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Corporate Information

BOARD OF DIRECTORS
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REMUNERATION
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NOMINATION
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Zhu Lei
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Qi Jian Wei*
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Corporate Information
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(Hong Kong) Limited
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Rooms 2028-36,
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Hong Kong
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Financial Highlights

Revenue for the financial year ended 31 March 2018 increased by
4.0% from HK$2,781,222,000 to HK$2,893,052,000 as compared
with the last financial year.

Gross profit for this financial year increased by 20.6% from
HK$330,884,000 to HK$399,025,000.

Other income for this financial year increased by 20.3% from
HK$69,500,000 to HK$83,576,000.

Selling and administration expenses for this financial year increased
by 21.1% as compared with the same in the last financial year.

Provision for litigation losses recognised in automobiles business
amounted to HK$12,976,000 (2017: nil).

Profit attributable to owners of the Company for the financial
year ended 31 March 2018 was HK$664,565,000 (2017:
HK$87,845,000).

Earnings per share attributable to owners of the Company were
HK14.9 cents for this financial year as compared with HK2.6 cents

earnings per share in the last financial year.

No dividend was declared for this financial year (2017: nil).

HE-ZT—)\F=ZA=+—RHIHBEFEEzK
i F—BERFELE - #2,781,222,00078
TTIENN4.0% & 2,893,052,000 7T,

A B E 2 F F H 330,884,000 7% JT 38 N
20.6% Z 399,025,000 /7T, ©

B 2 EAU A B 69,500,000/ 7T HE AN
20.3% % 83,576,000/ 7T °

AVBFEZHERTHERE F—FRFE
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Financial Highlights
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Financial Highlights

Financial position: B FEHRR -
2017
—T—+F
HK$’000
FHET
Total assets BEMRLE 2,366,334
Total liabilities AfEERE 578,507
Net assets BEFE 1,787,827
Net tangible worth BREEFE 1,681,184
Financial Ratios: ISR
2017
—T—+F
Gross profit margin S 11.9%
Return on equity 1 75 [0 3 2 5.0%
Current ratio MBI X 2.40
Gearing ratio BEXRBELE 22.2%
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Chairman’s Statement

China reported a growth of approximately 6.9 percent in 2017, while
the global economy is foreseen to maintain relatively stable in 2018.
However, the Brexit negotiations monetary policies of global fund
flows and Sino-US trade frictions will be the threats to the steady
global economy. According to the National Bureau of Statistics of
China, for 2018, the Chinese government targets growth at around
6.5 percent amid efforts to deleverage, contain debt and financial
risks. China’s quarterly GDP growth experienced the weakest
growth since the first quarter of 2016 — the Chinese economy grew
by 1.4 percent quarter-on-quarter in the three months to March of
2018, compared with an advance of 1.6 percent in the previous
period and slightly below market expectations of 1.5 percent.

During the financial year under review, the Group’s revenue
increased from HK$2.781 billion to HK$2.893 billion. Gross
profit for the financial year increased from HK$330.9 million to
HK$399.0 million. The auto business was still a major income driver,
accounting for approximately 88.8% of our business. Net profit
attributable to owners of HK$664.6 million was recorded in this
financial year compared with a net profit of HK$87.8 million in the
last financial year.

Due to the change in accounting treatment on the Group’s
investment in B&O as a result of loss of significant influence over
B&O, it led to an increase of approximately HK$585.6 million (which
is non-cash in nature) in the consolidated net profit of the Group for
the year ended 31 March 2018. The Board had issued a positive
profit alert announcement on 15 January 2018 in respect of this
one-off gain.
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Chairman’s Statement

CHINA’S LUXURY GOODS AND
AUTOMOBILES MARKETS

There are quite a few ongoing updates and research reports
from reputable authorities, investment banks and global research
houses mentioning the comeback of China’s luxury goods market.
According to the “Bain & Company’s 2017 China Luxury Report”
issued by Bain & Company on 17 January 2018, after three years of
de-celeration, China’s spending on personal luxury goods started
to bounce back in Q3 2016 and showed strong growth in 2017,
with the domestic market out-numbering overseas purchases
and reaching 20% growth. Category rebalancing continues with
female categories, such as cosmetics, women’s wear and jewelry,
surpassing other categories growth. The report found that new
consumers — particularly millennials (aged at 20-34) — were major
contributors to the luxury market growth last year. “Chinese
millennials helped to accelerate luxury spending here, particularly in
the last year,” said Bruno Lannes, partner in Bain’s Greater China
office and author of the report. “Many luxury brands recognize that
more and more Chinese consumers are setting the trends in luxury.
To start with, they represent 32% of the global luxury consumption.
In addition, we also see an emerging qualitative editorial authority in
China on luxury, through key opinion leaders and media. And China
is ahead of all other markets when it comes to digital marketing and
digital consumer engagement” added Lannes.

PEZEZmRAENS

MEWE RERITRIBHRARPOFEEER
TOEMEMRMRRE - IHPREEZAT
B REE - BRIERBERARR=ZT—N\F—A
THABEMH[2017FFEEEZRBRE] B
FEEZ TS = FIRARER  PREAZ
CREBR-_ZE—AFEFTERE KT
—tFREJBNAER  ARRAMEEERA
N - IRIE20% o DIEBFEFEN LS
ABEE - fltnfbdd - KRKKE @ BiBE
fAERIMIG K - MEBER - 20234 mMFTH
BE(KLERTE—R)KNAEFEEZRT ST
ENEZERE - BERRATEREELSE
AR EEE Bruno Lannes &k [ETE
—RIETEEROBEE  LEREF - I&F
ZEZMBRBE  BRBZHEEEELE
BmITESIEHR] - &L PEATFE—RIL
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Chairman’s Statement

According to the fifth edition of an annual study titled “True-Luxury
Global Consumer Insight” published by The Boston Consulting
Group (BCG), a global management consulting firm and the
world’s leading advisor on business strategy, and Altagamma,
which gathers high-end lItalian cultural and creative companies.
On 20 February 2018, it released their latest survey on luxury
goods, which covered more than 12,000 millennials and Chinese
consumers of luxury goods across ten countries. The report found
out that millennials are the generation that will contribute the most
to the market growth of some 130% and will account for 50%
of the market share in 2024. Chinese consumers represent the
nationality driving the most growth: about 70% and will account
for approximately 40% of the market share in 2024. The overall
luxury goods industry, including products and services, is worth
approximately €915 billion today and will reach about €1,260
billion in 2024. Additionally, social media, online and mobile are
gaining prominence that 55% of luxury consumers buying online
use their mobile phones versus personal computers. Social media
and influences are gaining power. For the first time, social media
is the first source of information and the channel of primary impact
used by true-luxury consumers, followed by magazines and brand
websites.

For the global luxury car market, China is still the most important
market. According to an article titled “Chinese buyers spur rise in
global luxury car sales” issued by Kosei Fukao, Nikkei Asian Review
staff writer on 18 February 2018, it mentioned that China accounted
for almost 90% of the sales growth at leading luxury automakers in
2017. China made up 27% of overall sales, three percentage points
more than that in 2016. The number of luxury automakers sold in
the country rose 17%, compared with a paltry 1% growth in the rest
of the world. In other words, China accounted for 360,000 of the
420,000 additional automakers the nine makers sold last year. Other
high-end automakers are taking note of this trend. Companies such
as Maserati, a unit of Fiat Chrysler Automobiles, and Britain’s Aston
Martin are expanding their dealer networks in China, suggesting
competition for wealthy Chinese motorists’ attention will only
intensify.
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Chairman’s Statement

Luxury car market continues to rise based on an article titled
“Consumer upgrades drive China’s luxury car market” issued on 13
February 2018 by Asia Times, a Hong Kong-based English news
website covering politics, economics, business and culture from an
Asian perspective. The luxury car market is expected to continue
its more than 10% annual growth of sales in the following years,
according to a report released by Essence International. In 2017,
sales of luxury cars increased 18% from a year earlier, compared
with only 1.4% growth of overall car sales based on the China
Passenger Car Association. The sales data released by automobile
makers shows that the first tier of luxury cars, including Audi, BMW
and Mercedes, have witnessed a year-on-year rise of approximately
1.1%, 1.5% and 25.9% respectively over last year.

RIE TN R (BB R SOGTE AL - RE M
BUA - 8 - ERXEFEFH)R_T—N
F_AT=BEMHINE[HEEAR 3
rhE 53 58 5 (Consumer upgrades drive
China’s luxury car market) ] © ZE B MHHF
EFHE - IRIEZ{EEE (Essence International)
BROME - REAETIBEARRREFR
BIREBB1I0%NFEHEERELR - RZF
—tF  BEPEREHE  SETEHER
EFRAEMN18% - MBETEHELERER
1.4% - AERERNHEHERT  BER
W BEREEERNEANE —BARETE
BRAFRBEEDBIA1.1% * 1.5%%25.9% °
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Management Discussion and Analysis

BUSINESS REVIEW

Auto Dealerships

During the year under review, revenue of the ultra-luxury automobile
distributorships of Bentley, Lamborghini and Rolls-Royce recorded
an approximately 3.1% increase to approximately HK$2.470
billion, as compared with that of approximately HK$2.396 billion
in the previous financial year. Among our 3 brands, Rolls-Royce
recorded sales growth while Bentley and Lamborghini recorded
sales drop. Rolls-Royce had performed the best among the
Group’s other brands with total sales of approximately HK$1.046
billion, representing a 25.4% increase in sales as compared with
that of HK$833.1 million during the previous financial year. A total
of 169 units of Rolls-Royce were sold, representing an increase
of approximately 13.4% as compared with 149 units sold in the
previous financial year. Among all models of Rolls-Royce sold during
this financial year, Ghost performed the best in terms of revenue and
gross profit contribution.

According to the article titled “Rolls-Royce motor cars deliver
outstanding result in 2017”7 under Rolls-Royce official website
issued on 12 January 2018, the brand announced a highly
successful 2017, with a total of 3,362 cars commissioned by
customers in almost 50 countries around the world. Such result
was achieved despite the absence of Phantom from the market and
unsettled market conditions in the important Middle East market.
New Phantom was unveiled in July to unprecedented worldwide
acclaimed by media and prospective customers alike and has a
strong order booking. China returns to form with sales increased by
40% as compared with those recorded in 2016.

Bentley recorded an approximately 7.6% decrease in sales to
approximately HK$1.294 billion during this financial year, as
compared with that of approximately HK$1.4 billion in the previous
financial year. At the same time, a total of 314 units of Bentley were
sold, representing a decrease of 18.4% as compared with 385 units
sold in the previous financial year. Among all models on sale of
Bentley during this financial year, Flying Spur recorded the most in
units sold, while the new SUV model, Bentayga performed the best
in terms of revenue and gross profit contribution.

SPARKLE ROLL GROUP LIMITED 2 & B A R A A
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Management Discussion and Analysis

Lamborghini recorded a decline in sales during this financial year
with a total of approximately HK$129.6 million, representing an
approximately 20.3% drop as compared with that of approximately
HK$162.6 million recorded in the previous financial year. A total
of 29 units of Lamborghini were sold, representing a decrease of
approximately 31% as compared with 42 units sold in the previous
financial year. Among all models on sale of Lamborghini during this
financial year, Huracan performed the best in terms of revenue and
gross profit contribution.

Gross profit margins of sale of Bentley, Lamborghini and Rolls-
Royce improved significantly, while the Group continued enjoying
bonus from the brands.

Revenue of after-sales services recorded a decline of approximately
19.0% during this financial year as compared with that of the
previous financial year. Accordingly, the gross profit margin
decreased from approximately 52.2% in the previous financial year
to approximately 45.4% in this financial year.

Non-auto Dealerships

During the year under review, the sales of our non-auto division
recorded an increase in revenue of approximately 23.5% to
approximately HK$323.5 million as compared with that of
approximately HK$262 million in the previous financial year.
The growth was mainly driven by sales of audio equipment and
menswear apparel and accessories, which however were partly
offset by the decrease in sales of watch and jewelry.

Gross profit margin of our non-auto division increased during this
financial year from approximately 26.5% in the previous financial
year to approximately 35% in this financial year. Such increase was
mainly due to the improvement in sale of audio equipment.

Among all non-auto division during this financial year, B&O PLAY
performed the best in terms of revenue contribution.

The revenue and gross profit of fine wines audio equipment,
menswear apparel and accessories and tobacco products
increased by approximately 85.2% and approximately 121.3%
respectively.

HEEERATRFESSHER K - £
¥ 49 5129,600,000/8 7 * & F—HBRFEE
BR 15 H §4 & 48 85 49 162,600,000 7% 7T T B 49
20.3% - ELCHBEEAEREA29H &
R E—BEEE 428K DL431% £
A HRFEEMELHBECNMEEREH
SRS M EFIE BT S A Huracan RIR&E ©

EH - MIBEERSHRAMEEENEREKX
HE - MAKRBEESE MG T 2R -

RABIRFE - EE&RGE 2 WEE E—RF
ETE#A19.0% - At - EF—WEFEE ZEF
KMH52.2%EEARUERLI45.4% ©

FAEDE

REIEER - FTED PHEFFERREGR
#923.5% E #7323,500,0008 7T + M _E—H X
FE#262,000,00078 7T c ZERIFEX

HERHBEURSREREAHSD) ADoK
BRI EHE R DTS -

KA BFE - FEDBONEN T h E—8
BEE A 26.5% Tt =R BEFERAI35% e
ZIBMDEZANEERBIHENEA -
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Management Discussion and Analysis

Investment, Debt Securities and Loan Receivables

In order to make use of the idle cash of the Group and enhance
the capital return, the Group had allocated certain resources on
various types of investments, debt securities and loan receivables
in the past two financial years. Although the income generated from
the investments was relatively insignificant as compared with the
gross profit generated from the operating divisions, the total amount
employed represented approximately 47.6% of the total assets of
the Group as at 31 March 2018. During this financial year, these
contributed approximately HK$13.8 million of gross income to the
Group.

The status of the Group’s portfolios was set out as below:

RE - BERRFRERER

RAIBASERERE MEREAER - A%
ERBERMEMRFECHRETERANRS
BRE  BEREIFNEREN - BEREME
HWESEE LD B MELEEMBEHEN - #E
RAeBER_T— \F=A=+—HErEELE
BEXNAT6% RAMBEE  ZFRER/N
SE S RHEKER 413,800,000 87T °

AEEHEARREINT -

Balance at book value

RERESEZHE
As at 31 March 2018 As at 31 May 2018
RZE-N\F RZZ-N\F
=R=+—H AA=+—H
Approximately (HK$)  Approximately (HK$)
#(ET) % (BT)

Bang & Olufsen A/S (“B&Q0”) shares

P2P financing portfolios PPRIEHES
Senior note BEZE
Other loan receivables H e W E 58
Total st

On 15 January 2018, the Company announced that the Group’s
investment in B&O had been reclassified from investment in an
associate to available-for-sale investment with effect from 1 January
2018. During this financial year, the Group recorded a share of
loss of B&O of approximately HK$12.8 million. Since the date of
reclassification up to the year ended 31 March 2018, the share price
of B&O was traded in a range of DKK147.4 to DKK191.4 per share.
At the end of this financial year, the share price of B&O closed at
DKK152.6 per share.
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Due to the change in accounting treatment, the Group was required
to recognize in its profit and loss any difference between the fair
value and the carrying amount of Group’s interest in B&O at the
date when the equity method was discontinued. The change led to
an increase of approximately HK$585,000,000 (which is non-cash
in nature) in the consolidated net profit of the Group for the year
ending 31 March 2018.

As at 31 March 2018, the Group owned approximately 15.09% of
the total shareholding in B&O. The Group sold 64,454 shares in B&O
and hence realized approximately HK$12.4 million in May 2018.
As at 31 May 2018, the Group held approximately 14.94% of the
shareholding in B&O.

All the products in the P2P financing portfolios of the Group at the
financial year ended 31 March 2018 had been matured in May 2018.
The relevant principals and interests had been received. As at 31
May 2018, no new P2P financing portfolio was subscribed by the
Group.

On 31 May 2018, the Group had agreed to dispose to a third party
of the 6% senior note in the principal amount of HK$330,000,000
due on 3 June 2018 issued by Shanghai Huaxin Group (Hong Kong)
Limited to the Group, at a consideration of HK$334,840,000 in
accordance with the terms and conditions of the note. Completion
of the disposal will take place on the date of the receipt of the full
principal amount of the note. Further details were set out in the
Company’s announcements dated 4 December 2017, 2 March 2018
and 31 May 2018 respectively.
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

The revenue of the Group for the year ended 31 March 2018 was
approximately HK$2,893.1 million, representing an increase of
approximately 4.0% as compared with approximately HK$2,781.2
million recorded in the previous year. Such increase was mainly
due to the increase in sales of Rolls-Royce, audio products and
menswear apparel products. The table below sets out the Group’s
revenue for the year indicated:

BF 755 1]

W zs

HEZZT—)\FZA=T—HILFE ~5HE
2 W5 4952,893,100,000/8 7T © 8= F 815
2 #92,781,200,000 A L& I14Y 4.0% © %1% hN
DEZHNLHHY  S2ERERERERH
BN o TREIREERAIREE 2 Wz

FY2018 FY2017 Changes
- \FHHEE “EtEHHREE 29
Contribution Contribution

Revenue Source & RR HK$°000 (%) HK$'000 (%) HK$'000 (%)

TR R (%) THET EE (%) TR %
Sales of automobiles REEE 2,469,539 85.3% 2,395,631 86.1% 73,908 3.1%
Income from provision of RUERREZBA

after-sales services 100,036 3.5% 123,550 4.5% (23,514) (19.0%)

Sub-total et 2,569,575 88.8% 2,619,181 90.6% 50,394 2.0%
Non-auto Dealerships FAERH 323,477 11.2% 262,041 9.4% 61,436 23.4%
TOTAL st 2,893,052 100% 2,781,222 100% 111,830 4.0%
Gross Profit and Gross Profit Margin EXREFE
Gross profit of the Group for the year ended 31 March 2018 AEE#HBE-T—-N\F=-A=+—HIEFEZ

increased by approximately 20.6% to approximately HK$399.0
million (31 March 2017: approximately HK$330.9 million). The
increase was mainly due to the increase in gross profit from sales
of automobiles resulted from the substantial increase in the sales
of Rolls-Royce, audio equipment and menswear apparel products
in this financial year. The gross profit of the automobiles segment
increased from approximately HK$196.9 million in the last financial
year to approximately HK$240.4 million for the year ended 31
March 2018. However, the gross profit of the provision of after-
sales services for the year ended 31 March 2018 decreased by
approximately 29.6% to approximately HK$45.4 million (31 March
2017: approximately HK$64.5 million), mainly due to reduction in the
after-sales services income due to keen competition.
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Management Discussion and Analysis

Other Income

Other income was approximately HK$83.6 million for the year
ended 31 March 2018, representing approximately 20.3% increase
from approximately HK$69.5 million in the last financial year. The
increase was mainly due to income from investments subscribed
during the year.

Selling and Administrative Expenses

The selling and distribution costs increased by approximately 26.3%
and the administrative expenses slightly increased by approximately
0.7% respectively. The changes were mainly due to the increase in
marketing expenses and the surcharges arising from additional levy
of consumption tax.

Other Expenses

The Group recorded other expenses of approximately HK$13.0
million represented the provision made for the possible liquidated
damages for the litigations for this financial year (31 March 2017:
nil).

Finance Costs

Finance costs increased slightly by approximately 3.2% from
approximately HK$15.7 million in the previous financial year to
approximately HK$16.2 million in this financial year.

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s total assets as at 31 March 2018 were approximately
HK$3,907.0 million (31 March 2017: approximately HK$2,366.3
million) which were mainly financed by the total equity and the total
liabilities of approximately HK$3,023.2 million (31 March 2017:
approximately HK$1,787.8 million) and HK$883.9 million (31 March
2017: approximately HK$578.5 million) respectively.

Hpg A
E-T - \F=_A=t+—HIEFEZHMEK

A#) £83,600,000/8 7T * & H{EF B FE L
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AR FERNRBEAIEEEE WA
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$HE MR AL NN4)26.3% » MITHE MR
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S R BRIMBMOE B IR E L Z I AN B IE INFTEL -

HthEA
AEESFSHAMEH#13,000,0008 7T * A
Eﬁﬁﬁziﬁéﬁdﬁuﬁ:ﬂ/aﬁ BEEMELNBE(ZE
—+F=A=+—H: &)

BE R A

B &R AN Bk E B B FE 2 #915,700,000
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16,200,000 7T °

RBEERUBER
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Management Discussion and Analysis

Cash Flow

The Group’s cash at banks and in hand as of 31 March 2018 were
approximately HK$155.7 million (31 March 2017: approximately
HK$192.1 million) which were mainly denominated in HK$ and
Renminbi (“RMB”). Such decrease was mainly attributable to
subscription of the financial assets during this financial year.

The Group’s primary uses of cash are to repay the Group’s
borrowings, to pay for purchases of inventories and to fund the
Group’s working capital and normal operating costs.

The Directors consider that the Group will have sufficient working
capital for its existing operations and financial resources for
financing future business expansion and capital expenditures.

Borrowings

The Group’s borrowings as at 31 March 2018 were approximately
HK$567.7 million, representing an increase of approximately 43.2%
from approximately HK$396.4 million as at 31 March 2017. The
increase was mainly due to purchase of automobiles inventories at
the end of this financial year.

Gearing Ratio

The Group’s gearing ratio computed as total borrowings over total
equity decreased to approximately 18.8% as at 31 March 2018 (31
March 2017: approximately 22.2%).

Inventories

As at 31 March 2018, the Group’s inventories increased by
approximately 14.9% from approximately HK$923.6 million as at
31 March 2017 to approximately HK$1,061.4 million, primarily
due to the increase in automobile inventories which comprised
approximately 59.8% of the inventories of the Group.

The Group’s average inventory turnover days slightly increased from
143 days in the year ended 31 March 2017 to 145 days in the year
ended 31 March 2018.
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Management Discussion and Analysis

The average inventory turnover days mentioned above was defined
as average inventory over cost of sales multiplied by 365 days, and
the average inventory was the median value of the inventories as at
the year end of this and the previous financial years.

Exposure to Foreign Exchange Risk

The revenue and expenses of the Group are mainly denominated
in RMB and HK$ while the production cost and purchases are
denominated in RMB, HK$, Euro (“EUR”), US$ and Swiss Franc
(“CHF”).

The Group did not enter into any foreign currency forward contract
for this financial year. As at 31 March 2018 and 2017, the Group did
not have any foreign currency forward contracts.

Contingent Liabilities and Capital Commitment

The Board of Directors of the Company considered that other than
the possible obligations arising from the litigations as mentioned in
the section headed “Litigations Updates” below, the Group had no
material contingent liabilities as at 31 March 2018 (31 March 2017:
nil). The Board of Directors of the Company considered that other
than the commitment arising from the transaction as mentioned in
the section headed “Major and connected transaction — acquisition
of a property holding company” below, the Group had no material
capital commitment as at 31 March 2018 (31 March 2017: nil).

Charges on Assets

As at 31 March 2018, deposits and inventories of the Group with
aggregate carrying amounts of approximately HK$91.4 million (31
March 2017: HK$72.2 million) and approximately HK$484.1 million
(31 March 2017: approximately HK$335.6 million) respectively were
pledged to secure general banking facilities and other facilities
granted to the Group.

Human Resources

As at 31 March 2018, the Group had 474 (31 March 2017: 493)
employees. Staff costs (including directors’ emoluments) charged
to profit or loss amounted to approximately HK$44.4 million for this
financial year (31 March 2017: approximately HK$45.6 million).
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The Group provided benefits, which included basic salary,
commission, discretionary bonus, medical insurance and retirement
funds, for employees to sustain competitiveness of the Group.
The package was reviewed on an annual basis based on the
Group’s performance and employees’ performance appraisal.
The Group also provided training to the employees for their future
advancement.

Litigations Updates

References were made to the Company’s announcements dated 3
October 2017, 17 November 2017, 19 December 2017 and 3 April
2018 in relation to the first litigation against Tianjin Xin Chang Tai
Fu Trading Development Limited* (K E{zEXEE HLEEER A F])
(“TJXC”) (the “First Litigation”) and 12 October 2017, 17 November
2017 and 29 December 2017 in relation to the second and third
litigations against TUXC (the “Second and Third Litigations”).

In respect of the First Litigation, after the retrial of the First Litigation,
the Jinghai District People’s Court of Tianjin City* (XEMHH/EE A
RJAFBT) handed down a judgment on 19 March 2018 (the “Appeal
Judgment”), which reinstated the judgment of the First Litigation.
On 30 March 2018, TJXC filed an appeal application to the First
Intermediate People’s Court of Tianjin City* (KZEME —F R ARE
Bt ) against the Appeal Judgment. As at 31 May 2018, the relevant
appeal application was still in progress.

In respect of the Second Litigation, TJIXC and the plaintiff had
participated a mediation under the supervision of the Second
Intermediate People’s Court of Tianjin City* (K;EZWE —_HHRARE
Bz ) in December 2017.

In respect of the Third Litigation, TUXC had received a judgment
handed down by the Jinnan District People’s Court of Tianjin City*
(KEmiEEmE ARZER) dated 28 September 2017. On 12 October
2017, TJXC filed an appeal application to the Second Intermediate
People’s Court of Tianjin City* (XEME R ARAER) against
the judgment of the Third Litigation. As at 31 May 2018, the relevant
appeal application was still in progress.
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Based on the legal opinion obtained from the Group’s PRC legal
adviser, the Group had made a provision of approximately HK$13
million in aggregate for the possible liquidated damages for the First
and Third Litigations. The Group recorded such provision in other
expenses for the year ended 31 March 2018.

The Group will make further announcement(s) to inform its
Shareholders and potential investors of development of these two
cases as and when appropriate.

Placing of shares under general mandate completed in
November 2017 and use of proceeds from the placing

On 24 October 2017, the Company entered into a placing
agreement with KGI Asia Limited (the “Placing Agent”) under which
the Placing Agent agreed to place up to a total of 800,000,000
new ordinary shares of HK$0.002 each (with a total nominal
value of HK$1,600,000) in the Company (the “Placing Shares”)
to independent third parties on a best effort basis at a price of
HK$0.5681 per Placing Share. The closing price as quoted on the
Stock Exchange on 24 October 2017, being the date of the placing
agreement was HK$0.69 per share. The placing of all 800,000,000
Placing Shares to not less than six independent placees was
completed on 13 November 2017 and raised net proceeds, after
deducting related placing commission, professional fees and all
related expenses, of approximately HK$441 million (with a net price
of approximately HK$0.55 per Placing Share) which were intended
to be used for repayment of borrowings, expansion of the audio
business of the Group and as the Group’s general working capital.
As at 31 May 2018, approximately HK$108 million has been utilised
for repayment of borrowings and approximately HK$41 million
has been utilised for expansion of audio business. The remaining
balance of approximately HK$38 million was kept in bank accounts
of the Group and approximately HK$254 million was used for short
term investment.

Further details of the above placing were set out in the
announcements of the Company dated 24 October 2017 and 13
November 2017 respectively.
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QUALIFIED OPINION

As mentioned in the Independent Auditor’'s Report of this Annual
Report, our independent auditor has expressed a qualified opinion
on the Group’s consolidated financial statements for the year ended
31 March 2018. Such qualified opinion is related to the Group’s
investment in B&O before 1 January 2018 when the Group applied
the equity method to account for such investment. For more
details of such qualified opinion, please refer to the section headed
“Qualified Opinion” of the Independent Auditor’s Report of this
Annual Report.

Since 1 January 2018, as a result of the loss of significant influence
over B&O, the Group’s investment in B&O was recognized as an
investment available for sale and a fair value of such investment
can be obtainable through public channels since the share price of
B&O is a quoted price in an active market. As the qualified opinion
is related to the opening balance and corresponding figures which
is a consequential effect resulting from the qualified opinion on
the Group’s consolidated financial statements for the year ended
31 March 2017, the Directors understand, after discussion with
the Group’s auditors, that according to paragraph 11(b) and
[llustration 2 of Appendix | of Hong Kong Standard on Auditing
710 “Comparative Information — Corresponding Figures and
Comparative Financial Statements”, there would still be a modified
opinion on the corresponding figures (i.e. figures for the year ended
31 March 2018) of the Group’s consolidated financial statements
for the year ending 31 March 2019. However, such modified opinion
will not be focusing on the financial information for the year ending
31 March 2019, but will be focusing on the comparative figures
for the year ended 31 March 2018. In light of the above and that
the Company has adopted a market approach in relation to the
investment in B&O since 1 January 2018, the Directors expect that
similar qualified opinion will not be issued in the Group’s financial
statements for the year ending 31 March 2020.
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The Directors are of the view that B&O is a well-established
company listed in Denmark and the published financial information
are governed by the disclosure requirements set out in the rules for
issuers of shares published by Nasdag Copenhagen. As such, the
Directors have no reasonable ground to doubt the accuracy and
completeness of B&QO’s financial statements set out therein and
are therefore of the view that the carrying amount of the Group’s
investment in B&O as at 31 March 2017, the Group’s share of B&QO’s
results for the period from 1 April 2017 to 1 January 2018, being the
date of deemed disposal of B&O, and the gain on deemed disposal
of B&O are fairly stated. The Audit Committee of the Company
has critically reviewed the management’s position on the major
judgmental areas and concluded that there is no disagreement
with the management’s position on the qualified opinion issued by
the auditors and then recommended the same to the Directors for
approval.

RECENT DEVELOPMENT AND PROSPECT

China is on track to be the largest luxury cars market in a few years.
Super brands including Porsche, Mercedes Benz and Audi had
recorded brilliant sales in China during 2017 based on an article
titled “2017 (Full Year) China and Worldwide German Luxury Car
Sales” reported by Best-selling Cars.com dated 16 January 2018.
China was again the largest single-country market for Porsche and
with a 10% increases in sales and also the fastest growing major
market. In 2017, China was again the largest and fastest growth
region for Mercedes Benz with sales increased to 587,868 cars -
the second consecutive year — that Mercedes Benz sales in China
had grown by over a quarter. A strong recovery during the second
half of 2017 allowed Audi to stay just ahead of BMW and Mercedes
Benz in China with sales increased by approximately 1.1% to
597,866 cars.
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Management Discussion and Analysis

Lamborghini, one of our automobile brands, will be delivering
its newly released SUV, Urus, to our customers in the upcoming
financial year. The Group is confident that such new model of ultra-
luxury automobiles will be able to stimulate sales of our automobile
division. Hence, the Group relocated the brand’s after-sales
services centre in Beijing to a more spacious and cozy location
during this financial year. On the other hand, we also plan to relocate
an existing after-sales services centre for Bentley in Beijing in the
upcoming financial year, hoping to cope with the demands of the
brand.

In view of the significant investment in B&O and the satisfactory
performance of the B&O PLAY dealership business in the PRC,
audio equipment business is still one of the focuses of the Group in
the upcoming financial years. As the investment in B&O represented
approximately 33% of the Group’s total assets as at 31 March 2018,
the Group will continue monitoring such significant investment.

The Group continues destocking the other non-auto inventories
especially watches and jewellery.

In addition, the Group’s results are strongly correlated to the ups
and downs of the China’s economy and its luxury automobile
market. In order to minimize the effects to the Group from these two
core factors, we are taking steps to diversify the business risk and
stabilize the healthy cash flow of the Group. An announcement will
be made if any such opportunities has been finalised.
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Report of the Directors

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries
are principally engaged in distributorships of luxury goods. The
operations are mainly based in Hong Kong, the People’s Republic
of China (the “PRC”) and Malaysia. Details of the principal activities
of the principal subsidiaries are set out in note 37 to the financial
statements.

BUSINESS REVIEW

A fair review of the Group’s business, including the Group’s
segmental analysis, the important events affecting the Group that
have occurred since the end of 31 March 2018 and the likely future
developments, is set out in the sections headed “the Chairman’s
Statement” and “Management Discussion and Analysis” of this
Annual Report.

Details about the principal risks and uncertainties that the Group
is facing, are set out in the section headed “Risk Management and
Internal Controls” of the Corporate Governance Report contained in
this Annual Report.

Details about the Group’s financial risk management are set out in
note 39 to the financial statements.

DIVIDEND

The directors of the Company (the “Directors”) do not recommend
the payment of a final dividend for the year ended 31 March 2018
(31 March 2017: nil) while no interim dividend (2017: nil) had been
distributed during the year as the Group would like to reserve
more capital to capture opportunities as mentioned in “Recent
Development and Prospect”.

SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”) was adopted
pursuant to an ordinary resolution passed at a special general
meeting of the Company held on 7 October 2002 for the primary
purpose of providing incentives to the Directors and eligible
employees. The Scheme expired on 6 October 2012.
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Report of the Directors

Pursuant to an ordinary resolution passed at the annual general
meeting of the Company held on 20 August 2012, the Company’s
new share option scheme (the “New Scheme”) was adopted.
The New Scheme is valid and effective for a term of ten years
commencing from 20 August 2012. There are approximately 4 years
remaining life of the New Scheme.

The total number of shares in respect of which options may
be granted under the New Scheme as at 31 March 2018 was
297,982,885 shares (including options for nil share that have been
granted but not yet lapsed or exercised), representing 10% of the
issued share capital of the Company as at the date of approval of
the adoption of the New Scheme initially.

The Company operates the New Scheme for the purpose of
providing incentives and rewards to eligible participants who
contribute to the success of the Group’s business. Eligible
participants of the New Scheme include any Director (including
Executive, Non-executive and Independent Non-executive
Directors), any employee, or any consultant, advisor, customer and
business associates.

There was no outstanding share to be issued under the New
Scheme as at 31 March 2018 (as at 31 March 2017: nil).

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2018, the largest and the top five
suppliers of the Group accounted for 43.6% and 98.5% of the
Group’s total purchases respectively. The largest and the top five
customers of the Group accounted for less than 10% of the Group’s
total revenue.

At no time during the year under review did a Director, an associate
of a Director or a shareholder of the Company (which to the
knowledge of the Directors owns more than 5% of the Company’s
share capital) had a beneficial interest in any of the Group’s five
largest suppliers or customers for this financial year.
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Report of the Directors

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 March 2018 are
set out in the consolidated statement of comprehensive income on
pages 98 and 99 of this Annual Report.

The Directors do not recommend the payment of any dividend in
respect of this financial year.

RESERVES

Details of the movements in the reserves of the Group and the
Company during this financial year are set out in the consolidated
statement of changes in equity on page 104 and note 43(b) to the
financial statements respectively.

DISTRIBUTABLE RESERVES

In addition to retained profits, under the Bermuda Companies Act,
the contributed surplus account of the Company is also available
for distribution to its shareholders. However, the Company cannot
declare or pay a dividend, or make a distribution, out of contributed
surplus if:

(a) itis, or would after the payment be, unable to pay its liabilities
as they become due; or

(b) the realisable value of its assets would thereby be less than the
aggregate of its liabilities and its issued share capital and share
premium accounts.

In the opinion of the Directors, the distributable reserve accounts
comprise the reserves of the Company of approximately
HK$475,891,000 in surplus (2017: HK$8,688,000 in deficit).

SHARE CAPITAL

Details of the movements during this financial year in the share
capital of the Company are set out in note 31 to the financial
statements.
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Report of the Directors

BORROWINGS

Particulars of borrowings of the Group as at 31 March 2018 are set
out in note 29 to the financial statements.

FINANCIAL SUMMARY

A summary of the published results and assets, liabilities and
non-controlling interests of the Group for the past five financial years
is set out on page 216 of this Annual Report.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements during this financial year in the property,
plant and equipment of the Group are set out in note 16 to the
financial statements.

DIRECTORS AND SERVICE CONTRACTS

The Directors of the Company during this financial year and up to
the date of this Annual Report were as follow:

Executive Directors:

Mr. Zheng Hao Jiang

Mr. Zhu Lei

Mr. Cheung Man Kit (appointed with effect from 15 December 2017)
Mr. Tong Kai Lap (resigned with effect from 1 January 2018)

Non-executive Directors:

Mr. Gao Yu

Mr. Qi Jian Wei

Mr. Tang Sung Wai (appointed with effect from 1 January 2018)
Mr. Zhang Si Jian (resigned with effect from 15 December 2017)

Independent Non-executive Directors:
Mr. Choy Sze Chung, Jojo

Mr. Lam Kwok Cheong
Mr. Lee Thomas Kang Bor
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Report of the Directors

In accordance with bye-law no. 86(2) of the Company’s Bye-laws,
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 Company after his appointment and be subject to re-
election at such meeting.

In accordance with bye-law no. 87(1) of the Company’s Bye-laws,
every director should be subject to retirement by rotation at the
annual general meeting at least once every three years and are
eligible for re-election.

No Director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company or its
subsidiaries which is not determinable by the Group within one
year without payment of compensation (other than statutory
compensation).

The term of office of each Independent Non-executive Director is
for the period of two years and renewable for one year up to his
retirement by rotation in accordance with the Company’s Bye-laws.

In accordance with bye-law no0.86(2) of the Company’s Bye-laws,
Mr. Cheung Man Kit and Tang Sung Wai were appointed as the
Executive Director and the Non-executive Director respectively
during this financial year and will hold office until the forthcoming
annual general meeting of the Company. Mr. Cheung Man Kit
and Mr. Tang Sung Wai will offer themselves for re-election at the
forthcoming annual general meeting.

In accordance with code provision A.4.3 of Appendix 14 to the
Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”), serving more than 9 years could be relevant to
the determination of a Non-executive Director’s independence. If
an Independent Non-executive Director serves more than 9 years,
his further appointment should be subject to a separate resolution
to be approved by shareholders. The papers to shareholders
accompanying that resolution should include the reasons why the
board believes he is still independent and should be re-elected.

In accordance with bye-law no. 87(1) of the Company’s Bye-laws,
Mr. Zheng Hao Jiang, Mr. Zhu Lei and Mr. Lee Thomas Kang Bor
will retire by rotation and, being eligible, offer themselves for re-
election. In addition, as Mr. Lee Thomas Kang Bor has served the
Company for more than nine years, his appointment will be subject
to a separate resolution to be approved by the shareholders at the
forthcoming annual general meeting of the Company.
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Details of the Directors’ emoluments are set out in note 12 to the
financial statements.

The biographical details of the Directors and senior management are
set out on pages 66 to 74 of this Annual Report.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received, from each of the Independent Non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers
that all Independent Non-executive Directors are independent.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

Except as disclosed in note 36 to and elsewhere in the financial
statements, there are no transactions, arrangements or contracts
of significance to which the Company or any of its subsidiaries
was a party and in which a Director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of this
financial year or at any time during this financial year.

DIRECTORS’ INTEREST IN A COMPETING
BUSINESS

Pursuant to Rule 8.10 of the Listing Rules, the Company disclosed
that no Directors of the Company is considered to have interests in
any business which is likely to compete directly or indirectly with the
business of the Group.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company was
entered into or existed during this financial year.

PERMITTED INDEMNITY

Pursuant to the bye-law no. 168(1) of the Company’s Bye-Laws,
the Directors, secretary or other officers of the Company shall
be entitled to be indemnified out of the assets and profits of the
Company from and against all losses or damages which he may
sustain or incur in or about the execution of the duties of his office,
or otherwise in relation thereto.
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The Company has arranged appropriate directors’ and officers’
liability insurance coverage for the directors and officers of the
Group.

DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 March 2018, the interests and short positions of the
Directors and/or the chief executives of the Company in the
shares, underlying shares and debentures of the Company and
its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)) which were required
to be (i) notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests and short positions which
he was taken or deemed to have under such provisions of the SFO);
or (ii) as recorded in the register required to be maintained by the
Company pursuant to Section 352 of the SFO; or (iii) as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed
Issuers as set out in Appendix 10 to the Listing Rules, were as
follows:

Long position in the shares, underlying shares and debentures
of the Company
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Approximate

Number of percentage of
Name of director Capacity shares held interest
BEEpA 54 BEROHE EEBNE DL
Mr. Zheng Hao Jiang Beneficial owner 10,640,000 0.21%
BEIL & ERERA
Mr. Choy Sze Chung, Jojo Beneficial owner 1,000,000 0.02%
EREES EREEA
Mr. Lee Thomas Kang Bor Beneficial owner 1,256,000 0.03%
FHRREE EmEEA
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Note: BT -
(1) The denominator used is 4,941,237,447 shares, being the total number (1) FTRAD & %R4,941,237,447 R ix fn - AD

of shares of the Company in issue as at 31 March 2018. RZE—N\F=ZA=1+—HBARFZE
BITIRIDABEL -

SHARE OPTIONS B

The New Scheme was adopted pursuant to an ordinary resolution st 2R BEBAA R -_ZE——FN\A=-+H
passed at the general meeting of the Company held on 20 August S{TZ7REA® @A 7 TmRHRREMN o
2012.

