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Financial Highlights

Three years key financial data (in HK$'000) SHEEEUBEE (TER)
2007 2006 2005
—EELE ZEER —ETTREF
Revenue U 2% 300,334 282,886 331,795
Net profit/(loss) attributable RABE=FFEA
to equitable holders of FEfh (E518)
the Company bl D= (18,398) 599 (28,133)
Total assets RAEE 194,104 166,201 184,115
Net assets/(liabilities) BE/ (BF)FHE 77,087 66,060 (6,392)
Turnover by products (in HK$000) REmEszW&m (TR
2007 2006 2005
—ETLE —EENE —TTRE
PVC films B 300,334 282,886 292,020
PVC floor coverings B th R - - 39,775
Total 4t 300,334 282,886 331,795
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On behalf of the Board of Directors, | hereby present to the
shareholders the annual report of Bestway International Holdings
Limited (the “Company”) and its subsidiary companies (together the
“Group”) for the year ended 31st March 2007

DIVIDENDS

The directors do not recommend the payment of any dividend in

respect of the year.
BUSINESS REVIEW
Review of Operations

The principal activities of the Group during the year were the
manufacturing and trading of plastic products, mainly PVC films. During
the year, the Group’s turnover was approximately HK$300.33 million,
compared with approximately HK$282.89 million for the last year, an
increase of about 6.16%. Gross profit for the year was HK$15.84
million as compared with HK$22.11 million last year. Gross profit
margin had decreased to 5.27% as compared with last year of 7.82%.
The sales volume for the year was 30,140 tones as compared with
last year of 30,640 tones. The average selling price per ton was
HK$9,960 per ton and with the rising of HK$730 per ton as compared
with last year of average selling price of HK$9,230 per ton. The
decreased in gross profit margin was mainly due to the increase on
costs of raw material and manufacturing. The net loss from the PVC
films attributable to shareholders was HK$18.40 million, compared
with the net profit of HK$0.60 million last year. The Group’s basic
loss per share from the PVC films for the year was HK$6.19 cent

when compared with earning per share of HK$0.01 cent last year.

ITREHRESE

Chairman’s Statement

RAANERRESEOREREABERIERER
AE ([ARAF]) REMBEAR (KB AE®])
BHE _ZT+E=A=+—HIEEFEZ2F#H-

Hﬁ /%\

EETEFIRAFEIRBEMARSE -

E 3 JE)
& E MO R

FRNAERZEIEXEBREERHEBRER
FTEREBM - FAN RNEBZHEBEN R
300,330,0007% 7T * 48 ¥ 70 & & £9282,890,0007%
TL T EF#6.16% ° ANF[EEF]%15,840,0007%
JL T ZEFEF BN A22,110,00008 7T EF) R T
£527%  MEFENEKEIR7.82% - RFEIHE
2 /30,1401 - 1 £ F $5E 2 A /330,640 - HNE
B EATN 0B T BREAFFHEE T
9,230 L EAEME730E L - EFMETUEER
BEVMBREEXNA LA - RFEREERHZ
&5 18 % %8 5 18,400,000/ 7o 0 &= F B B F
660,000 T FN - RNEFE KB LBMH 2 BRE
REERNGEIN M EFRRBREAEFO0.01%E
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Chairman’s Statement

Prospects

In early 2007, the Group started working on the relocation of its
factory. The work was completed in July. The relocation was intended
to maximise the economic returns of the existing resources by
centralising and restructuring of the production lines and releasing
the redundant production capacity. Furthermore, we also plan to adopt
a new layout for our factory facilities for the use of more economical
energy substitutes to mitigate the effect of rising energy cost. The
Group is considering partial repayment of other high-interest loans to
lessen the financial burden. We will continue to focus on the
development of products and technology to offer our customers with
highly value-added products. We hope the initiatives will improve the

Group’s operations.
Employees

As at 31st March 2007, the Group had approximately 282 full time
managerial, administrative and manufacturing employees of which 13
were based in Hong Kong and the rest were stationed in the PRC. The
staff number and their respective duties for both years are set out in

the following table:

EVa

I

]

REBE2007FE VR EERETER LT
CARK BRAFEEBETREELER FIK
BEEEAEERRBEREINES ZEBER
o R MINERBRBREEE  UERIRA
REBEz2BEREREABHERK AN LRV E
AEBEEERERTGEBEZEMER LR
WP BEE RMTERERNERREMNFAE 5
ERPREHSMMEZER - RMAH L LlisT8)A]
WEEEMLEEBR-

TEELF=RA=T—H AEEERAN282%
BER THRREERE-HEPIBAHEREE:
TETASERTE TREIMEFEZRE
BRSBTS

2007 2006

—zELE —TEAE

General administration & accounting —MRATE R 61 61
Sales & marketing HERTGHERE 13 13
Material procurement & quality control £ EE ¥ K & 5 S 12 45 45
Manufacturing & warehousing BERAEE 163 193
282 312

The Group affords competitive remuneration packages to its employees
based on prevailing industry practice and provides to most of its
employees in the PRC with rent-free quarters and messing.
Compensation policies are reviewed regularly and are designed to

reward and motivate productivity and performance.
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On 25th September 2006, the Company has granted an employee
share options to executive/non-executive directors and employees to
enhance their contributions and continue services to the Company.
Approximately HK$1,785,000 has been charged to the income
statement as the cost of share option for the period ended 31st
March 2007. The fair value of total share options is HK$3,597,000

which was valued by LCH (Asia-Pacific) Surveyors Limited.
Appreciation

I would like to extend my gratitude to the members of the board of
directors, our management team and staff for their loyalty and
dedication during the past year. On behalf of the Board of Directors, |
wish to convey our most sincere appreciation of the staunch support
to our Group from all of our customers, suppliers and bankers during

the year.

Tang Kuan Chien

Chairman

Hong Kong, 18th July 2007

ITREHRESE

Chairman’s Statement

RZEEXNFAA-ZTHB ARRANTES
SITESREER TERE UMAEMFAEA
Al BB R I EARTS - K 491,785,000 T i A% 42
ERTEHII ST tF =R =+—HZ2EBRmEF
NBR 8 B AR AR 4 2 X ¥ 18 73,597,000/ T 1 18
SEEMFBTHEMARARGE:.

EE )
RAZRENEREF EBEEREINBE—F
ZWHRELEBRTHAB - NABRKRKRESTS

BAKBRAEF, HEBRERBRITREFAY
AEBZBAIXZFTRRHAM-

EER®
E]
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EEERN W& DM
Management Discussion and Analysis

FINANCIAL REVIEW

The principal activities of the Group during the year were the
manufacturing and trading of plastic products, mainly PVC films. During
the year, the Group’s turnover was approximately HK$300.33 million,
compared with approximately HK$282.89 million for the last year, an
increase of about 6.16%. Gross profit for the year was HK$15.84
million as compared with HK$22.11 million last year. Gross profit
margin had decreased to 5.27% as compared with last year of 7.82%.
The sales volume for the year was 30,140 tones as compared with
last year of 30,640 tones. The average selling price per ton was
HK$9,960 per ton and with the rising of HK$730 per ton as compared
with last year of average selling price of HK$9,230 per ton. The
decreased in gross profit margin was mainly due to the increase on
costs of raw material and manufacturing. The net loss from the PVC
films attributable to shareholders was HK$18.40 million, compared
with the net profit of HK$0.60 million last year. The Group’s basic
loss per share from the PVC films for the year was HK$6.19 cent

when compared with earning per share of HK$0.01 cent last year.
LIQUIDITY AND FINANCIAL RESOURCES

As at 31st March 2007, the Group’s bank and other borrowings was
amounted to HK$53,870,000 which was an increase of HK$4,180,000
from its borrowings of HK$49,690,000 at the year ended 31st March
2006.

Of the Group’s total borrowings at 31st March 2007:

(i) HK$19,707,000 is at floating interest rates and HK$34,163,000

is at fixed interest rates.

(ii) 2.16% is denominated in Hong Kong Dollars and 61.26% is

denominated in Renminbi and 36.58% in United States Dollars.

Bestway International Holdings Limited Annual Report 2007
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B EATNE 60 T REF FHEE T
9,230 L EABME730E L EF X TR EER
BEVMBREEXNA LA - NFERABBRHZ
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Management Discussion and Analysis

As at 31st March 2007, the Group’s cash and bank balances amounted
to HK$35,233,000 (as at 31st March 2006: HK$14,200,000). The
Group’s net asset value amounted to approximately HK$77.09 million
(as at 31st March 2006: HK$66.06 million) with total assets
approximately HK$194.10 million (as at 31st March 2006: HK$166.20
million). Net current assets were approximately HK$21.14 million (as
at 31st March 2006: HK$2.58 million) and the current ratio was 1.20
times (as at 31st March 2006: 1.03 times). The gearing ratio, expressed
as the percentage of total borrowings to total net assets, was 69.88%
as at 31st March 2007 (as at 31st March 2006: 75.22%).

On 11th May 2006, the Group had disposed entire 25% of equity
interest in Shenzhen Wuye Jifa Warehouse Co., Ltd (“SWJ") through
the disposal of entire 100% equity interest in Luen Fat Hong Investment
Limited at a consideration of HK$4,038,000. SWJ's major asset is the
holding of a parcel of land located at Yantian Port, Yantian, Shenzhen,

Guangdong Province of the PRC (the “Yantian Land”)

On 8th September 2006, the Company had terminated the subscription
agreement which was entered with Forex Investment Development
Limited on 9th June 2006 in relation to the subscription of 2-year,
4% guaranteed convertible notes and convertible into ordinary shares
of the company up to a principal amount of HK$46.5 million. The
termination was due to one of the conditions had not been fulfilled
in respect of the collateral to be given by the Company in favour of
the Subscriber

On 14th December 2006, the Company passed a resolution of capital
restructuring at the SGM involving (i) capital reduction in the nominal
value of each existing Share in issued and unissued of HK$0.01 to
HK$0.05 and the authorised share capital of the Company be reduced
from HK$240,000,000 to HK$120,000,000; (ii) Every 20 issued and
unissued Shares of HK$0.005 each be consolidated into one
consolidated Share of HK$0.10 and (iii) the credit arising from the
Capital Reduction be credited to the contributed surplus account and

will offset part of the accumulated losses as the 15th December 2006.

RIZEZELF=ZA=+—HB AEB 2R RR
1148 /535,233,0008 7T (KT RF=A=
+—H:14,200,00087m) - AKE Z EEFELN
/77,090,000 T (ZEERF=A=+—H:
66,06,000/# 7T) * 1 & Z= #1847 194,100,0007 7T
(RZTEAF=H=+—H:166,200,000/%
TL) o BN E FEA A21,140,0008 L (R=ZFF
NEFE=HA=+—H:2,580,000/T) * TR BN LR
AlB120 (R=ZZEERFE=A=+—H:1.03
&) BEABLXNEERBLEEFEHBEL
BEOoERR RZ_EELF=-A=+—RHA
69.88% (M _ZETETXNF=ZA=+—8H:
75.22%) °

RZZEERFRAAT B XEBURE
4,038,000/ 7T i & H 7 Luen Fat Hong
Investment Limitedz & # I - #E AL & H R
Shenzhen Wuye Jifa Warehouse Co., Limited
([SWI)) Z225%RiE-SWIZ FBZEERFENM
RHAEERARYERERERNZ — B L
(leEm+H]) -

RZZZRFALANE AARKIERZZTER
FRANBHEERKREERBRAFINBERE
HESNEZEERURRER (LB REERS
546,500,000/ T2 ARAIERR) FTZRE
iE REREEARGEARMBE ARG ZER
mE AP IR R RER

RZFERF+_A+HBE ARAIBRERRE
FRAg LRB—BEERAZTSHZIAZR &
FE k() BRAREBTRRETROFTERE
H0.018 T 2 815 BAKFE $50.00578 7T » 5 LA AR
RABZBEITRRBTRA MAQABZETE
P& AN 3 B1 240,000,0005% 7T 38 2> & 120,000,000
70 (i) ¥ B 20 B R EE0.005E T2 E BT R
HWARZEITRG G0 A —IRER0.10B T2 A BTk
7 & Gil) §RABREE Z ERBALRARZ
MARBKRE WALKER -_TTEFTAT+
HBZHBMmREIE
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Management Discussion and Analysis

On 13th January, 2007, the Company had terminated a condition sale
and purchase agreement which was entered with Hebei Cangzhou
Chemical Group (Vendor) on 13th December 2005 to acquire 12%
(50,470,400 stated-owned shares) of the existing issued share capital
of Cangzhou Chemical Industrial Co Ltd., at a maximum cash
consideration of HK$120 million. The termination was due to all
conditions in sales and purchase agreement had not been fulfilled

within the Extended Condition Fulfillment Dated of 13th January 2007.

On 23rd March 2007, the Company has raised HK$19.6 million after
expenses by way of rights issue of 128,631,838 Right Shares at a
price of HK$0.16 per Right Share on the basis of one Right Share for
every two existing Shares. The issued share capital will be 385,895,514
shares following the completion of the Rights Issue. The proceeds of
the Right Issue is intended to be used for the general working capital,
modification charge of existing machinery and removal expenses for

factory

POST BALANCE SHEET EVENTS

Subsequent to the balance sheet date, the following events had

occurred:—

A wholly owned subsidiary, Dongguan Best Faith Plastic Products
Limited (DG Best Faith) had applied for an increase of registered capital
by US$3,570,000 from US$6,430,000 to US$10,000,000, which has
been approved on 7 June 2007.

The Directors has decided to implement a concentration strategy in
order to better control in our daily operations especially in production,
purchasing and financial control. Therefore, Dongguan Bestway Plastic
Manufactory (DG Bestway) originally had four production lines in
existing, two of production lines will move to its wholly owned
subsidiary, DG Best Faith located at Shi Shui Kou Villiage, Qiao Tou
Town, Dongguan City. And the remaining of two production lines in
DG Bestway were disposed to a third party namely as &[5 ™ F #i{t
BT 2 EFR A A at a total consideration price of RMB6,800,000 which
has a net book value of RMB2,785,925. A gain of RMB 3,524,075

was arising from the disposal after the expenses.

Bestway International Holdings Limited Annual Report 2007
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Management Discussion and Analysis

CHARGE ON THE GROUP’S ASSETS

The Group Pledged a bank deposits of HK$8,370,000 as at 31st March
2007 (as at 31st March 2006: HK$5,688,000) in return for granting
banking facilities of USD3,000,000 by a principal banker. Certain of
the Group’s medium term leasehold land and the building with net
book value of HK$11.17 million (as at 31st March 2006: HK$11.75
million) which was revalued by LCH (Asia Pacific) Surveyors Limited,
independent professionally qualified valuer, on the open market,
existing use basis, at 31st March 2007 at HK$25,760,000 in aggregate,
were pledged to secure a loan of RMB12.6 million granted to the

Group.

EXPOSURE TO FOREIGN EXCHANGE
FLUCTUATION

The Group’s monetary assets, liabilities and transactions were principally
denominated in Hong Kong dollars (“HKD"), Reminbi (“RMB") and
United States Dollars (“USD"). As all of the Group’s production plants
are based in the People’s Republic of China, most wages and salaries
and manufacturing overheads are mainly denominated in RMB. Hence,
appreciation of the RMB against USD during the year had affected
the loss of the Group.

The management has adopted a plan to mitigate the impact of USD
depreciation in relation of RMB by the way of convert group’s assets
in terms of USD in PRC to RMB.

rEBZzEEMT

HE-_ZTZZT+LF=ZA=Z+—HBLt £&£H
148,370,000 T 2 RITFHRER FEEZ T KRR
17 AR —2 A #03,000,000 L 2 BT EE
B ANEBERMEFE1,170,0008 T (ZZEFRF
= A=+—H8: 11,750,000/ T) 2 & T 2
ETHREREFEEERUERN —ZEARE
12,600,0007C B 7R - B 7 B2 A & & {f B /b F1 B2
THEMABRARRAMMISIRABYEZIRE
ARFTER_ETLF=-A=FT—HZEEAR
25,760,0005% 7T °

S BE K B L B

AEBEZEREERARBIENET ARBR
EAREM-BARAEEZHEMEILRHEA
RAMB - BABNDTERFERMEERTE
NARBREM BARBAEHAEEERELD
ERTE-

AEECDRIBSEGEEENPEARLME
NZETEEER/RAARE BELBURRIERETT
REZEE-
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Management Discussion and Analysis

CONTINGENT LIABILITIES

As at 31st March 2007, the Group gave a guarantee of banking
facilities granted to independent third parties amounting to HK$7.09
million (as at 31st March 2006: HK$7.69 million).

EMPLOYEES

As at 31st March 2007, the Group had approximately 282 employees
full time managerial, administrative and manufacturing employees.
The Group affords competitive remuneration packages to its employees
based on prevailing and industry practice and provides most of its
employees in the PRC with rent-free quarters and messings.
Compensation policies are reviewed regularly and are designed to

reward and motivate productivity and performance.

On 25th September 2006, the Company has granted an employee
share options to executive/non-executive directors and employees to
enhance their contributions and continue services to the Company at
subscription price of HK$0.035 per share at a total of 281,000,000
shares options, represent 5.46% of the existing issued share capital
of the Company and approximately 5.18% of the issued share capital
of the Company as enlarged by the exercise of all options by the
executive/non-executive directors and employees, which was
determined by the Board of Directors of the Company pursuant to the
Share Option Scheme adopted by the shareholders of the Company
on 19th August 2003 and the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited, exercisable at any time
during the period from 25th September 2006 to 24th March 2008
(the “Option Period”), both days inclusive, on the below conditions.
Approximately HK$1,785,000 has been charged to the income
statement as the cost of share option for the period ended 31st
March 2007. The fair value of total share options is HK$3,597,000

which was valued by LCH (Asia-Pacific) Surveyors Limited.
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Management Discussion and Analysis

Conditions

&

25th September 2006 to 24th June 2007

hA=Z+HHEZ
FRAZ+MA

25th June 2007 to 24th March 2008

“ERLFRATHAE
—EENF=A=-+HEA

50% of the Option (“First Exercisable Option”) can be exercised within
this period
AT ML BRI RTTES0% AR AE ([ Rt AT 1T (E Mg ARAE ] )

No transfer of the exercised Shares can be effect until after 24th June
2007
BTERNEE-ZEELF At HEBHAJEE

Any outstanding portion of the First Exercisable Option will lapse after
24th June 2007
BHAITEHBEREZEMERTEDRODER_ZZLFA_THEAR
K

Remaining 50% of the Option (”"Second Exercisable Option”) can be
exercised

AITEER N 50%BAHE ([ — M A TEBRE])

Exercised Shares in respect of 50% of the Second Exercisable Option
cannot be transferred until after 24th October 2007

50%E _HATREREZETEROMEZE_ZETLF+A_TMAR
77 AR

Exercised Shares in respect of the remaining 50% of the Second Exercisable
Option cannot be transferred until after 24th March 2008

BRT50%E —_HAfTEERECETERGOEZ_STNEF=A_+X
Hi&77 A e .

Any outstanding portion of the Second Exercisable Option will lapse after
24th March 2008

B_YATEBREZEMERITEROHIN -ZFENF=ZA - F+HAH
EE

CEZLEFE BRERERFER2
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Management Discussion and Analysis

The valuation of the Share Options is based on the following

conditions:—

(i)

(if)

(iii)

The closing price of the Share immediately before the date on
which the share options were granted was HK$0.035 and the
average closing price of the latest five trading days before the
granted date was HK$0.0344.

The Company adopts the Black-Scholes OPM model to estimate
the value of a share option. The fair value of share options
was valued by an independent valuer namely as LCH (Asia-

Pacific) Surveyors Limited.

The fair value of the share options granted on 25 September
2006 was approximately HK$3,597,000 according to the
Black-Scholes OPM model with the following parameters, and

is expenses over the respective vesting periods.

(a) Risk free interest rate per annum is 3.56% for the First
Exercisable Option, 3.6% for 50% of the Second
Exercisable Option and 3.62% for the remaining 50%
of the Second Exercisable Option respectively (being the
yield of 1 and 2 years HKMA exchange fund note/bill

guoted at the date of valuation).

(b) Expected volatility is 100.45% per annum (being the
Company’s 180 days historical share prices before the

date of valuation generated from Bloomberg).
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(i)

(i)

(iii)
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(a) EBAITEERE 50%228 —#
AIAT{E M8 A7 I 8R T 50% 2 86 —
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(iv)

EEENWERDH

Management Discussion and Analysis

(c) Indicated Option Value (HK$ per share) is 0.0113 for
the First Exercisable Option, 0.0133 for 50% of the
Second Exercisable Option and 0.0153 for the remaining

50% of the Second Exercisable Option respectively.

(d) Share Options will be exercised once transfer of shares

is permitted.

(e) Dividend yield: assume no dividend in the valuation
(according to the past 3 years’ financial data for equity

securities)

No share options was exercisable during the period ended 31st
March 2007.

On 14th December 2006, the Company passed a resolution of
Capital Reorganisation by the shareholders at the SGM involving
(i) the capital reduction involves a reduction in the nominal
value of each existing Share in issued and unissued of HK$0.01
to HK$0.005; (ii) the share consolidation will be implemented
whereby 20 Existing Shares of HK$0.005 each in the issued or
unissued share capital of the Company resulting from the capital
reduction will be consolidated into one consolidated Share of
HK$0.10. As a result, the share options subscription price need
to be consolidated at HK$0.70 per share at 15th December
2006.

