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FINANCIAL HIGHLIGHTS
S B i

Revenue was approximately HK$154.0 million for the year ended 31
March 2020, representing a decrease of approximately 29.8% as
compared with the same for the year ended 31 March 2019.

Gross profit was approximately HK$8.9 million for the year ended 31
March 2020, representing a decrease of approximately 67.6% as
compared with the same for the year ended 31 March 2019.

Gross profit margin decreased to 5.8% from 12.5% in the last
financial year.

Loss attributable to the equity holders of the Company was
approximately HK$67.7 million for the year ended 31 March 2020,
compared to the loss attributable to the equity holders of the
Company of approximately HK$17.1 million for the year ended 31
March 2019.

Basic loss per share amounted to approximately HK$0.39 for the year
ended 31 March 2020, compared to the basic loss per share of
approximately HK$0.10 for the year ended 31 March 2019.

The Board does not recommend the payment of final dividend for
the year ended 31 March 2020.
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Dear Shareholders,

On behalf of the Board of Directors of the Company, we present to you the
Group’s annual results for the year ended 31 March 2020 (“year under

.
review”).

During the financial year under review, the Group registered approximately
HK$154.0 million in revenue. Gross profit was approximately HK$8.9
million, with gross profit margin standing at 5.8%. Loss attributable to the
equity holders of the Company was reported at approximately HK$67.7
million. The Board does not recommend payment of a final dividend for the
year ended 31 March 2020 (2019: nil).

REVIEW

The financial year of 2019/2020 saw the global economy has been severely
affected under the spread of COVID-19. Various types of financial assets
fluctuated violently, and coronavirus-driven market panic increased.
Different countries introduced a series of initiatives to combat the spread of
coronavirus, which greatly crack down on consumer activities. The severity
of the decline is unrivaled for retail figures in various countries which has
weakened the business and consumer confidence. The economic downturn
has brought huge challenges to the jewelry industry dragging the Group’s
businesses in various markets. The situation in the world’s two biggest
economies — the United States (the “U.S.”) and the People’s Republic of
China (the “PRC” or Mainland China) — were relatively controllable,
however, the escalation of Sino-US trade conflicts, coupled with the high
degree of uncertainty of the COVID-19 pandemic, the difficult global
economic situation and geopolitical tensions all combined to add to the
confusion and uncertainty during the year under review.

As global economic activity is greatly affected by the COVID-19 pandemic,
the stock markets of various countries have been dragged down. Also, with
the intensification of the Sino-US trade war, which have affected the
investment sentiment, investors and consumers tended to purchase
traditional safe-haven assets, driving gold and silver prices to rise substantially
amid the retail market downturn. The Group timely adjusted its asset
portfolio and strengthened the development of the gold products and
watches in Hong Kong market, stimulating the Group’s sales of gold
products and watches to rise substantially. For the year under review, the
Group’s revenue generated from sales in the Hong Kong market significantly
increased by 122.0% as compared with the same period last year to
HK$103.0 million.

CHAIRMAN’S STATEMENT
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CHAIRMAN'’S STATEMENT
BN

As the Group’s second largest business market, the Mainland China market
is facing an unprecedented challenge. During the year under review, due to
the escalation of Sino-US trade tension, funds flowed to the US dollar for
hedging needs, thus increasing the pressure of RMB depreciation. Coupled
with the spread of COVID-19, authorities imposed restrictions on travel and
ordered the closure of most businesses, so the growth pace of Chinese
economy is declining and the RMB exchange rate is also facing a severe
challenge. The consumers of the Mainland China were less confident of their
personal finances and income growth, reining dramatically in their spending
across all categories, luxury products bore the brunt, the economic outlook is
dim. As a result, for the year ended 31 March 2020, revenue generated from
sales to the Mainland China market registered a decline of 75.7% to
HK$19.7 million as compared with the same period last year.

The performance of European and Russian markets was also affected by the
COVID-19 pandemic. The sluggishness of exports market was widespread
in recent years, the prolonged negative interest rate policy hard hit the
banking system, and the Brexit issue has caused the recession of the
European market economy. As the coronavirus has erupted in many
European countries, many countries have implemented lockdown measures
from national quarantines to company closures, which lead to the economic
plight. The plight is exacerbated when the number of unemployed people is
increasing. The Russian market was not only affected by the adverse impact
brought by the coronavirus, but more importantly, the sharp decline in oil
prices — the May futures WTI Crude Oil contracts closed in negative
territory for the first time ever. Therefore, Russia, which relies on oil prices
as one of the country ’s major incomes, has also been seriously affected.
Against this backdrop, revenue generated from sales to the European and
Russian markets was down by 77.5% to HK$17.5 million from a year ago.

It is worth mentioning that the Group’s sales revenue in other markets
increased by 168.5% to HK$1.7 million as compared with the same period
last year, mainly because the Group actively sought business opportunities in
different markets.

OUTLOOK

Looking ahead, the global economy is facing significant downward pressure
due to serious circumstances. Uncertainties including the worldwide spread
of COVID-19 and the trade war between the U.S. and the PRC will
continue to negatively affect the global economy and take a toll on economic
confidence.

As average consumers are expected to be less confident of their personal
finances and income growth, the Group is going to remain conservative and
prudent about the industry outlook for 2020. The global tourism has been
hammered by the COVID-19 lockdown, which would have grave
repercussions for the healthy development of the fine jewelry market
worldwide. People’s consumption intention and habits have been
significantly affected. The traditional fine jewelry market has been expediting
digital transformation and expanding to online sales in order to use
technology to innovate consumption experience.
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In view of these, we will continue to improve business efficiency by
streamlining business and improving internal resources. We will increase our
sales and marketing capabilities, deepen existing market penetration, broaden
customer base, develop new markets to broaden the global visibility of
K.T.L. brand. In U.S. market, we will adjust production resources, capacity
and production cycles to better cater for the product lead time, consumer
preferences and festive shopping practices, thereby further strengthening
business relationships with U.S. customers. In the PRC market, we will draw
strength on its established corporate brand name and proven design
capabilities to increase resources in a bid to attract jewelry wholesalers or
chain stores which focus on the PRC market. We will focus sales and
marketing resources on promoting its brand and products, participating in
selected trade exhibitions in the PRC, and allocating additional design and
product development resources to offer a wider range of designs that are
favorable to the Chinese consumers. The Group will also continue to actively
build presence in ancillary business line including gold products and watches
in Hong Kong to better cater for needs of different customers.

At the same time, the growth potential for the food and beverage industry is
expected to be optimistic as it is less affected by the economic cycle. We will
continue to explore new opportunities in the food and beverage industry
both locally and abroad, which is expected to complement with our current
jewelry business while providing an additional boost to our future growth.

APPRECIATION

Finally, we would like to take this opportunity to extend our heartfelt
gratitude to our customers, suppliers, business partners and all stakeholders
for their continuous support. We would also like to express our sincere
appreciation to management team and colleagues for their dedication and
contributions.

Li Neng
Chairman and Executive Director
Hong Kong, 18 June 2020
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DIRECTORS AND SENIOR MANAGEMENT
PN AR B

During the year ended 31 March 2020 and up to the date of this report, the
Board consists of six Directors, comprising three executive Directors and
three independent non-executive Directors.

EXECUTIVE DIRECTORS

Mr. Li Neng (“Mr. Li”), aged 39, serves as the vice president of the HNA
Group (International) Company Limited (i it 48 [# (B4 [5%) A B2 7))
(“HNA International”), the vice president and chief financial officer of
Hong Kong Airlines Holdings Co., Limited as well as an executive director
and the Chief Executive Officer of CWT International Limited (Stock
Code: 521), a listed company in Hong Kong. Mr. Li graduated from the
University of Macau ({8 "} K%) with a Bachelor of Business Administration
in Finance in June 2002 and further obtained his Master of Business
Administration from the University of Hong Kong in June 2019. He is an
associate member of the Association of International Accountants and a
senior international finance manager of the International Financial
Management Association. Mr. Li has held various senior management
positions previously within the HNA Group Co., Led (TS [E A FRA 7))
(“HNA Group”)’s companies since he joined the HNA Group in 2004,
including the chief investment officer of the HNA International, the chief
executive officer of China Civil Aviation Investment Group Limited ( H' [
B A A 22 38 & 45 B AT BR A H]), and the vice president of Africa World
Airlines Limited. He also served as an independent director of Azul S.A., a
company listed on the New York Stock Exchange (stock code: AZUL) and
the Brazilian Stock Exchange (stock code: AZUL4) from October 2016 to
July 2018, and a non-executive director of Comair Limited, a company
listed on JSE Limited, a stock exchange in the Republic of South Africa
(stock code: COM) from August 2015 to August 2018. He has extensive
knowledge and working experience in corporate management, and
investment, merger and acquisition, etc.

Mr. Zhao Minhao (“Mr. Zhao”), aged 36, serves as the deputy general
manager of the Investment Banking Department of HNA Catering Holdings
Co., Led (1 fil & &h 4% B A PR 2 7 ) (“HNA Catering”). Mr. Zhao
received his Bachelor of Food Science and Engineering from
Jiangnan Universicy (YLF4 K%£%) in June 2006 and his Master of Business
Administration from the Capital University of Economics and Business (&
AL b KE) in Beijing, the People’s Republic of China in January
2019. Mr. Zhao has also obtained the Qualification Certificate of Board
Secretary (FEFH G H EHE7EE) issued by the Shenzhen Stock Exchange
in August 2017. Mr. Zhao has held various other positions within the HNA
Group’s companies since he joined the HNA Group from 2006, including
the department manager of the brand development department of Yishi
Zong Heng Dining Management (Beijing) Limited (%) £ 4 ff 45 ik 45 ¥
(dtx0) AR 2 W) | the market development manager of the airline catering
service department, the manager of the project development centre of the
operation department, and the project cooperation manager of strategic
development department of HNA-Caissa Travel Group Co., Led (1 il #
Ji e 24 42 18 B 40y A R A 7] ), a company listed on the Shenzhen Stock
Exchange (stock code: 00796, formerly known as Yishi Group Co., Lid (%
EEEBA AR F)) and the investment management manager of the
financial planning department of E-Food Co., Led.* (5 BH#EA RAH]).

