


China Eratat Sports Fashion Limited (the “Company”) recognises the importance and is committed to maintaining a high standard 
of corporate governance within the Company’s group of companies (the “Group”).  Good corporate governance establishes and 
maintains a legal and ethical environment, which strives to preserve and enhance the interests of all shareholders.  This report 
describes the Company’s corporate governance practices and structures, with specific reference made to each of the principles of 
the Code of Corporate Governance (the “Code”).  The Board of Directors (the “Board”) believes that the Company is in compliance 
with the Code in all material aspects except where otherwise stated.

(A)	 BOARD MATTERS

Principle 1: The Board’s Conduct of Its Affairs

The Board is primarily responsible for the protection and enhancement of shareholders’ long-term value.  The principal functions 
of the Board include:

•	 approving the Group’s broad policies, strategies, annual operating budgets, major investments and funding decisions;
•	 overseeing the process for evaluating the adequacy of internal controls, risk management, financial reporting and compliance 

and satisfying itself as to the adequacy of such processes;
•	 monitoring management performance; and
•	 assuming responsibility for corporate governance practices.

To further assist in the execution of its responsibilities, the Board has established a number of Board committees which include 
an Audit Committee (“AC”), a Nominating Committee (“NC”) and a Remuneration Committee (“RC”) (collectively, the “Board 
Committees”).  These committees function within clearly defined terms of reference and operating procedures, which are reviewed 
on a regular basis. The effectiveness of each committee is also constantly monitored.

The Board meets on a quarterly basis and whenever necessary to discharge their duties.  The number of meetings held by the 
Board and Board Committees and attendance for the financial year ended 31 March 2010 are summarised in the table below: 

Board  
Meetings

AC  
Meetings

RC  
Meetings

NC 
Meetings

Number of meetings held 4 5 2 1

Name of Director

Lin Jiancheng 4 4(*) 2(*) 1
Ye Sanzhi 4 2(*) 1 1(*)

Lim Yeow Hua 4 5 2 1
Lam Peck Heng 4 5 2 1(*)

Tao Yeoh Chi 4 5 2(*) 1

* Attendance by invitation

Newly appointed directors will be given briefings and orientation by the Chief Executive Officer (“CEO”) and key executives of the 
Group on its business activities and strategic directions.  The directors are also briefed by professionals on a regular basis either 
during Board meetings or at separate meetings on regulatory changes which have an important bearing on the Company and the 
directors’ obligations to the Company.

Principle 2: Board Composition and Balance

The Board comprises two (2) executive directors and three (3) independent directors, all of whom have the relevant core competence 
and diversity of experience to enable them to contribute effectively to the Group.  Brief profiles of each Director in office at the date 
of this Report are set out in the “Board of Directors” section of this Annual Report.

The Board constantly examines its size and, with a view to determining the impact of the number upon effectiveness, decides on 
what it considers an appropriate size for itself.  The composition of the Board will be reviewed on an annual basis by the NC to 
ensure that the Board has the appropriate mix of expertise and experience, adequate for the scale of operations of the Company.  In 
determining the size and composition of the Board, the Board ensures that at least one-third is independent and non-executive, and 
that each Director should submit himself for re-nomination and re-election at regular intervals of at least once every three years.
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The NC had reviewed the independence of the Directors for the financial year ended 31 March 2010 in accordance with the Code’s 
criteria of independence and is of the view that three of the Directors, namely Messrs Lim Yeow Hua, Lam Peck Heng and Tao Yeoh 
Chi, are independent directors within the meaning of the Code.

Principle 3: Chairman and CEO

Mr Lin Jiancheng is the Executive Chairman and CEO.  The roles of the Chairman and CEO are not separate because the Board 
has more than half of the Directors who are either independent and/or non-executive and these Directors have full access to the 
Company’s key executives.  The Board is of the opinion that sufficient checks and safeguards are in place to ensure that the 
process of decision making is independent and based on collective decisions without any individuals exercising any considerable 
power or influence.  Mr Lin is responsible for the day-to-day running of the Group as well as the exercise of control of the quality, 
quantity and timeliness of information flow between the Board and management.

As Chairman of the Board, Mr Lin bears responsibility for the effective working of the Board.  He is responsible for, amongst others, 
ensuring that Board meetings are held when necessary, setting the Board meeting agenda in consultation with the Chief Financial 
Officer, assisting in ensuring compliance with the Group’s guidelines on corporate governance, acting as a facilitator at Board 
meetings and maintaining regular dialogue with the management on all operational matters.

In line with the recommendations of the Code, Mr Lim Yeow Hua has been appointed the Lead Independent Director (“LID”) of the 
Company to address the concerns, if any, of the Company’s shareholders.  The LID will aid in constructively challenging and helping 
to develop proposals on strategy, reviewing the performance of management and monitoring the reporting of performance.

The Directors have separate and independent access to the Company Secretary, whose duties include ensuring that Board 
procedures are followed and that applicable rules and regulations are complied with. In addition, there is constant and effective 
communication amongst Board members and approval from all Directors is required for key decisions prior to implementation.

Principle 4: Board Membership
Principle 5: Board Performance

The NC is chaired by Mr Tao Yeoh Chi (Independent Director).  The members are Messrs Lim Yeow Hua (Independent Director) 
and Lin Jiancheng (Executive Director).  Messrs Tao Yeoh Chi and Lim Yeow Hua are not associated with any of the substantial 
shareholders.

The NC serves to ensure a transparent process for the nomination of Directors to the Board and to decide how the Board’s 
performance may be evaluated.  On an annual basis, the NC will assess the Board’s performance as a whole based on a pre-
determined evaluation matrix or process.

The NC is also responsible for the following:

•	 review the structure, size and composition of the Board with a view to determining the impact of the number upon 
effectiveness;

•	 review the required expertise of the Directors to ensure that there are adequate relevant competencies of the Directors in 
discharging their respective functions in a balanced Board;

•	 review the effectiveness of the Board and individual director by adopting objective criterion such as the participation of the 
Director at Board and/or Board Committee meetings;

•	 evaluate the performance of the Board objectively based on pre-determined evaluation criterion;
•	 review and make recommendations on selection of new Directors, re-nominations and retirement of existing Directors, having 

regard to each Director’s contribution and performance, as well as key executives as and when necessary; and
•	 review and evaluate the independence of Directors.

No director shall participate in decisions on his own performance, re-nomination, re-election or independence.

The NC regulates its own procedures, in particular the calling of meetings, the notice to be given of such meetings, the voting and 
proceedings thereat.  The Company Secretary also maintains copies of records of the deliberations and proceedings of the NC.

The Company’s Articles of Association currently requires one-third of the Directors to retire from office after which they may submit 
themselves for re-election by the shareholders at the Annual General Meeting (“AGM”) (“one-third rotation rule”).

In addition, Directors newly appointed by the Board are appointed by way of Board resolution, following which they are subject to 
election by shareholders at the next AGM immediately following their appointment and thereafter, they are subject to the one-third 
rotation rule.
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For the forthcoming AGM, Messrs Lin Jiancheng and Tao Yeoh Chi will retire pursuant to Article 107 of the Company’s Articles of 
Association.  Mr Lam Peck Heng, who has attained the age of 70, will retire pursuant to Section 153(6) of the Companies Act, Cap. 
50.  The NC had recommended the Directors for the re-election and re-appointment at the forthcoming Annual General Meeting.
The NC has conducted a formal assessment of the Board’s performance for FY2010, and is satisfied that the Board performance 
has met its objectives.

Principle 6: Access to Information

To assist the Board in fulfilling its responsibilities, the management provides the Board with a management report containing 
complete, adequate and timely information prior to the Board meetings.  All directors have separate and independent access to 
the key executives, including the Company Secretary, at all times.  The Company Secretary and/or his nominee attends all Board 
and Board Committee meetings and ensures that Board procedures and all other rules and regulations applicable to the Company 
are complied with.  

The Directors and the chairmen of the respective Board Committees, whether as a group or individually, are able to seek independent 
professional advice as and when necessary in furtherance of their duties at the cost of the Company.

(B)	 REMUNERATION MATTERS

Principle 7: Procedures for Developing Remuneration Policies
Principle 8: Level and Mix of Remuneration
Principle 9: Disclosure on Remuneration

The RC  is chaired by Mr Lam Peck Heng.  The members are Messrs Lim Yeow Hua and Tao Yeoh Chi, all of whom are Independent 
Directors.

The primary objective of the RC is to facilitate appropriate transparency and accountability to shareholders and make 
recommendations to the Board on remuneration matters of the directors and key executives in the Company or the Group.  The RC 
also undertakes the duties of overseeing the administration of the Company’s share option and performance share schemes (and 
such other similar share plans as may be implemented by the Company from time to time) upon the terms of reference as defined 
in the said schemes.

The RC is responsible for the review and recommendation of the annual remuneration package of key executives and directors’ fees 
for Board members.  The review covers all aspects of remuneration, including but not limited to directors’ fees, salaries, bonuses 
and benefits-in-kind based on the performance of the Group and the individual.  The Group offers competitive remuneration to 
recruit, motivate and retain employees and do not over-compensate its employees, as it needs to be competitive in the market.

The Executive Chairman and CEO’s remuneration as set out in his three-year service agreement commenced from the date of the 
Company’s listing on the SGX-ST on 17 April 2008 (unless otherwise terminated by either party giving not less than six months’ 
notice to the other), consists of salary and an incentive bonus to be determined based on the formula set out in the Company’s IPO 
Prospectus dated 8 April 2008.

On 1 June 2009, Mr Ye Sanzhi has been re-designated as  Executive Director of the Group, and his three-year service agreement 
will be subject to review and renewal at the end of the service period, unless otherwise terminated by either party giving not less than 
six months’ notice to the other.  His remuneration consists of monthly basic salary and an incentive bonus to be rewarded based 
on the Group’s financial performance.

Save as disclosed above, there are no existing service contracts entered into by our Directors with the Group.  No RC member is 
involved in deliberations in respect of any remuneration, compensation or any form of benefits to be granted to him.  The RC had 
met subsequent to year-end and had recommended to the Board an amount of S$107,250 as directors’ fees for the nine months 
financial period ending 31 December 2010, to be paid quarterly in arrears.  The Board will table this at the forthcoming AGM for 
shareholders’ approval.

There is no employee who is related to a Director or the CEO whose remuneration exceeds S$150,000 or equivalent in the Group’s 
employment for the financial year ended on 31 March 2010.
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A breakdown of the remuneration of the Directors and the key executives (who are not also directors) for the financial year ended 
31 March 2010 are set out below:

Remuneration of Directors and Key Executives
The table below shows the level and mix of each individual Director’s and key executive’s remuneration payable for FY2010:

Remuneration Band and Directors
Director  

Fees
Salary and Other 

Benefits
Incentive  

Bonus Total

S$500,000 and above - - - -
S$250,000 to S$499,999
	 Lin Jiancheng  -   82.9% 17.1% 100.0%

Below S$250,000
	 Ye Sanzhi  -   89.0% 11.0% 100.0%
	 Lim Yeow Hua 100.0%  -    -   100.0%
	 Lam Peck Heng 100.0%  -    -   100.0%
	 Tao Yeoh Chi 100.0%  -    -   100.0%

Remuneration Band and Key Executives
Salary and Other 

Benefits
Incentive  

Bonus Total

S$500,000 and above  -    -    -   
S$250,000 to S$499,999  -    -    -   
Below S$250,000

Ho Ker Chern 100.0%  -   100.0%
Tang Xiaohu 100.0%  -   100.0%
Xu Zhongmei 100.0%  -   100.0%
Kellyn Tan 100.0%  -   100.0%

(C)	ACCOUNTABILITY AND AUDIT

Principle 10: Accountability

The Board and the management of the Group always strive to conduct themselves in ways that deliver maximum sustainable value 
to our shareholders.  The Board, through its announcements of results, aims to provide the shareholders with a balanced and 
understandable assessment of the Company and the Group’s performance, position and prospects.

Prompt fulfillment of statutory reporting requirements is but one way to maintain our shareholders’ confidence and trust in the 
Board and the management’s capability and integrity.  As part of building and maintaining shareholders’ confidence, reporting of 
consolidated financial results, via SGXNET, was made well within the time-frame stipulated in the SGX-ST Listing Manual.

The management currently provides the Board with appropriately detailed management accounts of the Group’s financial 
performance, position and prospects on a regular basis.

Principle 11: Audit Committee

The AC is chaired by Mr Lim Yeow Hua.  The members are Messrs Lam Peck Heng and Tao Yeoh Chi, all of whom are independent 
Directors.  All members of the AC have many years of experience in senior management positions in both financial and industrial 
sectors.  The Board is of the view that the AC members, having accounting and related financial management expertise or 
experience, are appropriately qualified to discharge their duties and responsibilities.
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The role of the AC is to assist the Board with discharging its responsibility to:

•	 safeguard the Company’s assets;
•	 maintain adequate accounting records;
•	 develop and maintain effective systems of internal control;
•	 ensure the integrity of the Company’s and Group’s system of accounting and financial reporting and in maintaining a high 

standard of transparency and reliability in its corporate disclosures; 
•	 provide arrangements whereby concerns on financial improprieties or, other matters raised by “whistle-blowers” are investigated 

and appropriate follow-up actions are taken; and
•	 as a sub-committee of the Board, the AC provides a channel of communication between the Board, management, the Internal 

Auditors (if any) and the External Auditors on matters arising out of the internal and external audits.