(iv)

(v)

(c) EBAITEERE 50% 28 8t
AITEERERBTS0%2E =
HATEEREZETERES
E(BRET) »A1/0.0113"
0.0133%0.0153 ©

(d) RAFEERERNEK BRENTT
i3

(e) MEEBRMEEPLERES GRE
ARABBAFLRBE=ZF2HK
guUg) -

REBE-ZTLF=A=+—HILHHEK
BRI AT B AE -

R-BEAE+-A+mA AAFARSE

RERFIAEEE - BRAEARRS
- B2hE k) BRRA S REERE

BIRARETRERN ZEEHC.0TET
BB Z0.0058 7T (i) HEITRG A6
Bt RRAREBITHARBITRAF E R
B PR EE A 2 | 2000 & AR E {50.00578
TRBBRO KA A REECI10EBTZ
BORM-FEt BRERBEANR _TZ
RET-ATHBAHRER0.70E T

TZLFEFR BRERERARAS
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Management Discussion and Analysis

As at 31st March 2007, the outstanding of Share Options of the

R-BBLF=ZR=+—H0 RITEZHBRELN

Company are as follow:- =
Number of
Share Options Subscription Option Period
to be offered  Price per Share Commencing Expiring
BT2BREZE BRABE AR R
Executive Director
HITES
Mr. Tang Kuan Chien 140,000 HK$0.70  25th Sept 2006 24th Mar 2008
EEREE 0707 Z—ETEXFANA-THAE ZTETNEF=ZA=-+NAH
Mr. Tang Wei Lun 140,000 HK$0.70  25th Sept 2006 24th Mar 2008
EEmEE 0707 Z—ETERFANA-THAE ZTETNEF=ZA=-+NAH
Mr. Lam Chi Yin Henry 140,000 HK$0.70  25th Sept 2006 24th Mar 2008
WERTE 0707 Z—ETEXFANA-THAE ZTETNEF=ZA=-+NH
Mr. Cheung Ming Leung Denver' 140,000 HK$0.70  25th Sept 2006 24th Mar 2008
KRR EE 07087 ZZEETARFAAZ+HHE ZZEZENF=ZRA=-+WEH
Non-executive Director
BYHITES
Mr. Hung Shean-I 140,000 HK$0.70  25th Sept 2006 24th Mar 2008
HE—-EAE 07087 Z—ZZEERFAA=-+HH Z—ZZEZENF=ZA=+WTH
Mr. Wong Nai Ping 140,000 HK$0.70  25th Sept 2006 24th Mar 2008
wm e E 0708 Z—ZEZEERFAA=-+HH Z—ZZEZENF=ZF=+WTH
Mr. Au Kwok Yee Benjamin 140,000 HK$0.70  25th Sept 2006 24th Mar 2008
BRED % 0707 ZTEAFANAZTHAE ZETNF=ZA=-+HMA
Other employees 13,070,000 HK$0.70  25th Sept 2006 24th Mar 2008
Hi g8 0707 Z—ETEXFANA-THAE ZTETNEF=ZA=-+NH
Sub-total (B) 14,050,000
N
Note: B =% -
1. Resigned on 27th June 2007. 1. RZEZLF AT tHE T

Bestway International Holdings Limited Annual Report 2007
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Directors and Senior Management Profile

Directors during the year and up to the date of this Annual Report are
as follows:

Mr. Tang Kuan Chien Chairman, Executive Director
Mr. Tang Wei Lun

Mr. Andy Hsiao-An Yuan

Executive Director

Executive Director (Resigned on 12th
February 2007)

Mr. Lam Chi Yin Henry Executive Director

Mr. Cheung Ming Leung
Denver 2007)

Mr. Ng Man Kin Kenneth

Executive Director (Resigned on 27th June

Executive Director (Appointed on 1st June
2007)

Mr. Hung Shean-I Independent Non-Executive Director

Mr. Wong Nai Ping

Mr. Au Kwok Yee Benjamin Independent Non-Executive Director

Independent Non-Executive Director

DIRECTORS

Details of the Directors are as follows:

Mr. Tang Kuan Chien, aged 62, is responsible for the day to day
management and operations of the Group. He joined the Group in
August 1995 as President and has over 31 years of working experience
in the plastics industry in Taiwan, Hong Kong and the PRC. He was

appointed as Chairman on 18th December 1998.

Mr. Tang Wei Lun, aged 33, is the son of Mr. Tang Kuan Chien, the
chairman and a substantial shareholder of the Company. He joined
the Company in 2003. He obtained a Bachelor of Management from
the University of Western Sydney, Australia. Prior to joining the
company, Mr. Tang had worked in the banking industry in Australia
for several years. He is currently the manager responsible for the

supervision of the production and sales operation of the Group.

FNRESAFRAMEFMT:

EEEEE TE-HTES

EREA s WITES

Andy Hsiao-An HITES (R_Z2Z+F

Yuan%t &£ ZAt+ZB&M

MR A& WITES

SREAR A4 WITES (RZTTLF
NAZTHHEE)

Rkt WITES (RZTTLF
NA—BREZRT)

HE—kE BUIFHITES

w5 TEEAE BIIEHITES

T e BUIFHITES

BEE
EEZHERIMT -

BERALE 2 AEAKBZRAREENE
FeBR—NANAAFNAMAREERS HER
BB Reg ZERTRZBBXRERF
THEER-BR-ANANFT A+ N\BEZRE
RERF-

BEMAE BR ARAEFEREIERREERE
EEZRF-BER_TSZ=FNARRAA B
M University of Western SydneyER 18 T & & 12 £
BB NBEARARA ERESHRMIRITE
ITHEF-BA BRAEEASBEEHEB 2K
o

“EZLEFE BRERERFERAT
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Directors and Senior Management Profile

DIRECTORS (continued)

Mr. Andy Hsiao-An Yuan, age 59, graduated from the Air Force
Institute of Technology and Taiwan Air Force Academy. He is currently
the director of American Prolmage Inc. and HXXD (USA) Science
Technology Inc. which are private companies incorporated in the United
States of American and are principally engage in computer and
industrial servers business and software development respectively. Mr.
Yuan had acted as a director of two charitable organizations in the
United States of America, namely, Zhi-Chi Foundation Association and
Greater Irvine Lions Club. He is responsible for the exploiting new
market in USA and market research and development. He left the

Company on 12th February 2007.

Mr. Lam Chi Yin Henry, age 41, is a Certified Public Accountant in
Hong Kong. He has over 11 years of experience in financial
management and holds a Master degree in investment management
from the Hong Kong University of Science & Technology. Mr. Lam
worked at the senior management level of several securities companies
which are listed on the Tokyo Stock Exchange, including Okasan
International Asia Limited and Takagi Securities (HK) Ltd, a subsidiary
of Nomura Securities Co. Ltd. He was the managing director of GOA
Group (International) Limited and GOA Securities Limited. Mr. Lam
was also the company secretary of a listed company in Hong Kong,
namely Prime Investment Holdings Limited from February 2004 to
May 2005. Mr. Lam is mainly responsible for the funds raising of the
Group.

Mr. Cheung Ming Leung Denver, aged 46, joined the Group in
September 2004 and responsible for the internal performance audit
for the Group. He has worked in the finance field for over 18 years.
He left the Company on 27th June 2007.
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EMEUHNERERETEFEEFEER KRB
American Prolmage Inc. 2 HXXD (USA) Science
Technology Inc.Z2 &5 #ZMKRIL AR AR E
BIFEMA S - DRI E BN EFBH N TERMRSE
BUARBMHRAEER Yuant A B HEEBEMR
RERBEREESRAEMFEEE RAER
REBAREBEZHMSEMSHARER-K
RZEZT+F-_A+-BET

MEREE M BRESRESTT-HERTH
EEFTHEBENFER BHEEEREKRE
BEEBBELTEM - MEEERERIARESLR
SEMEBRFAAEARAERAS BER=
BB (M) BRARIRENBFHFGR QA ZH
BARIEAESR (BB ARAF KEFREE
(BB AERARIREGTHELFERRAAIZES
BEE-N_TENF_RAE_TTRFHAY
fd - M SE £ I8 A E B £ 2 7] Prime Investment
Holdings LimitedZ R RAIMEBE -MELEETZBER
KEBEE-

RARLE 46 R_TTWFENAMBERE
B WEEAEEANNEERTE . TERR
CRITEIFBBIBF - RN _TTLF A
THREE-



EEREREEAER[TN

Directors and Senior Management Profile

DIRECTORS (continued)

Mr. Ng Man Kin Kenneth, aged 32, jointed the Group as a Group
Assistant Finance and Accounting Manager since August 2004. He
obtained a Bachelor of Commerce from the University of New South
Wales, Australia. He is a qualified as a CPA Australia and an associate
member of HKICPA in 2003 and 2004 respectively. Prior to joining the

Group, he has over 4 years of experience in CPA firm in Hong Kong.

Mr. Hung Shean-l, aged 68, graduated from the Faculty of Chemical
Engineering at Taiwan National Cheng Kung University and is presently
the General Manager of Grand Team International Company, Limited
in Taiwan. He was previously the General Manager of Huls Company
Limited in Taiwan. He is now the Chairman of Rotary Club at Chaoyang,
Taipei and a committee member of the International Rotary Club Fund
Organization District 3480.

Mr. Wong Nai Ping, aged 56, was appointed as an independent
non-executive director on 2nd March 2004. Mr. Wong is currently the
Chairman of David and Winson Enterprises Pty. Ltd. He had previously
held senior management positions and directorships in Hong Kong
and multi-national companies. He is a trustee of the Hong Kong Liver
Patients Assistance Fund. Mr. Wong is a Justice of Peace and the
founding chairman of the Lions Club of 201N5 in Australia. In 2002,

he was awarded the Medal of Centenary of Federation of Australia.

Mr. Au Kwok Yee Benjamin, aged 40, was appointed as an
independent non-executive director on 30th September 2004. He
graduated from the University of Hong Kong with a bachelor’s degree
in laws in 1991 and obtained a postgraduate certificate in laws in
1992. He is currently the Principal solicitor of Messrs. Benjamin Au &
Co Solicitors. He has over 12 years of experience in commercial and
corporate matters, civil and criminal litigations, intellectual property,
commercial documents drafting and advice and employment matters

and appeals.

BEE @)

RXBEE 2 BEZSTNFNANARER
UR—EETSEEERTBERSTEE #E
BN AR AEEES LB SRR T
E=FR_TTNFREBRBMNAESTARES
EHMASEEER - RMARERR RAEE
REBRE ST IIEAMNEF-

HE-LE 685 BEENAEBRYKI AR E
IR BRAEEEBEERROERDFMALE.
1 A A& & " Huls Company Limited z 42 4832 » 1]
BEaibsE ki g R U & 34800 BIFR K b5 41 &
T8E8-

BENTPEE 6 R_ZSTNF=-A_BEZE
REBIIFHITES - FH % 4E B KDavid and
Winson Enterprises Pty. LtdE & - 2 Al @ R & %
REREBEAREFSREEREEFRU -KA
Hong Kong Liver Patients Assistance Fund{z 7%
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Directors and Senior Management Profile

SENIOR MANAGEMENT EXECUTIVES

The senior management executives of the Company for the financial

year and up to the date of this Annual Report are as follows:

Mr. Chu Fungshih Assistant Vice President

Mr. Chen Cheng Hsien Assistant Vice President
(Resigned on January 2007)

Mr. Mo Chi Wai

Mr. Leung Chi Wing Billy

Group Purchasing Manager

Group Chief Accountant

Details of the senior management executives are as follows:

Mr. Chu Fungshih, aged 65, rejoined the Group on 4th December
2003 as Assistant Vice President and has the overall responsibility
over the Group’s production management and product development.
Mr. Chu has over 41 years of plastic industry experience in Taiwan,
the PRC and other Southeast Asian countries. He was the project

manager in setting up the Dongguan Bestway facility in 1991.

Mr. Chen Cheng Hsien, aged 59, joined the Group in 2004 as
Assistant Vice President and has the overall responsibility over the
administration management of Dongguan Best Faith Plastic Products
Company Limited. Mr. Chen graduated form National Chengchi
University and obtained EMBA master. He was previously the manager
of Chang Hwa Commercial Bank Limited at Hong Kong and Taiwan

Branch. He left the Company in January 2007.
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Directors and Senior Management Profile

SENIOR MANAGEMENT EXECUTIVES (continued)

Mr. Mo Chi Wai, aged 41, is Group Purchasing Manager and
Administration Manager of the Dongguan plants. Mr. Mo is a graduate
of the National Taiwan University in 1991 with a Bachelor of Science
Degree in Engineering. He joined the Group on 16th September 1991
and has since been working in managerial positions in different

departments

Mr. Leung Chi Wing Billy, FCCA, HKICPA, aged 40, is the Financial
Accounting Manager of the Group and is responsible for the overall
supervision of the financial reporting and accounting functions of the
Group. He joined the Group on 19th March 2001. Mr. Leung has over
18 years of experience in accounting and corporate finance. He is the

Company Secretary of the Group.
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Report of the Directors

The directors present their report and the audited financial statements

of the Company and of the Group for the year ended 31 March 2007.
PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of the principal subsidiaries consisted of the
manufacture and trading of plastic products, including PVC films.
There were no significant changes in the nature of the Group’s principal

activities during the year.
RESULTS
The Group’s profit for the year ended 31 March 2007 and the state of

affairs of the Company and of the Group at that date are set out in

the financial statements on pages 45 to 128.
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SUMMARY FINANCIAL INFORMATION

The following is a summary of the published results and of the assets,
liabilities and minority interests of the Group for the last five financial
years, as extracted from the audited financial statements and restated/
reclassified as appropriate. This summary does not form a part of the

audited financial statements.

EEEHRE

Report of the Directors

UTRBEREAVYRFEARECDAMEERE
E-RERSBRREEZHME ZFENBES
RERVWBRR LEBEEHEDEHHE-U
MBS FEREERVHRER 2 — D

Results E 4
Year ended 31 March
BEZA=+—-HLEFE
2007 2006 2005 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
—®®LE C-TTAF "TTHEF "TIMFE -FT=F
FERT FET FET FE&T FHET
REVENUE W = 300,334 282,886 292,020 240,754 266,107
Profit/(loss) before tax BrBiAT (B51B) & F (18,732) (1,603) (15,518) (7,969) 4,234
Tax Ti1E 34 2,264 (105) 2,440 (248)
Profit/(loss) for the year from 4 Z 35 4 18 & ¥ 7%
continuing operations 2 (B#B) 8Fl (18,698) 661 (15,623) (5,529) 3,986
Loss for the year from FE-IEKIE
a discontinued operation mEXBZEE - - (12,620) (3,782) (3,874)
Profit/(loss) for the year FE (B8B) &7 (18,698) 661 (28,243) (9,311) 112
Attributable to: JE 1 -
Equity holders of RRAAEHFERA
the Company (18,398) 599 (28,133) (9,354) 104
Minority interests LEHREER (300) 62 (110) 43 8
(18,698) 661 (28,243) (9,311) 112

“EZLEFE BRERERFERAT
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EEEHRE

Report of the Directors

SUMMARY FINANCIAL INFORMATION BRERNBEE @)
(Continued)
Assets, Liabilities and Minority Interests EE-BERDVERRER
31 March
=A=+—8
2007 2006 2005 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
—EEtLE —EERF —TERF —ZETNEF —ET=F
FERT FHET FHET FHET FHT
Property, plant and equipment #% B E & & 59,933 63,350 75,342 119,434 138,468
Prepaid land lease payments  JEf L+ 7 & 18 3,942 4,082 4,236 9,000 9,250
Interests in jointly-controlled 1 £ &2
entities hEER - 4,002 8,491 15,272 15,112
Long term receivables/ REBUKERR,
long term investments RHEEE 2,643 2,698 2,866 3,150 3,150
Prepaid rentals EMEEe - 2,098 4,254 6,410 8,606
Current assets MEE E 127,586 89,971 88,926 91,687 97,498
Total assets BEE 194,104 166,201 184,115 244,953 272,084
Current liabilities nREBE (106,446) (87,387) (96,231)  (118,316)  (132,203)
Long term portion of interest- &F 8 R 1T &%
bearing bank and other HEmEEZ
borrowings REIER (10,571) (12,754) (31,084) (70,934) (75,433)
Long term portion of loan R—BRRERZ
from a shareholder RHER - - (22,500) - -
Long term portion of finance [EfBEM L 2
lease payables & EA &L 1D - - - (1,345) (2,694)
Convertible bonds AR AR (& 5 - - (40,692) (72,865) (70,259)
Total liabilities BEER (117,017)  (100,141)  (190,507)  (263,460)  (280,589)
Minority interests DERRE R (4,259) (4,562) (4,431) (11,984) (13,216)
72,828 61,498 (10,823) (30,491) (21,727)
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year are set out in note 14 to the financial

statements.

SHARE CAPITAL, SHARE OPTION SCHEME AND
CONVERTIBLE BONDS

Details of the movements in the share capital, share option schemes
and convertible bonds of the Company during the year, together with
the reasons therefor, are set out in notes 30, 31 and 29 to the

financial statements.
PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company's
bye-laws or the laws of Bermuda which would oblige the Company to
offer new shares on a pro rata basis to existing shareholders of the

Company.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed

or sold any of the Company’s listed securities during the year.
RESERVES

Details of movements in the reserves of the Company and of the
Group during the year are set out in note 32(b) to the financial
statements and in the consolidated statement of changes in equity,

respectively.
DISTRIBUTABLE RESERVES

At 31 March 2007, the Company had no retained profits available for
cash distribution and/or distribution in specie. Under the Bermuda
Companies Act 1981, the Company’s contributed surplus of
HK$159,393,000 is currently not available for distribution. The
Company'’s share premium account in the amount of HK$14,610,000

may be distributed in the form of fully paid bonus shares.
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EEEHRE

Report of the Directors

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group's five largest customers
accounted for 49% (2006: 58%) of the total sales for the year and
sales to the largest customer included therein amounted to 24% (2005:
31%). Purchases from the Group’s five largest suppliers accounted for
64% (2006: 67%) of the total purchases for the year and purchases
from the largest supplier included therein amounted to 21% (2006:
30%).

None of the directors of the Company or any of their associates or
any shareholders (which, to the best knowledge of the directors, own
more than 5% of the Company’s issued share capital) had any
beneficial interest in the Group's five largest customers or suppliers

during the year.
DIRECTORS

The directors of the Company during the year and up to the date of

this report were:

Executive directors:

Mr. Tang Kuan Chien

Mr. Tang Wei Lun

Mr. Lam Chi Yin Henry

Mr. Cheung Ming Leung Denver  (resigned on 27th June 2007)

Mr. Andy Hsiao-An Yuan (resigned on 12th February 2007)

Mr. Ng Man Kin Kenneth (appointed on 1st June 2007)

Independent non-executive directors:
Mr. Hung Shean-I
Mr. Wong Nai Ping

Mr. Au Kwok Yee Benjamin
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DIRECTORS (continued)

In accordance with clauses 86(2) and 87 of the Company’s bye-laws,
Mr. Tang Wei Lun, Mr. Ng Man Kin Kenneth and Mr. Au Kwok Yee
Benjamin will retire and, being eligible, will offer themselves for re-

election at the forthcoming annual general meeting.

The Company has received annual confirmations of independence from
Mr. Hung Shean-I, Mr. Wong Nai Ping and Mr. Au Kwok Yee Benjamin,

and as at the date of this report still considers them to be independent.

DIRECTORS’ AND SENIOR MANAGEMENT's
BIOGRAPHIES

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 17 to 21 of the

annual report.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company or any of its
subsidiaries which is not determinable by the Company within one
year without payment of compensation, other than statutory

compensation.

DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders’ approval at general
meetings with reference to the recommendation of the Group’s
remuneration committee. Other emoluments are determined by the
Company’'s board of directors with reference to directors’ duties,

responsibilities and performance and results of the Group.

DIRECTORS’ INTERESTS IN CONTRACTS

No director had a material interest, either directly or indirectly, in any
contract of significance to the business of the Group to which the

Company or any of its subsidiaries was a party during the year.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

At 31 March 2007, the interests of the directors in the share capital
of the Company or its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFQO")), as
recorded in the register required to be kept by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the Company
and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Directors

of Listed Issuers (the “Model Code"”), were as follows:

EERRO-EBERORESZ

EERkER

R-BELF=A=+—R FOARFREE
HRHEED ([EH5RMEERD]) £35215F &
ZERMRE IRBELTRARERTLETESFR
ZZBESTA([BESTA]) BAHNERRARLE
BBMARIAARRA ([BRM]) BEFERAR
BIHEBERR (EEREHFLAEEHEMEXV

BB BRAZ ST

Long positions in the Shares: REQATREBERZRR:
Number of shares held, capacity in which Shares are held and BERGEHE BHREZMHE
nature of interest:
Percentage
of the
Directly Through Through Company's
beneficially Shares of controlled issued
Name of director owned Share Options corporation Total share capital
AR A T
BERTR
EEER EEEE®RS BEBRE BBEHALA &5t =
Tang Kuan Chien Executive Director 4,801,050 140,000 59,315,132" 64,256,182 16.65
EE HITES
Tang Wei Lun Executive Director 2,250,000 140,000 - 2,390,000 0.60
EE R HITES
Lam Chi Yin Henry Executive Director - 140,000 - 140,000 0.04
WE R HITES
Cheung Ming Leung Executive Director 6,300,000 140,000 - 6,440,000 1.67
Denver
RAR WITES
Wong Nai Ping Independent 388,650 140,000 - 528,650 0.14
non-executive Director
USRS B EHITESE
Hung Shean-I Independent 450,000 140,000 - 590,000 0.15
non-executive Director
AR — BIIEMITES
Au Kwok Yee Benjamin  Independent - 140,000 - 140,000 0.04

non-executive Director

BY B 2% BYMITES
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES (continued)

Notes:

1. The corporate interest Shares are held as to 20,152,375 Shares by
Bestway Development Limited, a company incorporated in the British
Virgin Islands and wholly-owned by Mr. Tang Kuan Chien, and as to
39,162,757 Shares by Best Online Limited, a company incorporated in
the British Virgin Islands and wholly-owned by Ms. Wang Ya Chin, the
spouse of Mr. Tang Kuan Chien.

In addition to the above, Mr. Tang Kuan Chien has non-beneficial
personal equity interests in certain subsidiaries held in trust for the

benefit of the Company.