*for identification purpose only
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Mr. Zhao Yeyong (“Mr. Zhao”), aged 35, serves as the chief financial officer
of HNA Catering. Mr. Zhao received his Bachelor of Electronic Information
Engineering from Northwestern Polytechnical University (778 P4 It T3
K ) the PRC in July 2006. Mr. Zhao has held various other positions
within the HNA Group’s companies since he joined the HNA Group from
2006, including the aircraft component control administrator in inventory
control center of the purchasing administration department of HNA Airlines
Company Limited ( B it 22 & iy A BR 22 7] ), the head of aircraft
material management department of Hainan HNA Aeronautics Import &
Export Limited Company* (R 3 AL 22 4 ) 1A R ) | the deputy
general manager of sales department of Hong Kong International Aviation
Leasing Company Limited (77 ¥ B B i 22 TH B A PR 7)), the deputy
general manager of finance department of HNA Aviation Group Co., Ltd.
(i ML Ml 2= £ B A B 2§ ), the general manager of financial
administration department of HNA Innovation Ventures Co., Limited (&3
A VLA 22 AR 1% A PR D) as well as the vice president of finance of
Gategroup Holding AG, a company which was listed on the Swiss Stock
Exchange and delisted in April 2017).

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ting Tit Cheung (“Mr. Ting”), aged 64, an independent non-executive
Director. Mr. Ting has been the head of China desk of First Myanmar
Investment Co., Ltd. since 1 September 2017. Mr. Ting was the senior
representative officer in Hong Kong of Banque Cantonale de Geneve and
acted as an independent non-executive director of National Agricultural
Holdings Limited (Stock code: 1236), a company listed on the Stock
Exchange, from 2013 to 2016. Mr. Ting graduated from the Technicum
Neuchatelois in Switzerland in 1978 before he obtained his Master degree in
Business Administration in University of East Asia (Macau) in 1991. Mr.
Ting served as a member of the Chinese People’s Political Consultative
Conference Committee of Putuo District in Shanghai from 2012 to 2016.

Mr. Chan Chi Kuen (“Mr. Chan”), aged 59, an independent non-executive
Director. Mr. Chan is a Certified Public Accountant (Practising) in Hong
Kong. Mr. Chan obtained a diploma from the Department of Accounting of
the Hong Kong Shue Yan College in 1991. He further obtained a Master
degree in Accounting from the Jinan University in 2006. Mr. Chan has over
28 years of experience in the accounting and taxation consultancy disciplines
and has worked in a number of accounting firms in Hong Kong, including
K.K. Young & Co., Leung Po Yee & Co., Shom & Yu CPA Limited, and
Y.K. Yu & Co. He is currently practising in his own name. Mr. Chan was
admitted as a fellow of the Association of Chartered Certified Accountants
in 2004, and a fellow of the Hong Kong Institute of Certified Public
Accountants.

Mr. Lo Chun Pong (“Mr. Lo”), aged 48, an independent non-executive
Director. Mr. Lo is a practicing solicitor in Hong Kong and a member of
The Law Society of Hong Kong. Mr. Lo is a partner of Raymond C.P. Lo &
Co., Solicitors and was previously the sole proprietor of same firm. Mr. Lo
has been an accredited mediator of the Hong Kong Mediation Centre since
April 2010 and a civil celebrant of marriages since 2006. Mr. Lo graduated
from the University of Hull with a degree of Bachelor of Laws in 1994. Mr.
Lo was admitted as a solicitor of the High Court of Hong Kong in 1998.

* for identification purpose only
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DIRECTORS AND SENIOR MANAGEMENT
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SENIOR MANAGEMENT

Mr. Kei York Pang Victor (“Mr. Kei”), aged 59, is a director of the
subsidiaries of the Group’s jewellery business. Mr. Kei is responsible for the
overall strategic planning and business development of the Group’s jewellery
business. Mr. Kei has over 30 years of experience in the jewellery industry
with extensive business and client network. Mr. Kei has invaluable
experience in sales and marketing, customer serving, product innovation and
management, significantly contributed to long-term client relationship
maintenance and business expansion. Mr. Kei served as the Standing General
Committee Member and Executive Committee Member of the Hong Kong
Jewellery Manufacturers’” Association for the years 2013 to 2015.

Mr. Li Man Chun (“Mr. Li”), aged 59, is a director of the subsidiaries of
the Group’s jewellery business. Mr. Li is responsible for the general
operations of jewellery manufacturing in the PRC. Mr. Li has over 30 years
of experience in the jewellery industry with indepth technical knowledge in
the manufacturing of fine jewellery and practical operations experience. Mr.
Li has been serving as Vice President of the Hong Kong Gold & Silver
Ornament Workers & Merchants General Union from 2007. Since 2010,
Mr. Li has served as Honorary Life President and General Member of the
Guangzhou Panyu Jewellery Manufacturers Association.

Mr. Kei Yeuk Lun Calan, aged 54, is a senior consultant of the Group,
responsible for assisting Mr. Kei York Pang Victor, in the overall
management of sales and marketing, administration and operations of the
jewellery business, primarily in business development, international sales,
Mainland China sales, marketing product design and development, and
procurement. Mr. Kei Yeuk Lun Calan has accumulated over 28 years of
experience in the jewellery industry. In 1992, Mr. Kei Yeuk Lun Calan co-
founded and served as director of Alan’s Jewellery Company Limited, a
wholly-owned subsidiary of the Company, engaging in trading of jewellery.
In 2003, Mr. Kei Yeuk Lun Calan was assigned to lead a team to market the
Group’s jewellery products, coordination of trade shows and product
development in the United States. From 2006 to 2009, Mr. Kei Yeuk Lun
Calan was also dedicated to liaising with the local business partners on
brand-building and product image in Italy, promoting brand awareness and
reputation. Since 2009, Mr. Kei Yeuk Lun Calan has taken charge of
product development with focus on Hong Kong and the Mainland China
wholesales market.
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Mr. Chau Chi Lai (“Mr. Chau”), aged 46, is the chief financial officer and
company secretary of the Group, responsible for overseeing the Group’s
finance, as well as company secretarial, internal control, investor relation and
corporate governance functions of the Group. Mr. Chau joined the Group
in August 2012. Prior to joining the Group, Mr. Chau worked in an
international accounting firm in Hong Kong between January 2003 and
April 2012 and left as a senior manager. Between November 1998 and
December 2002, Mr. Chau worked for other international accounting firms
in Canada in accounting and audit.

Mr. Chau graduated from McGill University with a degree of bachelor of
science in June 1997 and further obtained degree of bachelor of commerce
from the same university in June 1999. Mr. Chau was also awarded the
graduate diploma in accountancy from Concordia University, Montreal
Canada in October 2000. Mr. Chau has been a Chartered Accountant of
Canada since March 2002 and a Chartered Financial Analyst charterholder
since July 2002. Mr. Chau has also been a fellow member of the Hong Kong
Institute of Certified Public Accountant since October 2012, a member of
American Institute of Certified Public Accountant since April 2003. Mr.
Chau has been licensed by the State of New Hampshire Board of
Accountancy as a certified public accountant since November 2002 and
State of Oregon Board of accountancy since December 2007, and a
chartered professional accountant of Quebec, Canada since May 2012.
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MANAGEMENT DISCUSSION AND ANALYSIS
B B ki e 3 B

BUSINESS OVERVIEW

Being an integrated fine jewellery provider and an original design
manufacturer with a well-established operating history in Hong Kong, the
Group is primarily engaged in designing, manufacturing and exporting fine
jewelleries to jewellery wholesalers and retailers mainly in Hong Kong,
Mainland China, the Americas and Europe (including Russia). The Group
has been offering a wide range of fine jewellery products in karat gold
encompassing rings, earrings, pendants, necklaces, bracelets, bangles,
cufflinks, brooches and anklets that are generally targeted at the mass to
middle segment, the lowest among the three tiers of the fine jewellery market
segments in terms of retail prices. At the same time, in order to enrich the
product range, the Group also supplies gold materials and products and
watches. The Group’s customers are mainly wholesalers and retailers of
jewellery products.

During the year ended 31 March 2020 under review, the global economy
experienced unprecedented challenges. The uncertainties caused by trade
frictions and geopolitical tensions have brought the global economy into a
widespread slowdown. The COVID-19 pandemic has raised the labour costs
worldwide, and the quarantine implemented for slowing down the spread
has severely and adversely affected the economic activities. The economic
downturn has brought significant challenges to the jewellery industry. Many
countries face multifaceted crises, including health shocks, domestic
economic turmoil, a sharp decline in external demand, reversal of capital
flows and sharp fall in commodity prices.