Specifically, the duties of the AC shall be:

•	 to review with the External Auditors:
(i)	 their independence and objectivity annually;
(ii)	 the audit plan, including the nature and scope of the audit and its cost effectiveness before the audit commences;
(iii)	 their evaluation of the system of internal accounting controls;
(iv)	 their audit report;
(v)	 their management letter and management’s response; and
(vi)	 any significant financial reporting issues and judgments so as to ensure integrity of the financial statements of the Company 

and any formal announcements relating to the Company’s financial performance.
•	 to review the quarterly, half-yearly and annual financial results before submission to the Board for approval;
•	 to review the assistance and co-operation given by the management and the officers of the Group to the auditors;
•	 where applicable, to review the internal audit programme and ensure co-ordination between the Internal and External Auditors 

and management;
•	 to review the scope and results of the internal audit procedures and the Internal Auditors to report their findings directly to the 

AC;
•	 to meet the External Auditors and with the Internal Auditors, without the presence of management at least once annually;
•	 to report to the Board its findings from time to time on matters arising and requiring the attention of the AC;
•	 to review interested person transactions (if any) falling within the scope of Chapter 9 of the SGX Listing Manual, and to ensure 

that they are carried out on normal commercial terms and in accordance with the internal control procedures;
•	 to approve the internal control procedures and arrangements for all current and/or future related party transactions to ensure 

that they are carried out on arm’s length basis and on normal commercial terms which will not be prejudicial to the interests of 
the Company and the minority shareholders;

•	 to review transactions falling within the scope of Chapter 10 of the SGX Listing Manual;
•	 to review potential conflicts of interests, if any;
•	 to review all non-audit services provided by the auditors to ensure that they would not, in the AC’s opinion, affect the 

independence of the auditors;
•	 to undertake such other reviews and projects as may be requested by the Board;
•	 to undertake such other functions and duties as may be required by statute or the Listing Manual, and by such amendments 

made thereto from time to time;
•	 to make recommendations to the Board on the appointment, re-appointment and removal of the External Auditors, and 

approving the remuneration and terms of engagement of the External Auditors; and
•	 to review the adequacy of the Company’s internal financial controls, operational and compliance controls, and risk management 

policies and systems established by the Management.

Apart from the duties listed above, the AC has explicit authority to investigate any matter within its terms of reference, full access to 
and co-operation of the Group’s management, as well as reasonable resources to enable it to discharge its function properly. The 
AC has full discretion to invite any Director or management personnel to attend its meetings.

Subsequent to year-end, the AC had met with the External Auditors without Management’s presence. 

No non-audit services were provided by the External Auditors during the financial year ended 31 March 2010. The AC was satisfied 
that the External Auditors had been objective and independent in the audit of the Group. The AC had nominated the re-appointment 
of Moore Stephens LLP as External Auditors at the forthcoming AGM. 

The Company has also set in place a whistle-blowing procedure pursuant to which staff of the Group may, in confidence, raise 
concerns about possible improprieties in matters of financial reporting or other matters. Details of the whistle blowing policy are 
given to all staff. The AC has not received any complaints up to the date of this report. 
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Principle 12: Internal Controls

The Board acknowledges that it is responsible for the overall internal control framework, but recognizes that the system of internal 
controls maintained by the management and in place throughout this financial year provides reasonable, but not absolute assurance 
against any material financial mis-statement or loss.  The Board notes that the system of internal controls is designed to manage 
rather than eliminate the risk of failure to achieve business objectives.

The Board believes that in the absence of any evidence to the contrary, the system of internal control that has been maintained by 
the Group’s management throughout the financial year up to the date of this report is adequate to meet the needs of the Group in 
its current business environment.

Principle 13: Internal Audit

The Company outsourced its internal audit function to Grant Thornton Transaction Services Pte Ltd in December 2009. The Internal 
Auditors’ primary line of reporting is directly to the AC and administratively to the CEO of the Company.

The AC had reviewed and approved the scope of the internal audit work in the Internal Audit (“IA”) Plan, covering the principal 
subsidiaries, Fujian Haimingwei Shoes Co., Ltd (“Haimingwei”) and Quangang Hongli Shoes Co., Ltd (“Quangang”), that spanned 
across a three years’ period from 2009 to 2011.  

In December 2009, the Internal Auditors had carried out their internal audit review on Quangang for the following business cycles:

•	 Production and Quality Control;
•	 Inventory Management Control; and
•	 Human Resources and Payroll Controls

In addition, they had reviewed our follow-up implementation of recommendations proposed during the IPO in April 2008 and the 
past audits since then.

The AC reviewed the findings by the Internal Auditors in February 2010 and noted no significant internal control weakness.  The 
Internal Auditors had been requested to follow up with the Management on the implementation of the recommendations and report 
to the AC accordingly.

The AC is satisfied that the IA function is adequately resourced and has the appropriate standing within the Company.

(D)	COMMUNICATION WITH SHAREHOLDERS

Principle 14 and 15: Communication with Shareholders

The Company is committed to maintain constant and effective communication with shareholders through timely and comprehensive 
announcements.  Price-sensitive information is first publicly released before the Company meets with any group of investors or 
analysts to ensure a level playing field.  Any material information or respective quarterly, half-yearly and full year financial results 
(all issued within the mandatory period) is disseminated through SGXNET.  The Company’s Vice Present-Investor Relations is 
responsible for all manners of communication with its investors, analysts and media.

Pertinent information is communicated to shareholders through:

•	 quarterly, half-yearly and full year financial results announcements which are published on the SGXNET and in news 
releases;

•	 the Company’s annual reports that are prepared and issued to all shareholders;
•	 notices of and explanatory memoranda, for AGMs and extraordinary general meetings (“EGM”); and
•	 press releases on major developments of the Group.

The Board regards the AGM as an opportunity to communicate directly with shareholders and encourages attendance and 
participative dialogue during the AGM.  The notice of the AGM will be dispatched to shareholders, together with explanatory notes 
or a circular on items of special business, at least 14 days before the meeting.  The notice, first disseminated via SGXNET, is 
also advertised in newspapers.  A member of the Company entitled to attend and vote at a meeting of the Company is entitled to 
appoint one or two proxies to attend and vote in his place.  The Chairman and the other Directors attending the AGM are available to 
answer questions from the shareholders present.  External Auditors are also invited to attend the AGM and will assist the Directors 
in addressing relevant queries by shareholders relating to the conduct of the audit and the preparation and content of the auditors’ 
report.
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In preparation for the AGM, shareholders are encouraged to refer to SGX’s investor guides, namely ‘An Investor’s Guide To Reading 
Annual Reports’ and ‘An Investor’s Guide To Preparing For Annual General Meetings’. The guides, in both English and Chinese 
versions, are available at the SGX website (www.sgx.com) under the section named “Investor Centre”. 

(E)	 MATERIAL CONTRACTS

Apart from the service agreements between the Messrs Lin Jiancheng (CEO of the Company), Ye Sanzhi (Executive Director) and 
the Company, there are no material contracts to which the Company or any subsidiary, is a party and which involve the interests of 
the chief executive officer, directors or controlling shareholders, either still subsisting at the end of the financial year or entered into 
since the end of the previous financial year.

(F)	 DEALINGS IN SECURITIES

The Group has adopted a set of code of conduct to provide guidance to its Directors and officers regarding dealings in the 
Company’s securities, in compliance with Rule 710 of the Listing Manual of the SGX-ST.  The Directors and officers are prohibited 
to trade in the Company’s securities, during the period beginning 1 month and 2 weeks before the date of the announcement of 
the full year and quarterly results respectively and ending on the date of the announcement of the relevant results.  Directors and 
officers are also advised against dealing in the securities when they are in possession of any unpublished material price-sensitive 
information of the Group and on short-term considerations.

In addition, Directors are required to report to the Company Secretary whenever they deal in the Company’s securities and the latter 
will make the necessary announcements in accordance to the requirements of SGX-ST.

(G)	INTERESTED PERSON TRANSACTIONS

The Company has established procedures to ensure that all transactions with interested persons are reported in a timely manner 
to the AC and that these transactions are conducted at arm’s length.

There are no interested person transactions entered during the financial year ended on 31 March 2010.

(H)	RISK MANAGEMENT

The Company regularly reviews and improves its business and operations activities to identify areas of significant business risks 
as well as take appropriate measures to control and mitigate these risks.  The Company reviews all significant control policies and 
procedures and highlights all significant matters to the AC and the Board.

(I)	 Use of IPO Proceeds

On 2 February 2010, the Company announced that the remaining unutilised IPO proceeds of RMB23.6 million that was initially 
earmarked for expansion plan of production capacities and facilities would be channeled to working capital purposes to enable the 
Group to focus its resources to enhance the visibility of the ERATAT brand and strengthen its market positioning as a mass appeal 
and casual lifestyle brand. As at 31 March 2010, the IPO proceeds had been fully utilised.
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The directors are pleased to present their report to the members together with the audited consolidated financial statements of 
China Eratat Sports Fashion Limited (the “Company”) and its subsidiaries (collectively the “Group”) for the financial year ended 
31 March 2010 and the statements of financial position of the Company as at 31 March 2010.

1	 Directors

	 The directors of the Company in office at the date of this report are:

	 Lin Jiancheng
	 Ye Sanzhi
	 Lim Yeow Hua
	 Lam Peck Heng
	 Tao Yeoh Chi

2	 Arrangements to Enable Directors to Acquire Shares and Debentures

Except as disclosed in Note 3 below, neither at the end of nor at any time during the financial year was the Company a party 
to any arrangement whose object is to enable the directors of the Company to acquire benefits by means of the acquisition of 
shares in, or debentures of, the Company or any other body corporate.

3	 Directors’ Interests in Shares or Debentures

According to the register of directors’ shareholdings kept by the Company under Section 164 of the Singapore Companies Act, 
Cap. 50 (the “Act”), none of the directors holding office at the end of the financial year had any interests in the shares, warrants 
and debentures of the Company and related corporations, except as follows:

Direct interest Deemed interest

At the beginning 

of the year

At the end

of the year

At the beginning 

of the year

At the end

of the year

The Company
Ordinary shares
Lin Jiancheng 1,200,000 1,200,000 - 120,325,000*
Ye Sanzhi - 32,175,000 - -

Bonus warrants  
Lin Jiancheng - 360,000 - 36,097,500
Ye Sanzhi - 9,652,500 - -

*  Lin Jiancheng is deemed interested in the shares held by Sunny Joy Limited as he is the controlling shareholder of Sunny Joy Limited.

There were no change in any of the above-mentioned interests between the end of the financial year and 21 April 2010.

Lin Jiancheng, who by virtue of his interest of not less than 20% of the issued capital of the Company, is deemed to have an 
interest in the whole of the share capital of the Company’s wholly owned subsidiaries.

Bonus Warrants

The Company had on 19 January 2010 issued 123,583,653 free non-renounceable bonus warrants (“Bonus Warrants”) to its 
shareholders on the basis of three (3) Bonus Warrants for every ten (10) existing ordinary shares held on books closure date 
(“BCD”) on 7 January 2010. Each Bonus Warrant entitles the warrantholder to subscribe for one new ordinary share (“New 
Share”) at the exercise price of S$0.30 (“Exercise Price”), exercisable on the date falling three (3) years from the date of issue 
on 18 January 2013 (“Exercise Date”), subject to the terms and conditions of the Bonus Warrants as set out in a deed poll 
executed by the Company for the purpose of constituting the Bonus Warrants (“Deed Poll”).

The issue of the Bonus Warrants was carried out pursuant to the share issue mandate obtained from the shareholders at the 
Company’s Annual General Meeting held on 30 July 2009.
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3	 Directors’ Interests in Shares or Debentures (cont’d)

Principal Terms of the Bonus Warrants Issue

The Bonus Warrants Issue was made on a non-renounceable basis to shareholders whose names appear in the Register of 
Members or who have shares entered against their names in the Depository Register as at the date of the closure of the Share 
Transfer Books on 7 January 2010.

The Bonus Warrants will be issued in registered form and constituted by the Deed Poll which shall set out the terms and 
conditions of the Bonus Warrants and which may from time to time be amended, modified or supplemented.  Each Bonus 
Warrant will, subject to the terms and conditions in the Deed Poll, carry the right to subscribe for one New Share at the 
Exercise Price on the Exercise Date. Upon exercise of the Bonus Warrants and payment of the Exercise Price under the terms 
and conditions as set out in the Deed Poll, the warrantholders will be issued the New Shares. Any Bonus Warrant remaining 
unexercised after the Exercise Date shall lapse and cease to be valid for all purposes.

