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21. DEFERRED TAXATION

THE GROUP

The following are the major deferred tax (liabilities) assets recognised and movements thereon during 

the current and prior years:

Revaluation

of

properties

Accelerated

tax

depreciation

Tax

losses Others Total

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

At April 1, 2009 (6,219) (5,300) 318 67 (11,134)

Credit (charged) to profit or loss 224 2,248 632 (56) 3,048

At March 31, 2010 (5,995) (3,052) 950 11 (8,086)

Credit (charged) to profit or loss (4,183) 183 (889) (6) (4,895)

At March 31, 2011 (10,178) (2,869) 61 5 (12,981)

For the purpose of presentation in the consolidated statement of financial position, certain deferred 

tax assets and liabilities have been offset. The following is the analysis of the deferred tax balances for 

financial reporting purposes:

March 31,

2011

March 31,

2010

April 1,

2009

HK$’000 HK$’000 HK$’000
 

Deferred tax assets 328 1,184 430

Deferred tax liabilities (13,309) (9,270) (11,564)
 

(12,981) (8,086) (11,134)
 

At March 31, 2011, the Group has unused tax losses of approximately HK$256 million (2010: HK$252 

million) available for offset against future profits. A deferred tax asset has been recognised in respect 

of approximately HK$0.4 million (2010: HK$6 million) of such losses. No deferred tax asset has been 

recognised in respect of the remaining HK$256 million (2010: HK$246 million) due to the unpredictability 

of future profit streams. Included in unrecognised tax losses are losses of approximately HK$154 million 

(2010: HK$159 million) that can be carried forward for five years and losses of approximately HK$63 

million (2010: HK$61 million) that can be carried forward for twenty years. Unrecognised tax losses 

of HK$1 million expired during the last year. Other unrecognised tax losses may be carried forward 

indefinitely.
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21. DEFERRED TAXATION (Continued)

THE COMPANY

Accelerated

tax

depreciation

HK$’000

At April 1, 2009 68

Credit to profit or loss 80

At March 31, 2010 148

Credit to profit or loss 30

At March 31, 2011 178

22. INVENTORIES

THE GROUP

March 31,

2011

March 31,

2010

April 1,

2009

HK$’000 HK$’000 HK$’000
 

Raw materials 45,828 48,245 36,503

Work in progress 72,943 57,649 57,513

Finished goods 56,667 48,142 51,232
 

175,438 154,036 145,248
 

23. TRADE AND OTHER RECEIVABLES

THE GROUP

March 31,

2011

March 31,

2010

April 1,

2009

HK$’000 HK$’000 HK$’000
 

Trade and bills receivables 166,109 176,379 169,286

Deposits, prepayments and other receivables 74,649 69,479 85,330
 

240,758 245,858 254,616
 



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended March 31, 2011

90 TUNGTEX (HOLDINGS) COMPANY LIMITED  ANNUAL REPORT 2011

23. TRADE AND OTHER RECEIVABLES (Continued)

The Group allows a credit period ranging from 30 days to 90 days to its trade customers, with a significant 

portion being 30 days. Included in trade and other receivables are trade and bills receivables, mainly 

denominated in USD, with the following aged analysis presented based on the invoice date at the end 

of the reporting period:

2011 2010

HK$’000 HK$’000
 

Up to 30 days 110,129 108,132

31 – 60 days 30,681 50,112

61 – 90 days 23,640 17,686

More than 90 days 1,659 449
 

166,109 176,379
 

Before accepting any new customer, the Group will assess the potential customer’s credit quality and 

defines its credit limits. Credit sales are made to customers with an appropriate credit history. Credit limits 

attributed to customers and credit terms granted to customers are reviewed regularly. Trade receivables of 

HK$144,113,000 (2010: HK$155,423,000) that are neither past due nor impaired have good credit quality 

with reference to the track records of these customers under internal assessment by the Group.

Included in the Group’s trade and bills receivables balance are debtors with aggregate carrying amount of 

HK$21,996,000 (2010: HK$20,956,000) which are past due as at the reporting date for which the Group 

has not provided for impairment loss, as the Group considers such balance can be recovered based on 

historical experience. The Group does not hold any collateral over these balances.

