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We, KTL International Holdings Group Limited (“KTL” or the “Company”
and its subsidiaries (together referred as “the Group”)), are one of the top
fine jewellery providers in Hong Kong which focus on export business.

Being an integrated fine jewellery provider and an original design
manufacturer with a long operating history in Hong Kong, we are primarily
engaged in designing, manufacturing and exporting fine jewelleries to
jewellery wholesalers and retailers mainly in Russia, the Americas, other
European countries and increasingly so in recent years, in the People’s

Republic of China (“PRC”) and the Middle East.

We offer a wide range of fine jewellery products in karat gold, including
bracelets, bangles, brooches, earrings, pendants, rings, necklaces, cufflinks
and anklets, that are generally targeted at the mass to middle segment of the
fine jewellery market.

We started with establishing our business network in traditional fine
jewellery markets in the United States and Italy, and have maintained a
stable relationship with customers in these jurisdictions since then. Our
co-founders Mr. Kei York Pang Victor and Mr. Li Man Chun also foresaw
the golden opportunities presented by the emerging markets. In this regard,
we made a strategic move and ventured into the Russian market in 2006. To
date, our geographical coverage has continued to expand and covered
customers around the globe. For the year ended 31 March 2017, our five
largest customers are from the United States, the PRC, Russia and Europe.

We believe that a successful fine jewellery provider vests in its capability of
providing integrated services to its customers. We pride ourselves in our
provision of services such as product series theme creation, product design,
product showcasing, product launch strategies, product positioning and
marketing support to cater for the varying needs of our customers. We take a
step further, sharing our observation on market trends and having discussion
and meetings with our customers.

Our commitment to extending our services over and above a mere
manufacturer and supplier of jewellery products has enabled us to build a
long and trusting relationship with our customers.
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FINANCIAL HIGHLIGHTS
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Revenue was approximately HK$547.6 million for the year ended 31
March 2017, representing a decrease of approximately 19.9% as
compared with the same for the year ended 31 March 2016.

Gross profit was approximately HK$106.8 million for the year ended
31 March 2017, representing a decrease of approximately 7.1% as
compared with the same for the year ended 31 March 2016.

Gross profit margin increased to 19.5% from 16.8% in the last
financial year.

Loss attributable to the owners of the parent was approximately
HK$9.2 million for the year ended 31 March 2017, compared to the
loss attributable to the owners of the parent of approximately
HKS$13.5 million for the year ended 31 March 2016.

Basic loss per share amounted to approximately HK$0.06 for the year
ended 31 March 2017, compared to the basic loss per share of
approximately HK$0.08 for the year ended 31 March 2016.

The Board does not recommend the payment of final dividend for
the year ended 31 March 2017.
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Dear Shareholders,

On behalf of the Board of Directors of the Company, we present to you the
Group’s annual results for the year ended 31 March 2017.

REVIEW

During the financial year of 2016/2017, global economy was plagued by
uncertainties amid anemic growth and periodic market turbulence, in
particular following the Brexit vote and the new Trump administration in
the United States, along with a series of potentially destabilising elections
across Europe. Consumer confidence continued to fluctuate in different
economies, with the scope for any substantial pick-up in consumer spending
appearing limited elsewhere. Concurrently, the rise of protectionist
tendencies also poised threats to global economy’s broad-based upturn,
which was detrimental to international trade and investment environment to
an extent.

Without a doubt, global economy was in for a rough ride during the year
under review, weighing on private consumption and consumer demand. In
Russia, our fourth largest business market after Europe (other than Russia),
difficult economic conditions continued amid external headwinds, which
negatively impacted on the healthy development of the fine jewellery market.
Domestic households took a big hit from the perennial depreciation of the
Ruble and the economic woes arisen from international sanctions and falling
oil prices. A deterioration of welfare has changed the structure of consumers’
personal consumption in favour of major purchases and savings, constituting
a much higher proportion of their income allocation. This inevitably rippled
into the fine jewellery market, which experienced a continuous decline in
demand by and large.

Against this backdrop, the Group registered approximately HK$547.6
million in revenue for the year. Gross profit stood at approximately
HK$106.8 million, with gross profit margin increasing from 16.8% to
19.5% thanks to effective central procurement amid gold price fluctuations.
Loss attributable to the owners of the parent was reported at approximately
HK$9.2 million. The Board does not recommend payment of a final
dividend for the year ended 31 March 2017 (2016: nil).

The Group’s efforts to strategically focus on the markets of the Americas and
the PRC stayed on, seeing that consumer demand remained in crisis in
Russia after a prolonged recessionary period. That said, in the United States,
personal consumption expenditures were subdued notwithstanding a
healthier job market and steadily rising wages. While the Group strived to
cater for changing preferences for consumers who have diverse attitudes and
purchase behaviours, as well as fortifying even stronger relationships with
local partners, great level of political and economic uncertainty arose upon
the Trump presidency, which effected on consumer confidence and eroded
the growth in demand for fine jewelleries during the year. The Group’s
revenue generated from the Americas market also lowered to approximately
HK$301.3 million as a result.

CHAIRMAN’S STATEMENT
N HE

HALBOR

KMHENRALNFAEH G SR EAEIERE
201743 A 31 A IR4EFE R 44 o

[=] R

A 2016/2017 BFBUF BE > 7657 55 38 = M ARy 35 8 1
SR INEE N o TR i R A 4 B S R 0 4
BN T EAT > i BB — RSB AR E
HIRHEE > RERESTEAISAR b o F MG OFF
FE IR By > o L fth b [ 9 A AR B R TR S O R R T
AYATBR o R 5 % TR I 46 S IR S A Bk AR I K i A
b RS > SRR RIS 5 KA -

ZZAERE ] o B A PRECRIN F o [ AR R M —
o RANTH R RSB AR Z Al 4 o FRER T 2 A Ui
B (R AR 0T R S ) B M 555 DU R SE 85 i 85 > FE SR
AR T o AEPAR DU A > B R R TS
F1 f o 558 o 7 /L B TR B o A AN M D B R
HOR I E N B SO R o I R R RE 32 F Rk
HEATE o AWM SR T B IR A - B
BT BRI R il 38 A A 23 L B0 R o T R AT
G O S R BRE T 8 > TSGR SRR OO HR T -

TELE =T > AREES NI 4547.6 3 BT ©
EH LRI 106.8 T B T » BESR B S EAK )
{8 3% 35 A 2R 2 P BRI > BRI H 16.8% 18 I =
19.5% ° BRARIHEA AN EIL RS 4792 5 El G -
BHERGAEHRNEE201743 A 31 HILFEIRMS K
WL B (2016 4F © fiE) o

7 B o AR W P b B v S SR B P BT 8 > BT
75 8 2 KRR TUAR T8 A8 R 10 R 28 0 473 T B 0 2 7 R
FER% o AT ILL - R IR - MESRALSE T R H T
BN LR o MR S AR IR o A
W EL AN 5] 9 22 58 BE R AT ) % 5 R B A
ity > Sz HL25 ) BAS LR P st 7 S R PR BRR - M
RLE Nk i TN RS &AL E N ViR i A
HE RO R MAE RS ERE N TR R - 5t
ACHE R A TN T 8 7 AR A MR AE TN 2 4 301.3 T A
j‘E o

2017 Annual Report 4% Ji 5 05



CHAIRMAN'’S STATEMENT
N E

Within the Asia Pacific region, the PRC continued to be the engine of global
growth. Yet, the Chinese economic slowdown has been underway, with the
growth momentum stabilising further at a projected pace of around 6.5%
for 2017 from 6.7% in 2016. Coupled with the sustained anti-corruption
drive that visibly dampened domestic purchases including fine jewellery
items, these more than offset the growth that we had gained over the recent
years. In this regard, revenue from the PRC market decreased to
approximately HK$93.5 million for the year ended 31 March 2017.

OUTLOOK

Looking ahead into 2017/2018, the Group will continue to focus on its two
pillar markets of the Americas and the PRC, for the trend of an economic
upturn, as well as a potential increase in disposable incomes in both markets,
will revive sales in these regions.

In the United States, improvement in the labour market and rising
paychecks should support overall consumer spending in a longer run. Across
the Pacific Ocean, in the PRC, the nation’s middle class is forecast to make
up more than a third of its population by 2030, thereby driving the growth
of consumption to a whole new level. All these are believed to fuel the
demand for fine jewelleries. Eyeing the opportunities, the Group will
continue to elevate its sales and marketing capabilities and expand its
foothold by further penetrating existing markets and enlarging customer base
to proactively promote the KTL brand worldwide.

While retail sales figures suggest the jewellery markets have been improving
in both mainland China and Hong Kong, we will continue to adopt
stringent cost controls by streamlining business operations and optimising
utilisation, in order to plan our business in the markets in which we operate
and take every possible measure to mitigate risk margins well in advance. On
the other hand, we endeavor to strengthen our business relationships with
our customers and adjust our production resources, capacity and cycle to
better cater to product lead time, consumer preferences and festive shopping
practices. In all, in times of gradual economy recovery, we have full
confidence in embracing the challenges and ultimately making a return to

profitability.

APPRECIATION

On behalf of the Board, I would like to express my sincere appreciation to
our management team and all of our colleagues for their dedication and hard
work. My gratitude also goes to our customers, suppliers, bankers, business
partners and sharcholders for their unwavering support and confidence in
the Group.

Nang Qi
Chairman and Executive Director
Hong Kong, 6 June 2017
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The Board currently consists of six Directors, comprising three executive
Directors and three independent non-executive Directors.

EXECUTIVE DIRECTORS

Mr. Nang Qi (“Mr. Nang”), aged 33, was appointed on 27 January 2017 as
Executive Director and on 17 February 2017 as Chairman of the Group.
Mr. Nang is the director, president and chief executive officer of HNA
Catering Holdings Co., Ltd (B ME FHIEBABRA D), the executive
director of Micro-Bonus Points Internet Technology Company Limited* (fi
o> B R AT R EAT A A). Mr. Nang is also the director of Gategroup
Holding AG, a company listed on SWX Swiss Exchange (stock code:
GATE), and the director of Virgin Australia Holdings Limited, a company
listed on the Australian Securities Exchange (stock code: VAH). Mr. Nang
obtained a bachelor’s degree in Electrical Engineering and Automation
Engineering in 2006 from the Civil Aviation University of China ({7 [%
KAL) in the PRC. Mr. Nang has held various other positions previously
within the HNA Group’s companies including deputy general manager of
the finance department and deputy general manager of the procurement
management department at HNA Group Co., Led. (/i 5 HI A A F)),
the executive deputy director of the aircraft introduction centre (F&HE5 |
#1.0») and the chief innovation officer at HNA Aviation Group Co., Ltd.
(B2 £ E A FR/A 7)), and the chief innovation officer at HNA
Tourism Group Co., Ltd. (VL e SE 4 1A BR 2 F)).

Mr. Chen Peiliang (“Mr. Chen”), aged 35, was appointed on 27 January
2017 as Executive Director and on 17 February 2017 as Chief executive
officer of the Group. Mr. Chen is the chief investment officer and director
of HNA Catering Holdings Co., Ltd (L E M A PR 7). Mr. Chen
obtained a master’s degree in business administration in 2007 from the De
La Salle University in the Philippines. Mr. Chen was previously an assistant

to the president of West Air Co., Ltd. (PG EB AT ZE A BREAT A ).

Mr. Xue Qiang (“Mr. Xue”), aged 39, was appointed on 27 January 2017
as Executive Director. Mr. Xue is the director and chief financial officer of
HNA Catering Holdings Co., Led (Mt & it #IA FRA ), director of
E-Food Co., Ltd.* (%7 B¥EMAR/AF]), director of Wuhan E-Food
Railway Catering Services Co., Led* (2 5 B8 #6 & IR B A IR A 7)),
director of Tianjin Easylife Credit Co., Ltd (KRG A /BB R FRA /D,
director of Hainan E-Food Science and Technology Industry Co., Led (g
S BB MPHEE FEABR/AT), and director of Beijing Tongzhou CDB
Village Bank Co., Ltd. (ACTT A M 2] B A SEERAT A3 AT BRZS 7). Mr. Xue
obtained a bachelor’s degree in Certified Public Accountants Specialized*
GEMEFIEREMAL) in 2002 from the Jiangxi University of Finance and
Economics (YLPEBA#EKEL) in the PRC. Mr. Xue has held various other
positions previously within the HNA Group’s companies including assistant
to the president of HNA Yisheng Holdings Limited (1% 4= 7 A BR A
F]), chief financial officer of HNA-Caissa Travel Group Co., Ltd (gl
FHIUR 2% 45 18 e 40 BR A F), a company listed on the Shenzhen Stock
Exchange (stock code: 000796), and vice president and chief financial officer
of E-Food Co., Ltd.* (% BHE A BRA 7).

* for identification purpose only
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ting Tit Cheung (“Mr. Ting”), aged 61, was appointed as the
independent non-executive Director on 10 February 2015. Mr. Ting is the
senior representative officer in Hong Kong of Banque Cantonale de Geneve
and acted as an independent non-executive director of National Agricultural
Holdings Limited (Stock code: 1236), a company listed on the Stock
Exchange, from 2013 to 2016. Mr. Ting graduated from the Technicum
Neuchatelois in Switzerland in 1978 before he obtained his Master degree in
Business Administration in University of East Asia (Macau) in 1991. Mr.
Ting currently serves as a member of the Chinese People’s Political
Consultative Conference Committee of Putuo District in Shanghai.

Mr. Chan Chi Kuen (“Mr. Chan”), aged 56, was appointed as the
independent non-executive Director on 10 February 2015. Mr. Chan is a
Certified Public Accountant (Practising) in Hong Kong. Mr. Chan obtained
a diploma from the Department of Accounting of the Hong Kong Shue Yan
College in 1991. He further obtained a Master degree in Accounting from
the Jinan University in 2006. Mr. Chan has over 26 years of experience in
the accounting and taxation consultancy disciplines and has worked in a
number of accounting firms in Hong Kong, including K.K. Young & Co.,
Leung Po Yee & Co., Shom & Yu CPA Limited, and Y.K. Yu & Co. He is
currently practising in his own name. Mr. Chan was admitted as a fellow of
the Association of Chartered Certified Accountants in 2004, an associate of
the Taxation Institute of Hong Kong in 2010 and a fellow of the Hong
Kong Institute of Certified Public Accountants. He is also a Certified Tax
Adviser registered at the Taxation Institute of Hong Kong.

Mr. Lo Chun Pong (“Mr. Lo”), aged 45, was appointed as the independent
non-executive Director on 10 February 2015. Mr. Lo is a practicing solicitor
in Hong Kong and a member of The Law Society of Hong Kong. Mr. Lo is
a partner of Raymond C.P. Lo & Co., Solicitors and was previously the sole
proprictor of same firm. Mr. Lo has been an accredited mediator of the
Hong Kong Mediation Centre since April 2010 and a civil celebrant of
marriages since 2006. Mr. Lo graduated from the University of Hull with a
degree of Bachelor of Laws in 1994. Mr. Lo was admitted as a solicitor of
the High Court of Hong Kong in 1998.
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SENIOR MANAGEMENT

Mr. Kei York Pang Victor (“Mr. Kei”), aged 56, is director of the
subsidiaries of the Group. Mr. Kei co-founded K.T.L. Jewellery
Manufacturer Limited (“K.T.L. Jewellery”), a wholly-owned subsidiary of
the Company, with Mr. Li Man Chun in 1990. Mr. Kei is responsible for
the overall strategic planning and business development of the Group. Mr.
Kei has over 27 years of experience in the jewellery industry with extensive
business and client network. Mr. Kei has invaluable experience in sales and
marketing, customer serving, product innovation and management,
significantly contributed to long-term client relationship maintenance and
business expansion. Mr. Kei serves as the Standing General Committee
Member and Executive Committee Member of the Hong Kong Jewellery
Manufacturers’ Association for the years 2013 to 2015.

Mr. Li Man Chun (“Mr. Li”), aged 56, is director of the subsidiaries of the
Group. Mr. Li was one of the co-founders of K.T.L. Jewellery in 1990. Mr.
Li is responsible for the overall strategic planning and general operations.
Mr. Li has over 26 years of experience in the jewellery industry with in-
depth technical knowledge in the manufacturing of fine jewellery and
practical operations experience. Mr. Li has been serving as Vice President of
the Hong Kong Gold & Silver Ornament Workers & Merchants General
Union from 2007. Since 2010, Mr. Li has served as Honorary Life President
and General Member of the Guangzhou Panyu Jewellery Manufacturers
Association.

Mr. Kei Yeuk Lun Calan, aged 51, is sales director of the Group,
responsible for assisting Mr. Kei York Pang Victor, in the overall
management of sales and marketing, administration and operations of the
Jewellery business, primarily in business development, international sales,
China sales, marketing product design and development, and procurement.

Mr. Kei Yeuk Lun Calan has accumulated over 25 years of experience in
jewellery industry. In 1992, Mr. Kei Yeuk Lun Calan co-founded and served
as director of Alan’s Jewellery Company Limited, a wholly-owned subsidiary
of the Company, engaging in trading of jewellery. In 2003, Mr. Kei Yeuk
Lun Calan was assigned to lead a team to market the Group’s jewellery
products, coordination of trade shows and product development in the
United States. From 2006 to 2009, Mr. Kei Yeuk Lun Calan was also
dedicated to liaise with the local business partners on brand-building and
product image in Italy, promoting brand awareness and reputation. Since
2009, Mr. Kei Yeuk Lun Calan has taken charge of product development
with focus on China wholesales market.

DIRECTORS AND SENIOR MANAGEMENT
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DIRECTORS AND SENIOR MANAGEMENT
R AR P

Mr. Chau Chi Lai (“Mr. Chau”), aged 43, is the chief financial officer and
company secretary of the Group, responsible for overseeing the Group’s
finance department, as well as company secretarial, internal control, investor
relation and corporate governance functions of the Group. Mr. Chau joined
the Group in August 2012. Prior to joining the Group, Mr. Chau worked in
an international accounting firm in Hong Kong between January 2003 and
April 2012 and left as a senior manager. Between November 1998 and
December 2002, Mr. Chau worked for other international accounting firms
in Canada in accounting and audit.

Mr. Chau graduated from McGill University with a degree of bachelor of
science in June 1997 and further obtained degree of bachelor of commerce
from the same university in June 1999. Mr. Chau was also awarded the
graduate diploma in accountancy from Concordia University, Montreal
Canada in October 2000. Mr. Chau has been a Chartered Accountant of
Canada since March 2002 and a Chartered Financial Analyst charterholder
since July 2002. Mr. Chau has also been a fellow member of the Hong Kong
Institute of Certified Public Accountant since October 2012, a member of
American Institute of Certified Public Accountant since April 2003. Mr.
Chau has been licensed by the State of New Hampshire Board of
Accountancy as a certified public accountant since November 2002 and
State of Oregon Board of accountancy since December 2007, and a
chartered professional accountant of Quebec, Canada since May 2012.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS OVERVIEW

Being an integrated fine jewellery provider and an original design
manufacturer with a well-established operating history in Hong Kong, the
Group is primarily engaged in designing, manufacturing and exporting fine
jewelleries to jewellery wholesalers and retailers mainly in the Americas,
Russia, other European countries and increasingly so in recent years in the
People’s Republic of China (“PRC”) and the Middle East. The Group has
been offering a wide range of fine jewellery products in karat gold
encompassing rings, earrings, pendants, necklaces, bracelets, bangles,
cufflinks, brooches and anklets that are generally targeted at the mass to
middle segment, the lowest among the three tiers of the fine jewellery market
segments in terms of retail prices. The Group’s customers are mainly
wholesalers and retailers of jewellery products.

In 2016, uncertainty abounded for global economy, and consumers turned
more and more prudent with their finances, saving soberly and spending
discreetly. Low consumer confidence unavoidably kept the fine jewellery
industry under pressure, with market players trying hard to counter the
challenges in the tough environment.

Consumption habits among the Americans have also been changing when it
comes to luxury, with fine jewelleries losing their share of spending. In this
connection, revenue arising from sales to the Americas market lowered to
approximately HK$301.3 million for the year ended 31 March 2017,
representing a drop of approximately 1.2%.

Striving to expand its footprint in the PRC, the Group focused on
penetrating further the mass to middle segment of the fine jewellery market.
However, sales in the PRC saw a slight drop on the back of declining
demand for fine jewelleries as anti-corruption drive in the nation continued
and tough macro-economic environment remained. Revenue generated from
the PRC market stood at approximately HK$93.5 million for the year ended
31 March 2017, down by approximately 24.4% from the corresponding
period in the year ended 31 March 2016.

During the year ended 31 March 2017 under review, the Group experienced
a slowdown in sales in the Russian market due to its continued weak
economy. Revenue generated from sales to the Russian market fell by
approximately 62.6% to HK$59.3 million for the year ended 31 March
2017 as compared with the same period in the year ended 31 March 2016.

The Group has effectively applied stringent cost controls by streamlining
business operations and optimising utilisation. During the financial year of
2016/2017, administrative expenses were successfully reduced by
approximately 13.8% compared to the prior financial year. Selling expenses
increased by approximately 24.8% year-on-year, factoring in the costs
involved as the Group sought to develop business with new customers in
existing markets and create new product collections.
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MANAGEMENT DISCUSSION AND ANALYSIS
B B A

Change in controlling shareholder

On 13 December 2016, HNA Aviation Investment Holding Company Ltd.
(“HNA Aviation Investment”) entered into a sale and purchase agreement to
acquire 61.44% shareholding of the Company. The transaction was
completed on 29 December 2016 and HNA Aviation Investment became
the controlling shareholder of the Company. For further information of the
transaction, please refer to the joint announcements issued by HNA Aviation
Investment and the Company dated 21 December 2016 and 29 December
2016, respectively.

HNA Aviation Investment is controlled by HNA Group, a PRC-based
Fortune Global 500 conglomerate encompassing various business including
aviation, tourism, real estate, logistics and financial services.

With HNA Aviation Investment as controlling shareholder, the Group
continues with its existing businesses. HNA Aviation Investment is also
conducting a review on the business operations and financial position of the
Group for the purpose of formulating business plans and strategies for the
future business development of the Group. Subject to the results of the
review, HNA Aviation Investment may explore other business opportunities
for the Company such as acquisitions or investments in assets and/or
business divestment and fund raising, with a view to enhance its growth and
future development.

Building presence in ancillary business line

The Group has set its foot into trading of watches, silver jewelleries and non-
precious metal jewelleries since 2014 to better cater for needs of different
customers. These ancillary products come with significantly lower average
selling prices and lower gross profit margin.

Sales generated from these non-fine gold jewelleries products amounted to
approximately 3.0% of the Group’s total sales for the year ended 31 March
2017, compared with 1.3% for the year ended 31 March 2016. The sales did
not have a material impact on the Group’s overall gross profit margin in the
year. However, the overall average wholesale price of the Group’s products
decreased since the commencement of sales of silver jewelleries.

Prospects

Looking ahead, global economy is struggling to gain momentum for a strong
growth. Against the backdrop of modest pick-up in major advanced
economies and rising political and economic uncertainties on a number of
fronts, the world economy will continue to be in a stage of adjustments and
the road back to full recovery will remain slow.

In Russia, consumer confidence and retail sales are still in contraction mode,
even though the Russian economy has appeared to stabilise over the last few
months. On the other hand, in light of the better business environment in
the United States and the PRC, the Group is cautiously positive about the
demand for fine jewelleries in these two markets.

The management of the Group will improve operating efficiency by
streamlining business operations and optimising internal resources in order
to meet the challenge of market adversity should they arise in the upcoming
financial year.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue (HK$000) It (T 0)
Gross profit (HK$°000) EH (FH#IT)
Gross profit margin (%) B F)Z (%)

Loss attributable to the owners of the parent (HK$'000) £:/3 Al #EH NJEAL R (FH#Eo0)

The Group’s revenue for the year ended 31 March 2017 was approximately
HK$547.6 million, representing a decrease of approximately HK$136.1
million or 19.9% over the corresponding period in 2016. The decrease in
the Group’s revenue was primarily due to (i) a decrease in sales in Russia of
approximately HK$99.3 million as a result of Russian customers being tuned
into the Ruble’s depreciation and deteriorated outlook and the continued
impact of the Western sanctions, Russian houscholds were far from
optimistic towards the economic situation, favouring primarily major
purchases and savings. This inevitably resulted in a chain reaction, where the
demand for fine jewellery was significantly suppressed; (ii) decrease in sales
in the PRC of approximately HK$30.2 million as a result of slowing growth
in the PRC, coupled with the stock market fluctuations that took place last
year, it has adversely affected demand for jewellery products; and (iii) a
decrease in sales in Americas of approximately HK$3.6 million mainly
attributable to a weaker-than-expected market condition under a turnaround
in consumer interest in fine jewellery, which was partially offset by an
increase in sales in Europe (other than Russia) of approximately HK$6.5
million as a result of the Group’s strategic cooperation and closer business
relationship with certain customers in Europe.

The Group’s gross profit for the year ended 31 March 2017 was
approximately HK$106.8 million, representing a decrease of approximately
HK$8.1 million or 7.1% over the corresponding period in 2016. Gross
profit margin increased to approximately 19.5% for the year ended 31
March 2017 from approximately 16.8% for the corresponding period in
2016, was primarily due to the Group’s control in materials cost amid
fluctuation in gold price as well as bargaining in stone purchases leveraging
on its centralised procurement. The Group works on resources allocation
and effective cost control in procurement.
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MANAGEMENT DISCUSSION AND ANALYSIS
B B A

Selling expenses

The Group’s selling expenses increased by approximately HK$8.4 million or
24.8%, to approximately HK$42.6 million for the year ended 31 March
2017 from approximately HK$34.2 million for the year ended 31 March
2016. The increase was primarily attributable to (i) the increase in staff costs
of approximately HK$6.8 million mainly as a result of enhancing sales and
marketing force for expanding new customer base and recruiting designers
for creating new product collections; (i) the increase in sales commission of
approximately HK$4.8 million as reward for expanding new customer base
and exploring new markets; and its partially offset by (iii) the Group’s
implementation of stringent cost control measures on advertising and
promotion which declined by approximately HK$2.2 million; and (iv) the
decrease in export credit insurance and freight charges of approximately
HK$1.2 million mainly as a result of the decrease in sales for the year ended
31 March 2017.

Administrative expenses

The Group’s administrative expenses decreased by approximately HK$11.4
million or 13.8%, to approximately HK$71.0 million for the year ended 31
March 2017 from approximately HK$82.4 million for the year ended 31
March 2016. The decrease was primarily due to the combined effects of (i)
the decrease in staff costs by approximately HK$8.5 million as a result of the
Group’s continuous implementation of rigorous cost control by further
streamlining operations and rationalising overheads; (ii) the decline in office,
utility and sundry expenses by approximately HK$6.6 million which were
mainly attributed by strengthening cost controls in business operation; and
it was partially offset by (iii) the increase in legal and professional fees of
approximately HK$3.8 million for the year ended 31 March 2017.

Finance costs

The Group’s finance costs decreased by approximately HK$3.0 million or
32.9%, to approximately HK$6.2 million for the year ended 31 March 2017
from approximately HK$9.2 million for the year ended 31 March 2016.
The decrease was primarily due to the decrease in average borrowing balance
in 2017 as compared with the same in 2016.

Loss attributable to the owners of the parent

The Group recorded a loss attributable to the owners of the parent of
approximately HK$9.2 million for the year ended 31 March 2017,
compared to a loss of approximately HK$13.5 million for the corresponding
period in 2016. The loss was mainly attributable to a decline in the Group’s
revenue by approximately 19.9% and gross profit by approximately 7.1% for
the year ended 31 March 2017 as compared to the corresponding period in
2016. The decline in revenue was primarily attributable to a significant
slowdown of sales in Russian and the PRC markets, the decrease of which
were approximately HK$99.3 million and HK$30.2 million, respectively,
for the year ended 31 March 2017 as compared to the corresponding period
in 2016, primarily attributable to global economic uncertainty and weaker-
than-expected demand in Russian and the PRC markets.
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MANAGEMENT DISCUSSION AND ANALYSIS

Property, plant and equipment

The net carrying amount as at 31 March 2017 was approximately HK$171.9
million, representing a decrease of approximately HK$11.1 million from
that of 2016. This was mainly due to: (i) the Group’s addition in property,
plant and equipment of approximately HK$10.8 million; and offset by (ii)
the depreciation of approximately HK$10.5 million with respect to the
Group’s property, plant and equipment during the year, and (iii) exchange
realignment of approximately HK$10.0 million upon translation of RMB
denominated assets into Hong Kong dollar.

Trade receivables

There was a decrease in trade receivables as at 31 March 2017 of
approximately HK$9.8 million as compared with 31 March 2016, which
was mainly due to the trade receivables that were neither past due or
impaired decreased by approximately HK$21.3 million, and offset by the
trade receivables that were less than 61 days past due, 61 to 120 days past
due and over 120 days past due increased by approximately HK$9.3 million,
HK$1.6 million and HK$0.7 million, respectively, as at 31 March 2017 as
compared with 31 March 2016.

Interest-bearing bank and other borrowings

The Group had interest-bearing bank borrowings as at 31 March 2017 in
the sum of approximately HK$132.4 million, which were reduced by
approximately HK$93.7 million from the sum of approximately HK$226.1
million as at 31 March 2016.

The Group had interest-bearing other borrowings as at 31 March 2017 in
the sum of approximately HK$100.0 million (2016: nil) which had fixed
interest rate at 6.0% per annum and was repayable within one year, and was
secured by the trade receivables of wholly-owned subsidiaries of the Group.

No financial instruments were used for hedging purposes, nor were there any
foreign currency net investments hedged by current borrowings and/or other
hedging instruments.

Liquidity and financial resources

As at 31 March 2017, the Group had current assets of approximately
HK$519.2 million (2016: approximately HK$462.5 million) which
comprised cash and bank balances of approximately HK$152.1 million
(2016: approximately HK$62.1 million). As at 31 March 2017, the Group
had non-current liabilities of approximately HK$4.4 million (2016:
approximately HK$1.8 million), and its current liabilities amounted to
approximately HK$394.3 million (2016: approximately HK$320.5 million),
consisting mainly of payables arising in the normal course of operation and
bank borrowings for trade financing. Accordingly, the current ratio, being
the ratio of current assets to current liabilities, was approximately 1.3 at 31
March 2017 (2016: approximately 1.4).
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MANAGEMENT DISCUSSION AND ANALYSIS
B B A

Gearing ratio

The gearing ratio of the Group, calculated as net debt (being interest-bearing
bank and other borrowings and obligations under finance lease less cash and
bank balances) divided by the total equity plus net debt, was approximately
21.1% as at 31 March 2017 (2016: approximately 32.1%).

Treasury policies

The Group has adopted a prudent financial management approach towards
its treasury policies and thus maintained a healthy liquidity position
throughout the period under review. The Group strives to reduce exposure
to credit risk by buying credit insurance on certain customers’ receivables,
performing ongoing credit assessments and evaluations of the financial status
of its customers. To manage liquidity risk, the Board closely monitors the
Group’s liquidity position to ensure that the liquidity structure of the
Group’s assets, liabilities and other commitments can meet its funding
requirements from time to time.

BUSINESS STRATEGIES OF THE GROUP

The Group is committed to maintaining its status as one of the top fine
jewellery providers in Hong Kong with a focus on export business by
enhancing its sales and marketing force, increasing its penetration in existing
markets, expanding its customer base and exploring new markets.

