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Chairman’s Statement

ER|E

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”), | am
pleased to present this annual report of Z-Obee Holdings Limited (“Z-Obee
Holdings”, or the “Company”) and its subsidiaries (collectively the
“Group”), and a report of the annual results of the Company for the year
ended 31 March 2018.

BUSINESS REVIEW

This financial year was full of challenges and opportunities for the Group. |
was honoured to be appointed as Chairman by the Company and the Board
upon the resumption of trading in the shares of the Company (the “Shares”).
The trading of the Shares had been suspended since 27 June 2014, a period
during which the Company was affected by winding-up petitions presented
by Australia Bank and various creditors. For a time, Z-Obee Holdings faced
the hardship of possible closure and delisting. Fortunately, due to the efforts
of the Company’s investors, management and professional team as since
July 2015, they had assisted the provisional liquidators of the Company
(the “Provisional Liquidators”) in submitting the proposed restructuring
proposal and the proposal for the resumption of trading in the Shares to
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”), their
continuous communication through the Provisional Liquidators, and the
presentation of various proposals for a resumption of trading in the Shares,
trading in the Shares finally resumed on 30 November 2017. The proposals
implemented for resumption included, among others:

1. Introducing a “new management team”: Members of the new
management team have relevant experience in the communications
technology industry and a successful track record. The team
has extensive and relevant experience in the development of
telecommunications products, and substantial knowledge of product
development and the provision of solutions in connection with
telecommunications. It is believed that the integrity, professionalism
and dedication to excellence of the new management team will
contribute to an ongoing enhancement of the Group’s service and
product quality as well as its operating performance.

2. Increasing authorised share capital and the capital
reorganisation: The Company carried out a capital reorganisation
and share consolidation to increase the par value of Shares in
October of last year. It included creating 562,500,000 authorised
consolidated Shares (the “Consolidated Shares”) and increasing
the amount of authorised share capital from US$10,000,000 divided
into 62,500,000 Consolidated Shares, to US$100,000,000 divided
into 625,000,000 Consolidated Shares. The capital reorganisation
and the increase in authorised share capital provided flexibility for the
Company’s future equity fund raising and facilitated the open offer
and the share subscriptions.

In mid-July of last year, the Listing Committee of the Stock Exchange
informed the Company that it could finally proceed with the revised
proposal, subject to conditions being fulfilled to the satisfaction to
the Listing Department by 29 November 2017. The Company met the
conditions on schedule and satisfied their requirements. Therefore, after
three years of suspension, trading in the Shares resumed on 30 November
2017. The provisional liquidators were discharged and the winding-up
petitions were dismissed on the same day.
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FINANCIAL REVIEW

For the year ended 31 March 2018, the Group benefited from China’s
consistent and stable policies for the mobile handset industry and
increasing demand for mobile handsets in major target markets. Turnover
for the year increased to approximately HK$293.3 million, representing a
significant year-on-year increase of 64.1% (2017: approximately HK$178.8
million). The Group’s gross profit increased by approximately 67.1% to
approximately HK$43.1 million compared with the previous year (2017:
approximately HK$25.8 million), while its gross profit margin was similar to
last year, ending up increasing by approximately 0.3 percentage points to
approximately 14.7% (2017: approximately 14.4%).

The Group recorded a loss of approximately HK$175.7 million for the year
(2017: net profit of HK$10.70 million). Contributing to this was the loss on
assets transferred and debts discharged under the Scheme of Arrangement
and relevant expenses of the Group of approximately HK$198.7 million,
among which were the cash consideration of HK$147.0 million for the
usage against (i) the costs in connection with the issuing of the winding
petitions against the Company, the costs in connection with petitions for the
appointment of the Provisional Liquidators and the costs of the schemes of
arrangement of Hong Kong and Bermuda (the “Schemes”); (i) the claims of
preferential creditors and secured creditors of the Company (if any); (iii) the
funding of a claims reserves; and thereafter (iv) the claims of the creditors
admitted under the Schemes, had been fully paid to the Provisional
Liguidators and had been fully recognised as loss on assets transferred and
debts discharged under the Scheme of Arrangement and relevant expenses
for the year ended 31 March 2018.

Due to the loss of some books and records before the restructuring of the
Group which resulted in a disclaimer opinion in the independent auditor’s
report on the Group for the year ended 31 March 2017, the Board decided
to clear those incomplete books and records mainly from 15 Excluded
Companies as defined in the circular dated 25 September 2017, and
the loss on assets transferred and debts discharged under the Scheme
of Arrangement and relevant expenses of the Company during the year
ended 31 March 2018 were approximately HK$198.7 million, including the
restructuring costs and other expenses. However, the Board believed that
these loss on assets transferred and debts discharged under the Scheme
of Arrangement are a non-cash expense with no impact on the liquidity,
business, production and operation of the Group.
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Chairman’s Statement

ER|E

FUTURE PROSPECTS

The fifth-generation mobile network technology (“56G”) continues to be
the focus of global mobile communications operators. According to an
analysis report published by CTIA in the United States of America in
April, the People’s Republic of China (the “PRC”) is the best-prepared
country in terms of government infrastructure policies and investment of
industrial resources in the global race to introduce 5G technology. It is
expected that the PRC will introduce commercial 5G in 2020 and become
the largest market for the technology. The development of 5G not only
enhances mobile communications, but also promotes massive “Internet of
Things” application services and the development and transformation of
various industries, including but not limited to motor vehicles and public
transportation, medical treatment, media and entertainment, and energy
and public utilities. These changes will have revolutionary impacts on the
world as well as bringing new opportunities and developments.

To seize the opportunities brought by 5G, the Group will make use of its
existing resources, extensive market coverage, comprehensive distribution
channels for overseas markets and customer support to further expand
the scale of its sales in the communications technology industry. As well
as focusing on the mobile handset sector, the Group will identify and seize
every global investment opportunities, especially the applications related to
“Internet of Things”, educational technology, so on and so forth, which will
enable it to expand its business and create sustainable, long-term value for
shareholders of the Company and other stakeholders.

In face of such great opportunities, the business environment is expected
to be highly competitive and challenging. The Group will be proactive and
cautious towards its prospects in 2018. While strengthening its advantages
in the mobile handset industry, it will follow an innovative development
strategy, enhance its ability for sustainable development, consolidate
the management of various risks and internal aspects, and make use of
resources to improve the Group’s profitability and strive for more impressive
returns.

On behalf of the Board, | would like to express my gratitude to Z-Obee
Holdings’s management team and all staff for their continuous effort and
contributions to the Group. | also extend my thanks to the shareholders for
their support. In the past, we have overcome many challenges together, and
in the future, we will continue to work hand-in-hand to create handsome
returns for the Group’s business partners and the Company’s shareholders.

W

Xiong Jianrui
Chairman

Hong Kong, 22 June 2018
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Business and Financial Review

The board (the “Board”) of directors (the “Directors”) of Z-Obee Holdings
Limited (the “Company”) herein presents its report together with the audited
consolidated financial statements of the Company and its subsidiaries
(collectively, the “Group”) for the year ended 31 March 2018 (the “year” or
“Reporting Period”).

BUSINESS REVIEW

Winding up petition, appointment of the Provisional Liquidators and
restructuring of the Group

On 4 April 2014, Australia and New Zealand Banking Group Limited
(“ANZ”) presented winding-up petitions to the Court of First Instance of
the High Court of the Hong Kong Special Administrative Region (the “High
Court”) for the winding-up of the Company and Max Sunny Limited (“Max
Sunny”). On the same day, summonses were filed with the High Court
seeking the appointment of provisional liquidators to the Company and
Max Sunny. The petitions and summonses were also supported by The
Hongkong and Shanghai Banking Corporation Limited (“HSBC”). Following
the presentation of the petitions, the Company and Max Sunny engaged in
negotiations with ANZ, with the view to reaching a settlement in respect of
the petitions and summonses.

On 2 May 2014, the Company, Max Sunny and ANZ agreed on the principal
terms of settlement. On 7 May 2014, the deed of settlement (the “Deed”)
was entered into among ANZ, HSBC, the Company and Max Sunny in
full and final settlement of the loans due to ANZ and HSBC. The Deed
provided for an agreed amount to be paid to each of ANZ and HSBC in five
instalments. Upon full compliance of the Deed by the Company and Max
Sunny, ANZ would apply to the High Court for the withdrawal or dismissal
of the winding-up petitions.

Accordingly, the winding-up petitions were further adjourned to 2 July 2014
and the applications for the appointment of provisional liquidators were
adjourned on terms that allowed ANZ to restore the applications on an
urgent basis and without objection from the Company and Max Sunny in
the event that the Company and Max Sunny failed to meet their obligations
under the Deed.

On 6 June 2014, the Company and Max Sunny failed to pay the third
instalment due in accordance with the Deed. On 16 June 2014, the
applications for appointment of provisional liquidators were restored on
an urgent basis. At the hearing of 27 June 2014, the High Court handed
down orders appointing Jong Yat Kit and Donald Edward Osborn as the
joint and several provisional liquidators of the Company and Max Sunny
(the “Provisional Liquidators” or the “Joint and Several Provisional
Liquidators”). Accordingly, trading in the shares of the Company (the
“Shares”) on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) was suspended at 2:37 p.m. on 27 June 2014 at the request
of the Company.
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Business and Financial Review
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Pursuant to the court orders made by the High Court dated 2 June 2015,
So Man Chun was appointed as an additional Joint and Several Provisional
Liquidator.

Since their appointment, the Provisional Liquidators have been investigating
into the affairs of the Group and have taken all necessary actions to preserve
the assets. The Provisional Liquidators have also gathered information
relating to the status of the Group through meetings with various parties,
including but not limited to Ms. Yang Jian Hui (the former executive Director
and the former chief financial officer of the Group) and various former
employees of the Group.

Furthermore, the Company and the Provisional Liquidators have entered
into agreement with a view to restructuring the business of the Group,
details of which are set out below:

Restructuring of the Group

Given the situation of the Group, the Provisional Liquidators, with the
assistance of Asian Capital (Corporate Finance) Limited which acted as the
financial adviser to the Company, sought to identify potential investors with
a view to restructuring the Company and submitting a viable resumption
proposal to the Stock Exchange.

As announced by the Company on 24 July 2014, the Company received
a letter from the Stock Exchange, which stated that in view of the court
order made by the High Court dated 27 June 2014 and the appointment
of the Provisional Liquidators, the Stock Exchange considered that the
Company might have serious financial difficulties. As the Company had not
published the annual results for the year ended 31 March 2014, the Stock
Exchange was unable to assess the performance and financial position
of the Company. Further, it was unclear as to the operating status of the
Company and whether the Company still had a sufficient level of assets
and operations to fulfil the requirement under Rule 13.24 of the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”). The Stock Exchange therefore decided to place the Company in
the first delisting stage under Practice Note 17 to the Listing Rules due
to the Company’s failure to comply with Rule 13.24 of the Listing Rules.
The Company was required to submit a viable resumption proposal, which
could, among others, demonstrate its compliance with Rule 13.24 of the
Listing Rules, at least 10 business days before the expiry of the first delisting
stage, i.e. 15 January 2015.
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Business and Financial Review

As no resumption proposal was submitted before the expiry date of the first
delisting stage, the Company received a letter dated 20 January 2015 from
the Stock Exchange and was informed that the Company had been placed
in the second stage of delisting procedures commencing on 20 January
2015 pursuant to Practice Note 17 to the Listing Rules. The Company was
required to submit a viable resumption proposal at least 10 business days
before the second delisting stage expired i.e. on or before 3 July 2015,
which should meet the following conditions:

1. demonstrate sufficient operations or assets to comply with Rule
18.24 of the Listing Rules;

2. address auditors’ qualifications and demonstrate adequate internal
control system; and

3. withdraw and/or dismiss the winding-up petitions against the
Company and discharge the Provisional Liquidators.

On 5 June 2015, the Company, the Provisional Liquidators and Alpha
Professional Development Limited (“Alpha Professional” or the “Investor”)
entered into a framework agreement, which was subsequently amended
and restated by an agreement dated 5 October 2015, pursuant to which
the parties agreed on the principal terms of a proposed restructuring of the
Group with a view to resume trading in the Shares on the Stock Exchange.
The framework agreement and the amended and restated framework
agreement were approved by the Honorable Mr. Justice Harris of the High
Court on 26 June 2015 and 6 November 2015, respectively.

With the sanction from the High Court, Perfect Major Investment Limited
(“Perfect Major”) and HK Rich Technology International Company Limited
(collectively, the “SPVs”), wholly-owned subsidiaries of the Company, were
set up after the appointment of the Provisional Liquidators for the purpose of
restructuring and continuation of the business of the Group. It is anticipated
that the management team of the SPVs will run the business of the Group
so as to fulfil the resumption requirements of the Stock Exchange.

A proposal setting out the details of the proposed restructuring together
with the basis for the resumption of trading in the Shares (the “Resumption
Proposal”) was prepared and submitted to the Stock Exchange on 19 July
2015. However, without raising any question or query on the Resumption
Proposal, the Listing Division of the Stock Exchange notified the Company
on 31 July 2015 that it considered that the Resumption Proposal had not
satisfactorily demonstrated sufficiency of operations or assets as required
under Rule 13.24 of the Listing Rules and it would recommend the Listing
Committee of the Stock Exchange (the “Listing Committee”) to place the
Company in the third delisting stage.

Pursuant to a letter dated 14 August 2015 from the Stock Exchange, the
Listing Committee considered that the Resumption Proposal was not
viable and decided to place the Company in the third delisting stage under
Practice Note 17 to the Listing Rules. In arriving at the above decision,
the Listing Committee had considered that, among others, the business
of the Company in the Resumption Proposal was insufficient to justify the
Company’s continued listing.
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The Company disagreed with the abovementioned ruling of the Listing
Committee (the “Ruling”) and on 18 August 2015 formally requested the
Listing Committee to provide detailed written reasons for the Ruling. On 24
August 2015, the Company also submitted a formal request to the Stock
Exchange for a review of the Ruling by the Listing (Review) Committee of the
Stock Exchange (the “Listing (Review) Committee”). A review hearing of
the Ruling was held on 17 December 2015.

On 29 December 2015, the Listing (Review) Committee decided to uphold
the Listing Committee’s decision and to place the Company into the third
delisting stage with effect from 6 January 2016 and allowed a period of nine
months from that same day for the Company to submit a viable resumption
proposal (i.e. 5 October 2016).

Accordingly, the revised proposal (the “Revised Proposal”) was
subsequently submitted to the Stock Exchange on 7 September 2016. The
Revised Proposal was highlighted by the introduction of a potential strategic
investor, Tsinghua Tongfang Co., Ltd.* (R & ER A A]) (“Tongfang”),
one of the top 100 information technology enterprises in the PRC. On
28 June 2016, the Company obtained the letter of intent from Tongfang,
pursuant to which, Tongfang would (i) invest an amount of HKD3.0 million
into Perfect Major, a subsidiary of the Company, in consideration and
exchange for a 20% equity interest in Perfect Major; and (i) subscribe for no
less than 5% of the Company’s newly issued Shares after the resumption
of trading of the Shares on the Stock Exchange. On 6 January 2017, a
formal agreement was entered into between the Group and a subsidiary of
Tongfang.

Nonetheless, similar to the case with the Resumption Proposal, the Listing
Division of the Stock Exchange notified the Company on 26 September
2016 that it considered the Revised Proposal not viable and recommended
that the Listing Committee approves the cancellation of listing of the Shares
on the Stock Exchange under Practice Note 17 to the Listing Rules.

Pursuant to a letter from the Stock Exchange dated 14 October 2016, the
Listing Committee considered that although the Company had made certain
progress in its mobile handset design and distribution business, the Revised
Proposal still did not satisfactorily demonstrate that the Company would
carry out a sufficient level of operations or have assets of sufficient value
as required under Rule 13.24 of the Listing Rules to warrant a continued
listing. The Listing Committee considered the Revised Proposal not viable
and therefore decided to cancel the listing of the Shares on the Stock
Exchange with effect from 9:00 a.m. on 31 October 2016 (the “Second
Stage Ruling”).

The Company submitted a formal request to the Stock Exchange on 25
October 2016 for a review of the Second Stage Ruling by the Listing
(Review) Committee.

Following the review hearing of the Listing (Review) Committee held on 14
February 2017, the Listing (Review) Committee informed the Company by
a letter dated 22 February 2017 that it decided to conditionally stay the
cancellation of listing of the Shares on the Stock Exchange (the “Decision”).
The stay of the cancellation was for the specific purpose of allowing the
Company an opportunity to provide all relevant information stated in the
Revised Proposal within three months from the date of the Decision to prove
its resumption case to the Stock Exchange’s satisfaction.

* For identification purpose only
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A written update in relation to the Revised Proposal was subsequently
submitted to the Stock Exchange on 24 April 2017. In May and June 2017,
the Company and the professional advisers addressed various queries
raised by the Stock Exchange and finally on 30 June 2017, the Company
received a letter from the Stock Exchange that the Listing Committee
had decided to allow the Company to proceed with the Revised Proposal
subject to the following conditions, which should be completed to the
satisfaction to the Listing Department by 29 November 2017:—

(1)  completion of all transactions contemplated (including the share
consolidation, the share subscriptions, the open offer and the group
reorganisation) under the Resumption Proposal and the Revised
Proposal; and

(2)  the winding-up petitions against the Company and its subsidiaries
being withdrawn or dismissed and the Provisional Liquidators being
discharged.

The Company entered into a supplemental agreement and a share
subscription agreement with the Investor on 25 July 2017 in order to effect
the resumption plans as stated in the Resumption Proposal and the Revised
Proposal. On 25 September 2017, the Company published a circular (the
“Circular”) in relation to (1) the proposed restructuring of the Company
which included (a) the proposed capital reorganisation, (b) the proposed
open offer, (c) the proposed schemes of arrangement of Hong Kong and
Bermuda (the “Schemes”), (d) the proposed share subscriptions, (e) the
working capital loan and loan facility, (f) the proposed placing of the Shares
to management of the Group, (2) the proposed application for whitewash
waiver, (3) the proposed appointment of the Directors, (4) the delisting and
(5) notice of special general meeting of the Company (the “SGM”).

Following the SGM held on 16 October 2017, all the ordinary resolutions
were passed by way of poll. Further, as part of the proposed restructuring,
the meetings for the Schemes were also held on 16 October 2017. During
the meetings, the resolutions to approve the Schemes were duly passed
with the approval of the requisite majorities of the scheme creditors. The
Schemes were also sanctioned by the High Court and the Supreme Court
of Bermuda on 31 October 2017.

The completion of the open offer and the share subscription also took
place on 27 November 2017 and all the resumption conditions imposed by
the Stock Exchange were fulfilled on 28 November 2017 (Bermuda time).
Trading in the Shares on the Stock Exchange resumed on 30 November
2017.

Delisting from SGX-ST (the “Delisting”)
The Company had sought the Delisting for the following reasons:

(@) by virtue of having its secondary listing on the SGX-ST, the Company
is required to comply with the requirements set out in Rules 217 and
751 of the Listing Manual (including such other listing requirements
that the SGX-ST may impose from time to time) in addition to
the Listing Rules. The Company believed that the Delisting would
eliminate the additional administrative overhead and costs of
compliance associated with such SGX-ST requirements (which, in its
bona fide opinion, outweigh the benefits of the Company’s secondary
listing on the SGX-ST), and would allow the Company to streamline
its compliance obligations, reduce its legal and compliance costs and
focus its resources on its business operations;
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(b)  based on the restructuring plan as set out in the Resumption Proposal
and the Revised Proposal, the Company did not intend to raise capital
through issuance of new Shares on the SGX-ST upon successful
capital reorganization and resumption of its trading on the Main Board
of the Stock Exchange. The Company intended to carry out its future
fundraising activities, if any, through the Stock Exchange; and

(c) with the low trading volume of its Shares on the SGX-ST in the past
and the ability of shareholders to trade the Shares in Hong Kong
through stockbrokers in Singapore or in Hong Kong, the Company
considered it no longer necessary to maintain its secondary listing on
the SGX-ST.

For the reasons above, the Company believed that the Delisting was in
the interest of the Company as a whole. The Delisting took place on 28
November 2017.

BUSINESS MODEL OF THE GROUP

The Group is principally engaged as a mobile handsets solution provider,
which involves design, procurement of hardware components and
assembling services for mobile handsets, which are mainly carried out by
the SPVs. The mobile handsets distributed and marketed by the Group
mainly include 2G features phones and 3G/4G smartphones.

Mobile handset design

The Company has its own in-house mobile handset design team, which
provides detailed designs of mobile handsets in line with customers’
expectations, demands and specifications. The design team also provides
advices to our customers on the latest trends in the mobile handset
market as well as industrial design, mechanical design, PCB design, and
provides innovative design ideas to complement the design objectives of its
customers.

Based on the customers’ requirements and taking into account current
market preferences, the Company’s design team designs the exterior
outlook of mobile handsets as well as the mechanical design for the
electronic components. The Company’s software engineers then select and
design applicable software or specific application to ensure compatibility of
user-features in the mobile handsets. Further steps are also taken to ensure
compatibility between hardware and software and conformity of mechanical
components with the desired physical appearance of the mobile handset.

Assembling of mobile handsets

Once the customer has placed the purchase order with the SPVs with the
confirmed specifications and design, the SPVs arrange the assembly plants
to produce the mould and tolling for mass production of mobile handsets.

The SPVs are responsible for sourcing and procuring certain raw materials
and components to be used in the assembling of the mobile handset. Then
the assembly plants place orders directly with the suppliers of raw materials
and components designated by the SPVs to purchase the appropriate
raw materials and components for the assembling of the mobile handsets.
This cuts short any logistical delay had the SPVs made its own materials
procurement.
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Quality assurance personnel of the SPVs carry out visual inspection and
performance tests at each checkpoint of the assembling process of the two
assembly plants. The mobile handsets are functionally tested according to
the customers’ specifications and requirements before the end-products
are accepted for delivery to the customers by the assembly plants.
Depending on customer’s own arrangement, some customers may also
send their own quality assurance personnel to inspect and test the end-
products prior to shipment.

Delivery and settlement

The Company collects finished goods and stores them in one of the
warehouses of the relevant assembly plant, and upon receipt of the delivery
request of a customer, the relevant assembly plant will arrange delivery of
the packed finished products from the warehouse to the customer.

Sales and marketing

During the marketing stage, the SPVs communicate and work with the
customers to understand their product specifications, product functions
and features which they require for the mobile handsets. Based on the
customers’ specific requirements, the SPVs design a mobile handset and
present the customers with a mockup for their confirmation. The SPVs may
also present the customers with tangible products which have already been
developed or modified by the SPVs together with the assembly plants based
on the latest production mode and new application technique.

Research and development

In order to satisfy the requirements of the customers and take a leading role
in the trend of mobile phone handsets and application software, the research
and development team of the SPVs pays particular attention to the market
development, product functionality and the latest software applications
for installation and downloading into mobile handsets. The research and
development team works closely with the sales and marketing team to assist
them in the introduction of the latest market trend to the customers.

Revenue, gross profit and loss

During the Reporting Period, the Group recorded revenue of approximately
HK$293,292,000 (2017: approximately HK$178,764,000) and gross profit
of approximately HK$43,106,000 (2017: approximately HK$25,798,000),
respectively. Loss for the year attributable to owners of the Company
was approximately HK$175,632,000 (2017: profit of approximately
HK$10,696,000).

Total assets and liabilities

As of 31 March 2018, the total assets and total liabilities of the
Group was approximately HK$175,770,000 (2017: approximately
HK$709,034,000) and approximately HK$64,830,000 (2017: approximately
HK$693,985,000), respectively.

RISKS AND UNCERTAINTIES

The principal risks and uncertainties faced by the Group are set out in the
section headed Risks and Uncertainties under the Directors’ Report.

RELATIONSHIP WITH EMPLOYEES

The Group adopts market remuneration practices by reference to market
terms, company performance, and individual qualifications and performance
with a well and organized management structure, no key and specific
employee would materially and significantly affect the Group’s success.

For further details of our employees, please refer to the section headed
Environmental, Social and Governance Report in this annual report.

ENVIRONMENTAL POLICIES, PERFORMANCE AND
COMPLIANCE

Details about the Group’s environmental policies, performance and
compliance with the relevant laws and regulations are set out in the section
headed Environmental, Social and Governance Report in this annual report.
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FINANCIAL REVIEW

For the year ended 31 March 2018, the Group benefited from China’s
consistent and stable policies for the mobile handset industry and
increasing demand for mobile handsets in major target markets. Turnover
for the year increased to approximately HK$293.3 million, representing a
significant year-on-year increase of 64.1% (2017: approximately HK$178.8
million). The Group’s gross profit increased by approximately 67.1% to
approximately HK$43.1 million compared with the previous year (2017:
approximately HK$25.8 million), while its gross profit margin was similar to
last year, ending up increased by approximately 0.3 percentage points to
approximately 14.7% (2017: approximately 14.4%).

The Group’s business grew substantially compared to the previous year
in an expanding scale. The previous year had seen the mobile handset
industry market underwent drastic change, with increases in the cost of
major components such as glass, motherboards, memory and batteries
bringing tremendous pressure on the sector. Understanding market and
customer needs as well as the dynamics of the raw materials market, the
Group’s management acted to lock orders in ahead of schedule, and thus
avoiding the impact of price fluctuations on business performance.

(1) Changes and risks in the domestic and global mobile handset
markets
During the Reporting Period, as the Chinese government had
maintained a consistent and stable policy regarding the mobile
handset industry and had strengthened the policy in support of the
semiconductor industry, the prices of low- to mid-range chips did not
fluctuate significantly.

Demand for mobile handset upgrades in our major target markets
increased in an accelerating manner. Growing popularity of
smartphones gave rise to a more sophisticated smartphone industry
and greater capabilities of cost control. This led to an emergence of
relatively low-priced mobile handsets, ranging from a few hundreds
to a thousand renminbi (‘RMB”), boosting the volume of sales of the
Group.

On the other hand, as constrained by the production chain, during
the Reporting Period, the costs of various major components of
mobile handsets, including but not limited to glass, motherboards,
memory and batteries, had increased substantially by nearly or more
than 100%, had significantly impacted the mobile handset industry,
and had called for an excellent control in both the supply and sales
ends of the enterprise. Yet, the Group, under the abovementioned
circumstances, was still able to maintain a stable gross profit margin.

As the domestic mobile handset market has crept towards saturation,
the leading mobile handset manufacturers began to redirect their
focus to the overseas markets. This was especially the case for
manufacturers of low-priced mobile handsets such as Xiaomi. Such
redirection would cause a greater impact on the small-and medium-
sized mobile handset integrators whose businesses are mainly
export-oriented.

Z-OBEE HOLDINGS LIMITED e Annual Report 2018

2y i S L
HE-_Z—\E=A=1+—HILtFE  x&H
SERERGRFEITENBCRRE —BME
o REFEEETMSHEFEREREM AF
ELEBRAELN20BIBEBT  WEKFE
641% (ZF—+F : L9178 8FHBEL) - &
EEENREF EANCTA%EL481EE
BIT(ZZE—+HF : H258BEET) » BAX
AIREAF EANOIEEDHEN147%(=ZF
—tF  §)14.4%) o EFIREEFIFE o

AEBEFR L —FEANEENEER - 5K
RMHES - B E—FE - FTREEXMSRE
Y EEMAHERIRER - B XK
R RIBEE - BMERRE LR AEETFH
EELREANES  BAEETEEKEL
—B mBEE  REABREPRLTISEXR
WIBIRATETERTE - BOBBEMEITISEEE
RATRER - BAME R T BRI EENY
@,

(1) EEBEAFETSHECMER

RIRERRE - BRE R FRITENBR
REF—EMITE - WHN5R T HRL T
TENBEREFNE - PEREAER
WARBEAKRREE °

TEEBEMSFRARBRFRILG IR
R BEFHERRENR  EEE
BTFHMEEBERA - 17ERAES
BENRIEERI - HEREEFHEHA
RE(TARED TTEARBEZATH
EHTE  SBASEHEEHN -

Z—hmE RENEER  FRAZERTF
HEZEHERIRBEOR - BWIE - T
R RIREE - B ERIREZ TS
#B100% - B FHITESRKERTE
HEEH  HRGOEZENRET &S
EESR - EREEEUEZER T D#
FISEEMNE

BRINBEAFEDETEZHHBM -
BERFEBEODE B SRREINT
5 FRIRAPNKBRERNOEB T -
HLAR O BT RN FHREREER T
WAMRE



()

@)

Business and Financial Review

The Group expected that the continuous appreciation of RMB against
USD since the latter half of 2017 might lead to an increase in the
cost of producing mobile handsets. It is not deemed wise to shift
the burden of the said costs to customers, thus reducing the profit
margin of mobile handset integrators. This might cause operational
difficulties to a large number of small-scaled manufacturers.

In addition to the fierce competition amid leading mobile handset
manufacturers, the increase in import tariffs by the Indian government
has molded the Indian market into a more difficult business
environment for domestic mobile handset integrators.

Sales strategy and business performance

India is one of the Group’s major target markets. In the face of rapid
changes in the global business market and to cope with the resulting
impacts of the said changes, the Group adopted a differentiated
marketing strategy in India. In order to avoid direct competition in
the sales of low-end and mid-range smartphones with the leading
domestic mobile handset manufacturers, our main mobile handset
supply is focused on feature phones, followed by the low-end
smartphones. Such strategy brought a significant increase in the
gross sales volume by approximately 112.0% compared to the year
ended 31 March 2017.

Dubai is another major target market of the Group. Our main mobile
handset exports are low-end and mid-range smartphones with
relatively high unit prices. By launching mobile handsets that are
consistent with the local consumption characteristics in accordance
with the local demand and by maintaining a good partnership with
the local brand operators, our performance in this market had thus
continued to maintain a substantial growth with an increase in the
sales by more than approximately 60.8% compared to the year ended
31 March 2017.

By confirming the sales orders, understanding the prices fluctuations
in the raw material market and cooperating with our Group’s whole
handset integrated suppliers to stock up all in advance, our Group
was able to cope more effectively with rising costs, and to even obtain
a certain competitive cost advantage.

Furthermore, the Group, by following the trend of market
development, adopted a product strategy which aims at promoting
the development and the expansion in the market of smartphones
while maintaining a steady growth of the sales of featured phones.
This resulted in excellent results with substantial growth in sales
volume.

Introducing a strategic investor

The Company submitted a Revised Proposal to the Stock Exchange
on 7 September 2016. One of the Revised Proposal’s highlights
was the introduction of Tongfang as its strategic investor. During
the year, Tongfang, through its subsidiary, invested an amount of
HK$3.0 million into a subsidiary of the Company as a consideration
in exchange of 20% of its equity interest; and (ii) subscribed for
12,711,719 Shares, representing approximately 5% of the total
issued Shares.
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Tongfang had begun to initiate preliminary research on product
development. In the meantime, the Company had also conducted
market researches and is in the process of establishing reliable
distribution networks for Tongfang products in Pakistan, India and
Bangladesh. Through cooperation with Tongfang, the strategic
investor, the Group is expected to distribute products with better
quality to the Group’s existing customers in the existing markets in
the foreseeable future.