During the year, the Group discounted certain bill receivables to financial institutions with recourse. 

The Group continues to recognise the full carrying amount of the receivables. At March 31, 2011, the 

carrying amount of the bills discounted is approximately HK$7,096,000 (2010: Nil). The carrying amount 

of the associated liability which represented the cash received from discounted bills (see note 29) is 

approximately HK$7,096,000 (2010: Nil).
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23. TRADE AND OTHER RECEIVABLES (Continued)

The following is an aged analysis of trade and bills receivables which are past due but not impaired, at 

the end of the reporting period:

2011 2010

HK$’000 HK$’000
 

31 – 60 days 9,927 14,876

61 – 90 days 10,410 5,631

More than 90 days 1,659 449
 

21,996 20,956
 

The trade and other receivables that are denominated in currencies other than the functional currencies 

of the relevant group entity are set out below:

THE GROUP THE COMPANY

2011 2010 2011 2010

HK$’000 HK$’000 HK$’000 HK$’000
  

HKD 5,292 4,165 250 350

RMB 44,293 31,933 – –

EUR 3,131 530 – –
  

52,716 36,628 250 350
  

24. BANK BALANCES AND CASH

Bank balances and cash of the Group and of the Company comprises bank balances and cash held by 

the Group and the Company and short-term bank deposits with an original maturity of three months or 

less. The bank deposits carry market interest rates ranging from 0.001% to 1.71% (2010: 0.001% to 

1.77%) per annum.
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24. BANK BALANCES AND CASH (Continued)

The bank balances and cash that are denominated in currencies other than the functional currencies of 

the relevant group entity are set out below:

THE GROUP THE COMPANY

2011 2010 2011 2010

HK$’000 HK$’000 HK$’000 HK$’000
  

HKD 27,927 50,071 4,184 15,067

RMB 24,357 32,399 – –
  

52,284 82,470 4,184 15,067
  

25. ASSET CLASSIFIED AS HELD FOR SALE

The asset classified as held for sale is as follows:

THE GROUP

March 31, 

2011

March 31,

2010

April 1, 

2009

HK$’000 HK$’000 HK$’000
 

Prepaid lease payments – – 351

Property, plant and equipment – – 1,555
 

– – 1,906
 

On December 3, 2008, the Group entered into an agreement with an independent third party for the 

disposal of a piece of land in Malaysia which was held under medium lease, together with a building 

erected thereon for a consideration, net of negligible selling costs, of HK$1,906,000. At March 31, 2009, 

the disposal was still subject to the approval of the relevant government bureau.

The aggregate carrying value of the prepaid lease payments and building amounted to HK$2,798,000 

and an impairment loss of HK$892,000 on asset classified as held for sale was recognised in the profit 

or loss and included in administrative expenses for the year ended March 31, 2009.

The disposal was completed during the year ended March 31, 2010.
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26. TRADE AND OTHER PAYABLES

THE GROUP

March 31,

2011

March 31,

2010

April 1,

2009

HK$’000 HK$’000 HK$’000
 

Trade and bills payables 133,499 142,718 136,892

Other payables and accrued charges 80,329 87,495 97,201
 

213,828 230,213 234,093
 

The aged analysis of the Group’s trade and bills payables presented based on the invoice date at the 

end of the reporting period are as follows:

THE GROUP

2011 2010

HK$’000 HK$’000
 

Up to 30 days 81,822 80,829

31 – 60 days 36,448 40,213

61 – 90 days 13,446 16,738

More than 90 days 1,783 4,938
 

133,499 142,718
 

The average credit period on purchases of goods ranges from 30 to 60 days. The Group has financial 

risk management policies in place to ensure that most of the payables are settled within the credit 

timeframe.