The Exercise Price of S$0.30 for each Bonus Warrant represents a premium of approximately 20% to the closing price of 
S$0.25 per Share on the Official List of the Singapore Exchange Securities Trading Limited (“SGX-ST”) on 10 November 2009, 
being the last full market day prior to this announcement. The Exercise Price and the number of Bonus Warrants will be subject 
to adjustments under certain circumstances in accordance with the Deed Poll.

The New Shares arising from the exercise of the Bonus Warrants, when issued and allotted, shall rank pari passu in all respects  
with the existing ordinary shares already issued save for any dividends, rights, allotments or other distributions on the record 
date for which falls before the Exercise Date.

The Bonus Warrants Issue has been listed on the Mainboard of the SGX-ST since 19 January 2010.

4	 Directors’ Contractual Benefits

Since the end of the previous financial year, no director of the Company has received or become entitled to receive a benefit 
by reason of a contract made by the Company or a related corporation with the director or with a firm of which the director is a 
member, or with a company in which the director has a substantial financial interest, except as disclosed in the consolidated 
financial statements.  Certain directors also received remuneration from the Company’s subsidiaries in their capacity as 
directors of those subsidiaries.

5	 Options Granted

During the financial year, no option to take up unissued shares of the Company or its subsidiaries was granted.

6	 Options Exercised

During the financial year, there were no shares of the Company or its subsidiaries issued by virtue of the exercise of options 
to take up unissued shares.

7	 Options Outstanding

At the end of the financial year, there were no unissued shares of the Company or its subsidiaries under options.
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8	 Audit Committee

The Audit Committee (“AC”) carried out its functions in accordance with Section 201B(5) of the Act, the Singapore Exchange 
Securities Trading Limited (“SGX-ST”) Listing Manual and the Code of Corporate Governance.

The composition of the Audit Committee and the functions performed are disclosed in the Corporate Governance Report.

The Audit Committee has recommended to the board of directors that Moore Stephens LLP, be nominated for re-appointment 
as independent auditors of the Company at the forthcoming annual general meeting.

9	 Independent Auditors

The independent auditors, Moore Stephens LLP, Certified Public Accountants, have expressed their willingness to accept re-
appointment.

On behalf of the Board of Directors

Lin Jiancheng
Director

Ye Sanzhi
Director

Singapore
25 June 2010

REPORT OF THE DIRECTORS
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In the opinion of the directors, 

(a)	 the accompanying consolidated financial statements of the Group and the statement of financial position of the Company 
together with notes thereto, as set out on pages 30 to 58, are drawn up so as to give a true and fair view of the state of affairs 
of the Group and of the Company as at 31 March 2010 and of the results, changes in equity and cash flows of the Group for 
the year then ended; and

(b)	 at the date of this statement, there are reasonable grounds to believe that the Company will be able to pay its debts as and 
when they fall due.

On behalf of the Board of Directors

Lin Jiancheng
Director

Ye Sanzhi
Director

Singapore
25 June 2010

STATEMENT BY THE DIRECTORS
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We have audited the accompanying financial statements of China Eratat Sports Fashion Limited (the “Company”) and its 
subsidiaries (collectively the “Group”), as set out on pages 30 to 58, which comprise the statements of financial position of the 
Group and the Company as at 31 March 2010, and the consolidated statement of comprehensive income, consolidated statement 
of changes in equity and consolidated statement of cash flows of the Group for the year then ended, and a summary of significant 
accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with the provisions 
of the Singapore Companies Act, Cap. 50 (the “Act”) and Singapore Financial Reporting Standards. This responsibility includes:

(a)	 devising and maintaining a system of internal accounting controls sufficient to provide a reasonable assurance that assets are 
safeguarded against loss from unauthorised use or disposition; and transactions are properly authorised and that they are 
recorded as necessary to permit the preparation of true and fair profit and loss account and balance sheets and to maintain 
accountability of assets;

(b)	 selecting and applying appropriate accounting policies; and

(c)	 making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance 
with Singapore Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the 
audit to obtain reasonable assurance as to whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. 
The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk assessments, the auditors consider internal controls 
relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
controls. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion,

(a)	 the consolidated financial statements of the Group and the statement of financial position of the Company are properly drawn 
up in accordance with the provisions of the Act and Singapore Financial Reporting Standards so as to give a true and fair view 
of the state of affairs of the Group and of the Company as at 31 March 2010, and the results, changes in equity and cash flows 
of the Group for the year ended on that date; and

(b)	 the accounting and other records required by the Act to be kept by the Company have been properly kept in accordance with 
the provisions of the Act. 

Moore Stephens LLP
Public Accountants and
Certified Public Accountants

Singapore
25 June 2010

INDEPENDENT AUDITOR’S REPORT 
TO THE MEMBERS OF CHINA ERATAT SPORTS FASHION LIMITED
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Group

Note 2010 2009

RMB’000 RMB’000

Revenue 5 898,720 777,322
Cost of sales (640,171) (543,334)
Gross profit 258,549 233,988

Other operating income 325 14,103
Selling and distribution expenses (100,507) (78,962)
Administrative expenses (26,662) (22,888)
Other operating expenses (237) (383)
Finance income 6 576 949
Profit before income tax 8 132,044 146,807
Income tax 9 (35,402) (20,883)

Net profit for the year 96,642 125,924

Other comprehensive income for the year, net of tax
Losses arising from translation of financial statements of foreign operation - (16,103)

Total comprehensive income for the year attributable to owners of the Company 96,642 109,821

Earnings per share 
- Basic and diluted (RMB fen) 10 23.29 30.76

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE FINANCIAL YEAR ENDED 31 MARCH 2010

The accompanying notes form an integral part of the financial statements

30  China Eratat Sports Fashion Limited • Annual Report FY2010



Consolidated Statements of FINANCIAL Position
AS AT 31 MARCH 2010

Group Company

Note 2010 2009 2010 2009

RMB’000 RMB’000 RMB’000 RMB’000

ASSETS
Non-current assets
Property, plant and equipment 11 71,172 73,579 16 22
Land use rights 12 22,459 22,977 - -
Prepaid land lease 13 448 640 - -
Investment in subsidiaries 14 - - 49,050 48,504
Goodwill 15 1,759 1,759 - -

95,838 98,955 49,066 48,526

Current assets
Inventories 16 19,995 10,986 - -
Trade receivables 17 269,087 167,726 - -
Other receivables and other current assets 18 45,979 58,995 141 179
Prepaid land lease 13 192 192 - -
Due from subsidiaries 19 - - 187,872 191,074
Cash and cash equivalents 20 176,001 154,251 983 2,459

511,254 392,150 188,996 193,712

Total Assets 607,092 491,105 238,062 242,238

EQUITY AND LIABILITIES
Capital and reserves 
Share capital 21 239,159 239,159 239,159 239,159
Statutory reserve 22 10,957 10,957 - -
Merger reserve 22 2,545 2,545 - -
Foreign currency translation reserve 22 (16,043) (16,043) (16,213) (16,213)
Retained earnings 297,377 207,060 3,941 8,139

533,995 443,678 226,887 231,085

Current liabilities
Trade payables 23 43,566 17,060 - -
Other payables 24 23,369 24,011 1,391 1,369
Due to subsidiaries 19 - - 9,784 9,784
Amount due to a director 25 - 175 - -
Provision for income tax 6,162 6,181 - -

73,097 47,427 11,175 11,153

Total Equity and Liabilities 607,092 491,105 238,062 242,238

The accompanying notes form an integral part of the financial statements
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Attributable to owners of the Company

Share
capital

Statutory 
reserve

Merger 
reserve

Foreign 
currency 

translation 
reserve

Retained 
earnings Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Group
Balance at 1 April 2009 239,159 10,957 2,545 (16,043) 207,060 443,678
Total comprehensive income for the year - - - - 96,642 96,642
Final dividend - FY2009 - - - - (6,325) (6,325)
Balance at 31 March 2010 239,159 10,957 2,545 (16,043) 297,377 533,995

Balance at 1 April 2008 68,991 10,957 2,545 60 81,136 163,689
Total comprehensive income for the year - - - (16,103) 125,924 109,821
New shares issued by Company 188,449 - - - - 188,449
Share issue expenses (18,281) - - - - (18,281)
Balance at 31 March 2009 239,159 10,957 2,545 (16,043) 207,060 443,678

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE FINANCIAL YEAR ENDED 31 MARCH 2010

The accompanying notes form an integral part of the financial statements

32  China Eratat Sports Fashion Limited • Annual Report FY2010



Group

2010 2009

RMB’000 RMB’000

Cash Flows from Operating Activities
Profit before income tax 132,044 146,807
Adjustments for:
  Depreciation of property, plant and equipment 4,698 3,828
  Amortisation of land use rights 518 517
  Amortisation of prepaid land lease 192 128
  Loss on disposal of property, plant and equipment 221 267
  Property, plant and equipment written off 7 116
  Interest income (576) (949)
  Exchange difference - (16,103)
Operating cash flows before movements in working capital 137,104 134,611
Changes in working capital:
  Inventories (9,009) 6,756
  Trade receivables and other current assets (88,345) (121,519)
  Trade and other payables 25,864 4,886
  Prepaid land lease payments - (960)
  Amount due to a director (175) 175
Cash generated from operations 65,439 23,949
Income tax paid (35,421) (16,926)
Net cash generated from operating activities 30,018 7,023

Cash Flows from Investing Activities
Interest received 576 949
Purchase of property, plant and equipment (914) (11,052)
Construction-in-progress (1,708) (11,415)
Proceeds from disposal of property, plant and equipment 103 31
Net cash used in investing activities (1,943) (21,487)

Cash Flows from Financing Activities
Proceeds from issue of shares, net - 170,168
Pledged deposits - 645
Dividends paid (6,325) -
Dividends paid to former shareholder - (6,000)
Net cash (used in)/from financing activities (6,325) 164,813

Net increase in cash and cash equivalents 21,750 150,349
Cash and cash equivalents at beginning of year 154,251 3,902
Cash and cash equivalents at end of year (Note 20) 176,001 154,251

Consolidated Statement of Cash Flows
FOR THE FINANCIAL YEAR ENDED 31 MARCH 2010

The accompanying notes form an integral part of the financial statements
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NOTES TO THE FINANCIAL STATEMENTS
FINANCIAL YEAR ENDED 31 MARCH 2010

These notes form an integral part of and should be read in conjunction with the accompanying consolidated financial statements:

1	 Corporate Information

China Eratat Sports Fashion Limited (the “Company”) is a public limited company incorporated and domiciled in Singapore 
and is listed on the Mainboard of the Singapore Exchange Securities Trading Limited (“SGX-ST”).

The registered office of the Company is at 50 Raffles Place #32-01 Singapore Land Towers Singapore 049483 and the principal 
place of business of the Group is located at Liupu Industrial Park, Yangdai, Chendai Town, Jinjiang City, Fujian Province, the 
People’s Republic of China (“PRC”).

The principal activities of the Company are that of investment holding.  The principal activities of the subsidiary companies are 
set out in Note 14.

The financial statements for the financial year ended 31 March 2010 were authorised for issue in accordance with a resolution 
of the directors on the date of the Statement by the Directors.

2	 Basis of Preparation

The financial statements have been prepared in accordance with the provisions of the Singapore Companies Act, Cap. 50 and 
Singapore Financial Reporting Standards (“FRS”).

The financial statements have been prepared under the historical cost convention except as disclosed in the summary of 
significant accounting policies set out in Note 3.

(a)	 Adoption of New or Revised Standards

The accounting policies adopted are consistent with those of the previous financial year except as follows:

	 On 1 April 2009, the Group adopted the standards mandatory for annual financial periods beginning on or after 1 January 
2009.  The key standards newly adopted are as follows:

•	 FRS 1 Presentation of Financial Statements (Revised)
•	 FRS 108 Operating Segments

FRS 1 Presentation of Financial Statements (Revised) 

The revised FRS 1 separates owner and non-owner changes in equity. The statement of changes in equity includes only 
details of transactions with owners, with all non-owner changes in equity presented in the statement of other comprehensive 
income. In addition, the standard introduces the statement of comprehensive income which presents income and expense 
recognised in the period. This statement may be presented in one single statement, or two linked statements.  The Group 
has elected to present the statement of comprehensive income in a single statement.

FRS 108 Operating Segments 

FRS 108 requires disclosure of information about the Group’s operating segments and replaces the requirement 
to determine primary and secondary reporting segments of the Group. The Group’s reportable segments have been 
redesignated as a result of adoption of FRS 108 operating segments.  Disclosures of each reportable segments, including 
the revised comparative information are shown in Note 31.
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NOTES TO THE FINANCIAL STATEMENTS
FINANCIAL YEAR ENDED 31 MARCH 2010

2	 Basis of Preparation (cont’d)

	 (b)	 New or Revised Standards issued but not yet effective

The Group and the Company have not adopted the following standards that have been issued but not yet effective:

Description Effective for annual periods beginning on or after

FRS 24 Related Party Disclosures (Revised) 1 January 2011
Amendments to FRS 27 Consolidated and Separate Financial Statements  1 July 2009
Revised FRS 103 Business Combinations  1 July 2009

FRS 24 Related Party Disclosures (Revised)

The revised FRS 24 simplifies the definition of a related party and provides partial exemption for government-related 
entities. The revised FRS 24 applies retrospectively for annual periods beginning on or after 1 January 2011 but earlier 
application is permitted. The Group is in the process of assessing the impact on the financial statements.