In view of the economic conditions in the United States and the sheer size of
its retail market for fine jewellery products, the Group plans to explore
opportunities in the country where the Group believes the Group would
benefit from the integrated services that it offers. The Group will further
strengthen the business relationships with customers in the United States by
offering a wider range of styles and designs tailored for the market, and
adjusting its production resources, capacity and cycle to better cater for the
product lead time, consumer preferences and festive shopping practices.
Moreover, leveraging the growth potential offered by the PRC market, the
Group will draw on the strengths of its established corporate brand name
and proven design capabilities to increase resources in a bid to attract
jewellery wholesalers or chain stores that focus on the said market. The
Group will step up sales and marketing resources to promote its products
and to participate in selected trade exhibitions in the PRC, and devote
additional design and product development resources to offer a greater range
of designs best suited the tastes, preferences and buying behaviour of
consumers in mainland China.

Likewise, the Group strives to further broaden its customer base by
enhancing its efforts to offer products together with integrated services.
Customers’ needs and preferences vary. Some only require manufacturing
support whereas more customers need additional customised services and
support such as differentiating product designs, product series theme
creation, product showcasing strategies and product positioning. The Group
notes jewellers in the PRC market are generally keen for designs, marketing
and product positioning support, whereas those in the emerging markets are
enthusiastic about manufacturing support. In this respect, the Group plans
to devote its sales force with an added focus on identifying and soliciting
new customers that are jewellery suppliers of their own but do not have
strong product development and design and/or production capabilities.
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MANAGEMENT DISCUSSION AND ANALYSIS

Besides, the Group believes its ability to create new product designs and
develop innovative production techniques in response to market trends and
customers’ preferences contribute to the success of the products. In light of
the global market trend to offer diversified jewellery products in terms of
product nature and pricing and purposes, the Group has been offering
customers with an extensive range of products with appealing designs at
affordable prices, made with assorted kinds of precious metals, diamonds
and gem stones with various specifications to better capture and cater for a
wider bandwidth of market demand.

For eign cxchange exposure

For the year ended 31 March 2017, the Group had monetary assets and
monetary liabilities denominated in foreign currencies, i.e. currency other
than the functional currency of the respective group entities, which are
mainly trade receivables, other receivables, available-for-sale investment, cash
and bank balances, pledged bank deposits, trade and other payables and
interest-bearing bank and other borrowings. Consequently the Group had
foreign exchange risk exposure from translation of amount denominated in
foreign currencies as at 31 March 2017. Since HKS is pegged to US$, the
Group does not expect any significant movements in HK$/US$ exchange
rate. The Group is exposed to foreign exchange risk primarily with respect to
RMB. If HK$ as at 31 March 2017 had strengthened/weakened by 5%
against RMB with all other variables held constant, the loss for the year
attributable to the owners of the parent would have been increased/decreased
by approximately HK$2.0 million for the year ended 31 March 2017 (2016:
loss for the year attributable to the owners of the parent would have
increased/decreased by approximately HK$3.4 million).

The Group does not engage in any derivatives activities and does not commit
to any financial instruments to hedge its exposure to foreign currency risk.

Capital structure

There has been no change in the capital structure of the Company during
the year ended 31 March 2017. As at 31 March 2017, the capital of the
Company comprises ordinary shares and capital reserves.

Capital commitments

As at 31 March 2017, capital commitments of the Group amounted to
approximately HK$2.6 million (2016: approximately HK$3.1 million).

Dividend

The Board does not recommend the payment of final dividend for the year
ended 31 March 2017.

No dividend has been paid or declared by the Company during the year
ended 31 March 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS
B B A

Information on employees

As at 31 March 2017, the Group had 534 employees (2016: 725), including
the executive Directors. Total staff costs (including the Directors’
emoluments) were approximately HK$117.0 million, as compared with
approximately HK$127.5 million for the year ended 31 March 2016.
Remuneration is determined with reference to market conditions and
individual employees’ performance, qualification and experience.

Apart from the provident fund scheme (operation in accordance with the
provisions of the Mandatory Provident Fund Schemes Ordinance for Hong
Kong employees) or social insurance fund (including retirement pension
insurance, medical insurance, unemployment insurance, injury insurance
and maternity insurance for the PRC employees), discretionary bonuses and
employee share options are also awarded to employees according to the
Group’s performance as well as assessment of individual performance. Since
the adoption of the share option scheme on 10 February 2015 and up to 31
March 2017, no options have been granted by the Company.

The Directors believe that the salaries and benefits of the Group’s employees
are kept at a competitive level and employees are rewarded on a
performance-related basis within the general framework of the Group’s salary
and bonus system, which is reviewed annually.

Share option scheme

The Company has adopted the share option scheme on 10 February 2015
(the “Scheme”) under which certain selected classes of participants
(including, among others, Directors and full-time employees) may be
granted options to subscribe for the shares. Unless otherwise cancelled or
amended, the scheme will remain in force for 10 years from that date. No
share option had ever been granted under the Scheme since its adoption, up
to 31 March 2017.

Significant investments held

The Group did not hold any significant investment in equity interest in any
other company.

Future plans for material investments and capital assets

The Group did not have other plans for material investments and capital
assets.

Material acquisitions and disposals of subsidiaries and affiliated
companies

During the year ended 31 March 2017, the Group did not have any material
acquisitions and disposals of subsidiaries and affiliated companies.
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MANAGEMENT DISCUSSION AND ANALYSIS

Charges of assets

As at 31 March 2017, the Group’s bank borrowings are secured by its assets

as below:

0]

(i)

(i)

(iv)

)

(vi)

(vii)

mortgages over the Group’s leasehold land, which had a net carrying
amount of approximately HK$9.9 million and approximately
HK$10.2 million, respectively, as at 31 March 2017 and 31 March
2016;

mortgages over the Group’s buildings, which had a net carrying
amount of approximately HK$17.4 million and approximately
HK$18.9 million, respectively, as at 31 March 2017 and 31 March
2016;

mortgages over the Group’s prepaid land lease payments, which had a
net carrying amount of approximately HK$2.8 million and
approximately HK$3.1 million, respectively, as at 31 March 2017
and 31 March 2016;

a pledge of the Group’s bank deposits of approximately HK$55.5
million and approximately HK$86.6 million, respectively, as at 31
March 2017 and 31 March 2016;

the pledge of the Group’s available-for-sale investment amounting to
approximately HK$15.0 million as at 31 March 2017 (at 31 March
2016: HK$14.5 million);

the pledge of the Group’s trade receivables of approximately HK$69.2
million as at 31 March 2017 (at 31 March 2016: HK$79.4 million);
and

corporate guarantees provided by the Company and certain
subsidiaries of the Company.

As at 31 March 2017, the Group’s other borrowings are secured by the

pledge of the Group’s trade receivables of approximately HK$142.3 million
as at 31 March 2017 (2016: nil).

Contingent liabilities

The Group had no material contingent liabilities as at 31 March 2017
(2016: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS
B B A

SIGNIFICANT EVENTS
Mandatory unconditional cash offer

As disclosed in the joint announcement dated 21 December 2016 and the
composite offer and response document dated 27 January 2017 (the
“Composite Document”) jointly issued by the Company and HNA Aviation
Investment Holding Company Ltd. (the “Offeror”), the Offeror, KTL
International Holdings Limited as the vendor (the “Vendor”) and Mr. Kei
York Pang Victor and Mr. Li Man Chun as guarantors had entered into a
sale and purchase agreement on 13 December 2016 (the “Sale and Purchase
Agreement”), pursuant to which the Vendor had agreed to sell and the
Offeror had agreed to purchase 98,304,016 shares of the Company (the “Sale
Shares”), representing approximately 61.44% of the then issued share capital
of the Company.

Consideration for the Sale Shares pursuant to the Sale and Purchase
Agreement amounted to HK$594,739,297, equivalently to approximately
HK$6.05 per Sale Share. Completion took place on 29 December 2016.

Upon completion of the Sale and Purchase Agreement, the Offeror and
parties acting in concert with it were interested in 98,304,016 shares of the
Company (the “Shares”), representing approximately 61.44% of the then
existing issued share capital of the Company. Pursuant to the Hong Kong
Code on Takeovers and Mergers (the “Takeovers Code”), CCB International
Capital Limited, on behalf of the Offeror, made mandatory unconditional
cash offer to acquire all the issued shares of the Company (other than those

already owned by the Offeror) at HK$6.05 for each Share (the “Offer”).

Pursuant to the announcement dated 17 February 2017 jointly issued by the
Company and the Offeror, the Offer was closed on 17 February 2017 and
the Offeror received valid acceptances in respect of a total of 31,068,478
Shares under the Offer, representing approximately 19.42% of the then
entire issued share capital of the Company.

Immediately after the close of the Offer, on 17 February 2017, the Offeror
and parties acting in concert with it are interested in an aggregate of
129,372,494 Shares, representing approximately 80.86% of the then entire
issued share capital of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

Restoration of public float of the Company

As disclosed in the announcement dated 17 February 2017 jointly issued by
the Company and the Offeror, the number of Shares held by the public fell
below the minimum public float requirement of 25% as set out under Rule
8.08(1)(a) of the Listing Rules.

On 5 May 2017, the Company entered into the placing agreement with the
placing agent, pursuant to which (i) the placing agent agreed to procure not
less than six placees to subscribe 12,600,000 new shares at the placing price
(the “Placing”); and (ii) the Company agrees to issue, and the placing agent
agrees to procure each placee who subscribed for any placing shares to
subscribe such number of warrants as equal to such number of placing shares
at the warrant issue price (the “Warrant Issue”).

Please refer to (i) the section headed “Notes to Financial Statements” and the
note 36 headed “Event after the reporting period” of this announcement; (ii)
the announcements of the Company dated 7 May 2017 and 16 May 2017,
respectively, for details of the Placing and the Warrant Issue.

Immediately after completion of the Placing and as at 16 May 2017,
43,227,506 Shares, representing approximately 25.04% of the entire issued
Shares of the Company, were held by the public (within the meaning of the
Listing Rules). As such, the minimum public float requirement of 25% as set
out under Rule 8.08(1)(a) of the Listing Rules has been fulfilled.
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CORPORATE GOVERNANCE REPORT
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CORPORATE GOVERNANCE PRACTICES

Adapting and adhering to recognised standards of corporate governance
principles and practices has always been one of the top priorities of the
Company. The Board believes that good corporate governance is one of the
areas that lead to the success of the Company and in balancing the interests
of shareholders, customers and employees, and the Board is devoted to
ongoing enhancements of the efficiency and effectiveness of such principles
and practices.

The Board has adopted the code provisions of the Corporate Governance
Code (the “Code Provisions”) set out in Appendix 14 to the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”). During the year ended 31 March 2017, the Company had complied
with the Code Provisions except for code provision A.2.1 as more
particularly described below.

Pursuant to code provision A.2.1 of the Corporate Governance Code set out
in Appendix 14 of the Listing Rules, the responsibilities between the
chairman and the chief executive officer should be segregated and should not
be performed by the same individual. During the period from 1 April 2016
to 17 February 2017, Mr. Kei York Pang Victor performed the two roles as
the chief executive officer and the co-chairman of the Board for consistent
leadership within the Group and more effective and efficient overall strategic
planning for the Group. Subsequent to Mr. Kei York Pang Victor’s
resignation as an executive Director, the chief executive officer and the co-
chairman of the Board on 17 February 2017, Mr. Nang Qi was appointed as
the chairman to provide leadership to the Board and Mr. Chen Peiliang was
appointed as the chief executive officer on the same day.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 to the
Listing Rules as its own code of conduct regarding securities transaction by
Director of the Company. Having made specific enquiries to all the
Directors, the Directors confirmed that they had complied with the required
standard as set out in the Model Code during the year ended 31 March
2017.
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THE BOARD OF DIRECTORS

Composition

The Board currently comprises six Directors, of which three are executive
Directors, and three are independent non-executive Directors. In addition, a
list containing the names of the Directors and their roles and functions is
available on the websites of the Group and the Stock Exchange. The
composition of the Board is as follows:

Executive Directors:

Mr. Nang Qi (Chairman)

Mr. Chen Peiliang (Chief Executive Officer)
Mr. Xue Qiang

Independent non-executive Directors:
Mr. Ting Tit Cheung

Mr. Chan Chi Kuen

Mr. Lo Chun Pong

Up to the date of this annual report, there was no change in the composition
of the Board. The biographical details of each Director are set out in the
section “Directors and Senior Management” on pages 7 to 10.

RESPONSIBILITIES OF THE BOARD AND
MANAGEMENT

The Board is primarily responsible for overseeing and managing the
Company’s affairs, including the responsibilities for the adoption of long-
term strategies and appointing and supervising senior management to ensure
that the operation of the Group is conducted in accordance with the
objective of the Group.

The Board is also responsible for determining the Company’s corporate
governance policies which include:

(i)  to develop and review the Company’s policies and practices on
corporate governance;

(i)  to review and monitor the training and continuous professional
development of Directors and senior management;

(iii)  to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

(iv)  to review and monitor the code of conduct and compliance manual (if
any) applicable to employees and Directors; and

(v)  to review the Company’s disclosure in the Corporate Governance
Report.
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While at all times the Board retains full responsibility for guiding and
monitoring the Company in discharging its duties, certain responsibilities
are delegated to various Board committees which have been established by
the Board to deal with different aspects of the Company’s affairs. Unless
otherwise specified in their respective written terms of reference as approved
by the Board, these Board committees are governed by the Company’s
articles of association as well as the Board’s policies and practices (in so far as
the same are not in conflict with the provisions contained in the articles of
association). With the new composition of members of the nomination
committee, the remuneration committee and the audit committee, the
independent non-executive Directors will be able to effectively devote their
time to perform the duties required by the respective Board committees.

The Board has also delegated the responsibility of implementing its strategies
and the day-to-day operation to the management of the Company under the
leadership of the executive Directors. Clear guidance has been made as to the
matters that should be reserved to the Board for its decision which include
matters on, inter alia, capital, finance and financial reporting, internal
controls, communication with shareholders, Board membership, delegation
of authority and corporate governance.

The Chief Financial Officer and/or Company Secretary or secretary of the
board committee attended all regular Board Meetings and Board Committee
Meetings to advise on accounting and financial, corporate governance and
statutory compliance matters. Senior management has formal or informal
contact with the Board Members as and when necessary.

Board papers and minutes are made available for inspection by the Directors
and Board Committee Members upon reasonable request. The Company
responded as promptly as possible to any queries raised by the Directors.

The Board acknowledges its responsibility for the preparation of the financial
statements which give a true and fair view of the state of financial position
and financial performance of the Group. The financial statements set out on
pages 66 to 135 were prepared on the basis set out in note 2.1 to the
financial statements. Financial results of the Group are announced in a
timely manner in accordance with statutory and/or regulatory requirements.
The declaration of reporting responsibility issued by the external auditors of
the Company on the financial statements is set out in the Independent
Auditors’ Report on pages 61 and 65.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

During the year, the Board at all times met the requirements of the Listing
Rules relating to the appointment of at least three independent non-
executive Directors representing at least one-third of the Board and at least
one independent non-executive Director possessing appropriate professional
qualifications , or accounting or related financial management expertise.

Prior to their respective appointment, each of the independent non-executive
Directors has submitted a written statement to the Stock Exchange confirming
their independence and has undertaken to inform the Stock Exchange as soon
as practicable if there is any subsequent change of circumstances which may
affect their independence. The Company has also received a written
confirmation from each of the independent non-executive Directors in respect
of their independence. The Company considers all independent non-executive
Directors to be independent in accordance with the independence
requirements set out in Rule 3.13 of the Listing Rules.

The independent non-executive Directors take an active role in Board
meetings, contribute to the development of strategies and policies and make
sound judgment in various aspects. They will take lead when potential
conflicts of interest arise. They are also members of various Board
committees and devote sufficient amount of time and attention to the affairs
of the Company.

BOARD MEETINGS

The Board is scheduled to meet regularly at least four times a year at
approximately quarterly intervals, to discuss the overall strategy as well as the
operational and financial performance of the Company. Other Board
meetings will be held when necessary. Such Board meetings involve the
active participation, either in person or through other electronic means of
communication, of a majority of Directors. Notices of not less than fourteen
days will be given for all regular board meetings to provide all Directors with
an opportunity to attend and include matters in the agenda for regular board
meetings.

Apart from formal meetings, matters requiring Board approval were arranged
by means of circulation of written resolutions.
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The attendance of individual Directors at Board Meetings (BM), Audit AR ER > MRlFEESRENEREES SR FHEE
Committee Meetings (ACM), Nomination Committee Meetings (NCM), TEgk - AT EEER MR a e ek kRIul
Remuneration Committee Meetings (RCM), Annual General Meeting SRR B M RS R E i R R

(AGM) and Extraordinary General Meeting (EGM) during the financial

year is set out below:

Meetings attended/Eligible to attend

PR f Vcd ¢ Fi) A £

Directors BM ACM NCM RCM AGM

HEH HEREAR®T REEER®T WMER & JBe 3 4
#HH ik ik 7k ik PN
Executive Directors
PUTES
NANG Qi %[t * - - - - -
CHEN Peiliang Bl K * - - - - -
XUE Qiang f¥ i * - - - - -
KEI York Pang Victor A #5 Mf ** 4/4 - 2/2 - 1/1
LI Man Chun %3 f& = 4/4 - 2/2 2/2 11
KEI Yeuk Lun Calan #4  ** 4/4 - - 2/2 11
Independent Non-executive Directors
B R PTE S
TING Tit Cheung T #F} 2/4 2/2 2/2 22 1/1
CHAN Chi Kuen B 3/4 2/2 2/2 2/2 /1
LO Chun Pong i #zF% 2/4 2/2 2/2 2/2 1/1
* Appointed on 27 January 2017 * R 201741 H 27 HAEZRAE

*

* Resigned on 17 February 2017 * R 2017 4E2 H 17 H BHT:

GENERAL MEETINGS A K

Pursuant to code Provision A.6.7 of the Code, independent non-executive HRA 5%~ HI B AL6.7 16 ~F I SC » M8 Sz JF AT 36 F R
Directors should attend the annual general meeting of the Company to L TS AR 2 ) M RO A R B AR B A A TR
develop a balanced understanding of the views of the shareholders. All TR o JI A B S I AT A A A TR 2016
independent non-executive Directors attended the annual general meeting of 8 H 15 HEAT 2 IR IB 4R & -

the Company held on 15 August 2016.
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CONTINUOUS PROFESSIONAL DEVELOPMENT

Directors attended training sessions which place emphasis on the roles,
functions and duties of a listed company director.

All Directors have provided record of training attendance and the Company
will continue to arrange and/or fund the training in accordance with the
Code Provisions.

According to the records of training maintained by the Company Secretary,
during the financial year under review, all the current Directors pursued
continuous professional development and relevant details are set out below:

Directors

£

Executive Directors

PATES

NANG Qi £ fiit *

CHEN Peiliang Bt il [ *

XUE Qiang F¥ 5 *

KEI York Pang Victor 404§ **
LI Man Chun 2= 30 & =

KEI Yeuk Lun Calan A g **

Independent Non-executive Directors
B EPATE R

TING Tit Cheung ] ¥

CHAN Chi Kuen Bt fiE

LO Chun Pong & & FH

* Appointed on 27 January 2017
o Resigned on 17 February 2017
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Type of Trainings
s
attending seminars reading journals,
and/or conferences updates, articles
and/or forums and/or materials, etc
MR E R BET - B
sak@ Rk Hl - XRRS

ki 391 P
4 4
4 4
4 4
4 v
4 4
v 4
4 v
4 4
v 4

* 201741 H 27 HEZRAT
= JR20174FE2 1 17 H BT
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to code provision A.2.1 of the Corporate Governance Code set out
in Appendix 14 of the Listing Rules, the responsibilities between the
chairman and the chief executive officer should be segregated and should not
be performed by the same individual. During the period from 1 April 2016
to 17 February 2017, Mr. Kei York Pang Victor performed these two roles
as the chief executive officer and the co-chairman of the Board for consistent
leadership within the Group and more effective and efficient overall strategic
planning for the Group. On 17 February 2017, Mr. Nang Qi was appointed
as the chairman to provide leadership to the Board and Mr. Chen Peiliang
was appointed as the chief executive officer.

The Board considers this structure will enable the Company to make and
implement decisions promptly and effectively. The Board believes that the
balance of power and authority is adequately ensured by the operation of the
Board, which comprises experienced and high calibre individuals with a
sufficient number thereof being independent non-executive Directors.

APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

The procedures and process of appointment, re-election and removal of
directors are laid down in the Company’s Article of Association. The
Nomination Committee is responsible for reviewing the Board composition,
developing and formulating the relevant procedures for nomination and
appointment of directors, monitoring the appointment and succession
planning of directors and assessing the independence of independent non-
executive Directors. The appointments letters of independent non-executive
Directors have been renewed on 10 February 2017.

Each of the executive Directors has entered into a service contract with the
Company and each of the independent non-executive Directors has signed a
letter of appointment with the Company. Such term is for an initial term of
three years for the executive Directors and one year for the independent non-
executive Directors commencing from the Listing Date, subject to re-
election.

At any time or from time to time, the Board shall have the power to appoint
any person as a Director either to fill a casual vacancy on the Board or as an
additional Director to the existing Board subject to any maximum number
of Directors, if any, as may be determined by the members in general
meeting. Any Director appointed by the Board to fill a casual vacancy shall
hold office only until the first general meeting of the Company after his
appointment and be subject to re-election at such meeting. Any Director
appointed by the Board as an addition to the existing Board shall hold office
only until the next following annual general meeting of the Company and
shall then be eligible for re-election.

At each annual general meeting, one third of the Directors for the time being
will retire from office by rotation. However, if the number of Directors is
not a multiple of three, then the number nearest to but not less than one
third shall be the number of retiring Directors.
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BOARD COMMITTEES

The Board has established three committees, namely, the Nomination
Committee, Remuneration Committee and Audit Committee, for overseeing
particular aspects of the Company’s affairs. All of these three committees of
the Board are established with defined written terms of reference. The
majority of the members of the Nomination Committee, Remuneration
Committee and all members of the Audit Committee are independent non-
executive Directors. 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.

NOMINATION COMMITTEE

The Company established a nomination committee pursuant to a resolution
of the Directors on 10 February 2015 with written terms of reference in
compliance with paragraph A.5.1 of Appendix 14 of the Listing Rules. Its
terms of reference are available on the websites of the Company and the
Stock Exchange.

The primary duties of the nomination committee include, but not limited to
(i) to review the structure, size and composition of the Board on regular at
least annually; (ii) identify individuals suitably qualified to become Board
members; (iii) assess the independence of independent non-executive
Directors; and (iv) make recommendations to the Board on relevant matters
relating to the appointment or reappointment of Directors.

The nomination committee comprises three independent non-executive
Directors, namely Mr. Ting Tit Cheung, Mr. Chan Chi Kuen, and Mr. Lo
Chun Pong, and two executive Directors, namely, Mr. Nang Qi and Mr.
Chen Peiliang. The chairman of the Nomination Committee is Mr. Nang

Qi.
The Nomination Committee will conduct meeting at least once a year.

When identifying suitable candidates for directorship, the nomination
committee will carry out the selection process by making reference to the
skills, experience, education background, professional knowledge, personal
integrity and time commitments of the proposed candidates, and also the
Company’s needs and other relevant statutory requirements and regulations
required for the positions. All candidates must be able to meet the standards
as set forth in Rule 3.08 and Rule 3.09 of the Listing Rules. A candidate
who is to be appointed as an independent non-executive Director should
also meet the independence criteria set out in Rule 3.13 of the Listing Rules.
Qualified candidates will then be recommended to the Board for approval.
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BOARD DIVERSITY

Under the Board Diversity Policy adopted by the Board, the Company
recognises and embraces the benefits of having a diverse Board towards
enhancement of overall performance. With a vision to achieving a sustainable
and balanced development, the Company regards increasing diversity at the
Board level as an essential element in achieving a diversity of perspectives
and supporting the attainment of its strategic goals. Appointments of
directors are made on merits while having due regard for the benefits of

diversity of the Board.

At present, half of the directors on the Board are independent non-executive
Directors. They represent diverse career experience in various enterprises.
They bring with them diverse professional backgrounds. The board
composition reflects various cultural and educational backgrounds,
professional development, length of service, knowledge of the Company and
a broad range of individual attributes, interests and values. The Board
considers the current line-up has provided the Company with a good balance
and diversity of skills and experience for the requirements of its business.
The Board will continue to review its composition from time to time taking
into consideration board diversity for the requirements and benefits of the
Company’s business.

REMUNERATION COMMITTEE

The Company established a remuneration committee pursuant to a resolution
of the Directors passed on 10 February 2015 with written terms of reference in
compliance with Rule 3.25 and Rule 3.26 of the Listing Rules. The written
terms of reference of the remuneration committee was adopted in compliance
with the Code Provisions. Its terms of reference are available on the websites of
the Company and the Stock Exchange.

The primary duties of the remuneration committee include, but are not limited
to: (i) making recommendations to the Board on the overall remuneration policy
and structure relating to all Directors and senior management of the Group and
(i) ensuring none of the Directors determine their own remuneration. The
emoluments of executive Directors are determined based on the skills,
knowledge, individual performance as well as contributions, the scope of
responsibility and accountability of such Directors, taking into consideration of
the Company’s performance and prevailing market conditions.

The remuneration policy of independent non-executive Directors is to
ensure that the independent non-executive Directors are adequately
compensated for their efforts and time dedicated to the Company’s affairs
including their participation in respective Board committees. The
emoluments of independent non-executive Directors are determined with
reference to their skills, experience, knowledge, duties and market trends. As
at the date of this annual report, the remuneration committee consists of
three independent non-executive Directors namely Mr. Ting Tit Cheung,
Mr. Chan Chi Kuen, Mr. Lo Chun Pong and two executive Directors,
namely Mr. Nang Qi and Mr. Chen Peiliang. The Chairman of the
Remuneration Committee is Mr. Ting Tit Cheung. Details of remuneration
of Directors are set out in note 9 to the financial statements.
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Up to 31 March 2017, there was no change in the policy and structure of
the remuneration of the Directors and senior management. The
Remuneration Committee will meet at least once a year for reviewing the
remuneration policy and structure and making recommendations to the
Board on determining the annual remuneration packages of the executive
Directors and the senior management and other related matters.

AUDIT COMMITTEE

The Company established an Audit committee pursuant to a resolution of
the Director passed on 10 February 2015 with written terms of reference in
compliance with Rule 3.21 and Rule 3.22 of the Listing Rules. A revised set
of terms of reference of the Audit Committee (the “Revised Audit
Committee Terms of Reference”) has been adopted by the Company during
the year to get in line with the recent amendments to the Code Provisions
The Revised Audit Committee and the recommendations set out in “A
Guide for Effective Audit Committees” issued by the Hong Kong Institute
of Certified Public Accountants. The Terms of Reference are available on
the websites of the Company and the Stock Exchange.

The primary duties of the audit committee include but are not limited to (i)
making recommendations to the Board on the appointment, re-appointment
and removal of external auditor, (ii) reviewing the financial statements and
material advice in respect of financial reporting and (iii) overseeing the
Company’s financial reporting, risk management and internal control
systems.

In relation to (iii), the audit committee is:

—  to review the Company’s financial controls, and to review the
Company’s risk management and internal control systems;

— o discuss the risk management and internal control systems with
management and to ensure that management has performed its duty
to have effective systems. The discussion should include the adequacy
of resources, staff qualifications and experience, training programmes
and budget of the Company’s accounting and financial functions;

—  to consider major investigation findings on risk management and
internal control matters as delegated by the Board or on its own
initiative and management’s response to these findings;

—_ where an internal audit function exists, to review the internal audit
programme, ensure co-ordination between the internal and external
auditors, and ensure that the internal audit function is adequately
resourced and has appropriate standing within the Company, and to
review and monitor its effectiveness;

—  to review the Group’s financial and accounting policies and practices;

—  to review the external auditor’s management letter, any material
queries raised by the auditor to management about accounting
records, financial accounts or systems of control and management’s
response;
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—  to ensure that the Board will provide a timely response to the issues
raised in the external auditor’s management letter;

—  to report to the Board on the matters set out in the Corporate
Governance Code and Corporate Governance Report (the “Code”) in
Appendix 14 of the Listing Rules;

—  to consider other matters, as required by the Board, to be performed
by the Audit Committee.

As at the date of this annual report, the Audit committee consists of three
independent non-executive Directors, namely Mr. Chan Chi Kuen, Mr.
Ting Tit Cheung and Mr. Lo Chun Pong. The Chairman of the Audit
Committee is Mr. Chan Chi Kuen, who holds the appropriate professional
qualifications as required under Rule 3.10(2) and Rule 3.21 of the Listing
Rules.

As at the date of this annual report, the Audit Committee has considered
and reviewed the accounting principles and practices adopted by the Group
and has discussed matters in relation to internal control and financial
reporting with the management. The Audit Committee considers that the
financial results for the year ended 31 March 2017 are in compliance with
the relevant accounting standards, rules and regulations and appropriate
disclosures have been duly made.

The Audit Committee has held a meeting with the external auditors on 6
June 2017 to (i) review the financial statements for the year ended 31 March
2017; (ii) discuss the internal control and financial reporting matters of the
Group; (iii) review the financial statements and the auditor’s report and
recommend to the board for approval. All members of the committee
attended that meeting. The Audit Committee will meet at least twice a year
to review the financial results and reports, financial reporting and compliance
procedures, the report of the internal auditor on the Company’s internal
control and risk management review and processes, and the re-appointment
of the external auditor. Pursuant to the terms of reference of the Audit
Committee of the Company, the minutes of meetings were circulated to all
Committee Members. The minutes were kept by the Company Secretary.

Up to the date of this annual report, the Board has not taken a different view

from the Audit Committee on the selection, appointment, resignation or
dismissal of external auditors.
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DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING

The Directors acknowledge their responsibilities for keeping proper
accounting records and preparing the financial statements of each financial
period, which shall give a true and fair view of the financial position of the
Group and of the financial performance and cash flows for that period. In
preparing the financial statements for the year ended 31 March 2017, the
Directors have made judgements and estimates that are prudent and
reasonable, and prepared the financial statements on a going concern basis.

The relevant responsibility statement from the external auditors is set out in
the Independent Auditors’ Report on pages 61 to 65.

The Board is responsible for presenting a balanced, clear and understandable
assessment of annual and interim reports, inside information announcements
and other financial disclosures required by the Listing Rules and other
regulatory requirements.

The senior management has provided such explanation and information to
the Board as necessary to enable the Board to carry out an informed
assessment of the financial information and position of the Group put to the
Board for approval.

The basis on which the Company generates or preserves value over the longer
term and the strategy for delivering its objectives are explained in the
“Management Discussion and Analysis” set out in pages 11 to 21 in this report.

The section of “Management’s Discussion & Analysis” has explained the
factors affecting business performance and outlook of the Group. Financial
statements have been presented in accordance with the disclosure
requirements of Listing Rules, Hong Kong Financial Reporting Standards
and the Hong Kong Companies Ordinance.
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AUDITOR’S REMUNERATION

For the year ended 31 March 2017, the total remuneration paid or payable to
the Company’s auditors, Crowe Horwath (HK) CPA Limited, for annual
audit services totaling approximately HK$1.15 million.

