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MANAGEMENT DISCUSSION AND ANALYSIS

Business review

As at 31st March, 2018, the Group recorded a turnover of HK$1,928,320,000
(2017: HK$2,017,450,000), representing a decrease of 4.4% as compared with the
same period last year. Included in the amount of turnover, HK$1,573,867,000
(2017: HK$1,604,151,000) was generated by cosmetics business, representing a
decrease of 1.9% over the same period last year and 81.6% of the Group’s total
turnover (2017: 79.5%). The gross profit margin of cosmetics business for the
year was 31.7%, representing a decrease of 1.1 percentage points as compared
with 32.8% for the same period last year. The turnover of fashion business
reached HK$354,453,000 (2017: HK$413,299,000), representing a 14.2% decrease
as compared with the same period in the previous year. The gross profit margin
of fashion business was 70.1%, representing an increase of 3 percentage points
as compared with 67.1% for the same period last year. The Group recorded a
profit of HK$5,262,000 during the year (2017: a loss of HK$25,894,000). The
turnaround from loss to profit was partly attributable to the improvement in
financial performance regarding cosmetics business segment during the second
half of 2018 financial year which resulting in the decrease in loss derived from
such business segment as a whole for the year ended 31st March, 2018. The
Group’s cosmetics business recorded a segment loss of HK$6,083,000 for the
year (2017: a loss of HK$14,634,000). The financial performance of the fashion
business segment remained stable as compared with last year. The fashion
business recorded a segment loss of HK$8,209,000 for the year (2017: a loss of
HK$8,003,000). Whereas, an increase in fair value of investment properties of
HK$31,630,000 was recorded for the year (2017: HK$9,937,000). It was mainly
attributable to the appreciation of a whole floor property located at G/F, No. 86
San Hong Street North New Territories, Hong Kong.
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Cosmetics Business

As at 31st March, 2018, the Group had 84 Colourmix stores (31st March,
2017: 90 stores) and 8 MORIMOR stores (31st March, 2017: 7 stores). For
Colourmix stores, 78 stores were located in Hong Kong, 5 stores were
in Macau, and 1 store was in China. The Group opened new stores in
prime locations to enhance the store image. The Group has opened a new
MORIMOR store in the shopping mall of The Venetian Macao Resort Hotel
at the end of November, 2017, which is the first MORIMOR store outside
Hong Kong. It is expected that the market presence and popularity of
MORIMOR stores will be further enhanced through its brand-new image

in quality and trendy cosmetics. As for the products, the Group has also
continuously enriched the product mix and increased best-selling trendy
beauty products to satisfy customers’ demand. During the year under review,
the overall consumption of cosmetics in Hong Kong and Macau regions in
the second half of the year picked up once again. The Group’s cosmetics
turnover in the second half of the year increased by 8.2% as compared with
the same period last year. The Group recorded a segment profit for the
third quarter and the fourth quarter of the 2017/2018 financial year. The
above factors resulted in decrease of segment loss for the cosmetics business
as compared with last year, demonstrating a gradual improvement of the
Group’s operation and profitability in the second half of the year. The
cosmetics business for the year recorded a segment loss of HK$6,083,000
(2017: a loss of HK$14,634,000). During the year, cosmetics retail business
recorded a turnover of HKS$1,573,867,000 (2017: HK$1,604,151,000),
representing a decrease of 1.9% and accounting for 81.6% of the Group’s
total turnover. The gross profit margin of the cosmetics business for the year
was 31.7%, representing a decrease of 1.1 percentage points as compared with
32.8% for the same period last year.
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Fashion Business

As at 31st March, 2018, the Group had 101 fashion stores in Hong Kong,
Macau and the Mainland China (31st March, 2017: 119 stores). The
decrease in the number of stores as compared with the same period last
year was mainly attributable to the restructuring of its retail network by
the Group in overseas markets during the year, particularly in Singapore
market to alleviate the negative impact on the overall results of fashion
business. During the year under review, the fashion retail market in Hong
Kong remained weak, resulting in a decline of 14.2% in the turnover of the
Group’s fashion business. Nevertheless, the gross profit margin of fashion
business increased by 3 percentage points to 70.1% as compared with
the same period last year. It was mainly attributable to the reduction in
production costs due to the Group’s stringent control over procurement and
production costs. The financial performance of the fashion business remained
stable during the year. The fashion business recorded a segment loss of
HK$8,209,000 (2017: a loss of HK$8,003,000).
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Fashion Business — Hong Kong and Macau Market

The fashion retail business in Hong Kong and Macau accounted for 89.4%
of the Group’s total turnover in fashion business. During the year ended
31st March, 2018, the turnover of Hong Kong and Macau market reached
HK$316,840,000 (2017: HK$360,158,000), representing a decrease of 12% as
compared with the same period last year. The gross profit margin of Hong
Kong and Macau regions was 71%, an increase by 1.5 percentage points as
compared with 69.5% in the same period last year. As at 31st March, 2018,
the Group had a total of 76 stores in Hong Kong and Macau (31st March,
2017: 85 stores).
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Fashion Business — Singapore Market

The retail business in Singapore recorded a turnover of HKS$9,385,000
(2017: HK$25,942,000) for the financial year, representing a decrease of
63.8% as compared with the same period last year, mainly attributable to
the Group’s discontinuation of its fashion retail operation in Singapore. The
Group ceased its fashion retail operation in Singapore at the end of October,
2017 to reduce the negative impact on the overall performance of fashion

business. There were 5 stores as of 31st March, 2017.
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Fashion Business — China Market

The turnover of the China market for the year under review reached
HK$28,228,000 (2017: HK$27,150,000), representing an increase of 4% as
compared with the same period last year. As of 31st March, 2018, the Group
had a total of 25 Veeko and Wanko stores in China (31st March, 2017:
29 stores). Through the successive closing down of its under-performing
stores in the China market, the Group has increased its overall operational
efficiency. Apart from the conventional physical retail network, the Group
had distribution channels through a number of e-commerce platforms such as
Tmall.

Prospects

The Group expects the retail market of Hong Kong to improve gradually.
Under the challenging environment, the Group is cautiously optimistic
about its future development, and will continue to seek opportunities for
growth and monitor closely the changes in market trend. The management
will continue to monitor the future market closely for change directions and
uncertainties and take appropriate measures accordingly. In the meantime,
the Group will remain prudent in its financial and operational management
through stringent costs control and will further optimise its inventory
management, so as to lower inventory costs and overall logistic costs, and
enhance inventory efficiency. Beauty products and cosmetics products have
become an important part in most people’s daily life. Looking ahead, the
Group will continue to commit to the enrichment of the cosmetics product
portfolio, as well as increasing trendy beauty products with exclusive
distributorship, conducting staff training on enhancing shopping experience
to attract more traffic, increase competitiveness, and improve business
performance and profitability.
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Prospects( Continued)

The cosmetics business has improved its performance in the second half of
the 2017/2018 financial year. The turnover in the second half of the year
increased as compared with the same period last year and a segment profit
was recorded. During the period from 1st April, 2018 to 23rd June, 2018, its
sales of comparable stores recorded an increase of approximately 8.6% as
compared with the same period last year.

Regarding the fashion retail business, the Hong Kong and Macau market
accounted for 89.4% of the total turnover of the fashion business of the
Group. The fashion retail business will continue to focus primarily on the
Hong Kong and Macau market in the future. To meet constantly changing
needs in the market and search for opportunities, the Group will continue to
focus on strengthening product designs and enhancing customers’ shopping
experience. The Group has ceased its fashion retail operation in Singapore
to reduce the negative impact on the overall performance of fashion
business, as well as to better allocate the resources of the Group to its other
businesses. The Group will continue to be cautious in the adjustment of the
store portfolio, by deploying the resources to profitable stores and improving
retail operation in the stores. During the year under review, the Group has
phased out the Zhuhai production plant and redeployed its production
resources to the self-owned production plant in Shantou. It is believed
that this will further enhance the cost effectiveness of its overall fashion
production. As the cost incurred in closing down the Zhuhai plant (which
included severance payments to the employees and other necessary costs) has
been accounted for in this year, the financial performance for the year was
inevitably affected on a temporary basis. However, such measures can further
reduce production cost in the future, increase gross profit for the fashion
retail business and bring long term benefits to cost control of production.
With the restructuring of production resources, the capacity of the self-owned
production plant in Shantou can be better utilised. The Group rented out
certain floors of the Shantou plant in the second half of the financial year for
rental income. The Group also plans to continue the renting out of certain
floors in the next financial year, which is expected to bring better returns to
the Group.

2018 F#k




VEEKO INTERNATIONAL HOLDINGS LIMITED

TRHES

Chairman’s Statement

RE(#E)

EEBEEEERBEEHES RigEIHES
K - @IS LERREHEEERMT
A BERERREIEER 2 EHEE R
BN EEEHERAEHHORESE
BEERRBEER - BILER - SEEER
BAER 2Lt RIS FHER - LEEDE
BB EHSHERMIHEERNE 12
FHEERBEEN R - KETTERRIREH
B PZEEREYEEMBSIA - Lt
S EETEHNEABIANERFNL
A RARRFFERERBRITIF AR - E—
TRA BRI REROCEBNRER
B R -

RBEERMBER

MRAFER EEZEEESSHBEE-ZT
—tE=HB=+—H1E2Z300,743,000#& T
HANZE311,550,0005 7T ©

MAREER » AEBZRE RIRITHEER
(F2RBETRARY)A65,168,000E T
(ZE—tHE=B=+—H : 86,112,000
BIL) c RMEBRRTES(EEAEBT)A
269,206,000 T( —E—EF=A=+—
B 300,132,000 7T ) °

RAREER  AEBZRENLEERE
1845 (Z2E—tEF=A=+—H:1.77
&) MBELRAEII(ZE—EE=
B=4+—H:043) PIRAEHREES
18 %8269,206,0008 T (ZE—tF=H
=—+—8 300,132,000 7T ) L R fBH#E
718,905,000 ( —FE—tF=A=+—
B : 699,447,000 7T )51 & ©

HRZIEBE—N\FE=A=+—H8 Xx&H
Z $RAT AL & B BE 5357,810,0003 7T (=
E—tHF=HA=+—H :367,567,000%
) ERAEBCHAZHMELSTEA
286,523,000 T( —E—LEF=A=+—
B : 323,730,000 7T ) °

Annual Report 2018

Prospects( Continued)

The Group will continue to be cautious in adjusting its store portfolio and
reviewing rental levels. Given the downward adjustments of rental rates for
certain stores in the market, the rental pressure for stores with expiring lease
terms will be reduced, and the Group will achieve better results in controlling
rental cost. Meanwhile, the Group will close down under-performing
cosmetics stores and identify prime locations with lower rents for new stores
in order to improve overall operation efficiency. The Group also constantly
explores for investment opportunities with an aim to increase rental income
through investments in properties. In addition, the Group will also strive to
uplift its competitiveness, in order to lay a solid foundation for the Group’s
sustainable growth in the future, to further increase its overall profits and to
maintain a healthy growth in its core business in the long run.

Liquidity & Financial Resources

The Group’s working capital increased from HKS$300,743,000 as at 31st
March, 2017 to HK$311,550,000 for the year end.

At the end of the reporting period, the Group’s cash and bank balances
(mainly in Hong Kong dollar and Renminbi) amounted to HK$65,168,000
(31st March, 2017: HK$86,112,000). The outstanding bank borrowings
(mainly in Hong Kong Dollar) amounted to HK$269,206,000 (31st March,
2017: HK$300,132,000).

At the end of the reporting period, the current ratio was 1.84 times (31st
March, 2017: 1.77 times) and the gearing ratio of the Group was 0.37
(31st March, 2017: 0.43) which was calculated based on the Group’s total
borrowings of HK$269,206,000 (31st March, 2017: HK$300,132,000) and the
total equity of HK$718,905,000 (31st March, 2017: HK$699,447,000).

At 31st March, 2018, the Group had banking facilities amounting
to HK$357,810,000 (31st March, 2017: HK$367,567,000), of which
HK$286,523,000 (31st March, 2017: HK$323,730,000) was utilised by the
Group.
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Foreign Exchange Exposure

Several subsidiaries of the Company have foreign currency purchases (mainly
in United States Dollar and Euro), which expose the Group to foreign
currency risk. Approximately 22% (2017: 29%) of purchases costs are in
foreign currencies for the year. The management closely monitors foreign
exchange exposure and will consider hedging significant foreign currency risk
by entering into forward contracts should the need arises.

Pledge of Assets
At the end of the reporting period, the amount of assets pledged by the

Group to certain banks to secure general banking facilities granted to the
Group was HK$259,969,000 (31st March, 2017: HK$237,622,000).

Contingent Liabilities

At 31st March, 2018, the Company had provided guarantees of
HK$450,500,000 (31st March, 2017: HK$450,822,000) to certain banks in
respect of banking facilities granted to certain subsidiaries of the Company.

Staff & Remuneration Policies

At 31st March, 2018, the Group had approximately 1,800 employees (31st
March, 2017: approximately 2,200). The Group mainly determines staff
remuneration (including insurance and medical benefits) in accordance with
the industry’s practices. The Group also implemented a reward scheme for
its staff based on their individual performance. In addition to their basic
remuneration and welfare, some key employees were granted share options as
reward and incentive to enhance their loyalty to the Group.

Appreciation

On behalf of the Board, I would like to extend my heartfelt thanks to all
the employees for their devotion, contribution and diligence and my deepest
gratitude to all the shareholders, customers, suppliers and business partners
for their continuous support. I sincerely hope that all of you will continue to
contribute to the success of the Group.

Cheng Chung Man, Johnny

Chairman

Hong Kong, 26th June, 2018
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Annual Report 2018

The directors present their annual report and the audited consolidated
financial statements of the Company for the year ended 31st March, 2018.

Principal Activities

The Company is an investment holding company. The principal activities of
its principal subsidiaries are set out in note 30 to the consolidated financial
statements.

Business Review

Review and Performance of the Year and Principal Risks and Uncertainties

A review of the business of the Group during the year and its future
development, an analysis of the Group’s performance using financial
key performance indicators and a description of the principal risks and
uncertainties facing the Group are provided in the “Chairman’s Statement”
section on pages 4 to 11 of this annual report, which constitute part of this
directors’ report. The capital risk management and financial risk management
objectives and policies of the Group are shown in notes 31 and 32b to the
consolidated financial statements.

Environmental Policies and Performance

The Company is committed to the sustainable development of the
environment and our society. The Group has endeavoured to comply with
laws and regulations regarding environmental protection and adopted
effective environmental policies to ensure its projects meet the required
standards and ethics.

Compliance with Relevant Laws and Regulations

During the year under review, as far as the Board and management are
aware, there was no material breach of or non-compliance with the applicable
laws and regulations by the Group that has a significant impact on the
businesses and operations of the Group.

Key Relationships with Stakeholders

The Company recognizes that our employees, customers and suppliers and
business associates are key stakeholders to the Company’s success. We
strive to achieve corporate sustainability through engaging our employees,
providing quality products and services to our customers, collaborating with
business partners (including suppliers and contractors) to deliver quality
sustainable products and services and supporting our community.
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Results and Appropriations

The results of the Group for the year ended 31st March, 2018 are set out in
the consolidated statement of profit or loss and other comprehensive income
on page 49 of the annual report.

An interim dividend of HKO.5 cent per share amounting to HK$11,944,000
was declared for the year. Out of the amount, HK$2,053,000 was settled
by way of cash dividend and the remaining amount was settled by way of
scrip to the shareholders during the year. The directors have recommended
the payment of a final dividend of HKO.5 cent per share amounting to
HK$12,288,000 to the shareholders. Upon approval by the shareholders
at the forthcoming annual general meeting of the Company (“AGM”), the
proposed final dividend will be paid to the Shareholders whose names appear
on the register of members as at 17th September, 2018, in cash with a scrip
option.

Share Capital

Details of movements in the share capital of the Company during the year are
set out in note 23 to the consolidated financial statements.

Distributable Reserves of the Company

In the opinion of the directors, the Company’s reserves available for
distribution to its shareholders as at 31st March, 2018 comprise of
contributed surplus amounting to HK$53,135,000 (2017: HK$53,135,000)
and retained profits amounting to HK$4,627,000 (2017: HK$1,037,000)
provided that, after the distribution, the Company will be able to pay its
debts as they fall due in the ordinary course of business.
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Directors

The directors of the Company during the year and up to the date of this
report were:

Executive directors

Mr. CHENG Chung Man, Johnny ( Chairman)
Ms. LAM Yuk Sum ( Chief Executive Officer)

Independent non-executive directors

Dr. FOK Kam Chu, John
Mr. LAM Man Tin
Mr. YEUNG Wing Kay

In accordance with article 108 of the Company’s Articles of Association,
Mr. Cheng Chung Man, Johnny, Dr. Fok Kam Chu, John and Mr. Lam
Man Tin shall retire by rotation at the AGM and, being eligible, will offer
themselves for re-election.

Directors’ Service Contracts

Each of the executive directors has entered into a service agreement with
the Company for a term of three years which should be renewable for each
term of three years until terminated by either party by three months’ prior
written notice. Each of the independent non-executive directors has signed an
appointment letter with the Company for a term of two years.

Save as disclosed above, none of the directors being proposed for re-election
at the AGM has a service contract with the Company or any of its
subsidiaries which is not determinable by the Group within one year without
payment of compensation, other than statutory compensation.
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Management Contracts

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into or
existed during the year.

Permitted Indemnity Provision

During the year and up to the date of this directors’ report, a permitted
indemnity provision (as defined under section 469 of the Companies
Ordinance Cap. 622 of Laws of Hong Kong (“Companies Ordinance™)), for
the benefit of the directors of the Company has been and is still in force.

Biographies of Directors and Senior Management

Executive directors

Mr. CHENG Chung Man, Johnny, aged 61, is the chairman of the Group.
He is also the chairman of the nomination committee and a member of the
remuneration committee of the Board. He established the Group in 1984
and is responsible for the overall strategic planning and formulation of
corporate policies of the Group. Mr. Cheng has over 34 years of experience
in the manufacturing and retail business. Mr. Cheng was awarded the Young
Industrialist Awards of Hongkong in November 2001 and the Ernst & Young
Entrepreneur Award of the Year 2012 China in November 2012. He is the
husband of Ms. Lam Yuk Sum.

Ms. LAM Yuk Sum, aged 58, is the chief executive officer of the Group
and a member of each of the remuneration committee and nomination
committee of the Board. She is responsible for the day-to-day management
of the Group, specifically the merchandising management and design and
product development. She joined the Group in 1987 and has over 31 years of
experience in fashion design and retail business. She is the wife of Mr. Cheng
Chung Man, Johnny.

Independent non-executive directors

Dr. FOK Kam Chu, John, aged 68, has been an independent non-executive
director of the Company since 24th March, 2011. He is also a member of
each of the audit committee, remuneration committee and nomination
committee of the Board. He holds a doctor degree in enterprise management,
a master degree in business administration and a bachelor degree in laws. He
is an associate member of the Institute of Financial Accountants in United
Kingdom, a registered financial planner of the Society of Registered
Financial Planners in Hong Kong and in Mainland China as well as a
certified risk planner of The Institute of Crisis & Risks Management in Hong
Kong. Dr. Fok has over 40 years’ experience in banking and management.
Currently, he serves as an independent non-executive director, a member
of each of the audit committee, nomination committee and remuneration
committee of Dynamic Holdings Limited, a company listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
(stock code: 29).
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Mr. LAM Man Tin, aged 59, has been an independent non-executive director
of the Company since 2nd February, 2016. He is also a member of each of
the audit committee, remuneration committee and nomination committee of
the Board. He graduated from the University of Hull with a master degree
in strategic marketing (distance learning) in July 1996. Mr. Lam joined
Aeon Stores Co., Ltd. in 1992 and has over 20 years of experience in retail
and service industries. He was an executive director of Aeon Stores (Hong
Kong) Co., Limited (“Aeon Stores HK”), a company listed on the Main
Board of the Stock Exchange (stock code: 984) from May 1999 to May 2012.
Mr. Lam served as the managing director of Aeon Stores HK from May
2006 to May 2012. Following his resignation from the board of directors of
Aeon Stores HK, he was engaged as a consultant of Aeon Stores HK until
September 2012. Mr. Lam has been the chief executive officer strategist of
Shirble Department Store Holdings (China) Limited, a company listed on the
Main Board of the Stock Exchange (stock code: 312) since September 2013.
Mr. Lam was an independent non-executive director, a member of each of
the audit committee and the remuneration committee and the chairman of
the nomination committee of S. Culture International Holdings Limited, a
company listed on the Main Board of the Stock Exchange (stock code: 1255)
from May 2013 to July 2017. He is also the founding member of the Hong
Kong Yau Yat Chuen Lions Club.

Mr. YEUNG Wing Kay, aged 65, has been an independent non-executive
director since 17th September, 2004. He is also the chairman of each of
the audit committee and remuneration committee and a member of the
nomination committee of the Board. He is a Certified Public Accountant
(Practising) and has been a partner of Yeung & Cheuk, a firm of Certified
Public Accountants in Hong Kong for over 20 years. He graduated from
the Chinese University of Hong Kong with a degree of Bachelor of Social
Sciences.

Senior management

Ms. WONG Chi Ying, aged 49, is the financial controller of the Group and
also the company secretary of the Company. Prior to joining the Group
in July 1996, Ms. Wong worked in an international accounting firm for
about four years. She holds a bachelor degree in accountancy from the City
University of Hong Kong. She is a fellow member of the Association of
Chartered Certified Accountants in the United Kingdom and an associate
member of the Hong Kong Institute of Certified Public Accountants.

Equity-Linked Agreements

Save as the Share Option Scheme set out below, during the year ended
31st March, 2018, the Company did not have newly entered or existing
equity-linked agreements.
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“2-=#tAtAH

7th October, 2013

“Z—=%+AtH

7th October, 2013

“Z-WENA=+AA

25th April, 2014

~F-MEMA=+EA

25th April, 2014

“Z-tF-ANRA

9th January, 2017

“EZ-tF-ANA

9th January, 2017

Share Option Scheme

note 26 to the consolidated financial statements.

2018:

fTERFHEH
Vesting period

“_Z-=Ft+AtAZE
—E-R"E+AAH
7th October, 2013
to 6th October, 2016

_E-=F+AtHE
“Z-\F+AXH
7th October, 2013
to 6th October, 2018

“E2-NENAZ+ARE
—Z-tHFNA-+MNH
25th April, 2014
to 24th April, 2017

“Z-MFENA—+AHE
“Z-NENAZ+MIA
25th April, 2014
to 24th April, 2019

“Z—tE-ANEE
“Z-Z2F-ANH

9th January, 2017 to
8th January, 2020

_Z—tH5-ANHE
“_2__%-ANH

9th January, 2017 to
8th January, 2022

TEHRE

Exercisable period

“E-RE+RAtHE
ZZ-N\E+AXH
7th October, 2016
to 6th October, 2018

—Z-\F+RtRE
ZZZF+AKA
Tth October, 2018
to 6th October, 2020

“EZ-tFMA-+AHE
“Z-hEWNAZ+MA
25th April, 2017
to 24th April, 2019

“Z-nFNA-+HHZE
—E_—FNA-+WNAH
25th April, 2019
to 24th April, 2021

“Z_ZF-ANRE
“E2-"F-ANH

9th January, 2020 to
8th January, 2022

“EZ-"F-RAHE
“Z-ME-ANR

9th January, 2022 to
8th January, 2024
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BRITHEE
Exercise
price

per share

0.2250& 7T
HK$0.2250

0.22508 7T
HK$0.2250

0.30003& 7T
HK$0.3000

0.30003& 7T
HK$0.3000

0.183287T
HK$0.1832

0.183237T
HK$0.1832
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Pursuant to the AGM of the Company held on 30th August, 2013, the
Company approved and adopted a share option scheme.

Particulars of the share option scheme adopted by the Group are set out in

No options were granted to the directors or substantial shareholders of the
Company during the year or outstanding under the share option scheme.