SPARKLE ROLL GROUP LIMITED 2 & B A R A A
3 Z ANNUAL REPORT 2018 “F



ESEHE

Report of the Directors

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
IN SHARES AND UNDERLYING SHARES OF

THE COMPANY

As at 31 March 2018, the register maintained by the Company
pursuant to Section 336 of the SFO shows that, other than
a Director or chief executive of the Company, the following
shareholders had notified the Company of relevant interests and
short positions in the shares and underlying shares of the Company:

Long position or short position in the shares

Name of shareholder

RR#E/£8

Capacity
L)

REATRB ZHFRRKAE

Number of
shares
RO#E
(Note 1)
(B3 1)

FERRRAQTRS KARRKRG
Z e

RIZB-NF=ZA=+—H ' RERARIEZ
7 LB GG F 336 R REFE Z B rCMAT
R BARBESHHZRSTHRABSN - Tk
REMEARRARERAR B IRG RABRR D
ZHBERRIXA

Approximate
percentage of
Interest
EEHABEIL
(Note 2)
(FzE2)

Sparkle Roll Holdings Limited
BHRERERLA

Mr. Qi Jian Hong alias

Mr. Kei Kin Hung (“Mr. Qi”) (Notes 3 & 4)
FRO R (REE]D (MFIR4)

Mr. Qi

Ms. Zhu Shuang (Note 3)

KRz (M3E3)

Able Honour Holdings Limited

Able Honour Holdings Limited

Ms. Xu Jiaying
RESRT
UBS Securities LLC

UBS Group AG

Beneficial owner

EREAA

Beneficial owner

BRBEAA

Interested of controlled corporation
FHAE R

Interest of spouse

Bo@a (et 1)

Having a security interest in shares (Note 3)
BAERORERS (M3)

Beneficial owner

EREAA

Interested of controlled corporation (Note 4)
EHEE R (M 4)

Having a security interest in shares
BRRMRERER

Interest of controlled corporation (Note 5)
B EE RS (M5E5)

Interest of controlled corporation (Note 5)
FHAEER (M 5)

2,321,012,630 (L)

307,224,000 (L)

2,628,236,630 (L)

2,628,236,630 (L)

1,200,000,000 (S)

4,208,000 (L)

1,200,000,000 (S)

300,288,000 (S)

420,000 (S)

420,000 (S)

46.97%

6.22%

53.19%

53.19%

24.29%

0.08%

24.29%

6.08%

0.01%

0.01%
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Notes:

(1) The letter “L” denotes a person’s “long position” in such Shares and the

o K

letter “S” denotes a person’s “short position” in such Shares.

(2) The percentage of shareholding is calculated on the basis of
4,941,237,447 Shares in issue as at 31 March 2018.

(3) These 2,321,012,630 Shares were held by Sparkle Roll Holdings
Limited. Sparkle Roll Holdings Limited is a company wholly owned by Mr.
Qi. Accordingly, Mr. Qi was deemed to be interested in the Shares held
by Sparkle Roll Holdings Limited. Ms. Zhu Shuang is the wife of Mr. Qi.
Accordingly, Ms. Zhu Shuang was deemed to be interested in the Shares
held by Sparkle Roll Holdings Limited and Mr. Qi.

(4)  Among these 2,321,012,630 Shares, 1,200,000,000 Shares have
been charged to Able Honour Holdings Limited as security interest.
Able Honour Holdings Limited is 100% controlled by Ms. Xu Jiaying.
Accordingly, Ms. Xu Jiaying is deemed to be interested in all the Shares
in which Able Honour Holdings Limited.

(6)  These 420,000 Shares and 420,000 short positions were held by UBS
Securities LLC which is a company 100% controlled by UBS Group AG.
Accordingly, UBS Group AG was deemed to be interested in the Shares
and short positions held by UBS Securities LLC.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than as disclosed in the section headed “Share Options”
above, at no time during this financial year was the Company, fellow
subsidiaries or any of its subsidiaries a party to any arrangements to
enable the directors of the Company to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any
other body corporate.

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

Neither the Company, nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities during this
financial year.
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Report of the Directors

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws or the laws of Bermuda, which would oblige the Company
to offer new shares on a pro-rata basis to existing shareholders.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by
the Remuneration Committee of the Company on the basis of their
merit, qualifications and competence.

The Board has the general power of determining the Directors’
remuneration, subject to authorization of the shareholders of the
Company at the annual general meeting each year. The emoluments
of the executive Directors are subject to review by the Remuneration
Committee of the Company, and their remuneration is determined
with reference to the Directors’ qualifications, experience, duties,
responsibilities, performance, results of the Group and comparable
market information.

The Company has adopted the New Scheme as an incentive to
Directors and eligible participants.

CONTINUING CONNECTED TRANSACTIONS

The directors of the Company are responsible for the completeness
and accuracy of disclosures of continuing connected transactions
(“CCT”) and the Company’s compliance with the Listing Rules in
respect of such transactions.

The Independent Non-executive Directors of the Company had
reviewed all CCT as shown on pages 35 to 42 and confirmed in
this Annual Report and accounts that the transactions have been
entered into:

(1) in the ordinary and usual course of business of the Group;
(2) on normal commercial terms; and
(3) in accordance with the relevant agreements governing them on

terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.
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Report of the Directors

CONTINUING CONNECTED TRANSACTIONS
(Continued)

Crowe (HK) CPA Limited, the Company’s auditor, was engaged
to report on the Group’s continuing connected transactions in
accordance with Hong Kong Standard on Assurance Engagements
3000 (Revised) “Assurance Engagements Other Than Audits or
Reviews of Historical Financial Information” and with reference
to Practice Note 740 “Auditor’s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules” issued by the
Hong Kong Institute of Certified Public Accountants. Crowe (HK)
CPA Limited has issued an unqualified letter containing its findings
and conclusions in respect of the continuing connected transactions
in accordance with Rule 14A.56 of the Listing Rules and confirmed
that:

(@) nothing has come to its attention that causes it to believe that
the disclosed continuing connected transactions have not
been approved by the board of the Company;

(b) for transactions involving the provision of services by the
Group, nothing has come to its attention that causes it to
believe that the transactions were not, in all material respects,
in accordance with the pricing policies of the Group;

(¢) nothing has come to its attention that causes it to believe that
the transactions were not entered into, in all material respects,
in accordance with the relevant agreements governing such
transactions; and

(d) nothing has come to its attention that causes it to believe
that the disclosed continuing connected transactions have
exceeded the relevant annual caps as set by the Company.

A copy of the auditor’s letter has been provided by the Company to
The Stock Exchange of Hong Kong Limited.
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Report of the Directors

CONTINUING CONNECTED TRANSACTIONS
(Continued)

Showroom Rental Agreement

On 31 December 2010, Tianjin Xin Chang Tai Fu Trading
Development Limited (“TJXC”), an indirect wholly-owned subsidiary
of the Company, entered into a showroom rental agreement
(the “Showroom Rental Agreement”) with Mr. Qi, a substantial
shareholder of the Company, for a term commencing from 1
January 2011 to 31 December 2013, in respect of the office rental,
management fees and office expenses in relation to a showroom
and office of a gross floor area of approximately 365 square metres
at Zeng No. 4, No. 162 Zhang Zi Zhong Road, Heping District,
Tianjin, the PRC and subject to an annual cap of RMB2,640,000.

A supplemental agreement (the “Supplemental Agreement”) was
entered into between TJXC and Mr. Qi dated 30 June 2011 for
extension of the duration of the Showroom Rental Agreement from
its original term of 3 years from 1 January 2011 inclusive to 10 years
from 1 January 2011 inclusive.

For the year ended 31 March 2018, the total rental paid by
TJXC to Mr. Qi amounted to RMB2,640,000 or approximately
HK$3,134,000.

Beijing Leasing Agreement |
On 30 June 2011, Beijing Sparkle Roll Xin Tian Di Commerce

Development Limited (“SRXTD”),
subsidiary of the Company, entered into a lease agreement (the

an indirect wholly-owned

“Beijing Leasing Agreement I”) with Mr. Qi, a substantial shareholder
of the Company, for a 10-year term from 1 July 2011 to 30 June
2021, for leasing a portion of warehouse for exhibition purpose, of
a portion of warehouse having a gross floor area of approximately
2,150 square metres at portions of Basement Level 1 of Towers A
and B, International Wonderland No. 40 Xing Fu Er Chun, San Li
Tun, Chaoyang District, Beijing, the PRC.

EEBRERS ®)

EEHSHZ

RZE—ZFF+-_A=+—H  ARAHEEE
ENBARIKREEEREEFIERARAR
([REEEDEARNTEFERRASLET VR
EHERZ((BEEERZ])  BRHAEE
——E—H—Et —E—=F+ZA=+—

3 R BT R B KR TR @ 5R B AR B
1wﬁﬁ4ﬁ2Ff&%ﬂﬁ%@@EEF%
365 FK)EEzMAEHE - EREA LN
NEAX - FE LR AARE2,640,0007T °

R-ZZE——FXXA=1H XEESEELLE
RIS ([ ]) - A REHEE R
HZBRBREE -_F——F A —BER/H
¥ (BRERMRN)EREZEE-_T—F—A
—RERHTF(BREEEMRX)

RBEZF-/\F=ZA=+—HLEFE"
ARREEEENELECHSBBER/ARRE
2,640,000 7L #) 3,134,000/ T

tREEHEI

R-ZT——FXA=1+H ARQAHEHELE
MEBARILRBRFARIEXRERBR AR
(TSRXTD)) A AR E ERRESL LR ZHE
W ([ERBERZHID B - F——FtA

—HEBEE-T - —FXA=THILAH+F
AR B4t R EAk5 R = B 3218 — A 4058

BERERESARKBEM T1EZREHS
ETE (BB EEEL2,150F 7 RK)ER B M

SPARKLE ROLL GROUP LIMITED #2 %k £ [@ 4[5 A &)
ANNUAL REPORT 2018 4



EEEWE

Report of the Directors

CONTINUING CONNECTED TRANSACTIONS
(Continued)

Beijing Leasing Agreement | (Continued)

For the year ended 31 March 2018, the total rental paid by
SRXTD to Mr. Qi amounted to RMB2,400,000 or approximately
HK$2,849,000.

An agreement was entered into between SRXTD and Sparkle Roll
Retail Net Development Limited (“SRRND”), an indirect wholly-
owned subsidiary of the Company, dated 6 July 2011 pursuant to
which the tenant of the Beijing Leasing Agreement | was transferred
from SRXTD to SRRND, with the same agreement terms.

An amended Beijing Leasing Agreement | was entered into among
SRXTD, SRRND and Mr. Qi under which portions of Basement Level
1 of Tower B, International Wonderland No. 40 Xing Fu Eu Chun,
San Li Tun, Chaoyang District, Beijing, the PRC were surrendered to
Mr. Qi (with no liability on the part of SRRND and SRXTD) with effect
from 1 July 2013. The lease in respect of the retained portion would
continue under the same terms save for rental reduction on account
of the partial surrender.

Beijing Leasing Agreement Il

On 30 June 2011, Beijing Mei He Zhen Yong Motors Trading Limited
(“BJMH"), an indirect wholly-owned subsidiary of the Company,
entered into a lease agreement (the “Beijing Leasing Agreement I1”)
with Mr. Qi, a substantial shareholder of the Company, for a 10-year
term from 1 July 2011 to 30 June 2021, for leasing a showroom for
luxury automobiles dealership business, of a portion of showroom
having a gross floor area of approximately 1,135 square metres at
portions of Level 1 of Tower A, International Wonderland No. 40 Xing
Fu Er Chun, San Li Tun, Chaoyang District, Beijing, the PRC.

For the year ended 31 March 2018, the total rental paid by
BJMH to Mr. Qi amounted to RMB11,040,000 or approximately
HK$13,105,000.

An agreement was entered into between BUJMH and SRRND, an
indirect wholly-owned subsidiary of the Company, dated 6 July
2011 pursuant to which the tenant of the Beijing Leasing Agreement
Il was transferred from BJMH to SRRND, with the same agreement
terms.
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Report of the Directors

CONTINUING CONNECTED TRANSACTIONS
(Continued)

Beijing Leasing Agreement Il

On 30 June 2011, Sparkle Roll Oriental (Beijing) Trading
Development Limited (“SROBJ”), an indirect wholly-owned
subsidiary of the Company, entered into a lease agreement
(the “Beijing Leasing Agreement IlI”) with Mr. Qi, a substantial
shareholder of the Company, for a 10-year term from 1 July 2011
to 30 June 2021, for leasing a showroom for distribution of fine
wines, watches and jewelleries, of a portion of showroom having a
gross floor area of approximately 2,148 square metres at portions of
Levels 1 and 2 of Tower A, International Wonderland No. 40 Xing Fu
Er Chun, San Li Tun, Chaoyang District, Beijing, the PRC.

For the year ended 31 March 2018, the total rental paid by
SROBJ to Mr. Qi amounted to RMB13,560,000 or approximately
HK$16,096,000.

An agreement was entered into between SROBJ and SRRND,
a wholly owned subsidiary of the Company, dated 6 July 2011
pursuant to which the tenant of the Beijing Leasing Agreement Il
was transferred from SROBJ to SRRND, with the same agreement
terms.

Beijing Leasing Agreement IV

On 30 June 2011, Beijing De Te Motors Trading Limited (“BJDT”),
an indirect wholly-owned subsidiary of the Company, entered into a
lease agreement (the “Beijing Leasing Agreement 1V”) with Mr. Qi, a
substantial shareholder of the Company, for a 10-year term from 1
July 2011 to 30 June 2021, for leasing an office, of a portion of office
having a gross floor area of approximately 1,280 square metres at
Level 3 of Tower A and portion of Level 7 of Tower B, International
Wonderland No.40 Xing Fu Er Chun, San Li Tun, Chaoyang District,
Beijing, the PRC.

For the year ended 31 March 2018, the total rental paid by
BJDT to Mr. Qi amounted to RMB4,560,000 or approximately
HK$5,413,000.

An agreement was entered into between BJDT and SRRND, a wholly
owned subsidiary of the Company, dated 6 July 2011 pursuant
to which the tenant of the Beijing Leasing Agreement IV was
transferred from BJDT to SRRND, with the same agreement terms.
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Report of the Directors

CONTINUING CONNECTED TRANSACTIONS
(Continued)

Beijing Leasing Agreement V

On 26 June 2013, SRRND, an indirect wholly-owned subsidiary
of the Company, entered into a lease agreement (the “Beijing
Leasing Agreement V") with Mr. Qi, a substantial shareholder of the
Company, for a 10-year term from 1 July 2013 to 30 June 2023, for
leasing a showroom for luxury automobiles dealership, of a portion
of showroom having a gross floor area of approximately 1,429.2
square metres at portions of Levels 1 and 2 of Tower B, International
Wonderland, 40 Xing Fu Er Chun, San Li Tun, Chaoyang District,
Beijing, the PRC.

For the year ended 31 March 2018, the total rental paid by
SRRND to Mr. Qi amounted to RMB13,200,000 or approximately
HK$15,668,000.

Beijing Leasing Agreement VI

On 26 June 2013, SRRND, an indirect wholly-owned subsidiary
of the Company, entered into a lease agreement (the “Beijing
Leasing Agreement VI”) with Mr. Qi, a substantial shareholder of the
Company, for a 10-year term from 1 July 2013 to 30 June 2023, for
leasing an office, of a portion of office having a gross floor area of
approximately 840 square metres at portions of Level 3 of Tower
B, International Wonderland, 40 Xing Fu Er Chun, San Li Tun,
Chaoyang District, Beijing, the PRC.

For the year ended 31 March 2018, the total rental paid by
SRRND to Mr. Qi amounted to RMB3,360,000 or approximately
HK$3,988,000.
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Report of the Directors

CONTINUING CONNECTED TRANSACTIONS
(Continued)

Beijing Leasing Agreement VI (Continued)

On 6 March 2018, the Group entered into an acquisition agreement
with Mr. Qi and an entity wholly-owned Mr. Qi, namely Beijing
Wenfu Hengye Technology Development Co., Ltd* (“Wenfu”),
pursuant to which the Group had conditionally agreed to purchase
the entire equity interest in the Wenfu (“Sale Interest”). Under the
Acquisition Agreement, all rentals payable by the Group to the Mr.
Qi or the Target Company under the above continuing connected
transactions in relation to Tower A, International Wonderland No.
40 Xing Fu Eu Chun, San Li Tun, Chaoyang District, Beijing, the
PRC (the “Tower A”) between 1 April 2018 and the Completion Date
should be waived. Upon Completion, as the Group would become
owner of the Tower A, all such continuing connected transactions
would cease. For the details of the transactions please refer to
announcement dated 6 March 2018 and the circular dated 24 April
2018. Save for the lease in respect of the Tower A, the retained
lease agreements would continue under the same terms.

Tianjin Leasing Agreement |

On 30 June 2011, Tianjin Heng Ying Tai Fu Trading Development
Limited (“TJHY”), an indirect wholly-owned subsidiary of the
Company, entered into a lease agreement (the “Tianjin Leasing
Agreement I”) with Mr. Qi, a substantial shareholder of the
Company, for a 10-year term from 1 July 2011 to 30 June 2021,
for leasing a showroom for luxury automobiles dealership, having a
gross floor area of approximately 366.13 square metres at Zeng No.
2 and Zeng No. 3, No. 162 Zhang Zi Zhong Road, Heping District,
Tianjin, the PRC.

*

For identification purpose only

EEBRERS &)

tREEHRVI(E)

RZZB-NF=ZAXBE AEEEEXLER
HE2EHEN—HER (AILRXEEER
RBERARIR (3R] IS BB - &
It AEEA G R BB SR 2 R AE (T
S ) - REBEEEHZE - AKER LS8
BEXS THPBEILRTHBRD BEHER—
N40RERESAE([ABFEDKR-_Z—N\
FUA—HEZK A BB 2 A RNEEE
FEBRRRZEER TR - THE - ARAE
SEBRAEEEREA  MERSRHERE
RHBEFL - BEARSHIE  F2HAHR
"2 N\FZARBNRAERAHR TN
FOA-TMEEK - REBAEREZHE
S FrRE 2 HE B BRIBAERIGREES

N

REHE R

R-TE——FA=1TH AREIHEZEN
BRAKXEERFEEFIERARLAA (X2
B& ) BARNREERRESLLEFLHERHFH
(IR=HEEH=]) B-F——FtA—H
REZZ-—FRA=THIERHE+F - UHE
R BIROE T AFR R B BB 162 5% 18 257 &%
35 (BEEMIEL 366.13 F I K)ERSE
WEDIHERE -

Y EHER

SPARKLE ROLL GROUP LIMITED #2 %k £ [@ 4 [ A &)
ANNUAL REPORT 2018 4



ESEHRE

Report of the Directors

CONTINUING CONNECTED TRANSACTIONS
(Continued)

Tianjin Leasing Agreement | (Continued)

For the year ended 31 March 2018, the total rental paid by
TJHY to Mr. Qi amounted to RMB3,000,000 or approximately
HK$3,561,000.

An agreement was entered into between TJHY and SRRND, a wholly
owned subsidiary of the Company, dated 6 July 2011 pursuant to
which the tenant of the Tianjin Leasing Agreement | was transferred
from TJHY to SRRND, with the same agreement terms.

MAJOR AND CONNECTED TRANSACTION
- ACQUISITION OF A PROPERTY HOLDING
COMPANY

On 6 March 2018, the Group entered into an acquisition agreement
with Mr. Qi and Wenfu, pursuant to which the Group had
conditionally agreed to purchase the entire equity interest of Wenfu
(the “Sale Interests”). The consideration for the Sale Interest was
RMB652 million which was settled by way of cash. For the details of
the transactions please refer to announcement dated 6 March 2018
and the circular dated 24 April 2018.
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Report of the Directors

RELATED PARTY TRANSACTIONS

During this financial year, the Group entered into certain
transactions with parties regarded as related parties under the
applicable accounting standards. A summary of the related party
transactions entered into by the Group during the year ended 31
March 2018 is contained in Note 36 to the financial statements of
this Annual Report including connected transactions or continuing
connected transactions as defined in Chapter 14A of the Listing
Rules.

The Company has complied with the disclosure requirements, to the
extent they are not exempted or waived by the Stock Exchange, in
accordance with Chapter 14A of the Listing Rules with respect to
the connected transactions and continuing connected transactions
entered into by the Group during the year ended 31 March 2018.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
year ended 31 March 2018.

AUDITOR

BDO Limited (“BDO”) resigned as auditor of the Company with effect
from 28 December 2017. Crowe Horwath (HK) CPA Limited was
appointed as auditor of the Company with effect from 28 December
2017 to fill the casual vacancy occasioned by the resignation of
BDO. Crowe Horwath (HK) CPA Limited has changed its English
name to Crowe (HK) CPA Limited (“Crowe”). Accordingly, the
independent auditor’s report is now signed under the new name.
Crowe shall hold office until the conclusion of the forthcoming
annual general meeting of the Company. The financial statements
for the year ended 31 March 2018 was audited by Crowe. A
resolution will be proposed at the forthcoming annual general
meeting of the Company to re-appoint Crowe as auditor of the
Company.
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Report of the Directors

ENVIRONMENTAL POLICIES AND
DEVELOPMENT

The Group recognises the importance of environmental protection
and has adopted relevant measures for environmental protection
in order to ensure the compliance by the Group of the prevailing
environmental protection laws and regulations. Details of the
environmental policies and performance of the Group are set out in
the section headed “Environmental, Social and Governance Report”
on pages 75 to 89 in this Annual Report.

COMPLIANCE WITH LAWS AND
REGULATIONS

The shares of the Company are listed on the Main Board of the
Stock Exchange and the operations of the Group are mainly carried
out by its subsidiaries in Hong Kong, the PRC and Malaysia. The
operations of the Group should comply with relevant laws and
regulations in Hong Kong, China and Malaysia. During the year
ended 31 March 2018 and up to the date of this Annual Report,
the Group has complied with all the relevant laws and regulations in
Hong Kong, China and Malaysia.

CORPORATE GOVERANCE

The Board is of the opinion that the Company had adopted, applied
and complied with the code provisions as set out in the Corporate
Governance Code (the “Code”) contained in Appendix 14 to the
Listing Rules throughout the year ended 31 March 2018 except
for the deviation from provision A.2.1 of the Code since 1 January
2018.

Details of the corporate governance of the Group are set out in the
section headed “Corporate Governance Report” on pages 46 to 65
in this Annual Report.
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Report of the Directors

ANNUAL GENERAL MEETING

The forthcoming annual general meeting of the Company will be held
at 4:30 p.m. on 31 August 2018 at Regus, Conference Centre, 35/F,
Central Plaza, 18 Harbour Road, Wanchai, Hong Kong and a notice
of annual general meeting will be published and despatched in due
course.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 28
August 2018 (Tuesday) to 31 August 2018 (Friday) (both days
inclusive) during which period, no transfer of the shares of the
Company will be registered. In order to qualify for attending and
voting at the forthcoming annual general meeting of the Company,
all share transfer documents, accompanied by the relevant share
certificates, must be lodged with the Company’s branch share
registrar and transfer office in Hong Kong, Tricor Secretaries
Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East,
Hong Kong not later than 4:30 p.m. on 27 August 2018 (Monday).

On behalf of the Board

Zheng Hao Jiang
Chairman

Hong Kong, 22 June 2018
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CORPORATE GOVERNANCE PRACTICES

Sparkle Roll Group Limited (the “Company”) and its subsidiaries
(together the “Group”) is committed to maintaining a high standard
of corporate governance. The board of Directors of the Company
(the “Board”) agrees that corporate governance practices are
increasingly important for maintaining and promoting investor
confidence. Corporate governance requirements keep changing,
therefore the Board reviews its corporate governance practices
from time to time to ensure that all practices can be met with legal
and statutory requirements. Throughout the financial year ended
31 March 2018, the Group has adopted the principles and code
provisions in the Corporate Governance Code and Corporate
Governance Report (the “Code”) contained in Appendix 14 to the
Listing Rules. The Company has been in compliance with the Code
throughout the financial year ended 31 March 2018 except for the
deviation from provision A.2.1 of the Code since 1 January 2018.

According to provision A.2.1 of the Code, the roles of chairman
and chief executive officer should be separate and should not
be performed by the same individual. Mr. Zheng Hao Jiang is
the Chairman and the Chief Executive Officer of the Company
with effect from 1 January 2018, responsible for overall strategic
development, project management and client management of the
Group. The Board believes that vesting the roles of both chairman
and chief executive officer in the same person has the benefit
of ensuring consistent leading within the Group and will enable
the Company to make and implement decisions promptly and
effectively; and considers that such arrangement will not impair
the balance of power and authority between the Board and the
management and that the Company has sufficient internal controls
to provide checks and balances on the functions of the chairman
and the chief executive officer. Nevertheless, the Board will review
such arrangement from time to time in light of the prevailing
circumstances.

In addition, the Audit Committee of the Company, comprised
exclusively Independent Non-executive Directors, is freely and
directly to communicate with the Company’s external auditors and
independent professional advisers when it considers necessary.
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MODEL CODE OF CONDUCT FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities
Transaction by Directors of Listed Issuers (the “Model Code”)
contained in Appendix 10 to the Listing Rules to govern securities
transactions by the Directors. After having made specific enquiry of
all Directors, all Directors confirmed that they have complied with
the Model Code during the year and up to the date of this Annual
Report.

The Company also adopted the Model Code as guidelines for
its relevant employees who are likely to be in possession of
unpublished inside information of the Company in respect of
their dealings in securities of the Company. No incident of non-
compliance of the Model Code by the relevant employees was noted
by the Company.

BOARD OF DIRECTORS

The Board currently comprises three Executive, three Non-executive
and three Independent Non-executive Directors.

Executive Directors

Mr. Zheng Hao Jiang (Chairman and Chief Executive Officer)
Mr. Zhu Lei
Mr. Cheung Man Kit

Non-executive Directors

Mr. Gao Yu
Mr. Qi Jian Wei
Mr. Tang Sung Wai

Independent Non-executive Directors

Mr. Choy Sze Chung, Jojo
Mr. Lam Kwok Cheong
Mr. Lee Thomas Kang Bor

The biographical details are set out in the section headed
“Biographies of Directors and Senior Management” of this Annual
Report.
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The Company has three Independent Non-executive Directors,
representing one-third of the Board. At least one of the Independent
Non-executive Directors has appropriate professional qualifications
or accounting or related financial management expertise under
Rule 3.10 of the Listing Rules. All the Independent Non-executive
Directors have signed the annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules to confirm their
independence.

Under the Company’s Bye-laws, every Director is subject to
retirement by rotation at least once every three years.

The Board’s primary responsibilities are to determine the overall
strategies, monitor and control operating and financial performance
and set appropriate policies to manage risks in pursuit of the
Groups’ strategic objectives. Matters reserved for the Board are
those affecting the Group’s overall strategic policies, dividend
policy, significant changes in accounting policies, material contracts
and major investments. Day-to-day management of the Group’s
business is delegated to the Executive Director or officer in charge
of each department. The functions and power that are so delegated
are reviewed periodically to ensure that they remain appropriate.
Directors are provided with monthly updates on the Group’s
performance, status and updates on the latest developments in
order to enable the Directors to discharge their duties. All Directors
have recourse to external legal counsel and other professionals for
independent advice at the Group’s expense upon their request.

During the year under review, Mr. Choy Sze Chung, Jojo, Mr. Gao
Yu and Mr. Qi Jian Wei, retired and were re-elected as the Directors
at the annual general meeting held on 6 September 2017.
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NON-EXECUTIVE AND INDEPENDENT
NON-EXECUTIVE DIRECTORS

There are currently six Non-executive Directors of whom three
are independent. Each of the Non-executive Directors and the
Independent Non-executive Directors has entered into a letter of
appointment for a term of two years and then renewable for one
year. Under the Bye-laws of the Company, every Director, including
the Non-executive and the Independent Non-executive Directors,
shall be subject to retirement by rotation at least every three years.

The Company has received, from each of the Independent Non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company
considers that all of the Independent Non-executive Directors are
independent.

Pursuant to the code provision A.4.3 of the Code, serving more than
9 years could be relevant to the determination of a Non-executive
Directors’ independence. If an Independent Non-executive Director
serves more than 9 years, his further appointment should be subject
to a separate resolution to be approved by shareholders. The
circular to shareholders accompanying that resolution will include
the reasons why the Board believes he is still independent and
should be re-elected.

During the year under review, Mr. Choy Sze Chung, Jojo and Mr.
Lam Kwok Cheoung were re-elected in a separate resolution at the
annual general meeting held on 6 September 2017.
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MEETINGS AND ATTENDANCE

The Board meets regularly to review the financial and operating
performance of the Group and approve business plan. 9 Board
meetings were held in 2017/2018. Individual attendance of each
Director at the Board meetings, the Audit Committee meetings,
Remuneration Committee meetings and the Nomination Committee
meeting during 2017/2018 and the annual general meeting of the
Company held on 6 September 2017 (“2017 AGM”) is set out below:

ERRHERER

EEeTHBRTERRNARE M REE
KRB ARBOEEBE - R —tF =
E-NFHRETIREFEEHZ - N T+
F/_F-N\F BREFHFEFSSS
ERZBEREE FMZBEeERNERERR
GEBERARAR _E—LFNARNBETZ
BRFBFARE (T2 —tFERTBFRE )
ZEREIIT

Attendance/Number of Meetings

HERY EERY

Audit Remuneration Nomination
Board Committee Committee Committee 2017 AGM
“E-tF
Director Bz Exg ERZEE FWzEg REZEE RREFXE
Executive Directors HiTEE
Mr. Zheng Hao Jiang TR 9/9 N/A 2/2 N/A 1/1
TER TEA
Mr. Zhu Lei RELE 9/9 N/A 0/0 N/A 1/1
TEH @A
Mr. Cheung Man Kit (appointed with 3% X735 4 5/5 N/A N/A N/A 0/0
effect from 15 December 2017) (R=Z—+tF+-A TER TEA TEA
THREEM)
Mr. Tong Kai Lap (resigned with BRI (RZZE-N\& 5/5 N/A 2/2 N/A 11
effect from 1 January 2018) —A—H#fF) TEA NER
Non-executive Directors HHITEE
Mr. Gao Yu RERE 7/9 N/A N/A N/A il
TER TER TER
Mr. Qi Jian Wei REEgL 9/9 N/A N/A N/A Al
ER TER @R
Mr. Tang Sung Wai (appointed with ~ Bis2(& % 4 4/4 N/A N/A N/A 0/0
effect from 1 January 2018) (R=Z-N\#&E TN i ek
—A—REZ{E)
Mr. Zhang Si Jian (resigned with REEGE 4/4 N/A N/A N/A 11
effect from 15 December 2017) (RZZ—+F+=A TER TEHR N
THAET)
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Attendance/Number of Meetings

HERY,/ EEAH
Audit Remuneration Nomination
Board Committee Committee Committee 2017 AGM
—B-t%
Director Bz g ERZEE FMzEe REZEE RRAFAE
Independent Non-executive Directors BV FEHTEE
Mr. Choy Sze Chung, Jojo ZRELE 9/9 5/5 2/2 2/2 171
(Chairman of the Audit Committee) — (ZEZE&1E)
Mr. Lam Kwok Cheong (Chairman of #EE %4 9/9 5/5 212 2/2 11
the Remuneration Committee) (FHZEEETE)
Mr. Lee Thomas Kang Bor (Chairman %51 % 4 9/9 5/5 2/2 2/2 11
of the Nomination Committee) (lEEZ52+fE)
Board and committee minutes are recorded in appropriate detail. TEHEE@REE@@HANDY THERIDE -

Draft minutes are circulated to Directors for comments within
reasonable time after each meeting and the final version is open for
Directors’ inspection.

INDUCTION, DEVELOPMENT AND TRAINING
OF DIRECTORS

Every Board member has received a guidance book on Directors
duties and liabilities upon joining the Group, which also lays down
the guidelines on conduct for the Board and Board committee
members and other key governance issues, including but not limited
to Board procedures and all applicable laws, rules and regulations
that they are required to observe during their service in the Board.
The updated guidelines will be provided from time to time as and
when appropriate.

A formal and tailored induction programme will be arranged for each
new Director, which includes a briefing on the Group’s structure,
businesses and governance practices by the senior management.
To seek continuous improvement, the Directors are encouraged to
attend relevant training sessions, particularly on corporate ethics
and integrity matters, risk management, and relevant new laws and
regulations, from time to time.
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To ensure that the Directors’ contribution to the Board remains
informed and relevant and in compliance with code provision A.6.5
of the Code, the Company shall arrange and fund suitable training
for the Directors to develop and refresh their knowledge and skills.
During the year under review, the Directors participated in the kinds
of training as follows:

REREZRHENEZSHFLABREEE
Bl WETTRAIZTANGXEABSG AR
AR R R B TESETEERE) - ABR
LEHEMBEIEE - ROBEFA EFE2
B SRFIAEAL T

Director Kind of Training
BE il
Executive Directors HITEE
Mr. Zheng Hao Jiang BET Se

(Chairman and Chief Executive Officer) (F/EFTHAEE) A B
Mr. Zhu Lei KRERAE A B
Mr. Cheung Man Kit RN AR AE A, B
Non-executive Directors HHITEE
Mr. Gao Yu =EEE A, B
Mr. Qi Jian Wei ARREE A B
Mr. Tang Sung Wai BB A& A B
Independent Non-executive Directors BB ITEE
Mr. Choy Sze Chung, Jojo B AeE A, B
Mr. Lam Kwok Cheong ME S LA A B
Mr. Lee Thomas Kang Bor TER S E A, B

A: Reading materials on legal and regulatory updates.

B: Attending training seminar organised by The Hong Kong Institute of
Directors relating to analysis of SFC’s enforcement cases under its new
approach and implications of recent Stock Exchange’s consultation
papers to Directors.

SPARKLE ROLL GROUP LIMITED 2 & B A R A A
ANNUAL REPORT 2018 “F

A BEZERREESHERZED -
B: HFEMBEREZESHMZITIHEE  T&

REEGHERMENIT RBOOB X AHAX
HHEZENTE -



5 '/‘-i\-\A

i aRe
Corporate Governance Report

BOARD DIVERSITY POLICY

Based on the business needs of the Group, the Nomination
Committee has recommended and the Board has adopted the
following measurable objectives:

(i) a prescribed proportion of Board members shall be Non-
executive Directors or Independent Non-executive Directors;

(i)  a prescribed proportion of Board members shall have attained
bachelor’s degree or above;

(iii)  a prescribed proportion of Board members shall have obtained
accounting or other professional qualifications;

(iv) a prescribed proportion of Board members shall have China
related work experience.

The Nomination Committee shall monitor the implementation of the
board diversity policy and review the progress of its measurable
objectives from time to time. Based on its review, the Nomination
Committee considers that the current Board is well-balanced and
of a diverse mix appropriate for the business development of the
Company.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the corporate governance
duties and has adopted a written guideline on corporate governance
functions in compliance with the Code.

The duties of the Board in respect of corporate governance
functions are summarised as follows:

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

(iv)  to review the Company’s compliance with the code provisions
as set out in the Code and its disclosure requirements in the
Corporate Governance Report.

During the year, the Board reviewed and monitored the training
of the Directors, and the Company’s policies and practices on
compliance with legal and regulatory requirements.

REMUNERATION COMMITTEE

According to the Code, the Company established the Remuneration
Committee in March 2005. The principal role of the Remuneration
Committee is to exercise the power of the Board to determine
and review the remuneration package of individual directors and
key executives, including salaries, bonuses and benefits in kind,
considering factors such as time commitment and responsibilities of
the Directors and key executive, employments conditions elsewhere
in the Group and desirability of performance based remuneration
so as to align management incentives with shareholders interests.
The Remuneration Committee is also considering all relevant
remuneration data and market conditions in addition to considering
the performance and responsibility of individual directors and
officers by linking their compensation with performance and
will measure it against corporate goals. During the year, the
Remuneration Committee reviewed and approved the remuneration
package of the Executive Directors and senior management.

The Remuneration Committee shall consult the Chairman and/or
the Chief Executive Officer of the Company about its proposals
relating to remuneration of the Executive Directors and have access
to professional advice if it considers necessary. After reviewing
all relevant information, the Remuneration Committee shall make
recommendations to the Board for the remuneration of the Directors
and senior management.
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The Remuneration Committee comprises three independent non-
executive Directors and two executive Directors. Its present

members are:
Independent Non-executive Directors

Mr. Lam Kwok Cheong — Chairman
Mr. Choy Sze Chung, Jojo
Mr. Lee Thomas Kang Bor

Executive Directors

Mr. Zheng Hao Jiang
Mr. Zhu Lei

The Remuneration Committee held 2 meetings in 2017/2018
to review and approve directors, and senior management’s
remuneration. The directors fee paid to the Non-executive and
Independent Non-executive Directors are subject to annual review
and approval by the Remuneration Committee. The emoluments of
each of the Directors of the Company for 2017/2018 are set out in
note 12 to the financial statements.

Below is a summary of principal work performed by the Remuneration
Committee during 2017/2018:

° Review of the remuneration of the Executive Directors and
senior management and approval of the same.

° Review of the remuneration of the Non-executive Directors
(including the Independent Non-executive Directors), with
recommendations to the Board for approval.

° Review the existing share option scheme with recommendations
to the Board for approval.
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The annual remuneration of the members of the current senior
managements of the Group by band is set out below:

Emoluments Band

i < 48 5l

HK$Nil to HK$1,000,000
AL ZE 1,000,000 7T
HK$1,000,000 to HK$1,500,000
1,000,000 7% 1,500,000 7 7T

NOMINATION COMMITTEE

The Nomination Committee was established on 6 October 2008
and currently comprises three Independent Non-executive Directors
(“INED”), namely, Mr. Lee Thomas Kang Bor (chairman of the
Nomination Committee), Mr. Choy Sze Chung, Jojo, and Mr. Lam
Kwok Cheong.

The principal responsibilities of the Nomination Committee include
reviewing the structure, size and composition (including the skills,
knowledge and experience) of the Board on a regular basis and
making recommendations to the Board regarding any proposed
changes, identifying individuals suitably qualified to become
Board member, assessing the independence of INED; and making
recommendations to the Board on relevant matters relating to
the appointment or re-appointment of Directors and succession
planning for Directors in particular the chairman and the chief
executive officer.

The Nomination Committee has adopted written nomination
procedures specifying the process and criteria for selection of
candidates for directorship of the Company. The Nomination
Committee shall, based on criteria such as skills, experience,
professional knowledge, personal integrity and time commitments
of such individuals, the Company’s needs and other relevant
statutory requirements and regulations, identify and recommend the
proposed candidate to the Board for approval of appointment.

All Non-executive Directors and INED are appointed for a specific
term of two years and renewable for additional one year, and are
required to retire and eligible for re-election at the Annual General
Meeting of the Company in every three years in accordance with the
Company’s Bye-laws.
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The Nomination Committee held 2 meetings in 2017/2018. Below
is a summary of principal work performed by the Nomination
Committee during 2017/2018:

° Recommendation to the Board on the appointment or
reappointment of directors.

° Review of the structure, size and composition of the Board and
the Board committees.

° Assessment and confirmation of the independence of the INED
according to the criteria set out in Rule 3.13 of the Listing
Rules.

AUDIT COMMITTEE

The Company established an Audit Committee in compliance
with the Listing Rules for the purposes of reviewing and providing
supervision over the Group’s financial reporting process and internal
controls and discussing with the external auditor for the nature and
scope of audit. Written terms of reference of the Audit Committee
were formulated and adopted in March 2005.

The Audit Committee comprises three Independent Non-executive
Directors. The chairman of the Audit Committee is an Independent
Non-executive Director. Its present members are:

Independent Non-executive Directors

Mr. Choy Sze Chung, Jojo — Chairman
Mr. Lam Kwok Cheong
Mr. Lee Thomas Kang Bor

The Chairman of the Audit Committee, Mr. Choy Sze Chung,
Jojo, has appropriate professional qualification in accounting
and extensive experience in accounting and auditing matters.
Senior management and external auditor shall normally attend the
meetings. The Audit Committee held 5 meetings in 2017/2018 in
which three of the meetings with representatives from the external
auditor of the Company, for the purpose of discharging the
aforesaid duties.
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Below is a summary of principal work performed by the Audit
Committee during 2017/2018:

Review of the annual financial statements of the Group for the
year ended 31 March 2017 and the interim financial statements
of the Group for the six months ended 30 September 2017,
with recommendations to the Board for approval.