DISCLAIMER OF OPINION

The Company’s auditor has issued the disclaimer of opinion on the Group’s
consolidated financial statements for the year ended 31 March 2018 due
to incomplete books and records and serious doubts over the reliability of
the Group’s accounting and other records before the restructuring of the
Group, details of which are set out in the Independent Auditors’ Report.

Due to the loss of some books and records before the restructuring of
the Group, the Directors believed that it was almost impossible, and not
practicable, to verify the financial information as reported in the consolidated
financial statements of the Group for the past years. The Board had thus
taken action to address the audit disclaimer, and cleared those incomplete
books and records by transferring all those rights, titles and interests in and
to the excluded companies to nominee of the scheme administrator in one
go as part of the Group’s restructuring during the year ended 31 March
2018.

As the disclaimer of opinion on the Group’s consolidated financial
statements for the year ended 31 March 2018 is related to the incomplete
books and records, and all the transactions, assets and liabilities before
the restructuring of the Group including the opening balance and the
corresponding figures which is a consequential effect resulting from the
disclaimer of opinion on the Group’s consolidated financial statements for
the year ended 31 March 2017, the Board understands, after discussion
with the auditor of the Company, the possible consequential effect on the
Group’s consolidated financial statements for the year ending 31 March
2019, resulting from the disclaimer opinion on the Group’s consolidated
financial statements for the year ended 31 March 2018, according to Hong
Kong Standard on Auditing 710 Comparative Information — Corresponding
Figures and Comparative Financial Statements, would possibly be a
modified opinion on the corresponding figures (i.e. figures for the year ended
31 March 2018) of the Group’s consolidated financial statements for the
year ending 31 March 2019.

The audit committee of the Company had critically reviewed the major
judgemental areas relating to the disclaimer of opinion on the Group’s
audited consolidated financial statements for the year ended 31 March
2018 and there was no disagreement between the audit committee and the
management of the Company on the above.
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Variation between the audited and the forecasted consolidated income
statements for the year ended 31 March 2018 as set out in Appendix Ill
to Circular (the “Profit Forecast”)

The Group recorded an audited loss of approximately HK$175.7 million for
the year, instead of the forecasted loss of approximately HK$89.3 million. It
was mainly caused by the loss on assets transferred and debts discharged
under the Scheme of Arrangement of Hong Kong and Bermuda (the
“Schemes”) of the Group of approximately HK$156.7 million, among which
were the cash consideration of HK$147.0 million for the usage against (i)
the costs in connection with the issuing of the winding-up petitions against
the Company, the costs in connection with petitions for the appointment of
the Provisional Liquidators and the costs of the Schemes; (i) the claims of
preferential creditors and secured creditors of the Company; (i) the funding
of a claims reserves; and thereafter (iv) the claims of the creditors admitted
under the Schemes, had been fully paid to the Provisional Liquidators
together with the Group’s net assets transferred of approximately HK$9.7
million under the Schemes and had been fully recognised as loss on assets
transferred and debts discharged under the Scheme of Arrangement for the
year ended 31 March 2018.

Besides, the relevant expenses for the restructuring of the Group increased
by HK$10.5 million from the forecasted HK$31.5 million to approximately
HK$42.0 million. Such increase was mainly caused by additional
professional fees incurred for professional teams like financial advisors,
lawyers and auditors etc. for additional work done for the resumption
exercise and assisting the Company for resumption of trading in the Shares,
open offer and shares subscription. Besides, some compliance expenses
were incurred in Singapore for the Delisting, amounting to approximately
HK$0.6 million.

There was only a slight shortfall in the profit from operation of approximately
HK$1.4 million due to the increase in administrative expenses for legal and
professional fees and other administrative expenses.

Liquidity, Financial Resources and Capital Structure

The Group generally finances its operations with internally generated
resources and capital raising activities. The liquidity and financing
requirements of the Group are reviewed regularly.

The Group reviewed the capital structure by using a gearing ratio. The
gearing ratio representing the total debt, which includes trade and other
payables and other current liabilities of the Group divided by total equity of
the Group. The gearing ratio of the Group was approximately 58.4% as at
31 March 2018.
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Capital Reorganisation and Equity Fund Raising Exercise

The Company, the Provisional Liquidators and Alpha Professional had
entered into a framework agreement on 5 June 2015 as part of the
proposed restructuring of the Company comprising, among others, capital
reorganisation and an open offer. On 25 July 2017, the said framework
agreement was amended and restated as the new framework agreement.

Capital Reorganisation

Under the new framework agreement, capital reorganisation entailed
share consolidation on the basis of every twenty (20) Shares of US$0.008
each consolidated into one (1) consolidated Share of US$0.16 each in
the share capital of the Company (the “Consolidated Shares”). The
share consolidation became effective on 17 October 2017, and on the
same date, the Company’s authorised share capital was increased
from US$10,000,000 to US$100,000,000, divided into 625,000,000
Consolidated Shares of US$0.16 each by the creation of 562,500,000 new
Consolidated Shares.

Share Subscriptions

On 25 July 2017, the Company and Alpha Professional entered into an
investment share subscription agreement (the “Subscription Agreement
1”) whereby Alpha Professional has conditionally agreed to subscribe of
188,134,528 Consolidated Shares at a price of US$0.16 per Consolidated
Share.

On 7 September 2017, the Company and Tongfang also entered into an
investment share subcription agreement (the “Subscription Agreement
2”) whereby Tongfang has conditionally agreed to subscribe of 12,711,719
Consolidated Shares at a price of US$0.16 per Consolidated Share.

Both the Subscription Agreement 1 and the Subscription Agreement
2 have been completed on 27 November 2017 and gross proceeds
of approximately US$30.1 million and approximately US$2.03 million,
respectively, were raised.

Open Offer

On 20 September 2017, the Company and China Galaxy International
Securities (Hong Kong) Co., Limited (the “Underwriter”) entered into
an underwriting agreement (the “Underwriting Agreement”) whereby
the Underwriter agreed to underwrite an open offer (the “Open Offer”)
proposed by the Company on the basis of two (2) offer Shares for every
five (5) Consolidated Shares on the Open Offer record date, (i) Hong
Kong Open Offer date for shareholders in Hong Kong; or (ii) Singapore
Open Offer record date for shareholders in Singapore with standing to the
credit securities accounts held with The Central Depository (Pte) Limited
in Singapore. The Open Offer involved the allotment and issuance of
15,253,753 Consolidated Shares at a price of US$0.16 per offer Share.
The Open Offer and the Underwriting Agreement became unconditional
on 21 November 2017, and the allotment and issuance of 15,253,753
Consolidated Shares at a price of US$0.16 per offer Share subsequently
took place on 24 November 2017.
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Use of Proceeds

The total gross proceeds of the abovementioned Share subscriptions and
Open Offer were approximately HK$269.0 million (comprising approximately
HK$250.0 million and approximately HK$19.0 million raised from the
Share subscriptions pursuant to the Share Subscription Agreement 1 and
the Share Subscription Agreement 2, and the Open Offer, respectively),
and, after excluding the expenses and other incidental costs incurred
of approximately HK$35.7 million, the net proceeds were approximately
HK$233.3 million, which were intended to be applied as follows:

(0

(i)

HK$147.0 million to settle, among other things, (a) the costs in
connection with the issuing of the winding up petitions against the
Company, the costs in connection with petitions for the appointment
of the Provisional Liquidators and their appointments in Hong Kong
and Bermuda, the Provisional Liquidators’ costs and the costs of the
Schemes; (b) the claims of preferential creditors of the Company;
and (c) the claims of the creditors admitted under the Schemes
(collectively, the “Scheme Cash Consideration”);

HK$20.0 million to repay the outstanding amount due by the
Company to Alpha Professional pursuant to a working capital loan
agreement; and

the remaining balance of HK$66.3 million to be used (a) to settle
the cost associated with the capital reorganisation of the Company
prior to the said Share subscriptions (if any); (b) to settle the cost
associated with the Delisting; and (c) as general working capital of the
Group.

As at 31 March 2018,

(i)

(i

(ii)

approximately HK$147.0 million was used to settle the Scheme Cash
Consideration;

HK$20.0 million was used to repay the outstanding amount due by
the Company to Alpha Professional pursuant to a working capital loan
agreement; and

(@) HK$42.0 million was used to settle the cost associated with
the capital reorganisation of the Company prior to the said Share
subscriptions; (b) HK$0.6 million was used to settle the cost
associated with the Delisting; and (c) HK$23.7 million was used as
general working capital of the Group.

In summary, the net proceeds were fully applied as intended. Please refer to
the Circular for further information in relation to the Share subscriptions and
the Open Offer.

Fr

E Yy )

BRIAAR

FHBRMDRE R ARBEENATEFIBRENA
269.0 B BE T (BIERIERMORE R ®H— K&
HDREBE -ABRORBURDREE S FIE
EMH2500EBBTRN19.088ET) - M
ETBERT REENEMNSK AL 3578
EBATTHBERT - FIBRIEFELNA233.3H
BT BBEUTRE

(i)

(i

=

(i

1470 B BB ITAESE(EH8E) ()
BREHHARR B HAEREENMN
K - BEREFLZEBRFEBEBARER
EBRARENTENRAR - RIS S
ABIBCA R ET B : (0) AR RIESTE
REAMERER K (c)5TEIE T RA W EHE
ABEHZR (G A [HHERSRE])

200 B BB TAEEEARRIRIEEE
&4 BRI EN Alpha Professional HY
KEESE &

#1%166.3 B & BT A @)FEABR
it R (nE) fIA R B EAEM
FIRRAS ¢ (o) BEA BRRIEHIEA © K (o)
REBN—REEED -

2—\F=A=+—§ "

W47 0BBETEAEBREFERE
HE

2008 BB TEBEEERRARREE
BEBE B ER Alpha Professional
MABESSE &

(@42.0B BB TEAEBERBL L
MR REAI AR B EAEAMMAK
(b)0.6 B EBELE BIEEEEABRED
AN K (c)23.7 BEBILEREAEE
H—REEES -

BME 2 SRR TR ERIERTE
Rig - BRABRMDABRAMEENE—FE
£ B2HAARREEE

BUEIZERAEMIRATE o 2018 FH

19



20

Business and Financial Review

%R 5 E R

Exposure to Fluctuation in Exchange Rates
As the Group’s bank balances and cash are mainly denominated in HKD,
RMB and USD, the Directors considered the Group was exposed to
limited exchange risk. During the year, the Group did not use any financial
instruments for hedging purpose and the Group did not have any hedging
instruments outstanding as at 31 March 2018.

The Group will monitor closely the exchange rate risk arising from the
Group’s existing operations and potential new investments in future and
will implement necessary hedging arrangement to mitigate any significant
foreign exchange risk when and if appropriate.

Significant Acquisitions and Disposal of Investments
For the year ended 31 March 2018, the Company had no other significant
acquisitions and disposal of investment save as follows:

Reference is made to the Circular and the poll results of the SGM and
grant of the whitewash waiver announcement of the Company dated 16
October 2017. Due to the loss of some books and records which induced
a disclaimer opinion in the independent auditor’s report for the year ended
31 March 2017 of the Group, the Board decided to clear those incomplete
books and records, mainly mentioned from 15 Excluded Companies
as defined in the Circular, and the loss on assets transferred and debts
discharged under the Scheme of Arrangement and relevant expenses for
the year ended 31 March 2018 were approximately HK$198.7 million,
including restructuring costs and other expenses. The Board believed that
these loss on assets transferred and debts discharged under the Scheme of
Arrangement are a non-cash expense and have no impact on the liquidity,
business, production and operation of the Group.

The Number and Remuneration of Employees

As at 31 March 2018, the Group had 44 employees, representing an
increase of 19 employees compared to the number of employees as at
31 March 2017 (2017: 25 employees) with a staff cost of approximately
HK$9.4 million incurred during the year ended 31 March 2018. The Group
determines staff remuneration in accordance with prevailing market salary
scales, individual qualifications and performance. Remuneration packages
including performance bonuses and entitlements to share options are
reviewed on a regular basis.

Capital Commitments
As at 31 March 2018, the Group’s capital expenditure contracted for but not

provided in the financial statements amounted to NIL.

Charge on Group Assets
As at 31 March 2018, the Group did not have any charge on its assets.
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Contingent Liabilities
As at 31 March 2018, the Group did not have any contingent liabilities
(2017: HK$29.8 million).

OUTLOOK/PROSPECT

The overarching principle of the Group is to maintain the steady growth in
the existing target markets. In order to diversify the risks and to expand
the business globally, the Group is now actively seeking expansion to other
target markets, including but not limited to Southeast Asia, Russia, Africa
and South America.

Moreover, the Group is also planning to participate in large-scale exhibitions
in Hong Kong, South Africa and Mexico to further showcase its products
and capabilities and to attract a greater number and variety of customers.

In the field of mobile handset shutdown components, mainland enterprises
had gradually matured and become more well-established. This is
conducive to breaking up the Western monopoly on the supply of mobile
handset shutdown components. Furthermore, the Group has started to
organise the establishment of a strategic supplier system via strategic
cooperation with key component suppliers, forming a framework for mutual
growth and support with an aim to eliminating the risks caused by market
fluctuations.

The Group recruited a vast number of people with knowledge of high-
end technology and marketing skills. This not only reinforced product
research and development, but also strengthened the capabilities of market
expansion.

The development of the 5th generation mobile networks (“6G”) is expected
to bring plenty of new business opportunities, including but not limited to:
enhanced mobile broadband, promotion of massive “Internet of Things”
application services and the transformation of a range of various industries.
These revolutionary impacts of such changes will reach a global scale.
Therefore, in addition to focusing on expanding sales of the mobile handset
industry, the Group will actively seek and seize every worldwide investment
opportunity for business expansion. It is expected that the Group will make
full use of the Company’s existing resources and cautiously identify suitable
partners to effectively control costs and related risks through financing/
merger and acquisition projects. The Group will place much more focus on
the 5G technology development and the inevitable market change and will
endeavour to strengthen control of various risks and internal management
so as to enhance its sustainable development capabilities.

Looking forward, the Group has made adequate preparations to create
better returns for our partners and shareholders of the Company.
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EENENEEERE

EXECUTIVE DIRECTORS

Xiong Jianrui

Mr. Xiong Jianrui (“Mr. Xiong”), aged 53, has been appointed as an
executive Director and chairman of the Board since 30 November 2017.
He is also the chairman of the nomination committee of the Company
(the “Nomination Committee”) and a member of the remuneration
committee of the Company (the “Remuneration Committee”). Mr. Xiong
has over 20 years of experience in telecommunication technology and
business management and is currently a partner in Express Team Holdings
Inc. Mr. Xiong is currently a non-executive director of Anxin-China Holdings
Limited (stock code: 1149), a company listed on the Main Board of the
Stock Exchange. He was also an executive director of China Uptown Group
Company Limited (formerly known as Techwayson Holdings Limited and
The Quaypoint Corporation Limited, stock code: 2330), a company listed
on the Main Board of the Stock Exchange, from May 2003 to November
2005 and December 2008 to June 2012; and a non-executive director
of Great World Company Holdings Ltd (formerly known as T S Telecom
Technologies Limited, stock code: 8003), a company listed on GEM of
the Stock Exchange, from October 2007 to December 2007. Mr. Xiong
graduated from Xi Bei Institute of Telecommunications Engineering in 1983
with a bachelor’s degree in Information Engineering. Mr. Xiong jointly owns
Alpha Professional Development Limited, a company incorporated in the
British Virgin Islands (“Alpha Professional”) with Mr. Yi Peijian, an executive
Director. Each of Mr. Xiong and Mr. Yi Peijian holds 50% of interest in Alpha
Professional. Mr. Xiong is also a director of Alpha Professional.

Yi Peijian

Mr. Yi Peijian (“Mr. Yi”), aged 47, has been appointed as an executive
Director and the chief executive officer of the Company since 30 November
2017. He is also a member of each of the Remuneration Committee and
the Nomination Committee. Mr. Yi is currently a director of Qianhai Hongtai
Fund Management Co., Ltd.* (R85, RESEE AR A A, the president
and a director of Shenzhen Warranty Assets Management Co., Ltd*. (F&IIITH
ERHFEETIE AR A T), a director of Chengdu Zhifutong New Information
Technology Services Company Limited* (B # = B E A EMRES
[& A 7]), a director of Shenzhen Nanshan Liangwan Fund Management
Company Limited* (RJIMILMEE S EEBRAA]), a director of TFKT
True Holdings, a director of True Yoga Holdings Ltd. and a director of
Sanjohn Investment Management (Cayman) Co., Ltd.. Mr. Yi holds a Doctor
of Philosophy degree in statistics from Xiamen University. Mr. Yi jointly owns
Alpha Professional with Mr. Xiong, an executive Director. Each of Mr. Vi
and Mr. Xiong holds 50% of interest in Alpha Professional. Mr. Yi is also a
director of Alpha Professional.
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Profile of the Directors and Senior Management

INDEPENDENT NON-EXECUTIVE DIRECTORS

Lin Tao

Mr. Lin Tao (“Mr. Lin”), aged 46, has been appointed as an independent
non-executive Director since 30 November 2017. He is also the chairman
of the audit committee of the Company (the “Audit Committee”) and a
member of each of the Remuneration Committee and the Nomination
Committee. Mr. Lin has been a professor of corporate finance and principle
of accountancy of School of Management, Xiamen University since
September 1999. Mr. Lin was the associate director and director of the
Center of Executive Master of Business Administration of Xiamen University
from August 2004 to May 2008 and from May 2008 to March 2013,
respectively. He was the associate dean of School of Management, Xiamen
University from March 2013 to November 2015. Mr. Lin was an independent
non-executive director of Portico International Holdings Limited (stock
code: 589), a company listed on the Main Board of the Stock Exchange,
from July 2013 to November 2017. He was also an independent director of
Kweichow Moutai Co., Ltd. (stock code: 600519) and Fujian Torch Electron
Technology Co., Ltd. (stock code: 603678), companies listed on the
Shanghai Stock Exchange, from May 2010 to September 2016 and June
2010 to December 2016, respectively. Mr. Lin is currently an independent
director of Shenzhen Huakong Seg Co., Ltd. (stock code: 000068, a
company listed on the Shenzhen Stock Exchange), Guirenniao Co., Ltd.
(stock code: 603555, a company listed on the Shanghai Stock Exchange)
and Green Seal Holding Limited (stock code: 1262, a company listed on the
Taiwan Stock Exchange) since April 2013, June 2014 and January 2014,
respectively. Mr. Lin holds a Doctor of Philosophy degree in management
(accountancy) from Xiamen University.

Khoo Wun Fat William

Mr. Khoo Wun Fat William (“Mr. Khoo”), aged 37, has been appointed as
an independent non-executive Director since 30 November 2017. He is also
a member of each of the Audit Committee, the Remuneration Committee
and the Nomination Committee. Mr. Khoo is the principal of Khoo & Co., a
firm specializing in corporate finance and aviation practice. He became a
solicitor of Hong Kong in 2009. He has substantial experience in acting for
issuers, sponsors, controlling shareholders and strategic investors advising
on IPO processes and other regulatory compliance matters in different
cases. Mr. Khoo has been appointed as the vice-chairman of the Standing
Committee of the Convocation of City University of Hong Kong since 2012.
Mr. Khoo is a director of the Alumni Association of the Raimondi College
Hong Kong. Mr. Khoo graduated from the Chinese University of Hong Kong
with a Bachelor of Science degree in Pure Chemistry in 2003. He obtained
a Bachelor of Laws degree in 2006 and a Postgraduate Certificate in Laws
in 2007 from the City University of Hong Kong.
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Profile of the Directors and Senior Management

EEREREERER

Cui Songhe

Mr. Cui Songhe (“Mr. Cui”), aged 47, has been appointed as an
independent non-executive Director since 30 November 2017. He is also
the chairman of the Remuneration Committee and a member of each of
the Audit Committee and the Nomination Committee. Mr. Cui was a deputy
general manager in Daging Jianshida Real Estate Development Co., Ltd.
from December 1996 to July 2002. He was a director, vice president and
chief financial officer of Jingbeifang Science and Technology Co., Ltd. from
April 2004 to September 2008. He has also been a chief accountant and
general manager of Beijing Derun Certified Public Accountants (general
partnership) since October 2008. Mr. Cui has also been a deputy secretary
general in Beijing Zhongguancun Hi-tech Enterprise Association since
February 2008. Mr. Cui obtained a Bachelor of Law degree from the Xiamen
University in 1992 and a Master degree of Economic Law from the China
University of Political Science and Law in 2004. He became a PRC lawyer
in 1994, a Certified Public Accountant in 2003 and a Certified Tax Agent in
2010.

SENIOR MANAGEMENT

Kung Wai Chiu Marco

Mr. Kung Wai Chiu Marco (“Mr. Kung”), aged 44, was appointed as the
chief financial officer on 24 April 2017. Mr. Kung graduated from The Hong
Kong Lingnan University with a bachelor degree in Business Administration.
He further obtained two master degrees in Business Administration from
The University of Wollonggong in 2005 and in Corporate Governance
from The Hong Kong Polytechnic University in 2008, respectively. He is a
member of the Hong Kong Institute of Certified Public Accountants and the
Taxation Institute of Hong Kong. He is also a chartered secretary of both
the Institute of Chartered Secretaries and Administrators and the Hong
Kong Institute of Chartered Secretaries and has registered as a Certified
Public Accountant (Practising) and a Certified Tax Adviser in Hong Kong
since 2007 and 2010 respectively. Prior to joining the Company, Mr. Kung
worked as financial controller and company secretary of Wuyi International
Pharmaceutical Company Limited, a company listed on the Main Board
of the Stock Exchange (stock code: 1889). He has over 10 years of listed
companies experience in areas of compliance, investor relationship,
company secretary and financial management.
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Corporate Governance Report

Z-Obee Holdings Limited (the “Company”, together with its subsidiaries,
the “Group”) is committed to enhancing the standards of corporate
governance of the Group in order to safeguard the long-term interests
of shareholders (the “Shareholders”), customers and employees of the
Company. The board (the “Board”) of directors of the Company (the
“Directors”) continues to monitor and review the corporate governance
practices as adopted and strives to meet the rising expectations of the
Shareholders and fulfil the commitment to maintain high standards of
corporate governance which delivers long-term success of the Group.

CORPORATE GOVERNANCE PRACTICES

Following the discharge of the provisional liquidators of the Company (the
“Provisional Liquidators”) and dismissal of the winding-up petition on
29 November 2017, trading in the shares of the Company (the “Shares”)
on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
resumed on 30 November 2017. Upon the resumption, the Board took over
from the Provisional Liquidators as the management of the Company and
realized that the Company has complied with all applicable code provisions
of the Corporate Governance Code (the “CG Code”) as set out in Appendix
14 to the Rules Governing the Listing of Securities (the “Listing Rules”) on
the Stock Exchange throughout the year ended 31 March 2018, save and
except for the deviations as follows:

Code provision A.1.1

Pursuant to code provision A.1.1 of the CG Code, the Board should meet
regularly and Board meetings should be held at least four times a year at
approximately quarterly intervals. Based on the information made available,
four Board meetings were held but the Company had failed to hold
Board meetings at approximately quarterly intervals during the reporting
period as the Board only took over from the Provisional Liquidators as the
management of the Company since 30 November 2017.

Code provision A.2.7

Pursuant to code provision A.2.7 of the CG Code, the chairman of the Board
should at least annually hold meetings with the non-executive Directors
(including independent non-executive Directors (the “INEDs”)) without
the presence of the executive Directors. Based on the information made
available, no such meeting was held for the reporting period as the Board
only took over from the Provisional Liquidators as the management of the
Company since 30 November 2017.

Code provision A.5.1

Code provision A.5.1 of the CG Code requires that the nomination
committee should be chaired by the chairman of the Board or an INED
and comprise a majority of INEDs. For the period from 1 April to 29
November 2017, the nomination committee of the Board (the “Nomination
Committee”) did not have a chairman. Since the appointment of Mr.
Xiong Jianrui as an executive Director, the chairman of the Board, and
the chairman of the Nomination Committee on 30 November 2017, the
Company has then complied with code provision A.5.1 of the CG Code.
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TEERBE

Code provision F.1.1

Code provision F.1.1 of the CG Code states that the company secretary
should be an employee of the Company and have day-to-day knowledge
of the Company’s affairs. Given that the Company failed to appoint an
individual who, by virtue of his academic or professional qualifications or
relevant experience, is, in the opinion of the Stock Exchange, capable of
discharging the functions of company secretary in accordance with Rule
3.28 of the Listing Rules, to be the company secretary of the Company
during the period from 7 April 2014 to 29 November 2017, the Company
failed to comply with code provision F.1.1. Since the appointment of Mr.
Kung Wai Chiu Marco (“Mr. Kung”), who is an employee of the Company
that has day-to-day knowledge of the Company’s affairs, as the company
secretary of the Company (the “Company Secretary”) on 30 November
2017, the Company has then fulfilled the requirements under Rule 3.28 of
the Listing Rules and code provision F.1.1 of the CG Code.

Rules 3.10(1) and 3.21 of the Listing Rules

Furthermore, Rule 3.10(1) of the Listing Rules provides that the Board must
include at least three INEDs and Rule 3.21 of the Listing Rules provides that
the audit committee should comprise a minimum of three members.

For the period from 1 April to 29 November 2017, the number of INEDs and
the number of members of the audit committee (the “Audit Committee”) of
the Board have fallen below the minimum number as required under Rules
3.10(1) and 3.21 of the Listing Rules, respectively.

Since 30 November 2017, the new Board, comprises two executive
Directors and three INEDs, has been in place, and all of the INEDs, namely
Mr. Lin Tao, Mr. Khoo Wun Fat William and Mr. Cui Songhe, have become
the members of the Audit Committee. Thus, the Company has then fulfilled
the requirements under Rules 3.10(1) and 3.21 of the Listing Rules.

DIRECTORS’ SECURITIES TRANSACTIONS

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

Specific enquiry has been made to the Directors and all Directors confirmed
that they had complied with the required standards as set out in the Model
Code throughout the year ended 31 March 2018.

THE BOARD

The Board recognizes the importance and benefits of board diversity
via maintaining a good balance of skills, experience and diversity of
perspectives appropriate to the requirements of the business of the
Company, and a balanced composition of executive and non-executive
Directors.
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BOARD COMPOSITION

As at the date of this annual report, the Board comprised two executive
Directors and three INEDs. Members of the Board during the year ended 31
March 2018 and up to the date of this annual report are set out as below:

Executive Directors:
Mr. Xiong Jianrui (Chairman)
(appointed on 30 November 2017)
Mr. Yi Peijian (Chief Executive Officer)
(appointed on 30 November 2017)
Ms. Chen Ling (resigned on 30 November 2017)
Mr. Lai Hui (resigned on 30 November 2017)
Ms. Yang Jian Hui (resigned on 30 November 2017)

Independent non-executive Directors:
Mr. Cui Songhe
(appointed on 30 November 2017)
Mr. Khoo Wun Fat William
(appointed on 30 November 2017)
Mr. Lin Tao
(appointed on 30 November 2017)
Mr. Liu Jintao (resigned on 30 November 2017)
Mr. Tsang Hin Fun Anthony (resigned on 30 November 2017)

The biographical details of the Directors are set out in the section headed
Profile of the Directors and Senior Management of this annual report
and available on the website of the Company. Among the INEDs, Mr.
Cui Songhe is a certified public accountant in the PRC, who possesses
extensive experience in the accountancy profession and has the appropriate
accounting and related financial management expertise. He was the chief
financial officer from April 2004 to September 2008 of Jiangbeifang Science
and Technology Co., Ltd and has been the chief accountant of Beijing Derun
Certified Public Accounts (general partnership) since October 2008.

Pursuant to bye-law 83(2) of the bye-laws of the Company (the “Bye-laws”),
the Directors shall have the power from time to time and at any time to
appoint any person as a Director either to fill a casual vacancy on the Board
or, subject to authorisation by the members of the Company in general
meeting, as an addition to the existing Board. Any Director appointed by the
Board to fill a casual vacancy shall hold office until the first general meeting
of members of the Company after his appointment and be subject to re-
election at such meeting and any Director appointed by the Board as an
addition to the existing Board shall hold office only until the next following
annual general meeting of the Company and shall then be eligible for re-
election.

In accordance with bye-law 83(2) of the Bye-laws, Mr. Xiong Jianrui, Mr. Yi
Peijian, Mr. Cui Songhe, Mr. Khoo Wun Fat William and Mr. Lin Tao shall
retire from offices as Director at the forthcoming annual general meeting of
the Company (the “AGM”) and, being eligible, will offer themselves for re-
election as Directors at the AGM.
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EEERW|E

Board Meetings

During the year ended 31 March 2018, the Company held four Board
meetings and two Audit Committee meetings. The remuneration committee
of the Board (the “Remuneration Committee”) and the Nomination
Committee did not hold any meetings during the year ended 31 March
2018. The attendance record of each of the Directors and committee
members is set out below:

EzegE
REBE_Z-N\F=R=1+—RHIFE ' xR
ARTNREFEEARMRERZESS

EoEFFMZEES((FMZEEE]) KIRA
LZEEeREBE-_ZT— N\E=-A=+—HLFE
WEBITANEH SEERZEENEZH
fEEEES AT

Attendance/Number of meetings entitled to attend

BRELRZESLRERYEHHE

Audit ~ Nomination Remuneration

Board  Committee =~ Committee ~ Committee General
meeting meeting meeting meeting meeting
238 B 7% i)
8% %5888 ZBEg¥E ZE%EE BEAE
Number of meetings held during the year FRETEECYE 4 2 0 0 1
Executive Directors HITES
Xiong Jianrui (Chairman) FRE (2)
(appointed on 30 November 2017) (RZZ—tET—A=THEZM) 2/2 - - - -
Yi Peiian (Chief Executive Officer) SRl (7THAER)
(appointed on 30 November 2017) (RZF—tF+-A=+RHEZA) 22 - - - -
Chen Ling 35
(resigned on 30 November 2017) (R=F—+F+—A=THFET) 2/2 2/2 - - 01
Lai Hui i)
(resigned on 30 November 2017) (RZE—tF+-A=THEHR) 22 22 - - 0N
Yang Jian Hui BalZ
(resigned on 30 November 2017) (RZZ—tFT—A=THEHA) 2/2 2/2 - - 0/
INEDs BUKNTES
Cui Songhe N
(appointed on 30 November 2017) (RZE—tF+-A=TREZH) 2/2 - - - -
Khoo Wun Fat Wiliam EfE
(appointed on 30 November 2017) (RZE—tE+—-A=tREZHA) 2/2 - - - -
Lin Tao iz
(appointed on 30 November 2017) (RZZ—tE+—-A=THEZMA) 2/2 - - - -
Liu Jintao Bk
(resigned on 30 November 2017) (RZT—tFT—A=THET) 2/2 2/2 - - Al
Tsang Hin Fun Anthony L5
(resigned on 30 November 2017) (RZZ—tFT-A=THER) 22 22 - - Al
Responsibilities of the Board and the Management EFEEREEE2HE

A clear division of responsibilities is established between the Board and
management.