The following table discloses details of options held by employees of the
Group and movements in such holdings during the year ended 31st March,

RZE—tF RZB—N\F
mE—B  REEA =B=+—H
ik Eid BT E
Balance Cancelled Outstanding

at during at
1.4.2017 the year 31.3.2018
15,960,000 (1,200,000) 14,760,000
15,960,000 (1,200,000) 14,760,000
2,120,000 - 2,120,000
2,120,000 - 2,120,000
3,000,000 - 3,000,000
3,000,000 - 3,000,000
42,160,000 (2,400,000) 39,760,000
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At the date of this report, the total number of shares to be issued upon
exercise of the outstanding options is 34,760,000. The outstanding options
represent approximately 1.4% of the issued share capital of the Company at
the date of this report.

Directors’ and Chief Executive Officer’s Interests in Shares,
Underlying Shares and Debentures

As at 31st March, 2018, the interests of the directors and the chief executive
officer in the shares, underlying shares and debentures of the Company and
its associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”)), as recorded in the register maintained by
the Company pursuant to Section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code™)
contained in the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”), were as follows:

AATE BT
& N=E ]
FiFE e &7 Percentage of
15 e LEREE the issued
Capacity/ Number of issued share capital
EEHE Name of director Nature of interest ordinary shares held of the Company
BRSEC e A Mr. Cheng Chung Man, Johnny  Al##A 1,353,683,384
Founder (HsE)
(Note)
BERHEA 179,790,762
Beneficial owner
1,533,474,146 62.40%
MEHZL T Ms. Lam Yuk Sum EEERmA 1,353,683,384
(7THAEZG ) ( Chief Executive Officer) Beneficiary of Trust (BtzE)
(Note)
BEREHEEA 264,917,303
Beneficial owner
1,618,600,687 65.86%
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Note: These 1,353,683,384 shares are beneficially owned by Silver Crown Profits

Limited (“Silver Crown”). The shares in Silver Crown are in turn held
by the trustee of The J Cheng Family Trust, a discretionary trust, the
discretionary objects of which include family members of Mr. Cheng
Chung Man, Johnny and Ms. Lam Yuk Sum.

Other than disclosed above and certain nominee shares in subsidiaries held
by certain directors in trust for the Group, none of the directors and the chief
executive officer had any interests or short positions in the shares, underlying
shares and debentures of the Company or any of its associated corporations
(within the meaning of part XV of the SFO) as at 31st March, 2018, as
required to be recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

Directors’ Rights to Acquire Shares or Debentures

Other than the share option scheme of the Company, at no time during the
year was the Company, its holding company or any of its subsidiaries or
fellow subsidiaries, a party to any arrangements 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.

Independence of Independent Non-Executive Directors

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 Listing Rules. The Company considers that all of the independent

non-executive directors are independent.

Directors’ Interests in Transactions, Arrangements or Contracts
of Significance

No transactions, arrangements or contracts of significance, to which
the Company, its holding company or any of its subsidiaries or fellow
subsidiaries was a party and in which a director of the Company or an entity
connected with a director (as defined under Section 486 of the Companies
Ordinance) had a material interest, whether directly or indirectly, subsisted at

the end of the year or at any time during the year.
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Name of shareholder

Silver Crown

Well Feel Group Limited
(“Well Feel”)

S HERSMEE

Capacity/Nature of interest

Substantial Shareholders’ Interests in Shares, Underlying Shares
and Debentures

Other than disclosed above under the section headed “Directors’ and Chief
Executive Officer’s Interests in Shares, Underlying Shares and Debentures”
and other substantial shareholders’ interests disclosed in the following table,
at 31st March, 2018, the register of substantial shareholders maintained by
the Company pursuant to Section 336 of the SFO showed that the Company
had not been notified by any persons (other than the directors and the chief
executive officer) of any other relevant interests or short positions in the

shares, underlying shares and debentures of the Company.

AATE BT

BABSE

FFEERITEBIREE Percentage of the
Number of issued issued share capital

ordinary shares held of the Company

BREEEA 1,353,683,384 55.08%
Beneficial owner
PHI 2R (HE) 1,353,683,384 55.08%
Interest of a controlled

corporation (Note)
S3EAN (HzE) 1,353,683,384 55.08%

HSBC International Trustee

Limited (“HSBC International”) Trustee (Note)

iofza

Silver CrownZ 2282 21 TAX A Well Feel
%795 » MWell Feel/YHSBC International
ZEEMBAT -RBESRPEEL
EEXVER £ Z #5E » Well Feel RHSBC
International# B #% iR {E 52 5% & HSilver
Crown#i BB ZFIBEARARRKRDHEHES
LS o
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Note:

The entire issued share capital of Silver Crown was held by Well Feel which in
turn was a wholly-owned subsidiary of HSBC International. By virtue of the
provisions of Part XV of the SFO, each of Well Feel and HSBC International was
deemed to be interested in all the shares of the Company in which Silver Crown
was interested.

colourmixe MoriMor O VeCK)  Wanko




BEBEREREBRA A

ESERES
Directors’ Report

IREFRRMES
WAEER » AEEAAGREREA R
R RAEE A AT S AL RS
0 DR ORAEE S FAIRWE R A2
EHAMI0% °

BEE KENRBEHRBALHBESAHR
o BEEARARESBITREGES WL ERE
fIRER @ MEEAEEERNAAE S
FERS BB (R I RERE -

BEBEE
FARMAMERMA NI BB (AL
REMA L2 AAEE ) ERAG > 195
A A RS AIR B AA A R R BRR
85 B EE 2R A -

BE - HENEEAAFR
LHES

RAFERN  AARNEEAHEA RS
WA - HESEEEAAARN LHE
o

B = ELSR
FEEERELN B2 EBEEFHE
BRREEEZRE  HERENHT -

AAREEZHENEHFMEEE2RA
NREZAEEEE  ERNRBRAIMLERZ
MM BBERAEEGRHES -

AR EHFRM—IRMBARER S (FANE
ERGERREEZEREENE  MAREE
ZFEHER RSB mERMEE20 o

colourmixey MoriMor O  VeCK)  Wwdnko

Major Customers and Suppliers

During the year, the aggregate purchases attributable to the Group’s five
largest suppliers and the aggregate sales attributable to the Group’s five
largest customers were less than 30% of the Group’s total purchases and total
sales for the year, respectively.

None of the directors, their close associates or any shareholders of the
Company (which to the knowledge of the directors own more than 5% of the
Company’s issued shares) had an interest in any of the Group’s five largest
customers or suppliers.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s Articles
of Association, or the applicable laws of the Cayman Islands, being the
jurisdiction in which the Company was incorporated, which would oblige the
Company to offer new shares on a pro-rata basis to existing shareholders of
the Company.

Purchase, Sale or Redemption of the Company’s Listed
Securities
During the year, neither the Company nor any of its subsidiaries purchased,

sold or redeemed any of the Company’s listed securities.

Emolument Policy
The emolument policy of the senior management of the Group is set up by
the Remuneration Committee on the basis of their merit, qualifications and

competence.

The emoluments of the directors of the Company are recommended to the
Board by the Remuneration Committee, having regard to the Company’s

operating results, individual performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive to directors
and eligible employees and details of the scheme are set out in note 26 to the
consolidated financial statements.
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Sufficiency of Public Float

Based on the information that is publicly available to the Company and
within the knowledge of the directors, the Company has maintained a
sufficient public float throughout the year ended 31st March, 2018 and up to
the date of this report as required under the Listing Rules.

Events after the Reporting Period

There is no material subsequent event undertaken by the Company or by the
Group after 31st March, 2018 and up to the date of this annual report.

Auditor

The consolidated financial statements for the year ended 31st March, 2018
have been audited by Messrs. Deloitte Touche Tohmatsu, who will retire
at the conclusion of the AGM and offer themselves for re-appointment. A
resolution will be submitted to the AGM to re-appoint Messrs. Deloitte
Touche Tohmatsu as auditor of the Company.

On behalf of the Board
Cheng Chung Man, Johnny
Chairman

Hong Kong, 26th June, 2018
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The board of directors (the “Board”) of the Company hereby presents this
Corporate Governance Report in the Group’s annual report for the year
ended 31st March, 2018.

CORPORATE GOVERNANCE PRACTICES

Recognising the importance of a publicly listed company’s responsibilities
to enhance its transparency and accountability, the Company is committed
to maintain a high standard of corporate governance in the interests of its
shareholders. The Board believes that good corporate governance standards
are essential in providing a framework for the Company to safeguard the
interests of shareholders and to enhance corporate value and accountability.

The Company has applied the principles and code provisions as set out in
the Corporate Governance Code (the “CG Code”) contained in Appendix 14
of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

The Board is of the view that the Company has complied with all code
provisions as set out in the CG Code throughout the year ended 31st March,
2018.

The Company continues to review its corporate governance practices in
order to enhance its corporate governance standard, to comply with the
increasingly tightened regulatory requirements and to meet the rising
expectations of shareholders and investors.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 to
the Listing Rules as its own code of conduct regarding directors’ securities
transactions. Having made specific enquiries, all of the directors confirmed
that they have complied with the required standards as set out in the Model
Code throughout the year ended 31st March, 2018.

The Company has also established written guidelines on terms no less
exacting than the Model Code (the “Employees Written Guidelines”™)
for securities transactions by employees who are likely to possess inside
information of the Company. No incident of non-compliance of the
Employees Written Guidelines by the employees was noted by the Company.
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Female
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BOARD OF DIRECTORS

The Board oversees the Group’s businesses, strategic decisions and
performance and should take decisions objectively in the best interests of the
Company.

The Board regularly reviews the contribution required from a director to
perform his responsibilities to the Company, and whether the director is

spending sufficient time performing them.

Board Composition
The Board currently comprises five members, consisting of two executive

directors and three independent non-executive directors.

The following chart shows the diversity profile of the Board as at 31st March,
2018:

non-executivg

66-70

15-21

g
Management

61-65

RITRETE

Banking and

HITES Management
— Executive _— g SR 0-7

1 directors el _

= s

=R
Accounting

1 1 1 1 1 )
e H
151 W6 Tt R L 1
Gender Designation Ethnicity Age Group - Expertise
of Service

EECHBEEHENAERFISEFIH
TEEEWEE AT -

BBBEBXEERMERRX LT AXBRAR

Sh ERERECEMERTE XX
ESEMEKX ERAR R o
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The biographical information of the directors are set out in the section
headed “Directors’ Report” on pages 15 to 16 of this annual report.

Save that Mr. Cheng Chung Man, Johnny and Ms. Lam Yuk Sum are
husband and wife, there are no financial, business, family or other material/
relevant relationships among members of the Board.
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Chairman and Chief Executive Officer

There is a clear division in the roles of Chairman and Chief Executive
Officer which are performed by different individuals. This ensures a balanced
distribution of power and authority.

Mr. Cheng Chung Man, Johnny, the Chairman of the Board, is responsible
for the leadership for and management of the Board, ensuring the effective
functioning of the Board and encouraging directors to make full and active
contribution to the Board’s affairs as well as ensuring that all significant and
key issues are discussed and where required, resolved by the Board in a timely
manner.

Ms. Lam Yuk Sum, the Chief Executive Officer of the Company, is
responsible for the day-to-day management of the Company. She is
responsible for implementing the Company’s strategy, objectives and policies
approved and delegated by the Board with the assistance of the senior
management.

The husband and wife relationship between Mr. Cheng Chung Man, Johnny
and Ms. Lam Yuk Sum does not impair the balance of power between the
Board and the management as their duties and responsibilities are clearly
defined and set out in writing.

Independent Non-executive Directors

During the year ended 31st March, 2018, the Company has at all times
met the requirements of the Listing Rules relating to the appointment of at
least three independent non-executive directors with at least one of them
possessing appropriate professional qualifications, or accounting or related
financial management expertise.

The Company has received written annual confirmation from each
independent non-executive director in respect of his independence in
accordance with the independence guidelines set out in Rule 3.13 of the
Listing Rules. The Company is of the view that all independent non-executive
directors are independent.
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Non-executive Directors and Directors’ Election

Each of the directors of the Company is engaged on a service agreement (for
executive director) or an appointment letter (for independent non-executive
director) for a term of 3 and 2 years respectively. The appointment of
executive director may be terminated by either party by giving three months’
prior written notice.

Pursuant to the Company’s Articles of Association (“Articles”), all directors
of the Company are subject to retirement by rotation at least once every three
years at the Company’s annual general meetings and any director appointed
by the Board to fill a casual vacancy or as an addition to the Board shall
hold office until the next following general meeting or the next following
annual general meeting, as the case may be, of the Company after his/her
appointment and be subject to re-election at such meeting.

Responsibilities, Accountabilities and Contributions of the Board
and Management

The Board is responsible for the leadership and control of, and promoting
the success of the Company. This is achieved by the setting up of corporate
and strategic objectives and policies, and the monitoring and evaluations of
operating activities and financial performance of the Company.

All the directors carry out their duties in good faith and in compliance with
applicable laws and regulations, taking decisions objectively and acting in the
interests of the Company and its shareholders at all times.

The Company has formalised and adopted written terms on the division of
functions reserved to the Board and those delegated to the management. The
Board reserves for its decision all major matters of the Company, including
the approval and monitoring of all policy matters, overall strategies and
budgets, internal control and risk management systems, material transactions
(in particular those that may involve conflict of interests), financial
information, appointment of directors and other significant financial and
operational matters.
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The day-to-day management, administration and operations of the Company
are delegated to the Chief Executive Officer and senior management of the
Company. The Board has delegated a schedule of responsibilities to these
officers for the implementation of Board decisions. The Board periodically
reviews the delegated functions and work tasks. Prior to entering into any
significant transactions, the aforesaid officers have to obtain Board approval.

All directors have full and timely access to all relevant information as well as
the advice and services of the Company Secretary and senior management,
with a view to ensuring compliance with Board procedures and all applicable
laws and regulations. Any director may request independent professional
advice in appropriate circumstances at the Company’s expense, upon
reasonable request being made to the Board.

Practices and Conduct of Meetings

The Board conducts at least four regular Board meetings a year and
additional meetings are arranged as and when required to discuss
significant issues, either in person or by means of electronic or
other communication facilities. Schedules for annual meeting and draft
agenda of each meeting are sent to all directors in advance to enable them
to have an opportunity to include matters in the agenda. Notice of at least
14 days is given of a regular Board meeting. For other Board and committee
meetings, reasonable notice is generally given.

Board papers together with all appropriate, complete and reliable
information are dispatched to all directors at least 3 days before each regular
Board meeting to ensure that the directors have sufficient time to review the
related documents and be adequately prepared for the meeting. The Board
and each director also have separate and independent access to the senior

management whenever necessary.

The Company Secretary is responsible to keep minutes of all Board meetings
and committee meetings. Draft minutes are circulated to all directors for
comments within a reasonable time after each meeting and the final versions

are open for directors’ inspection.

The Company’s Articles contains provisions requiring directors to abstain
from voting and not to be counted in the quorum at meetings for approving
transactions in which such directors or any of their associates have a material
interest.
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Continuous Professional Development of Directors

Directors shall keep abreast of regulatory developments and changes in
order to effectively perform their responsibilities and to ensure that their
contribution to the Board remains informed and relevant.

Every newly appointed director will receive formal, comprehensive and
tailored induction on the first occasion of his/her appointment to ensure
appropriate understanding of the business and operations of the Company
and full awareness of directors’ responsibilities and obligations under the
Listing Rules and relevant statutory requirements.

Directors should participate in appropriate continuous professional development
to develop and refresh their knowledge and skills. Internally-facilitated
briefings for directors would be arranged and reading materials on relevant
topics would be provided to directors where appropriate.

During the year ended 31st March, 2018, an internally-facilitated briefing for
directors has been arranged. Besides, according to the records maintained
by the Company, the directors also received the following trainings during
the year ended 31st March, 2018 with emphasis on their roles, functions and
duties as directors of a listed company:

EEZAG  HEERET
AN xE R (W)
EEHA Name of Directors Type of Training (V¢
BITESE Executives Directors
BRsE S Mr. CHENG Chung Man, Johnny A, B
MEHZ T Ms. LAM Yuk Sum A, B
BUIFHTEE Independent Non-executive Directors
EiRfrE L Dr. FOK Kam Chu, John A
MOER S A Mr. LAM Man Tin A, B
kLS Mr. YEUNG Wing Kay A, B
HiEE - Note:
AR Types of Training
A’ H s 2R - B IEE T RILEE A: Attending training sessions, including but not limited to, briefings, seminars,
e BiliEZERLFY conferences and workshops
B: BB 3R« B B: Reading relevant news alerts, newspapers, journals, magazines and relevant

Tl ~ R TIY
EREFFAOFEEERRCERN I

HH2EEMEBEZE - LU EREHR
BEZ FH R IREE
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publications

All the directors understand the importance of continuous professional
development and are committed to participating in any suitable training to
develop and refresh their knowledge and skills.

colourmixe MoriMor O VeCK)  Wanko




BeBEFRZERBRAR

ERERWRES

Corporate Governance Report

EERET
EEECHI=EEET  DHAFME
E® RXZEEREREZEE  LEE
FARBEAHZER - FNARMBES
ZERMCITHEAMEEE - —EE8
BZHEEETENAARPBGREER
P RAEEFTARAR 2 #8uh - TR FERRR
BREM -

BEREERZMARBRFMES SR
REEBZAZYHMERBIFRTE
B MEEEZEECEREMERES
RAFRF2EFIEZ " AREH, -

EEREEREHRMERETHE
FHEEEATERESGERLRE - FAS
KBUBSEBR  BERBHAARAE -

colourmixey MoriMor O  VeCK)  Wwdnko

BOARD COMMITTEES

The Board has established three committees, namely, the Remuneration
Committee, the Nomination Committee and the Audit Committee, for
overseeing particular aspects of the Company’s affairs. All Board committees
of the Company are established with defined written terms of reference.
The terms of reference of all three committees are posted on the Company’s
website and Hong Kong Exchanges and Clearing Limited’s website and are

available to shareholders upon request.

All members of the Audit Committee while the majority of the members
of each of the Remuneration Committee and Nomination Committee
are independent non-executive directors and the list of the chairman and
members of each Board committee is set out under “Corporate Information”
on pages 2 to 3 of this annual report.

The Board committees are provided with sufficient resources to discharge

their duties and, upon reasonable request, are able to seek independent
professional advice in appropriate circumstances, at the Company’s expense.
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Remuneration Committee

The Remuneration Committee consists of all directors of the Company, the
majority of them are independent non-executive directors.

The principal functions of the Remuneration Committee include reviewing
and making recommendations to the Board on the Company’s policy
and structure of all directors and senior management remuneration and
on the remuneration packages of all directors and senior management.
The Remuneration Committee is also responsible for establishing formal
and transparent procedures for developing such remuneration policy
and structure to ensure that no director or any of his/her associates will
participate in deciding his/her own remuneration, which remuneration will
be determined by reference to the performance of the individual and the
Company as well as market practice and conditions.

The Remuneration Committee held three meetings during the year ended
31st March, 2018. During the meetings, the Remuneration Committee has
performed the following work: (i) reviewing the bonus payment to directors
and senior management; (ii) reviewing the salary increment policy for all
directors and senior management; and (iii) reviewing and recommending
to the Board regarding the remuneration package of the independent
non-executive directors whose appointment have been renewed.
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Senior Management’s Emoluments

Pursuant to code provision B.1.5 of the CG Code, details of the remuneration
of the members of the senior management (other than directors) by band for
the year ended 31st March, 2018 are as follows:

EEAH
Number of employee(s)

Not exceeding HK$1,000,000 2

HK$1,000,001 to HK$1,500,000 1

Details of the remuneration of each of the directors for the year ended 31st
March, 2018 are set out in note 9 to the consolidated financial statements.

Nomination Committee

The Nomination Committee consists of all directors of the Company, the
majority of them are independent non-executive directors.

The principal duties of the Nomination Committee include reviewing the
structure, size and composition of the Board, identifying individuals suitably
qualified to become Board members, making recommendations to the Board
on the appointment and succession planning for directors, and assessing the
independence of independent non-executive directors.

The Company also recognises and embraces the benefits of having a diverse
Board and sees increasing diversity at the Board level as an essential element
in maintaining the Company’s competitive advantage. In assessing the
Board composition, the Nomination Committee would take into account
various aspects as well as factors concerning Board diversity as set out in
the Company’s “Board Diversity Policy” (the “Board Diversity Policy”),
including but not limited to talents, skills, regional and industry experience,
background, gender, age and other qualities of the members of the Board.
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The Nomination Committee reviews annually the structure, size and
composition of the Board and where appropriate, make relevant
recommendations on changes to the Board to complement the Company’s

corporate strategy.

The Board has also adopted a “Nomination Policy” (the “Nomination
Policy”) in 2017 which sets out the criteria and procedures to be adopted
when considering the candidates to be appointed or re-appointed as directors.
In considering a candidate nominated for directorship, the Nomination
Committee will consider the candidate’s age, skills, knowledge, experience,
expertise, professional and educational qualifications, background and other
relevant criteria necessary to complement the corporate strategy and achieve
Board diversity, where appropriate, before making recommendation to the
Board.

During the year ended 31st March, 2018, the Nomination Committee held
three meetings to adopt the Nomination Policy, to review the structure, size
and composition of the Board, to assess the independence of the independent
non-executive directors and to review the re-appointment of independent

non-executive directors.

The Nomination Committee is of the view that the current composition of
the Board is a balanced and diversified mix that is relevant to the Company’s
business growth and has not set any measurable objective to implement the
Board Diversity Policy.

Audit Committee

The Audit Committee comprises all the three independent non-executive
directors with the chairman of which possesses the appropriate professional
qualifications and accounting expertise. None of the committee members is a
former partner of the Company’s external auditor.

The main duties of the Audit Committee are: to oversee the Company’s
relationship with the external auditor; to review the financial information;
to oversee the Company’s financial reporting system, risk management and
internal control systems; and to review the effectiveness of the internal audit
function, arrangements to enable employees to raise concerns about possible
improprieties in financial reporting, internal control or other matters of the
Company.
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During the year ended 31st March, 2018, the Audit Committee held seven
meetings of which the Chairman of the Board and the Chief Executive Officer
attended six of these meetings. A summary of work performed by the Audit
Committee during the year was as follows:

(i) reviewed and commented on audited annual results for the year ended

31st March, 2017 and unaudited interim results for the six months ended
30th September, 2017 respectively;

(i) reviewed the business performance for the three months ended 30th
June, 2017 and nine months ended 31st December, 2017;

(iii) reviewed the scope of audit work, auditors’ remuneration and terms of
engagement and recommending re-appointment of auditor;

(iv) reviewed the effectiveness of the systems of financial reporting and
internal control including financial, operational and compliance controls
and risk management functions of the Group; and

(v) reviewed and approved the internal audit plan for 2017/2018; and

(vi) reviewed the questionnaires issued by the Audit Committee and

answered by the executive directors.

The Audit Committee also reviewed the reports on the latest progress of
internal audit assignments and enterprise risk management project.

The Audit Committee also met the external auditor once without the presence

of the executive directors and the management.

The Company’s annual results for the year ended 31st March, 2018 have been
reviewed by the Audit Committee.

There is no disagreement between the Board and the Audit Committee
regarding the appointment and re-election of the external auditor.
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CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out in the code
provision D.3.1 of the CG Code.

The Board has reviewed the Company’s corporate governance policies and
practices, training and continuous professional development of directors and
senior management, the Company’s policies and practices on compliance with
legal and regulatory requirements, the compliance of the Model Code and
Employees Written Guidelines, and the Company’s compliance with the CG
Code and disclosure in this Corporate Governance Report.

ATTENDANCE RECORDS OF DIRECTORS AND
COMMITTEE MEMBERS

The attendance records of each director at the Board and Board Committee
meetings and the general meetings of the Company held during the year
ended 31st March, 2018 are set out in the table below:

HERY, EEAE
Attendance/Number of Meetings

REBERE

FMEES REEESE BEIZEREE Annual

EEE  Remuneration Nomination Audit General

EEHE Name of Directors Board Committee Comnmittee Comnmittee Meeting

HITEE Executive Directors

BEN L Mr. CHENG Chung Man, Johnny 12/12 3/3 3/3 6/7 1/1

HEZLL Ms. LAM Yuk Sum 12/12 33 33 6/7 1/1
B IHITESE  Independent Non-Executive Directors

EmEL Dr. FOK Kam Chu, John 10/12 3/3 3/3 717 1/1

HHSEE Mr. LAM Man Tin 10/12 3/3 3/3 17 1/1

EkELE Mr. YEUNG Wing Kay 10/12 3/3 3/3 17 1/1

B EAEERBES  TRIRERER
TEBERZIERTRBIFNTESESR
T REH -
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Besides the above-mentioned Board meetings, the Chairman also held a
meeting with the independent non-executive directors without the presence of
executive director during the year.
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DIRECTORS’ RESPONSIBILITIES IN RESPECT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

The directors acknowledge their responsibility for preparing the consolidated
financial statements of the Company for the year ended 31st March, 2018
and ensure that the consolidated financial statements give a true and fair
view of the state of affairs of the Group and are prepared in accordance with
statutory requirements and applicable accounting standards.