Review reports from the auditors to the Audit Committee.

Review of the internal controls and the risk management
systems of the Group.

Review of the connected transactions (including continuing
connected transactions) carried out during the year.

Review of the financial budget of the Group.

Review and make recommendation to the Board on the
appointment and the resignation of the auditors.

Review and approve the remuneration, other terms of
engagement, the nature and scope of the audit and the
reporting obligations of the auditor.

Review of the investment in B&O that could be re-classified
as available-for-sale investment with recommendations to the
Board for approval.

There was no disagreement between the Board and the Audit

Committee on the selection, appointment and resignation of the

external auditors.

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

Each year, the auditor is appointed by resolution at the annual
general meeting of the Company and the Directors are authorised to
fix the remunerations for the auditing services.

During the year, BDO Limited (BDO) resigned as the auditor of the
Company with effect from 28 December 2017. Crowe (HK) CPA
Limited (Crowe) was appointed as the auditor of the Company
with effect from 28 December 2017 to fill the casual vacancy
occasioned by the resignation of BDO. Crowe shall hold office until
the conclusion of the forthcoming annual general meeting of the
Company.

The fee paid or payable to Crowe for annual audit for the year
ended 31 March 2018 amounted to approximately HK$1.30 million
(2017: HK$1.37 million paid to BDO). Crowe has performed other
non-auditing services during the year with aggregate service fee
of approximately HK$0.51 million (2017: HK$1.23 million paid to
BDO). Non-auditing services include mainly provision of professional
services in connection with the circular published on 24 April 2018
and review of the continuing connected transactions and the annual
results announcement of the Group. The Audit Committee has
considered, based on the policy developed by them in this regard,
and made recommendations to the Board for these non-auditing
services conducted by our auditor.
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COMPANY SECRETARY

The Company Secretary supports the Board and the Board
committees by ensuring good information flow within the Board
and that Board policy and procedures are followed. The Company
Secretary also plays an essential role in the relationship between
the Company and its shareholders, and facilitates induction and
professional development of directors.

The company secretary is responsible for ensuring that the Board is
fully briefed on all legislative, regulatory and corporate governance
developments and that it has regard to them when making decisions.
The Company Secretary also advises the Directors on their obligations
for disclosure of interests in securities, connected transactions and
inside information and ensures that the standards and disclosures
required by the Listing Rules are observed and, where required,
reflected in the annual reports of the Company.

The Company Secretary is a full time employee of the Company and
has day-to-day knowledge of the Company’s affairs. The Company
Secretary is appointed by the Board and reports to the chairman
and the chief executive officer of the Company.

Mr. Li Yat Ming, the Financial Controller of the Group, has been
appointed by the Company as the company secretary. He is also the
primary contact person of the Company. For the year under review,
Mr. Li has taken no less than 15 hours of relevant professional
trainings to update his skills and knowledge. The biographical
details of Mr. Li are set out in the section headed “Biographies of
Directors and Senior Management” of this Annual Report.
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INVESTOR RELATIONS AND SHAREHOLDERS
RIGHTS - CONVENING OF GENERAL
MEETING

To promote investor relations and communications, meetings
with fund managers and potential investors are held frequently.
Shareholders are encouraged to attend the annual general
meetings for which at least 21 days, notice is given. The Chairman
and Directors are available to answer questions on the Group’s
businesses at the meetings. An annual general meeting of the
Company shall be held every year within a period of not more than
fifteen (15) months after the holding of the last preceding annual
general meeting.

Shareholders shall have the right to request the Board to convene a
general meeting of the Company and put forward agenda items for
consideration by shareholders. Each general meeting, other than an
annual general meeting, shall be called a special general meeting.
Shareholders holding an aggregate of not less than one-tenth (10%)
of the paid up capital of the Company carrying the right of voting at
general meetings of the Company shall at all times have the right,
by written requisition to the Board or the Secretary of the Company,
to require a special general meeting to be called by the Board for
the transaction of any business specified in such requisition; and
such meeting shall be held within two (2) months after the deposit of
such requisition. If within twenty-one (21) days of such deposit, the
Board fails to proceed to convene such meeting, the requisitionists
themselves may do so in accordance with the provisions of Section
74 of the Companies Act 1981 of Bermuda. Pursuant to Rule
13.39(4) of the Listing Rules, any vote of shareholders at a general
meeting must be taken by poll. Accordingly, all the resolutions
put to vote at the annual general meetings will be taken by way of
poll. The chairman of the annual general meetings will explain the
detailed procedures for conducting a poll at the commencement of
the annual general meetings.

After the conclusion of the annual general meetings, the poll results
will be published on the respective websites of the Stock Exchange
and the Company.
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The Board is committed to providing clear and full performance
information of the Group to shareholders through the publication
of interim and annual reports. In additional to dispatching circulars,
notices, financial reports to shareholders, addition information is
also available to shareholders from the Group’s website.

A resolution in respect of certain proposed changes to the Bye-laws
of the Company was passed in the 2012 AGM held on 20 August
2012. An updated constitutional document of the Company was
published on 22 August 2012.

SHAREHOLDERS RIGHTS ENQUIRIES TO THE
BOARD

Shareholders may make enquiries with the Board at the general
meetings of the Company or at any time send their enquiries and
concerns to the Board in writing through the company secretary of
the Company whose contact details are as follows:

Sparkle Roll Group Limited

Rooms 2028-36, 20th Floor, Sun Hung Kai Centre,
30 Harbour Road, Wanchai, Hong Kong
Telephone: (852) 2299 9902

Fax: (852) 2802 8577
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RISK MANAGEMENT AND INTERNAL
CONTROLS

The Board has an on ongoing responsibility for maintaining the
Group’s system of internal control and for the assessment and
management of risk and reviewing their effectiveness to safeguard
shareholders, investment and the Company’s assets. In meeting
its responsibility, the Board has entrusted the Audit Committee
and appointed professional internal control consultant with the
responsibility to assess risk of the Group and review the internal
control systems of the Group, which include financial, operational
and compliance controls functions. The risk assessment report
will document the major business risks while the internal review
report will provide the factual findings of whether the internal
control procedures, systems and controls of the Group are suitably
designed to achieve specified control objectives; have been placed
in operation; and are operating effectively, in which the specific
control objectives are achieved during a specified period from the
testing and review.

During the year, the Board has conducted review on the effectiveness
of the internal control system of the Group through discussions
with the Audit Committee on audit findings and control issues. The
internal control review report for the year listed out the findings of
the weaknesses in respect of the relevant cycles and procedures
with recommendations proposed for the Company to further improve
its internal control system. The results of the review and the risk
assessment report have been reported to the Board and areas of
improvement have been identified and appropriate measures have
been put in place to manage the risks. The Board based on the
review of the Audit Committee, considered that the Group’s internal
control system is effective and the resources, staff qualifications
and experience, training programmes and budget of the accounting
and financial reporting functions, were adequate for the year under
review.
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The Company has reviewed the inside information policy from
time to time and kept its content up-to-date. The updated inside
information policy for the handling and dissemination of inside
information has been circulated to the Directors, the senior
management and the relevant employees when they are employed.

DIRECTORS RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for the preparation
of the financial statements of the Company and that the financial
statements are prepared in accordance with statutory requirements
and applicable accounting standards. It is also the responsibility
of the Directors to ensure the timely publication of the financial
statements of the Company. During the year, the management has
provided sufficient explanation and information to the Board to
enable it to make an informed assessment of the financial and other
information put before it for approval including the updates on the
Company’s performance, position and prospects.

A discussion and analysis of the Group’s performance, an
explanation of the basis on which the Company generates or
preserves value over the longer term and the strategy for delivering
the Company’s objectives have been prepared and included in
the sections headed “Chairman’s Statement” and “Management
Discussion and Analysis” of this Annual Report.

The Directors confirm that they are not aware of any material
uncertainties relating to events or conditions that may cast
significant doubt upon the Group’s ability to continue as a going
concern.
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FINANCIAL REPORTING

The Board recognises its responsibility to prepare consolidated
financial statements which give a true and fair view and are in
accordance with Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards and Interpretations (hereafter
collectively referred to as HKFRSs) issued by the Hong Kong
Institute of Certified Public Accountants. Appropriate accounting
policies are selected and applied consistently. Judgements and
estimates made are prudent and reasonable. The Group has
changed some of its accounting policies following the adoption of
the new or amended HKFRSs which are relevant to and effective
for the Group’s financial statements for the year. The accounting
policies adopted by the Group are set out in the Summary of
Significant Accounting Policies of the note 3 to the financial
statements. The Directors use their best endeavours to ensure a
balanced, clear and understandable assessment of the Group’s
performance, position and prospects in financial reporting. The
Directors, having made appropriate enquiries, consider that the
Group has adequate resources to continue in operational existence
for the foreseeable future and that, for this reason, it is appropriate
to adopt the going concern basis in preparing the consolidated
financial statements.

The responsibilities of the auditor with respect to financial reporting
are set out on pages 90 to 97 in the Independent Auditor’s Report.

For and on behalf of the Board of Directors
Sparkle Roll Group Limited

Zheng Hao Jiang
Chairman & Chief Executive Officer
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Biographies of Directors and Senior Management

EXECUTIVE DIRECTORS

ZHENG HAO JIANG (Chairman and Chief Executive Officer)

Aged 51, Mr. Zheng graduated in the Law Department (Economic
Law Speciality) of Peking University in 1990 with a Bachelor degree
in Law. Mr. Zheng has over 20 years’ experience in Beijing in the
areas of equity portfolio management, capital market analysis
management and financial advisory. He is a founding member of
Hong Kong Professionals and Senior Executives Association and a
fellow member of the Hong Kong Institute of Directors. Mr. Zheng
joined the Group in October 2006.

Mr. Zheng has an interest in such number of shares under Part XV of
the SFO as disclosed in the section headed “Report of the Directors
— Directors’ interests in shares, underlying shares and debentures of
the Company and its associated corporations” of this annual report.

ZHU LEI

Aged 43, Mr. Zhu obtained a Bachelor of Arts degree in Russian
from the Department of Foreign Languages and Literatures of Beijing
Normal University in 1998. He has over 18 years of experience in
management and sales of watches and jewelry and management and
operation of golf clubs. Mr. Zhu joined the Group in May 2011 and
has since held several positions in the Group, including but not
limited to the executive director of the marketing department of our
Beijing headquarter, the operating director of Beijing Sparkle Roll
Xin Tian Di Commerce Development Limited, the director of the fine
wine business of the Group and the general manager of Sparkle Roll
Online (Beijing) Business Service Limited.

Mr. Zhu is the brother-in-law of Mr. Qi Jian Hong who is the controlling
shareholder of the Company. Mr. Qi Jian Hong is also the younger
brother of Mr. Qi Jian Wei,
Company.

a Non-executive Director of the
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Biographies of Directors and Senior Management

CHEUNG MAN KIT

Aged 53, Mr. Cheung has completed a two-year course in business
studies and obtained a certificate from the Caritas Centre for Further
and Adult Education in 1988. Mr. Cheung has over 20 years of
experience working in listed companies. He is currently working as a
finance manager of a company whose shares are listed on the main
board of The Stock Exchange of Hong Kong Limited. Mr. Cheung
has extensive experience in finance, financing, project development
and business development. Mr. Cheung joined the Group in
December 2017.

NON-EXECUTIVE DIRECTORS

GAO YU

Aged 44, Mr. Gao is currently a Managing Director of the Private
Equity Division of Morgan Stanley Asia Limited, primarily focusing
on private equity investment activities in China. He had also been
a non-executive director of China Dongxiang (Group) Co., Ltd. (HK
stock code: 3818) (“China Dongxiang”) from July 2007 to May 2013
and then has been re-designated as an independent non-executive
director of China Dongxiang from 24 May 2013 to present. Mr. Gao
is a director of Shandong Buchang Pharmaceuticals Co., Ltd.
(Shanghai Stock Exchange stock code: 603858) which was listed on
18 November 2016.

Mr. Gao was also a director of Tongkun Group Co., Ltd. (Shanghai
Stock Exchange stock code: 601233) until his resignation on 30
March 2015. He had also been a non-executive director of Belle
International Holdings Ltd (HK stock code: 1880) from August 2006
to August 2014 and then has been re-designated as an independent
non-executive director of Belle International Holdings Limited from 5
August 2014 to 27 July 2017.

Prior to joining Morgan Stanley Asia Limited, Mr. Gao worked in
Citigroup’s Investment Banking Division in Asia for about five years.
He also worked in Donaldson, Lufkin & Jenrette’s Debt Capital
Markets Group in New York. Mr. Gao graduated from Stanford
University with a Master’s degree in engineering-economic systems
and operations research as well as from Tsinghua University in
Beijing with dual Bachelor’s degrees in engineering and economics.
Mr. Gao joined the Group in September 2010.
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Biographies of Directors and Senior Management

Ql JIAN WEI

Aged 63, Mr. Qi has over 15-year experience in the jewellery
business in China including trading management, development of
distribution channels and production operations. He graduated from
machineries profession of Beijing Open University in 1982. He is
the elder brother of Mr. Qi Jian Hong, the sole beneficial owner of
Sparkle Roll Holdings Limited. Mr. Qi joined the Group in September
2010.

TANG SUNG WAI

Aged 38, Mr. Tang obtained a Bachelor of Arts degree from
Macquarie University in Australia in 2006. Mr. Tang has over 9 years
of experience in the life insurance industry. Mr. Tang joined the
Group in January 2018.

INDEPENDENT NON-EXECUTIVE DIRECTORS

CHOY SZE CHUNG, JOJO

Aged 59, Mr. Choy is the Vice Chairman of National Resources
Securities Limited. He has extensive experience in the securities
industry and business management. Mr. Choy obtained Master of
Business Administration Degree from University of Wales, Newport
and Master of Business Law Degree from Monash University. Mr.
Choy is also an independent non-executive director of Luye Pharma
Group Limited (HK stock code: 2186), Zhaojin Mining Industry
Company Limited (HK stock code: 1818) and First Credit Finance
Group Limited (HK stock code: 8215).

Mr. Choy had also been an independent non-executive director of
Orient Securities International Holdings Limited (HK stock code:
8001) from March 2010 to May 2016. He was also an independent
non-executive director of Chengdu Putian Telecommunications
Cable Company Limited (HK stock code: 1202) (“Chengdu Putian”)
from 16 February 2006 to 31 January 2018. On 5 July 2018, the
Listing Committee of the Stock Exchange censured, among other
persons, Mr. Choy, being one of the independent non-executive
directors of Chengdu Putian, for breach of his director’s undertaking
to the Stock Exchange to use his best endeavours to procure
Chengdu Putian to comply with the Listing Rules relating to the
disclosure requirements for continuing connected transactions.
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Biographies of Directors and Senior Management

Mr. Choy is also the Vice Chairman of the Institute of Securities Dealers
Limited, a fellow member of Hong Kong Institute of Directors, a fellow
member of Institute of Financial Accountants, a fellow member of
the Institute of Compliance Officers, a fellow member of the Institute
of Public Accountants, a member of Society of Registered Financial
Planner Limited, a member of the fourth session and the fifth session
of the Chief Executive Election Committee of Hong Kong Special
Administrative Region (Financial Services Subsector), a member
of the Election Committee of the 12th and 13th National People’s
Congress of Hong Kong Special Administrative Region, a member
of Shantou Chinese People’s Political Consultative Committee, an
honorary president of Shantou Overseas Friendship Association, an
honorary president of Shantou Overseas Exchange Association, an
honorary principal of Chen Po Sum School, a committee member
of Rotary Club Kowloon West and a director of Federation of Hong
Kong Chiu Chow Community Organizations. Mr. Choy joined the
Group in October 2007.

Mr. Choy has an interest in such number of shares under Part XV of
the SFO as disclosed in the section headed “Report of the Directors
— Directors’ interests in shares, underlying shares and debentures of
the Company and its associated corporations” of this annual report.

LAM KWOK CHEONG

Aged 64, Mr. Lam holds Bachelor of Laws degree from the
University of Hong Kong. He is an independent non-executive
director of Wah Sun Hangbags International Holdings Limited (HK
stock code: 2683).

Mr. Lam was an independent non-executive director of Southwest
Securities International Securities Limited (HK stock code: 812) and
China Brilliant Global Limited (formerly known as Prosten Health
Holdings Limited) (HK stock code: 8026) until his resignation on
19 September 2016 and 12 February 2018, respectively. He was
also an independent non-executive director of Kaisa Health Group
Holdings Limited (formerly known as Mega Medical Technology
Limited) (HK stock code: 876) from September 2004 to June 2014
and then re-designated as a non-executive director from 20 June
2014 to 30 June 2016. He was also a non-executive director of
China Ocean Fishing Holdings Limited (formerly known as Sky
Forever Supply Chain Management Group Limited) (HK stock code:
8047) from 17 June 2015 to 27 July 2015.
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Mr. Lam is a Justice of the Peace with Bronze Bauhinia Star
(BBS) and a solicitor of the High Court of the Hong Kong Special
Administrative Region. Mr. Lam is currently a China-appointed
Attesting Officer, a fellow member of the Hong Kong Institute of
Directors, Ex-Officio Member of Heung Yee Kuk New Territories,
member of Panel of Adjudicators, Obscene Articles Tribunal, a
member of Buildings Ordinance Appeal Tribunal Panel and a Civil
Celebrant of Marriages. Mr. Lam joined the Group in October 2007.

LEE THOMAS KANG BOR

Aged 64, Mr. Lee is an independent non-executive director and the
chairman of the audit committee and the remuneration committee
and a member of the nomination committee of CIG Yangtze Ports
PLC (HK stock code: 1719).

He was also appointed as an independent non-executive director
and the chairman of the audit committee of Camsing International
Holding Limited (formerly known as Fittec International Group
Limited) (HK stock code: 2662) on 21 January 2016 and 4 February
2016 respectively, and resigned with effect from 31 May 2016.

Mr. Lee is a member of the Hong Kong Institute of Chartered
Secretaries and the Institute of Chartered Secretaries and
Administrators, a fellow member of the Hong Kong Institute of
Certified Public Accountants, the Association of Chartered Certified
Accountants and the Taxation Institute of Hong Kong. Mr. Lee
graduated from the University of London with a bachelor’s and
master’s degrees in laws and was called to the Bar of the Lincoln’s
Inn of United Kingdom. He served as president of the Taxation
Institute of Hong Kong from 1999 to 2002, president of the Asia-
Oceania Tax Consultants’ Association from 2012 to 2014 and is
now its honorary advisor, and he is also the president of Hong Kong
Professionals and Senior Executives Association. Mr. Lee is the
chairman of Thomas Lee & Partners Limited, Certified Tax Advisers.
Mr. Lee joined the Group in August 2008.
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Biographies of Directors and Senior Management

Mr. Lee has an interest in such number of shares under Part XV of
the SFO as disclosed in the section headed “Report of the Directors
— Directors’ interests in shares, underlying shares and debentures of
the Company and its associated corporations” of this annual report.

HONORARY CHAIRMAN

Ql JIAN HONG

Aged 51,
wholesale and retail management of luxury goods in China. Mr. Qi

Mr. Qi has over 20 years’ experience in the areas of

is also the sole beneficial owner of Sparkle Roll Holdings Limited, a
controlling shareholder of the Company. He is the younger brother
of Mr. Qi Jian Wei, a non-executive Director.

Mr. Qi was the Honorary Advisor from 1 December 2015 to 31
March 2017 and then serves as the Honorary Chairman of the
Company from 1 April 2017 to present.

Mr. Qi was the President of the automobile dealership division
and watch distributorship division and was regarded as a senior
management of the Group from June 2008 to November 2015.

Mr. Qi is currently a director of Cultural Investment Holdings Co., Ltd
(Shanghai Stock Exchange stock code: 600715).

Mr. Qi has an interest in such number of shares under Part XV of the
SFO as disclosed in the section headed “Report of the Directors —
Substantial shareholders’ interests in shares and underlying shares
of the Company” of this annual report.

SENIOR MANAGEMENT

ZHAO XIAO DONG (Chief Operating Officer)

Aged 50, Mr. Zhao is currently a Member of Supervisory Board of
Cultural Investment Holdings Co., Ltd (Shanghai Stock Exchange
stock code: 600715).
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Mr. Zhao was the executive director, the Deputy Chairman and the
Chief Operating Officer of the Company from September 2008 to
December 2015. He had also been a Consultant from January 2016
to 15 April 2018 in respect of the watch and jewellery business of
the Group.

Mr. Zhao was re-designated as a Chief Operating Officer of the
Group with effect from 16 April 2018 to present. He has over 15
years’ experience in the areas of wholesale and retail management
of luxury goods in Beijing.

LI YAT MING

Aged 38, Mr. Li is the Financial Controller, Company Secretary and
Authorised Representative of the Company and he joined the Group
in July 2009. He has over 10 years of experience in accounting,
auditing, financial management, taxation and company secretarial
fields. Prior to joining the Group, he had served in an international
accounting firm. Mr. Li holds a Bachelor of Arts (Honours) in
Accountancy from The Hong Kong Polytechnic University and
a Postgraduate Certificate in Corporate Compliance from The
University of Hong Kong School of Professional and Continuing
Education. He is a Fellow of the Hong Kong Institute of Certified
Public Accountants, and also is a member of Hong Kong Securities
and Investment Institute and Hong Kong Investor Relations
Association.

JIA HAI TAO

Aged 50, Mr. Jia graduated from the master’s programme in
business economics (FELEEES) of the Graduate School of
Chinese Academy of Social Sciences in 1998 and is the General
Manager of Rolls-Royce Beijing of the Group. Mr. Jia has held
various senior management positions since 1998 in the fields of
sales and marketing, and in these positions, he was responsible
for the marketing of computer equipment at KeHai Group* (L&
£ @), consultancy and marketing of life insurance at Sino-US
MetLife Insurance Co., Ltd.* (FREAXEHE AZRE AT )and film
studio marketing at Beijing Sparkle Roll International Film Studio
Management Limited* (3t RRKBEBEE M EIRER A F]). Mr. Jia
joined the Group in September 2012 and has served in various
capacities, including deputy general manager of the automobile
dealership division, deputy general manager of Rolls-Royce Beijing,
deputy general manager and general manager of Bentley Beijing of
the Group.
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LIU JING JING

Aged 44, Ms. Liu graduated from the Beijing University of Technology in
1997 with a Bachelor of Engineering in air-conditioning and cooling (%=
FEHSE ) and is the Head of automobile dealership division and
deputy general manager and sales manager of Lamborghini Beijing of
the Group. Since 1997, Ms. Liu had been working in the area of public
relations with Beijing Dongan Group* (dt REZ£E ), Shidu Mall* (it
#'H &) and Zhongshang Department Store* (R H & ). She joined
the Bentley Beijing Group in 2001 as assistant to president and was
responsible for handling commercial vehicle orders, vehicle purchase
and liaison with foreign vehicle manufacturers for nearly 6 years.
Ms. Liu joined the Group in July 2008 and has served as assistant
to president and purchasing manager of the automobile dealership
division of the Group.

CHEN LING

Aged 39, Mr. Chen graduated from the Beijing Institute of
Technology in 2001 with a Bachelor of Engineering in computer
science and from the University of Wollongong in Australia in 2009
with a Master in Information Technology Management. He is the
General Manager of B&O PLAY at Balanorm Beo (Beijing) Trading
Development Limited, a subsidiary of the Group, and Head of the
e-commerce division of the Group. Mr. Chen has been engaging,
and has accumulated rich experience, in corporate management
and information technology management since 2010. Mr. Chen
joined the Group in July 2013 and was assistant to president of the
automobile dealership division of the Group and training manager of
B&O PLAY at Balanorm Beo (Beijing) Trading Development Limited.

QU JING

Aged 37, Ms. Qu graduated from the undergraduate programme in
fashion design and performance of the Beijing Institute of Fashion
Technology in 2001 and is the General Manager of the Group’s
Sparkle Roll Honor Club. Ms. Qu has been engaging in the sale of
Bentley vehicles for various years after graduation and later joined
the Group in June 2010. Prior positions at the Group include Head
of the sales department of the wine division, Beijing Sparkle Roll
Luxury World (Hua Mao) and Rolls-Royce Beijing of the Group. She
has extensive experience in cross-selling of various product lines of
the Group and handling VIP relations.
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CHENG BIN

Aged 47, Ms. Cheng graduated from the Kwantlen Polytechnic
University in Canada in 2008 with a Bachelor of Business
Administration in Accounting. She also is the Chartered Professional
Accountant, Certified General Accountant (CPA,CGA). Ms. Cheng
currently is the assistant operating director of the Group. She had
served as auditor and financial controller at BDO Canada and Canada
JinBi International Limited* since 2008. She joined the Group in March
2013 and held the position as the Head of the watch and jewelry
division and the Head of the marketing and media division of the
Group.

WEN Ql

Aged 42, Mr. Wen graduated from Training School of Beijing
Communist Party Committee with a college degree in 2005. He
is currently the General Manager of Bentley Tianjin, a subsidiary
of the Group. Mr. Wen joined Sparkle Roll Group in May 2011
and has since held several positions in the Group, including the
executive assistant of Beijing headquarter of the Group, deputy
manager and workshop director of branded automobile after-
sales service division of the Group, the deputy general manager
and sales manager of Bentley Tianjin, a subsidiary of the Group.
During the seven years since joining the Group, Mr. Wen has served
in various capacities and possesses professional background
and after-sales maintenance service management experience for
luxury automobiles and sales management experience for Bentley
automobiles.

* for identification purpose only

SPARKLE ROLL GROUP LIMITED 2 & B A R A A
ANNUAL REPORT 2018 “F

i

BETH BRITRZZEZNFEERMN
ZRERFEHIE T K (Kwantlen Polytechinc
University) @5t 25 % - HEIRHEESZ +
B o MM RIFETEEGETAD - s EHAD
KPACGM BEZTHEAREEIRESL R

o MR =TT N\FE - KBEINEABDOE
EJrEW?f%Fﬁ CMERSEBRERERATANES
TR A ARBE T - A =T —=F = AN

AR KBRS E R ENT S ERABE
BE o
B
25 —ETRFREEERILERTEZE

hwgﬁﬁii BAESEMBEMNRZE
I ORBAEER T ——FRHAMARK
£ - WEE@ﬁaﬂ%ﬁﬁ%ﬁ SEM
BREAEEREEREROINCIEFRER
T SEMBEMIL R RLEERBEER
B ORBAAEMAEE7ER LB A
FBR AERTNBESSIREREER
HERBEREBRREN ABNHETEL
%ﬁ o

tOEMES



RIE - HERERBE

Environmental, Social and Governance Report

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

With a mission to build a kingdom of luxury goods dealerships and
act as the leader to develop the PRC luxury goods market at its full
speed, Sparkle Roll Group Limited (hereafter “We”, “Sparkle Roll”,
or “the Company”, together with its subsidiaries, collectively “the
Group”) recognises its responsibility of not limiting to providing
quality products and services to customers, but also contributing to
the sustainable development of the society.

We are therefore very pleased to publish our second environmental,
social and governance (“ESG”) report (“Report”) with details of our
efforts in sustainable development. The Report provides information
on environmental and social issues that are relevant to the Group
and our stakeholders. The scope of this ESG Report focuses on
our major business operation — automobile trading and retails
with after-sale services provision in Beijing and Tianjin. The ESG
Report was prepared in accordance with Appendix 27 to the Rules
Governing the Listing of Securities on the Stock Exchange of Hong
Kong Limited (“Stock Exchange”), meeting all “comply or explain”
provisions of the Appendix 27. The Report has been reviewed and
approved by the board of directors of the Company, and covers the
financial year from 1 April 2017 to 31 March 2018 (“the Reporting
Period”).

For any feedback on our ESG Report, please contact us via email at
info@hk970.com.
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Environmental, Social and Governance Report

STAKEHOLDER ENGAGEMENT AND
MATERIALITY ASSESSMENT

To formulate the direction of our ESG Report, we need to
understand and identify the material ESG issues for the Group.
Various stakeholders, including the board of directors, employees
and shareholders, were engaged to fill in an online questionnaire
and rate the importance of 22 ESG topics. The results were used to
conduct a materiality assessment, as presented below:
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Materiality Assessment
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Materiality of ESG issues
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From the materiality assessment, it was identified that our focus
should be placed on the products and services responsibility in
meeting customers’ need and the integrity within our operations.
Details of our efforts are presented in the later sections.
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Environmental, Social and Governance Report

QUALITY SERVICES AND PRODUCTS

In the automobile business, our major suppliers are the branded
automobiles, namely Bentley, Lamborghini and Rolls-Royce. Being
the top luxury car brands in the world, the product quality is of
strict quality assurance process to ensure customers’ comfort and
safety, and hence the products meet all laws and regulations related
to product responsibility, including the Regulation concerning
Management of Compulsory Product Certification ({3& 4 & & 52
ZEIPITE)). The brands also have commitments to environmentall
protection and social responsibility and therefore, have their own
requirements and expectations on their dealers, such as how to
maintain customers’ satisfaction and the accessories and materials
used in our after-sales services.

We strive to cooperate with the suppliers to create mutual benefits.
Our employees constantly participate in the training organised by
our brand suppliers, to improve on areas such as brand knowledge
and product information, sales techniques and customer services.
When handling customer complaints, we adhere to the guidance
provided by the brand suppliers and strictly manage our staff to
ensure that they act appropriately to meet the brands’ expectations.
The brand suppliers also perform customer satisfaction survey on
sales and after-sales services to check if our services exceed or fall
short of customers’ expectations.

We also take customer privacy seriously. Member profile is one of
the most important business information and resources of the Group
and therefore, employees are required to keep the information
confidential. Employees are restricted to transfer, sell, disclose or
keep privately. Penalty for non-compliance with this rule can be
termination of employment contract.

During the Reporting Period, there was a civil legal case identified
in Tianjin subsidiary regarding the quality of provided product.
This case was concluded in July 2018 and the relevant sales and
purchase contract was rescinded and the compensation amounting
to RMB8,520,000 was paid to the plaintiff in accordance with the
final judgement of the court. We have reviewed its impact on the
financial position, daily operation and quality assurance on delivered
products and services of the Group and we confirm that there
was no material and significant impacts on the Group relating to
product health and safety, advertising, and privacy matters relating
to products and services provided and methods of redress.
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In order to prevent the similar case occurrence in the future, we have
implemented remedial plans promptly. For instance, every customer
in Tianjin need to sign a “Pre-delivery inspection acknowledgement”
before the completion of sales transaction to ensure that the pre-
delivery inspection procedure for product quality checking is well-
communicated with the customers and properly executed.

EMPLOYEE MOTIVATION

As of 31 March 2018, our Group had a total of 474 employees, of
whom 220 are males and 254 are females. The Group’s employment
policy ensures that the employees are treated fairly, equally and
free of discrimination. We strive to create a workplace that is free
of discrimination with respect to human rights. One key way of
differentiating us from other luxury goods dealers is customer
service. Delivering superior customer service leads to the growth in
sales and in return, increase our ability to invest in employees. Thus,
we strive to create an environment that motivates our employees
so that they understand their jobs and feel a higher degree of
satisfaction to provide excellent services. Our staff handbook sets
out the employment terms and conditions which are in compliance
with national laws and regulations.

Employment Practices

The Group has a system in formulating employees’ remuneration
package, which includes basic salary, holidays, rest periods,
commission, discretionary bonus, medical insurance and retirement
funds, and conducts analysis to ensure our employees are
rewarded competitively with a balance of market competitiveness,
organisational business conditions and individual performance.

We also set standard working hours for employees and minimise
overtime work for our staff. In any event, overtime works are on
a voluntary basis with staff compensated in accordance with the
relevant labour laws and regulations. All staff are entitled to marriage
leaves, maternity leaves, paternity leaves and compassionate
leaves, apart from paid annual leaves. We also respect
breastfeeding staff by providing reasonable break time for working
mothers in the workplace.
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We uphold the principle of fairness and openness during the
recruitment and promotion process and any gender discrimination
is strictly prohibited. The candidates’ performance, experience and
potentials are the only factors considered for decisions on staff
employment and promotion.

The Group enacts zero tolerance to the use of child labour and
forced labour in our workplace.
to verify the age of all the applicants before they are considered
for employment. All employees signed the employment contract

Identity checks are carried out

consensually and voluntarily with the Group.

During the Reporting Period, we confirm that there were no
breaches with relevant national labour laws and regulations that
had a significant impact on the Group relating to compensation and
dismissal, recruitment and promotion, working hours, rest periods,
equal opportunity, diversity, anti-discrimination, and other benefits
and welfare or preventing child and forced labour.

Act with Integrity

Integrity is one of the fundamental values to maintain at our
workplace. We expect our employees to uphold this core value to
create an ethical workplace and provide customers with excellent
service. As stipulated in the staff handbook, our employees are
required to adhere to the code of conduct and demonstrate sound
moral and ethical principles at work, as well as complying with
relevant national laws and regulations. In any event of unlawful acts
such as corruption, fraud, bribery, malpractice, extortion, fraud,
money laundering performed by our employees, the Group will
immediately terminate their employment contract.

Employees also have the responsibility to safeguard both tangible
and intangible assets of the Group, as well as our customers’ and
suppliers’. Employees are required to maintain the equipment
and facilities in good conditions, and prevent loss and damage of
the merchandised goods. Personal and confidential information,
including but not limited to salaries, business data, and customers’
information, shall be protected and shall not be shared with third

parties or disclosed such information outside the Group.

During the Reporting Period, we confirm that there was no non-
compliance case that had a significant impact on the Group relating
to bribery, extortion, fraud and money laundering.
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Career Advancement

We strive to offer employees with prospective career development
opportunities for achieving personal goals, as well as maintaining a
sustainable development of the Group through retaining skilled and
experienced talents. We prioritise internal promotion opportunities
for our staff when job vacancies occur and provide training to
enhance their skills to fill in competency gaps. All new employees
have to attend an induction training in order to understand basic
information such as the Group’s background and business goals,
rules and regulations, employee rights and benefits, code of
conduct as well as relevant professional knowledge. For existing
employees, we offer both internal and external training to them
regularly depending on their roles and position. An annual training
plan is developed to ensure our employees receive proper training
to acquire new knowledge and skills for enhancing job satisfactions
and capability. Our board of directors and senior management
also joined an in-house training held by The Hong Kong Institute
of Directors regarding the latest cases on law enforcement by the
Securities and Futures Commission (“SFC”) and the core issues
on HKEX’s recent consultation papers, in order to strengthen and
update the directors with the latest knowledge.

Workplace Health and Safety

A safe workplace creates a productive work environment. Safety
precaution notices with emergency handling and protective
measures are displayed in the working area of our after-sales
service centres to remind our employees to pay full attention on the
identified potential hazardous exposures of the operational activities
such as welding and noise. To mitigate the occupational safety
hazards posed to our staff, suitable personal protective equipment
is provided to our workers. For workers engaged in hazardous
operations, such as paint spraying and panel beating in our after-
sales service centres, occupational health check-up is conducted
at least once a year to ensure they remain healthy. We also provide
additional subsidies to workers whose work is at higher risk.
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Emergency plans are developed with clearly defined responsibility
of different departments and personnel,
preventing and handling emergencies for hazardous chemical

as well as guidance on

leakage, fire and occupational health and safety hazards.

During the Reporting Period, we confirm that there was no non-
compliance with laws and regulations that had a significant impact
on the Group relating to occupational health and safety.

ENVIRONMENTAL PROTECTION

We strive to minimise adverse environmental impacts from our
operations, including both the after-sales service centres and
offices. During the Reporting Period, we confirm that there was no
non-compliance with the relevant laws and regulations that had
significant impact on the Group relating to the air and greenhouse
gas emission, discharges into water and land, and generation of

hazardous waste and non-hazardous waste.

Automotive after-sales service centres

Apart from selling cars in our automobile dealership, we also provide
vehicle repair, maintenance, and other after-sales services for
our customers. Through the implementation of proper mitigation
measures, we ensure that the operations of the after-sales service
centres comply with applicable environmental laws and regulations
with proper measures implemented to reduce adverse impacts on
the environment. An environmental impact assessment has been
conducted in each facility and all our facilities have gone through the
final inspections. Within our operation, air emissions, wastewater
and solid waste generations are our focused areas and appropriate
actions have been taken to manage them as described below.
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Volatile organic compounds (“VOCs”) and the exhausted gas
containing dust are the main sources of the air emission generated
in our operation. The VOCs are generated during the paint spraying
process, whereas the dusty exhausted gas is produced from the
grinding and polishing of the vehicle body. The paint spraying is only
carried out in a designated compartment with suitable air pollution
control facilities, such as with activated carbon absorbers. All the
treated exhaust gas then passed through a chimney at a suitable
height before emitting to the atmosphere. Similarly, our grinding
equipment is fitted with vacuum cleaner for dust suppression during
the process of grinding and polishing in our after-sales services
centres.

Wastewater from car washing is either treated properly before
discharging or recycled by a third party.

Solid wastes generated from vehicle repair and maintenance, in
particular those hazardous waste such as waste lubricant oil,
organic solvents, paints and activated carbon are properly sorted,
labelled and stored in a designated area without mixing with other
solid wastes. To manage hazardous waste properly, we have
signed an agreement with licensed third parties for collection,
transportation and treatment of the hazardous waste.

Offices

We have set up an Office Environmental Policy for guiding
employees to use resources wisely on a daily operation basis.
Notices are posted in our offices reminding employees to save
the use of paper, water and energy. For example, lights and air-
conditioners should be switched off before leaving the offices or
when they are not in use; doors and windows should be closed while
air-conditioning is on. Furthermore, recycling bins are placed in our
offices to segregate different types of recyclable materials such as
plastic, glass and aluminium cans for material recycling. We also opt
for purchasing the products with green label, greater durability that
emit fewer irritating or toxic substances during use and avoid using
single-use disposable items in our offices.
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Paper

° Recycle and reuse envelopes for internal couriers

° Adopt double-sided printing and photocopying

° Think twice before printing. When printing is necessary,
preview carefully before printing to reduce paper wastage

° Reuse single-sided papers

Water

° Encourage staff to report leakage of taps, water pipes and
toilets immediately to the relevant department

° Switch off the water tap during and after washing hands

Energy

° Turn off computers, monitors and printers when leaving the
workplace

° Use desk lamps to directly illuminate the work areas

° Switch off the lights and air-conditioning in meeting rooms
when not in use

° Use of natural light whenever possible

o Set the air-conditioning and maintain the room temperature to
balance between electricity use and comfortableness

. Clean the light fittings and dust filters of air-conditioners to
maintain the optiminal good conditions

Other Material use

o Use cleansing agents manufactured with no phosphate or
phosphonates

° Use reusable products (e.g. stationery with refills) instead of
using single-use disposable items
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Environmental Performance RIBRIA

Our Environmental Performance related to our operation during the  RAiREEARSIERBFORERIBEINTE ¢
Reporting Period is shown in the table below:

Sparkle Roll Group Limited

BEEEERLF
FY2017/18 Unit
—E2—t /- N\BBEE B
Types of resources use ™"
FriEREREg "
Electricity 1,755,828.53 kWh
= FE/E
Water 1,999.50 m®
7 TR
Vehicle fuels Litre
HARE NI
- Gasoline 63,327.74 Litre
— UM Bt
Type of waste generation ™°*?
FELERNER M=
- Hazardous waste 13.25 Tonne
- BEEED A
Type of Emission
HHRESE
Greenhouse gas emissions
BER BN
- Direct Emission (Scope 1) 147.55 tCO,e
- EHEE¥FR(EE1) WS L EE
- Indirect Emission (Scope 2) 1,828.87 1CO,e
—  fAEdER(EE2) —StixEE
Total 1,976.42 tCO,e
st —atmES
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Sparkle Roll Group Limited

BEEEFRLF
FY2017/18 Unit
—2—t /- N\BBEE B
Intensity
nE
Energy intensity
RREE
- Direct energy 0.000028 Litre per RMB ('000) revenue
-  HEBER DI/ BT T AR
- Indirect energy 0.00077 kWh per RMB ('000) revenue
eI FRANE/ BT TARBK S
Water intensity 0.00000087 m® per RMB ('000) revenue
RKEE MR/ BT T ARE N
Waste intensity
BEYRE
- Hazardous waste 0.0000000058 Tonne per RMB ('000) revenue
- HBEEEY WE, T T AR
Carbon intensity
i 2
- Direct Emission (Scope 1) 0.000000065 tCO,e per RMB ('000) revenue
- EEHR(HE1) W—firg s BTt AR
- Indirect Emission (Scope 2) 0.00000080 tCO,e per RMB ('000) revenue
—  fEdER(EE2) M_flig s BT T ARB KRS
Note 1: The Group provides automobile trading service and after sales Mzl REBERRPIRHESELEIRELE
services to our customers and thus “packaging material” is not BR - W [BEME TEE -
applicable.
Note 2: The non-hazardous waste generated from our offices, automotive fifzx2 : R AE - AEEERERLLEE

after-sales service centres and warehouses is consigned to waste
recycling companies for recycling or handled by the property
management company. Data for the current year is not available.