Analysis of remuneration paid or payable to Crowe Horwath (HK) CPA
Limited is set out below:

Items of auditor’s services 1 B il Al 75 JE H
Audit Services ¥ wt Bt
Annual audit service AR IR
Total Hast

Non-audit services Fe s

Tax related services BT B 2 IR 55
Other consultancy services HoAt s IR s
Total Hast

COMPANY SECRETARY

Mr. Chau Chi Lai was appointed on 18 May 2015 to be our company
secretary.

Mr. Chau is also our company’s chief financial officer, Mr. Chau has
day-to-day knowledge of the Company’s affairs. His appointment and
removal is subject to Board’s approval. All Directors have access to the advice
and services of the company secretary to ensure the Board procedures, and
all applicable law, rules and regulations, are followed. For the financial year
ended 31 March 2017, the company secretary has complied with Rule 3.29
of the Listing Rules by taking no less than 15 hours of relevant professional
training.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board has overall responsibilities for the Group’s risk management and
internal control systems to safeguard the interests of the Company and its
shareholders as a whole. To this end, the Board oversees and approves the
Group’s risk management and internal control strategies and policies, which
are aimed at evaluating and determining the nature and extent of the risks
that are compatible with the Group’s strategic objectives and risk appetite,
with the main purpose for provision of reasonable assurance against material
misstatement or loss rather than absolute elimination of the risk of failure to
achieve business objectives.
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Reporting to the Board, the Audit Committee is delegated with the authority
and responsibility for ongoing monitoring and evaluation of the effectiveness
of the relevant systems. In December 2015, the terms of reference of the
Audit Committee were updated to formally incorporate the risk management
into its scope of duties.

Areas of responsibility of each business units are clearly defined with specific
limits of authority in place to ensure effective segregation of duties.
Procedures have been designed for safeguarding assets against unauthorised
use or disposition, maintenance of proper accounting records, assurance of
the reliability of financial information for internal use or publication and
compliance with relevant legislation and regulations. Risk management
system, internal control measures and procedures are continuously under
review and being improved where necessary in response to changes in
business, operating and regulatory environments. Furthermore, a
Whistleblowing Policy has been adopted by the Group, with the authority
and responsibility being delegated to the Audit Committee. Such
Whistleblowing Policy is for employees and those who are in business with
the Group such as customers and suppliers to raise concerns, in confidence,
with our Internal Audit and any and all relevant complaints received may
then be referred to the Audit Committee and/or Co-chairman of the
Company about possible improprieties in any matter related to the Group.

During the financial year ended 31 March 2017, the Audit Committee has
conducted a review of the effectiveness of the Group’s risk management and
internal control systems and procedures covering all controls, including
financial, operational and compliance and risk management, and the
adequacy of resources, qualifications, experience and training of staff of the
Company’s financial reporting and treasury function. Confirmations from
management in the form of certification that risk management and internal
control procedures are functioning effectively to meet the respective financial
reporting, operational and compliance needs, are submitted by business unit
heads and reporting to the Audit Committee.

Based on the result of the review as reported by the Audit Committee, in
respect of the financial year ended 31 March 2017, the Directors considered
that the risk management and internal control systems and procedures of the
Group were effective and adequate.

INTERNAL AUDIT DEPARTMENT

The Internal Audit Department reviews the effectiveness of the internal
control system. The Internal Audit Department carries out an annual risk
assessment on each identified audit area and devises an annual audit plan
according to the nature of business and risk exposures, and the scope of work
includes financial and operational reviews. The audit plan is reviewed and
agreed by the Audit Committee. In addition to the agreed schedule of work,
the Internal Audit Department conducts other review and investigative work
as may be required. The Audit Committee receives summary reports from
the Internal Audit Department periodically while the results of internal audit
reviews and responses to the recommended corrective actions are also
reported to the executive Directors. The Internal Audit Department is also
responsible for following up the corrective actions to ensure that satisfactory
controls are maintained.
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Conflicts of Interest Declaration

The Group adopted conflict of interest declaration policy as one of the
important internal control procedures. Employees are required to provide
annual declaration of conflict of interest, and strictly comply with the policy
to ensure that the Group and its customers, business partners, sharecholders,
employees and business community of the transactions and dealings are in
line with the highest standards of business conduct and ethics.

Whistleblowing Policy

The Group established a whistleblowing policy for employees under
confidentiality to file complaint and report any suspected misconduct, fraud
and irregularities, in an orderly manner. The Internal Audit Department is
responsible for receiving, reviewing complaint and report, to investigate, to
draw conclusion and to make appropriate recommendations for
improvement, and inform the relevant departments senior management to
implement corrective action. Internal Audit Department reports twice a year
their findings on complaints to the Audit Committee.

SHAREHOLDERS’ RIGHTS

Pursuant to the Company’s Articles of Association, shareholder(s) holding
not less than one-tenth of the Company’s paid-up capital at the end of
deposit of requisition and having the right to vote at general meetings can
submit a requisition to convene an Extraordinary General Meeting

(“EGM™).

Such requisition shall be made in writing to the Board or the company
secretary for the purpose of requiring an extraordinary general meeting to be
called by the Board for the transaction of any business specified in such
requisition. Such meeting shall be held within two months after the deposit
of such requisition. If within 21 days of such deposit, the Board fails to
proceed to convene such meeting, the requisitionist(s) himself (themselves)
may do so in the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be reimbursed to
the requisitionist(s) by the Company.

Shareholders should direct their enquiries about their sharcholdings to the
Company’s branch share registrar and transfer office in Hong Kong, namely,
Tricor Investor Services Limited at Level 22, Hopewell Centre, 183 Queen’s
Road East, Hong Kong or the principal place of business of the Company in
Hong Kong at Unit 1207, Fu Hang Industrial Building, 1 Hok Yuen Street
East, Hung Hom, Kowloon, Hong Kong. Shareholders who wish to put
enquiries to the Board can send their enquiries to the Company Secretary
who will ensure these enquiries to be properly directed to the Board.
Shareholders may at any time make a request for the Company’s information
to the extent such information is publicly available. Corporate
communication of the Company will be provided to Sharcholders in plain
language and in both English and Chinese versions to facilitate Shareholders’
understanding. Sharcholders have the right to choose the language (either
English or Chinese) or means of receipt of the corporate communications (in
hard copy or through electronic means).
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All resolutions put forward at an EGM will be taken by poll pursuant to the
Listing Rules. Shareholders who are unable to attend the EGM can appoint
proxies to attend and vote at the general meeting. The Chairman of the
EGM will provide explanation of the detailed procedures for conducting a
poll and then answer questions (if any) from the shareholders regarding
voting by way of poll. In addition, the poll results will be posted on the
websites of the Company and of the Stock Exchange after the EGM.

INVESTOR RELATIONS AND COMMUNICATION

The Board recognises the importance of good communications with all
shareholders. The Company believes that maintaining a high level of
transparency is a key to enhance investor relations. The Company is
committed to a policy of open and timely disclosure of corporate
information to its shareholders and investing public.

The Company updates its shareholders on its latest business developments
and financial performance through its corporate publications including
annual reports and public announcements. Extensive information about the
Company’s activities for the year ended 31 March 2017 has been provided
in this annual report. While the Annual General Meeting provides a valuable
forum for direct communication between the Board and its shareholders, the
Company also maintains its website (www.ktl.com.hk) to provide an
alternative communication channel for the public and its shareholders. All
corporate communication and Company’s latest updates are available on the
Company’s website for public’s information.

CONSTITUTIONAL DOCUMENTS

During the year ended 31 March 2017 and up to the date of this annual
report, there has been no significant change in the Company’s constitutional
documents.

Hong Kong, 6 June 2017
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REPORT OF THE DIRECTORS
EHEHN

The Directors present their annual report together with the audited financial
statements of the Group for the year ended 31 March 2017.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and those of
the principal subsidiaries of the Company are set out in note 1 to the
financial statements.

RESULTS AND APPROPRIATIONS

The financial performance of the Group for the year ended 31 March 2017
and the financial position of the Group as at 31 March 2017 are set out in
the financial statements on pages 66 to 135.

FINAL DIVIDEND

The Board does not recommend the payment of a final dividend for the year
ended 31 March 2017.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the Group for the last
five financial years is set out on page 136. This summary does not form part
of the financial statements.

SHARE CAPITAL

Details of movements in share capital of the Company during the year are
set out in note 26 to the financial statements.

EQUITY-LINKED AGREEMENT

No equity-linked agreement which may result in the Company issuing shares
was entered into or existed during the financial year.

RESERVES

Details of movements in the reserves of the Group and the Company during
the year are set out in the consolidated statement of changes in equity on
page 69 of this annual report and note 27 to the financial statements,
respectively.

DISTRIBUTABLE RESERVES

The Company was incorporated in the Cayman Islands on 6 June 2014. As
at 31 March 2017, the Company’s distributable reserves, calculated under
the Companies Law, Chapter 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands, amounted to approximately HK$187.7
million.

DONATIONS

During the year, the Group made charitable and other donations amounted
to approximately HK$250,000 (2016: approximately HK$16,000).
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MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s sales and purchases attributable to
the major customers and suppliers respectively during the financial year is as

follows:
Percentage of the Group’s total
Sales Purchases
The largest customer 29.9%
Five largest customers in aggregate 63.3%
The largest supplier 45.8%
Five largest suppliers in aggregate 69.4%

At no time during the Year have the directors, their associates or any
shareholder of the Company (which to the knowledge of the directors owns
more than 5% of the Company’s share capital) had any interest in these
major customers and suppliers.

SUBSIDIARIES

The details of the major subsidiaries of the Company are set out in note 1 to
the financial statements.

PROPERTY, PLANT AND EQUIPMENT

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

BORROWINGS

Particulars of borrowings of the Group as at the balance sheet date are set
out in note 23 to the financial statements.

The details of the Group’s charges of assets are set out on page 19.

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The Directors of the Company who hold office during the year and up to
the date of this report are:

Executive Directors
Mr. Nang Qi (Chairman)
(appointed on 27 January 2017)
Mr. Chen Peiliang (Chief Executive Offier)
(appointed on 27 January 2017)
Mr. Xue Qiang
(appointed on 27 January 2017)
Mr. Kei York Pang Victor
(resigned on 17 February 2017)
Mr. Li Man Chun
(resigned on 17 February 2017)
Mr. Kei Yeuk Lun Calan
(resigned on 17 February 2017)

Independent non-executive Directors
Mr. Ting Tit Cheung

Mr. Chan Chi Kuen

Mr. Lo Chun Pong
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REPORT OF THE DIRECTORS
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Each of the executive Directors has entered into a service contract with the
Company for a term of three years commencing from 27 January 2017,
which may be terminated by, not less than three months’ notice in writing
served by cither party on the other and is subject to termination provisions
therein and provisions on retirement by rotation of our Directors as set forth
in the Articles of Association.

Each of the independent non-executive Directors has signed a letter of
appointment with the Company for an initial term of one year commencing
from 10 February 2016, subject to retirement by rotation and re-election at
annual general meeting and until terminated by not less than three months’
notice in writing served by either party on the other. The appointments
letters of independent non-executive Directors have been renewed on 10
February 2017.

No Director has a service contract which is not determinable by the
Company or any of its subsidiaries within 1 year without payment of
compensation, other than statutory compensation.

The Company has received annual confirmation of independence from each
of the independent non-executive Directors pursuant to Rule 3.13 of the
Listing Rules and all of them are considered to be independent.

In accordance with the Company’s articles of association, one-third of the
existing Directors shall retire from office, at the forthcoming annual general
meeting.

DIRECTORS’ INTERESTS IN CONTRACTS

There was no contract of significance to which the Company or its holding
company or any of its subsidiaries was a party and in which a Director of the
Company had a material interest subsisted at the end of the year or at any
time during the year.

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

The biographical details of the Directors and senior management of the
Group are disclosed in the section headed “Directors and Senior
Management” on pages 7 to 10 of this annual report.

CONTROLLING SHAREHOLDERS’ INTERESTS IN
CONTRACTS

There was no contract of significance to which the Company or its holding
company or any of its subsidiaries was a party and in which any controlling
shareholders (as defined in the Listing Rules) had a material interest subsisted
at the end of the year or at any time during the year.
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NON-COMPETITION UNDERTAKING BY
CONTROLLING SHAREHOLDERS

Each of the controlling shareholders has made an annual declaration in
respect of their compliance with the terms of non-competition undertaking.

Details of the non-competition undertaking are set out in the section headed
“Relationship with Controlling Shareholders” of the Prospectus.

The non-competition undertakings in respect of the controlling shareholders
have become effective from the Listing Date.

NON-COMPETITION UNDERTAKING BY EXECUTIVE
DIRECTORS

Each of the executive Directors of the Company has made an annual
declaration in respect of their compliance with the terms of non-competition
undertaking. The non-competition undertakings in respect of the executive
Directors have become effective from the Listing Date.

The independent non-executive Directors had reviewed and confirmed that
the executive Directors of the Company have complied with the non-
competition undertaking and the non-competition undertaking has been
enforced by the Company in accordance with its terms.

NEW BUSINESS OPPORTUNITY

There was no new business opportunity (as defined in the Prospectus headed
“Relationship with Controlling Sharcholders — Deed of Non-competition”)
referred by the controlling shareholders to the Company as provided under
the non-competition undertaking.

SHARE OPTION SCHEME

The Company’s existing Share Option Scheme was approved for adoption
pursuant to a written resolution of all of our Shareholders passed on 10
February 2015 for the purpose to provide our Company with a flexible
means of giving incentive to, rewarding, remunerating, compensating and or
providing benefits to eligible participants and for such other purposes as the
Board approve from time to time.

The principal terms of the Share Option Scheme are extracted as follows:

Purpose

The Share Option Scheme is a share incentive scheme and is established to
recognise and acknowledge the contributions the Eligible Participants (as
defined in paragraph “who may join” below) had or may have made to the
Group. The Share Option Scheme will provide the Eligible Participants an
opportunity to have a personal stake in our Company with the view to
achieving the following objectives:

(i)  motivate the Eligible Participants to optimise their performance
efficiency for the benefit of the Group; and

(i)  attract and retain or otherwise maintain on-going business
relationship with the Eligible Participants whose contributions are or
will be beneficial to the long-term growth of the Group.
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‘Who may join

Our Board may, at its discretion, offer to grant an option to subscribe for
such number of new shares as the Board may determine at an exercise price
determined in accordance with paragraph “Price of shares” below to the
following (the“Eligible Participants”):

(i)  any full-time or part-time employees, executives or officers of our
Company or any of its subsidiaries;

(i)  any directors (including executive, non-executive Directors and
independent non-executive Directors) of our Company or any of its
subsidiaries; and

(iii)  any advisers, consultants, suppliers, customers, agents and related
entities to our Company or any of its subsidiaries.

Upon acceptance of the option, the grantee shall pay HK$1.00 to our
Company by way of consideration for the grant. Any offer to grant an option
to subscribe for shares may be accepted in respect of less than the number of
shares for which it is offered provided that it is accepted in respect of a board
lot of dealing in shares on the Stock Exchange or an integral multiple thereof
and such number is clearly stated in the duplicate offer document
constituting the acceptance of the option. To the extent that the offer to
grant an option is not accepted by any prescribed acceptance date, it shall be
deemed to have been irrevocably declined.

Maximum number of Shares

The maximum number of shares in respect of which options may be granted
under the Share Option Scheme and under any other share option schemes
of our Company must not in aggregate exceed 10% of the total number of
Shares in issue immediately following completion of the Global Offering,
being 16,000,000 shares, excluding for this purpose shares which would have
been issuable pursuant to the Adjustment Option and options which have
lapsed in accordance with the terms of the Share Option Scheme (or any
other share option schemes of our Company). Subject to the issue of a
circular by our Company and the approval of our Shareholders in general
meeting and/or such other requirements prescribed under the Listing Rules
from time to time, our Board may:

(i) renew this limit at any time to 10% of the shares in issue as of the
date of the approval by our Shareholders in general meeting; and/or

(i)  grant options beyond the 10% limit to Eligible Participants
specifically identified by our Board. The circular issued by our
Company to our Shareholders shall contain a generic description of
the specified Eligible Participants who may be granted such options,
the number and terms of the options to be granted, the purpose of
granting options to the specified Eligible Participants with an
explanation as to how the options serve such purpose, the information
required under Rule 17.02(2)(d) and the disclaimer required under
Rule 17.02(4) of the Listing Rules.
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Notwithstanding the foregoing, the shares which may be issued upon
exercise of all outstanding options granted and yet to be exercised under the
Share Option Scheme and any other share option schemes of our Company
at any time shall not exceed 30% of the shares in issue from time to time.
No options shall be granted under any schemes of our Company (including
the Share Option Scheme) if this will result in the 30% limit being exceeded.
The maximum number of shares in respect of which options may be granted
shall be adjusted, in such manner as the auditors of our Company or an
approved independent financial adviser shall certify to be appropriate, fair
and reasonable in the event of any alteration in the capital structure of our
Company in accordance with paragraph “Other Information — Share
Option Scheme — Effect of alterations to capital”’in Appendix V to the
Prospectus whether by way of consolidation, capitalisation issue, rights issue,
sub-division or reduction of the share capital of our Company but in no
event shall exceed the limit prescribed in this paragraph.

Maximum number of options to any one individual

The total number of shares issued and which may fall to be issued upon
exercise of the options granted under the Share Option Scheme and any
other share option schemes of our Company (including both exercised and
outstanding options) to each Eligible Participant in any 12-month period up
to the date of grant shall not exceed 1% of the shares in issue as of the date
of grant. Any further grant of options in excess of this 1% limit shall be
subject to:

(i) the issue of a circular by our Company containing the identity of the
Eligible Participant, the numbers of and terms of the options to be
granted (and options previously granted to such participant) and the
information as required under Rules 17.03(4) and 17.06 of the Listing
Rules and/or such other requirements as prescribed under the Listing
Rules from time to time; and

(i)  the approval of our shareholders in general meeting and/or other
requirements prescribed under the Listing Rules from time to time
with such Eligible Participant and his close associates (or his associates
if such Eligible Participant is a connected person) abstaining from
voting. The numbers and terms (including the exercise price) of
options to be granted to such participant must be fixed before our
shareholders’ approval and the date of our Board meeting at which
our Board proposes to grant the options to such Eligible Participant
shall be taken as the date of grant for the purpose of calculating the
subscription price of the Shares. Our Board shall forward to such
Eligible Participant an offer document in such form as our Board may
from time to time determine.
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Price of Shares

The subscription price of a Share in respect of any particular option granted
under the Share Option Scheme shall be such price as our Board in its
absolute discretion shall determine, save that such price will not be less than

the highest of:

(i)  the official closing price of the shares as stated in the Stock Exchange’s
daily quotation sheets on the date of grant, which must be a day on
which the Stock Exchange is open for the business of dealing in
securities;

(i)  the average of the official closing prices of the shares as stated in the
Stock Exchange’s daily quotation sheets for the five business days
immediately preceding the date of grant; and

(iii)  the nominal value of a Share.

Restrictions on the times of grant of Options

A grant of options may not be made after a price sensitive event has occurred
or a price sensitive matter has been the subject of a decision until such price
sensitive information has been published pursuant to the requirements of the
Listing Rules. In particular, no options may be granted during the period
commencing one month immediately preceding the earlier of:

(i) the date of our Board meeting (as such date to first notified to the
Stock Exchange in accordance with the Listing Rules) for the approval
of our Company’s annual, half-year, quarterly or other interim period
results (whether or not required under the Listing Rules); and

(i)  the deadline for our Company to publish an announcement of its
annual or half-year, or quarterly or other interim period results
(whether or not required under the Listing Rules), and ending on the
date of actual publication of the results announcement.

Rights are personal to grantee

An option is personal to the grantee and may be exercised or treated as
exercised, as the case may be, in whole or in part. No grantee shall in any
way sell, transfer, charge, mortgage, encumber or create any interest (legal or
beneficial) in favour of any third party over or in relation to any option or
attempt so to do.

44 KTL International Holdings Group Limited

i 1L

AR 8 JBOHEE st s 452 e A ] A 2 W R RE O 0 Ay 2
O Ml S I P o M R AR AN AR AR
THIKIHE PR

@) BBz B CE 2 B BT T B T E R 5
B H ) N 5 i H A 25 0T i 1F i
1

(i)  FREEER VI TR 2 B R B 5 B
A I i 1 Ao E R

(i)  METEE -

% H B B R 2 Wy ] R o

T 5% A 15 (8 SRR AR AR B o 5 B B A R A R
% A NS AT R > BRIE COARDE iR AR
SE O M AR SR DR o JUHLA B DU H O (DU R
e R Rk DR iU SR E S PR N
] > A RIAS AT A S A

() HCHEARR T~ AFRE - F R Al
B A i AR BDAR 7 BT ) ) S o ek H A
(% HHZEAR B _E s A e g i s i) 5 %

(i) A F PIEEHARRE » AR - Al )
SERL R b T BB BT ) 1) e AR IR o

UV RN NGRS

S B HEE S PR AR A BT A > AT A R A 40 R AT
SBARAEAT (I (B DL ) o AR AR W IR AS
ol [ AR AT 07 2t B R~ fTRC KA ol A
RE > B0 AT AT 0 RO HE B R I B LA A =
P32 gn N SLATATRESE (5 U ) o



Time of exercise of Option and duration of the Share Option Scheme

An option may be exercised in accordance with the terms of the Share
Option Scheme at any time after the date upon which the Option is deemed
to be granted and accepted and prior to the expiry of 10 years from that
date. The period during which an option may be exercised will be
determined by our Board in its absolute discretion, save that no option may
be exercised more than 10 years after it has been granted. No option may be
granted more than 10 years after the date of approval of the Share Option
Scheme. Subject to earlier termination by our Company in general meeting
or by our Board, the Share Option Scheme shall be valid and effective for a
period of 10 years from the date of its adoption. There is no minimum
period for which an option must be held before it can be exercised.

Performance target

A grantee may be required to achieve any performance targets as our Board
may then specify in the grant before any options granted under the Share
Option Scheme can be exercised.

From the date of adoption of the Share Option Scheme to 31 March 2017,
no options were granted under the Share Option Scheme.

Apart from the aforesaid share option schemes, at no time during the year
ended 31 March 2017 was any of the Company and its holding companies,
subsidiaries and fellow subsidiaries a party to any arrangement to enable the
Directors to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate, and none of the
Directors, or their spouses or children under the age 18, had any right to
subscribe for the shares in, or debentures of, the Company, or had exercise
any such right.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES AND INTEREST IN
ASSOCIATED CORPORATION

As at 31 March 2017, none of the Directors and chief executives of the
Company had any other interests and short positions in any shares,
underlying shares or debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) which were
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions of the SFO), or
which were required, pursuant to Section 352 of the SFO, to be entered in
the register referred to therein, or which were required, pursuant to the

Model Code of the Listing Rules.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND/ OR SHORT POSITION IN
SHARES AND UNDERLYING SHARES OF THE
COMPANY

As at 31 March 2017, so far as was known to the Directors, the following
persons/entities (other than the Directors or chief executive of the Company)
had, or were deemed to have, interests or short positions in the shares or
underlying shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or which were recorded in the register required to be kept by the Company
under Section 336 of the SFO were as follows:

BB R St N R AR 2 i i A B A B I
o Z WS K BRIk

R20174E3 31 H - s FA > LT A+ R (#
HI AR T EBEATEN B BRAM) A AR A% 43 s A B
By H > B B B A R 95 R S N B G 5
XV BBEE 2 S5 3 4 F A6 SCAE 1) AN ] 49 25 1) BE 4 S IR
B BB AR F KON BG4 336 AR 28 Fl 28
A7 B0 2 A B RE £ SR R

Approximately

percentage of

shareholding in

Name of Shareholder Capacity/nature of interest Number of shares our Company

A A 2 W] e HE Y

A LS R i Eli ety % H BEAE 2 b

HNA Aviation Investment Holding Beneficial owner 129,372,494 80.86%
Company Ltd. Haa A (long position)
129,372,494 Ji
(TH)

HNA Aviation (Hong Kong) Holdings Interest of a controlled corporation 129,372,494 80.86%
Co., Limited P R A (long position)
VI 22 () 2 JBEAT PR 2% ) 129,372,494 i
(&)

HNA Aviation Co., Ltd. Interest of a controlled corporation 129,372,494 80.86%
PO 22 A A PR ) Sk B HE £ (long position)
129,372,494 i
(hFa)

HNA Group Co., Ltd. Interest of a controlled corporation 129,372,494 80.86%
T LA B A BRA 7 A 1 M A (long position)
129,372,494 /i
(TR

Hainan Traffic Administration Holding Interest of a controlled corporation 129,372,494 80.86%
Co. Ltd. (“Hainan Traffic”) S R 4 (long position)
g P S PE BT PR ) (g v 5 ) 129,372,494 i
()

Tang Dynasty Development (Yangpu) Interest of a controlled corporation 129,372,494 80.86%
Company Limited (“TD Development”) S22 T U TR i (long position)
T R (PR AT R ] (TR R 1) 129,372,494 i
(TR

Hainan Province Cihang Foundation Interest of a controlled corporation 129,372,494 80.86%
(“Cihang”) AL R £ (long position)
VP B R i S (AL )) 129,372,494 1K
(&)
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Note: HNA Aviation Investment Holding Company Ltd. is a wholly owned
subsidiary of HNA Aviation (Hong Kong) Holdings Co., Limited which
is a wholly owned subsidiary of HNA Aviation Co., Ltd.. HNA Group
Co., Ltd. owns 86.54% of HNA Aviation Co., Ltd.. HNA Group Co.,
Ltd. is owned as to 70% by Hainan Traffic. Hainan Traffic is owned as to
50% by TD Development. TD Development is owned as to 65% by
Cihang Foundation.

Save as disclosed above, as at 31 March 2017, the Directors were not
aware of any other persons/entities (other than the Directors and chief
executive of the Company) who had interests and short positions in the
shares or underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO or which were recorded in the register required to be
kept by the Company under Section 336 of the SFO.

COMPETITION AND CONFLICT OF INTERESTS

During the year, none of the Directors or substantial sharcholders of the
Company or any of their respective associates has engaged in any business
that competes or may compete with the business of the Group or has any
other conflict of interests with the Group.

PERMITTED INDEMNITY PROVISION

Pursuant to the Articles of Association of the Company, every Director is
entitled to be indemnified out of the assets of the Company against all costs,
expenses, losses or liabilities, which he may sustain or incur in or about the
execution and discharge of the duties of his office, to the extent as permitted
by laws.

The Company has maintained directors’ liability insurance which has been
in force throughout the financial year and up to date of this report to provide
appropriate insurance cover for Directors” of the Company.

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

During the year ended 31 March 2017, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any of the Company’s listed
securities.

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption available to the
shareholders by reason of their holding the Company’s securities.

PRE-EMPTIVE RIGHTS

There is no provision for the pre-emptive rights under the Company’s
articles of association, or the laws of the Cayman Islands, which would oblige
the Company to offer new shares on a pro-rata basis to existing shareholders.

RESTORATION OF PUBLIC FLOAT OF THE COMPANY

As disclosed in the announcement dated 17 February 2017 jointly issued by
the Company and HNA Aviation Investment Holding Company Ltd., the
number of Shares held by the public fell below the minimum public float
requirement of 25% as set out under Rule 8.08(1)(a) of the Listing Rules.
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EHEHN

Immediately after completion of the Placing and as at 16 May 2017,
43,227,506 Shares, representing approximately 25.04% of the entire issued
Shares of the Company, will be held by the public (within the meaning of
the Listing Rules). As such, the minimum public float requirement of 25%
as set out under Rule 8.08(1)(a) of the Listing Rules has been fulfilled.

CORPORATE GOVERNANCE REPORT

Details of the Group’s corporate governance practices can be found in the
Corporate Governance Report contained on pages 22 to 37 in this annual report.

CLOSURE OF THE REGISTER OF MEMBERS

To determine the eligibility of the shareholders of the Company to attend
the annual general meeting to be held on 10 August 2017, the register of
members will be closed from 7 August 2017 to 10 August 2017, both days
inclusive, during which period no transfer of shares will be effected. In order
to be entitled to attend and vote at the annual general meeting, all transfer
forms accompanied by the relevant share certificates must be lodged with the
Company’s Hong Kong branch share registrars, Tricor Investor Services
Limited, Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong,
for registration not later than 4:30 pm on 4 August 2017.

ANNUAL GENERAL MEETING

The annual general meeting will be held on 10 August 2017. Shareholders
should refer to details regarding the annual general meeting in the circular of the
Company and the notice of meeting and form of proxy accompanying thereto.

AUDITORS

Following the retirement of Ernst & Young as auditor of the Company with
effect from the conclusion of the annual general meeting of the Company
held on 15 August 2016 (the “2016 AGM”), Crowe Horwath (HK) CPA
Limited (“Crowe Horwath”) was appointed as the auditor of the Company
at the 2016 AGM and to hold office from the conclusion of the 2016 AGM
until the conclusion of the forthcoming AGM of the Company.

The Board confirmed that there was no disagreement between Ernst &
Young and the Company.

Save as disclosed above, there were no other changes in auditor of the
Company during the past three years.

The financial statements for the year ended 31 March 2017 of the Company
have been audited by Crowe Horwath, who will retire at the forthcoming

annual general meeting on 10 August 2017.

By order of the Board

Nang Qi
Chairman

Hong Kong, 6 June 2017
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ABOUT THE REPORT

This is the first Environmental, Social and Governance (“ESG”) Report of
KTL International Holdings Group Limited (“KTL” or the “Group”). It is
prepared in compliance with the ESG Reporting Guide set out in Appendix
27 to the Rules Governing the Listing of Securities (the “Listing Rules”) on
the Main Board of The Stock Exchange of Hong Kong Limited.

The purpose of the report is to enhance stakeholders’ understanding of
KTL’s sustainability approach and performance, as well as introducing our
ongoing sustainable development strategies towards fulfilment of its
obligations to the society and the environment in which we operate. The
Board of Directors of KTL (“the Board”) acknowledges its responsibility to
ensure the integrity of the ESG Report and confirms that it has reviewed and
approved the report.

REPORTING PERIOD AND SCOPE

The report presents information relevant to approach toward ESG
management, of KTL International Holdings Group Limited and its
subsidiaries. The reporting period covers KTL’s fiscal year from 1 April 2016
to 31 March 2017.

FEEDBACK

Your feedback regarding the content provided in this report is valuable and
shall help us improve our future reporting. Please direct your feedback and
comments to:

KTL International Holdings Group Limited
Address:

Unit 1207, 12/F, Fu Hang Industrial Building,

No. 1 Hok Yuen Street East, Hunghom, Hong Kong
Tel: +852 3925 5900

Fax: +852 2363 8787

Email: enquiry@ktl.com.hk

ESG REPORT
R~ da KRGS

R 7 A e

6 J5 KTL International Holdings Group Limited ([ KTL
s AR ] 2 BT~ AL RAER ([BR - A g
B0 D) ik o HTy R IR W B 58 5 BT A B A )
TR I AT (T ATRR 0 1) W Bk 27 B b By BR B ~
Mg AR TS R R

A B TR B 8 B KTL A R A 8 e 3w ] 3%
B2 PR [ I A AR AN LR AT A S BRI EAT
PG AR RN o KILE H G ([EF g ) W]
AR PRERBE ~ b & S R SRR TAT: > S
RRC A B St AR

e 5 0 K
A 45 B 5 A B KTL International Holdings Group
Limited A2 FCFff & /A R - A8 SR I Bk o
5 W 2201644 A1 H 22017331 H 2
KTL M B o

I fi#
BN A RA RS MR 2 B HA Rk
R AR 2 R o miT R S A R

KTL International Holdings Group Limited
Hhk

A o AL 985 AT 1 5%

TR E 1211207 %

AL 1 +852 3925 5900

I+ +852 2363 8787

I : enquiry@kel.com.hk

2017 Annual Report 4% Ji 5 49



ESG REPORT
B~ da R R

LETTER FROM MANAGEMENT

Dear Stakeholders,

The growing importance and consciousness about sustainability has
motivated businesses to manage ESG issues effectively. Closely aligning with
KTL’s core values of “Innovative, Teamwork, Care & Respect, Integrity,
Customer-oriented, and Pursuit of Excellence”, we have embraced the idea
of sustainability and strive to incorporate it into our business operations.
When responding to issues such as protection and preservation of the
environment, occupational health and safety, supply chain management,
etc., we remain committed to fulfilling our social responsibility and meeting
our stakeholders” expectations.