Save as disclosed above, none of the Directors or chief executive of
the Company and their associates had any interests or short positions
in any shares, underlying shares and debentures of the Company or
any of its associated corporations (within the meaning of Part XV of
the SFO), which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they were taken or
deemed to have under such provisions of the SFO), or which were
required pursuant to Section 352 of the SFO to be entered in the
register maintained by the Company referred to therein, or which
were required to be notified to the Company and the Stock Exchange

pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS

At 31 March 2007, the following interests of 5% or more of the
issued share capital of the Company were recorded in the register of
interests required to be kept by the Company pursuant to Section
336 of the SFO:

FERR

R-_ZEZELF=A=+—B REAREREESH
NEREGRAIZEIB6IRREZ Ea T Mrs %E
RNARBEITRAS% I A EEam 2 BRI 0
N

Long positions: RE:
Percentage of
Number of the Company’s
ordinary issued share
Name Notes shares held capital
AR E
FEEEAE ERITRE
"A B 5 R&B Bk
Ms. Wang Ya Chin FHIBEZ L (a) 64,256,182 16.65
Best Online Limited Best Online Limited (b) 39,162,757 10.15
Bestway Development Limited Bestway Development Limited (b) 20,152,375 5.22

Notes: B = -

(a) The interests of Ms. Wang Ya Chin include the 39,162,757 shares held
by Best Online Limited, being the personal and corporate interests of
Mr. Tang Kuan Chien, as disclosed under the heading “Directors’
interests and short positions in shares, underlying shares and
debentures” above.

(b) These interests are also included as a corporate interest of Mr. Tang
Kuan Chien as disclosed under the heading “Directors’ interests and
short positions in shares, underlying shares and debentures” above.

Save as disclosed above, as at 31 March 2007, no person other than
the directors of the Company whose interests are set out under the
heading “Directors’ interests and short positions in shares, underlying
shares and debentures” above, had registered an interest or short
position in the shares, underlying shares or debentures of the Company

that was required to be recorded pursuant to Section 336 of the SFO.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the directors, at least 25% of the
Company'’s total issued share capital was held by the public as at the

date of this report.

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

None of the directors of the Company or their respective associates
was interested in, apart from the Group’s businesses, any business
which competes or is likely to compete, either directly or indirectly,

with the businesses of the Group.

CORPORATE GOVERNANCE

In the opinion of the directors, the Company has compiled with the
Code on Corporate Governance Practices (the “Code”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) throughout the accounting period
covered by the annual report, except for certain deviations, please
refer to the Corporate Governance Report on pages 33 to 41 of the

annual report.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as the Company’s code of
conduct for dealings in securities of the Company by the directors.
Based on specific enquiry of the Company’s directors, the directors
confirmed that they have complied with the required standard set out
in the Model Code, throughout the accounting period covered by the

annual report.
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AUDIT COMMITTEE

The Company has an audit committee which was established in April
1999 and in compliance with Rules 3.21 of the Listing Rules for the
purpose of reviewing and providing supervision over the Group's
financial reporting process and internal controls. The audit committee
comprises the three independent non-executive directors of the

Company.
POST BALANCE SHEET EVENTS

Details of the significant post balance sheet events of the Group are

set out in note 39 to the financial statements.
AUDITORS

Morison Heng retire and a resolution for their reappointment as
auditors of the Company will be proposed at the forthcoming annual

general meeting.

ON BEHALF OF THE BOARD

Tang Kuan Chien

Chairman

Hong Kong
18th July 2007
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The Board of directors (“Board”) is committed to maintaining statutory
and regulatory standards and adherence to the principle of corporate
governance with emphasis on transparency, independence,
accountability and responsibility. The Board reviews its corporate
governance practices from time to time in order to meet the rising
expectations of shareholders and comply with increasingly stringent
regulatory requirements, and to fulfill its commitment to excellence in

corporate governance.

The Stock Exchange of Hong Kong Limited (“Stock Exchange”) has
issued Appendix 14 of the Rules Governing the listing of securities
(the "Listing Rules”) relating to “The Code on Corporate Governance
Practices (the “CG Codes”) for the listed company to comply with. In
the opinion of the directors, the Company has complied with CG
Codes throughout the year, except for the deviations from the CG
Codes provision A.2.1 relating to the separation roles of chairman
and chief executive officer and the roles should not be performed by

the same individual, which are explained in the following paragraphs:
THE BOARD
Responsibilities

The overall management of the Company’s business is vested in the
Board, which assumes responsibility for leadership and control of the
Company and is collectively responsible for promoting the success of
the Company by directing and supervising its affairs. All directors

should take decisions objectively in the interests of the Company.

The Board reserves for its decisions all major matters of the Company,
including: the approval and monitoring of all policy matters, overall
strategies and budgets, internal control and risk management systems,
material transactions, financial information, appointment of directors

and other significant financial and operational matters.
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THE BOARD (continued)
Composition
The Board currently comprises the following directors

Executive directors:

Mr. Tang Kuan Chien (Chairman)
Mr. Tang Wei Lun

Mr. Lam Chi Yin Henry

Mr. Ng Man Kin Kenneth

Independent non-executive directors:
Mr. Hung Shean-I
Mr. Wong Nai Ping

Mr. Au Kwok Yee Benjamin

The list of directors (by category) is also disclosed in all corporate
communications issued by the Company pursuant to the Listing Rules

from time to time.

There is no relationship among the current members of the Board
except for the family relationship between Mr. Tang Kuan Chien and
Mr. Tang Wei Lun. Mr. Tang Wei Lun is the son of Mr. Tang Kwan
Chien. Biographical details of the Directors are set out in the section
headed “Director and Senior Management” on page 17 to 21 of the

annual report.
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THE BOARD (continued)
Board Meetings

All Directors are regularly updated on governance and regulatory
matters. There is a procedure to enable directors, upon reasonable
request, to seek independent professional advice in appropriate
circumstances at the expense of the Company in order to discharge

of their duties.

During the year, four regular and three irregular board meetings were
held. Notice of at least 14 days has been given to all Directors for all
regular board meetings and the Directors can include matters for
discussion in the agenda if necessary. Agenda and accompanying Board
papers in respect of regular and irregular board meetings are sent out
in full to all directors within reasonable time before the meeting.
Minutes of board meetings are kept by duly appointed secretaries of
the respective meetings and record in sufficient detail the matters
considered by the board and decision reached and sent to all directors
for their comment and records respectively within a reasonable time

after the board meeting was held.

All directors have access to board papers and related materials, and
are provided with adequate information on a timely manner, which
enable the Board to make an informed decision on matters placed

before it.
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THE BOARD (continued)
Independent Non-Executive Directors

All the Independent Non-Executive Directors of the Company have
been appointed for a specific terms and are subject to retirement by
rotation and re-election in accordance with the Company Articles of

Association.

The Company has a formal, considered and transparent procedure for
the appointment of new directors to the board and all directors should
be subject to re-election at regular intervals. Upon the resignation of
a director, we made an announcement publicly and explain the reasons

for the resignation.

The number of full Board Meetings and Committee Meetings attended
by each Director during the year under review is set out in the following
table. Figure in brackets indicates maximum number of meetings in

the period in which the individual was a Board member or Committee

BEEg )
VIHITES

RBARBDAMANG 28BIIFATESHR
BEETEHEE T EARBRERESRER-

ARBEHFTER AFMEAESNHEEE
TRF FEEEHATHER -EFFHER X
R AFEH AL EEREIER-

BREENOEFALEZ2BEEETINEE
EEBRRBHRNTR-FBINAZEFHEZALE
TEZEeRERZBEeRBHAMBIT 28R H
B o

Audit Remuneration Nomination
member. Full Board Committee Committee Committee
Name of Director Note Meetings Meetings Meetings Meetings

kY B M RA
EEpE Mt & EZEER ZEEER ZEEER ZE883
Executive Directors HITEF
Mr. Tang Kuan Chien EEREE 7M7) N/AT i N/AT i A N/AT 32 A
Mr. Tang Wei Lun ERmEE 717) N/ATiE B N/AZR i A 1/(1)
Mr. Andy Hsiao-An Yuan Andy Hsiao-An Yuant & 1 0/(7) N/AT 8 A N/AT i@ A N/ATiE A
Mr. Lam Chi Yin Henry MEREE 6/(7) N/ATE B N/AZR i A N/AZN i F
Mr. Cheung Ming Leung Denver RHARLE 3 4/(7) N/AT 8 A N/AT i@ A N/ATE A
Mr. Ng Man Kin Kenneth RXEEE 2 N/A N/ATE B N/AZR i A N/AZN i F
Independent Non-executive Directors B H#17EF
Mr. Hung Shean-| HE-EE 3/(7) 2/Q2) N/AT i@ A (1)
Mr. Wong Nai Ping BT EE 6/(7) 21(2) N/AT 38 A 1/(1)
Mr. Au Kwok Yee Benjamin BBl %L E 5/7) 2/Q2) N/AT i@ A N/ATiE R
Note: =3
1 Mr. Andy Hsiao-An Yuan resigned on 12th February 2007. 1 Andy Hsiao-An Yuane £ R T +F A+

“HEE-

2 Mr. Ng Man Kin Kenneth was appointed on 1st June 2007. 2 RXBAEER_TTLFA—BEZE
3 Mr. Cheung Ming Leung Denver resigned on 27th June 2007. 3 RPREERZZTZTELFAAA-+EHEE
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THE BOARD (cContinued)

Chairman and Chief Executive

CG Codes provision A.2.1 stipulates that the roles of chairman and
chief executive should be separate and should not be performed by
the same person. Mr. Tang Kuan Chien is the Chairman of the Board
and also serves the function of a Chief Executive. The Board believes
that the present arrangement enables the Company to make and
implement decisions promptly, and thus achieve the Company’s
objectives efficiently and effectively in response to the changing
environment. The Board also believes that the Company already has a
strong corporate governance structure in place to ensure effective
oversight of management. The Board will be looking for a suitable
Chief Executive Officer to fulfill the CG Codes.

Remuneration Committee

The Company has set up a Remuneration Committee to ensure that
there are formal and transparent procedures for setting policies on
the remuneration of Directors and senior management. The
Remuneration Committee comprises the Mr. Wong Nai Ping , Mr.
Hung Shean-I and Mr. Tang Wei Lun. The Remuneration Committee is

chaired by Mr. Wong Nai Ping.

During the year, no Remuneration Committee meeting was held.
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THE BOARD (Continued)
Nomination Committee

The Company has set up a Nomination Committee to ensure fair and
transparent procedures for appointment, re-election and removal of
Directors to the Board. The Nomination Committee comprises Mr.
Wong Nai Ping, Mr. Hung Shean-I and Mr. Tang Wei Lun. The

Nomination Committee is chaired by Mr. Wong Nai Ping .

During the year, one Nomination Committee meeting was held to
nominate Mr. Ng Man Kin, Kenneth be an executive director of the
Company. At present, the Committee is looking for a suitable Chief

Executive Officer to fulfill the CG Codes A.2.1 Provision requirement.
Audit Committee

The Audit Committee comprises Mr. Wong Nai Ping , Mr. Hung Shean-
I 'and Mr. Au Kwok Yee, Benjamin. The Audit Committee is chaired by
Mr. Hung Shean-I .

The principal duties of the Audit Committee are considered significant
accounting policies used to prepare the statements, and any changes
to them, and significant estimates or judgements on which the
statements have been based, taking the external auditors’ views into
consideration, consider the clarity and completeness of the disclosures
in the financial statements. During the year, two Audit Committee
meetings were held, reviewing the financial reporting matters of the
Group. The terms of reference of the Audit Committee are consistent
with the terms set out in relevant section of the Corporate Governance
Code.

All the members of the Audit Committee are confirmed to be

independence with reference to Rule 3.13 of Rules Governing the

Listing of Securities on The Stock Exchange of Hong Kong Limited.
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THE BOARD (cContinued)

Model Code For Securities Transactions

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Listing Rules.

Specific enquiry has been made of all the directors and the directors
have confirmed that they have complied with the Model Code
throughout the year ended 31 March 2007.

To comply with the code provisions A.5.4 of the CG codes, the
Company has also established and adopted the Model Code as the
code of conduct for securities transactions by senior management to
regulate the dealings in the securities of the Company by senior
management of the Group who are considered to be likely in

possession of unpublished price sensitive information of the Company.

DIRECTORS’ AND AUDITORS’
RESPONSIBILITIES FOR ACCOUNTS

The directors acknowledge their responsibilities for the preparation of
financial statements of the Company for the year ended 31 March
2007. In preparing the financial statement, the Directors have selected
suitable accounting policies and applied them consistently, made
judgments and estimates that are prudent and reasonable, and have
prepared the accounts on the going concern basis. Respective
responsibilities of the Directors and the external auditors to the
shareholders are set out in the “Report of the Auditors” on page 42

to page 128 of this report .
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DIRECTORS’ AND AUDITORS’
RESPONSIBILITIES FOR ACCOUNTS (continued)

Auditor’s remuneration

During the year, Morison Heng CPA was appointed as the external
auditors of the Company following the resignation of Ernst & Young.
Morison Heng CPA has provided audit services to the Group in respect
of 2007 financial statements of the Company and its subsidiaries at
the fee of HK$500,000 and accountant report relating to the right
issues of the Shares of the Company at the fee of HK$80,000.

Internal Control

The Board of Directors is responsible for the establishing and
maintaining a sound system of internal control within the Group.
However, such as system was designed to manage various risks of the
Group within certain acceptable risk level, rather than the complete
elimination of the risk of failure to achieve the business objectives of

the Group.

The current Board has already commenced as assessment and review
of the internal control system of the Company and will take appropriate
action to maintain an adequate internal control system to safeguard
shareholders’ investments and the Company’s assets, and review the

effectiveness of such on an annual basis through the Audit Committee.
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DIRECTORS’ AND AUDITORS’
RESPONSIBILITIES FOR ACCOUNTS (continued)

Communication with shareholders

The Group strives to disclose relevant information on its activities to
shareholders in an open and timely manner. Communication is achieved

through:

) The Company’s annual and interim reports which have been
enhanced to present a balance, clear and comprehensive

assessment of the Group position and prospects.

(2) Notices of annual and other general meetings and

accompanying explanatory materials

(3) Press releases on major acquisition
(4) Disclosures to Stock Exchange and relevant regulatory bodies
(5) Response to inquiries from shareholders by Directors during

the Annual General meeting
Constructive use of Annual General Meetings

The relations with shareholders should be maintained through
constructive use of annual general meeting. We are encouraging
shareholders to attend at the annual general meeting, giving
shareholders an opportunity to ask questions and to hear about the
company during the meeting and an opportunity to use their vote
and greater openness in voting procedures at the annual general
meeting. Our executive directors and responsible person of Audit
Committee, Nomination Committee and Remuneration Committee will
answer the questions raised by the shareholders. Annual report and
related papers are post to shareholders for their consideration at least
21 days prior to the Annual General Meeting. Annual General Meeting
proceedings are continually reviewed in the light of corporate

governance best practices.
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BYZEEMHRES
Independent Auditors’ report

o MORISON HENG

Chartered Accountants
Certified Public Accountants

To the Shareholders of
Bestway International Holdings Limited

(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Bestway
International Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 45 to 128,
which comprise the consolidated and the company balance sheets as
at 31 March 2007, and the consolidated income statement, the
consolidated statement of changes in equity and the consolidated
cash flow statement for the year then ended, and a summary of

significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and
the true and fair presentation of these consolidated financial statements
in accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance. This
responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and the true and fair
presentation of consolidated 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.

Bestway International Holdings Limited Annual Report 2007
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AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with Section 90 of the Bermuda
Companies Act 1981, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the consolidated financial

statements are free from material misstatement.

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

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

appropriate to provide a basis for our audit opinion.

BYREMBRES

Independent Auditors’ report
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BYZEEMHRES
Independent Auditors’ report

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as
at 31 March 2007 and of the loss and cash flows of the Group 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.

Morison Heng
Chartered Accountants

Certified Public Accountants

Hong Kong: 18 July 2007
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Consolidated Income Statement

BE—ZEtF=A=+—-HIFE

For the year ended 31 March 2007

2007 2006
Notes HK$'000 HK$'000
e L =TT L
B 2 FET FA&T
Revenue U =& 6 300,334 282,886
Cost of sales 85 & BX AN (284,494) (260,773)
Gross profit E F 15,840 22,113
Other income H b 2= 6 1,490 690
Gain arising on write-off of MESEEFEE 2 =
indebtedness - 11,100
Selling and distribution costs SHE R DK (4,404) (3,436)
Administrative expenses THAX (23,145) (20,805)
Other operating expenses, net H iS5 X F R (4,643) (7,619)
Finance costs B 75 B 7R 8 (3.870) (3,922)
Share of profits and losses of FI7 (i 25 [R] 2= il 1> 2 % 7
jointly-controlled entities REE - 276
Loss before taxation BRBLATE 18 7 (18,732) (1,603)
Taxation 1A 11 34 2,264
(Loss)/Profit for the year RE (FFE) BF (18,698) 661
Attributable to: BER:
Equity holders of the Company RATIREFRE A 12 (18,398) 599
Minority interests DHRREER (300) 62
(18,698) 661
(LOSS)/EARNINGS PER SHARE KA ERE
ATTRIBUTABLE TO ORDINARY EQUITY BEAELSR
HOLDERS OF THE COMPANY (E548) BF 13
Basic B-WN

— For (loss)/profit for the year

Diluted

—A&F (BR) &7

#E

(6.19 cent & 1L)

0.01 cent #& 1l

N/A T iE A

N/A 5 B

TELFEFR BRERERARAS
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SREEARER

Consolidated Balance Sheet

R=—ZFEZEtF=HF=+—H At 31 March 2007

2007 2006
Notes HK$000 HK$'000
e —TEAE
B 5 TERT FE&T
Non-current assets kRBEE
Property, plant and equipment e S & 14 59,933 63,350
Prepaid lease payments B ERIEA 15 3,942 4,082
Interest in a jointly-controlled entity HEEHEEZ R 17 - 4,002
Long term receivables = HA FE WBR 5K 18 2,643 2,698
Prepaid rentals EMNEE 19 - 2,098
66,518 76,230
Current assets RBEE
Inventories FE 20 24,368 21,674
Accounts and bills receivable JE U BR TR & R 21 48,723 38,601
Prepayments, deposits and BARIE T2k
other receivables H fth jE Uk 5k IE 8,019 9,808
Tax recoverable A U [B] ¢ 3R 53 =
Pledged deposits EHEBFER 22 8,370 5,688
Cash and bank balances Re RIRITHET 23 35,233 14,200
124,766 89,971
Assets classified as held for sale AHEEE 24 2,820 =
127,586 89,971
Current liabilities REBEE
Accounts payable JE 15 BR 3R 25 33,582 17,230
Other payables and accruals b B A BR R R FE ST IR 22,990 26,794
Tax payable JE& < B 18 6,000 5,852
Interest-bearing bank and FTEIRTTR
other borrowings HifEE 26 43,299 36,936
Provision B 28 575 575
106,446 87,387
Net current assets RBEERE 21,140 2,584
Total assets less current liabilities HEERRDEE 87,658 78,814

Bestway International Holdings Limited Annual Report 2007




REEERER

Consolidated Balance Sheet

R=-ZEtF=A=+—H

At 31 March 2007

2007 2006
Notes HK$'000 HK$'000
e =TT L
B 2 FET FA&T
Non-current liabilities kRBEE
Interest-bearing bank and FERITR
other borrowings HEmEE 26 (10,571) (12,754)
Net assets EEFHE 77,087 66,060
CAPITAL AND RESERVE EXR#E
Issued capital BT 30 38,590 51,453
Reserves f# 32(a) 34,238 10,045
72,828 61,498
Minority interests LPERRER 4,259 4,562
77,087 66,060
The consolidated financial statements on pages 45 to 128 were FASE128E 2R BHREER TS LF L

approved and authorized for issue by the board of directors on 18

July 2007 and are signed on its behalf by:

EREERF:

TANG Kuan Chien
DIRECTOR
-

&

B

TANG Wei Lun
DIRECTOR
-
EE R

ATN\BEEFSHERRETZR Y HTIE

“EZLEFE BRERERARAT
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MERREHE
Consolidated Statement of Changes in Equity

HE—_ZEtF=-F=1—-HILFE

For the year ended 31 March 2007

Attributable to equity holders of the Company

ARAREREARS
Equity
components
Issued Share of Share-based Asset Exchange
share premium  convertible payment Contributed revaluation General fluctuation Accumulated Minority Total
capital account bonds reserve surplus reserve reserve reserve losses Total interests equity
HKS'000  HKS000  HKS'000  HKS'000  HK$'000  HK§'000  HKS'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000
TRRES
B®f B4 ZER MRRF B4 BEER —# Ex ES ] HDERR L $:3
B HER B4 1 2 1 #E  RDER i ag B ag
FHT FET FHL FHL TiB7x FiB7x Tz T FET FET FHL FHL
At 1 April 2005 R-Z2ZREMA-A 42,112 188,386 14,130 - 52,743 1,476 188 (17,367) (292,491) (10,823) 4431 (6,392)
Surplus on revaluation ERRH - - - - - 349 - - - 349 = 349
Exchange realignment SNEFZ - - - - - - - 3,064 - 3,064 69 3,133
Total income and expenses ~ EEERED
recognised directly in equity WA R X 2% - - - - - 349 - 3,064 - 3,413 69 3,482
Profit for the year FEEF - - - - - - - - 599 599 62 661
Total income and expenses ~ EEMAREXLE
for the year - - - - - 349 - 3,064 599 4,012 131 4,143
Issue of new shares BaERG 6,820 20,460 = = = = = = - 27,280 - 27,280
Share issue expenses BEIRHEY - (273) - - - - - - - 273) = @n3)
Conversion of AAmRRES
convertible bonds 2,521 52,740 (14,130 - - - - - - 413 - 413
Release of reserves upon HE-FLREH
disposal of a PEREORE
jointly-controlled entity - - - - - (1,363) (188) 17 1,551 17 - 17
Reduction of share L B 17 4 B
premium account - (254,421) - - - - - - 254,421 - - -
At 31 March 2006 R-_ZE~EZA=1-H 51,453 6,892 - - 52,743 462 - (14132) (35920) 61,498 4,562 66,060
Surplus on revaluation BEAH - - - - - 1,000 - - - 1,000 - 1,000
Exchange realignment MNERZ = = = = = = = 6,362 = 6,362 B3) 6359
Total income and expenses B EEXE
recognised directly WARRX @
in equity - - - - - 1,000 - 6,362 - 7,362 3) 7,359
Loss for the year FEER - - - - - - - - (18,398) (18,398) (300)  (18,698)
Total income and expenses ~ EERA R
for the year B4 = - - - - 1,000 - 6,362 (18,398) (11,036) (303) (11,339
Capital reduction R Hl R (25,726) = = = = = = - 25726 = = =
Rights issue HRET 12,863 7,718 - - - - - - - 20581 - 20581
Share-based payment NERRFZRAER
expenses - - - 1,785 - - - - - 1,785 - 1,785
At 31 March 2007 R-_Z2Z+&=A=1+—-H 38,590 14,610* - 1,785%  52,743* 1,462*% - (7,770)  (28,592) 72,828 4,259 77,087
* These reserve accounts comprise the consolidated reserves of e ZERBRLEAEEARGEEEEARBRIIE

HK$70,600,000 (2006: deficit of HK$10,045,000) in the consolidated
balance sheet of the Group.