The Board is responsible for providing high-level guidance, leadership
and control for the Company. The Board formulates mid and long-term
strategies, monitors operational and financial performance, reviews the
annual business plans and financial budgets, ensures good corporate
governance and makes key decisions of the Company, including but not
limited to those affecting strategic policies of the Group, major investment
and funding decisions and major commitments relating to the operations of
the Group.
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Decisions on day-to-day management and general operations of the
Company are delegated to the management. Such delegation is closely
monitored and regularly reviewed by the Board. The management has to
report to the Board and approval from the Board has to be obtained, prior
to any significant decisions or any commitments to be entered into on behalf
of the Company.

Save as otherwise disclosed in the section headed Profile of the Directors
and Senior Management, there is no other relationship (including financial,
business, family or other material/relevant relationships) among members of
the Board.

Directors’ Continuous Professional Development

On appointment, the Directors are provided with a comprehensive
induction training to ensure that they have an adequate understanding
of the operations and business of the Group and are fully aware of their
responsibilities and obligations under the Listing Rules, applicable laws and
other relevant statutory requirements.

The Company has received confirmation from each of the Directors that he
had participated in continuous professional development training to develop
and refresh his knowledge and skills in accordance with code provision
A.6.5 of the CG Code during the year ended 31 March 2018.

CHAIRMAN AND CHIEF EXECUTIVE

The posts of the chairman (the “Chairman”) and chief executive officer of
the Company (the “CEQ”) are held separately by Mr. Xiong Jianrui and Mr.
Yi Peijian, respectively, with a clear and distinct division of responsibilities.

The Chairman provides leadership and is responsible for ensuring effective
and smooth functioning and operation of the Board and the overall strategy
of the Group and establishing good corporate governance practices and
procedures. The Chairman also ensures that all Directors are properly
briefed on all issues arising at the Board meeting and receive adequate,
accurate and reliable information in a timely manner.

The CEO focuses on the overall management, operation and business
development of the Group and implementing important policies and
development strategy as adopted by the Board in order to ensure a
successful day-to-day management of the business of the Group.

This segregation of roles ensures reinforcement of their independence,
responsibility and accountability.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of the INEDs an annual confirmation
of his independence pursuant to the Rule 3.13 of the Listing Rules and the
Company continues to consider the three INEDs to be independent.

All INEDs are appointed for a term of three years commencing from 30
November 2017 under the respective letters of appointment and are subject
to retirement by rotation and re-election at the annual general meetings of
the Company as stipulated in the Bye-laws and the Listing Rules.
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BOARD COMMITTEES

Audit Committee

As at the date of this annual report, the Audit Committee, consisting of
three INEDs (Mr. Lin Tao (Chairman), Mr. Cui Songhe and Mr. Khoo Wun
Fat William), is delegated with the authority from the Board to provide
independent oversight of the financial reporting and internal control systems
of the Group and the adequacy of the external and internal audits.

The terms of reference of the Audit Committee follow the guidelines as set
out in the CG Code and are available on the websites of the Stock Exchange
and the Company.

The main duties of the Audit Committee are to assist the Board in reviewing
the financial statements and reports and significant financial reporting
judgements, effectiveness of internal audit function, risk management and
internal control systems, audit process and appointment of the external
auditors, arrangements by which employees of the Company can raise, in
confidence, concerns about possible improprieties in financial reporting,
internal control or other matters of the Company.

During the year ended 31 March 2018, the Audit Committee held
two meetings to review the annual and interim reports and results
announcements, the effectiveness of the internal audit function and risk
management and internal control systems, significant accounting and audit
issues, scope of audit and appointment of external auditors and such other
matters in accordance with the terms of reference of the Audit Committee.

Nomination Committee

As at the date of this annual report, the Nomination Committee, consisting
of two executive Directors (Mr. Xiong Jianrui (Chairman) and Mr. Yi Peijian)
and three INEDs (Mr. Cui Songhe, Mr. Khoo Wun Fat William and Mr.
Lin Tao), is delegated with the authority from the Board to formulate and
implement the policy for nominating candidates for approval of the Board
and assess the independence and commitment of INEDs.

The terms of reference of the Nomination Committee follow the guidelines
as set out in the CG Code and are available on the websites of the Stock
Exchange and the Company.

The main duties of the Nomination Committee are to review the
structure, size and composition of the Board, formulate policy and make
recommendations to the Board on nominations and appointment of the
Directors and assess the independence of INEDs.

During the year ended 31 March 2018, the Nomination Committee did

not hold any meeting since the Board only took over, from the Provisional
Liquidators, the management of the Company from 30 November 2017.
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Board Diversity

The Company recognises the importance and benefits of having a diverse
board. With a vision to promoting the efficiency of the Board and the
standards of corporate governance, the Nomination Committee, when
reviewing the composition of the Board, considers a number of aspects,
including but not limited to gender, age, cultural and educational background,
geographical location, professional experience and other qualities in
identifying suitable and qualified candidates to be members of the Board in
order to have an appropriate proportion in the composition of the Board and
ensure an appropriate diversity of skills, backgrounds and viewpoints.

Remuneration Committee

As at the date of this annual report, the Remuneration Committee,
consisting of two executive Directors (Mr. Xiong Jianrui and Mr. Yi Peijian)
and three INEDs (Mr. Cui Songhe (Chairman), Mr. Khoo Wun Fat William
and Mr. Lin Tao), is delegated with the authority from the Board to establish,
review and make recommendations to the Board on the remuneration policy
and practices of the Group.

The terms of reference of the Remuneration Committee follow the guidelines
as set out in the CG Code and are available on the websites of the Stock
Exchange and the Company.

The main duties of the Remuneration Committee are to determine the
remuneration packages of executive Directors and senior management,
recommend to the Board the policy and structure on the remuneration of all
Directors to ensure that no Director or any of his associates is involved in
deciding his own remuneration and review and approve the compensation-
related issues.

During the year ended 31 March 2018, the Remuneration Committee did
not hold any meeting since the Board only took over, from the Provisional
Liquidators, the management of the Company since 30 November 2017.

Pursuant to code provision B.1.5 of the CG Code, the remuneration payable
to members of senior management by band for the year ended 31 March
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Number of Individuals
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2018 2017
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Nil = HK$1,000,000 = 2 1,000,000 7T 3 2
AUDITOR’S REMUNERATION ZEET S

An analysis of remuneration in respect of audit and non-audit services
provided by Crowe (HK) CPA Limited for the year ended 31 March 2018 is
as follows:

BHBEEEE (B StMEBMERATRN
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2017/18 2016/17

—E—t/-N\EF A G et

Services Rendered: ERMHAR HK$ HK$
BT BT

Audit =8 750,000 500,000
Non-audit IEZE 600,000 106,295
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COMPANY SECRETARY

Mr. Kung has been appointed by the Board as the Company Secretary
since 30 November 2017. Mr. Kung is a full-time employee of the Company.
Pursuant to Rule 3.29 of the Listing Rules, Mr. Kung undertook at least
15 hours of relevant professional training during the year ended 31 March
2018.

The Company Secretary is accountable to the Board for ensuring that
correct Board procedures are followed and that the Board is fully briefed on
all legislative and regulatory developments, and to advise the Board on all
corporate governance matters.

SHAREHOLDERS’ RIGHT AND INVESTOR RELATIONS

Pursuant to bye-law 58 of the Bye-laws, Shareholders holding not less
than one-tenth of the paid up capital of the Company who have the right to
vote at general meetings of the Company shall at all times have the right,
by written requisition to the Board or the Company Secretary, to request
the Board to convene a special general meeting for the transaction of any
business specified in such requisition. Such meeting shall be held within
two months after the deposit of such requisition. If, within 21 days of
such deposit, the Board does not proceed duly to call such meeting, the
Shareholders who requested such meeting may themselves call a special
general meeting.

The Group gives high priority to safeguarding the interest of the
Shareholders and maintaining clear and transparent communications with
the Shareholders and other investors to facilitate their understanding of the
position and strategy of the Group.

Corporate information dissemination is achieved via the following means:

. The annual general meeting of the Company allows the Directors to
meet and communicate with the Shareholders. The notice of annual
general meeting of the Company and the circulars with details of
each of the proposed resolutions and other relevant information are
distributed to the Shareholders at least 20 clear business days prior
to the annual general meeting of the Company as set out in the Listing
Rules. At the annual general meeting of the Company, separate
resolutions are proposed for each of the issues and are voted on
by poll. The Shareholders can raise questions directly to the Board
in respect of business performance and future development of the

Group.

o Publication of annual report, interim report, announcements and
circulars.

o The websites of the Company and the Stock Exchange, on which the

electronic copies of financial reports and the latest information of the
Group are available.

The website of the Company provides the Shareholders and other investors
with contact details of the Company such as telephone number, fax
number, email address and postal address. The Shareholders may address
their enquiries and concerns to the Board via these means.

For the year ended 31 March 2018, there was no significant change in the
Bye-laws which are available on the websites of the Company and the Stock
Exchange.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board places great importance on risk management and internal control
and has ultimate responsibilities for overseeing management in the design,
implementation and monitoring of the risk management and internal control
systems of the Group on an ongoing basis. The Board is also committed to
review the adequacy and effectiveness of the Group’s risk management and
internal control systems.

The Group maintained the risk management and internal control systems
which are designed to manage rather than eliminate the risk of failure to
achieve business objectives, and to provide reasonable but not absolute
assurance against material misstatements or losses caused by judgment in
decision making process, human error, fraud or other irregularities.

In order to comply with the applicable code provisions set out in the CG
Code, the Board has retained Crowe (HK) Risk Advisory Limited (formerly
known as Crowe Horwath (HK) Corporate Consultancy Limited), an
independent professional firm, as the outsourced internal auditor with a
view to facilitating adequacy of resources and quality of review to satisfy
the Group’s internal audit function as required by the Stock Exchange and
to assist the Board to perform annual reviews on the effectiveness of the
Group’s risk management and internal control systems for the year ended
31 March 2018.

During the year ended 31 March 2018, the Group has established
an internal audit charter which defines the scope and the duties and
responsibilities of the internal audit function and its reporting protocol.
The Group has conducted an annual risk assessment which identified
respective strategic risks, operational risks, financial risks and compliance
risks for the Group. Based on the risk assessment results following a risk
based methodology audit approach, a three-year audit plan was devised
which prioritized the risks identified into annual audit projects. The annual
review was performed according to the audit plan with a view to assisting
the Board and the Audit Committee to evaluate the effectiveness of the
Group’s risk management and internal control systems. The Group has
taken further steps to enhance its risk management and internal control
systems according to some weaknesses identified during risk assessment
and examination of the internal control and strengthen the implementation
of all the risk management and internal control systems.

The Group has established a policy on handling and dissemination of inside
information that sets out the procedures in handling inside information in an
accurate and secure manner and to avoid possible mishandling of inside
information within the Group.

Based on the risk management and internal control systems established
and maintained by the Group, the work performed by the external auditor,
the internal auditor, and reviews performed by the management, respective
Board committees and the Board, the Audit Committee and the Board
are of the view that the Group has maintained sound and effective risk
management and internal control systems during the year ended 31 March
2018.
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Environmental, Social and Governance Report

RIR - ERERHE

Z-Obee Holdings Limited (the “Company”, “We” and “Our”, and together
with its subsidiaries the “Group”) hereby presents this Environmental, Social
and Governance (“ESG”) report (the “ESG Report”) for the year ended 31
March 2018 (“Year 2017/18").

ESG forms a crucial part of the risk management and internal control
systems of the Company, which is reviewed on an annual basis to ensure
the systems in place are effective and adequate in order to safeguard the
assets of the Company and the interests of its shareholders. The board
(“Board”) of directors of the Company is responsible for our ESG strategy
and reporting.

The ESG Report covers the ESG of the Hong Kong and Shenzhen
offices of the Group. We have identified relevant ESG issues and assess
their materiality on our businesses as well as our stakeholders, through
reviewing our operations and holding internal discussions. To comply
with the requirements set forth in Appendix 27 Environmental, Social and
Governance Reporting Guide (the “ESG Guide”) to the Rules Governing the
Listing of Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”), disclosures relating to the material
ESG issues identified have been included in this ESG Report pursuant to the
general disclosure requirements of the ESG Guide.

A. ENVIRONMENTAL
Al Emissions

Despite that the Group is principally engaged in providing
the design, procurement of hardware components and
outsourcing the assembling services for mobile handsets
without any mass emissions (such as hazardous or polluted
air emissions, waste and water discharges) or significant
impact to the environment, the Group has established detailed
procedures to detect any possible pollution incidents which
affect the surrounding environment that may occur in the
course of our business operations in the future.

Air pollutants emission

The Group does not own or operate any vehicle, and hence
insignificant amount of or no air pollutants were generated in
Year 2017/18.

Greenhouse gas emission

Greenhouse gas is one of the main emissions of the Group. The
source of greenhouse gas emissions from the Group business
activities are mainly electricity consumption at our offices and
business air travel by our employees.
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A summary on the relevant emissions related key performance
indicators (“KPIs”) for Year 2017/18 is disclosed as follows:

R-ZE—+t /= NFEHHIEE
mERAERER(ERENE

Total CO, Emission Intensity
per Office

GREEN = BB EE

B OBERTRNT

Year 2017/18

Types of Emissions e E Rl -2+ /- N\EE
Indirect Emission BIEEHERL

CO, (generated from business —& ek (HE T HEREREES) 11,056.40 kg

air travel by employees) 11,056.40 T %

CO, (generated from purchased —&ibix(EBEEHESE) 30,196.10 kg

electricity) 30,196.10 F 52

Co, —&E ki 75.56 kg/sgm
75.56 F 5 F K
Hazardous and non-hazardous waste FEREZEY

The Group did not generate any hazardous waste in Year
2017/18 but had generated non-hazardous waste from
office operations. However, the Group has yet to develop
mechanism in collecting relevant data in this year. The Group
is committed to collecting the relevant data for Year 2018/19
reporting. Please refer to the section headed Non-compliance
to the General Disclosure Requirements of the ESG Guide
and our Commitment below for an explanation to the lack of
mechanism in collecting relevant data in this aspect.

The Group is committed to reducing the amount of waste
produced from our office operations. Please refer to the
subsection headed Waste Management below for the policies

we adopted to reduce waste.

Policies

Protecting environment is one of our key concerns. We are
committed to meeting the requirements as stipulated in the
national/local environmental laws and regulations. We have
taken into consideration the environmental sustainability into
our business process; have dedicated senior management
to monitor our environmental performance regularly; and
have adopted the following policies for energy and waste

management:

1. Energy Management

The indirect greenhouse gas emissions, which are
generated from our daily electricity power consumption,
is one of the main sources of carbon footprint of the
Group. We will keep monitoring the carbon footprint of
the Group to find out the impact of our daily operation
on the environment. At the same time, we have
implemented the following energy-saving and energy
efficient measures at our offices as follows:
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a. turn off lights and electrical devices when not
used; and

b. deploy natural light as much as possible on office
floors.

With the above measures in place, during the reporting
period, total electricity consumption of the Group
was 30,287 kWh and only 30,196.10 kg of CO, was
generated from electricity used for our office operations.
There is no comparative data for the year ended 31
March 2017 (“Year 2016/17”) due to incomplete data
retained for Year 2016/17. The Group is committed to
retain the relevant data for future reporting. Please refer
to the section headed Non-compliance to the General
Disclosure Requirements of the ESG Guide and our
Commitment below for an explanation to the incomplete
data retained for Year 2016/17.

Waste Management

We adopt a responsible waste management policy,
including waste avoidance, reducing waste from its
source and reuse, recycling and responsible disposal
of waste. We encourage our employees to reduce the
production of waste and are committed to introducing
waste separation measures to enable recycling for the
following categories:

a. paper (paper, paper plate, magazines,
cardboards, etc.);

b. metal (aluminum and other metallic cans);

C. plastics (packaging materials); and

d. other recyclables (electrical appliances,
computers, etc.).

The Group has yet to develop mechanism to retain
waste data for Year 2016/17 and Year 2017/18. The
Group is committed to retaining the relevant data for
future reporting. Please refer to the section headed Non-
compliance to the General Disclosure Requirements
of the ESG Guide and our Commitment below for an
explanation to the lack of mechanism to retain waste
data for Year 2016/17.
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Environmental, Social and Governance Report

During Year 2017/18, the operation of the Group had complied
with all the relevant environmental laws and regulations, and
hence had no records of penalty or warning related to air, water
and wastes pollution and discharges from any environmental
department or alerts from any environmental agencies in the
People’s Republic of China (the “PRC”) and Hong Kong.

Use of Resources
The use of resources in the course of our business operations
mainly includes the consumption of energy and water.

Energy consumption

During Year 2017/18, the use of electricity was the major
source of energy consumption which contributed to the total
energy consumption of 30,287 kWh.

A summary on the relevant use of resources related KPIs of the
Group for Year 2017/18 is disclosed as follows:
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Electricity consumption intensity

Year 2017/18
Use of Resources ERfER —E—+t/-NEE
Electricity ESW)| 30,287 kWh

30,287 T FLHF
55.47 kWh/sgm

55.47 TR/ F 5K

Water consumption

The water consumption data of our offices is unavailable as
the water usage and charges are billed as part of the building
management fee.

Green initiatives and measures

Our Group is committed to conserving resources in our
business activities, including use of energy, water and paper.
We aim to reduce the use of resources and corresponding
carbon footprint through the adoption of various green
initiatives. Green awareness is promoted among our
employees in order to drive their behavioral changes. During
the reporting period, the Group adopted green initiatives and
measures to enhance the efficiency of use of resources.

1. Reducing Electricity Consumption
Energy consumption is one of the major use of resources
by the Group. The Group has always aimed at efficient
use of resources by requesting all our employees to
comply with the energy-saving policy of the Group.

2. Paper Reduction
Waste management and waste reduction are important
strategies, which help conserve valuable resources. In
order to reduce waste paper, we have developed the
following measures:

FkE

REBEHPAEMAKEEIERR
e - TEHRAKEREBRR

RNEBEEEN—HD

AREEIE R IE b
AEBEGERETDTRNGHNE
R BAEER - K R AR A
e BB BRREBRMEE
RRTERMDEMEIR AR
RE - BMAEEEHREE
B B EREMPISEEE - R
WEHA - REERITRERE
KiEHe - IR ERERARE -

1. JRLHEE
BERHRERAEBEE(F
BERz—  AEE—H
BMARERNESER -
EX2EREREETAEH
HIERREBUR ©

2. RLAM
%?IE&?JEE’J FEMEEER
CEDRGEEER-
Z%Tﬂ)%&%ﬁ&% A
EHIE AT

BUEIZERAEMIRATE o 2018 FH

37



Environmental, Social and Governance Report
RIE - HEBERERBRS

a. deploy recycling bins to collect used paper
products such as waste paper, posters, letters
and envelopes;

b. place waste paper recycling bin next to the printer
to facilitate collection or reuse;

C. print on both sides of the paper;
d. use both sides of the paper for writing;

e. bring our own cups to office and avoid using paper
cups;

f. reuse old stationeries such as folders and
envelopes; and

g. reuse packaging boxes.

3. Water Conservation
As fresh water is one of the precious natural resources,
the Company is committed to protecting the water
resource and encourages all employees to develop
water-saving habits.

Packaging material for finished products

The Group is principally engaged in providing the design,
procurement of hardware components and outsourcing the
assembling services for mobile handsets. The packaging
process has been outsourced and thus packaging material
used is insignificant to the Group.

A3  The Environment and Natural Resources
The Group manages and minimizes the impact that it may
cause to the environment and natural resources directly or
indirectly, through the following policies:

a. ensure its business operations comply with the
environmental laws in the PRC and Hong Kong;

b. strengthen the awareness of employees on
environmental protection through training; and

C. monitor our daily business operations in conserving

energy and water to reduce direct impact on the
environment.
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In particular, consumption of electricity generates the
emission of CO,, as discussed above, which in turn draws
negative impact to our world as CO, is a greenhouse gas
which contributed to the greenhouse effect that affects the
temperature of our planet. With an aim of reducing electricity
consumption, we have implemented the abovementioned
energy-saving measures. As discussed above, during the
reporting period, the Group’s total electricity consumption
was 30,287 kWh. There is no comparative data for Year
2016/17 for electricity usage due to incomplete data retained.
Please refer to the section headed Non-compliance to the
General Disclosure Requirements of the ESG Guide and our
Commitment below for an explanation to the incomplete data
retained for Year 2016/17.

Also, consumption of paper draws negative impact to
our world as voluminous paper consumption may lead
to deforestation. With an aim of minimizing the impact of
our business operations, we have implemented the paper
reduction measures as discussed above so as to minimize the
consumption of paper at our offices and strive to consume
paper in the most efficient manner.

The Group is committed to monitoring further possible
environmental impacts of our business operations, and to
implementing measures to control any adverse impacts, in
order to generate long-term values for our stakeholders as well
as the communities in which we operate.

B. SOCIAL

B1

Employment

Respecting human and labour rights has been an integral part
of our approach to sustainability. Employees are the most
valuable assets of the Group. The Group cares about the well-
beings of our employees and ensures that they are provided
with a comfortable and efficient working environment with
legislative protection and equal opportunity in their career path.

The Group complies with all the relevant laws and regulations,
such as the Employment Ordinance (Cap. 57 of the Laws of
Hong Kong) and the Employees’ Compensation Ordinance
(Cap. 282 of the Laws of Hong Kong) as well as the Labor Law
of the PRC and the Labor Contract Law of the PRC.
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Remuneration

We offer competitive pay and benefits to the
employees according to their job requirement and
individual performance. We regularly review the overall
compensation and benefits to ensure the Company’s
competitiveness in the market. We even benchmark
our compensation policy against relevant industries and
similar organizations. We also assess the achievements
and contributions of the employees through periodic
appraisals and reward them accordingly.

Dismissal

We ensure that all employees are protected under the
employment laws of Hong Kong and the PRC, including
but not limited to the following protections:

a. terminations are for good causes and not due to
discriminations;

b. an employee cannot be dismissed when she
has been confirmed pregnant or given notice of
pregnancy; and

C. an employee cannot be dismissed when he or she
takes a paid sick leave.

Recruitment and promotion

Recruitment and promotion should be fair and open
for all employees, and cannot be affected by age,
sex, physical or mental health status, marital status,
family status, race, skin color, nationality, religion,
political affiliation, sexual orientation and other factors.
Our employees are recognized and reviewed by their
contribution, work performance and skills. We always
do our best to provide our employees a good working
environment and development opportunity.

Policy on equal opportunity, diversity, anti-discrimination
and other benefits

The Group is an equal opportunity employer. We
assess candidates fairly based on their experience,
qualifications and abilities. We are committed to the
belief that nobody should be treated less favourably
on his/her personal characteristics such as gender,
pregnancy, marital status, disability, family status, and
race. Opportunities for employment, training and career
development are equally open to all qualified employees.
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Summaries of the total workforce and employee turnover rate
by gender of the Group for Year 2017/18 are disclosed as

ARE T+ /- \FERHE
MEIDMEBTEERE TRk

follows: MEREMT :
Total workforce by gender: HIHRIE SIS THE :
No. of Staff
Gender PRI ETHE
Male B 23
Female z 21
Total mEy 44
Employee turnover by gender: BMEIZI SIS T kR
No. of Staff
Gender 3l BTHA
Male 3 12
Female z 6
Total ey 18

Health and Safety

We are committed to protecting the health and safety of the
employees and the community. We require all employees
to comply with all relevant occupational health and safety
regulations, and we comply with all the relevant laws and
regulations in relation to providing our employees with a
safe and healthy working environment and protecting them
from occupational hazards. As a result, we are committed to
implementing the following measures:

a.

develop internal guidelines to ensure that the
working environment is in line with or higher than the
requirements of relevant laws;

establish safety procedures for the potentially hazardous
work;

provide necessary protective equipment and medical
insurance to the employees;

establish emergency measures such as fire or explosion
emergency plan;

regularly arrange rescue, fire and evacuation drills;

provide and maintain a healthy and safe working
environment;

actively promote environmental protection, health
and safety awareness of the employees, and support
development of environmental protection, health and
safety in the industry; and

provide all employees with needed job information,
guidance, training and supervision to minimize
occupational hazards.
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B

B3

B4

B5

HEREBRE

Development and Training

We have provided proper training to all the directors of the
Company to ensure their continuous professional development
in accordance with Code Provision A.6.5 of the Corporate
Governance Code as set out in Appendix 14 of the Listing
Rules.

We are committed to providing our employees with effective
training and clear promotion path so as to ensure that the
employees have the required skills in discharging their duties.

Labour Standards

Child labour and forced labour are strictly prohibited within the
Group; and the laws and regulations regarding child and forced
labour are strictly followed.

During the reporting period, no reported cases of any violation
of relevant employment laws and regulations including child
labour or forced labour.

Supply Chain Management

We attach importance to developing and maintaining long-
term relationships with our suppliers, looking forward to
forming long-term partnerships with them. We take a fair and
open principle on procurement of materials and services. We
only cooperate with the suppliers that share common moral
values and standards with us. The Company also supports
and encourages the suppliers to promote efficient use of
resources and environmental protection to fulfill corporate
social responsibility through the following policies:

a. advocate the principle of fair and open competition, and
based on mutual trust, develop and maintain long-term
relationships with the suppliers and contractors;

b. adopt strict ethical standards in procurement of
materials and services to ensure the quality of the
finished products and maintain the continued confidence
of the clients, suppliers and the general public;

C. perform periodic assessment on our suppliers based
on price, quality, suitability and demands. Only those
qualified suppliers will remain in our approved supplier
list;

d. choose appropriate, responsible and capable suppliers;

e. support and encourage the suppliers to improve
their production and working environment, and their
employees’ benefits and protections; and
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f. request the suppliers to comply with the relevant laws,
regulations and contractual obligations.

Product Responsibility

We are committed to providing our customers with high-quality
products and services, settling customer complaints timely
and effectively, continuously improving our service level, and
ensuring customer satisfaction through the following policies:

a. ensure the products and services comply with related
laws and guidelines;

b. provide customers with accurate product information
and high-quality products; and

C. develop product warranty policy and after-sales services
for our products.

The Group complies with all the relevant laws and regulations
in respect of privacy matters and ensures that customer
information will only be used for business purpose and not
for other unrelated purposes. All employees should handle
and use customer information with extreme caution, protect
customer information, and comply with statutory requirements
of relevant privacy laws.

Our employees are trained on the data protection principles
and methods and are required to comply with the Personal
Data (Privacy) Ordinance (Cap. 486 of the Laws of Hong Kong).

Anti-corruption
Anti-corruption and anti-bribery are essential elements in
creating a fair business environment.

The Group complies with all relevant laws and regulations
relating to bribery, extortion, fraud and money laundering and
continues to build a workforce with a high level of business
ethics and integrity in being a trustworthy partner to customers
and suppliers through the following policies:

a. organize regular briefings for our employees to raise
concerns about the importance of anti-corruption and
anti-bribery;

b. provide employees or other stakeholders with a
confidential reporting channel (to the possible extent)
and guidance for disclosure of information relevant to
suspected misconduct, malpractice or irregularity, if any;
and

c. request suppliers to comply with the relevant laws and
regulations.
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B8 Community Investment
The Group believes that it is our responsibility to give back
to the community, in which we operate, by enabling the
community to prosper through our initiatives.

By reaching out directly to the community, we hope to offer
assistance and to create a positive impact on the lives of
everyone in the community.

Non-compliance to the General Disclosure Requirements of the ESG
Guide and our Commitment

The trading in the shares of the Company on the Stock Exchange was
resumed on 30 November 2017, following the discharge of the provisional
liquidators of the Company (the “Provisional Liquidators”) and the
dismissal of the winding-up petition on 29 November 2017; and the Board
only took over from the Provisional Liquidators as the management of
the Company since 30 November 2017. As a result, we did not possess
a complete set of the relevant data for Year 2016/17 for the calculation
of certain KPIs and/or comparison with Year 2017/18’s data, and only
discovered, after the takeover of management that, the Company lacked
certain procedures and/or policies as required under the ESG Guide.

During the period from 30 November 2017 to 31 March 2018, the Board
had been working on the setting up of all the necessary written procedures/
policies including but not limited to all the relevant environmental policies
and procedures/mechanism for collecting the required data for our
upcoming ESG reports. The Board is committed to complying with the ESG
Guide regarding the disclosure in our ESG report for the year ended 31
March 2019 as well as in all of our ESG reports in the future.
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The Board (the “Board”) of directors (the “Directors”) of Z-Obee Holdings
Limited (the “Company”, together with its subsidiaries, the “Group”) is
pleased to present this report together with the audited consolidated
financial statements of the Group for the year ended 31 March 2018 (the
“Financial Statements”).

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. An analysis
of the performance of the Group for the year ended 31 March 2018 by
business segments is set out in note 6 to the Financial Statements.

BUSINESS REVIEW

A fair review of the Group’s performance, a description of the principal
risks and uncertainties faced by the Group, an analysis of the development,
performance or position of the Group’s business and an indication of the
likely future development of the business of the Group are set out in the
sections of this annual report headed Chairman’s Statement, Business
and Financial Review, Directors’ Report and in the notes to the Financial
Statements.

Details about the Group’s environmental policies and performance and an
account of the Group’s key relationships with its employees, customers and
suppliers and others that have a significant impact on the Group are set
out in the section of this annual report headed Environmental, Social and
Governance Report.

To the extent necessary for a discussion of the Group’s compliance with the
relevant laws and regulations that have a significant impact on the Group is
set out in the section of this annual report headed Corporate Governance
Report.

RISKS AND UNCERTAINTIES

The following section lists out the principal risks and uncertainties faced
by the Group. It is a non-exhaustive list and there may be other risks and
uncertainties further to the key risk areas outlined as below.

Risks Pertaining to the Domestic and International Mobile Handset
Markets

As the domestic mobile handset market has crept towards saturation, the
leading mobile handset manufacturers began to redirect their focus to the
overseas markets. Such redirection would cause an impact on the small-
and medium-sized mobile handset integrators whose businesses are mainly
export-oriented.

In addition to the fierce competition amid leading mobile handset
manufacturers, the increase in import tariffs by the Indian government has
molded the Indian market into a more difficult business environment for
domestic mobile handset integrators.

Both may pose an adverse impact on the business and financial conditions
of the Group.

Directors’ Report
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Risks Pertaining to Foreign Currency

A substantial part of the business of the Group operates in the mainland
China, South Asia and Middle East. Accordingly, revenue and transactions
arising from the operations of the Company were generally settled in
Renminbi and United States Dollars which gives rise to a risk of translation
in the Financial Statements.

Operational Risks

The operation of the Group is subject to a number of risk factors relating
to mobile handset development and mobile handset related businesses.
Restrictions imposed on production chain affect the cost of major components
for various types of mobile handsets, such as the dramatically-increased prices
for glass, motherboards, memory and batteries, which may have adverse
impact on the financial condition or results of operations of the Group.

