2009: four) individuals were

as follows:
2010 2009
HK$ HK$
Salaries and other benefits 1,502,316 1,650,023
Contributions to retirement benefits scheme 34,505 38,000
1,536,821 1,688,023

The aggregate emoluments of each of the five (2009: four) highest paid individuals during both
years presented are not more than HK$1,000,000.

During both years, no emoluments were paid by the Group to the five highest paid individuals
(including Directors and employees) as an inducement to join or upon joining the Group or as
compensation for loss of office.

12. BASIC EARNINGS PER SHARE

The calculation of the basic earnings per share attributable to owners of the Company is based on the
following data:

2010 2009
HK$ HK$
Earnings
Earnings for the purpose of basic earnings per share 21,287,092 2,751,757
Number of shares
Number of ordinary shares for the purpose of
basic earnings per share 935,059,080 935,059,080

No diluted earnings per share is presented as the Company did not have any dilutive shares in issue
during both years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

13. DIVIDENDS

No dividend was paid or declared during the years ended 31 March 2010 and 2009. On 9 July 2010,
the final dividend of HK$0.45 cent in respect of the year ended 31 March 2010 per share has been
proposed by the Directors and is subject to approval by the shareholders at Annual General Meeting.

14. INVESTMENT PROPERTY

HK$
FAIR VALUE
At 1 April 2008 23,000,000
Decrease in fair value recognised in profit or loss (2,200,000)
At 31 March 2009 and 1 April 2009 20,800,000
Increase in fair value recognised in profit or loss 3,800,000
At 31 March 2010 24,600,000

The investment property of the Group is property interests held under long-term operating lease in
Hong Kong for the purposes of earning rentals and is measured using the fair value model and is
classified and accounted for as investment property.

The fair value of the Group’s investment property at 31 March 2010 and 2009 has been arrived at on
the basis of a valuation carried out on respective dates by Vigers Appraisal and Consulting Limited,
independent qualified professional valuers not connected to the Group. The valuation was arrived at
using the direct comparison method by reference to recent market prices for similar properties in the
same locations and conditions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

15. PROPERTY, PLANT AND EQUIPMENT

Furniture,
Plant and Leasehold fixtures and Motor
Buildings machinery improvements equipment vehicles Total
HK$ HK$ HK$ HK$ HK$ HK$

COST
At 1 April 2008 16,994,281 10,837,681 2,824,556 3,862,359 1,870,291 36,389,168
Exchange realignment 394,671 204,168 - 27,370 42,250 668,459
Additions - 532,709 - 161,805 935,089 1,629,603
Disposals - (70,152) - (387,208) - (457,360)
At 31 March 2009 and 1 April 2009 17,388,952 11,504,406 2,824,556 3,664,326 2,847,630 38,229,870
Exchange realignment 87,465 62,594 - 6,254 18,780 175,093
Reclassification - - (51,600) (191,588) 243,188 -
Additions - 1,974,323 - 80,722 1,682,280 3,737,325
Disposals - - - - (243,954) (243,954)
At 31 March 2010 17,476,417 13,541,323 2,772,956 3,559,714 4,547,924 41,898,334
ACCUMULATED DEPRECIATION
At 1 April 2008 3,796,277 3,577,331 1,801,763 1,727,754 595,068 11,498,193
Exchange realignment 81,077 146,613 - 11,952 15,014 254,656
Provided for the year 1,079,799 998,930 856,269 301,476 350,718 3,587,192
Eliminated on disposals - (55,087) - (290,682) - (345,769)
At 31 March 2009 and 1 April 2009 4,957,153 4,667,787 2,658,032 1,750,500 960,800 14,994,272
Exchange realignment 26,110 27,234 - 2,552 7,545 63,441
Reclassification - - (5,160) (213,707) 218,867 -
Provided for the year 879,330 1,210,536 56,092 317,662 790,365 3,253,985
Eliminated on disposals - - - - (219,558) (219,558)
At 31 March 2010 5,862,593 5,905,557 2,708,964 1,857,007 1,758,019 18,092,140
CARRYING VALUES
At 31 March 2010 11,613,824 7,635,766 63,992 1,702,707 2,789,905 23,806,194
At 31 March 2009 12,431,799 6,836,619 166,524 1,913,826 1,886,830 23,235,598