KTL acknowledges the environmental impact of its businesses and therefore
constantly implements various mitigation measures, including appointing
accredited service providers to monitor and manage noise, effluent and solid
waste generated during the production processes. Environment-friendly
practices are extended to offices as well. In the year under review, 2016-17,
the Group has complied with all applicable environmental laws and
regulations.

We believe that employees are the cornerstone of our businesses and its
success. The importance of their health and safety is second to none. There
were no major work-related incidents recorded during the year. However, we
are not complacent about this. Because of the unique nature of our business,
i.e. jewellery manufacturing, we have formulated our own health and safety
policy, taking all necessary measures to monitor and manage safety at work
place and risks of our employees’ health and related issues.

KTL supports the development of the jewellery industry at large. We create
training and career opportunities for young jewellery designers through
collaboration with Panyu Vocational Training Centre. We are also
committed in giving back to the community. During the year, we engaged
in volunteering programmes and charity donations in collaboration with
NGOs, contributing to wellbeing of the elderly and measures for health-
related welfare of grass-roots citizens. In recognition of our dedication to
serve the community, the Group received the Caring Company and Happy
Company Award from the Hong Kong Council of Social Service and the
Promoting Happiness Index Foundation. We were also awarded the Hong
Kong Corporate Citizenship for our outstanding corporate citizenship in the
SME category.

KTL believes that the journey towards sustainable growth would build a
positive legacy for the next generation. Continuous devotion is the key to
achieving this goal. The Group will persist on improving performance in
environmental and social aspects by allocating more resources for
sustainability related initiatives. As a leading fine jewellery provider, we are
committed to not only delivering high quality products and services but also
leading by example in creating value for stakeholders and contributing to the
community. I would like to thank all our employees, customers, investors,
shareholders, government agencies and the wider community for supporting
the Group and we look forward to closer communication and cooperation
on sustainability in the future.

Nang Qi

Chairman and Executive Director

Hong Kong, 6 June 2017
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APPROACH TO ESG

KTL considers sustainable development as one of the important elements of
the Group’s business development strategy. Being one of the top fine
jewellery providers in Hong Kong, we are committed to leading by example
in contributing to addressing the upsurge in social and environmental
challenges as a responsible corporate citizen.

While the ultimate responsibility for our sustainability performance rests
with our Board of Directors, different business units of KTL in Hong Kong
and China contribute together to managing sustainability, which is
coordinated by the Group’s Human Resources and Administration
Department. The Group approaches sustainability with systematically
formulated policies and practices, while adhering to its core values,
“Innovative, Teamwork, Care & Respect, Integrity, Customer-oriented, and
Pursuit of Excellence”.

Initiatives Corresponding to Our Core Values

Innovative KTL continuously develops innovative jewellery
designs and provides training opportunities for
young talents.

Teamwork Led by the Groups’ Human Resources and

Administration Department, different business units
cooperate to implement the policies and measures
related to sustainability.
Care & Respect The Group respects its employees and cares about
their welfare; we are committed to providing a
delightful and safe workplace for our employees.

The Group also concerns about the environmental

impact of its business operations, striving to

minimise the impacts caused to the neighbourhood.
Integrity The Group’s Code of Conduct defines ethical
practices for the employees to follow and prohibits
unethical behaviours within the Group.
Customer-oriented KTL is committed to providing high quality
products and services to meet the customers’
expectations.

Pursuit of Excellence  We ensure our product quality through stringent
quality assurance procedures and supply chain
management.
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Stakeholder Engagement

The Group’s success relies on the continuing support from its key
stakeholders, such as employees, customers and shareholders and it actively
engages with them. The Group strives to maintain effective communication
with shareholders, by helping them to understand the Group’s business
performance and strategies through the Group’s website, mailbox and
hotline. The KTL (Guangzhou) Labour Union is the primary channel for us
to engage with our employees. The Labour Union has set up different
committees to manage different issues of concern to the employees. The
Group regularly communicates with the Labour Union to ensure the needs
of the employees are being considered in the development of the Group. For
our customers, the Group strives to provide immediate response and handle
feedback from customers timely. The Group takes opinions from all
stakeholders seriously and is committed to engage them in its long-term
business development strategy.

OUR PEOPLE
Employment and Labour Practices

A motivated workforce is the most valuable asset for sustained success of our
business. We are dedicated to providing a happy and safe workplace with
equal opportunities for our employees. The Group has complied to relevant
employment laws and regulations in Hong Kong and the People’s Republic
of China (“PRC”) regarding recruitment, dismissal, working hours and
promotion. Processes of hiring and promotion are based on meritocracy.
Policies have been devised to ensure no employees are discriminated on age,
gender, religion, family status or disability. Stringent measures are also taken
to prevent the use of child and forced labour. We promote diversity in
workplaces. Sticking to the Law of the PRC on the Protection of Persons
with Disabilities, the Group now employs 14 individuals with disabilities,
assisting them in integrating into our workplace.

An Equality Working Group is established in our China division to protect
employees’ right to work in a decent environment. It monitors the
implementation of anti-discrimination policies and handles the related
complaints. Employees are encouraged to communicate and complain about
any incidents of unfair treatment through this grievance mechanism in
which their privacy is protected.

In 2016, we were not aware of any non-compliance with laws and
regulations having a significant impact on the Group relating to employment
and labour practices. Nor did we identify any incidents relating to the
employment of child or forced labour.

Labour Rights and Welfare

Rights of our employees are well protected, in accordance and compliance
with the Hong Kong Employment Ordinance and the Labour Law of the
PRC. In addition to the basic welfare according to local laws, they enjoy
comprehensive remuneration and benefits package comprising performance
bonus, annual leave, sick leave, maternity and paternity leave, marriage leave
and compassionate leave entitlements, healthcare benefits and labour
insurance, gifts on festive occasions and employee’s birthday, etc. Employees
in Mainland China are entitled to annual health care inspection, social
insurance and housing allowance. Long service awards and bonuses are
awarded for recognizing contributions of employees.

52 KTL International Holdings Group Limited

SEE S

AR B AR B B R (AR B~ P B
FRARIY SCRF > A4 B AR BELESF 14 25 8 2 o AR 4 11 3K
3L By BB A 4 [ A v - WA S SRR T IR AR I
1 S5 e B MRS - BB A 45 A 2808 o KTL (i
) 55 T T8 fy M B R B E2IRE - THO
WL (A 22 B U PR A B AR S e AR
V) B i > DR AR P R SR B A A AR SR
WBE R HIHT B S - BRI E T > AL
T T ] 6 JHL 2 5 ) S £ o A AR T R L I A
TR0y I 8 L > K o o A 2 B 2] 42 B 19 4= 309 3
BB RS

BT

1 00 B 5% T4

AR 114 B T B4R A A 4 S 5 o ) B BB
E o BAMBO B R B B A PR % A i TAR R
B P2 B € o A S I O ~r 7 s B rh N R AR AN
B ep B D) BRE I~ AR~ IR T B T A B ) 4R S
LR BAES o T RS T AT AME A o vt o 3R
A1 8 R IR e R SN 5 PR AR % ~ MR~ SR R
SR B FE B AR UL Z AR - 7] IFF IR C SR BUR S 15t - By
LR 2 TR 55 T o FRAM SO 2 o) TARERSE -
A A [ B AR R < oh 2 N R LA B R PR - B
EM 14 4B AL B A TARS P -

FRA IS v 8 73 5 B e ar — A AF DAL - DUAR B
1B B A R AP TAE BRI RO RER] o %/ A0 B 728 SO IBCHE
SR A B 1 0L 0 e LA B3 o AP i 4 S ek
AT AT AN 23 Y R 368 o 1 200 308 %l 2 L 1) PR 9 A AT
W SR o

20164 » T 132 A% 128 (0 A 005 o I R
SR AR 0 0 O 1 55 T T T TR
1 30 5 54 (7 08 1) 5 L 3 25
-

53 THE 25 2% 45

AR T ST 7 A A 8 10k 191 D o I 55 Bk - fE B RO
4 52 B 7 E AR o BRIEAARFISL - PR ik o R
BN 5 32 AT R ST AR R - ELAR RERAEAL ~ AR
Tt~ R R AR R - AR AR A K 55
TARB - B B R BARYAESE o PEOCRE R B = A
TR e R AR AR ~ AL AR B AT B MR o R VIARBS 38 B AL
AL B T R BERE AT 0 R B -



The Group maintains effective communication with employees through
various channels. In addition to various leisure activities, such as dinner
banquets and singing contests, which are organized regularly to enhance
their sense of belonging, we engage with the KTL (Guangzhou) Labour
Union’s mediation committee and women workers’ committee regularly to
take up the function of safeguarding the lawful rights and interests of the
workers in accordance with applicable laws, to mediate labour disputes,
safeguard the lawful rights and interests of female workers in accordance
with applicable laws and to participate in the formulation and perfection of
laws and regulations in relation to the protection of female workers’ rights,
etc.

During the year, the Group was not involved in any labour disputes with
employees. In 2016, we received the accolade of “Guangzhou Harmonious
Labour Relation Enterprise” from Guangzhou Labour and Social Security
Bureau, Guangzhou Federation of Labour Unions and Guangzhou
Enterprise Federation and Guangzhou Association of Entrepreneurs.

Health and Safety

Health and safety issues are always our first priority. The Group has
formulated a comprehensive health and safety policy in accordance with the
Law of the PRC on the Prevention and Control of Occupational Diseases,
the Law of the PRC on Work Safety and other applicable laws and
regulations. We aim to ensure a safe occupational environment and manage
health and safety risk at our production facilities. The heads of the human
resources and administration department take responsibility of coordinating
with the person-in-charge of each production unit for implementing and
monitoring the safety practices.

Working according to the nature of fine jewellery production, we emphasize
on minimizing dust and preventing leakage of hazardous chemicals, to
protect our employees from potential harms during the casting, polishing
and gold-filling processes. The policy includes a system for reporting on
potential risk of occupational diseases, a monthly inspection system for
checking production facilities and an emergency plan in case of accidents.
The health and safety rules regarding the handling of hazardous chemicals
are strictly implemented according to the Regulations on the Safety
Administration of Dangerous Chemicals issued by the State Council of the
PRC. All machineries are inspected and maintained regularly to ensure they
meet safety standards. Since the manufacturing procedure is highly technical,
employees are required to complete professional safety training and obtain
certificate of safety operation on specific machineries. Personal protective
equipment such as safety gloves, masks and safety goggles are required at
work and are distributed on a regular basis.

Basic safety training is provided to all new employees to raise awareness of
occupational health and safety before reporting to duty. Due to the special
procedures involved in jewellery production, training courses mainly focus
on handling hazardous chemicals and fire protection. Additional training
sessions are provided to electricians and fire prevention manager.
Environmental assessments on noise, dust and water are carried out at the
plant annually to monitor the level of pollution. Employees at the
production plants are entitled to annual health check-up for the relevant
occupational diseases. Guides are provided for helping employees undertake
stretching exercises to help employees maintain a healthy lifestyle in the
workplace. During the year, there were no major health and safety accidents
recorded.
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Development and Training

KTL cares about employees’ growth and development. The Group strongly
encourages employees to enhance their skills and capabilities for long-term
career development. We provide a series of internal and external training
programmes, including quality assessment, stone jewellery classification,
electrician training, etc. Other non-job related trainings range from first-aid
to computer skills, etc. Department heads recommend training courses to
employees according to the results of their performance appraisal. 231
person-times of employees participated in either internal or external training
courses during the year. KTL supports the nurturing of young talents in
career development in jewellery making. We collaborate with Panyu
Vocational Training Center through assigning teachers to conduct courses
on fine jewellery design.

Community

KTL spares no effort to contribute to the community. In 2016, the Group
was recognised as a Caring Company by the Hong Kong Council of Social
Service and Happy Company by the Promoting Happiness Index
Foundation. We were also recognised by the Hong Kong Corporate
Citizenship for our outstanding corporate citizenship in the SME category.

Award Awarded by
Caring Company The Hong Kong Council of Social Service
Happy Company The Promoting Happiness Index Foundation

The 7th Hong Kong Outstanding Corporate Citizenship — SME Category
Hong Kong Corporate Citizenship

Volunteering at Methodist Centre

KTL has been working with the Methodist Centre in Wan Chai, primarily
serving the elderly. The Group encourages its employees to volunteer for
visiting the elderly and organising activities regularly. During Mid-Autumn
Festival 2016, we formed a volunteer team for visiting the elderlies living
alone, aiming to show care and share love.

Donation to Lions Kidney Educational Centre and Research Foundation

KTL recognises the importance of disease prevention and understands how
high medical cost is a burden for the grass-roots citizens. The Group is
devoted to improving the situation and loosen the burden of the patients
facing financial difficulties. In August 2016, KTL donated HK$250,000 to
the Lions Kidney Educational Centre and Research Foundation at their
Anniversary Charity Ball, to contribute to educating the public for
preventing kidney diseases through health promotion and providing low cost

high quality haemodialysis services for kidney patients with financial
difficulties.
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OPERATING PRACTICES
Product Quality

The Group is committed to maintaining the finest quality for its jewelle

g quality jewellery
products and therefore manages the production process in a precise manner,
adhering to the principles of “adjusting strategies, modifying techniques,
consolidating and improving quality”. Our production plant is
ISO9000:2008 certified for quality management system, ensuring our
products meet customers’ expectations.

We were not aware of any incidents of non-compliance with laws and
regulations that have a significant impact on the Group concerning health
and safety, advertising, labelling and privacy matters relating to products and
services provided and method of redress during the reporting period.

All raw materials such as precious metals, diamonds and gems are classified
and graded according to ISO 9202:1991 which specifies a range of fineness
of metal alloys; and also according to the Chinese national standards (GB)
issued by the Standardization Administration of China. While these
materials are tested before being used in production, employees must obtain
related certifications before reporting for duty due to the stringent technical
proficiency requirements.

We follow a set of comprehensive quality assurance procedures for all raw
materials, semi-finished and finished products. Only qualified products can
be sold to customers. Any unqualified products are separated and returned
to the respective production unit for correction before being tested again. All
records of quality assurance are kept and approved by the departments
responsible.

As a leading fine jewellery provider, we are proud of our designs and are
committed to protecting intellectual property rights. The Group added two
more patents in 2016, now holding a total of 7 design patents. These patents
are protected under the Registered Design Ordinance and Trade Marks
Ordinance of Hong Kong as well as the Patent Law of the PRC. One new
trademark is also registered in Hong Kong in 2016, which are under the
protection of the Trade Marks Ordinance. Any person who infringe
intellectual property rights will be reported and may face legal prosecution.

As for communication with our customers, we strive to provide high quality
products and services to meet their expectations. Our product complaints
procedure specifies division of responsibilities for each department in
handling customer complaints. Feedback from customers reaches the
production departments which then make necessary corrections before
returning to customers through the marketing department. We take the
opinion of customers seriously and will continue to improve our products
and services as best as we can.
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Supply Chain Management

Striving to be a responsible fine jewellery provider, KTL is committed to
making sure only the best quality raw materials are used in the
manufacturing process. The Group understands the importance of
monitoring the suppliers to maintain the integrity of our products and
services. Our supplier selection processes are executed according to the
Group’s Supplier Selection Standards and the industry best practices.

Before the selection of suppliers, the Group conducts market research
regularly, in order to ensure the stability of manufacturing cost and fair
pricing of our products. The Group selects suppliers according to the
Supplier Selection Standards, defining the 3 main selection principles,
delivery performance, quality consistency and competitiveness. All selected
suppliers have to complete a Supplier Due Diligence Checklist to prove
operational compliance and financial stability, ensure quality of raw materials
and service. The performance of the selected suppliers is examined twice a
year according to the Vendor Semi-annual Appraisal Form, and we remove
any supplier(s) from our list if the performance does not meet the Group’s
expectations.

Business Ethics

KTL is committed to cooperating with its business partners with honesty,
integrity and sincerity, adhering to our core values. Complying with all
relevant laws and regulations, our code of conduct defines clearly
unacceptable behaviours including bribery, corruption, conflict of interest,
leakage of confidential information and other unethical practices which the
Group strictly prohibits. Our Conflicts of Interest Declaration Policy
requires employees to make annual declaration of any conflict of interests.
The Group also has a whistleblowing policy for employees to report on any
suspected fraud or corruption and confidentiality of such reports is
guaranteed. The human resources department diverts the reports to the
internal audit committee which investigates and make recommendations to
the senior management for appropriate actions. During the year, we did not
receive any reports of breach of laws and regulations that had a significant
impact on the Group relating to bribery, extortion, fraud and money
laundering.

ENVIRONMENT

KTL understands that behavioural change is essential to promote
environmental protection, therefore, the Group has been promoting green
practices within the office. We encourage our employees to take the
initiatives to maintain a sustainable environment by actions such as
maintaining the room temperature at a desirable temperature, utilizing paper
resources and separation of waste at source. The Group has also installed
recycling bins for paper, plastics and glasses in the office to promote
recycling habits of the employees.
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Environmental Compliance

KTL endeavours to minimize the environmental impact of its production
and daily operations. In 2016, the Group complied with laws and regulations
relevant to environment, including but not limited to the Law of
Environmental Protection of the PRC, the Law of the PRC on the
Prevention and Control of Environmental Pollution by Solid Waste and the
Law of the PRC on the Prevention and Control of Water Pollution. During
the year, there were no reports of any non-compliance of applicable
environmental laws and regulations.

Emission Management

Wastewater, exhaust fumes, noise and solid waste are the major emissions
generated from our production plant. The Group has implemented measures
to tackle these four kinds of emissions, ensuring all pollutants are treated to
meet the emission standards before being discharged.

For noise pollution, shock absorbers and sound insulation systems have been
installed to minimize the level of noise produced. The local noise monitoring
unit conducts audits also on ad hoc basis to ensure the noise remains within
the production plant and is within limits. The exhaust fumes produced
mainly come from the polishing process of jewellery and canteen in
production plant; the fumes pass through a baghouse where particulates such
as metal particles are removed before discharge. The emission of air
pollutants complies with the level 2 standard of Integrated Emission
Standard of Air Pollutants of the PRC.

During the production process, a small amount of effluent containing metal
particles and colourants is produced. The Group has commissioned a
specialised service provider to collect the effluent for recycling, making sure
no hazardous effluents are discharged into the neighbourhood. We have
established facilities to remove more than 80% of pollutants such as oil,
scrap and organic compounds from the domestic effluents, meeting the
emission standards for discharge in public utilities.

For solid waste, KTL has obtained government permit to dispose solid waste
and has appointed a licensed solid waste collector to gather waste generated
during production for treatment. Before the collection of solid waste, we
store the waste produced during manufacturing in accordance with the
instructions given by the collector to prevent leakage and nuisance. For each
collection, KTL keeps record of the trip tickets, which complies with the
requirements of the environmental department. The Group also reviews and
renews the contract yearly to ensure the license is valid and service quality is
consistent throughout the servicing period.
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HKEX ESG CONTENT INDEX

KPIs
2 O A R A

A. Environmental

BH

Aspect A1
e T A1

General disclosure

— A R

KPI A1.5
BH A RLAE A ALLS
KPI A1.6
S SR ALL6

Aspect A2
JE i A2

General disclosure

— e

KPI A2.3
BRI A2.3
Aspect A3

JE 1fi A3

General disclosure

— A R

HKEX ESG Reporting Guide Requirements

B - A g RAE RS R R

Emissions

29,87

Information on:
B SR O B R~ K e b PR o E IR E R YY)
A SE Y

1. the policies; and
B s &
2. compliance with relevant laws and regulations that have a significant

impact on the issuer

ST BT AN ER S B R BR A A SR

9 ERE
Relating to air and greenhouse gas emissions, discharge into water and land,
and generation of hazardous and non-hazardous waste.

Description of measures to mitigate emissions and results achieved.

i 2t AT P A Bt e T AR IR o

Description of how hazardous and non-hazardous wastes are handled,
reduction initiatives and results achieved.

il B PR B SRR S AN O 1 AR A R A B A R
Use of resources

B

Policies on efficient use of resources including energy, water and raw
materials.

AR B (RLIEREVR - K R ER L) Y BOK -

Description of energy use efficiency initiatives and results achieved.

it AT T 280 w0 B T AR R o

The environment and natural resources

BB R R ARG

Policies on minimizing the issuer’s significant impact on the environment
and natural resources.

SRR AT NS BR I I R IR U P R B R
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KPIs
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B. Social
N

Aspect B1
J& ifi B1

General disclosure

— A R

Aspect B2
JE i B2

General disclosure

— A R

KPI B2.3
B BUIR 1R B2.3

Aspect B3
J¥ 11 B3

General disclosure

— e iR

Aspect B4
& i B4

General disclosure

— A R

HKEX ESG Reporting Guide Requirements
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Working conditions

AR

Information on:
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1. the policies; and
BUR 5 &
2. compliance with relevant laws and regulations that have a significant

impact on the issuer

ST AT AT E R R B R R A R 4

() DR} o
Relating to compensation and dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity, anti-discrimination, and
other benefits and welfare measures.

Health and safety
i B 4 4

Information on:

A I B 14 2 A AR L AR e i BB e S MEfE T HY

1. the policies; and
BOR 3 &
2. compliance with relevant laws and regulations that have a significant

impact on the issuer

ST B AT AT E R R B R B A B R4

ibh<e S
Relating to providing a safe working environment and protecting employees
from occupational hazards.

Description of occupational health and safety measures adopted and how
they are implemented and monitored.
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Development and training

Ly EE ]

Policies on improving employees’ knowledge and skills for discharging duties
at work. Description of training activities.

A BT THE B RAT AR A R o B B BB A BOR o i B s B) -
Labour standards

2 THe )

Information on:

A BB LB T s 25 Y

1. the policies; and
R 5 K
2. compliance with relevant laws and regulations that have a significant

impact on the issuer
TS S EEAT N TS R A R 2 1 SR 09
ibh<e S

Relating to prevention of child or forced labour.
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Section/Remarks

i, Rk

Employment and Labour
Practice

A i B % T

Labour Rights and Welfare
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Health and Safety
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Health and Safety
i R B 22 4

Development and Training

B K I

Employment and Labour
Practice

AR AR B 25 1
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KPIs

P S s R A

Aspect B5

Jé& i B5

General disclosure
— M

KPI B5.2

) B SR AR BS .2

Aspect B6
Ji& it B6

General disclosure

— A R

KPI B6.3
P S A5 AL HE A BG.3

KPI B6.5
B S A AHE R BG.5S

Aspect B7
J it B7

General disclosure

— AR

KPI B7.2
B S A AR A B7 .2

Aspect B8
Jé& i B8

General disclosure

— AR

HKEX ESG Reporting Guide Requirements
B g kBB R R E

Supply chain management

3% 4 B

Policies on managing environmental and social risks of the supply chain.

B LA R Y R A L B B -

Description of practices relating to engaging suppliers, number of suppliers
where the practices are being implemented, how they are implemented and
monitored.

AT B WS AR B AR B > 1 AT A B R e R B~
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Product responsibility
7 BT
Information on:
A7 T P B AR RS B M R B 2 R - B AR AL R R DA
RO R
(a)  the policies; and
B s K
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer relating to health and safety, advertising, labelling
and privacy matters relating to products and services provided and
methods of redress.
TS S BT N A TR R 0 R R 2 SR 09
9 ERE
Description of practices relating to observing and protecting intellectual
property rights.
At 0 BELAFE R % % s R il 2 AR AT Bl A L 81 o
Description of consumer data protection and privacy policies, how they are
implemented and monitored.
it T 2 R R R FABR IR - LA BT R B i o
Anti-Corruption

R

Information on:

A BB LRSS ~ B3R~ R St AR R Y

(a) the policies; and
B 5 R

(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer relating to bribery, extortion, fraud and money

laundering.
RIS EEAT ANAT R R0 A B T R SR
W E R o

Description of preventive measures and whistle-blowing procedures, how
they are implemented and monitored.

2L 9 SRS Bt B B AR Y o DA AR BRI AT B S i

Community investment

kI 4% B

Policies on community engagement to understand the needs of the
communities where the issuer operates and to ensure its activities take into
consideration the communities’ interests.
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N\ Crowe Horwath.

To the Members of KTL International Holdings Group Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of KTL International
Holdings Group Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 66 to 135, which comprise the consolidated
statement of financial position as at 31 March 2017, and the consolidated
statement of profit or loss and other comprehensive income, the consolidated
statement of changes in equity and the 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 31 March
2017, 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.
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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.

Key Audit Matter
B o 2

Valuation of inventories

A E

We identified the valuation of inventories as a key audit matter due to the
significance of the balance to the consolidated financial statements as a
whole, combined with the judgements associated with determining the
amount of allowance for inventories.

B AT B A (A R P 25y BR S e A% R I > TR A B 5 B S 4 RS
R F AR S T > L IR A 18 AT A < AR I T AR AR B
ErfEE R o

In estimating the amount of allowance for inventories, it is the Group’s
policy to review the net realisable value of inventories periodically with
reference to the condition of the items and the market condition.
AR B R o B BOR By WA B 2 ] S B
EfE > 2FEA R LA -

As disclosed in note 18 to the consolidated financial statements, the carrying
amount of inventories is HK$109,590,000, net of write-down and reversal
of write-down of inventories to net realisable value of approximately
HK$5,906,000 and HK$7,392,000, respectively.

AN A5 W B R 18 T B > A7 B RIAT(E /% 109,590,000 #
TG > TR B f3 17 A £ 22 A] AR B 20 T4 5,906,000 578 K
7,392,000 # T ©
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How our audit addressed the Key Audit Matter
B SF A Gt o B BH g A Gt SR

Assessing management’s process of reviewing and evaluating
net realisable value of inventories, with reference to
subsequent sales information and performed testing on a
sample basis, by tracing to the source documents;

%25 FLAR B 45 BB AR R SR AT A BB
DR S AR R A B Al A T S B (E

W

Evaluating the allowance policy adopted by the management
with reference to the historical and current sales
information, pricing policy and strategies, inventory
realisation plan, aging and conditions of inventories;

S5 i R A S OB - R HBOR KR - fr s
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BUK 3

We used valuation expert of jewellery items to examine the
quality and value of jewellery on a sample basis;

FER RS (SR A R E SRR 2 &
L fE A 5

Evaluating the competence, capabilities and objectivity of
the valuation export; and

A AR < Btk ~ fERERE T BB 5

Evaluating the reasonableness of valuation techniques and
key inputs adopted by the valuation expert by comparing
these estimates to entity-specific information and market
data to evaluate the reasonableness of these judgements.

A A Al (8 77 3% B A (B S 50 P07 BR AR T 20 A BT RO
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OTHER INFORMATION IN THE ANNUAL REPORT

The directors are responsible for the other information. The other
information comprises all the information included in the annual report,
other than the consolidated financial statements and our auditor’s report
thereon (the “Other Information”).

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 the Other Information, we are required to report
that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

The directors are assisted by the Audit Committee in discharging their
responsibilities 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. This report is made solely to you, as a body, 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
judgement and maintain professional scepticism 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.

—  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.

64 KTL International Holdings Group Limited

B BB A W Ak B S A Y AT

FAF I BRSSP E B AR S MBS R A
T P 7 SR B0 Rt T 5 380 A A A R R B R B - S
PR B AR, o s BR
(FE 2 M08 AR > BRUL Z A A R A5 i M At H R -
B S N A A AR (A ORI
AEATRRAT

P S Ja 0 R > (LR BRI DR B U A
He AT 19 7 A% A A RE 55 B 0T A A A 1O FE R Bk
B o R BRI T P R B R o v 11 ) R Y
A BRTE A DT AT R R AR R AR S IS IR A
R AL R SE IR > AR A O SRR R

MR e e B AT ALY - 5 S0 T B B
TR A AR R P R SRR RE L - B IR

— O Rl AR BB R e SRR R R T 2
SO F O B R R B - TR I A B T B
WITEERT AL RS FRRERE
S AR BERLRE o R KA R A A
T ~ WO TR R RO B R T
i+ DB A o R B By LM Y A B R Rt TR
Far oA RE T B o 7 o T 2 ) O B R Bt
JEB = e

— DR B ACA B AN AR > LSS R
BAERF - HAGE B AES B AR R A
WAL BERE A -

—  PEFT R R R SR DR E TR

wE A SR B R R S T A B

—  HAASE SRR DR BN GRS

T AR C R 2R - AR A
B AR R AR Y RE T R A B R Y
BT DL A B OROANRREAE TR R o i 5 5 S A RE
FATE OO HEE (R 2R 5 55 195 A% B i 7% o
i T TR A B 5 3 T I A R ORI R > B
WERMBR SRR A2 > MERT ESFMER - %
1 65 i A 2B 5 A SR A BT A 1 A A
iR MERACH R EUE DA REE R Ak
BN P RA A AR TRETT -



—  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.

—  Obuain 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 the Audit Committee 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 the Audit Committee 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.

From the matters communicated with the Audit Committee, 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 director on the audit resulting in this independent auditor’s
report is Alvin Yeung Sik Hung.