Amendments to FRS 27 Consolidated and Separate Financial Statements 

Amendments to FRS 27 requires the effects of all transactions with non-controlling interests to be recorded in equity if 
there is no change in control and these transactions will no longer result in goodwill or gains and losses. The standard 
also specifies the accounting when control is lost. Any remaining interest in the entity is re-measured to fair value, and a 
gain or loss is recognised in profit or loss. The Group will apply FRS 27 (revised) prospective to transactions with minority 
interests from 1 April  2010.

Revised FRS 103  Business Combinations

FRS 103 (revised) continues to apply the acquisition method to business combinations, with some significant changes. 
For example, all payments to purchase a business are to be recorded at fair value at the acquisition date, with contingent 
payments classified as debt subsequently re-measured through the profit or loss. There is a choice on an acquisition-by-
acquisition basis to measure the non-controlling interest in the acquiree either at fair vale or at the non-controlling interest’s 
proportionate share of the acquiree’s net assets. All acquisition-related costs should be expensed. The Group will apply 
FRS 103 (revised) prospectively to all business combinations from 1 April 2010.

	 (c)	 Early Adoption of FRS 32 (Amendment) Classification of Rights Issues

During the current financial year, the Group early adopted the FRS 32 (Amendment) “Classification of Rights Issues” which 
is effective for the annual periods beginning on or after 1 February 2010. FRS 32 (Amendment) addresses the accounting 
for rights issues (rights, options, or warrants) that are denominated in a currency other than the functional currency of 
the issuer. Previously such rights issues were accounted for as derivative liabilities. The amendment requires that rights, 
options or warrants to acquire a fixed number of an entity’s own equity instruments for a fixed amount of any currency 
to be classified as equity instruments, regardless of the currency in which the exercise price is denominated if the entity 
offers the rights, options, or warrants pro rata to all of its existing owners of the same class of its own non-derivative equity 
instruments.

With this adoption, the Group recognised its 123,580,653 free non-renounceable bonus warrants (“Bonus Warrants”) 
issued on 19 January 2010 (Note 21(b)) as equity instruments rather than derivative liabilities. Accordingly, the Group 
does not recognise the total fair value gain on the Bonus Warrants of RMB9,240,000 in the Group’s other comprehensive 
income as at 31 March 2010. Had the Group not early adopted the FRS 32 (Amendment), the Group’s net profit and total 
comprehensive income for the year ended as at 31 March 2010 would have increased by RMB9,240,000.
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NOTES TO THE FINANCIAL STATEMENTS
FINANCIAL YEAR ENDED 31 MARCH 2010

3	 Summary of Significant Accounting Policies

	 (a)	 Subsidiaries and Consolidated Financial Statements

(i)	 Subsidiaries

	 A subsidiary is an entity over which the Group has the power to govern the financial and operating policies so as 
to obtain benefits from its activities. The Group generally has such power when it directly or indirectly, holds more 
than 50% of the issued share capital, or controls more than half of the voting power, or controls the composition of 
the board of directors.  Subsidiaries are consolidated from the date on which control is transferred to the Group and 
ceased to be consolidated from the date on which the Group ceased to have control of the subsidiaries.

	 The consolidated financial statements comprise the financial statements of the Company and its subsidiaries as 
at the balance sheet date. The financial statements of the subsidiaries used in the preparation of the consolidated 
financial statements are prepared for the same reporting date as the Company. Consistent accounting policies are 
applied to like transactions and events in similar circumstances.

	 All intra-group balances, income and expenses and unrealised gains and losses resulting from intra-group transactions 
are eliminated in full.

	 Acquisitions of subsidiaries are accounted for by applying the acquisition method. Under this method, the cost of 
an acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or 
assumed at the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and 
liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values at the 
acquisition date.

	 In the Company’s separate financial statements, investment in subsidiaries are accounted for at cost less any 
impairment losses.

	 On disposal of investment in subsidiaries the difference between the net disposal proceeds and the carrying amount 
of the investment is recognised in profit or loss.

	 (b)	 Functional and Foreign Currency 

		  (i)	 Functional and Presentation Currency

	 Items included in the financial statements of each entity of the Group are measured using the currency that best 
reflects the economic substance of the underlying events and circumstances relevant in that entity (the “functional 
currency”). 

	 From 1 April 2009, the functional currency of the Company was changed from Singapore dollars to Renminbi, as 
there had been a change in the underlying transactions, events and conditions in accordance with the FRS 21 The 
Effects of Changes in Foreign Exchange Rates.  The change in functional currency of the Company has been effected 
prospectively and does not have any significant impact on the financial statements.

	 The consolidated financial statements of the Group are presented in Renminbi (RMB), as the Group’s main operations 
are in the PRC, and all values are rounded to the nearest thousand (RMB’000) except when otherwise indicated.

(ii)	 Foreign Currency Transactions and Balances

	 Transactions in foreign currencies are measured and recorded in the respective functional currencies of the group 
companies at exchange rates approximating those ruling at the transaction dates. Monetary assets and liabilities 
denominated in foreign currencies are translated at the closing rate of exchange ruling at the respective balance 
sheet dates. Non-monetary items that are measured in terms of historical cost in a foreign currency are translated 
using the exchange rates as 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.  Exchange 
differences arising on the settlement of monetary items or on translating monetary items at the respective balance 
sheet dates are recognised in the profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS
FINANCIAL YEAR ENDED 31 MARCH 2010

3	 Summary of Significant Accounting Policies (cont’d)

	 (b)	 Functional and Foreign Currency (cont’d)

		  (iii)	 Group Companies

	 For group companies that have a functional currency different from the presentation currency of the Group, the 
assets and liabilities are translated into the presentation currency at the closing rates of the date of the balance sheet; 
income and expenses are translated into the presentation currency at average exchange rates (unless the average 
is not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in which 
the income and expenses are translated using the exchange rates at the date of the transactions); and the resulting 
exchange differences are taken to the foreign currency translation reserve within equity.

(c)	 Property, Plant and Equipment

All items of property, plant and equipment are initially recorded at cost. Subsequent to recognition, property, plant and 
equipment are stated at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation of an asset begins when it is available for use and is computed on a straight-line basis to write off the cost of 
property, plant and equipment less its estimated residual value over the estimated useful life of the assets as follows:

Buildings - 25 years
Plant and machinery - 5 to 10 years
Furniture, fixtures and office equipment - 5 years
Computers - 5 years
Motor vehicles - 10 years

Construction-in-progress represents property, plant and equipment in the course of construction for production or for its 
own use purposes. Construction-in-progress consists of construction costs including other attributable direct cost and 
finance costs incurred during the period of construction.

Construction-in-progress is classified to the appropriate category of property, plant and equipment when completed and 
ready for use. Depreciation of these assets, on the same basis as other assets, commences when the assets are ready 
for their intended use.

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in circumstances 
indicate that the carrying values may not be recoverable.

The residual values, useful life and depreciation method are reviewed at each financial year end to ensure that the amount, 
method and period of depreciation are consistent with previous estimates and the expected pattern of consumption of the 
future economic benefits embodied in the items of property, plant and equipment.

Subsequent expenditure related to property, plant and equipment that has already been recognised is added to the 
carrying amount of the asset only when it is probable that future economic benefits associated with the item will flow to 
the Group and the cost of the item can be measured reliably.  All other repair and maintenance expenses are recognised 
in the profit or loss when incurred.

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 arising on derecognition of the asset is included in the profit or loss in the year 
the asset is derecognised.
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NOTES TO THE FINANCIAL STATEMENTS
FINANCIAL YEAR ENDED 31 MARCH 2010

3	 Summary of Significant Accounting Policies (cont’d)

(d)	 Land Use Rights

	 Land use rights are accounted for as prepaid lease premiums and are stated at cost less accumulated amortisation and 
accumulated impairment losses. The prepaid lease premiums are amortised on a straight-line basis over the lease term. 
The amortisation period and method are reviewed at each financial year end.

(e)	 Prepaid Land Lease

	 Prepaid land lease is stated at cost less accumulated amortisation and accumulated impairment losses. The prepaid land 
lease are amortised on a straight-line basis over the lease term. The amortisation period and method are reviewed at each 
financial year end.

(f)	 Goodwill
	
	 Goodwill represents the excess of the cost of an acquisition of subsidiaries over the fair value of the Group’s share of the 

net identification net assets and contingent liabilities of the acquired subsidiaries of the date of acquisition.

	 Following initial recognition, goodwill is measured at cost less any impairment losses. Goodwill is reviewed for impairment, 
annually or more frequently if events or changes in circumstances indicate that the carrying value may be impaired. 
Impairment is determined by assessing the recoverable amount of the cash-generating unit to which the goodwill relates. 
Where the recoverable amount of the cash-generating unit is less than the carrying amount, an impairment loss is 
recognised. Impairment loss on goodwill is not reversed in a subsequent period.

(g)	 Impairment of Non-financial Assets Excluding Goodwill 

	 The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any such 
indication exists, the Group makes an estimate of the asset’s recoverable amount.

	 An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s fair value less costs to sell and its 
value in use 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 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. Where the carrying amount of an asset exceeds its recoverable amount, the 
asset is considered impaired and is written down to its recoverable amount. Impairment losses are recognised in the profit 
or loss.

	 An assessment is made at each reporting date as to whether there is any indication that previously recognised impairment 
losses recognised for an asset may no longer exist or may have decreased. If such indication exists, the recoverable 
amount is estimated. A previously recognised impairment loss is reversed only if there has been a change in the estimates 
used to determine the asset’s recoverable amount since the last impairment loss was recognised. If that is the case the 
carrying amount of the asset is increased to its recoverable amount. That increased amount cannot exceed the carrying 
amount that would have been determined, net of depreciation, had no impairment loss been recognised for the asset in 
prior years. Reversal of an impairment loss is recognised in the profit or loss. After such a reversal, the depreciation charge 
is adjusted in future periods to allocate the asset’s revised carrying amount, less any residual value, on a systematic basis 
over its remaining useful life.

(h)	 Inventories

	 Inventories are stated at the lower of cost and net realisable value. Cost incurred in bringing the inventories to their present 
location and condition is accounted for as follows:

	 Raw materials 	 –	 purchase cost on a weighted average basis
	 Finished goods and work-in-progress 	 –	 cost of direct materials and a proportion of manufacturing overheads 

based on normal capacity, using a weighted average basis

	 Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of completion 
and the estimated costs necessary to make the sale. Allowance is made for obsolete and slow moving inventories.
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NOTES TO THE FINANCIAL STATEMENTS
FINANCIAL YEAR ENDED 31 MARCH 2010

3	 Summary of Significant Accounting Policies (cont’d)

	 (i)	 Financial Assets

	 	 (i)	 Classification

	 The Group classifies its financial assets as loans and receivables. The classification depends on the nature of the 
asset and the purposes for which the financial assets are acquired. Management determines the classification of its 
financial assets at initial recognition and re-evaluates this designation at every reporting date.

	 Loans and receivables

	 Loans and receivables are non-derivative assets that have fixed or determinable payments that are not quoted in an 
active market.

	 Loans and receivables are initially measured at fair value less transaction costs. Loans and receivables are 
subsequently measured at amortised cost using the effective interest method, less any impairment. Interest income 
is recognised by applying the effective interest rate, except for short-term receivables when the recognition of interest 
would be immaterial. These are presented as current assets, except for those maturing later than 12 months after 
the balance sheet date which are presented as non-current assets.  Loans and receivables are presented as trade 
receivables, other receivables, amount due from subsidiaries and cash and cash equivalents on the balance sheet.

(ii)	 Recognition and Derecognition

	 Regular way purchases and sales of financial assets are recognised on a trade-date basis - the date on which the 
Group commits to purchase or sell the asset.

	 Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or 
have been transferred and the Group has transferred substantially all risks and rewards of ownership.  On disposal 
of a financial asset, the difference between the carrying amount and the sales proceeds is recognised in the profit or 
loss.

		  (iii)	 Impairment

	 For financial assets carried at amortised cost, the amount of the impairment is the difference between the asset’s 
carrying amount and the present value of estimated future cash flows, discounted at the financial asset’s original 
effective interest rate.

	 The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the 
exception of trade receivables, where the carrying amount is reduced through the use of an allowance account. When 
a trade receivable is considered uncollectible, it is written off against the allowance account. Subsequent recoveries 
of amounts previously written off are credited against the allowance account. Changes in the carrying amount of the 
allowance account are recognised in the profit or loss.

	 (j)	 Cash and Cash Equivalents

	 Cash and cash equivalents comprise cash on hand and bank balances. Cash equivalents are short-term, highly liquid 
investments that are readily convertible to known amounts of cash and are subject to insignificant risk of changes in 
value. 

	 (k)	 Financial Liabilities 

Financial liabilities are initially measured at fair value, net of transaction costs. 