The buildings, which are situated on leasehold land held under medium-term leases, are located in the

PRC.
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: NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

15. PROPERTY, PLANT AND EQUIPMENT (Cont‘d)

The above items of property, plant and equipment are depreciated on a straight-line basis at the
following rates per annum:

Buildings 3% - 9%

Plant and machinery 5% - 10%

Leasehold improvements Over the term of the lease
Furniture, fixtures and equipment 10% - 20%

Motor vehicles 10% — 20%

16. PREPAID LEASE PAYMENTS

2010 2009
HK$ HKS$
Prepaid lease payments for medium-term leasehold land
in the PRC:
Included in current assets 89,596 89,148
Included in non-current assets 3,815,054 3,886,581
3,904,650 3,975,729

Prepaid lease payments are released to profit or loss over the lease terms of 50 years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

17. GOODWILL

HK$
COST
At 1 April 2008 5,895,113
Exchange realignment 125,904
At 31 March 2009 and 1 April 2009 6,021,017
Exchange realignment 30,256
At 31 March 2010 6,051,273

For the purposes of impairment testing, the goodwill has been allocated to an individual cash
generating unit (the “CGU"), representing one PRC subsidiary, in the sale of pharmaceutical and
biotech products segment. During the years ended 31 March 2010 and 2009, management of the
Group determines that there are no impairment of the CGU containing goodwill.

The recoverable amount of the CGU was determined based on a value in use calculation. The value
in use calculation uses cash flow projections based on financial budgets approved by management
covering a five-year period, and a discount rate of 6.89% determined based on the weighted average
cost of capital ("“WACC"). Cash flow projections during the budget period for the CGU are based on
the expected gross margins during the budget period. Budgeted gross margins were determined based
on past performance and the management’s expectations for the market development. Management
believes that any reasonably possible change in any of these assumptions would not cause the
aggregate carrying amount of the CGU to exceed the aggregate recoverable amount of the CGU.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

18. EXPLORATION AND EVALUATION ASSETS

HK$

Acquisition during the year ended 31 March 2009 and
balance at 31 March 2009 and 1 April 2009 1,820,930
Additions during the year 1,204,202
Exchange realignment 11,413
At 31 March 2010 3,036,545

Included in the above balance are expenditures incurred for carrying out activities in relation to
geological research over two concession areas to evaluate the technical feasibility of exploration and
extraction of mineral resources and acquisition of rights to explore nonferrous metal resources in the
Yunnan Province of the PRC over two years expired in May 2010. The rights have been renewed for
another year subsequent to 31 March 2010.

During the years ended 31 March 2010 and 2009, the Directors of the Company determine that there
is no fact and circumstance suggesting the carrying amount of exploration and evaluation assets
exceeding its recoverable amount and no impairment is recognised in profit or loss.

19. INTERESTS IN AN ASSOCIATE/ASSOCIATES

2010 2009

HK$ HK$

Cost of unlisted investment in associates 52,246,744 52,246,744
Share of post-acquisition losses, net of dividends received (9,093,251) (9,751,505)
Exchange realignment 9,217,752 8,957,909
Reclassified to assets classified as held-for-sale (Note 26) (37,720,135) =
14,651,110 51,453,148
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

19. INTERESTS IN AN ASSOCIATE/ASSOCIATES (Cont'd)

As at 31 March 2010 and 2009, the Group had interests in the following associates:

Place of
establishment

Name of associate Form of entity

and operation

Attributable interest
in registered capital

held by the Group Principal activities

2010 2009

Shenzhen Xinpeng Incorporated PRC - 48% Research, development,
Biotechnology Engineering manufacture and sale of
Co., Limited R YIFTHE £ 1 biotechnology products
IRERRA
("Shenzhen Xinpeng")*

Yunnan Xingning Colour Incorporated PRC 25% 25% Printing and sale of cigarette
Material Printing Co., Limited packaging packs and boxes
EREEREY
ARAH
(“Xingning Printing")

i The carrying amount included in the goodwill reserve at 31 March 2009 was resulted from acquisition of Shenzhen

Xinpeng prior to 1 April 2001. A impairment loss of HK$1,510,604 was recognised during the year ended 31 March
2010 and charged to the retained profits (2009: Nil).

Pursuant to a sale and purchase agreement entered into on 30 March 2010, the Company agreed
to dispose of its entire equity interest in Shenzhen Xinpeng to a third party. Accordingly the carrying
amount attributable to this investment were reclassified to assets classified as held-for-sale on the
same day. The Company ceased to use equity method accounting for its share of results of Shenzhen
Xinpeng starting from 30 March 2010. Details are set out in note 26.

Included in the cost of investment in an associate/associates is goodwill amounting to HK$2,034,840
(2009: HK$2,024,666) arising on acquisition of Xingning Printing in prior years.

The movement of goodwill is set out below:

HK$
COST
At 1 April 2008 1,982,322
Exchange realignment 42,344
At 31 March 2009 and 1 April 2009 2,024,666
Exchange realignment 10,147
At 31 March 2010 2,034,840
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

19. INTERESTS IN AN ASSOCIATE/ASSOCIATES (Cont'd)

No impairment loss was recognised in respect of goodwill included in the investment in an associate/
associates during the years ended 31 March 2010 and 2009.

The summarised financial information in respect of the Group’s associates, including Shenzhen
Xinpeng, is set out below:

Results for the year ended 31 March

Total
2010 2009
HK$ HK$
Turnover 66,524,376 50,567,255
Depreciation 3,335,522 3,333,294
Profit for the year 3,728,067 3,002,113
Group's share of profits of associates for the year 658,254 924,494
Financial position as at 31 March
Total
2010 2009
HK$ HK$
Total assets 55,327,346 146,274,193
Total liabilities (4,862,265) (21,587,327)
Net assets 50,465,081 124,686,866
Group's share of net assets of an associate/associates 12,616,270 49,428,482

The financial position as at 31 March 2010 excludes Shenzhen Xinpeng.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

20. INVESTMENT IN AN INVESTEE COMPANY

21.

The investment in an investee company at 31 March 2010 is accounted for as an available-for-sale
investment which represents the Group’s 18.75% (2009: 18.75%) equity interest in the registered
capital of TEIREKFENAE BB A7 (Yuxi Globe Colour Printing Carton Co., Ltd.) (“Globe Printing”),
an unlisted company registered in the PRC being engaged in the business of printing and sale of
cigarette packaging packs and boxes. This investment is measured at cost less impairment at the end
of each reporting period because the range of reasonable fair value estimates is so significant that the
Directors of the Company are of the opinion that its fair value cannot be measured reliably.

During the years ended 31 March 2010 and 2009, management of the Group performed a review of
the recoverable amount of the investment in Globe Printing and no impairment loss was recognised in
profit or loss.

The recoverable amount of the investment in Globe Printing was determined based on expected
dividend income covering a four-year period (2009: five-year period), which is the estimated project life
of the investment, and expected net assets value sharing upon dissolution at the end of the fourth year
(2009: the fifth year), using a discount rate of 5.8% (2009: 5.8%) based on the average rate of return
on this investment.