As the Group’s traditional market, Mainland China is facing external
resistance, the pressure on RMB depreciation and an uncertain environment.
Usually before and after the Spring Festival, this is the peak period for gold
jewellery sales, but this year, the COVID-19 affected the performance of
gold jewellery companies. Demand for gold and jewellery decreased
significantly during the epidemic, and the impact of the epidemic on the
jewellery retail industry has been far greater than that on the general
consumer goods. As a result, for the year ended 31 March 2020, revenue
generated from sales to the Mainland China market recorded a decline of
75.7% to HK$19.7 million as compared with the same period last year.
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MANAGEMENT DISCUSSION AND ANALYSIS

In Europe (including Russia), as the COVID-19 continues to spread, the
European economy has recently been affected by many factors, such as the
collapse of international crude oil prices, financial market fluctuations, as
well as domestic epidemic prevention and control measures. In recent
months, the prevention and control measures such as stay-at-home order,
suspension of production and business have brought the economies of
various countries to the brink of collapse, with prices rising and incomes
decreasing during the epidemic period. This will change their spending
habits to a more cautious way with a higher proportion of expenses used for
daily necessities, so the expenses for jewellery products will decrease. In this
case, it will take time for the economies of such countries to restart. With
this environment, revenue generated from sales to the Europe (including
Russia) market decreased by 77.5% to HK$17.5 million as compared with
the same period last year, given the market downturn and a shortage of bulk
orders secured.

Across the Pacific Ocean, the U.S. has missed the best chance to counter
COVID-19. The U.S. has the highest number of confirmed cases of
COVID-19 and businesses in the U.S. continue to be adversely affected by
COVID-19. Although the restriction measures and closure have been
relaxed, economic activity has declined significantly, and the prospect of a
prompt economic restart is highly uncertain. The U.S. Federal Reserve has
taken positive actions to boost the economy, but the revenue of the service
and tourism industry has declined precipitously. The epidemic has made
many Americans face a severe survival crisis. Layoffs in large companies have
become the norm, and the unemployment rate has set record high. In this
context, it will take a long time for the economy and consumer confidence
to restart. Revenue generated from the sales to the Americas market fell by
11.9% to HK$12.2 million as compared with the same period last year.

Building presence in ancillary business line

Since 2019, the Group has set its foot into sales of gold products and
watches to cater to the needs of different customers in a better way. These
ancillary products come with lower average gross profit margin. Sales
generated from precious metals and other raw jewellery materials and luxury
watches amounted to approximately 69.6% of the Group’s total sales for the
year ended 31 March 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS
B B ki e 3 B

Prospects

Looking ahead, under the influence of uncertain factors such as the Sino
U.S. trade war, the U.S. presidential election and the global spread of
COVID-19, the downward pressure on the global economy is obvious, The
Group reckons that the global economy will continue to experience several
stages of adjustments and is cautiously prudent about the outlook for the
second half of 2020.

In Europe (including Russia), problems such as weak export market and the
Brexit issue have exacerbated the recession of the European market. With the
outbreak of COVID-19, the restriction measures and border closure
implemented by many countries have brought the economy into further
trouble. Closure of companies and home quarantine measures have led to an
increase of unemployment and a decrease of disposable income. Affected by
the epidemic, the international crude oil prices plummeted, which caused
the already struggling Russian economy to be worse. There are many
uncertainties in those countries, leading to the questions about when and
how their economies will restart.

The U.S. has the most serious outbreak of COVID-19. The continuous
fermentation of the epidemic and the large-scale “pause” of the economy
have continued, resulting in serious economic losses. At the same time, the
risk of uncertainty in President Trump’s trade policy is still increasing, and
the Sino U.S. trade war continues, which may hinder China’s economic
growth.

In addition, COVID-19 will promote the rapid enhancement of science and
technology, including the next generation of remote work technology, digital
transformation and upgrading as well as contactless business models.
Consumption habits will also change, and the traditional jewellery industry
will face a new business and technological environment.

In order to cope with the probable uncertainties and adverse market
environment in the future, the management of the Group will continue to
actively optimise resource allocation, improve operating efficiency and seek
new business growth areas.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue (HK$000) s (F#T)
Gross profit (HK$’000) EF (FH#IT)
Gross profit margin (%) EFZ (%)

Loss attributable to the equity holders of

the Company (HK$°000) (T#s7T)

Revenue

The Group’s revenue for the year ended 31 March 2020 was approximately
HK$154.0 million, representing a decrease of approximately HK$65.2
million or 29.8% compared with the year ended 31 March 2019. The
decrease in the Group’s revenue was primarily due to (i) a decrease in sales in
the Americas of approximately HK$1.7 million primarily due to the
continuous escalation of the Sino US trade war, resulting in increased costs,
and the rapid spread of COVID-19 in the U.S., resulting in the interruption
of sales channels; (ii) a decrease in sales in Europe (including Russia) of
approximately HK$60.2 million, mainly due to the sluggish Europe
(including Russia) economy, the decrease of residents’ income as a result of
the decline of oil price and the economic blockade caused by epidemic
prevention and control measures; (iii) a decrease in sales in Mainland China
of approximately HK$61.1 million, mainly because of the adjustment to
Mainland China business and concentration on the sale of gold products; (iv)
an increase in sales in Hong Kong of approximately HK$56.6 million,
mainly due to the continuous development of sales of gold raw materials and
trading of watches in the Hong Kong market; and (v) an increase in sales in
other regions of approximately HK$1.1 million.

Gross profit and gross profit margin

The Group’s gross profit for the year ended 31 March 2020 was
approximately HK$8.9 million, representing a decrease of approximately
HK$18.6 million or 67.6% compared with the year ended 31 March 2019.
Gross profit margin decreased to approximately 5.8% from approximately
12.5%, which was mainly due to a larger proportion of sales of gold products
and trading of watches with lower margin to the Hong Kong market.
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MANAGEMENT DISCUSSION AND ANALYSIS
B B ki e 3 B

Selling expenses

The Group’s selling expenses decreased by approximately HK$17.1 million
or 80.0%, to approximately HK$4.3 million for the year ended 31 March
2020 from approximately HK$21.4 million for the year ended 31 March
2019. The decrease was primarily attributable to (i) business adjustment and
optimisation of resource allocation and reduced staff costs of approximately
HK$6.0 million; (ii) the decrease in jewellery sales leading to a year-on-year
decrease in sales commission of approximately HK$7.5 million; (iii) a
decrease in overseas sales leading to a year-on-year decrease in export
insurance of approximately HK$2.1 million; (iv) continuous optimisation of
the sales team and reduction of promotion and travel arrangement resulting
in a year-on-year decrease of advertising, exhibition expenses, entertainment
and travel expenses of approximately HK$4.3 million. However, due to the
expansion of new markets and the consolidation of new businesses, the
consultancy cost increased by approximately HK$3.0 million.

Administrative expenses

The Group’s administrative expenses decreased by approximately HK$24.5
million or 49.3%, to approximately HK$25.3 million for the year ended 31
March 2020 from approximately HK$49.8 million for the year ended 31
March 2019. The decrease was primarily due to the combined effects of (i) a
decrease in staff costs by approximately HK$11.2 million as a result of the
Group’s continuous implementation of rigorous cost control by further
streamlining operations and rationalising overheads; (ii) a decrease in
depreciation and amortisation by approximately HK$2.9 million mainly
attributable to the stringent controls over capital expenditures during the
year ended 31 March 2020; (iii) a decline in professional service fee by
approximately HK$2.1 million; (iv) a decline in office, utility and rental
expenses by approximately HK$4.1 million which was mainly attributable to
strengthening cost controls in business operation; and (v) a decrease of sales
and having sufficient funds, which led to a reduction of finance charges by
approximately HK$3.2 million.

Finance costs

The Group’s finance costs decreased by approximately HK$0.1 million or
9.0%, to approximately HK$0.9 million for the year ended 31 March 2020
from approximately HK$1.0 million for the year ended 31 March 2019.
The decrease was primarily a result of the decrease in average borrowing
balance for the year ended 31 March 2020 compared with the year ended 31
March 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

Loss attributable to the equity holders of the Company

The Group recorded a loss attributable to the equity holders of the Company
of approximately HK$67.7 million for the year ended 31 March 2020,
compared to a loss of approximately HK$17.1 million for the year ended 31
March 2019. The loss was mainly attributable to a decline in the Group’s
revenue by approximately 29.8% and gross profit by approximately 67.6%
for the year ended 31 March 2020 as compared to the year ended 31 March
2019. The decline in revenue was primarily attributable to a significant
slowdown of sales in the Americas, Europe (including Russia) and Mainland
China markets, the decrease of which were approximately HK$1.7 million,
HK$60.2 million and HK$61.1 million, respectively, for the year ended 31
March 2020 as compared to the year ended 31 March 2019, primarily
attributable to global economic uncertainty and weaker-than-expected
demand in Mainland China markets.

Property, plant and equipment

The net carrying amount as at 31 March 2020 was approximately HK$4.7
million, representing an increase of approximately HK$0.3 million from that
as at 31 March 2019. This was mainly due to (i) depreciation amounted to
approximately HK$2.8 million; (ii) addition of motor vehicles amounted to
approximately HK$3.6 million; and (iii) disposal of assets amounted to
approximately HK$0.5 million.

Financial assets at fair value through profit or loss (“FVPL”)

Financial assets at FVPL amounted to approximately HK$152.2 million
including a portfolio of Hong Kong listed companies equity securities in
various industries held for long term growth. During the year ended 31
March 2020, the loss on changes in fair value on the listed equity securities
of approximately HK$45.9 million has been recognised in profit or loss. The
executive directors did not alter the Group’s investment strategy due to
short-term market volatilities.

Trade receivables

There was an increase in trade receivables as at 31 March 2020 of
approximately HK$27.3 million as compared with 31 March 2019, which
was mainly due to the increase of revenue from Hong Kong market.