Bestway International Holdings Limited Annual Report 2007

Z 4R B 570,600,000 L (T HEF HE
10,045,000 7T ) ©



RERERB/E

Consolidated Cash Flow Statement

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

2007 2006
HK$'000 HK$'000
EF ¥ iy EY 1 Sav
FET F& T
Cash flows from operating activities K&%(BHERE
Loss before taxation GRS (18,732) (1,603)
Adjustments for: KHETYZIE:
Finance costs U I 3,870 3,922
Share of profits and losses of Fir A& & R 2= i) 1b %
jointly-controlled entities i A K &5 18 - (276)
Interest income FEWA (156) (90)
Loss on disposal of property, HEME WER
plant and equipment HEIEE 2 BB 52 1,566
Gain on derecognition of BE i SR TR A A
prepaid lease payments ERIE 2 W - (206)
Loss on disposal of i & — fE L R 42
a jointly-controlled entity EZEE 113 2,074
Gain on derecognition of BUEfER —IEKH
a long term receivable JiE U BR 3R 2 W 2 - (1,636)
Gain arising on write-off of i (E 75 2 W s
indebtedness - (11,100)
Depreciation e 10,355 14,240
Amortisation of prepaid lease payments & T8 4 & 8 122 104
Amortisation of a long term receivable £ HA B U BR R B 198 168
Impairment of an interest — I REESIES
in a jointly-controlled entity R E - 3,500
Deficit/(Surplus) on revaluation of HEEFZEMH
leasehold buildings BB (B) - 63
Allowance for doubtful debts BRI 243 =
Gain on disposal of subsidiaries HEHBRQ R 2 W (1,006) =
Provision for other asset Hih & EEE 420 -
Reversal of allowance for doubtful debts 3% iR Sz tH 6] (133) =
Staff costs BTE&HA 1,785 -
Operating (loss)/profit before BEESEHA 2K
working capital changes (E548) /#F (2,869) 10,726
Decrease in prepaid rentals TEAHEE R 2,098 2,156
Increase in inventories F & (2,694) (1,579)
(Increase)/Decrease in accounts JEUBRZ R Z 4 (#hn) /m
and bills receivable (10,232) 1,486
Decrease in prepayments, deposits and ~ FEFKIE 7] & &
other receivables H b i W B IE R 950 840
Increase/(Decrease) in accounts payable  FEFERFIE 0, (R 4) 16,352 (1,844)
(Decrease)/Increase in other H th B A5 FRIE K
payables and accruals FEET A CRl4) /480 (3,928) 2,280
Decrease in an amount due to a director K E EFHIEFH D - (460)
Decrease in an amount FE 1<) B 22 1 | sRE R
due to a related company - (700)
Cash (used in)/generated K (FrA) EEzRE
from operations (323) 12,905
Interest received B F B 156 90
Interest paid B F B (3,827) (3,461)
Interest element of finance lease MmEHEMES 2
rental payments BB R (43) (22)
Hong Kong profits tax paid BERERBFEH (132) (578)
Net cash (outflow)/inflow REEKE2B/E (RE)
from operating activities RAFRE (4,169) 8,934

“EZLEFE BRERERARAT
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GERERBBR

Consolidated Cash Flow Statement

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

2007 2006
HK$'000 HK$'000
e L —TEAE
FET F#& T
Cash flows from investing activities BREZFEBRERE
Purchases of property, BEME KER
plant and equipment % B1E B (5,437) (854)
Proceeds from disposal of property, LEWE -BER
plant and equipment HBEIEE TS E 81 44
Proceeds from disposal of e —E A RES
a jointly-controlled entity 1 ¥ RIE - 335
Proceeds from derecognition of BUEER —EEH
long term receivable FEURBR BT 5K IR - 1,636
Proceeds from disposal of HEBMNEEKIEA
prepaid lease payments Fr 15 7018 - 256
Disposal of a subsidiary & MY B A A 4,036 =
Increase in pledged deposits BE R TF KL 0 (2,682) (1,451)
Net cash outflow from REFHZRE
investing activities T (4,002) (34)
Cash flows from financing activities BEZTEB2BERE
Proceeds from issue of shares BATIR 0 P15 5K IB 20,581 27,280
Share issue expenses A& 1n 817 XX - (273)
Increase in loans from shareholders R B RO N - (26,320)
Drawdown of bank loans BARITEXR 7,235 39,779
Repayment of bank loans EERITER (2,803) (39,991)
Repayment of other loans BEEEMER (1,000) (7,051)
Capital element of finance lease MmEHERE®Z
rental payments =W ) (176) (1,465)
Net cash inflow/(outflow) METBHZ2HE
from financing activities BTSSR BE 23,837 (8,041)
Net increase in cash and EMEERERRE
cash equivalents HEFHE 15,666 859
Cash and cash equivalents FOzHERER
at beginning of year H&E&ER 14,200 13,336
Effect of foreign exchange Exgp e FHE
rate changes, net 5,367 5
Cash and cash equivalents FRZESRER
at end of year H&E&EH 35,233 14,200
Analysis of balances of cash and ReRERRS
cash equivalents BHR&EZ#®ROW
Cash and bank balances ReRRITER 35,233 14,200

Bestway International Holdings Limited Annual Report 2007




EERERX

Balance Sheet

R=—ZEZtF=HF=+—H At 31 March 2007

2007 2006
Notes HK$'000 HK$'000
e L =TT L
=t FHExT FA&T

Non-current assets kRBEE
Investments in subsidiaries KRB RARZ2®E 16 11,637 11,637

Current assets REBEE
Due from subsidiaries JE W Bt B8 2 /) 2 5 IE 16 72,543 72,538
Prepayment SRR 159 =
Cash and bank balances Be RIRTETT 23 20,702 76
93,404 72,614
Current liabilities REBEE

Due to subsidiaries AR NG A ] 16 20,634 17,996
Other payables and accruals H e 3R IE K FEET R IE 2,665 3,212
23,299 21,208
Net current assets RBEEFE 70,105 51,406
Net assets EERHE 81,742 63,043

CAPITAL AND RESERVE EARRHE
Issued capital B2 EITRA 30 38,590 51,453
Reserves 1 32(b) 43,152 11,590
81,742 63,043

FASE128E AV BREENR T LF

The consolidated financial statements on pages 45 to 128 were
A+ N\BEESFSHERKENE LHTIE
EREFEE:

approved and authorized for issue by the board of directors on 18

July 2007 and are signed on its behalf by:

TANG Kuan Chien TANG Wei Lun

DIRECTOR DIRECTOR
EZ EZ
EEfR & 12 f
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B 5 ¥R AR BT R

Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

1.

CORPORATE INFORMATION

Bestway International Holdings Limited is a limited liability
company incorporated in Bermuda. The principal place of
business of the Company is located at Room 1304 to 1305,
13/F., Shun Fat Industrial Building, 17 Wang Hoi Road, Kowloon

Bay, Kowloon, Hong Kong.

The principal activity of the Company is investment holding.
The principal activities of the Group during the year were the
manufacturing and trading of plastic products, mainly PVC films.
There were no significant changes in the nature of the Group's

principal activities during the year.

The consolidated financial statements are presented in Hong
Kong dollars, which is the same as the functional currency of

the Company.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has applied, for the first time, a
number of new standards, amendments and interpretations
("new HKFRSs"), issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA") that are either effective for
accounting periods beginning on or after 1 December 2005, 1
January 2006 or 1 March 2006. The adoption of the new
HKFRSs had no material effect on how the results and financial
position for the current or prior accounting years have been
prepared and presented. Accordingly, no prior year adjustment

has been required.

Bestway International Holdings Limited Annual Report 2007
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Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

The Group has not early applied the following new standard,
amendment or interpretations that have been issued but are
not yet effective. The directors of the Company anticipate that
the application of these new standard, amendment or
interpretations will have no material impact on the results and

the financial position of the Group.

HKAS 1 (Amendment)  Capital Disclosures’

HKFRS 7 Financial Instruments: Disclosures’

HKFRS 8 Operating Segments?

HK(IFRIC) — Int 8 Scope of HKFRS 23

HK(IFRIC) — Int 9 Reassessment of Embedded
Derivatives*

HK(IFRIC) — Int 10 Interim Financial Reporting and
Impairment®

HK(IFRIC) — Int 11 HKFRS 2 — Group and Treasury Share

Transactions®

HK(IFRIC) — Int 12 Service Concession Arrangements’

! Effective for annual periods beginning on or after 1 January

2007

Z Effective for annual periods beginning on or after 1 January
2009

3 Effective for annual periods beginning on or after 1 May 2006

4 Effective for annual periods beginning on or after 1 June 2006

2 Effective for annual periods beginning on or after 1 November
2006

& Effective for annual periods beginning on or after 1 March
2007

7 Effective for annual periods beginning on or after 1 January
2008

2.

ERFERKIET 2E B
B EED @)

AEE Y ELRATRAA TR BAEHR
Rz FHER BT RBRE-ARREEHR
AERAZELER EFTARERTEHAN
RAZEERHBRREKNERNTE -

BEGHENE % BEARE
CHES

BEABREEHNETR SRIARE
BRMBREERER ES ViR

5% (ABRABREHE BN BRE £
£Eg)-REES FHzER’
B (BB BRERE BERME2ITE
ZEg) -2EBE9 T A4

B (BB BRERE REHHMBRSE R
ZE88)-R2EZ£10 S

5% (ABRABREHE BENBRSEA
LZEE)-RBEN F2R—EERE

ERHRZ 5

Bk (BBRHBRERE RBEERTH

! R-ZZEZLF-—A-HAXERRAKRZ

FEHHEER-

2 R_FEAF-A-—BARERABZ
FEHHEER-

: RZZBEZRFRAA-—AXERRABKZ
FEHHEER-

¢ RIZZBZRFAA-AXERRABKZ
FEHHEER-

s RZZBERF+-—A—BHEERR
ZEEHR AR

e RIZEZLF=-A-HAXERRARZ
FEHHEER-

7 R_FENF-—A-—BARERABZ
FEHHEER-
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B 5 ¥R AR BT R

Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The consolidated financial statements have been prepared on
the historical cost basis except for building, which is measured
at fair value, as explained in the accounting policies set out

below.

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
issued by the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by the Rules
Governing the Listing of Securities on The Stock Exchange of

Hong Kong Limited and by the Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company (its subsidiaries). Control is achieved where the
Company has the power to govern the financial and operating

policies of an entity so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from
the effective date of acquisition or up to the effective date of

disposal, as appropriate.

Bestway International Holdings Limited Annual Report 2007
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B 75 R R Y RE

Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Basis of consolidation (continued)

Where necessary, adjustments are made to the consolidated
financial statements of subsidiaries to bring their accounting
policies into line with those used by other members of the

Group.

All intra-group transactions, balances, income and expenses

are eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries
are presented separately from the Group’s equity therein.
Minority interests in the net assets consist of the amount of
those interests at the date of the original business combination
and the minority’s share of changes in equity since the date of
the combination. Losses applicable to the minority in excess of
the minority’s interest in the subsidiary’s equity are allocated
against the interests of the Group except to the extent that
the minority has a binding obligation and is able to make an

additional investment to cover the losses.
Business combinations
The interest of minority shareholders in the acquiree is initially

measured at the minority’s proportion of the net fair value of

the assets, liabilities and contingent liabilities recognised.
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Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Subsidiaries

A subsidiary is an entity whose financial and operating policies
the Company controls, directly or indirectly, so as to obtain

benefits from its activities.

The results of subsidiaries are included in the Company’s income
statement to the extent of dividends received and receivable.
The Company’s investments in subsidiaries are stated at cost

less any impairment losses.
Jointly-controlled entities

A jointly-controlled entity is a joint venture that is subject to
joint control, resulting in none of the participating parties
having unilateral control over the economic activity of the

jointly-controlled entity.

The Group’s share of the post-acquisition results and reserves
of jointly-controlled entities is included in the consolidated
income statement and consolidated reserves, respectively. The
Group's interests in jointly-controlled entities are stated in the
consolidated balance sheet at the Group’s share of net assets
under the equity method of accounting, less any impairment

losses.

Any excess of the Group’s interest in the net fair value of the
acquirees’ identifiable assets, liabilities and contingent liabilities
over the cost of the acquisition of subsidiaries and jointly-
controlled entities (previously referred to as negative goodwill),
after reassessment, is recognised immediately in the income

statement.
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Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Impairment of non-financial assets other
than goodwill

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories and financial assets), the asset’s recoverable amount
is estimated. An asset’s recoverable amount is calculated as
the higher of the asset’s or cash-generating unit’s value in use
and its fair value less costs to sell, and is determined for an
individual asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets or
groups of assets, in which case, the recoverable amount is
determined for the cash-generating unit to which the asset

belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. 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. An impairment loss is charged to the
income statement in the period in which it arises, unless the
asset is carried at a revalued amount, in which case the
impairment loss is accounted for in accordance with the relevant

accounting policy for that revalued asset.
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Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Impairment of non-financial assets other
than goodwill (Continued)

An assessment is made at each reporting date as to whether
there is any indication that previously recognised impairment
losses may no longer exist or may have decreased. If such
indication exists, the recoverable amount is estimated. A
previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that
asset, however not to an amount higher than the carrying
amount that would have been determined (net of any
depreciation/amortisation), had no impairment loss been
recognised for the asset in prior years. A reversal of such
impairment loss is credited to the income statement in the
period in which it arises, unless the asset is carried at a revalued
amount, in which case the reversal of the impairment loss is
accounted for in accordance with the relevant accounting policy

for that revalued asset.
Segment reporting

A business segment is a group of assets and operations engaged
in providing products or services that are subject to risks and
returns that are different from those of other business
segments. A geographical segment is engaged in providing
products or services within a particular economic environment
that are subject to risks and return that are different from

those of segments operation in other economic environments.
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Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Related parties

A party is considered to be related to the Group if:

(a)

(b)

(9

(e)

the party, directly, or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (ii) has an interest in
the Group that gives it significant influence over the

Group; or (iii) has joint control over the Group;

the party is a jointly-controlled entity;

the party is a member of the key management personnel

of the Group;

the party is a close member of the family of any

individual referred to in (a) or (c);

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 (c) or (d); or

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.
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Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Property, plant and equipment and
depreciation

Property, plant and equipment are stated at cost or valuation

less subsequent depreciation and impairment losses.

Buildings held for use in the production or supply of goods or
services, or for administrative purposes, are stated in the
consolidated balance sheet at their revalued amounts, being
the fair value at the date of revaluation less any subsequent
accumulated depreciation and any subsequent accumulated
impairment losses. Revaluations are performed with sufficient
regularity such that the carrying amount does not differ
materially from that which would be determined using fair

values at the balance sheet date.

Any revaluation increase arising on revaluation of buildings is
credited to the properties revaluation reserve, except to the
extent that it reverses a revaluation decrease of the same asset
previously recognised as an expense, in which case the increase
is credited to the consolidated income statement to the extent
of the decrease previously charged. A decrease in net carrying
amount arising on revaluation of an asset is dealt with as an
expense to the extent that it exceeds the balance, if any, on
the properties revaluation reserve relating to a previous
revaluation of that asset. On the subsequent sale or retirement
of a revalued asset, the attributable revaluation surplus is

transferred to retained profits.
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Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Property, plant and equipment and
depreciation (Continued)

Depreciation is calculated on the straight-line basis to write
off the cost or valuation of each item of property, plant and
equipment to its residual value over its estimated useful life.
The principal annual rates used for this purpose are as follows:
Buildings Over the lease terms
Leasehold improvements 5 to 10 years or over the lease
terms, whichever is shorter
Plant and machinery 2 to 15 years
Furniture, fixtures, 3 to 5 years
equipment and

motor vehicles

Where parts of an item of property, plant and equipment have
different useful lives, the cost or valuation of that item is
allocated on a reasonable basis among the parts and each part

is depreciated separately.

Residual values, useful lives and depreciation method are
reviewed, and adjusted if appropriate, at each balance sheet

date.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on disposal or
retirement recognised in the income statement in the year the
asset is derecognised is the difference between the net sale

proceeds and the carrying amount of the relevant asset.
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Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance
lease, the cost of the leased asset is capitalised at the present
value of the minimum lease payments and recorded together
with the obligation, excluding the interest element, to reflect
the purchase and financing. Assets held under capitalised
finance leases are included in property, plant and equipment,
and depreciated over the shorter of the lease terms and the
estimated useful lives of the assets. The finance costs of such
leases are charged to the income statement so as to provide a

constant periodic rate of charge over the lease terms.

Assets acquired through hire purchase contracts of a financing
nature are accounted for as finance leases, but are depreciated

over their estimated useful lives.

Leases where substantially all the rewards and risks of ownership
of assets remain with the lessor are accounted for as operating
leases. Where the Group is the lessee, rentals payable under
the operating leases are charged to the income statement on

the straight-line basis over the lease terms.

Prepaid lease payments under operating leases are initially
stated at cost and subsequently recognised on the straight-line
basis over the lease terms. When the lease payments cannot
be allocated reliably between the land and buildings elements,
the entire lease payments are included in the cost of the land
and buildings as a finance lease in property, plant and

equipment.
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Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Financial instruments

Financial assets and financial liabilities are recognised on the
balance sheet when a group entity becomes a party to the
contractual provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial
assets and financial liabilities at fair value through profit or
loss) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value
through profit or loss are recognised immediately in profit or

loss.

Financial assets

The Group’s financial assets are classified as loans and

receivables and the accounting policy adopted is set out below.
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Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. At each balance sheet date subsequent to initial
recognition, loans and receivables (including trade and sundry
receivables, amounts due from subsidiaries, amount due from
an associate and bank balances) are carried at amortised cost
using the effective interest method, less any identified
impairment losses. An impairment loss is recognised in profit
or loss when there is objective evidence that the asset is
impaired, and is measured as the difference between the asset’s
carrying amount and the present value of the estimated future
cash flows discounted at the original effective interest rate.
Impairment losses are reversed in subsequent periods when an
increase in the asset’s recoverable amount can be related
objectively to an event occurring after the impairment was
recognised, subject to a restriction that the carrying amount of
the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the

impairment not been recognised.
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Notes to the Financial Statements

BE—ZEtF=A=+—-HIFE

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
Fair value

The fair value of investments that are actively traded in
organised financial markets is determined by reference to
quoted market bid prices at the close of business on the balance
sheet date. For investments where there is no active market,
fair value is determined using valuation techniques. Such
techniques include using recent arm’s length market
transactions; reference to the current market value of another
instrument which is substantially the same; a discounted cash

flow analysis; and option pricing models.
Impairment of financial assets

The Group assesses at each balance sheet date whether there
is any objective evidence that a financial asset or group of

financial assets is impaired.
Assets carried at amortised cost

If there is objective evidence that an impairment loss on loans
and receivables carried at amortised cost has been incurred,
the amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate computed
at initial recognition). The carrying amount of the asset is
reduced either directly or through the use of an allowance
account. The amount of the impairment loss is recognised in

the income statement.
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Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Impairment of financial assets (Continued)
Assets carried at amortised cost (Continued)

The Group first assesses whether objective evidence of
impairment exists individually for financial assets that are
individually significant, and individually or collectively for
financial assets that are not individually significant. If it is
determined that no objective evidence of impairment exists for
an individually assessed financial asset, whether significant or
not, the asset is included in a group of financial assets with
similar credit risk characteristics and that group is collectively
assessed for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is or continues
to be recognised are not included in a collective assessment of

impairment.

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the
previously recognised impairment loss is reversed. Any
subsequent reversal of an impairment loss is recognised in the
income statement, to the extent that the carrying value of the

asset does not exceed its amortised cost at the reversal date.
Assets carried at cost

If there is objective evidence that an impairment loss on an
unquoted equity instrument that is not carried at fair value
because its fair value cannot be reliably measured has been
incurred, the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value of
estimated future cash flows discounted at the current market
rate of return for a similar financial asset. Impairment losses

on these assets are not reversed.
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Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Derecognition of financial assets
A financial asset (or, where applicable, a part of a financial

asset or part of a group of similar financial assets) is

derecognised where:

o the rights to receive cash flows from the asset have
expired;
o the Group retains the rights to receive cash flows from

the asset, but has assumed an obligation to pay in full
without material delay to a third party under a “pass-

through” arrangement; or

3 the Group has transferred its rights to receive cash flows
from the asset and either (a) has transferred substantially
all the risks and rewards of the asset, or (b) has neither
transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the

asset.