INVENTORIES
2010 2009
HK$ HK$
Raw materials 2,656,623 2,541,691
Work in progress 148,601 530,512
Finished goods 1,364,345 1,592,056
4,169,569 4,664,259
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For the year ended 31 March 2010

22. PROPERTIES HELD FOR DEVELOPMENT

HK$
COST
At 1 April 2008 118,051,261
Exchange realignment 2,521,261
At 31 March 2009 and 1 April 2009 120,572,522
Exchange realignment 606,299
At 31 March 2010 121,178,821

The balances at 31 March 2009 represented leasehold land located in the PRC for development of
residential properties for future sale. The Group was in the process of site structure design and no
construction was commenced as at 31 March 2009.

At 31 March 2009, the management reviewed the carrying amount of the properties with reference
to the estimated selling price based on prevailing market conditions, less applicable variable selling
expenses and anticipated costs to completion of the residential properties provided by Vigers Appraisal
and Consulting Limited. No write-down on the carrying amount of the properties was required for the
year ended 31 March 20009.

Subsequent to 31 March 2010, the Group entered into an agreement to dispose of the entire interest
in a wholly-owned subsidiary holding the properties to the ultimate holding company and particulars of
this transaction was set out in note 35(i).

23. TRADE AND OTHER RECEIVABLES

2010 2009
HK$ HK$
Trade receivables 267,399 1,022,670
Dividends receivable from an investee company 4,440,144 3,795,641
Other receivables, deposits and prepayments 4,098,011 2,877,972
Total trade and other receivables 8,805,554 7,696,283
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

23. TRADE AND OTHER RECEIVABLES (Cont'd)

The Group allows an average credit period of 60 days to certain number of its trade customers. The
aging analysis of trade receivables is presented based on the invoice date at the end of the reporting

date:
2010 2009
HK$ HK$
0 - 60 days 256,092 1,011,052
Over 60 days 11,307 11,618
267,399 1,022,670

Before accepting any new customer, the Group assesses the potential customer’s credit quality and
defines credit limits of each customer. Limits attributed to customers are reviewed once a year. All of
the trade receivables that are neither past due nor impaired have the best credit quality assessed by the
Group.

Included in the Group’s trade receivables balance are debtors with an aggregate carrying amount
of HK$11,307 (2009: HK$11,618) which are past due as at the reporting date for which the Group
has not provided for impairment loss as there has not been a significant change in credit quality and
amounts are still considered recoverable based on historical experience.

The Group does not hold any collateral over these balances. The average age of these receivables is as
follow:

Aging of trade receivables which are past due but not impaired

2010 2009
HK$ HK$
61 — 90 days - 11,618
Over 90 days 11,307 -

The Group's trade receivables denominated in currencies other than the functional currency of the
respective group entities are set out below:

2010 2009
HK$ HK$
HK$ 4,650,010 3,842,058
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For the year ended 31 March 2010

24.

25.

AVAILABLE-FOR-SALE INVESTMENT

2010 2009
HK$ HK$
Investment products (& [E & AR B A AR Em) - 28,337,500

During the year ended 31 March 2009, the Group acquired certain investment products from a bank.
The investment products had no contractual maturity and their principal and accrued interests could be
redeemed at the discretion of the Group. The return was determined with reference to the prevailing
market interest rates and performance of the underlying debt instruments invested by the bank and
the principal was not protected by the bank. Accordingly, the Group was exposed to the credit risk of
the underlying investments invested by the bank. The investment products were debt instruments and
were designated as an available-for-sale investment on initial recognition. The investment products
carried interest rate ranging from 1.30% to 2.0% per annum during the year ended 31 March 2009
and the return rate stated in the contract was capped at 2% per annum.

The investment products were fully redeemed at its principal amounts together with accrued interests
during the year ended 31 March 2010.

BANK DEPOSITS, BANK BALANCES AND CASH

The bank deposits, which comprise short-term fixed deposits with original maturity of 1 month, carry
market interest rates ranging from 0.16% to 1.71% (2009: 0.3% to 2.25%) per annum.

Bank balances carry variable interest at market rates which range from 0.01% to 0.85% (2009: 0.01%
to 0.72%) per annum.