Liquidity and financial resources

As at 31 March 2020, the Group had current assets of approximately
HK$286.9 million (2019: approximately HK$357.2 million) which
comprised cash and bank balances of approximately HK$27.9 million (2019:
approximately HK$270.8 million). As at 31 March 2020, the Group had
non-current liabilities of approximately HK$1.1 million (2019: nil), and the
current liabilities amounted to approximately HK$30.0 million (2019:
approximately HK$30.4 million), consisting mainly of payables arising in
the normal course of operation. Accordingly, the current ratio, being the
ratio of current assets to current liabilities, was approximately 9.6 as at 31
March 2020 (2019: approximately 11.8).
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MANAGEMENT DISCUSSION AND ANALYSIS
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Gearing ratio

The gearing ratio of the Group as at 31 March 2020 was not applicable as
cash and bank balances exceeded interest-bearing borrowings.

Treasury policies

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

BUSINESS STRATEGIES OF THE GROUP

With continued political, economic and market uncertainties, the existing
business of the Group in manufacturing and sale of jewellery products has
seen a decrease in both revenue and gross profit. In the light of the
operations and financial position of the Group, the Group intends to explore
other possible business opportunities both locally and abroad while staying
on with its jewellery business.

The Group reckons that the food and beverage industry has proved more
resistant to impacts of changes in the macroeconomic environment and
offered good growth potential. Furthermore, the “One Belt, One Road”
initiative as proposed by the Chinese government is expected to boost
demand for an array of sectors in the region, which will also benefit the
development of the food and beverage businesses at large. The Group
therefore considers that possible business expansions to food and beverage
industry can enable it to better utilise its resources, mitigate the risks
involved in its existing business of manufacturing and sale of jewellery
products, and maximise investment returns for its shareholders.

Moreover, the management team members of the Group have seasoned
experience and involvement in the food and beverage industry with all of
them holding senior positions in HNA Catering Holdings Co., Ltd. As such,
the Group considers that it possesses essential know-how and expertise to
enable its expansion into the food and beverage industry, which is expected
to help drive revenue for the Group.

Concurrently, the Group remains committed to maintaining its status as a
top fine jewellery manufacturer and exporter in Hong Kong by strengthening
its sales and marketing force, solidifying its presence in existing markets and
reinforcing market recognition of its brand name globally.
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MANAGEMENT DISCUSSION AND ANALYSIS

In the U.S., the Group continues to explore opportunities where the Group
believes would benefit from the integrated services it offers, providing a
wider range of styles and designs tailored for the market and adjusting its
production resources and capacity to better cater for the product lead time,
consumer preferences and festive shopping practices. In Mainland China,
the Group will draw strength on its established corporate brand name and
proven design capabilities to increase resources in a bid to attract jewellery
wholesalers or chain stores which focus on the said market. The Group will
focus its sales and marketing resources on promoting its brand and products,
participating in selected trade exhibitions in Mainland China, and allocating
sufficient design and product development resources to offer a wider range
of designs that are favourable to the Chinese consumers.

The Group believes its abilities to create new product designs and develop
innovative production techniques in response to market trends and
customers’ preferences contribute to the success of its products. The Group
has been offering customers with a diverse range of products with appealing
designs at affordable prices, made with assorted kinds of precious metals,
diamonds and gem stones with various specifications in a bid to cater for a
broad bandwidth of market demand. The Group is also positive with the
food and beverage industry vibe. Backed by the “One Belt, One Road”
initiative, the Group is devoted to expanding into the new market that will
provide the Group with strong momentum for future growth.

Foreign exchange exposure

For the year ended 31 March 2020, the Group had monetary assets and
monetary liabilities denominated in foreign currencies, i.e. currency other
than the functional currency of the respective group entities, which are
mainly trade receivables, other receivables, financial assets at FVPL, cash and
bank balances and trade and other payables. Consequently the Group had
foreign exchange risk exposure from translation of amount denominated in
foreign currencies as at 31 March 2020. Since HKS is pegged to US$, the
Group does not expect any significant movements in HK$/US$ exchange
rate. The Group is exposed to foreign exchange risk primarily with respect to
RMB. If HK$ as at 31 March 2020 had strengthened/weakened by 5%
against RMB with all other variables held constant, the loss for the year
attributable to the equity holders of the Company would have been
decreased/increased by approximately HK$6,000 for the year ended 31
March 2020 (2019: loss for the year attributable to the equity holders of the
Company would have decreased/increased by approximately HK$16,000).

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

Capital structure

There has been no change in the capital structure of the Company during
the year ended 31 March 2020. As at 31 March 2020, the capital of the
Company comprises ordinary shares and capital reserves.
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MANAGEMENT DISCUSSION AND ANALYSIS
B B ki e 3 B

Capital commitments

As at 31 March 2020 and 31 March 2019, the Group had no capital
commitments.

Dividend

The Board does not recommend the payment of final dividend for the year
ended 31 March 2020.

No dividend has been paid or declared by the Company during the year
ended 31 March 2020.

Information on employees

As at 31 March 2020, the Group had 31 employees (2019: 40), including
the executive Directors. Total staff costs (including the Directors’
emoluments) were approximately HK$9.1 million, as compared with
approximately HK$27.8 million for the year ended 31 March 2019.
Remuneration is determined with reference to market conditions and
individual employees’ performance, qualification and experience.

Apart from the provident fund scheme (operation in accordance with the
provisions of the Mandatory Provident Fund Schemes Ordinance for Hong
Kong employees) or social insurance fund (including retirement pension
insurance, medical insurance, uncmploymcnt insurance, injury insurance
and maternity insurance for the PRC employees), discretionary bonuses and
employee share options are also awarded to employees according to the
Group’s performance as well as assessment of individual performance. Since
the adoption of the share option scheme on 10 February 2015 and up to 31
March 2020, no options have been granted by the Company.

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

Share option scheme

The Company has adopted the share option scheme on 10 February 2015
(the “Scheme”) under which certain selected classes of participants
(including, among others, Directors and full-time employees) may be
granted options to subscribe for the shares. Unless otherwise cancelled or
amended, the Scheme will remain in force for 10 years from that date. No
share option had ever been granted under the Scheme since its adoption, up
to 31 March 2020.
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Significant Investments Held

During the year end 31 March 2020, the Group held the following
significant investments in equity interest of other companies:

Name

A

China Automobile New Retail
(Holdings) Limited (the former
name is “Lisi Group (Holdings)
Limited”) (“Lisi Group”)

TEREHEE (BR) HRAR
(FTHR By [ AIEESEM (P21
AIRAR D) (FIREE])

China U-Ton Holdings Limited
(“China U-Ton”")

TR A RA T
(M EE)])

Xiezhong International Holdings
Limited (“Xiezhong International”)

R BB AR
(T4 )

Place of
incorporation

il
AL

Bermuda

A

Cayman Islands

WERE

Cayman Islands

bl

HK
stock
code

Fi
it
%4

0526

0526

6168

6168

3663

3663

Date of

acquisitions

W H

11 and 16 July
2019

2019%7H11H
J16H

11 July and
14 August
2019

2019%7H11H
J8H14H

11 July and
14 August
2019

201947110
J8A14H

MANAGEMENT DISCUSSION AND ANALYSIS

Number of
acquired
shares

as at

31 March
2020

120204
3A31H
C
et %A

86,672,000

80,672,000

200,540,000

200,540,000

19,296,000

19,296,000

For further information, please refer to (i) the announcement dated 17 July

2019 in relation to acquisitions of the shares of Lisi Group; (ii) the

announcements dated 16 August and 19 August 2019 in relation to

acquisitions of the shares of China U-Ton and Xiezhong International; and

(iii) the circular dated 19 September 2019 in relation to acquisitions of the

shares of China U-Ton.
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A 20204F3 A 31 B IRAFERE > ALEE A HALA
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Proportion of
acquired shares
in the total issued
Cost HK$

(exclusive of

share capital of
investee as at

31 March transaction
2020 costs)
o
420204
3H31H
Bt E WA
CHfRA (F s
AL RHBA)
Approximately  Approximately
1.08% 68,789,000
#1.08%  #768,789,000
Approximately  Approximately
8.21% 69,658,000
#8.21%  #169,658,000
Approximately  Approximately
2.41% 36,390,000
H241%  4136,390,000

Principal
activities

Provision of car trading platform related services,
trading of imported cars, manufacturing and
trading of household products, operation of
supermarkets, wholesale of wine and electrical
appliances and investments holding

fR T A B  REENT
Pl VA S S URE -1k R
T S AR B DL B

Provision of design, deployment and maintenance of
optical fibers services, the provision of other
communication networks services, the provision of
environmentally intelligent technical products and
services and the money lending services

{EHOLEE M A - St
Bl SRALER IR AR S oL B
fremes

(i) Design, production and sale of automotive heating,
ventilation and cooling systems and a range of
automotive HVAC components and rendering of
services; and (i) 4S dealership business

(i) Bt~ A R IR - R R WA SR
TR HVACHR I DL RS BEME 5
(i) 4S B B

ARE—LWER 2B 0O A A2019F7H17
A R i 5 R P 2 03 19 A 5 G 30 28 2019 4F
8 H 16 A e 8 H 19 H A [b# i i w2 45 40 A% o A72 Bl % i
BYBY LM 5 BA B (i) B £ 2019 4F 9 A 19 H A4 B i i
P [ (5 A 13 B R
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MANAGEMENT DISCUSSION AND ANALYSIS
B i S 3 A

Future Plans for Material Investments and Capital Assets

There was no definite future plan for material investments or acquisition of
material capital assets as at 31 March 2020.