The trade and other payables that are denominated in currencies other than the functional currencies of 

the relevant group entity are set out below:

THE GROUP THE COMPANY

2011 2010 2011 2010

HK$’000 HK$’000 HK$’000 HK$’000
  

HKD 51,154 58,965 841 1,169

RMB 33,609 24,469 – –
  

84,763 83,434 841 1,169
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27. OBLIGATIONS UNDER FINANCE LEASES

THE GROUP

Minimum lease payments

Present value of minimum 

lease payments

March 31,

2011

March 31,

2010

April 1,

2009

March 31,

2011

March 31,

2010

April 1,

2009

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

Amounts payable under 

 finance leases:

Within one year 159 273 300 130 236 275

More than one year but not 

 exceeding two years 39 159 149 31 130 135

More than two years but not 

 exceeding three years – 38 36 – 30 30
 

198 470 485

Less:  Future finance charges (37) (74) (45)
  

Present value of lease obligations 161 396 440 161 396 440
 

Less:  Amount due within one year  

 shown under current liabilities (130) (236) (275)
 

Amount due after one year 31 160 165
 

The Group leases certain of its furniture and fixtures and motor vehicles under finance leases. The average 

lease term is three years. For the year ended March 31, 2011, the effective borrowing rate was 9.58% 

(2010: 9.97%) per annum. Interest rates are fixed at the contract date. All leases are on a fixed repayment 

basis and no arrangements have been entered into for contingent rental payments.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended March 31, 2011

95ANNUAL REPORT 2011  TUNGTEX (HOLDINGS) COMPANY LIMITED

28. DERIVATIVE FINANCIAL INSTRUMENTS

As at March 31, 2011, major terms of outstanding foreign currency forward contracts of the Group were 

as follows:

Notional amount Maturity date Currency conversion

1 contract to buy EUR29,000 May 09, 2011 EUR1: USD1.3985

1 contract to buy EUR12,540 May 30, 2011 EUR1: HKD10.7420

1 contract to sell EUR13,638 November 18, 2011 EUR1: HKD9.6310

8 contracts to sell EUR947,734 in total June 01, 2011 to December 22, 2011 EUR1: USD1.2830 to 1.3920

22 contracts to sell HK$71,000,000 in total April 07, 2011 to March 13, 2012 HKD1: RMB0.8310 to 0.8437

As at March 31, 2011, a fair value loss of HK$756,000 was recognised in the profit or loss. The above 

foreign currency forward contracts were measured at fair value at end of the reporting period, determined 

based on the prices quoted from the counterparty financial institutions with reference to estimated cash 

flows with appropriate yield curve for equivalent instruments as at March 31, 2011.

29. BANK BORROWINGS

THE GROUP

March 31,

2011

March 31,

2010

April 1,

2009

HK$’000 HK$’000 HK$’000
 

Floating-rate borrowings:

 Bank overdrafts – – 181

 Bank loans 27,308 29,572 17,007

 Discounted bills with recourse 7,096 – –

 Trust receipts loans 8,169 – –
 

42,573 29,572 17,188
 

All the bank borrowings of the Group are secured. All the bank borrowings at the end of the reporting 

period are repayable within one year and are included under current liabilities.

The effective interest rate (which is also equal to contracted interest rate) on the Group’s borrowings 

ranged from 1.26% to 6.44% (2010: 4.86% to 5.35%) per annum.
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29. BANK BORROWINGS (Continued)

The bank borrowings that are denominated in currencies other than the functional currencies of the 

relevant group entity are set out below:

THE GROUP

2011 2010

HK$’000 HK$’000
 

RMB 27,308 29,572

EUR 155 –
 

27,463 29,572
 

30. SHARE CAPITAL

Number 

of shares Amount

HK$’000

Authorised:

 Ordinary shares of HK$0.20 each

  At April 1, 2009, March 31, 2010 and March 31, 2011 500,000,000 100,000

Issued and fully paid:

 Ordinary shares of HK$0.20 each

  At April 1, 2009, March 31, 2010 and March 31, 2011 351,731,298 70,346

31. SHARE-BASED PAYMENT TRANSACTIONS

The Company’s share option scheme (the “Scheme”) was adopted pursuant to a resolution passed on 

September 5, 2006 for the primary purpose of attracting and retaining suitable and high-calibre personnel, 

incentivising them to contribute to the future development and growth of the Group and any invested 

entity by sharing in the equity interests of the Company. The scheme will expire on September 4, 2016. 