Financial liabilities are subsequently measured at amortised cost using the effective interest method, with interest expense 
recognised on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest 
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash 
payments through the expected life of the financial liability, or, where appropriate, a shorter period to the net carrying 
amount on initial recognition.
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NOTES TO THE FINANCIAL STATEMENTS
FINANCIAL YEAR ENDED 31 MARCH 2010

3	 Summary of Significant Accounting Policies (cont’d)

	 (k)	 Financial Liabilities (cont’d)

Other financial liabilities are presented as current liabilities unless the Group has an unconditional right to defer settlement 
for at least 12 months after the balance sheet date.

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged, cancelled or 
they expire.

(l)	 Provisions

	 Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, and 
it is probable that an outflow of economic benefits will be required to settle the obligation and a reliable estimate can be 
made. Where the time value of money is material, provisions are stated at the present value of the expenditure expected 
to settle the obligation.

	 All provisions are reviewed at each financial year end and adjusted to reflect the current best estimate.

(m)	Share Capital
	
	 Proceeds from issuance of ordinary shares are recognised as share capital in equity, net of direct issue costs.

(n)	 Recognition of Revenue

	 Revenue is recognised when it is probable that the economic benefits will flow to the Group and when the revenue can 
be measured reliably. Revenue is measured at the fair value of the consideration received or receivable and represents 
amounts receivable for goods and services provided in the normal course of business, net of discounts and sales related 
taxes on the following bases:

(i)	 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;

(ii)	 Interest income, on a time proportion basis taking into account the principal outstanding and the effective interest rate 
applicable.

(o)	 Employee Benefits

	 Defined Contribution Plan

	 Pursuant to the relevant regulations of the PRC government, the Group participates in a local municipal government 
retirement benefits scheme (the “Scheme”), whereby the subsidiaries of the Group in the PRC is required to contribute 
a certain percentage of the basic salaries of its employees to the Scheme to fund their retirement benefits. Contributions 
under the Scheme are charged to the profit or loss as incurred. The Company contributes to the Central Provided Fund 
(CPF), a defined contribution plan. The Company’s contributions to CPF are charged to the profit or loss in the period in 
which the contributions relate.

	 (p)	 Operating Leases

	 Annual rentals applicable to operating leases are charged to the profit or loss on a straight-line basis over the lease 
terms.
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3	 Summary of Significant Accounting Policies (cont’d)

	 (q)	 Income Tax

(i)	 Current Tax

	 Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation 
authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantively 
enacted by the balance sheet date. 

	 Current taxes are recognised in the profit or loss except that tax relating to items recognised directly in equity is 
recognised directly in equity.

(ii)	 Deferred Tax

	 Deferred income tax is provided using the liability method on temporary differences at the balance sheet date between 
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

	 Deferred tax assets and liabilities are recognised for all temporary differences, except:

-	 Where the deferred tax 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;

-	 In respect of temporary differences associated with investments in subsidiaries, where the timing of the reversal 
of the temporary differences can be controlled by the Group and it is probable that the temporary differences will 
not reverse in the foreseeable future; and

-	 In respect of deductible temporary differences and carry-forward of unused tax credits and unused tax losses, 
if it is not probable that taxable profit will be available against which the deductible temporary differences and 
carry-forward of unused tax credits and unused tax losses can be utilised.

	 The carrying amount of deferred tax asset 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. Unrecognised deferred tax assets are reassessed at each balance sheet date and are recognised to the 
extent that it has become probable that future taxable profit will allow 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 year 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 taxes are recognised in the profit or loss except that deferred tax relating to items recognised directly in 
equity is recognised directly in equity and deferred tax arising from a business combination is adjusted against 
goodwill on acquisition.

	 (r)	 Segment Reporting

	 Operating segments are reported in a manner consistent with the internal reporting provided to the executive committee 
whose members are responsible for allocating resources and assessing performance of the operating segments. 

(s)	 Dividends to Company’s shareholders

Dividends to the Company’s shareholders are recognised when the dividends are approved for payment.
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4	 Critical Accounting Estimates and Assumptions

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

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

	 Critical judgements in applying accounting policies

(a)	 Allowance for Inventories

	 Reviews are made periodically by management on inventories for excess inventories, obsolescence and decline in 
net realisable value below cost and record an allowance against the inventories for any such declines. These reviews 
require management the use of judgement and estimates. Possible changes in these estimates could result in revisions 
to the valuation of inventories. The carrying amount of inventories as at 31 March 2010 was RMB19,995,000 (2009: 
RMB10,986,000).

(b)	 Impairment of Receivables

	 The Group makes an assessment of the recoverability of trade and other receivables at each balance sheet date. 
Impairment losses are applied to these receivables where events or changes in circumstances indicate that the balances 
may not be collectible. The identification of bad and doubtful debts requires management the use of judgements and 
estimates. Where the expectation is different from the original estimate, such difference will impact the carrying amount of 
receivables. The carrying amounts of trade and other receivables as at 31 March 2010 totalled RMB294,480,000 (2009: 
RMB216,469,000).

	 Key sources of estimation uncertainty

	 The following are the key assumptions concerning the future, and other key sources of estimation uncertainty at the end of the 
reporting period that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities 
within the next financial year.

(a)	 Useful Lives of Property, Plant and Equipment

	 Property, plant and equipment are depreciated on a straight-line basis over their estimated useful lives, after taking into 
account their estimated residual value. Management estimates the useful lives of these property, plant and equipment 
to be within 5 to 25 years. The carrying amount of the Group’s property, plant and equipment, excluding construction in 
progress, as at 31 March 2010 was RMB70,125,000 (2009: RMB64,482,000). The Group assesses annually the residual 
values and the useful lives of the property, plant and equipment and if the expectation differs from the original estimate, 
such difference will impact the depreciation in the period in which such estimate has been changed.

	 If depreciation on property, plant and equipment increases/decreases by 10% from management’s estimate, the Group 
profit before tax for the financial year ended 31 March 2010 will decrease/increase by RMB470,000 (2009: RMB382,000). 

5	 Revenue
Group

2010 2009

RMB’000 RMB’000

Sale of goods 898,720 777,322

42  China Eratat Sports Fashion Limited • Annual Report FY2010



NOTES TO THE FINANCIAL STATEMENTS
FINANCIAL YEAR ENDED 31 MARCH 2010

6	 Finance Income
Group

2010 2009

RMB’000 RMB’000

Bank interest income 576 949

7	 Staff Costs
Group

2010 2009

RMB’000 RMB’000

Salaries and wages 73,704 61,390
Defined contribution plans 7,168 4,197

80,872 65,587

8	 Profit before Income Tax
Group

2010 2009

RMB’000 RMB’000

The Group’s profit before income tax is arrived at after charging/(crediting):
Cost of inventories sold (recognised as cost of sales) 636,848 540,272
Depreciation of  property, plant and equipment 4,698 3,828
Amortisation of land use rights (recognised as cost of sales) 518 517
Amortisation of prepaid land lease 192 128
Loss on disposal of property, plant and equipment 221 267
Property, plant and equipment written off 7 116
Foreign exchange gain (147) (14,103)
Rentals - operating leases 407 491

9	 Income Tax
Group

2010 2009

RMB’000 RMB’000

PRC income tax
 - current tax 35,079 20,883
 - underprovision of prior year 323 -

35,402 20,883

In accordance with the relevant tax laws and regulations in the PRC, the Company’s wholly owned subsidiaries established 
as wholly foreign owned enterprises (“WFOE”) in the PRC, are exempted from PRC enterprise income tax for their first two 
profitable calendar years of operations and are entitled to a 50% reduction in enterprise income tax and exempted from the 
local income tax for the following three calendar years. 

The new PRC enterprise income tax law, which became effective from 1 January 2008, introduces various changes that include 
the unification of the enterprise income tax for domestic and foreign enterprises at 25%. 

Previously, Fujian Haimingwei Shoes Co., Ltd. (“Haimingwei”) was exempted from enterprise income tax for two years, which 
had expired on 31 December 2005, and thereafter was entitled to a reduced enterprise income tax rate of 12% for the following 
three years, which had also expired on 31 December 2008. Accordingly from 1 January 2009 onward, Haimingwei is subject 
to the enterprise income tax rate of 25%.
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9	 Income Tax (cont’d)

Quanzhou City Quangang Hongli Shoes Co., Ltd. (“Quangang Hongli”) is subject to the enterprise income tax rate of 25% 
(2009: 25%).

Other than Haimingwei and Quangang Hongli, all other entities of the Group have either no taxable income or are not 
material.

The corporate income tax rate applicable to the Company was reduced from 18% for Year of Assessment 2009 to 17% for Year 
of Assessment 2010.

Reconciliation between income tax expense and accounting profit before income tax at the applicable tax rate is as follows:

Group

2010 2009

RMB’000 RMB’000

Profit before income tax 132,044 146,807

Tax at the applicable tax rate of 25% (2009: 25%) 33,011 36,702
Effect of tax concession - (13,609)
Non-taxable items - (2,585)
Non-deductible items 1,203 333
Underprovision of prior year 323 -
Effect of difference in tax rate (149) (730)
Unrecognised deferred tax asset 1,014 772

35,402 20,883

As at 31 March 2010, the Group has tax losses carried forward of approximately RMB11,818,000 (2009: RMB7,762,000) 
available for setting off against future taxable income subject to meeting certain statutory requirement by those subsidiaries 
in the PRC.  Deferred tax benefits arising from these tax losses carried forward have not been recognised in the consolidated 
financial statements as there is no reasonable certainty that future taxable profits will be available to utilise these tax losses.

10	 Earnings Per Share

Basic earnings per share are calculated based on profit attributable to the equity holders of the Company divided by the 
weighted average number of ordinary shares of the Company in issue.

The following table reflects the profit and share data used in the computation of basic earnings per share for the financial year 
ended 31 March:

Group

2010 2009

Profit for the year attributable to equity holders  
of the Company (RMB’000) 96,642 125,924

Weighted average number of ordinary shares in issue 414,912,514 409,438,184

Basic and diluted earnings per share (RMB fen) 23.29 30.76

Diluted earnings per share for the financial years ended 31 March 2010 and 2009 is the same as basic earnings per share as 
there were no potential dilutive ordinary shares existing during the relevant financial years.

The bonus warrants (Note 21(b)) have not been included in the calculation of diluted earnings per share because they are 
anti-dilutive in nature.
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11	 Property, Plant and Equipment

Buildings
Plant and 
machinery

Furniture, 
fixtures 

and office 
equipment Computers

Motor
vehicles

Construction-
in-progress Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Group
2010
Cost
Balance at 1 April 2009 50,713 17,100 684 383 4,069 9,097 82,046
Additions - 519 148 34 213 1,708 2,622
Transfer 9,758 - - - - (9,758) -
Disposals - (837) - - (583) - (1,420)
Written off - - (13) - - - (13)
Balance at 31 March 2010 60,471 16,782 819 417 3,699 1,047 83,235

Accumulated depreciation
Balance at 1 April 2009 4,559 2,615 171 107 1,015 - 8,467
Charge for the year 2,778 1,398 115 49 358 - 4,698
Disposal - (732) - - (364) - (1,096)
Written off - - (6) - - - (6)
Balance at 31 March 2010 7,337 3,281 280 156 1,009 - 12,063

Net book value
At 31 March 2010 53,134 13,501 539 261 2,690 1,047 71,172

2009
Cost
Balance at 1 April 2008 32,630 9,913 405 202 1,428 15,791 60,369
Additions 617 7,182 296 209 2,748 11,415 22,467
Transfer 17,466 643 - - - (18,109) -
Disposals - (516) (17) (4) (107) - (644)
Written off - (122) - (24) - - (146)
Balance at 31 March 2009 50,713 17,100 684 383 4,069 9,097 82,046

Accumulated depreciation
Balance at 1 April 2008 2,579 1,472 90 81 708 - 4,930
Charge for the year 1,980 1,380 95 51 322 - 3,828
Disposal - (228) (14) (4) (15) - (261)
Written off - (9) - (21) - - (30)
Balance at 31 March 2009 4,559 2,615 171 107 1,015 - 8,467

Net book value
At 31 March 2009 46,154 14,485 513 276 3,054 9,097 73,579

(a)	 The buildings of the Group are situated in the PRC and located on land use rights/prepaid land lease under medium-term 
leases.

(b)	 Construction-in-progress represents Quangang Hongli’s new manufacturing facilities, located at Quangang District, 
Quanzhou City, PRC, in the course of construction.
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11	 Property, Plant and Equipment (cont’d)

The Company’s plant and equipment for the financial year is as follows:

Office equipment

RMB’000

Company
2010
Cost
Balance at 1 April 2009 28
Additions 6
Written off (13)
Balance at 31 March 2010 21

Accumulated depreciation
Balance at 1 April 2009 6
Additions 5
Written off (6)
Balance at 31 March 2010 5

Net book value
At 31 March 2010 16

2009
Cost
Balance at 1 April 2008 17
Additions 11
Balance at 31 March 2009 28

Accumulated depreciation
Balance at 1 April 2008 1
Additions 5
Balance at 31 March 2009 6

Net book value
At 31 March 2009 22
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12	 Land Use Rights
Group

2010 2009

RMB’000 RMB’000

Cost
Balance at 1 April and 31 March 25,875 25,875

Accumulated amortisation
Balance at 1 April 2,898 2,381
Charge for the year 518 517
Balance at 31 March 3,416 2,898

Net book value
At 31 March 22,459 22,977

The prepaid lease premiums represent medium-term land use rights for the plots of land situated in the PRC. Amortisation is 
provided to write off the prepaid lease premiums over 50 years.