Material Acquisitions and Disposal of Subsidiaries and Affiliated
Companies

Save as disclosed in the paragraph headed “Significant Investments Held” in
this report, the Group did not have any material acquisitions or disposals of
subsidiaries or affiliated companies during the year end 31 March 2020.

Charges of assets

As at 31 March 2020, the Group had short-term secured borrowings
amounting to HK$9,924,000, which were secured by the pledge of the
Group’s trade receivables with the same amount as that of the outstanding
borrowings.

Contingent liabilities

The Group had no material contingent liabilities as at 31 March 2020
(2019: nil).
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CORPORATE GOVERNANCE PRACTICES

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

The Board has adopted the code provisions of the Corporate Governance
Code (the “Code Provisions”) set out in Appendix 14 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”). During the year ended 31 March 2020, the
Company had complied with all provisions of the Code Provisions, except
for the deviation from Code Provision A.6.7 of the Code as described below.

Code Provision A.6.7

Pursuant to code Provision A.6.7 of the Code, independent non-executive
Directors should attend the annual general meeting of the Company to
develop a balanced understanding of the views of the shareholders.
However, Mr. Ting Tit Cheung and Mr. Lo Chun Pong, the independent
non-executive Directors, did not attend the annual general meeting of the
Company held on 31 July 2019 due to other business engagements.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 to the
Listing Rules as its own code of conduct regarding securities transaction by
Director of the Company. Having made specific enquiries to all the
Directors, the Directors confirmed that they had complied with the required
standard as set out in the Model Code during the year ended 31 March
2020.

THE BOARD OF DIRECTORS

Composition

During the year ended 31 March 2020 and up to the date of this report,the
Board comprises six Directors, of which three are executive Directors, and
three are independent non-executive Directors. In addition, a list containing
the names of the Directors and their roles and functions is available on the
websites of the Group and the Stock Exchange. The composition of the
Board is as follows:

Executive Directors:

Mr. Li Neng (Chairman)

Mr. Zhao Minhao (Chief Executive Officer)
Mr. Zhao Yeyong
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Independent non-executive Directors:
Mr. Ting Tit Cheung

Mr. Chan Chi Kuen

Mr. Lo Chun Pong

Up to the date of this annual report, there was no change in the composition
of the Board. The biographical details of each Director are set out in the
section “Directors and Senior Management” on pages 8 to 11.

RESPONSIBILITIES OF THE BOARD AND
MANAGEMENT

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

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

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

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

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

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

(v)  to review the Company’s disclosure in the Corporate Governance
Report.

While at all times the Board retains full responsibility for guiding and
monitoring the Company in discharging its duties, certain responsibilities
are delegated to various Board committees which have been established by
the Board to deal with different aspects of the Company’s affairs. Unless
otherwise specified in their respective written terms of reference as approved
by the Board, these Board committees are governed by the Company’s
articles of association as well as the Board’s policies and practices (in so far as
the same are not in conflict with the provisions contained in the articles of
association). With the new composition of members of the nomination
committee, the remuneration committee and the audit committee, the
independent non-executive Directors will be able to effectively devote their
time to perform the duties required by the respective Board committees.
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The Board has also delegated the responsibility of implementing its strategies
and the day-to-day operation to the management of the Company under the
leadership of the executive Directors. Clear guidance has been made as to the
matters that should be reserved to the Board for its decision which include
matters on, inter alia, capital, finance and financial reporting, internal
controls, communication with shareholders, Board membership, delegation
of authority and corporate governance.

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

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

The Board acknowledges its responsibility for the preparation of the financial
statements which give a true and fair view of the state of financial position
and financial performance of the Group. The financial statements set out on
pages 85 to 167 were prepared on the basis set out in note 2 to the financial
statements. Financial results of the Group are announced in a timely manner
in accordance with statutory and/or regulatory requirements. The declaration
of reporting responsibility issued by the external auditors of the Company
on the financial statements is set out in the Independent Auditors’ Report on
pages 78 to 84.

INDEPENDENT NON-EXECUTIVE DIRECTORS

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

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

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

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

Apart from formal meetings, matters requiring Board approval were arranged
by means of circulation of written resolutions.

The attendance of individual Directors at Board Meetings (BM), Audit
Committee Meetings (ACM), Nomination Committee Meetings (NCM),
Remuneration Committee Meetings (RCM) and Annual General Meeting
(AGM) during the financial year is set out below:

Directors BM
HAY
W ok
Executive Directors
BATH S
LI Neng & i * 8/8
ZHAO Minhao it & % * 8/8
ZHAO Yeyong it 5 55 * 8/8
NANG Qi 2 Jif +* 1/1
CHEN Peiliang B fill 2 1/1
XUE Qiang i ** 11

Independent Non-executive Directors

WL IEPAT S

TING Tit Cheung T #E A 8/9
CHAN Chi Kuen B & 4 9/9
LO Chun Pong i #=F 9/9

* Appointed on 28 June 2019
** Resigned on 28 June 2019
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CONTINUOUS PROFESSIONAL DEVELOPMENT

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

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

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

Directors

H

Executive Directors
BATH S

LI Neng 2= R *

ZHAO Minhao i & 5 *
ZHAO Yeyong it 3 5 *
NANG Qi % Jiit =
CHEN Peiliang B B **
XUE Qiang B¥ i, +*

Independent Non-executive Directors
BorJEPATH

TING Tit Cheung " k¥

CHAN Chi Kuen Bt fiE

LO Chun Pong i & FH

* Appointed on 28 June 2019
o Resigned on 28 June 2019

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to code provision A.2.1 of the Code Provisions, the responsibilities
between the chairman and the chief executive officer should be segregated
and should not be performed by the same individual. Since 28 June 2019,
Mr. Li Neng was appointed as the chairman to provide leadership to the
Board and Mr. Zhao Minhao was appointed as the chief executive officer.
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APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

The procedures and process of appointment, re-election and removal of
directors are laid down in the Company’s Article of Association. The
Nomination Committee is responsible for reviewing the Board composition,
developing and formulating the relevant procedures for nomination and
appointment of directors, monitoring the appointment and succession
planning of directors and assessing the independence of independent non-
executive Directors. The appointment letters of independent non-executive
Directors have been renewed on 10 February 2019.

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

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

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

BOARD COMMITTEES

The Board has established three committees, namely, the Nomination
Committee, Remuneration Committee and Audit Committee, for overseeing
particular aspects of the Company’s affairs. All of these three committees of
the Board are established with defined written terms of reference. The
majority of the members of the Nomination Committee, Remuneration
Committee and all members of the Audit Committee are independent non-
executive Directors. The Board committees are provided with sufficient
resources to discharge their duties and, upon reasonable request, are able to
seek independent professional advice in appropriate circumstances, at the
Company’s expense.
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NOMINATION COMMITTEE

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

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

The nomination committee comprises three independent non-executive
Directors, namely Mr. Ting Tit Cheung, Mr. Chan Chi Kuen, and Mr. Lo
Chun Pong, and two executive Directors, namely, Mr. Li Neng and Mr. Zhao
Minhao. The chairman of the Nomination Committee is Mr. Li Neng.

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

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

BOARD DIVERSITY

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

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

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

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

The remuneration policy of independent non-executive Directors is to
ensure that the independent non-executive Directors are adequately
compensated for their efforts and time dedicated to the Company’s affairs
including their participation in respective Board committees. The
emoluments of independent non-executive Directors are determined with
reference to their skills, experience, knowledge, duties and market trends. As
at the date of this annual report, the remuneration committee consists of
three independent non-executive Directors namely Mr. Ting Tit Cheung,
Mr. Chan Chi Kuen, Mr. Lo Chun Pong and two executive Directors,
namely Mr. Li Neng and Mr. Zhao Minhao. The Chairman of the
Remuneration Committee is Mr. Ting Tit Cheung. Details of remuneration
of Directors are set out in note 10 to the financial statements.

Up to 31 March 2020, there was no change in the policy and structure of
the remuneration of the Directors and senior management. The
Remuneration Committee will meet at least once a year for reviewing the
remuneration policy and structure and making recommendations to the
Board on determining the annual remuneration packages of the executive
Directors and the senior management and other related matters.

AUDIT COMMITTEE

The Company established an audit committee pursuant to a resolution of
the Director passed on 10 February 2015 with written terms of reference in
compliance with Rule 3.21 and Rule 3.22 of the Listing Rules. A revised set
of terms of reference of the Audit Committee (the “Revised Audit
Committee Terms of Reference”) has been adopted by the Company during
the year to get in line with the recent amendments to the Code Provisions
and the recommendations set out in “A Guide for Effective Audit
Committees” issued by the Hong Kong Institute of Certified Public
Accountants. The Terms of Reference are available on the websites of the
Company and the Stock Exchange.
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The primary duties of the audit committee include but are not limited to (i)
making recommendations to the Board on the appointment, re-appointment
and removal of external auditor, (ii) reviewing the financial statements and
material advice in respect of financial reporting and (iii) overseeing the
Company’s financial reporting, risk management and internal control
systems.