Risk and Measures for Reliance on Supplier and Customer

During the year ended 31 March 2018, the Group’s five largest customers
combined and five largest suppliers combined accounted for more than
90% of the Group’s sales and 100% of the Group’s purchases, respectively.
In minimizing the risk of a heavy reliance on a narrow base of customers,
the Group has been actively pursuing new potential customers in order to
broaden customer base.

The Group has maintained long term relationship with the suppliers and
also started to organise the establishment of a strategic supplier system via
strategic cooperation with key component suppliers, forming a framework
for mutual growth and support.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 March 2018 are set out in the
Consolidated Statement of Profit or Loss and Other Comprehensive Income
on page 60 of this annual report.

The Directors did not recommend the payment of any final dividend for the
year ended 31 March 2018 (for the year ended 31 March 2017: Nil). No
interim dividend was paid to the shareholders of the Company for the six
months ended 30 September 2017 (for the six months ended 30 September
2016: Nil).

PURCHASE, SALE OR REDEMPTION OF THE LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the listed securities of the Company during the year ended
31 March 2018.

SHARE CAPITAL
Details of movements in share capital of the Company for the year ended 31
March 2018 are set out in note 27 to the Financial Statements.

As at 31 March 2018, the total number of issued shares of the Company (the
“Shares”) was 254,234,383 of US$0.16 each (31 March 2017: 762,687,662
Shares of US$0.008 each).

Details of the Shares issued for the year ended 31 March 2018 are set out
in note 27 to the Financial Statements.

Save as disclosed in the section headed Equity-linked Agreements below,
the Company did not issue any new Shares during the year ended 31 March
2018.

There are no provisions for pre-emptive rights under the Company’s bye-

laws or the laws of Bermuda which would oblige the Company to offer new
Shares on a pro rata basis to existing shareholders of the Company.
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EQUITY-LINKED AGREEMENTS

Share Consolidation and Open Offer

The Company, the provisional liquidators of the Company appointed
pursuant to the orders dated 27 June 2014 and 2 June 2015 made by
the High Court of Hong Kong and subsequently discharged pursuant to
the order dated 29 November 2017 made by the High Court of Hong
Kong (the “Hong Kong Provisional Liquidators”) and Alpha Professional
Development Limited, a company incorporated in the British Virgin Islands
which is owned by Mr. Xiong Jianrui and Mr. Yi Peijian as to 50% and
50%, respectively (“Alpha Professional”), had entered into a framework
agreement on 5 June 2015 as part of the proposed restructuring of the
Company comprising, among others, capital reorganisation and an open
offer (the “Open Offer”), details of which are disclosed hereinbelow. On 25
July 2017, the said framework agreement was amended and restated as the
new framework agreement.

Under the new framework agreement, capital reorganisation entailed
share consolidation on the basis of every twenty (20) Shares of US$0.008
each consolidated into one (1) consolidated Share of US$0.16 each in the
share capital of the Company (the “Consolidated Shares”). The share
consolidation became effective on 17 October 2017.

On 20 September 2017, the Company and China Galaxy International
Securities (Hong Kong) Co., Limited, a licensed corporation under the
Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong)
(the “SFO”) to engage in type 1 (dealing in securities), type 4 (advising on
securities) and type 6 (advising on corporate finance) regulated activities
(the “Underwriter”) entered into an underwriting agreement whereby the
Underwriter agreed to underwrite the Open Offer on the basis of two (2)
offer Shares (the “Offer Shares”) for every five (5) Consolidated Shares
held on the record date of the Open Offer by the qualifying shareholders
of the Company. The Open Offer involved the allotment and issuance of
15,253,753 Consolidated Shares at a price of US$0.16 per Offer Share.

The Open Offer and the said underwriting agreement became unconditional
on 21 November 2017; and the allotment and issuance of 15,253,753
Consolidated Shares at a price of US$0.16 per Offer Share subsequently
took place on 24 November 2017. Please refer to the announcements of the
Company dated 22 September 2017, 6 November 2017 and 24 November
2017 for further details regarding the Open Offer and the said underwriting
agreement.

Share Subscription by Alpha Professional

On 25 July 2017, the Company, as issuer, and Alpha Professional, as
subscriber, entered into a subscription agreement pursuant to which Alpha
Professional agreed to subscribe for, and the Company agreed to issue and
allot, 188,134,528 Consolidated Shares at a subscription price of US$0.16
per Consolidated Share. The said share subscription was completed on 27
November 2017.
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Share Subscription by Tongfang Asset Management (as defined
hereinbelow)

On 7 September 2017, the Company, as issuer, and Tongfang Asset
Management (Cayman) Company Limited, as subscriber (“Tongfang Asset
Management”), a company incorporated in the Cayman Islands and a
wholly-owned subsidiary of Tsinghua Tongfang Co., Ltd which is a company
held by & % % i & BR A 7] (Tsinghua Holdings Co., Ltd.*) of Tsinghua
University in Beijing, incorporated in the People’s Republic of China with
limited liability and primarily engaged in consumer electronics, information
technology, energy and environment industries, whose shares are listed
on the Shanghai Stock Exchange (Stock Code: 600100), among others,
entered into a subscription agreement pursuant to which Tongfang Asset
Management agreed to subscribe for, and the Company agreed to issue and
allot, 12,711,719 Consolidated Shares at a subscription price of US$0.16
per Consolidated Share. The said share subscription was completed on 27
November 2017.

As a result, a total of 200,846,247 Consolidated Shares were allotted and
issued on 27 November 2017. Please refer to the circular of the Company
dated 25 September 2017 for further details of the abovementioned share
subscriptions.

Saved as disclosed above and in the section headed Share Option Scheme
below, no equity-linked agreements were entered into by the Company
during the year ended 31 March 2018 or subsisted at the end of the year.

Voluntary Delisting from Singapore Exchange Securities Trading
Limited (the “SGX-ST”)

In the interest of the shareholders and the Company as a whole, in early
August 2017, the Company had made an application to the SGX-ST to seek
its approval for the voluntary delisting of the Shares which subsequently
took place on 28 November 2017.

Please refer to the announcements of the Company dated 29 August 2017,
29 September 2017, 6 October 2017, 19 October 2017and 24 November
2017 for further details of the voluntary delisting.

DISTRIBUTABLE RESERVES

As at 31 March 2018, the Company had no reserves available for
distribution, calculated in accordance with the provisions of the Companies
Act 1981 of Bermuda (as amended).

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the
last five financial years is set out on page 132 of this annual report.
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DIRECTORS

The list of Directors and their biographical information are set out below and
in the section headed Profile of the Directors and Senior Management on
pages 22 to 24 of this annual report, respectively.

Executive Directors:
Mr. Xiong Jianrui (Chairman)
(appointed on 30 November 2017)
Mr. Yi Peijian (Chief Executive Officer)
(appointed on 30 November 2017)
Ms. Chen Ling (resigned on 30 November 2017)
Mr. Lai Hui (resigned on 30 November 2017)
Ms. Yang Jian Hui (resigned on 30 November 2017)

Independent non-executive Directors:
Mr. Cui Songhe
(appointed on 30 November 2017)
Mr. Khoo Wun Fat William
(appointed on 30 November 2017)
Mr. Lin Tao
(appointed on 30 November 2017)
Mr. Liu Jintao (resigned on 30 November 2017)
Mr. Tsang Hin Fun Anthony (resigned on 30 November 2017)

With effect from 30 November 2017, on the date of resumption of
trading in the Shares, Ms. Chen Ling and Ms. Yang Jian Hui resigned as
executive Directors. Mr. Lai Hui resigned as chief executive officer of the
Company and executive Director. Mr. Liu Jintao and Mr. Tsang Hin Fun
Anthony resigned as independent non-executive Directors. Each of the
aforementioned resignation was not due to any disagreement between him/
her and the Board, but the restructuring of the Group.

Pursuant to the bye-laws of the Company (the “Bye-laws”), all Directors will
retire from offices as Director at the forthcoming annual general meeting of
the Company (the “AGM”) and, being eligible, will offer themselves for re-
election at the AGM.

The Company has received from each of the independent non-executive
Directors an annual confirmation of his independence pursuant to Rule 3.13
of the Rules Governing the Listing of Securities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) and the
Company considers all such Directors are independent.

DIRECTORS’ SERVICE CONTRACTS

Each of the Directors has entered into letters of appointment or service
contracts with the Company for a term of three years commencing from 30
November 2017. As at 31 March 2018, no Director proposed for re-election
at the AGM has a service contract with the Company or its subsidiaries
which is not determinable by the Company within one year without payment
of compensation, other than statutory compensation.
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DIRECTORS’ INTERESTS IN SECURITIES

As at 31 March 2018, the interests of the Directors, chief executives and
their associates in the shares, underlying shares and debentures of the
Company and its associated corporation (within the meaning of Part XV
of the SFO), as recorded in the register required to be kept under section
352 of the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code as set out in Appendix 10 of the
Listing Rules (the “Model Code”) were as follows:

Long positions in Shares, underlying Shares and debentures of the
Company

ESRES 2R
R-ZZB-N\F=R=+—B &% IETK
ANEBRFEEZBBEARARR REBEEE
(BEREFFIBGHIEXVED AL - 18R
Wi R EH P A L - 25 e IR
RIEES MG GG F 352 5 BF B M E LM
A - KERE TR RIS 0P S A IR AE ST B
(LR ) BTG AR LB PTAT

RARBNERS - HERDRESZTHNFR

Approximate

percentage

of the issued

share capital of

Number of the Company Mote "

Name of Director Capacity Shares held {EARATEBHTHRA
HEEW 51 FERGHE e 5 SH= A
Mr. Xiong Jianrui Interests of controlled corporation 177,965,114 MNote2) 70%

ARSI ST 4 SRR

Mr. Yi Peijian
SIERI k-

Interests of controlled corporation
R E R

177,965,114 (=2

177,965,114 Mo 70%
177,965,114 :2)

Notes:

1. The percentage of the Company’s issued share capital is based on the 254,234,383
Shares issued as at 31 March 2018.

2. These 177,965,114 Shares were beneficially owned by Alpha Professional which,

in turn was owned as to 50% by Mr. Xiong Jianrui and as to 50% by Mr. Yi Peijian.
Therefore, each of Mr. Xiong Jianrui and Mr. Yi Peijian is deemed to be interested in
the entire 177,965,114 Shares held by Alpha Professional.

Long positions in the shares of the associated corporation of the
Company (as defined in the SFO)

Name of

associated
Name of Director corporation Capacity
BE=H1 HECEE BB =27)

FeE -
1. AARBETRAZ BD L HREBER -2 —\F
= A=+—BE%172254,234,383 RN T E °

2. 5 177,965,114 B A% 7 F3 Alpha Professional &
%59 T Alpha Professional i 5813 554 & 5
SIS RIS 50% K 50% © At - AE&IE 5L
& R SIRRI5E A% B AR S5 Alpha Professional
BAEZ 277,965,114 RAR D R A R o

RARDBREEE (EERESRBERG) B
R R

Number of Percentage in

issued ordinary the associated
Shares held corporation
FFERTEBRRYE REBEEZBAH

Mr. Xiong Jianrui
RERIIm

Mr. Yi Peijian
SERTAE

Alpha Professional
Alpha Professional

Alpha Professional
Alpha Professional

Beneficial owner
EnEAA

Beneficial owner

E=lEEA

50 50%
50 50%
50 50%
50 50%

Saved as disclosed above, as at 31 March 2018, none of the Directors, chief

executives of the Company nor their associates had any other personal, family,
corporate and other interests or short positions in the shares, underlying
shares or debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the register required
to be kept under section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.
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SHARE OPTION SCHEME

The Company operates a share option scheme (the “2010 Scheme”) for
the purpose of providing incentives and rewards to eligible participants
who contribute to the success of the operations of the Group. Eligible
participants of the 2010 Scheme include the Directors (including
independent non-executive Directors) confirmed employees of the Group,
the controlling shareholders and their associates. The 2010 Scheme
became effective on 11 February 2010 and, unless otherwise cancelled or
amended, will remain in force for 10 years from that date.

Set out below principal terms of the 2010 Scheme:

1. Purpose
The purpose of the 2010 Scheme is to enable the Company to grant
options to participants as incentives or rewards for their contribution
to the Group, and to encourage participants to perform their best in
achieving goals of the Group.

2. Participants
The participants are any employee, director, adviser or business
consultant of the Company or any of its subsidiaries as determined
by the remuneration committee of the Company (the “Remuneration
Committee”) at its absolute discretion.

3. Total number of Shares available for issue
The number of Shares which may be issued upon the exercise
of all share options granted or to be granted under the refreshed
mandate of the 2010 Scheme was 63,557,366 Shares (or 3,177,868
Consolidated Shares), representing approximately 1.25% of the
issued share capital of the Company as at the date of this annual
report.
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Maximum entitlement of each participant

The total number of Shares issued and to be issued upon exercise of
the options granted to any participant (including both exercised and
outstanding options) under the 2010 Scheme and any other schemes
of the Company in any 12-month period must not exceed 1% of the
issued Shares, unless approved by Shareholders.

Period within which the Shares must be taken up under an option
An option may be exercised in accordance with the terms of the 2010
Scheme at any time during a period to be determined and notified by
the Remuneration Committee to each grantee at the time of making
an offer, and in any event such period of time shall not expire later
than 10 years from 11 February 2010.

Minimum period for which an option must be held before it can
be exercised
Unless otherwise determined by the Remuneration Committee at
its sole discretion, there is a minimum period of 1 year for which an
option must be held after its date of grant before such an option can
be exercised.

Amount payable on acceptance of the option and the payment
period

The grant of a share option shall be deemed to have been accepted
when the duplicate of the offer letter comprising acceptance of the
offer duly signed by the grantee with the number of Shares in respect
of which the offer is accepted clearly stated therein together with a
payment or remittance in favour of the Company of HK$1.00 by way
of consideration for the grant thereof is received by the Company
within 21 days from the offer date.

Basis of determining the exercise price

The exercise price of an option shall be a price determined by the
Remuneration Committee in its absolute discretion, but shall not be
less than the higher of:

(a)  the closing price of the Shares as stated in the daily quotations
sheets issued by the Stock Exchange or the closing price of
the Shares on the SGX-ST, whichever is higher, on the date of
grant which must be a business day;

(b)  the average closing price of the Shares as stated in the daily
quotations sheets issued by the Stock Exchange or the
average closing prices of the Shares on the SGX-ST for the
five business days immediately preceding the date of the grant,
whichever is higher; and

(¢)  the nominal value of the Shares.
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9! Period of the 2010 Scheme
The 2010 Scheme shall remain in force for 10 years commencing on

11 February 2010 up to and including 10 February 2020.

As at 31 March 2018, the remaining life of the 2010 Scheme is
approximately 22 months.

Details of the share options outstanding as at 31 March 2018 which
have been granted under the 2010 scheme can be found in note 28

to the Financial Statements.

Note: the information above is based on the latest available books and records of

the Company.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

At no time during the year ended 31 March 2018 was the Company or any
of its subsidiaries a party to any arrangement 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.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 31 March 2018, the following persons or entities, other than Directors
or chief executives of the Company, had or were deemed to have interests
or short positions in the Shares or underlying Shares which were recorded
in the register required to be kept by the Company under section 336 of the

SFO, or which were notified to the Company:

Long position in Shares and underlying Shares
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Approximate

percentage

Number of of the issued
issued ordinary share capital of
Shares held the Company®™ote

Name of shareholder Capacity s 81T (AAQRBBITRA
RERAB g1 EZBERYE 2N B D ED
Alpha Professional Beneficial owner 177,965,114 70%
Alpha Professional BEnERAA 177,965,114 70%
Allied Group Limited Interests of controlled corporation 177,965,114 MNote2) 70%
BAasEEARAF REAERER 177,965,114 (##2) 70%
Allied Properties (H.K.) Limited Interests of controlled corporation 177,965,114 Note2) 70%
e iE (F8) BRAF R EE R 177,965,114 (#i2) 70%
Lee Seng Huang Interests of controlled corporation 177,965,114 (Note2) 70%
FRE REAERER 177,965,114 (#&2) 70%
Lee Seng Hui Interests of controlled corporation 177,965,114 MNote2) 70%
E359: R E R 177,965,114 (##2) 70%
Lee Su Hwei Interests of controlled corporation 177,965,114 Note2) 70%
FRE R EE R 177,965,114 (Hi2) 70%
Shipshape Investments Limited Interests of controlled corporation 177,965,114 Noted) 70%
Shipshape Investments Limited ~— AR 177,965,114 (i) 70%
Sun Hung Kai & Co. Limited Interests of controlled corporation 177,965,114 Noted) 70%
BEABRATF REAERER 177,965,114 (##3) 70%
Sun Hung Kai Structured Person having a security 177,965,114 Noted) 70%
Finance Limited interest in shares
R GEERERR AR FARMNHREEZHALT 177,965,114 (#i8) 70%
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Notes:

ik The percentage of the Company’s issued share capital is based on the 254,234,383
Shares issued as at 31 March 2018.

2. Lee Seng Hui, Lee Su Hwei and Lee Seng Huang as trustees of Lee and Lee
Trust indirectly controlled approximately 74.95% interest in Allied Group Limited, a
company which indirectly held 74.99% interest in Allied Properties (H.K.) Limited.

Allied Properties (H.K.) Limited indirectly held 100% interest in AP Jade Limited which
in turn indirectly held 100% interest in AP Emerald Limited. AP Emerald Limited
indirectly held approximately 57.29% interest in Sun Hung Kai & Co. Limited.

Given the shareholding structure discussed above and in note 3 hereinbelow, each of
Lee Seng Hui, Lee Su Hwei and Lee Seng Huang was deemed to be interested in the
177,965,114 Shares.

3. Sun Hung Kai Structured Finance Limited was wholly-owned by Shipshape
Investments Limited which was in turn indirectly wholly-owned by Sun Hung Kai &
Co. Limited. Therefore, through Sun Hung Kai Structured Finance Limited’s having
a security interest in the 177,965,114 Shares, both Shipshape Investments Limited
and Sun Hung Kai & Co. Limited were deemed to be interested in the 177,965,114
Shares.

Save as disclosed above, as at 31 March 2018, there were no other persons
or entities, other than Directors or chief executives of the Company, had or
were deemed to have interests or short positions in the Shares or underlying
Shares which were recorded in the register required to be kept under
section 336 of SFO, or which were notified to the Company.

CONTRACTS OF SIGNIFICANCE WITH CONTROLLING
SHAREHOLDERS

Save as disclosed in the sections headed “Restructuring of the Group”
under Business and Financial Review and the Material Related Party
Transactions in note 31 to the Financial Statements, there was not any
contracts of significance entered into between the Group and the any
controlling shareholders of the Company or its subsidiaries during or at the
end of the year ended 31 March 2018.

EMPLOYMENT AND REMUNERATION POLICY

As at 31 March 2018, total number of employees of the Group was 44
(as at 31 March 2017: 25). During the year ended 31 March 2018, staff
costs (including Directors’ emoluments) amounted to approximately
HK$9,352,000 (for the year ended 31 March 2017: approximately
HK$7,613,000). Remuneration of the employees which included salary and
discretionary bonus is made with reference to the results of the Group, the
market as well as individual performance and contributions.
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PERMITTED INDEMNITY

Pursuant to bye-law 164(1) of the Bye-laws, each Director or other officer
of the Company shall be entitled to be indemnified and secured harmless
out of the assets and profits of the Company from and against all actions,
costs, charges, losses, damages and expenses which he or she may
incur or sustain in or about the execution of the duties of his or her office
or otherwise in relation thereto. The Company has arranged appropriate
insurance in respect of the liabilities and costs associated with any
proceedings which may be brought against its Directors and officers.

DONATIONS

The Group did not make any charitable donations during the year ended 31
March 2018 (for the year ended 31 March 2017: Nil).

DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

None of the Directors and their respective associates had any direct or
indirect interest in a business which competes or is likely to compete, either
directly or indirectly, with the business of the Group.

CONNECTED TRANSACTIONS

Some of the transactions as set out in note 31 to the Financial Statements
under the heading of Material Related Party Transactions constituted
connected transactions exempted from the reporting, announcement and
independent shareholders’ approval requirements under the Listing Rules.

DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS
OR CONTRACTS

Save as disclosed in the sections headed “Restructuring of the Group”
under Business and Financial Review and the Material Related Party
Transactions in note 31 to the Financial Statements, no transactions,
arrangements or contracts of significance in relation to the business of
the Group to which the Group was a party, and in which a Director or his
connected entity had a material interest, whether directly or indirectly,
subsisted as at 31 March 2018 or at any time during the year ended 31
March 2018.

MANAGEMENT CONTRACTS

Save for employment contracts, no other contracts concerning the
management and/or administration of the whole or any substantial part of
the business of the Company were entered into or subsisted during the year
ended 31 March 2018.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 March 2018, sales to the Group’s five largest
customers accounted for approximately 90% of the Group’s total sales
for the year (of which sales to the Group’s largest customer accounted for
approximately 31%); while the aggregate amount of purchases of the Group
attributable to the five largest suppliers accounted for approximately 100%
of the Group’s total purchase (of which purchase from the Group’s largest
customer accounted for approximately 100%).

Based on the available information to the Directors, none of the Directors,
or any of their associates or any shareholders (which owns more than 5%
of the company’s share capital) had an interest in these major suppliers or
customers of the Group.
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AUDITOR

Crowe Horwath (HK) CPA Limited has changed its name to Crowe (HK) CPA
Limited. Accordingly, the independent auditor’s report is now signed under
the new name.

Crowe (HK) CPA Limited acted as auditor of the Company and audited the
Group’s consolidated financial statements for the year ended 31 March
2018.

Crowe (HK) CPA Limited shall retire and, being eligible, offer themselves
for re-appointment. A resolution for the re-appointment of Crowe (HK) CPA
Limited as auditors of the Company will be proposed at the AGM.

SUFFICIENCY OF PUBLIC FLOAT

As at the latest practicable date prior to the issue of this annual report,
based on information that is publicly available to the Company and within
the knowledge of the Directors, the Company has maintained a sufficient
public float as required under the Listing Rules.

On behalf of the Board

Z-Obee Holdings Limited

W

Xiong Jianrui
Chairman and Executive Director
Hong Kong, 22 June 2018

* For identification purpose only
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Independent Auditor’s Report

A\ Crowe

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF Z-OBEE HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements of Z-Obee
Holdings Limited (the “Company”), and its subsidiaries (the “Group”) set
out on pages 60 to 131, which comprise the consolidated statements of
financial position as at 31 March 2018, and the consolidated statement of
profit or loss and other comprehensive income, the consolidated statement
of changes in equity and consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

We do not express an opinion on the consolidated financial statements
of the Group. Because of the significance of the matters described in the
“Basis for disclaimer of opinion” section of our report, we have not been able
to obtain sufficient appropriate audit evidence to provide a basis for an audit
opinion on these consolidated financial statements. In all other respects,
in our opinion the consolidated financial statements have been properly
prepared in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR DISCLAIMER OF OPINION

Scope limitation due to incomplete books and records

Our audit opinion dated 31 May 2017 on the Group’s consolidated financial
statements for the year ended 31 March 2017 was disclaimed, given the
loss of some books and records and serious doubts over the reliability
of the Group’s accounting and other records before the restructuring
of the Group, the directors of the Company believed that, it was almost
impossible, and not practicable, to ascertain the correct revenue and profit
or loss and the resultant assets and liabilities for the past years as included
in the consolidated financial statements of the Group. Also, due to the
loss of some books and records before the restructuring of the Group, the
directors of the Company believed that it was almost impossible, and not
practicable, to verify the financial information as reported in the consolidated
financial statements of the Group for the past years.

Consequently, given these circumstances, we were unable to satisfy
ourselves that the internal controls and documentations provided by the
management for the purpose of our audit were effective and accurate in all
material respects. We were therefore unable to carry out satisfactory audit
procedures to obtain reasonable assurance regarding the completeness,
accuracy, existence, valuation, classification, disclosure and presentation of
the transactions and the assets and liabilities of the Group and the Company
as at 31 March 2017 and for the years ended 31 March 2017 and 2018.
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Crowe (HK) CPA Limited
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9/F Leighton Centre,
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Upon completion of the scheme of arrangement during the year ended 31
March 2018, the Company recognised a loss on assets transferred and
debts discharged under the Scheme of Arrangement and relevant expenses
of approximately HK$198,661,000 for the year ended 31 March 2018. As
mentioned above, due to the loss of some books and records before the
restructuring of the Group, we were unable to satisfy ourselves that the
amount of assets transferred and debts discharged under the Scheme of
Arrangement and relevant expenses were complete and accurate. As a
result, we were unable to carry out satisfactory audit procedures to obtain
reasonable assurance regarding the completeness, accuracy and valuation
in respect of the loss on assets transferred and debts discharged under the
Scheme of Arrangement and relevant expenses during the year.

Any adjustments found to be necessary in respect thereof had we been
able to obtain sufficient appropriate audit evidence would have had a
consequential effect on the net assets of the Group and the Company as at
1 April 2016, 31 March 2017 and 1 April 2017 and of the Group’s loss and
cash flows for the years ended 31 March 2017 and 2018, and the related
disclosures thereof in the consolidated financial statements.

Non-compliance with IFRSs and omission of disclosures

As explained in note 2.2 to the consolidated financial statements, the
consolidated financial statements of the Group have been prepared by
the directors based on incomplete books and records and the directors
believe that it is almost impossible and not practical to ascertain the
correct amounts. Consequently, the directors of the Company were
unable to represent that the consolidated financial statements comply with
International Financial Reporting Standards (“IFRSs”), or that the disclosure
requirements of the Hong Kong Companies Ordinance and the Rules
Governing the Listing of Securities of The Stock Exchange of Hong Kong
Limited have been complied with. Given these circumstances, which are
fully described in note 2.2, there were no practicable audit procedures that
we could perform to quantify the extent of adjustments and disclosures
that might be necessary in respect of the Group’s consolidated financial
statements for the years ended 31 March 2017 and 2018.

Responsibilities of the directors of the Company and those charged
with Governance for the consolidated financial statements

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with IFRSs
issued by the International Accounting Standards Board (“IASB”) and the
disclosure requirements of the Hong Kong Companies Ordinance, and for
such internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
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In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

The directors are assisted by the Audit Committee in discharging their
responsibilities for overseeing the Group’s financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial
statements

Our responsibility is to conduct an audit of the Group’s consolidated
financial statements in accordance with Hong Kong Standards on Auditing
(“HKSAS”) issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and to issue an auditor’s report. However, because of the
matters described in the “Basis for disclaimer of opinion” section of our
report, we were not able to obtain sufficient appropriate audit evidence
to provide a basis for an audit opinion on these consolidated financial
statements.

We are independent of the Group in accordance with the HKICPA’s Code of
Ethics for Professional Accountants (the “Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code.

Crowe (HK) CPA Limited
Certified Public Accountants
Hong Kong, 22 June 2018

Alvin Yeung Sik Hung
Practising Certificate Number P05206

B ZBENR S

EREFAVBHRAE  EF8HNME BX

B EQENEE - WAERERBR N RERE
BIKEAMNER  UREBFELE RS

At RIFEEAER BEEBEREFLE
& HREEMERNERNER -

ERZESHPESETESR BEENHY
REBRMELT -

BB E R A M RRARNEL

ELEARBABEAEG ([HESHIR
g ) WA B ETEE (BB TRER
Eit]) BEEENGREMERE - WEHRE
iR o A - AR [ PERERNELE | &
P18 - 5 REEEE AR ENEER
KAWL EGSMBHRROBTERREER -

EERBEEGAGNEXSHRIERT
A(T=FRI DB E&E - LERETE
TESEMBRERE -

B =5 (B8) Bt MEBMERA R
HEEEAD
FE T \FRA-T-H

558
HEFEREP05206

REZIRAMR AT o 2018 Fi

59



Consolidated Statement of Profit or Loss and Other Comprehensive Income

meEBmkHM2EKER

For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

REVENUE
Cost of goods sold

Gross profit

Other income and gain

Selling and distribution expenses
Administrative expenses

Finance costs

PROFIT FROM OPERATIONS

Loss on assets transferred and debts
discharged under the Scheme of
Arrangement and relevant expenses

(LOSS)/PROFIT BEFORE TAX
Income tax expense
(LOSS)/PROFIT AND TOTAL

COMPREHENSIVE (LOSS)/INCOME
FOR THE YEAR

ATTRIBUTABLE TO:
Owners of the Company
Non-controlling interests

(LOSS)/PROFIT AND TOTAL
COMPREHENSIVE (LOSS)/INCOME
FOR THE YEAR

(LOSS)/EARNINGS PER SHARE

Basic

Diluted
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The notes on pages 66 to 131 form an integral part of these financial

statements.
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2018 2017
—E-N\F =T F
HK$’000 HK$’000
FTHET FHET
(Restated)
(#&&51)
293,292 178,764
(250,186) (152,966)
43,106 25,798
3,745 3,082
(1,238) (859)
(16,284) (12,129)
(576) (510)
28,753 15,382
(198,661) (1,500)
(169,908) 13,882
(5,820) (3,186)
(175,728) 10,696
(175,632) 10,696
(96) =
(175,728) 10,696

(HK147.0 cents)
(147.0784L)

HK23.6 cents
23.6 7811l

(HK147.0 cents)
(147.07%84L)

HK23.6 cents
23.6751l
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Consolidated Statement of Financial Position
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As at 31 March 2018 RA-ZE— N \FE=F=+—H

2018 2017
—E-N\F 5
Note HK$’000 HK$’000
P 5E FExT FAT
(Restated)
(&E5)
Non-current assets FREEE
Property, plant and equipment Yz - B R EAE 14 1,207 526
Interest in associates N ol 2 - 82,110
Financial assets at fair value BRAREFABRF
through profit or loss ZEREE 16 - 17,979
Total non-current assets SEMENE ERE 1,207 100,615
Current assets RBEE
Inventories =& 17 8,870 1,388
Trade and factoring receivables BN E 5 RIRIEFIE 18 126,149 547,153
Prepayments, deposits and ERRIE - Re Rk
other receivables H Ath e Y5k IE 19 3,996 12,144
Tax recoverable Al e R IE - 1,002
Restricted bank balances R HIERT 4 5R 20 = 16,588
Cash and other bank balances R R EMIBITHEH 20 35,548 30,144
Total current assets mENEERE 174,563 608,419
Current liabilities REBEE
Trade and bills payables ENESREREE 21 44,955 9,733
Accruals and other payables EErBRAREMEMNKIE 22 5,042 31,949
Interest-bearing bank borrowings FTERITEE 23 - 305,833
Trust receipt loans EEEER 24 - 310,247
Receipts in advance TEYSRIE 3,852 4,544
Other borrowings HMEE 25 - 20,000
Amount due to investor EfEEESRE
— Escrow account —sEERP 26 - 6,500
Tax payables FEI TR 10,981 5,179
Total current liabilities mENBERE 64,830 693,985
NET CURRENT ASSETS/(LIABILITIES) REI&EE /(&818)FE 109,733 (85,566)
NET ASSETS EERE 110,940 15,049
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Consolidated Statement of Financial Position

e BRI R

As at 31 March 2018 R-—ZE— N \FE=H=+—H

2018 2017
—E-N\F =T F
Note HK$’000 HK$’000
B3 FBT FHIT
(Restated)
(#=%1)
EQUITY s

Share capital [N 27 316,471 47,470
Reserves i 29 (206,035) (32,421)

Equity attributable to owners KAREE A
of the Company FE{h R 110,436 15,049
Non-controlling interests MR 504 =
TOTAL EQUITY e ARE 110,940 15,049

Approved and authorised for issue by the board of directors on 22 June RoEBE—N\ENA-t+_BREESeERS

2018. HETEE o
On behalf of the board REE=S

W

Xiong Jianrui Yi Peijian
b Z158|
Chairman Executive Director
=/ HITEFE
The notes on pages 66 to 131 form an integral part of these financial F66ZE131 B2 AL S0 H @R 2 43
statements. 7 e
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Consolidated Statement of Changes in Equity
mEEREER

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

Attributable to owners of the Company

LGN
Share-  Foreign
based  currency Non-
Share Share  payments translation Other  Reserve Accumulated controlling Total
capital  premium  reserve  reserve  reserves funds loss Total interest equity
Rtixft  Swag
Rx  Rieg fife R Hithk REEE  ZiEE Mt FEREE  BEER
HKS'000  HKS'000  HKS'000  HK$'000  HKS000  HKS'000  HK$000  HK$'000  HKS'000  HKS'000
Thn  TEn  TEr T TErn  TEn  TER  TER  TEm  TEn
(Restated)  (Restated)  (Restated) ~ (Restated) (Restated)  (Restated) ~ (Restated) (Restated)
(E=p) (mER)  (mER)  (@E5) (@=5) (mER) (485 (i5351)
Asat 1 April 2016 W2 EmA-A 41470 549312 610 48421 - 15045 (656,509) 4353 - 4353
Change in equity for 2017 “E-LERERD
Proftt and total comprehensive EREHREE
income for the year st - - - - - - 10,69 10,69 - 10,69
At31 March 2017 and 1 Aprl 2017 RZE-+E=F=1-A
R=5-tEmA-A 47470 549312 610 48421 - 15,045 (645,809) 15,049 - 15,049
Change in equity for 2018 5 \EuRERD
Loss and total comprehensive EREERZERR
loss for the year 4% - - - - - - (I756%) (175,632 (%) (175,728
Open offer L 18,988 - - - - - - 18,988 - 18988
Expenses arise from open offer MRREEELRY - (382) - - - - - (382) - (382)
Share subscription iz 250,013 - - - - - - 50013 - 250013
Capitalinection by non-controling ~~ HEARZEARER T4
nterests by a subsidlary - - - - 2,400 - - 2,400 600 3,000
Share option forfited BRERIK - - (610) - - - 610 - - -
Group reorganisation (note 5) B4 (Kits) - - - (4s4) - (15045 63466 - - -
At 31 March 2018 RZF-NE=A=1-R 316471 548,930 - - 2400 - (157365 110436 504 110,940

The notes on pages 66 to 131 form an integral part of these financial

statements.