13	 Prepaid Land Lease
Group

2010 2009

RMB’000 RMB’000

Cost
Balance at 1 April 960 -
Addition - 960
Balance at 31 March 960 960

Accumulated amortisation
Balance at 1 April 128 -
Charge for the year 192 128
Balance at 31 March 320 128

Net book value
At 31 March 640 832

Represented by:
Non-current 448 640
Current 192 192

640 832

The prepaid land lease payments represent a lump-sum prepayment of 5-year rental expense for a plot of land situated in the 
PRC. Amortisation is provided to write off the prepaid land lease payments over the 5 years. 
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14	 Investment in Subsidiaries
Company

2010 2009

RMB’000 RMB’000

Unquoted equity shares, at cost 49,050 48,504

	 Details of the subsidiaries are as follows:

Name of subsidiaries

Country of 
incorporation/
principal place

of business Principal activities Cost of investment
Equity held

by the Group

2010 2009 2010 2009

RMB’000 RMB’000 % %

Held by the Company

Eratat (Fujian) Light Industry 
Development Co., Ltd

PRC Production of shoe materials 10,681 10,135 100 100

 
Fujian Haimingwei Shoes 
Co., Ltd

PRC Production of sports shoes, 
travel shoes, soles, apparel 
and fabric bags

20,369 20,369 100 100

Jinjiang Wanshida Computer 
Embroidery Co., Ltd

PRC Manufacture of all kinds of 
computer embroidery and 
dress

3,000 3,000 100 100

Quanzhou City Quangang 
Hongli Shoes Co., Ltd

PRC Production of shoes 15,000 15,000 100 100

49,050 48,504

All the subsidiaries are audited by Moore Stephens LLP for FRS consolidation purposes.

During the current financial year, the Company increased its investment in the registered and paid-up capital of Eratat (Fujian) 
Light Industry Development Co., Ltd from HK$10.9 million (approximately equivalent to RMB10,135,000) to HK$11.5 million 
(approximately equivalent to RMB10,681,000) by its additional capital investment of HK$0.6 million (approximately equivalent 
to RMB546,000) in cash.

15	 Goodwill
Group

2010 2009

RMB’000 RMB’000

Balance at beginning of year and at end of the year 1,759 1,759

The goodwill arising on consolidation relates to the excess of the cost of acquisition over the fair value of the Group’s share of 
the net identifiable assets acquired of Quangang Hongli.

The Group assessed the recoverable amount of goodwill based on value in use calculation which uses cash flow projections 
based on financial budgets of the Group approved by management covering a five-year period. Cash flows beyond the five-
year period are extrapolated using the estimated growth rate of 5% per annum. The growth rate used is based on historical 
growth and past experience and does not exceed the currently estimated long-term growth rate of the industries in which the 
Group operates. The discount rate used was at 8% and has been applied to the cash flows. Management believe that any 
reasonably possible change in the key assumptions on which recoverable amount is based would not cause the carrying 
amount of goodwill to exceed its recoverable amount.
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16	 Inventories
Group

2010 2009

RMB’000 RMB’000

Raw materials 13,928 5,768
Work-in-progress 5,173 2,333
Finished goods 894 2,885

19,995 10,986

17	 Trade Receivables
Group

2010 2009

RMB’000 RMB’000

Trade receivables 269,087 167,726

Trade receivables are generally on 90-120 days (2009: 30-90 days) credit terms.

18	 Other Receivables and Other Current Assets
Group Company

2010 2009 2010 2009

RMB’000 RMB’000 RMB’000 RMB’000

Other receivables 141 264 141 179
Trade deposits to suppliers 25,252 48,479 - -

25,393 48,743 141 179

Other current assets
Prepayments 20,586 10,252 - -

45,979 58,995 141 179

	 Trade deposits to suppliers relate to deposits placed with suppliers and sub-contractors for the purchase of raw materials and 
production of apparels. 

19	 Due from/(to) Subsidiaries

The amounts due from/(to) subsidiaries are non-trade in nature, unsecured, interest-free and are repayable on demand and 
are denominated in Renminbi.
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20	 Cash and Cash Equivalents
Group Company

2010 2009 2010 2009

RMB’000 RMB’000 RMB’000 RMB’000

Cash on hand 412 763 2 151
Cash at bank 175,589 153,488 981 2,308
Cash and cash equivalents as disclosed  
in the consolidated statement of cash flows

176,001 154,251 983 2,459

Cash at bank bears interest rates ranging from 0.25% to 0.825% (2009: 0.25% to 0.825%) per annum.

Cash and cash equivalents are denominated in the following currencies:

21	 Share Capital

(a)	 Issued and Paid-up Capital

Group and Company

2010 2009

Number of 
ordinary shares

Share
capital

Number of 
ordinary shares

Share
capital

RMB’000 RMB’000

At the beginning of the year 414,912,514 239,159 290,029,357 68,991
New shares issued - - 124,883,157 170,168
At the end of the year 414,912,514 239,159 414,912,514 239,159

	 The ordinary shares have no par value. The holders of ordinary shares are entitled to receive dividends as and when 
declared by the Company. All ordinary shares carry one vote per share without restriction.

(b)	 Bonus Warrants

	 On 19 January 2010, the Company issued 123,583,653 free non-renounceable bonus warrants (“Bonus Warrants”) to its 
shareholders on the basis of three Bonus Warrants for every ten existing ordinary shares held on books closure date on  
7 January 2010. Each Bonus Warrant entitles the warrantholder to subscribe for one new ordinary share (“New Share”) at 
the exercise price of S$0.30, exercisable on the date falling three years from the date of issue on 18 January 2013, subject 
to the terms and conditions of the Bonus Warrants as set out in a deed poll executed by the Company.

	 The New Shares arising from the exercise of the Bonus Warrants, when issued and allotted, shall rank pari passu in all 
respects with the existing ordinary shares already issued save for any dividends, rights, allotments or other distributions 
on the record date for which falls before the exercise date.
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22	 Reserves

	 (a)	 Statutory Reserve

	 In accordance with the relevant laws and regulations of the PRC, the subsidiaries of the Group established in the PRC is 
required to transfer 10% of its profit after income tax prepared in accordance with the accounting regulations in the PRC 
to the statutory reserve until the reserve balance reaches 50% of the respective registered capital. Such reserve may be 
used to reduce any losses incurred or for capitalisation as paid-up capital.

	 (b)	 Merger Reserve

	 The merger reserve of the Group represents the difference of the nominal value of the shares of the subsidiaries acquired 
over the Company’s cost of investment in those subsidiaries pursuant to the Group Restructuring in 2008.

	 (c)	 Foreign Currency Translation Reserve

	 Foreign currency translation reserve arises from the translation of the financial statements of group companies’ assets and 
liabilities whose functional currencies are different from the presentation currency of the Group.

23	 Trade Payables
Group

2010 2009

RMB’000 RMB’000

Trade payables 43,566 17,060

24	 Other Payables
Group Company

2010 2009 2010 2009

RMB’000 RMB’000 RMB’000 RMB’000

Accrued staff costs 15,670 15,185 156 100
Accrued directors’ fees 158 242 158 242
Other payables 1,878 1,845 1,077 1,027
VAT payable 5,663 6,739 - -

23,369 24,011 1,391 1,369

25	 Amount due to a Director

The amount due to a director was non-trade in nature, unsecured, interest-free and was repayable on demand.
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26	 Dividends

Group

2010 2009

RMB’000 RMB’000

Final one-tier (tax-exempt) dividend of RMB0.0152 per share – FY2009 6,325 -

	 The Board of Directors has recommended a final one-tier (tax-exempt) dividend of RMB0.0466 per share to be approved by 
shareholders at the Company’s forthcoming annual general meeting. These financial statements do not reflect this dividend 
payable, which will be accounted for in shareholder’s equity as an appropriation of retained earnings in the financial year ended 
31 March 2011, subject to shareholders’ approval at the Company’s forthcoming annual general meeting.

27	 Related Party Transactions

	 (a)	 Transactions with related parties

	 The Group had the following transactions with related parties during the financial year at terms agreed between the 
parties, as detailed below:

Group

2010 2009

RMB’000 RMB’000

Professional fees paid to a firm in which a director of the Company has an interest - 19
Consultancy fees paid to a director of the Company to oversee the implementing 

and operating of the new footwear manufacturing process of the Group
40 237

(b)	 Compensation of Directors and Key Management Personnel

	 The remuneration of directors and key management personnel during the financial year is as follows:

Group

2010 2009

RMB’000 RMB’000

Fees 636 966
Salaries 4,782 3,439
Retirement scheme and CPF contributions 822 655

6,240 5,060

Comprising:
Directors of the Company 3,613 3,004
Key management personnel 2,627 2,056

6,240 5,060
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28	 Commitments

(a)	 Operating Lease Commitments

	 At the balance sheet date, the Group has outstanding commitments under non-cancellable operating leases, which fall 
due as follows:

Group

2010 2009

RMB’000 RMB’000

Within one year 91 288
In the second to fifth years inclusive 91 -

	 Operating lease payments represent rentals payable by the Group for its showroom and corporate office. Leases are 
negotiated for an average term of three years.

(b)	 Capital Commitments

	 Capital expenditure contracted at the balance sheet date but not provided for in the consolidated financial statements in 
respect of:

Group

2010 2009

RMB’000 RMB’000

Construction of  new manufacturing facilities 30,304 31,304

(c)	 Advertising Expenditure Commitments

	 Advertising expenditure committed at the balance sheet date but not provided for in the consolidated financial statements 
in respect of:

Group

2010 2009

RMB’000 RMB’000

Contracted advertisement fees within one year 12,500 7,675

29	 Financial Instruments

(a)	 Financial Risk Management Objectives and Policies

	 The Group’s activities expose it to a variety of financial risks, including the effects of foreign currency exchange, 
credit, interest rate and liquidity risks. The Group does not hold or issue derivative financial instruments for speculative 
purposes.

(i)	 Foreign currency exchange risk

	 The Group has no significant exposure to foreign currency exchange risk as the Group mostly carries out its business 
in the PRC and the transactions are denominated in Renminbi. The Company operates in Singapore and its functional 
currency was changed from Singapore dollars to Renminbi as disclosed in Note 3(b)(i).

	 The Group has not entered into any forward currency contracts or any hedging instruments to manage the foreign 
currency risk. This exposure is managed as far as possible by natural hedges of matching assets and liabilities 
and the Group monitors the foreign currencies exchange rates movement closely to ensure that this exposure is 
minimised.
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29	 Financial Instruments (cont’d)

(a)	 Financial Risk Management Objectives and Policies (cont’d)

(i)	 Foreign currency exchange risk (cont’d)

	 The Group’s financial assets and financial liabilities are denominated in the following currencies: 

2010 2009

Singapore 
dollars Reminbi Total

Singapore 
dollars Reminbi Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Financial assets
Trade receivables - 269,087 269,087 - 167,726 167,726
Other receivables 141 25,252 25,393 179 48,564 48,743
Cash and cash equivalents 983 175,018 176,001 2,459 151,792 154,251

1,124 469,357 470,481 2,638 368,082 370,720

Financial liabilities
Trade and bills payables - (43,566) (43,566) - (17,060) (17,060)
Other payables (1,391) (21,978) (23,369) (1,369) (22,642) (24,011)

(1,391) (65,544) (66,935) (1,369) (39,702) (41,071)

Net financial (liabilities)/assets (267) 403,813 403,546 1,269 328,380 329,649
Add: Net non-financial assets - 20,586 20,586 - 10,252 10,252
Currency exposure (267) 424,399 424,132 1,269 338,632 339,901

	 Sensitivity analysis

	 If the S$ changes against the RMB by 5% (2009: 5%) with all other variables including the tax rate being held constant, 
the effects arising from the net financial asset/liability position will be as follows:

Increase/(Decrease) in  
Profit after income tax

2010 2009

RMB’000 RMB’000

S$ against RMB
 - strengthened (10) 47
 - weakened 10 (47)
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29	 Financial Instruments (cont’d)

(a)	 Financial Risk Management Objectives and Policies (cont’d)

(ii)	 Credit risk

	 Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to 
the Group.

	 The Group’s principal financial assets are cash and cash equivalents, and trade and other receivables.

	 Cash deposits are held with creditworthy financial institutions.

	 The Group’s credit risk is primarily attributable to its trade and other receivables, and is represented by the carrying 
amount of each of the financial asset in the balance sheet.  For trade receivables, the Group adopts the policy of 
dealing only with customers with appropriate credit history and credit standing.  For other financial assets, the Group 
adopts the policy of dealing only with low risk credit qualify counter parties.  Recoverability of debts is monitored on 
an on-going basis.