In relation to (iii), the Audit Committee is:

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

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

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

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

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

—  to review the external auditor’s management letter, any material
queries raised by the auditor to management about accounting
records, financial accounts or systems of control and management’s
response;

—  to ensure that the Board will provide a timely response to the issues
raised in the external auditor’s management letter;

—  to report to the Board on the matters set out in the Code Provisions;

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

As at the date of this annual report, the Audit Committee consists of three
independent non-executive Directors, namely Mr. Chan Chi Kuen, Mr.
Ting Tit Cheung and Mr. Lo Chun Pong. The Chairman of the Audit
Committee is Mr. Chan Chi Kuen, who holds the appropriate professional
qualifications as required under Rule 3.10(2) and Rule 3.21 of the Listing
Rules.
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As at the date of this annual report, the Audit Committee has considered
and reviewed the accounting principles and practices adopted by the Group
and has discussed matters in relation to internal control and financial
reporting with the management. The Audit Committee considers that the
financial results for the year ended 31 March 2020 are in compliance with
the relevant accounting standards, rules and regulations and appropriate
disclosures have been duly made.

The Audit Committee has held a meeting with the external auditors on 18
June 2020 to (i) review the financial statements for the year ended 31 March
20205 (ii) discuss the internal control and financial reporting matters of the
Group; (iii) review the financial statements and the auditor’s report and
recommend to the board for approval. All members of the committee
attended that meeting. The Audit Committee will meet at least twice a year
to review the financial results and reports, financial reporting and compliance
procedures, the report of the internal auditor on the Company’s internal
control and risk management review and processes, and the re-appointment
of the external auditor. Pursuant to the terms of reference of the Audit
Committee of the Company, the minutes of meetings were circulated to all
Committee Members. The minutes were kept by the Company Secretary.

Up to the date of this annual report, the Board has not taken a different view
from the Audit Committee on the selection, appointment, resignation or
dismissal of external auditors.

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING

The Directors acknowledge their responsibilities for keeping proper
accounting records and preparing the financial statements of each financial
period, which shall give a true and fair view of the financial position of the
Group and of the financial performance and cash flows for that period. In
preparing the financial statements for the year ended 31 March 2020, the
Directors have made judgements and estimates that are prudent and
reasonable, and prepared the financial statements on a going concern basis.

The relevant responsibility statement from the external auditors is set out in
the Independent Auditors” Report on pages 78 to 84.

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

The senior management has provided such explanation and information to
the Board as necessary to enable the Board to carry out an informed
assessment of the financial information and position of the Group put to the
Board for approval.
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The basis on which the Company generates or preserves value over the longer
term and the strategy for delivering its objectives are explained in the
“Management Discussion and Analysis” set out in pages 12 to 22 in this report.

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

AUDITOR’S REMUNERATION

For the year ended 31 March 2020, the total remuneration paid or payable to
the Company’s auditors, PricewaterhouseCoopers, for annual audit services
totaling approximately HK$1.3 million.

Analysis of remuneration paid or payable to PricewaterhouseCoopers is set
out below:

Items of auditor’s services T B i Rk 75 36 H
Audit Services % IR
Annual audit service AF B F A RS
Total HEF

COMPANY SECRETARY

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

Mr. Chau is also our company’s chief financial officer, Mr. Chau has
day-to-day knowledge of the Company’s affairs. His appointment and
removal is subject to Board’s approval. All Directors have access to the advice
and services of the company secretary to ensure the Board procedures, and
all applicable law, rules and regulations, are followed. For the financial year
ended 31 March 2020, the company secretary has complied with Rule 3.29
of the Listing Rules by taking no less than 15 hours of relevant professional
training.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board has overall responsibilities for the Group’s risk management and
internal control systems to safeguard the interests of the Company and its
sharcholders as a whole. To this end, the Board oversees and approves the
Group’s risk management and internal control strategies and policies, which
are aimed at evaluating and determining the nature and extent of the risks
that are compatible with the Group’s strategic objectives and risk appetite,
with the main purpose for provision of reasonable assurance against material
misstatement or loss rather than absolute elimination of the risk of failure to
achieve business objectives.

Reporting to the Board, the Audit Committee is delegated with the authority
and responsibility for ongoing monitoring and evaluation of the effectiveness
of the relevant systems. In December 2015, the terms of reference of the
Audit Committee were updated to formally incorporate the risk management
into its scope of duties.

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

During the financial year ended 31 March 2020, the Audit Committee has
conducted a review of the effectiveness of the Group’s risk management and
internal control systems and procedures covering all controls, including
financial, operational and compliance and risk management, and the
adequacy of resources, qualifications, experience and training of staff of the
Company’s financial reporting and treasury function. Confirmations from
management in the form of certification that risk management and internal
control procedures are functioning effectively to meet the respective financial
reporting, operational and compliance needs, are submitted by business unit
heads and reporting to the Audit Committee.

Based on the result of the review as reported by the Audit Committee, in
respect of the financial year ended 31 March 2020, the Directors considered
that the risk management and internal control systems and procedures of the
Group were effective and adequate.
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INTERNAL AUDIT DEPARTMENT

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

CONFLICTS OF INTEREST DECLARATION

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

WHISTLEBLOWING POLICY

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

SHAREHOLDERS’ RIGHTS

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

Such requisition shall be made in writing to the Board or the company
secretary for the purpose of requiring an extraordinary general meeting to be
called by the Board for the transaction of any business specified in such
requisition. Such meeting shall be held within two months after the deposit
of such requisition. If within 21 days of such deposit, the Board fails to
proceed to convene such meeting, the requisitionist(s) himself (themselves)
may do so in the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be reimbursed to
the requisitionist(s) by the Company.
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Shareholders should direct their enquiries about their shareholdings to the
Company’s branch share registrar and transfer office in Hong Kong, namely,
Tricor Investor Services Limited at Level 54, Hopewell Centre, 183 Queen’s
Road East, Hong Kong or the principal place of business of the Company in
Hong Kong at Unit 3701-09, 37/F, Two International Finance Centre, 8
Finance Street, Central, Hong Kong. Shareholders who wish to put enquiries
to the Board can send their enquiries to the Company Secretary who will
ensure these enquiries to be properly directed to the Board. Shareholders
may at any time make a request for the Company’s information to the extent
such information is publicly available. Corporate communication of the
Company will be provided to Sharcholders in plain language and in both
English and Chinese versions to facilitate Shareholders’ understanding.
Shareholders have the right to choose the language (either English or
Chinese) or means of receipt of the corporate communications (in hard copy
or through electronic means).

All resolutions put forward at an EGM will be taken by poll pursuant to the
Listing Rules. Shareholders who are unable to attend the EGM can appoint
proxies to attend and vote at the general meeting. The Chairman of the
EGM will provide explanation of the detailed procedures for conducting a
poll and then answer questions (if any) from the shareholders regarding
voting by way of poll. In addition, the poll results will be posted on the
websites of the Company and of the Stock Exchange after the EGM.

INVESTOR RELATIONS AND COMMUNICATION

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

The Company updates its shareholders on its latest business developments
and financial performance through its corporate publications including
annual reports and public announcements. Extensive information about the
Company’s activities for the year ended 31 March 2020 has been provided
in this annual report. While the Annual General Meeting provides a valuable
forum for direct communication between the Board and its shareholders, the
Company also maintains its website (www.ktl.com.hk) to provide an
alternative communication channel for the public and its shareholders. All
corporate communication and Company’s latest updates are available on the
Company’s website for public’s information.

CONSTITUTIONAL DOCUMENTS

During the year ended 31 March 2020 and up to the date of this annual
report, there has been no significant change in the Company’s constitutional
documents.

Hong Kong, 18 June 2020
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The Directors present their annual report together with the audited financial
statements of the Group for the year ended 31 March 2020.

PRINCIPAL PLACE OF BUSINESS

The Company was incorporated in the Cayman Islands and has its registered
office at Clifton House, 75 Fort Street, Grand Cayman, KY1-1108, Cayman
Islands and principal place of business at Unit 3701-09, 37/F, Two
International Finance Centre, 8 Finance Street, Central, Hong Kong,.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

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

Further discussion and analysis of these activities as required by Schedule 5
to the Hong Kong Companies Ordinance (Cap. 622), including a discussion
of the principal risk and uncertainties facing the Group and an indication of
likely future developments in the Group’s businesses, can be found in the
Management Discussion and Analysis set on pages 12 to 22 of this Annual
Report. This discussion forms part of this directors’ report.

RESULTS AND APPROPRIATIONS

The financial performance of the Group for the year ended 31 March 2020
and the financial position of the Group as at 31 March 2020 are set out in
the consolidated financial statements on pages 85 to 90.

FINAL DIVIDEND

The Board does not recommend the payment of a final dividend for the year
ended 31 March 2020.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the Group for the last
five financial years is set out on page 168. This summary does not form part
of the consolidated financial statements.

SHARE CAPITAL

Details of movements in share capital of the Company during the year are
set out in note 24 to the consolidated financial statements.

RESERVES

Details of movements in the reserves of the Group and the Company during
the year are set out in the consolidated statement of changes in equity on
page 88 of this annual report and note 25 to the consolidated financial
statements, respectively.

DISTRIBUTABLE RESERVES

The Company was incorporated in the Cayman Islands on 6 June 2014. As
at 31 March 2020, the Company’s distributable reserves, calculated under
the Companies Law, Chapter 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands, amounted to approximately HK$269.2
million.
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DONATIONS

During the year, the Group made charitable and other donations amounting
to approximately HK$88,000 (2019: approximately HK$31,000).

MAJOR CUSTOMERS AND SUPPLIERS

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

Percentage of the Group’s total
Sales Purchases

The largest customer 66.8%
Five largest customers in aggregate 100.0%
The largest supplier 68.9%
Five largest suppliers in aggregate 90.3%

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

SUBSIDIARIES

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

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during the year are
set out in note 15 to the consolidated financial statements.