The statement of the independent auditor of the Company about their
reporting responsibilities on the consolidated financial statements is set out in
the Section headed “Independent Auditor’s Report” on pages 41 to 48 of this
annual report.

AUDITOR’S REMUNERATION

An analysis of the remuneration paid/payable to the Company’s external
auditors, Messrs. Deloitte Touche Tohmatsu, in respect of audit services and
non-audit services for the year ended 31st March, 2018 is set out below:

2t FEHER

PR #5251 Category of Services Fee Paid/Payable

FiET

HK$’000

%R Audit Service 1,772
% B AR 75 Non-audit Services

— MIERE — Tax service 241

— HME R — Other professional services 76

CE TOTAL 2,089
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RISK MANAGEMENT AND INTERNAL CONTROL

Objective and Purpose

Enterprise risk management is fundamental and essential to the achievement
of the Group’s strategic objectives. The Board of Directors and the
management are responsible for identifying and analyzing the risks
underlying the achievement of business objectives, and for determining how
such risks should be managed and mitigated. The Board oversees the Group’s
potential risks and their respective mitigation strategies and ensures risk
management effectiveness. The Board ensures that the Group has established
and maintained a proper and effective risk management and internal control
systems, as well as reviewing the effectiveness of the system. The system
can only provide reasonable but not absolute assurance against material
misstatement or loss, as they are designed to manage, rather than eliminate
the risk of failure to achieve business objectives during the Group’s business

operation.

Main Features of the Risk Management and Internal Control
Systems

The Board, through the Audit Committee, assesses on an annual basis the
effectiveness of the risk management and internal control systems of the
Group, which covers all material controls, including financial, operational,
compliance, as well as considers the sufficiency of budget with respect to
resources, employees’ capabilities and experience, training courses and the
Group’s accounting and financial reporting function. Significant issues
from internal audit department, external professional consultants and
management letters from external auditor are brought to the attention
of the Audit Committee to ensure that prompt remedial action is taken.
All recommendations will be properly followed up to ensure they are

implemented within a reasonable period of time.

The Company has an Internal Audit Department to handle the internal
audit function. The Internal Audit Department is responsible for performing
independent review of the adequacy and effectiveness of the risk management
and internal control systems. The Board has reviewed the effectiveness of the
internal audit function and the review result is satisfactory.
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Risk Management Framework and Major Tasks

The management of daily operations of the Company’s business departments
is based on the Company’s corporate risk management framework. The
corporate risk management framework addresses four risk categories,
including strategic, financial, operation and compliance risks.

There is Risk Management Taskforce (“RMT”) which seek to monitor
the risks of the Group. The RMT was made up of members of senior
management, who reports to the Board of Directors on matters of
significance that arise. The RMT reports via the Audit Committee to the
Board. The RMT oversees the risk owners, who are responsible for inventory
management, information technology, marketing and operation, etc. The risk
owners reported to the RMT their involved risks and the planned measures to
mitigate those risks.

. During the current year, the RMT held two meetings at Group level in
March 2018.
. The meetings involved the discussion of the existing risks and

measures to mitigate those risks and the RMT have re-assessed the top
10 priority risks of the Group for the year ended 31st March, 2018.

The management has confirmed to the Board and the Audit Committee on
the effectiveness of the risk management and internal control systems for
the year ended 31st March, 2018. The Board, as supported by the Audit
Committee as well as the management report and the internal audit findings,
reviewed the risk management and internal control systems of the Group,
including the financial, operational and compliance controls, for the year
ended 31st March, 2018, and considered that such systems are effective and
adequate. The annual review also covered the financial reporting and staff
qualifications, experience and relevant resources.

Arrangements are in place to facilitate employees of the Company to raise, in
confidence, concerns about the possible improprieties in financial reporting,
internal control or other matters of the Group.
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COMPANY SECRETARY

Ms. Wong Chi Ying, the financial controller of the Group, has been the
Company Secretary of the Company since 1999. Ms. Wong complied with the
qualification and training requirements under the Listing Rules for the year
ended 31st March, 2018.

SHAREHOLDERS’ RIGHTS

To safeguard shareholders’ interests and rights, a separate resolution is
proposed for each substantially separate issue in general meetings, including
the election of individual directors, for shareholders’ consideration and
voting. All resolutions put forward in general meetings are taken by poll
pursuant to the Listing Rules and the poll results are posted on the websites
of the Company and of Hong Kong Exchanges and Clearing Limited after
each general meeting. Detailed procedures for conducting a poll are also
explained during the proceedings of meetings.

Convening an Extraordinary General Meeting by Shareholders

Extraordinary general meetings may be convened on the requisition of one
or more shareholders holding not less than one tenth of the paid up capital
of the Company having the right of voting at general meetings pursuant
to article 64 of the Company’s Articles. Such requisition shall be made in
writing to the Company Secretary, stating the business to be transacted, and
signed by the requisitionist(s). Shareholders should follow the requirements
and procedures as set out in the Company’s Articles.

Putting Forward Proposals at General Meetings

There are no provisions in the Company’s Articles or the Cayman Islands
Companies Law for shareholders to move new resolutions at general
meetings. Shareholders who wish to move a resolution may request the
Company to convene a general meeting in accordance with the procedures set
out in the preceding paragraph.

As regards proposing a person for election as a director of the Company,
please refer to the “Procedures for Shareholders to Propose a Person for
Election as a Director” which is posted on the Company’s website.

Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board of the Company,
shareholders may send written enquiries to the Company.

Note: The Company normally will not deal with verbal or anonymous enquiries.
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Contact Details

Shareholders may send their enquiries or requests as mentioned above to the
following:
Address: 10/F., Wyler Centre Phase 11, 192-200 Tai Lin Pai Road, Kwai Chung,
New Territories, Hong Kong

(For the attention of the Company Secretary)

Fax: (852) 23109017

Email: contact@veeko.com.hk

Shareholders are encouraged to provide, amongst other things, in particular,
their email addresses to the Company in order to facilitate timely and
effective communication.

For the avoidance of doubt, shareholder(s) must deposit and send the original
duly signed written requisition, notice or statement, or enquiry (as the case
may be) to the above address and provide their full name, contact details and
identification in order to give effect thereto. Shareholders’ information may
be disclosed as required by law.

INVESTOR RELATIONSHIP

Communications with shareholders and investors

The Company endeavors to maintain a high level of transparency in
communicating with shareholders and the investment community at large.
The Company is committed to continue to maintain an open and effective
communication policy and to update shareholders, investors and general
public on relevant information on its business in a timely manner, subject to
relevant regulatory requirements, through the annual reports, interim reports,

announcements and other corporate communications.

The Board welcomes shareholders’ views on matters affecting the Group,
and encourages their attendance at general meetings to communicate any
concerns they may have with the Board or management directly. The
Company’s annual general meeting is an especially important forum. In
order to encourage and facilitate sharecholders’ attendance at its annual
general meeting, the Company gives at least 20 clear business days’ prior
notice together with a detailed agenda. The Chairman of the Board and
the chairman of each Board committees (or their delegates) are available to

answer questions at general meetings.
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ERIREBHMERZEE  AAREKIL  As a channel to promote effective communication, the Company maintains a
s (#84t © http://www.irasia.com/listco/ website at http://www.irasia.com/listco/hk/veeko/index.htm, where up-to-date
hk/veeko/index.htm ) FIZFBRAZIMEXI K  information and updates on the Company’s structure, board of directors,
FARAARZEE EET A% B announcements, financial information and other information are posted.

BHREMER ZEH -

BEEXH Constitutional document

FMREIBEEER - AATR Z A EEE) o During the year under review, there was no change in the Company’s
AARRIFAMA AR AARMEREE  Articles. An up-to-date version of the Company’s Articles is also available on
RHRIEEMBRARMEGLER - the websites of the Company and Hong Kong Exchanges and Clearing Limited.
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TO THE MEMBERS OF VEEKO INTERNATIONAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Veeko International
Holdings Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 49 to 127, which comprise the
consolidated statement of financial position as at 31st March, 2018, and the
consolidated statement of profit or loss and other comprehensive income,
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.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31st March,
2018, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly prepared
in compliance with the disclosure requirements of the Hong Kong Companies
Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. 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. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for

our opinion.

2018 F#k




VEEKO INTERNATIONAL HOLDINGS LIMITED

BUKHMEHES
Independent Auditor’s Report

FASEESTEIR

FRRBIHERERBAITZEEFE - H
FHRGEHMBERRCBNRAERELE
1B REEHEEATEERGIMT
BERHABREETRE - £1TT8YH
ERERHRREHEBIER -

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were
of most significance in our audit of the consolidated financial statements
of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

FTHBFERBZ I LARREETEE  ARTFERHIRTE
BREEEBFENEAHE B RMGE -

FIMFERBZTEERCEFEE

Our procedures in relation to the assessment of the

We identified the assessment of the allowance
for inventories as a key audit matter because of
the significant degree of management judgement,
assumptions and estimation associated with the
determination of the allowance for inventories.

AR & A TSR M4 R I TFRIRSE - RZE—N\F=A=+—
BiEEZREE (HOBREHEES,301,0005 7T ) £498,522,0005#
I o

As disclosed in notes 4 and 17 to the consolidated
financial statements, the carrying amount of inventories
(net of allowance of HK$8,301,000) is HK$498,522,000
as at 31st March, 2018.

Annual Report 2018

allowance for inventories included:

0 TREEEETHEAZEEREH
. Obtaining an understanding of the basis used
to determine the allowance and the information

used by management to determine the allowance;

0 HEAXGH(BEERNEE ) MRS TFERE ST
TR

. Testing the accuracy of the inventory ageing
analysis, on a sample basis, to supporting
documents including goods receipt notes;

0 FEEEEETTERBMACRAEZEERE  RE
B EEEETAAZERESR

. Evaluating the reasonableness of the basis used
by management to determine the allowance for
inventories and reperforming the underlying
calculations used in the management’s assessment;

0 BAFTELS 2 BE ST » AIEUEE METHE 2 £
% BILFAEEEMAEEZSEEE R

. Evaluating the reasonableness of the basis used
by management by examining the historical
accuracy of the estimated allowance compared to
the actual amount incurred; and
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Assessing the reasonableness of the management’s

BEEZREFERESN - FREMR - URUFEZREEEREWG -
STREIREE (T ERSAPEEMET) (FHLE - REBEERT
$HTF 18 B H IR & HASEAGRS 2 B -

Management has determined the allowance for obsolete °
and slow-moving inventory items at the end of reporting estimates of the net realisable values of the
period with reference to the inventory ageing analysis, inventories by comparing the amounts, on a
expected market conditions and by comparing the sample basis, to the latest selling prices of the
carrying amount of inventories with their estimated net inventories as set out in the sales invoices.
realisable values, primarily based on the latest selling

prices.

FTH R EYEGELRBENSIE - AAEMSRHEIRERTE
MRMRERECERN - M EEERENEATEEREHLARR
FEM 2 FIER R RS -

We identified the valuation of investment properties as
a key audit matter due to the significance of the balance
to the consolidated statement of financial position as a
whole, combined with the inherent subjectivity within
judgments and assumptions made when determining the
fair value of the investment properties.

colourrnixg  MoriMor O 0k0' Wanko

AITHBEMEREEBZERFEIE
Our procedures in relation to valuation of investment
properties included:

0 TRMEEZRRRF  BEGEMREIEEEE (G {EZFTR
Bt RwmAZGEEN Z T EHE

. Obtaining an understanding of the valuation
process including establishment of the valuation
techniques used and the key inputs into the
valuation model by the Valuer and management;
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AR S ATSIMRMIZTARIIATIEE - BEEREVYENR"Z
—N\F=A=+—HZAFEIEE157,801,0005&TT * MXEY
FENFEELF31,630,0008TENEEZH LFEZREBEE
REAMEEIARFES o

As disclosed in notes 4 and 13 to the consolidated
financial statements, the fair value of the Group’s
investment properties amounted to HK$157,801,000
as at 31st March, 2018 with an increase in fair value of
investment properties of HK$31,630,000 recognised in
the consolidated statement of profit or loss and other
comprehensive income for the year then ended.

EEBERENMER _E—N\F=A=+—HZAFEEL—
ZRUAERBEEGEM(TEER ORZEETZHERE
# o (H{ETIKIBATEE 2 B ERI R EERE FHHETmHE 2
FTEHARIE - AEMUEZLERAET B ATEE
ERZEEMAHBBEERLYERT S EAUREZRS I
BEZFREMEMVERMRRZER - HERMURABEREE
ETEAMERTIENEZATEE  ERZIEGARES
BEAMLEERRBEAR KzmERM -

The fair value of the Group’s investment properties
as at 31st March, 2018 are determined based on
valuations carried out on that date by an independent
qualified professional valuer (the “Valuer”). The
valuations are dependent on the establishment of
the valuation technique and key inputs to the model
that involves judgement made by the management.
In determining the fair values of parking spaces, the
Valuer considers the key inputs including market
observable transactions of similar properties and taking
into account of the differences in the location and
condition of the investment properties under direct
comparison approach. In determining the fair value of
the commercial property and industrial properties, the
Valuer considers the key inputs including capitalisation
rate and monthly market rent per square foot/meter
under income capitalisation approach.

Annual Report 2018

FHEEEMCEE - BN RBEHM
Evaluating the competence, capabilities and
objectivity of the Valuer;

FHERTHEE 2 AR AE EMALEE A TEER
FTERABBRBEZGERE

Evaluating the appropriateness of the valuation
techniques established and the reasonableness of
the key inputs and assumptions to determine the
fair values;

BB 2ERRARAAERZRIE S LR E
NEEMEZHEBETISZAIBREL S LR R
Comparing a selection of relevant market
observable transactions of similar properties
within comparable locations obtained from
information independently and publically
available sources; and

BB 2 &R R AR A HER 2 RE - BS EABRE T 5%
BEAR RKehizBHEERREARCLLRIELE -
Comparing to relevant market information
about the monthly market rent per square foot/
meter and capitalisation rates obtained from
information independently and publically
available sources.
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Other Information

The directors of the Company are responsible for the other information. The
other information comprises the information included in the annual report,
but does not include the consolidated financial statements and our auditor's

report thereon.

Our opinion on the consolidated financial statements does not cover the other
information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Directors and Those Charged with
Governance for the Consolidated Financial Statements

The directors of the Company are responsible for the preparation of the
consolidated financial statements that give a true and fair view in accordance
with HKFRSs issued by the HKICPA 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.

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.

Those charged with governance are responsible for overseeing the Group's
financial reporting process.
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Auditor's Responsibilities for the Audit of the Consolidated
Financial Statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents
of this report. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with HKSAs will always
detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group's internal control.

. Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by the directors.
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. Conclude on the appropriateness of the directors' use of the going
concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Group's ability to continue as
a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor's report to the
related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor's
report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group
to express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
related safeguards.
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From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor's report unless
law or regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in the independent auditor's
report is Li Kin Fai.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 26th June, 2018
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Notes

Turnover 5
Cost of goods sold

Gross profit
Selling and distribution costs
Administrative expenses
Other income, gains and losses
Increase in fair value of
investment properties
Finance costs 6

Profit (loss) before tax
Income tax expense 7

Profit (loss) for the year 8

Other comprehensive income
(expense) for the year

Item that will not be reclassified
subsequently to profit or loss
Gain on revaluation of properties

Item that may be reclassified
subsequently to profit or loss
Exchange differences arising on

translation of foreign operations

AEEEMEEUA (BISZ ) Other comprehensive income

AEEBEZEBARAR)

BREM(BE)
- TN

— 8

colournix &

(expense) for the year

Total comprehensive income
(expense) for the year

Earnings (loss) per share 12
— basic

— diluted

MoriMor O Veek) W

NKO

LAV

2018 2017
FET FET
HKS$’000 HK$°000
1,928,320 2,017,450
(1,180,315) (1,214,399)
748,005 803,051
(655,044) (711,916)
(114,588) (125,788)
5,837 7,682
31,630 9,937
(6,560) (4,941)
9,280 (21,975)
(4,018) (3,919)
5,262 (25,894)
8,738 1,795
7,207 (3,337)
15,945 (1,542)
21,207 (27,436)
AL AL
HK cent HK cents
0.219 (1.084)
0.219 (1.084)
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At 31st March, 2018

) 2018 2017
iz FET FHETT
. i Notes HKS$°000 HK$°000
FERENEE Non-current Assets
BEME Investment properties 13 157,801 104,700
EE ﬁ%& Property, plant and equipment 14 191,246 214,651
Bt EIE Prepaid lease payments 15 5,514 6,469
EffEsZse Rental deposits paid 54,185 69,047
EERIBEE Deferred tax assets 16 6,451 7,612
415,197 402,479
MENEE Current Assets
758 Inventories 17 498,522 506,118
ENE 5 I8 K Trade and other receivables
E{th FE UL 5R I8 18 53,293 35,599
A ERIA Prepaid lease payments 15 254 236
EffHEERKkEZRS Rental and utility deposits paid 56,230 53,669
a g @z I8 Tax recoverable 9,897 10,878
(EIRIRIRITE AN Pledged bank deposits 19 - 5,843
WITHEER ~ FTRRIRE Bank balances, deposits and cash 20 65,168 80,269
683,364 692,612
MENE R Current Liabilities
FESE S FIE K Trade and other payables
H At FE 1 5818 21 101,056 89,026
Bl eRE Rental deposits received 27 28
BIRMRITEE Secured bank borrowings 22 269,206 300,132
FET 218 Tax payable 1,525 2,683
371,814 391,869
MENEEFE Net Current Assets 311,550 300,743
726,747 703,222
ﬁzls)ir%ff* Capital and Reserves
Bg A Share capital 23 24,575 23,888
f%ﬁ* Reserves 694,330 675,559
718,905 699,447
JERENEE Non-current Liabilities
EEFRIBE & Deferred tax liabilities 16 6,533 3,775
SRz e Rental deposits received 1,309 _
7,842 3,775
726,747 703,222

BEEEENTE—N\ERAZ+AK
P IR HESE PSR 49E B 127E AR
BffEERER WA TIATREREE :

H The consolidated financial statements on pages 49 to 127 were approved and
= authorised for issue by the board of directors on 26th June, 2018 and are
signed on its behalf by:

l}/

EY Cheng Chung Man, Johnny
B8 Chairman

- Lam Yuk Sum

MEH Director

colourmixe MoriMor O VeCK)  Wanko
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At Ist April, 2016

Loss for the year

Other comprehensive income
(expense) for the year

Total comprehensive income
(expense) for the year

Recognition of equity-settled
share-based payments

Share options cancelled

Transfer

Dividends recognised as
distribution (Note 1)

Sub-total
At 31st March, 2017

Profit for the year

Other comprehensive income
for the year

Total comprehensive income
for the year

Recognition of equity-settled
share-based payments
Share options cancelled
Transfer
Dividends recognised as
distribution (Note 11)
- cash
- serip alternative

Sub-total

At 31st March, 2018

For the year ended 31st March, 2018

NEEf
1] BRERE
BE  ROGEE  Property EREE BHER  ATHE Share  REHRF
Share Share  revaluation Translation Special  Statutory option  Retained &t
capital  premium reserve reserve reserve  reserves reserve profits Total
Tén Tén TEx TEn T  TEn  TEn  TErn  TEn
HKS'000  HKS'000  HK$000 HKS$000 HKS'000 HKS000 HK$'000 HKS000  HKS000
23888 205,048 - 1,805 2,266 203 1,723 517756 752,689
- - - - - - - (25894 (25,894)
- - 1,795 (3,337) - - - - (1,542)
- - 1,795 (3,337) - - - (25894 (27436)
- - - - - - 471 - 471
- - - - - - (269) 269 -
- - - - - 10 - (10) -
- - - - - - - (2621 (26,27)
- - - - - 10 202 (26018)  (25,806)
23888 205,048 1,795 (1,532) 2,266 213 1925 465844 699,447
- - - - - - - 5,62 5,262
- - 8,738 7207 - - - - 15,945
- - 8,738 7207 - - - 5,062 21,207
- - - - - - 304 - 304
- - - - - - (123) 123 -
- - - - - 48 - 48) -
_ - - - = - - (2,053) (2,053)
087 9,204 - - - - - (9,891) -
087 9,204 - - - 48 181 (11,369) (1,749)
4575 21452 10,533 5,675 2,266 261 2,106 459237 718,905
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For the year ended 31st March, 2018
The special reserve of the Group represents the aggregate of:

(a) the difference between the nominal value of share capital of Veeko
Holdings Limited and the nominal value of the share capital issued
by the Company as consideration for the acquisition, arisen from the

group reorganisation in 1999; and

(b) the difference between the aggregate nominal value of the share
capital of the subsidiaries when they were acquired by Veeko Holdings
Limited prior to the group reorganisation and the nominal value of the
share capital issued by Veeko Holdings Limited as consideration for
the acquisition.

The statutory reserves of the Group comprise the aggregate of:

(a) non-distributable reserves set aside by the Macau subsidiaries in
accordance with relevant statutory requirements; and

(b) reserves required by the relevant laws of the People’s Republic of
China (the “PRC”) applicable to the Company’s PRC subsidiary and
are appropriated at directors’ discretion, which are complied with
Articles of Association of the PRC subsidiary.
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For the year ended 31st March, 2018

OPERATING ACTIVITIES
Profit (loss) before tax
Adjustments for:
(Net reversal of) net allowance for inventories
Amortisation of prepaid lease payments
Depreciation
Finance costs
Increase in fair value of investment
properties
Interest income
Loss on disposal of property, plant and
equipment
Share-based payment expenses

Operating cash flows before movements in
working capital

Decrease (increase) in inventories

(Increase) decrease in trade and other
receivables

Decrease in rental and utility deposits paid

Increase in trade and other payables

Increase in rental deposits received

Cash generated from operations
Hong Kong Profits Tax paid
Tax paid in other jurisdictions

NET CASH FROM OPERATING
ACTIVITIES

INVESTING ACTIVITIES
Purchase of property, plant and equipment
Withdrawal of pledged bank deposits
Proceeds from disposal of property,

plant and equipment
Interest received
Purchase of investment properties

NET CASH USED IN
INVESTING ACTIVITIES

colourmixey MoriMor O  VeCK)  Wwdnko

2018 2017
FET FET
HKS$°000 HK$°000
9,280 (21,975)
(4,475) 2,076
240 241
33,739 40,779
6,560 4,941
(31,630) (9,937)
(182) (139)
742 978
304 471
14,578 17,435
12,071 (21,002)
(8,677) 4,908
12,522 5,872
3,198 16,346
1,308 11
35,000 23,570
@211) (10,046)
(2,960) (4,767)
31,829 8,757
(15,979) (23,779)
5,843 -
703 175
182 139

- (86,163)
(9,251) (109,628)
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For the year ended 31st March, 2018

FINANCING ACTIVITIES
Repayment of import loans
Repayment of bank loans
Dividends paid

Interest paid on bank borrowings
New import loans raised

New bank loans raised

NET CASH (USED IN) FROM
FINANCING ACTIVITIES

NET (DECREASE) INCREASE IN
CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE YEAR

EFFECT OF FOREIGN EXCHANGE
RATE CHANGES

CASH AND CASH EQUIVALENTS
AT END OF THE YEAR
Represented by bank balances,

deposits and cash

2018 2017
FET FET
HKS$°000 HK$°000
(405,013) (313,627)
(82,757) (83,198)
(2,053) (26,277)
(6,558) (4,941)
391,144 362,141
65,700 173,760
(39,537) 107,858
(16,959) 6,987
80,269 74,226
1,858 (944)
65,168 80,269
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For the year ended 31st March, 2018
1. General

The Company was incorporated as an exempted company with limited
liability in the Cayman Islands and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The directors of
the Company consider the direct holding company is Silver Crown Profits
Limited, a company incorporated in the British Virgin Islands, which is
ultimately owned by HSBC International Trustee Limited for The J Cheng
Family Trust. The addresses of the registered office and the principal place
of business of the Company are disclosed in “Corporate Information” of the
annual report.