Crowe Horwath (HK) CPA Limited
Certified Public Accountants

Hong Kong, 6 June 2017

Alvin Yeung Sik Hung

Practising Certificate Number P05206
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

By AR AR B LAt 2 i i 4 3%

Year ended 31 March 2017
B 201743 H 31 HIRAFREE

2017 2016
2017 4 20164F
Notes HK$°000 HK$’ 000
(i Tt FHsoo
REVENUE &+ 4&5 547,623 683,687
Cost of sales B8 A (440,824) (568,772)
Gross profit BVl 106,799 114,915
Other income HAb e A 5 2,890 4,243
Selling expenses S B ST (42,608) (34,152)
Administrative expenses ATELB 2 (70,997) (82,388)
OPERATING (LOSS)/PROFIT B () A (3,916) 2,618
Other gains/(expenses), net HoAtse 2t (B2 ) W48 6 3,926 (5,087)
Finance costs HAHS A 7 (6,153) 9,172)
Share of loss of a joint venture JEAG A\l R 27) (49)
LOSS BEFORE TAX I A5 Tl Mg 1 8 (6,170) (11,690)
Income tax expense AL 5L 11 (2,984) (1,812)
LOSS FOR THE YEAR RO WA N\ EAG A M s 4R
ATTRIBUTABLE TO THE
OWNERS OF THE PARENT (9,154) (13,502)
OTHER COMPREHENSIVE LOSS TO BE H % i i 7 T i 2 JE F B 24 R 1Y
RECLASSIFIED TO PROFIT OR LOSS  HAth 2 i 5 48 » b B H
IN SUBSEQUENT PERIODS,
NET OF TAX
Change in fair value of an available-for-sale A G 2 S S (B B
investment 520 (3,550)
Exchange differences on translation P53 [0 A S 7 A 1 e S 25 A
of foreign operations (16,659) (13,045)
Realisation of exchange fluctuation reserve a5 2 ) Ji B 6 AR 5 B I 50,
upon deregistration of a subsidiary ) 5t (6,056) -
OTHER COMPREHENSIVE LOSS AR g H Al 2 RIS 1 > dTBR BRIE
FOR THE YEAR, NET OF TAX (22,195) (16,595)
TOTAL COMPREHENSIVE LOSS FOR 812 W] #E 5 A WA 4F 9 4 Thi 65 18
THE YEAR ATTRIBUTABLE TO THE sk
OWNERS OF THE PARENT (31,349) (30,097)
LOSS PER SHARE ATTRIBUTABLE BES ) ¥ 5 I B 4 e AN EAG
TO ORDINARY EQUITY (53114 Fi-
HOLDERS OF THE PARENT:
Basic and diluted HEAS T 13 HK$(0.06) HK$(0.08)
(0.06) # ot (0.08) #5 T
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
R WBIR LR

Year ended 31 March 2017
201743 ] 31 H L&

2017 2016
2017 4% 20164F
Notes HK$’000 HK$’000
g RPN THsoT
NON-CURRENT ASSETS LV B E

Property, plant and equipment W~ R R 14 171,871 183,029
Prepaid land lease payments FA AT - L R IE 15 13,271 14,554
Prepayments for construction in progress TE g TR AT OE 267 54
Investment in a joint venture WEBEATZRE 16 367 407
Available-for-sale investment ] ik R 17 15,015 14,470
Total non-current assets IE Vi Bl AR 200,791 212,514

CURRENT ASSETS g3
Inventories e . 18 109,590 92,025
Trade receivables B 5 N IE 19 176,125 185,936
Prepayments, deposits and other receivables — FEATEIA ~ 44 K HoAh RE i3 IH 20 23,561 32,259
Tax recoverable JRE NS A E 1,901 3,078
Prepaid land lease payments TE A - A 3K IE 15 389 415
Pledged bank deposits CEMERATAE R 21 55,495 86,635
Cash and bank balances B4 ARAT 55 R 21 152,090 62,106
Total current assets B AR 519,151 462,454

CURRENT LIABILITIES A
Trade and other payables B 5 R HABEAT IE 22 160,304 93,503
Interest-bearing bank and other borrowings 715 #R47 S HAth {5 23 232,438 226,086
Obligations under finance leases Al L R A 24 1,580 927
Total current liabilities LB A (A 394,322 320,516
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
HaMBRRE

Year ended 31 March 2017

B 201743 H 31 HIRAFREE

2017 2016
2017 4 2016 4F
Notes HK$’000 HK$’000
B 5 Fioc Tt
NET CURRENT ASSETS i B A A 124,829 141,938
TOTAL ASSETS LESS CURRENT i ARAE R ) 211
LIABILITIES 325,620 354,452
NON-CURRENT LIABILITIES Ik i B £
Obligations under finance leases Pl FH RS 24 4,120 1,614
Deferred tax liabilities R SR TE A 25 236 225
Total non-current liabilities I =R k] 4,356 1,839
Net assets AT 321,264 352,613
EQUITY W25
Equity attributable to owners of the parent £/ F] A A REAS HE 45
Share capital A 26 800 800
Reserves (72 27 320,464 351,813
Total equity HE £ A EH 321,264 352,613
Nang Qi Xue Qiang
R R R
Director Director
FH FH
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
B RELR SR Bh R

Year ended 31 March 2017

201743 ] 31 H L&

Attributable to the owners of the parent

By ulbER N
Available-
for-sale
Statutory investment  Exchange
Share Share surplus Merger Capital revaluation fluctuation  Retained Total
capital  premium reserve reserve surplus reserve reserve profits equity
A
%
HER N ARAE AMEEVE)
JeA T b i it AORRAE  EARR ikl s REER WA
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
Ti#x  T#x T#x TEx TEx  TEx  T#x TEx  TEx
(note 26)  (note26)  (note27)  (note27) (note 17)
(Wik26)  (WiE26)  (Wek27)  (WHaE27) (Wit 17)
Ac 1 April 2015 201544 A 1H 800 60,374 5,756 1,940 105,366 - 17,150 191324 382,710
Loss for the year FREEE - - - - - - - (13,502) (13,502)
Other comprehensive loss AR Al 2 T
for the year: [
Changes in fair value of an it hEREz
available-for-sale investment NAET) - - - - - (3,550) - - (3,550)
Exchange differences on R BN ER
translation of foreign R A
operations - - - - - - (13,045) - (13,045)
Total comprehensive loss AF R 2 T PR AR A
for the year - - - - - (3,550) (13,045) (13,502) (30,097)
Transfer from retained profits LA R B - - 1,197 - - - - (1,197) -
At 31 March 2016 # 201643 4 31 H 800 60,374* 6,953* 1,940 105,366* (3,550)* 4,105* 176,625* 352,613
Ac 1 April 2016 R20165F4 A 1H 800 60,374* 6,953* 1,940*  105,366* (3,550)* 4105¢  176,625¢ 352,613
Loss for the year FEREE - - - - - - - 9,154) 9,154)
Other comprehensive loss FRHA AT
for the year: [
Changes in fair value of an it hEREz
available-for-sale investment N REE) - - - - - 520 - - 520
Exchange differences on R BN ER
translation of foreign R A
operations - - - - - - (16,659) - (16,659)
Realisation of exchange fluctuation FE G — HTFE A A )
reserve upon deregistration W 0 5 3 o
of a subsidiary ZHH - - - - - - (6,056) - (6,056)
Total comprehensive loss FEREEERAH
for the year - - - - - 520 (22,715) 9,154) (31,349)
Transfer from retained profits T R g - - 587 - - - - (587) -
At 31 March 2017 #20174F3 H 31 H 800 60,374* 7,540* 1,940* 105,366* (3,030)* (18,610)*  166,884* 321,264

*

* 7% S5 i A R A5 BB IR DL R R M B 5 e 40
320,464,000 #57C (2016 4F : #)351,813,000 %5 7T) °

These reserve accounts comprise the consolidated reserves of
approximately HK$320,464,000 (2016: approximately HK$351,813,000)

in the consolidated statement of financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS
HEHERER

Year ended 31 March 2017

B 201743 H 31 HIRAFREE

2017 2016
2017 4F 2016 4F
Notes HK$’000 HK$’000
R &E Fioc THsTT
CASH FLOWS FROM OPERATING KB B B AR
ACTIVITIES
Loss before tax W Bl i s 15 (6,170) (11,690)
Adjustments for: R
Finance costs 5 AR 7 6,153 9,172
Share of loss of a joint venture WAL 5 A R R 27 49
Interest income FE A 5 (1,389) (2,427)
(Gain)/loss on disposal of items of property, HEWE - BB &
plant and equipment SAIE A (as),heiE 6 (287) 99
Depreciation e 8 10,538 11,500
Amortisation of prepaid land lease payments TA AT b FR B R 8 399 425
(Write-back)/write-down of inventories to (FB10]) /s A7 15 28 W] S B VM
net realisable value 8 (1,486) 2,097
Net realised gain on trading securities B AR B A (55) -
Realisation of exchange fluctuation reserve T B — [ B Jg 2 IR
upon deregistration of a subsidiary AlEE 50, B f 4 5 8 (6,056) -
1,674 9,225
Increase in inventories g (17,372) (2,120)
Decrease in trade receivables B 5y REWCR IR I > 7,345 34,002
Decrease/(increase) in prepayments, TR ERIE ~ 42 45 T H A RE i IE
deposits and other receivables Wb Ehn) 8,350 (14,333)
Increase/(decrease) in trade and other payables B 5 F HoAth A5} 3 IE 3 Am,~ (i) 69,555 (25,084)
Cash generated from operations FSE- U C S 69,552 1,690
Interest paid CATFLE (5,811) (9,307)
Interest element on finance lease Rl R B R 4 A 3 R B R 4
rental payments (227) (138)
Income tax (paid)/refunded SR (E4F) 1B % (1,816) 2,079
Net cash flows from/(used in) IR TS, (T H)
operating activities T4 I = VR 61,698 (5,676)
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CONSOLIDATED STATEMENT OF CASH FLOWS

HEBERER
Year ended 31 March 2017
201743 ] 31 H L&

2017 2016
2017 4F 20164F
Notes HK$’000 HK$’000
B 5E Tt THsoT
Net cash flows from/(used in) KRB TS (BT )

operating activities Tl 45 Ui 3 61,698 (5,676)
CASH FLOWS FROM INVESTING P BB R

ACTIVITIES
Interest received B RE 1,389 2,427
Purchases of items of property, W R K E

plant and equipment (6,116) (10,951)
Proceeds from disposal of items of property, — H B ~ MiE M HEE

plant and equipment JIT A% OE 824 5,065
Capital contribution to a joint venture BE A A EHUE - (390)
Decrease/(increase) in an amount due from  JEUL A%/ ml BRI D> (B4 m)

a joint venture 12 (100)
Purchase of trading securities 38 b b I (172) -
Proceeds from disposal of trading securities 53¢ 5 &8 75 i 15 3K TH 227 -
Purchase of an available-for-sale investment B & AJ it & 17 - (18,020)
Decrease in pledged bank deposits SR ERAT AR kD 31,141 30,849
Net cash flows from investing activities P B P B 4 O TR AR 27,305 8,880
CASH FLOWS FROM FINANCING il Y B B 4 v

ACTIVITIES
Proceeds from bank and other borrowings SRAT J HAt 55T 153 3K0H 588,677 904,583
Repayment of bank borrowings TR ERAT AR K (582,325) (968,979)
Capital element of finance lease il R B AR B A SR A AR 4

rental payments (1,473) (1,474)
Net cash flows from/(used in) REE B s ()

financing activities B4 0 B AR 4,879 (65,870)
NET INCREASE/(DECREASE) IN CASH 34 KRBl &% i,

AND CASH EQUIVALENTS (W) 93,882 (62,666)
Cash and cash equivalents at beginning of year ~ 4F- ¥ 31 4 I Bl & 551854 62,106 126,468
Effect of foreign exchange rate changes, net 4/ B [T 253 )y 1) 52 28 7 48 (3,898) (1,696)
CASH AND CASH EQUIVALENTS AT  4ERB & R4 E

END OF YEAR 21 152,090 62,106
ANALYSIS OF BALANCES OF CASH Bl&RBEFEME G

AND CASH EQUIVALENTS
Cash and bank balances as stated in the LA PSR B 28 BT 3 ) B 4 B

consolidated statement of financial position #4174k % 21 152,090 62,106
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NOTES TO FINANCIAL STATEMENTS
10 5 R B

31 March 2017

201743 H 31 H

1. CORPORATE AND GROUP INFORMATION

KTL International Holdings Group Limited (the “Company”) was
incorporated as an exempted company with limited liability in the
Cayman Islands on 6 June 2014. The registered office of the
Company is located at Clifton House, 75 Fort Street, Grand Cayman

KY1-1108, Cayman Islands.

During the year, the Company and its subsidiaries (collectively the
“Group”) were principally involved in the manufacture and sale of

jewellery and related products.

In the opinion of the directors, the holding company of the Company
is HNA Aviation Investment Holding Company Ltd., which was

incorporated in Cayman Islands.

The shares of the Company were listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on

11 March 2015 (the “Listing”).

Information about subsidiaries

Particulars of the Company’s principal subsidiaries are as follows:

72

Place of Issued

incorporation/ ordinary/

registration registered

Name and business share capital

Rk L, R CEmER/

it R A kA

KTL Brilliant Limited* Hong Kong HK$100,000

SHIERA R A~ ik 100,000 7t

KTL Management Limited* Hong Kong HK$10,000

SHERA R i 10,0007 7

K.T.L. Development Hong Kong HK$10,000

Co., Limited* i 10,000 7

“MERH R

KTL (Guangzhou) Mainland HK$140,000,000

Jewellery Limited China 140,000,000 # ¢
HEAN (B ) & By R ) T

KTL International Holdings Group Limited

AN E S g

KTL International Holdings Group Limited ([ 452y
A1) R 201446 H 6 H 7€ BH = B 5 5 M sl sr 2y
REFR A BR A A o A ALY kR R w R
Clifton House, 75 Fort Street, Grand Cayman
KY1-1108, Cayman Islands °

AEIN o AR ] BCHCR R 2 R (iR [ A SR )
LA R TR B 2 1 R R B 4

HHBL AR AIMNEERA R R SRS
it B 57 #HNA Aviation Investment Holding
Company Lid. °

AR 20154E 3 A 11 HTE B B2 5
A BR2A w) (T 52 B 1) M Eis (F ETr ) -

IR 7% i I 2 w1 1% Rk
AN A EE MR A AR AR
Percentage of equity
attributable to the Company
A2 sl HE A B HE T 23 b
Principal
Direct Indirect activities
Hik ife3 ER 37 ]
- 100 [nvestment
holding and

provision of car
rental service

B B AR
TR E R

Investment holding

- 100 Investment
holding and

provision of car

rental service

G e) T

FmERE

Manufacture of

jewellery
HH R



CORPORATE AND GROUP INFORMATION

(CONTINUED)

Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as follows:

(continued)

Name
EA

K.T.L Jewellery
Manufacturer Limited

SHHEARA A

Alan’s Jewellery
Company Limited
TEARBRELA PR ]

Guangzhou KTL

Jewellery Limited
B -k A B R 7

KTL Jewellery
Trading Limited
(‘KTL Trading”)
SAHREHSHRAF
([=MHERS )

Guangzhou Dihe
Jewellery Limited
W i B R
KTL Jewellery Manufacturer
(Europe) Limited*

JPI (HK) Limited*

Place of
incorporation/
registration

and business

Ak R/
R B

Hong Kong

Hong Kong
ik

Mainland
China
w3

Hong Kong

Mainland
China
R R 3t

Hong Kong

Hong Kong
i

Issued
ordinary/
registered

share capital
CEmTER/
ik A

HK$500,000
500,000 7T

HK$10,000
10,000 #7C

HK$55,000,000
55,000,000 # 7T

HK$10,000
10,000 77T

HK$30,000,000

30,000,000 # 7t

HKS$1
170

HKS$1
170

* Not audited by Crowe Horwath (HK) CPA Limited (“Crowe
Horwath”) or another member firm of Crowe Horwath global

network.

These subsidiaries are registered as wholly-foreign-owned

enterprises under the laws of the People’s Republic of China (the

“PRC?).

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results for the year or
formed a substantial portion of the net assets of the Group. To give
details of other subsidiaries would, in the opinion of the directors,
result in particulars of excessive length.

2w B SR M E R ()

TR 7% B JAB§ 2~ w1 V8 (8)
AN EE WA RO - ()

Percentage of equity
attributable to the Company
A2 ) AV I HE 2 b

Direct Indirect
Hik fa]

- 100

- 100

- 100

- 100

- 100

- 100

- 100

NOTES TO FINANCIAL STATEMENTS

0 5 R R B
31 March 2017
201743 H 31 H

Principal
activities

TEEH

Trading of
jewellery
HERS

Trading of
jewellery

KHBH

Manufacture
and trading of
jewellery

Manufacture and
trading of jewellery

and investment holding
BERERES
LR B P

Property
holding
i E S

Trading of
jewellery
KHARY

Trading of
jewellery
S

R AR g 0 e () B R A A R A
AT 3 3 ) o o 4 BR A A 1)

b B2 R H

%55 B 2 R b e L R LAN R ([P )
R A AT A o

ERIURARN T ZME AT > MEFGBL > %
4 WP 2 ) f AR B SE A A HE R R B U AR
MG BRI - EHRRS > FFHH
Mt B 28 7 2 RE I B S | BN IR TR
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NOTES TO FINANCIAL STATEMENTS
10 5 R B

31 March 2017

201743 H 31 H

2.1

74

BASIS OF PREPARATION

The financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) (which
include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies Ordinance.
They have been prepared under the historical cost convention, except
for available-for-sale investment which has been measured at fair
value. These financial statements are presented in Hong Kong dollars
(“HKS$”) and all values are rounded to the nearest thousand except
when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements
of the Group for the year ended 31 March 2017. A subsidiary is an
entity (including a structured entity), directly or indirectly, controlled
by the Company. Control is achieved when the Group is exposed, or
has rights, to variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the
investee (i.e., existing rights that give the Group the current ability to
direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a majority of
the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power
over an investee, including:

(a) the contractual arrangement with the other vote holders of the

investee;
(b)  rights arising from other contractual arrangements; and
() the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same
reporting period as the Company, using consistent accounting
policies. The results of subsidiaries are consolidated from the date on
which the Group obtains control, and continue to be consolidated
until the date that such control ceases. 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.

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 described in the accounting policy for
subsidiaries above. A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity transaction.

KTL International Holdings Group Limited

2.1

B LR
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R AER]) CRLAG BT 7 S B ol 5 R A
GRIELN (T F B G ek » FEL
R B IR B A v 2 WA A9 1 B A AR Y
SR 0 2 0 42 B S AR A M A R e T R
BEHR N T EFHBBRAL o s% 5 B R MU T
(M7 )) 251 BRIFEDAIRY - & RErA fE
YO R 2 R T

frgg

HAEMBMmEAEREAEBEE 2017F3H31H
1EAF B B BATS 3R 35 o B 28 Rl A R HL R B
PP B Al (BT A R B R ) o AR
[H] 22 B 4% ¥y 1) SE T 1T AT o A A A T A (]
> AT e 77 4 iR B 1 T AT R RE g (RD
Jit T A 2 1) [ Sl A A O H B TS B B
W B A REF) B2 2855 45 [ Sy B B A
il B o

AR ) R RN D B T
B SBTRIRE A F > A< 52 A WP Ah HOR 15 3
B T AT HE 3 R 7% T A R R o
b AR K
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2.1

2.2

BASIS OF PREPARATION (CONTINUED)
Basis of consolidation (continued)

If the Group losses control over a subsidiary, it derecognises (i) the
assets (including goodwill) and liabilities of the subsidiary, (ii) the
carrying amount of any non-controlling interest and (iii) the
cumulative translation differences recorded in equity; and recognises
(i) the fair value of the consideration received, (ii) the fair value of any
investment retained and (iii) any resulting surplus or deficit in profit
or loss. The Group’s share of components previously recognised in
other comprehensive income is reclassified to profit or loss or retained
profits, as appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following revised standards for the first
time for the current year’s financial statements.
Amendments to HKAS 1 Disclosure Initiative

Amendments to HKAS 16
and HKAS 38

Clarification of Acceptable Methods
of Depreciation and Amortisation

Amendments to HKAS 27 Equity Method in Separate Financial
Statements

Annual Improvements to HKFRSs
2012-2014 Cycle

Investment Entities: Applying the
Consolidation Exception

Amendments to HKFRSs

Amendments to HKFRS 10
HKFRS 12 and HKAS 28

Amendments to HKFRS 11 Accounting for Acquisitions of
Interests in Joint Operations

HKEFRS 14 Regulatory Deferral Accounts

The adoption of the above revised standards has had no significant
financial effect on the financial statements.
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2.3 ISSUED BUT NOT YET EFFECTIVE HKFRSs

The Group has not applied the following new and revised HKFRSs,
that have been issued but are not yet effective, in these financial

statements.

HKFRS 9 Financial Instrument’

HKERS 15 Revenue from Contracts with Customers and
the Related Amendments'

HKEFRS 16 Leases’

Amendments to HKFRSs Annual Improvements to HKFRSs
2014-2016 Cycle

Amendments to HKFRS 2 Classification and Measurement of
Share-based Payment Transactions'

Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments
with HKFRS 4 Insurance Contracts'

Amendments to HKFRS 10 Sale or Contribution of Assets between an
and HKAS 28 Investor and its Associate or Joint Venture®

Amendments to HKAS 7 Disclosure Initiative’

Amendments to HKAS 12 Recognition of Deferred Tax Assers for
Unrealised Losses’

Amendments to HKAS 40 Transfer of Investment Properties'

Effective for annual periods beginning on or after 1 January 2018.

Effective for annual periods beginning on or after 1 January 2019.

Effective for annual periods beginning on or after a date to be

determined.

Effective for annual periods beginning on or after 1 January 2017.

Effective for annual periods beginning on or after 1 January 2017
or 1 January 2018, as appropriate.

The Group is in the process of making an assessment of the impact of
these new and revised HKFRSs upon initial application. The Group
is not yet in a position to state whether they would have a significant
impact on the Group’s results of operations and financial position.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

Investment in a joint venture

A joint venture is a type of joint arrangement whereby the parties that
have joint control of the arrangement have rights to the net assets of
the joint venture. Joint control is the contractually agreed sharing of
control of an arrangement, which exists only when decisions about
the relevant activities require the unanimous consent of the parties
sharing control.

The Group’s investment in a joint venture is stated in the
consolidated statement of financial position at the Group’s share of
net assets under the equity method of accounting, less any impairment
losses. Adjustments are made to bring into line any dissimilar
accounting policies that may exist.

The Group’s share of the post-acquisition results and other
comprehensive income of a joint venture is included in the
consolidated statement of profit or loss and other comprehensive
income. In addition, when there has been a change recognised directly
in the equity of the joint venture, the Group recognises its share of
any changes, when applicable, in the consolidated statement of
changes in equity. Unrealised gains and losses resulting from
transactions between the Group and its joint venture are eliminated
to the extent of the Group’s investments in the joint venture except
where unrealised losses provide evidence of an impairment of the
assets transferred. Goodwill arising from the acquisition of a joint
venture is included as part of the Group’s investment in joint venture.
When an investment in a joint venture is classified as held for sale, it
is accounted for in accordance with HKFRS 5 Non-current Assets Held
for Sale and Discontinued Operations.

Business combinations

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the acquisition
date fair value which is the sum of the acquisition date fair values of
assets transferred by the Group, liabilities assumed by the Group to
the former owners of the acquiree and the equity interests issued by
the Group in exchange for control of the acquiree. For each business
combination, the Group elects whether to measure the non-
controlling interests in the acquiree that are present ownership
interests and entitle their holders to a proportionate share of net assets
in the event of liquidation at fair value or at the proportionate share
of the acquiree’s identifiable net assets. All other components of non-
controlling interests are measured at fair value. Acquisition-related
costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets
and liabilities assumed for appropriate classification and designation
in accordance with the contractual terms, economic circumstances
and pertinent conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts of the acquiree.
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2.4

78

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Business combinations (continued)

If the business combination is achieved in stages, the previously held
equity interest is remeasured to fair value at the acquisition date (i.c.
the date when the Group obtains control), and the resulting gain or
loss, if any, is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer is
recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability is measured at fair value
with changes in fair value recognised in profit or loss. Contingent
consideration that is classified as equity is not remeasured and
subsequent settlement is accounted for within equity.

Fair value measurement

The Group measures its available-for-sale investment at fair value at
the end of each reporting period. 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.
The fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place either in
the principal market for the asset or liability, or in the absence of a
principal market, in the most advantageous market for the asset or
liability. The principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants
act in their economic best interest.

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.

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure
fair value, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Fair value measurement (continued)

All assets and liabilities for which fair value is measured or disclosed
in the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active markets
for identical assets or liabilities

Level 2 — based on valuation techniques for which the lowest level
input that is significant to the fair value measurement is
observable, cither directly or indirectly

Level 3 — based on valuation techniques for which the lowest level
input that is significant to the fair value measurement is
unobservable

For assets and liabilities that are recognised in the financial statements
on a recurring basis, the Group determines whether transfers have
occurred between levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

Impairment of non-financial assets

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

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. In assessing value in use, the
estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset. An impairment
loss is charged to profit or loss in the period in which it arises in those
expense categories consistent with the function of the impaired asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

80

POLICIES (CONTINUED)
Impairment of non-financial assets (continued)

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

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

(a)  the party is a person or a close member of that person’s family
and that person

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

(i) has significant influence over the Group; or

(iii)  is a member of the key management personnel of the
Group or of a parent of the Group;

or

(b)  the party is an entity where any of the following conditions
applies:

(i) the entity and the Group are members of the same
group;

(i)  one entity is an associate or joint venture of the other
entity (or of a parent, subsidiary fellow subsidiary of the
other entity);

(iii)  the entity and the Group are joint ventures of the same

third party;
(iv)  one entity is a joint venture of a third entity and the

other entity is an associate of the third entity;

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

(vi)  the entity is controlled or jointly controlled by a person

identified in (a);
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Related parties (continued)
(b)  (continued)

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

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

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress
(“CIP?”), are stated at cost less accumulated depreciation and any
impairment losses. The cost of an item of property, plant and
equipment comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and location for its
intended use. Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs and
maintenance, is normally charged to profit or loss in the period in
which it is incurred. In situations where the recognition criteria are
satisfied, the expenditure for a major inspection is capitalised in the
carrying amount of the asset as a replacement. Where significant parts
of property, plant and equipment are required to be replaced at
intervals, the Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.

Depreciation is calculated on a straight-line basis to write off the cost
of each item of property, plant and equipment to its residual value
over its estimated useful life. The principal annual rates used for this
purpose are as follows:

Leasehold land
Buildings

Over the lease terms
2% to 2.5%
Leaschold improvement Over the shorter of the

lease terms and 20%

Furniture and fixtures 20%
Office equipment and computers 20% to 33'/5%
Plant and machinery 20%
Motor vehicles 20%

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a reasonable
basis among the parts and each part is depreciated separately. Residual
values, useful lives and the depreciation method are reviewed, and
adjusted if appropriate, at least at each financial year end.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
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POLICIES (CONTINUED)
Property, plant and equipment and depreciation (continued)

An item of property, plant and equipment including any significant
part initially recognised is derecognised upon disposal or when no
future economic benefits are expected from its use or disposal. Any
gain or loss on disposal or retirement recognised in profit or loss in
the year the asset is derecognised is the difference between the net
sales proceeds and the carrying amount of the relevant asset.

CIP represents a building under construction, which is stated at cost
less any impairment losses, and is not depreciated. Cost comprises the
direct costs of construction and capitalised borrowing costs on related
borrowed funds during the period of construction. CIP is reclassified
to the appropriate category of property, plant and equipment when
completed and ready for use.

Leases

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

Assets acquired through hire purchase contracts of a financing nature
are accounted for as finance leases, but are depreciated over their
estimated useful lives.

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Where the Group is the lessor, assets leased by the Group under
operating leases are included in non-current assets, and rentals
receivable under the operating leases are credited to profit or loss on
the straight-line basis over the lease terms. Where the Group is the
lessee, rentals payable under operating leases net of any incentives
received from the lessor are charged to profit or loss on the straight-
line basis over the lease terms.

Prepaid land lease payments under operating leases are initially stated
at cost and subsequently recognised on the straight-line basis over the
lease terms except where the property is classified as an investment

property.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as loans and
receivables and available-for-sale investment. When financial assets
are recognised initially, they are measured at fair value plus transaction
costs that are attributable to the acquisition of the financial assets,
except in the case of financial assets recorded at fair value through
profit or loss.

All regular way purchases and sales of financial assets are recognised
on the trade date, that is, the date that the Group commits to
purchase or sell the asset. Regular way purchases or sales are purchases
or sales of financial assets that require delivery of assets within the
period generally established by regulation or convention in the
marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on their
classification as follows:

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. After
initial measurement, such assets are subsequently measured at
amortised cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated by taking into
account any discount or premium on acquisition and includes fees or
costs that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in other income in
profit or loss. The loss arising from impairment is recognised in
finance costs for loans and in other expenses for receivables in profit
or loss.

Available-for-sale financial investment

Available-for-sale financial investment is a non-derivative financial
asset in a life insurance policy.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Investments and other financial assets (continued)
Available-for-sale financial investments (continued)

After initial recognition, available-for-sale financial investment is
subsequently measured at fair value, with unrealised gains or losses
recognised as other comprehensive income in the available-for-sale
investment revaluation reserve until the investment is derecognised, at
which time the cumulative gain or loss is recognised in profit or loss
in other income, or until the investment is determined to be impaired,
when the cumulative gain or loss is reclassified from the available-for-
sale investment revaluation reserve to profit or loss in other gains or
losses. Interest and dividends earned whilst holding the available-for-
sale financial investment is reported as interest income and dividend
income, respectively and is recognised in profit or loss as other income
in accordance with the policies set out for “Revenue recognition”
below.

The Group evaluates whether the ability and intention to sell its
available-for-sale financial asset in the near term are still appropriate.
When, in rare circumstances, the Group is unable to trade this
financial asset due to inactive markets, the Group may elect to
reclassify these financial asset if management has the ability and
intention to hold the asset for the foreseeable future or until maturity.

For a financial asset reclassified from the available-for-sale category,
the fair value carrying amount at the date of reclassification becomes
its new amortised cost and any previous gain or loss on that asset that
has been recognised in equity is amortised to profit or loss over the
remaining life of the investment using the effective interest rate. Any
difference between the new amortised cost and the maturity amount
is also amortised over the remaining life of the asset using the effective
interest rate. If the asset is subsequently determined to be impaired,
then the amount recorded in equity is reclassified to profit or loss.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is primarily derecognised
(i.e., removed from the Group’s consolidated statement of financial
position) when:

. the rights to receive cash flows from the asset have expired; or

. the Group has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received cash
flows in full without material delay to a third party under a
“pass-through” arrangement; and either (a) the Group has
transferred substantially all the risks and rewards of the asset,
or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive cash flows from
an asset or has entered into a pass-through arrangement, it evaluates if
and to what extent it has retained the risk and rewards of ownership
of the asset. When it has neither transferred nor retained substantially
all the risks and rewards of the asset nor transferred control of the
asset, the Group continues to recognise the transferred asset to the
extent of the Group’s continuing involvement. In that case, the
Group also recognises an associated liability. The transferred asset and
the associated liability are measured on a basis that reflects the rights
and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that
the Group could be required to repay.

Impairment of financial assets

The Group assesses at the end of each reporting period whether there
is objective evidence that a financial asset or a group of financial assets
is impaired. An impairment exists if one or more events that occurred
after the initial recognition of the asset have an impact on the
estimated future cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Evidence of impairment
may include indications that a debtor or a group of debtors is
experiencing significant financial difficulty, default or delinquency in
interest or principal payments, the probability that they will enter
bankruptcy or other financial reorganisation and observable data
indicating that there is a measurable decrease in the estimated future
cash flows, such as changes in arrears or economic conditions that
correlate with defaults.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Impairment of financial assets (continued)
Financial assets carried at amortised cost

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

The amount of any impairment loss identified is measured as the
difference between the asset’s carrying amount and the present value
of estimated future cash flows (excluding future credit losses that have
not yet been incurred). The present value of the estimated future cash
flows is discounted at the financial asset’s original effective interest
rate (i.e., the effective interest rate computed at initial recognition).

The carrying amount of the asset is reduced through the use of an
allowance account and the loss is recognised in profit or loss. Interest
income continues to be accrued on the reduced carrying amount,
using the rate of interest used to discount the future cash flows for the
purpose of measuring the impairment loss. Loans and receivables
together with any associated allowance are written off when there is
no realistic prospect of future recovery and all collateral has been
realised or has been transferred to the Group.

If, in a subsequent period, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the
impairment was recognised, the previously recognised impairment
loss is increased or reduced by adjusting the allowance account. If a
write-off is later recovered, the recovery is credited to other expenses
in profit or loss.

Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses at the
end of each reporting period whether there is objective evidence that
an investment or a group of investments is impaired.