BORROWINGS

Particulars of borrowings of the Group as at the end of reporting period are
set out in note 26 to the consolidated financial statements.

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

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

Executive Directors

Mr. LI Neng (Chairman)

Mr. ZHAO Minhao (Chief Executive Officer)
Mr. ZHAO Yeyong

Independent non-executive Directors
Mr. TING Tit Cheung

Mr. CHAN Chi Kuen

Mr. LO Chun Pong
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Each of the executive Directors has entered into a service contract with the
Company for a term of three years commencing from 28 June 2019, which
may be terminated by, not less than three months’ notice in writing served
by cither party on the other and is subject to termination provisions therein
and provisions on retirement by rotation of our Directors as set forth in the
Articles of Association.

Each of the independent non-executive Directors has signed a letter of
appointment with the Company for an initial term of one year commencing
from 10 February 2019, subject to retirement by rotation and re-election at
annual general meeting and until terminated by not less than three months’
notice in writing served by either party on the other. The appointments
letters of independent non-executive Directors have been renewed on 10
February 2020.

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

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

Disclosure of Directors’ Information Pursuant to Rules 13.51(2)
and 13.51B of the Listing Rules

During the year under review, there were certain changes of the Directors.

Mr. Nang Qi resigned as the chairman of the Board (the “Chairman”) and
an executive Director, and no longer served as the chairman of the
Nomination Committee and a member of the Remuneration Committee
with effect from 28 June 2019.

Mr. Chen Peiliang resigned as an executive Director and the chief executive
officer of the Company (the “Chief Executive Officer”), and no longer
served as a member of the Nomination Committee and the Remuneration
Committee and an authorised representative with effect from 28 June 2019.

Mr. Xue Qiang resigned as an executive Director with effect from 28 June
2019.

Mr. Li Neng has been appointed as the Chairman, an executive Director, the
chairman of the Nomination Committee and a member of the
Remuneration Committee with effect from 28 June 2019.
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Mr. Zhao Minhao has been appointed as an executive Director, the Chief
Executive Officer, a member of the Nomination Committee and
Remuneration Committee and an authorised representative with effect from
28 June 2019.

Mr. Zhao Yeyong has been appointed as an executive Director with effect
from 28 June 2019.

Details of the above changes of Directors and their biographies have been
disclosed in the announcement dated 28 June 2019.

CONFIRMATION OF INDEPENDENCE

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

DIRECTORS’ INTERESTS IN CONTRACTS

There was no transaction, arrangement or contract of significance to which
the Company or its holding company or any of its subsidiaries was a party
and in which a Director of the Company had a material interest (either
directly or indirectly) subsisted at the end of the year under review or at any
time during the year under review.

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

The biographical details of the Directors and senior management of the
Group are disclosed in the section headed “Directors and Senior
Management” on pages 8 to 11 of this annual report.

CONTROLLING SHAREHOLDERS’ INTERESTS IN
CONTRACTS

There was no contract of significance to which the Company or its holding
company or any of its subsidiaries was a party and in which any controlling
shareholders (as defined in the Listing Rules) had a material interest subsisted
at the end of the year under review or at any time during the year under

review.
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EQUITY-LINKED AGREEMENT

No equity-linked agreement which may result in the Company issuing shares
was entered into or existed during the financial year, other than Share
Option Scheme.

SHARE OPTION SCHEME

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

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

Purpose

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

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

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

‘Who may join

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

«

following (the “Eligible Participants”):

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

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

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

Maximum number of Shares

The maximum number of shares in respect of which options may be granted
under the Share Option Scheme and under any other share option schemes
of our Company must not in aggregate exceed 10% of the total number of
Shares in issue immediately following completion of the Global Offering,
being 17,260,000 shares, excluding for this purpose shares which would have
been issuable pursuant to the Adjustment Option and options which have
lapsed in accordance with the terms of the Share Option Scheme (or any
other share option schemes of our Company). Subject to the issue of a
circular by our Company and the approval of our Shareholders in general
meeting and/or such other requirements prescribed under the Listing Rules
from time to time, our Board may:

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

(i)  grant options beyond the 10% limit to Eligible Participants
specifically identified by our Board. The circular issued by our
Company to our Shareholders shall contain a generic description of
the specified Eligible Participants who may be granted such options,
the number and terms of the options to be granted, the purpose of
granting options to the specified Eligible Participants with an
explanation as to how the options serve such purpose, the information
required under Rule 17.02(2)(d) and the disclaimer required under
Rule 17.02(4) of the Listing Rules.

Notwithstanding the foregoing, the shares which may be issued upon
exercise of all outstanding options granted and yet to be exercised under the
Share Option Scheme and any other share option schemes of our Company
at any time shall not exceed 30% of the shares in issue from time to time.
No options shall be granted under any schemes of our Company (including
the Share Option Scheme) if this will result in the 30% limit being exceeded.
The maximum number of shares in respect of which options may be granted
shall be adjusted, in such manner as the auditors of our Company or an
approved independent financial adviser shall certify to be appropriate, fair
and reasonable in the event of any alteration in the capital structure of our
Company in accordance with paragraph “Other Information — Share
Option Scheme — Effect of alterations to capital”’in Appendix V to the
Prospectus whether by way of consolidation, capitalisation issue, rights issue,
sub-division or reduction of the share capital of our Company but in no
event shall exceed the limit prescribed in this paragraph.
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Maximum number of options to any one individual

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

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

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

Price of Shares

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

the highest of:

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

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

immediately preceding the date of grant; and

(iii)  the nominal value of a Share.
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Restrictions on the times of grant of Options

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

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

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

Rights are personal to grantee

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

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

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

Performance target

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

From the date of adoption of the Share Option Scheme to 31 March 2020,
no options were granted under the Share Option Scheme.
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Apart from the aforesaid share option schemes, at no time during the year
ended 31 March 2020 was any of the Company and its holding companies,
subsidiaries and fellow subsidiaries a party to any arrangement to enable the
Directors to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate, and none of the
Directors, or their spouses or children under the age 18, had any right to
subscribe for the shares in, or debentures of, the Company, or had exercise
any such right.

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

As at 31 March 2020, none of the Directors and chief executives of the
Company had any other interests and short positions in any shares,
underlying shares or debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) which were
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions of the SFO), or
which were required, pursuant to Section 352 of the SFO, to be entered in
the register referred to therein, or which were required, pursuant to the
Model Code of the Listing Rules.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND/ OR SHORT POSITION IN
SHARES AND UNDERLYING SHARES OF THE
COMPANY

As at 31 March 2020, so far as was known to the Directors, the following
persons/entities (other than the Directors or chief executive of the Company)
had, or were deemed to have, interests or short positions in the shares or
underlying shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or which were recorded in the register required to be kept by the Company
under Section 336 of the SFO were as follows:

Capacity/
Name of Shareholder nature of interest
JBe 3¢ 4 Sty WEA B
HNA Aviation Investment Beneficial owner
Holding Company Ltd. JEETE] 2PN
(Note 1)
(B 3E 1)
HNA Aviation (Hong Kong) Interest of a controlled
Holdings Co., Limited corporation
U2 (Frits) Bk ZRET S FRE 45

AR

REPORT OF THE DIRECTORS
EHFHE

I TI7 20 B JRCREE S 0 A0 5 A E 2020 4F 3 A 31 H IR 4R
JE > ARG E] S PR T~ B RS s T K IR 2R B A 7
SN 418 T 7 AT AT 22 Bk > SICfl BB 5 ] 3 0 SO AR 2 B B
AT iy 2L Al o] 48 R0 22 B0 A S M BRI 2% - LR
W B A 2 WOAE ER 18 5% LA R A T Lo A AR AT HE
FIRT B EAS A W) 2 ey sk fif 55 - s AT BREF] -

B R B RATBON B ey ~ R B Ay K A
F7 v 2 M B 0 A B R 6 0 1 2 e i

202043 1 31 H > A 2% A 3 5 5 % BATEOA
B AR 2 ) m ECAR W v (5 28 L AE I B0 B e 5
XV ) ZATAT A ~ AR B A 073 B8 55 o A A T At
R 27 B0 B8 A0k 1) 25 XV T8 o5 7 K 8 0 S ZEA AR 2
A R B 38 BT 2 W f B ko (L 5 AR 4 i o T S B e 4l
A B SCHCE T B e 2 B 48 SR ) > BUR
PG I TN B I 2R 352 WRZRRC A G2 BT 45 2 IR 4%
M2 B A R A SO TR B P o A v < )
B RIAS 2y ) S 6 58 It 2 M BRI

2 22 e S B JL At N A 2 i i oy B A R i
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Approximately

percentage of

Number of shareholding in

shares our Company

A AR 2y ] JBe HE 1y

ety ¥ H BEAE 4

129,372,494 74.96%
(long position)
129,372,494 Ji&
(475

129,372,494 74.96%
(long position)
129,372,494 1
(52
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Name of Shareholder
JB 44 1%

HNA Tourism (International)
Investment Group Co., Ltd.

TR AR 3E (R % ) 43 4 13
HIRAF

HNA Tourism International
(Hong Kong) Co., Limited
IR B B GRS A IRA A

HNA Tourism Group Limited
07 i e 2 B A PR ]

HNA Group Co., Ltd.
AL A F AT BR A W

Hainan Traffic Administration
Holding Co. Ltd.
18 SR IRA A

Tang Dynasty Development
(Yangpu) Company Limited
TP B (T ) A7 R )

Hainan Province Cihang
Foundation

BEEENA RS

China Huarong Asset Management Co., Ltd.