The Company is an investment holding company. The principal activities of
its principal subsidiaries are set out in note 30.

The consolidated financial statements are presented in Hong Kong dollar,
(“HKS$”) which is also the functional currency of the Company.

2.  Application of New and Revised Hong Kong Financial
Reporting Standards (“HKFRSs”)

Amendments to HKFRSs that are mandatorily effective for the current year

The Group has applied the following amendments to HKFRSs issued by the
Hong Kong Institute of Certified Public Accountants (the “HKICPA™) for
the first time in the current year:

Amendments to HKAS 7 Disclosure Initiative
Amendments to HKAS 12 Recognition of Deferred Tax Assets for Unrealised Losses
Amendments to HKFRS 12 As part of the Annual Improvements to HKFRSs 2014 - 2016

Cycle
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For the year ended 31st March, 2018
2.  Application of New and Revised Hong Kong Financial

Reporting Standards (“HKFRSs”) ( Continued)

Amendments to HKAS 7 Disclosure Initiative

The Group has applied these amendments for the first time in the current
year. The amendments require an entity to provide disclosures that enable
users of financial statements to evaluate changes in liabilities arising from
financing activities, including both cash and non-cash changes. In addition,
the amendments also require disclosures on changes in financial assets if cash
flows from those financial assets were, or future cash flows will be, included
in cash flows from financing activities.

Specifically, the amendments require the following to be disclosed: (i) changes
from financing cash flows; (ii) finance costs; (iii) dividends recognised as
distribution; (iv) the effect of changes in foreign exchange rate; and (v) other
changes.

A reconciliation between the opening and closing balances of these items
is provided in note 33. Consistent with the transition provisions of the
amendments, the Group has not disclosed comparative information for the
prior year. Apart from the additional disclosure in note 33, the application of
these amendments has had no impact on the Group's consolidated financial
statements.

Except as described above, the application of the amendments to HKFRSs in
the current year has had no material impact on the Group’s performance and
financial positions for the current and prior years and/or disclosures set out
in these consolidated financial statements.
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For the year ended 31st March, 2018

2.  Application of New and Revised Hong Kong Financial
Reporting Standards (“HKFRSs”) ( Continued)

New and Revised HKFRSs and interpretations that have been issued but not yet effective

The Group has not early applied the following new and revised HKFRSs and
interpretations that have been issued but are not yet effective:

HKFRS 9
HKFRS 15

HKFRS 16

HKFRS 17

HK(IFRIC) - Int 22
HK(IFRIC) - Int 23
Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKFRS 9

Amendments to HKFRS 10 and HKAS 28

Amendments to HKAS 19
Amendments to HKAS 28

Amendments to HKAS 28

Amendments to HKAS 40
Amendments to HKFRSs

Financial Instruments'
Revenue from Contracts with Customers and
the related Amendments'
Leases
Insurance Contracts*
Foreign Currency Transactions and Advance Consideration'

Uncertainty over Income Tax Treatments

Classification and Measurement of Share-based
Payment Transactions'

Applying HKFRS 9 Financial Instruments with
HKFRS 4 Insurance Contracts'

Prepayment Features with Negative Compensation”

Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture?®

Plan Amendment, Curtailment or Settlement?
Long-term Interests in Associates and Joint Ventures
As part of the Annual Improvements to HKFRSs

2014 - 2016 Cycle!

Transfers of Investment property'
Annual Improvements to HKFRSs 2015 - 2017 Cycle*

! Effective for annual periods beginning on or after Ist January, 2018.

2 Effective for annual periods beginning on or after 1st 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 1st January, 2021.
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For the year ended 31st March, 2018
2.  Application of New and Revised Hong Kong Financial

Reporting Standards (“HKFRSs”) ( Continued)

HKFRS 9 Financial Instruments

HKFRS 9 introduces new requirements for the classification and
measurement of financial assets, financial liabilities, general hedge accounting
and impairment requirements for financial assets.

Key requirements of HKFRS 9 which are relevant to the Group are:

. all recognised financial assets that are within the scope of HKFRS 9
are required to be subsequently measured at amortised cost or fair
value. Specifically, debt investments that are held within a business
model whose objective is to collect the contractual cash flows, and
that have contractual cash flows that are solely payments of principal
and interest on the principal outstanding are generally measured at
amortised cost at the end of subsequent accounting periods. Debt
instruments that are held within a business model whose objective is
achieved both by collecting contractual cash flows and selling financial
assets, and that have contractual terms that give rise on specified dates
to cash flows that are solely payments of principal and interest on the
principal amount outstanding, are generally measured at fair value
through other comprehensive income ("FVTOCI"). All other financial
assets are measured at their fair value at subsequent accounting
periods, and

. in relation to the impairment of financial assets. HKFRS 9 requires an
expected credit loss model, as opposed to an incurred credit loss model
under HKAS 39 Financial Instruments: Recognition and Measurement.
The expected credit loss model requires an entity to account for
expected credit losses and changes in those expected credit losses
at each reporting date to reflect changes in credit risk since initial
recognition. In other words, it is no longer necessary for a credit event
to have occurred before credit losses are recognised.
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For the year ended 31st March, 2018

2.  Application of New and Revised Hong Kong Financial
Reporting Standards (“HKFRSs”) ( Continued)

HKFRS 9 Financial Instruments ( Continued)

Based on the Group's financial instruments and risk management policies as
at 31st March, 2018, the directors of the Company anticipate the following
potential impact on initial application of HKFRS 9:

Classification and measurement

Except for financial assets that are subject to expected credit losses
measurement, all the financial assets and financial liabilities will continue to
be measured on the same basis as are currently measured under HKAS 39.

Impairment

In general, the directors of the Company anticipate that the application of
the expected credit loss model of HKFRS 9 will result in earlier provision of
credit losses which are not yet incurred in relation to the Group's financial
assets measured at amortised costs and other items that subject to the
impairment provisions upon application of HKFRS 9 by the Group.

Based on the assessment by the directors of the Company, if the expected
credit loss model was to be applied by the Group, the accumulated amount
of impairment loss to be recognised by Group as at Ist April, 2018 may
be increased as compared to the accumulated amount recognised under
HKAS 39 mainly attributable to expected credit losses provision on trade
receivables. Such further impairment recognised under expected credit loss
model would reduce the opening retained profits at 1st April, 2018.

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 was issued which establishes a single comprehensive model
for entities to use in accounting for revenue arising from contracts with
customers. HKFRS 15 will supersede the current revenue recognition
guidance including HKAS 18 Revenue, HKAS 11 Construction Contracts and
the related interpretations when it becomes effective.

The core principle of HKFRS 15 is that an entity should recognise revenue to
depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in
exchange for those goods or services. Specifically, the Standard introduces a
S-step approach to revenue recognition:
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For the year ended 31st March, 2018
2.  Application of New and Revised Hong Kong Financial

Reporting Standards (“HKFRSs”) ( Continued)

HKFRS 15 Revenue from Contracts with Customers ( Continued)

Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligations in the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the performance obligations in the
contract

Step 5: Recognise revenue when (or as) the entity satisfies a performance
obligation

Under HKFRS 15, an entity recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or services underlying
the particular performance obligation is transferred to the customer. Far
more prescriptive guidance has been added in HKFRS 15 to deal with specific
scenarios. Furthermore, extensive disclosures are required by HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS 15 in relation
to the identification of performance obligations, principal versus agent
considerations, as well as licensing application guidance.

The Group currently recognises revenue from sale of goods upon transfer of
risk and rewards. Upon application of HKFRS 15, revenue will be recognised
when control of goods and services underlying the relevant performance
obligation is transferred. The directors of the Company anticipate that
the application of HKFRS 15 in the future may result in more disclosures,
however, the directors of the Company do not anticipate that the application
of HKFRS 15 will have a material impact on the timing and amounts of
revenue recognized in the respective reporting periods.

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the identification of lease
arrangements and accounting treatments for both lessors and lessees. HKFRS
16 will supersede HKAS 17 Leases and the related interpretations when it
becomes effective.
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For the year ended 31st March, 2018
2.  Application of New and Revised to Hong Kong Financial

Reporting Standards (“HKFRSs”) ( Continued)
HKFRS 16 Leases ( Continued)

HKFRS 16 distinguishes lease and service contracts on the basis of whether
an identified asset is controlled by a customer. Distinctions of operating
leases and finance leases are removed for lessee accounting, and is replaced
by a model where a right-of-use asset and a corresponding liability have to be
recognised for all leases by lessees, except for short-term leases and leases of
low value assets.

The right-of-use asset is initially measured at cost and subsequently measured
at cost (subject to certain exceptions) less accumulated depreciation and
impairment losses, adjusted for any remeasurement of the lease liability. The
lease liability is initially measured at the present value of the lease payments
that are not paid at that date. Subsequently, the lease liability is adjusted
for interest and lease payments, as well as the impact of lease modifications,
amongst others. For the classification of cash flows, the Group currently
presents upfront prepaid lease payments as investing cash flows in relation to
leasehold lands for owned use and those classified as investment properties
while other operating lease payments are presented as operating cash
flows. Upon application of HKFRS 16, lease payments in relation to lease
liability will be allocated into a principal and an interest portion which will be
both presented as financing cash flows by the Group.

Under HKAS 17, the Group has already recognised an asset for prepaid lease
payments for leasehold lands where the Group is a lessee. The application of
HKFRS 16 may result in potential changes in classification of these assets
depending on whether the Group presents right-of-use assets separately or
within the same line item at which the corresponding underlying assets would
be presented if they were owned.

In contrast to lessee accounting, HKFRS 16 substantially carries forward the
lessor accounting requirements in HKAS 17, and continues to require a lessor
to classify a lease either as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS 16.

As at 31st March, 2018, the Group had non-cancellable operating lease
commitments of HK$500,961,000 as disclosed in note 24. A preliminary
assessment indicates that these arrangements will meet the definition of a
lease under HKFRS 16. Upon application of HKFRS 16, the Group will
recognise a right-of-use asset and a corresponding liability in respect of all
these leases unless they qualify for low value or short-term leases.

2018 F#k




VEEKO INTERNATIONAL HOLDINGS LIMITED

in B M B HRRME

Notes to the Consolidated Financial Statements

BE_E_N\F=A=+—HILEE
2. ERFHITRKETZE
BRI E ER(E)
BB HREELEI6HHE (18)
tesh  AEBBFRE T Z HRERER
£96,015,0008 T R B WL Z FIRERE
B£1,336,000/ 8T BB AEETERIE 1757
BRHZEE T ZHFRERE - IREEBHTE
HMEEBFIRHAENIBEZESE » ZF
BRE WP EEFEREERZIE
Rt > ZERESZREERE TREZEH
A MERMARKHEIRAEIEER
18 o HENZREHERSFHZ AR
Bt AFREEEZRIEER - HEUWE
Z A REHEREFEEZARBHIRAETE
FTHEEHE -

itEsh - FEFA#TFRSE AT REBEN b SRR AT
B RIREBESFHEZE -

BB B ERFBA0GHETTAREYEZ#E
B2
EEEITAEFERENERAREYE
B RIMEMERSHASTBRARE
MEZFES  WANATBRERERSH
A% - Bal 0 AEBEEREEHEERNA
S FEBALR -

AAREBRY  HEAVEZLRENY
B ERAZFEITAREEHAEEREK
M 2 iF A M B MRIE R RRZEER -

bR TR ERSN c AARERTAMERE
o e RATMERT 2 BB M E LR K52
BEARZARETEHAEB RS
BRREREATE -

Annual Report 2018

For the year ended 31st March, 2018
2.  Application of New and Revised to Hong Kong Financial

Reporting Standards (“HKFRSs”) ( Continued)

HKFRS 16 Leases ( Continued)

In addition, the Group currently considers refundable rental deposits paid
of HK$96,015,000 and refundable rental deposits received of HK$1,336,000
as rights and obligations under leases to which HKAS 17 applies. Based on
the definition of lease payments under HKFRS 16, such deposits are not
payments relating to the right to use the underlying assets, accordingly, the
carrying amounts of such deposits may be adjusted to amortised cost and
such adjustments are considered as additional lease payments. Adjustments to
refundable rental deposits paid would be included in the carrying amount of
right-of-use assets. Adjustments to refundable rental deposits received would
be considered as advance lease payments.

Furthermore, the application of new requirements may result in changes in
measurement, presentation and disclosure as indicated above.

Amendments to HKAS 40 Transfers of Investment Property

The amendments clarify that a transfer to, or from, investment property
necessitates an assessment of whether a property meets, or has ceased to
meet, the definition of investment property, supported by observable evidence
that a change in use has occurred. Currently, the Group accounts for such
transfer only upon commencement of an operating lease.

The directors of the Company anticipate that the application of these
amendments will result in early recognition of such transfers on the Group’s
consolidated financial statements in future periods should there be a change

in use of any of its properties.

Except as described above, the directors of the Company anticipate that the
application of other new and revised to HKFRSs and interpretations will
have no material effect on the Group’s consolidated financial statements in

the foreseeable future.
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For the year ended 31st March, 2018
3. Significant Accounting Policies

The consolidated financial statements have been prepared in accordance with
HKFRSs issued by the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by the Rules Governing the
Listing of Securities (the “Listing Rules”) on the Stock Exchange and by the
Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the historical
cost basis except for investment properties that are measured at fair value at
the end of each reporting period, as explained in the accounting policies set
out below.

Historical cost is generally based on the fair value of the consideration given
in exchange of goods.

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at
the measurement date, regardless of whether that price is directly observable
or estimated using another valuation technique. In estimating the fair value
of an asset or a liability, the Group takes into account the characteristics of
the asset or liability if market participants would take those characteristics
into account when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for share-based
payment transactions that are within the scope of HKFRS 2 Share-based
Payment, leasing transactions that are within the scope of HKAS 17, and
measurements that have some similarities to fair value but are not fair value,
such as net realisable value in HKAS 2 Inventories or value in use in HKAS
36 Impairment of Assets.

A fair value measurement of a non-financial asset takes into account a
market participant’s ability to generate economic benefits by using the asset
in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.
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For the year ended 31st March, 2018
3.  Significant Accounting Policies ( Continued)

In addition, for financial reporting purposes, fair value measurements are
categorised into Level 1, 2 or 3 based on the degree to which the inputs to the
fair value measurements are observable and the significance of the inputs to
the fair value measurement in its entirety, which are described as follows:

. Level 1 inputs are quoted prices (unadjusted) in active markets
for identical assets or liabilities that the entity can access at the
measurement date;

. Level 2 inputs are inputs, other than quoted prices included within
Level 1, that are observable for the asset or liability, either directly or
indirectly; and

. Level 3 inputs are unobservable inputs for the asset or liability.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial statements
of the Company and entities controlled by the Company and its subsidiaries.
Control is achieved when the Company:

. has power over the investee;

. is exposed, or has rights, to variable returns from its involvement with
the investee; and

. has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and
circumstances indicate that there are changes to one or more of the three
elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains control over
the subsidiary and ceases when the Group loses control of the subsidiary.
Specifically, income and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement of profit or loss
and other comprehensive income from the date the Group gains control until
the date when the Group ceases to control the subsidiary.

Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies in line with the Group’s
accounting policies.

All intra-group assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are eliminated in full
on consolidation.
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For the year ended 31st March, 2018
3.  Significant Accounting Policies ( Continued)

Revenue recognition

Revenue is measured at the fair value of the consideration received or
receivable. Revenue is reduced for estimated customer returns, rebates and
other similar allowances.

Revenue is recognised when the amount of revenue can be reliably measured;
when it is probable that future economic benefits will flow to the Group and
when specific criteria have been met for each of the Group’s activities, as
described below.

Revenue from the sale of goods is recognised when goods are delivered and
titles have passed.

Rental income, including rental invoiced in advance, from properties under
operating leases, is recognised in profit or loss on a straight-line basis over
the terms of the relevant leases.

Interest income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate
that exactly discounts the estimated future cash receipts through the expected
life of the financial asset to that asset’s net carrying amount on initial
recognition.

Investment properties

Investment properties are properties held to earn rentals and/or for capital
appreciation.

Investment properties are initially measured at cost, including any directly
attributable expenditure. Subsequent to initial recognition, investment
properties are measured at their fair value. Gains or losses arising from
changes in the fair value of investment properties are included in profit or
loss for the period in which they arise.

If an item of investment property becomes a property, plant and equipment
because its use has changed as evidenced by commencement of owner-occupation,
the carrying amount of that item at the date of transfer is recognised as the
cost of property, plant and equipment.

An investment property is derecognised upon disposal or when the investment
property is permanently withdrawn from use and no future economic benefits
are expected from its disposals. Any gain or loss arising on derecognition of
the property (calculated as the difference between the net disposal proceeds
and the carrying amount of the asset) is included in profit or loss in the
period in which the property is derecognised.
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3.  Significant Accounting Policies ( Continued)

Property, plant and equipment

Property, plant and equipment including leasehold land and buildings held
for use in the production or supply of goods, or for administrative purposes
are stated in the consolidated statement of financial position at cost or
deemed cost less subsequent accumulated depreciation and accumulated
impairment losses, if any.

Depreciation is recognised so as to write off the cost of assets less their
residual values over their estimated useful lives, using the straight-line
method. The estimated useful lives, residual values and depreciation method
are reviewed at the end of each reporting period, with the effect of any
changes in estimate accounted for on a prospective basis.

If an item of property, plant and equipment becomes an investment property
because its use has changed as evidenced by end of owner-occupation, any
difference between the carrying amount and the fair value of that item
at the date of transfer is recognised in other comprehensive income and
accumulated in “property revaluation reserve”. On the subsequent sale or
retirement of the asset, the relevant revaluation reserve will be transferred
directly to retained profits.

An item of property, plant and equipment is derecognised upon disposal or
when no future economic benefits are expected to arise from the continued
use of the asset. Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the difference between
the sales proceeds and the carrying amount of the asset and is recognised in
profit or loss.

Impairment on tangible assets

At the end of the reporting period, the Group reviews the carrying amounts
of its tangible assets to determine whether there is any indication that those
assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent
of the impairment loss, if any.

When it is not possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the cash-generating
unit to which the asset belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and consistent allocation basis
can be identified.
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For the year ended 31st March, 2018
3.  Significant Accounting Policies ( Continued)

Impairment on tangible assets (Continued)

Recoverable amount is the higher of fair value less costs to sell 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 (or a cash-generating unit) for which the estimates of future cash flows
have not been adjusted.

If the recoverable amount of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the
asset is increased to the revised estimate of its recoverable amount, but so
that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the
asset in prior years. A reversal of an impairment loss is recognised as income
immediately in profit or loss.

Leasing

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

The Group as lessor

Rental income from operating leases is recognised in profit or loss on a
straight-line basis over the term of the relevant lease.

The Group as lessee

Operating lease payments are recognised as an expense on a straight-line basis
over the lease term. Contingent rentals arising under operating leases are
recognised as an expense in the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases,
such incentives are recognised as a liability. The aggregate benefit of
incentives is recognised as a reduction of rental expense on a straight-line
basis.
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3.  Significant Accounting Policies ( Continued)

Leasing ( Continued)

Leasehold land and buildings

When the Group makes payments for a property interest which includes both
leasehold land and building elements, the Group assesses the classification of
each element separately based on the assessment as to whether substantially
all the risks and rewards incidental to ownership of each element have been
transferred to the Group, unless it is clear that both elements are operating
leases in which case the entire property is accounted as an operating lease.
Specifically, the entire consideration (including any lump-sum upfront
payments) are allocated between the leasehold land and the building elements
in proportion to the relative fair values of the leasehold interests in the land
element and building element at initial recognition.

To the extent the allocation of the relevant payments can be made reliably,
interest in leasehold land that is accounted for as an operating lease is
presented as “prepaid lease payments” in the consolidated statement of
financial position and is amortised over the lease term on a straight-line basis
except for those that are classified and accounted for as investment properties
under the fair value model. When the payments cannot be allocated reliably
between the leasehold land and building elements, the entire property is
generally classified as if the leasehold land is under finance lease.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost of
inventories are determined on a first-in, first-out method. Net realisable value
represents the estimated selling price for inventories less all estimated costs of
completion and costs necessary to make the sale.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take a
substantial period of time to get ready for their intended use or sale, are
added to the cost of those assets until such time as the assets are substantially
ready for the intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in
which they are incurred.
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For the year ended 31st March, 2018
3.  Significant Accounting Policies ( Continued)

Financial instruments

Financial assets and financial liabilities are recognised when a group entity
becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate, on initial
recognition.

Financial assets

The Group’s financial assets are classified as loans and receivables. The
classification depends on the nature and purpose of the financial assets and is
determined at the time of initial recognition.

Effective interest method

The effective interest method is a method of calculating the amortised cost
of a debt instrument and of allocating interest income over the relevant
period. The effective interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees and points paid or received that form
an integral part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the debt instrument, or,
where appropriate, a shorter period, to the net carrying amount on initial
recognition.

Interest income is recognised on an effective interest basis for debt
instruments.
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3.  Significant Accounting Policies ( Continued)

Financial instruments ( Continued)

Financial assets (Continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. Subsequent
to initial recognition, loans and receivables (including trade and other
receivables, rental and utility deposits paid, pledged bank deposits and
bank balances, deposits and cash) are measured at amortised cost using the
effective interest method, less any impairment (see accounting policy on
impairment of financial assets below).

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end of each
reporting period. Financial assets are considered to be impaired when there is
objective evidence that, as a result of one or more events that occurred after
the initial recognition of the financial assets, the estimated future cash flows
of the financial assets have been affected.

Objective evidence of impairment could include:
. significant financial difficulty of the issuer or counterparty; or

. breach of contract, such as default or delinquency in interest and
principal payments; or

. it becoming probable that the borrower will enter bankruptcy or
financial re-organisation.

Objective evidence of impairment for a portfolio of receivables could include
the Group’s past experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the average credit period,
observable changes in national or local economic conditions that correlate
with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment
loss recognised is the difference between the asset’s carrying amount and the
present value of the estimated future cash flows discounted at the financial
asset’s original effective interest rate.
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For the year ended 31st March, 2018
3.  Significant Accounting Policies ( Continued)

Financial instruments ( Continued)

Financial assets (Continued)
Impairment of financial assets ( Continued)

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

For financial assets measured at amortised cost, if, in a subsequent period,
the amount of impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment loss was recognised,
the previously recognised impairment loss is reversed through profit or loss
to the extent that the carrying amount of the asset at the date the impairment
is reversed does not exceed what the amortised cost would have been had the
impairment not been recognised.

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are classified as either
financial liabilities or as equity in accordance with the substance of the
contractual arrangements and the definitions of a financial liability and an
equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the
assets of the Group after deducting all of its liabilities. Equity instruments
issued by the Group are recognised at the proceeds received, net of direct
issue costs.

Effective interest method

The effective interest method is a method of calculating the amortised cost
of a financial liability and of allocating interest expense over the relevant
period. The effective interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or received that
form an integral part of effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial liability,
or, where appropriate, a shorter period, to the net carrying amount on initial
recognition.

Interest expense is recognised on an effective interest basis.

Financial liabilities at amortised cost

Financial liabilities including trade and other payables, rental deposits
received and secured bank borrowings are subsequently measured at
amortised cost, using the effective interest method.
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3.  Significant Accounting Policies ( Continued)

Financial instruments ( Continued)

Derecognition

The Group derecognises a financial asset only when the contractual rights
to the cash flows from the asset expire, or when it transfers the financial
asset and substantially all the risks and rewards of ownership of the asset to
another entity.

On derecognition of a financial asset in its entirety, the difference between
the asset’s carrying amount and the sum of the consideration received and
receivable and cumulative gain or loss that had been recognised in other
comprehensive income and accumulated in equity is recognised in profit or
loss.