Where the Group has transferred its rights to receive cash
flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the
extent of the Group’s continuing involvement in the asset.
Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount

of consideration that the Group could be required to repay.
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Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Derecognition of financial assets (Continued)

Where continuing involvement takes the form of a written
and/or purchased option (including a cash-settled option or
similar provision) on the transferred asset, the extent of the
Group’s continuing involvement is the amount of the transferred
asset that the Group may repurchase, except in the case of a
written put option (including a cash-settled option or similar
provision) on an asset measured at fair value, where the extent
of the Group’s continuing involvement is limited to the lower
of the fair value of the transferred asset and the option exercise

price.
Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at the fair
value of the consideration received less directly attributable

transaction costs.

After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost using the effective

interest method.

Gains and losses are recognised in net profit or loss when the
liabilities are derecognised as well as through the amortisation
process.

Borrowing costs

Borrowing costs are recognised as an expense in the year in

which they are incurred.
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Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under

the liability is discharged or cancelled or expired.

When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the
difference between the respective carrying amounts is

recognised in the income statement.
Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the first-in, first-out basis and, in
the case of work in progress and finished goods, comprises
direct materials, direct labour and an appropriate proportion
of overheads. Net realisable value is based on estimated selling
prices less any estimated costs to be incurred to completion

and disposal.
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Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash
and cash equivalents comprise cash on hand and demand
deposits, and short term highly liquid investments which are
readily convertible into known amounts of cash and which are
subject to an insignificant risk of changes in value, and have a
short maturity of generally within three months when acquired,
less bank overdrafts which are repayable on demand and form

an integral part of the Group’s cash management.

For the purpose of the balance sheet, cash and bank balances
comprise cash on hand and at banks, including term deposits,

which are not restricted as to use.
Assets classified as held for sale

Non-current assets and disposal groups 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 asset (or disposal group) is available for

immediate sale in its present condition.

Non-current assets and disposal groups classified as held for
sale are measured at the lower of the assets’ (disposal groups’)

previous carrying amount and fair value less costs to sell.
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B 75 R R Y RE

Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be

made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the balance
sheet date of the future expenditures expected to be required
to settle the obligation. The increase in the discounted present
value amount arising from the passage of time is included in

finance costs in the income statement.

Income tax

Income tax comprises current and deferred tax. Income tax is
recognised in the income statement, or in equity if it relates to
items that are recognised in the same or a different period

directly in equity.

Current tax assets and liabilities for the current and prior periods
are measured at the amount expected to be recovered from or

paid to the taxation authorities.

Deferred tax is provided, using the liability method, on all
temporary differences at the balance sheet date between the
tax bases of assets and liabilities and their carrying amounts

for financial reporting purposes.
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Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Income tax (Continued)

Deferred tax liabilities are recognised for all taxable temporary

differences except:

o where the deferred tax liability arises from the initial
recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor

taxable profit or loss; and

o in respect of taxable temporary differences associated
with investments in subsidiaries and interests in jointly-
controlled entities, where the timing of the reversal of
the temporary differences can be controlled and it is
probable that the temporary differences will not reverse

in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary
differences, carry forward of unused tax credits and unused
tax losses, to the extent that it is probable that taxable profit
will be available against which the deductible temporary
differences, and the carry forward of unused tax credits and

unused tax losses can be utilised except:

3 where the deferred tax asset relating to the deductible
temporary differences arises from negative goodwill or
the initial recognition of an asset or liability in a
transaction that is not a business combination and, at
the time of the transaction, affects neither the

accounting profit nor taxable profit or loss; and

o in respect of deductible temporary differences associated
with investments in subsidiaries and interests in jointly-
controlled entities, deferred tax assets are only
recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable
future and taxable profit will be available against which
the temporary differences can be utilised.
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Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Income tax (Continued)

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be utilised.
Conversely, previously unrecognised deferred tax assets are
reassessed at each balance sheet date and are recognised to
the extent that it is probable that sufficient taxable profit will
be available to allow all or part of the deferred tax asset to be

utilised.

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply to the period when the asset is
realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted at the

balance sheet date.

Deferred tax assets and deferred tax liabilities are offset, if a
legally right exists to set off current tax assets against current
tax liabilities and the deferred taxes relate to the same taxable

entity and the same taxation authority.
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Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be

measured reliably, on the following bases:

(a) from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the
buyer, provided that the Group maintains neither
managerial involvement to the degree usually associated
with ownership, nor effective control over the goods

sold;

(b) interest income, on an accrual basis using the effective
interest method by applying the rate that discounts the
estimated future cash receipts through the expected
life of the financial instrument to the net carrying

amount of the financial assets; and

(c) subcontracting fee income, on an accrual basis and in

accordance with the relevant subcontracting agreements.
Employee benefits
Share-based payment transactions

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Employees
(including directors) of the Group receive remuneration in the
form of share-based payment transactions, whereby employees
render services as consideration for equity instruments (“equity-

settled transactions”).
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Notes to the Financial Statements

BE—ZEtF=A=+—-HIFE

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Employee benefits (Continued)
Share-based payment transactions (Continued)

The cost of equity-settled transactions with employees is
measured by reference to the fair value at the date at which
they are granted. The fair value is determined by an external
valuer using the Black-Scholes OPM model, further details of
which are given in note 30 to the financial statements. In
valuing equity-settled transactions, no account is taken of any
performance conditions, other than conditions linked to the
price of the shares of the Company (“market conditions”), if

applicable.

The cost of equity-settled transactions is recognised, together
with a corresponding increase in equity, over the period in
which the performance and/or service conditions are fulfilled,
ending on the date on which the relevant employees become
fully entitled to the award (the “vesting date”). The cumulative
expense recognised for equity-settled transactions at each
balance sheet date until the vesting date reflects the extent to
which the vesting period has expired and the Group's best
estimate of the number of equity instruments that will ultimately
vest. The charge or credit to the income statement for a period
represents the movement in the cumulative expense recognised
as at the beginning and end of that period. The equity amount
is recognised in the share option reserve until either the option
is exercised (when it is transferred to the share premium
account) or the option expires/lapses (when it is released directly

to retained profits).
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Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Employee benefits (Continued)
Share-based payment transactions (Continued)

No expense is recognised for awards that do not ultimately
vest, except for awards where vesting is conditional upon a
market condition, which are treated as vesting irrespective of
whether or not the market condition is satisfied, provided that

all other performance conditions are satisfied.

Where the terms of an equity-settled award are modified, as a
minimum an expense is recognised as if the terms had not
been modified. In addition, an expense is recognised for any
modification, which increases the total fair value of the share-
based payment arrangement, or is otherwise beneficial to the

employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it
had vested on the date of cancellation, and any expense not
yet recognised for the award is recognised immediately.
However, if a new award is substituted for the cancelled award,
and is designated as a replacement award on the date that it
is granted, the cancelled and new awards are treated as if they
were a modification of the original award, as described in the

previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings per

share.
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Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Employee benefits (Continued)
Employment Ordinance long service payments

Certain of the Group’s employees have completed the required
number of years of service to the Group in order to be eligible
for long service payments under the Hong Kong Employment
Ordinance in the event of the termination of their employment.
The Group is liable to make such payments in the event that
such a termination of employment meets the circumstances

specified in the Hong Kong Employment Ordinance.

A provision is recognised in respect of the probable future
long service payments expected to be made. The provision is
based on the best estimate of the probable future payments
which have been earned by the employees from their service

to the Group to the balance sheet date.
Pension schemes and other retirement benefits

The Group operates a defined contribution Mandatory Provident
Fund retirement benefits scheme (the “MPF Scheme”) under
the Mandatory Provident Fund Schemes Ordinance, for those
employees who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the
participating employees’ basic salaries and are charged to the
income statement as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF Scheme
are held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest
fully with the employees when contributed into the MPF

Scheme.
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Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Employee benefits (Continued)

Pension schemes and other retirement benefits
(Continued)

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage of
their payroll costs to the central pension scheme. The
contributions are charged to the income statement as they
become payable in accordance with the rules of the central

pension scheme.
Foreign currencies

These financial statements are presented in Hong Kong dollars,
which is the Company’s functional and presentation currency.
Each entity in the Group determines its own functional currency
and items included in the financial statements of each entity
are measured using that functional currency. Foreign currency
transactions are initially recorded using the functional currency
rates ruling at the date of the transactions. Monetary assets
and liabilities denominated in foreign currencies are retranslated
at the functional currency rates of exchange ruling at the
balance sheet date. All differences are taken to the income
statement. Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when the

fair value was determined.
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Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Foreign currencies (Continued)

The functional currencies of certain overseas subsidiaries and
jointly-controlled entities are currencies other than Hong Kong
dollar. As at the balance sheet date, the assets and liabilities
of these entities are translated into the presentation currency
of the Company at the exchange rates ruling at the balance
sheet date and, their income statements are translated into
Hong Kong dollars at the weighted average exchange rates for
the year. The resulting exchange differences are included in a
separate component of equity. On disposal of a foreign entity,
the deferred cumulative amount recognised in equity relating
to that particular foreign operation is recognised in the income

statement.

For the purpose of the consolidated cash flow statement, the
cash flows of overseas subsidiaries are translated into Hong
Kong dollars at the exchange rates ruling at the dates of the
cash flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are translated into
Hong Kong dollars at the weighted average exchange rates for

the year.
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Notes to the Financial Statements

HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

4.

SIGNIFICANT ACCOUNTING JUDGEMENTS
Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, which have
the most significant effect on the amounts recognised in the

financial statements:
Impairment of assets

In determining whether an asset is impaired or whether the
event previously causing the impairment no longer exists, the
Company has to exercise judgement in the area of asset
impairment, particularly in assessing: (1) whether an event has
occurred that may affect the asset value, or such an event
affecting the asset value has not been in existence; (2) whether
the carrying value of an asset can be supported by the net
present value of future cash flows, which are estimated based
upon the continued use of the asset; and (3) the appropriate
key assumptions to be applied in preparing cash flow projections
including whether these cash flow projections are discounted
using an appropriate rate. Changing the assumptions selected
by management to determine the level of impairment, including
the discount rates or the growth rate assumptions in the cash
flow projections, could have a material effect on the net present

value used in the impairment test.
Share-based payments

The fair value of the options granted is estimated by
independent professional valuers based on the various
assumptions on volatility, life of options, dividend paid out
rate and annual risk-free interest rate, excluding the impact of
any non-market vesting conditions, which generally represent
the best estimate of the fair value of the options at the date

of granting the options.
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Notes to the Financial Statements

BE—ZEtF=A=+—-HIFE

SIGNIFICANT ACCOUNTING JUDGEMENTS
(Continued)

Judgements (Continued)
Income taxes

The Group is subject to income taxes in numerous jurisdictions.
Judgment is required in determining the worldwide provision
for income taxes. There are transactions and calculations for
which the ultimate tax determination is uncertain during the
ordinary course of business. The tax liabilities recognised are

based on management’s assessment of the likely outcome.

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 and deferred

tax assets in the period in which such determination is made.
SEGMENT INFORMATION

No business segment information of the Group is presented as
the Group’s revenue, expenses, assets, liabilities and capital
expenditure are primarily attributable to the manufacturing and

trading of plastic products, mainly PVC films.

No further geographical segment information is presented as
over 90% of the Group’s revenue, results and assets are

attributable to its operations in Mainland China.
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HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

6. REVENUE AND OTHER INCOME

Revenue, which is also the Group’s turnover, represents the

net invoiced value of goods sold, after allowances for returns

and trade discounts, but excludes intra-group transactions.

An analysis of revenue and other income is as follows:

sk B HAth Y A

Wz BV A 2 B R YIRS R R I
RESFNEERERE RTRES
CICF2-F X

AEBEZ W REMBASHAT:

2007 2006
HK$'000 HK$'000
—EELE —TEAE
TERT FE&T
Revenue W &=

Sales of goods HESm 300,334 282,886

Other income H g A
Bank interest income RITH B U A 156 90
Reversal of allowance for bad debts 52 8K 7 1) (o %% 133 =
Subcontracting fee income EBERA 506 481
Others HAh 695 119
1,490 690
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LOSS BEFORE TAXATION

BE—ZEtF=A=+—-HIFE
B Bt Al 165 18

AEERTBAEES MR (GEA) T3

The Group’s loss before tax is arrived at after charging/

B 75 R R Y RE

Notes to the Financial Statements

For the year ended 31 March 2007

(crediting): I8
2007 2006
HK$'000 HK$'000
—EELE —BEAE
FET F& T
Cost of inventories sold BEEFERAN 284,494 260,773
Depreciation (note 14) e (MsE 14) 10,355 14,240
Less: Amount included in cost of BBAEERE
inventories sold AR 2 # 58 (9.459) (13,544)
896 696
Amortisation of a long term receivable R EAFE W R 2 #E 6H 198 168
Amortisation of prepaid lease payments BT & ~ # 4 122 104
Minimum lease payments under THREFZEE
operating leases in respect of HEMES
land and buildings B K I8 3,599 3,062
Less: Amount included in cost of BBAREFE
inventories sold AR 2 4858 (2,468) (2,366)
1,131 696
Auditors’ remuneration ZE AN £
— provision for the year —REEFIE 500 850
— underprovision in last year —EEELEFRE 15 =
Employee benefits expense (excluding EERMNAZ (TBE
directors’ remuneration — note 9): EEMWE —ME 9)
Wages and salaries TERF® 12,028 11,787
Less: Amount included in cost of BBARERFE
inventories sold A Z B (5.392) (4,828)
6,636 6,959
Pension scheme contributions RN FHEI K 307 271
Impairment of an interest —EHRESREZ
in a jointly-controlled entity * w2 ME* - 3,500
(Surplus)/Deficit on revaluation EHEFZ (Bf)
of buildings * & 18 * (1,000) 63
Allowance for doubtful debts * EERXH* 243 =
Loss on disposal of property, HEWE BER
plant and equipment * RiEIEE 2 BB 110 1,566
Loss on disposal of t & — ] L R 2
a jointly-controlled entity * EZEE* 113 2,074
Gain on disposal of HE KRR
a long term receivable * W BR 2 B F* - (1,636)
Gain on disposal of subsidiaries HEMBARZAF (1,006) -
Gain on derecognition of prepaid BUBMEREE
land lease payments * FKIB 2 & F* - (206)

* These items are included in “Other operating expenses, net”

on the face of the consolidated income statement.

ZEHB T AR A WA [E AR

BRXFE R
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HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

8. FINANCE COSTS 8. HMBRAE
2007 2006
HK$'000 HK$'000
S —TEAE
TERT FE&T
Interest on: TH BB ZHE
Bank loans and other loans wholly BARAFHNBHEEREZ
repayable within five years RITERREMER
ZHE 3,827 3,461
Convertible bonds AR EHF B - 439
Finance leases BEMHLOF B 43 22
Total interest 2R 3,870 3,922
9. DIRECTORS’ REMUNERATION 9. EEM=E
Directors’ remuneration for the year, disclosed pursuant to the ERXGMAER

Rules Governing the Listing of Securities on The Stock Exchange

of Hong Kong Limited (the “Listing Rules”) and Section 161 of

the Hong Kong Companies Ordinance, is as follows:

FA EEZMSBRBEE B
N

AES LHHA ([ EHRAL) RES
DAGEHIE 161G REHEMT

2007 2006
HK$'000 HK$'000
—EEts —EEAF
FET FET
Independent non-executive directors: BYIFRITESE:
Fees e 180 180
Share based payment expenses AR Rz & 54 =
234 180
Other emoluments for WITEEZ
executive directors: H < :
Fees we 786 =
Salaries, allowances and Fre EZEK
benefits in kind EiEF 2,083 2,589
Pension scheme contributions RIKEGET &) 2 #3K 24 24
Share based payment expenses AR Rz B A 90 =
2,983 2,613
3,217 2,793
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DIRECTORS’ REMUNERATION (continued)

BE—ZEtF=A=+—-HIFE

For the year ended 31 March 2007

9. EEME m

2007 —E2Ft
Salaries
allowances Pension Share-based
and benefits scheme payment Total
Fees in kind  contributions expense remuneration
HK$’000 HK$’000 HK$’000 HK$'000 HK$'000
Fe FH BhE BUBR R 3K
e RENER R ZER Besm
THER FTHER FTHER FERT FTERT
Executive directors: WITES:
Andy Hsiao-An Yuan' Andy Hsiao-An Yuan' 220 - - 18 238
Cheung Ming Leung AR
Denver? 50 - - 18 68
Lam Chi Yin Henry M R 420 - - 18 438
Tang Kuan Chien EE - 1,200 12 18 1,230
Tang Wei Lun E#Efm 96 883 12 18 1,009
786 2,083 24 920 2,983
Independent BYFHITES:
non-executive directors:
Au Kwok Yee Benjamin  EU[E 3 80 - - 18 98
Hung Shean | A — 50 - - 18 68
Wong Nai Ping EDARE 50 - - 18 68
180 - - 54 234
966 2,083 24 144 3,217
1. Resigned on 12 February 2007 1. RZTEZE+F_A+=-HER-
2. Resigned on 27 June 2007 2. RZBEZLFENAZTEHER-
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HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

9. DIRECTORS’ REMUNERATION (continued) 9. EEME @
2006 ZEER
Salaries
allowances Pension
and benefits scheme Total
Fees in kind contributions remuneration
HK$'000 HK$'000 HK$'000 HK$°000
o R RIKE
we X & )18 F R ET & < 4
FHET FHET FAT FAT
Executive directors: MITES:
Chang Bin Lin R SR AR - 180 - 180
Tang Kuan Chien EE# = 1,200 12 1,212
Tang Wei Lun EEMm - 924 12 936
Andy Hsiao-An Yuan Andy Hsiao-An Yuan - 60 - 60
Cheung Ming Leung Denver KAR - 50 - 50
Lam Chi Yin Henry = - 75 = 75
Yang Ting ] - 100 - 100
= 2,589 24 2,613
Independent non-executive BIIEMITES:
directors:
Au Kwok Yee Benjamin (BRI 80 - - 80
Hung Shean | AR — 50 - - 50
Wong Nai Ping =5hF 50 - - 50
180 - - 180
180 2,589 24 2,793

There was no arrangement under which a director waived or

agreed to waive any remuneration during the year (2006:

HK$ Nil).

Bestway International Holdings Limited Annual Report 2007

FALEEZHENFBREEAMEH

ZH(ZZEERF:TH

JC) °



10.

B 75 R R Y RE

Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included three
(2006: two) directors, details of whose remuneration are set
out in note 9 above. Details of the remuneration of the
remaining two (2006: three) non-directors, highest paid

employees for the year are as follows:

10. EVBSHFMESR

FAAMUESFMEERR = (=TT
RNE ) EE FEZHMESFEEN L
XHIEE9 e 8RN L (ZTTREF =) 3F
E=ERAFHMEERFAZHMESNT

2007 2006

HK$'000 HK$'000

e =TT L

FET FA&T

Salaries, allowances and benefits in kind ¥ & 285 & B Y& 7 864 1,260
Share-based expense payment VAR AR 3K 217 =
Pension scheme contribution BIRE T8 2 B 12 12
1,093 1,272

The remuneration of the two (2006: three) non-directors,
highest paid employees fell within the band of nil to
HK$1,000,000.

During the year, no emoluments were paid by the Group to
the directors of the Company or any of the five highest paid
individuals as an inducement to join or upon joining the Group

or as compensation for loss of office.

R (CEERF ZR)IIEERS T
EEMEEBRNZZ=1,000,000% Tl &
%H)Dﬂj °

FAAEEBERR T R EEHEM

R ik % B B INA KRS B S F SRR
Z 8 2 A E R IR
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11.

For the year ended 31 March 2007

TAX 1. BE
2007 2006
HK$"000 HK$'000
e —PEARE
FET FE&T
Current year provision: NEE R
Hong Kong B - 143
Mainland China B K R - 271
- 414
Underprovision/(Overprovision) of FERAEFIE
current tax in respect of prior years: TREE (BEREE):
Hong Kong B (95) -
Mainland China BB K B 61 (2,678)
(34) (2,678)
Tax credit for the year FEBEER (34) (2,264)

Hong Kong profits tax has been provided at the rate of 17.5%
on the estimated assessable profits arising in Hong Kong during
the year (2006: 17.5%). Taxes on profits assessable elsewhere
have been calculated at the rates of tax prevailing in the regions
in which the Group operates, based on existing legislation,

interpretations and practices in respect thereof.

One of the subsidiaries operating in Mainland China is exempt
from income tax for two years starting from its first profitable
year of operations and is entitled to a 50% relief from income
tax for the following three years under the Income Tax Law of
the People’s Republic of China (the “PRC"), which has been
loss-making since its establishment and accordingly income tax
has not been provided for the year ended 31 March 2007
(2006: Nil). For another subsidiary operating in Mainland China,
as it remains loss-making during the year, no income tax has

been provided (2006: Nil).
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TAX (Continued)

B 75 R R Y RE

Notes to the Financial Statements

BE—ZEtF=A=+—-HIFE

11.

The Group has tax losses arising in Hong Kong of
HK$125,377,171 (2006: HK$150,623,000) that are available

indefinitely for offsetting against future taxable profits of the

companies in which the losses arose. Deferred tax assets have

not been recognised in respect of these losses as they have

arisen in the companies that have been loss-making for some

time.

A reconciliation of the tax expense applicable to loss before

tax using the statutory rates for the locations in which the

Company, its subsidiaries are domiciled to the tax expense at

the effective tax rates is as follows:

For the year ended 31 March 2007

BE @)

REEREESSHIEEIE125,377,171
B (ZFZ /X% 150,623,000 7T)
FAREHEERBEAR Euéfﬂﬁj,ﬁﬁf'aﬁz%ﬁ
Buf -FAAZSEHEBEEREEHE
—BEBEBEBZAR MBREILERI
EEERRAECHELEE-

BARBREMBRBMERZEERE
AEERRRTAEE 2 BIAR S BIRE
BRERGFEZHE ARERRE (B
EBER) BEBEY R HERMT

THE GROUP rRE
2007 2006
HK$'000 HK$'000
S L e oL
FERT F& T
Profit/(loss) before tax BRELATEF S (E18) (18,692) (1,603)
Tax at the statutory tax rates BEEMETE 2B (5.300) (1,439)
Lower tax rate/tax concession for ERl&EHh kT ERZ
specific provinces or local authority BEBE /B ER 1,178 986
Adjustments in respect of current HEMFEEHRRBEBZRAE
tax of previous years - (2,678)
Income not subject to tax HEMT 2 WA (41,652) (2,239)
Expenses not deductible for tax IR L 3 43,686 1,668
Tax allowance for capital expenditure BEARARAEZ 2 RIERE (65) =
Overprovision in prior year T FEBEREE (34) =
Tax losses not recognised RIERTEHE B 3,295 3,298
Tax losses utilised from previous periods  BIHARENFE 2 B IEE B 2 £ F (1,142) (1,860)
Tax credit at the Group’s effect rate AEERERMEFEZ
HIEE 2 (34) (2,264)

CETLEFE BRERERAR2
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HE—_ZEtF=-F=1—-HILFE

12. LOSS FROM ORDINARY ACTIVITIES 12.

13.