If an available-for-sale asset is impaired, an amount comprising the
difference between its cost (net of any principal payment and
amortisation) and its current fair value, less any impairment loss
previously recognised in profit or loss, is removed from other
comprehensive income and recognised in profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial
liabilities at fair value through profit or loss, loans and borrowings, or

as derivatives designated as hedging instruments in an effective hedge,
as appropriate.

All financial liabilities are recognised initially at fair value and, in the
case of loans and borrowings, net of directly attributable transaction
costs.

The Group’s financial liabilities include trade payables, financial
liabilities included in other payables, interest-bearing bank and other
borrowings and obligations under finance leases.

Subsequent measurement

The subsequent measurement of financial liabilities depends on their
classification as follows:

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost, using the effective interest
rate method unless the effect of discounting would be immaterial, in
which case they are stated at cost. Gains and losses are recognised in
profit or loss when the liabilities are derecognised as well as through
the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation is
included in finance costs in profit or loss.

Financial guarantee contracts

Financial guarantee contracts issued by the Group are those contracts
that require a payment to be made to reimburse the holder for a loss
it incurs because the specified debtor fails to make a payment when
due in accordance with the terms of a debt instrument. A financial
guarantee contract is recognised initially as a liability at its fair value,
adjusted for transaction costs that are directly attributable to the
issuance of the guarantee. Subsequent to initial recognition, the
Group measures the financial guarantee contract at the higher of: (i)
the amount of the best estimate of the expenditure required to settle
the present obligation at the end of the reporting period; and (ii) the
amount initially recognised less, when appropriate, cumulative
amortisation.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

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

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount
is reported in the consolidated statement of financial position if there
is a currently enforceable legal right to offset the recognised amounts
and there is an intention to settle on a net basis, or to realise the assets
and settle the liabilities simultaneously.

Inventories

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

Provisions

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

When the effect of discounting is material, the amount recognised for
a provision is the present value at the end of the reporting period of
the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount
arising from the passage of time is included in profit or loss.

Revenue recognition

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

(@)  from the sale of goods, when the significant risks and rewards
of ownership have been transferred to the buyer, provided that
the Group maintains neither managerial involvement to the
degree usually associated with ownership, nor effective control
over the goods sold; and
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Revenue recognition (continued)

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

Cash and cash equivalents

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

For the purpose of the consolidated statement of financial position,
cash and cash equivalents comprise cash on hand and at banks,
including term deposits, and assets similar in nature to cash, which
are not restricted as to use.

Borrowing costs

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

Dividends

Final dividends are recognised as a liability when they are approved
by the shareholders in a general meeting.

Interim dividends are simultaneously proposed and declared, because
the Company’s memorandum and articles of association grant the
directors the authority to declare interim dividends. Consequently,
interim dividends are recognised immediately as a liability when they
are proposed and declared.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Foreign currencies

These financial statements are presented in Hong Kong dollars, which
is the Company’s functional currency. Each entity in the Group
determines its own functional currency and items included in the
financial statements of each entity are measured using that functional
currency. Foreign currency transactions recorded by the entities in the
Group are initially recorded using their respective functional currency
rates prevailing at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the end of the
reporting period. Differences arising on settlement or translation of
monetary items are recognised in profit or loss.

Differences arising on settlement or translation of monetary items are
recognised in profit or loss with the exception of monetary items that
are designated as part of the hedge of the Group’s net investment of a
foreign operation. These are recognised in other comprehensive
income until the net investment is disposed of, at which time the
cumulative amount is reclassified to profit or loss. Tax charges and
credits attributable to exchange differences on those monetary items
are also recorded in other comprehensive income.

Non-monetary items that are measured in terms of historical cost in a
foreign currency are translated using the exchange rates at the dates of
the initial transactions. Non-monetary items measured at fair value in
a foreign currency are translated using the exchange rates at the date
when the fair value was measured. The gain or loss arising on
translation of a non-monetary item measured at fair value is treated in
line with the recognition of the gain or loss on change in fair value of
the item (i.e., translation difference on the item whose fair value gain
or loss is recognised in other comprehensive income or profit or loss is
also recognised in other comprehensive income or profit or loss,
respectively).

The functional currencies of certain overseas subsidiaries are
currencies other than the Hong Kong dollar. As at the end of the
reporting period, the assets and liabilities of these entities are
translated into Hong Kong dollars at the exchange rates prevailing at
the end of the reporting period and their profit or loss and other
comprehensive income are translated into Hong Kong dollars at the
weighted average exchange rates for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange fluctuation
reserve. On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is
recognised in profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Foreign currencies (continued)

Any goodwill arising on the acquisition of a foreign operation and
any fair value adjustments to the carrying amounts of assets and
liabilities arising on acquisition are treated as assets and liabilities of
the foreign operation and translated at the closing rate.

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

Other employee benefits
Pension schemes

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

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

Termination benefits

Termination benefits are recognised at the earlier of when the Group
can no longer withdraw the offer of those benefits and when the
Group recognises restructuring costs involving the payment of
termination benefits.
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POLICIES (CONTINUED)
Income tax

Income tax comprises current and deferred tax. Income tax relating to
items recognised outside profit or loss is recognised outside profit or
loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected
to be recovered from or paid to the taxation authorities, based on tax
rates (and tax laws) that have been enacted or substantively enacted by
the end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries in which the
Group operates.

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax bases of
assets and liabilities and their carrying amounts for financial reporting
purposes.

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

. when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a transaction
that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable
profit or loss; and

. in respect of taxable temporary differences associated with
investments in subsidiaries and joint venture, when the timing
of the reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary
differences, the carryforward of unused tax credits and any unused tax
losses. Deferred tax assets are recognised to the extent that it is
probable that taxable profit will be available against which the
deductible temporary differences, the carryforward of unused tax
credits and unused tax losses can be utilised, except:

. when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of an
asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and

. in respect of deductible temporary differences associated with
investments in subsidiaries and joint venture, deferred tax
assets are only recognised to the extent that it is probable that
the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary
differences can be utilised.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Income tax (continued)

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred tax
assets are reassessed at the end of each reporting period and are
recognised to the extent that it has become probable that sufficient
taxable profit will be available to allow all or part of the deferred tax
asset to be recovered.

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

Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current tax
liabilities and the deferred taxes relate to the same taxable entity and
the same taxation authority.

Dividend income derived from the Company’s Mainland China
subsidiaries is subject to a withholding tax under the prevailing tax
rules and regulations of PRC.

Government grants

Government grants are recognised at their fair value where there is
reasonable assurance that the grant will be received and all attaching
conditions will be complied with. When the grant relates to an
expense item, it is recognised as income on a systematic basis over the
periods that the costs, which it is intended to compensate, are
expensed.

Where the grant relates to an asset, the fair value is credited to a
deferred income account and is released to profit or loss over the
expected useful life of the relevant asset by equal annual instalments
or deducted from the carrying amount of the asset and released to
profit or loss by way of a reduced depreciation charge.

Where the Group receives grants of non-monetary assets, the grants
are recorded at the fair value of the non-monetary assets and released
to profit or loss over the expected useful lives of the relevant assets by
equal annual instalments.
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POLICIES (CONTINUED)
Government grants (continued)

Where the Group receives government loans granted with no or at a
below-market rate of interest for the construction of a qualifying
asset, the initial carrying amount of the government loans is
determined using the effective interest rate method, as further
explained in the accounting policy for “Financial liabilities” above.
The benefit of the government loans granted with no or at a below-
market rate of interest, which is the difference between the initial
carrying value of the loans and the proceeds received, is treated as a
government grant and released to profit or loss over the expected
useful life of the relevant asset by equal annual instalments.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

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

Judgements

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

Income taxes

Significant judgements on the future tax treatment of certain
transactions are required in determining income tax provisions. The
Group carefully evaluates tax implications of transactions and tax
provisions are recorded accordingly. The tax treatment of such
transactions is reconsidered periodically to take into account all
changes in tax legislation.

Estimation uncertainty

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

described below.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (CONTINUED)

Estimation uncertainty (continued)

(a)

(b)

©

(d

Impairment of non-financial assets

The Group assesses whether there are any indicators of
impairment for all non-financial assets at the end of each
reporting period. Non-financial assets with finite useful lives
are tested for impairment when there are indicators that the
carrying amounts may not be recoverable. An impairment
exists when the carrying value of an asset or a cash-generating
unit exceeds its recoverable amount, which is the higher of its
fair value less costs of disposal and its value in use. When value
in use calculations are undertaken, management must estimate
the expected future cash flows from the asset or cash generating
unit and choose a suitable discount rate in order to calculate
the present value of those cash flows.

Net realisable value of inventories

Net realisable value of inventories is based on estimated selling
price less any estimated costs to be incurred to completion and
disposal with reference to prevailing market information.
These estimates are based on the current market condition and
the historical experience in selling goods of similar nature. It
could change significantly as a result of changes in market
conditions. The Group reassesses the estimation at the end of
each reporting period. Further details are contained in note 18
to the financial statements.

Impairment of trade receivables

The Group maintains an allowance for the estimated loss
arising from the inability of its customers to make the required
payments. The Group makes its estimates based on the ageing
of its trade receivable balances, customers’ creditworthiness,
and historical write-off experience. If the financial condition of
its customers was to deteriorate so that the actual impairment
loss might be higher than expected, the Group would be

required to revise the basis of making the allowance.

Deferred tax assets

Deferred tax assets are recognised for unused tax losses to the
extent that it is probable that taxable profit will be available
against which the losses can be utilised. Significant
management judgement is required to determine the amount
of deferred tax assets that can be recognised, based upon the
likely timing and level of future taxable profits together with
future tax planning strategies.
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OPERATING SEGMENT INFORMATION

The Group is primarily engaged in the manufacture and sale of
jewellery products. Management has determined the operating
segments based on the reports reviewed by the chief operating
decision makers, who have been identified as the executive Directors
of the Company. Information reported to the Group’s chief operating
decision makers, for the purpose of resources allocation and
performance assessment, focuses on the operating results of the Group
as a whole as the Group’s resources are integrated. Accordingly, the
Group has identified one reportable operating segment, i.e.
manufacture and sale of jewellery products, and no further analysis
thereof is presented.

Geographical information

Information about the Group’s revenue by geographical locations is
presented based on the area or country in which the external customer
is operated.

(a) Revenue from external customers

BB WE R

AR T AR S R i ) S T 2
RS AR R YO (TR A
Ox AW BUAT ) A ) A R 0 R E AR e
LR ) T % S AT Al ) AS SR B i R R R
A Y DR AR O Y R A R AR R
WAERA LI GRS - BFik > AEED
A2 A T R AL A o R BREY E Y SR
et > BLAG A 2504 B — 2 204 o

b3 8B
A BRI % 5 AR S T A M i 5 K 4
I £ 3350 2 B P AR S I AR P O

(@  REIMESR S

2017 2016

2017 4 20164F

HK$’000 HK$000

T#c Fisoc

Americas FM 301,320 304,893
Mainland China H I A 93,488 123,726
Europe (other than Russia) BRI (R TR A1) 64,495 58,002
Russia R 59,324 158,629
Middle East TR 2,765 3,937
Other countries HoAth 5 % 26,231 34,500
547,623 683,687

Information about the Group’s non-current assets, excluding
an available-for-sale investment, is presented based on the
locations of the assets.

(b) Non-current assets

A BRI T A M T B () A 4 B IR
B E R OREE L BB R -

(b) B E A

2017 2016

2017 4F 20164E

HK$°000 HK$’000

R Fisoc

Mainland China o [58] A b 164,813 177,805
Hong Kong i 20,963 20,239
185,776 198,044

The Company is domiciled in the Cayman Islands while the
Group operates its business in Hong Kong and Mainland
China. During the year, no revenue was generated from any
customer in the Cayman Islands and no assets were located in
the Cayman Islands.
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OPERATING SEGMENT INFORMATION
(CONTINUED)

Information about major customers

Revenue from each major customer which accounted for 10% or
more of the Group’s revenue for the year, including sales to a group
of entities which are known to be under common control with that
customer, is as set out below:

Customer A HFA
Customer B ®FB
Customer C P C
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#E8 W EORE (A])

H B ERE P &R

AR TR T IR aE (A 4 BICER 10%
BLL k) CRLAE ) BELA BRI 2 5 52 3 (] 42 il g — AL

EHEAE S M) ol
2017 2016
2017 4 2016 4F
HK$°000 HK$°000
Tt THs 0
163,729 206,726
62,107 88,581
42,608* 140,277

Less than 10% of revenue

REVENUE AND OTHER INCOME

Revenue represents the net amounts received and receivable arising
from sale of jewellery products during the year.

* DI IR 1 10%

W sl B Ho At e A

W i i A PR 5 TR R i T A 9 2 Ui B R
WA

2017 2016

2017 4F 20164

HK$’000 HK$’000

Tt THsoT

Sale of jewellery products B TR E 547,623 683,687
An analysis of other income is as follows: HAbU AT -

2017 2016

2017 4 20164F

HK$’000 HK$000

Tt TFisoc

Interest income from bank deposits AT AR B A 1,389 2,427

Government grants (Note) B Al B (o) 811 1,076

Others HAth 690 740

2,890 4,243

Note: Government grants were received by certain subsidiaries of the
Company in Mainland China as compensation for expenses
already incurred. There are no unfulfilled conditions or
contingencies in relation to the grants.

s e /AT i e S = I B o A FaN L i
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119 2R 22 AL R ER SR 2R I

2017 Annual Report 4% Ji 5 97



NOTES TO FINANCIAL STATEMENTS

10 5 R B
31 March 2017
201743 H 31 H

98

OTHER GAINS/(EXPENSES), NET

An analysis of other gains/(expenses), net, is as follows:

oAb as (P 2) 3

Hfbiess, (B SZ) HAEE AT A0 R -

2017 2016
2017 4 2016 4F
HK$’000 HK$’000
T#x T#T
Realisation of exchange fluctuation reserve upon S [T R 2 ] IR RE S 30 8
deregistration of a subsidiary it BB 6,056 -
Gain/(loss) on disposal of items of property, plant HEYZE - B Kk E E
and equipment s, (ks48) 287 99)
Sales of loose diamonds, net PR 5 TR AH - (16)
Net realised gain on trading securities 8 I 50 B 5 B A T AR 54 -
Foreign exchange differences, net A1 EE 25 B i A (2,471) (4,972)
3,926 (5,087)
FINANCE COSTS 7. MAEBRA
An analysis of finance cost is as follows: BB A AT I T
2017 2016
2017 4¢ 2016 4F
HK$°000 HK$000
Ti#0 SR
Interest on bank borrowings SRATEERLE 3,937 5,675
Interest on factoring of trade receivables B 5 B (R A S 1,447 3,359
Interest on other borrowings HoAhfE ) B 542 -
Interest on finance leases FilE LA 227 138
6,153 9,172
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LOSS BEFORE TAX B Be il i 18
The Group’s loss before tax is arrived at after charging/(crediting): % B2 [ 1 TR B T R 4R 2 F0BR S (REA) R I
I -
2017 2016
2017 4 20164F
Notes HK$°000 HK$’000
g Tt THsoT
Cost of inventories sold BB A 369,709 453,846
Depreciation s 14 10,538 11,500
Foreign exchange differences, net A1 T 26 FE I AR 6 2,471 4,972
Amortisation of prepaid land lease payments T8 45 + i1 FH 1 2 JE 6 £ 15 399 425
Realisation of exchange fluctuation reserve L — [ B JRS 2 ] ey BEE 530 )
upon deregistration of a subsidiary 2 fRt T 6 (6,056) -
Auditors’ remuneration 1% I 355
Auditors of the Company N/ % g 1,150 1,600
Other auditors HoAb A% 55 163
1,205 1,763
Employee benefits (including Directors’ g B AR A (E4E )
remuneration)
Salaries and other benefits 4 S HAh ) £ 109,368 116,742
Pension scheme contributions FEY N R 7,617 10,751
116,985 127,493
(Write-back)/write-down of inventories to (B 1ml) B A7 55 55w 488 B
net realisable value 18 (1,486) 2,097
Minimum lease payments under KCE A B e AR A B 0H
operating leases 1,312 1,160
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9. DIRECTORS’ REMUNERATION 9. HHHM
Directors” remuneration for the year, disclosed pursuant to the Rules A NARPET WA 28 5 T A R Wl s gR BTl
Governing the Listing of Securities on The Stock Exchange of Hong AT BT R RN D) R 2 w565 383(1) (a)
Kong Limited (the “Listing Rules”) and section 383(1)(a), (b), (c) and (b) ~ () Ko (B) MDA B € w) (41 2 7 5 R 25 )
(f) of the Hong Kong Companies Ordinance and part 2 of the RIS — P B E E T

Companies (Disclosure of Information about Benefits of Directors)
Regulation, is as follows:

2017 2016
2017 4F 20164F
HK$’000 HK$000
Tkt THsTT
Fees e 2,310 3,000
Other emoluments: HAh 4 -
Salaries, allowances and benefits in kind i~ RS REY A S 9,996 9,001
Pension scheme contributions R R T B AR 51 54
10,047 9,055
12,357 12,055
During the year, no directors were granted share options (2016: Nil). AER > MEAEEE ST SR RE (2016 4F ¢« E) o
(a) Independent non-executive directors @ BUEBGES
The fees paid to independent non-executive directors during R T AT E A
the year were as follows:
2017 2016
2017 4F 20164F
HK$°000 HK$’000
T T
Lo Chun Pong? JEPRIF A 200 200
Chan Chi Kuen” EHEA 200 200
Ting Tit Cheung? THFA 200 200
600 600
A Appointed as independent non-executive directors on 10 A R20154F2 H 10 H 3 Z AT & & 7 JF
February 2015 HMITHES
There were no other emoluments payable to the independent AETA 3 4 A REASH I ST IR AT E Y
non-executive directors during the year (2016: Nil). Hi (2016 4F « ) -
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9.

10.

NOTES TO FINANCIAL STATEMENTS

0 5 R R B
31 March 2017
201743 H 31 H

DIRECTORS’ REMUNERATION (CONTINUED) 9. HHBHM (H)
(b)  Executive directors (b) PUTHEH
Salaries,
allowances Pension
and benefits scheme
Fees inkind  contributions Total
P~ Eus BIkE
4 VSR /E S E G Mt
HK$’000 HK$’000 HK$’000 HK$’000
AR THsIC THsoC THsoT
2017 2017 4F
Nang Qi* I i * - - - -
Chen Peiliang* B O 1 - - - -
Xue Qiang* [y - - - -
Kei York Pang Victor™ AL - 679 4,839 17 5,535
Li Man Chun** 2 679 4,073 17 4,769
Kei Yeuk Lun Calan** KO 352 1,084 17 1,453
1,710 9,996 51 11,757
2016 20164
Kei York Pang Victor A 960 4,882 18 5,860
Li Man Chun Tk 960 2,890 18 3,868
Kei Yeuk Lun Calan R 480 1,229 18 1,727
2,400 9,001 54 11,455
* Appointed on 27 January 2017 * 201741 H 27 H#EZRAE
o Resigned on 17 February 2017 * R 20174F2 H 17 H BHT:
There was no arrangement under which a director waived or AN AR A B R R ik g o (R R AT
agreed to waive any remuneration during the year. ] 3557 1 2 B o
FIVE HIGHEST PAID EMPLOYEES 10.  To 4 o5 i % W O B
The five highest paid employees during the year included three (2016: AR 4% B AR B S = 4 EE (2016
three) directors, details of whose remuneration are set out in note 9 M0 =40 > FLETINEENS EOR B SCt R o AER
above. Details of the remuneration for the year of the remaining two R A4 (20164F - Wi4%) A FE AL Rl he
(2016: two) non-director highest paid employees are as follows: ST B R4S R IR O T
2017 2016
2017 % 20164F
HK$’000 HK$’000
Tt THTT
Salaries, allowances and benefits in kind B EHE RCEYA R 3,315 5,327
Pension scheme contributions ARG FH I 33 36
3,348 5,363
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NOTES TO FINANCIAL STATEMENTS

10 5 R B
31 March 2017
201743 H 31 H

10.

11.

102

FIVE HIGHEST PAID EMPLOYEES (CONTINUED)

The number of non-director highest paid employees whose

10. s H M OE H (A1)
SN0 908 £ 2 5 4 5 A A R R M i

remuneration fell within the following bands is as follows: EF -
Number of employees
RE%H
2017 2016
2017 4 20164
HK$1,000,001 to HK$1,500,000 1,000,001 # 7T % 1,500,000 #5 7T 1 -
HK$1,500,001 to HK$2,000,000 1,500,001 # 7T % 2,000,000 ¥ JC 1
HK$2,000,001 to HK$2,500,000 2,000,001 ¥ 7T % 2,500,000 #5 7T - -
HK$3,000,001 to HK$3,500,000 3,000,001 ¥#5 76 £ 3,500,000 #5 70 - 1
2 2

INCOME TAX EXPENSE

The statutory income tax rates for Hong Kong and Mainland China

are 16.5% and 25%, respectively. The profit tax of the Group has

been provided at the applicable tax rates on estimated assessable

profits arising in Hong Kong and Mainland China during the year.

11. BB X
T Vs B o (B T b1 9 T AR B R Bl B 16.5%
K 25% o AEA) > ACKE [H] B A AS BT A A
FR R A M A A I SR T R e R B R
PEIBA -

2017 2016
2017 4 20164
HK$’000 HK$’000
T# Tt
Current — Hong Kong R — i
Charge for the year AR S 49 12
Underprovision in prior year AT FE AN 1 120
Current — Mainland China R — w2 A
Charge for the year AR S 2,923 1,698
Deferred R 11 (18)
Total tax charge for the year A I B T S L AR 2,984 1,812
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11.

12.

INCOME TAX EXPENSE (CONTINUED) 11. Frf3BEBH % (%)
R FA N T B B 43 WA T 2 W) B e ] i [ 0
VS R A B P I B T s R B TEL B
S B B ISR SR A5 0 B TE B S R 5 DL
BB R B RO AR T

A reconciliation of the tax expense applicable to loss before tax at the
statutory rates for the jurisdictions in which the Company and the
majority of its subsidiaries are domiciled to the tax expense at the
effective tax rates, and a reconciliation of the statutory tax rate to the

effective tax rate, are as follows:

NOTES TO FINANCIAL STATEMENTS
0 5 R R B
31 March 2017
201743 H 31 H

2017 2016
2017 4 20164
HK$’000 HK$’000
T#70 T
Loss before tax B B T e 12 (6,170) (11,690)
Tax at the statutory tax rate of 16.5% B EBLE16.5% st B BLIH (1,018) (1,929)
Different tax rates for specific provinces or T A R B AR B R B R 7
enacted by local authority % BRI 1 AN R B R 1,901 628
Income not subject to tax BREBBLIA (1,069) (40)
Expenses not deductible for tax ANFT IR BH 3¢ 933 125
Tax losses not recognised R e RR A T s 4H 97 873
Effect of tax impact of apportionment under FHF 528 (1250 ¢ 50 HEVEHET))
a 50:50 basis 440 2,131
Utilisation of temporary differences previously ) 208 A R R I R 2
not recognised (63) (362)
Tax effect of temporary differences not recognised A< e 812 I 2 BH 1) ol W5 5 8% 160 713
Utilisation of tax losses previously not recognised ) i #f {4 7 58 1) i TE s 15 1,553 (305)
Adjustments in respect of current tax of SO A0 e A P RV A ) 7
previous periods 1 120
Others HeAte 49 (142)
Tax charge at the effective rate 15 B BB RS A R B S 2,984 1,812

DIVIDEND

The Board does not recommend the payment of a final dividend for

the year ended 31 March 2017 (2016: Nil).

12. BB
FREAEZRMEE 201743 A 31 HIE4EE R

RIS (2016 4F © 4E) o
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NOTES TO FINANCIAL STATEMENTS
10 5 R B

31 March 2017

201743 H 31 H

13. LOSS PER SHARE ATTRIBUTABLE TO ORDINARY 13.

EQUITY HOLDERS OF THE PARENT

The calculation of the basic loss per share amount is based on the loss
for the year attributable to ordinary equity holders of the parent of
approximately HK$9,154,000 (2016: approximately
HK$13,502,000), and the weighted average number of ordinary
shares of 160,000,000 (2016: 160,000,000) in issue during the year.
The Group had no potentially dilutive ordinary shares in issue during
the years ended 31 March 2017 and 2016.

B 5y ) ¥ 30 BOHE 45 #5745 N JE AN B B R

A I A e 1 4 R AR B W A R A R
AN E AL 4E 7R 5 18 47 9,154,000 75 7T (2016 4F
#113,502,000 ¥ 70) S AF 1A 2 85 A7 4 A ) R
T4 # 160,000,000 f% (2016 4F : 160,000,000 %)
R o B E 20174 K& 201643 H 31 HIE4FFE >
A B2 [ 3 4 R AT 1 LA Y T R R 11 2
E&L °

2017 2016
2017 4 2016 4F
HK$’000 HK$000
T#x Tt
Loss i 18
Loss attributable to ordinary equity holders i AL IR A e 15 IR P 10
of the parent used in the basic loss YNSRI TR PN
per share calculation JRE A5 e 1 9,154 13,502
Number of shares
et B H
2017 2016
2017 4 2016 4F
Shares J iy
Weighted average number of ordinary shares in T AL IR A e 15 I 8 ) 9
issue during the year used in the basic AN O AT R RE
loss per share calculation S8 160,000,000 160,000,000
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NOTES TO FINANCIAL STATEMENTS
Yo 5 R A P 5k

31 March 2017

201743 H31H

14. PROPERTY, PLANT AND EQUIPMENT 14. W3¥ - BB Bkl

Office
equipment
Leaschold Leaschold Furniture and Plant and Motor ~ Construction
land  Buildings improvement  andfixtures  computers  machinery vehicles  in progress Total
Rk WA Wi &
ML wy  HEEE HE REN e Wil IR it
HK$000  HKS$000  HKS000  HK$000  HK$000  HK$000  HKS000  HK$000  HK$000
T Tt T T Tt T T T T
31 March 2017 200743 31 H
At31 March 2016 and 2016331 H
at 1 Apil 2016: Ra6E4 11 :
Cost 1% 14959 27,863 45445 6,387 38,397 24,199 13932 126,795 297,977
Accumulated ZaHrE
depreciation (4,746) (8,970) (28,135) (5,983) (35,260) (22,415) (9,439) - (114,948)
Net carrying amount TRETEH 10,213 18,893 17,310 404 3,137 1,784 4493 126795 183,029
Ac 1 Apil 2016, net of 201647 1H
accumulated e
depreciation 10213 18,893 17310 404 3,137 1,784 4493 126,795 183,029
Additions KE - - 1,950 170 1,610 100 6,535 4 10,807
Depreciation provided el
during the year (327) (542) (5,280) (358) (1,469) (692) (1,870) - (10,538)
Disposals HE - - - (0) (863) (1) (579) - (1,449)
Exchange realignment B - (1,001) (895) (149 (72) (79) (116) (7,801) (9,978)
At31 March 2017, 2017431310 »
net of accumulated THRZH
depreciation il 9,886 17,350 13,085 196 2343 1,112 8,463 119,436 171871
At31 March 2017: 201743 4310 :
Cost % 14959 26,386 45,065 4441 37411 0,116 17,813 119,436 287,627
Accumulated e
depreciation (5,073) (9,036) (31,980) (4,245) (35,068) (21,004) 9,350 - (115,756)
Net carrying amount SR 9,386 17,350 13,085 196 2343 1112 8463 19436 171871

2017 Annual Report “FJEH 105



NOTES TO FINANCIAL STATEMENTS
Yo 5 2 P

31 March 2017

201743 H 31 H

14. PROPERTY, PLANT AND EQUIPMENT

106

14. W3k - Wb Bk dl ()

(CONTINUED)
Office
equipment
Leaschold Leaschold Furniture and Plant and Motor  Construction
land Buildings ~ improvement  and fixtures  computers  machinery vehicles  in progress Total
CUVEE FiR
gL Y HERE #E R e RE ERTRE Bt
HK$000 HK§'000 HKS'000 HK$000 HK$'000 HKS'000 HK§000 HK§'000 HK$'000
Tt T Ti Tt T T Tkt T Tk
31 March 2016 01653 /131 A
At31 March 2015 and 2015531311
at 1 April 2015: S0t 40 1R -
Cost e 14,959 AN 591 6,684 38,094 5791 13564 132575 304689
Accumulated ZitnE
depreciation (4,419) (8,777) (23,721) (5,670) (34,416) (21,844) (8,796) - (107,643)
Net carrying amount SR 10,540 20,334 2,190 1,014 3,678 1,947 4,768 132,575 197,046
At 1 April 2015, net of 20154 1H
accumulated 2t E
depreciation 10,540 20,334 22,190 1,014 3,678 1947 4,768 132,575 197,046
Additions NE - - 1,426 96 1427 840 2315 787 6,891
Depreciation provided R E
during the year (327) (571) (5,419) (661) (1,892) (927) (1,703) - (11,500)
Disposals e - - - (18) (1) - (824) - (843)
Exchange realignment TS - (870) (887) 27) (79) (76) 63) (6,567) (8,565)
Ac31 March 2016, 201653 131 F -
net of accumulated R4
depreciation i 10,213 18,893 17,310 404 3,137 1,784 4493 126,795 183,029
At31 March 2016: T 2016531311 :
Cost A& 14959 27,863 45,445 6,387 38,397 24199 13,932 126,795 297,977
Accumulated ZitnE
depreciation (4,746) (8,970) (28,135) (5,983) (35,260) (22,415) (9,439) - (114,948)
Net carrying amount e 10213 18,893 17310 404 3,137 1784 4493 126,795 183,029
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14.

15.

PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

The net carrying amounts of the Group’s property, plant and
equipment held under finance leases included in the total amounts of
office equipment and computers and motor vehicles as at 31 March
2017 were approximately HK$898,000 (2016: approximately
HK$991,000) and approximately HK5,287,000 (2016:
approximately HK$$1,706,000), respectively.

The net carrying amounts of the Group’s property, plant and
equipment that were pledged to secure the banking facilities and the
bank borrowings granted to the Group as at 31 March 2017 and
2016 are as follows (note 23(a)):

NOTES TO FINANCIAL STATEMENTS
0 5 R R B

31 March 2017

201743 H 31 H

14. W3 ~ Wb Kt (50

201743 H 31 H A< 5 3] 78 48 il A 6 7 (]
FE 10 R TR V(R A RS A B B D B R
B 48 %8 A4 £ 898,000 Uk IC (20164 4
991,000 ¥ JG ) K #75,287,000% JC (20164F = &)
1,706,000 #:7T) ©

2017 4 &% 20164F3 A 31 H AL EWZ - =
T 5% i T T V(L kAR 4R 4% 2 4R AT VA 4R
BE B SRAT R (B 5E 23(a)) 7 I3 I -

2017 2016

2017 4 2016 4F

HK$°000 HK$°000

T T

Leasehold land fHE 1 9,886 10,213
Buildings B2 17,350 18,893
27,236 29,106

No reversal of impairment was recognised in profit or loss for the year

ended 31 March 2017 (2016: nil).

PREPAID LAND LEASE PAYMENTS

2017453 H 31 H A AT ] i (B s $E 3% 1] (2016

4 : ) o
15.  TEAF L 8 308

2017 2016

2017 4 20164

HK$’000 HK$°000

Tt ou TF#IT

Carrying amount at beginning of the year AR AR T (B 14,969 16,183
Recognised during the year A N R (399) (425)
Exchange realignment EE 5, o % (910) (789)

Carrying amount at end of the year AER BRI (E 13,660 14,969
Current portion Ty A (389) (415)

Non-current portion FEREE S 13,271 14,554

The Group’s prepaid land lease payments with a net carrying amount
of approximately HK$2,806,000 (2016: HK$3,086,000) were
pledged to secure the bank borrowings granted to the Group as at 31
March 2017 (note 23(a)).