The Group derecognises financial liabilities when, and only when, the
Group’s obligations are discharged, cancelled or have expired. The difference
between the carrying amount of the financial liability derecognised and the
consideration paid and payable is recognised in profit or loss.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that entity
(foreign currencies) are recorded at the rates of exchanges prevailing on the
dates of the transactions. At the end of the reporting period, monetary items
denominated in foreign currencies are retranslated at the rates prevailing at
that date. Non-monetary items that are measured in terms of historical cost
in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on
the retranslation of monetary items, are recognised in profit or loss in the
period in which they arise except for exchange differences on monetary
items receivable from or payable to a foreign operation for which settlement
is neither planned nor likely to occur (therefore forming part of the net
investment in the foreign operation), which are recognised initially in other
comprehensive income and reclassified from equity to profit or loss on
disposal or partial disposal of the Group’s interests.
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For the year ended 31st March, 2018
3.  Significant Accounting Policies ( Continued)

Foreign currencies ( Continued)

For the purposes of presenting the consolidated financial statements, the
assets and liabilities of the Group’s foreign operations are translated into the
presentation currency of the Group (i.e. Hong Kong dollar) using exchange
rates prevailing at the end of each reporting period. Income and expenses
items are translated at the average exchange rates for the year, unless
exchange rates fluctuate significantly during the period, in which case, the
exchange rates prevailing at the dates of transactions are used. Exchange
differences arising, if any, are recognised in other comprehensive income and
accumulated in equity under the heading of translation reserve.

Taxation

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

The tax currently payable is based on taxable profit for the year. Taxable
profit differs from “profit before tax” as reported in the consolidated
statement of profit or loss and other comprehensive income because of
income or expense that are taxable or deductible in other years and items
that are never taxable or deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted or substantively enacted by
the end of the reporting period.

Deferred tax is recognised on temporary differences between the carrying
amounts of assets and liabilities in the consolidated financial statements
and the corresponding tax bases used in the computation of taxable profit.
Deferred tax liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable that taxable profits
will be available against which those deductible temporary differences can
be utilised. Such assets and liabilities are not recognised if the temporary
difference arises from the initial recognition of assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.
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For the year ended 31st March, 2018
3.  Significant Accounting Policies ( Continued)

Taxation ( Continued)

Deferred tax liabilities are recognised for taxable temporary differences
associated with investments in subsidiaries except where the Group is able to
control the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences associated with such
investments are only recognised to the extent that it is probable that there
will be sufficient taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse in the foreseeable
future.

The carrying amount of deferred tax assets is reviewed at the end of the
reporting period and reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow all or part of the asset to
be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply in the period in which the liability is settled or the asset
is realised, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group expects,
at the end of the reporting period, to recover or settle the carrying amount of
its assets and liabilities.

For the purposes of measuring deferred taxes for investment properties
that are measured using the fair value model, the carrying amounts of such
properties are presumed to be recovered entirely through sale, unless the
presumption is rebutted. The presumption is rebutted when the investment
property is depreciable and is held within a business model whose objective
is to consume substantially all of the economic benefits embodied in the
investment property over time, rather than through sale. If the presumption
is rebutted, deferred tax for such investment properties are measured in
accordance with the above general principles set out in HKAS 12 (i.e. based
on the expected manner as to how the properties will be recovered).

Current and deferred tax are recognised in profit or loss, except when they
relate to items that are recognised in other comprehensive income or directly
in equity, in which case, the current and deferred tax are also recognised in
other comprehensive income or directly in equity, respectively.
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For the year ended 31st March, 2018
3.  Significant Accounting Policies ( Continued)

Retirement benefits costs and termination benefits

Payments to the defined contribution retirement benefit plans, including
state-managed retirement benefit schemes and the Mandatory Provident
Fund Scheme, are recognised as an expense when employees have rendered
service entitling them to the contributions.

A liability for a termination benefit is recognised at the earlier of when the
Group entity can no longer withdraw the offer of the termination benefit and
when it recognises any related restructuring costs.

Short-term employee benefits

Short-term employee benefits are recognised at the undiscounted amount
of the benefits expected to be paid as and when employees rendered the
services. All short-term employee benefits are recognised as an expense unless
another HKFRS requires or permits the inclusion of the benefit in the cost of
an asset.

A liability is recognised for benefits accruing to employees (such as wages and
salaries, annual leave) after deducting any amount already paid.

Equity-settled share-based payment transactions

Share options granted to employees of the group entities

Equity-settled share-based payments are measured at the fair value of the
equity instruments at the grant date. Details regarding the determination of

the fair value of equity-settled share-based transactions are set out in note 26.

The fair value of the equity-settled share-based payments determined at
the grant date without taking into consideration all non-market vesting
conditions is expensed on a straight-line basis over the vesting period, based
on the Group's estimate of equity instruments that will eventually vest, with
a corresponding increase in equity (share option reserve). At the end of each
reporting period, the Group revises its estimate of the number of equity
instruments expected to vest based on assessment of all relevant non-market
vesting conditions. The impact of the revision of the original estimates, if any,
is recognised in profit or loss such that the cumulative expense reflects the

revised estimate, with a corresponding adjustment to the share option reserve.
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For the year ended 31st March, 2018
3.  Significant Accounting Policies ( Continued)

Equity-settled share-based payment transactions ( Continued)

Share options granted to employees of the group entities ( Continued)

When share options are exercised, the amount previously recognised in share
option reserve will be transferred to share premium. When the share options
are forfeited/cancelled after the vesting date or are still not exercised at the
expiry date, the amount previously recognised in the share option reserve will
be transferred to retained profits.

4. Critical Accounting Judgements and Key Sources of
Estimation Uncertainty

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

estimates.

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

Critical judgements in applying accounting policies

The following are the critical judgements, apart from those involving
estimations (see below), that the directors have made in the process of
applying the Group’s accounting policies and that have the most significant
effect on the amounts recognised in the consolidated financial statements.
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For the year ended 31st March, 2018
4. Critical Accounting Judgements and Key Sources of
Estimation Uncertainty ( Continued)

Critical judgements in applying accounting policies (Continued)

Deferred taxation on investment properties

For the purposes of measuring deferred tax liabilities arising from investment
properties that are measured using the fair value model, the directors of the
Company have reviewed the Group’s investment property portfolios and
concluded that:

(1) the Group’s investment properties located in Hong Kong are not held
under a business model whose objective is to consume substantially
all of the economic benefits embodied in the investment properties
over time. Therefore, in measuring the Group’s deferred taxation
on investment properties located in Hong Kong, the directors of the
Company have determined that the presumption that the carrying
amounts of investment properties measured using the fair value model
are recovered entirely through sale is not rebutted. As a result, the
Group has not recognised any deferred taxes on changes in fair value
of investment properties located in Hong Kong as the Group is not
subject to any income taxes on disposal of its investment properties.

(i)  the Group's investment properties located in the PRC are held
under a business model whose objective is to consume substantially
all of the economic benefits embodied in the investment properties
over time. Therefore, in measuring the Group's deferred taxation
on investment properties located in the PRC, the directors of
the Company have determined whether the presumption that the
carrying amounts of investment properties measured using the fair
value model are recovered entirely through sale is rebutted and
the Group has recognised deferred tax on changes in fair value of
investment properties on the basis that the deferred tax reflects the tax
consequences that will follow from the manner in which the Group
expects at the end of the reporting period to recover the carrying
amount of the investment properties.
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For the year ended 31st March, 2018
4. Critical Accounting Judgements and Key Sources of
Estimation Uncertainty ( Continued)

Key sources of estimation uncertainty

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

Allowance for inventories

Inventories are stated at lower of cost and net realisable values. Management
has determined the allowance for obsolete and slow-moving inventory
items at the end of reporting period with reference to the inventory ageing
analysis, expected market conditions, and by comparing the carrying amount
of inventories with their estimated net realisable values, primarily based
on the latest selling prices. When estimating the net realisable values of the
inventories, significant degree of management judgement, assumptions and
estimation are applied. When the net realisable values of the inventories are
lower than expectation, further allowance may arise. As at 31st March, 2018,
the carrying amount of inventories (net of allowance of HK$8,301,000 (2017:
HK$12,776,000)) is HK$498,522,000 (2017: HK$506,118,000).

Valuation of investment properties

The Group’s investment properties are measured at fair value at the end
of each reporting period based on valuations performed by independent
qualified professional valuer engaged by the Group. Management works
closely with the valuer and exercises judgement to establish the appropriate
valuation technique and key inputs to the model. In determining the fair
values of parking spaces, the valuer considers the key inputs including market
observable transactions of similar properties and taking into account of the
differences in the location and condition of the investment properties under
direct comparison approach. In determining the fair value of the commercial
property and industrial properties, the valuer considers the key inputs
including capitalisation rate and monthly market rent per square foot/meter
under income capitalisation approach. As at 31st March, 2018, the fair value
of the Group’s investment properties amounted to HK$157,801,000 (2017:
HK$104,700,000).

The management is satisfied that the valuation reflect the current market
conditions. Details of the carrying amount of the Group’s investment
properties are disclosed in Note 13.
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For the year ended 31st March, 2018
4. Critical Accounting Judgements and Key Sources of
Estimation Uncertainty ( Continued)

Key sources of estimation uncertainty ( Continued)

Impairment on property, plant and equipment

Property, plant and equipment are carried at cost less accumulated
depreciation and accumulated impairment losses, if any. These carrying
amounts are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amounts may not be recoverable.
The review comprises a comparison of the carrying amount and recoverable
amount of the property, plant and equipment. Where the actual future
cash flows or fair value less costs to sell are less or more than expected, or
unfavourable changes in facts and circumstances which result in downward
revision of the estimated future cash flows for the purpose of determining
the value in use, impairment loss may arise. As at 31st March, 2018, the
carrying amount of property, plant and equipment is HK$191,246,000 (2017:
HK$214,651,000).

5. Segment Information

(a)  Operating segments
Information reported to the executive directors of the Company, being
the chief operating decision makers, for the purposes of resource
allocation and assessment of segment performance focuses on types
of goods delivered. No operating segments have been aggregated in
arriving at the reportable segments of the Group as identified by the
chief operating decision makers.

The Group’s reportable and operating segments under HKFRS 8 are
Cosmetics and Fashion, of which principal activities are as follows:

Cosmetics —  Sale of cosmetics

Fashion —  Manufacture and sale of ladies fashion
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For the year ended 31st March, 2018
5.  Segment Information ( Continued)

(a)  Operating segments ( Continued)

PHENRRES SEGMENT REVENUE AND RESULTS
LTFAREERRESHEETA The following is an analysis of the Group’s revenue and results by
EB 2SR EBD o operating and reportable segments.
BE_FT-N\E For the year ended 31st March, 2018
=B=+—HLtEE
feh £33 PERE ig e
Cosmetics Fashion Segment Total  Eliminations  Consolidated
TET TAR TER TET TAR
HKS$°000 HKS$°000 HKS$’000 HKS$’000 HKS$’000
EXE TURNOVER
HIMEE External sales 1,573,867 354,453 1,928,320 = 1,928,320
NERZHE Inter-segment sales - 287 287 (287) -
1,573,867 354,740 1,928,607 (287) 1,928,320
SEER SEGMENT LOSS (6,083) (8,209) (14,292) - (14,292)
RENELATEELA Increase in fair value of
investment properties 31,630
HBA ~ Wit R g8 Other income, gains and losses 4,056
RRTHER Central administration costs (5,554)
MERMA Finance costs (6,560)
EEETRAT
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Profit before tax 9,280
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HE_ZE—\F=B=+—HLEFE For the year ended 31st March, 2018
5. SDEERGE) 5.  Segment Information ( Continued)
(a) EESHE(E) (a)  Operating segments (Continued)
R e ES C ) SEGMENT REVENUE AND RESULTS ( Continued)
BE_T—tF For the year ended 31st March, 2017
=B=+—HLtEE
e £ NERE g f7a
Cosmetics Fashion Segment Total ~ Eliminations Consolidated

TET TAR TET TERT TAT
HK$000  HK$000 HK$000  HK$000  HKS000

FEL TURNOVER
HIMAE External sales 1,604,151 413,299 2,017,450 - 2,017,450
NEEZHE Inter-segment sales - 527 527 (527) =
1,604,151 413,826 2,017,977 (527) 2,017,450

PHEER SEGMENT LOSS (14,634) (8,003) (22,637) - (22,637)
REMELATEELH Increase in fair value of

investment properties 9,937
HgA ~ Iat R g1 Other income, gains and losses 1,487
RRITHER Central administration costs (5,821)
MERA Finance costs (4,941)
35T R Loss before tax (21,975)
RREEEND AR 2 HEGR Inter-segment sales are charged at prevailing market rates for both
WMITHHEBETE - years.
EE D2 5 IR B EE3RR The accounting policies of the operating segments are the same as
IAEBZEETHEMRR - 928 the Group’s accounting policies described in note 3. Segment loss
BiEIEZR D EMEEZRIREIE represents the loss before tax incurred by each segment without
B EHRTEMABENEATE allocation of increase in fair value of investment properties, certain
BEAH BEFEHEMPA WEER other income, gains and losses, central administration costs and
BE A RITHEBEMERA finance costs. This is the measure reported to the executive directors of
FLEE o kBB IRDE BT the Company for the purposes of resource allocation and performance
BRREZBNAAQARHNITES assessment.
WEZFERKX -
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For the year ended 31st March, 2018
5.  Segment Information ( Continued)

(a)  EEAME(HE)
DEWBERFERE(E)

HRAARRTES L EERS
HEERABZEHUIEER
REERE > 2N EREZ

A e

Hitt 3 EEH

SR AEBEREEEASEE

(a)  Operating segments ( Continued)
SEGMENT REVENUE AND RESULTS ( Continued)

OTHER SEGMENT INFORMATION

No analysis of segment assets and liabilities is presented as the
executive directors of the Company do not review such information
for the purposes of resource allocation and performance assessment.

Amounts included in the measure of segment results or regularly

ELEBERRATHER 225 reviewed by the chief operating decision makers:
et Ed PERE NG| =e
Cosmetics Fashion ~Segment Total Corporate  Consolidated
FEL TAT TAT BT TAT
HKS$°000 HK$'000 HK$'000 HKS$°000 HK$'000
“E-N\F 2018
HFECBEMmEE)FEME  (Net reversal of allowance) net
allowance for inventories 500 (4,975) (4,475) - (4,475)
EX BEREMR Depreciation of property,
ZHE plant and equipment 20,221 11,010 31,231 2,508 33,739
Tt ERIE 2 Amortisation of prepaid
lease payments - 240 240 - 240
HEEX B Loss (gain) on disposal of property,
R&fsz iR (KaE) plant and equipment 783 (1) 742 = 742
BERMY i Capital expenditure
-EX KEREME - Property, plant and equipment 9,370 6,609 15,979 = 15,979
il % NERE 27 Ra
Cosmetics Fashion Segment Total Corporate  Consolidated
FET FER BT FEn FER
HK$000 HK$’000 HK$000 HK$000 HK$000
“2-tF 2017
FEEEE Net allowance for inventories 1,200 876 2,076 = 2,076
EX BRERER Depreciation of property,
ZIE plant and equipment 25,242 12,994 38,236 2,543 40,779
BRABERIE B Amortisation of prepaid
lease payments - 241 241 - 241
HEEL HiR Loss on disposal of property,
Rtk B8 plant and equipment 296 682 978 = 978
BARH . Capital expenditure
-E£ - BERGERE — Property, plant and equipment 14,431 9,348 23,779 = 23,779
-RENE - Investment properties — - - 86,163 86,163
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HE_ZE—\F=B=+—HLEFE For the year ended 31st March, 2018
5. SDEERGE) 5.  Segment Information ( Continued)
(b))  HEEH (b)  Geographical information
AEECEETBEUNEBRE The Group’s operations are principally located in Hong Kong and
Fi~ 8% MK RPEZH At Macau, Taiwan, Singapore and other regions of the PRC. Information
i - AEERBIKRERZI about the Group’s revenue from external customers is presented based
AREH T REEMRERET - on the geographical locations of operations.
2018 2017
FHET FH&T
HK$°000 HK$°000
HER AR Hong Kong and Macau 1,883,814 1,955,931
=Y Taiwan - 49
ik Singapore 9,385 25,942
FREE 2 Bt i (= Other regions of the PRC 35,121 35,528
1,928,320 2,017,450
HERBARBEAERZKE No revenue from a customer of the Group contributed over 10% of the
5838 A 5 B AR FE F B & total turnover of the Group of the corresponding years.
10% °
FEBFFRBEE(TEIEELR Information about the Group’s non-current assets (excluding deferred
REERCSHEREZES)BEHIZ tax assets and rental deposits paid) is presented based on geographical
BEEMEHEZT] - locations of the assets.
2018 2017
FHET FHET
HK$°000 HK$°000
&EBRIEM Hong Kong and Macau 299,930 285,405
A 2 H it & Other regions of the PRC 54,631 40,415
354,561 325,820
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BE_Z—/\F=HA=+—HLEHFE For the year ended 31st March, 2018
6. MWMERA 6.  Finance Costs
2018 2017
FH&T FH&T
HKS$’000 HK$°000
RITEENFEHXZ Interest expenses on bank borrowings 6,560 4,941
7. FERMEAX 7.  Income Tax Expense
2018 2017
FHET FH&T
HKS$’000 HK$°000
RIBRAZEIE The charge comprises:
FAEFBR Hong Kong Profits Tax
RNEE Current year 1,083 829
BIEFEEBSE (BEEEE) Under(over)provision in prior years 110 (6)
1,193 823
Ht AR = FER Income tax in other jurisdictions
REE Current year 1,692 3,405
BEFEREEBETRE Underprovision in prior years 126 206
1,818 3,611
IEMERRIA(ffEEI6) Deferred tax (Note 16)
REE Current year 1,007 (515)
4,018 3,919

MEEENTENESRMIAIREEESEZE  Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable
TR FIHRFRK16.5%5TH © profit for both years.
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BE_Z—/\F=HA=+—HLEHFE For the year ended 31st March, 2018
7. FIEMEBAZ(E) 7. Income Tax Expense (Continued)

ETFRRFMEEZB AR EMEF  Certain subsidiaries operating in Macau are subject to Macau complementary
WMRM2%  EPEFEEREERBE  tax of 12%, subject to finalisation of the tax liability with the relevant
MEEE - NAFEE > EMZEMWTE  tax authority. During the current year, an underprovision of income tax
90,000 ETT(—FE—L&F IR ZEBE  of HK$90,000 (2017: underprovision of income tax of HK$193,000) was
BHBTE193,000/87T ) BHEZRKMNEMNIE  recognised and charged to profit or loss.

Ao

RB(PEAREMBEAEMBESIEN"E  Under the Law of the PRC on Enterprise Income Tax (“EIT”) (the “EIT
EFBIRE L) REEMETENEEIEME - Law”) and Implementation Regulations of the EIT Law, the tax rate of PRC
B Y /8 A Rl 2 RRER A25% © subsidiaries is 25%.

AEEZAEHREAZRGSBREAEME  The income tax expense for the year can be reconciled to the profit (loss)
EUA TR ZBRIRBEF (&8 ) BEm T before tax per the consolidated statement of profit or loss and other
comprehensive income as follows:

2018 2017
FHET FHET
HK$°000 HK$’000
R AR AT A ( B518 ) Profit (loss) before tax 9,280 (21,975)
BREBFERMMEL6.5% Tax at Hong Kong Profits Tax
STERRIE rate of 16.5% 1,531 (3,626)
BRAMREMEIEEENER Effect of different tax rates applicable
ZTRMEB 2 E to operations in other jurisdictions (858) (910)
FIRIEM S T ARG 2 Tax effect of expenses not deductible
2RI E for tax purposes 3,296 1,126
FARIET 5 MIARTRUTA Tax effect of income not taxable
ZIRERE for tax purposes (5,915) (2,602)
B A SR B R T RS Utilisation of tax losses previously
ZIRIARE not recognised (4,265) (3)
mARERIRIEEB R MELE Tax effect of tax losses not recognised 9,361 8,092
i SR AR AR 2 P40 AR B A = Tax effect of deductible temporary
2B E difference not recognised 632 1,642
BEFEEBTE Underprovision in prior years 236 200
AEERMFERE X Income tax expense for the year 4,018 3,919

colourmixey MoriMor O  VeCK)  Wwdnko 2018 £}




VEEKO INTERNATIONAL HOLDINGS LIMITED

in B M B HRRME

Notes to the Consolidated Financial Statements

BHEZZ-N\F=A=1+—HLEE

8. AFEERF(EE)

REEHF(ER)SHBR(GTA)
TEIRIA

BETRFAX(BFEESME)
(Hiz29)
M R E b g
EHER
LR 17 e B R 2 AE
RIKTEFIET IR

TR SRR HH

R BEm M =
—RRBURT
— IR BB
RBHAXZEFERAN(MZ)

EX BERXBZINE

SRITRBUWA

HEEZE  BMERREZ
B8R ER (T A EMUTA
st K g5i8)

FESEIR(GTAEMUTA
st K g548)

REREMEZHEWA
(BETEKZZH)

Hizt . RBRIZEERAEEFRF
& 356 [ 884,475,000 T (= F
— T & FHFEEE#2,076,000/&
JT) °

Annual Report 2018

For the year ended 31st March, 2018
8. Profit (loss) for the Year

Profit (loss) for the year has been
arrived at after charging (crediting):

Employee benefits expenses (including
directors’ emoluments) (Note 9):
Salaries and other benefits
Redundancy cost
Share-based payments
Retirement benefits scheme contributions

Amortisation of prepaid lease payments
Auditors’ remuneration
— audit services
— non-audit services
Cost of inventories recognised
as expenses (Note)
Depreciation of property,
plant and equipment
Bank interest income
Loss on disposal of property,
plant and equipment, net
(included in other income,
gains and losses)
Net exchange loss (included in other
income, gains and losses)
Rental income from investment properties,
with negligible outgoings

2018 2017
FET FET
HKS$000 HKS$°000
240,230 263,124
2,226 -
304 471
12,150 14,318
254,910 277,913
240 241
1,827 1,979
343 473
1,180,315 1,214,399
33,739 40,779
(182) (139)
742 978
2,274 729
(3,874) (1,347)

Note: Cost of inventories recognised as expenses included net reversal of
allowance for inventories of HK$4,475,000 (2017: net allowance for

inventories of HK$2,076,000).
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BHEZZ-N\F=A=1+—HLEE
9. EFRTHRIEME
ENSEM AN ZE—t%F B ES

ZAZEEMTF :
—E-N\E

ik

s
FERER
BATERIET IR

e RE
“E-tF

ik

Hibi &
HEREH
TR

i 1%

For the year ended 31st March, 2018

9.

Directors’ and the Chief Executive Officer’s Emoluments

as follows:

2018

Fees
Other emoluments
Salaries and allowances
Retirement benefits scheme
contributions

Total emoluments

2017

Fees
Other emoluments
Salaries and allowances
Retirement benefits scheme
contributions

Total emoluments

* MEBZXEIABEAARTHME =
#Ho LB EARRZHEEE
AR AETT BURRRF AT IR (2 AR -

colourmixey MoriMor O  VeCK)  Wwdnko

Executive director "¢

The emoluments paid or payable to each of the five (2017: five) directors were

HTER
REZTL
(frodes)
Ms. Lam Independent non-executive director "
HENEE Yuk Sum BB TESR
Mr. Cheng (Chief EHBRELT HYAEE HAEXRE
Chung Man, Executive  Dr, Fok Kam Mr.Lam  Mr. Yeung &it
Johnny Officer)” Chu, John Man Tin Wing Kay Total
TEx TAxT TR TAL FAL T
HK$°000 HK$’000 HK$°000 HK$000 HKS$°000 HK$°000
- - 130 130 150 410
1,560 660 - - - 2,220
18 3 - - = 49
1,578 691 130 130 150 2,679
Executive director "
g
RERAT
(fTH#H)
Ms. Lam Independent non-executive director "/
BENEE Yuk Sum B TES
Mr. Cheng (Chief BT MXA%E HAERE i
Chung Man, Executive  Dr. Fok Kam Mr.Lam  Mr. Yeung At
Johnny Officer)*  Chu, John Man Tin Wing Kay Total
TR TER TET TET TAT TR
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
- - 130 130 150 410
1,560 660 - - = 2,220
18 29 - - - 47
1,578 689 130 130 150 2,677

Ms. Lam Yuk Sum is also the chief executive officer of the Company and

her emoluments disclosed above included those services rendered by her as

the chief executive officer.
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9. EBRITHHEIMME
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oz

(a) LERAIRZHATESHEERM
REEEARARAEBEHZ
TRRARR TS T S

(b) ERAITRZBIFATESHE
FEAMBRSFREELAQARDEETZR
FETEEAY ©

(c) BEE_Z—N\FER-ZE—tH
=B=1t—HLEEE AEHL
BAESERITHBESZTME
EBEMARER Z 3R B
HE - I TTHREE S EME
EMERBE_ZT—/\FER-E
—tHF=B=+—HIFEHE
EEN = -

10. EEME

RAFEER AfisSHFALTEE
(Z2—tF —)XARRAESE AEH
B ROFFIEE A ESCRIEE9 - BRI (=
T—CF ) EREFHALHME0T

FE - UROBERZEN
R H Ao F

B RIRERA 2 R FRIE

R IRTEFIET & R

Annual Report 2018

For the year ended 31st March, 2018
9. Directors’ and the Chief Executive Officer’s Emoluments

( Continued)

Notes:

(a) The executive directors’ emoluments shown above were mainly for their
services in connection with the management of the affairs of the Company
and the Group.