Under the Scheme, the Board of the Company may grant options to full time employees, including 

executive directors of the Company, its subsidiaries or any invested entity (“Participants”), to subscribe 

for shares in the Company.
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31. SHARE-BASED PAYMENT TRANSACTIONS (Continued)

At March 31, 2011, the number of shares in respect of which options had been granted and remained 

outstanding under the Scheme was 12,800,000 (2010: 13,100,000), representing 3.64% (2010: 3.72%) of 

the shares of the Company in issue at that date. The total number of shares in respect of which options 

may be granted under the Scheme is not permitted to exceed 5% of the shares of the Company in issue 

at any point in time, without prior approval from the Company’s shareholders. The total number of shares 

issued and to be issued upon exercise of the options granted to each Participant (including both exercised 

and outstanding options) in any 12-month period shall not exceed 1% of the total number of shares in 

issue at any point in time, without prior approval from the Company’s shareholders.

The Scheme shall be valid and effective for a period of ten years. The Scheme does not contain any 

minimum period(s) for which an option must be held before it can be exercised. However, at the time of 

grant of the options, the Board may specify any vesting period.

Options granted must be taken up within twenty-eight days of the date of grant upon payment of HK$1 

per grant. The exercise price in respect of any particular option shall be such price as determined by the 

Board at its absolute discretion at the time of the making of the offer but in any case the exercise price 

shall not be lower than the highest of (i) the closing price of the shares as stated in the Stock Exchange’s 

daily quotation sheet on the date of grant, which must be a trading day; (ii) the average closing price of 

the shares as stated in the Stock Exchange’s daily quotation sheets for the five trading days immediately 

preceding the date of grant; and (iii) the nominal value of a share.

The following table discloses the movement of the options under the Scheme held by the directors and 

employees of the Company or the Group and movements in such holdings during the year:

Category Date of grant

Vesting

period Exercisable period

Exercise

price

per share

Number of share options

At

April 1,

2009

Lapsed

during

the year

Reclassified

during

the year

At

March 31,

2010

Lapsed

during

the year

At

March 31,

2011

HK$

Directors November 9, 2006 3 years November 9, 2009 

 – November 8, 2014

1.80 4,000,000 – 2,000,000 6,000,000 – 6,000,000

Employees November 9, 2006 3 years November 9, 2009  

 – November 8, 2014

1.80 9,600,000 (500,000) (2,000,000) 7,100,000 (300,000) 6,800,000

June 8, 2007 3 years June 8, 2010 

 – June 7, 2015

2.08 200,000 (200,000) – – – –

13,800,000 (700,000) – 13,100,000 (300,000) 12,800,000

Exercisable at end of the year 13,100,000 12,800,000

Weighted average exercise price HK$1.80 HK$1.88 N/A HK$1.80 HK$1.80 HK$1.80
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31. SHARE-BASED PAYMENT TRANSACTIONS (Continued)

No options are granted or exercised for the year ended March 31, 2011 and 2010.

The options granted to the above directors and employees were because of their services to the 

Group.

The Company recognised a total expense of HK$94,000 for the year ended March 31, 2010 in relation 

to share options granted by the Company, of which HK$65,000 was related to options granted to the 

Group’s employees, and the remaining balance HK$29,000 was related to options granted to directors 

which has been included in director’s remuneration set out in note 10.

32. RESERVES

Share

premium

Capital

redemption

reserve

Share

option

reserve

Retained

profits Total

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

THE COMPANY

At April 1, 2009 84,880 3,930 588 206,578 295,976

Profit and total comprehensive 

 income for the year – – – 136,943 136,943

Dividends recognised as 

 distribution (note 13) – – – (39,570) (39,570)

Equity-settled share based payments – – 94 – 94

At March 31, 2010 84,880 3,930 682 303,951 393,443

Profit and total comprehensive 

 income for the year – – – 79,978 79,978

Dividends recognised as 

 distribution (note 13) – – – (41,328) (41,328)

At March 31, 2011 84,880 3,930 682 342,601 432,093

33. MAJOR NON-CASH TRANSACTION

During the year ended March 31, 2010, the Group entered into finance lease arrangements in respect of 

assets with a total capital value at the inception of the lease contracts of HK$302,000.
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34. OPERATING LEASES

The Group as lessee

During the year, the Group made minimum lease payments under operating leases of HK$24,360,000 

(2010: HK$24,376,000) in respect of rented premises.