ELNFEEREEMEREREEYM
WAR B EEIRARRE - K
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CONTRIBUTION TO THE COMMUNITY

We are at the stage of setting up community investment policy that
suits the condition of our Group, not only to enhance the corporate
image but also to contribute back to the society. To support
Jackie Chan Charitable Foundation’s daily operation and charitable
activities, our Group has donated the use right of a vehicle to the
foundation during the Reporting Period. We also encourage our
employees to actively take part in various voluntary and charitable
activities to care about the needy in the community, and promote
“Love & Care” culture along the Group. More details will be shared
in the future ESG reporting.

HKEX ESG REPORTING GUIDE INDEX

HEE R

BALEERRTEEEARE 2 REEERRN
(R TERSQARTER  THHESIELE
Bl RXFRBEREESNARREREEE
B AREERRESHARNESSRE 8T
HHERE - RATSEREE M2 ERERE
TREELRS  BELRFR  REAKER
(= &BE ] Xt - BRAFBHEHNBRRE -
HEREBRENA -

BERRXGRE  HBRERRS
EslR5

HKEx ESG Reporting Guide General Disclosures Policy/Procedure Reference section
EARBMRE HERERBEEI-REE X/ BF 2ZEH
A. Environment
A RBE
A1 Emission Information on: We follow the practices Environmental Protection
INE:3:87)] EBRERRZERBHMN  mKRLzHS BE  as per the Environmental RERE
LBEBEBNELS Impact Assessments,
where applicable
(@)  the policies; and BETREY B HEN
@) BE: R (fR@ER)
(b)  compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to air and greenhouse gas emissions,
discharges into water and land, generation of
hazardous and non-hazardous waste.
b) BIFHBTABEAZEZRBEEZRRNZ
a1 -
A2 Use of Resource Policies on efficient use of resources including Office Environmental Policy ~ Environmental Protection
A2 ERER energy, water and other raw materials. PATBIERE BIERE
BERERER(BEER  KREMEME) 2R -
A3 The Environment Policies on minimising the issuer’s significant impact ~ The Group’s operations do -
and Natural on the environment and natural resources. not have significant impact
Resources BEBTAERERARERENEANF E LR ¢ on the environment and
A3 RERKXAER natural resources.

REEZEEYEHRAR
AREREREATE °
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HKEx ESG Reporting Guide General Disclosures Policy/Procedure Reference section

EBRBMERN  HERERBEEI-REE X/ BF S2EEH

B. Social

B.}#&

B1 Employment Information on: Employee Handbook Employee Motivation -

B1 &8 BREHLEE AEREA IS8 -BE ¥ EEFH Employment Practices
e St REGAREMSEREFN EEXB - EEEM

=

the policies; and
HE R
compliance with relevant laws and regulations

T =

that have a significant impact on the issuer
relating to compensation and dismissal,
recruitment and promotion, working hours,
rest periods, equal opportunity, diversity, anti-
discrimination, and other benefits and welfare.
b) BIFHETABEAFEZMEBERERAN

BH e
B2 Health and Safety Information on: Occupational Health Employee Motivation -
B2 gRHEZ2 FRREZ2TERERREREMEBEEEE 2 Check-up Policy Health and Safe Workplace
BEERLE EERBD-BERERER
(@)  the policies; and Ea
@ HE:R Emergency Plans
(b)  compliance with relevant laws and regulations ~ Z&:tE

that have a significant impact on the
issuer relating to providing a safe working
environment and protecting employees from
occupational hazards.

b) BIEBRTATEAZENHBEERANG

£ -
B3 Development and Policies on improving employees’ knowledge and Employee Handbook Employee Motivation -
Training skills for discharging duties at work. Description of EEFM Career Advancement
B3 XEREY training activities. EEHE -BEER

ERRNEEBT TIEREZAB IR ZHE - H
BIEINED
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HKEx ESG Reporting Guide General Disclosures
BERZAMERS  HERERBRERES - RKEE

Policy/Procedure

BE/ B

Reference section

SZEH

Recruitment and Hiring
Procedures

RERERRF

Employee Motivation —
Employment Practices

EERE - ERED

Our major suppliers

are well known brands
who have strict quality
assurance process, as
well as commitment to
environmental protection
and social responsibility.

BMRER SN RE
REREBEREERIRIZ
IR AERRRAE R -

Quality Services and
Products

BEREREm

B4 Labour Standard Information on:
B4 & TR BRAMIEETRRMS T :
(@)  the policies; and
@ HE: Rk
(o) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to standards, rules and regulations on
preventing child or forced labour.
b) BIEUBTATEAZEORBZERALE
LR
B5 Supply Chain Policies on managing environmental and social risks
Management of supply chain.
B5 HtEHEEE ERHRERERMGRRYE -
B6 Product Information on:
Responsibility ERFMRHEERNBE BRELZS  BE  RER
B6EMER MEEEURERAE -

=

the policies; and
HE R
compliance with relevant laws and regulations

==

that have a significant impact on the issuer
relating to health and safety, advertising,
labeling and privacy matters relating to
products and services provided and methods
of redress.

b) EFHBETAGEAYENAREE LA
BH -

Customer Complaint
Handling
EPRFRE

Customer Satisfaction
Survey

EFREEHE

Quality Services and
Products

BERBRER
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HKEx ESG Reporting Guide General Disclosures
EERZAMEBS HERERRERES—RKEE

Policy/Procedure

BE/ B

Reference section

SZEH

B7 Anti-corruption Information on:
B7 RE’S BRI ILEE  HR  BEFREREL

=

the policies; and
HE R

=

Employee Handbook
EEFM

Employee Motivation —
Act with Integrity
EEAMB-HETE

(o) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to bribery, extortion, fraud and money
laundering.
b) BIHBTARTEAZENREEERAG
LR
B8 Community Policies on community engagement to understand We are at the stage of Contribution to the
Investment the needs of the communities where the issuer setting up community Community
B8 HERE operates and to ensure its activities take into investment policy that suits  # [& & &

consideration communities’ interests.
BRNHELERTREEMEHERT ENBRAE
BEDEZEMEANGE HE -

the condition of our Group.
FMEEHTESAEEN
RZBRELR -
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Independent Auditor’s Report

Crowe

TO THE SHAREHOLDERS OF SPARKLE ROLL GROUP LIMITED
(incorporated in Bermuda with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of Sparkle
Roll Group Limited (the “Company”) and its subsidiaries (together
the “Group”) set out on pages 98 to 215, which comprise the
consolidated statement of financial position as at 31 March
2018, and the consolidated statement of comprehensive income,
the consolidated statement of cash flows and the consolidated
statement of changes in equity for the year then ended, and notes
to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, except for the possible effects of the matter
described in the “Basis for Qualified Opinion” section of our report,
the consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31 March 2018,
and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards 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.

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
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B ZBENRE (F)

Independent Auditor’s Report (Continued)

BASIS FOR QUALIFIED OPINION

As stated in Note 19 to the consolidated financial statements, Bang
& Olufsen A/S (“B&0”), a Denmark listed entity, was acquired as
an associate in last year and accounted for by the equity method,
and during the current year, the Group ceased to have significant
influence over B&O as a result of loss of representation by the Group
in the board of directors of B&O due to the resignation of Mr. Tong
Kai Lap as the chairman and executive director of the Company
(who also holds the position of director and audit committee
member of B&O). In applying the equity method to prepare the
consolidated financial statements, the Group has used the financial
information of B&O as contained in B&O’s published financial report
(“B&0O’s Financial Information”). In accordance with Hong Kong
Standard on Auditing 600 Special Considerations — Audits of Group
Financial Statements (Including the Work of Component Auditors),
B&O was identified as a significant component of the Group due to
its individual financial significance to the Group. Accordingly, as part
of our audit, we shall perform an audit on the financial information
of B&O which is included in the consolidated financial statements.
During the course of our audit, we were denied access to the
systems, books and records, management, and the auditors of B&O
because such access is restricted by certain rules and regulations
in Denmark relating to disclosure of inside information. As there
were no other satisfactory audit procedures that we could adopt,
we were unable to obtain sufficient appropriate audit evidence as
to whether the carrying amount of the Group’s investment in B&O
as at 31 March 2017, the Group’s share of B&O’s results for the
period from 1 April 2017 to the date of deemed disposal of B&O
and a gain on deemed disposal of B&O as included in the Group’s
consolidated financial statements were fairly stated. Also, due to
this limitation on our scope of work, we have not obtained sufficient
audit evidence relating to the disclosures about B&O’s financial
information. Consequently, we were unable to determine whether
any adjustments to these amounts were necessary.

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 qualified opinion.
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Independent Auditor’s Report (Continued)

OTHER MATTER

The consolidated financial statements of the Group for the year
ended 31 March 2017 were audited by another auditor who issued
a qualified audit opinion dated 28 June 2017.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, 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. In addition to the matter described in the “Basis
for Qualified Opinion” section, we have determined the matter
described below to be the key audit matters to be communicated in
our report.

Assessing potential impairment of goodwill

Refer to Notes 4.6, 4.17, 5(a) and 17 to the consolidated financial
Statements

The Key Audit Matter

The carrying value of the Group’s goodwill which amounted to
HK$206 million as at 31 March 2018 was allocated to the Group’s
automobile business.

Goodwill is assessed annually for potential impairment.
Management performs impairment assessments of the separately
identifiable cash generating unit (“CGU”) to which goodwill has been
allocated by considering the value-in-use of this CGU.

The value-in-use is determined by preparing discounted cash flow
forecast of the relevant CGU. This involves a significant degree
of management judgement, particularly in determining the key
assumptions adopted, which include the forecasting revenue
growth, operating profit and the discount rate applied.

We identified assessing potential impairment of goodwill as a
significant audit matter because the impairment assessment
involves a significant degree of management judgement in relation
to the key assumptions adopted in the impairment assessment
model some of which are inherently uncertain and may be subject to
management bias.
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B ZBENRE (F)

Independent Auditor’s Report (Continued)

KEY AUDIT MATTERS (Continued)

How the matter was addressed in our audit

Our audit procedures to assess potential impairment of goodwill
included the following:

o Evaluating management’s identification of CGU and the
amount of goodwill and other assets allocated to this CGU;

° Evaluating the methodology used by the management in
its preparation of the discounted cash flow forecast with
reference to the requirements of the prevailing accounting
standards;

° Evaluating the growth rate and discount rate applied in the
discounted cash flow forecast by assessing whether it was
within the range of those adopted by other companies in the
same industry;

o Assessing and challenging the key assumptions adopted by
management in the discounted cash flow forecast, which
included the estimated revenue and profit (with reference to
historical profit margins of the CGU), the financial budgets
approved by the directors and our expectations based on our
knowledge of the industry in which the Group operates;

o Assessing the reliability of management forecasting process by
comparing the data for revenue and operating costs included
in prior year’s discounted cash flow forecast with the current
year’s actual results and making enquires of management in
respect of any significant variations identified; and

o Obtaining from management sensitivity analysis of the growth
rate and the discount rate adopted in the discounted cash
flow forecast and assessing the impact of changes in these
key assumptions to the conclusion reached in the impairment
assessment and whether there were any indicators of
management bias.
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Independent Auditor’s Report (Continued)

INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS
AND AUDITOR’S REPORT THEREON

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

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

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

report in this regard.

DIRECTORS’ RESPONSIBILITIES 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
Hong Kong Financial Reporting Standards 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.
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Independent Auditor’s Report (Continued)

DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

The directors are also responsible for overseeing the Group’s
financial reporting process. The Audit Committee assists the
directors in discharging their responsibility in this regard.

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, in accordance with Section 90 of the
Bermuda Companies Act 1981, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

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

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

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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.

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

obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.
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Independent Auditor’s Report (Continued)

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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.

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

Chan Wai Dune, Charles
Practising Certificate Number P00712
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Consolidated Statement of Comprehensive Income

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

2018 2017
=E-N\F —t+ £
Notes HK$’000 HK$’000
B 5T FET T
Revenue Uy &5 7 2,893,052 2,781,222
Cost of sales $HE RS (2,494,027) (2,450,338)
Gross profit EF 399,025 330,884
Other income and net gains H AW A KU 2 7 58 8 83,576 69,500
Selling and distribution costs HE RAREAAR (295,534) (2383,983)
Administrative expenses 1T EA (60,716) (60,270)
Other expenses HmmEH 9 (12,976) -
Operating profit FEE=—pin g 9 113,375 106,131
Finance costs A& A AR 10 (16,234) (15,725)
Gain on deemed disposal of RIEHER —REEZ QA
investment in an associate 2 1EE W 19(a) 585,588 -
Share of (loss)/profit FEAE —FElHgE & A A
of an associate (&8), &7 19(a) (12,779) 507
Profit before income tax BR P 15 B2 A % 669,950 90,913
Income tax expense FTiS % 7 11 (2,834) (1,162)
Profit for the year REERF 667,116 89,751
Other comprehensive income, BREEEMEZEEA
net of tax
Items that may be reclassified B a B B Eas &
subsequently to profit or loss: ZIEAB -
Exchange differences on translation — # & /& 9N 75 B 75w %
of financial statements of foreign EAZENZ5
operations 68,425 (33,647)
Change in fair value of available-for- R ERHER 2 7] it H &
sale investment recognised during KERNREZD)
the year 64,243 =
Share of other comprehensive JE{h—EEE R R 2
loss of an associate H fth 2 A E548 19(a) (5,270) (85)
Reclassification adjustments for EEERNETSE
amounts transferred to profit or FEEE
loss:
deemed disposal of investment BIEREN — M E
in an associate NAlZI&E (521) -
Other comprehensive income/ AREFHMEAERBA
(loss) for the year, net of tax (E538) @ HIkRFi1E 126,877 (33,732)
Total comprehensive income EEZEWAELE
for the year 793,993 56,019
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Consolidated Statement Of Comprehensive Income (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

2018 2017
—E2-N\F —T—+tF
Notes HK$’000 HK$'000
BT FET T
Profit for the year R 7PN=;
attributable to: NEERF :
Owners of the Company ZIN/NCIEZ RN 664,565 87,845
Non-controlling interests FEFE AR HE A 2,551 1,906
667,116 89,751
Total comprehensive income 5 AL
attributable to: ZHEIAEE:
Owners of the Company KAREER A 791,326 55,674
Non-controlling interests FEE AR 7 2,667 345
793,993 56,019
Earnings per share AATEE AEL
attributable to owners BRER
of the Company 15
HK14.9 HK2.6
Basic and diluted BEARREE cents &1l cents 7l
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Consolidated Statement of Financial Position

NR-ZZE—N\E=A=+—H Asat 31 March 2018

2018 2017
—2-N\F =
Notes HK$’000 HK$’000
B 5 F&T FE T
ASSETS AND LIABILITIES EERAE
Non-current assets RBEE
Property, plant and equipment YIS - B REE 16 92,527 91,355
Goodwill R 17 206,171 206,171
Other intangible asset HMmpEE 18 393 472
Investment in an associate R—HEEE R R RE 19(a) - 660,075
Available-for-sale investment AIHEEERE 19(b) 1,291,321 -
Deposits paid for acquisition Ui B — R SRR A 44 135,802 -
of a property holding company Effzize
Rental deposits paid to a BEN—2@E T ES%ES 20(b) 15,812 15,101
related party
1,742,026 973,174
Current assets REEE
Inventories ey 21 1,061,407 923,554
Trade receivables U E 5 5IE 22(a) 5,342 6,654
Deposits, prepayments and e EHEFER 22(b) 269,995 176,807
other receivables e IR RIR
Amounts due from related parties JE U B Bt 5 T8 20(c) 8,576 15,622
Investment in debt securities WEEEE 5 23 440,000 -
Loan receivables JE U & X 24 127,376 =
Pledged deposits BEIPFR 25 91,357 72,240
Restricted bank balance SR ISR 1T AR R 25 5,304 6,180
Cash at banks and in hand RITRFERE 25 155,650 192,103
2,165,007 1,393,160
Current liabilities nEaE
Trade payables FE B 5 FIE 27 14,501 19,931
Receipts in advance, accrued TEWGRIE - BT E M
charges and other payables Tz b FE {5 MIE 28 288,370 154,680
Amounts due to non-controlling FET IR E R i
interests 20(a) 4,538 1,578
Amounts due to related parties JE 1< BB 75 5K E 20(c) 2,424 1,085
Provision for taxation T IR 5,386 3,768
Borrowings B 29 567,652 396,377
882,871 577,419

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
ANNUAL REPORT 2018 4F



e AR Rk ()

Consolidated Statement of Financial Position (Continued)

AZE—NFE=F=+—H Asat31 March 2018

2018 2017
—E-N\F ZE—+F
Notes HK$’000 HK$’'000
B 5 TFET AT
Net current assets RBEEFEE 1,282,136 815,741
Total assets less current liabilities EEER AT ARG 3,024,162 1,788,915
Non-current liabilities kRBEE
Other payables H i B 308 28 304 258
Deferred tax liabilities RIEFIEE & 30 678 830
982 1,088
NET ASSETS BEEFE 3,023,180 1,787,827
EQUITY =
Equity attributable to owners KATEE AN
of the Company FE{L R
Share capital R 2 31 9,882 8,282
Reserves i 32 2,996,268 1,765,712
3,006,150 1,773,994
Non-controlling interests JEI AR RE RS 38 17,030 13,833
TOTAL EQUITY XA 3,023,180 1,787,827

The consolidated financial statements on pages 98 to 215 were
approved and authorised for issue by the board of directors on 22
June 2018 and signed on its behalf by:

Zheng Hao Jiang

BREST
Director

EF

FIBHEF 215 BN AMIEHRER T —
FRAZ - HEEESERFETE - A
THEEREREE

Zhu Lei
Director

EZE

SPARKLE ROLL GROUP LIMITED #2 %k £ @ 4 [R A &) 1
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Consolidated Statement of Cash Flows

BE_T—

NE=A=+—HILFE For the year ended 31 March 2018

2018 2017
—E-N\&§ —t&F
Notes HK$’000 HK$'000
B THER FAT
Cash flows from operating REEBECRERE
activities
Profit before income tax BT ER AR 669,950 90,913
Adjustments for: AT EBELRE
Bank interest income RITF B UA 8 (1,216) (586)
Gain on disposals of property, HEME - R
plant and equipment w2 W 8 (2,128) (1,514)
Amortisation of other intangible asset HEtER SRS 9 79 78
Depreciation of property, ) ER YT
plant and equipment ZIE 9 21,995 21,948
Interest expenses MBS 10 16,234 15,725
Write-down of inventories FEMA 9 6,238 5,784
Reversal of write-down of inventories BREFERR 9 - (2,627)
Provision for litigation and claims FARRERE 9 12,976 -
Gain on deemed disposal of investment RIEHER—FEE AR
in an associate ZHBEW S 19(a) (585,588)
Share of loss/(profit) of an associate SME—HEEEAREE/(8F)  19@) 12,779 (507)
Operating profit before 2EECEHR
working capital changes g RN 151,319 129,214
(Increase)/decrease in inventories BEGEm /R (62,732) 26,909
Decrease in trade receivables W E 5 2ER D 1,601 1,463
Increase in deposits, prepayments Be  BHGEREME
and other receivables Y ZRIE AN (70,473) (31,034)
(Increase)/decrease in balances with
related parties SR MR (M), /R (17,017) 3,287
Decrease/(increase) in restricted bank IR G RITEE
balance wL,/(38h0) 1,416 (6,322)
Decrease in trade payables BB 5 5ER D> (7,934) (6,468)
Increase in receipts in advance, B - B EAK
accrued charges and other payables Hib e IEE N 100,088 29,274
Cash generated from operations MRS 96,268 146,323
Hong Kong Profits Tax paid BERNEENEH - (79)
Hong Kong Profits Tax refunded BREBHEH - 526
Other jurisdictions tax paid B EM A AERTIE (1,692) (1,314)
Net cash generated from operating Vg sk
activities JHEE 94,576 145,456

ANNUAL REPORT 2018 4F
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Consolidated Statement of Cash Flows (Continued)

B S s — HIFFE

For the year ended 31 March 2018

2018 2017
—E-N\&§ —+&F
Notes HK$’000 HK$'000
(P THER FAT
Cash flows from investing activities RETBRERE
Increase in pledged bank deposits BRI FE M (11,418) (19,801)
Purchases of property, plant and EEWE  HEREE
equipment (17,889) (13,564)
Proceeds from disposals of property, HEWE - #es KR
plant and equipment P13 3008 7,596 6,246
Deposits paid for acquisition of a WiE—BmEERAR
property holding company BEftzke (111,111) =
Acquisition of debt securities WEsEBES (440,000) -
Increase in loan receivables FEME FR3E (123,309)
Investment in an associate R—EEE R RMNRE = (5,067)
Acquisition of a subsidiary E—RBA 41 (1,150) -
Interest received BUFIE 1,216 586
Net cash used in investing activities REZEFTAHEFE (696,065) (31,600)
Cash flows from financing activities BREZTH HERE
Capital contribution from a non-controlling  —f&fi B A B FEE AR i %5
interest of a subsidiary i) - 11,601
Advances from non-controlling (oY= INE B
interests of subsidiaries b 2,960 374
Advances from a related party R B BE 5 M ER = 803
New borrowings raised e s 2,231,457 2,266,768
Repayments of borrowings EEEE (2,105,248) (2,3383,434)
Placing of shares FRERH 440,845 -
Interest paid BHE (16,234) (15,725)
Net cash generated from/(used in) financing & & %82 (FiH)EE
activities JEEE 553,780 (69,613)
Net (decrease)/increase in cash and Iﬁ.ﬁ&ﬁﬁ%{ﬁlﬁﬁ
cash equivalents M) /IR (47,709) 44,243
Cash and cash equivalents at ENzHER
beginning of the year BEeZSEER 192,103 157,164
Effect of foreign exchange rate changes, net [E& &)z 52 11,256 (9,304)
Cash and cash equivalents at end FRBER
of the year, comprising cash BeEEER
at banks and in hand BRETRFERE 155,650 192,103

SPARKLE ROLL GROUP LIMITED #2 %k £ @ 4 [R A &)
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BRI EREZER
Consolidated Statement of Changes in Equity

—N\NFE=ZA=F+—HLFE Forthe year ended 31 March 2018

Attributable to owners of the Company

RATREARLR
Non-

Share  Share  Capital  Special  Contributed Exchange Other  Statutory ~ Retained controling Total

capital  premium®  reseve”  reseve®  surplus”  reseve”  reseve®  reseve®  profit’  Total  inferests  equity

RE RORR AAEE RUBE AARG NERE HbEE feBR REARN A FBEREE RREE

HK$000  HKS'000  HK$000 HKE'000  HKS'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000  HKS'000  HK$'000

Thr  TEn  Thn  TEr T TAn TEm T TR TEn TEn TR
At 31 March 2016 and R=B-"EZA=1-H
1 April 2016 “E-3ERA-A 5969 799,335 3008 (36,810) 8844 10681 30675 12610 201,676 1,086,178 27,548 1,083,726
Changes in equity in 2017: S-tHERY:
Profitfor the year MEMJ - - - - - - - - 45 T8 1906 89,751
Other comprehensive income Ef2ANA
- Exchange differences on -BEEREB AR
translation financial statements of ~ ZERE®
foreign operations - - - - - (32,080) - - - (3080 (1561) (33,647
- Share of other comprehensive  —AE-TREAR
income of an associate Ef2ANA - - - = = = (85) = = (8) = (69)
Total comprehensive income/(oss) ~ AEE2E
forthe year bA/ (B8 8 - - - - (32,086) (8 - 85 BheTA U5 56019
Acquistion of an associate (Note 31(1) WE-BEEAF (HE31() 2196 645,683 - - - - - - - G787 - BUTem
Share of other reserve of an associate Al BEAATE ER = - - - - - 208 - - 203 = 203
Transfer to Stafutory reserve ERDETEE = - - - = - = 147 (147) - - -
Acquisition of non-controlling interests WEEZFERER
(Note 37(a)) (hz3718) 21 37205 - - - - (329 - - 14060 (14,060 -
At 31 March 2017 RZE-tE=A=1-H 8,282 1,482,243 3508 (36,810) 28,804 (21,409) 7400 12657 289214 17739%4 13833 1,767,827

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
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Consolidated Statement of Changes in Equity (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

Attributable to owners of the Company

Total
44

HK$'000

Ti7n

Total
equity

BRER
HKS'000

TE7

AT Apr 2017

Changes in equity in 2018:

Profit for the year
Other comprehensive income

- Exchange differences on
franslation financial statements of
foreign operations

- Change in fair value change on
available-for-sale investment
recognised during the year

- Share of other comprehensive
loss of an associate

- Reclassifcation adjustments
upon deemed disposal of investment
In an assoclate

Total comprehensive income for the year

Placing of shares (Note 31(])

Reduction of share premium (Note 32)
Elimination of contriouted surplus against
accumulated losses of the company

(Note 32)

Share of other reserve of an associate
Derecognition of ofher reserves upon
deemed disposal of an associate

Transfer to statutory reserve
Non-controling interest arising from
acquisttion of a subsidiary (Note 41)

At 31 March 2018

*

R-2-tERA-A

T-NeREEy
1R
HEEN

-REENRHHH
FRLENZE

RERANALE

E%L RRIT) m \

WE-EHELAEEY
S (1)

RZB-/\EZA=1-8

These reserve accounts comprise the consolidated reserves of
HK$2,996,268,000 (2017: HK$1,765,712,000) in the consolidated
statement of financial position.

1,773,094

1,787,827

64,565

68,309

64,243

(5,270

(524)

667,116

68,425

64,243

(5,210

521)

191,326

440,845

(1;)

793,993

440,845

(1;)

530

1,042,580 3,006,150

17,030 3,023,180

IEFEREER

Fair value  Retained
reserve*  eamings*
MERE REE!
HK$'000  HKS$'000
TEn  TEn
- 200214
- 664,565
64,243 -
64,243 664,565
- 88818
- 168
- (265)

64,43

Ba
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Notes to the Financial Statements

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

GENERAL INFORMATION

Sparkle Roll Group Limited (the “Company”) is a limited
liability company incorporated in Bermuda. The address of
its registered office is Clarendon House, 2 Church Street,
Hamilton HM11, Bermuda and its principal place of business is
in Hong Kong. The Company’s shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The principal activities of the Company and its subsidiaries
(together the “Group”) are distributorships of luxury goods.
The Group’s operations are mainly based in Hong Kong,
Mainland China and Malaysia.

In the opinion of the directors, the immediate holding company
and ultimate holding company of the Company is Sparkle Roll
Holdings Limited (“SRHL”"), which is incorporated in the British
Virgin Islands.

The directors regard ultimate controlling party of the Company
to be Mr. Qi Jian Hong.

BASIS OF PREPARATION

The financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”)
which collective term includes all applicable individual Hong
Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA”)
and the disclosure requirements of the Hong Kong Companies
Ordinance. The financial statements also include the applicable
disclosure requirements of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”).

The consolidated financial statements for the year ended 31
March 2018 comprise the Group and the Group’s interest in an
associate.

The financial statements have been prepared on the historical
cost basis except for certain financial assets, which are
measured at fair value.

It should be noted that accounting estimates and assumptions
are used in preparation of the financial statements. Although
these estimates are based on management’s best knowledge
and judgement of current events and actions, actual results
may ultimately differ from those estimates. The areas involving
a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial
statements, are disclosed in Note 5.

The financial statements are presented in Hong Kong dollars
(“HK$”), which is also the functional currency of the Company.
All values are rounded to the nearest thousand except when
otherwise indicated.

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
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Notes to the Financial Statements (Continued)

BE_T—

NFE=ZA=+—BLFE Forthe year ended 31 March 2018

3. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS

(a)

Adoption of new or revised HKFRSs effective on 1
April 2017

In the current year, the Group has applied for the first
time the following new standards, amendments and
interpretations issued by HKICPA, which are relevant to
and effective for the Group’s financial statements for the
annual period beginning on 1 April 2017:

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred
Tax Assets for
Unrealised Losses

Amendments to HKAS 7 Disclosure Initiative

The amendments introduce an additional disclosure
that will enable users of financial statements to evaluate
changes in liabilities arising from financing activities.

The adoption of the amendments has led to the
additional disclosure presented in the Note 26 to the
financial statements.

Amendments to HKAS 12 Recognition of Deferred
Tax Assets for Unrealised Losses

The amendments relate to the recognition of deferred tax
assets and clarify some of the necessary considerations,
including how to account for deferred tax assets related
to debt instruments measured of fair value.

The adoption of the amendments has no impact on
the financial statements as the clarified treatment is
consistent with the manner in which the Group has
previously recognised deferred tax assets.

3.

RMBERM B EREZER

(a)

SPARKLE ROLL GROUP LIMITED 2B A R A A
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RAFE  AEEBREANLTH
BRGNS EM AT ER

BT 2 e - AR &R - &7]
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B SRR A BT ERERE
ELENaER

RMZE B e a8 iEBEE2 W
R TSRRMIFE 26 R E L -
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

3. ADOPTION OF HONG KONG FINANCIAL 3. ZMBEBUBRERER =)
REPORTING STANDARDS (Continued)

(b) New or revised HKFRSs that have been issued but (b) CEME R RERZFTE HAIEET
are not yet effective BB HREER
The following new or revised HKFRSs that have been T REEIT R AR EEEE
issued and are potentially relevant to the Group’s el I R b e
operations but are not yet effective and have not been ZERI| - MERARER - INEEREE
early adopted by the Group. R -
HKFRS 9 Financial Instruments' BAMBREEN SMIA
£0%
HKFRS 15 Revenue from Contracts with Customers and the related BRUBREEN  RERPANIUEREEE:T
Amendments' E158
HKFRS 16 Leases” FRmBRLEN RE
£16%
HK(IFRIC)-Int 22 Foreign Currency Transactions and Advance Consideration’ BE(ABGE  MERBREARE'
288
~RBERS
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments® BE(ERHE  FERREITEERE
BERE
%8¢
~REENH
Amendments to HKAS 40 Transfers of Investment Property’ A el =SS
F40%263]
Amendments to HKAS 2 Classification and Measurement of Share-based Payment EAEHE] R BERAZZ R SHAE
Transaction’ o7 B RitE
Amendments to HKAS 9 Prepayment Features with Negative Compensation’ A @ EH| BEGREN BT’
E{Liva 4
Amendments to HKFRSs Annual Improvements to HKFRSs 2015-2017 Cycle? EEHBES AR BRLER-E-1EF

BRIZET R LERH ERME

! Effective for annual periods beginning on or after 1 January ! RZZE—N\F—H—HxEEH
2018 6 2 F B A

2 Effective for annual periods beginning on or after 1 January 2 RZZE-NF—HA—HXEER
2019 18 2 T2 ERRE AR

: SPARKLE ROLL GROUP LIMITED 2% & E A R A 7
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Notes to the Financial Statements (Continued)

BE_T—

NE=A=+—HIFE For the year ended 31 March 2018

3. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (Continued)

(b)

New or revised HKFRSs that have been issued but
are not yet effective (Continued)

The Group is in the process of making an assessment of
what the impact of these amendments, new standards
and interpretations is expected to be in the period
of initial application. So far the Group has identified
some aspects of the new standards which may have
a significant impact on the consolidated financial
statements. Further details of the expected impacts
are discussed below. While the assessment has been
substantially completed for HKFRS 9 and HKFRS 15, the
actual impacts upon the initial adoption of the standards
may differ as the assessment completed to date is based
on the information currently available to the Group, and
further impacts may be identified before the standards
are initially applied in the Group’s interim financial report
for the six months ended 30 September 2018. The
Group may also change its accounting policy elections,
including the transition options, until the standards are
initially applied in that financial report.

HKFRS 9 Financial instruments

HKFRS 9 will replace the current standard on
accounting for financial instruments, HKAS 39 “Financial
Instruments: Recognition and Measurement”. HKFRS
9 introduces new requirements for classification
and measurement of financial assets, including the
measurement of impairment for financial assets. On the
other hand, HKFRS 9 incorporates without substantive
changes the requirements of HKAS 39 for recognition
and derecognition of financial instruments and the
classification and measurement of financial liabilities.

HKFRS 9 is effective for annual periods beginning on or
after 1 January 2018 on a retrospective basis. The Group
plans to use the exemption from restating comparative
information and will recognise any transition adjustments
against the opening balance of equity at 1 April 2018.

Expected impacts of the new requirements on the
Group’s financial statements are as follows:

(a) Classification and measurement

HKFRS 9 contains three principal classification
categories for financial assets: measured at (1)
amortised cost, (2) fair value through profit or
loss (FVTPL) and (3) fair value through other
comprehensive income (FVTOCI):

3.

RN EBUMEHREER &)

(b)

SPARKLE ROLL GROUP LIMITED 2B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

3. ADOPTION OF HONG KONG FINANCIAL 3.

REPORTING STANDARDS (Continued)

(b) New or revised HKFRSs that have been issued but
are not yet effective (Continued)

HKFRS 9 - Financial Instruments (Continued)

o The classification for debt instruments is
determined based on the entity’s business
model for managing the financial assets and
the contractual cash flow characteristics of
the asset. If a debt instrument is classified as
FVTOCI then interest revenue, impairment and
gains/losses on disposal will be recognised in
profit or loss.

o For equity securities, the classification is
FVTPL regardless of the entity’s business
model. The only exception is if the equity
security is not held for trading and the
entity irrevocably elects to designate that
security as FVTOCI. If an equity security is
designated as FVTOCI then only dividend
income on that security will be recognised in
profit or loss. Gains, losses and impairments
on that security will be recognised in other
comprehensive income without recycling.

The Group has assessed that its financial assets currently
measured at amortised cost and FVTPL will continue with
their respective classification and measurements upon
the adoption of HKFRS 9.

With respect to the Group’s financial assets currently
classified as “available-for-sale”, these are investments
in equity securities which the Group has the option to
irrevocably designate as FVTOCI (without recycling)
on transition to HKFRS 9. The Group plans to elect
this designation option for any of the investments
held on 1 April 2018 and will recognise any fair value
changes in respect of these investments in other
comprehensive income as they arise. This will give rise
to a change in accounting policy as currently the Group
recognizes the fair value changes of available-for-sale
equity investments in other comprehensive income
until disposal or impairment, when gains or losses are
recycled to profit or loss in accordance with the Group’s
policies set out in Notes 4.8 and 4.17. This change in
policy will have no impact on the Group’s net assets and
total comprehensive income, but will impact on reported
performance amounts such as profit and earnings per
share when the investments are disposed of or impaired.

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

3. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (Continued)

(b)

New or revised HKFRSs that have been issued but
are not yet effective (Continued)

HKFRS 9 - Financial Instruments (Continued)

The classification and measurement requirements for
financial liabilities under HKFRS 9 are largely unchanged
from HKAS 39, except that HKFRS 9 requires the fair
value change of a financial liability designated at FVTPL
that is attributable to changes of that financial liability’s
credit risk to be recognised in other comprehensive
income (without reclassification to profit or loss). The
Group currently does not have any financial liabilities
designated at FVTPL and therefore this new requirement
will not have any impact on the Group’s financial
statements on adoption of HKFRS 9.

(b) Impairment

The new impairment model in HKFRS 9 replaces the
“incurred loss” model in HKAS 39 with an “expected
credit loss” model. Under the expected credit loss
model, it will no longer be necessary for a loss event
to occur before an impairment loss is recognised.
Instead, an entity is required to recognise and
measure either a 12-month expected credit loss
or a lifetime expected credit loss, depending on
the asset and the facts and circumstances. The
Group expects that the application of the expected
credit loss model will result in earlier recognition of
credit losses and is in the progress of assessing the
transitional impact.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

3. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (Continued)

(b)

New or revised HKFRSs that have been issued but
are not yet effective (Continued)

HKFRS 15 - Revenue from Contracts with
Customers

HKFRS 15 establishes a comprehensive framework for
recognising revenue from contracts with customers.
HKFRS 15 will replace the existing revenue standards,
HKAS 18 “Revenue”, which covers revenue arising from
sale of goods and rendering of services, and HKAS 11
“Construction Contracts” which specifies the accounting
for revenue from construction contracts.

Based on the assessment completed to date, the Group
has identified the following areas which are expected to
be affected:

The Group’s revenue recognition policies are disclosed in
Note 4.15. Currently, revenue arising from the provision
of services is recognised over time, whereas revenue
from the sale of goods is generally recognised when
the risks and rewards of ownership have passed to the
customers. Under HKFRS 15, revenue is recognised
when the customer obtains control of the promised
good or service in the contract. HKFRS 15 identifies
3 situations in which control of the promised good or
service is regarded as being transferred over time:

()  When the customer simultaneously receives and
consumes the benefits provided by the entity’s
performance, as the entity performs;

(i) When the entity’s performance creates or enhances
an asset (for example work in progress) that the
customer controls as the asset is created or
enhanced;
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

3. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (Continued)

(b)

New or revised HKFRSs that have been issued but
are not yet effective (Continued)

HKFRS 15 - Revenue from Contracts with
Customers (Continued)

(i) When the entity’s performance does not create
an asset with an alternative use to the entity and
the entity has an enforceable right to payment for
performance completed to date.

If the contract terms and the entity’s activities do not
fall into any of these 3 situations, then under HKFRS 15
the entity recognises revenue for the sale of that good
or service at a single point in time, being when control
has passed. Transfer of risks and rewards of ownership
is only one of the indicators that will be considered in
determining when the transfer of control occurs.

Based on the transaction entered by the Group to date,
the Group does not expect the application of HKFRS 15
to result in any significant impact on the consolidated
financial statements of the Group.

HKFRS 16 - Leases

As disclosed in Note 4.12, currently the Group classifies
leases into finance leases and operating leases and
accounts for the lease arrangements differently,
depending on the classification of the lease. The Group
enters into leases as the lessor and others as the lessee.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

3. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (Continued)

(b)

New or revised HKFRSs that have been issued but
are not yet effective (Continued)

HKFRS 16 - Leases (Continued)

HKFRS 16 is not expected to impact significantly on the
way that lessors account for their rights and obligations
under a lease. However, once HKFRS 16 is adopted,
lessees will no longer distinguish between finance leases
and operating leases. Instead, subject to practical
expedients, lessees will account for all leases in a
similar way to current finance lease accounting, that is,
at the commencement date of the lease the lessee will
recognise and measure a lease liability at the present
value of the minimum future lease payments and will
recognise a corresponding “right-of-use” asset. After
initial recognition of this asset and liability, the lessee will
recognise interest expense accrued on the outstanding
balance of the lease liability, and the depreciation of
the right-of-use asset, instead of the current policy of
recognising rental expenses incurred under operating
leases on a systematic basis over the lease term. As a
practical expedient, the lessee can elect not to apply this
accounting model to short-term leases (that is, where the
lease term is 12 months or less) and to leases of low-
value assets, in which case the rental expenses would
continue to be recognised on a systematic basis over the
lease terms.
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Notes to the Financial Statements (Continued)

BE_Z

—N\NF=ZA=+—HLFE Forthe year ended 31 March 2018

3. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (Continued)

(b)

New or revised HKFRSs that have been issued but
are not yet effective (Continued)

HKFRS 16 - Leases (Continued)

HKFRS 16 will primarily affect the Group’s accounting
as lessee of leases for properties, which are currently
classified as operating leases. The application of the new
accounting model is expected to lead to an increase in
both assets and liabilities and to impact on the timing of
the expense recognition in the consolidated statement of
comprehensive income over the period of the lease. As
disclosed in Note 34(b), at 31 March 2018 the Group’s
future minimum lease payments under non-cancellable
operating leases amount to HK$327,663,000 for
properties, approximately HK$242,320,000 of which is
payable over 1 year after the reporting date. Some of this
amount may therefore need to be recognised as lease
liabilities, with corresponding right-of-use assets, once
HKFRS 16 is adopted. The Group will need to perform
a more detailed analysis to determine the amounts of
new assets and liabilities arising from operating lease
commitments on adoption of HKFRS 16, after taking
into account the applicability of the practical expedient
and adjusting for any leases entered into or terminated
between now and the adoption of HKFRS 16 and the
effects of discounting.