(b) The independent non-executive directors’ emoluments shown above were
mainly for their services as directors of the Company.

(c) During the years ended 31st March, 2018 and 2017, no emoluments were
paid by the Group to the directors and the chief executive officer as an
inducement to join or upon joining the Group or as compensation for loss
of office. In addition, neither the chief executive officer nor any of the
directors waived any emoluments during the years ended 31st March, 2018
and 2017.

10. Employees’ Emoluments

During the year, the five highest paid individuals included one (2017: one)
director of the Company, whose emoluments are set out in note 9 above. The
emoluments of the remaining four (2017: four) highest paid individuals are as

follows:

2018 2017
FHET FET
HK$°000 HK$°000

Salaries, share-based payments
and other benefits 3,586 3,557
Performance related incentive payments 294 196
Retirement benefits scheme contributions 72 70
3,952 3,823
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BHEZZ-N\F=A=1+—HLEE

10. EEME(#E)

BEWEN T T5I600E :

T#Bi#E1,000,0005 T
1,000,001 7T 21,500,000 7T

HE-B-N\FR-E—LF=A=+—
AR AEELRAERA LM
& {EBEMA K E 2 5 E 58
18 o

11. B8
REEEREDENEZRE

ZE\FHHEREER0.5EA
(Z2—tF 22 —tFE
FREARR B3 AR0.6:8 L)

“E-CHFERRE E
(Z2—t& Z2—AEFE
REBRR B = BR0.578Al)

For the year ended 31st March, 2018
10. Employees’ Emoluments ( Continued)

2018 2017
EE&HE BEHE
No. of No. of
employees employees
Their remuneration was within the
following bands:
Not exceeding HK$1,000,000 3 3
HK$1,000,001 to HK$1,500,000 1

During the years ended 31st March, 2018 and 2017, no emoluments were paid
by the Group to these individuals as an inducement to join or upon joining
the Group or as compensation for loss of office.

11. Dividends

Dividends recognised as distribution during the year:

2018 2017
FTET FTET
HKS$'000 HK$'000

2018 interim dividend of HKO0.5 cent (2017:
2017 interim dividend of HKO0.6 cent) per
share 11,944 14,333
2017 final dividend of nil (2017: 2016 final
dividend of HKO.5 cent) per share
- 11,944

11,944 26,277
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BE-ZE—\F=B=+—HILEFE
11. BRE(#)

RAFEAR B-T—N\FHHPRKREM
REBRMBMTRE - ZFRERG

For the year ended 31st March, 2018
11. Dividends ( Continued)

During the year, scrip dividends were offered in respect of the 2018
interim dividends. These scrip dividends were accepted by the majority of

BEE K Z BAL R EMR : shareholders, as follows:
2018 2017 2016
Interim Interim Final
i HA AR FRHA
FET FET FET
HK$°000 HK$°000 HK$°000

BB : Dividends:

Be Cash 2,053 14,333 11,944
LI E Scrip alternative 9,891 = =
11,944 14,333 11,944

AABREBEZURESRBE_ZT—N\F
REARR B B AR0. 5 AL 5 $£4912,288,0005%
T MARRIR A SERREK AR 1R
R ERERFBEARE EiE - 57
FE -

12. SREBEF(EE)

AARFEEANELBREART(BE)
THIRAEERF5,262,0008T( —E—+
F L FERE51825,894,000# T ) R B 81T
RATE BEEMEFHE (AT A )E
g °

BRHEAR
M EBREARA(ER)Z
@R NE T

BE_Z—/\F=B=+—HLEEZE
B EER B F 2 5t B RS A AR 2 A
REITE  AAZFBBREITEESS
BORBEZE-—N\E=RA=+—HILF
EZFI9HE -

BE_Z—tHF=A=+—HLEFEZSE
B E R IBRYET H X MR AR A N B 2 FE AR
REITE  AAZFRENTERESR
gD o

Annual Report 2018

The 2018 final dividend of HKO0.5 cent per share totalling of approximately
HK$12,288,000 in cash, with a scrip option has been proposed by the
directors of the Company and is subject to approval by the shareholders in
the forthcoming annual general meeting.

12. Earnings (Loss) Per Share

The calculation of the basic earnings (loss) per share attributable to the
owners of the Company is based on the profit for the year of HK§5,262,000
(2017: loss for the year of HKS$25,894,000) and on the weighted average
number of ordinary shares of the Company set out below.

2018 2017
Number of shares
Weighted average number of ordinary
shares for the purpose of basic earnings
(loss) per share 2,398,670,091 2,388,884,410

The computation of diluted earnings per share for the year ended 31st March,
2018 does not assume the exercise of the Company’s share options because
the exercise price of those options was higher than the average market price
for shares for the year ended 31st March, 2018.

The computation of diluted loss per share for the year ended 31st March,
2017 does not assume the exercise of the Company’s share options since their
assumed exercise would result in a decrease in loss per share.
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HE-ZE— /\E=B=+—HI
FE - HRHEBARITIZ G
A MRPEZIDTENE
(ZE—tF AR EEZAR
) AZEEEE - Hik - BRE{ES
7l 8,384,000 T ( —E—LF
155,000 7T ) 21,437,000 55 ( =
E—LF E|)UHRBRIAE
¥ BERXBZIENMERD
SIATET A E FIEZHRE Lt fE
B#E(ZE—tF : BIAEE
MEREBZAEMN)EEBE
BREVE ZEMEZAFEE
REREHHE KPR
EREXBEMERARRBIA
BREEGBE - EE -BERSZ
B RFEMEERIEZAFEE
25 5A7,761,0008 T (ZE—t
£ 11,950,000 7T ) 523,889,000
BT(ZZE—tF:8)MNKE
G R 7% B 1& 53 Bl A51,940,0005% T
(ZE—E 5 11,795,000/ 7T ) &
972,000 T (ZE—t&F 1 §&)
% MREZEHREMEEEKA
FREEED

For the year ended 31st March, 2018

13. Investment Properties
THET
HK$°000
FAIR VALUE
At Ist April, 2016 6,650
Additions 86,163
Transferred from property, plant and equipment (note) 1,950
Increase in fair value recognised in profit or loss 9,937
At 31st March, 2017 104,700
Transferred from property, plant and equipment (note) 16,145
Transferred from prepaid lease payment (note) 5,326
Increase in fair value recognised in profit or loss 31,630
At 31st March, 2018 157,801

Note:

During the year ended 31st March, 2018, the use of certain industrial
properties located in the PRC (2017: parking spaces located in Hong
Kong) have been changed which with the commencement of various
operating leases entered into with tenants. As a result, the industrial
properties previously included in property, plant and equipment and the
relevant land use rights included in prepaid lease payments (2017: parking
spaces included in property, plant and equipment) with carrying values
of HK$8,384,000 (2017: HK$155,000) and HK$1,437,000 (2017: nil),
respectively, were transferred to investment properties. The properties
were fair-valued by Savills Valuation and Professional Services Limited
at the date of transfer based on the income capitalisation approach at
the date of transfer. The fair value of property, plant and equipment
and prepaid lease payments of HK$7,761,000 (2017: HK$1,950,000)
and HK$3,889,000 (2017: nil) net of the deferred tax liabilities of
HKS$1,940,000 (2017: HK$1,795,000) and HK$972,000 (2017: nil),
respectively, were recognised in other comprehensive income at the date of
transfer.
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13. IREYEE)
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B WRERIEREME -
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FZRA=+—HZAFEEDRBEAE
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ZAEEEE - ARARNFTEEREDEZ
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ZEIXAEAREMNGEEDRAE
BRICBAEE  MEZEAMENZETLIE
MENRABABREETE - ERLEE
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FTREREREVEZMERMRAZER
MIEH A% - IWABEARLERBRKEIHIHE
HHEZ ANANE2WABRES - U
REMEREEGETISHEE - RAFE
A - fh B I )

PEETMELATEER  MERSARE
R aEERTAE -

BERLEBUE

AR EBERAZER—IBTE
BABBAEUMENRTHR LTBEZ
X5 FREELESE UERIVER
MRZTE > BEAEMHNATEES
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For the year ended 31st March, 2018
13. Investment Properties ( Continued)

The investment properties of the Group represents the parking spaces in an
industrial building located in Hong Kong, a commercial property located
in Hong Kong and certain industrial properties located in the PRC. All
of the Group’s properties interests held to earn rental and/or for capital
appreciation purposes are measured using the fair value model and are
classified and accounted for as investment properties.

The fair value of the Group’s investment properties at 31st March, 2018
and 2017 have been arrived at on the basis of valuations carried out on that
date by Savills Valuation and Professional Services Limited, an independent
qualified professional valuer not connected with the Group and possessing
the appropriate qualifications and experience in the valuation of properties in
the relevant locations. Savills Valuation and Professional Services Limited is
a member of the Hong Kong Institute of Surveyors.

The valuation was determined based on the direct comparison approach
for parking spaces in an industrial building and income capitalisation
approach for the commercial property and the industrial properties. Direct
comparison approach reflects market observable transactions for similar
properties, mainly adjusted for differences in the location and condition of
the investment properties. Income capitalisation approach reflects the rental
income of contractual tenancy capitalised for the unexpired terms of tenancy
and the reversionary market rent after expiry of tenancy in capitalisation.
There has been no change to the valuation technique during the year.

In estimating the fair value of the properties, the highest and best use of the
properties is considered to be their current use.

Direct comparison approach

One of the key inputs used in valuing the parking spaces, was the market
observable transactions of similar properties. Using direct comparison
approach and, taking into account of the differences in the location
and condition, fair values ranged from HK$1,100,000 to HK$1,880,000
(2017:HK$1,000,000 to HK$1,800,000) per parking space. The increase in the
market price per parking space would result in an increase in the fair value of
the parking space, and vice versa.
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SR ERZERAMEEEMAZES
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For the year ended 31st March, 2018
13. Investment Properties ( Continued)

Income capitalisation approach

Two of the key inputs used in valuing the commercial property located in
Hong Kong were 1) the capitalisation rate of 2.80% (2017: 3.2%) and 2) the
monthly market rent of HK$315 (2017: HK$315) per square foot. Two of
the key inputs used in valuing the industrial properties located in the PRC
were 1) the capitalisation rate of 5.25% (2017: n/a) and 2) the monthly market
rent ranging from RMB11.70 to RMB21.00 (2017: n/a) per square meter. Any
increase in the capitalisation rate would result in a significant decrease in the
fair value of the commercial and industrial properties, and vice versa, any
increase in monthly market rent per square foot/meter would result in an
increase in the fair value of the commercial and industrial properties, and vice

versa.

The Group’s investment properties are categorised within level 3 of the fair
value hierarchy as at 31st March, 2018 and 2017.

There were no transfers into or out of Level 3 during the year.

The Group has pledged investment properties with a total of HK$136,400,000
(2017: HK$102,750,000) to secure general banking facilities granted to the
Group.
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HE_ZE—\F=B=+—HLEFE For the year ended 31st March, 2018
4. EBEEX- -BEREE
14. Property, Plant and Equipment
et e
REF  BFER BREREE GAREE  BAERG RE ait

Leasehold
landand  Leaschold ~ Plantand Furniture and Office Motor
buildings improvements  machinery fixtures  equipment vehicles Total

TER TEn TER TER TER TER TER
HKS000  HKS000  HKS000  HKS000  HKS'000  HKS000  HKS000

A COST

AZE-RENA-H At Ist April, 2016 204,266 135,399 33,186 66,587 23,138 6,586 469,162
ERHAE Exchange adjustments (2.813) (2,020) (1982) (141) (123) (119) (7,198)
7E Additions = 13334 203 8,221 2,01 = 23,779
HE /i Disposalshwrite-off - (13.097) (63) (3,782) (2,435) (360) (20,309)
BERENE Transferred to investment properties (694) - - - - - (694)
RZB-tE=A=1+-H At 315t March, 2017 200,759 133,616 30,1 70,885 2,601 6,107 464,740
ERHE Exchange adjustments 4713 3,054 3,14 137 117 139 11,484
e Additions = 9,995 11 4445 1,528 = 15979
HE /R Disposalshwrite-off = (24.815) (9.480) (6,007) (1,546) (1,107) (42,955)
BERENE Transferred to investment properties (11,499) - - - - - (11,499)
RZE-\E=F=1-H At 31t March, 2018 193,973 122,030 U407 69,460 22,700 5,139 437,749
it DEPRECIATION

RZE-RENA-H At Ist April, 2016 33,898 109,940 30,680 37,846 17,666 3,173 233,803
ERHAE Exchange adjustments (635) (1,933) (1,868) (132) (112) (119) (4,798)
ERE Provided for the year 6,973 17,083 1,363 11,037 3414 909 40,779
HE /HIERES Eliminated on disposalsfwrite-off - (12,823) (631) (3,309) (2,033) (360) (19,156)
BERENE Transferred to investment properties (539) - - - - - (539)
RZE-tE=A=+-A At 31t March, 2017 39,697 112,267 29,544 45,44 18935 4,204 250,089
ERAY Exchange adjustments 1,211 3,142 2,579 131 108 129 7,300
ERE Provided for the year 6,921 13414 1,148 8,976 2411 863 33,739
HE /HIERES Eliminated on disposalsfwrite-off - (24,634) (9,310) (4969) (1490) (1,107) (41,510)
BERENE Transferred to investment properties (3,115 - - - - - (3,115)
RZE-\F=A=+-A At 31t March, 2018 44720 104,189 23,961 49,580 19,964 4,089 246,503
FEE CARRYING VALUES

RZE-\F=f=1-H At 31t March, 2018 149,253 17,861 466 19,880 2,736 1,050 191,46
RZE-tE=A=+-A At 31t March, 2017 161,062 21,349 1.8 25,443 3,606 1,903 214651

AEBZHES LT HEEFTUNREER The Group’s leasehold land and buildings are located in Hong Kong and the
[ o PRC.
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BE_Z—/\F=HA=+—HLEHFE For the year ended 31st March, 2018
14. BEX BER%W(AZ) 14. Property, Plant and Equipment ( Continued)

Y EE¥ - BMERXHEEBERIEREME  The above items of property, plant and equipment, less their residual values,

BV EHER L T FIRERTE are depreciated on a straight-line basis at the following rates per annum:
et REF REEEH

Leasehold land and buildings Over the terms of leases

HERFRE 20%ER IR E FH(LRBE R LE)

Leasehold improvements 20% or over the terms of the leases, whichever is shorter

i BB R 1 25

Plant and machinery 25%

BEMREE

Furniture and fixtures 20%

WAEE

Office equipment 3313%

RE

Motor vehicles 20%

AEBEKMIRMEE123,569,000t(=  The Group has pledged leasehold land and buildings with a carrying value of

FT—HE 1 129,029,000/ 7T ) 2 S it HK$123,569,000 (2017: HK$129,029,000) to secure general banking facilities
KT U AEEER—MIRITMESR  granted to the Group.
B o

HE_ZEZ— /\F=BA=+—HLEEE B During the year ended 31st March, 2018, leasehold land and buildings with
H1E8,384,000 7L ( ZFE—1EF : 155,000 a carrying value of HK$8,384,000 (2017: HK$155,000) was transferred to
B )ZHELHREFEERZEREY  investment properties resulting in a gain on revaluation of properties of

¥ BHEEMEWETT61,00087T(Z  HKS$7,761,000 (2017: HK$1,795,000) recognised in other comprehensive
T—EF 11,795,000 )R EMEEUY  income.
ARARER o
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For the year ended 31st March, 2018
15. Prepaid Lease Payments

The Group’s prepaid lease payments comprise:

2018 2017

FERT TET

HK$°000 HK$°000

Leasehold land outside Hong Kong 5,768 6,705
Analysed for reporting purpose as:

Current asset 254 236

Non-current asset 5,514 6,469

5,768 6,705

16. Deferred Taxation

For the purpose of presentation in the consolidated statement of financial

position, certain deferred tax assets and liabilities have been offset. The

following is the analysis of the deferred tax balances for financial reporting

purposes:
2018 2017

FET TFET

HK$°000 HK$°000

Deferred tax assets 6,451 7,612
Deferred tax liabilities (6,533) (3,775)
(82) 3,837
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16. EEMIB(#AZ) 16. Deferred Taxation ( Continued)
TXAAFERBFFEHRDBZEEREEL  The following are the major deferred tax assets (liabilities) recognised and
RBEE(BR)REREEE : movements thereon during the current and prior years:
REREMN
ZEEER RER
Temporary HERF
EffiE difference Unrealised
Revaluation of from tax profit on st
properties depreciation inventories Total
FER TER TER TEn
HKS$°000 HKS$°000 HKS$000 HK$000
W-E-AEMA—A At Ist April, 2016 (3,043) (408) 6,773 3,32
RREEFEA(FI%) Credited (charged) to profit or loss 133 1,311 (929) 515
KZE2—tE=A=+-H At 31st March, 2017 (2,910) 903 5,844 3,837
A HINETED) Credited (charged) to profit or loss 133 137 (1,277) (1,007)
REMEEBARGIZ Charged to other comprehensive
income (2,912) - - (2.912)
N=B-\E=B=+-B At 31st March, 2018 (5.689) 1,040 4,567 82)

RZF—NE=RA=+—H AKET At 31st March, 2018, the Group had unused tax losses of HK$128,709,000
L3 8 R 2R R BF £ 8 A A9 14 R B A AR IR (2017: HK$106,585,000) available for offset against future assessable profits.
1548 5128,709,0008 T (Z B — L &F :

106,585,000 7T ) °

REZEB—N\F=RA=+—H ' HIEKRER At 31st March, 2018, no deferred tax asset has been recognised in respect of
BRI GBI RIR - SUb L WX T the unused tax losses of HK$128,709,000 (2017: HK$106,585,000) due to the
B R B AR IR R548128,709,0008 7T (ZF  unpredictability of future assessable profit streams. Included in unrecognised
— T 1 106,585,000 7T )FEFIELEIIE  tax losses are losses of HK$28,351,000 (2017: HK$19,617,000) that will expire
BE - RMESBRABREERIKZF—  in 2019 to 2023 (2017: 2018 to 2022), other losses may be carried forward
FEZER=_F(ZF-EE ' ZF—/\  indefinitely.

FEZTZZF)BIH228,351,000% 7T

(ZE—1EF 119,617,000 T ) E48 ° H

ft 5 48 mJ SR AR5 8E o
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A
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For the year ended 31st March, 2018
16. Deferred Taxation (Continued)

As at 31st March, 2018, the Group had deductible temporary differences
mainly arising from tax depreciation of HK$10,030,000 (2017: HK$15,424,000).
Deferred tax assets have been recognised in respect of such deductible
temporary differences of HK$6,202,000 (2017: HK$5,473,000). No deferred
tax asset has been recognised in relation to the remaining deductible
temporary differences of HK$3,828,000 (2017: HK$9,951,000) as it is not
probable that assessable profit will be available against which the deductible
temporary differences can be utilised.

Under the EIT Law of the PRC, withholding tax is imposed on dividends
declared in respect of profits earned by the PRC subsidiaries from 1st
January, 2008 onwards. Deferred tax has not been provided for in the
consolidated financial statements in respect of temporary differences
attributable to undistributed and accumulated profits of the PRC subsidiaries
amounting to HK$63,759,000 (2017: HK$60,612,000) as the Group is able
to control the timing of the reversal of the temporary differences and it is
probable that the temporary differences will not reverse in the foreseeable

future.

17. Inventories

2018 2017

FHET FHET

HK$°000 HK$°000

Raw materials 12,089 8,465
Work in progress 14,199 13,497
Finished goods 472,234 484,156
498,522 506,118
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18. EWESHIEREM 18. Trade and Other Receivables
FE U 7 1H

2018 2017
FHET FH&T
HK$°000 HK$’000
W E BFIE Trade receivables 34,917 16,057
Hth FE U RIE Other receivables 18,376 19,542
53,293 35,599

AL B HHEECEWRFRIEH F30H The Group allows 30 to 60 days credit period for receivables from sales
ZOHZEEH MG FItRERZEE counters and a credit period of 60 to 120 days to its wholesale customers. The
BN F0HZE1208 - LT ARAHEH  following is an aged analysis of trade receivables presented based on the
ROBRBEAWPEINZEWESZFIEZEE  invoice date at the end of the reporting period:

R -
2018 2017
FERT TAT
HK$’000 HK$’000
30HA Within 30 days 24,801 8,777
31—60H 31 — 60 days 160 352
61—90H 61 — 90 days 308 671
91—120H 91 — 120 days 4,770 1,006
#1208 Over 120 days 4,878 5,251
34,917 16,057
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18. BWESHIERHM
FEUFRIE(#E )

REERBREMFHERT SR S5H
EEFZBEEERR  LFEEEER
ZIEEMR  UETEEFRZEEHE - &
SEEAEERHRFANEZERIEMH
EEHE  LEHMBRIETEFZEEH
EoRAMER 8N (—F—tF:
82% ) Z FEUS 8 5 Fr I8 36 3F 38 £ 2 3t £ tH
BEE - AARESTABKEZHIEE
BRRRRY - MaZSEH AN ERCEN K
L% ©

AEBZENEZHIEREEGEIENARE
B8Rz FE I 7008 A IR {E4,103,00078 7T
(ZZ—+1F 12,813,000/ ) * AEEI
M| EHR R AR E - AEBUBAEE
FEEMF B EMIEIRSR - KEBDEZEEUR
HEMRERZKEE Rt BN RS ERK
HitbZEI AR AR R {ERIE -

RARESHPRZBZEHEZE@HBE
RiE{EZ IS ZFIRRE T ¢

61 -90H
91 - 120H
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For the year ended 31st March, 2018
18. Trade and Other Receivables ( Continued)

Before accepting any new wholesale customers, the Group assesses the
potential customer’s credit quality by investigating their historical credit
record and defines credit limits by customer. Credit sales are made to
customers with a satisfactory and trustworthy credit history. Credit limits
attributed to customers are reviewed regularly. At the end of the reporting
period, 88% (2017: 82%) of the trade receivables are neither past due
nor impaired. In the opinion of the directors of the Company, the trade
receivables are of good credit quality and those debtors did not have any
default payment history.

Included in the Group’s trade receivables balances are debtors with an
aggregate carrying amount of HKS$4,103,000 (2017: HK$2,813,000) which
are past due at the reporting date for which the Group has not provided
for impairment loss. The Group does not hold any collateral over these
balances. Majority of these receivables have been subsequently settled and
accordingly, no impairment loss was made in the consolidated statement of
profit or loss and other comprehensive income.