At the end of the reporting period, the Group had commitments for future minimum lease payments under 

non-cancellable operating leases in respect of rented premises, which fall due as follows:

THE GROUP

2011 2010

HK$’000 HK$’000
 

Within one year 19,491 17,740

In second to fifth year inclusive 18,929 27,566
 

38,420 45,306
 

Operating lease payments represent rentals payable by the Group for certain of its office premises, 

factories and retail shops. Leases are negotiated for terms ranging from one to five years and rentals 

are fixed.

The Group as lessor

Property rental income (before outgoings) earned during the year was HK$2,229,000 (2010: HK$1,897,000). 

The properties held have committed tenants for an average term of two years.

At the end of the reporting period, the Group had contracted with tenants for the following future minimum 

lease payments:

THE GROUP

2011 2010

HK$’000 HK$’000
 

Within one year 2,145 1,494

In second to fifth year inclusive 1,169 1,037
 

3,314 2,531
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35. CONTINGENT LIABILITIES

At March 31, 2011, the Company has issued guarantees to banks to secure general banking facilities 

granted to certain subsidiaries to the extent of approximately HK$268 million (2010: HK$285 million) and 

has also issued unlimited guarantees to banks to secure banking facilities granted to the subsidiaries. The 

extent of the above facilities utilised by the subsidiaries at March 31, 2011 amounted to HK$43 million 

(2010: HK$30 million). In the opinion of the directors of the Company, the amount of financial guarantee 

contracts involved is insignificant at initial recognition and end of the reporting periods.

36. PLEDGE OF ASSETS

At the end of the reporting period, the following assets of the Group have been pledged to banks to 

secure general banking facilities granted to the Group:

2011 2010

HK$’000 HK$’000
 

Investment properties 51,603 33,528

Leasehold land 9,149 9,417

Buildings 2,159 2,744
 

37. RETIREMENT BENEFIT SCHEMES

The Group operates the MPF Scheme for all qualifying employees in Hong Kong. The assets of the MPF 

Scheme are held separately from those of the Group, in funds under the control of trustees. The Group 

contributes the lower of 5% of the relevant payroll costs or HK$1,000, for each of the employees every 

month, to the MPF Scheme, which contribution is matched by employees.

The employees in the Company’s subsidiaries in the PRC are members of the state-managed retirement 

benefit scheme operated by the government in the PRC. The subsidiaries in the PRC are required to 

contribute a certain percentage of their payroll to the retirement benefit scheme to fund the benefit. 

The only obligation of the Group with respect to the retirement benefit scheme is to make the required 

contributions under the scheme.

In addition, certain subsidiaries of the Company are required to contribute amounts based on employees’ 

salaries to the retirement benefit scheme as stipulated by relevant local authorities. The employees are 

entitled to the Group’s contributions subject to the regulations of the relevant local authorities.

The total cost charged to profit or loss of HK$9,841,000 (2010: HK$8,730,000) represents contributions 

payable to these schemes by the Group for the year ended March 31, 2011.
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38. CONNECTED AND RELATED PARTIES DISCLOSURES

(a) During the year, details of transactions with connected persons, as defined in Rule 14A.11 of the 

Listing Rules, and related parties are set out as follows:

(i) Connected transactions

2011 2010

HK$’000 HK$’000
 

Fabric print and artwork service expenses paid to 

 Fine Print Studio Inc. (“Fine Print”) 666 1,367
 

Fine Print is wholly owned by Mr. Peter Kan Mui (deceased in 2009), a non-controlling 

shareholder that has significant influence over a subsidiary of the Company, and his 

associates (as defined in the Listing Rules).

(ii) Related party transactions

2011 2010

HK$’000 HK$’000
 

Purchases from the Group’s associate 51,724 41,472
 

(b) The Group and the Company had the following balances with related parties at the end of the 

reporting period:

The Group

At March 31, 2011, amount due from an associate of HK$2,942,000 (2010: HK$1,298,000) for the 

prepayments to the associate under trading nature, which is unsecured, interest-free and repayable 

on demand. None of the amount due from an associate is past due or impaired and this amount 

is considered to be of good quality under the internal assessment by the Group.