For the year ended 31 March 2007

ATTRIBUTABLE TO EQUITY HOLDERS OF
THE COMPANY

The loss from ordinary activities attributable to equity holders
of the Company for the year ended 31 March 2007 dealt with
in the financial statements of the Company, was HK$3,667,000
(2006: HK$5,562,000) (note 32(b)).

(LOSS)/EARNINGS PER SHARE 13.

ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE COMPANY

The calculation of the basic (loss)/earnings per share amount is
based on the (loss)/profit for the year attributable to ordinary
equity holders of the Company of HK$18,398,000 (2006: a
profit of HK$599,000), and the weighted average number of
297,335,448 (2006 (restated): 5,791,172,326) ordinary shares

in issue during the year.

Diluted (loss)/earnings per share amounts for the year ended
31 March 2007 and 2006 have not been disclosed, as the
share option granted and the convertible bonds outstanding
during both years had an anti-dilutive effect on the basic (loss)/

earnings per share for both years.
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BE-_SELtE=ZF=+—HILEE

14. PE-BERXE

For the year ended 31 March 2007

14. PROPERTY, PLANT AND EQUIPMENT

Group KEHE
Furniture,
fixtures,
equipment
Land and Leasehold Plant and and motor
buildings improvements machinery vehicles Total
HK$'000 HK$'000 HK$*000 HK$'000 HK$'000
HE BERE EE#E
T RET MEEE R#E RERAE At
FTERT FTERT FTERT TERT TER
31 March 2007 g 33 o3
=A=+-A8
At 1 April 2006: RZZERE
mMA—A8:
Cost or valuation AR GE 9,431 12,368 148,039 9,461 179,299
Accumulated depreciation EF & (227) (6,926) (101,483) (7,313) (115,949)
Net carrying amount REFE 9,204 5,442 46,556 2,148 63,350
At 1 April 20086, RZZTERF
net of accumulated mA—AH
depreciation 2 METH 9,204 5,442 46,556 2,148 63,350
Additions NE - - - 6,268 6,268
Disposals/write-off HE M - - = (378) (378)
Transfer to assets classified EBEAHHEEEE
as held for sale (note 24)  (ME24) - = (2,820) = (2,820)
Reclassification ENOH - (2,422) 2,211 211 =
Revaluation B 1,000 - - - 1,000
Exchange realignment NI 5 = 74 (2,267) 4,786 275 2,868
Depreciation provided FAME
during the year (51) (523) (8,854) (927) (10,355)
At 31 March 2007, RZTELF
net of accumulated =ZA=t+—H
depreciation ZHmEFE 10,227 230 41,879 7,597 59,933
At 31 March 2007: RZZELF
=R=+—8”:
Cost or valuation ARk (i (B 10,348 8,746 131,972 15,920 166,986
Accumulated depreciation  EF & (121) (8,516) (90,093) (8,323) (107,053)
Net carrying amount REFE 10,227 230 41,879 7,597 59,933
Analysis of cost AR E
and valuation: s Rk
At cost TR - 230 41,879 7,597 49,706
At 31 March 2007 RZZTLF
valuation =A=+—Bz
& 10,227 - - - 10,227
10,227 230 41,879 7,597 59,933
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HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

14. PROPERTY, PLANT AND EQUIPMENT

14. ME-BERRXRE @

(Continued)
Furniture,
fixtures,
equipment
Land and Leasehold Plant and and motor
buildings improvements machinery vehicles Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
nE R % BEEgE
T RET ES3CS R RERSE S
FET T T Fi#L FHT
31 March 2006 —EERE
=A=t+-H
At 1 April 2005: RZZTRF
MmA—A:
Cost or valuation RARGE
(restated) (Z51) 9,110 12,031 155,159 9,379 185,679
Accumulated depreciation  EirHTE - (5,348) (96,972) (8,017) (110,337)
Net carrying amount R FE
(restated) (27)) 9,110 6,683 58,187 1,362 75,342
At 1 April 2005, RZZTRF
net of accumulated MmA—A:
depreciation ZEMEFE 9,110 6,683 58,187 1,362 75,342
Additions RE - = 398 1,356 1,754
Disposals/write-off HE - = (1,610) = (1,610)
Revaluation EX 286 - - = 286
Exchange realignment HNE 38 B 35 188 1,566 29 1,818
Depreciation provided FRAME
during the year (227) (1,429) (11,985) (599) (14,240)
At 31 March 2006, RZZTRE
net of accumulated =R=+-—H
depreciation LHmEERE 9,204 5,442 46,556 2,148 63,350
At 31 March 2006: RZTZERF
=A=F—H8:
Cost or valuation A S A E 9,204 12,368 148,039 9,461 179,072
Accumulated depreciation  EFf#TE - (6,926) (101,483) (7,313) (115,722)
Net carrying amount REFE 9,204 5,442 46,556 2,148 63,350
Analysis of cost and B R A E
valuation: ZoH:
At cost DN = 12,368 148,039 9,461 169,868
At 31 March 2006 RZZEREF
valuation s el =4
EREN 9,204 = = = 9,204
9,204 12,368 148,039 9,461 179,072

Bestway International Holdings Limited Annual Report 2007
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BE—ZEtF=A=+—-HIFE

14.

PROPERTY, PLANT AND EQUIPMENT
(Continued)

The Group’s land and buildings are held under medium term

leases outside Hong Kong.

The Group’s land and buildings were revalued by LCH (Asia-
Pacific) Surveyors Limited (“LCH"), independent professionally
qualified valuers, on the open market, existing use basis, at 31
March 2007 at HK$10,227,000 (2006: HK$9,204,000) in
aggregate. The deficit and surplus so arising has been charged
to the consolidated income statement and credited to the
asset revaluation reserve as to HK$Nil (2006: a deficit of
HK$63,000) and a surplus of HK$1,000,000 (2006: a surplus
of HK$349,000), respectively.

Had these land and buildings been carried at historical cost
less accumulated depreciation and impairment losses, their
carrying values would have been approximately HK$7,893,000
(2006: HK$8,375,000).

The net book value of the Group’s assets held under finance
leases included in the total amount of a motor vehicle at 31
March 2007 amounted to HK$567,000 (2006: HK$733,000).

At 31 March 2006 and 2007, certain of the Group’s buildings
were pledged to secure certain credit facilities granted to the

Group (note 26).

For the year ended 31 March 2007

ME-BRERRZE @

A% EEE HROREBEUIMEE LT
CED

THRIEFIRIEE L EES EREER
FIERITRIZR AR AR ([FIBET]) K=
T+ F=A=+—HBEARMBEZRAA
FRzEEMERSE 10,227,000 7T
(ZZZ/N%:9,204,000587T) ° FLULEEZ
EERBESKTE T (ZFTFT/XF:63,000
HBITEE) R &$1,000,0008 T (ZEF
7N 1349,0008 TR BR) B9 Bl ERE I
mEIBR R ABEEHFHE-

i T REFHIEELKNABERZETE
MREEEIE NHEKRBEENA
7,893,000/ 7T (= ==& /14 : 8,375,000%
JL) °

R-_BE+F=A=1+—8 BFEESE
TREREBAOFEEZEERRFEAS
567,000/ 70 (ZZ Z ;N4 :733,000) °

RoEEARER-FFLF=A= T

H AEEETEFE TER EUAREKE
EERESETEERE (HiE26)-
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HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

15. PREPAID LEASE PAYMENTS

15. ENEERE

2007 2006
HK$'000 HK$'000
S B L
TERT FE&T
CoSsT RA{E
At 1 April R A— R 4,902 4,960
Disposal & - (58)
At 31 March R=ZA=+—8H 4,902 4,902
ACCUMULATED AMORTISATION E §
At 1 April RImA—A 716 620
Charge for the year FANEE 122 104
Eliminated on disposal & R B - (8)
At 31 March R=ZA=+—8H 838 716
NET BOOK VALUE REFE
At 31 March R=A=+—8H 4,064 4,186
Current portion including FERFIB Ze Rk
in prepayments, deposits and E ity U BR R 2
other receivables BN EA 2R 19 (122) (104)
Non-current portion 3 BN H 26 19 3,942 4,082

The prepaid lease payments in respect of a parcel of land (the
“Land”) located at Lingxia Development Area, Shishuikou
Village, Qiaotou Town, Dongguan City, Guangdong Province
of the PRC, together with a factory premises (the “Building”)
constructed thereon. The Group has not yet obtained the title
certificates for the Land and the Building because the land
premium of the Land has not yet been paid up. Having
consulted with the Group’s legal advisor in Mainland China,
the directors considered that the Group has the right to use
the Land and the Building erected thereon. After payment of
the land premium and attending the necessary administrative
procedures, the Group should be able to obtain the land use
right certificate and the realty title certificate for the Land and
the Building, respectively. The aggregate carrying values of the
Land and the Building in this respect as at 31 March 2007
amounted to approximately HK$4,064,000 and HK$7,110,000,

respectively.
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HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

PREPAID LEASE PAYMENTS (continued) 15.

The leasehold land is situated in Mainland China, held under a
medium term lease and was pledged to secure credit facilities

granted to the Group (note 26).

ENEEFE @)

ZEMA R EARRE P BEOFE L
ETER BEASAEERSE TEER
& (M15x26) o

INTERESTS IN SUBSIDIARIES 16. RMIBARIZRE
2007 2006
HK$’000 HK$'000
e =TT L
FHExT FET
Unlisted shares, at cost JE LMD K AE 159,593 159,593
Provision for impairment R B ZE (147,956) (147,956)
11,637 11,637
Due from subsidiaries e Us Bt BB N &) 2 3B 434,414 434,409
Provision for impairment B (361,871) (361,871)
72,543 72,538
Due to subsidiaries FEAHH B A B 2 )8 (20,634) (17,996)
63,546 66,179

The balances with subsidiaries are unsecured, interest-free and
have no fixed terms of repayment. The carrying amounts of
these amounts due from/to subsidiaries approximate to their

fair values.

S B AR 2 ERTEER 28 RTR
Bl FE (B8 & 5 - FE R FE A9 P BB 22 R 3ROR
ZEHEEEAFEERAS-
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For the year ended 31 March 2007

16. INTERESTS IN SUBSIDIARIES (continued)

Particulars of the principal subsidiaries are as follows:

Nominal value
of issued and
paid-up share/

Place of
incorporation/

16. RHBATZRE &)

TEMBRARZFBEINMT

Percentage
of equity

registration registered attributable
Name of subsidiary and operations capital to the Company Principal activities
ERTRAR A T
AR S R BAEE PR R AE
a8 Rt 3 HEMmEA B TEXK
Direct Indirect
HiE %
Bestway Group British Virgin Islands/ Us$1,100 100 — Investment holding
International Limited Hong Kong 1,100 7T REZER
RBEZES/
B
Bestget Plastic Hong Kong Ordinary HK$2 - 100  Property holding and
Products Limited BB Non-voting sale of plastic
BEEZRHEMmARAT deferred products
("Deferred”) MERFE R
HK$3,900,000 HELBEM®
(note a)
TaEik 28T
AR ERERE IR D
(MHEERS )
3,900,000/ 7T
(Bt 3E a)
Bestway Plastic Products Hong Kong Ordinary HK$2 - 100  Sale of plastic products

Limited
BEZEBEMBRA A

BB Deferred
HK$37,440,000

(note a)

LA 2B T

EER D

37,440,000/ 7T

(B 5% a)

Bestway International Holdings Limited Annual Report 2007
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16. RBATRZRE @)

INTERESTS IN SUBSIDIARIES (continued)

Place of
incorporation/

Nominal value
of issued and
paid-up share/

Percentage
of equity

For the year ended 31 March 2007

registration registered attributable
Name of subsidiary and operations capital to the Company Principal activities
ERTRBE A H
EMR L =M BRA®EES iR RE
=E AR i B &R Epal4 TEEK
Direct Indirect
HiE Sk
Happy Trip Limited Hong Kong Ordinary HK$2 - 100  Sale of plastic products
REBRRNA & Deferred HELRBEM
HK$1,200,000
(note a)
BB T
BT,
1,200,000/% 7T
(KtzEa)
Rich Ocean Limited Hong Kong Ordinary HK$2 - 100  Investment holding
EE2FARAA BB Deferred ®EER
HK$1,000,000
(note a)
Tk 2E T
EERHD
1,000,0007% 7T
(Bt zEa)
Best Faith Plastic Products Hong Kong HK$10,000 - 100  Sales of plastic
Limited (“Best Faith”) B% 10,0007 7T products
BEZBEmBER AT HEZLBEMm
(rafzl)
Dongguan Bestway Plastic PRC/Mainland Us$12,741,664 - 97.65  Manufacture of

Manufactory (note b)
REARERBREmMm
(B 5 (b))

China
RE B K RE

12,741,6643 7T

plastic products

HEBRBEM
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16.

For the year ended 31 March 2007

Place of
incorporation/

INTERESTS IN SUBSIDIARIES (continued)

Nominal value
of issued and
paid-up share/

16. RHBATZRE &)

Percentage
of equity

registration registered attributable
Name of subsidiary and operations capital to the Company Principal activities
EBRTRABE PN
o BRI R BAEE FE 1k B R
= ES-$:1 = it & A< B FEXH
Direct Indirect
B B
Dongguan Best Faith PRC/Mainland US$5,040,470 - 100  Manufacture of
Plastic Products Limited China 5,040,470% 7t plastic products
(note ¢) fh R K e SEBRBER
R=BEEZBHEM
BRAE (M)
Fullson Resources Limited  British Virgin Islands us$1 - 100  Investment holding
(“Fullson”) EEBRELES 12£7T REER
BENERBRAF
(r=#1)
Notes: B 5
(a) The profits which the company may determine to distribute in (a) RAREREMNHBREESDRZE

respect of any financial year shall be distributed, as regard the
first HK$1,000,000,000,000 thereof among the holders of
ordinary shares, with one-half of the remaining balance of the
said profits being distributed among the holders of the non-
voting deferred shares and the other half of such remaining
balance being distributed among the holders of ordinary shares.
Save as aforesaid, the non-voting deferred shares carry no
other rights to dividends. The non-voting deferred shares carry
no rights to attend or vote at general meetings, but carry the
rights to receive one-half of the balance of any surplus in a
return of capital in a winding-up after the holders of the
total return of

ordinary shares have received a

HK$500,000,000,000.

This subsidiary is registered as a contractual joint venture under
the PRC law.

This subsidiary is registered as a wholly-owned foreign
enterprise under the PRC law.

Bestway International Holdings Limited Annual Report 2007
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For the year ended 31 March 2007

INTERESTS IN SUBSIDIARIES (Continued) 16. RMB LA ZRE @)
The above table lists the subsidiaries of the Company which, BEERB LRI Z2ARBMBE AR T E
in the opinion of the directors, principally affected the results REBFAZEBBEEATE FHEKK
for the year or formed a substantial portion of the net assets SEEEFEZETERBN EFRRHT
of the Group. To give details of other subsidiaries would, in HthMB AR 2 F IEEERABER AR
the opinion of the directors, result in particulars of excessive TLie
length.
INTEREST IN A JOINTLY-CONTROLLED 17. A EEHEEES
ENTITY
2007 2006
HK$'000 HK$'000
e =TT L
FET F& T
Share of net assets DhEEFE - 48,194
Provision for impairment B B - (44,192)
- 4,002

Particulars of the jointly-controlled entity are as follows:

R-_BEL+F=A=1+—8  £REEH®

EERMT:
Percentage
of ownership
Place of interest, voting
registration power and
Name Business structure and operations profit sharing Principal activity
MR- R EE
o i R AR R F B B
£ EBEE Ho B Bakk ETEX®K
Shenzhen Wuye Jifa Corporate PRC/Mainland China 25  Property holding
Warehouse Co., Ltd. YNE] R B K BE MEFRE
(”SW_J Il)
RINMESEE R
BRAA]

=k v-2- 1D

The above investment in SW/J is indirectly held by the Company
in 2006.

A

R

my | |

FARRRERBALRE
&

g o

W oF

“EZLEFE BRERERARAT
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17.

18.

For the year ended 31 March 2007

INTEREST IN A JOINTLY-CONTROLLED 17. HHEEEHEEES @)
ENTITY (continued)
SWJ's major asset is the holding of a parcel of land located at FREBRBIEIEEERAFAMNRPREER
Yantian Port, Yantian, Shenzhen, Guangdong Province of the BEFRYEHRBREBRBAN MBI ([
PRC (the “Land”). The accumulated deficit arising from the ) BFEIT—RBULBEESERGEE
revaluation of the Land as at 31 March 2006 performed by TR —EERFE=A=1+T—HE tHE
LCH, a firm of independent professionally qualified valuers, THREMEEZE2BBAC T ARBER
has been included in the assessment of provision for o
impairment.
On 11 May 2006, the Group’s entire 25% of equity interest in RZZBERNFRA+—H AKEHBERY
SWJ was disposed of through the disposal of the Group’s entire ERBEEEA25%E 2 Luen Fat
equity interest in Luen Fat Hong Investment Limited, which Hong Investment Limited% Zf#E - 1 &
holds the 25% equity interest in SWJ. HERAMEE25% 2o
The impairment loss of HK$Nil (2006: HK$3,500,000) was BEAEEZ G BE AFERERRE
determined by management with reference to the net realisable BEET(ZEZ/NF 3,500,000 7T)
value of SWJ as at the 31 March 2006 in accordance with the THEEEBL2EMN2006F3A31BE%A
Group's accounting policy. H2AI R FEMEE -
LONG TERM RECEIVABLES 18. REIEWERR
2007 2006
HK$'000 HK$'000
e L —TEAE
FET F#& T
Long term receivables = HA FE U5 BR 5K 2,643 2,698

The Group’s long term receivables represent investments in
Chengdu Xingxing Rich Ocean Plastic Products Co., Ltd. (“CD
Rich Ocean”), a former subsidiary of the Company, in respect
of which there is subcontracting arrangement with the PRC
joint venture partner. In accordance with the subcontracting
agreement, the Group forfeited its rights to exercise significant
influence/control over the financial and operating policy
decisions of CD Rich Ocean in return for fixed and guaranteed
annual subcontracting fees up to 2014. When this entity lost
its status as subsidiary or jointly-controlled entity of the Group
pursuant to the above agreement in prior years, this was

reclassified as long term receivable accordingly.

Bestway International Holdings Limited Annual Report 2007
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PREPAID RENTALS 19. FEMHER
As at 31 March 2007, the Group prepaid an amount of RZEZLF=RA=+—H AKEHEH
approximately HK$1,920,000 (2006: HK$4,254,000) in respect TP B ARE A S A IE B 2 T R i
of the rentals for the land and buildings situated in Mainland FHENBEZEZTEENFLA=+AZH
China under an operating lease agreement for the period up © #)1,920,000%8 0 ( Z T TN F
to 26 July 2008. At 31 March 2007, the portion of the prepaid 4,254,000 7T) - RZEEELF=A=+
rental for the year ending 31 March 2008 of approximately —H HEZZTENF=A=FT—HLF
HK$1,920,000 (2006: HK$2,156,000) has been included in ETEME S BI491,920,0008 T (ZFF
prepayments, deposits and other receivables under current JNE 2,156,000 70) Bt ARBI K EIR
assets, while an amount of approximately HK$Nil (2006: T2 BAFRIE E & R EMEWKIE 1=
HK$2,098,000) attributable to the period after 31 March 2008 ZE+FE=F=+—HZBHBZEHE
has been classified as a non-current asset. BMAETETL( ZZTZT/NF:2,098,000%

) BARERBEE-
INVENTORIES 20. 7§

2007 2006
HK$'000 HK$'000
e L =TT L
FERT F& T
Raw materials R 23,294 18,067
Finished goods ZIRK T 1,074 3,607
24,368 21,674

“EZLEFE BRERERARAT
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21.

22.

For the year ended 31 March 2007

ACCOUNTS AND BILLS RECEIVABLES 21. BRERRRREE
The Group’s trading terms with its customers generally have REE-—REXPIIVEEHESTAR
credit terms of up to 60 days and non-interest bearing (except REZBSER (BRETHERMRBRE.
for certain well-established customers having strong financial BRESREREERFZRATPIN
strength, good repayment history and credit worthiness, where HEBHTERAIEI20R) -2 K ERE
the credit terms are extended to 90 to 120 days). Overdue [ 1 7E HA i 51 80 B A4S e o B A DA B st )R
balances are reviewed regularly by senior management. In view REE 7 BUIRREZER P RREZ TR 2
of the aforementioned and the fact that the Group’s accounts BEP MU EERNEFR 2EHARR-
receivable relate to a large number of diversified customers,
there is no significant concentration of credit risk.
An aged analysis of the Group’s accounts and bills receivables REER REZAFECEBERER
as at the balance sheet date, based on the invoice date, is as BERE DT
follows:
GROUP
AEE
2007 2006
HK$°000 HK$'000
—EEts —TEAA
FET FHET
Within 30 days 30BIA 21,973 22,184
31 to 60 days 31HZE60H 2 11,733 9,738
61 to 90 days 618 E90R 7 i 11,635 4,321
Over 90 days 90R A & 3,382 2,358
48,723 38,601
The carrying amounts of the Group’s accounts and bills REBERERRZRCRABEREAT
receivables approximate to their fair values. BEEMEE-
PLEDGED DEPOSITS 22. BEEAER

The Group’s bank deposits of HK$8,370,000 as at 31 March
2007 (2006: HK$5,688,000) were pledged for trust receipt
loans and other short term trade financing facilities granted to
the Group (note 26). The carrying amounts of the pledged

deposits approximate to their fair values.