% 66X 131 B2 M AL E0 @R 2 43

yaN
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o
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Consolidated Statement of Cash Flows
n _\éiiﬁﬁ.%%

For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

2018 2017
—E-N\F e e
Note HK$’000 HK$’000
B3 FBT FHIT
(Restated)
(#=%1)
Operating activities REEY
(Loss)/profit before taxation BRAF AT (&518), 5 8 (169,908) 13,882
Adjustments for: THEE
Interest income FBUA (7 (1)
Finance costs 7% A 576 510
Depreciation e 8 234 81
Loss on assets transferred and THETEIE T EHEEE
debts discharged under the KRR ES 2 BER
Scheme of Arrangement and AR
relevant expenses 5 198,661 1,500
Operating profit before working EEEREHAKERER
capital changes 29,556 15,972
Increase in inventories FEIEM (7,482) (396)
(Increase)/decrease in trade and U E 5 RARIE IR
factoring receivables (3 m),md (104,617) 17,070
Decrease in prepayment, deposits BRRIE - Re R
and other receivables H b & R IE R 8,148 =
Increase/(decrease) in trade and BN E SHIBR
bills payables ERgE, CRd) 38,915 (28,608)
(Decrease)/increase in accruals FEET B A R E M KIE
and other payables Crd), /3 m (20,261) 12,979
Cash (used in)/generated e (FrR)/FsRe
from operations (65,741) 22,017
Income tax paid BEFEE - =
Net cash (used in)/generated EEE (FTR),/
from operating activities i8R F5E (55,741) 22,017
Investing activities REEH
Purchase of property, plant BEWE  BERZHE
and equipment (869) (632)
Capital injection from non-controlling IR EE
interest 3,000 =
Interest received BEHFILE 7 1
Net cash generated from/(used in) REEEATE(FTA)
investing activities R&FE 2,138 (631)
Financing activities mMEES
Cash consideration under the Bt L EIET 2
Scheme of Arrangement and ReREREBRX
relevant expenses paid 5 (188,990) (1,500)
Proceed from issuance of share capitals B AZE1T 2 FriS 0B 269,001 =
Expenses arise from open offer ARBEELEZAX (382) =
Repayment of other borrowings BEAMEES (20,000) =
Interest paid BERFE (576) (510)
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Consolidated Statement of Cash Flows
N _\éiﬁ ﬁﬁ%%

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2018 2017
—E-N\F — s
Note HK$’000 HK$’000
Bt e FET FHIT
(Restated)
(#=51)
Net cash generated from/(used in) AESEE TS
financing activities (FrA) HeF5E 59,053 (2,010)
Net increase in cash and cash RERBESEEYILINFRE
equivalents 5,450 19,376
Cash and cash equivalents FNRERRESEEY
at beginning of year 30,144 10,743
Effect of foreign exchange SNEE RE B AT
rate changes, net (46) 25
Cash and cash equivalents FERAERRESEEY
at end of year 35,548 30,144
The notes on pages 66 to 131 form an integral part of these financial £66 =131 Bz At S0 HRaE 2 AR
statements. 7 e
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Notes to the Financial Statements

B S SRR MY AE

For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

21

CORPORATE INFORMATION

The Company (Registration No. 39519) was incorporated in Bermuda
on 30 January 2007 under the Companies Act 1981 of Bermuda as
an exempted company with limited liability. The registered office of
the Company is located at Continental Building, 25 Church Street,
Hamilton, HM 12, Bermuda. Its principal place of business is located
at Room 2107, 21/F., Harbour Centre, 25 Harbour Road, Wanchai,
Hong Kong.

The Company is an investment holding company. The principal
activities of its subsidiaries are sales and distributions of mobile
handsets and their components.

The Company’s shares have been listed on the Main Board of the
Singapore Exchange Securities Trading Limited (the “SGX-ST”) and
the Main Board of The Stock Exchange of Hong Kong Limited (the
“HKSE” or the “Stock Exchange”) since 21 November 2007 and
1 March 2010, respectively. With effect from 14 June 2013, the
Company converted its listing status on the SGX-ST to secondary
listing whilst the primary listing status on the Main Board of the
Stock Exchange remains unchanged. The Company has sought the
voluntary delisting of the shares of the Company (the “Shares”) from
the SGX-ST (the “Delisting”), which took place on 28 November 2017.

STATEMENT OF COMPLIANCE

Except for the matters referred to in note 2.2, and disclosures as
required under International Financial Reporting Standards (the
“IFRSs”), the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong) (the “Hong Kong Companies Ordinance”) and the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”), these consolidated financial
statements have been prepared in accordance with IFRSs, which
collective term includes all applicable individual IFRSs, International
Accounting Standards (the “IASs”) and Interpretations issued by
the International Accounting Standards Board (“IASB”), and the
disclosure requirements of the Hong Kong Companies Ordinance and
the applicable disclosure provisions of the Listing Rules. A summary
of the significant accounting policies adopted by the Group is set out
below.

The IASB has issued certain new and revised IFRSs which are first
effective or available for early adoption for the current accounting
period of the Group and the Company. Note 4 provides information
on any changes in accounting policies resulting from the initial
application of these developments to the extent that they are relevant
to the Group for the current and prior accounting periods reflected in
these consolidated financial statements.
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Notes to the Financial Statements

PARS AR M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2.2 BASIS OF PREPARATION

Winding up petition, appointment of the Provisional Liquidators
and restructuring of the Group

On 4 April 2014, Australia and New Zealand Banking Group Limited
(“ANZ”) presented winding-up petitions to the Court of First Instance
of the High Court of the Hong Kong Special Administrative Region
(the “High Court”) for the winding-up of the Company and Max Sunny
Limited (“Max Sunny”). On the same day, summonses were filed with
the High Court seeking the appointment of provisional liquidators to
the Company and Max Sunny. The petitions and summonses were
also supported by The Hongkong and Shanghai Banking Corporation
Limited (“HSBC”). Following the presentation of the petitions, the
Company and Max Sunny engaged in negotiations with ANZ, with
the view to reaching a settlement in respect of the petitions and
SUMMONSES.

On 2 May 2014, the Company, Max Sunny and ANZ agreed on the
principal terms of settlement. On 7 May 2014, the deed of settlement
(the “Deed”) was entered into among ANZ, HSBC, the Company and
Max Sunny in full and final settlement of the loans due to ANZ and
HSBC. The Deed provided for an agreed amount to be paid to each of
ANZ and HSBC in five instalments. Upon full compliance of the Deed
by the Company and Max Sunny, ANZ would apply to the High Court
for the withdrawal or dismissal of the winding-up petitions.

Accordingly, the winding-up petitions were further adjourned to 2
July 2014 and the applications for the appointment of provisional
liquidators were adjourned on terms that allowed ANZ to restore
the applications on an urgent basis and without objection from the
Company and Max Sunny in the event that the Company and Max
Sunny failed to meet their obligations under the Deed.

On 6 June 2014, the Company and Max Sunny failed to pay the third
instalment due in accordance with the Deed. On 16 June 2014, the
applications for appointment of provisional liquidators were restored
on an urgent basis and the High Court provided notices to the
Company and Max Sunny that the applications would be heard on 27
June 2014. At the hearing of 27 June 2014, the High Court handed
down orders appointing Yat Kit Jong and Donald Edward Osborn
as the joint and several provisional liquidators of the Company and
Max Sunny (the “Provisional Liquidators” or the “Joint and Several
Provisional Liquidators”). Accordingly, trading in the Shares on the
Stock Exchange was suspended at 2:37 p.m. on 27 June 2014 at the
request of the Company.

2.2
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Notes to the Financial Statements

B S SRR MY AE

For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

2.2

BASIS OF PREPARATION (Continued)

Winding up petition, appointment of the Provisional Liquidators
and restructuring of the Group (Continued)

Pursuant to the court orders made by the High Court dated 2 June
2015, So Man Chun was appointed as an additional Joint and Several
Provisional Liquidator.

Since their appointment, the Provisional Liquidators have been
investigating into the affairs of the Group and have taken all necessary
actions to preserve the assets. The Provisional Liquidators have
also gathered information relating to the status of the Group through
meetings with various parties, including but not limited to Ms. Yang
Jian Hui (the former executive Director and the former chief financial
officer of the Group) and various former employees of the Group.

Furthermore, the Company and the Provisional Liquidators have
entered into agreement with a view to restructure the business of the
Group, details of which are set out below:

Restructuring of the Group

Given the situation of the Group, the Provisional Liquidators, with the
assistance of Asian Capital (Corporate Finance) Limited which acted
as the financial adviser to the Company, sought to identify potential
investors with a view to restructuring the Company and submitting a
viable resumption proposal to the Stock Exchange.

As announced by the Company on 24 July 2014, the Company
received a letter from the Stock Exchange, which stated that in view
of the court order made by the High Court dated 27 June 2014 and
the appointment of the Provisional Liquidators, the Stock Exchange
considered that the Company might have serious financial difficulties.
As the Company had not published the annual results for the year
ended 31 March 2014, the Stock Exchange was unable to assess
the performance and financial position of the Company. Further, it
was unclear as to the operating status of the Company and whether
the Company still had a sufficient level of assets and operations
to fulfil the requirement under Rule 13.24 of the Listing Rules. The
Stock Exchange therefore decided to place the Company in the first
delisting stage under Practice Note 17 of the Listing Rules due to the
Company’s failure to comply with Rule 13.24 of the Listing Rules. The
Company was required to submit a viable resumption proposal, which
could, among others, demonstrate its compliance with Rule 13.24 of
the Listing Rules, at least 10 business days before the expiry of the
first delisting stage, i.e. 15 January 2015.
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Notes to the Financial Statements

PARS AR M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

BASIS OF PREPARATION (Continued)

Restructuring of the Group (Continued)

As no resumption proposal was submitted before the expiry date
of the first delisting stage, the Company received a letter dated
20 January 2015 from the Stock Exchange and was informed that
the Company had been placed in the second stage of delisting
procedures commencing on 20 January 2015 pursuant to Practice
Note 17 to the Listing Rules. The Company was required to submit
a viable resumption proposal at least 10 business days before the
second delisting stage expired i.e. on or before 3 July 2015, which
should meet the following conditions:

1. demonstrate sufficient operations or assets to comply with
Rule 13.24 of the Listing Rules;

2. address auditors’ qualifications and demonstrate adequate
internal control system; and

3. withdraw and/or dismiss the winding-up petitions against the
Company and discharge the Provisional Liquidators.

On 5 June 2015, the Company, the Provisional Liquidators and Alpha
Professional Development Limited (“Alpha” or the “Investor”) entered
into a framework agreement, which was subsequently amended and
restated by an agreement dated 5 October 2015, pursuant to which
the parties agreed on the principal terms of a proposed restructuring
of the Group with a view to resume trading in the Shares on the Stock
Exchange. The framework agreement and the amended and restated
framework agreement was approved by the Honorable Mr. Justice
Harris of the High Court on 26 June 2015 and 6 November 2015
respectively.

With the sanction from the High Court, Perfect Major Investment
Limited (“Perfect Major”) and HK Rich Technology International
Company Limited (collectively, the “SPVs”), wholly-owned
subsidiaries of the Company, were set up after the appointment
of the Provisional Liquidators for the purpose of restructuring and
continuation of the business of the Group. It is anticipated that the
management team of the SPVs will run the business of the Group so
as to fulfil the resumption requirements of the Stock Exchange.

2.2
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Notes to the Financial Statements

B S SRR MY AE

For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

2.2 BASIS OF PREPARATION (Continued)

Restructuring of the Group (Continued)

A proposal setting out the details of the proposed restructuring
together with the basis for the resumption of trading in the Shares (the
“Resumption Proposal”) was prepared and submitted to the Stock
Exchange on 19 July 2015. However, without raising any question or
query on the Resumption Proposal, the Listing Division of the Stock
Exchange notified the Company on 31 July 2015 that it considered
that the Resumption Proposal had not satisfactorily demonstrated
sufficiency of operations or assets as required under Rule 13.24 of
the Listing Rules and it would recommend the Listing Committee of
the Stock Exchange (the “Listing Committee”) to place the Company

in the third delisting stage.

Pursuant to a letter dated 14 August 2015 from the Stock Exchange,
the Listing Committee considered that the Resumption Proposal was
not viable and decided to place the Company in the third delisting
stage under Practice Note 17 to the Listing Rules. In arriving at the
above decision, the Listing Committee had considered that, among
others, the business of the Company in the Resumption Proposal was

insufficient to justify the Company’s continued listing.

The Company disagrees with the abovementioned ruling of the
Listing Committee (the “Ruling”) and on 18 August 2015 formally
requested the Listing Committee to provide detailed written reasons
for the Ruling. On 24 August 2015, the Company also submitted a
formal request to the Stock Exchange for a review of the Ruling by
the Listing (Review) Committee of the Stock Exchange (the “Listing
(Review) Committee”). A review hearing of the Ruling was held on 17

December 2015.

On 29 December 2015, the Listing (Review) Committee decided to
uphold the Listing Committee’s decision and to place the Company
into the third delisting stage with effect from 6 January 2016 and
allowed a period of nine months from that same day for the Company

to submit a viable resumption proposal (i.e. 5 October 2016).

Accordingly, the revised proposal (the “Revised Proposal”’) was
subsequently submitted to the Stock Exchange on 7 September
2016. The Revised Proposal was highlighted by the introduction of
a potential strategic investor, Tsinghua Tongfang Co., Ltd.* ([& 77 #%
B AR AT (“Tongfang”), one of the top 100 information technology
enterprises in the PRC. On 28 June 2016, the Company obtained the
letter of intent from Tongfang, pursuant to which, Tongfang would (i)
invest an amount of HKD3.0 million into Perfect Major, a subsidiary
of the Company, in consideration and exchange for a 20% equity
interest in Perfect Major; and (ii) subscribe for no less than 5% of
the Company’s newly issued Shares after the resumption of trading
of the Shares on the Stock Exchange. On 6 January 2017, a formal
agreement was entered into between the Group and a subsidiary of

Tongfang.

*  For identification purpose only

Z-OBEE HOLDINGS LIMITED e Annual Report 2018

2.2

mREZE ()

REBEEA (F)

HAZAERERRERN EENEE
FlEmEZ(ERER]) DRELRN
“E-RFLATNAHRABRMARE -
AT+ B P EM RN R B R R R
RRHEMBBERERZBERLT  R=F
—HEFEtA=+T—RBHAERAER
REREZERERAFTE ETRAE
1824 (R BRENEREFXEEZIR
o YeREBR A EmEEe ([ Lh
Z8g ) BARRARIARERFH =M

B

REB AN —E—HF/\ATHAZE
HEVER - ETE B SR RZIEE RS
ARIAT - WARYE BT AR A7 IR E A
SR ARRFIABRIEIZFE=FER -
R BURER - ETERE&Z 8
(BREAMRESN) 78RR 2 Pt 6 26 75
P RIASTFF AR R RESMER £ -

ARARTRAELME ETEBE ZEE
(T&ED) WR=Z—R&FE/\A+N\HB
EXBRETEREGRZBEAEETT
ARHFHAREGR - R=F—AFN
RAZ+WB  ARARIE FERATER
T—OEAER  BRERMEH(E
RIZEE( LW (B ZEg ) EX
ZEE © BRREE 2 BRIRAEN =
Z-AFT-A+EHET

R-_ZBE—FFE+_A=-+hB: kT
(B ZEQARAEHIZ LEMEEZRR
E o WRZZE—"F—ANABAQR
DIABRIRIZEFE =PEE - AR BREAH
NER - AEARRBRE AIfTHEEE
mEI=ZZ—XRF+AHRA)

Bt » AARHEBER_ZT—"FNLAL
A B R TR A 7T 5% ([ 4S8 5T 52
&) o IBETER A TSI ABBKIEEE
BARNMAERAR(RG]) (A EE
AEI100REMEHE AR Z —) c RZZ
—A"EXNAZFTNR - AREKREIEA
WEME - it - BABORARRE
F$ /8 A &l Perfect Majori& & 3.0 & &6 7T
BRAE - LARE Perfect Major 20% HI%
o R (i) RAREIRMIEHRZFTIRE R
ERRBBETLORE5% AR RFEITR
Do MR_ZT—LF—AXH AEEH
BAHN—RHEARFIMIER B ©

©EHRRE



Notes to the Financial Statements

PARS AR M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2.2 BASIS OF PREPARATION (Continued)

Restructuring of the Group (Continued)

Nonetheless, similar to the case with the Resumption Proposal, the
Listing Division of the Stock Exchange notified the Company on
26 September 2016 that it considered the Revised Proposal not
viable and recommended that the Listing Committee approves the
cancellation of listing of the Shares on the Stock Exchange under
Practice Note 17 to the Listing Rules.

Pursuant to a letter from the Stock Exchange dated 14 October 2016,
the Listing Committee considered that although the Company had
made certain progress in its mobile handset design and distribution
business, the Revised Proposal still did not satisfactorily demonstrate
that the Company would carry out a sufficient level of operations or
have assets of sufficient value as required under Rule 13.24 of the
Listing Rules to warrant a continued listing. The Listing Committee
considered the Revised Proposal not viable and therefore decided
to cancel the listing of the Shares on the Stock Exchange with effect
from 9:00 a.m. on 31 October 2016 (the “Second Stage Ruling”).

The Company submitted a formal request to the Stock Exchange
on 25 October 2016 for a review of the Second Stage Ruling by the
Listing (Review) Committee.

Following the review hearing of the Listing (Review) Committee held
on 14 February 2017, the Listing (Review) Committee informed the
Company by a letter dated 22 February 2017 that it decided to
conditionally stay the cancellation of listing of the Shares on the Stock
Exchange (the “Decision”). The stay of the cancellation was for the
specific purpose of allowing the Company an opportunity to provide
all relevant information stated in the Revised Proposal within three
months from the date of the Decision to prove its resumption case to
the Stock Exchange’s satisfaction.

A written update in relation to the Revised Proposal was subsequently
submitted to the Stock Exchange on 24 April 2017. In May and June
2017, the Company and the professional advisers addressed various
queries raised by the Stock Exchange and finally on 30 June 2017,
the Company received a letter from the Stock Exchange that the
Listing Committee had decided to allow the Company to proceed
with the Revised Proposal subject to the following conditions, which
should be completed to the satisfaction to the Listing Department by
29 November 2017:

(1)  completion of all transactions contemplated (including the
share consolidation, the share subscriptions, the open offer
and the group reorganisation) under the Resumption Proposal
and the Revised Proposal; and

(2)  the winding-up petitions against the Company and its
subsidiaries being withdrawn or dismissed and the Provisional
Liquidators being discharged.

2.2

R ()

REBEEA (F)

AT - BB BARLL - BT
RN =T —RFNLA - TREEMAA
AT RERETERTAIT - Wik
ERESEIERE EHRRE17IRE
FR¥E 5| AR D FE R 2 P _E TR 3BT o

RIEHZMBERS -—ZE—RE+A+TE
BZEft EHEEeRABEARAH
EFRRF RO EEB T EERGET
ER - BEEFTEFRNAETDEBRAR
Al AT AETT LT AR RISE 18.24 1RPT AR E
B R 7K R IFE VRS B E PR E R B
WEENEE  UERASELT - &
MEEERA  KIETEZL AT
BAAEE —E—A"F+A=+—HE
U TE R AR A0 FE B 52 T e _E T
i (55 —FEEREE D)

ARRR-E—RETA-+HB R
REREERER B Em (BR)ES
BEZE _PEBRETE -

Em(BR)ZEER_FT—tF_A
TOHSTEZEAK  R-F—tF
A= T BREBHAART - RRE
G E R RUH AR R B B ) FEBE R T Y
Ershs ([FZORE 1) - 2B EREHA A
A BB RHETARRRZORE AHKR=
18 A MR ERT A T Pt 2 Pr A A8
FERBEE - AR EE SR ER R
S48 °

AARHEEAR-_F—+EFMA—+HA
B ie R B ARETEENER
B ARRIREFBERER T —*
FRAKNAREBRZAIRE 2 & T8
B BREARFRZZE—+F A=+
BBz it - EHARREE
ETEE ek TEEST MR Z AR
THBNITRETZS  KEREAR
—Z—+F+— AT BAESR
R EmERZEHK

(1) ZEREMEBREETEZETZ
PEEETTR S (BIERD &6
BnRE ARBEEREES
)R

@  BEHSE I E AR R R EH S

NERHZBEREFE - WHEKRER
FHEEA ©

REZIRAMR AT o 2018 Fi

71



72

Notes to the Financial Statements

B S SRR MY AE

For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

2.2 BASIS OF PREPARATION (Continued)

Restructuring of the Group (Continued)

The Company entered into a supplemental agreement and a share
subscription agreement with the Investor on 25 July 2017 in order
to effect the resumption plans as stated in the Resumption Proposal
and the Revised Proposal. On 25 September 2017, the Company
published a circular in relation to (1) the proposed restructuring of the
Company which included (a) the proposed capital reorganisation, (b)
the proposed open offer, (c) the proposed schemes of arrangement
of Hong Kong and Bermuda (the “Scheme”), (d) the proposed share
subscriptions, (e) the working capital loan and loan facility, (f) the
proposed placing of the Shares to management of the Group, (2)
the proposed application for whitewash waiver, (3) the proposed
appointment of the Directors, (4) the Delisting and (5) notice of special

general meeting of the Company (the “SGM”).

Following the SGM held on 16 October 2017, all the ordinary
resolutions were passed by way of poll. Further, as part of the
proposed restructuring, the meetings for the Schemes were also held
on 16 October 2017. During the meetings, the resolutions to approve
both the Bermuda scheme and the Hong Kong scheme were duly
passed with the approval of the requisite majorities of the scheme
creditors. The Schemes were also sanctioned by the High Court and

the Supreme Court of Bermuda on 31 October 2017.

The completion of the open offer and the share subscription also
took place on 27 November 2017 and all the resumption conditions
imposed by the Stock Exchange were fulfilled on 28 November
2017 (Bermuda time). Trading in the Shares on the Stock Exchange

resumed on 30 November 2017.

Delisting from SGX-ST

The Company had sought the Delisting of the Shares from the SGX-

ST for the following reasons:

(a) by virtue of having its secondary listing on the SGX-ST, the
Company is required to comply with the requirements set out in
Rules 217 and 751 of the Listing Manual (including such other
listing requirements that the SGX-ST may impose from time to
time) in addition to the Listing Rules. The Company believed
that the proposed Delisting would eliminate the additional
administrative overhead and costs of compliance associated
with such SGX-ST requirements (which, in its bona fide
opinion, outweigh the benefits of the Company’s secondary
listing on the SGX-ST), and would allow the Company to
streamline its compliance obligations, reduce its legal and
compliance costs and focus its resources on its business

operations.
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Notes to the Financial Statements
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For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2.2 BASIS OF PREPARATION (Continued)

Delisting from SGX-ST (Continued)

(b)  based on the restructuring plan as set out in the Resumption
Proposal and the Revised Proposal, the Company did not
intend to raise capital through issuance of new Shares on
the SGX-ST upon successful capital reorganization and
resumption of its trading on the Main Board of the Stock
Exchange. The Company intended to carry out its future
fundraising activities, if any, through the Stock Exchange; and

(c)  with the low trading volume of its Shares on the SGX-ST in the
past and the ability of shareholders to trade the Shares in Hong
Kong through stockbrokers in Singapore or in Hong Kong, the
Company considered it no longer necessary to maintain its
secondary listing on the SGX-ST.

For the reasons above, the Company believed that the Delisting was
in the interest of the Company as a whole. The Delisting took place
on 28 November 2017.

Capital Reorganisation and Equity Fund Raising Exercise

The Company, the Provisional Liquidators and Alpha had entered
into a framework agreement on 5 June 2015 as part of the
proposed restructuring of the Company comprising, among others,
capital reorganisation and an open offer. On 25 July 2017, the
said framework agreement was amended and restated as the new
framework agreement.

Capital Reorganisation

Under the new framework agreement, capital reorganisation entailed
share consolidation on the basis of every twenty (20) Shares of
US$0.008 each consolidated into one (1) consolidated Share of
US$0.16 each in the share capital of the Company (the “Consolidated
Shares”). The share consolidation became effective on 17 October
2017 and on the same date, the Company’s authorised share capital
was increased from US$10,000,000 to US$100,000,000, divided into
625,000,000 Consolidated Shares of US$0.16 each by the creation
of 562,500,000 new Consolidated Shares.

Share Subscriptions

On 25 July 2017, the Company and Alpha entered into an investment
share subscription agreement (the “Subscription Agreement 1”)
whereby Alpha had conditionally agreed to subscribe of 188,134,528
Consolidated Shares at a price of US$0.16 per offer Share.

On 7 September 2017, the Company and Tongfang also entered
into an investment share subscription agreement (the “Subscription
Agreement 2”) whereby Tongfang had conditionally agreed to
subscribe of 12,711,719 Consolidated Shares at a price of US$0.16
per offer Share.
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For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

2.2 BASIS OF PREPARATION (Continued)

Share Subscriptions (Continued)

Both the Subscription Agreement 1 and the Subscription Agreement
2 have been completed on 27 November 2017 and gross proceeds
were of approximately US$30.1 million and approximately US$2.03

million, respectively.

Open Offer

On 20 September 2017, the Company and China Galaxy International
Securities (Hong Kong) Co., Limited (the “Underwriter”) entered into
an underwriting agreement (the “Underwriting Agreement”) whereby
the Underwriter agreed to underwrite an open offer (the “Open Offer”)
proposed by the Company on the basis of two (2) offer Shares for
every five (5) Consolidated Shares on the Open Offer record date,
() Hong Kong Open Offer date for shareholders in Hong Kong; or
(i) Singapore Open Offer record date for shareholders in Singapore
with standing to the credit securities accounts held with The Central
Depository (Pte) Limited in Singapore. The Open Offer involved the
allotment and issuance of 15,253,753 Consolidated Shares at a price
of US$0.16 per offer Share. The Open Offer and the Underwriting
Agreement became unconditional on 21 November 2017, and the
allotment and issuance of 15,253,753 Consolidated Shares at a price
of US$0.16 per Offer Share subsequently took place on 24 November

2017.

Use of Proceeds

The total gross proceed of the abovementioned Share subscriptions
and Open Offer was approximately HK$269.0 million (comprising
approximately HK$250.0 million and approximately HK$19.0 million
to be raised from the Share subscriptions pursuant to the Share
Subscription Agreement 1 and the Share Subscription Agreement 2,
and the Open Offer respectively,), and, after excluding the expenses
of approximately HK$35.7 million and other incidental costs to be

incurred, the net proceeds was approximately HK$233.3 million.

The net proceeds were intended to be applied as follows:

(i) HK$147.0 million to settle, among other things, (a) the costs
in connection with the issuing of the winding up petitions
against the Company, the costs in connection with petitions
for the appointment of the Provisional Liquidators and their
appointments in Hong Kong and Bermuda, the Provisional
Liquidators’ costs and the costs of the Schemes; (b) the claims
of preferential creditors of the Company; and (c) the claims of
the creditors admitted under the Schemes (collectively, the

“Scheme Cash Consideration”);
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Notes to the Financial Statements

PARS AR M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2.2 BASIS OF PREPARATION (Continued)

Use of Proceeds (Continued)

(i) HK$20.0 million to repay the outstanding amount due by
the Company to Alpha pursuant to a working capital loan
agreement; and

(i) the remaining balance of HK$66.3 million to be used (a) to
settle the cost associated with the capital reorganisation of the
Company prior to the said Share subscriptions (if any); (b) to
settle the cost associated with the Delisting; and (c) as general
working capital of the Group.