HKFRS 16 is effective for annual periods beginning on or
after 1 January 2019, and the Group does not intend to
adopt the standard before this effective date.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The significant accounting policies that have been used in

the preparation of these financial statements are summarised
below. These policies have been consistently applied to all the
years presented unless otherwise stated.

4.1

Business combination and basis of consolidation

The consolidated financial statements comprise the
financial statements of the Company and its subsidiaries.
Inter-company transactions and balances between
group companies together with unrealised profits are
eliminated in full in preparing the consolidated financial
statements. Unrealised losses are also eliminated unless
the transaction provides evidence of impairment on the
asset transferred, in which case the loss is recognised in
profit or loss.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement of
comprehensive income from the dates of acquisition
or up to the dates of disposal, as appropriate. Where
necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with those used by other members of the
Group.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.1

Business combination and basis of consolidation
(Continued)

Acquisition of subsidiaries or businesses is accounted for
using the acquisition method. The cost of an acquisition
is measured at the aggregate of the acquisition-date
fair value of assets transferred, liabilities incurred and
equity interests issued by the Group, as the acquirer. The
identifiable assets acquired and liabilities assumed are
principally measured at acquisition-date fair value. The
Group’s previously held equity interest in the acquiree
is re-measured at acquisition-date fair value and the
resulting gains or losses are recognised in profit or loss.
The Group may elect, on a transaction-by-transaction
basis, to measure the non-controlling interests that
represent present ownership interests in the subsidiary
either at fair value or at the proportionate share of
the acquiree’s identifiable net assets. All other non-
controlling interests are measured at fair value unless
another measurement basis is required by HKFRSs.
Acquisition-related costs incurred are expensed unless
they are incurred in issuing equity instruments in which
case the costs are deducted from equity.

Any contingent consideration to be transferred by the
acquirer is recognised at acquisition-date fair value.
Subsequent adjustments to consideration are recognised
against goodwill only to the extent that they arise from
new information obtained within the measurement period
(a2 maximum of 12 months from the acquisition date)
about the fair value at the acquisition date. All other
subsequent adjustments to contingent consideration
classified as an asset or a liability are recognised in profit
or loss.
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Notes to the Financial Statements (Continued)

—N\NFE=ZA=F+—HLFE Forthe year ended 31 March 2018

BE-Z

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.1

Business combination and basis of consolidation
(Continued)

Contingent consideration balances arising from business
combinations whose acquisition dates preceded 1
January 2010 (i.e. the date the Group first applied HKFRS
3 (2008)) have been accounted for in accordance with the
transition requirements in the standard. Such balances
are not adjusted upon first application of the standard.
Subsequent revisions to estimates of such consideration
are treated as adjustments to the cost of these business
combinations and are recognised as part of goodwill.

Changes in the Group’s interests in subsidiaries that
do not result in a loss of control are accounted for
as equity transactions. The carrying amounts of the
Group’s interest and the non-controlling interest are
adjusted to reflect the changes in their relative interests
in the subsidiaries. Any difference between the amount
by which the non-controlling interest is adjusted and
the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners of
the Company.

When the Group loses control of a subsidiary, the
profit or loss on disposal is calculated as the difference
between (i) the aggregate of the fair value of the
consideration received and the fair value of any retained
interest and (ii) the previous carrying amount of the
assets (including goodwill), and liabilities of the subsidiary
and any non-controlling interest. Amounts previously
recognised in other comprehensive income in relation to
the subsidiary are accounted for in the same manner as
would be required if the relevant assets or liabilities were
disposed of.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.1

4.2

Business combination and basis of consolidation
(Continued)

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those
interests at initial recognition plus such non-controlling
interest’s share of subsequent changes in equity.
Total comprehensive income is attributed to such non-
controlling interests even if this results in those non-
controlling interests having a deficit balance.

Subsidiaries and non-controlling interests

A subsidiary is an investee over which the Company
is able to exercise control. The Company controls an
investee if all three of the following elements are present:
power over the investee, exposure, or rights, to variable
returns from the investee, and the ability to use its power
to affect those variable returns. Control is reassessed
whenever facts and circumstances indicate that there
may be a change in any of these elements of control.

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has not
agreed any additional terms with the holders of those
interests which would result in the Group as a whole
having a contractual obligation in respect of those
interests that meets the definition of a financial liability.
For each business combination, the Group can elect to
measure any non-controlling interests either at fair value
or at the non-controlling interests’ proportionate share of
the subsidiary’s net identifiable assets.
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Notes to the Financial Statements (Continued)

BE-Z

—N\NFE=ZA=F+—HLFE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.2 Subsidiaries and non-controlling interests

(Continued)

Non-controlling interests are presented in the
consolidated statement of financial position within
equity, separately from equity attributable to the equity
owners of the Company. Non-controlling interests in
the results of the Group are presented on the face of
the consolidated statement of comprehensive income
as an allocation of the total profit or loss and total
comprehensive income for the year between non-
controlling interests and the equity owners of the
Company. Loans from holders of non-controlling
interests and other contractual obligations towards
these holders are presented as financial liabilities in
the consolidated statement of financial position in
accordance with Note 4.11 depending on the nature of
the liability.

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries are
accounted for by the Company on the basis of dividend
received and receivable.
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Notes to the Financial Statements (Continued)

NFE=ZA=+—BLFE Forthe year ended 31 March 2018
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.3

Associates

An associate is an entity in which the Group has
significant influence, but not control or joint control, over
its management, including participation in the financial
and operating policy decisions.

An investment in an associate is accounted for in the
consolidated financial statements under the equity
method. Under the equity method, the investment is
initially recorded at cost, adjusted for any excess of
the Group’s share of the acquisition-date fair values
of the investee’s identifiable net assets over the cost
of the investment (if any). Thereafter, the investment is
adjusted for the post acquisition change in the Group’s
share of the investee’s net assets and any impairment
loss relating to the investment (see Notes 4.6 and 4.17).
Any acquisition-date excess over cost, the Group’s
share of the post-acquisition, post-tax results of the
investees and any impairment losses for the year are
recognised in profit or loss, whereas the Group’s share
of the post-acquisition post-tax items of the investees’
other comprehensive income is recognised in other
comprehensive income.

When the Group’s share of losses exceeds its interest in
the associate, the Group’s interest is reduced to nil and
recognition of further losses is discontinued except to the
extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the investee.
For this purpose, the Group’s interest is the carrying
amount of the investment under the equity method
together with the Group’s long-term interests that in
substance form part of the Group’s net investment in the
associate.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (Continued)

4.3 Associates (Continued)

Unrealised profits and losses resulting from transactions
between the Group and its associates are eliminated
to the extent of the Group’s interest in the investee,
except where unrealised losses provide evidence of an
impairment of the asset transferred, in which case they
are recognised immediately in profit or loss.

If an investment in an associate becomes an investment
in a joint venture or vice versa, retained interest is not
remeasured. Instead, the investment continues to be
accounted for under the equity method.

In all other cases, when the Group ceases to have
significant influence over an associate, it is accounted
for as a disposal of the entire interest in that investee,
with a resulting gain or loss being recognised in profit or
loss. Any interest retained in that former investee at the
date when significant influence is lost is recognised at
fair value and this amount is regarded as the fair value on
initial recognition of a financial asset (see Note 4.8).

In the Company’s statement of financial position,
investments in associates are stated at cost less
impairment losses (see Note 4.17).
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Notes to the Financial Statements (Continued)

BE_Z

—N\NF=ZA=F+—HLFE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.4

Foreign currency

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at the
foreign exchange rates ruling at the end of the reporting
period. Exchange gains and losses are recognised in
profit or loss.

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

The results of foreign operations are translated into
HK$ at the exchange rates approximating the foreign
exchange rates ruling at the dates of the transactions.
Statement of financial position items, including goodwill
arising on consolidation of foreign operations, are
translated into HK$ at the closing foreign exchange rates
at the end of the reporting period. The resulting exchange
differences are recognised in other comprehensive
income and accumulated separately in equity in the
exchange reserve.

On disposal of a foreign operation, the cumulative
amount of the exchange differences relating to that
foreign operation is reclassified from equity to profit or
loss when the profit or loss on disposal is recognised.

SPARKLE ROLL GROUP LIMITED 2B A R A A

4, TESHHEME 2

4.4 I

FRZINEX R Z B 2 [EXRE
B - LMINEREMZEREERA
BRNZHRE MR ZERRE - [EX
BBYEHERDER

BERARASINE BB 2 IFEH
BERBE BERXHBZEXRE
8 o DABRINEIIRZIFEEIE
é%&ﬁ%ﬁi%%ﬁ@ﬁ ERE
R ERBE -

BINEEZ KB THIRER 5 A&
SNEERIBE ZE%T@%Z%/’EE ©
MBEARRERIER (BERAAHE
9|\Q¥E$Zﬁ§)ﬂ?ﬁiﬁ%ﬂﬂﬂi
ZINEERBE QBT - EE B
R%ﬁﬁﬁ’éﬁi\{miﬁuﬁv\ﬁﬁﬁﬁﬁﬂu
Rt 2 B

R EEINEHE - BRAZEER

INMEEZIER ZRE 2 2T EETIR
BRUEEEERBEZEFHEE
B e

ANNUAL REPORT 2018 4

‘



By Fs R My EE ()

Notes to the Financial Statements (Continued)

HE-_Z—N\F=ZA=1+—HILEFE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (Continued)

4.5 Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses
(see Note 4.17). 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.

The gain or loss arising on retirement or disposal is
determined as the difference between the net disposal
proceeds and the carrying amount of the item and is
recognised in profit or loss on the date of retirement or
disposal.

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

Furniture and equipment 3 to 10 years

Fixtures 5 to 10 years or over
the term of lease,
whichever is shorter

Motor vehicles 4 to 5 years

The assets’ estimated residual values, depreciation

methods and estimated useful lives are reviewed, and

adjusted if appropriate, at the end of each reporting

period.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will flow to
the Group and the cost of the item can be measured
reliably. All other costs, such as repairs and maintenance
are charged to profit or loss during the financial period in
which they are incurred.
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Notes to the Financial Statements (Continued)

—N\F=ZA=+—HLFE Forthe year ended 31 March 2018

BE_Z

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.6

Goodwill

Goodwill represents the excess of

(i)  the aggregate of the fair value of the consideration
transferred, the amount of any non-controlling
interest in the acquiree and the fair value of the
Group’s previously held equity interest in the
acquiree; over

(i)  the net fair value of the acquiree’s identifiable
assets and liabilities measured as at the acquisition
date.

When (i) is greater than (i), then this excess is recognised
immediately in profit or loss as a gain on a bargain
purchase.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill arising on a business combination is
allocated to each cash-generating unit (the “CGU”),
or groups of cash generating units (the “CGUs”),
that is expected to benefit from the synergies of the
combination and is tested annually for impairment (see
Note 4.17).

On disposal of a cash generating unit during the year, any
attributable amount of purchased goodwill is included in
the calculation of the profit or loss on disposal.
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Notes to the Financial Statements (Continued)

HE-_Z—N\F=ZA=1+—HILEFE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.7

4.8

Intangible assets (other than goodwill)

Intangible assets that are acquired by the Group are
stated at cost less accumulated amortisation (where the
estimated useful life is finite) and impairment losses (see
Note 4.17).

Amortisation of intangible assets with finite useful lives is
charged to profit or loss on a straight-line basis over the
assets’ estimated useful lives. The following intangible
asset with finite useful lives is amortised from the date
it is available for use and its estimated useful life is as
follows:

Trademark 10 years

Both the period and method of amortisation are reviewed
annually.

Financial assets

The Group classifies its financial assets at initial
recognition, depending on the purpose for which the
financial assets were acquired. Financial assets are
initially measured at fair value plus transaction costs that
are directly attributable to the acquisition of the financial
assets. Regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. A regular way purchase or sale is a purchase
or sale of a financial asset under a contract whose
terms require delivery of the asset within the time frame
established generally by regulation or convention in the
marketplace concerned.

Investments in debt and equity securities

The Group’s policies for investments in debt and equity
securities, other than investments in subsidiaries and
associates, are as follows:

Investments in debt and equity securities are initially
stated at fair value, which is their transaction price unless
it is determined that the fair value at initial recognition
differs from the transaction price and that fair value is
evidenced by a quoted price in an active market for
an identical asset or liability or based on a valuation
technique that uses only data from observable markets.
Cost includes attributable transaction costs, except
where indicated otherwise below. These investments are
subsequently accounted for as follows, depending on
their classification:
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4, FESHBEBE &)

4.8 Financial assets (Continued) 4.8 SWMEEE)

Investments in securities held for trading are classified
as current assets. Any attributable transaction costs are
recognised in profit or loss as incurred. At the end of each
reporting period the fair value is remeasured, with any
resultant gain or loss being recognised in profit or loss.

Dated debt securities that the Group has the positive ability
and intention to hold to maturity are classified as held-to-
maturity securities. Held-to-maturity securities are stated at
amortised cost less impairment losses (see Note 4.17).

Investments in securities which do not fall into any of
the above categories are classified as available-for-
sale investments. At the end of each reporting period
the fair value is remeasured, with any resultant gain or
loss being recognised in other comprehensive income
and accumulated separately in equity in the fair value
reserve. As an exception to this, investments in equity
securities that do not have a quoted price in an active
market for an identical instrument and whose fair value
cannot otherwise be reliably measured are recognised
in the statement of financial position at cost less
impairment losses (see Note 4.17). Dividend income
from equity securities and interest income from debt
securities calculated using the effective interest method
are recognised in profit or loss in accordance with the
policies set out in Note 4.15. Foreign exchange gains and
losses resulting from changes in the amortised cost of
debt securities are also recognised in profit or loss.

When the investments are derecognised or impaired
(see Note 4.17), the cumulative gain or loss recognised
in equity is reclassified to profit or loss. Investments are
recognised/derecognised on the date the Group commits
to purchase/sell the investments or they expire.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. They arise principally through the
provision of goods and services to customers (trade
debtors), and also incorporate other types of contractual
monetary asset. Loans and receivables are subsequently
measured at amortised cost using the effective interest
method, less any impairment losses (see Note 4.17).
Amortised cost is calculated taking into account any
discount or premium on acquisition and includes fees
that are an integral part of the effective interest rate and
transaction cost.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.9

Inventories

Inventories are stated at the lower of cost and net
realisable value. Costs of automobiles, watches and
jewelleries included in the inventories are determined
using the first-in, first-out method while the other
inventories with different nature are determined using the
weighted average basis.

4.10 Cash and cash equivalents

Cash and cash equivalents include cash at banks and
in hand, demand deposits with banks and short-term
highly liquid investments with original maturities of three
months or less that are readily convertible into known
amounts of cash and which are subject to an insignificant
risk of changes in value. For the purpose of cash flows
presentation, cash and cash equivalents include bank
overdrafts which are repayable on demand and form an
integral part of the Group’s cash management.

Financial liabilities

The Group’s financial liabilities include trade payables,
accrued charges and other payables, amounts due
to related parties and non-controlling interests and
borrowings.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instruments. All interest related charges are recognised
in accordance with the Group’s accounting policy for
borrowing costs (see Note 4.16).

A financial liability is derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4, TESHHEME 2
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4.11 Financial liabilities (Continued)

Where 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 the recognition
of a new liability, and the difference in the respective
carrying amount is recognised in profit or loss.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of the
borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least twelve months after the end of the
reporting period.

Other financial liabilities

These include trade and other payables, accrued charges
and amounts due to subsidiaries, related parties and
non-controlling interests and are recognised initially at
their fair value and subsequently measured at amortised
cost, using the effective interest method.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (Continued)

4.12 Leases

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

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and
rewards of ownership are classified as being held under
finance leases. Leases which do not transfer substantially
all the risks and rewards of ownership to the Group are
classified as operating leases.

(a) Operating lease charges as the lessor

Assets leased out under operating leases are
measured and presented according to the nature of
the assets. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the
carrying amount of the leased asset and recognised
as an expense over the lease term on the same
basis as rental income.

Rental income receivable from operating leases
is recognised in profit or loss on the straight-
line method over the periods covered by the
lease term, except where an alternative basis is
more representative of the pattern of benefits
to be derived from the use of the leased asset.
Lease incentives granted are recognised in profit
or loss as an integral part of the aggregate net
lease payments receivable. Contingent rentals are
recognised as income in the accounting period in
which they are earned.
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Notes to the Financial Statements (Continued)
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.12 Leases (Continued)

(b) Operating lease charges as the lessee

Where the Group has the right to use the assets
held under operating leases, payments made
under the leases are charged to profit or loss on
a straight-line basis over the lease terms except
where an alternative basis is more representative
of the time pattern of benefits to be derived from
the leased assets. Lease incentives received are
recognised in profit or loss as an integral part of the
aggregate net lease payments made. Contingent
rental are charged to profit or loss in the accounting
period in which they are incurred.

4.13 Provisions and contingent liabilities

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

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

—N\FE=ZA=F+—HLFE Forthe year ended 31 March 2018

BE-Z

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.14 Share capital

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have
been issued.

Any transaction costs associated with the issuing of shares
are deducted from share premium (net of any related
income tax benefit) to the extent they are incremental costs
directly attributable to the equity transaction.

4.15 Revenue recognition

Revenue comprises the fair value of the consideration
received and receivable for the sale of goods, rendering
of services and the use by others of the Group’s assets
yielding interest and dividends, net of returns and
discounts. Provided it is probable that the economic
benefits will flow to the Group and the revenue and
costs, if applicable, can be measured reliably, revenue is
recognised as follows:

Sale of goods is recognised upon transfer of the
significant risks and rewards of ownership to customer.
This is usually taken as the time when the goods are
delivered and the customer has accepted the goods.

Services income is recognised when services are
rendered.

Interest income is recognised on a time-proportion basis
using the effective interest method.

Rental income receivable from operating leases is
recognised in profit or loss on the straight-line method
over the periods covered by the lease term, except where
an alternative basis is more representative of the pattern
of benefits to be derived from the use of the leased asset.
Lease incentives granted are recognised in profit or loss
as an integral part of the aggregate net lease payments
receivable. Contingent rentals are recognised as income
in the accounting period in which they are earned.

Dividend income from listed investments is recognised
when the share price of the investment goes ex-dividend.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.16 Borrowing costs

Borrowing costs attributable directly to the acquisition,
construction or production of qualifying assets which
require a substantial period of time to be ready for their
intended use or sale, are capitalised as part of the cost of
those assets. Income earned on temporary investments
of specific borrowings pending their expenditure
on those assets is deducted from borrowing costs
capitalised. All other borrowing costs are recognised in
profit or loss in the period in which they are incurred.

4.17 Impairment of assets

(a)

Impairment of investments in debt and equity
securities and other receivables

Investments in debt and equity securities and
other current and non-current receivables that are
stated at cost or amortised cost or are classified as
available-for-sale investments are reviewed at the
end of each reporting period to determine whether
there is objective evidence of impairment. Objective
evidence of impairment includes observable data
that comes to the attention of the Group about one
or more of the following loss events:

significant financial difficulty of the debtor;

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

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

significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtor; and

a significant or prolonged decline in the fair
value of an investment in an equity instrument
below its cost.

4, FTESHHERME 2

4.16 fEERZA

Wi ERILEERZREHEH
ERERGAHEZABREEL
BERBIEEERS  S$EAZEE
EZ—BAKRAERE - BEAR
ZEEEXHZHERRFERYR
BB BMAERNERMEEERK
AR - B EMEERARESL
HAfR) 2 Ban RFERR -

417 EERE

(a) EBERRIAZFRKERAM
R 2 e

B RRAREFRE REAM
B 2 IR B B U RS X
AR HSHA AR - SRR
RAEHERE  aRNEE
HERARETEHNETE R
BAETEREER - TBH
EEBRRAKEIZEE —
BRZBENTEREHZA
BisBUR

- BEBRALBRBAMBRE
I

- ERAEX - PlmARE
TRk HA R AN B AR
GNP

— EBARBEARESN
His P EHEZF

— MR WB - @ERE
REELRYESAS
TRY 82 EAEH
R

- RERIAREZAR

EHRBELARFER
1B - EEERKAE -

SPARKLE ROLL GROUP LIMITED #2%k £ @ 4[5 A &) 5
ANNUAL REPORT 2018 4



By Fs R My EE ()

Notes to the Financial Statements (Continued)

HE-_Z—N\F=ZA=1+—HILEFE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (Continued)

4.17 Impairment of assets (Continued)

If any such evidence exists, any impairment loss is
determined and recognised as follows:

For investments in associates accounted for
under the equity method in the consolidated
financial statements (see Note 4.3), the
impairment loss is measured by comparing
the recoverable amount of the investment
with its carrying amount in accordance with
Note 4.17(b). The impairment loss is reversed
if there has been a favourable change in the
estimates used to determine the recoverable
amount in accordance with Note 4.17(b).

For unquoted equity securities carried at
cost, the impairment loss is measured as the
difference between the carrying amount of the
financial asset and the estimated future cash
flows, discounted at the current market rate
of return for a similar financial asset where the
effect of discounting is material. Impairment
losses for equity securities carried at cost are
not reversed.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT 4, FTESHHERME 2
ACCOUNTING POLICIES (Continued)
4.17 Impairment of assets (Continued) 417 EERE(E)
—  For trade and other current receivables and —  BUIREERATIERZE
other financial assets carried at amortised 2 R H At FEYUR B 58 K
cost, the impairment loss is measured as EMERmEEMS
the difference between the asset’s carrying REBENEREERR
amount and the present value of estimated BHEMHFTRARB SRS
future cash flows, discounted at the financial HeMEERABZER
asset’s original effective interest rate (i.e. F = (BIE ¥ 4 T 3R %
the effective interest rate computed at initial ZEERAE ZEEAN
recognition of these assets), where the effect )M 2 REMEHE
of discounting is material. This assessment Z#%ﬁ%‘l‘%(ﬁu BRIR 2
is made collectively where these financial HEBEKN) ERES
assets share similar risk characteristics, B S EE A A [ B
such as similar past due status, and have A (5l an 48 1L 2 80 EA
not been individually assessed as impaired. AW ) Eiﬁﬁﬁi%ﬂ?
Future cash flows for financial assets which HAEERE  BlgErT
are assessed for impairment collectively are LIRSS RBAT( - TSR
based on historical loss experience for assets BEENEzEREE
with credit risk characteristics similar to the ZARKRIREMEIIRE
collective group. HZERAS AR

EERREM Y AEY
B BBLER -

If in a subsequent period the amount of an A E & BAfE - REE
impairment loss decreases and the decrease BEFR D - A R
can be linked objectively to an event occurring DR R EE SR
after the impairment loss was recognised, RIEBEEZEHER
the impairment loss is reversed through AR EEEE A RER
profit or loss. A reversal of an impairment o o JFEEIEE LT
loss shall not result in the asset’s carrying SEHREERTMERBL
amount exceeding that which would have R BEFEE W ERER
been determined had no impairment loss been BEREEMAEEE
recognised in prior years. SR o
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (Continued)

4.17 Impairment of assets (Continued)

For available-for-sale investments, the
cumulative loss that has been recognised in
the fair value reserve is reclassified to profit or
loss. The amount of the cumulative loss that
is recognised in profit or loss is the difference
between the acquisition cost (net of any
principal repayment and amortisation) and
current fair value, less any impairment loss on
that asset previously recognised in profit or
loss.

Impairment losses recognised in profit or
loss in respect of available-for-sale equity
securities are not reversed through profit
or loss. Any subsequent increase in the fair
value of such assets is recognised in other
comprehensive income.

Impairment losses in respect of available-
for-sale debt securities are reversed if the
subsequent increase in fair value can be
objectively related to an event occurring
after the impairment loss was recognised.
Reversals of impairment losses in such
circumstances are recognised in profit or loss.
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Notes to the Financial Statements (Continued)

BE_Z

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.17 Impairment of assets (Continued)

(b)

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

Impairment of other assets

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

- property, plant and equipment;

- intangible assets;

- goodwill; and

- investments in subsidiaries and associates in
the Company’s statement of financial position.

—N\NF=ZA=F+—HLFE Forthe year ended 31 March 2018
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.17 Impairment of assets (Continued)

If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for goodwill, the
recoverable amount is estimated annually whether
or not there is any indication of impairment.

- Calculation of recoverable amount

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

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4, TESHHEME 2

4.17 Impairment of assets (Continued) 417 EERE(E)
Recognition of impairment losses R ERE
An impairment loss is recognised in profit or BEEENEMBREE
loss if the carrying amount of an asset, or ABEMZIREEBRAE

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

Reversals of impairment losses

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

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

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4, TESHHEME 2

4.18 Employee benefits 4.18 EEEA

(a) Retirement benefits (a) EKEF

(b)

Retirement benefits to employees are provided
through defined contribution plans.

The Group operates a defined contribution
Mandatory Provident Fund retirement benefit
scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance, for all of its
employees who are eligible to participate in the
MPF Scheme. Contributions are made based on a
percentage of the employees’ basic salaries.

The employees of the Group’s subsidiaries
which operate in Mainland China are required to
participate in a central pension scheme operated by
the local municipal government. These subsidiaries
are required to contribute a percentage of their
payroll costs to the central pension scheme.

Contributions are recognised as an expense in
profit or loss as employees render services during
the year. The Group’s obligations under these plans
are limited to the fixed percentage contributions
payable.

Short-term employee benefits

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the end of the reporting period.

Non-accumulating compensated absences such as
sick leave and maternity leave are not recognised
until the time of leave.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4, TESHHEME 2

4.18 Employee benefits (Continued) 4.18 EEREF (&)

(c) Share-based employee compensation

(c) HERGBEEZESHE

The Group operates equity-settled share-
based compensation plans for remuneration of
its employees. All employee services received
in exchange for the grant of any share-based
compensation are measured at their fair values.
These are indirectly determined by reference to
the equity instruments awarded. Their value is
appraised at the grant date and excludes the
impact of any non-market vesting conditions (for
example, profitability and sales growth targets).

All share-based compensation is recognised as an
expense in profit or loss over the vesting period
if vesting conditions apply, or recognised as an
expense in full at the grant date when the equity
instruments granted vest immediately unless the
compensation qualifies for recognition as asset,
with a corresponding increase in the share option
reserve in equity. If vesting conditions apply, the
expense is recognised over the vesting period,
based on the best available estimate of the number
of equity instruments expected to vest. Non-market
vesting conditions are included in assumptions
about the number of equity instruments that are
expected to vest. Estimates are subsequently
revised, if there is any indication that the number
of equity instruments expected to vest differs from
previous estimates.

At the time when the share options have exercised,
the amount previously recognised in share option
reserve is transferred to share premium. After
vesting date, when the vested share options have
forfeited or still have not been exercised at the
expiry date, the amount previously recognised in
share option reserve is transferred to contributed
surplus.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (Continued)

4.19 Income taxes

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

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

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

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

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4, TESHHEME 2

4.19 FriE8% (&)

4.19 Income taxes (Continued)

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

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the end of the reporting period. Deferred tax
assets and liabilities are not discounted.

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

Additional income taxes that arise from the distribution
of dividends are recognised when the liability to pay the
related dividends is recognised.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.19 Income taxes (Continued)

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

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

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

- the same taxable entity; or

— different taxable entities, which, in each
future period in which significant amounts of
deferred tax liabilities or assets are expected
to be settled or recovered, intend to realise
the current tax assets and settle the current
tax liabilities on a net basis or realise and
settle simultaneously.
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ANNUAL REPORT 2018 4F

4, TESHHEME 2

4.19 FriE% (&)

A MR RGN E 2B 20
FZIR - WEATEE - NEI R
EREEESEAREGEETE
BURHRBAEEREAHER
& WERFEATHEERE ZER
T A Al A7 IR S AN H R AT AR
HATE :

~ AMBEAENAMS: A%
B BEFEEELE - %
AB2RLEEME LA
& %

- EBEERBEEMAE: &
BEMBEVEALR BB
BEARUTESR —BZKZ
FiiSHiAR

- F-—ERHEE X

- TRZERHER M
ELERIEFRENE
RBEREEHREABS
RFEHREHIREE
A PAYR Bl 27 & {8 AR SR
B BFREETHRA
B EEMBERH
HMIREE - RFEFER
HZEBEEMBEZAE -



BA 5 R MY EE (48)

Notes to the Financial Statements (Continued)

BE_T—

NE=A=+—HIFE For the year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.20 Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the executive directors
for their decisions about resources allocation to the
Group’s business components and for their review of
the performance of those components. The business
components in the internal financial information reported
to the executive directors are determined following the
Group’s major product and service lines.

The measurement policies the Group uses for reporting
segment results under HKFRS 8 are the same as
those used in its financial statements prepared under
HKFRSs, except bank interest income, interest income
from investments, debt securities and loan receivables,
income tax expense, finance costs, share of (loss)/
profit of an associate, gain on deemed disposal of
investment in an associate and other corporate income
and expenses which are not directly attributable to
the business activities of any operating segment are
not included in arriving at the operating results of the
operating segment.

Segment assets exclude available-for-sale investment,
investment in debt securities, loan receivables,
investment in an associate and other corporate assets
which are not directly attributable to the business
activities of any operating segment are not allocated
to a segment, which primarily applies to the Group’s
headquarter.

Segment liabilities exclude provision for taxation,
deferred tax liabilities and borrowings and other
corporate liabilities which are not directly attributable to
the business activities of any operating segment and are
not allocated to a segment.

No asymmetrical allocations have been applied to
reportable segments.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT 4. FEETBERBE®)
ACCOUNTING POLICIES (Continued)
4.21 Related parties 4.21 @R
For the purposes of these financial statements, a party is MABBmEMs - WEATA
considered to be related to the Group if: T ZATEIWR AEAEEEH
3
(i) A person or a close member of that person’s family () MMEBATALT BIZALT
is related to the Group if that person: EZ ATHEERYZRERK
BEAREEFRE
(@) has control or joint control over the Group; (@ ¥ sk LR R AN &
H
(b) has significant influence over the Group; or by HAEEEEATE
75k
(c) is a member of key management personnel of () AArXEEFAKEEAR
the Group or the Group’s parent. AICEEZEEBRAE -
(i) An entity is related to the Group if any of the (i) feF §‘JT3ET—HI71<1£F HIEA

following conditions applies:

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

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

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

SPARKLE ROLL GROUP LIMITED 12 & B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

4. SUMMARY OF SIGNIFICANT

4, TESHHEME 2

ACCOUNTING POLICIES (Continued)

4.21 Related parties (Continued)

(if)

(Continued)

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

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

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

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

(h) 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.

Close members of the family of a person are those family

members who may be expected to influence, or be

influence by, that person in their dealings with the entity

and include:

(@)

(b)

that person’s children and spouse or domestic
partner;

children of that person’s spouse or domestic
partner; and

dependents of that person or that person’s spouse
or domestic partner.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

CRITICAL ACCOUNTING ESTIMATES AND 5.

JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below:

(@) Impairment of goodwill

The Group tests annually whether goodwill has suffered
any impairment in accordance with the accounting
policy stated in Note 4.17. This requires an estimate
of the value-in-use of the CGU to which the goodwill is
allocated. Estimating the value-in-use requires the Group
to make an estimate of the expected future cash flows
from the CGUs and also to choose a suitable discount
rate in order to calculate the present value of those cash
flows.
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Notes to the Financial Statements (Continued)

BE_Z

—N\F=ZA=F+—HLFE Forthe year ended 31 March 2018

5. CRITICAL ACCOUNTING ESTIMATES AND 5. BERe:r{4stRHE =)
JUDGEMENTS (Continued)

(b)

(c)

Impairment of other non-financial assets

The Group assesses at the end of each reporting period
whether there is any indication that other non-financial
assets with definite lives may be impaired. If any such
indication exists, the Group estimates the recoverable
amount of the assets in accordance with the accounting
policy stated in Note 4.17. In assessing whether there
is any indication that other non-financial assets may
be impaired, the Group considers indications from
both internal and external sources of information such
as evidence of obsolescence or decline in economic
performance of the assets, changes in market conditions,
economic environment and customers’ tastes. These
assessments are subjective and require management’s
judgements and estimations.

Impairment of receivables

The policy for making allowance for impairment of
receivables of the Group is based on the evaluation
of collectability and ageing analysis of the receivables
and on management’s judgement. A considerable
amount of judgement is required in assessing the
ultimate realisation of these receivables, including the
current creditworthiness and the past collection history
of each customer/debtor. If the financial conditions
of the customers/debtors of the Group deteriorate
thus resulting in impairment as to their ability to make
payments, additional allowance for impairment may be
required. If the financial conditions of the customers/
debtors of the Group, on whose account allowance
for impairment has been made, were improved and no
impairment of their ability to make payments were noted,
reversal of allowance for impairment may be required.

(b)

(c)
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEFE Forthe year ended 31 March 2018

5. CRITICAL ACCOUNTING ESTIMATES AND 5. BEREe:r{4stRHE =)
JUDGEMENTS (Continued)

(d)

(e)

(f)

Provision for inventories

The management reviews the inventories at the end
of each reporting period, and makes allowance for
impairment of obsolete, slow-moving and impaired items.
The management estimates the net realisable value
for such inventories based primarily on the expected
future market conditions and the estimated selling price.
The Group makes allowance for impairment if the net
realisable value is below the carrying amount.

Income taxes

The Group is subject to income taxes in Hong Kong,
Mainland China and other jurisdictions in which the
Group operates. Significant management judgement
is required in interpreting the relevant tax rules and
regulations and determining the amount of the provision
for income taxes and the timing of payment of related
taxes. There could have transactions and calculations
for which the ultimate tax determination is uncertain in
the ordinary course of business. The Group recognises
liabilities for anticipated tax issues based on estimates of
whether additional taxes will be due. Where the final tax
outcome of these matters is different from the amounts
that were initially recorded, such differences will impact
the income tax and deferred tax provisions in the period
in which such determination is made.

Provision for litigation and claims

During the current year, the Group had been involved
in certain litigations and claims (see Note 42). The
management determines the provision for claims based
on their best estimates according to their understanding
of legal advice. Where the final outcome of the claim and
negotiation with the respective customers is different
from the estimation made by the management, such
difference will impact the provision for claims in the year
in which such determination is finalised. A provision for
claims of approximately HK$12,976,000 was made for
the year ended 31 March 2018 (2017: Nil).
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Notes to the Financial Statements (Continued)

BE_T—

NE=A=+—HI-HFE For the year ended 31 March 2018

SEGMENT INFORMATION

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

In prior years, the executive directors have identified the
reportable and operating segments by major product and
service lines. During the year ended 31 March 2018, the Group
reorganised its internal reporting structure by simplifying the
segmental classification based on revenue contribution from
its product and service lines so as to enhance operational
efficiency, and the executive directors of the Company consider
that segments having similar economic characteristics are
aggregated for financial reporting purposes. Accordingly, the
comparative segment information has been re-presented to
conform to current year’s presentation. The Group’s reportable
and operating segments for financial reporting purposes have
been reorganised as follows:

The executive directors have identified the following reportable
operating segments:

()  Auto dealership — this segment includes distribution of
branded automobiles, namely Bentley, Lamborghini and
Rolls-Royce and provision of related after-sales services;

(i) Non-auto dealership — this segment includes distribution
of branded watches, namely Richard Mille, DeWitt,
Parmigiani, DeLaCour and Buben & Zorweg, distribution
of branded jewelleries, namely Boucheron and Royal
Asscher, distribution of certain brands of fine wines,
audio equipment, menswear apparels and accessories
and cigars and smoker’s accessories.

Each of these operating segments is managed separately
as each of the product and service lines requires different
resources as well as marketing approaches. Inter-segment
transactions, if any, are priced with reference to prices
charged to external parties for similar transaction.
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Notes to the Financial Statements (Continued)

BE_T—

NE=A=+—HILFE For the year ended 31 March 2018

6. SEGMENT INFORMATION (Continued) 6. 7EER®
2018
—E-N\F
Auto Non-auto
dealership dealership Total
AEDH FREDH At
HK$’000 HK$’000 HK$’000
TET TER TERT
Revenue from external customers REINDEP leﬁz 2,569,576 323,476 2,893,052
Other income and net gains Hg A RS2 5 58,330 5,762 64,092
Reportable segment revenue AHRE D BUEH 2,627,906 329,238 2,957,144
Reportable segment results ARE D HEE 160,225 (24,415) 135,810
Amortisation of other intangible asset Hio &R EES Y - (79) (79)
Depreciation of property, plant ME R
and equipment RENE (18,192) (2,561) (20,753)
Write-down of inventories FEMR = (6,238) (6,238)
Operating lease payments in respect MEBF &
of rented premises MEFE (42,788) (41,850) (84,638)
Reportable segment assets BENBEE 1,244,383 589,569 1,833,952
Available-for-sale investment f,\ﬁ‘ihﬁ 1,291,321
Investment in debt securities W S BEFIRE 440,000
Loan receivables EWER 127,376
Deposits, prepayments and e BEFEREMD
other receivables JE SRR 198,011
Cash at banks and in hand RITRFHERE 7,421
Other corporate assets: HAREE
- financial assets -SHEE 4,172
- non-financial assets —FEHEE 4,780
Consolidated total assets BABBE 3,907,033
Additions to non-current segment F W REFERDDH
assets during the year BE 13,976 2,067 16,043
Reportable segment liabilities RENHAE 263,667 42,587 306,254
Borrowings e 567,652
Other corporate liabilities: HiNFEE
~ financial liabilities -cRAaE 3,812
- non-financial liabilities —ELRAaE 6,135
Consolidated total liabilities ReHERE 883,853
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Notes to the Financial Statements (Continued)

6. SEGMENT INFORMATION (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

6. DIER (B

2017
—tF
Auto Non-auto
dealership dealership Total
(Re-presented)
: FFAEDH X
AEDH (sE5) A
HK$'000 HK$'000 HK$'000
TABL FET FET
Revenue from external customers RENPRP 2 Mz 2,519,181 262,041 2,781,222
Other income and net gains H A Rz 558 60,467 6,278 66,745
Reportable segment revenue CE: e 2,579,648 268,319 2,847,967
Reportable segment results EE: G 3 165,722 (20,488) 145,234
Amortisation of other intangible asset Hi\ B EE = (78) (78)
Depreciation of property, plant ME - HER
and equipment RETE (18,585) (2,541) (21,126)
Write-down of inventories FEMA (176) (5,608) (5,784)
Reversal of write-down of inventories B0 17 EMUR 2,627 - 2,627
Operating lease payments in respect HERF &Y
of rented premises HEFA (42,947) (36,190) (79,137)
Reportable segment assets ARENBEE 1,190,756 467,372 1,658,128
Investment in an associate il 11 /N A - 660,075
Cash at banks and in hand BORFERS 36,918
Deposits, prepayments and ke BEZFEEREM
other receivables [ YRR 2,966
Other corporate assets: HAREE
- financial assets —SREE 4,450
- non-financial assets - FEBEE 3,797
Consolidated total assets BABBE 2,366,334
Additions to non-current segment ERANEERE N
assets during the year BE 12,100 3,546 15,646
Reportable segment liabilities ARESHEE 125,506 46,891 172,396
Borrowings e 396,377
Other corporate liabilities: HitAmaE :
~ financial liabilities -cRAaE 5,136
- non-financial liabilities - kemEE 4,598
Consolidated total liabilities GRBBHE 578,507
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Notes to the Financial Statements (Continued)

BE_T—

SEGMENT INFORMATION (Continued)

Unallocated corporate income mainly comprised certain
incomes from advertising, exhibitions and other services,
administrative fee income and gain on disposals of property,
plant and equipment. Unallocated corporate expenses mainly
comprised certain employee benefits expense (including
directors’ emoluments), certain operating lease expenses,
auditors’ remuneration and other centralised administrative
costs of the Group’s headquarter which are not directly
attributable to the business activities of any operating
segment.