Bestway International Holdings Limited Annual Report 2007
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For the year ended 31 March 2007

CASH AND BANK BALANCES 23. BERBITER
GROUP COMPANY
REE NN
2007 2006 2007 2006
HK$'000 HK$000 HK$'000 HK$'000
—BBLE | ZTTAE | ZBBLE | ZTITRE
FET FHET FET FHET
Cash and bank balances BERBITER 35,233 14,200 20,702 76

As at 31 March 2007, the cash and bank balances of the
Group denominated in Renminbi (“RMB”) amounted to
approximately HK$906,000 (2006: HK$1,636,000). RMB is not
freely convertible into other currencies, however, under the
PRC’s Foreign Exchange Control Regulations and Administration
of Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign

exchange business.

Cash at banks earns interest at floating rates based on daily
bank deposit rates. The carrying amounts of the cash and

bank balances approximate to their fair values.

RZEZTEF=ZA=+—H AEEU
AR (TARE])JIEBEZH € RIRT
#8245 906,0008 L (Z T T X F:
1,636,000/ 7T) - AR A B B HEBRE
fh E W o AT - ARIBRBISNE B KRR E
BEEE - DERYNINEER NEBEEHE
BRRBTETINEEB ZRITEAREH
BRAEEMER.

RITRESBRURTEMNERINEREES
FEA BRI S R e RIRTT A8 2 BR
HEREAFEEMRSE-

“EZLEFE BRERERARAT
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24. ASSETS CLASSIFIED AS HELD FOR SALE 24. AHHEERE
2007 2006
HK$'000 HK$'000
—EELE B L
FET F#& T
At the beginning of year R F ) - =
Transfer from property, plant BYE - BERREEA

and equipment (note 14) (Ft3E14) 2,820 =
At the end of year RER 2,820 -
In January 2007, the Group entered into a sale and purchase RZZTZLF— R AEEFTVEB B

agreement to dispose of certain machines. The disposal will be 55

completed in July 2007, in which the beneficial ownership will

be passed to the acquirer.

25. ACCOUNTS PAYABLES 25.

An aged analysis of the accounts payables as at the balance

sheet date, based on the invoice date, is as follows:

REER REZBHFEZRMNKREAERK

2007 2006

HK$'000 HK$'000

CE Y —BEAE

FET FET

Within 30 days 30H A 13,113 5,803
31 to 60 days 31B =608 2 6,894 3,843
61 to 90 days 61HZE90H 2 4 7,861 4,058
Over 90 days 90H KA E 5,714 3,526
33,582 17,230

The carrying amounts of the Group’s accounts payables

approximate to their fair values.

104 Bestway International Holdings Limited Annual Report 2007
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INTEREST-BEARING BANK AND OTHER 26. FFEZBRITREMEE
BORROWINGS
Group
AEE
Effective 2007 2006
interest rate Maturity HK$'000 HK$'000
BEAE Ep-i R =] —EELF ZEEREF
FTERT F# T
Current
B H#A
Finance lease payables (note 27) 9% 2008 167 153

BE A RS FOR (KT 27)

Bank loans — secured Us dollar 2007 19,707 13,251
IRITER —FHEMA best lending
rate minus 1.25%
ETREBER

R H1.25%

6% 2007 20,246 19,231

Other borrowings — secured 12% 2008 2,633 -
HifEE —HFEA
Other borrowings — unsecured 6% On demand 546 4,301
Hif5E — mEA R U s (8 18

43,299 36,936
Non-current
Ik B &
Finance lease payables (note 27) 9% 2009 - 2010 448 637
Bh & M 4 FE < 5k IB (B &E 27)
Other borrowings — secured 12% 2009 10,123 12,117
HifEE —BFEA

10,571 12,754

53,870 49,690

—EEiEsE EREBZRERAT 105
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26. INTEREST-BEARING BANK AND OTHER 26.

BORROWINGS (Continued)

For the year ended 31 March 2007

FFEZRITREMEE @)

GROUP
rEH
2007 2006
HK$'000 HK$'000
S —TEAE
FET F#& T
Analysed into: oA
Bank loans repayable: AR TFIRBAEREZRITER
Within one year or on demand R—F R E R EE 39,953 32,482
Other borrowings repayable: ARTHRBERZEMEE
Within one year or on demand R—F AR R EE 3,179 4,301
In the second year REZF 10,123 -
In the third to fifth years, inclusive REZZERF (BEEREMF) - 12,117
13,302 16,418
Finance lease payables: AR THREBER 2MERLD:
Within one year or on demand R—FAINEHRERER 167 153
In the second year RE—&F 182 167
In the third to fifth years, inclusive REZZFAF (BEEENTF) 266 470
615 790
53,870 49,690

As at 31 March 2007, the Group’s bank and other borrowings

were secured by:

(i) A pledge of the Group’s time deposits amounting to
HK$8,370,000 (2006: HK$5,688,000) (note 22);

(ii) A legal charge on the Land and the Building. The net

book values of the Land and the Building were
approximately HK$4,064,000 (2006: HK$4,186,000) and
HK$7,110,000 as at 31 March 2007, respectively (notes

15 and 14); and

Bestway International Holdings Limited Annual Report 2007
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(i)

&/ﬁf fEE

BALE=A=+—H FEHZR
2 Jh i T 5B TR E R AR

XEB2EERBEBHEFX
8,370,000 L (Z B ZT XN &F:
5,688,000/ 7t) (F¥7E22)

THREFZEEE Mo Z IR
EFR-_TTLF=A=+—H
Z BREFED B4 /54,064,000
L (ZZZ /5% 14,186,000/ )
7,111,000 7C (HEE15%14)
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INTEREST-BEARING BANK AND OTHER
BORROWINGS (Continued)

(iii)

(iv)

Unlimited joint and several personal guarantees executed
by a director and his spouse to the extent of
HK$19,707,000, for a bank loan granted to the Group
in the amount of HK$7,110,000 as at 31 March 2007
(2006: HK$13,251,000).

Unlimited joint and several corporate guarantee
executed by a subsidiary and personal guarantee
executed by a director to the extent of HK$20,246,000
for a bank loan granted to the Group in the amount of
HK$20,246,000 as at 31 March 2007 (2006:
HK$19,231,000).

The carrying amounts of the Group’s current and non-current

borrowings approximate to their fair values.

FINANCE LEASE PAYABLES

The Group leases a motor vehicle for its business operations.

The lease was classified as a finance lease and had a remaining

lease term of four years.

26.

27.

For the year ended 31 March 2007

SFTEZRITRAEMEE @)

(iii)

(iv)

—REERERBAEIZER
EHBEBRBILIBEAERA
19,707,000 70 AREEBR =T
+tF=ZA=+T—"BHEET
7,110,000 T ( ZZFE A F
13,251,000% 7T) 2 RITEK;

—HRBARIR —RBEEMET
ZEBRERRRELEAZRE
20,246,000 T NREER T E
+tFEF=ZA=F+T—"HEERT
20,246,000 7T ( —ZFZE R F

AEBEZ AR IFBNHEE 2 R (EEE
N EERESE

BMEHENYENRE

ARERE—WAEELBEERR R
SROFIARERLG T2 REHAN

Fo

“EZLEFE BRERERARAT
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27. FINANCE LEASE PAYABLES (continued) 27. BMEENYEMSRE @)
At 31 March 2007, the total future minimum lease payments RZZEZLF=RA=+—H REMEH
under finance leases and their present values were as follows: Nz RAREZDBERNRBLERARAE
U
GROUP rEH
Minimum Present value of
lease payments minimum lease payments
BLHEARE BAOHEAREBEZRE
2007 2006 2007 2006
HK$'000 HK$'000 HK$'000 HK$'000
—®RBLE | -TTAF | —BBLE| —TTAF
FET FHET FET FHETT
Amounts payable: AR T Hﬂ MERZ
J& 1~ 5%
Within on year *EW 219 219 167 153
In the second year REZF 219 219 182 167
In the third to fifth years, RE=ZZEFRF
inclusive (BHEEEME) 329 546 266 470
767 984 615 790
Future finance charges HEMBZ S (152) (194) - =
615 790 615 790
Portion classified as current WERBBREZ
liabilities (note 26) B1p (BizE 26) (167) (153)
Non-current portion (note 26) JIESERB BB
1y (B =E 26) 448 637
28. PROVISION 28. Bi&

The Group provides for the probable future long service
payments expected to be made to employees under the Hong

Kong Employment Ordinance, as further explained under the

AEBEREBEEEERBHROIGEN AR
XMEEZRBRBSELBE FRH
ERMEmRMEIMEERFN ] —RE

heading “Employee benefits” in note 3 to the financial it o & 81575,0008 70 (| Z TN F -

statements. The provision for long service payments of
HK$575,000 (2006: HK$575,000) is based on the best estimate

N ‘n]]n

=N

of the probable future payments which have been earned by
the employees from their services to the Group to the balance
sheet date.

Bestway International Holdings Limited Annual Report 2007
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29.

CONVERTIBLE BONDS

On June 23, 2005, the convertible bonds with principal amount
of HK$50,415,000 which bore interest at 1.5% per annum
and due on 19 September 2009 issued by the Company in
2002 (the “1.5% CBs"”) were converted into 252,073,520
ordinary shares of HK$0.01 each in the Company at a

conversion price of HK$0.2.

The fair values of the liability components of the 1.5% CBs
was estimated at the issuance dates using equivalent market
interest rates for similar convertible bonds without conversion
portions. The residual amounts are assigned as the equity

component and are included in shareholders’ equity.

The net proceeds received from the issue of the 1.5% CBs has
been split between the liability and the equity components, as

follows:

For the year ended 31 March 2007

R A 2

T ZF 7L A50,415,000%8 70 2 A
KREH ([15%RKESR]) FEA
15%BER=_FZNFANATNLBREHZ
ARBREHFEZLERE2B TERA
252,073,520 R AR EE0.018 T 2 & il

e

RZETRFAAZ+=ZH ARARRZ
z
a7

%
L

RETHE AT ENE X RENREES
WA TSH RGET1.5% T BRESE
EHONATE MEBESREADE AR
wmab ) Wt ABR R & o

L

BIT15% A MR ESAEFRIBFED D
RABERERAOHET:

2007 2006
HK$’000 HK$'000
—EETLHF ZEEREF
FHRR Fb

Nominal values of the convertible RIOA—BBEZETAIB®RRK
bonds in issue at 1 April — 1.5% CBs BEHFEE—1.5%0 B ES - 50,415
- 50,415
Equity components # a5 B - (14,130)
Interest expenses in prior years NEFEEMNERXE - 6,320
Interests paid in prior years NEFEERMZFE - (1,913)
Liability components at 1 April REUA—HZABEY - 40,692
Interest expense for the year REFZF SR - 439
Conversion of 1.5% CBs in the year REFZEM 5% RRES - (41,131)
Liability components at 31 March ZA=+—HZBEHH - -

CETLEFE BRERERAR2
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30. SHARE CAPITAL 30. BA
Number Nominal
of shares value
RO EE H{E
‘000 HK$'000
F i FHET
Authorised: ETE
At 1 April 2005 and 1 April 2006 RZZETRFMNA—BR
Ordinary shares of HK$0.01 each —EERFMA—H
TRKREREMEOIEBT 24,000,000 240,000
Capital reduction (note a) A& A B (FSsEa) - (120,000)
Share consolidation (note b) &1n& of (Mt sEDb) (22,800,000) =
At 31 March 2007 R-ZBETZLF=A=+—H
Ordinary shares of HK$0.1 each TRREREMBEC 1AL 1,200,000 120,000
Issued and fully paid: BERETEBERS:
At 1 April 2005 —EERFMA—H
Ordinary shares of HK$0.01 each LTBEREREEO.0E T 4,211,200 42,112
Increase during the year AN 20 934,074 9,341
At 1 April 2006 R-_ZTXEWNA—H 5,145,274 51,453
Capital reduction (note a) B A HI R (M 3Ea) - (25,726)
Share consolidation (note b) f& fh & B (K 5Eb) (4,888,010) =
Right issue (note b) AR B 1T (MY sEDb) 128,632 12,863
At 31 March 2007 R_ZEZEL+FE=H=+—H
Ordinary shares of HK$0.1 each TRREREMBECIET 385,896 38,590

Bestway International Holdings Limited Annual Report 2007




30.

B 75 R R Y RE

Notes to the Financial Statements

HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

SHARE CAPITAL (continued)

During the year, the following changes in the share capital of

the Company (the “Capital Reorganisation”) took place:

(a)

Pursuant to a special resolution at the special general
meeting of the Company held in 14 December 2006,

the shareholders approve the following:

The proposed capital reduction, (i) the issued
share capital of the Company had reduced by
HK$0.005 per existing share by canceling an
equivalent amount of paid-up capital per existing
share so that the nominal value of each existing
share in issue had been reduced from HK$0.01
to HK$0.005 and (ii) the nominal value of all
the unissued shares of the Company be reduced
from HK$0.01 to HK$0.005 each so that
the authorised share capital of the Company
had been reduced from HK$240,000,000 to
HK$120,000,000.

Immediately following the capital reduction, the
share consolidation was implemented whereby
every 20 issued and unissued shares of HK$0.005
each had consolidated into one consolidated
share of HK$0.10.

30. BRA (@)

REEZ ARBZRAKRE([IRAEAE])
BHEWMT:

@ RER-FEAF+-ATMA
24 BB A IR B 2 5 5
REEMT

— BIBRDRRAE (VAR AR
BITRATEREBERSD
15 8198 0.005% 7t 5 R B
FRTHEERRNERNE
AeBsEHRAN KR
EETHRAERND ZEBEH
0.017 LBl 2£0.005%8 7T
KNG AR BT A R ELT
f& 5 2 E{EH0.017% 7T Hl
MZE0.005% T ALt A4
Al ZEERXKXE B
240,000,000 T & 2 =
120,000,000 7T °

= SREHR R AR EETRG
A0t BRI 20 SRR EE
0.005% T 2 B BT R AR E
TRHhEHAE—BREE
0.10% T2 & fHixfH °

“EZLEFE BRERERARAT
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30. SHARE CAPITAL (continued)

- After the capital reorganisation taking effect and
on the basis that the Company does not allot
and issue any further existing shares prior
thereto, the authorised share capital of the
Company shall be reduced to HK$120,000,000
comprising 1,200,000,000 consolidated shares,
but of which 257,263,676 consolidated shares
only were in issue. The consolidated shares
ranked pari passu in all respects with each other.
On the basis of 5,145,273,520 existing shares in
issue, a credit of approximately HK$25.7 million
arose arise from the capital reduction. Such
amount had been credited to the contributed
surplus account of the Company which had been
used to eliminate part of the accumulated deficits
of the Company with effect from the effective
date.

(b) On 23rd March 2007, the Company had raised HK$19.6
million after expenses by way of rights issue of
128,631,838 Right Shares at a price of HK$0.16 per
Right Share on the basis of one Right Share for every
two existing Shares. The issued share capital are
385,895,514 shares following the completion of the
Rights Issue.

Bestway International Holdings Limited Annual Report 2007

30. BA )

= RABHERE  AABR
P& 7 25 48 A 3 R — P D
BRETEMNRBRSG A
BEA - RRABZEERAKNK
Bl 58 = 120,000,000/ 7t
1 1,200,000,000/% & Hf i%
fp 4 - M H P E
257,263,676 & HHIR D A
EBET-aHRMDENER
EHZERSEEZD &
5,145,273,5200% 2 31718
B IR EE2E - BRI AR AN
EE 4 4925,700,0005 T 2
Er#ER - BESEBENE
HBHETARARZE
HRBRHAREK ARAEEEARD
Al #10 REHEAL -

RIZBZLF=R-+=B"FR
AIEBUERECI16E TEFEAR
MARIR A D AT R — IREE AR 5
X % 17128,631,838/ % & A
% 5% 19,600,0007% JT > Z B (A%
FEAK 18 - 31T 205 385,895,514
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SHARE OPTION SCHEME

The share option scheme for the employees and executive
directors of the Company and its subsidiaries which was
adopted at a special general meeting of the shareholders of
the Company held on 13 September 1995 was terminated at
the annual general meeting of the Company held on 19 August
2003. At the same annual general meeting, a new share option
scheme, details of which appeared in a circular to shareholders
of 25 July 2003, was approved. On 25 September 2006, the
Company has granted an employee share options to executive/
non-executive directors and employees at subscription price of
HK$0.035 per share at a total of 281,000,000 shares options,
represent 5.46% of the existing issued share capital of the
Company and approximately 5.18% of the issued share capital
of the Company as enlarged by the exercise of all options by
the executive/non-executive directors and employees, which
was determined by the Board of Directors of the Company
pursuant to the Share Option Scheme adopted by the
shareholders of the Company on 19 August 2003 and the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited, exercisable at any time during the period
from 25 September 2006 to 24 March 2008 (the “Option

Period”), both days inclusive, on the following conditions:

Option period

For the year ended 31 March 2007

31. BEBRAESTE

RARER—AARAFAAT=BET2
BERENAE EARNAAREWNBEATZ
BERWITESHEM—ERKRETS M
BHHEER=_TET=F N \ATLBET
ZADNARBRRBAFREG LKRIE-FER—K
RIEFARE L ERET S B
ER —_ETE=FL+A-_+HHBBREZE
KR —EERNFALA-+HB  AQaA
BR%0.0358 T 2 RBERIAITIENIT
EEREERETREELE A H
281,000,00017 B i #E (5 AR AR B E &
TR AN5.46% R AN R BIAE 1T, FEHITE
EREETEMEBREEANE 2 BT
PRAKI5.18% - BRABRIER AR AIES
EREBERAARBRER=_TE=FNA+A
HRMZEREAEREBHERZHME
RARIzER EMANKE WAIR_-F
ERFENA+THEHEZE-_ZTTZNF=A=
+HB (BEEEMA) LA ([FERE
M) ABERTE  HITEEGOT:

Conditions

BB R4

25 September 2006 to 24 June 2007 -
ZEERNFNAZTREAEZSEELF AT IA

50% of the Option (“First Exercisable Option”)
can be exercised within this period.

ATRA B BRI 1T E50% B Mk i ([ Rt eI 1T B
Rt )

No transfer of the exercised shares can be
effected until after 24 June 2007.
BITEROBEZE_ZEZ+FNATHBERZAGA
=

Any outstanding portion of the First Exercisable
Option will lapse after 24 June 2007.

BRCATIT R AR AE 2 A M RATEBOENR T
SLHENAZTEABKRK

“EZLEFE BRERERARAT
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HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

31. SHARE OPTION SCHEME (continued)

Option period
B IR 1 S

31. BRESTSE @

Conditions

R AF

25 June 2007 to 24 March 2008
R FERNA-+HEBE-_ZEEN\F=HA_-+WNH

Bestway International Holdings Limited Annual Report 2007

Remaining 50% of the Option (“Second
Exercisable Option”) can be exercised.
A{TEER T50%BERE ([E_HATFEER
1)

Exercised shares in respect of 50% of the Second
Exercisable Option cannot be transferred until
after 24 October 2007.

50%F —HATTEERECETERNEZE-Z
TrETAZTEOBEFIEE:

Exercised shares in respect of the remaining 50%
of the Second Exercisable Option cannot be
transferred until after 24 March 2008.

R T50%5E —HAfTRERELETERHOHER
TR NF=ATEOBEAAEE:.

Any outstanding portion of the Second
Exercisable Option will lapse after 24 March
2008.

58 BERTAT R Bl AR 2 AR AT i AR AT SR BB D M 0 =
T )N\F=ZA =+ HEBKRK
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SHARE OPTION SCHEME (continued)

The closing price of the Share immediately before the date on
which the share options were granted was HK$0.035 and the
average closing price of the latest five trading days before the
granted date was HK$0.0344.

The Company adopts the Black-Scholes OPM model to estimate
the value of a share option. The fair value of share options
was valued by an independent valuer namely as LCH (Asia-

Pacific) Surveyors Limited.

The fair value of the share options granted on 25 September
2006 was approximately HK$3,597,000 according to the Black-
Scholes OPM model with the following parameters, and is

expenses over the respective vesting periods:

- Risk free interest rate per annum is 3.56% for the First
Exercisable Option, 3.6% for 50% of the Second
Exercisable Option and 3.62% for the remaining 50%
of the Second Exercisable Option respectively (being the
yield of 1 and 2 years HKMA exchange fund note/bill

quoted at the date of valuation).

- Expected volatility is 100.45% per annum (being the
Company’s 180 days historical share prices before the

date of valuation generated from Bloomberg).

- Indicated Option Value (HK$ per share) is 0.0113 for
the First Exercisable Option, 0.0133 for 50% of the
Second Exercisable Option and 0.0153 for the remaining

50% of the Second Exercisable Option respectively.

31.

For the year ended 31 March 2007

B RERE )

BROEEEBERERL B ZKTES
0.0358 0 MERHBHIRERERS
A2z ¥R MmER0.0344F T o

ARERAANR—SF AT HEEERR
HEtBRE s BE-BREZ A FERS
SR ERAMEBETREMBR AR GE.

BER AT - SFRATAEEERARAT
Y RZETRFAAZTREAREZ
B2 A ER A3,597,0008 T W
HEEBEX:

- BRI AT AR E - 50% .2 8 —#t
AT RE R T50% 2 % =
HE AT AT (0 8 AR 2 SRR f A 3R &
A AEFF3.56% 3.6%%3.62%
(BNAA 5B B BASR (B 2 — F B R A
FHEESERINEESER
BEH 2 WamE) o

= TEH R IR A EH100.45% (BN 18
Pt ffa A 2 R A& 1E B B3 AT 2 180
BESRE) -

- BRI TTERE AR AE - 50% 2 % — it
A fT{E M AR 7 R 87 T 50%.2 8
“HATEBRE ZETBER
f#EE (BB 25)780.0113 »
0.0133%0.0153 °

“EZLEFE BRERERARAT

115



116

B 5 ¥R AR BT R

Notes to the Financial Statements
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31.