The amount due from an associate is denominated in HKD, a foreign currency of a subsidiary of 

the Company with USD as functional currency.

At March 31, 2011, the amount due to a non-controlling shareholder of a subsidiary of 

HK$1,300,000 (2010: HK$4,300,000) is unsecured, bearing interest at Hong Kong Interbank 

Offered Rate plus 1% (2010: 1%) per annum, repayable within one year and denominated in HKD, 

a foreign currency of the subsidiary of the Company with USD as functional currency.
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38. CONNECTED AND RELATED PARTIES DISCLOSURES (Continued)

(b) The Group and the Company had the following balances with related parties at the end of the 

reporting period: (Continued)

The Company

(i) At March 31, 2011, the amounts due from subsidiaries amounted to HK$407,413,000 

(2010: HK$356,547,000). The amounts due from subsidiaries are unsecured and repayable 

on demand. Included in the amount is a balance of HK$80,589,000 (2010: HK$78,852,000) 

which bears interest at Hong Kong Prime Rate and the remaining balances are interest-

free. Before making any advances, the Company will review the potential subsidiary’s 

credit quality and defines its credit limit. Loan receivables are advanced to subsidiaries with 

appropriate credit history. Credit limit attributed to subsidiaries are reviewed regularly.

 At the end of the reporting period, the Company reviews the carrying amounts of the 

amounts due from subsidiaries to determine whether there is any indication that those 

assets have suffered an impairment loss. If the recoverable amount due from a subsidiary 

is estimated to be less than its carrying amount, the carrying amount is reduced to its 

recoverable amount.

 At March 31, 2011 and 2010, all the Company’s amounts due from subsidiaries are neither 

past due nor impaired at the end of the reporting period. The amounts due from subsidiaries 

have good credit quality with reference to the track records of these subsidiaries under 

internal assessment by the Company and a significant amount of balances were recovered 

subsequent to the end of the reporting period. In addition, the Company does not hold any 

collateral over these balances.

(ii) At March 31, 2011, amounts due to subsidiaries of HK$30,179,000 (2010: HK$35,757,000) 

are unsecured, interest-free and repayable on demand.

The amounts due from/to subsidiaries are denominated in HKD, foreign currency of the 

Company.
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38. CONNECTED AND RELATED PARTIES DISCLOSURES (Continued)

(c) Compensation of key management personnel

The remuneration of key management personnel, including amounts paid to the Company’s 

directors as disclosed in note 10 and certain highest paid employees as disclosed in note 11, 

during the year was as follows:

2011 2010

HK$’000 HK$’000
 

Short-term benefits 17,413 18,507

Post-employment benefits (note) 188 108

Share-based payment expense – 35
 

17,601 18,650
 

Note: The amount represents contributions to retirement benefit schemes and has been included in the amount disclosed 

in notes 9 and 37.

The emoluments are determined, among other things, by reference to their duties and 

responsibilities, their experience for the industry, prevailing market conditions and the Group’s 

performance.
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RESULTS

For the year ended March 31,

2007 2008 2009 2010 2011

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

Revenue 2,276,176 2,252,055 2,012,529 1,576,936 1,732,113
 

Profit before tax 156,022 133,038 65,743 22,861 32,913
 

Profit for the year attributable to 

 owners of the Company 89,913 81,233 42,232 21,959 30,119
 

HK cents HK cents HK cents HK cents HK cents

Earnings per share

 – Basic 25.5 23.1 12.0 6.2 8.6
 

 – Diluted 25.5 22.9 12.0 6.2 8.6
 

ASSETS AND LIABILITIES

As at March 31,

2007 2008 2009 2010 2011

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

Total assets 1,031,845 1,069,366 892,319 858,014 843,532

Total liabilities (465,917) (475,940) (305,811) (304,574) (304,141)
 

565,928 593,426 586,508 553,440 539,391
 

Equity attributable to owners 

 of the Company 507,201 531,048 528,599 505,885 494,643

Non-controlling interests 58,727 62,378 57,909 47,555 44,748
 

565,928 593,426 586,508 553,440 539,391
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