	 As at 31 March 2010, the five largest trade receivables represent approximately 46% (2009: 49%) of the total 
receivables. As the Group does not hold any collateral or other credit enhancers to cover this credit risk, the maximum 
exposure to credit risk for each class of financial assets is the carrying amount of that class of financial assets 
presented on the balance sheet.

	 Financial assets that are neither past due nor impaired

	 Trade and other receivables that are neither past due nor impaired are creditworthy debtors with good payment 
record with the Group.  Cash deposits that are either past due nor impaired are mainly deposits with banks with high 
credit ratings and no history of default. For the amount due from subsidiaries, management monitor and review the 
balance closely.

	 Financial assets that are past due and not impaired

	 There is no other class of financial assets that is either past due or impaired except for trade receivables as disclosed 
below.

	 The Group has trade receivables of Nil (2009: RMB6,238,000) that are past due at the balance sheet date but not 
impaired.  These trade receivables are unsecured and the analysis of term aging at the balance sheet date is as 
follows:

Group

2010 2009

RMB’000 RMB’000

Past due 0 to 3 months - 6,238

	 There are no other financial assets that were determined to be impaired during the financial years ended 31 March 
2010 and 2009.

	 (iii)	 Interest risk

	 The Group has no significant exposure to interest risk as the Group has no significant interest-bearing financial assets 
and/or liabilities.

(iv)	 Liquidity risk

	 The Group maintains sufficient cash and cash equivalents, and internally generated cash flows to finance their 
activities, including maintaining the flexibility of funding through the use of stand-by credit facilities.  Management 
monitors this regularly to keep its liquidity risk to an appropriate level.

	 The maturity profile of the Group’s financial liabilities based on contractual undiscounted cash flows is less than one 
year.

China Eratat Sports Fashion Limited • Annual Report FY2010   55



NOTES TO THE FINANCIAL STATEMENTS
FINANCIAL YEAR ENDED 31 MARCH 2010

29	 Financial Instruments (cont’d)

(b)	 Fair Value

	 The carrying amounts of current financial assets and current financial liabilities approximate their respective fair values due 
to the relatively short-term maturity of these financial instruments.

30	 Capital Management

The primarily objective of the Group’s capital management is to ensure that it maintains a strong credit rating and healthy 
capital ratios in order to support its business and maximise shareholder value.

The Group manages its capital structure, and makes adjustment to it, in the light of changes in economic conditions. To 
maintain or adjust the capital structure, the Group may adjust dividend payment to shareholders, return capital to shareholders 
or issue new shares, raise new debts, redeem existing debts or sell assets to reduce debts. No changes were made in the 
objectives, policies or processes during the financial year ended 31 March 2010.

The capital structure of the Group consists of equity attributable to equity holders of the Company, comprising share capital, 
reserves and retained earnings, and net debt which represents total debts including provision for income tax, net of cash and 
cash equivalents.

The net debt against total equity as at 31 March is as follows:

Group

2010 2009

RMB’000 RMB’000

Total debts 73,097 47,427
Cash and cash equivalents (Note 20) (176,001) (154,251)
Net cash (102,904) (106,824)

Equity attributable to owners of the Company 533,995 443,678

Net debt against total equity N.M. N.M.

	 N.M.: Not meaningful

	 The Group is not subjected to any externally imposed capital requirements.
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NOTES TO THE FINANCIAL STATEMENTS
FINANCIAL YEAR ENDED 31 MARCH 2010

31	 Segment Information

For management purposes, the Group is organised into two reportable segments, which are footwear and apparel. There are no 
operating segments that have been aggregated to form the above reportable operating segments. Management monitors the 
operating results of its operating segments for the purpose of making decisions above resource allocation and performance. 

The accounting policies of the reportable segments are the same as the Group’s accounting policies discussed in Note 3. 
Segment revenue includes transfers between operating segments. Such transfers are accounted for at competitive market 
prices charged to unaffiliated customers for similar goods. The transfers are eliminated on consolidation.

(a)	 Operating Segments

Footwear Apparel Total

RMB’000 RMB’000 RMB’000

2010
Revenue
External revenue 550,802 347,918 898,720
Inter-segment revenue 49,221 - 49,221

600,023 347,918 947,941
Elimination (49,221)

898,720

Segment results 135,405 123,144 258,549
Unallocated expenses, net* (127,081)
Finance income 576
Income tax (35,402)
Profit for the year 96,642

Assets and liabilities
Unallocated assets# 607,092
Total assets 607,092

Unallocated liabilities# (73,097)
Total liabilities (73,097)

Other information
Depreciation and amortisation - unallocated 5,408
Capital expenditure - unallocated 2,622
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NOTES TO THE FINANCIAL STATEMENTS
FINANCIAL YEAR ENDED 31 MARCH 2010

31	 Segment Information (cont’d)

(a)	 Operating Segments (cont’d)

Footwear Apparel Total

RMB’000 RMB’000 RMB’000

2009
Revenue
External revenue 518,967 258,355 777,322
Inter-segment revenue 43,404 - 43,404

562,371 258,355 820,726
Elimination (43,404)

777,322

Segment results 135,623 98,365 233,988
Unallocated expenses, net* (88,130)
Finance income 949
Income tax (20,883)
Profit for the year 125,924

Assets and liabilities
Unallocated assets# 491,105
Total assets 491,105

Unallocated liabilities# 47,427
Total liabilities 47,427

Other information
Depreciation and amortisation - unallocated 4,473
Capital expenditure - unallocated 22,467

* 	 Unallocated expenses, net include other operating income, selling and distribution expenses, administrative expenses and other 
operating expenses. There is no reasonable basis to allocate these net expenses between the operating segments. Therefore, these 
items are disclosed as unallocated in the reportable segment information.

# 	 Assets of the Group are utilised interchangeably between the different operating segments and there is no reasonable basis to 
allocate liabilities of the Group between the different operating segments. Accordingly, assets and liabilities of the Group are 
disclosed as unallocated in the reportable segment information.

	 (b)	 Geographical Segments

	 The assets and liabilities of the Group are substantially located in the PRC. No geographical segment information are 
therefore presented.

(c) 	 Information about Major Customers

	 External revenue of approximately RMB353.9 million (2009: RMB316.1 million) arose from sales of footwear and apparel 
to the Group’s five largest customers.

32	 Subsequent Events

 	 On 31 May 2010, the Company announced its change of financial year end from 31 March to 31 December, so as to align 
with the statutory financial year ends of its subsidiaries in the PRC.  Consequently, the following financial year will cover a nine-
months period from 1 April 2010 to 31 December 2010. Thereafter, the financial years will commence from 1 January and end 
on 31 December each year.
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Capital Structure
Class of Equity Securities	 :	 Ordinary

Number of Equity Securities	 :	 414,912,514

Voting Rights	 :	 One vote per share

The Company does not hold any Treasury Shares as at 15 June 2010.

DISTRIBUTION OF SHAREHOLDINGS 

SIZE OF SHAREHOLDINGS
NO. OF 

SHAREHOLDERS %
NO. OF  

SHARES %

1 - 999 1 0.05 743 0.00

1,000 - 10,000 514 26.44 3,376,000 0.81

10,001 - 1,000,000 1,392 71.61 104,691,771 25.23

1,000,001 and above 37 1.90 306,844,000 73.96

TOTAL 1,944 100.00 414,912,514 100.00

Substantial Shareholders
(As recorded in the Register of Substantial Shareholders as at 15 June 2010)
 
	 Direct		  Deemed

	 Interest	 %	 Interest	 %

Sunny Joy Limited	 120,325,000	 29.00	 -	 -
Lin Jiancheng	 1,200,000	 0.29	 120,325,000(1)	 29.00
Ye Sanzhi	 32,175,000	 7.75	 -	 -
 
Note:
(1)  �Mr Lin Jiancheng is deemed to be interested in the shares held by Sunny Joy Limited by virtue of Section 7 of the Companies Act, Cap. 50.

STATISTICS OF SHAREHOLDINGS 
AS AT 15 JUNE 2010
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TWENTY LARGEST SHAREHOLDERS

No. NAME
NO. OF  

SHARES %

1 SUNNY JOY LIMITED 120,325,000 29.00

2 YE SANZHI 32,175,000 7.75

3 ANG KAY TIONG                 15,770,000 3.80

4 HSBC (SINGAPORE) NOMINEES PTE LTD 13,652,000 3.29

5 DBS NOMINEES PTE LTD          13,161,000 3.17

6 DBS VICKERS SECURITIES (S) PTE LTD  12,726,000 3.07

7 UOB KAY HIAN PTE LTD          10,614,000 2.56

8 OCBC SECURITIES PRIVATE LTD   10,196,000 2.46

9 KIM ENG SECURITIES PTE. LTD.  9,545,000 2.30

10 ZHONG SEQING                  8,849,000 2.13

11 BOON SUAN LEE                 6,090,000 1.47

12 TAY AH KEE                    5,455,000 1.31

13 PHILLIP SECURITIES PTE LTD    5,436,000 1.31

14 DING PENGPENG                 3,009,000 0.73

15 CITIBANK NOMINEES SINGAPORE PTE LTD  3,002,000 0.72

16 BOON KIA IN VINCENT           2,946,000 0.71

17 LIU LEMING                    2,900,000 0.70

18 YEO SENG BUCK                 2,825,000 0.68

19 BOON SU ANN JUANITA           2,248,000 0.54

20 LUI YEN LI (LI YANLI)         2,000,000 0.48

	 TOTAL 282,924,000 68.18

Percentage of Shareholdings held in the Hands of Public
 
As at 15 June 2010, approximately 62.96% of the Company’s shares are held in the hands of public. Accordingly, the Company 
has complied with the Rule 723 of the Listing Manual of the SGX-ST.

STATISTICS OF SHAREHOLDINGS 
AS AT 15 JUNE 2010
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STATISTICS OF WARRANTHOLDINGS 
AS AT 15 JUNE 2010

Number of Issued Warrants	 :	 123,580,653
Expiry Date of Warrants	 :	 12 January 2013
Number of Warrants Exercised 	 :	 Nil

Each Warrant entitles the holder to subscribe for the Company’s Shares at S$0.30 each.

DISTRIBUTION OF WARRANTHOLDINGS 

SIZE OF WARRANTHOLDINGS
NO. OF 

WARRANTHOLDERS %
NO. OF 

WARRANTS %

1 - 999 154 9.45 81,600 0.07
1,000 - 10,000 903 55.40 4,580,024 3.70
10,001 - 1,000,000 555 34.05 30,977,329 25.07
1,000,001 and above 18 1.10 87,941,700 71.16
TOTAL 1,630 100.00 123,580,653 100.00

TWENTY LARGEST WARRANTHOLDERS

No. NAME
NO. OF 

WARRANTS %

1 SUNNY JOY LIMITED 36,097,500 29.21
2 YE SANZHI 9,652,500 7.81
3 DBS NOMINEES PTE LTD          6,285,500 5.09
4 ANG KAY TIONG                 5,296,500 4.29
5 OCBC SECURITIES PRIVATE LTD   4,794,200 3.88
6 HSBC (SINGAPORE) NOMINEES PTE LTD 3,316,200 2.68
7 KIM ENG SECURITIES PTE. LTD.  3,143,500 2.54
8 TAY AH KEE                    3,016,500 2.44
9 CITIBANK NOMINEES SINGAPORE PTE LTD  2,751,600 2.23
10 DBS VICKERS SECURITIES (S) PTE LTD  2,463,700 1.99
11 ZHONG SEQING                  2,038,200 1.65
12 YIP KAI MING                  1,654,000 1.34
13 UOB KAY HIAN PTE LTD          1,559,400 1.26
14 LUI YEN LI (LI YANLI)         1,515,000 1.23
15 CHEONG GIM KHENG              1,200,000 0.97
16 MA JI HONG                    1,122,000 0.91
17 CHEW CHEE HEONG               1,019,000 0.82
18 BOON SU ANN JUANITA           1,016,400 0.82
19 BOON KIA IN VINCENT           883,800 0.72
20 GOH SOO SIAH                  870,000 0.70

TOTAL 89,695,500 72.58
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NOTICE IS HEREBY GIVEN that the Annual General Meeting of China Eratat Sports Fashion Limited (the “Company”) will be held at  
M Hotel Singapore, Anson Room 3, 81 Anson Road, Singapore 079908 on Tuesday, 27 July 2010 at 9.30 a.m. for the following 
purposes:

AS ORDINARY BUSINESS

1.	 To receive and adopt the Directors’ Report and the Audited Accounts of the Company for the financial year ended  
31 March 2010 together with the Auditors’ Report thereon.	 (Resolution 1)

2.	 To declare a first and final dividend of RMB0.0466 per share, tax exempt one-tier for the financial year ended 31 March 2010 
(2009: RMB0.0152 per share, tax exempt one-tier ).	 (Resolution 2)

3.	 To re-elect the following Directors retiring pursuant to Article 107 of the Articles of Association of the Company:

	 Mr Lin Jiancheng	 (Resolution 3)
	 Mr Tao Yeoh Chi	 (Resolution 4)
	
	 Mr Lin Jiancheng will, upon re-election as a Director of the Company, remain as a member of the Nominating Committee and 

will be considered non-independent.