A reconciliation between the reportable segment results and
the Group’s profit before income tax is as follows:

NE=A=+—HILHFE For the year ended 31 March 2018

TEER #)

AOBEARBRATREBREETES R
BREMRBEA ?ﬁlﬁ(%”ﬁli\&ﬁ’i
ME - B hREZKE - KD
%ﬂif%@%%?ﬁéﬁﬂﬁﬁﬁ(@%i
EME)  BETRKLHEERX - REE
’i\b/(&$’ilh GINEIN=RE3) iR Tl
B EREMAS < B RITIRER -

AR 0 B R AR AR B Z R TS B AT
s F RN -

2018 2017
—E-N\F —E—tF
HK$’000 HK$’000
FHET FATL
Reportable segment results ARENHEE 135,810 145,234
Bank interest income RITHEMA 1,216 586
Interest income from investments, debt &% - BHELERERERZ
securities and loan receivables FEWA 13,835 -
Unallocated corporate income AARRARMHA 4,433 2,169
Unallocated corporate expenses ol NG (41,919) (41,858)
Share of (loss)/profit of S —REBENE 2
an associate (B18) /%A (12,779) 507
Gain on deemed disposal of investment  RIEHER —FEBE A A2
in an associate & & Wz 585,588 =
Finance costs B & AR (16,234) (15,725)
Profit before income tax B S B RDE T 669,950 90,913

The following tables set out information about the geographical
location of (i) the Group’s revenue from external customers
and (ii) the Group’s non-current assets other than financial
instruments (“specified non-current assets”). The
geographical location of customers is based on the location at
which the goods were delivered or the services were provided.
The geographical location of goodwill, other intangible asset
and investment in an associate is based on the entities’ area
of operation while that of other non-current assets is based on
the physical location of the assets. Management determines
that the Group is domiciled in Mainland China and Hong Kong,
which are the Group’s principal operating locations.

SPARKLE ROLL GROUP LIMITED 12 &£ B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

6. SEGMENT INFORMATION (Continued) 6. oIER &)
The geographical analysis of revenue from external customers REINFEEHMERIEEIERIDEE
and specified non-current assets are as follows: I AT AT -
Revenue from external Specified non-current
customers assets
REPBEF B K= EEFRBEE
2018 2017 2018 2017

“E-NE —ZT—+F ZB-NE —T—+F
HK$’000 HK$’000 HK$’000 HK$’000

FET FE T FET T
Mainland China and Hong F B A &2
Kong (domicile) B (FE) 2,823,731 2,658,778 298,698 297,526
Malaysia 5 2R 7 gn 69,321 122,444 393 472
Denmark £ 2= - - - 660,075
2,893,052 2,781,222 299,091 958,073
7. REVENUE 7. W&
The Group’s principal activities are sale of automobiles and REB 2 X EXEKARE RE MM HE
other merchandised goods and provision of automobile related EURRHEAEHEEEERRE - FRE
after-sales services. Revenue from the Group’s principal RREBAREBEZXHH 2 WEAT -
activities recognised during the year is as follows:
2018 2017
=E-N\F —E—+F
HK$’000 HK$’000
F& T T
Sales of automobiles HEEE 2,469,539 2,395,631
Sales of other merchandised goods — E g RisE 323,476 262,041
Income from provision of IR E1Z RS
after-sales services Z WA 100,037 123,550
2,893,052 2,781,222
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

OTHER INCOME AND NET GAINS 8. HtWARWKZFE
2018 2017
—Z2-N\F —E—tF
HK$’000 HK$’000
T T FHTT
Bank interest income RITHEHA 1,216 586
Income from investments, debt BE - EHEHFRERER
securities and loan receivables Z U A 13,835 -
Bonus from suppliers HERELG T 2 AL 10,045 14,281
Gain on disposals of property, HEWE - S KRG
plant and equipment ZUEs 2,128 1,514
Income from advertising, exhibitions E& - BB R EMRFEWA
and other services 7,820 7,044
Income from insurance brokerage RER LU A 44,893 41,617
Management fee income BEIEE WA 1,135 1,160
Administrative fee income TTHRERA 618 357
Others E iy 1,886 2,941
83,576 69,500
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

9. OPERATING PROFIT 9.

Operating profit is arrived at after charging/(crediting):

ReER

R MEME (GEA) ATER

2018 2017
—E-N\F —T—+tF
HK$’000 HK$’000
TFE T FHTT
Amortisation of other intangible asset Hfh A & E#Ets (f:218)"
(Note 18)" 79 78
Auditors’ remuneration ZE AN BN &
- Audit services —Ei R 1,300 1,370
— Non-audit services — FERFT R 510 1,230
Cost of inventories recognised ERERY 2 FEEKA
as expense, including B 2,287,412 2,411,756
— Write-down of inventories — FEMUR 6,238 5,784
- Reversal of write-down — B 77 EHMOR
of inventories - (2,627)
Depreciation of property, plant Y - eSS
and equipment (Note 16)* ZIE (Kt 16)™ 21,995 21,948
Exchange differences, net PE R FER 904 2,096
Gain on disposals of property, HEWSE - #es Kk
plant and equipment*** AR s (2,128) (1,514)
Operating lease payments in respect FHEZEF 2
of rented premises LB E IR 98,025 91,813
Employee benefit expense (Note 13) (& B8 MBIz (#1572 13) 44,426 45,603
Provision for litigation and FARRERE (Hg42) "
claims (Note 42)* 12,976 =

administrative expenses.

Amortisation of other intangible asset has been included in

# Depreciation of approximately HK$20,526,000 and HK$1,469,000
(2017: HK$20,455,000 and HK$1,493,000) have been included
in selling and distribution costs and administrative expenses

respectively.

H##H#

Gain on disposals of property, plant and equipment has been

included in other income and net gains.

expenses.

Provision for litigation and claims has been included in other

SPARKLE ROLL GROUP LIMITED 2%k £ @ 4[5 A &)
ANNUAL REPORT 2018 4
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

11.

10. FINANCE COSTS 10. L& AR

2018 2017
o —e—t5
HK$’000 HK$’'000
FET T
Interest on bank loans and overdraft SRITERKRBX A 14,187 11,327
Interest on other loans HEEZF S 2,047 4,398
16,234 18,725

INCOME TAX EXPENSE 11. FAIEFHi X H

Hong Kong Profits Tax has been provided at the rate of 16.5%

(2017: 16.5%) on the estimated assessable profit for the year.

The Group’s subsidiaries in Mainland China are subject to

income tax at the rate of 25% except that a subsidiary is

entitled to tax exemption for the years ended 31 March 2018

and 2017.

Income tax of certain subsidiaries of the Company in Malaysia

is charged at 3% on the assessable profit for the year or a fixed

amount of Malaysian Ringgit 20,000, whichever is lower.

FEENSBROIBREANEE 2 BEHER
Bom R E165%(ZF — L F:
16.5%) st IE i o

NEE Z A B B A BB IR B R
25% WIS - W — B AR B
ERPYRNEBEE T N\ER-_T—+
FZA=+—HILFEZHE-

AARETEHERAENEBRRZTER
AN [Z e SR A5 F1 3% 5K 20,000 55 2K 7
4 E 2 EESE(ABIEE %) B o

2018 2017
—2-N\F —FtF
HK$’000 HK$’000
FET FAT
Current tax 7N HA R A 18
- Hong Kong Profits Tax —BBNER
Charge for the year FAZM 1,146 -
Under-provision in prior years BEFEEE = 322
— Income tax of other jurisdictions — B Rl AR TSR
Charge for the year FARLTE 1,046 148
Under-provision in prior years BEFEEE 794 898
Total current tax RNERE B IE AR 2,986 1,368
Deferred tax IEFERIE (152) (206)
Total Bt 2,834 1,162

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

1. INCOME TAX EXPENSE (Continued)

11

Reconciliation between income tax expense and accounting

profit at applicable tax rates:

Frgfiz i (@)

RERAREXABERMBHR LS5 EF
ZH

2018 2017
—EB-N\F —F—+F
HK$’000 HK$’000
FET FBIT
Profit before income tax B BT 15 %5 Bl Vs ) 669,950 90,913
Tax calculated at domestic tax RERERE R 2% N S EE
rates applicable to profit or loss REREMREGTE 2 FIE
in the respective jurisdictions 126,256 32,005
Effect of tax exemption granted —E B A RERTIBER R
to a subsidiary R (35,273) (34,099)
Tax effect of non-taxable revenue BERE WS 2 I 2 (96,774) (6)
Tax effect of non-deductible expenses FA[HEINZ H 7 i 7& o728 5,254 1,287
Tax effect of unused tax losses RIERZ A ARIAEIE
not recognised 2R 3,861 5,167
Tax effect of temporary differences RERZEREZRE Y
not recognised MR & 213 86
Tax effect of utilisation of tax BRBTERERZTIBER
losses previously not recognised ZIRE 2 (900) (1,646)
Tax effect of utilisation of deductible ~ BY B E KRR
temporary differences ZAENERER
previously not recognised LB E (597) (2,722)
Tax effect of share of profit JE (i — At & 2 Bl s 7l
of an associate 2B E = (84)
Under-provision of income tax BEFEMSHEETR
in prior years 794 1,220
Income tax expense FriS iz i 2,834 1,162

SPARKLE ROLL GROUP LIMITED 2B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

12. DIRECTORS’ EMOLUMENTS 12. EEM<E
Year ended 31 March 2018 BE-_Z-—N\F=A=+—HLEFE
Retirement
benefit
Directors’ Salaries and  Discretionary scheme
fees allowances bonuses  contributions Total
BHRAEA
Ezpd FoREH HiRa R &t
HK$'000 HK$’000 HK$’000 HK$’000 HK$'000
TR THEL TR TEL TEL
Executive Directors: HTES:
Zheng Hao Jiang (Chairman WET(FRFRTHEH)

and Chef Executive Officer) 1,980 15 - 25 2,020
Tong Kai Lap (resigned with B (R=E-N\F

effect from 1 January 2018) —R—B&E) 135 1,395 510 14 2,054
Cheung Man Kit (appointed with  ZXA(RZE—+F

effect from 15 December T-RA+hHAEZT)

2017) 248 - - 6 254
Zhu Lei RE 840 - - - 840
Non-executive Directors: FanEE:

Zhang Si Jian (resigned with REB(R-F—+F

effect from 15 December 2017)  +=A+HHEE) 169 - - - 169
Gao Yu Bk 240 - - - 240
Qi Jian Wei 34 240 - - - 240
Tang Sung Wai HxE

(appointed with effect (R=Z-\5-A-H

from 1 January 2018) BZ) 60 - - - 60
Independent Non-executive BUHTES:

Directors:

Choy Sze Chung, Jojo B 240 - - - 240
Lam Kwok Cheong MEE 240 - - - 240
Lee Thomas Kang Bor FER 240 - - - 240
Total CE 4,632 1,410 510 45 6,597

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

12. DIRECTORS’ EMOLUMENTS (Continued) 12. EEM € )

Year ended 31 March 2017 BHE-Z—+tH&=A=+—RHIFE
Retirement
Salaries and  benefit scheme
Directors’ fees allowances  contributions Total
RRER
E ik e Kb TR A&t
HK$'000 HK$'000 HK$'000 HK$'000
FET FET TET TET
Executive Directors: WITES
Zheng Hao Jiang (Chairman BT (ERFTHAR)
and Chef Executive Officer) 1,980 - 23 2,003
Tong Kai Lap (Chairman) BRGL(EE) 180 1,860 18 2,058
Zhu Leli K& 840 - - 840
Non-executive Directors: FHITEF:
Zhang Si Jian KRB 180 - - 180
Gao Yu =S 180 - - 180
Qi Jian Wei =34 180 - - 180
Independent Non-executive BUFHTES :
Directors:
Choy Sze Chung, Jojo £ B 180 - - 180
Lam Kwok Cheong MRS 180 = - 180
Lee Thomas Kang Bor THER 180 - - 180
Total CEl 4,080 1,860 41 5,981

During both years, no emoluments were paid by the Group

to any directors as an inducement to join or upon joining the

Group or as compensation for loss of office. There was no

arrangement under which a director has waived or agreed to

waive any emoluments.

SPARKLE ROLL GROUP LIMITED #2 %k £ @ 4 [R A &)
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

13. EMPLOYEE BENEFIT EXPENSE

13. EERABEX

2018 2017
—E-N\F —T—+tF
HK$’000 HK$’000
FET T T
Employee costs, including EEXRAK  BREEZEHE
directors’ emoluments 34,410 36,821
Defined retirement benefit scheme AEREERIKBFREEIHR
contributions for employees 10,016 8,782
Total employee costs B B AN 4B KA 44,426 45,603
(@) Five highest paid individuals (a) HENBESHAL

Of the five individuals with the highest emoluments in the
Group, three (2017: three) were directors of the Company
whose emoluments are disclosed in Note 12 above. The
emoluments payable to the remaining two (2017: two)

EAEERUGSHFALH  ER =L
“TF ) RAREESF W
EZMEER EXME12KE - FAE
NESBMU(ZT—tF W) ALZ

individuals during the year were as follows: e
2018 2017
—E-N\F —T—tF
HK$’000 HK$’000
F& T T
Salaries and other benefits Ha RHEHAMER 2,076 1,920

Retirement benefit scheme

contributions BROREFFT B R 72 58
2,148 1,978

The emoluments payable to the non-director highest paid

BNTHEERRHFALZMENFT

individuals fell within the following bands: HI48 Rl
2018 2017
—E-N\F —E—tF
Number of Number of
individuals individuals
AE AEX
Nil to HK$1,000,000 0% 1,000,000 % T - 1
HK$1,000,001 to HK$1,500,000 1,000,001 8TcE 2 1
1,500,000 7T
2 2

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

14. DIVIDEND 14. R E
No dividend was paid, declared or proposed by the Group in REBUVEREEZE _TE—N\FR_Z
respect of the years ended 31 March 2018 and 2017. —tF=A=1+—HIEFERF B

SEFERRSE -

15. EARNINGS PER SHARE 15. BREF
Basic earnings per share is calculated by dividing the profit FRERAENTEBEEHE T —/)\F
attributable to owners of the Company of approximately —A=T—BHIEFERRRELS AEWN
HK$664,565,000 (2017: approximately HK$87,845,000) by i 1 40 664,565,000 8 7L (ZF —+ 4 :
the weighted average of 4,445,894,981 (2017: 3,317,114,634) #187,845,0008 7T ) B LAE 1T E @A
ordinary shares in issue during the year ended 31 March 2018. INHEF 19 E04,445,804,981 E (=T —

F : 3,817,114,684 %) 51 &

Diluted earnings per share are the same as basic earnings per AR A S W B S E LA
share as there were no dilutive potential ordinary shares in WERHEERNEEIRERBFER -

existence during the years.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

16. PROPERTY, PLANT AND EQUIPMENT 16. ¥)% - MR RRE

Furniture,
fixtures and

equipment Motor vehicles Total
Bif - £ER
Sl e A3t
HK$’000 HK$’000 HK$’000
BT +E T BT
At 1 April 2016 R-ZZE—X~"EMNA—H
Cost BN 255,818 33,800 289,618
Accumulated depreciation BEITE KA
and impairment (164,536) (18,059) (182,595)
Net carrying amount EEEEEE 91,282 15,741 107,023
Year ended 31 March 2017 BE-—ZT—+tF
ZA=t+—-HLFE
Opening net carrying amount FYEREFEE 91,282 15,741 107,023
Exchange differences PE N =% (4,713) (800) (5,513)
Additions NE 8,144 8,381 16,525
Disposals e (631) (4,101) (4,732)
Depreciation e (18,171) (3,777) (21,948)
Closing net carrying amount S AKREZEH 75,911 15,444 91,355
At 31 March 2017 and R=TB—+tFE=A=+—H
1 April 2017 E—Z—tFWA—H
Cost B 249,315 30,527 279,842
Accumulated depreciation ZETTERRE
and impairment (173,404) (15,083) (188,487)
Net carrying amount EEEEEE 75,911 15,444 91,355

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

16. PROPERTY, PLANT AND EQUIPMENT 16. Y% - BRRE 2)

(Continued)
Furniture,
fixtures and Motor
equipment vehicles Total
B £ER
B4 RE &&t
HK$’000 HK$°000 HK$’000
FE T FHET FE T
Year ended 31 March 2018 BHE-Z—N\&F
ZA=t-HLFE
Opening net carrying amount FYRmEFEE 75,911 15,444 91,355
Exchange differences PE X =R 8,595 1,453 10,048
Additions NE 11,432 6,457 17,889
Disposals HE (1,921) (2,849) (4,770)
Depreciation e (18,349) (3,646) (21,995)
Closing net carrying amount FARMEFE 75,668 16,859 92,527
At 31 March 2018 R-F-NF
=A=+-—H
Cost B A 229,697 31,102 260,799
Accumulated depreciation RETTE RRE
and impairment (154,029) (14,243) (168,272)
Net carrying amount AR F 2 75,668 16,859 92,527
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Notes to the Financial Statements (Continued)

BE_T—

17. GOODWILL

The net carrying amount of goodwill can be analysed as
follows:

NE=A=+—HILFE For the year ended 31 March 2018

17. BE

BB ZREFEADMAT

2018 2017

—E-N\F —T—+t5F

HK$’000 HK$’000

FHE T T

Gross carrying amount ARm42%8 580,679 580,679
Accumulated impairment R2ERE (374,508) (374,508)
Net carrying amount BRTHF 2R 206,171 206,171

The carrying amount of goodwill, net of any allowance for
impairment, is allocated to the cash-generating unit (“CGU”) of
the auto dealership business (the “Auto CGU”).

The recoverable amount of the Auto CGU was determined
based on the value-in-use calculation using pre-tax cash
flow projections from formally approved budgets covering a
detailed five-year budget plan, followed by an extrapolation
of expected cash flows at zero percent growth (2017: zero),
which do not exceed the long-term growth rate for the
business in which the Auto CGU operates. The growth rate
reflects the long-term estimated average growth rates for the
product lines of the CGU.

The key assumptions for the value-in-use calculations are:

P8 2 MRE S BN RR E R EE AR
PEEREDHEBZRASTELEN
(REREEEEM]) -

MERCELBM 2RO S RETIRE
REEAEL  KABLEANERES
ﬁZﬁﬁﬁfﬁfﬁmbéi‘E/ﬁﬂ(xl&%ﬁ?&ZﬁE
BEFE]) - WERERO% (ZT—L5F
0%) ZBEE (WIEBRXTBEEIERS
EABUKE 2 ¥ RBERE) HEH
ZEHReREETE - FHERXRK
ZHEEELBUERRZREMTFY
BRR-

FEREEAEZEZERRAT

2018 2017

—g—_N\& —E

Growth rate after five-year period hFHE 2R E 0% 0%
Discount rate AL IH = 14.7% 14.2%

The key assumptions have been determined based on past
performance and its expectations for the market’s share
after taking into consideration published market forecast and
research. The discount rates used are pre-tax and reflect
specific risks relating to the Auto CGU.

Apart from the considerations described in determining the
value-in-use of the Auto CGU above, the Group’s management
is not currently aware of any other possible changes that would
necessitate changes in its key estimates.

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

18. OTHER INTANGIBLE ASSET 18. HttEF & E

Trademark
iR
HK$’'000
FATT
At 1 April 2016 R-ZE—RFEWNA—H
Gross carrying amount IRE4%E 33,163
Accumulated amortisation and impairment St MORE (82,613)
Net carrying amount BREEEE 550
Year ended 31 March 2017 BE-F-tF=A=1T—-HLEE
Opening net carrying amount FYEREF R 550
Amortisation charge BT (78)
Closing net carrying amount FARIKREFHE 472
At 31 March 2017 and 1 April 2017 R-ZZE—tFE=H=+—H
R=—Z—tFWMA—H
Gross carrying amount BRI 33,163
Accumulated amortisation and impairment R R E (32,691)
Net carrying amount BRTH R &8 472
Year ended 31 March 2018 BE-_Z-—N\F=A=+—HLEE
Opening net carrying amount FHREFE 472
Amortisation charge BT (79)
Closing net carrying amount FARREEE 393
At 31 March 2018 R=2-NF=ZHA=+—H
Gross carrying amount ARE 4258 33,163
Accumulated amortisation and impairment RETEEORE (32,770)
Net carrying amount REEE 393

SPARKLE ROLL GROUP LIMITED #2 %k £ @ 4 [R A &)
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

19. INVESTMENT IN AN ASSOCIATE AND 19. A—EBE QAR ZRERAH
AVAILABLE-FOR-SALE INVESTMENT HEKRE
(a) Investment in an associate (a) R—REBEARZRE
2018 2017
—E-N\F —E—+F
HK$’000 HK$’000
FHET T
Listed shares EFo kB
Goodwill on acquisition IR BB E L 2 e - 374,451
Share of the associate’s net assets ME—HEEBE AR EEFE - 285,624
At 31 March R=A=+—H - 660,075
Particulars of the associate up to the date of deemed disposal HERELEBPBE QR ZFBW
are as follows: N
Percentage
of effective
Place/country of interest
incorporation and Issued and held by the
Name kind of legal entity  paid-up capital Company Principal activities
HMmA LI B R ERTRER KA TR
=L REEERER BEhEXx BEREZAIL FEER
Bang & Olufsen Denmark, limited Danish Krone 15.09%  Design, manufacture, market and
A/S (“B&0”) liability company 431,974,780 sale of branded audio and visual
consumer electronics products
Bang & Olufsen % ERET LA 431,974,780 15.09%  #®&t - R EERHEREEEH
A/S([B&O ) MER A EEfEm
B&O is a listed entity in Denmark and the fair value of the BROABNEM EMAR  RZE—tF
Group’s interest in B&O is approximately HK$704,612,000 as ZA=+—8  AEERBIOEmZA
at 31 March 2017. 2 1B49/4 704,612,000 77T °

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

19. INVESTMENT IN AN ASSOCIATE AND 19. RA—EHE AR ZRER A#

AVAILABLE-FOR-SALE INVESTMENT
(Continued)

(@) Investment in an associate (Continued)

The Group completed its acquisition of approximately 15.09%
shareholding in B&O on 16 December 2016. Last year, with the
Group’s presence on the board of directors of B&O and participation
in the financial and operating policies decisions of B&O, the Directors
considered that the Group could exercise significant influence over
B&O and accordingly the investment was accounted for as an
associate. During current year, the Group ceased to have significant
influence over B&O as a result of loss of representation by the Group
in the board of directors of B&O due to the resignation of Mr. Tong
Kai Lap as the chairman and executive director of the Company (who
holds the position of director and audit committee member of B&O)
(the “Resignation”) which was effective from 1 January 2018. The
directors of the Company announced on 15 January 2018 that in
accordance with Hong Kong Accounting Standard 28 Investments
in Associates and Joint Ventures (‘HKAS 28”), as a result of the loss
of significant influence over B&O due to the change of circumstances
including the Resignation, the consequential loss of representation by
the Group in the board of directors of B&O and that the Group has
no intention to recommmend any person to the board of directors and
senior management of B&O, B&O ceased to be an associate of the
Group and thus the Group discontinued the use of the equity method
on its investment in B&O, and accordingly, the investment in B&O at
the date when significant influence is lost was recognised at fair value
and this amount was regarded as the fair value on initial recognition
of available-for-sale investment. (see Note 19(b)).

The Group’s 2018 results included B&O'’s results for the
9 months ended 30 November 2017 (2017: the 3 months
ended 28 February 2017) and any significant events or
transactions for the period from 1 December 2017 to 31
December 2017 (date immediately before the date of loss of
significant influence) (2017: in the 15 days before the date
of acquisition and the month of March 2017) with reference
to B&0O’s most recently available and published financial
information (which were drawn up to 30 November 2017
(2017: 28 February 2017)). The Group has taken advantage of
the provision contained in HKAS 28 whereby it is permitted to
include the attributable share of associates’ results based on
accounts drawn up to a non-coterminous period end where
the difference must be no greater than three months. The
Group’s share of the results of B&O included in the Group’s
consolidated financial statements for the year ended 31 March
2018 amounted to a loss of approximately HK$12,779,000
(2017: profit of approximately HK$507,000).

SPARKLE ROLL GROUP LIMITED 2B A R A A
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R-ZZB—AF+ZA+RE xEE=
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BUREER— B E R RAR - RAF
B ARAAREERATEEERL
FE(BRMEABROESFBBERERE
BRE)R=_ZF-\F—A—HET(#
1) "EBRBIOEFGRZAK
ERAEETBYHBOBRAEARE
he RRREEFN_E—N\F—A+Hh
Bof - aREREE (BEET) B2
REHBROWEATE S REFES
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AEEWESFRABOEEE RERERE
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BEE - ZT—+F+_A=1+—H(BE
KEEAFENBH) LB (= —+t
FWERMRIS AN —TE—+FE=H)
BEMNEMEAZHFRRS - AEBEER
MBS G EBIFE28EFREH 215 &
I BEEEFABE QAR TREER
H(BE=ZETEBB=MA) 2ER A
HEZDEBENRZEE - AEBE DL
BROMEZ AREBEE_ZT—N\F=
A=+—BLEFEZEEHEHRE - BB
#912,779,00078 7T (ZF—+ 5 : % F4
507,000787T) °
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

19. INVESTMENT IN AN ASSOCIATE AND
AVAILABLE-FOR-SALE INVESTMENT

(Continued)

(a) Investment in an associate (Continued)

Immediately after the loss of significant influence over B&O,

it was accounted for as a deemed disposal of the entire

interest in B&O, with a resulting gain of approximately
HK$585,588,000 on deemed disposal of investment in the
associate being recognised in profit or loss during the year

ended 31 March 2018.

The following table illustrates the summarised financial

information of the associate and reconciled to the carrying

amount in the consolidated financial statements:

19. R—EBREQT2RERATH

HERE @)

(a) R—EBEIARZREE)

ZRRELHBIOMERXN

hig - B

AR BRIEHERBROZ 2B s

MmAELRE —FEE R
585,588,000 8 TLREE —

Al HE WD
g-N\%=A

=+ —BLEFEZREAER -

TRINRBMERR M BEERBE I
BT A MG MA AN REELER

2018 2017

—E-N\F —ET—+F

HK$’000 HK$’000

TFE T T T

Current assets mENEE - 2,294,096

Non-current assets EREBEE - 995,008

Current liabilities nBaE = (977,088)

Non-current liabilities FERBAR - (419,216)

Net assets BESHE - 1,892,800
Reconciliation to the Group’s BN E A B E A T

interest in the associate ZiEm 2R

Proportion of the Group’s ownership 7N & 7 # 5 1 L ) - 15.09%
Group’s share of net assets of the REBE E(REE R A
associate, excluding goodwill BEFE (T8

recognised by the Group REBBERZEE) - 285,624

Goodwill on acquisition WEEEA 22 - 374,451

Carrying amount of the investment KEREE - 660,075

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
ANNUAL REPORT 2018 4F
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

19. INVESTMENT IN AN ASSOCIATE AND

19. R—EBEQF2RERATH

AVAILABLE-FOR-SALE INVESTMENT

(Continued)

(a) Investment in an associate (Continued)

HERE &)

(a) R—EBEIARZREE)

From 1 April
2017 to date
of deemed Year ended
disposal 31 March 2017
R-ZZE—+tF HE—T—+F
mA-HEZ  =A=t+—8
RIELERS IEFE
HK$’000 HK$’000
T T T
Other disclosures Hihi &
Revenue Wz 2,871,301 880,432
(Loss)/profit for the period HA (&E), & F (84,683) 3,360
Other comprehensive loss Hih2mEEE (34,922) (560)
Total comprehensive (loss)/income 2E (E8) WARE (119,605) 2,800
(b) Available-for-sale investment (b) HTHEERE
HK$’000 HK$’000
FET TP
Available-for-sale equity securities, Al ERAES -
at fair value BA AR
— Listed overseas — BN T 1,291,321 -

Available-for-sale equity securities represent investment in

B&O (see Note 19(a))

Al ERAE SRR BRO 2 B E (R

sX19(a)

SPARKLE ROLL GROUP LIMITED #2 %k £ @ 4 [R A &)
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

20. BALANCES WITH NON-CONTROLLING
INTERESTS/RELATED PARTIES

(a)

(b)

Balances with non-controlling interests

The amounts due to non-controlling interests are
unsecured, interest-free and repayable on demand.

Rental deposits paid to a related party

The Group entered into several agreements with Mr.
Qi Jian Hong (“Mr. Qi”), a substantial shareholder
of the Company, for leasing of properties as office
premises, warehouse and showrooms in Mainland
China to the Group. The rental deposits paid to Mr. Qi
of HK$15,812,000 (2017: HK$15,101,000) have been
recognised as non-current assets as at 31 March 2018.

SPARKLE ROLL GROUP LIMITED 2% & E A R A 7
ANNUAL REPORT 2018 i

20. SRFFIZIRMER RAELT 2 AEER

(a)

(b)

BESFIE IR R 2 AR BR

FER IR R R EEM -
BRBRERER -

ENf—ERBIATES

REBEARNT 2 EERFEAZE
EE(TREL])RAAEBRHEES
TR P B 2 e AE
BERREEFIZE R - BE
J 2 e % £ 15,812,000 T
—ZT—+4 : 15,101,000 7T) 2
RZZE—N\F=ZRA=1T—"BHERE
ERBEE °
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Notes to the Financial Statements (Continued)

NE=A=+—HI-HFE For the year ended 31 March 2018

BE_T—

20. BALANCES WITH NON-CONTROLLING

(c)

20. SRFFIEIRRER RAEE T Z KRR

INTERESTS/RELATED PARTIES (Continued) (&)
Balances with related parties (c) EEERHEEL 2488
(1) Amounts due from related parties are as follows: (1) EKEBETZZBEUT
Maximum Maximum
balance As at 31 balance
outstanding  March 2017  outstanding
As at 31 during the and 1 April during the  As at 1 April
March 2018 year 2017 prior year 2016
RZB-t#
=ZA=1t-B RL-5ER
RZB-NE  REARS R-FT-tF BE R-B-AE
ZBEt-B  AEELHR mA-B  REEEH mA-A
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
i TR THT THET TR THET
Mr. Qi BRE (i) 6,847 20,979 15,101 17,561 17,561
IbRRRE R RERE R
ARADF(BISRGB") ARAF
(TegEs]) (i - 521 521 1,116 1,116
TREFRERE ERETASRE
ARAR(BIHYDY) BRAF(TEREFKE]) (i) 1,111 1,11 - - -
tREERELE tREERELE
ARAF(‘BIFBTS)  BRAF(LRBEEHE) (i) 618 618 - - -
Total amounts due JEW m A
from related parties ~ FIELE 8,576 15,622 18,677
Notes: BfsE
(i) The amount due from Mr. Qi, resulting from prepaid rental [0} RAAEERAEEFMNRERERK
expenses for leasing of properties as office premises, T YEERANE  AERERE
warehouse and showrooms in Mainland China to the Group, a2 SR LA

(i)

(ii)

@

is unsecured, interest-free and will be utilised through
setting off future rental expenses payable to Mr. Qi within
one year.

The amount due from BJSRGB (a company controlled by
Mr. Qi), resulting from provision of management services,
was unsecured, interest-free and repayable on demand.

The amounts due from BJHYDY and BJFBTS (both
companies controlled by Mr. Qi), arising from acquisition of
a subsidiary (see Note 41), are unsecured, interest-free and
repayable on demand.

The amounts due to related parties are unsecured,
interest-free and repayable on demand.

SPARKLE ROLL GROUP LIMITED 2B A R A A

FAREEN - 2B M EBE
B —F AN EELE Z RKHE
ERXTABA °

(i) HEHEEEREMEKSEER
(—REBFLEEFZAR) 25K
BAERE - %8 RARENRE
5&

(i)  E U — R E A A E UK
§E$K¥&ﬁ?ﬁﬁﬁﬁ(
WA BB )
BAEERR  REREEEX
5&

BB BT 2 5 RS
# BEREAZERMEE -

Y N

RN

2

ANNUAL REPORT 2018 4

‘



B Fs AR My aE (38)

Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

21 .INVENTORIES 21. &
2018 2017
—E-N\F —E—+tF
HK$’000 HK$’000
FET FHETT
Raw materials and consumables [EM B E R SR 36,959 26,347
Merchandised goods i 1,024,448 897,207
1,061,407 923,554

22.

As at 31 March 2018, merchandised goods of (i) approximately
HK$484,121,000 (2017: HK$335,635,000) have been pledged
to secure the loan facilities (Note 29) and (ii) approximately
HK$16,975,000 (2017: Nil) have been frozen as a reserve
under a litigation claim (see Note 42).

TRADE RECEIVABLES AND DEPOSITS,
PREPAYMENTS AND OTHER
RECEIVABLES

(a)

Trade receivables

The Group’s trading terms with its retail customers are
mainly receipts in advance from customers or cash on
delivery, except for certain transactions with creditworthy
customers where the credit period is extendable up to
3 months, whereas the trading terms with wholesale
customers are generally one to two months. In addition,
the Group generally provides a credit term of two to three
months to automobile manufacturers for the in-warranty
after-sales services. The Group seeks to maintain strict
control over its outstanding trade receivables and has
a credit control policy to minimise credit risk. Overdue
balances are reviewed regularly by the management.

SPARKLE ROLL GROUP LIMITED 12 & B A R A A

ANNUAL REPORT 2018 “F

22.

(a)

RZE—NF=ZA=+—"H " ()B&
#47484,121,000%8 w( = & — £ F:
335,635,000/ 7T ) < i m EEE # -
VRS BEZ @ E (M E29) & (i) & 84
16,975,000 8 T(—E—+F : )25
mE TR - EAFARE Z i (R
£T42) o

BRESZREAURESE AR
SRR N H A PR WK O

FEW B 5 A

AEBERTEZPZHNZXZERTE
RERERIERM - S TRESE
REFNEFPZENRFEERRIMEAZ
EEH - MELBERP RN FIER
Al—RAHM—Z=MEA - ttsh - AEE
—RARE A 2 SRR A TERE
BREME=-EAZEEH ~£ES
SKEE R EEWE S HRAEITRIEE
7 ARBEEEEZERRUAKEER
BRRERE - BEETNEBREE
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

22. TRADE RECEIVABLES AND DEPOSITS,
PREPAYMENTS AND OTHER
RECEIVABLES (Continued)

(a)

(b)

Trade receivables (Continued)

An ageing analysis of trade receivables at the end of

22 EREZREURZE - BH
MEREMEWRFIE#)

() EREZREGE)
ERNBRAHZREESRERHREH

the reporting period, based on the invoice dates, is as RZEREWRDITAT ¢
follows:

2018 2017
= —®—t5
HK$’000 HK$'000
F& T FBIT
0 — 30 days 0£30H 5,075 1,161
31 - 120 days 312120 A 267 100
Over 120 days H#i® 120 H - 5,393
5,342 6,654

The ageing analysis of the Group’s trade receivables
that are not individually nor collectively considered to be
impaired is as follows:

AEBEARBRRBERNREBREZE
WE BB FRE AT

2018 2017

—E-N\F —E—tF

HK$’000 HK$’000

F& T FBIT

Neither past due nor impaired KR HA TN AR E 5,342 6,654

Trade receivables that were neither past due nor
impaired related to certain customers from whom there
was no recent history of default.

Deposits, prepayments and other receivables

REEIRBE 2 EWE SRR E
ETIIRAEBHCEZEP ©

(b) &L  ABRAREMEKRIR

2018 2017

—2-N\F It

HK$’000 HK$’000

FET FETT

Deposits biraca 20,418 19,233

Prepayments TR IE 45,025 39,917

Other receivables H b & YR 150,841 94,173
Value-Added Tax (“VAT”) AT U eI ER ([EER )

recoverables 53,711 23,484

269,995 176,807

SPARKLE ROLL GROUP LIMITED #2# &£ @ A R A 7
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Notes to the Financial Statements (Continued)

HE-_Z—N\F=ZA=1+—HILEFE Forthe year ended 31 March 2018

23.

24,

INVESTMENT IN DEBT SECURITIES 23. REBKRESH
The Group’s investment in debt securities represents unlisted AEEMBEEEFIRERE LEEEEH
senior notes (the “Senior Notes”) issued by Shanghai Huaxin (&B) AR AR (—HEREBEMAH
Group (Hong Kong) Limited, a company incorporated in Hong BEAR)BITHIELETELEZE ([EX
Kong with limited liability. Details of the Senior Notes are set ZE]) - BEEEEBRNFBEHNRNAR
out in the announcements by the Company on 4 December AR—_E—tF+_AEAE=_F—N
2017 and 2 March 2018. F=ZAZHRIBHRM -
Subsequent to the end of the reporting period, (i) the RREBRZE (INEEKKEB
Group disposed of the Senior Notes in the principal 111,320,000/ 7w —R B E=FH ([E
amount of HK$110,000,000 (the “First Senior Note”) to an 7 D EREEEA110,000,00058 T HIE
independent third party (the “Purchaser”) at a consideration HEBE(E—HEBLEERE])  RELEME
of HK$111,320,000, resulting in no gain or loss on disposal; A ERENEE  R(i)AEBERE
and (i) the Group has agreed to dispose of the Senior Notes 21X {8334,840,000/8TM B H HEEAK
in its remaining principal amounts of HK$330,000,000 (the %8 /5330,000,000898 =& ([ 55 —1n
“Second Senior Note”) to the Purchaser at a consideration BEZE]) BEHEE _NELEZEER
of HK$334,840,000 and this disposal of the Second Senior ZEMBHETIERRREARTK - B
Note has not yet been completed up to the date of issue of HEBEZBENFBHNALNRN_-Z
these financial statements. Details of the disposal of the Senior —N\FRA=FT—HREHNQMH -
Notes are set out in the announcement by the Company on 31
May 2018.
LOAN RECEIVABLES 24. BRER
2018 2017
—E-N\F —E—tF
Note HK$’000 HK$’000
B 5 FET AT
Loans to independent third BRAODHARETEM
parties through FE=FREER
internet finance platform (i) 86,420 -
Other loans receivable H R E K (ii) 40,956 -
127,376 =

Loan receivables were neither past due nor impaired.

Notes:

(i) Amounts represented loans to independent third parties
which were facilitated through the internet finance platform of
independent financial services companies and are unsecured. The
principal of these loans (with maturity due within 60 days) and the
related interest (bearing 6.00% or 6.80% per annum) are insured
by an independent insurance company based in Mainland China.

(if) The loans receivable is made to an independent third party and
is unsecured, bears interest rate of 7.36% per annum and is
repayable on 1 September 2018.

SPARKLE ROLL GROUP LIMITED 12 & B A R A A
ANNUAL REPORT 2018 “F

PR EE 3R B R A IO AE
Fa

(i) SHABBE N ©RAR ARz B
MEFLAEBYIF = HIRENER I
AEER  ZZEXRNAL (RIHA A
608 W) XA REFIE (FFIEA6.00%:k
6.80%) F3 R B P b A 98 37 (R B 8 B A
F o

(i) FERERRAENE= SR WA
A EFK7.36%  WAR-Z—\
FhA—BEE-
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

25. PLEDGED DEPOSITS, RESTRICTED BANK 25 BiE#ER - ZRFIBITEER

BALANCE AND CASH AT BANKS AND IN
HAND

Cash at banks earns interest at floating rates based on daily
bank deposit rates. As at 31 March 2018, the deposits bore
interest rates ranging from 0.01% to 2.00% per annum (2017:
ranging from 0.01% to 2.00% per annum) which are close to
the market interest rates.

Certain of the Group’s deposits have been pledged to secure
loan facilities granted to the Group (Note 29). The pledged
deposits will be released upon the settlement of the relevant
borrowings.

As at 31 March 2018, the Group has a restricted deposit held
at a bank in Mainland China as a reserve under a litigation
claim of HK$5,304,000. The litigation relates to a dispute over
a sale and purchase agreement on automobile between one
of the Group’s subsidiaries and a customer in Mainland China
(see Note 42).

As at 31 March 2017, the Group has a restricted deposit held
at a bank in Mainland China as a reserve under a litigation
claim of HK$6,180,000. The litigation relates to a dispute on
the product quality between one of the subsidiaries of the
Group and a customer in Mainland China. The litigation claim
was fully settled and the restricted deposit of HK$6,180,000
was released during the year ended 31 March 2018.

As at 31 March 2018, the cash at banks and in hand,
restricted bank balance and pledged deposits of the Group
which are dominated in RMB and held in Mainland China
were HK$176,855,000 (2017: HK$193,616,000). RMB is
not a freely convertible currency. Under Mainland China’s
Foreign Exchange Control Regulations and Administration
of Settlement and Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for
foreign currencies through banks that are authorised to
conduct foreign exchange business.