The Group’s bank deposits, bank balances and cash that are denominated in currencies other than the
functional currency of the respective group entities are set out below:

2010 2009
HK$ HK$
HK$ 38,802,220 83,054,178
Us$ 41,169,910 25,958,746
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For the year ended 31 March 2010

26. ASSETS CLASSIFIED AS HELD-FOR-SALE

On 30 March 2010, the Group entered into a sale and purchase agreement with a third party to
dispose of its entire 48% equity interest in Shenzhen Xinpeng, an associate of the Group, for a
consideration of approximately HK$44,148,000. The carrying amount attributable to this investment
was classified as assets held-for-sale with a view that the disposal is expected to be completed within
twelve months. The net proceeds of disposal are expected to be less than the aggregate carrying
amount of the interest in this associate and an impairment loss of HK$1,510,604 was recognised as
a write-down in the goodwill reserve and charged to retained earnings for the year ended 31 March
2010. Though there is provisional clause included in the sale and purchase agreement requesting the
acquirer to pay the Group 30% of total consideration within 5 working days from the date of the
agreement and 70% to be payable within 10 working days upon completion, none of payment was
received up to the date of this report due to the facts that transfer and registration procedures of the
disposal of Shenzhen Xinpeng were yet to complete and the remittance of consideration was deferred
accordingly.

The assets classified as held-for-sale are as follows:

2010
HK$

Interests in an associate (Note 19) 37,720,135

The major classes of assets and liabilities of Shenzhen Xinpeng at 31 March 2010, which are
attributable to the Group at 48% of net assets, are as follows:

2010

HK$

Property, plant and equipment 38,764,464
Prepayment for intangible assets 6,698,496
Inventories 5,717,183
Trade and other receivables 34,392,884
Bank balances and cash 5,929,325
Trade and other payables (12,582,553)
Tax payable (336,185)
78,583,614

The associate was accounted for using equity method prior to the reclassification to assets classified as
held-for-sale and no cash flow was generated from the investment in Shenzhen Xinpeng. Accordingly
no cash flow is presented.
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For the year ended 31 March 2010

27. TRADE AND OTHER PAYABLES

The following is an analysis of the Group's trade and other payables at the end of the reporting period:

2010 2009
HK$ HK$

Trade payables (note)
Within 60 days 1,198,664 2,202,368
61 — 90 days 190,352 26,008
Over 90 days 199,085 215,806
1,588,101 2,444,182
Deposits received from customers 4,768,359 -
Dividend payable to a minority shareholder - 8,280,531
Other payables and accruals 4,799,194 4,244,989
11,155,654 14,969,702

Note: The aging analysis of trade payables presented based on the invoice date at the end of the reporting period.

The credit period on purchases of goods ranges from 30 days to 120 days. The Group monitors and
maintains a level of cash and cash equivalents sufficient to ensure that all payables are within the credit
timeframe.

28. GOVERNMENT GRANTS

Note a Note b Total

HK$ HK$ HKS$

At 1 April 2008 2,782,818 55,156 2,837,974
Charged to profit or loss/released to deduct

from research and development costs (334,382) (56,335) (390,717)

Exchange realignment 59,432 1,179 60,611

At 31 March 2009 2,507,868 - 2,507,868

Charged to profit or loss (335,436) - (335,436)

Exchange realignment 11,984 - 11,984

At 31 March 2010 2,184,416 - 2,184,416
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For the year ended 31 March 2010

28.

29.

GOVERNMENT GRANTS (Cont'd)

Analysed for reporting purposes as:

2010 2009

HK$ HK$

Current liabilities* 336,064 334,383

Non-current liabilities 1,848,352 2,173,485

2,184,416 2,507,868

* The carrying amount of the government grants which is expected to be released to profit or loss in the next twelve

months is classified as current.