Ageing of trade receivables presented based on the invoice date at the end of
the reporting period which are past due but not impaired are set out as below:

2018 2017

T#ET TET

HK$°000 HK$’000

61 — 90 days - 257
91 — 120 days 4,103 2,556
4,103 2,813
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FEWSRIE (75 )

FEEZ EINE 7R Kk E AR RIAS
LIBRMERARZINEEEBLUINZ E¥EET
BZEEMT :

R-F—N\FE=B=+—H
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19. {EEFRITHER

HERBAAEBEAER —WRTME
SPEMIEIR P IRITZER - ZERERETF
R LUEEEHBSRITIE S - B AR ED
BE - REE_Z—N\F=B=+—HL
FE 0 EFRRETFFEN F1.20%
E3.14%(ZF—LF 1 0.55%F3.00% )&t
B ZEMBEUARBEE -

FEZ EMRIRITRVE 2 S E RS - %%
FHRERBE—_ZT—N\F=R=+—HIL
FREEMFRIEM -
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For the year ended 31st March, 2018
18. Trade and Other Receivables (Continued)

The Group’s trade and other receivables that are denominated in currencies

other than the functional currency of the relevant group entities are set out as

below:

HUAREEHE L& TEHE

Denominated in
Renminbi (“RMB”) HK$
FET FET
HK$’000 HK$’000
At 31st March, 2018 818 5,424
At 31st March, 2017 1,116 4,326

19. Pledged Bank Deposits

The amounts represented deposits pledged to a bank to secure general
banking facilities granted to the Group. The deposits have been pledged to
secure short-term bank borrowings and were therefore classified as current
assets. During the year ended 31st March, 2018, the deposits carry fixed
interest rates ranging from 1.20% to 3.14% (2017: 0.55% to 3.00%) per
annum. The amounts are denominated in RMB.

The deposits were released during the year ended 31st March, 2018 with the
removal of this requirement on renewal of the banking facilities.

2018 F#k
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AE B Z IRITHEER R IFFIRIRITIRITER
FEFRNF0.001%E0.30%( ZE—HEF:
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21. EFGBSRIERHEHME
(RE/SE]

R-E—N\FE=A=+—H ' Fx&£EZ
FEAS 8 5 708 R H M FE S sRIB BB FE 1T
B 5 7 IE55,961,0008 T ( ZE— L & :
46,116,000 7T ) c IRAMEER @ RER
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30BA
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61 —90H
#90H

02 Annual Report 2018

colourmix &

For the year ended 31st March, 2018
20. Bank Balances, Deposits and Cash

The Group’s bank balances and deposits carry interest at prevailing bank
deposits rates ranging from 0.001% to 0.30% (2017: 0.001% to 1.85%) per
annum and have an original maturity of three months or less.

The Group’s bank balances and deposits that are denominated in currencies
other than the functional currency of the relevant group entities are set out as

below:
RAR#EEE NAETEHE UETEHE
Denominated in
United
States
dollar
RMB HKS$ (“USD”)
FET FET F#ET
HK$000 HKS$°000 HK$’000
At 31st March, 2018 192 9,074 2,337
At 31st March, 2017 1,882 2,352 69

21. Trade and Other Payables

At 31st March, 2018, included in the Group’s trade and other payables were
trade payables of HK$55,961,000 (2017: HK$46,116,000). Details of the aged
analysis of trade payables presented based on the invoice date at the end of
the reporting period are as follows:

2018 2017

FET FET

HK$°000 HK$’000

Within 30 days 43,814 25,974
31 - 60 days 7,963 16,408
61 — 90 days 1,693 2,029
Over 90 days 2,491 1,705
55,961 46,116

MORIMOR O




BeBEFRZERBRAR

AN EE I
Notes to the Consolidated Financial Statements

BE_Z—/\F=HA=+—HLEHFE For the year ended 31st March, 2018
21. EFNESFIEREMME  21. Trade and Other Payables (Continued)
fFFRIE(#E )
AEEHMEMNRIBZ2TMOT ¢ An analysis of the Group’s other payables is set out below:
2018 2017
FHET FiET
HK$’000 HK$’000
FEETER Accrued expenses 33,919 35,095
H1th FE{F 7018 Other payables 9,681 6,817
Ht IR Other taxes payables 1,495 998
45,095 42,910

AEEEMNEZHNIBEREMEFKIEFL  The Group’s trade and other payables denominated in currencies other than
BREBEARZINEEELIINZEMEHE  the functional currency of the relevant group entities are set out below:

ZE&EATF -
LTt UARBEHE MErTEHE
Denominated in

Euro
HKS$ RMB (“EUR”)
F#&T FET FET
HK$°000 HKS$’000 HK$°000
R-ZE—-N\NE=ZB=+—H At 31st March, 2018 19 = 5,527
RIE—tH=A=+—H At 31st March, 2017 359 68 1,052

22. BEWEBTEE 22. Secured Bank Borrowings
2018 2017
FHET FHET
HK$°000 HK$°000
RITER Bank loans 208,810 225,867
EOEM Import loans 60,396 74,265
269,206 300,132
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22. FIRHIRITEE(E) 22. Secured Bank Borrowings (Continued)

BIEMRITEERIR TIIMERE The secured bank borrowings are repayable as follows:

2018 2017
FHET FHET
HK$°000 HK$’000
EEEEEZREE": Carrying amounts repayable*:
—FA Within one year 201,936 218,322
BTHE In the second year 14,540 14,540
E=FELF(BEEERE) In the third to fifth year inclusive 34,245 35,577
EEME More than five years 18,485 31,693
269,206 300,132
IRE{EZ T ¢ Analysis of carrying amounts:
REBBEIETNHR—ERN Amounts due within one year shown
iz &% under current liabilities 201,936 218,322
TRRMEER Carrying amount of bank loans that are
EBEF—FAREBRZIBITER not repayable within one year from
(BERBERERZER)ZREE the end of the reporting period but
(RtgERERERAE) contain a repayment on demand
clause hence shown as current liabilities 67,270 81,810
269,206 300,132
* ENRBEHNERBEAAEEE ¢ The amounts due are based on scheduled repayment dates set out in the

MEEEE%E -
AEBMZEENZHARES  REEF
FIZR (ERETHIFI =R ) 7T F1.50%ZF3.72%
(ZE—LF : 1.50%F2.95% )5t & o

DAREBARZINGEE BN E¥ET
EZAEERTEENT :

R-B—-—N\F=A=+—H
R-_E—tH#=A=+—H

RITEEUAEBRETEE BT RH
£¥25) o
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loan agreements.

The Group’s borrowings are floating-rate borrowings which carry interest
at effective interest rates (which are also equal to contracted interest rates)
ranging from 1.50% to 3.72% (2017: 1.50% to 2.95%) per annum.

The Group’s bank borrowings that are denominated in currencies other than
the functional currency of the relevant group entities are set out as below:

HUEmEtE LBt ETHE
Denominated in
USD EUR
FET TET
HK$°000 HK$°000
At 31st March, 2018 8,817 4,849
At 31st March, 2017 13,318 6,167

The bank borrowings are secured by certain assets of the Group (see note 25).
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23. =X 23. Share Capital
LEREE
Number of EE
ordinary shares Value
FH&T
HK$°000
LA (BAEE0.0LETT) Ordinary shares at HK$0.01 each
ERE Authorised:
RIZE—AREWNA—H At Ist April, 2016,
—E—tHE=HA=+—HEF 31st March, 2017 and
—E2—-A\%=B=+—H 31st March, 2018 10,000,000,000 100,000
ERITRME : Issued and fully paid:
RIZ—ARENA—BX At Ist April, 2016 and
—E—tH=A=+—H 31st March, 2017 2,388,884,410 23,888
KBRS EMBITHARGD Issue of new shares in lieu of cash dividends
(H1z%) (Note) 68,692,164 687
mE—-N\E=HA=+—H At 31 st March, 2018 2,457,576,574 24,575

Wz : R-Z2—N\E-_BA\H ' AAT Note: On 8th February, 2018, the Company issued and allotted a total of

O ERR0.1448 THIT RERS 68,692,164 ordinary shares of HK$0.01 each at HK$0.144 per share, in lieu
1£68,692,1648% 55 PR HE {E0.0138 7T of cash for the 2018 interim dividend.

BB LRE-Z—N\&F4
HREKE -
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For the year ended 31st March, 2018
24. Operating Leases

The Group as lessee

During the year, the Group made rental payments for buildings under
operating leases as follows:

2018 2017

FAET THET

HKS$’000 HK$°000

Minimum lease payments 383,445 414,897
Contingent rental payments 71 493
383,516 415,390

At the end of the reporting period, the Group had commitments for future
minimum lease payments under non-cancellable operating leases which fall
due as follows:

2018 2017

THET FET

HK$°000 HK$’000

Within one year 282,937 337,572
In the second to fifth year inclusive 218,024 277,230
500,961 614,802

In addition to these commitments, the Group may pay additional rental
expenses in respect of certain premises which are contingent upon the level of

sales achieved by particular stores.

Operating lease payments represent rental payable by the Group for certain
of its retail stores and office properties. Leases are negotiated for an average
term of three years. Certain lease contracts are with contingent rental
arrangements.
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For the year ended 31st March, 2018

24. Operating Leases (Continued)

The Group as lessor

Property rental income earned during the year was HK$3,874,000 (2017:
HK$1,347,000). All of the properties held have committed tenants with
terms that ranged from six months to three years.

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

the following future minimum lease payments:

Within one year
In the second to fifth year inclusive

25. Pledge of Assets

2018 2017
FET FET
HK$’000 HKS$’000
5,212 3,448
7,897 5,584
13,109 9,032

At the end of the reporting period, the following assets were pledged by the

Group to certain banks to secure general banking facilities granted to the

Group:

Investment properties
Leasehold land and buildings
Pledged bank deposits

2018 2017
THET FExT
HK$’000 HKS$°000
136,400 102,750
123,569 129,029
- 5,843
259,969 237,622

2018 F#k
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+TZEBHEA  RBFFEHALRE
Mz EMEMERER S RITERES
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26. Share Option Scheme

Pursuant to an ordinary resolution passed at the annual general meeting of
the Company on 30th August, 2013, a share option scheme (the “Scheme™)
was adopted by the Company for the purpose of providing eligible
participants with the opportunity to acquire proprietary interests in the
Company and to encourage participants to work towards enhancing the
value of the Company and its shares for the benefit of the Company and its
shareholders as a whole. All directors, full-time employees and any other
persons who, in the sole discretion of the board of directors of the Company,
have contributed or will contribute to the Group are eligible to participate in
the Scheme.

Shares which may be issued upon exercise of all options to be granted under
the Scheme or any other share option scheme adopted by the Company must
not in aggregate exceed 10% of the shares of the Company in issue on the
date of adoption.

The Company may renew this 10% limit with shareholders’ approval
provided that each such renewal may not exceed 10% of the shares in the
Company in issue as at the date of the shareholders’ approval.

The total number of shares of the Company which may be issued upon
exercise of all outstanding options granted and yet to be exercised under the
Scheme or any other share option scheme adopted by the Company must not
exceed 30% of the shares in issue from time to time.

Unless approved by sharcholders of the Company, the total number of
shares of the Company issued and to be issued upon the exercise of the
options granted to each participant (including both exercised and unexercised
options) under the Scheme or any other share option scheme adopted by the
Company in any 12-month period must not exceed 1% of the shares of the
Company in issue.
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TEEER - RIRHERER - AAT A
EEETREAASABREZ EMR -
RHBIAEZ BHRN A2 EE R HE
BEENRGRBESN -+ —BRE
R AR BARRE AR R A 1T -

TTERBRY RS HE T 81T Z A A R RRYER
fEE > THEMRTIZBEZREE ' OR
ZNEE  ANRRSREMBEEZE
BERERZBGHWHE: ()BEENR
HAR AN B A A R B HABA R AT e
ZBHBRERZBHFHWSE RKiii)
REHNBHBZAARKRMBEE - AARE
EER2HEEIRHEEBRERNETREE -

R BT BT 2 B iR A
ARTERIBE BIIR H A 42 -

RZBE—NE=A=+—H  HREH
EEREBMARITHEZERESRZK
8B & 439,760,000 (ZE—t &
=HB=+—H :42,160,0008% ) » {5 A&AT]
EACSRITRHZIN —E—EE=H
=+—H:18%)-°

RREFEA > AARHERBEAA
NRERRHERE RN —CFR=
E-N\F=ZA=+—0H ' TEHEKRITEZ
fERRAE
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For the year ended 31st March, 2018
26. Share Option Scheme (Continued)

The period within which the options must be exercised will be specified by the
Company at the time of grant. This period must expire no later than 10 years
from the date of grant of the options. At the time of grant of the options,
the Company may specify a minimum period for which an option must be
held before it can be exercised. The offer of a grant of share options may be
accepted within 21 days from the date on which the letter containing the offer
is delivered to that participant and the amount payable on acceptance of an
option is HKS$1.

The subscription price for the shares of the Company to be issued upon
exercise of the options shall be no less than the highest of (i) the closing price
of the shares of the Company as stated in the daily quotations sheets issued
by the Stock Exchange on the date of offer; (ii) the average closing price of
the shares of the Company as stated in the daily quotations sheets issued by
the Stock Exchange for the five business days immediately preceding the date
of offer; and (iii) the nominal value of a share of the Company on the date of
offer. The subscription price will be established by the board of directors of
the Company at the time the option is offered to the participants.

No options may be granted under the Scheme after the date of the tenth
anniversary of the adoption of the respective share option scheme.

At 31st March, 2018, the number of shares in respect of which options had
been granted and remained outstanding under the Scheme in aggregate were
39,760,000 (31st March, 2017: 42,160,000), representing 1.6% (31st March,
2017: 1.8%) of the shares of the Company in issue at that date.

No options were granted to the directors of the Company during both years
or outstanding at 31st March, 2017 and 2018 under the Scheme.
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For the year ended 31st March, 2018
26. Share Option Scheme (Continued)

The following tables disclose details of options granted under the Scheme
held by employees of the Group and movements in such holdings.

During the year ended 31st March, 2018:

A

RZB-t& RZB-N\&
mA-H REER =A=+-A
BRITER LK i HATE
Exercise Balance Cancelled Outstanding
it A8 friEnRES e price at during at
Date of grant Vesting period Exercisable period per share 1.4.2017 the year 31.3.2018
“E-=%1+AtH “E-ZE1+pBtRE “E-"E+BtRE 0.2050}87 15,960,000 (1,200,000) 14,760,000
(8-#t) “E-RE+AAH “E-\E+AAH HK$0.2250
7th October, 2013 Tth October, 2013 Tth October, 2016
(Batch 1) to 6th October, 2016 to 6th October, 2018
—2-=%1+AtH “E-ZHt+ABtRE “E-\#+AtRZE 0.225047 15,960,000 (1,200,000) 14,760,000
(B=4) ~2-\F+RARH “2-REHARA HK$0.2250
Tth October, 2013 Tth October, 2013 Tth October, 2018
(Batch 2) to 6th October, 2018 to 6th October, 2020
—E-NENA=+HA “Z2-NEMNB-+HAZE ZE-tENAZ+hEE 0.3000}& 7T 2,120,000 - 2,120,000
(ERH) “2-tENAZ+AA “2-NFMAZ+NA HK$0.3000
25th April, 2014 25th April, 2014 25th April, 2017
(Batch 6) to 24th April, 2017 to 24th April, 2019
“E-NENA-+4A “E-NENBZ+AHAZE “E-7ENAZ+hBE 0.3000}&7T 2,120,000 - 2,120,000
(Btht) “E-nENAZ+RA B -FNAZ+NA HKS$0.3000
25th April, 2014 25th April, 2014 25th April, 2019
(Batch 7) to 24th April, 2019 to 24th April, 2021
—E-t%-AnA “E-t5-fAARE —E_2%-AARE 0.1832870 3,000,000 - 3,000,000
(E0d) ZE22RE-ANH “2-"F-ANH HK$0.1832
9th January, 2017 9th January, 2017 to 9th January, 2020 to
(Batch 8) 8th January, 2020 8th January, 2022
“Z-tE-AnA “E-tF-ANHE ZE_"f¥-BARE 0.1832i87T 3,000,000 - 3,000,000
(B0lt) “EZ2F-ANH “Z-NE-AAA HK$0.1832
9th January, 2017 9th January, 2017 to 9th January, 2022 to
(Batch 9) 8th January, 2022 8th January, 2024
42,160,000 (2,400,000) 39,760,000
ARERTTR
Exercisable at
the end of the year 16.880.000
M EE
Weighted average
exercise price 0.2266 0.2250 0.2267
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26. FERRiERTEI(R)
REE-B—tE=A=+—HILFE

B

REAH
Date of grant

“%-=%1+AtH
(E—1#t)

Tth October, 2013
(Batch 1)

ZE2--%1+AtH
(B2H#)

Tth October, 2013
(Batch 2)

—2-MENA=+EA
(EAH)

25th April, 2014
(Batch 6)

“Z-NENA-+4A
(Bth)

25th April, 2014
(Batch 7)

“E-tE&-ANH
(E\Ht)

9th January, 2017
(Batch 8)

“2-tF-Anf
(Endt)

9th January, 2017
(Batch 9)

ARFRAE
Exercisable at
the end of the year

METATERE
Weighted average
exercise price

colourmixey MoriMor O  VeCK)  Wwdnko

frfEaiREY
Vesting period

“E-CEtRtHE
ZE2-R"E+AAH
Tth October, 2013
to 6th October, 2016

E-ZE+AtRE
ZZ-)\5+AAH
Tth October, 2013
to 6th October, 2018

“E-NENAZ+ARE
“E-tEMNA=tMA
25th April, 2014
to 24th April, 2017

“E-MENAZ+HAZE
ZE-7EFMAZ+MA
25th April, 2014
to 24th April, 2019

“E-tE-ARBE
“ECRE-ANH

9th January, 2017 to
8th January, 2020

“2-tF-AnAE
“ECCE-AAH

9th January, 2017 to
8th January, 2022

26.

(il

Exercisable period

“E-N\E+AtHE
“E-\&+AAH
Tth October, 2016
to 6th October, 2018

“Z-\E+AtRE
ZECZEHARH
Tth October, 2018
to 6th October, 2020

“E-tFNAZ+EHE
“E-7ENAZ+NA
25th April, 2017
to 24th April, 2019

“Z-NFNA-+LHE
“2C-EMAZ+NA
25th April, 2019
to 24th April, 2021

“RCRE-ANBE
“BCCE-AAA
9th January, 2020 to
8th January, 2022
“E_"E-BAHE
“2-ME-AAR
9th January, 2022 to
8th January, 2024

For the year ended 31st March, 2018
Share Option Scheme ( Continued)
During the year ended 31st March, 2017:

BRTER
Exercise
price

per share

0.2250%7
HKS$0.2250

022507
HK$0.2250

0.3000%7C
HKS$0.3000

030007
HK$0.3000

0.183257
HK$0.1832

018327
HKS0.1832

RZB-RE RZB-tE§
mE-H REER REER =R=t+-H
a7 b il HARIT{E
Balance Granted Cancelled  Outstanding

at during during at
1.4.2016 the year the year 31.3.2017
17,240,000 - (1,280,000) 15,960,000
17,240,000 - (1,280,000) 15,960,000
4,020,000 - (1,900,000) 2,120,000
4,020,000 - (1,900,000) 2,120,000
- 3,000,000 - 3,000,000

- 3,000,000 - 3,000,000
42,520,000 6,000,000 (6,360,000) 42,160,000
15,960,000

0.2392 0.1832 0.2698 0.2266
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T

& H B

TE—tE-RAAREN)
“E—tHE-RAAR(EAH)

M_—T—tF-—BAEBRHZEREN
5 ATEERANR S RATEEE
B (TN —ERETE )FE - &
XZBABBAT *

FriX iR 8 E
B8

1T{E/E

FRER K I8
FRHAF HA

32 e A R

FRHEARR B |

FREPEIBRA N RRENBEAZELEFE
EEBAEIEZ BERIREMEE -

FERRBNEEZT-—N\F=A=1—
HIEFERAAT R Z BRAERRZ®
F 32 £304,0008 7T ( Z 2 — £ 5 © 471,000
BI) e

A5 —EFRETE N E A (E(G RS
RHBZATEE - Rt EBREZ AT
BERBRAZEHRBEIRBEEZR
fEEE - IBREEERE TEBREZT
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For the year ended 31st March, 2018
26. Share Option Scheme (Continued)

No share options exercised during the year ended 31st March, 2018 (2017:
Nil).

During the year ended 31st March, 2017, options were granted on 9th
January, 2017 under the Scheme. The estimated fair values of the options
granted on that date were:

HKS
Date of grant BT
9th January, 2017 (Batch 8) 0.041
9th January, 2017 (Batch 9) 0.051

In respect of share options granted on 9th January, 2017, the fair values were
calculated using the Black-Scholes option pricing model (the “Black-Scholes
Model”). The inputs into the model were as follows:

Batch 8 Batch 9
EAH Edt
Number of options granted 3,000,000 3,000,000

HK$0.17605%& 7T
HK$0.18323& 7T

HKS$0.17603% T
HK$0.18323& 7T

Share price
Exercise price

Expected volatility 45.47% 50.96%
Expected life 5 yearst 7 yearsT
Risk-free rate 1.374% 1.374%
Expected dividend yield 5.795% 5.376%

Expected volatility was determined by using the historical volatility of the
Company’s share price over past 5 to 7 years up to valuation date.

The Group recognised the total expense of HK$304,000 for the year ended
31st March, 2018 (2017: HK$471,000) in relation to share options granted by
the Company.

The Black-Scholes Model has been used to estimate the fair value of
the options on the date of grant. The variables and assumptions used in
computing the fair value of the share options are based on the directors’ best
estimate. The value of an option varies with different variables of certain
subjective assumptions.
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BARAREEBREAFHFEZIEEEH
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RETEIZ BEERAFHIEEMR -

PABE RS Z #8B3212,150,00078 5T ( =
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28. FEEEANLIHE

FEEBAEBZHHE
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For the year ended 31st March, 2018
27. Retirement Benefits Schemes

The Group operates the Mandatory Provident Fund (“MPF”) scheme for
qualifying employees of the Company and its subsidiaries in Hong Kong.
The assets of the MPF scheme are held separately from those of the Group
in funds under the control of trustees. The Group contributes at the lower
of HK$1,500 or 5% of relevant payroll costs to the MPF scheme, which
contribution is matched by employees.

The Company’s subsidiary operating in Singapore is required to participate
in the Central Provident Fund (“CPF”) scheme. The retirement benefit
costs charged to the consolidated statement of profit or loss and other
comprehensive income represent contributions to the CPF scheme by the
Group at rates specified in the rules of the CPF scheme.

The Company’s subsidiaries operating in the PRC are also required to
make contributions to state-managed retirement benefit schemes in the
PRC. The subsidiaries are required to contribute a specific percentage of
the monthly basic salaries of the employees to the relevant schemes to fund
the benefits. The only obligation of the Group with respect to these pension
schemes is to make the specified contributions.

The total expense recognised in profit or loss of HK$12,150,000 (2017:

HK$14,318,000) represents contributions payable to these plans by the Group
at rates specified in the rules of plan.