SPARKLE ROLL GROUP LIMITED 2 ¥ &£ E A R A A

URBITRFERE

RITHEE 2B THRE B RITERF R
NREFHE - =B NFE=A=1+—
B FRUAEFENT0.01% E2.00%
(ZE2E—tF: FMNENF001%E
2.00%) &t 8 - BRAETISHE o

AKEETREE TEM  SAKEE
BOERBE FER (FE29) - ©EM
FRENENBRBEERAER -

RZE—NF=ZA=+—"8 ' ~5H
B AU R 1T A B X BRI 7 &K
5,304,000 B TIERFARR L FEHES °
ZFANBEBRASE —EHEB AR EHP
BAK —aRFEZHEBAIEEE D
EZFE(2RMFE42) o

R-ZF—tF=A=+—H X&H
REBERBERITHEENZRGFX
6,180,000 B ITIE B AR R Z #
& ZARNERAEE —HHEAR
HEpBENN -2 EP cHEBERE
TFR - -RBE_T-N\F=ZA=1—
BLEEE  FRRECEBEBTRER
|77 5 6,180,000 7T B A RR ©

MR-ZE—-NE=ZA=+—0 AE£EX
RITRFHERS  XRHBITEHRKE
EREFER(IAAREGTEER TR A
#45)5176,855,0008 7T ( - F—+H4F :
193,616,000%7C) - ARBEATTBHKL
BMAHEME o Ri5H B A2 IMNEE
BIEAIRERE -  SERMESEELAT -
REBEENERELEIINEER 2R
TEAREE IR RINE -
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Notes to the Financial Statements (Continued)

BE_T—

26. OTHER CASH FLOW INFORMATION

Reconciliation of liabilities arising from financing
activities

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

NE=A=+—HILFE For the year ended 31 March 2018

26. £

{‘miﬁﬁlllbiﬁﬂ

MEETHELEEEHK

TRAREERELZDHEEZE (BER
SRR EY) 2FE - MEZDAR
RAESRECR XA BRRSREFH
IR AEEGeReRERDERARE
EEFBRSRENEE -

Amounts
due to non-
controlling
interests  Borrowings Total
EREER
BHHNE &g @t
HK$'000 HK$'000 HK$'000
THT THT TET
(Note 20(a)) (Note 29)

(Pt £ 20(a)) (B E29)

At 1 April 2017 R=Z-t&MA—H

Changes from financing MERSREZET
cash flows:

Advances from non-controlling i8R R ERER DR
interests of subsidiaries

Proceeds from new borrowings MEEE 7 RETE

Repayment of borrowings BREE

Interest paid EFFE

Total changes from financing ~ BEZH2 72 E#E#EE
cash flows

Exchange adjustments ERAR

Other change: Hih# 5 :

Interest expenses HMERZ

At 31 March 2018 R-ZE-\E=A=+-H

SPARKLE ROLL GROUP LIMITED 12 & B A R A A
ANNUAL REPORT 2018 “F

1,578 396,377 397,955

2,960 - 2,960
2,231,457 2,231,457
(2,105,248) (2,105,248)

- (16,234) (16,234)
2,960 109,975 112,935
- 45,066 45,066
- 16,234 16,234
4,538 567,652 572,190
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27. TRADE PAYABLES

28.

The following is an ageing analysis of trade payables which

NE=A=+—HIFE For the year ended 31 March 2018

27. ERESRIE

ERNBERARZENEZRARNREH

based on the invoice dates as at the end of the reporting RZEEEWSOITWOT -
period:

2018 2017
—E2-N\F E—+ 5
HK$’000 HK$’000
FET T IT
0 — 30 days 0£Z30H 10,194 13,199
31 — 60 days 31£260H 462 2,739
61 — 90 days 61 %290 H 2,290 2,477
Over 90 days 8 3E 90 H 1,555 1,516
14,501 19,931
Included in the trade payables is an amount due to an 1‘5’\* ”*tiiﬂ =+—8: JEH‘,E

associate of HK$10,847,000 as at 31 March 2017.

RECEIPTS IN ADVANCE, ACCRUED

BREEN —EBE QA 2K

10,847,000/%75 °

28. WA - Bt ERAREME

CHARGES AND OTHER PAYABLES INE/CE]
2018 2017
—E-N\E —tF
HK$’000 HK$’000
FET FAETT
Current portion: TENEB D
Receipts in advance from customers  FAWE F IR 195,479 111,859
Accrued charges* EstE R~ 13,908 3,211
Other payables H At & R IE 78,983 39,610
288,370 154,680
Non-current portion: IERBI D :
Other payables H A FE < 5K I8 304 258

* As at 31 March 2018, the Group had a provision of
HK$12,976,000 (2017: Nil) for litigation and claims. The provision
is included in accrued charges. Details of these litigation and

claims are set out in Note 42.

* R=ZF—NF=ZA=1+—8  ~&EEH
;ﬁ"\&,«?\auﬂmﬁ%mgmooo%x

—E—F )

WET AIERT B

R o BZERARREZFBRRH

u£42 °©
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

29. BORROWINGS 29. (& &

2018 2017
—E-N\E —E—+F
HK$’000 HK$’000
FHET FATL
Bank loans, secured and guaranteed BRTEF(BEREER) 215,327 190,263
Bank loans, secured RITER (HEM) 137,416 51,506
Bank loans, guaranteed RITEFR(BER) 9,565 3,798
Other loans, secured and guaranteed HEMER (BIEMRER) 205,344 150,810
567,652 396,377

Effective interest rates per annum ERFEFNERNTF .

in the range of:

- fixed rate borrowings - EBEE 1% to 8.50% 4.35% to 7.50%
— variable rate borrowings —HEEE 2.16% to 5.22% 2.27% 10 2.32%

At the end of the reporting period, all the borrowings were
repayable on demand or scheduled to repay within one year.

As at 31 March 2018 and 2017, certain inventories (Note 21)
and bank deposits (Note 25) were pledged to secure the loan
facilities granted to the Group.

The borrowings were also subject to corporate guarantees
executed by the Company and certain subsidiaries during the
years ended 31 March 2018 and 2017.

SPARKLE ROLL GROUP LIMITED 12 & B A R A A
ANNUAL REPORT 2018 “F

RMEER - IERBEHARERES
HIBFTR—FREE -

(g

%*”*Ai&:;*tizﬂz+*

ATFE(ME21) RRTER(HIEE
25)5%??‘13 ERAEEER CERRE
AR o
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=t—BLEFEE BETAARFARE
THBRRRIL 2 EREREEM
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

29. BORROWINGS (Continued)

The carrying amounts of the borrowings are denominated in

the following currencies:

29. B8 (&)

EEZEESB A TIIEHE

2018 2017

—E-N\F e

HK$°000 HK$’000

FET T

RMB AR 566,148 391,519
HKS$ BT 1,504 4,858
567,652 396,377

30. DEFERRED TAX

Deferred taxation is calculated in full on temporary differences
under the liability method at rates of taxation applicable when

30. ELEHIH

the temporary differences are expected to reverse. HEHE o

The movement on the deferred tax liabilities during the year is

as follows:

EEBRABERFRZ

EEBE D RES % - ERERRE
SRR 2 EABE RS

T

2018 2017

—E-N\F —E—+F

HK$’000 HK$’000

FHET T

At beginning of the year F1) 830 1,036
Deferred tax credited to profit HABEER ZIELERIE

or loss (Note 11) (PfsE11) (152) (206)

At end of the year FR 678 830

SPARKLE ROLL GROUP LIMITED #2# &£ @ A R A 7
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BE_T—

30. DEFERRED TAX (Continued)

The movement in deferred tax liabilities recognised in the
consolidated statement of financial position during the year is
as follows:

NE=A=+—HILFE For the year ended 31 March 2018

Accelerated

EERIE (2)

FREREE P BRI RRFER
HEREZSHMT

Temporary
tax difference on

depreciation inventories Total
FEZ

IR BIE B =R &5t

HK$’000 HK$’'000 HK$’000

T T T

At 1 April 2016 RZZ—RFMA—H 206 830 1,036

Credited to profit or loss SFAERR (206) - (206)
At 31 March 2017 and R=Z—+tF

1 April 2017 =A=+—-HK

—Z—tFWA—H - 830 830

Credited to profit or loss STABER - (152) (152)
At 31 March 2018 R=Z—N\F

=A=t+—8H - 678 678

As at 31 March 2018, the Group has deductible temporary
differences of HK$19,770,000 (2017: HK$22,097,000) mainly
arising from impairment losses recognised in respect of
property, plant and equipment and inventories. No deferred
tax asset has been recognised in relation to such deductible
temporary difference as it is unpredictable whether taxable
profit will be available against which the deductible temporary
differences can be utilised.

In accordance with the accounting policy set out in Note 4.19,
the Group has not recognised deferred tax assets in respect of
cumulative tax losses of approximately HK$87,963,000 (2017:
HK$70,018,000) as it is not probable that future taxable profits
against which the losses can be utilised will be available in
the relevant tax jurisdiction and entity. The tax losses arising
in Mainland China of approximately HK$4,998,000 (2017:
HK$7,510,000) will be expired if they are not utilized to set off
against the taxable profits within five years from the year in
which they arose under the current tax legislation in Mainland
China. The tax losses arising in Hong Kong do not expire under
current tax legislation.

SPARKLE ROLL GROUP LIMITED 12 & B A R A A
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RZZE—N\F=ZA=+—H8' ' ~A&£BZ
AN E B = 219,770,000 T (==
—-t4F : 22,097,000 70) EZRE Y
¥ BEENZEAREFE VERIEN
B EREATEN SR A ERT &M
AZERENE R EZZ T AEE - B
EEWERL TR E = ERRELER
HEEE °

REM T4 19MBEARR A5 E
WA R RABERERELERAE

EE #987,963,00078 (= F — + F :
70,018,00087L) + ABRHIE AL E &
[ 2 F BE K A] B 22 A5 R 2R FE wR i s A
A SE R B A 2 B BB 1R - i B A i
B4 2 BiIAE 1B #)4,998,000/8 7T (=&
—+t4F : 7,510,000 7C) REEFE L
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Notes to the Financial Statements (Continued)

BE_T—

NE=A=+—HILHFE For the year ended 31 March 2018

30. DEFERRED TAX (Continued) ERIE ()
Deferred tax liabilities have not been established for the ENARAESE THERAR ZKRE
withholding tax that would be payable on the unremitted BE MEREZE SRR R
earnings of certain subsidiaries because the Company controls REEE - IR E B A R R BRR

31.

the dividend policy of these subsidiaries and it is not probable
that the temporary differences will reverse in the foreseeable
future. Such unremitted earnings associated with investments
in subsidiaries totalled approximately HK$1,055,234,000

(2017: HK$924,316,000) as at 31 March 2018.

R=2—NE=A=+—8

924,316,000 7T ) °

B EN ZEMHRERETIBEAE -
B 52 25 Bf

BAAIKREEACRARABNEG XL
#1,055,234,000%8 (= & — + F:

SHARE CAPITAL 31. B
Number of
ordinary shares Amount
EEREE Y&
HK$’'000
T
Authorised: EERAE
Ordinary shares of HK$0.002 each FREE0.002/8 T2 E@
At 1 April 2016, 31 March 2017, RZE—R"EMA—H -
1 April 2017 and 31 March 2018 —E—+&#=fF=1+—H -
—tFMHA-—BR
—N\F=ZA=1+—8H
250,000,000,000 500,000
2018 2017
“E-N\% “Et%
No. of shares $'000 No. of shares $000
RAHE I i 7
Ordinary shares, issued and fully paid: BROTRERLAR :
At 1 April REA—H 4,141,237,447 8,282 2,979,828,850 5,959
Placing of shares (Note ) RERLR (MizE) 800,000,000 1,600
Issue of consideration shares upon R - RBE A RBE
acquisition of an associate (Note ii) RERD (MEN) - - 1,098,101,108 2,196
Issue of consideration shares upon R RRER R
acquisition of non-controling interest (Note i)~ {X{ERR( (Fizki) - - 63,307,494 127
At 31 March R=ZA=1+—-H 4,941,237,447 9,882 4,141,237 447 8,282

SPARKLE ROLL GROUP LIMITED #2452 @ 5[ A 7
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Notes to the Financial Statements (Continued)

HE-_Z—N\F=ZA=1+—HILEFE Forthe year ended 31 March 2018

31. SHARE CAPITAL (Continued)

Notes:

(i)

In October 2017, the Company entered into a placing agreement
with a placing agent to place 800,000,000 new ordinary shares
at the placing price of HK$0.5681 under general mandate.
The placing of new shares was completed in November 2017.
The issued share capital of the Company was increased to
4,941,237,447. The closing price of the Company’s shares
as at the issue date was HK$0.69 per share. The proceeds
of HK$440,845,000 were used for repayment of borrowings,
expansion of the audio business of the Group and providing
general working capital of the Group.

All new shares issued during the year rank pari passu in all
respects with the existing shares.

On 16 December 2016, the Company issued an aggregate of
1,161,408,597 ordinary shares to SRHL, a company controlled by
Mr. Qi, for acquisitions of approximately 15.09% shareholding in
B&O from SRHL and the remaining 49% equity interest in & /&
2 (kR) B SEEAER A A from Beijing Sparkle Roll Investment
Limited, a company controlled by Mr. Qi. The fair value of the
consideration shares is determined based on the closing share
price of HK$0.59 per share as at 16 December 2016. Details of
the transactions, which also constitute connected transactions
as defined in Chapter 14A of the Listing Rules, are disclosed in
the announcements of the Company dated 20 October 2016 and
16 December 2016 and the circular of the Company dated 25
November 2016.

32. RESERVES

Share premium

Share premium represents premium arising from the issue of

shares at a price in excess of their par value per share. The

application of the share premium account is governed by

Section 40 of the Bermuda Companies Act 1981.

SPARKLE ROLL GROUP LIMITED 12 & B A R A A
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fic & {8 0.5681 7% 7T A £ 800,000,000
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F+—ATK - ARAIEHBEITR
AN H Z4,941,237,447 ° R A B A %
THEZKME RS KRB T -
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SEHEH-—REEES -

REAA B BT A 77 H 2
REBRMNF A RSHER o
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

32. RESERVES (Continued) 32. RfE#)

Capital reserve

Capital reserve arose from waiver of interest on convertible
notes by a shareholder of the Company during the year ended
31 March 2010.

Special reserve

The special reserve of the Group represents the difference
between the nominal amount of the shares of the subsidiaries
at the date on which they were acquired by the Company and
the nominal amount of the shares issued for the acquisition
under a group reorganisation in 1997.

Contributed surplus

The contributed surplus of the Group consists of:

(i) Pursuant to a special resolution passed at the annual
general meeting of the Company on 10 August 2004, the
Company reduced its share premium by an amount of
approximately HK$286,300,000 in accordance with the
provisions of Section 46 of the Bermuda Companies Act
1981 and transferred the same amount to the contributed
surplus account of the Company. On the same date,
the Company applied an amount of approximately
HK$236,906,000 from the contributed surplus account
against the accumulated losses;

(i)  Pursuant to a special resolution passed at the annual
general meeting of the Company on 31 July 2009, the
Company reduced its share premium by an amount of
approximately HK$260,000,000 and transferred the
same amount to the contributed surplus account of the
Company. On the same date, the Company applied an
amount of approximately HK$206,327,000 from the
contributed surplus account against the accumulated
losses;

(i)  Dividends paid out of contributed surplus in prior years
for a total of approximately HK$76,999,000;

SPARKLE ROLL GROUP LIMITED #2# &£ @ A R A 7

e

HE-T—TH=A=f—HIFE -
EARBIEART - ZBRERLA R
B2 FSEL -

Rl

AEBZHRNFERHEEARTDLENEB
AAEMERZERO ZEERER
—ANEFETEBRBEAR BB
TZROEEREZZ5

BABRER
REBZHNBHBIRE

() RWEAXAFNR-_ZZMENAT
HRETZBRRBAFAE LBBZ
BFRARER  ARARBEBERE
—NN\—FRENEF 46152 3 EH
H I 17 75 12 Bl £ 286,300,000 78
TC - W R BEBERRR 2
ABHRIEAR - A B » XABRBA
2 # R R B) F 49 236,906,000 78 7T
LA SH 2518518

iy WEBERXARARZ=ZZEZNLFLH
=+—HBOZRRBEFAE LB
B EFRIRER - AR REERM
i 18 Bl 49 260,000,000 % 7T+ 7
S22 RBEBEERN G 2 HARR
BRI e RH @ AARRBARRE
R &) i 49206,327,000 7 7T LA E 8
ZEEE

iy B|EFERBARBRERSZBRES
H##4976,999,000/5 T
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Notes to the Financial Statements (Continued)

HE-_Z—N\F=ZA=1+—HILEFE Forthe year ended 31 March 2018

32. RESERVES (Continued)

Contributed surplus (Continued)

(iv) Transfers of approximately HK$1,467,000 and
HK$1,309,000 from share option reserve due to
forfeiture/lapse of share options during the years ended
31 March 2014 and 2015 respectively; and

(v) Pursuant to a special resolution passed at the annual
general meeting of the Company on 6 September 2017,
the Company reduced its share premium by an amount
of HK$500,000,000 and transferred the same amount
to the contributed surplus account of the Company.
On the same date, the Company applied an amount
of approximately HK$88,818,000 from the contributed
surplus account against its accumulated losses.

Exchange reserve

The exchange reserve comprises all foreign exchange
difference arising from the translation of the financial
statements of foreign operations, The reserve is dealt with in
accordance with the accounting policies set out in Note 4.4.

Other reserve
Other reserve mainly represents:

(i)  the differences between the considerations and (a) the
carrying amount of the partial interests in subsidiaries
disposed of; and (b) the carrying amount of the non-
controlling interests acquired; and

(i)  share of other comprehensive income and other reserve
of an associate.

Statutory reserve

The Group’s statutory reserve represents appropriations
of profits retained by the Company’s PRC subsidiaries. In
accordance with the respective articles of association of the
Company’s PRC subsidiaries, they are required to appropriate
amount not less than 10% of their profits after income tax to
statutory reserve each year, until the reserve balance reaches
50% of its registered capital. Such a reserve may be used to
reduce any losses incurred or for capitalisation as paid-up
capital.

SPARKLE ROLL GROUP LIMITED 12 & B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

33. SHARE-BASED EMPLOYEE 33. LR RER 2 EEME

COMPENSATION

The Company’s share option scheme (the “Scheme”) was
adopted pursuant to an ordinary resolution passed at a special
general meeting of the Company held on 7 October 2002 for the
primary purpose of providing incentives to directors and eligible
employees. The Scheme was expired on 6 October 2012.

Pursuant to an ordinary resolution passed at an annual
general meeting of the Company held on 20 August 2012, the
Company’s new share option scheme (the “New Scheme”)
was adopted and the Scheme was terminated.

Under the New Scheme, the board of directors of the
Company may, at its discretion, grant options to eligible
employees, including executive directors, suppliers,
customers, advisers or consultants and joint venture partners
or business alliances of the Company or any of its subsidiaries
to subscribe for shares in the Company.

The total number of shares in respect of which options may
be granted under the Scheme is not permitted to exceed 10%
of the shares of the Company in issue at any point in time,
without prior approval from the Company’s shareholders. The
number of shares in respect of which options may be granted
to any individual in any one year is not permitted to exceed
1% of the shares of the Company in issue at any point in time,
without prior approval from the Company’s shareholders.
Options granted to substantial shareholder or independent
non-executive directors in excess of 0.1% of the Company’s
share capital or with a value in excess of HK$5,000,000 must
be approved in advance by the Company’s shareholders.

SPARKLE ROLL GROUP LIMITED 2 ¥ &£ E A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

33.

34.

SHARE-BASED EMPLOYEE
COMPENSATION (Continued)

Options granted must be taken up within 21 days of the date
of grant, upon payment of HK$1 per each grant of options.
Options may be exercised from the date of grant of the share
option to the tenth anniversary of the date of grant. The
exercise price is determined by the directors of the Company
and will not be less than the highest of the closing price of
the shares on the Stock Exchange on the date of grant, the
average closing prices of the shares on the Stock Exchange on
the five trading days immediately preceding the date of grant
of the options or the nominal value of the shares.

The New Scheme shall remain valid and effective for a period
of ten years commencing from 20 August 2012, being the date
on which the scheme was deemed to take effect in accordance
with the terms.

All share-based employee compensation will be settled in
equity. The Group has no legal or constructive obligation to
repurchase or settle the options other than by issuing the
Company’s ordinary shares.

There was no share option outstanding under the New Scheme
as at 31 March 2018 and 2017.

OPERATING LEASE COMMITMENTS
(@) Group as lessor
At the end of the reporting period, the total future

minimum lease receivable under non-cancellable
operating lease is as follows:

SPARKLE ROLL GROUP LIMITED 12 & B A R A A
ANNUAL REPORT 2018 “F
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34.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

34. OPERATING LEASE COMMITMENTS 34. REHERE &)
(Continued)
(a) Group as lessor (Continued) (@) EREBEEALEBAGE)
2018 2017
—E-N\F —T—tF
HK$’000 HK$’000
FET T T
Within one year —FR 20 32
In the second to fifth years inclusive % _—F&F A4
(BIEEEME) - 20
20 52
(b) Group as lessee (b) AEBERABEA
At the end of the reporting period, the total future RS EAR - ANEE R E 0] B
minimum lease payments payable by the Group under LERERN 2 KRR FEHEFKIE
non-cancellable operating leases, including operating 48%8 (8 FE T 5E 36(b) FT iR 22 ) RE Bt
lease commitment to related parties as disclosed in Note FER 7 REHREARE) T ¢

36(b), are as follows:

2018 2017

—E-)N\F —E—tF

HK$’000 HK$’000

T T

Within one year —FR 85,343 78,718

In the second to fifth years inclusive 2 _F&F A F

(BHEEEMT) 218,607 216,538

After five years FFLAE 23,713 18,607

327,663 313,863

The Group leases a number of office premises, bonded AEBREBELLHEHAZEHAE -

warehouse, showrooms and staff quarters under REMRE EBENBEIRES HEWYY

operating leases. The leases run for an initial period of R—Z2+—F( Z—+tF: —ZE+

one to eleven years (2017: one to ten years). The actual F) o  HETREME 2 ERNRIZ LXK

payments in respect of certain operating leases are Fral S (K AE RIREAE S S /EHERE

calculated at the higher of the minimum commitments ZENLHEEZB(UAREE /L)
as noted in the table above and the amounts determined g

based on a percentage of the sales of the related retail
shops.

SPARKLE ROLL GROUP LIMITED #2452 @ 5[ A 7 a
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

2017
—ZE—+F
HK$’000
FHIT

35. CAPITAL COMMITMENTS 35. EAXREE
2018
—ZE-N\F
HK$’000
F& T
Contracted but not provided for in BET4B R B
respect of
— Acquisition of a property holding — g B — R R A A
company (see Note 44) (RHsE44) 669,136
- Puchase of property, plant —BBEYE  HWENKRE
and equipment 400
669,536
36. RELATED PARTY DISCLOSURES 36. BB A INE

During the year, except as disclosed elsewhere in these

financial statements, the Group also had the following BEIN - RER IR

significant transactions with related parties:

(a) Related party transactions

EARD

(@) BBLTzXS

FA - BRUSHBHRREME D AHK
AR 5 #ETT N5

2018 2017
—E-N\F —E—+F
HK$’000 HK$’000
FET FE T
Rental expense to Mr. Qi* XN TREECHEREZ " 63,814 66,131
Consultancy fee paid to Mr. Qi* YN FELEZERE - 120
Management fees income KE—FBEEXAZ
from a related company* EEBIWA 1,135 1,160
Administrative fees income KE—E@EEARZ
from a related company* THREWA S 613 357
Purchases of goods from m—HEEEARRESER”
a related company”* 121 181
Purchases of goods from M —fEEE AR REE R
an associate 99,906 43,189
* These related party transactions constitute connected * ZEMB TR S EXEER HIFER
transactions or continuing connected transactions as ERG(EER EMRAE14AE) o

defined in Chapter 14A of the Listing Rules.

ANNUAL REPORT 2018 “F
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Notes to the Financial Statements (Continued)

—N\NF=ZA=F+—HLFE Forthe year ended 31 March 2018

BE_Z

36. RELATED PARTY DISCLOSURES (Continued)

(a)

(b)

Related party transactions (Continued)

The above related party transactions are conducted in
the ordinary course of business with reference to the
terms mutually agreed between the parties.

The Group defines directors of the Company as key
management personnel and their remunerations are set
out in Note 12.

Operating lease commitment to related parties
At the end of the reporting period, the total future

minimum lease payments payable by the Group to Mr. Qi
under non-cancellable operating leases were as follows:

36.

R AIEE®)

(a)

(b)

BBL 25 (&)

FIRBIE 2 R 55 A BB
TR RET KOS AR E T 2 163
17 o

REERERARAREEATEEE
AB - BEZEHMENMFE12

[ BA s  E 2 e E AR

RBEHR - AERERIE TR HEH
REHERNERE 2 KRR REM
EFRBBERHIINT

2018 2017

—E2-N\F —LtF

HK$’000 HK$’000

FET TAT

Within one year —F R 66,370 60,404
In the second to fifth years inclusive 5 —fF &5 [

(BIEEEME) 188,593 198,337

After five years AEMUE - 18,607

254,963 277,348

SPARKLE ROLL GROUP LIMITED 2B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

37. PARTICULARS OF PRINCIPAL

SUBSIDIARIES

37. TEMBLAFHE

Particulars of the Company’s principal subsidiaries as at 31

ARARZE-—NF=A=T—Hzx

March 2018 are as follows: EMB AR ZFBMT ¢
Percentage of
Place/country of effective
incorporation/ interest
establishment and Class of Issued/paid-up held by the Principal activities and
Name of subsidiary kind of legal entity capital held capital Company place of operations
ARH
AT/ R/ BRARE/ Gigsd e £
WEARER BFRiEERER FrsRARA gk BAlt TEERREEHY
Carnaby Group Limited British Virgin Islands Ordinary share  United States Dollar 100%"  Investment holding, BVI
(“BVI"), limited liability (‘US$") 1
company
iBRAES BRAA Lk %7 100%° REZR ZERZES
Sparkle Roll (Denmark] Limited Hong Kong, limited Ordinary share HK$10,000 100%"  Investment holding, Hong Kong
liability company
B (AR)BRAT &% ARAA Eam 10,000 A7 100%° ®ERK - B
Sparkle Roll (France) Limited BVI, limited liability company ~ Ordinary share US$1 100%  Investment holding, BVI
B (2R AR AR ABRUES  BRAA EER 157 100% REZK ZRRAHE
Sparkle Roll Fine Wine Limited BVI, limited liability company  Ordinary share US$1 100% Trading of fine wines, Hong Kong
BAEREZERAT RBRUES ARAW EER 1%7 100% %EE5 &k
Sparkle Roll Motors Limited BVI, limited liability company  Ordinary share USS1 100%  Investment holding, BV
BRAERRAA XBRAEE BRAA Bk 157 100% RERR  EBRXEHS
Sparkle Roll (Hong Kong) Limited Hong Kong, limited liability Ordinary share HK$1 100% Trading of branded jewelleries and
company provision of management service,
Hong Kong
BR(E8)BRAT B ARAT ey il 18T 100% AEKEZHURREEERE B
Sparkle Roll Aerial Advertising Hong Kong, limited liability Ordinary share HK$1 100% Publications of magazines and
Multi-Media Limited company provision of advertising services,
Hong Kong
RREPREERARAT &% ARAT EEk 1A 100% HiRESRREEERE - B

SPARKLE ROLL GROUP LIMITED 12 &£ B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

37. PARTICULARS OF PRINCIPAL

SUBSIDIARIES (Continued)

37. FEMBLARFE &)

Percentage of
Place/country of effective
incorporation/ interest
establishment and Class of Issued/paid-up held by the Principal activities and
Name of subsidiary kind of legal entity capital held capital Company place of operations
]
AT/ AL/ BRIRE/ e aREL
il PR BXREERREN FrRAEA LU BAl TEEBREEHY
Sparkle Roll Global Motors Hong Kong, limited liability Ordinary share HK$151,050,000 100% Investment holding, Hong Kong
Holding Limited company
BRRKEERERAT BE BRAA ERR 151,050,000 T 100% REBK &R
Sparkle Roll Cigars Holding Limited Hong Kong, limited liability Ordinary share US$3,000,000 50.1% Trading of cigars and smoker's
company accessories, Hong Kong
RREHERARAA &% BRAA EER 3,000,000£7 50.1% EHREERNES FE
Sparkle Roll International Hong Kong, limited liability Ordinary share HK$100 100% Trading of branded watches
Distributions Limited company and audio equipment, Hong Kong
BRARREARAA EE BRAR BER 10077 100% LHFEREEER BA
Sparkle Roll Watch & Jewelry Limited Hong Kong, limited liability Ordinary share HK$1 100% Trading of branded watches and
company branded jewelleries, Hong Kong
BRESHREARAT BE BRAT R 1T 100% LEFERARKERS B
Sparkle Roll Brands Market Malaysia, limited liability Ordinary share US$100 100%  Investment holding, Malaysia
Management Limited company
BRmETAEEEERRAT BRRE BRAT LRk 100X 100% REZK SRESD
Sparkle Roll Retail Net Development Malaysia, limited liability Ordinary share US$1 100% Trading of merchandised goods,
Limited company Malaysia
RREERBERARAT SREE BRAA EER 137 100% BmE%  SREZ
Balanorm Beo (Beijing) Trading Mainland China, limited Paid-up capital Renminbi (‘RMB’) 100% Sales and distribution of audio and
Development Limited (“Balanorm liability company 50,000,000 visual consumer electronics
Beo’)' (Note (a)) products, Mainland China
EEER (IR BHERARLA hERS BREERA ElER AR® 100% HERREZEEEETER
([EHER]) (W) 50,000,000 PRI

SPARKLE ROLL GROUP LIMITED #2%k £ @ 4[5 2 &)
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37. PARTICULARS OF PRINCIPAL

SUBSIDIARIES (Continued)

37. XEMBELATFB#E)

Percentage of
Place/country of effective
incorporation/ interest
establishment and Class of Issued/paid-up held by the Principal activities and
Name of subsidiary kind of legal entity capital held capital Company place of operations
]
AT/ AL/ BRARE/ fiERRER
il PR BXREERREN FrsRAEA ghEx BAl TEERREEHY
Beijing De Te Motors Trading Limited” ~ Mainland China, limited Paid-up capital RMB101,400,000 100% Trading of automobiles and related

IRERRERAERAR

Beijing Han He Ding Sheng Ji Dian
Limited"
IRENSEBEERAT

Beijing Mei He Zhen Yong Motors
Trading Limited"

REARAEEAERAT

Beijing Rui Ying Chuang Vi Trading
Development Limited (‘Rui Ying
Chuang Yi)"*

IrhBAEARERERAA
([FBEE])

Beiing Sparkle Roll Aerial Advertising

Multi-media Limited"
IRBR R EEEEERAA

Beijling Sparkle Roll Fu Sheng

Trading Company Limited (‘Fu Sheng’)!

RERREEAERLT ([RE])

liability company

hERY - ARERRE ElER N 100%
101,400,00070
Mainland China, limited liability  Paid-up capital RMB 49,900,000 100%
company
hERY - EREFAT EYER ARE 100%
49,900,0007¢
Mainland China, limited Paid-up capital RMB194,800,000 100%
liability company
hERY - EREFAT EYER ARE 100%
194,800,0007¢
Mainland China, limited liability ~ Paid-up capital RMB 44,900,000 100%
company
hERY - BREFAT BYER ARE 100%
44,900,0007¢
Mainland China, limited Paid-up capital RMB49,500,000 100%
liability company
hER BREFAA BER ARE 100%
49,500,0007¢
Mainland China, limited Paid-up capital RMBS5,000,000 51%
liability company
hERY BREEAR EWER ARE 51%
5,000,0007

SPARKLE ROLL GROUP LIMITED 12 & B A R A A
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parts and accessories and provision
of after-sales services, Mainland China

MERRBETAREAESIRER
SRR mERM

Sales of merchandised goods,
Mainland China
HERm - REN

Trading of automobiles and related
parts and accessories and provision
of after-sales services, Mainland China

AERABEHREHE FURRR
SR hERYM

Sales of merchandised goods,
Mainland China

HEMm PEAL

Provision of marketing and advertising
services, Mainland China
REHERESRE - vEAL

Sales and distribution of apparel and
accessories, Mainland China

BERREAKRES - PEAY



By A5 R AR My EE ()

Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

37. PARTICULARS OF PRINCIPAL 37. TEMNBLARFE @)
SUBSIDIARIES (Continued)
Percentage of
Place/country of effective
incorporation/ interest
establishment and Class of Issued/paid-up held by the Principal activities and
Name of subsidiary kind of legal entity capital held capital Company place of operations
AR
T/ AL/ BRARA/ fiEERER
WEARER BFREiEREES FsRAE EHExR Al TEXBREELY
Beijing Sparkle Roll Goldence Mainland China, limited Paid-up capital RMB64,600,000 100% Provision of consultancy services,
Saga International Exhibition Limited liability company Mainland China
TrdRatEAEneRARAA hERS BREERA ElEx AEE 100% GREHEARE - PERH
64,600,000
Sparkle Roll Honor Remit (Beijing) Mainland China, limited Paid-up capital RMB17,600,000 100% Provision of exhibition and advertising
Business Club Limited liability company services, Mainland China
BRERE (L) BREMERAT hEN - BRARLA ElER ARH 100% REERERESRE  REbH
17,600,000
Beijing Sparkle Roll Men Dao Men Mainland China, limited liability ~ Paid-up capital RMB 10,000,000 70% Sales and distribution of airline,
Airine Agency Limited" (formerly company Mainland China
known as Beijing Mu Tai Air
Ticketing Agent Company Limited)
FRERFAFMESBREARAR  REME FREELA EWER ARE 0% MERRHERE PERM
10,000,0007C
Beijing Sparkle Roll Motors Insurance ~ Mainland China, limited Paid-up capital RMB10,000,000 100% Provision of insurance agency services,
Agency Limited! liability company Mainland China
TrRkRERBREERAR hER - BRARLA BER ARH 100% REFRRERRSE  REND
10,000,007
Beiling Sparkle Roll Xin Gai Nian Mainland China, limited Paid-up capital RMB49,950,000 100% Provision of corporate management
Business Management Limited liability company and consultancy services,
Mainland China
TR B R ERARAA hEAS AREERA ElER ARH 100% RfEAFERRZARE  RERH
49,950,000
Beijing Sparkle Roll Xin Jing Jie Mainland China, limited Paid-up capital RMB49,700,000 100% Provision of public relation and
Public Relation Planning Limited liability company marketing services, Mainland China
PR RANERARRAA hEIRS BREELA ElER ARE 100% REABRERTZRE - PERH
49,700,000

SPARKLE ROLL GROUP LIMITED 2%k £ @ 4[5 A &)
ANNUAL REPORT 2018 4
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

37. PARTICULARS OF PRINCIPAL

SUBSIDIARIES (Continued)

37. XEMBLARFE &)

Percentage of
Place/country of effective
incorporation/ interest
establishment and Class of Issued/paid-up held by the Principal activities and
Name of subsidiary kind of legal entity capital held capital Company place of operations
AR
HfEL/ RIeE/ BRARA/ fiEERER
WEARER BFREiRRRES FsRAE BEx Al TEXBREELY
Richmile (Shanghai) Commerce & Mainland China, limited Paid-up capital RMB10,000,000 100% Trading of branded watches and
Trading Limited liability company branded jewelleries and provision
of consultancy services,
Mainland China
WE (L) BERRAR hEAS AREERA BHER ARE 100% AMFERAMAKEEHURRMHE
10,000,0007¢ A - RERD
Sparkle Roll Bo Ce Trading Mainland China, limited Paid-up capital RMB51,900,000 100% Provision of corporate management
Development Limited liability company and consultancy services,
Mainland China
BRERESERERAA hERY - BRAAA BER ARH 100% ffAFERREARE  RERH
51,900,000
Sparkle Roll Ding Sheng (Beijing) Mainland China, limited Paid-up capital RMB10,000,000 100% Sales and distribution of merchandised
Trading Development Limited liability company goods, Mainland China
BRaE(tR) EHERERAR hEAL BREERA ElEx ARE 100% HERREHD - PEMY
10,000,000
Sparkle Roll Online (Beijing) Mainland China, limited Paid-up capital RMB49,900,000 100%  Provision of e-commerce platform
Business Service Limited" liability company operation, Mainland China
BREG (LR BERBARAT  tENM BREFAT  ENEA AR 100% BHEETALE PEAN
49,900,000 ¢
Sparkle Roll Oriental (Befing) Mainland China, limited Paid-up capital HK$40,000,000 100% Trading of branded watches, branded
Trading Development Limited liability company (wholly jewelleries and fing wines and
foreign-owned enterprise) provision of consultancy services,
Mainland China
BERA (hR) EHERERAA hEIA BRERARA ElER 40,000,000/ 7 100% £EFE  AEREREEESUR

(ImBELR)

SPARKLE ROLL GROUP LIMITED 12 &£ B A R A A
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

37. PARTICULARS OF PRINCIPAL

SUBSIDIARIES (Continued)

37. XEMBLARFE &)

Percentage of
Place/country of effective
incorporation/ interest
establishment and Class of Issued/paid-up held by the Principal activities and
Name of subsidiary kind of legal entity capital held capital Company place of operations
AR
AL/ ReE/ BRARA/ fiEERER
WEAREH BFREiRREES FsRAEN BYEx Al TEXBREELY
Beijing Xiang Fang Business Mainland China, limited Paid-up capital RMB49,300,000 100% Trading of artwork and provision of
Management Limited liability company culture and art exchange activities
services, Mainland China
IRELBRERARAT hEAL BREAERA EWER AEE 100% EfaE5NRERTETRED
49,300,000 ¢ Bk mERH
Beijing Sparkle Roll Xin Tian Di Mainland China, limited Paid-up capital RMB49,000,000 100% Provision of consultancy service,
Commerce Development Limited liability company Mainland China
IR AR FERERAT hEIAS BREFAA ElER ARE 100% ReEEARE - RERM
49,000,000
Tianjin Heng Ying Tai Fu Mainland China, limited Paid-up capital RMB38,700,000 100% Trading of automobiles and related
Trading Development Limited" liability company parts and accessories and provision
of after-sales services, Mainland China
RRERFERFERERAT hEAS BREERA BER ARE 100% AEREETHREAE S0 REE
38,700,000 ¢ Bk - RERY
Tianjin Xin Chang Tai Fu Trading Mainland China, limited Paid-up capital RMB45,000,000 100% Trading of automobiles and related
Development Limited" liability company parts and accessories and provision
of after-sales services, Mainland China
REEERERFERERAA hEAS BREERA ElER ARE 100% RERBETHRENE AN REH
45,000,000 ¢ ERRH  pERY
Boao Economic and Trade Mainland China, limited Paid-up capital RMB50,000,000 100% Provision of exhibition and consultancy
Development Limited" liability company services, Mainland China
ANAEERERAT hEIA BREELA BHER ARH 100% RERERFARE  RERH
50,000,000 7C

SPARKLE ROLL GROUP LIMITED #2%k £ @ 4[5 2 &)
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

37. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (Continued)

+

The English names of these subsidiaries established in Mainland
China represent management’s best effort at translating the
Chinese names of these subsidiaries as no official English names
have been registered.

Directly held by the Company

On 31 May 2018, Rui Ying Chuang Yi has changed its name to Lu
Yi Ya Shi (Beijing) Trading Development Limited.

The above table lists the subsidiaries of the Company which,
in the opinion of the directors of the Company, 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 of the

Company, result in particulars of excessive length.

None of the subsidiaries had issued any debt securities at the

end of the year.

Note:

(@)

SPARKLE ROLL GROUP LIMITED 2% & B 5 [R 7

On 16 December 2016, the Group acquired an additional 49%
equity interest in Balanorm Beo and settled by way of the
Company issuing 63,307,494 shares to SRHL. The fair value of
such consideration shares is HK$37,352,000, which is determined
based on the closing share price of HK$0.59 per share as at
16 December 2016. Thereafter, the Group’s equity interest in
Balanorm Beo increased from 51% to 100%. The acquisition
of the additional interest did not result in change of control of
Balanorm Beo. The carrying amount of the non-controlling interest
in Balanorm Beo on the date of acquisition was HK$14,060,000.
The Group recognised a decrease in non-controlling interest of
HK$14,060,000 and decrease in equity attributable to owners of
the Company of HK$23,292,000. Profit and total comprehensive
income allocated to non-controlling interest of Balanorm Beo
for the period from 1 April 2016 to 16 December 2016 were
HK$402,000 and HK$(1,042,000), respectively.