As at 31 March 2018,

(i) approximately HK$147.0 million was used to settle the Scheme
Cash Consideration;

(if) HK$20.0 million was used to repay the outstanding amount
due by the Company to Alpha pursuant to a working capital
loan agreement; and

(i) (a) HK$42.0 million was used to settle the cost associated with
the capital reorganisation of the Company prior to the said
Share subscriptions; (b) HK$0.6 million was used to settle the
cost associated with the Delisting; and (c) HK$23.7 million was
used as general working capital of the Group.

In summary, the net proceeds were fully applied as intended. Please
refer to the circular of the Company dated 25 September 2017 (the
“Circular”) for further information in relation to the Share subscriptions
and the Open Offer.

Incomplete record before restructuring

Due to the limited information available and most of the former key
accounting personnel of the Group have left without notice before
the restructuring of the Group, the Directors were unable to obtain
sufficient documentary information to satisfy themselves regarding
the completeness of books and records and the treatment of various
balances as included in the consolidated financial statements for
the prior years and current year and have formed the conclusion as
follows:
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For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

2.2 BASIS OF PREPARATION (Continued)

Incomplete record before restructuring (Continued)

As the consolidated financial statements have been prepared based
on information that included the incomplete books and records
available to the Company before the restructuring of the Group, the
Directors of the Company are unable to represent that all transactions
entered into by the Group for the prior years and current year have
been properly reflected in the consolidated financial statements.
In this connection, the Directors of the Company are also unable
to represent as to the completeness, existence and accuracy of
identification of the consolidated financial statements and the
disclosures of the consolidated financial statements in accordance
with IFRSs and the disclosure requirements of the Hong Kong

Companies Ordinance and the Listing Rules.

Any adjustments arising from the matters described above would
have a consequential significant effect on the net loss of the Group for
the year ended 31 March 2018 and the net assets of the Group as at

31 March 2017 and 1 April 2017.

Change in presentation currency

The Company has decided to adopt and use Hong Kong Dollars
(“HKD”) as the Company’s and the Group’s presentation currency
in presenting the financial performance and the financial position
of the Group effective from 1 April 2017, so as to better reflect the
underlying performance of the Group and for better alignment with
the underlying business operations of the Group. As a result, the
Group changed its presentation currency from United State Dollars

(“USD”) to HKD for the preparation of its financial statements.

The change in presentation currency has been applied prospectively.
The comparative figures in this consolidated financial statements
were then translated from USD to HKD using the applicable closing
rates for assets and liabilities in the consolidated statement of
financial position and applicable average rates that approximated to
actual rates for items in the consolidated statement of profit or loss
and other comprehensive income. Share capital, share premium and
reserves were translated at the exchange rate at the date when the
respective amounts were determined (i.e. historical exchange rates).

The consolidated financial statements for the year ended 31 March
2018 comprise the Company and its subsidiaries (together referred to

as the “Group”).
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For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2.2 BASIS OF PREPARATION (Continued)

2.3

Change in presentation currency (Continued)

Iltems included in the financial statements of each entity in the
Group are measured using the currency of the primary economic
environment in which the entity operates (the “functional currency”).
These financial statements are presented in Hong Kong dollar
(“HKD”), which is the Company’s functional and presentation
currency.

The measurement basis used in the preparation of the financial
statements is the historical cost basis.

The preparation of financial statements in conformity with IFRSs
requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the
judgements about carrying amount of assets and liabilities not readily
apparent from other sources. 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.

Judgements made by management in the application of IFRSs that
have significant effect on the financial statements and estimation
uncertainty are discussed in note 3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(@) Subsidiaries and non-controlling interests
Subsidiaries are entities controlled by the Group. The Group
controls an entity when it is exposed, or has rights, to variable
returns from its involvement with the entity and has the ability
to affect those returns through its power over the entity. When
assessing whether the Group has power, only substantive
rights (held by the Group and other parties) are considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group
balances, transactions and cash flows and any unrealised
profits arising from intra-group transactions are eliminated
in full in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains but only to the
extent that there is no evidence of impairment.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(@) Subsidiaries and non-controlling interests (Continued)
Non-controlling interests represent the equity in a subsidiary
not attributable directly or indirectly to the Company, and in
respect of which the Group has not agreed any additional
terms with the holders of those interests which would result in
the Group as a whole having a contractual obligation in respect
of those interests that meets the definition of a financial liability.

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately from
equity attributable to the owners of the Company. Non-
controlling interests in the results of the Group are presented
on the face of the consolidated statement of profit or loss
and the consolidated statement of profit or loss and other
comprehensive income as an allocation of the total profit or
loss and total comprehensive income for the year between
non-controlling interests and the owners of the Company.
Total comprehensive income of subsidiaries is attributed to the
owners of the Company and to the non-controlling interests
even if this results in the non-controlling interests having a
deficit balance. Loans from holders of non-controlling interests
and other contractual obligations towards these holders are
presented as financial liabilities in the consolidated statement

of financial position.

Changes in the Group’s ownership interests in existing

subsidiaries

Changes in the Group’s interests in a subsidiary that do
not result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the amounts
of controlling and non-controlling interests within consolidated
equity to reflect the change in relative interests, but no
adjustments are made to goodwill and no gain or loss is

recognised.

When the Group loses control of a subsidiary, it is accounted
for as a disposal of the entire interest in that subsidiary, with
a resulting gain or loss being recognised in profit or loss. Any
interest retained in that former subsidiary at the date when
control is lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a financial
asset or, when appropriate, the cost on initial recognition of an

investment in an associate or joint venture.

In the Company’s statement of financial position, an investment
in a subsidiary is stated at cost less impairment losses (see
note 2.3(d)), unless the investment is classified as held for sale
(or included in a disposal group that is classified as held for

sale).
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Notes to the Financial Statements

PARS AR M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

Property, plant and equipment

Property, plant and equipment, other than construction in
progress, are stated at cost less any accumulated depreciation
and any accumulated impairment losses (see note 2(d)):

Depreciation is calculated to write off the cost of items of
property, plant and equipment, less their estimated residual
value, if any, using the straight line method over their estimated
useful lives as follows:

Electronic equipment
Furniture and fixtures
Leasehold improvements

3 to 5 years
5 years
Over the lease terms

Where parts of an item of property, plant and equipment
have different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each part is
depreciated separately. Both the useful life of an asset and its
residual value, if any, are reviewed annually.

Historical cost includes expenditure that is directly attributable
to the acquisition of the items. Cost may also include transfers
from equity of any gains/losses on qualifying cash flow
hedges of foreign currency purchases of property, plant and
equipment.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. The carrying amount of any component
accounted for as a separate asset is derecognised when
replaced. All other repairs and maintenance are recognised
in profit or loss during the reporting period in which they are
incurred.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

Gains or losses arising from the retirement or disposal of an
item of property, plant and equipment are determined as the
difference between the net proceeds on disposal and the
carrying amount of the item and are recognised in profit or loss
on the date of retirement or disposal.
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Notes to the Financial Statements

B S SRR MY AE

For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

(c)

Property, plant and equipment (Continued)

Property, plant and equipment in the course of construction
for production, supply or administrative purposes are carried
at cost, less any recognised impairment loss. Cost includes
professional fees and, for qualifying assets, borrowing costs
capitalised in accordance with the Group’s accounting policy.
Such properties, plant and equipment are classified to the
appropriate categories of property, plant and equipment
when completed and ready for intended use. Depreciation
of these assets, on the same basis as other property assets,
commences when the assets are ready for their intended use.

Leased assets

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific asset
or assets for an agreed period of time in return for a payment
or a series of payments. Such a determination is made based
on an evaluation of the substance of the arrangement and is
regardless of whether the arrangement takes the legal form of
a lease.

(i) Operating lease charges

Where the Group has the use of assets under operating
leases, payments made under the leases are charged
to profit or loss in equal instalments over the accounting
periods covered by the lease term, except where an
alternative basis is more representative of the pattern
of benefits to be derived from the leased asset. Lease
incentives received are recognised in profit or loss as
an integral part of the aggregate net lease payments
made. Contingent rentals are charged as expenses in
the accounting period in which they are incurred.

The cost of acquiring land held under an operating lease
is amortised on a straight-line basis over the period of
the lease term except where the property is classified as
an investment property.
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Notes to the Financial Statements

PARS AR M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d) Impairment of assets

(i)

Impairment of other receivables

Current and non-current receivables that are stated
at cost or amortised cost are reviewed at the end of
each reporting period to determine whether there is
objective evidence of impairment. Objective evidence of
impairment includes observable data that comes to the
attention of the Group about one or more of the following
loss events:

- significant financial difficulty of the debtor;

- a breach of contract, such as a default or
delinquency in interest or principal payments;

— it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation; and

- significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor.
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Notes to the Financial Statements

B S AR Y E

For the year ended 31 March 2018 BEZ=—Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(d) Impairment of assets (Continued)

(i) Impairment of other receivables (Continued)
If any such evidence exists, any impairment loss is
determined and recognised as follows:

For trade receivables and other current receivables
and other financial assets carried at amortised
cost, the impairment loss is measured as 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 (i.e. the effective interest rate
computed at initial recognition of these assets),
where the effect of discounting is material. This
assessment is made collectively where these
financial assets share similar risk characteristics,
such as similar past due status, and have not been
individually assessed as impaired. Future cash
flows for financial assets which are assessed for
impairment collectively are based on historical
loss experience for assets with credit risk
characteristics similar to the collective group.

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised, the
impairment loss is reversed through profit or loss.
A reversal of an impairment loss shall not result in
the asset’s carrying amount exceeding that which
would have been determined had no impairment
loss been recognised in prior years.
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Notes to the Financial Statements

PA RS R M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(d) Impairment of assets (Continued)

(i)

(if)

Impairment of other receivables (Continued)

- Impairment losses are written off against the
corresponding assets directly, except for
impairment losses recognised in respect of
trade debtors included within trade and other
receivables, whose recovery is considered
doubtful but not remote. In this case, the
impairment losses for doubtful debts are recorded
using an allowance account. When the Group
is satisfied that recovery is remote, the amount
considered irrecoverable is written off against
trade debtors directly and any amounts held in
the allowance account relating to that debt are
reversed. Subsequent recoveries of amounts
previously charged to the allowance account
are reversed against the allowance account.
Other changes in the allowance account and
subsequent recoveries of amounts previously
written off directly are recognised in profit or loss.

Impairment of other assets

Internal and external sources of information are reviewed
at the end of each reporting period to identify indications
that the following assets may be impaired or, except
in the case of goodwill, an impairment loss previously
recognised no longer exists or may have decreased:

- property, plant and equipment; and

- investments in subsidiaries in the Company’s
statement of financial position.
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Notes to the Financial Statements

B IS AR Y E

For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(d) Impairment of assets (Continued)

(if)

Impairment of other assets (Continued)

If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for goodwill, intangible
assets that are not yet available for use and intangible
assets that have indefinite useful lives, the recoverable
amount is estimated annually whether or not there is any

indication of impairment.

- Calculation of recoverable amount

The recoverable amount of an asset is the greater
of its fair value less costs of disposal and value
in use. In assessing value in use, the estimated
future cash flows are discounted to their present
value using a pre-tax discount rate that reflects
current market assessments of the time value of
money and the risks specific to the asset. Where
an asset does not generate cash inflows largely
independent of those from other assets, the
recoverable amount is determined for the smallest
group of assets that generates cash inflows
independently (i.e. a cash-generating unit).

- Recognition of impairment losses

An impairment loss is recognised in profit or loss
whenever the carrying amount of an asset, or the
cash-generating unit to which it belongs, exceeds
its recoverable amount. Impairment losses
recognised in respect of cash-generating units
are allocated first to reduce the carrying amount
of any goodwill allocated to the cash-generating
unit (or group of units) and then, to reduce the
carrying amount of the other assets in the unit (or
group of units) on a pro rata basis, except that the
carrying amount of an asset will not be reduced
below its individual fair value less costs of disposal
(if measurable) or value in use (if determinable).
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Notes to the Financial Statements

PR R M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(d)

Impairment of assets (Continued)

(if)

(iii)

Impairment of other assets (Continued)
- Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount. An impairment
loss in respect of goodwill is not reversed.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of impairment
losses are credited to profit or loss in the year in
which the reversals are recognised.

Interim financial reporting and impairment

Under the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited, the Group
is required to prepare an interim financial report in
compliance with IAS 34, Interim Financial Reporting, in
respect of the first six months of the financial year. At the
end of the interim period, the Group applies the same
impairment testing, recognition, and reversal criteria as it
would at the end of the financial year (see notes 2.3(d)(i)
and (ii)).

Impairment losses recognised in an interim period in
respect of goodwill, available-for-sale equity securities
and unquoted equity securities carried at cost are not
reversed in a subsequent period. This is the case even if
no loss, or a smaller loss, would have been recognised
had the impairment been assessed only at the end of
the financial year to which the interim period relates.
Consequently, if the fair value of an available-for-sale
equity security increases in the remainder of the annual
period, or in any other period subsequently, the increase
is recognised in other comprehensive income and not
profit or loss.
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B IS AR Y E

For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(e)

®

(9)

Inventories
Inventories are carried at the lower of cost and net realisable
value.

Cost is calculated using the first-in first-out and comprises
all costs of purchase, costs of conversion and other costs
incurred in bringing the inventories to their present location and
condition.

Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and
the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-
down of inventories to net realisable value and all losses of
inventories are recognised as an expense in the period the
write-down or loss occurs. The amount of any reversal of any
write-down of inventories is recognised as a reduction in the
amount of inventories recognised as an expense in the period
in which the reversal occurs.

Trade and other receivables

Trade and other receivables are initially recognised at fair value
and thereafter stated at amortised cost using the effective
interest method, less allowance for impairment of doubtful
debts, except where the receivables are interest-free loans
made to related parties without any fixed repayment terms or
the effect of discounting would be immaterial. In such cases,
the receivables are stated at cost less allowance for impairment
of doubtful debts (see note 2.3(d)).

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair
value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at
amortised cost with any difference between the amount initially
recognised and redemption value being recognised in profit
or loss over the period of the borrowings, together with any
interest and fees payable, using the effective interest method.
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Notes to the Financial Statements

PR R M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(h)

()

(0}

Trade and other payables

Trade and other payables are initially recognised at fair value.
Trade and other payables are subsequently stated at amortised
cost unless the effect of discounting would be immaterial, in
which case they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments readily
convertible into known amounts of cash and which are
subject to an insignificant risk of changes in value, having
been within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an integral
part of the Group’s cash management are also included as a
component of cash and cash equivalents for the purpose of the
consolidated statement of cash flows.

Income tax

Income tax for the year comprises current tax and movements
in deferred tax assets and liabilities. Current tax and
movements in deferred tax assets and liabilities are recognised
in profit or loss except to the extent that they relate to items
recognised in other comprehensive income or directly in equity,
in which case the relevant amounts of tax are recognised in
other comprehensive income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted
at the end of the reporting period, and any adjustment to tax
payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax loses and
unused tax credits.
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B S AR Y E

For the year ended 31 March 2018 BEZ=—Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(1) Income tax (continued)

Apart from certain limited exceptions, all deferred tax liabilities,
and all deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the asset
can be utilised, are recognised. Future taxable profits that may
support the recognition of deferred tax assets arising from
deductible temporary differences include those that will arise
from the reversal of existing taxable temporary differences,
provided that those differences relate to the same taxation
authority and the same taxable entity, and are expected to
reverse either in the same period as the expected reversal of
the deductible temporary difference or in periods into which a
tax loss arising from the deferred tax asset can be carried back
or forward. The same criteria are adopted when determining
whether existing taxable temporary differences support the
recognition of deferred tax assets arising from unused tax
losses and credits, that is, those differences are taken into
account if they relate to the same taxation authority and the
same taxable entity, and are expected to reverse in a period, or
periods, in which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets and
liabilities are those temporary differences arising from goodwill
not deductible for tax purposes, the initial recognition of assets
or liabilities that affect neither accounting nor taxable profit
(orovided they are not part of a business combination), and
temporary differences relating to investments in subsidiaries to
the extent that, in the case of taxable differences, the Group
controls the timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future, or in the
case of deductible differences, unless it is probable that they

will reverse in the future.

The carrying amount of a deferred tax asset is reviewed at the
end of each reporting period and is reduced to the extent that
it is no longer probable that sufficient taxable profits will be
available to allow the related tax benefit to be utilised. Any such
reduction is reversed to the extent that it becomes probable

that sufficient taxable profits will be available.

Additional income taxes that arise from the distribution of
dividends are recognised when the liability to pay the related

dividends is recognised.
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Notes to the Financial Statements

PA RS R M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(0)

(k)

Income tax (continued)

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets against deferred
tax liabilities, if the Company or the Group has the legally
enforceable right to set off current tax assets against current
tax liabilities and the following additional conditions are met:

- in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the liability
simultaneously; or

- in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

- the same taxable entity; or

- different taxable entities, which, in each future
period in which significant amounts of deferred tax
liabilities or assets are expected to be settled or
recovered, intend to realise the current tax assets
and settle the current tax liabilities on a net basis
or realise and settle simultaneously.

Provisions and contingent liabilities

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

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events are
also disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.
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B S AR Y E

For the year ended 31 March 2018 BEZ=—Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(U}

(m)

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

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

(i) from the rendering of services, services income are
recognised when services are provided; and

(i) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument or a shorter
period, when appropriate, to the net carrying amount of
the financial asset.

Employee benefits

Pension scheme

The employees of the Group’s operation in Mainland China are
required to participate in a central pension scheme operated
by the local municipal government. The Group is required
to contribute certain percentage of its payroll costs to the
central pension scheme. The contributions are charged to
the statements of profit or loss as they become payable in
accordance with the rules of the central pension scheme.

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

PA RS R M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(n)

(o)

Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an assets, which necessarily
take a substantial period of time to get ready for their intended
use or sale, are capitalised as part of the cost of those assets.
The capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs capitalised. All
other borrowing costs are expensed in the period in which they
are incurred. Borrowing costs consist of interest and other
costs that an entity incurs in connection with the borrowing of
funds.

Translation of foreign currencies

Foreign currency transactions during the year are translated
at the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling at
the end of the reporting period. Exchange gains and losses are
recognised in profit or loss, except those arising from foreign
currency borrowings used to hedge a net investment in a
foreign operation which are recognised in other comprehensive
income.

Non-monetary assets and liabilities measured in terms of
historical cost in a foreign currency are translated using
the foreign exchange rates ruling at the transaction dates.
Non-monetary assets and liabilities denominated in foreign
currencies stated at fair value are translated using the foreign
exchange rates ruling at the dates the fair value was measured.

The results of foreign operations are translated into Hong
Kong dollars at the exchange rates approximating the foreign
exchange rates ruling at the dates of the transactions.
Statement of financial position items, including goodwill arising
on consolidation of foreign operations acquired on or after 1
January 2005, are translated into Hong Kong dollars at the
closing foreign exchange rates ruling at the end of the reporting
period. The resulting exchange differences are recognised
in other comprehensive income and accumulated separately
in equity in the exchange reserve. Goodwill arising on
consolidation of a foreign operation acquired before 1 January
2005 is translated at the foreign exchange rate that applied at
the date of acquisition of the foreign operation.
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B IS AR Y E

For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(o) Translation of foreign currencies (Continued)

On the disposal of a foreign operation (i.e. a disposal of the
Group’s entire interest in a foreign operation, a disposal
involving loss of control over a subsidiary that includes a foreign
operation, or a partial disposal of an interest in an associate
that includes a foreign operation of which the retained interest
becomes a financial asset), all of the exchange differences
accumulated in equity in respect of that operation attributable
to the owners of the Company are reclassified to profit or loss.

In addition, in relation to a partial disposal of a subsidiary that
includes a foreign operation that does not result in the Group
losing control over the subsidiary, the proportionate share of
accumulated exchange differences are re-attributed to non-
controlling interests and are not recognised in profit or loss. For
all other partial disposals (i.e. partial disposals of associates
that do not result in the Group losing significant influence), the
proportionate share of the accumulated exchange differences

is reclassified to profit or loss.

(p) Related parties

(@) A person, or a close member of that person’s family, is

related to the Group if that person:

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

(if) has significant influence over the Group; or

(i) is a member of the key management personnel of

the Group or the Group’s parent.

(b)  An entity is related to the Group if any of the following

conditions applies:

(i) The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the

others).

(i) One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a

member).
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Notes to the Financial Statements

PR R M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(p)

(@)

Related parties (Continued)
(b) (Continued)

(i) Both entities are joint ventures of the same third
party.

(iv)  One entity is a joint venture of a third entity and the
other entity is an associate of the third entity.

(v) The entity is a post-employment benefit plan for
the benefit of employees of either the Group or an
entity related to the Group.

(vij  The entity is controlled or jointly controlled by a
person identified in (a).

(vii) A person identified in (a)(i) has significant
influence over the entity or is a member of the key
management personnel of the entity (or of a parent
of the entity).

(viii)  The entity, or any member of a group of which
it is a part, provides key management personnel
services to the Group or to the Group’s parent.

Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by, that person in their dealings with the entity.

Segment reporting

Operating segments, and the amounts of each segment
item reported in the financial statements, are identified from
the financial information provided regularly to the Group’s
executive directors (the chief operating decision maker) for
the purposes of allocating resources to, and assessing the
performance of, the Group’s various lines of business and
geographical locations.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar in respect of
the nature of products and services, the nature of production
processes, the type or class of customers, the methods used
to distribute the products or provide the services, and the
nature of the regulatory environment. Operating segments
which are not individually material may be aggregated if they
share a majority of these criteria.
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B IS AR Y E

For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and
liabilities, and their accompanying disclosures, and the disclosure
of contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities affected

in the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from those
involving estimations, which have the most significant effect on the

amounts recognised in the financial statements:

Estimation uncertainty

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

described below.

Impairment on trade and other receivables

The policy for impairment allowances on trade and other receivables
of the Group is based on the evaluation of collectability and
aging analysis of accounts and on management’s judgement. A
considerable amount of judgement is required in assessing the
ultimate realisation of these receivables, including the current
creditworthiness and the past collection history of each customer.
If the financial conditions of customers of the Group were to
deteriorate, resulting in an impairment of their ability to make

payments, additional allowances may be required.

4. APPLICATION OF NEW AND REVISED INTERNATIONAL

FINANCIAL REPORTING STANDARDS

The IASB has issued a number of amendments to IFRSs that are first

effective for the current accounting period of the Group.

The following new standards and amendments are mandatory for the
financial year beginning 1 April 2017 and have no significant impact

on the results or financial position to the Group.

Amendments to IAS 7 Disclosure Initiative

Amendments to IAS 12 Recognition of Deferred Tax Assets for

Unrealised Losses

Amendments to IFRS 12 Disclosed of Interests in Other Entities:

included in Annual Clarification of the IFRS 12
Improvements to

IFRSs 2014-2016 Cycle
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Notes to the Financial Statements

PR R M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

APPLICATION OF NEW AND REVISED INTERNATIONAL
FINANCIAL REPORTING STANDARDS (Continued)

None of these impact on the accounting policies of the Group.
However, additional disclosure has been included in the
accompanying note for the Consolidated Statement of Cash Flows
to satisfy the new disclosure requirements introduced by the
amendments to IAS 7, Disclosure Initiative, which require entities
to provide disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing activities,
including both changes arising from cash flows and non-cash
changes.

The Group has not applied any new standard or interpretation that is
not yet effective for the current accounting period.

LOSS ON ASSETS TRANSFERRED AND DEBTS
DISCHARGED UNDER THE SCHEME OF ARRANGEMENT
AND RELEVANT EXPENSES

Following the SGM held on 16 October 2017, all the ordinary
resolutions were passed by way of poll. Further, as part of the
proposed restructuring, the meetings for the schemes of arrangement
of Hong Kong and Bermuda were also held on 16 October 2017.
During the meetings, the resolutions to approve both the Bermuda
scheme and the Hong Kong scheme were duly passed with the
approval of the requisite majorities of the scheme creditors. The
schemes of arrangement were also sanctioned by the High Court and
the Supreme Court of Bermuda on 31 October 2017.

As part of the schemes, the Group underwent a reorganization
pursuant to which the Company transfer all its right, title and interest
in and to the Excluded Companies (as defined in the circular of the
Company dated 25 September 2017) to a nominee of the scheme
administrators at a nominal value. After such transfer, proceeds from
the realization of any existing assets of the Excluded Companies
distributed for the benefit of the scheme creditors. Under the scheme,
all the claims of the Scheme Creditors against, and liabilities of, the
Company discharged and compromised in full in return for a pari
passu distribution of the scheme cash consideration of HK$147.0
million and proceeds from the realization of existing assets of the
Excluded Companies.

As a result, a loss on assets transferred and debts discharged under
the Scheme of Arrangement and relevant expenses of approximately
HK$198,661,000 (2017: approximately HK$1,500,000) was
recognised during the year ended 31 March 2018, being calculated
as follows:
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For the year ended 31 March 2018 BEZ=—Z— \F=A=+—HItFE

5. LOSS ON ASSETS TRANSFERRED AND DEBTS 5.

DISCHARGED UNDER THE SCHEME OF ARRANGEMENT
AND RELEVANT EXPENSES (Continued)

Assets transferred: EE?EEF ;
Financial assets at fair value BRARBEFABEZeHEE
through profit or loss
Interest in assoicates RERE R R 2 R
Trade and factoring receivables FEUE 5 RARIEFRIE
Tax recoverable AU el 7 IE
Restricted bank balances ZIRISRI TR
Cash and other bank balances e REMIRITAEER
Debts discharged: PRBRETS ¢
Trade and bills payables ERESRERER
Other payables and accruals H At I FRIE R T &
Interest-bearing bank borrowings T EHRITEE
Trust receipt loans {EFEUBURE R
Tax payables FERFRTE
Relevant expenses: TEEER X -
Restructuring costs and BAEKAREMAS
other expenses
Satisfied by: FERBUTERM
Cash consideration RERE
Loss on assets transferred ZHTEET 2 EEEE
and debts discharged under RERETEZEBR
the Scheme of Arrangement izl

and relevant expenses

As a result of the group reorganization foreign currency translation
reserve, and reserve fund included in the consolidated statement
of changes in equity approximately HK$48,421,000 and
HK$15,045,000 respectively were transferred to the accumulated
losses of the Company.
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ZHFTERT cEREERBRE
%2 BSHE K AR X ()

Note HK$’000
B EE FHT

(17,979)
(82,110)
(525,621)
(1,002)
(1 6,588)
)

(649,340)

9,733
13,844
305,833
310,247
12

639,669

(i) (41,990)

(i) (147,000)

(198,661)

ARETTEBEA  SRAEREBRAT
azm\m}@;E:rﬁﬁmm%ﬁgw\mm
48,421,000 7T M 15,045,000 & L E 85
BEARNRZ RETEIE °



Notes to the Financial Statements

PA RS R M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

LOSS ON ASSETS TRANSFERRED AND DEBTS
DISCHARGED UNDER THE SCHEME OF ARRANGEMENT
AND RELEVANT EXPENSES (Continued)

Note:

(i)

Net cash outflow arising on reorganization

Cash consideration RERE

Relevant expenses paid

BERR

SEGMENT REPORTING

The Group manages its business by division, which are organised
by business lines. In a manner consistent with the way in which
information is reported internally to the Group’s executive directors,
the chief operating decision maker, for the purposes of resources
allocation and performance assessment, the Group has presented
the following one reportable segment. No operating segments have
been aggregated to form the following reportable segment.

1o

Trading of mobile handsets
The trading of mobile handsets segment derives its revenue
primarily from the sale and distribution of mobile handsets.

a)

Segment results, assets and liabilities

For the purposes of assessing segment performance
and allocating resources between segments, the
Group’s executive directors monitor the results, assets
and liabilities attributable to each reportable segment on
the following bases:

Segment assets include all tangible, intangible assets
and current assets with the exception of interests in
associates, financial assets through profit or loss and
other corporate assets. Segment liabilities include
provisions and trade and other payables attributable to
the activities of the individual segment and borrowings
managed directly by the segment.

Revenue and expenses are allocated to the reportable
segments with reference to sales generated by the
segment and the expenses incurred by those segment
or which otherwise arise from the depreciation or
amortisation of assets attributable to those segment.

ZHTERT cEREERBRE
%2 B R AR ()

i
) EAEESRETLFE

HK$'000
BT

147,000
41,990

188,990

DEBERE
AEBERTEBFIBREES  MEXE
TS BOPI T AZETS B DI T ARRK o 273 7 3
TEIRD BN RIVFHEMAEA AL AE
BEHHTESR (EB2LEREE) 2RE
BzA—8 AEEZ2FIAT AR
FTHEDE o HRIATETHRE D A
WEEA TEAEE D -

1. FHEF
FHREBEHBEBREE KD
FHBEEURA °

a) DEl¥E BEERAE
BT HED KRB RES
DEZBEADEER - A&
BHHMITESRIATESE
ERBATREDANE
B BEREE:

MEEREMBEENE
CEBVEERRBE
MR E R E 2R
CEFABERZERE
BN EAM DR EERI
DR A EREER 2 P
ABEEZBERENE
5 R E A FRIA A Ko iy 2 2B
BEEEEZEE -

BX Rt Wt

]

WA K 78 32 To R 4% 25 JR Ff
EEHEN RS EEH A
B Se sk ) BP IS 2 B E
FEREHZINEEZH
X DEEEATHREDED °
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B S AR Y E

For the year ended 31 March 2018 BEZ=—Z— \F=A=+—HItFE

6.

SEGMENT REPORTING (Continued)

1la

Trading of mobile handsets (continued)

a)

Segment results, assets and liabilities (continued)

The measure used for reporting segment profit is
“adjusted EBITDA”, that is, “adjusted earnings before
interest, taxes, depreciation and amortization”, where
“interest” is regarded as including investment income
and “depreciation and amortisation” is regarded as
including impairment losses on non-current assets. To
arrive at adjusted EBITDA, the Group’s earnings are
further adjusted for items not specifically attributed to
individual segments, such as share of profits less losses
of associates, directors’ emoluments and other head
office or corporate administrative costs.

In addition to receiving segment information concerning
adjusted EBITDA, the executive directors are provided
with segment information concerning revenue (including
inter-segment sales), interest income and expense from
cash balances and borrowings managed directly by the
segments, depreciation, amortisation and impairment
losses and additions to non-current segment assets
used by the segments in their operations. Inter-segment
sales are priced with reference to price charged to
external parties for similar orders.

Information regarding the Group’s reportable segments
as provided to the Group’s executive directors for the
purpose of resources allocation and assessment of
segment performance for the years ended 31 March
2018 and 2017 is set out below.
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[y

R E (&)
FHRESE (E)
a) 7IE¥E BEERAERE
(&)
R RIS A mﬂZEi
= [ & FEEBITDA]

[N FILE - BHE ﬁ%&
BHEA 2 EABRAR
HA[FE ] #EAEBE
B WA [ITE Rk
WRABERRDEEY
BAEKBE - BEBKEHARE
EBITDA - ZKE.ZEJU
# IE4E E B RE R 2
ZIEBEL#E—AE
Il 40 FE 5 55 ) Rk Bt & A 7]
Ei8 - EFFHEA R EA
BB AR TR ©

FrIKEN A B F 2 EBITDA
ZOEERIN MITES
ERHEBERA(RES
EHEHE) AN EEE
BReEHRRIEE ZF
BIWARFER - 2ERRK
LEERFERZIE - #
Fél /@ifﬁ@ﬁg &3'5/”1)@]77
ESEELI - D IPHEHEE
TR EFFBEUFTERINE
ATWERZ B TEE ©

HBE_Z-N\FE-ZF
—tF=A=t+—HIF
B2 BRI K F 4 2 &6
REAAEENRITES
REBMAEEATHRS
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6.