201743 H 31 H » B §E 4 % 2,806,000 #5
JG (2016 4F : 3,086,000 #57C) A A4 I FEL A 1 3
FH B B HE 1 AR S B 32 1 SR AT B SR IE £
(B 5E23(a)) ©
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NOTES TO FINANCIAL STATEMENTS
10 5 R B

31 March 2017

201743 H 31 H

16. INVESTMENT IN A JOINT VENTURE 16. REBATZHE
2017 2016
2017 4¢ 2016 4F
HK$’000 HK$’000
Ti#ou T
Share of net assets T E R 280 307
Amount due from a joint venture BN T 87 100
367 407
The amount due from the joint venture was unsecured, interest-free U EN A N T 4 R0 B ST A L S S [ 7
and had no fixed terms of repayment. A o
The Group’s trade receivable balance due from the joint venture is A B REWCA BN E) 2 Y S ME WK TE &5 B 2
disclosed in note 19 to the financial statements. Particulars of the T IATS R 2B 5 19 o ASH2 F 0 AN B 0 EE I
Group’s joint venture are as follows: mr :

Percentage of

Hor ke
Place of

Amount of registration Ownership Voting Profit Principal

Name issued capital and business interest power sharing activities
kA CEATRAE  GENPURSEER Al A B A 43 it B 3nY )
Dynamic Tactics HK$780,000 Hong Kong 50 50 50 Trading of
(Hong Kong) 780,000 5 7T HiE jewellery
Limited KRER Y

The above investment is indirectly held by the Company. ol BEE SR AR N B R o
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17.

AVAILABLE-FOR-SALE INVESTMENT

Life insurance policy, at fair value

17.

NOTES TO FINANCIAL STATEMENTS
0 5 R R B

31 March 2017

201743 H 31 H

[t ERE
2017 2016
2017 4 2016 4F
HK$°000 HK$°000
T Tt
15,015 14,470

Under the life insurance policy (the “Policy”), the beneficiary and
policy holder is the Group and the total insured sum is approximately
US$6,500,000 (approximately HK$50,375,000). The Group paid an
upfront premium for the Policy of approximately US$2,325,000
(approximately HK$18,020,000) and may surrender any time by
filing a written request and receive cash based on the surrender value
of the Policy at the date of withdrawal, which is calculated by the
insurer. In the opinion of the Directors, the surrender value of the
Policy provided by the insurance company is the best approximation
of its fair value, which is categorised within Level 3 of the fair value
hierarchy.

During the year, the gross gain in respect of the change in fair value
of the Group’s available-for-sale investment recognised in other
comprehensive loss amounted to approximately HK$520,000 (2016:
loss of approximately HK$3,550,000). There was no reclassification
from other comprehensive loss to profit or loss during the year.

The Group’s available-for-sale investment with a net carrying amount
of approximately HK$15,015,000 (2016: approximately
HK$14,470,000) was pledged to secure the bank borrowings of the
Group as at 31 March 2017.

W NFRGRE GZ TRE]) » 248 AL RE
Fra N A AREE > HRRE SR 5 6,500,000
T (#50,375,000 5 0) o A< 5 B 2 5% f B 7
A7 2 47 2,325,000 35 JC (47 18,020,000 #5 70 ) K
A G5 1 4R 2e T AR BARF AR A > BARYE R
FATRLE] H A AR R AR (F R R Ui
G HHRE - RBA TN EIRREHE
BLHN FOAEARAS > BRI AN FOAE 2R 2E =4k o

TRAREERE 5 AR [ R 0 Fo (2 25 B Hofth &
TR ERR 2 ] Ak B 8 i s AR 40 520,000
W IT (2016 4F © i 1H 49 3,550,000 #57T) © RAAE
BE > S AREAT AT 45 B E LAt A T S TR A AR
HIEHE -

R201743H31H > A &£ H R E O E D
15,015,000 # T (2016 4F © £ 14,470,000 70) 2
Al R R T ERAT LA IR AR AL 1 2 4R
TTEH -
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10 5 R B

31 March 2017

201743 H 31 H

18. INVENTORIES 18. 1
2017 2016
2017 4 20164F
HK$’000 HK$’000
Tkt THsTT
Raw materials JE AL B 36,692 50,221
Work in progress g U 39,893 18,432
Finished goods B 33,005 23,372
109,590 92,025

The write-down and reversal of write-down of inventories to net
realisable value of approximately HK$5,906,000 and HK$7,392,000,
respectively, (2016: write-down and reversal of write-down of
approximately HK$6,854,000 and HK$4,757,000, respectively) for
the year is included in “cost of sales” in the consolidated statement of
profit or loss and other comprehensive income.

The reversal of write-down of inventories to net realisable value made
during the year was mainly due to sales and utilisation of obsolete raw
materials, and sample products sold higher than the previously
written-down value on an exhibition held by the subsidiaries of the
Group during the year ended 31 March 2017.
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A DR A7 B U B 8 (] A B SO 22 T A BV (EL 43
Al #15,906,000 # JC K 7,392,000 # JC (2016 4F :
vk K% 438 1= A7 2 AU 4 A £ 6,854,000 W5 I K
4,757,000 % 70 ) CFF A %5 A 18 4 A At 22 17 1
tn 22 N [ B8 BLA | o

TR 51988 ) A7 B IO T AR B - R R
B Aol ) R TR A R o DA ROBR R EE T A AR 4R
[ B Jo 2 F A LA 2017 4F 3 H 31 H IR RE 84T
2 JEEH b DA S T O ) A (R S T ER -



19.

NOTES TO FINANCIAL STATEMENTS

0 5 R R B
31 March 2017
201743 H 31 H

TRADE RECEIVABLES 19. ¥ 5 REWGKIE

2017 2016

2017 4¢ 20164

HK$’000 HK$’000

Tt THoT

Trade receivables B 5 E I K TE 191,324 201,109
Less: Allowance for doubtful debts W R AR (15,199) (15,173)
176,125 185,936

The Group’s trading terms with its customers are mainly on credit,
except for new customers. Before accepting any new customer, the
Group will apply an internal credit assessment policy to assess the
potential customer’s credit quality and define credit limits by
customer. The credit period is generally for a period of 60 to 120 days
for major customers. Each customer has a maximum credit limit. The
Group seeks to maintain strict control over its outstanding receivables
and has a treasury department to minimise the credit risk. Overdue
balances are reviewed regularly by senior management. Trade
receivables are non-interest-bearing.

An aged analysis of the trade receivables at the end of the reportin
& Y g
period, based on the invoice date and net of provisions, is as follows:

AR B 0 B 5 Wk B R B M
B BRSN o R EANAEAT R % 5 2 i > AL HHG
PR R0 B A Al RS A A VA % 5 A
BRIHEEFNEEHE -  EREFNEE
W — S 60 £ 120 K « ALK F HBA B fE
FERHIE o A SR B B0 8L I B SGR A T i
AR > SIS S P DA AR 5 B LB o 2
AR R A B S A o B IBUGRIE AR
FHALE o

TR AR L B 5L H I 50 KA BR B )
JEWSCER T Y BB 20T 0 TS

2017 2016

2017 4% 20164F

HK$’000 HK$000

Tt Tsoe

Within 1 month —1@ H A 43,508 46,677
1 to 2 months — ZE iR A 32,742 23,396
2 to 3 months WE =1\ H 45,505 41,618
Over 3 months i =1 A 54,370 74,245
176,125 185,936
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31 March 2017

201743 H 31 H

19.

112

TRADE RECEIVABLES (CONTINUED)

Trade receivables of approximately HK$15,199,000 (2016:
approximately HK$15,173,000) were individually determined to be
impaired as at 31 March 2017. The individually impaired trade
receivables relate to customers that were in unexpected financial
difficulties and it is assessed that only a portion of the receivables is
expected to be recovered. The Group does not hold any collateral or
other credit enhancements over these balances. The movements in the
allowance for doubtful debts are as follows:

19.

B 5 E Wk e (%)

2017453 H 31 H - BRI 2 2 BN E 2
W 3k JE 4 515,199,000 TT (20164F 1 &) B
15,173,000 95 7T) = A 51 36k (B B 2 JRE WA sk T BRL A7 75
T I ) B TR S 0 5 5 A ) L A A
HR A MK IE ] TSR] o AR NG MRS A A% S A
SR AT AT HE PP 5 ok LA SE A5 - A B R
BEEUF

2017 2016

2017 4 2016 4F

HK$°000 HK$’000

T oo T

At beginning of the year AR 15,173 15,173
Exchange realignment BEE 53, o i 4 26 -
At the end of the year AR 15,199 15,173

The ageing analysis of trade receivables at the end of the reporting
period that are not individually nor collectively considered to be
impaired is as follows:

T S A A A1 ) s ) R A 2 9 (L ) B2 5 B
W AR B BT

2017 2016

2017 4 20164F

HK$°000 HK$°000

Ti#x i

Neither past due or impaired b Sip A EE 124,818 146,129
Less than 61 days past due w61 R 47,837 38,580
61 days to 120 days past due w61 RE120 K 2,780 1,209
Over 120 days past due A A 120 K 690 18
176,125 185,936

Trade receivables that were past due but not impaired relate to a
number of independent customers that have a good track record with
the Group. Based on past experience, the Directors are of the opinion
that no provision for impairment is necessary in respect of these
balances as there has not been a significant change in credit quality
and the balances are still considered fully recoverable. The Group
does not hold any collateral or other credit enhancements over these
balances.

Included in the Group’s trade receivables are an amount due from the
Group’s joint venture of approximately HK$243,000 (2016:
approximately HK$531,000), which is repayable on credit terms
similar to those offered to the major customers of the Group.

The Group’s trade reccivables with a net carrying amount of
approximately HK$142,311,000 (2016: nil) was pledged to secure
the other borrowings of the Group as at 31 March 2017.

KTL International Holdings Group Limited

A0 UL A 3 (L 119 B2 5 B AR T B 2 47 B £
MA RS R B L E S A6 - MRt
KEBy > o S a8 B U 2w S A R AE O (3
i > R (5 SRR A T S8 By - T o 5 45
AT AR 2 PT A Bl [ o AR 32 [ SN 0 A2 5 A4
FEA AL AT HEA i BOH A B2 T 457 -

A [ (1) ) M SRR JE L R R AR AR [ A
Il 2 FRIE 4 BEA) B 243,000 I (2016 4F ¢
#1531,00095 70 ) © 3% 4% 3K T 2 7 A5 B K E
;&F‘%{’ A 25 L i) A A ) B K P AR A 4R B
Al -

#2017 F3H31H > A 4 W m o 4
142,311,000 # 7T (2016 4F © 1) 2 & 5 ME WK IE
ELEH > DUBRAREE 2 HAb S5 -
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21.

NOTES TO FINANCIAL STATEMENTS
0 5 R R B

31 March 2017

201743 H 31 H

PREPAYMENTS, DEPOSITS AND OTHER 20. TEATEKIE ~ $i 4 B il sk JE
RECEIVABLES

2017 2016
2017 4 2016 4F
HK$°000 HK$000
Tt T T
Prepayments FEA 3T 6,488 3,686
Deposits i 1,423 2,200
Other receivables oA R Uk OB 15,650 26,373

23,561 32,259
None of the above assets is either past due or impaired. The financial DL b SR A s AR TE bR A R e
assets included in the above balances relate to receivables for which P 45 il o B /KRR S RC Bk 2 RE ISR TE AR ) o
there was no recent history of default.
CASH AND BANK BALANCES AND PLEDGED 21, Bl R SRAT &6k B OB BRAT A7 K
BANK DEPOSITS
2017 2016
2017 4 2016 4F
HK$’000 HK$000
Tt THsoT
Total cash and bank balances, including B4 T SRAT & A
pledged bank deposits (CL 36 TR SRAT A7 50 207,585 148,741
Less: Pledged bank deposits for bank W O RAT R R B R
borrowings and facilities (note 23(a)) HEAP B ERA 7 A7 K (B 5T 23(a)) (55,495) (86,635)
Non-pledged cash and bank balances RACIT IR 4 S SRAT 45 0% 152,090 62,106
Denominated in: AR I B WS
HKS$ HESTH 138,896 29,681
Renminbi (‘RMB”) AR (TARYD 7,718 28,025
US$ ESH 5,475 4,392
Euro [ 1 8
152,090 62,106
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201743 H 31 H

21.

22,

114

CASH AND BANK BALANCES AND PLEDGED
BANK DEPOSITS (CONTINUED)

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short term time deposits are made for varying periods
of between one day and three months depending on the immediate
cash requirements of the Group, and earn interest at the respective
short term time deposit rates. The bank balances and pledged deposits
are deposited with creditworthy banks with no recent history of

default.

RMB is not freely convertible into other currencies. However, under
Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign exchange
business.

TRADE AND OTHER PAYABLES

21, B4 R SRAT &% R B O E A ERAT 2k (A])

SRAT &5 BR 45 R HSRAT A7 FOM 3 1 3 B A <5
B o SR WIAE S AE SO A F — O =R
J1 o AR A SR 4 B Ry BB SR N > M %
B8 M ORI 2R L o SRAT 45 R BLE KA A7 3R
T S A O JEE ok LA R R O ARAT R A -

ANRMWEAHE B i Ll A B - 2R > ARPE
o A 3t AP R BRAGR A9 ) % ot R~ R R AT
WE A, FHARAE ) » A% 4 1B T 3 2 6 452 A8 4
SETS R SRAT I N R W S A0 U A B

22. 5 KAt HEAF sk

2017 2016

2017 4F 2016 4F

HK$’000 HK$°000

Tt T

Trade payables & 5 BEAT 3K IE 81,258 41,927
Other payables HoAb A 3R IE 79,046 51,576
160,304 93,503

An aged analysis of the trade payables as at the end of the reporting
period, based on the invoice date, is as follows:

TR SR 2 8% 5% 1 2 90 14 B oy I AT AR
HRER AT N E

2017 2016

2017 4 2016 4F

HK$°000 HK$000

Tt Fisoc

Within 1 month — AN 31,853 27,321
1 to 2 months — EWifE A 19,920 2,040
2 to 3 months ME=MH 8,496 1,580
Over 3 months =18 A 20,989 10,986
81,258 41,927

The trade payables are non-interest-bearing and the credit period of
purchases ranges from 30 to 180 days. Other payables are non-
interest-bearing and have an average term of 1 to 3 months. The
Group has financial risk management policies in place to ensure that
all payables are paid within the credit timeframe.

KTL International Holdings Group Limited

5 REA IR A B H AR B (5 B F 30
KZE 180K o HABMER FRIETI A E H 1410
BR % — 28 =W o SR 1 O 20 it B 05 g e L
BORE > DA AR A MR AT A U £ B ] A AT
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INTEREST-BEARING BANK AND OTHER 23, #FEBRAT Bl B 3K
BORROWINGS
2017 2016
2017 4 2016 4F
Effective Effective
contractual contr: actual
interest rate Amount interest rate Amount
HEEHMR SH ERAHAR x|
(%) HK$’000 (%) HK$°000
FioL Fisoc
Current: Bpity -
Bank loans — Secured SRATE R — AR 1.56-3.28 132,438 1.31-4.01 226,086
Other borrowings HAth {54 6.00 100,000 — -
Maturity profile: AR -
On demand i BER R 232,438 226,086

HK Interpretation 5 “Presentation of Financial Statements —
Classification by the Borrower of a Term Loan that Contains a
Repayment on Demand Clause” requires that a loan which includes a
clause that gives the lender the unconditional right to call the loan at
any time (“repayment on demand clause”) shall be classified in total
by the borrower as current in the statement of financial position. As
at 31 March 2017, approximately HK$232,438,000 (at 31 March
2016: approximately HK$226,086,000) included a repayment on
demand clause under the relevant loan agreements, among which
approximately HK$7,658,000 (at 31 March 2016: approximately
HK$9,817,000) that are repayable after one year from the end of the
reporting period have been classified as current liabilities. For the
purpose of the above analysis, such loans are included within current
bank and other loans and analysed into bank and other loans
repayable on demand.

s RS 5 9% [ ISR 2 291 — (A E
TR BRI E R 2 e MR 2 0 M
5 30N TS B A I R A BB P A
2R (AR IR R AR ) B SO B ISR
WER BT © 7201743 H31H »
#1232,438,000% JG( JA20164F3 H31H &
226,086,000 5 7T ) Y5 A B Bk h e B & B 2
KEFEEGEN O AR AMG HPH
7,658,000% JC ( i 20164F3 H 31 H : 479,817,000
W5I0) 78 A U WA — AR R AR o SEE SO T
s > ARERGARE R T LA SR A >
B B ZE A R AR I 8R4 T S oM K o
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23.
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INTEREST-BEARING BANK AND OTHER
BORROWINGS (CONTINUED)

@)

(b)

The Group’s bank borrowings as at the end of the reporting period
are secured by:

)

(if)

(iii)

(iv)

)

(vi)

(vii)

mortgages over the Group’s leasehold land, which had a
net carrying amount at the end of the reporting period
of approximately HK$9,886,000 (at 31 March 2016:
approximately HK$10,213,000);

mortgages over the Group’s buildings, which had a net
carrying amount at the end of the reporting period of
approximately HK$17,350,000 (at 31 March 2016:
approximately HK$18,893,000);

mortgages over the Group’s prepaid land lease
payments, which had a net carrying amount at the end
of the reporting period of approximately HK$2,806,000
(at 31 March 2016: approximately HK$3,086,000);

the pledge of the Group’s bank deposits at the end of
the reporting period amounting to approximately
HK$55,495,000 (at 31 March 2016: approximately
HK$86,635,000);

the pledge of the Group’s available-for-sale investment
at the end of the reporting period amounting to
approximately HK$15,015,000 (at 31 March 2016:
approximately HK$14,470,000);

the pledge of the Group’s trade receivables of
approximately HK$69,162,000 as at 31 March 2017 (at
31 March 2016: HK$79,391,000); and

corporate guarantees provided by the Company and
certain subsidiaries of the Company.

The Group’s other borrowings as at the end of the reporting
period are secured by the pledge of the Group’s trade
receivables at the end of the reporting period amounting to
approximately HK$142,311,000 (at 31 March 2016: nil).

The bank and other borrowings and overdraft were

denominated in the following currencies:

23.

T BT RS B (80

@

TR A AR ARG FERAT B AT R A&
TR

@

(i)

(iii)

(iv)

)

(vi)

(vii)

Pl R IR EA S
9,886,000 7T (JA 201643 H31 H -
#710,213,000 % 7T ) AR £ H &
T b

S AR R T R E A S
17,350,000%5 G (jA20164F3 H 31 H -
#7 18,893,000 5 T ) 1) 4 48 [ B 5
454 5

REE MR R FEL S
2,806,000 #5 70 (74 20164F3 H31 H -
#13,086,000 #% 7T ) A 7S 45 [ FE AT £
AR BRI 34

RS > 84 555,495,000
gt (JA201653H31H : £986,635,000
H5I0) PYARLEEISRATAE KRS 5

AR > S84 £515,015,000%
Jt (A20164F3H31H 414,470,000
HET0) AL [ A 41 B A R R
H s

201743 H 31 H » REHSFEL
£469,162,000% 7T (201643 31 H -
79,391,000 #57C) 19 & 5 FE WK
i K&

Nl /N B S R ) VARSI R P
92> FIHAE AR o

o

A A ARG R A AL R T AAR
A5 [ 7 45 9 R 4 4 49 142,311,000 #5 9T
2B 5 E R IE (2016423 A 31 H - &)
FERIH -

SRAT S HoAth 823K S 5 S T A LA B ¥R
{H :

2017 2016
2017 4E 2016 4F

HK$°000 HK$°000

Tt Fisoc

HK$ ot 145,769 69,505
US$ I 86,669 156,581
232,438 226,086

KTL International Holdings Group Limited
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OBLIGATIONS UNDER FINANCE LEASES 24, ALK

The Group leases certain of its motor vehicles and office equipment A B (8] i JEL 7 R B LR o VR B M N A o
for its operations. These leases are classified as finance leases and have PR > WSS REE >
remaining lease terms ranging from one to five years as at the end of BAHEMRAF—FEHAE - raHEYEAE
the reporting period. All leases are on a fixed repayment basis and no R O Rt SRR N G S AT A
arrangements have been entered into for contingent rental payments. TPk o AR 4R A il R SR A T DA RN B L
The Group’s obligations under finance leases are secured by the & IR R -

lessor’s charge over the leased assets.

As at 31 March 2017, the total future minimum lease payments R20174E3 H31H > BEEEIE T B H & &K
under finance leases and their present values were as follows: FHEEAARE BT -

Present value of

Minimum lease payments minimum lease payments
o (AL 5 k0 H A AL B Ak I B
2017 2016 2017 2016
2017 4 2016 4F 2017 4§ 2016 4F
HK$°000 HK$000 HK$°000 HK$000
T#x T#T T#ou Tt
Amounts payable: JREAT#RIA
Within one year —4ER 1,824 1,021 1,580 927
In the second year B4R 1,824 752 1,654 692
In the third to fifth years, B AR AR
inclusive (ELIEE M) 2,614 953 2,466 922
Total minimum finance oI il G R B
lease payments HHEE 6,262 2,726 5,700 2,541
Future finance charges F A% i S (562) (185)
Total net finance lease payables  fil ;ﬁfﬁ% JEEAS R IE
KRR 5,700 2,541
Portion classified as current R TR B SR
liabilities (1,580) (927)
Non-current portion IR 4,120 1,614
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25.

118

DEFERRED TAX LIABILITIES

The movements in deferred tax liabilities during the year are as
follows:

25.

B SE B I B8
JRAER - RSERLEH A A B T

Loss available
for offsetting
future taxable
Provisions profits Total
WL LG R 2R
R R B i
4] Z kR At
HK$000 HK$000 HK$’000
Tt Fit T Fit T
At 1 April 2015 2015441 H (376) 132 (244)
Deferred tax charged during A AR AE R IE 52
the year (note 11) (K5t 11) 29 (11) 18
Exchange realignment T 50, 7 4% 1 -
At 31 March 2016 and 201643 A 31 H &
1 April 2016 201654 1H (346) 121 (225)
Deferred tax charged during A R AE B IE 3
the year (note 11) (BF&E11) (30) 19 (11)
Exchange realignment e 52, 8 8 1 1 -
At 31 March 2017 J#£20174F3 31 H (375) 139 (236)

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding
tax is levied on dividends declared to foreign investors from the
foreign investment enterprises established in Mainland China. The
requirement is effective from 1 January 2008 and applies to earnings
after 31 December 2007. A lower withholding tax rate may be applied
if there is a tax treaty between Mainland China and the jurisdiction of
the foreign investors. As at 31 March 2017 and 2016, no deferred tax
has been recognised for withholding taxes that would be payable on
the unremitted earnings that are subject to withholding taxes of the
Group’s subsidiaries established in Mainland China. In the opinion
of the directors, it is not probable that these subsidiaries will distribute
such earnings in the foresecable future. The aggregate amount of
temporary differences associated with investments in subsidiaries in
Mainland China for which deferred tax liabilities have not been
recognised amounted to approximately HK$49,196,000 (2016:
HK$41,999,000) as at 31 March 2017.

KTL International Holdings Group Limited

R P o 8 £ 3 A A B - % o B A ST Y A
P 180 A S ZER ) SR 3 IR A I S R
109% FEFOBL o 5ZHIE 2008 4F 1 A 1 HEA R
S Y2007 4E12 A 31 H A E AR B - 25
r B A i B A [ A 3 T e T R A S
FE > MBI G ] R AR ) FE OB R - R
20174 201643 H 31 H » ilff Ml A 4L | 7k vp
IR 1) L 35S R 2 ) R AT A o R o 2 ) T
AR TEA B AR BT o B HGB L > ZE M
J&& 25 7 AT RS A R K AT RE AT IR A BB R o
20174F3 A 31 H » B v B oy b i) B e 2 =110
TG A B Y R 25 AR AR 47 49,196,000 5 TC
(20164 41,999,000 #E TT ) 1 7% it 52 1 1 4iE Bl
THE i -
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DEFERRED TAX LIABILITIES (CONTINUED) 25. EAERIH £ (A1)
As at 31 March 2017, the Group has deductible temporary differences 201743 H31 H » AKE B vl J1 B e 1 2 58
of approximately HK$9,441,000 (2016: approximately #17%59,441,00045 70 (20164F = #75,470,0004570) >
HK$5,470,000), of which approximately HK$7,867,000 contributed HA ) £47,867,0007 70 £ E AR 1 AR E A A o
by the Hong Kong subsidiaries. No deferred tax asset has been P P A KR S 2 5 A I B T ) T AR & T
recognised in relation to such deductible temporary differences as it is SRR IR PR S B o KON R R S T 0B
not certain whether taxable profit will be available against which the R IE AL B E o
deductible temporary differences can be utilised.
As at 31 March 2017, the Group has unused tax losses of 201743 31 H » AREE RS ABEEIRD
approximately HK$23,510,000 (2016: approximartely £423,510,000% JT (20164F  %713,288,000 5
HK$13,288,000), of which approximately HK$261,000 (2016: JG) o AR B Y B A R R A A
approximately HK$688,000) atcributable to the subsidiaries in 261,000 %5 7T (2016 4F = %9 688,000 # 76 ) f7 1% 74
Mainland China, will expire after five years of accounting year when LHERMNEFHEE LRI o 8 T &8
the losses were incurred. The remaining balance can be carried D 48 P 268 o A A [l 3 R A 0 T O B TR R AR
forward indefinitely. Deferred tax assets have not been recognised in IERBLIEE R - R AR RZAE R R M A Bl 2 2
respect of these losses as they have been arisen in subsidiaries that b — BEWEIH] > BAE R A R KA e gk
have been loss-making for some time and it is not considered probable JRE LB U ) DA I 81 5% 5 4 o
that taxable profits will be available against which the tax losses can be
utilised.
SHARE CAPITAL AND SHARE PREMIUM 26. A B St Byt 0
2017 2016
2017 4 2016 4F
HK$°000 HK$’000
Ti#7t T
Authorised: HIE ¢
2,000,000,000 (2016: 2,000,000,000) 2,000,000,000 ;&
ordinary shares of HK$0.005 each (2016 4F : 2,000,000,000 /1)
(2016: HK$0.005 each) T {F£.0.005 #5 7T
(20164F + & i £ 0.005 #5 7T)
A e % 10,000 10,000
Issued and fully paid: EEAT R
160,000,000 (2016: 160,000,000) 160,000,000 &
ordinary shares of HK$0.005 each (2016 4F : 160,000,000 i)
(2016: HK$0.005 cach) 5B T {H.0.005 #5 7T
(20164F + &/ {E0.005 # 7T)
A X4 % 800 800
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26.

120

SHARE CAPITAL AND SHARE PREMIUM

(CONTINUED)

A summary of movements in the Company’s authorised and issued

26, JBA B i 1 (46)

AN T 2 B CLBEAT AR LA e B A5 v 17 528 B M

share capital and share premium as follows: R -
Number of
Shares Share Share
in issue capital premium Total
[®E2EF)
Jietn #H JRe AR Bt ¥ kil
Notes HK$’000 HK$’000 HK$’000
i Tt Tt Tl
Authorised: B
As at 31 March 2015 and R20154:3 H31 H %

1 April 2015 201544 1H 1,000,000,000 10,000 - 10,000
Subdivision of shares i) ZigT (@  1,000,000,000 - - -
As at 31 March 2016 and R20164E3 H 31 H %

31 March 2017 20174F3 H 31 H 2,000,000,000 10,000 - 10,000
Issued and fully paid: CEAT IR -

As at 31 March 2015 and J#20154E3 31 H &

1 April 2015 201554 H1H 80,000,000 800 60,374 61,174
Subdivision of shares JRHE TR @ 80,000,000 - - -
As at 31 March 2016 and 201653 H 31 H &

31 March 2017 201743 31 H 160,000,000 800 60,374 61,174
Notes: Bt 5E
(a) Pursuant to an ordinary resolution passed at an extraordinary (a) MRPEIY 2015 45 10 H 22 H 2247 19 AR Al K

general meeting held on 22 October 2015, the authorised shares of
the Company were increased from 1,000,000,000 shares to
2,000,000,000 shares and the issued shares of the Company were
increased from 80,000,000 shares to 160,000,000 shares by
subdivision of the par value of each share of the Company
originally HK$0.01 each into HK$0.005 each, ranking pari passu
in all respects with the existing shares of the Company.

KTL International Holdings Group Limited

o b R R B AR H
JI JBE A5 T L FR DB 1) 5 T 0.01 Hs T HF A 2
B 1B 0.005 85 70 - AN R IE E IRA D B
1,000,000,000 % % 43 44 2= 2,000,000,000 1% %
1y > B AR ® B 2B AT A £ B 80,000,000
J% 3 %5 160,000,000 % » 5% %5 I 403 i 4510 5
A7 BN ) (1 35 A B0y =2 5 R S5 RE R o



27.

28.

RESERVES

The amounts of the Group’s reserves and the movements therein for
the current and prior years are presented in the consolidated statement
of changes in equity of the financial statements.

Statutory surplus reserve

In accordance with the relevant law and regulations in the PRC, each
of the subsidiaries of the Company that was registered in the PRC is
required to appropriate 10% of the annual statutory profit after tax
(after offsetting any prior years’ losses), determined in accordance
with the PRC General Accepted Accounting Principles, to the
statutory reserve until the balance of the reserve funds reaches 50% of
the entity’s registered capital. The statutory reserve can be udilised to
offset prior years’ losses or to increase capital, provided the remaining
balance of the statutory reserve is not less than 25% of the registered
capital.

Merger reserve

The merger reserve of the Group represents the reserves arising from
the Reorganisation for the purpose of the Listing.

Capital surplus

On 28 July 2014, a balance due to the immediate holding company
of the Company amounting to HK$105,366,000 was capitalised as
equity of the Group.

NOTES TO THE CONSOLIDATED STATEMENT
OF CASH FLOWS

Major non-cash transactions

(a)  On 28 July 2014, a balance due to the immediate holding
company of the Company amounting to approximately
HK$105,366,000 was capitalised as equity of the Group.

(b)  Pursuant to an ordinary resolution passed on 29 July 2014, a
total of 1,000,000 ordinary shares of HK$0.01 each were
issued at par by the Company to KTL International (BVI) in
return for acquisition of Info Dragon, Golden Charter,
Landclick, Rich Delta and True Success in the Reorganisation.

27.

28.

NOTES TO FINANCIAL STATEMENTS
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fii
AR R AR A T A A 10 Aok A 4 R T B T 1 B
PR ARG S SR By R 251 o

5 2 B G

AR o R B O B B A v B R AT P AR
125 B TR 2 R ZE 438 1090 AR 45 P B A RR R JR
JUJ et 7 119 4 B2 0 5 PR BELAR Ui M) (AR IS 35 A i 8
TR E R RAR) BIEE M B2 MR
T B B2 R A 509 £ 1L o B IRE A
AT P HR A T AR BE s R U A3 > ek e
AR T A BR A D IR REI EAR 19 25% -

B D Gl i
AR B 1Y DF Aot TR i s AL G A A A o

& A B

201447 A28 H » JEATAS LN 7] B8 A 7
2 GERRTE 105,366,000 #E TC B B AL A4 [ 4
35

B B WA A W

FEEHERH

(@ 201447 H28 H » JEA AN 7 H 4
JBE 2N 7 45 8% 49 105,366,000 # T T LLE
A B AL FIMERS o

(b)  ARIEIR20144F 7 A 29 H 3 i 1) 15 48 Pk
% > A 351,000,000 B B BT 0.01 # T
14 3K 428 8 O pR A 2 w7 AR o4 T (B g
17 = A0 B B ®BVD » BLAE 5 I i Info
Dragon * Golden Charter * Landclick * Rich
Delta } True Success F#EHE -
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29.