]
|
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37. XEMBELATFB#E)

+

R Z SR BN 2 B R E
EEMERE B - Bl ZFEX
FZREAEEERRAB N UZEWE
REZHXEREEE -

HARREERA
RZZBE-N\FRAA=+—H  RALE

EREBHBRBERS (LR REH
RARRAT -

FEBIIAATEERATEYE
ERELBRAEEEEFEEEHND
PARTMBAR - AANEERA
ERUHMEAR 2 BLEN
BPILEK o

BUEMTB A RN FRBEITEMERES

it

RZZ—RFE+-A+TRE  AEER
BEEBE BRI 0% R AEE - BBA
N ) [7) 8 2 45 i 3% 17 63,307,494 B A
M2 AAEE - ZERERODZAR
#337,352,000/87T * JOiRIE —F—RF
T ATRAZWTESR0.59ETE
TE o Z1& 0 AEERNEEER 2 R
A 51%HEE100% © WIERIMEZR I
EEYE AT REEE LR - fBE
BERNUEE R B2 RS 2 fRE (B
7%14,060,0008 7T ° AN BIHERIEIEAR
M 14,060,000 TT XA A R A
AEIG#E R4 23,292,000/87T - BE=
T RFHA-BBRE-ZT—RF+ =
ATNBHIRE - GEEE 2 R R
DB 25N k2B ABRED B A
402,000,787t & (1,042,000) T °
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

38. SUBSIDIARIES WITH MATERIAL NON- 38. BEERFEREZZHEBE L
CONTROLLING INTERESTS al
Details of the Group’s subsidiaries that have material TXHEHIAEEBR=_ZTE—N\NFE=A
non-controlling interests as at 31 March 2018 and their ST —BHBEREERER B R
summarised financial information are set out below. The AlFBUNREMBERSE - FTiREZ
amounts disclosed are before any inter-company eliminations. SRR EITE A Al EMEEAT < £ 58 o
Fu Sheng Sparkle Roll Cigars MDM
PR ERER pEls
2018 2017 2018 2017 2018 2017
ZE-N\§ ZE—+t§ ZE-N\F —T—+t§ ZB-N\F —T—tf
HK$’000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
TR TAT TR AL TR TAL
As at 31 March R=B=1+-H
Percentage of equity interest JEVE AR R P
held by non-controlling interests R E 7 49% 49% 49.9% 49.9% 30% =
Current assets MBEE 40,570 31,084 22,342 22,604 6,642 -
Non-current assets ErBEE 1,870 1,743 - - - -
Current liabilities REEE (30,616) (27,437) (102) (175) (6,182) -
Net assets BEZE 11,824 5,390 22,240 22,429 460 -
Carrying amount of FEREE EESE
non-controlling interests 5,794 2,641 11,098 11,192 138 -
For the year ended 31 March HZ=A=+-HLEFE
Revenue g 45,850 23,544 2,117 1,627 - -
Profit/(loss) for the year REERT/(BR) 5,624 2,333 (190) 724 (1,376) -
Total comprehensive 2EHWA/(BB) 88
income/(loss) 6,434 2,095 (190) 724 (1,307) -
Profit/(loss) allocated to PEEIERERZ
non-controlling interests wHl/ (BR) 2,756 1,143 (95) 361 (413) =
Cash flows (used in)/generated KL E#% (FTR),/ e
from operating activities ZBeRE (4,315) 5,908 (155) (862) (5,040) -
Cash flows (used in)/generated  H&EE (FTFE),/F15
from investing activities ZHEERE (958) 5 (551) (19,754) 4,444 -
Cash flows generated from REZBME RERE
financing activities 2,732 345 - 23,250 1,765 -
Net cash (outflows)/inflows B (Rd)/ RAFE (2,541) 6,258 (706) 2,634 1,169 -

SPARKLE ROLL GROUP LIMITED 2% &£ E AR A =
ANNUAL REPORT 2018 4
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

39. FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS

The Group is exposed to financial risks through its use of financial
instruments in its ordinary course of operations. The financial
risks included market risk (including currency risk, interest rate
risk and equity price risk), credit risk and liquidity risk.

Financial risk management is coordinated at the Group’s
headquarters, in close co-operation with the board of
directors. The overall objectives in managing financial risks
focus on securing the Group’s short to medium term cash
flows by minimising its exposure to financial markets.

It is not the Group’s policy to engage in the trading of financial
instruments for speculative purposes.

39.1 Categories of financial instruments

The carrying amounts of each of the categories of

39. TRIEMEERQAAETE

kEERR) - E8

39.1 £@T BEER

ARERBREGRARETERESHMT
B AmAZEBER ZFEER
BREMERER (EREEER - FIXER
R\ o B IR -

REREEMASEAINRE LM
EXeETafr - EESRARZERE
BEREREEEMBRERZERT
BRARETERAZESRE -

REEENEESRMITANFAEEZ
R o

BETRMTARREMRZETS

financial instruments as at the end of the reporting period FAOOR :
are as follows:
2018 2017
—E-N\F —T—tF
HK$’000 HK$’000
FET FPETT
Financial assets SRMEE
Available-for-sale investment AP ERE 1,291,321 -
Investment in debt securities B G 440,000 -
Loans and receivables B & M GRIE
— Deposits paid for acquisition of a  — U f& — R ¥ 2 15 i%
property holding company NEEMZikE 135,802 -
- Rental deposits paid to a related — B —Z @S
party Heke 15,812 15,101
- Trade receivables — I E 55/ IE 5,342 6,654
— Other receivables — H th FE Y FR IR 150,841 94,173
— Amounts due from related parties — f& Y B8k 75 18 1,729 521
- Loan receivables — R E K 127,376 -
- Pledged deposits —BEBER 91,357 72,240
- Restricted bank balance — 2R HIIRIT A B 5,304 6,180
— Cash at banks and in hand —RITRFEIERS 155,650 192,103
2,420,534 386,972

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
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Notes to the Financial Statements (Continued)

BE_T—

39. FINANCIAL RISK MANAGEMENT AND FAIR

NFE=ZA=+—BLFE Forthe year ended 31 March 2018

VALUE MEASUREMENTS (Continued) (&)

39.1 Categories of financial instruments (Continued)

30. cRIEMREER A ARES

39.1 €T EERI (&)

fim

2018 2017
—Z2-N\F = —riE
HK$’000 HK$’000
T T FATT
Financial liabilities cRas
Financial liabilities measured at A SHRCARNAT B 2
amortised cost: TRARE
— Trade payables — BB SR 14,501 19,931
— Accrued charges and other —JEETE A K EAM
payables &t 3RE 93,195 43,079
— Amounts due to non-controlling — FEN SE 1R AR A 2 R E
interests 4,538 1,578
— Amounts due to related parties — FEN B A RIFKIE 2,424 1,085
— Borrowings — e 567,652 396,377
682,310 462,050

39.2 Foreign currency risk

39.2 HhiEsE B

Foreign currency risk refers to the risk that the fair value
or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. The
Group mainly operates in Hong Kong, Mainland China
and Malaysia with most of the transactions denominated
and settled in HK$, DKK, EUR, CHF, RMB and US$. The
Group’s exposure to foreign currency risk primarily arises
from certain financial instruments including available-
for-sale investment, trade and other receivables, rental
deposits paid to a related party, amounts due from
related parties, cash at banks and in hand, trade and
other payables and borrowings which are denominated
in currencies other than the functional currency of the
respective group entities, including DKK, EUR, CHF,
RMB and US$. During both years, the Group did not
have foreign currency hedging policy but management
continuously monitors foreign exchange exposure.

SNERBEERIAEZ AR ERR
KRIR & i & EIMNEE R E B K B
ZER AEBEBEERE TH
AR BRADEE - KBIRS
BT ~ FHERE - BUT - bk
B~ )\E?ﬁ%&%ﬁﬂﬁ&%;@t g Zli
SEZINERREERAINS
ERGEEREUINE %(’E%ﬁ“
"R BUT - AR ARKR
XT)IEZETERTA 81
AHEERE  BUREZRBERE
MR - EN—REH I HE
Be - BRWEEM T F0R - RITRF
BIRE  BNEZRBEREMERN
RAREE - RMEFEAR A&
B EIMNEEIRBOR - AR B3R

EerEErINERR

SPARKLE ROLL GROUP LIMITED #2352 E 5 [R A 7
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

39. FINANCIAL RISK MANAGEMENT AND FAIR 39. ¢ EAKMEER A A At
VALUE MEASUREMENTS (Continued)

39.2 Foreign currency risk (Continued)

Foreign currency denominated financial assets and

financial liabilities, translated into HK$ at the prevailing

(&)

39.2 ShEmERR (2)

fim

PONEHEZEREERERAR
RBERRREFRTERESE

closing rates at the end of the reporting period, are as JC c WEFHIWE ¢
follows:
2018 2017
—E-N\EF ZE—+F
Financial Financial Net Financial Financial Net
assets liabilities exposure assets liabilities exposure
TRMEE tRas EBRES TREE TREE JEN e
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
TET THET THE T TABT FHAT FAET
DKK FHE A 1,291,321 - 1,291,321 - — -
EUR BT 24 (3,775) (3,751) 116 (8,064) (7,948)
CHF I ARB 510 - 510 121 - 121
RMB AREE 40,970 - 40,970 30,222 - 30,222
uss$ =TT 14,842 - 14,842 21,441 (143) 21,298
Sensitivity analysis R E T

As US$ is pegged to HKS$, the Group does not expect
any significant movement in the HK$/US$ exchange rate.

No sensitivity analysis in respect of the Group’s financial

assets and financial liabilities denominated in US$ is

disclosed as in the opinion of directors of the Company,

such sensitivity analysis does not give additional value in

view of insignificant movement in the US$/HK$ exchange

MRETEE LA - At - AR ETR

BT HETERT SRR EMNEAE
BTERNRERARZEHEN - K&

BUETIEcEREERERABEBEL

BRES MY B|IBEHBINMEE  AML
BRBEABBRRENN

rates at the end of the reporting period.

The following table illustrates the sensitivity of the
Group’s results for the years and retained profits
in regards to a 5% (2017: 5%) appreciation in HK$
against DKK, EUR, CHF and RMB respectively. The 5%
is the rate used when reporting foreign currency risk
internally to key management personnel and represents
management’s best assessment of the possible change
in foreign exchange rates.

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
ANNUAL REPORT 2018 4F
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TREERNEERMEFE 2 X8 KK
BEMEBETAAERMN BT It
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

39. FINANCIAL RISK MANAGEMENT AND FAIR 39. iR R EE R A R{EF

VALUE MEASUREMENTS (Continued)

39.2 Foreign currency risk (Continued)

Sensitivity analysis (Continued)

fim

(%)

39.2 MR (2)

BREZ DT (B

Results for the year
and retained profits

TEBEEBERREERN
2018 2017
—E-N\F —T—+tF
HK$°000 HK$’000
TH T FABIT
DKK 2R (64,566) -
EUR BT 145 305
CHF I A BB (26) (6)
RMB AR (2,049) (1,5611)

The sensitivity analysis of the Group’s exposure to
foreign currency risk at the end of the reporting period
has been determined based on the assumed percentage
changes in foreign currency exchange rates taking place
at the beginning of the financial years and held constant
throughout the year.

A 5% depreciation in HK$ against DKK, EUR, CHF and
RMB would have the same magnitude on the Group’s
results for the year and retained profits but of opposite
effect.

Exposures to foreign exchange rates vary during the
year depending on the volume of overseas transactions.
Nevertheless, the analysis above is considered to be
representative of the Group’s exposure to foreign
currency risk.

REBRRE RARAR 2 HMNE R B2 G =%
B0 1T AR BRSNS T 3 B o3 b B B B
BREZNEL  YREFERSTERIK
BMETE

BT AERE - BUT - lmEDABRA
RERELS%  BHAKERAFEEZE
AR RN EGREFERRZEE -

SNEEXREREREFAZEBINHH
BmMAMATR - EE WL - LD
BRAIRKRARNEBAAR ZINERR -
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Notes to the Financial Statements (Continued)
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39. FINANCIAL RISK MANAGEMENT AND FAIR 39. ¢ EAKMEER A A At
VALUE MEASUREMENTS (Continued)

39.3 Interest rate risk

The Group’s interest rate risk arises primarily from bank
deposits (Note 25) and borrowings (Note 29). The Group
has not used any derivative contracts in order to hedge
its exposure to interest rate risk. The Group does not
anticipate significant impact to bank deposits because
the interest rates of bank deposits are not expected to
change significantly. The Group has not formulated a
policy to manage the interest rate risk.

The Group’s interest rate profile as monitored by
management is set out in below:

2018
—E-N\F
Effective
interest rate
BERA=

Fixed rate borrowings:
EEEE:

Bank and other borrowings
RITREMEE

Variable rate borrowings:
FEMEE:

Bank borrowings

RITIEE -

1% to 8.50%

2.16% t0 5.22%

The sensitivity analyses below have been determined
based on the exposure to cash flow interest rate risk
for variable rate borrowings at the end of the reporting
period. The analysis is prepared assuming the stipulated
changes taking place at the beginning of the financial
year and held constant throughout the reporting period.
A 50 basis points increase or decrease is used which
represents management’s assessment of the reasonably
possible change in interest rates.

If interest rates had been 50 basis points higher/lower
and all other variables were held constant, the Group’s
profit after taxation for the year ended 31 March 2018
would decrease/increase by approximately HK$479,000
(2017: HK$437,000).

39.4 Equity price risk

The Group is exposed to equity price changes arising
from equity investments classified as available-for-sale
investment (see Note 19(b)) as at 31 March 2018.

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
ANNUAL REPORT 2018 4F

(%)

fim

39.3 FIZmEk

Amount

HK$’000
FAET

439,998

127,654

39.4

AEEZFERBREZRBETF
K (HzE25) RIEE (KiFE29) o A<
SEN S AERITET RS AL
REF R @RS o NEETEETIRITIF
K IAIEEAEATE Ifﬁﬁﬁ*
2 F RN N2 B A
7N 5 (B30 A 5 BT 5 1 A 2R [ g
Eﬁo

ZLBZ

NEEZ RN HEEBELR -
WEHFHNET :

2017
—B—t5

Effective
interest rate Amount
BRAE S
HK$’000
FHET
4.35% to 7.50% 280,327
2.27% to 2.32% 116,050

TOIBURE D TR FE RS BRE LS
{agﬁ’ﬁﬁimiﬂfﬂ R MEE °
DI THRE R TERN B BRI BFE
FE 4 - WERERE B AR
e o ﬁﬁﬁSOﬁgﬁiﬂ&Tﬂﬂﬂmf
THEIR BT & IR A R

A= L7t TR SOEEE KRB
Hip BHRTG I E - AEEHE—
E-NF=ZA=1+—BLLFENK
Tt 1% )4 ) R A 42 10 %9 479,000

BIL(ZZ—+HF : 437,0007T) °
R

R-ZFE-—NF=ZA=1—H XL
B o BRI HHERE 2 BER
é(ﬁﬂﬁ?m( )) TH e s (B 5 &

& o
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Notes to the Financial Statements (Continued)
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39. FINANCIAL RISK MANAGEMENT AND FAIR 39. iR R EE R A R{EF
VALUE MEASUREMENTS (Continued) (%)

fim

39.4 Equity price risk (Continued) 39.4 BRER(Z)

The management would manage its exposure arising
from the investment by closely monitoring the
performance of the respective equity investments and
market conditions.

At 31 March 2018, it is estimated that an increase/
decrease of 5% in the market price of this listed equity
securities, with all other variables held constant, would
have increased/decreased the Group’s fair value
reserve (other components of consolidated equity) by
approximately HK$64,566,000.

The sensitivity analysis indicates the instantaneous change
in the Group’s fair value reserve that would arise assuming
that the changes in the market value of this listed equity
securities had occurred at the end of the reporting
period and had been applied to re-measure this financial
instrument held by the Group which expose the Group
to equity price risk at the end of the reporting period. It

EEEREATYEESRERE
MRBEEMAEEREREELZA

G o
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RN—ZF—AF=A=+—H ' &R
Tﬁi.ﬁr HEATE H it B ERIF T
FEHBERT EmRAZBSME
EF S TRRE% GEEBRARER AR
ERE (GBS ZHEME D) 18
o/ A4 64,566,000,%75 o

BRI D ATREA - BRE&Z ETRA
BHzHBEERSHARHEZLA
EAREMAIEAREB M Lile
BT A (EAREBERFEHREER
fEARERRER) - B A g IR A&
Bl AR BEREEBRIEE( o HIMR
I@F%mfﬁﬂ > N P A B 2

is also assumed that none of the Group’s available-for- 1%#2‘ ‘‘‘‘‘‘‘ C ANEE A e
sale investments would be considered impaired as a result BIgwR ARE o
of the decrease in the relevant market value, and that all
other variables remain constant.
39.5 Credit risk 39.5 =ERM
Credit risk refers to the risk that the counterparty to a SERRIESR T A2 FHREE

financial instrument would fail to discharge its obligation
under the terms of the financial instrument and cause a
financial loss to the Group. The Group’s credit risks are
primarily attributable to debt securities, loan receivables
and trade and other receivables. Management has a
credit policy in place and the exposures to these credit
risks are monitored on an ongoing basis.

RESBRTAZIGREITESE
SAKERIPBERR AR - &
SEEERRER B B RO (E 75 7
7 RRERLERE ZHRIARE
fib FE W R IR - EE@EE%UEETE&

+ 43 Bl AR 2 A —\—'f)q
RUFBEBZESEERR -

(i) Credit risk arising from trade and other (i) EWEZFEREMEWK
receivables BHEL£ZIEERE

The Group trades mainly with recognised and
creditworthy third parties. It is the Group’s policy that
all customers who wish to trade on credit terms are
subject to credit verification procedures. In addition,
receivable balances are monitored on an ongoing
basis with the result that the Group’s exposure to bad
debts is not significant. Further detailed exposure to
credit risk on trade and other receivables of the Group

AEETEEAMEERE
BRUNFE=HETEE -
AEBOBRREBABAER
EEHETEENEPAK
ERBZRFFZ o thsh
R RS RIS EERIE
It 7S = B8] D o ) R R L B 3
TEX - BEASERKE

is disclosed in Note 22. SR8 N H fth fE U 3k T8 T B
ZIEERBZE—THBRH
E%E/\Bﬁui22 ©
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39. FINANCIAL RISK MANAGEMENT AND FAIR 39. iR EE R A R EF

—N\NFE=ZA=F+—HLFE Forthe year ended 31 March 2018

VALUE MEASUREMENTS (Continued)

39.5 Credit risk (Continued)

39.6

(ii) Credit risk arising from debt securities and
loan receivables

The Group’s policy requires the reviews of individual
debt securities and loan receivables that are
above materiality thresholds on semi-annual basis.
Impairment allowances on individually assessed
financial assets are determined by an evaluation of the
incurred loss at the end of the reporting period on a
case-by-case basis, and are applied to all individually
significant financial assets. The assessment normally
encompasses the anticipated receipts for that
individual financial asset.

Further detailed exposure to credit risk on debt
securities and loan receivables is disclosed in Note 23
and Note 24 respectively.

There are no significant concentrations of credit risk
within the Group as at 31 March 2018 and 2017. The
Group’s concentration of credit risk by geographical
locations is mainly in Mainland China and Hong Kong as
at both year-ends.

Liquidity risk

Liquidity risk relates to the risk that the Group will
not be able to meet its obligations associated with its
financial liabilities. The Group is exposed to liquidity
risk in respect of settlement of trade payables and its
financing obligations, and also in respect of its cash flow
management. The Group’s objective is to maintain an
appropriate level of liquid assets and committed lines of
funding to meet its liability requirements in the short and
longer term.

The Group manages the liquidity needs on a consolidated
basis by carefully monitoring scheduled debt servicing
payments for long term financial liabilities as well as
forecast cash inflows and outflows due in day to day
business.

Analysed below is the Group’s remaining contractual
maturities for the non-derivative financial liabilities at
the end of the reporting period. When the creditor has
a choice of when the liability is settled, the liability is
included on the basis of the earliest date on which the
Group can be required to pay. Where the settlement of
the liability is in instalments, each instalment is allocated
to the earliest period in which the Group is committed to
pay.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

39. FINANCIAL RISK MANAGEMENT AND FAIR 39. £ RiE e B ER AARAETE
VALUE MEASUREMENTS (Continued) (%)
39.6 Liquidity risk (Continued) 39.6 MENEREM (Z)
The analysis is based on the undiscounted cash flows of ZOMNERBEZRMEBERESR
the financial liabilities. ERIKIE -
Total Less than
contractual one year or
Carrying undiscounted repayable One year
amount cash flow on demand or above

BRREER  OSR-FH
FHEE RERBAE HAEREE -FIMUL
HK$'000 HK$'000 HK$'000 HK$'000

FHT TAT TAT FHET
At 31 March 2018 R-ZE-N\F
EFET=E
Non-derivative financial FITESRMIA
instruments:
- Trade payables -ERESME 14,501 14,501 14,501 -
- Accrued charges and other —E:tERAREM
payables FEATFRE 93,195 93,195 92,891 304
- Amounts due to o e I
non-controlling interests B 4,538 4,538 4,538 -
- Amounts due to related — T EEE 5 B
parties 2,424 2,424 2,424 -
- Borrowings -E8 567,652 572,002 572,002 -
682,310 686,660 686,356 304
At 31 March 2017 RZZE—LF
=A=+—~
Non-derivative financial ETESRIA
instruments:
- Trade payables —[ERE 5508 19,931 19,931 19,931 -
- Accrued charges and other — [T ER R EAM
payables et ZhIE 43,079 43,079 42,821 258
- Amounts due to D ESA
non-controlling interests ] 1,678 1,578 1,578 -
- Amounts due to related — e 5 ZE
parties 1,085 1,085 1,085 -
- Borrowings —fBE 396,377 403,697 403,697 -
462,050 469,370 469,112 258
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

39. FINANCIAL RISK MANAGEMENT AND FAIR 39. ¢ riEREEBER A REE
VALUE MEASUREMENTS (Continued)

39.7 Fair value measurements

(i)

Financial instruments measured at fair value
Fair value hierarchy

HKFRS 13 “Fair Value Measurement” categorises
fair value measurements into a three-level hierarchy.
The level into which a fair value measurement
is classified is determined with reference to the
observability and significance of the inputs used in
the valuation technique as follows:

o Level 1 valuations: Fair value measured using
only Level 1 inputs i.e. unadjusted quoted
prices in active markets for identical assets or
liabilities at the measurement date

o Level 2 valuations: Fair value measured using
Level 2 inputs i.e. observable inputs which
fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are
inputs for which market data are not available

o Level 3 valuations: Fair value measured using
significant unobservable inputs

At 31 March 2018, the only financial instrument
of the Group carried at fair value was listed equity
securities of approximately HK$1,291,321,000
(2017: Nil) listed in Denmark (see Note 19(b)).
These instruments are measured at fair value on a
recurring basis and their fair value measurements
fall into Level 1 of the fair value hierarchy described
above.

During the year ended 31 March 2018, there
were no transfers between Level 1 and Level 2, or
transfers into or out of Level 3. The Group’s policy
is to recognise transfers between levels of fair value
hierarchy as at the end of the reporting period in
which they occur.
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

39. FINANCIAL RISK MANAGEMENT AND FAIR 39. iR R EE R A R{EF
VALUE MEASUREMENTS (Continued) (%&)

fim

39.7 Fair value measurements (Continued) 39.7 AAETE(E)

(iij) Fair value of financial instruments carried at (i) LHURAARETEHEHT
other than fair value BRAAE
The carrying amounts of the Group’s assets and AKEEBR-_ZE—N\EFER-ZF

liabilities carried at cost or amortised cost were not
materially different from their fair values as at 31
March 2018 and 2017.

—tE=A=+—HEKK
SEERAIRZEENA
EHEEER I AAELE
BEARER-

40. CAPITAL MANAGEMENT 40. EXEE

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

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 issue new shares. No changes were made in
the objectives, policies or processes during the year.

The Group monitors capital using a gearing ratio, which is
total debt divided by total capital. Total debt is calculated
as borrowings, as shown in the consolidated statement of
financial position. Total capital is calculated as total equity, as
shown in the consolidated statement of financial position. The
Group aims to maintain the gearing ratio at a reasonable level.

AEBEAEEZIZEARERERLHE
R ERRRERCEARLE
A FEERBREBRREBERAL -

AEBERBEERAZBLEREER

RBLHEFELRAR - SEKHAREE

KR AEEKARBRKRRIKNZ

BB MBRRBEEARKBEITHRND

E/\Zliiﬁ CAKEZBR BRRIBRF
WEEHT o

AEEFRAEARAEL X (AMEKEER
BN @R ) SR - B ARERIIRGE
BitE - YEHREEPBRRBRA -
BABBRESREE - YENEKE
BUBRRARERA - AEEZ BREE
ERBELERGRE—EREKFEL -

2018 2017
—E-N\F —ET—tF
HK$’000 HK$’000
TFET AT

Total debt BERALE
Borrowings s 567,652 396,377
Total capital BEARBEE 3,023,180 1,787,827
Gearing ratio BEARBELE 18.8% 22.2%
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Notes to the Financial Statements (Continued)

HE_Z—N\F=ZA=1+—HILEE Forthe year ended 31 March 2018

41. ACQUISITION OF A SUBSIDIARY

In April 2017, the Group entered into a sale and purchase
agreement for the acquisition of 70% of the equity interest in
Beijing Mu Tai Air Ticketing Agent Company Limited (1t A Z=
MZe iR A BR A Al) subsequently renamed as Beijing Sparkle
Roll Men Dao Men Airline Agency Limited (1t 7 2% P92 P9 fin
ZEERRIBERAF), which is principally engaged in acting
as a travel agent for sale of air tickets in Mainland China, at
a purchase consideration of approximately HK$1,221,000 by
cash.

Acquisition-related costs had been excluded from the
consideration transferred. The costs were insignificant and
have been expensed and are included in “administrative
expenses” in the consolidated statement of comprehensive
income.

The fair values of identifiable assets and liabilities of the
acquired subsidiary as at the date of acquisition were as
follows:

41.

WiE— BB A E

RZZ—+FWA AKEZEEWH
# o DB ORI ZE RIS AR A A
(Hige BRI 7 RHEPIBI I = ZBR
BAERAR)70%BAER  BeBER
B#%91,221,00087C * ZARABEENRSE
HERBIAEMEMRITRER -

WERBRACHBEMBBRNNKE
She AL AEKX - WE X 5HAL
BEEBARKH [TTREMRIA -

AR B 2 IR MR B SR 0 T B R A
ERAEZAAENT

Fair value at date
of acquisition

RWEREBZ AR E

HK$’000

T

Prepayment and other receivables* T8 SRR I8 2 o th & Y k1A 1,689
Cash at banks RITHE 71
Accruals and other payables JE 5138 % B th fE 1~ k18 9)
Total identifiable net assets at fair value LAAREFENTHREEFELRE 1,751
Non-controlling interest FEVERR A 2 (630)
Satisfied by cash LAZR & A+ 1,221

*

Prepayment and other receivables includes approximately
HK$1,632,000 relating to balances with related parties, which are
also disclosed separately above in Note 20(c)(1)(iii).

The fair value of assets acquired and liabilities assumed

approximated the gross contractual amounts.

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
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41.

42,

ACQUISITION OF A SUBSIDIARY (Continued)

No goodwill was recognised in the acquisition as the purchase
consideration approximated to fair value of the net assets
acquired and liabilities assumed.

An analysis of the cash flows in respect of the acquisition of the

4. WEE—REREBARE(E)
WEEETEERNE BABERE

BB EEFERMAZEREZAAR
BEHR%E -

FRUNE-—RENBARZEEREDNT

subsidiary is as follows: N
HK$’000
FAIT
Cash consideration paid FIZ IR ERE 1,221
Cash at banks and in hand IRITRFHEAS (71)
Net cash outflows B m 5 1,150

Since the acquisition, the acquired business contributed loss
of HK$366,000 to the Group’s consolidated profit for the year
ended 31 March 2018.

There would have been no material impact on the Group’s
revenue and profit for the period if the acquisition had been
completed on 1 April 2017 as the acquisition was completed in
the same month.

LITIGATIONS

During the current period, the Group was involved in three
lawsuits and claims, all of which relate to disputes over
the sale and purchase agreements on automobiles with
its customers. These claims amounted to approximately
HK$58.9 million in aggregate, being (i) refund of purchase
price of automobiles amounting to approximately HK$14.4
million upon rescission of the respective sale and purchase
agreements, (i) compensation for relevant tax and expenses of
approximately HK$1.3 million; and (i) compensation equaling
to three times of the purchase price of automobiles amounting
to approximately HK$43.2 million. References were made
to the Company’s announcement dated 3 October 2017,
17 November 2017, 19 December 2017 and 3 April 2018 in
relation to the first litigation against Tianjin Xin Chang Tai Fu
Trading Development Limited* (REEELZEZE 5 EEEBR
72A|]) (“TIXC”) (the “First Litigation”) and 12 October 2017,
17 November 2017 and 29 December 2017 in relation to the
second and third litigations against TUXC (the “Second and
Third Litigations”).

BYBERE  AREXHERAEEEE-F
—N\F=A=1—H LFENEEEMNERE
1875 366,000 7T °

HMKBEEERN _T—tFHA—BEX &
SENZBENRELEN T ERBNEAY
& ARBBEERRATK -

42. KA
RAERE AEESR-SFRARE
g WS REARTEHNAEEER

HALD - ZEREBEHA58,900,000
BT BRERSEEWZE  RE
73 B B (B #4914,400,0005 7T ¢ (i) 48
8 7 18 & 7 2 & (8 491,300,000/ 7T
FiEEN SEEEB _FNEEDY
43,200,000 87T ° ZiRiM AR R HE B
—E—+E+A=H  ZE—tF+—
At++tH - —E—+F+=-_A+NLB R
- N \EMNA=BFBHERZEES
ZEESBRRERAATREEE]D
ME—BFLTE—BFADUKRH
BAEZ—+tF+HA+=—H —_ZT—+t
F+—HB++tBR-_ZE—+tE+_-A
—TthABAEBAHEREEENE_ER
FZEFRA(F_BREZBFRR] D
Affa
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42. LITIGATIONS (Continued)

In respect of the First Litigation, after the retrial of the First
Litigation, the Jinghai District People’s Court of Tianjin City*
(REMeHERE AEEPT) handed down a judgment on 19 March
2018 (the “Appeal Judgment”), which reinstated the judgment
of the First Litigation. On 30 March 2018, TJXC filed an appeal
application to the First Intermediate People’s Court of Tianjin
City* (KEM S —= L ARJAFL) against the Appeal Judgment.
As at 31 May 2018, the relevant appeal application was still in
progress.

In respect of the Second Litigation, TUXC and the plaintiff had
participated a mediation under the supervision of the Second
KEMEZAFZA
EJABT) in December 2017. The litigation claim was fully settled

Intermediate People’s Court of Tianjin City* (

in December 2017 and there are no other disputes in relation
to the second litigation.

In respect of the Third Litigation, TJXC had received a
judgment handed down by the Jinnan District People’s Court
of Tianjin City* (XEM)Zm & A REPT) dated 28 September
2017. On 12 October 2017, TJXC filed an appeal application
to the Second Intermediate People’s Court of Tianjin City*
(REME_HHFARZET) against the judgment of the Third
Litigation. As at 31 May 2018, the relevant appeal application
was still in progress.

Based on the legal opinion obtained from the Group’s
PRC legal adviser, the Group had made a provision of
approximately HK$13 million in aggregate for the probable
liquidated damages for the First and Third Litigation. The
Group recorded such provision in other expenses in the
consolidated statement of comprehensive income for the year
ended 31 March 2018.

In addition, pursuant to applications made by a plaintiff in
one of the above lawsuits to freeze and preserve certain
assets of the Group including inventories of approximately
HK$16,975,000 (Note 21) and bank balances of approximately
HK$5,304,000 (Note 25), several orders were granted by the
court in September 2017 to freeze and preserve these assets.

* For identification purposes only
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43. STATEMENT OF FINANCIAL POSITION OF 43. AQA Tz B #HkRKE
THE COMPANY

2018 2017
—E-N\F —T—tF
Note HK$’000 HK$’000
B 5 FExT T
ASSETS AND LIABILITIES EERAE
Non-current assets ERBEE
Interests in subsidiaries NG 10 10
Investment in an associate R—RHEE QR 2 KE (c) - 660,075
10 660,085
Current assets REBEE
Amounts due from subsidiaries FEU BT B A Rl IE 1,951,207 832,872
Cash at banks RITHE® 3,302 11,824
1,954,509 844,696
Current liabilities i =R
Accrued charges and other payables &5+ 2 B N = 4th &~ 2038 1,313 2,313
Amounts due to subsidiaries FEASTB B A Al I8 42,437 11,131
43,750 13,444
Net current assets REBEEZRE 1,910,759 831,252
Total assets less current liabilities ZAEERTREBAER 1,910,769 1,491,337
Net assets BEEFRE 1,910,769 1,491,337
EQUITY =
Share capital LN (a) 9,882 8,282
Reserves e (b) 1,900,887 1,483,055
Total equity DA 1,910,769 1,491,337
Approved and authorised for issue by the board of directors on  RZZE—N\FRAZT_ALEZTSHERK
22 June 2018 and signed on its behalf by: T WHATEERERES
Zheng Hao Jiang Zhu Lei
BRSEST KE
Director Director

= EFE
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43. STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (Continued)

—N\NFE=ZA=+—HLFE Forthe year ended 31 March 2018

43. AR T 2B R REE 2

Notes: B3 -
(@)  Particulars and movement of the Company’s share capital for both (8 AARBARMEFEZFBEREDE
years have been set out in Note 31. FAPREST -
(b) A summary of the Company’s reserves is as follows: (o) ARARZFEEBRENT :
Share Capital  Contributed Exchange Other  Accumulated
premium reserve surplus* reserve reserve losses Total
RiVEE BAG% RS MERSE HfbRfE ZithR ait
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thr TEn Thn ThR Thn Thn Tin
At 1 April 2016 R=F-~FNA-A 799,335 3,508 80,130 - - (69,659) 813,314
Changes in equity in 2017: “5-tEERE
Loss for the year REEER = = - - - (19,159) (19,159)
Other comprehensive income A2ERA
- Exchange differences on translation -REBNRELTEBER
financial statements of a foreign associate 2 EH £ - = - 5874 - - 5,874
- Share of other comprehensive ~HE-FREAREM
loss of an associate 3] = = = = (89) - (83)
Total comprehensive income/{loss) KERRENA/(BE) 45
for the year - - - 5874 (85) (19,159) (18,370)
Acquisition of an associate HE R A 645,683 - - - - - 645,683
Acquisition of non-controlling interest WEFaRER 37,22 - - - - - 37,22
Share of other reserve of an associate HME-BBENTE MRS - - - - 23 - 203
At 31 March and 1 April 2017 Z-+F=f=1-H
REA-A 1,482,243 3,508 80,130 5,874 118 (88,818) 1,483,055
Changes in equty in 2018; it
Loss for the year REEER - - - - - (15,609] {15,609
Other comprehensive income ﬁm% LN
- Exchange differences on translation -RERNE AR ERR
financial statements of a foreign associate 2B} =8 = = - = = = =
- Change in far value change on ~EREERTRERR
available-for-salg investment recognised 2% (E&
during the year - - = = = = =
- Share of other comprehensive loss *’VE —Fiﬂﬁié‘mﬁ\fﬁ
of an associate 2T - - - - (5,210) - (5,210)
- Reclassification adjustments upon - Wu,\ RBENT
disposal of investment in an REHCERABEE
associate - - - (5,874) 5,355 - (519)
Total comprehensive income/{oss) RERRERA/ (BB 48
for the year - - - (5,874) 8 (16,600) (21,398)
Trangaction with owners in their capacty ~ IEAEAAEEAAZRS
as oWners
Reduction of share premium (500,000) - 500,000 - - - -
Elimination of contributed surplus
against accumulated losses of
the company - - (88,818) - - 88,818 -
Share of other resenve of anassociate A TRAATEEE - - - = (19) c (19)
Derecognition of other reserves upon W{HE—FQWE‘A Atk
disposal of an associate RIFERE RS - - = - (188) 188 =
Placing of shares RERD 439,245 - - - - - 439,245
At 31 March 2018 RZE-NE=f=1-A 1,421,488 3,508 491,312 - - (15,421) 1,900,887

SPARKLE ROLL GROUP LIMITED #2# £
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Notes to the Financial Statements (Continued)

BE_Z

—N\NF=ZA=F+—HLFE Forthe year ended 31 March 2018

43. STATEMENT OF FINANCIAL POSITION OF 43. AR Rz BB R REE &)

44,

THE COMPANY (Continued)

The contributed surplus of the Company consists of (i)
HK$51,286,000 being the difference between the underlying
consolidated net assets of Global Food Culture Group Limited and
its subsidiaries and the nominal value of the Company’s shares
which were issued under a group reorganisation in 1997; and (i)
those as described in the sub-note headed “Contributed Surplus”
under Note 32.

(c) During the year ended 31 March 2018, the Company transferred
its entire holding of shares in B&O to its wholly-owned subsidiary,
Sparkle Roll (Denmark) Limited, in an intra-group transfer. After
the transfer of shares, the Company indirectly own shares equal
to approximately 15.09% of the entire issued share capital of
B&O. No gain or loss was recognised in respect of this intra-group
transfer.

EVENTS AFTER THE REPORTING DATE

Save as disclosed elsewhere in this report, the following
significant events took place subsequent to 31 March 2018:

On 6 March 2018, the Group entered into an acquisition
agreement with Mr. Qi Jian Hong (the “Vendor”) and 4t R X
BEXRMRERAERA

Development Co.,

a) (Beijing Wenfu Hengye Technology
Ltd.” ) (“Wenfu”), pursuant to which the
Group had conditionally agreed to purchase the entire equity
interest of Wenfu (the “Sale Interest”). The consideration for
the Sale Interest was RMB652 million (subject to adjustment),
which would be settled by way of cash. As at 31 March 2018,
the Group has made the first installment of approximately
HK$135,802,000 to the Vendor. Details of the transaction are
set out in the announcement dated 6 March 2018 and the
circular dated 24 April 2018.

* For identification purposes only
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i RN E 2 A BERBIE (i) Global Food
Culture Group Limited R EKIB AR Z
HEGEEEFEER - NN EFIRE
SEEHRFETZARRIROEEZZE
51,286,000 7T + K (i) BT 5E 32 A 4%
AB#H | FEfTaE o

© RBE-ZT—N\F=A=+—HLtF
B ARARUEBRFEEFIAMES
BHTE A RRE (JIE) AR AR EEE
ﬁfr%B&O”ﬁBHﬁ o MR BEREE - AN
NAEEEEEEENRBIOEIEEITH
R#15.09% 2 B&fh - Lz EB A S E

R AR U R B o

BEHREER

BrAIREEMEBD FTHEE I -
HRNZE—

A=
NE=ZA=+—HB%®E :

RZZE—NFE=ZAH AEEEE
rIEE((ER D RIERXEEBER
RERAGRAF(XAE]) T IER
%'fk'ﬁﬁlﬁﬁ#ﬂﬁW%xﬁ
rERE(FEER]  FEER
ﬁ%AE%%zwqmmﬂT%ﬁ%)
LES#EE R N\EF=A=1+—
H AEEEMEFXNNE—HBRIEBEL
135,802,00087T ° 2R ZHIFIEEN B
HAE—_ZT—NFZARNBZAHGR_-Z
—N\FEAZ+MEZREEK o
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Financial Summary

RESULTS E
2014 2015 2016 2017 2018
“F-mE  —E-RF ZFF —EL5 B
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
TET THT THT TAT TET
Revenue e 3,161,848 2,605,701 2,376,904 2,781,222 2,893,052
Profit/(loss) for the year attributable "2 E% A A JEG
to owners of the Company REFEHEN/ (F8) 18,951 (455,685) (32,328) 87,845 664,565
ASSETS AND LIABILITIES EEREE
2014 2015 2016 2017 2018
—TF “T—RF “TRF —T+& —E-N\E
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
TET TET TET T THT
Total assets BEE 2,433,612 2,410,514 1,735,506 2,366,334 3,907,033
Total liabilities waE (842,163)  (1,280,169) (651,780) (578,507) 883,853
1,591,449 1,130,345 1,083,726 1,787,827 2,023,180
Equity attributable to owners AREEE ARG ES
of the Company 1,573,571 1,112,564 1,056,178 1,773,994 3,006,150
Non-controlling interests IR R 17,878 17,781 27,548 13,833 17,030
1,591,449 1,130,345 1,083,726 1,787,827 3,023,180

SPARKLE ROLL GROUP LIMITED 2 £ B A R A A
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