SEGMENT REPORTING (Continued)

1.

Notes to the Financial Statements

PA RS R M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

Trading of mobile handsets (continued) 1. FHRESE(E)
a)  Segment results, assets and liabilities (continued) a) IHXE BEERBE
(48
Trading of Mobile handsets —
Hong Kong
Year ended 31 March
FHREE-FE
HE=A=1T—HLEE
2018 2017
—E2-—N\EFE —T—+F
HK$’000 HK$’000
FERT FHBT
(Restated)
(f&E%1)
Revenue from external customers R BIMNEIEFE 2 WA 293,292 178,764
Reportable segment revenue AT wED KA 293,292 178,764
Reportable segment profit AT RED SRR
(adjusted EBITDA) (£ FIZ EBITDA) 32,560 18,805
Depreciation e (234) 81)
At 31 March At 31 March
2018 2017
R-ZZE-—N\F R_ZT—tF
=A=+—H =A=+—H
HK$’°000 HK$’'000
FET FHET
(Restated)
(&E75)
Reportable segment assets ATREDBEE 148,241 59,141
Reportable segment liabilities ATREDHBEE 64,078 34,816
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MIE R MR

For the year ended 31 March 2018 BZ2=—Z— \F=A=+—HItFE

6. SEGMENT REPORTING (Continued)

i1 Trading of mobile handsets (continued)

b) Reconciliations of reportable segment revenues,
profit or loss, assets and liabilities

Revenue
Reportable segment revenue
Elimination of inter-segment
revenue

Consolidated revenue

Profit
Reportable segment profit
Elimination of inter-segment
profits

Reportable segment profit
derived from the Group’s
external customers

Depreciation

Loan interest

Loss on assets transferred
and debts discharged
under the Scheme of
Arrangements and
relevant expenses

Unallocated head office
and corporate expenses

Consolidated (loss)/profit
before tax

100 Z-OBEE HOLDINGS LIMITED « Annual Report 2018

[y

b) ATFHEZSD

BB A ~ 5T

NER BERAEZY

3

Year ended 31 March
BE=ZA=1t—HLEE

2018 2017
—E-)N\F —F
HK$’000 HK$’000
FET FHTT
(Restated)
(&%)
VPN
ATREDBRKA 293,292 178,764
#5555 ZBRUA
EREWA 203,292 178,764
S Al
BT HRE DI F 32,560 18,805
$ 8D SPREF
REAEEINEEF
ZBTRED E =
32,560 18,805
e (234) (81)
B % (576) (510)
;ﬁ#ﬁ%ﬂlﬁ?ﬁﬁ?ﬁé
KRR ETS 2 B8 &
HEAFRZ
(198,661) (1,500)
ROBLAEN R
RIFERS (2,997) (2,832)
BEATAR A (B518) % F|
(169,908) 13,882




6.

SEGMENT REPORTING (Continued)

1.

Notes to the Financial Statements

PA RS AR M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

Trading of mobile handsets (continued)

b) Reconciliations of reportable segment revenues,
profit or loss, assets and liabilities (continued)

Assets
Reportable segment assets
Elimination of inter-segment
receivables

Interests in associates

Financial assets at fair value
through profit or loss

Unallocated head office and
corporate assets

Consolidated total assets

Liabilities
Reportable segment liabilities
Elimination of inter-segment
payables

Interest — bearing bank
borrowings

Trust receipt loan

Amount due to investors
— Escrow account

Unallocated head office
and corporate liabilities

Consolidated total liabilities

BE
ATHRENHBEE
$ 35 BD A R MR IR

N NI B
BARER ARZRES
ZEREE
RO B ELR
REFREE

HARBEEME

afE

FHRRTTIEE

EBEER
ENREESHE
—FERP
RO BN EIE
REXEE

FaRERE

b) ETHEZEHKA - EF
NEE BEEREEZH
SR (&)

Year ended 31 March
BE=ZA=1t—HLEE

2018 2017
—E-N\F —T—+F
HK$°000 HK$’000
FET FHET
(Restated)

(4 &%)

148,241 59,141
148,241 59,141
- 82,110

- 17,979

27,529 549,804
175,770 709,034
64,078 34,816
64,078 34,816
- 305,833

= 310,247

- 6,500

752 36,589
64,830 693,985

RUEZIRAMR AT o 2018 Fi

101



102

Notes to the Financial Statements

B S AR Y E

For the year ended 31 March 2018 BEZ=—Z— \F=A=+—HItFE

6. SEGMENT REPORTING (Continued)

i1 Trading of mobile handsets (continued)

c)

d)

Revenue from major product

Trading of mobile FHEE

handsets

Geographic Information

The following is an analysis of geographical location of (i)
the Group’s revenue from external customers and (i) the
Group’s interest in an associate and property, plant and
equipment. The geographical location of customers is
based on the operation of the customers. In the case of
interests in associates, it is the location of operations of
such associates. The geographical location of property,
plant and equipment is based on the physical location of

-.|.H
=
I
»
8

¢ KEEXEEZZHUA

Year ended 31 March
BZE=RA=1t—BLEE

2018 2017
—E-N\F —E—+F
HK$°000 HK$’000
FHET THETT
(Restated)

(%8 &35)

293,292 178,764

d HEESH
AN ANASEERBEINEE
B2 WA R (i) 7 £ 8 1A B
BRTIRME  BERE
B ER RSN - &
FziE I EREF %
e o BEREE & A 7] 2 4
=Me ' ZEEREE
BE ARz EBHE Y

the assets. ¥ WELEBEZMET
EREENERUEME °
Revenues from external customers  Non-current assets
RENEEF A FRBEE
Year ended 31 March At 31 March At 31 March
2018 2017 2018 2017
BE=A=1+—HLFE R=B-NF RT—LtF
—E-N\FE —Z—+% =ZB=+—-H =ZA=+—H
HK$’000 HK$'000 HK$’000 HK$'000
TET FHT FHET FHT
(Restated) (Restated)
(&=51) (&=51)
Hong Kong A (BRI

(place of domicile) 56,497 13,973 430 -
PRC H 1,373 - 777 82,636
Bangladesh )ik 584 1,494 - =
Dubai I 92,223 57,339 - -
India EHE 109,841 51,809 - -
Nepal fEam 1,065 = - =
Pakistan EEATA 30,561 49,844 - -
USA == - 4,305 - -
South Africa R 410 = - =
Greece i 738 - - =
293,292 178,764 1,207 82,636

Non-current assets exclude financial assets at fair value

through profit or loss.
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For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

SEGMENT REPORTING (Continued)

Trading of mobile handsets (continued)

Information about major customers
Revenue from customers contributing 10% or more of
the total revenue of the Group is as follows:

Revenue from trading REBEEFHZBA
of mobile handsets
— Customer A —-EFH
— Customer B —-BEZ
— Customer C —®FR

— Customer D (note (i)) —%PT ()

Note:

(i) The customer only contributed more than 10% of total
revenue for 2018 while 2017 did not.

As disclosed in note 2.2, on the basis that relevant books
and records are either lost or are incomplete before the
restructuring of the Group, no representation is made
by the Board as to the completeness and accuracy of
the disclosures in segment reporting as of the date of
approval of these consolidated financial statements.

e) BHETEEFZEHN
RE BRI ANSEEERA
10% A EBE R Z A
T
2018 2017
—E—N\F —ZT—+tF
HK$°000 HK$’000
FET FHIT
(Restated)
(#=751)
92,223 57,339
30,561 49,844
75,224 31,980
56,394 7,472
Fff5E

[0} ER=ZFT—NFMmFER
—T-tFEBBERA
10% KA EHRP ©

EHIEE2. 2 T ER - ERNE
7N 55 B E 4R A AR R BR 1 K
RETREEEBRREN T
B HEWERSGREH
BHRRZE EESWE
o EBIRE FE A ST
N AERE B R o
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Notes to the Financial Statements

MIE R MR

For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

7. REVENUE AND OTHER INCOME AND GAIN 7. WAMEABA R KR
Revenue represents the net invoiced value of goods sold, after WAERFEAMNBRRE RE ZITNEE
allowances for returns and trade discounts; and the values of services BIHEERNERFEKAREHERSEH
rendered during the year. B8 -

WARE B AR RS AHTIT

An analysis of revenue and other income and gain is as follows:

104

2018 2017
—E-N\F e
HK$’°000 HK$’000
FET FET
(Restated)
(&E5)
Revenue PN
Distribution and marketing of DIHREEFHERTMH
mobile handsets and
components 293,292 178,764
293,292 178,764
Other income and gain N SR
Bank interest income RITH S A 7 1
Service income BR AU A 3,000 3,000
Other income E A 254 35
Foreign exchange gain, net b 55 Wz 58 484 46
3,745 3,082
297,037 181,846
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8.

(LOSS)/PROFIT BEFORE TAX

Notes to the Financial Statements

PARS AR M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

The Group’s (loss)/profit before tax is arrived at after charging:

Staff cost

Employee benefit expenses
(including directors” and
chief executive s
emoluments)

Wages, salaries, bonus
and allowances

Pension scheme
contributions

Other items
Cost of inventory sold
Auditor” s remuneration

— audit services

— other services
Depreciation
Loss on assets transferred

and debts discharged under

the Scheme of
Arrangement and relevant
expenses

Research and development
expenses

Finance costs
Interest on other borrowings

c)

BT A

EERFIFAX
(BREESER
T E )

TE - #FHe L4
B RE
RRAR M ET SR

HIER
HEEMKA
ZEEEN 2
— ZBRTS
— Bt AR %
e
ZHRBIR T2 HREER
RIREBZ B
KRR <

HEER

M5B R
Hib g & 2 F 8

BRBLAT (B518), 5T

REBENBRBAT (EBR), 5 2R A

THIE
2018 2017
—E-N\F —T—+t5F
HK$’000 HK$’000
FHET T
(Restated)
(F&&71))
9,077 7,613
275 =
9,352 7,613
250,186 152,966
750 500
600 106
234 81
198,661 1,500
66 -
576 510
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B S SRR MY AE

For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

9. DIRECTORS’ EMOLUMENTS 9. EEM=
Directors’ emoluments disclosed pursuant to Section 383(1) of the
Hong Kong Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation,
and the chief executive’s emoluments are as follows:

RIBECEB R TMERFI S 383(1) (5 R A A
(WBEZFISER) RBIE 2 BTN
EEFIAREEITRASFMOT ¢

106

Salaries,
allowances Retirement
and benefits scheme Share - based 2018
inkind contributions payments Total
Fees %% 28t  Bonuses  E/k%EF  Sub-total RagE —F-N\%
e RENAE 0 BERAL HEEX M RSB b
HK$'000 HK$’000 HK$'000 HK$’000 HK$’000 HK$'000 HK$'000
FHr T FEL FHr T FET TiEn
Executive directors HTES
Xiong Jianrui i
(Appointed on 30 (RZZ—t&E1+-A
November 2017) =tHEZT) 300 - - - 300 - 300
Yi Peijian HER
(Appointed on 30 (RZZ—tF1+-A
November 2017) = tREE) 300 - - - 300 - 300
Lai Hui (Resigned on BEN-Z—t%F
30 November 2017) +-A=+ARM) 480 - - - 480 - 480
Yang Jian Hui (Resigned 3812
on 30 November 2017) (R=F—tF
+—RA=tHEH) 320 - - - 320 - 320
Chenling Resignedon  B®(A-Z—+&
30 November 2017) +-A=+BEf) 320 - - - 320 - 320
Independent BUFHTES
non-executive
directors
Lin Tao (Appointed on wE(RZE—tF
30 November 2017) +-A=+BEEE) 60 - - - 60 - 60
Khoo Wun Tat William ERA(RZE—t&
(Appointed on T-A=+REZF)
30 November 2017) 60 - - - 60 = 60
Cui Songhe (Appointed ERB(R-F—t%
on 30 November 2017) T—A=TREZf{) 60 - - - 60 - 60
Liu Jintao (Resigned on AeF(R(R=T—+F
30 November 2017) +-A=+ARM) 160 - - - 160 - 160
Tsang Hin Fun, Anthony ~ EBH (R=F—+%
(Resigned on 30 T—A=tREE)
November 2017) 160 - - - 160 - 160
2,220 - - - 2,220 - 2,220
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For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

DIRECTORS’ EMOLUMENTS (Continued)

Salaries,

allowances

and benefits

in kind
Fees %d 2B Bonuses
we REWRE  BERL
HK$'000 HK$'000 HK$'000
THT T Tin
(Restated) ~ (Restated)  (Restated)
(=31 (&&31) (E=3)

9. ESM=(E

Retirement
scheme Share - based 2017
contributions payments Total
BIER  Subtotal  RAKE  ZT-+F
HE5 N RARA &

HK$'000 HK$'000 HK$'000 HK$'000
THL T Tin T
(Restated) (Restated) (Restated) (Restated)
(E=Z31) (EE5) (B =5) (E=3)

Executive directors HTEE
Lai Hui (Chief #iE
Executive officer) (TEuez) 720 - - - 720 - 720
Yang Jian Hui Dl 480 - - - 480 - 480
Chen Ling 353 480 - - - 480 - 480
Independent BUEHITES
non-executive
directors
Liu Jintao eE 240 - - - 240 - 240
Tsang Hin Fun, LER
Anthony 240 - - - 240 - 240
2,160 - - - 2,160 - 2,160
Note: st -

Mr. Yi Peijian is the director and the chief executive of the Company and is responsible
for the Company’s day to day management and the overall activities.

These was no arrangement under which directors and chief executive have waived
or agreed to waive any emoluments during the two years ended 31 March 2017 and
2018.

Emoluments for key management personnel of the Group, including accounts paid to
the Company'’s directors as disclosed in above.

SEAIGERRDAEFIITRES - BEARA
AREERREREY -

HE-F LFR-F—\F=A=+—ALM
EEE - BEEERTHARBRRATRRE
S 2 R «

AEETFZEEEAENFM(BENTARAE
=R ELXHE -
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For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

10. INDIVIDUALS WITH HIGHEST EMOLUMENTS 10.

Of the five individuals with the highest emoluments, 2 (2017: 3) are
directors of the Company whose emoluments are disclosed in note
9. The aggregate of the emoluments of the remaining 3 (2017: 2)
individuals were as follows:

B 2 ERIA T

ERER=HMENALTES 2% (=
Tt 3R) RARFES - LB
FEMTFEO R R - SR 3R (ZF—+ 45 -
2% ) ERIA L2 # B azEm T

Salaries and other emoluments e kEMMe

2018 2017
—T-N\E —T—+F
HK$’000 HK$’000
FHET FHET
(Restated)

(& =%))

2,495 1,920

The emoluments of the 3 (2017: 2) individuals with the highest
emoluments are within the following bands:

Z3E(ZB—+F : 28 ) &= HHES
AL ZHMNFIATHE

2018 2017
—E—-\F —E—
Number of Number of
individuals individuals
A AR
HK$ BT

Nil-1,000,000 % 1,000,000 3 2

11. INCOME TAX EXPENSE 11. Fr8%iRx

a) Hong Kong Profits Tax has been provided at the rate of 16.5%
(2017: 16.5%) on the estimated assessable profits arising
in Hong Kong during the year. Taxes on profits assessable
elsewhere have been calculated at the rates of tax prevailing in
the countries (or jurisdictions) in which the Group operates.

PRC Enterprise Income Tax is calculated at 25% based on
the new PRC Enterprise Income Tax law passed by the Tenth
National People’s Congress on 16 March 2007.
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PARS AR M

For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

11. INCOME TAX EXPENSE (Continued)

a)

(Continued)

Current tax — Hong Kong
Profits Tax

Charge for the year

Current tax — PRC
Charge for the year

Total tax charge for the year

Reconciliation between tax expense and accounting (loss)/

profit at applicable tax rates:

(Loss)/profit before taxation

Notional tax on (loss)/profit
before taxation, calculated
at the rates applicable
to profits in the countries
concerned

Tax effect of non-deductible
expenses

Tax effect of non-taxable
income

Tax effect of tax
concessionary enjoyed
by subsidiaries

Tax effect of tax losses/
deductible temporary
differences not recognised

Actual tax expense

As disclosed in note 2.2, on the basis that relevant books
and records are either lost or are incomplete before the
restructuring of the Group, no representation is made by the
Board as to the accuracy and completeness of the income
tax as of the date of approval of these consolidated financial

statements.

BIEARIE — B NSH

FRME

BIEATH IR —
FRME

FARIAR AR

BRBAT (B51R), 7

BREBBEZRAN (F1R), &5

FrE R RTE

R BR A2 B EIHIA

PRMBFA 2 BREH &

BERTIA Z HIEF

MEARZAR 2K
FrBEZRETE

3 SRR 2 IR 1E,

AR EREERZ
BIEHE

BERIIAR X

11.

FrSHiBa s (&)
a) (€=))

2018 2017
—E-—N\FE —T—+tF
HK$’000 HK$’000
FET FHET
(Restated)
(%= E%))
5,820 3,175
5,820 3,175
- 11
5,820 3,186

b) HIEFMXEG (EER) IR

R E AT R 2 HhR
2018 2017
=B-N\F T —tF
HK$’000 HK$'000
FExT FET
(Restated)
(i=5))
(169,908) 13,882
(27,997) 2,308
123,769 728
(90,967) (1)
(30) @)
1,045 154
5,820 3,186

BRI EE2 2P ER - ENEAREKE
BHREEKRM M EEE
KRN - BEHEL
EYBHmRZA  EESLEL
PSR ERE M N e M B R B

B o
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For the year ended 31 March 2018 BZ=—Z— \F=A=+—HItFE

12. DIVIDEND

The Board of Directors does not recommend the payment of a final

dividend for the year ended 31 March 2018 (2017: Nil).

13. (LOSS)/EARNINGS PER SHARE

Basic

The calculation of basic (loss)/earnings per share attributable to
owners of the Company is based on the loss for the year attributable
to owners of the Company of approximately HK$175,632,000 (2017:
profit of approximately HK$10,696,000) and the weighted average
number of 119,512,139 (2017: 45,379,916) ordinary shares in issue

during the year.

The weighted average number of ordinary shares used in the
calculation of basic and diluted loss per share for the year ended 31
March 2018 has accounted for the share consolidation and open
offer, which included the bonus element during the reporting period,
basic and diluted earnings per share for the corresponding year of
2017, have been retrospectively adjusted to reflect for the effects
of share consolidation and open offers, which included the bonus

element during the reporting period.

Diluted

On the basis that relevant books and records are either lost or are
incomplete before the restructuring of the Group, there is no accurate
information to calculate the diluted earnings per share for 2017.
Therefore, diluted earnings per share equals to the basic earnings per

share for the year ended 31 March 2017.

There were no dilutive potential ordinary shares in issue during the
year. The diluted loss per share is the same as the basic loss per

share for the year ended 31 March 2018.

As disclosed in note 2.2, as the (loss)/earnings per share attributable
to owners of the Company may not be accurate, no representation is
made by the Board as to the accuracy of the (loss)/earnings per share
of the Company as of the date of approval of these consolidated

financial statements.
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13.

RE

EEeTERRNBE—_T—/\F=A
=t —HIEFENRARE(ZZE—+L
FE) -

Bk (F18) &R
=N

RNARHA AREFHRERN(BR), /&
FIRA RGBS AEEFAEEBL
175,632,000 7L (ZF—+F : mHH
10,696,000 70 ) R F N E BT E B
H A 80119,512,139 1 (=T —+
£ 45,379,916 % ) 51 & ©
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14. PROPERTY, PLANT AND EQUIPMENT 14. Y% - BRERZE
Leasehold Furniture
improvements and fixtures Electronic
HEME HFAR equipment Total
£1& EEHEE Bk @zt
HK$'000 HK$'000 HK$'000 HK$'000
TAT THT FHT TR
(Restated) (Restated) (Restated)
(mE7) (E71) (s E51)
Cost BAR
At 1 April 2016 R-B—XEMA—R = - - -
Additions R = 292 340 632
Exchange adjustments X A% - (12) (14) (26)
At 31 March 2017 and RZE—tF=H
1 April 2017 =S+—AR-E—+E
MA—H - 280 326 606
Additions NE 693 176 = 869
Exchange adjustments L - 30 34 64
At 31 March 2018 R=Z2-N\F=ZA=1+—H 693 436 360 1,539
Accumulated depreciation 25tE
At 1 April 2016 RZZ—"FMA—A = = = =
Charged for the year FRTH - 35 46 81
Exchange adjustments P % = = (1) (1)
At 31 March 2017 and RZZ—tF=A=+—-H
1 April 2017 EZT—tFMA—A = 35 45 80
Charged for the year FAZH 73 70 91 234
Exchange adjustments EHRE - 7 1 18
At 31 March 2018 R=ZE—\#=A=+—H 73 112 147 332
Net Book Value REFE
At 31 March 2018 RZZ-\F=ZA=1+—H 620 374 213 1,207
At 31 March 2017 RZZ—tF=A=+—H - 245 281 526
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15.

Z-OBEE HOLDINGS LIMITED

SUBSIDIARIES

Particulars of the principal subsidiaries as at 31 March 2018 were as

15. KiIBAR

RZBE-N\F=ZA=+—0 " FEMNE

follows: ANRIKFIFAT -
Percentage of paid
Place of up/issued capital held
establishment/ by the Company
incorporation Paid up/ KARFEBCHR/
Name of subsidiary and business issued capital BRTHRAEML  Principal activities
L/ wE R Bér/ Directly Indirectly
WEARERE bk YSE S BERITRA B ME  EEEER
Perfect Major Investment British Virgin USD125 80% - Sales and distribution
Limited Islands of mobile handsets
and their components
ERREBRAT ERRARS 125% 7T 80% - HERDEFHRAZH
HK Rich Technology Hong Kong HKS$1 100% - Sales and distribution
International Company of mobile handsets
Limited and their components
BEENRRERERAT BE 18T 100% - BERSHEFHREZH
HERCEEELH PRC RMB1,000,000 - 100%  Provision of
E[EONGI management
services to the
Group
hE ARH1,000,0007 - 100%  AASEREERRS
Smart Tone International Hong Kong HKD100 100% - Dormant
Limited
ERERERAR & 10087 100% - EXEB
@ This subsidiary is registered as a wholly-foreign-owned enterprise under PRC 2 Z BT B A B4R R R B A 2 s R AR S A AN
law. BBEERE -
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FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS

As at 31 March R=A=+—8H
INVENTORIES

Raw materials =%}

Finished goods BURR T

TRADE AND FACTORING RECEIVABLES

Trade and factoring receivables FEWE 5 RARE I
Less: Impairment loss recognised & : B fERRIERE

Net carrying amount FRENFE

16. RAAEFABETZEHEE

17.

2018 2017
—ZE-N\F —E—
HK$’000 HK$’000
FET FHET
(Restated)
(& =%)
- 17,979

"E
2018 2017
—E—N\F —T—+tF
HK$’000 HK$’000
T T
(Restated)
(#&5E51)
7,115 =
1,755 1,388
8,870 1,388

18. EWESZRREFIE

2018 2017
—E-N\F 5
HK$’000 HK$’000
FTHET FHET
(Restated)

(#5E51)

126,149 797,006

- (249,853)

126,149 547,153
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18. TRADE AND FACTORING RECEIVABLES (Continued) 18. EWE S RREFIE (&)
(a) Ageing analysis (@) ERERDT
The following is an ageing analysis of trade and factoring RIBFRZAHMENNZEKE S
receivables, presented based on the invoice dates. FARIBFIERIR DATIAR o
2018 2017
—E-N\F T+
HK$’000 HK$’000
FHET FHT
(Restated)
(%= E%))
0-60 days 0&E60H 10,874 7,639
61-90 days 61Z290H 15,118 9,725
Over 90 days B3890 H 100,157 529,789
126,149 547,158
Trade receivables are due within 60 to 90 days (2017: 60 to 90 FEUE 57 IE B 0 BE B Bi#E51 60
days) from the date of billing. ZO0HANEIH(ZZE—+F : 60
ZF90R) -
(b) The movements in the impairment of trade and factoring b)) EKWEZRREFENEESZD
receivables are as follows: T :
2018 2017
—E-NF =T
HK$°000 HK$’000
FET FHIT
(Restated)
(#s=51)
At 1 April RMWA—H 249,853 249,853
Transferred under the BIELZ PR 8IE & ()
Scheme of
Arrangement (Note) (249,853) -
At 31 March R=A=+—8H - 249,853
Note: Under the Scheme of Arrangement, the amounts were transferred M3t IREBLHEETE  SBEOEESL -

out.
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18. TRADE AND FACTORING RECEIVABLES (Continued)
(c) Trade and factoring receivables that are not impaired
The ageing analysis of trade and factoring receivables that are

neither individually nor collectively considered to be impaired
are as follows:

Neither past due nor impaired 3t i #i 5 &l (B

Past due but not impaired BEEERRE

1 — 30 days past due BiHE1 =308
31 - 60 days past due Ei#mHi31 =601
61 — 90 days past due g#HEie1 £90H
Over 90 days i@ 90 H

Receivables that were neither past due nor impaired relate to a
wide range of customers for whom there was no recent history
of default.

19. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

Net carrying amount BRERE

18. BWEZRFEEFR (&)

(€ KRBEERKESRRERE

3 SR 23 B s H RRL (B 2 e
WE 5 RARIE FIR K BR iR 25 47 40

T
2018 2017
—E=-N\F e
HK$’000 HK$’000
FET FHET
(Restated)
(#&E5)
- 1,731
830 3,872
12,483 -
14,288 =
98,548 541,550
126,149 547,153

19.

W £ 760 B 28 R0 (B Y FE WO IR BB AR
LT R RC SR P AR -

FENRIE - RERHEMERIE
2018 2017
—E—N\F —E—+tF
HK$’000 HK$’000
FET FHET
(Restated)
(% &%)
3,996 12,144
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20. RESTRICTED BANK BALANCES AND CASH AND
OTHER BANK BALANCES AND OTHER CASH FLOW
INFORMATION

(@) The Group’s restricted bank balances are pledged to
secure the bank loans and general banking facilities
granted to the Group.

Restricted bank balances and cash and other bank balances
are in the following:

Restricted bank balances SR ISR T4 5
Cash and other bank balances 34 & E iR 174588

(b) Reconciliation of liabilities arising from financing activities

The table below details changes in the Group’s liabilities from
financing activities, including both cash and non-cash changes.
Liabilities arising from financing activities are liabilities for which
cash flows were, or future cash flows will be, classified in the
Group’s consolidated statement of cash flows as cash flows
from financing activities.

At 1 April 2017 R=ZE—tFWMA—A
Changes from financing MERSTESE
cash flows:
Repayment of other BREMEER
borrowings
Interest paid B HE
Total changes from MEASRELE

financing cash flows

Other changes: Hith &g
Interest expenses MEFMZ
At 31 March 2018 R-ZE—N\EFE=A=1+—H

Note (i): Other borrowings as disclosed in note 25.
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20.

%BE%U?E{L::?%H&E%&E@%E
THRHEREGRSREER

(a)

REENZRERTERKESE
o ERAEEEREBITERR

—MIRITEE 2R ©
ZRRHIRITAE R A KRIR & R HABIRITAS
FRUNTE

2018 2017
—E-N\E —T—+tF
HK$’000 HK$ 000
TiExT TAT
(Restated)

(fR=51)

- 16,588

35,548 30,144
35,548 46,732

(b)

METDFEEEBEZHIR

TRAFLAEEREREEDD
EEE2Y EERSNERSE
B pEEHMEEZBBERR
if/\u%jiﬂixfﬁi/\miﬁ—rﬁf\Kgé
EReRenRERTHOEARKE
BEEHESRENEE -

Other
borrowings Total
Hiifg & Bt

(Note(i))

(BHEE (i)

HK$'000 HK$’000
FHET FHET
20,000 20,000

(20,000) (20,000)
(576) (576)
(20,576) (20,576)
576 576

FEEE() - Bt EREMH 26 REMEMEE -
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21. TRADE AND BILLS PAYABLES 21. ENEZRERREE
2018 2017
—E-N\EF T+
HK$’000 HK$’000
FET FHET
(Restated)
(& =:%)
Trade and bills payables e E 5 IE R ER 44,955 9,733
An ageing analysis of the trade and bills payables as at the end of the RIBEZRZEHH  BENESRERREER
reporting period, based on the invoice date, is as follows: WA HIRAEBRER DTN T ¢
2018 2017
—E-N\E —ET—+F
HK$’000 HK$’000
FET FAT
(Restated)
(s =5)
0-30 days 0Z30H 20,709 -
30-60 days 31260H 17,751 -
61-90 days 61290H - -
Over 90 days HBiB0H 6,495 9,733
44,955 9,733
Trade payables have a credit term of 90 days. (2017: 30 to 90 days). ENBSREREE ZZEH—H# 4590

H(ZZ—+%F :30%90H) -
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22.

23.

24.

ACCRUALS AND OTHER PAYABLES

As at 31 March R=A=+—H

On 28 June 2017, the Company obtained a letter of intent (the
“Letter of Intent”) from a potential strategic investor, & 77 I& 17 &
[ 22 @](Tsinghua Tongfang Co., Ltd.*) (“Tongfang”), pursuant to
which, Tongfang will (i) invest an amount of HK$3,000,000 into
Perfect Major, a subsidiary of the Company in consideration and
exchange for a 20% equity interest in Perfect Major; and (ii) subscribe
for not less than 5% of the Company’s newly issued shares after
the resumption of trading of the Company’s shares on the Stock
Exchange. On 6 January 2017, a formal agreement was entered into
between the Group and a subsidiary of Tongfang. The Group received
HK$3,000,000 from Tongfang for the consideration in exchange for a
20% equity interest in Perfect Major. The transaction was completed
on 12 September 2017.

The English translation of company name is for identification purposes only.