	 Mr Tao Yeoh Chi will, upon re-election as a Director of the Company, remain as Chairman of the Nominating Committee and a 
member of the Audit and Remuneration Committees and will be considered independent. 

4.	 To re-appoint Mr Lam Peck Heng, a Director of the Company retiring under Section 153(6) of the Companies Act, Cap. 50, to 
hold office from the date of this Annual General Meeting until the next Annual General Meeting of the Company. 

	 [See Explanatory Note (i)]	 (Resolution 5)

5.	 To approve the payment of Directors’ fees of S$107,250 for the financial period ending 31 December 2010, to be paid quarterly 
in arrears. (FY2010: S$210,000)

	 [See Explanatory Note (ii)]	 (Resolution 6)

6.	 To re-appoint Messrs Moore Stephens LLP as the Auditors of the Company and to authorise the Directors of the Company to 
fix their remuneration.	 (Resolution 7)

		
7.	 To transact any other ordinary business which may properly be transacted at an Annual General Meeting.

AS SPECIAL BUSINESS

To consider and if thought fit, to pass the following resolutions as Ordinary Resolutions, with or without any modifications:
		
8.	 Authority to issue shares 

	 That pursuant to Section 161 of the Companies Act, Cap. 50 and Rule 806 of the Listing Manual of the Singapore Exchange 
Securities Trading Limited, the Directors of the Company be authorised and empowered to: 

(a)	 (i)	 issue shares in the Company (“shares”) whether by way of rights, bonus or otherwise; and/or

(ii)	 make or grant offers, agreements or options (collectively, “Instruments”) that might or would require shares to be 
issued, including but not limited to the creation and issue of (as well as adjustments to) options, warrants, debentures 
or other instruments convertible into shares, 

at any time and upon such terms and conditions and for such purposes and to such persons as the Directors of the 
Company may in their absolute discretion deem fit; and

(b)	 (notwithstanding the authority conferred by this Resolution may have ceased to be in force) issue shares in pursuance of 
any Instruments made or granted by the Directors of the Company while this Resolution was in force,
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provided that:

(1)	 the aggregate number of shares (including shares to be issued in pursuance of the Instruments, made or granted pursuant 
to this Resolution) to be issued pursuant to this Resolution shall not exceed fifty per centum (50%) of the total number of 
issued shares (excluding treasury shares) in the capital of the Company (as calculated in accordance with sub-paragraph 
(2) below), of which the aggregate number of shares to be issued other than on a pro rata basis to shareholders of the 
Company shall not exceed twenty per centum (20%) of the total number of issued shares (excluding treasury shares) in 
the capital of the Company (as calculated in accordance with sub-paragraph (2) below);

(2)	 (subject to such calculation as may be prescribed by the Singapore Exchange Securities Trading Limited) for the purpose 
of determining the aggregate number of shares that may be issued under sub-paragraph (1) above, the total number of 
issued shares (excluding treasury shares) shall be based on the total number of issued shares (excluding treasury shares) 
in the capital of the Company at the time of the passing of this Resolution, after adjusting for: 

(a)	 new shares arising from the conversion or exercise of any convertible securities;

(b)	 new shares arising from exercising share options or vesting of share awards which are outstanding or subsisting at 
the time of the passing of this Resolution; and 

(c)	 any subsequent bonus issue, consolidation or subdivision of shares;

(3)	 (until 31 December 2010 or such other expiration date as may be determined by Singapore Exchange Securities Trading 
Limited), the limit on the aggregate number of shares (including shares to be issued in pursuance of the Instruments, 
made or granted pursuant to this Resolution) of fifty per cent (50%) of the total number of issued shares (excluding treasury 
shares) in the capital of the Company set out in sub-paragraph (1) above, shall be increased to 100%, for purposes of 
enabling the Company to undertake pro-rata renounceable rights issues; 

(4)	 in exercising the authority conferred by this Resolution, the Company shall comply with the provisions of the Listing 
Manual of the Singapore Exchange Securities Trading Limited for the time being in force (unless such compliance has 
been waived by the Singapore Exchange Securities Trading Limited) and the Articles of Association of the Company; 
and 

(5)	 unless revoked or varied by the Company in a general meeting, such authority shall continue in force until the conclusion 
of the next Annual General Meeting of the Company or the date by which the next Annual General Meeting of the Company 
is required by law to be held, whichever is earlier.

		  [See Explanatory Note (iii)]	 (Resolution 8)

By Order of the Board

Tan Cher Liang
Company Secretary

Singapore
5 July 2010
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Explanatory Notes:

(i)	 The effect of the Ordinary Resolution 5 proposed in item 4 above, is to re-appoint a director of the Company who is over 70 
years of age.  

	 Mr Lam Peck Heng will, upon re-appointment as a Director of the Company, remain as Chairman of the Remuneration 
Committee and a member of the Audit and Nominating Committees and will be considered independent. 

(ii)	 The Company has changed its financial year from 31 March to 31 December. The Directors’ Fees are prorated on a nine 
months’ basis from 1 April 2010 to 31 December 2010.

(iii)	 The Ordinary Resolution 8 in item 8 above, if passed, will empower the Directors of the Company, effective until the conclusion 
of the next Annual General Meeting of the Company, or the date by which the next Annual General Meeting of the Company 
is required by law to be held or such authority is varied or revoked by the Company in a general meeting, whichever is the 
earlier, to issue shares, make or grant Instruments convertible into shares and to issue shares pursuant to such Instruments, 
up to a number not exceeding, in total, 50% of the total number of issued shares (excluding treasury shares) in the capital of 
the Company, of which up to 20% may be issued other than on a pro-rata basis to shareholders. The 50% limit referred to in 
the preceding sentence may be increased to 100% for the Company to undertake pro-rata renounceable rights issues subject 
to timeline stated below.

	 For determining the aggregate number of shares that may be issued, the total number of issued shares (excluding treasury 
shares) will be calculated based on the total number of issued shares (excluding treasury shares) in the capital of the Company 
at the time this Ordinary Resolution is passed after adjusting for new shares arising from the conversion or exercise of any 
convertible securities or share options or vesting of share awards which are outstanding or subsisting at the time when this 
Ordinary Resolution is passed and any subsequent bonus issue, consolidation or subdivision of shares.

	 The 100% renounceable pro-rata rights issue limit is one of the new measures implemented by the SGX-ST as stated in a 
press release entitled “SGX introduces further measures to facilitate fund raising” dated 19 February 2009 and which became 
effective on 20 February 2009 until 31 December 2010. The effectiveness of these measures will be reviewed by the SGX-ST at 
the end of the period. It will provide the Directors with an opportunity to raise funds and avoid prolonged market exposure by 
reducing the time taken for shareholders’ approval, in the event the need arises. Minority shareholders’ interests are mitigated 
as all shareholders have equal opportunities to participate and can dispose their entitlements through trading of nil-paid 
rights if they do not wish to subscribe for their rights shares.  It is subject to the condition that the Company makes periodic 
announcements on the use of the proceeds as and when the funds are materially disbursed and provides a status report on 
the use of proceeds in the annual report.

Notes:

1.	 A Member entitled to attend and vote at the Annual General Meeting (the “Meeting”) is entitled to appoint a proxy to attend 
and vote in his/her stead.  A proxy need not be a Member of the Company.

		
2.	 The instrument appointing a proxy must be deposited at the Registered Office of the Company at 50 Raffles Place  

#32-01 Singapore Land Tower Singapore 048623 not less than forty-eight (48) hours before the time appointed for holding 
the Meeting.
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CHINA ERATAT SPORTS FASHION Limited
(Company Registration No. 200705552D)
(Incorporated In The Republic of Singapore)

PROXY FORM
(Please see notes overleaf before completing this Form)

I/We, __________________________________________________________________________________________________ (Name)

of ________________________________________________________________________________________________ (Address)

being a member/members of CHINA ERATAT SPORTS FASHION Limited (the “Company”), hereby appoint:

Name NRIC/Passport No. Proportion of Shareholdings

No. of Shares %

Address

and/or (delete as appropriate)

Name NRIC/Passport No. Proportion of Shareholdings

No. of Shares %

Address

or failing the person, or either or both of the persons, referred to above , the Chairman of the Meeting as my/our proxy/proxies to vote 
for me/us on my/our behalf at the Annual General Meeting (the “Meeting”) of the Company to be held on Tuesday, 27 July 2010 at 9.30 
a.m. and at any adjournment thereof.  I/We direct my/our proxy/proxies to vote for or against the Resolutions proposed at the Meeting 
as indicated hereunder.  If no specific direction as to voting is given or in the event of any other matter arising at the Meeting and at any 
adjournment thereof, the proxy/proxies will vote or abstain from voting at his/her discretion. The authority herein includes the right to 
demand or to join in demanding a poll and to vote on a poll.

(Please indicate your vote “For” or “Against” with a tick [√] within the box provided)

No. Resolutions relating to:  For Against
 1 Directors’ Report and Audited Accounts for the financial year ended 31 March 2010
2 Payment of proposed first & final dividend
3 Re-election of Mr Lin Jiancheng as a Director
4 Re-election of Mr Tao Yeoh Chi as a Director
4 Re-appointment of Mr Lam Peck Heng as a Director
5 Approval of Directors’ fees amounting to S$107,250 for the financial period ending 31 December 

2010
6 Re-appointment of Messrs Moore Stephens LLP as Auditors
7 Authority to issue new shares

Dated this day of 2010

Total number of Shares in: No. of Shares

Signature of Shareholder(s) (a)  CDP Register

or, Common Seal of Corporate Shareholder (b)  Register of Members
 

* Delete where inapplicable

IMPORTANT:
1.	 For investors who have used their CPF monies to buy China Eratat Sports Fashion 

Limited’s shares, this Report is forwarded to them at the request of the CPF Approved 
Nominees and is sent solely FOR INFORMATION ONLY.

2.	 This Proxy Form is not valid for use by CPF investors and shall be ineffective for all 
intents and purposes if used or purported to be used by them.

3.	 CPF investors who wish to attend the Meeting as an observer must submit their requests 
through their CPF Approved Nominees within the time frame specified. If they also wish 
to vote, they must submit their voting instructions to the CPF Approved Nominees within 
the time frame specified to enable them to vote on their behalf.



Notes :

1.	 Please insert the total number of Shares held by you.  If you have Shares entered against your name in the Depository Register 
(as defined in Section 130A of the Companies Act, Chapter 50 of Singapore), you should insert that number of Shares.  If you 
have Shares registered in your name in the Register of Members, you should insert that number of Shares.  If you have Shares 
entered against your name in the Depository Register and Shares registered in your name in the Register of Members, you 
should insert the aggregate number of Shares entered against your name in the Depository Register and registered in your 
name in the Register of Members.  If no number is inserted, the instrument appointing a proxy or proxies shall be deemed to 
relate to all the Shares held by you.

2.	 A member of the Company entitled to attend and vote at a meeting of the Company is entitled to appoint one or two proxies to 
attend and vote in his/her stead. A proxy need not be a member of the Company.

3.	 Where a member appoints two proxies, he/she shall specify the proportion of his/her shareholding (expressed as a percentage 
of the whole) to be represented by each proxy. If no such proportion is specified, the first named proxy shall be treated as 
representing 100% of the shareholding and any second named proxy as an alternate to the first named proxy, or at the 
Company’s option to treat the instrument of proxy as invalid.

4.	 Completion and return of this instrument appointing a proxy shall not preclude a member from attending and voting at the 
Meeting. Any appointment of a proxy or proxies shall be deemed to be revoked if a member attends the meeting in person, 
and in such event, the Company reserves the right to refuse to admit any person or persons appointed under the instrument 
of proxy to the Meeting.

5.	 The instrument appointing a proxy or proxies must be deposited at the registered office of the Company at 50 Raffles Place, 
#32-01 Singapore Land Tower, Singapore 048623 not less than forty-eight (48) hours before the time appointed for the 
Meeting.

6.	 The instrument appointing a proxy or proxies must be under the hand of the appointor or of his attorney duly authorised in 
writing.  Where the instrument appointing a proxy or proxies is executed by a corporation, it must be executed either under its 
seal or under the hand of an officer or attorney duly authorised.  Where the instrument appointing a proxy or proxies is executed 
by an attorney on behalf of the appointor, the letter or power of attorney or a duly certified copy thereof must be lodged with 
the instrument.

7.	 A corporation which is a member may authorise by resolution of its directors or other governing body such person as it thinks 
fit to act as its representative at the Meeting, in accordance with Section 179 of the Companies Act, Chapter 50 of Singapore.

General:

The Company shall be entitled to reject the instrument appointing a proxy or proxies if it is incomplete, improperly completed or 
illegible, or where the true intentions of the appointor are not ascertainable from the instructions of the appointor specified in the 
instrument appointing a proxy or proxies.  In addition, in the case of Shares entered in the Depository Register, the Company may reject 
any instrument appointing a proxy or proxies lodged if the member, being the appointor, is not shown to have Shares entered against 
his name in the Depository Register as at forty-eight (48) hours before the time appointed for holding the Meeting, as certified by The 
Central Depository (Pte) Limited to the Company.
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