30.

122

OPERATING LEASE ARRANGEMENTS
As lessee

The Group leases certain of its premises and office equipment under
operating lease arrangements. The leases are negotiated for terms
ranging from one to five years with fixed monthly rentals.

At 31 March 2017, the Group had total future minimum lease
payments under non-cancellable operating leases falling due as

29. MEMBERHE
PV UN

A S AR AR A A 0 2 DAL B H T 0 28 RO
B o A BRI G 4% [ i A ML AR —
FETAFHE o

201743 A 31 H > ASE BIAR SR AS AT filBH 28 7
L5 T 280 1 2R A€ S A 22 e TG AL 46 45F 3K 4 %

follows: T

2017 2016
2017 4F 20164
HK$°000 HK$’000
Tt T U
Within one year — N 4,004 2,825
In the second to fifth years, inclusive BRI (B E EmAE) 1,856 4,634
5,860 7,459

COMMITMENTS 30. &

At 31 March 2017, in addition to the operating lease commitments
detailed in Note 29, the Group had the following capital
commitments as at the end of the reporting period:

Contracted, but not provided for: EHESEN R

CIP TR

2017453 H 31 H > BRI EE 29 wEak i) 2848 &
HRYE AL > AR R IR R A DL B AR

B
2017 2016
2017 4 2016 4F
HK$°000 HK$°000
Tt Fioc
2,587 3,107

KTL International Holdings Group Limited



31. RELATED PARTY TRANSACTIONS

(a)

(b)

(©

In

fin

addition to the transactions detailed elsewhere in these
ancial statements, the Group had the following material

transactions with related parties during the year:

()

(if)

During the year, total service fee of approximately
HK$125,000 (2016: approximately HK$33,000) were
paid to Guarantee Travel Limited, an entity controlled
by a close family member of a director of the Company,
for provision of reservation services for tickets and hotel
accommodation etc. to a subsidiary of the Group. The
service charges were based on the terms and conditions
mutually agreed between both parties.

During the year, the Group’s sales to Dynamic Tactics
(Hong Kong) Limited, a joint venture of the Group,
amounted to approximately HK$871,000 (2016:
HK$547,000). The sales were based on the terms and
conditions mutually agreed between both parties.

Outstanding balances with related parties:

Details of the Group’s amount due from its joint venture and

trade balance with its joint venture are disclosed in notes 16

and 19 to the financial statement, respectively.

Compensation of key management personnel of the Group:

NOTES TO FINANCIAL STATEMENTS
0 5 R R B

31 March 2017

201743 H 31 H

31. BB 5%
@@  BRZEMBIRERFEL SN - RN
ARG S — 47 R W A7 AR DA R E 2L

() FMER s IRBS E F A%E £9125,000
5 IG (2016 4F & £933,000 5 70) L3
T PR A R A F > — R\ A
ANFIERIEBRZERNERE > B
Ly ) A 2 1) — R o > m) i b 2
K T FEFT IRES o IR T MR i 8
FE A 5 ek S e Al 22

() AFEAN - AREE T EE BB A
Dynamic Tactics (Hong Kong) Limited
B Hh 14 8 15 BB 40 1 871,000 75 T
(20164F = 547,000 % G ) » A B 85
T AR Ry ) B 2 K S i
17 e

(b) BRI 7 0K BB
s 1 5 2 20 R BRIELRD A4 8 7
5 55 0 N 23 LRSS 0 2 I 1670119
i -

(0 AHEF LB LE A I

2017 2016

2017 4% 20164F

HK$’000 HK$’000

Tt Tisoc

Short-term employee benefits 5 e B AR A 14,662 16,728

Pension scheme contributions BRIk 87 90
Total compensation paid to key AT EEEHEAAN

management personnel H Aa %E 14,749 16,818

Further details of directors’ remuneration are included in note

9 to the financial statements.

RMEE9 -

7 T S T 4 3 — 2 15 RO B S

2017 Annual Report 4FJEH 123



NOTES TO FINANCIAL STATEMENTS

10 5 R B
31 March 2017
201743 H 31 H

32.

124

FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial

instruments as at the end of the reporting period are as follows:

Financial assets

<2 i

32, FEFUH B 5 Sk T H
A AR A S A T B B R T (B0

2017 2016
2017 4F 20164F
HK$’000 HK$000
Tt FHsoT
Available-for-sale financial asset: AT R E
Available-for-sale investment EIEETak:xi'd -y 15,015 14,470
Loans and receivables: B R K TE
Trade receivables & 5 FE WK 176,125 185,936
Financial assets included in prepayments, AT I ~ % &
deposits and other receivables HA PSR T 1 <5 A 14,000 24,663
Pledged bank deposits CHEATERAT A3k 55,495 86,635
Cash and bank balances 4 KSR AT S 152,090 62,106
412,725 373,810
Financial liabilities &g
2017 2016
2017 4 20164F
HK$’000 HK$000
Tt FHsIC
Financial liabilities at amortised cost: FEHIE B R AR B B 11 4 7l B i
Trade payables B 5 MEAT OE 81,258 41,927
Financial liabilities included in other payables T A A B A T 1Y <6 il £ 39,884 49,074
Interest-bearing bank and other borrowings whBERAT R H A K 232,438 226,086
Obligations under finance leases il FH B RIS 5,700 2,541
359,280 319,628

KTL International Holdings Group Limited



33.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

The carrying amount and fair value of the Group’s financial
instrument, other than those with carrying amounts that reasonably
approximate to fair values, is as follows:

33.
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e O S B oy SR AH I 2%

A B2 T < L MR R R 2 AUAELAH - BRAR Lk
W i (L AT A5 B M A 558 SR (R LA - il
T

Carrying amount Fair value
R T L AP
2017 2016 2017 2016
2017 4% 20164 2017 4 20164F
HK$°000 HK$000 HK$’000 HK$000
BRI THsoT ARy Tt
Financial asset 4 il
Available-for-sale investment af 15,015 14,470 15,015 14,470

The fair value of available-for-sale investment has been estimated at
the surrender value of the Policy as disclosed in Note 17 as at the end
of reporting period. As there is no active market to demonstrate the
fair value of the available-for-sale investment, and the potential exit
price in a hypothetical transfer of the available-for-sale investment to
another market participant cannot be reliably estimated, the directors
believe that the estimated fair value resulting from the surrender
value, which is recorded in the consolidated statement of financial
position, and the related changes in fair value, which are recorded in
other comprehensive loss, are reasonable, and that it was the most
appropriate value at the end of the reporting period.

Management has assessed that the fair values of cash and bank
balances, pledged bank deposits, trade receivables, financial assets
included in prepayment, deposits and other receivables, trade
payables, interest-bearing bank borrowings and financial liabilities
included in other payables approximate to their carrying amounts
largely due to the short term maturities of these instruments.

The fair value of the non-current portion of obligations under finance
leases has been calculated by discounting the expected future cash
flows using rates currently available for instruments with similar
terms, credit risk and remaining maturities. The fair value of the non-
current portion of obligations under finance leases at the end of the
reporting period approximates to its corresponding carrying amount.

WA R 17 I 4 e 2 A SUIAC T ke AR B
FUAB Rl w1 SR (AR RAB B o o A I 1
R B AT {3t 45 BOEAE o] i B H
i 2 2 B B BB A > SR - DL RS
Rty DB RS R RE AT SEffial > R MR AR
TEAE > T8ROSR AE BB LAY £ fF 2 7 A 1Y
iRt SURAE - A SR B R s iE Rt
A A &5 A e TR A 2R - T LS PR R R
AR Rd B

R LA R B MERAT A BR > CLELITER
FIAER > 5 EGRIE » FH TR SR 4 I
JFC A R ORI ) S B R B B AT RO R
SERAT R MR BB I R EOH KA
b B A R T 1) < Y ) 2 AP (B B NR T
B > BB RS THR I MBI -

Al AL B R A8 I T R O 2 8 S (B T R
ARGR > {5 B B SR 4 0 1 TR 9 B
PRI B R AR B 75T - VB LR
TR T L B 0 R A SR 2 2 B (A
JE AR T (LA 7
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33. FAIR VALUE AND FAIR VALUE HIERARCHY OF 33. il TH A RAE KA fulf g 4 (%)
FINANCIAL INSTRUMENTS (CONTINUED)
Fair value hierarchy 2 el A e Bk
The following table illustrates the fair value measurement hierarchy of TR LS THEEN SR LA REER
the Group’s financial instruments: 2IER
Asset measured at fair value: DA RBEEFBENEE
As at 31 March 2017 201743 A 31 H

Fair value measurement using

B A=
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

i B T EAFPE ERATELE
i fe LN 8 i A\ B b8

(—#k) (Z#) (Z#) fat
HK$°000 HK$’000 HK$’000 HK$000
Tt Tt Tt T
Available-for-sale investment GIRE R e - - 15,015 15,015
The movements in fair value measurement within Level 3 during the N AEEF R A 3 BB T
year are as follows:
2017 2016
2017 4F 2016 4F
HK$’000 HK$’000
T THsIC
Available-for-sale investment: CIES i i'd -y
At 1 April W4aH1H 14,470 -
Addition B - 18,020
Exchange realignment FE 5, A 4 25 -
Change in fair value recognised in other Hofth 2 i s 8 TP RE SR ) AN F(E A E
comprehensive loss 520 (3,550)
At 31 March R3H31H 15,015 14,470
The Group did not have any financial liabilities measured at fair value RAEMEAE 201743 A 31 H 2201643 A 31 Hif:
as at 31 March 2017 and 31 March 2016. N S ERHE R S B A A -
During the year, there were no transfers of fair value measurements TAAE TR > M AR B 1R AR R 2 B AN oA ( E A
between Level 1 and Level 2 and no transfers into or out of Level 3 T % 4 W1 3 10 o Tl 2 R 4 i 2 5 il A ik
for both financial assets and financial liabilities (2016: Nil). i (20164E © f®) -
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34.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s principal financial instruments, comprise interest-
bearing bank and other borrowings, obligations under finance leases,
cash and short term bank deposits. The main purpose of these
financial instruments is to raise finance for the Group’s operations.
The Group has various other financial assets and liabilities such as
trade receivables and trade payables, which arise directly from its
operations.

The Group’s exposure to market risk (including interest rate risk and
foreign currency risk), credit risk and liquidity risk arises in the
normal course of its business. These risks are managed by the Group’s
financial management policies and practices described below:

Interest rate risk

The Group is exposed to fair value interest rate risk in relation to
fixed-rate other borrowings. The Group’s exposure to cash flow
interest rate risk relates principally to the Group’s bank borrowings
which are based on the Hong Kong Interbank Offered Rate and
London Interbank Offered Rate. The Group mitigates the risk by
monitoring closely the movements in interest rates and reviewing its
banking facilities regularly. The Group has not used any interest rate
swap to hedge its exposure to interest rate risk.

As at 31 March 2017, if the interest rates on borrowings had been 50
basis points higher/lower, which was considered reasonably possible
by management, with all other variables held constant, the loss after
tax for the year would have been increased/decreased by
approximately HK$580,000 (2016: approximately HK$1,000,000)
as a result of higher/lower interest expenses on bank borrowings.

Foreign currency risk

The Group has transactional currency exposures. Such exposures arise
from sales or purchases by operating units in currencies other than the
units’ functional currencies. The Group manages its foreign currency
risk by closely monitoring the level of foreign currency balances. The
Group currently has not entered into any foreign currency forward
contracts to hedge against foreign currency risk. Management will
consider hedging foreign currency exposure should the need arise.

34.
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ACSE F ) T RE TR SRR T RO £
AL R - Bl RO ERATAE K
SGEMTHEEMRAAEMELSEESE -
ARG A L AR HL ) 2% L A
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A% 52 [ TR B A — P S A A o A G T 3
Bor (B4 Il 5 Sl B S 1 B )~ s B B it
0 i S o A AR T ) 5 A R ISR B 1 41
LAY S R A T

7] 32 )l B

A TR B A DT R R A i B A (R
IR B o A% 2 [ T I ) B < L ) 3 By B
A G 0 e o AT (] SE 7 R RS I SRAT £ AN
BH o A% G P i 4 ) B 1 R S A ) T 2 I A
FLERAT B P AR By o AR 2 ) 189 R (o A AT 1)
FREGI] DA 3 P JEL B ) R R B,

201743 H 31 H > A {5 88 F 24245 1 58 1
A HEA LR AN,k 50118 3% B BT A Ho At v]
TR 26 A AN > A4 1R I ol 7% s 404 34 om0
#1580,000 #5 JT (2016 4F : %1,000,000 5 7T ) >
T B SR AT S RIS BA S 8 i, BTk o

B L B

ASEBITE RS Gy EA BB o BUAE Ja B IR
B DA B D R W DAS 2 B A T B R T
FEAE o A SR A IR U L PR AN I A KT B
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34. VR BE A PE H OB R BOR (8)
AND POLICIES (CONTINUED)
Foreign currency risk (continued) A1 s SR B (%)
The carrying amounts of the Group’s monetary assets and monetary 7 S ) A i 0T OR DA 45 4 I BT B Y o B R LA
liabilities denominated in foreign currencies, i.e. currency other than SNSRI B E LB AMG (EE R
the functional currency of the respective group entities, which are B N TE ~ HoA R E  RAT AR ®
mainly trade receivables, other receivables, bank balances, trade and Sy Je oA RE AT 3R IE AR AT ) o HURTR(E A
other payables, obligations under finance leases and bank borrowings, (N

at the end of the reporting period are approximately as follows:

Assets Liabilities
¥ faf
2017 2016 2017 2016
2017 4% 20164 20174 20164F
HK$°000 HK$’000 HK$’000 HK$000
T#x ERCE T#x T
Us$ BV 153,061 142,902 154,138 199,307
RMB NG 51,158 80,695 3,599 233
Since HKS$ is pegged to US$, the Group does not expect any FH A M T B 5 STl AR SEE FE IS T R FE T
significant movements in HK$/US$ exchange rate. {147 BEE 314 S € HH BT A E R A2 ) o
The following table demonstrates the sensitivity to a reasonably T 2 5 B e i i A R AR A BB AA s 4R (A
possible change in the RMB exchange rate, with all other variables B E N A S E) TR BN R R
held constant, of the Group’s loss after tax. R A BIAT A s ) I T A At T A8 R R AR FEAS
B URE o
Increase/ Decrease/
(decrease) in (increase) in
RMB rate loss after tax

N B B 1 s 1R
7t (CF k) WA, ()

% HK$000
% Tt
2017 2017 4
If the Hong Kong dollar weakens against the RMB i T S0 N R (8 5% 1,986
If the Hong Kong dollar strengthens against the RMB i s 7T 5 N R W THE (5%) (1,986)
Increase/ Decrease/
(decrease) in (increase) in
RMB rate loss after tax
N B B R P B 1% s 1R
LI CFRE) W /(i)
% HK$000
% Tt
2016 20164
If the Hong Kong dollar weakens against the RMB 7 T S0 R 2 (8 5% 3,359
If the Hong Kong dollar strengthens against the RMB A1 T S0 R THE (5%) (3,359)
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34.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (CONTINUED)

Credit risk

The carrying amounts of cash and cash equivalents and trade
receivables represent the Group’s maximum exposure to credit risk in
relation to financial assets. All the Group’s cash and cash equivalents
are held in major financial institutions located in the PRC and Hong
Kong, which management believes are of high credit quality. The
Group has policies in place to evaluate credit risk when accepting new
business and to limit its credit exposure to individual customers. The
directors consider that the Group does not have a significant
concentration of credit risk.

Liquidity risk

The Group aims to maintain sufficient cash and credit lines to meet
its liquidity requirements. The Group finances its working capital
requirements through a combination of funds generated from
operations and other borrowings.

The table below summarises the maturity profile of the Group’s non-
derivative financial liabilities at the end of the reporting period based
on contractual undiscounted payments including interest payments
computed using contractual rates.

31 March 2017

NOTES TO FINANCIAL STATEMENTS

0 5 R R B
31 March 2017
201743 H 31 H

34. S5 be A BE H R K B3R ()

i B B

B 4 e B4 S () % B2 5 MBS L 4 A T (L2
AR 10 P T A R < S e £ IR
A T ) B 4 B B4 S (B W S A At 2 78 P
Lol B B A8 2 U R BRI 0 E 2l
TR o ACSE B O 2 BUR > A3 AR S5 IRy o
fili {5 B2 R B S R ) HL BT R 2 2R B B % R
fEEEEBR o HERRR A > ACHE A 0 O A 4R
R -

i B B < L B

A S T SO T MR T L 0 B B AR RRLEE LA
LB A TR o AN P A T R A
He LHAME I WL B EE SR -

T AR A A G T SRR TR R B BT
AR CELIEE & 2R 25 5 FILE ROR) 19 R AT
A AE D -

201743 H 31 H

On demand

or less than
1 year Over 1 year Total

i R IR
AR — A A At
HK$’000 HK$’000 HK$’000
Tt Tt Tt
Non-interest-bearing payables ANFFEEAT A 121,142 - 121,142

Interest-bearing bank and FHESRAT R H AL A

other borrowings 232,438 - 232,438
Obligations under finance leases Bl SR IE 1,824 4,438 6,262
355,404 4,438 359,842
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34.

130

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (CONTINUED)

Liquidity risk (continued)

34. S5 Be R H R R B3R ()

it B e 4 LB (48)

31 March 2016 201643 H 31 H

On demand

or less than
1 year Over 1 year Total

BRI
D4 s — 4 Hast
HK$’000 HK$’000 HK$’000
THsoT Tkt Tt
Non-interest-bearing payables ANt B REA 0E 91,001 — 91,001
Interest-bearing bank borrowings AT R 226,086 - 226,086
Obligations under finance leases Fil R B R A 1,021 1,705 2,726
318,108 1,705 319,813

As detailed in note 23 to the financial statements, as at 31 March
2017, bank and other borrowings in the amount of approximately
HK$232,438,000 (2016: approximately HK$226,086,000) are
included in the current portion of the interest-bearing bank and other
borrowings. The relevant loan agreements of these borrowings include
a repayment on demand clause which gives the bank the
unconditional right to call the loan at any time and therefore, for the
purpose of the above maturity profile, the said amount is classified as
“On demand or less than one year”. Notwithstanding the repayment
on demand clause, the directors believe that the loans will not be
called in their entirety within one year, and consider that the
borrowings will be repaid in accordance with the maturity date as set
out in the loan agreements. In accordance with the terms of the loan
agreements, the maturity profiles of the loans as at the end of the
reporting period were spread with, based on the contractual
undiscounted payments, as below:

RN A FS R B 23 Bradt > A 201743 A 31 H >
SRAT M HAth £ R4 £ 232,438,000 #: IC (20164F -
#1226,086,000#570) > HIFEAGHESRAT K HAh &
AR ENRAY o 2SR A BB A
AT SR IR A R Ak > SR AT A8 P57 T A AT o] I
TR BORER] » PR - il 13l 31 309455 ol i
T bR AR B R RFE DA —4F | o
B A R BRI OR R > ERR AL
AN A —AE N R S A S W RR B AR E
AR B K R T A B R - AR
BB R A RS AR B B S AR
REBLAT 3B S DS L R A F

2017 2016

2017 4 20164

HK$°000 HK$’000

T#n T

On demand or within one year RERRFE— AN 224,780 216,269
In the second year B4R 1,802 2,159
In the third to fifth years, inclusive FEERELF (BT REWF) 5,406 5,405
Over five years FAFELL B 450 2,253
232,438 226,086
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34.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (CONTINUED)

Capital management

The Group’s objectives when managing capital are to safeguard the
Group’s ability to continue as a going concern in order to provide
returns for shareholders and to maintain an optimal capital structure
to reduce the cost of capital.

The Group manages its capital structure and makes adjustments to it
in light of changes in economic conditions. To maintain or adjust the
capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders, or sell assets to reduce
debt. No changes in the objectives, policies or processes for managing
capital were made during the years ended 31 March 2017 and 2016.

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

The Group monitors capital using, inter alias, a gearing ratio which is
net debt divided by total equity plus net debt. Net debt includes
interest-bearing bank and other borrowings and obligations under
finance leases, less cash and bank balances. The gearing ratio as at the
end of the reporting period is as follows:
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St 5 DL B A B H AR B BOSR ()

BAE

ASE A BLE AR B AT PR R S P R A A
REJT > oy IS SRAI St [k LA B A5 e A A
LAREAR B A BAS -

A A5 [ LS A A S R 8 SR L ) A B 1
AR o B HERR O R G AR - ARAEE T BE
SRR ) SR AT RO IR, ~ T MR R A A e
SRR DU BT o B E 2017 4F K 2016 4F
3H31 HIEFE > FREAG N EE - BUR
BRI B AT ] S ) o

A% 52 [0 L U ) AR R o A T R B Y
— ROy > B A A B A
HE B Y SRR o AR S AR A SR R
SEAHBCR B B AT R R R A RS > DAP- i
HARLEME

ASE B R L L4 & B R R (R
IR DAHE 5 AR U0 (5 1R D AR EAR » 1]
B AR LR TSR AT RO Al R~ B R UK
PRI B S SRATAE R o A IR 10 7 ALK
AT

2017 2016

20174 20164F

HK$°000 HK$000

Ry T kT

Interest-bearing bank and other borrowings FEESRAT S A B K 232,438 226,086
Obligations under finance leases & FH ERIE 5,700 2,541
Cash and bank balances 4 R AR AT 45 R (152,090) (62,106)
Net debt B I 86,048 166,521
Equity attributable to owners of the parent B AT A REAL HE 45 321,264 352,613
Total equity plus net debt R At AR n 55 13 4 407,312 519,134
Gearing ratio EEAELR 21.1% 32.1%
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35.

132

STATEMENT OF FINANCIAL POSITION OF THE 35.

COMPANY

Information about the statement of financial position of the

Company at the end of the reporting period is as follows:

AR 2 ) 0 5K D

AR R R AR A B IR DL R AR

2017 2016
20174 20164
HK$’000 HK$000
Tt THET
NON-CURRENT ASSETS W B &
Investments in subsidiaries S ) UNGIE =, 108,683 143,155
CURRENT ASSETS ik ih<gz3
Cash and bank balances B4 JSRAT 45 R 125,012 14,485
Due from a subsidiary R s — [ B JBg 2 ) R - 46,878
Prepayments VA 2 TE 158 38
Total current assets i B A E AR (A 125,170 61,401
CURRENT LIABILITIES WE AE
Financial guarantee liabilities (note a) BB PE R AR (B st a) 791 15,487
Due to subsidiaries JEAST R & 2\ ) kI 1,822 602
Other payable FHoAl AT 30 680 -
Total current liabilities mEAEER 3,293 16,089
NET CURRENT ASSETS it Bl B A VA 121,877 45,312
Net assets B 230,560 188,467
EQUITY HE £
Share capital &S 800 800
Reserves (note b) it (B D) 229,760 187,667
Total equity WE 5 4858 230,560 188,467
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35.

STATEMENT OF FINANCIAL POSITION OF THE
COMPANY (CONTINUED)

Notes:

@

(b)

As at 31 March 2017, the banking facilities with carrying amount
of approximately HK$335,117,000 (2016: HK$565,562,000)
granted to certain subsidiaries of the Group by the banks were
guaranteed by the Company and were utilised to the extent of
approximately HK$132,438,000 (2016: HK$226,086,000).
Management has assessed the fair value of these guarantees and has
recognised financial guarantee liabilities initially at fair value and
subsequently at amortised cost. As at 31 March 2017, the financial
guarantee liabilities of approximately HK$791,000 (2016:
HK$15,487,000) was recognised by the Company.

A summary of the Company’s reserve is as follows:

NOTES TO FINANCIAL STATEMENTS
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35. AnwMER DR (4)

UEE

@

(b)

201743 H31 H » feRATI T A4 [H
b 88 2N ) R T (49 4 335,117,000 #E IG
(2016 4F 1 565,562,000 #% 7T ) 4147 Al & %8 )%
H A wlAE R - Sl B 49 132,438,000 #5
JG (20164 © 226,086,000%5 6 ) - & Mg L
FEAN BZ S AR SR (E o 0 R A Ao
AT W AR TERR > AR e BB AR T o R
201743 H 31 H A/ A e 58 B 8 5 1% £
#1 F5791,0009 JC (20164F © 15,487,000 #&

Jo) o

A FEHIRE T -

Share Merger Capital Retained
premium reserve  surplus  earnings Total
eyt AOFREM EARRS REEM At
HK$000 HK$000 HK$000 HK$000 HKS$000
T T T Tl Tl
Asat 1 April 2015 R20154FE4 H 1 H 60,374 1,940 105,366 1,381 169,061
Profit and total comprehensive AT A T 1R A T LA 4 AR
income for the year - - - 18,606 18,606
As at 31 March 2016 and 1 April 2016 J#20164F3 A 31 H &
20164F4 1 H 60,374 1,940 105,366 19,987 187,667
Profit and total comprehensive AT A T 1R A T AL 4 AR
income for the year - - - 42,093 42,093
Asat 31 March 2017 201743 A 31 A 60,374 1,940 105366 62,080 229,760
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36.

134

EVENT AFTER THE REPORTING PERIOD

Placing of new shares under the general mandate and issue of
unlisted warrants under the specific mandate

The Company entered into a placing agreement (the “Placing
Agreement”) date 5 May 2017 with First Shanghai Securities Limited
(the “Placing Agent”) pursuant to which (i) the Placing Agent agreed
to procure (by itself or through its respective sub-placing agent(s)), on
a best efforts basis, not less than six placees (the “Placees”) to subscribe
12,600,000 new shares (the “the Placing Shares”) at HK$5.06 per
Placing Share (the “Placing”); and (ii) the Company agrees to issue,
and the Placing Agent agrees to procure, on a best efforts basis, each
placee who subscribed for any placing shares to subscribe such
number of warrants as equal to such number of Placing Shares at the
warrant issue price of HK$0.20 per warrant and initial exercise price
of HK$7.00 per warrant share (the “Warrant Issue”).

The placing of new shares was completed on 16 May 2017 and an
aggregate of 12,600,000 Placing Shares have been successfully placed
by the Placing Agent and were allotted and issued to not less than six
Placees at the placing price of HK$5.06 per Placing Share,
representing approximately 7.30% of the issued shares of the
Company as enlarged by the allotment and issue of the Placing Shares
immediately after completion of the Placing. Further details are set
out in the Company’s announcement dated 5 May 2017 and 16 May
2017 respectively.

The net proceeds from the Placing, after deducting the placing fee,
stamp duty and other related expenses payable by the Company, is
approximately HK$62.5 million, which is intended to be used by the
Company as general working capital and for future possible business
expansion in local and overseas and investment opportunities of the
Group.

KTL International Holdings Group Limited
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36.

37.

EVENT AFTER THE REPORTING PERIOD
(CONTINUED)

Placing of new shares under the general mandate and issue of
unlisted warrants under the specific mandate (Continued)

Completion of the Warrant Issue is conditional upon (i) the passing
of the necessary resolutions by the Shareholders approving the
Warrant Issue and the allotment and issue of the Warrant Shares as
contemplated under the Placing Agreement; (ii) the approval of the
Warrant Issue by the Stock Exchange in accordance with the Listing
Rules and the Listing Committee granting the listing of, and
permission to deal in, the Warrant Shares; and (iii) the completion of
the Placing having taken place.

In the event that any of the conditions set out above in relation to the
Warrant Issue is not fulfilled by 31 July 2017 (or such date as may be
agreed by the parties in writing), all rights and obligations in the
Placing Agreement in relation to the Warrant Issue shall cease and
terminate and none of the parties to the Placing Agreement shall have
any claim against any other party in relation to the Warrant Issue for
costs, damages, compensation or otherwise, except for any antecedent
breaches thereof.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by
the board of directors on 6 June 2017.

36.

37.

NOTES TO FINANCIAL STATEMENTS

0 5 R R B
31 March 2017
201743 H 31 H

e ok 1911 R 0E (4])

AR — e 452 M T 550 e B AR 8 e ) 452 it %
TR b i i (4

B R R AT ZR A (i) SRR R I B e R AT
B RS B I % % R AT SR R A7 T R 1 R
AR 5 (i) WSS BT AR A L TIT AR P 2 B AT AR RO
i K b2 B v AR R Ly BT R E
B0 (i) S8 UL IR o T SE A o

A1 b 0 A AT BE AT R AR R (A M 28 SR RE A 2017 4F
7 131 H B i (8sT 4977 2 i m] 2 0 Hofth B 180)
PEEL > PR T B AT R R AR 1 T A R B
BAT AR A 1k > B 1 ek 25T At
A7 R TR RE 8 1) HL A O 42 s AT AT BLAS ~ HB 2% - Al
FE Bl HAt H 2R > M PR 2P i 2 I T e B B 4D o

b £l 5 S B

EHREE R 201746 A 6 H Lk K 52 HE ) 38 A
WL -

2017 Annual Report 4EJEH 5 135



FINANCIAL SUMMARY
S 5 W 22

RESULTS 3
Year ended 31 March
#E3H31 HILERE
2017 2016 2015 2014 2013
2017 4 20164F 2015 4F 2014 4F 2013 4F
HK$’000 HK$°000 HK$000 HK$’000 HK$’000
Tt Fioc Fisoc T TFHs 0
REVENUE & 547,623 683,687 1,036,824 1,345,822 1,434,364
Cost of sales S8 AR (440,824) (568,772) (856,541)  (1,101,706)  (1,170,480)
Gross profit Ecvil 106,799 114,915 180,283 244,116 263,884
Other income HAd A 2,890 4,243 6,141 5,549 4,353
Selling expenses S B S (42,608) (34,152) (38,527) (50,627) (66,654)
Administrative expenses TR X (70,997) (82,388) (99,775) (132,113) (145,715)
OPERATING (LOSS)/PROFIT B (EE), B (3,916) 2,618 48,122 66,925 55,868
Other gain/(expenses), net HAh 2t (B 52)
TR 3,926 (5,087) (10,293) (10,240) (4,158)
Finance costs B AR (6,153) (9,172) (11,232) (12,779) (13,167)
Share of loss of a joint venture JEAK £ % A Fl s 1R (27) (49) - - -
(LOSS)/PROFIT BEFORE TAX KeBint (&548), i Fl (6,170) (11,690) 26,597 43,906 38,543
Income tax expense SR AR 3L (2,984) (1,812) (6,255) (6,334) (4,771)
(LOSS)/PROFIT FOR THE YEAR  BE4 W HEH N HEAG
ATTRIBUTABLE TO THE R BIER) B
OWNERS OF THE PARENT (9,154) (13,502) 20,342 37,572 33,772
Total assets, total liabilities and BRI - AfaE
total equity B RE 5 4 A
Total assets B A 719,942 674,968 802,142 833,060 997,057
Total liabilities A B 398,678 322,355 419,432 637,050 843,403
Total equity RE25 4% 321,264 352,613 382,710 196,010 153,654
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