INTEREST-BEARING BANK BORROWINGS

As at 31 March R=A=+—H
TRUST RECEIPT LOANS
Carrying amount BREE
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22. EFTERRHMEMATR

2018 2017
—z-N% —E—tf
HK$’000 HK$’000
FTHET FHET
(Restated)

(#5E51)

5,042 31,949

RZZT—tFA=Z+N\H ' ZRAUK
H—REBEREEEERIRGER
raI(AFHHEME(TEME]) -
Bt RAHE0)ARERA R A EA
7] Perfect Majori& & 3.0 B &8t AN
18 » ¥2E Perfect Major 20% HIA&HE + K
(i) RAAER R ERB R ATIREE B8R
BT DR E% AR RIFEITRG - B
—ET—+F—fNB AEEEEHDH
—XMBARRI M IEX R - AEEE
WEIR 3AEB TR - ERIRER
Perfect Major 20% RIEFIRIE - ZRX 5
RZZE—tFNATZBTK °

- R BB R B E AR5

23. FTESRITEE
2018 2017
—E-N\F {5
HK$’000 HK$’ 000
FET FHET
(Restated)
(#&551)
- 305,833
24. EFEBIBEER
2018 2017
—E-N\F —E—t5F
HK$’000 HK$’000
FHET FHET
(Restated)
(4 &%)
- 310,247
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OTHER BORROWINGS

On 28 April 2015, Alpha Professional Development Limited (the
“Investor”), an independent third party of the Company and its
connected persons (as defined under the Listing Rules) formally
submitted an indicative restructuring proposal to the Provisional
Liquidators. After arm’s length negotiations among the parties, the
Company, the Provisional Liquidators and the Investor entered into
a framework agreement on 5 June 2015 and amended and restated
framework agreement dated (the “Framework Agreement”) on 5
October 2015, pursuant to which the parties have agreed on the
principal terms of the proposed restructuring and the Investor has
been granted an exclusivity period of 24 months from and inclusive of
3 July 2015 for the restructuring of the Group.

By the order of the High Court dated 26 June 2015 and sealed by
the High Court on 2 July 2015, the High Court approved, amongst
others, the Company and the Provisional Liquidators to enter into the
Framework Agreement.

With the sanction from the High Court, the SPVs, wholly-owned
subsidiaries of the Company, were set up after the appointment
of the Provisional Liquidators for the purpose of restructuring
and continuation of the business of the Group. The Investor and
Perfect Major, on 5 June 2015 entered into a working capital facility
agreement pursuant to which the Investor agreed to provide a
working capital facility of up to HK$20,000,000 (“Working Capital
Facility”) to the Group for the continuation of its business operations.
As at 31 March 2017, the Group had drawndown an amount of
HK$20,000,000 under the agreement. The amount is secured by a
floating charge and the share charge over the entire issued share-
capital of HK Rich Technology Company Limited, bearing interest at
2% per annum, with a term of 2 years, and shall become immediately
due and payable to the investor on the earliest to occur of (a) the
date on which the Framework Agreement is terminated but not if
the termination occurred due to completion of the Revised Proposal
occurring and (b) the date following two years from the date of
the working capital facility agreement. The drawn down amount
of HK$20,000,000 is repaid on 28 February 2018. The interest
payable as at 31 March 2018 is approximately HK$1,086,000 (2017:
approximately HK$510,000) which is included in accruals and other
payables.

25.

HftfE&

R-ZZE—RAFWMA=+/\H ' Alpha
Professional Development Limited ([ 5%
BE] RBURAARIREBEALT
(EER EMRA) 2B E=7) MER
FEBAEXREFHEEZ - £FHA
FHEEE - AAR - RESERARRKE
ERZE—RFNARAY TRER
#® o WERINENBHAST—RF T+
ARhBzREm=E(EBERRE] &
&5 BT R AR 2 E B RFUER
E - MREECEGETES—R1F+
A=A (8% A )Er 24 (8 A P 1R
B EAREEEITES -

FREEERBRR T —RAFHA
“tHRAZERB S REEERER -F
—HFEEA-HERBRR 255K
AR BEREGRE R AT 2B R o

BESZARMIE - RSB AE
A% ARRIKRERIENAR (A
ARG ZE2EWBRAR)  NEHAANRE
EREECENEBER - REEH
Perfect Major R =Z—HRENARBE]
VBEEEESRE NS BHREE
R E R & B #a& =& 20,000,000 7
TR EBEESE ([EEESrE])
FEAREBABMECLERE - R=T—+
FZR=+—H AEECIWZHE
T8N 24 %820,000,000/8 7T ° % & 2EH
ERBRRARA RN IE EITHR
KE)ZENRE RO IPERR - 1BF
FE2%xE  ERHA2F TR
LT HRE BB SRR R EEE
i () ERBER L2 BE (BERK
BRI RN MSIER B HERL - AT
FTHEEE) - R(b)EEES A HEHE
HARE AT 2 B 8 ° 20,000,000 7T
CRHSEER_E-NE-_A=+)\
HEEZ R-T—N\F=ZA=t+—AHZ
FERTFIE A491,086,0008 7T (ZF2—+
F : #9510,000787T) + st AfEETE A
MEAMEAFKIER o
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26. AMOUNT DUE TO INVESTOR - ESCROW ACCOUNT

According to the Framework Agreement, the Investor shall pay the
Earnest Money into an Escrow Account. The Earnest Money once
released and remitted from the Escrow Account to the Provisional
Liquidators shall not be refundable. The Earnest Money shall be
held by the Escrow Agent on joint instructions of the Provisional
Liguidators and the Investor to release the Earnest Money for the
purposes of settling all fees, remuneration, costs and expenses
incurred by the Provisional Liquidators, its advisors and agents for
work done in connection with the restructuring with the following

milestones:

1. The First Earnest Money of HK$5,000,000 which the Company

acknowledges receipt on 7 July 2015;

2. HK$6,500,000 within 3 business days of the date of the
obtaining of the in-principal approval of the Resumption
Proposal from the Stock Exchange (Provided that the
Provisional Liquidators shall provide a copy of the in-principal
approval to the Investor within 1 business day of the grant of

the approval); and

8 HK$21,500,000 within 1 business day after the later of:

a) the date of the passing of the Shareholders’ resolutions
of the Company approving the Capital Reorganisation,
the Open Offer, the Share Subscription and the

Whitewash Waiver; and

b) the date on which the orders sanctioning the Schemes of
the Hong Kong Court and the Bermuda Court have been

obtained.

If the Framework Agreement is terminated for any reason, any
remaining balance of the Earnest Money held in the Escrow Account
shall be released to the Investor within 3 business days of the
termination. As at 31 March 2017, the remaining balance was
HK$6,500,000. The amount is settled for the year ended 31 March

2018 according to the restructuring scheme.
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BlAR) &
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SHARE CAPITAL

Authorised:
Ordinary shares of US$0.008 each
At 1 April 2016, 31 March 2017

and 1 April 2017

Share consolidation (note (i))
Increase in authorised share
capital (note (ii)

At 31 March 2018

Issued and fully paid:

Ordinary shares of US$0.16 each

At 1 April 2016, 31 March 2017
and 1 April 2017

Share consolidation (note (i)
Open offer (note (iii)

Share subscription (note (iv))

At 31 March 2018

Notes to the Financial Statements
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For the year ended 31 March 2018 BZ—_Z— \F=A=+—HItFE

SETE

SR TE{E 0.008 3= TV Z B AR

RZZE—X"FOA—A -
—E—+F=A=1+—H
;k=F—tFMA—H

IR & B (B EE (i)

A TE BRI N (BRE Gi))

KRZE-NF=R=+—H

ERITRHME
ERMEE0.16 X THZER
RZZ—R"FMA—A -
—ET—+F=HA=1—H
R—F—+FMH—H
& & BF ()
NS (M3 (i)
BATEEERR D (MTEE (v)

WZE-—NF=RA=+—H

Note:

()

(iif)

(iv)

Share consolidation

On 17 October 2017, the Company completed the share consolidation
by every twenty existing shares of US$0.008 each consolidated into one
consolidated shares of US$0.16 each.

Increase in authorised share capital

On 17 October 2017, the Company’s authorised share capital increased from
US$10,000,000 to US$100,000,000, divided into 625,000,000 consolidated
shares of US$0.16 each by the creation of 562,500,000 new consolidated
shares.

Open offer

On 24 November 2017, the Company conducted an open offer on the
basis of two offer shares for every five consolidated shares by the qualifying
shareholders. Approximately 15,254,000 offer shares were issued at the
US$0.16 offer price, and net proceeds of approximately US$2,441,000
(equivalent to HK$18,988,000).

Share subscription

Pursuant to the Share Subscription Agreement 1 and Share Subscription
Agreement 2, Alpha and Tongfang subscribed 188,134,528 consolidated
shares and 12,711,719 consolidated shares on 27 November 2017 at the
price of US$0.16 per offer share respectively.

27. BAE
Number Amount Amount
of shares equivalent to equivalent to
HERUT  BEERUT
RIDEE E¥SRE EHeE
Us$ HK$
ETT BT
1,250,000,000 10,000,000 77,800,000
(1,187,500,000) = =
562,500,000 90,000,000 700,200,000
625,000,000 100,000,000 778,000,000
762,687,662 6,101,500 47,469,672
(724,558,279) - -
I[SF2ENIES 2,440,602 18,987,880
200,846,247 32,135,399 250,013,408
254,234,383 40,677,501 316,470,960
BT -
0) Rin &5
RZF—tF+AT+LH ARAER
B A% 0.008 £ 7T 2 & = +AER B AR

(i)

(i)

)

BHRER0I6ETZ —REHKRMNHZ
D &bt -

FEINETERAS

R=ZZE—t&F+A+EH BXRQRE
i@ 1 3% 562,500,000 % ¥ & 4f i B
#5 5% TE B 78 £ 10,000,000 3% 7T 3 i =
100,000,000 37T ( 5 /625,000,000 &
BREEO0.16 ETT 2 & HHA1D) °

NHEE

RZZ—tF+—A=+WA - XRAF
REERRRTIHAE ARE GHIR(HER
MR E R 2 EEETRREE - 4
15,254,000 fix 8 & &1 T332 0.16 £ T 2
BEBEIT WEBEMBRBFED
42,441,000 3 7t (185 7 4 18,988,000
BT °

efn SR8
RIEREE ik — R R IHE— - Alpha &
RAFTER-_F—tF+—A=-t+tHAR

REBE0.16 X TR 188,134,528 R & ff
B % 12,711,719 BRE BAR 1D °
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27. SHARE CAPITAL (Continued)

Capital management

The Group’s objectives when managing capital are to safeguard the
Group’s ability to continue as a going concern and to maximise the
return to the owners through the optimisation of the debt and equity

balance.

The Group sets the amount of capital in proportion to risk. The Group
manages the capital structure and makes adjustments to it in the light
of changes in economic conditions and the risk characteristics of the
underlying assets. In order to maintain or adjust the capital structure,
the Group may adjust the payment of dividends, issue new shares,
buy-back shares, raise new debts, redeem existing debts or sell

assets to reduce debts.

The Group monitors capital on the basis of the debt-to-adjusted
capital ratio. This ratio is calculated as net debt divided by adjusted
capital. Net debt is calculated as total debts included interest-
bearing bank borrowings, trust receipt loan, other borrowings and
amount due to investor — Escrow account plus unaccrued proposed
dividends less cash and cash equivalents. Adjusted capital comprises
all components of equity (that is, share capital, share premium,
retained earnings, other reserves and any non-controlling interests)
less unaccrued proposed dividends and includes some forms of

subordinated debts.

The Group’s strategy was to maintain the debt-to-adjusted capital
ratio at the lowest as possible, in order to secure access to finance at
a reasonable cost. The net debt-to-adjusted capital ratio at the end

of the reporting period is as follows:

Total debt AfEasE
Less: cash and cash equivalents il : IRENIREEEY

m
g
%

Net debt Epe

Total equity and adjusted capital 1% %5 4288 K& &S T BE AR AN

B
g

G

Net debt-to-adjusted capital ratio % & f& 48 JH AR A Ly &

According to the Hong Kong Listing Rules on the Stock Exchange, at
least 25% of the Company’s shares should be held in the hands of the

public.
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RAEE
REEEERA S EREREENTE
KEgES - WHEBB{CRREERE R
REBANTHREADE -

AEEBZERLOIEETEASHE - A
SEREEEANES N BREENR
BT IEEE NRHBEENERE o KR
ABERGEE  AEERSABIRER
B BITHR - DB - FIBE
BORAEHRLEEEANRDER -

AREBABEHEARER L R GEE
B o LR ABERF IR AL
BEANGHE - GEHFRNEHAHE(E
EETBRITIEE - FEBIEER - Hits
EERENREESHE-FERP) N
SRR BRI & MR & F B YRS
Ho RRABRERBEMBEERLD (A
RA - B E - BAtEE - At
1 R AT AR SF R A A 28 ) IR FE ME AT R AR
B MERETREREBA -

AEERRERK B EHERABREAN L
ERNERFPRENKT - ABERAEE
RAERES - RIEHRR  FEEYH

ICREEARL R

2018 2017
—E-NF = —ehs
HK$’000 HK$’000
FHET FHET
(Restated)

(#&5E51)

64,830 693,985
(35,548) (30,144)
29,282 663,841
110,940 15,049
26.4% 4,411.2%

RBEZ2EE LTRA > NRF&
L 25% BMERARALIE -
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SHARE OPTION SCHEME

The Company operates a share option scheme 2010 (the “2010
Scheme”) for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Group’s
operations. Eligible participants of the Scheme include the Group’s
directors, including independent non-executive directors, confirmed
employees of the Group, the controlling shareholders and their
associates. The Scheme became effective on 11 February 2010 and,
unless otherwise cancelled or amended, will remain in force for 10
years from that date.

The maximum number of unexercised share options currently
permitted to be granted under the 2010 Scheme is an amount
equivalent, upon their exercise, to 10% of the shares of the Company
in issue at any time. The maximum number of shares issuable under
share options to each eligible participant in the 2010 Scheme within
any 12-month period is limited to 1% of the shares of the Company in
issue at any time. Any further grant of share options in excess of this
limit is subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or substantial
shareholder (as defined in the Listing Rules) of the Company, or to any
of their respective associates (including discretionary trust in which
any Connected Persons are beneficiary), are subject to approval in
advance by the independent non-executive directors. In addition,
any share options granted to a substantial shareholder (as defined
in the Listing Rules) or an independent non-executive director of the
Company, or to any their respective associates, in excess of 0.1% of
the shares of the Company in issue at any time or with an aggregate
value (based on the price of the Company’s shares at the date of
grant) in excess of HK$5.0 million, within any 12-month period, are
subject to shareholders’ approval in advance in a general meeting.

The offer of a grant of share options may be accepted within 21 days
from the date of offer, upon payment of a nominal consideration of
HK$1 in total by the grantee. The grant of 2010 Scheme shall be
made to a participant by letter in such form as the Remuneration
Committee (“RC”), a committee of directors who are duly authorized
and appointed by the Board to administer the 2010 Scheme for the
time being pursuant to the Code of Corporate Governance under SGX
Listing Manual, may from time to time determine.

28.
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(=255 EERSAEHE
MR IELEL BRI A ER2HER
HEE R @R - BN ERSEER
EARBEES (BFEELFTES)
BEARSNAEERES - ERERRR
BENBRAL - FHEH_T—FTF—
HT—BE% - RETEORSHERTSN
BREARZ B R T4 -
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28. SHARE OPTION SCHEME (Continued)

Subject to the provisions of the 2010 Scheme, the Bermuda
Companies Act, the Listing Manual of the SGX-ST and the Hong
Kong Listing Rules, the RC may, when making the offer, impose any
conditions, restrictions or limitations in relation thereto as it may at its

absolute discretion think fit.

The exercise price of share options is determinable by the RC,
but may not be less than the higher of (i) the closing price of the
Company’s shares on a business day as stated in the daily quotations
sheet issued by the Stock Exchange or the closing price of the
Company’s shares as stated in the daily quotations sheet issued by
the SGX-ST; (i) the average closing prices of the Company’s shares
as stated in the daily quotations sheets issued by the Stock Exchange
or the average closing prices of the shares as stated in the daily
quotations sheets issued by SGX-ST for the five consecutive business
days immediately preceding the offer date; or (iii) the nominal value of

a share on the offer date.

Under the 2010 Scheme, if the share options remain unexercised
after a period of 10 years from 11 February 2010, the share options
expire. Share options are forfeited if the employee leaves the Group
before the share options vest. In the event that the grantee ceases to
be a participant for any reason (other than on his death) including the
termination of his employment or engagement on one or more of the
grounds specified in the 2010 Scheme, the options granted to such
grantee will lapse on the date of such cessation (to the extent not
already exercised) and will not be exercisable unless the RC otherwise
determines to grant an extension (which shall not be more than 1
month from the date of cessation) at the absolute discretion of the
RC in which event the grantee may exercise the options within such

period of extension.
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28. SHARE OPTION SCHEME (Continued)

The following share options were outstanding under the 2010

Scheme during the year:

Share Option 1

To an executive director,
non executive directors
and key managements

At 1 April

Forfeited during the year
Lapsed during the year

At 31 March

Share Option 2
To non-executive directors

At 1 April

Forfeited during the year
Lapsed during the year

At 31 March

FBRE
MHITES  FHTES
REZEEERY

REA—H

RERER
RERKH

R=A=1-H

BRE2
MIEHTESRE

REA-H

RERRM
RERKK

R=R=+-H
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28. MERRFESTE|(E)

RIR=F — TR BN E R RIT B4

FENGREN T
2018 2017
Weighted Weighted
average average
Exercise Number of Exercises Number of Date of Vesting Exercise
price  options price  options grant period period
—2-)\F TtF
mERS  BRE  METY BRE
T8 %8 TReE $E RHAE  BEH TS
HK$ HKS
BT BT
0.72 9,000,000 0.72 9,000,000 6Jan2012  vested on 6 Jan 2013 to
6 Jan 2013 10 Feb 2020
Z2-—f RIZ-Zf ZZ-=F
—AKR —RAB%E —A/RAZE
“BCTF
ZATH
(0.72) (9,000,000) = =
- - 0.72 9,000,000
1.11 600,000 1.1 600,000 19 Mar 2012 vested on 19 Mar 2013 to
19 Mar2013 10 Feb 2020
- RIT-=f -“3-=F
=R+NB =A+AR =AthA
5B i 3
—AtH

(1.11) (600,000

1.11

600,000
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28.

20.

SHARE OPTION SCHEME (Continued)

The options outstanding as at 31 March 2017 have a weighted
average contractual life of 2.9 years and the weighted average
exercise price as at 31 March 2017 is HK$0.74. As at 31 March 2018,
the options granted have been forfeited due to the leaving of the
employees for the year ended 31 March 2018.

At the date of approval of these financial statements, the Company
had Nil share options (2017: 9,600,000 share options) outstanding
under the 2010 Scheme, which represented approximately Nil (2017:
1.8%) of the Company’s shares in issue as at that date.

As disclosed in note 2.2, on the basis that the relevant books and
records are either lost or are incomplete before the restructuring
of the Group, no representation is made by the Board as to the
completeness, existence and accuracy of the share option scheme as
at the date of approval of the consolidated financial statements.

RESERVES
(@ Group

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on page 63.

(i) Share premium account

Share premium arose from the issuance of share by the
Company at prices in excess of their par value, and may
be distributed in the form of fully paid bonus shares. The
application of the share premium is governed by section
40 of the Bermuda Companies Act 1981 of Bermuda.

(i)  Share-based payments reserve

The share-based payments reserve represents the fair
value of the actual or estimated number of unexercised
share options granted to Directors and employees of the
Group recognised in accordance with the accounting
policy adopted for equity-settled share-based
payments.
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29. RESERVES (Continued)

(@) Group (Continued)

20. @& (&)

@ A%EE)

(iii)  Foreign currency translation reserve (iii) IPEREEE
The foreign currency translation reserve comprises all SN E M E IR TRE S
foreign exchange differences arising from the translation AINFE T B 755 R 5K T 2 A Y
of the financial statements of foreign operations as Fr A SNE =58 R R g
well as the effective portion of any foreign exchange HNETF R IR B F BRI E A
differences arising from hedges of the net investment B AE el S0 B Z 5 2 B BB
in these foreign operations. The reserve is dealt with in Do ZfEB IR EIREK
accordance with the accounting policies set out in note B 7 2.3(0) B B & 5T R
2.3(0) to the financial statements. BRI o
(iv) Reserve funds (iv) fmEED
Pursuant to the relevant PRC laws and regulations, R IR FE P B R 2 KA
PRC Subsidiaries are required to transfer a certain FoPBENEBARAELE
percentage, as approved by the board of directors, of EgHERER —FELH
their profit after income tax to the reserve funds. These HIBR BT 1S Bl 18 m A = /5
funds are restricted as to use. Ee FHRZEESAR
PRIl o
(b) Company (b) AAF
Share-
based
Share payments Accumulated
premium reserve losses Total
IR A 2 A
BoRER s 23T EE Bt
HK$’000 HK$’000 HK$’000 HK$’000
FET FTHET TR TExT
(Restated) (Restated) (Restated) (Restated)
(&) (&%) (&) (&%)
At 1 April 2016 R=ZF—XRFMA—AH 549,312 610 (51,623) 498,299
Loss and total FABEBREHEEE
comprehensive loss Rk
for the year - - (4,350) (4,350)
At 31 March 2017 and RZ=—T—+t&F=A=+—H
1 April 2017 F—ZE—+FMA—H 549,312 610 (65,973) 493,949
Expense arised from PHABEELENAT
open offer (382) - - (382)
Share option forfeited AR AE 18 W - (610) 610 -
Loss and total FREEREEBERTE
comprehensive loss
for the year - - (753,067) (753,067)
At 31 March 2018 R-Z—N\FE=A=+—8 548,930 —  (808,430) (259,500

RUEIZIRAMR AT o 2018 Fi

127



Notes to the Financial Statements

MIE R M

For the year ended 31 March 2018 BEZ=—Z— \F=A=+—HItFE

30. COMPANY-LEVEL STATEMENT OF FINANCIAL POSITION

FRBEE
R B AR Z&RE

Non-current assets
Investment in a subsidiary

Current assets MEBEE
Amount due from subsidiaries FEUSB A RIFRIA
Prepayments, deposits and other ~ FA{fFIE » & &
receivables Hoh e R IE
Cash and bank balances Re MIRTTARR
Current liabilities mEIEE
Accruals and other payables FERTE A R H A fET FRIE
Amount due to investors FEIEEEFIE
— Escrow account —sEERF

FEAS — T8 2 B 500

Amount due to a subsidiary

Net current assets MENEEFE
NET ASSETS EEFEE
Capital and reserves R
Share capital [N
Reserves i

TOTAL EQUITY HiES

Approved and authorised for issue by the board of directors on 22
June 2018

On behalf of the board

W

Xiong Jianrui
REBI 5
Chairman
e
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30. AREBEZIBIRREK

2018 2017
—E-N\F —T—+tF
HK$’000 HK$’000
FTHET FHET
(Restated)

(% 5E51)

1 20,406

30,195 540,487
- 471
27,529 27
57,724 540,985
753 13,472

- 6,500

1 —

754 19,972
56,970 521,013
56,971 541,419
316,471 47,470
(259,500) 498,949
56,971 541,419

RZBE-N\ENA-t+-_BHE=2H

RIS o

RREFS

Yi Peijian
S8
Excutive Director

HITEE
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MATERIAL RELATED PARTY TRANSACTIONS

In addition to the transactions detailed elsewhere in these
consolidated financial statements, the Group had the following
transactions with the related parties during the year.

Remuneration for key management personnel of the Group, including
amounts paid to the Company’s directors as disclosed in note 9 and
certain of the highest paid employees as disclosed in note 10 is as
follows:

RHES RN

Short-term employee benefits
Total remuneration is included in “staff costs” (see note 8(a)).
The remuneration package for key management personnel of the

Group includes a profit incentive bonus scheme to reward the key
management personnel based on their performance.

31.

EXEEALRS

PR LS A MR M E b 3R 00 &t
ZRH5N  AEBERFRNF AT HEE
ALTHETZRS °

AEETZERAS ZHM (B2EHTE
PR BN T AR R ES KM 10 iR
NFETRSFREEZSB)NT :

2018 2017
—E-)N\F —T—+tF
HK$’000 HK$’000
TERT FHTT
(Restated)

(FEE5)

4,140 4,080

HENABETATE TAAN] A(RHE
8(a)) °

AEET2EEABZHMFEEER

BEBASZREMEZER AR
Bz MEDALEE -
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32. POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS 32. BE-Z—\E=A=+—HILH#F
AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE EEmmEREARERZIERT ~ #FH5]
FOR THE YEAR ENDED 31 MARCH 2018 EHIRREZRETE

ARG B AR R A A T B AR E MR
HERRZ B AT R AR IS AT BB B 75 3R o5

The Group has not early applied the following new and revised IFRSs
that have been issued but are not yet effective:

130

Al

Amendments to IFRS 2 Classification and Measurement of BRI RS ERNFE 257 ARRMTE : A
Share-based Payment Transactions' (1&3T) R EHR S
2B NTE
Amendments to IFRS 4 Applying IFRS 9 Financial Instruments BRI RE LRSS 45 BRI R LR
with IFRS 4 Insurance Contracts' (1831) FOFEMTA
JE R B B 5
WEERIE 457
fRE
IFRS 9 Financial Instruments’ BUPRB  d A SRTA
EeL
Amendments to IFRS 9 Prepayment Features with Negative BB s 2 Al BEamEZTBN
Compensaton? £ 9% (187]) TR
Amendments to IFRS 10 Sale or Contribution of Assets between BPR B iR A % é%&iﬁﬁﬁ%’iﬂ
and IAS 28 on Investor and its Associate or Joint F105% R BB KA ER
Venture? SETERIE 2857 Zé?ﬁ%ixi
(f&3T) &
IFRS 15 Revenue from Contracts with B R B s e o 2 B REERFAHIZI
Customers and Related £ 155% = XARREE AT
Amendments'’
Amendments to IFRS 15 Clarifications to IFRS 15 Revenue from B PR B A s 2 2 B B PR B A s YE A
Contracts with Customers’ £ 155 (18F]) E15RETFH
H& RIE £
ARERE!
IFRS 16 Leases? B PR B 5 R S 2 &2
1658
IFRS 17 Insurance Contracts* B B s 2 2 REBEH
ER VA
Amendments to IAS 28 Long-term Interests in Associates and B2 ERE 285  REEARREE

Amendments to IAS 40

Z-OBEE HOLDINGS LIMITED o

Joint Ventures?

Transfers of Investment Property’

Annual Report 2018
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POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS
AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE
FOR THE YEAR ENDED 31 MARCH 2018 (Continued)

The Group has not early applied the following new and revised IFRSs
that have been issued but are not yet effective (Continued):

IFRIC 22 Foreign Currency Transactions and
Advance Consideratioin’
IFRIC 23 Uncertainty over Income Tax

Treatments?
Amendments to IAS 28 As part of the Annual Improvements to
IFRSs 2014-2016 Cycle!

Amendments to IFRSs Annual Improvements to IFRSs

2015-2017 Cycles?

1 Effective for annual periods beginning on or after 1 January 2018
2 Effective for annual periods beginning on or after 1 January 2019
3 Effective for annual periods beginning on or after a date to be determined
4 Effective for annual periods beginning on or after 1 January 2021

The Group is in the process of making an assessment of what the
impact of these amendments and new standards is expected to
be in the period of initial application. So far it has concluded that
the adoption of them is unlikely to have a significant impact on the
consolidated financial statements.

IMMEDIATE AND ULTIMATE CONTROLLING PARTY

At 31 March 2018, the directors consider the immediate and ultimate
controlling parties of the Group to be Alpha Professional Development
Limited and Mr. Yi Peijian and Mr. Xiong Jianrui respectively, the
immediate controlling company is incorporated in the British Virgin
Islands. Neither of them produces financial statements available for
public use.

32.

33.

BE—_ZE-NE=HA=t+—HLHE
ECEME S RER2IEET ~ #5]
ERIG R RS2 (E)

REE W EIRF AT ERME R
R 2 #R] R AR A& AT B B 75 i 5 A A
(&) :

BB SR s 2R INER 5 R FE A
BEE2RRE RE!
BRI RERER PRSI IE M T
BERE3RRE 2
Bl S =gl e BIRR AT
5 28%% (185T) RERA-F
—mEE-F
—NFRHZEF
e !
BPR BT 75 R o 2R BB B 15 S 22l
(37) “T-RERE=
T—+FEH
FREIE?
1 R-Z—N\F—A—BRBRRAEZF
FEHARIAERY
2 RZZ-—NF—A—BRBRIARZF
FEHIRRAE A
3 R E 2 B HIRRaA R 2 FEH
R -
4 RZZE——F—A—BRRIARZF
JE AR AR o
REE R IS ZEER] R ERITERAR

BRERANBRANEEZZEETA
flr o 25 RBBRMZFIERT R
RAREHARE M BRRELEATE -

HERRKRERALT

RZZE-—NF=ZA=1T—0H EFRAR
REENBEEZERSEERALD IR
Alpha Professional Development Limited
AR B IEEI A RARRIIR R - B
AR R BN BB LB S ML » 5
BERRAIH AR 2 BRI TEHRE
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Five-Year Financial Summary

hIEMBERE

A summary of the results and of the assets and liabilities of the Group NEBBRBERAAFBREENEEUAREER

for the last five financial years, as extracted from the published audited BERE (A AMANKEEXLLS TSR
consolidated financial statements and restated/reclassified as appropriate, = WKEESEN BB HHMT o

is set out below.
RESULTS 1

Yearended  Yearended  Yearended  Yearended Year ended
31 March 31 March 31 March 31 March 31 March
2018 2017 2016 2015 2014
“B-N\f Tt -ET-XE "E-nf —ZT-ME
=f=+t-B =R=t-B ZA=+—-H Z=A=t-H Z=A=1-8
JIR:3:5 58 L& IH5E 5B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T THr T T T

Revenue WA 293,292 178,764 99,179 - 1,026,110

(LOSS)/PROFIT FOR THE YEAR £ (), %R (175,728) 10,696 201 (393700  (613676)

Attributable to: FEfh :

Owners of the Company ARAEBA (175,632) 10,696 2,921 (393,709) (613,676)

Non-controlling interests FEfRiER (96) - - - -
(175,728) 10,69 2091 (393700  (613676)

ASSETS AND LIABILITIES AND NON-CONTROLLING INTERESTS BENRBEURFERERS

As at As at As at As at As at
31 March 31 March 31 March 31 March 31 March
2018 2017 2016 2015 2014

“E-\f ZEFtF T F  E2-nfF R DF
ZR=t-8B ZA=t-B ZA=t+-B ZA=+-B ZA=t-H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TER TR TR TR

Total assets BEE 175,770 709,034 707,596 651,038 1,144,424

Total liabilities BaE 64,830 693,985 (703,233) (649,596) (749,273

110,940 15,049 4,363 1,442 395,151

Non-controlling interests FIRRER 504 - - - -
* For the year ended 31 March 2014, 2015 and 2016, all currency figures shown in * BT NF - —T—AFK-_ZT—X F=A
financial statements are previously presented in United States dollar (USD$). =+—HILFE - RUMBREMRHAE &S

FIEANGIAETT (RTT) FIR »

The Group then presented in Hong Kong Dollars (HK$) by translated US$ to HK$ at REBEBRETHATER : 7.8 HKET
1: 7.8, which is the same as the functional currency of the Group. () (BIEAREEMNEEEMEHER) FIR °
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