Notes:

a. Grants were designated for the cost of acquisition of certain plant and equipment for the production of a

pharmaceutical and biotech product and were deferred and are released to income on a straight-line basis over the

expected useful lives of the related assets.

b. The grant was given to the Group as a subsidy for expenditure on research and development of pharmaceutical

products. No specific conditions were to comply with and other contingencies were attached to such grant, and

management of the Group applied the government grants to the research and development of a pharmaceutical

product and deducted them against the costs incurred for that product in the same period.

SHARE CAPITAL

Number
of shares Amount
HK$
Ordinary shares of HK$0.10 each
Authorised:
At 1 April 2008, 31 March 2009 and 31 March 2010 2,000,000,000 200,000,000
Issued and fully paid:
At 1 April 2008, 31 March 2009 and 31 March 2010 935,059,080 93,505,908
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2010

36. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Details of the principal subsidiaries of the Company at 31 March 2010 and 2009 are as follows:

Name of subsidiary

Issued and
Place of fully paid
incorporation/ ordinary

registration
and operation

share capital/
registered capital

Proportion of nominal value of
issued ordinary share capital/
registered capital held by the Company

Principal activities

Directly Indirectly
2010 2009 2010 2009
% % % %
Heroway Limited British Virgin Us$1 100 100 - - Investment holding
Islands/PRC
Yunnan Meng Sheng PRC RMB36,000,000 - - 55 55 Research, development,
Pharmaceutical Co., Limited* manufacture and sale
of pharmaceutical and
biotech products
Yunnan Nominees Limited Hong Kong HK$2 100 100 - - Investment holding
Yunyu Bio-Pharmaceutical British Virgin Us$1 - - 100 100 Investment holding
Company Limited Islands/PRC
Yunyu Holdings Limited Hong Kong HK$2 100 100 - - Investment holding
Tianheng Properties Limited Hong Kong HK$10,000 - - 100 100 Investment holding
Tianda Mining (Yunnan) Limited Hong Kong HK$100 51 51 - - Investment holding
Tianda Mining (Gansu) Limited Hong Kong HK$100 51 51 - - Investment holding
Yunnan Tianda PRC US$1,395,000 - - 51 51 Exploration and
Mining Limited** development of
mineral resources
Gansu Tianda PRC RMB2,030,000 - - 51 51 Exploration and
Mining Limited** development of
mineral resources
Yunyu Trading Hong Kong HK$5,000,000 100 100 - - Investment holding and
Development Limited property holding
Zhuhai Tianheng Real Estate PRC RMB55,000,000 - - 100 100 Properties development
Company Limited**
* Company incorporated as cooperative joint venture enterprise.

**  Company established as foreign invested limited liability company.

The Directors are of the opinion that a complete list of the particulars of all subsidiaries would be of

excessive length and therefore the above list contains only those subsidiaries which principally affect

the results or assets and liabilities of the Group.

None of the subsidiaries had issued any debt securities at the end of the reporting period or at any

time during the year.
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PARTICULARS OF MAJOR PROPERTY

A. INVESTMENT PROPERTY

Location Lease term Type

3rd Floor, Alliance Building Long-term lease Commercial
Nos. 130-136 Connaught Road Central

Hong Kong

B. PROPERTY HELD FOR DEVELOPMENT

Approx. Estimated
Group's Site Area  Existing Stage of Date of
Location Lot number interest (sq.m.)  Land use Completion Completion
Southwest of Gangwan C0404009 and 100% 25,137.99  Residential Planning =
Main Road, Yinkeng, C0404007 (Note)
Xiangzhou, Zhuhai,
PRC
Note:

On 5 May 2010, the Company entered into an asset swap agreement with Tianda Group to transfer its entire equity
interest in Tinwise Investment Limited (“Tinwise"”), a wholly-owned subsidiary of the Company holding the properties held
for development, its major assets, to Tianda Group for a consideration of HK$160 million in exchange for Tianda Group's
60% equity interest in Cheng Cheng Printing plus cash of HK$40 million. The asset swap agreement has been approved
by the shareholders at the EGM.
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