28. Related Party Disclosures

Compensation of key management personnel

The remuneration of directors and other members of key management during
the year was as follows:

2018 2017

FHET FET

HKS$°000 HK$°000

Short-term benefits 5,005 4,966
Post-employment benefits 88 88
Share-based payments 80 99
5,173 5,153

The remuneration of directors and key executives is recommended to the
Board by the remuneration committee having regard to the performance of
individuals and market trends.
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For the year ended 31st March, 2018

29. Statement of Financial Position of the Company

Non-current Asset
Interests in subsidiaries

Current Assets

Other receivables

Amounts due from subsidiaries
Bank balances and cash

Current Liabilities
Other payables
Amounts due to subsidiaries

Net Current Assets

Capital and Reserves
Share capital
Reserves (Note)

colourmixe MORIMOR O

2018 2017
FERT THET
HK$’000 HK$’000
132,012 132,012
346 327
375,623 356,105
174 213
376,143 356,645
808 865
208,652 202,759
209,460 203,624
166,683 153,021
298,695 285,033
24,575 23,888
274,120 261,145
298,695 285,033
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BE_Z—/\F=HA=+—HLEHFE For the year ended 31st March, 2018
29. AATHBEIRREK(#AZ) 29. Statement of Financial Position of the Company
( Continued )
HizE - Note:
FER AR
R iR(E WARE Share RIFHF
Share  Contributed option Retained CHS
premium surplus reserve profits Total

THER TER TR THER THR
HK$'000  HK$000  HKS$000  HK$000  HKS'000

RZE—AENA—H At Ist April, 2016 205,048 53,135 1,723 2,017 261,923

AEERARBEZENA Profit and total comprehensive

income for the year = = = 25,297 25,297
HRRAEEZ Recognition of equity-settled
D23 A L) share-based payments = = 471 = 471
i ERE Share options cancelled = = (269) = (269)
MR ENRZBEE(MZ11) Dividends recognised as distribution (Note 11) = = = (26,277) (26,277)
RZE—tE=A=+—H  At3lst March, 2017 205,048 53,135 1,925 1,037 261,145

AEERFRB2EBA  Profit and total comprehensive

income for the year - - - 15,534 15,534
HRBRAEELZ Recognition of equity-settled share-

DUr-R-3 A L) based payments = = 304 = 304
P Share options cancelled = = (123) = (123)
MR BNRZBRB(M5#11)  Dividends recognised as distribution (Note 11)

-B4 _cash - - - (2,053) (2,053)

-UBRE — scrip alternative 9,204 - - (9,891) (687)
RZF—NE=B=1+—H At 3lst March, 2018 214,252 53,135 2,106 4,627 274,120
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300 FEMBATIFIE

AARARZE-—N\ERZZE—CE=R
=+ —BNEERBARMGFENT

Bt BB A B % 48

Name of subsidiary

FTERECHRDZBRAR
Colourmix Cosmetics Company
Limited

Colourmix Cosmetics Retail
Company Limited

Colourmix International
Holdings Limited

HKIBRRBIE T X E XS
BRAR(HizEcRd)
Meko Fashion (Zhuhai-Macau

Cross Boarder Industrial Zone,

Zhuhai) Company Limited
(Notes ¢ and d)

JEEER E SRR FRAR
(Hizte)

Shantou Huanan Digao Fashion
Company Limited (Note c¢)

6 Annual Report 2018

For the year ended 31st March, 2018
30. Particulars of Principal Subsidiaries

2018 and 2017 were as follows:

B3

Pl 37 b 2h
Place of
incorporation/
establishment

H
Hong Kong

aH
Hong Kong

BHE

Hong Kong

AR
PRC

R
PRC

ERITR
MERE
HEMER

Issued and

fully paid

share capital/
registered capital

1,000,0007% 7T
HK$1,000,000

100,000 7T
HK$100,000

10,0007 7T

HK$10,000

13,000,0007% 7T
HK$13,000,000

20,000,0007% T
HK$20,000,000

KA
BHEERT

BEA 5 R
BEAREELEHI
Proportion of
nominal value of
issued share
capital/ registered
capital held

by the Company

(KtsEa)

(Note a)
2018 2017
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%

Particulars of the principal subsidiaries of the Company as at 31st March,

FEEB
Principal activities

([15b)
(Note b)

b mREERTE
Retailing of cosmetics
& skin care products

b mREERTE
Retailing of cosmetics
& skin care products

HEME
Property holding

Manufacturing of
garments

MRS
Manufacturing of

garments
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BE_Z—/\F=HA=+—HLEHFE For the year ended 31st March, 2018
30. FEMBATFES(#AZ) 30. Particulars of Principal Subsidiaries ( Continued)

KRB
FRE#T
B 5
EBTR BEAEELEH
HWERA, Proportion of
E BEmEAR nominal value of
Pk 37 3th 2h Issued and issued share capital/
Place of fully paid registered
bR E) & 8 incorporation/ share capital/ capital held FEX#H
Name of subsidiary establishment registered capital by the Company Principal activities
(Mfdta) (B1&ED)
(Note a) (Noteb)
2018 2017
JEEF S AR ER B BRA R () FHE 28,350,000t  100% 100%  mRZER#E
PRC HK$28,350,000 Retailing and
wholesaling
of garments
JEHEE SRR FRA R (HfEc) FHE 36,000,000;%7T  100% 100%  mkEE
Shantou Yungao Fashion PRC HK$36,000,000 Manufacturing of
Company Limited (Note ¢) garments
BEREERAR i 2,400,000t  100% 100%  mREBE
Veeko Fashion Company Hong Kong HKS$2,400,000 Retailing of garments
Limited
Veeko Fashion Hring 1,000,000%r03ET  100% 100%  PREE
(Singapore) Pte Ltd. Singapore SGD1,000,000 Retailing of garments
Veeko Holdings Limited HERZEHS 618.56%&5Tt  100% 100%  BEER
BVI US$618.56 Investment holding

MORIMOR O

Veeko  wanko
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30. FEMBATFIEE)

For the year ended 31st March, 2018
30. Particulars of Principal Subsidiaries ( Continued)

AABFR
HEERT
B&AR 5
EBTR EARHEELLEH
BEREA Proportion of
E 1 HEfER nominal value of
Bg 37 3t 25 Issued and jssued share capital/
Place of fully paid registered
Bt BB 2 B & 78 incorporation/ share capital/ capital held EEX#
Name of subsidiary establishment registered capital by the Company Principal activities
(Ktzta) (HizEDb)
(Note a) (Noteb)
2018 2017
Wina Success Limited i 100t 100% 100%  HEME
Hong Kong HKS$100 Property holding
B RMBRAR il 100,00078 P9 #& 100% 100%  piakEiE
Ying Choi Macau Company Macau MOP100,000 Manufacturing of
Limited garments
Bzt - Notes:
o A/A T H B Veeko Holdings a. The Company directly holds the interest in Veeko Holdings Limited. All
Limited %% - FXFRRFFEHE other interests shown above are indirectly held by the Company.
fEREA N REEES -

The principal activities are carried out in place of incorporation/
establishment except as otherwise stated under principal activities above.

b. BREXTEZEHERBTHHEE D
Gh EEEISINEM, Mt
BEELT o

The companies are registered in the form of wholly foreign owned
enterprises.

c. ZEARDEEHEIIEREE  ©
EZW M -

The company is in progress of deregistration and not yet received the
notice of deregistration up to the date of report.

d.  BAREEHHEM #Z4x8  d
& B Lk e R IR A 8H 5E 1B AN
=,

LB A B F R R AR e None of the subsidiaries had any debt securities outstanding at the end of the

R R EENEEES o

year or at any time during the year.

TR EEIRENATATESEALE The above table lists the subsidiaries of the Company which, in the opinion
EXBEHNFREBRAEBRRTDIEE
BRREZHEBAR - EET AT HH M

BARZHBESEMNBRIAE -

of the directors, principally affected the results of the Group for the year or
formed a substantial portion of the assets or liabilities of the Group at the
end of the year. To give details of other subsidiaries would, in the opinion of
the directors, result in particulars of excessive length.

colourmixe MoriMor O VeCK)  Wanko
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31. BAREEIR

AEE S AR R (RAEE 2 A T
AR © 1EBELET R AL
BREEEBARR - BBEFE  AE
B2 RS R AS T ©

FEBZEARBRIEFES  HEER
PMiEE228 B2 2 BIRMIRTTEE « HIERE
RIBEeFERERAARER ABGE
= HEECBITRARGER -

FAREREHBERERRE - (FAILE
Rz—8 FBREREFHAFKREZHER
AR ER AEBERREEEZE
EEBSMNRE - BITHRURBITHE
BRBERNEAEBUTHHEEREARR
i o

32. gmITA
32a. £RETA3ER

EHMEE
BER KW FRIA
(BERERELEEER)

THMAE
BEH A

colourmixey MoriMor O  VeCK)  Wwdnko

For the year ended 31st March, 2018
31. Capital Risk Management

The Group manages its capital to ensure that entities in the Group will
be able to continue as a going concern while maximising the return to
stakeholders through the optimisation of the debt and equity balance. The
Group’s overall strategy remains unchanged from prior years.

The capital structure of the Group consists of net debt, which includes
secured bank borrowings disclosed in note 22, net of cash and cash
equivalents and equity attributable to owners of the Company, comprising
issued share capital and reserves.

The directors of the Company review the capital structure on a regular
basis. As part of this review, the directors consider the cost of capital and
the risks associated with each class of capital. Based on recommendations of
the directors, the Group will balance its overall capital structure through the
payment of dividends, new share issues as well as the issue of new debt or the
redemption of existing debt.

32. Financial Instruments

32a. Categories of financial instruments

2018 2017
FET TAETT
HK$°000 HK$’000
Financial assets
Loans and receivables
(including cash and cash equivalents) 210,739 225,285
Financial liabilities
Amortised cost 335,815 353,093

2018 F#k
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32. Financial Instruments (Continued)

BE-ZE—\F=B=+—HILEFE
32. &EMIBE(A#E)

32b. BIFERIEEIEBIERE
R

AEE LM AAERNESIERE
TREWEIE « DTS BKERS « (EIE
SBITIEER  SRITHESS - ZRURES « FEME
SHERHMEMHE  CRELZER
BIRRITIEE - 2B T B2 S/ 15
FisrhigE - Bt em T G2 AR
aETEARGEEE AR BRI EER)
EBAKRRATHE LR - Tt REL
LRARTHE EBETERLRILE
B > LR AT RES R A S B 1T E A 6
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32b. Financial risk management objectives and policies

The Group’s financial instruments include trade and other receivables, rental
and utility deposits paid, pledged bank deposits, bank balances, deposits
and cash, trade and other payables, rental deposits received and secured
bank borrowings. Details of the financial instruments are disclosed in the
respective notes. The risks associated with these financial instruments include
market risk (represented by currency risk and interest rate risk), credit
risk and liquidity risk. The policies on how to mitigate these risks are set
out below. Management manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and effective manner.

Market risk

(i)

Currency risk

Several subsidiaries of the Company have foreign currency
sales, purchases and secured bank borrowings, which expose
the Group to foreign currency risk. In addition, group
entities are exposed to foreign currency risk attributable to
intra-group receivables and payables where the denomination
of the receivables and payables is in currencies other than the
functional currency of the relevant group entities. The Group
currently does not have a foreign currency hedging policy.
However, the management closely monitors foreign exchange
exposure and will consider hedging significant foreign currency
exposure should the need arise.

The Group’s currency risk is mainly attributable to the
exposure outstanding on bank balances and deposits,
receivables, payables, bank borrowings and intra-group
receivables and payables denominated in RMB, HK$, USD and
EUR. The carrying amounts at the end of the reporting period
are as follows:

BE =L

Assets Liabilities
2018 2017 2018 2017
TET TET FET FET
HK$’000 HK$°000 HK$’000 HK$°000
1,015 8,841 - 68
20,377 6,678 25,452 50,607
10,408 69 12,077 13,318
- = 9,243 7,219
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32. &I A(E) 32. Financial Instruments ( Continued)
32b. BAFEISEEEER 32b. Financial risk management objectives and
(#&) policies (Continued)
A D) Market risk (Continued)
(i) Bk (&) (i) Currency risk ( Continued)
BURE 5347 Sensitivity analysis
FATHEETHE A& As HKD is pegged to USD, the Group does not expect any
EFEfAET EBEEXT significant movements in the USD/HKD exchange rate. In this
EEMEMEXRES - FiL regard, the Group does not expose to significant currency risk
S AKENEEKAE arising from USD.
TLZEAREHE -
TREFMSBINAEEM S The following table details the Group’s sensitivity to a 5%
EEARZEEER (2017: 5%) increase and decrease in the functional currency
HHENEER EART of each group entity against the relevant foreign currency.

BESY% (ZZE—LEF:5%)
ZHRE - S%(-_&2—t
F 5% ) BEEEHMI
i BB 2K T AE 8 ) HE 17 5T
S IRARN SR ELLR -
BRESMEBIEALEBRR
IEMINEEEEREIER
LU, 55 18] P9 22 1 LT, JE £
B (ZERW R ESR
B FELIAERAE B AR Z
INEEEMAEE) WM EF
RIRERB%(ZE—+
FS%) EAFLARE
BE - TRZEH(EH)
REESEBE AR ZINEE
EWRA—MEEINEEAE
5% (22 —CEF 1 5%)2Z
BERTAFEERELRAE
FrigmCOREd) (ZE—t
FIREBEREMED (1
m) - ZEMBEBEARTZ
I HE B W8 5 AE R M ML
B%(ZE—CF:5%)
BF o BBHMEER(’E)
ERERRERERZF
g o

5% (2017: 5%) represents management’s assessment of the
reasonably possible change in foreign exchange rates. The
sensitivity analysis includes the Group’s outstanding foreign
currency denominated monetary items, intra-group receivables
and payables where the denomination of the receivables and
payables is in currencies other than the functional currency
of the relevant group entities and adjusts their translation at
the year end for a 5% (2017: 5%) increase in foreign currency
rates. A positive (negative) number below indicates increase
(decrease) in post-tax profit (2017: decrease (increase) in
post-tax loss) for the year where the functional currency of each
group entity strengthens 5% (2017: 5%) against the relevant
foreign currency. For a 5% (2017: 5%) weakening of functional
currency of each group entity against the relevant currency,
there would be an equal and opposite impact on the post-tax
profit (loss).

N: 4 7 | i yld 4 | Brnevg
RMB impact HKS impact EUR impact
2018 2017 2018 2017 2018 2017

TEn Tin TR Tin TR Tn
HEKS'000 HKS 000 HEKS'000 HKS 000 HEKS'000 HKS'000

HAFERA(BE) 52 Tmpact on profit (loss) for the year

colournix &

) (366) (1) 1834 (386) 301
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i) FIEmEB
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It SRR BE o
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For the year ended 31st March, 2018
Financial Instruments ( Continued)

32.

32b.

Financial risk management objectives and
policies ( Continued)

Market risk ( Continued)

(i)

Interest rate risk

The Group was exposed to fair value interest rate risk in
relation to fixed-rate pledged bank deposits (note 19). The
management monitored the fair value interest rate risk
exposure and considered it as insignificant.

The Group is also exposed to cash flow interest rate risk in
relation to variable-rate short-term bank deposits (note 20) and
bank borrowings (note 22). It is the Group’s policy to keep its
borrowings at floating rate of interests so as to minimise the
fair value interest rate risk. The exposure to the interest rate

risk for variable-rate bank deposits is insignificant.

The Group’s exposures to interest rates on financial liabilities
are detailed in the liquidity risk management section of this
note. The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of Hong Kong Interbank
Offered Rate and London Interbank Offered Rate arising from
the Group’s bank borrowings.

The Group currently does not have any interest rate hedging
policy in relation to fair value and cash flow interest rate
risks. However, management monitors interest rate exposure on
ongoing basis and will consider hedging significant interest rate
risk should the need arise.
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HE_ZE—\F=B=+—HLEFE For the year ended 31st March, 2018
32. &I A(AE) 32. Financial Instruments (Continued)

32b. BAFEEPGEEIZEEIERIE  32b. Financial risk management objectives and

R(#HE)

()

)  FEEEE)
B E DA
LUF SR E 4 TH AR 153 R

T8 2 F R E K mE
iE o AWM RN AR
LHRZAESENEE
ZEREEMRE o SOfE (=
T— 5 1 S0ME ) B BEHE N
R T IR B R 5T
E2 GEREEEE -

WF RIS (& ESOE
(ZZE—+tF 5018 ) A B
EFfEEMEERET
# AEFEHE_Z—N
F=ZB=+—HILEEZ
TR BFIRTEER A 10
1,124,000 T (ZE—*
F o RBEEEN RS
1,253,000/ 7T ) °

EERfE
H_E—N\F=A=+—H"'H&H
BHN A RERTHERBEECHE
RNERMEELEME  AEBRK
EISI HAEEHRMBRERZ
BRAREERRARSMBEMRAER
NEFEEZRAEE -

HREBERBEEERR FAEEE
BEEEZREKFEEEEEER
E-EEEHRAMERER
LU (R £ BUER S 17 B8 WU HA (R
IH o AN AEBRAREHAR
FENERERERIZESEER
R R U [ £ 4R - AR R AU
MR T ERER R - BLLET
S ALRERRDAFEBZE
BRI EXRMERRE -

RBEEZEEEBRAK  RE
BHOT I EEEFEE TR
Bl TREEMRZRT -

FEETEEGERBEERE
o BEE T8 S EH
ARER -

policies ( Continued)

Market risk ( Continued)

(ii)  Interest rate risk (Continued)
Sensitivity analysis
The sensitivity analysis below has been determined based on
the exposure to interest rates for bank borrowings. The analysis
is prepared assuming the amount of liability outstanding at
the end of the reporting period was outstanding for the whole
year. A 50 (2017: 50) basis point increase or decrease represents
management’s assessment of the reasonably possible change in
interest rates.

If interest rates had been 50 (2017: 50) basis points higher/lower
and all other variables were held constant, the Group’s post-tax
profit for the year ended 31st March, 2018 would decrease/
increase by HK$1,124,000 (2017: post-tax loss would increase/
decrease by HK$1,253,000).

Credit risk

As at 31st March, 2018, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due
to failure to discharge an obligation by the counterparties is
arising from the carrying amount of the respective recognised
financial assets as stated in the consolidated statement of
financial position.

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

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings assigned by
international credit-rating agencies.

The Group has no significant concentration of credit risk,
with exposure spread over a number of counterparties and
customers.
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2018
Non-derivative
financial liablities
Trade and other payables
Rental deposits received
Secured bank borrowings
- variable rate

For the year ended 31st March, 2018

32.

32b.

miEFE
Weighted
average
interest rate

BNt

Financial Instruments ( Continued)

Financial risk management objectives and

policies ( Continued)

Liquidity risk

The Group relies on bank borrowings as a major source of liquidity.
Details of which are set out in note 22. As at 31st March, 2018, the

Group has available unutilised banking facilities of HK$71,287,000
(2017: HK$43,837,000).

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate by the
management to finance the Group’s operations and mitigate the effects
of fluctuations in cash flows. The management monitors the utilisation
of bank borrowings and ensures compliance with loan covenants.

The following tables detail the Group’s contractual maturity for its
non-derivative financial liabilities. The tables have been drawn up
based on the undiscounted cash flows of financial liabilities based
on the earliest date on which the Group can be required to pay.
Specifically, bank borrowings containing a repayment on demand
clause are included in the earliest time band regardless of the
probability of the banks choosing to exercise their rights. The maturity
dates for other non-derivative financial liabilities are based on the
agreed repayment dates.

The tables include both interest and principal cash flows. To the
extent that interest flows are floating rate, the undiscounted amount is
derived from interest rate curve at the end of the reporting period.

RZE-N\F
=B=t+-H
pd

FRRE

BEX, ikt 5
SR Total  Carrying
Ondemand —%Z{A Z@ABE-F —EE MEZE  undiscounted amount
or less than -3 3months ME hE cash at
1 month months to 1 year 1-2 years 25 years flows 31.3.2018
Tin T Tin Fin T Tin Fin

% HK$000 HK$000 HKS'000 HKS000 HK$000 HKS'000 HKS000

- 05,273 - - - -
- - 6 il 91 318

05,273
1,336

05,273
1,336
IR 270,325 - - - -

270,325 269,206

335,598 6 il 91 318 336,934 335,815
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32. sWMITA(E) 32. Financial Instruments ( Continued)
32b. BAFEEPGEEIZEEIERIE  32b. Financial risk management objectives and
R(#E) policies ( Continued)
REEL A (E) Liquidity risk ( Continued)
RZ2-tF
iHRE ZR=1-H
BREXS nERE  KEfE
METHHE  SR-ER Total  Carrying
Weighted ~ Ondemand —Z=fdR =fERE-% —FZ REE  undiscounted amount
average  or less than I3 3months i i3 cash at
interest rate 1 month months to | year 1-2 years 2-5 years flows 31.3.2017

BALE TR Tin TEn TR TEn TEn Tn
%  HKS000  HKSO00  HKSO00  HKSO000  HKS000  HKS000  HKS'000

“2-tF 2017
FiEeREE Non-derivative
financial liabilities
EREATEREMERFIE  Trade and other payables - 52,667 266 - = - 52,933 52,933
chiERe Rental deposits received - - 28 - - - 28 28
BERGTEE Secured bank borrowings
-%8 ~ variable rate 22 301,206 - - - - 301,206 300,132

353,873 294 - - - 354,167 353,093
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For the year ended 31st March, 2018
32. Financial Instruments (Continued)

32b. Financial risk management objectives and
policies ( Continued)

Bank borrowings with a repayment on demand clause are included in the “on
demand or less than 1 month” time band in the above maturity analysis. As
at 31st March, 2018 and 2017, the aggregate carrying amounts of these bank
borrowings amounted to HK$269,206,000 and HK$300,132,000, respectively.
Taking into account the Group’s financial position, the directors do not
believe that it is probable that the banks will exercise their discretionary
rights to demand immediate repayment. The directors believe that such bank
borrowings will be repaid within six years (2017: seven years) after the end
of the reporting period in accordance with the scheduled repayment dates set
out in the loan agreements, details of which are set out in the table below:

HHRA -RRAREXER AN BTRE(RhTEREHES)
Maturity Analysis - Bank borrowings with a repayment
on demand clause based on scheduled repayments

HEX AifRE

FHRIER ikt
Ondemand ~ 1E38R  JEREIE SENE Total REE
or less than 1-3 3 months 1325 15 Over ~ undiscounted Carrying
1 month months tolyear  1-2yeas  2-Syears Syears  cash outflow amount
Tin Tén Tin Tén Tin Tén Tin T
HK§000 HKS000 HK§000 HKS'000 HKS000 HKS 000 HKS000 HKS000
156,198 36,311 11423 15916 371,257 18,629 275,734 269,206
196,065 5,925 18,600 16,204 40,350 32,820 309,964 300,132

32¢. Fair values

The fair values of financial assets and financial liabilities are determined in
accordance with generally accepted pricing models based on discounted cash
flow analysis, with most significant inputs being the discount rate that reflects
the credit risk of counterparties.

The directors of the Company consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised cost in the consolidated
financial statements approximate their fair values.
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33.

Reconciliation of liabilities arising from financing activities

The table below details changes in the Group's liabilities arising from

financing activities, including both cash and non-cash changes. Liabilities

arising from financing activities are those 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.

BIEMERT &8
&8 257 FEfTHE 8 e
Secured Accrued
bank interest Dividend
borrowings expenses payable Total
TR TiER TR TET
HKS$°000 HK$°000 HK$°000 HK$°000
(Wisti) ( Wiitii)
(Note i) (Note ii)
R-E—L&ENE—H At 1st April, 2017 (300,132) (227 - (300,359)
MERERE Financing cash flows 30,926 6,558 2,053 39,537
FReEEH Non-cash changes
EREIHMERAK Finance costs recognised = (6,560) - (6,560)
RENRZBE Dividends recognised as distribution = = (2,053) (2,053)
RZE-\E=B=1—H At 31st March, 2018 (269,206) (229) - (269,435)

bz -

©) BEMRITEEEERTERR
EOEM - FEMRTEEZH
TREGEMERTERRES
SRITER

(i) FEEtFI SRR B ERFIER
Hit e I8 BB RENEIR
IRERITIERMZ FEETFI BRI o

colourmixey MoriMor O  VeCK)  Wwdnko

Notes:

®

(i)

Secured bank borrowings include bank loans and import loans. The cash
flows from secured bank borrowings comprise the net amount of new bank
borrowing raised and repayment of bank borrowings.

Accrued interest expenses represent the interest expense accrued for the secured
bank borrowings which included in the line item of “trade and other payables”.
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Financial Summary

Rig RESULTS
BE=A=1—HiLZE
Year ended 31st March,
2014 2015 2016 2017 2018
TER TER TERT TER TET
HK$°000 HK$°000 HK$°000 HK$'000 HK$000
L TURNOVER 1,619.240 1,996,920 2226463 2017450 1,928,320
PRIRATRFI(ER) PROFIT (LOSS) BEFORE TAX 56,534 121,498 76,811 (21,975) 9,280
FIBREY INCOME TAX EXPENSE (10,774) (19,057) (17,878) (3,919) (4,018)
FEEF(BRE) PROFIT (LOSS) FOR THE YEAR 45,760 102,441 58,933 (25,894) 5,262
EEHAE ASSETS AND LIABILITIES
W=B=+—-H
At 31st March,
2014 2015 2016 2017 2018
TER TER TiERT TiER TET
HK$°000 HK$°000 HK$°000 HK$'000 HK$000
BERE TOTAL ASSETS 839,830 929,857 994,136 1,095,091 1,098,561
BRERE TOTAL LIABILITIES (184,603) (184,736) (241,447) (395,644) (379,656)
RRESE SHAREHOLDERS’ FUNDS 655,027 745,121 752,689 699,447 718,905

Wanko

QLA S
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