SHARE OPTION SCHEME (continued)

Share Options will be exercised once transfer of shares

is permitted.

Dividend yield: assume no dividend in the valuation
(according to the past 3 year's financial data for equity

securities of the Company).

As at 24 June 2007, no share option was exercised and the

first exercisable options have been lapsed.

On 14 December 2006, the Company passed a resolution of
Capital Reorganisation by the shareholders at the special general

meeting involving:

the capital reduction involves a reduction in the nominal
value of each existing share in issued and unissued of
HK$0.01 to HK$0.005;

the share consolidation were be implemented whereby
20 existing shares of HK$0.005 each in the issued or
unissued share capital of the Company resulting from
the capital reduction will be consolidated into one
consolidated Share of HK$0.10. As a result, the share
options subscription price need to be consolidated at
HK$0.70 per share at 15 December 2006.

Bestway International Holdings Limited Annual Report 2007

31.

B RESE )

= R RFEER DR B RN AT 1T

.

= BERBREETLERS (REAR

ARRABRAEHRBE=F 2WHH
’®) e

RBEE-_ZETLFARA- WAL F—
HBBRERAWITEMB B KL

N=FEAET-A+NE AAARSE
AR R BIAR BB —ER A BAR R
EHRPR:

= BB B A 38 e 1 B BB 1T RoR

BTHARMDZEERONET
B35 2 0.0058 7T ©

- BETzROHE&M B RAFE
BATSH R BATRA R B R A HR
FRE. 2 520 B KR EE0.005%
TRERNDEAEH A —KREAE
0.10%8 T2 & fHig D E it - BBAR
ERBEEAR-_ZZTFEF+=A
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SHARE OPTION SCHEME (continued) 31. BREE @)
Number of
Share Options Subscription Option Period
to be offered  Price per Share Commencing Expiring
RIzBEREZE SRABE MR R
Executive Director
HITES
Mr. Tang Kuan Chien 140,000 HK$0.70  25th Sept 2006 24th Mar 2008
EERELE 070 Z—ZEEXNFAA=-T+HBE Z—ZTENF=A=+WH
Mr. Tang Wei Lun 140,000 HK$0.70 25th Sept 2006 24th Mar 2008
EEMmEE 070 Z—ZEEXNFAA=-+HBE Z—ZTENF=A=+WH
Mr. Lam Chi Yin Henry 140,000 HK$0.70  25th Sept 2006 24th Mar 2008
MERFE 070 Z—ZEEXNFAA=-F+HBE Z—ZTEENF=A=+WAH
Mr. Cheung Ming Leung Denver' 140,000 HK$0.70  25th Sept 2006 24th Mar 2008
REAR &4 070 Z—ZZEEXNFAA=-T+HBE Z—ZTENF=A=+WH
Non-executive Director
BYHITES
Mr. Hung Shean-I 140,000 HK$0.70  25th Sept 2006 24th Mar 2008
ME KL 07087 Z—TERENAZT+HEH Z—ETN\F=A=+WH
Mr. Wong Nai Ping 140,000 HK$0.70  25th Sept 2006 24th Mar 2008
BN EEE 070 Z—EEAFAAZ+HH Z—EZENF=FA=-+WEH
Mr. Au Kwok Yee Benjamin 140,000 HK$0.70  25th Sept 2006 24th Mar 2008
(ENGIE s 07087 Z—ZTEREFANAZ+HEH ZETZN\F=A=+WEH
Other employees 13,070,000 HK$0.70  25th Sept 2006 24th Mar 2008
Hitifg g 07087t ZTEERFAAZ+RBE ZZEZENF=AZ+WEH
Sub-total (B) 14,050,000
e
Note: Bt & -
1. Resigned on 27th June 2007. 1. RZZEZELFNAZ+EHEE
RESERVES 32. &%
(a) GROUP (a) A&EH
The amounts of the Group’s reserves and the movements REBZFEREREFARRBAE
therein for the current and prior years are presented in FEEH e HEEHNGAER
the consolidated statement of changes in equity. BEIRA-
The contributed surplus of the Group arose as a result AEECERRBARNEEBR —
of the Group reorganisation prior to its public listing on MWNEF+A-HBAR EMAT#
2 October 1995 and represents the difference between TEBEEAMES  HHRERBE
the nominal value of the shares of the former holding 7N 5 B & A T U S &R B R R
company of the Group acquired pursuant to the Group AR ZRAEE - TR E 7Z RIS
reorganisation, over the nominal value of the shares of 1T 2 N2 R RANEE % FT1S
the Company issued in exchange therefor. ZHe

—EEiEsE BREBSRERAT 117
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32. RESERVES (continued)

For the year ended 31 March 2007

32. &% @)

(a) GROUP (continued) (a) AK£B @)
Share-based payment reserve represent the fair value Dtz ZBFEERE A E
of employee services estimated to be received in BRNEEREHRREMSRSE SR
exchange for the grant of the relevant options over the BEEEEREs AT E-FEE
relevant vesting periods, the total of which is based on BOREBEAEREER 2 ATE
the fair value of the options at grant date. The amount AE-SHRz BB HEAT
for each period is determined by spreading the fair value BEREHEGSBEHAB (nE) &5
of the options over the relevant vesting periods (if any) FE-WHERAE KA RIEER
and is recognised as staff costs and related expenses X AR A 2 SRIE 4 AR
with a corresponding increase in the share-based JESE N -
payment reserve.
(b) COMPANY (b) A2nTF
Share
premium Contributed Share-based Accumulated
account surplus payment losses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B’ 3 DR 12
R ER ERRH Xt 2 HRE RitE8 Bt
FAT FHET FHET FHET FHET
At 1 April 2005 RZZTZTRF
mA—H 188,386 159,393 - (403,554) (55,775)
Issue of new shares BOHRM 20,460 - - - 20,460
Share issue expenses TR {7 F X (273) = = = (273)
Conversion of RBABRRES
convertible bonds 52,740 - - - 52,740
Reduction of share HIRLBR 1 ' 1B AR
premium account (254,421) - - 254,421 -
Loss for the year FAEE - - - (5,562) (5,562)
At 1 April 2006 RZTERF
mA—H 6,892 159,393 - (154,695) 11,590
Capital reduction R A B
(note 30) (P #E30) - - - 25,726 25,726
Share option (note 31) B (Mf531) - = 1,785 = 1,785
Rights issue (note 30) %17 (Pii3£30) 7,718 = = = 7,718
Loss for the year FRNER - - - (3,667) (3,667)
At 31 March 2007 RZTELF
=B=+—H 14,610 159,393 1,785 (132,636) 43,152

Bestway International Holdings Limited Annual Report 2007
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32. RESERVES (continued)

(b)

COMPANY (Continued)

The contributed surplus of the Company arose as a
result of the Group reorganisation referred to in note
32(a), and represents the excess of the then combined
net assets of the subsidiaries acquired, over the nominal
value of the share capital of the Company issued in

exchange therefor.

Share-based payment reserve referred to 32(a) represent
the fair value of employees services estimated to be
received in exchange for the grant of the relevant vesting

periods.

33. NOTES TO THE CONSOLIDATED CASH
FLOW STATEMENT

(a)

During the year, the Group disposed of its entire
interests in Luen Fat Hong Investment Limited, Champion
City Limited and Full Happy Limited at a consideration
of HK$4,040,000. The net assets of the disposed
subsidiaries at the date of disposal are summarised as

follows:

For the year ended 31 March 2007

32. f@&f&E @

(b)

KAF (#)

ARARZEHBRTIAME32()
Ptz =B EAETSITEL I8
F R IR IR 2 [ B 2~ B E B R &R
ZEHEERE HREZREE
T2 ARBRANEER TS
ERe

I K5 32(a) BT 3t 0 BABRLA5 214 2 3
TE 95 1 R L P 8 2
52 4 AR 75 B S B I A 2 2
FlE

33. BERBBRME

RNEBRFE M, 544,040,000 7T
! & Luen Fat Hong Investment
Limited + Champion City Limited }2
EXERARIZFEER HIEE
ZHBRARFEENEER 2R
RN

HK$'000
FAT

Net assets disposed of: & & EFE:
Investment in joint venture HEZEHGEZ#E= 3,889
Cash and bank balances Re RRITHEH 4
Other payables and accruals H b FE < BR 3k K FE 5T 5K 1B (26)
Interest-bearing other borrowings HEst BB E (833)
3,034
Gain on disposal of subsidiaries HE—HBARZAF 1,006

Satisfied by: &

Cash consideration received BEReNKE 4,040

“EZLEFE BRERERARAT
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33. NOTES TO THE CONSOLIDATED CASH 33.
FLOW STATEMENT (Continued)

For the year ended 31 March 2007

BERBMKRMEE )

FHRLENBARAZRERER
ReBRBZRAFEIMAOT:

An analysis of the net inflow of cash and cash
equivalents in respect of the disposal of subsidiaries is

as follows:

120

HK$'000
FE&T
Cash consideration received Bl zReNRE 4,040
Cash and bank balances disposed of HEZRITHEE RES (4)
4,036
The subsidiaries disposal did not contribute significantly HEMBAREANEEBFRN 2
to the Group’s revenue and net loss for the current mREEFEERTEE
year.
(b) Major non-cash transactions (b) FEEHFBERS
0) During the year ended 31 March 2006, (i) RE LER 550,415,000 7T

(i)

252,073,520 ordinary shares of HK$0.01 each
in the Company were issued at a price of HK$0.2
per share, amounting to HK$50,415,000 in total,
pursuant to the conversion terms, rights and
conditions of the 1.5% CBs of HK$50,415,000.

During the year ended 31 March 2006, the Group
entered into a finance lease arrangement in
respect of an item of property, plant and
equipment with a capital value at the inception
of the lease of approximately HK$900,000.

Bestway International Holdings Limited Annual Report 2007

(if)

21 5% B EF 2 S
fER 3R - RN R R A AT
ME G A2 R REE
0.0 1)#7.2252,073,520
R AR A A E R0.2)8
TLZBRBIT MEHER
50,415,000/ T °

REBELEZTTRNE=A=
T—HB - AEBER—EY
¥ HEREHBIIZMAENR
Lok RV kol - W
{E#)A900,0007% 7t °
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35.
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HE-—TEt+tF=FA=+—HILEE Forthe year ended 31 March 2007

CONTINGENT LIABILITIES

At the balance sheet date, the Group’s contingent liabilities

not provided for in the financial statements were as follows:

34.

HAREE

REER BB RR A B 2 REB K
BEWT:

2007 2006
HK$'000 HK$000
e L —ETAF
FET F& T
Guarantees of banking facilities granted A& E = FH 2
to independent third parties BITEEER 7,086 7,692
OPERATING LEASE ARRANGEMENTS 35. REBAHORH

The Group leases certain of its office premises, factory premises
and staff quarters under operating lease arrangements. Leases
for premises are negotiated for terms ranging from two to
seven years. The terms of the leases generally require the Group

to pay deposits.

At the balance sheet date, the Group had total future minimum

lease payments under non-cancellable operating leases falling

AEBERBEERANRHFERENAEY

X IBMERBIEE - RYEHEQ M
BEEZHOMNFMELF-HLY ZEK
—RERKAEEX RS-

REER REASEREIATRHELSE
BHAOTMR T BRI BEN 2 RRK DR

due as follows: RABEEIN T
2007 2006
HK$'000 HK$'000
e L =TT L
FET FA&T
Within one year —F KN 3,605 1,620
In the second to fifth years, inclusive RE_ZEFERF
(BREEERME) 1,566 3,116
5,171 4,736

“EZLEFE BRERERARAT

121



122

B 5 ¥R AR BT R

Notes to the Financial Statements

HE—_ZEtF=-F=1—-HILFE

36. COMMITMENTS

In addition to the operating lease commitments detailed in

note 35 above, the Group had the following commitments at

the balance sheet date:

For the year ended 31 March 2007

36. HIE

B b SCHERE 35 Pl iR S A AV AR SN R

]

REEHAE TR

GROUP COMPANY
TEE AT
2007 2006 2007 2006
Notes HK$'000 HK$'000 HK$'000 HK$'000
—eELE | -FTAE | -BEBLE | -TIAA
Bt & FTERT FHET FET FAT
Contracted, but not DRI #BRIEH
provided for:
Capital contribution to M B AR EARER
a subsidiary (a) 10,854 22,017 - -
Prepaid lease payments EEERE (b) 8,853 8,409 - -
Acquisition of an equity W — & A &
interest in a company 2R (c) - 120,000 - =
Construction of a B A B R B
production plant 3,374 - - =
23,081 150,426 - -
Authorised, but not EREERETA:
contracted for:
Construction of a B A E B
production plant - 18,000 - 18,000
23,081 168,426 - 18,000

Bestway International Holdings Limited Annual Report 2007
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36. COMMITMENTS (continued)

(a)

(©)

A contracted commitment was in respect of capital
contribution to a subsidiary (the “Subsidiary”) operating
in Mainland China amounting to US$1,390,000
(equivalent to approximately HK$10,854,000) at 31
March 2007, which was due for payment in June 2004.
Directors of the Company intend to contribute the
remaining capital to the subsidiary within 12 months

after the balance sheet date.

The Group had unprovided commitments of
RMB8,746,000 approximately
HK$8,853,000) in respect of the land premium for a

(equivalent to

parcel of land located in Dongguan, the PRC.

On 13 December 2005, Fullson, a wholly-owned
subsidiary of the Company, entered into a conditional
sale and purchase agreement (the “Agreement”) with
Hebei Cangzhou Chemical Group (the “Vendor”), a joint
stock company with limited liability established in the
PRC, to acquire 12% (50,470,400 state-owned shares,
or the “Sale Shares”) of the existing issued share capital
of Cangzhou Chemical Industrial Co., Ltd. (“Cangzhou
Chemical”), at a maximum cash consideration of
HK$120 million (hereinafter referred to as the
“Acquisition”). The Acquisition constitutes a very
substantial acquisition of the Company under the Listing
Rules. In order to finance the Acquisition, the Company
entered into a conditional placing agreement (the
“Placing Agreement”) with an agent on the same date

(hereinafter referred to as the “Placing”).

For the year ended 31 March 2007

36. &IE (&)

(a)

FER R BERELE ZHE A A
(BRI MEXRERZETA
EER-_ZTEZTLtF=A=+—H
/1,390,000 7T ( MHERK
10,854,000 70) - KIEER =&
ZMFERAEEB-ARRAESEL
REEBZET—EAARAKER
RIAERBRTZER

REBB—RBURPEET ZH
W rTHBEE 2 RABEERER
AR #8,746,0007T (HER 4
8,853,000 7T ) °

W_ZEERF+-_A+=H 42
RE2EEEZMBRRSHER
REXYZ 2BEREEATNILA
MEIEE ([ZEH]) T E KR
Z2EBE W= ([ZimaEl)  AIKE
Cangzhou Chemical Industrial Co.,
Lid. (B ML) BBEEETR
A2 12% (50,470,4000% B & B&
Dok [HERND]) BREKZ
#$120,000,0007% 7T, (LA 184 [ %
WHESEIE]) -z EEERE
FRAMEARR AW IESEEE KL 5 -
REBZWEEIE KRR EARE
AR R B A B RGBS 15
(TEREEHZE]) ( UTHAE
Bl

“EZLEFE BRERERARAT
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HE-ZEZELtF=HA=1+—HIFE For the year ended 31 March 2007

36. COMMITMENTS (continued)

Cangzhou Chemical is established in the PRC as a joint
stock company with limited liability, of which 72.7% of
the issued shares are state-owned, non-freely circulating
shares (the “Non-Circulating Shares”) and the remaining
27.3% of its existing issued shares are currently listed
and traded on The Shanghai Stock Exchange (the
“Circulating A-Shares”). Cangzhou Chemical is
principally engaged in the sale and manufacturing of
chemical materials, the wholesaling and retailing of
plastic products and building materials as well as the

sale and manufacturing of cement.

Pursuant to the Agreement, the Vendor had granted
Fullson an option to further acquire 20,559,600 shares
in Cangzhou Chemical currently held by the Vendor,
representing approximately 4.88% of the existing issued

share capital of Cangzhou Chemical.

The Agreement and the Placing Agreement were duly
approved by the shareholders of the Company at a
special general meeting held on 13 April 2006 (the
“Original Condition Fulfillment Date”). Since some of
the conditions set forth in the Agreement have not
been fulfilled as at the balance sheet date and the
Original Condition Fulfillment Date, the Company has,
at the request of the Vendor, agreed to extend the
Original Condition Fulfilment Date to 13 July 2006.
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36. COMMITMENTS (continued)

Pursuant to the Company’s announcement dated 13
July 2006, certain conditions set forth in the Agreement
have not been fulfilled at the same date and the Vendor
is still in the course of obtaining approvals from the
relevant PRC authorities in relation to the disposal of
the Sale Shares to Fullson. Upon receiving a notice of
request from the Vendor, the directors of the Company
have agreed to further extend the Original Condition
Fulfillment Date to 13 January 2007. (the “Extended

Conditions Fulfilment Date”)

Pursuant to the Company’s announcement dated 13
January 2007, all conditions set forth in the Agreement
have not been fulfilled by the Extended Conditions
Fulfillment Date, the Agreement has automatically

terminated on the same day.

37. RELATED PARTY TRANSACTIONS

(a)

In addition to those transactions and balances disclosed
elsewhere in these financial statements, the Group also
had the following significant transactions with related

parties during the year:

(i) Certain of the Group’s loan facilities were
supported/pledged by personal guarantees
executed by certain directors of the Company
and the spouse of one of the directors of the
Company, as further disclosed in note 26 to the

financial statements.

(ii) In last year, Wealthguard Investment Limited,
being a substantial shareholder of the Company,
waived HK$11,100,000 of the secured term loan.

For the year ended 31 March 2007
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38.

For the year ended 31 March 2007

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise interest-
bearing bank and other borrowings, finance leases, cash and
short term deposits. The Group has various other financial
assets and liabilities such as accounts and bills receivables and
accounts and bills payables, which arise directly from its

operations.

The main risks arising from the Group’s financial instruments
are cash flow interest rate risk, foreign currency risk, liquidity
risk and credit risk. The board of directors reviews and agrees
policies for managing each of these risks and they are

summarised below.

Cash flow interest rate risk

The interest rate of the interest-bearing bank and other
borrowings of the Group are disclosed in note 26 to the
financial statements. Directors of the Company believe its

exposure to cash flow interest rate risk is minimal.

Bestway International Holdings Limited Annual Report 2007
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FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Foreign currency risk

The Group's monetary assets, liabilities and transactions were
principally denominated in Hong Kong dollars (“HKD"), Reminbi
("RMB") and United States Dollars (“USD"). As all of the
Group's production plants are based in the People’s Republic
of China, most wages and salaries and manufacturing overheads
are mainly denominated in RMB. Hence, appreciation of the
RMB against USD during the year had affected the loss of the
Group.

The management has adopted a plan to mitigate the impact
of USD depreciation in relation of RMB by the way of convert

group’s assets in terms of USD in PRC to RMB.
Liquidity risk

The Group maintains a balance between continuity of funding
and flexibility through the use of interest-bearing bank and
other borrowings. The directors of the Company have reviewed
the Group’s working capital and capital expenditure
requirements and determined that the Group has no significant

liquidity risk.
Credit risk

The Group trades only with recognised and creditworthy third
parties. It is the Group’s policy that all customers who wish to
trade on credit terms are subject to credit verification
procedures. In addition, receivables balances are monitored on

an ongoing basis.

Since the Group trades only with recognised and creditworthy

third parties, there is generally no requirement for collateral.

38.

For the year ended 31 March 2007

MEEREEBRRRARE
(%)

SIS L B

AEEZEREERBEIZNET A
RERELREM - HRAEEZBHE
BRIRPEARLRME SAHBHITER
FehkMEERIZUARBREL &
ARBFHEEHAEEBEESERT E-

AEEDRBEHERBEEERTEAR
HAMBEAZETEEERAARE BEM
BEREXIREZZE-

RBESRER

AEBFBFRZBOTREMEE #F
BEeRERRRERE 2R FE AR
AEFERTAKECLEEEREARXY
HBER URRAEELBEEAZRDE
ERE -

FERR

AEBEERAEERANEEEZE=TET
R - AEEGUURETARSGZERP

MR AREERERARBEEZE=
EORS A —RBEATEFTENSE
e

“EZLEFE BRERERARAT

127



128

B 5 ¥R AR BT R

Notes to the Financial Statements

HE—_ZEtF=-F=1—-HILFE

39.

40.

For the year ended 31 March 2007

POST BALANCE SHEET EVENTS

Subsequent to the balance sheet date, other than those
disclosed elsewhere in the financial statements, the following

significant event has taken place:

Subsequent to the balance sheet date, a wholly owned
subsidiary, Dongguan Best Faith Plastic Products Limited (DG
Best Faith) had applied for an increase of registered capital by
US$3,570,000 from US$6,430,000 to US$10,000,000, which
has been approved on 7 June 2007.

Subsequent to the balance sheet date, Dongguan Bestway
Plastic Manufactory (DG Bestway) originally had four production
lines in existing, two of production lines will move to its wholly
owned subsidiary, DG Best Faith located at Shi Shui Kou Villiage,
Qiao Tou Town, Dongguan City. And the remaining of two
production lines in DG Bestway were disposal to a third party
namely as BE MR BIELBTEER A F
consideration price of RMB6,800,000 which has a net book
value of RMB2,785,925. A gain of RMB3,524,075 was arised

at a total

from the disposal after the expense.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for

issue by the board of directors on 18 July 2007.
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