(Note 2)
r (o8] 2 7 A A R A PR )
(B &E2)
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Capacity/

nature of interest

L/ 1N

Interest of a controlled
corporation

52 ) 2 L

Interest of a controlled
corporation

2 o I R A

Interest of a controlled
corporation

32 A ] % PR A i

Interest of a controlled
corporation

ST U P e A

Interest of a controlled
corporation

2 A i 2k P A i

Interest of a controlled
corporation

2 P2 o R A

Interest of a controlled
corporation

S A il % P i

Security interest

LA i

Number of
shares

Jiety % H

129,372,494
(long position)
129,372,494 i
(F8)

129,372,494
(long position)
129,372,494 /i
(55

129,372,494
(long position)
129,372,494 i
(55

129,372,494
(long position)
129,372,494 i
()

129,372,494
(long position)
129,372,494 i
(hF £

129,372,494
(long position)
129,372,494 /i
(T

129,372,494
(long position)
129,372,494 /i
()

129,372,494
(long position)
129,372,494 JIk
(5 7)

Approximately
percentage of
shareholding in
our Company

A AR 2 ) B HE 1Y

BEA T 2 b

74.96%

74.96%

74.96%

74.96%

74.96%

74.96%

74.96%

74.96%



Notes:

1. HNA Aviation Investment Holding Company Ltd. is a wholly owned
subsidiary of HNA Aviation (Hong Kong) Holdings Co., Limited which
is owned as to 51.28% by HNA Tourism (International) Investment
Group Co., Limited. HNA Tourism (International) Investment Group
Co., Limited is a wholly owned subsidiary of HNA Tourism International
(Hong Kong) Co., Limited. HNA Tourism International (Hong Kong)
Co., Limited is a wholly owned subsidiary of HNA Tourism Group
Limited (“ 78 L ik 7% £& [ A L A 7). HNA Group Co., Lid. owns
69.96% of HNA Tourism Group Limited (“ ¥ flil iR 7% 5 [ A PR 7 7).
HNA Group Co., Ltd. is owned as to 70% by Hainan Traffic
Administration Holding Co. Ltd.. Hainan Traffic Administration
Holding Co. Ltd. is owned as to 50% by Tang Dynasty Development
(Yangpu) Company Limited. Tang Dynasty Development (Yangpu)
Company Limited is owned as to 65% by Hainan Province Cihang
Foundation.

To the best of the Directors’ knowledge, information and belief, Cihang
Sino-Western Cultural and Educational Exchange Foundation Limited
after 31 August 2018 directly held 100% shareholdings of Pan-American
Aviation Holding Company which in turn directly held 98%
shareholdings of Tang Dynasty Development Company Limited which in
turn directly held 35% shareholdings of Tang Dynasty Development
(Yangpu) Company Limited* (2 JH85 % () A FRAH) .

2. According to the disclosure of interest notice filed by China Huarong
Asset Management Co., Ltd. on 26 February 2020 (“CHAM Notice”),
Option Best Holdings Limited (“Option Best”) held direct interest in
129,372,494 underlying Shares and is a wholly-owned subsidiary of
Linewear Assets Limited (“Linewear Assets”). Linewear Assets is a wholly-
owned subsidiary of Huarong International Financial Holdings Limited
(“HIFH”). HIFH is owned as to 51% by Camellia Pacific Investment
Holding Limited (“CPIH”). CPIH is a wholly-owned subsidiary of China
Huarong International Holdings Limited (“CHIH”). CHIH is held as to
11.90% by Huarong Zhiyuan Investment & Management Co., Ltd.
(“HZIM”) and as to 88.10% by Huarong Real Estate Co., Ltd. (“HRE”).
Each of HZIM and HRE is a wholly-owned subsidiary of China Huarong
Asset Management Co., Ltd.. Accordingly, Linewear Assets, HIFH,
CPIH, CHIH, HZIM, HRE and China Huarong Asset Management
Co., Ltd. are deemed to be interested in the underlying Shares held by
Option Best by virtue of the provisions of the SFO.

Save as disclosed above, as at 31 March 2020, the Directors were not aware
of any other persons/entities (other than the Directors and chief executive of
the Company) who had interests and short positions in the shares or
underlying shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO
or which were recorded in the register required to be kept by the Company
under Section 336 of the SFO.

* for identification purpose only
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RETIREMENT SCHEMES

The Group has made pension scheme contributions and Mandatory
Provident Fund scheme. Particulars of these retirement schemes are set out
in note 2 and note 9 to the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the directors of the Company as at the date of this
annual report, the Company has maintained the prescribed public float
under the Rules Governing the Listing of Securities on the Stock Exchange
of Hong Kong Limited (the “Listing Rules”).

COMPETITION AND CONFLICT OF INTERESTS

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

PERMITTED INDEMNITY PROVISION

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

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

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

During the year ended 31 March 2020, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any of the Company’s listed
securities.

TAX RELIEF AND EXEMPTION

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

PRE-EMPTIVE RIGHTS

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

CORPORATE GOVERNANCE REPORT

Details of the Group’s corporate governance practices can be found in the
Corporate Governance Report contained on pages 23 to 36 in this annual report.
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COMPLIANCE WITH LAWS AND REGULATIONS

To the best knowledge of the management, the Group has complied with
the relevant laws and regulations that have significant impact on the
operations of the Group during the year ended 31 March 2020.

AUDIT COMMITTEE

This annual report and the financial results of the Group for the year ended
31 March 2020 have been reviewed by the Audit Committee. The Audit
Committee has also discussed matters with respect to the accounting policies
and practices adopted by the Company, risk management and internal
control systems with senior management members of the Company.

CLOSURE OF THE REGISTER OF MEMBERS

To determine the eligibility of the shareholders of the Company to attend
the annual general meeting to be held on 30 July 2020, the register of
members will be closed from 27 July 2020 to 30 July 2020, both days
inclusive, during which period no transfer of shares will be effected. In order
to be entitled to attend and vote at the annual general meeting, all transfer
forms accompanied by the relevant share certificates must be lodged with the
Company’s Hong Kong branch share registrars, Tricor Investor Services
Limited, Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong,
for registration not later than 4:30 pm on 24 July 2020.

ANNUAL GENERAL MEETING

The annual general meeting will be held on 30 July 2020. Shareholders should
refer to details regarding the annual general meeting in the circular of the
Company and the notice of meeting and form of proxy accompanying thereto.

AUDITORS

Crowe Horwath (HK) CPA Limited (“Crowe Horwath”) retired as the
auditor of the Company upon the expiration of its term of office with effect
from the conclusion of the annual general meeting of the Company held on
10 August 2017. PricewaterhouseCoopers (“PwC Hong Kong”) was
appointed as the auditor of the Company following the retirement of Crowe
Horwath.

The consolidated financial statements of the Group have been audited by
PwC Hong Kong, who will retire and, being eligible, will offer themselves
for re-appointment at the forthcoming annual general meeting of the
Company on 30 July 2020.

By order of the Board

LI Neng
Chairman

Hong Kong, 18 June 2020
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ABOUT THE REPORT

This is the fourth Environmental, Social and Governance ("ESG Report”) of
Hifood Group Holdings Co., Limited ("Hifood” or the “Group”) (Stock
code: 442), presenting its management approach and performance on
environmental and social aspects.

The Group’s Board of Directors (the “Board”) acknowledges its
responsibility to ensure the integrity of this report. The Board confirms that
it has reviewed and approved the report which, to the best of its knowledge,
addresses the material topics and fairly presents their ESG management
approach and performance.

Reporting Guideline

The reporting principles of Materiality, Quantitative, Balance, and
Consistency underpinned the preparation of this ESG report. This report
has been prepared in compliance with the ESG Reporting Guide set out in
Appendix 27 to the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (HKEX). Data in this report has been
checked and analysed to explicate year-on-year changes and is presented in a
way that allows for meaningful comparison. This report is published in both
Chinese and English. In case of any discrepancy between the two versions,
the English version shall prevail.

Reporting Period and Scope

The report covers the performance of the Group’s manufacturing and sale of
jewellery products business. The data and narrative information included in
this report represents the Group’s performance from 1 April 2019 to 31
March 2020. Quantitative environmental data during this reporting period
cover operations in China also. Both the quantitative environmental data
and social and environmental narrative include operations in both Hong
Kong and China.

Feedback

The Group has taken into consideration the interests of its stakeholders to
the greatest extent possible in compilation of this report. Your thoughts and
feedback regarding what you would like to be incorporated in future reports
are welcome. Please contact us at:

Address: Unit 3701-09, 37/F, Two International Finance Centre,
8 Finance Street, Central, Hong Kong

Tel: +852 2627 7088

Fax: +852 2363 8787

Email: enquiry@ktl.com.hk
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

ESG MANAGEMENT APPROACH

Being a leading provider of fine jewellery, Hifood understands its
responsibility of not only providing the best products and services to its
customers, but also protecting the environment and social interests. With
systematically formulated policies and practices, we have been gradually
integrating ESG aspects into our daily operations. The Board, supported by
different business units of Hifood in Hong Kong and China, have the
ultimate responsibility of overseeing the Group’s ESG policies and
performance. The collaboration between various parties is coordinated by
the Human Resources and Administration (‘HR”) Department.

Customer-oriented
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Innovative
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BRBE IR

Environmental Protection

The Group is committed to
minimising its environmental
impacts through a series of
energy and resources
conservation measures. We
prioritise waste recycling in
our production plants. We
closely monitor emissions to
ensure that they are in strict
compliance with relevant
regulatory standards. We
continue to implement
green-office initiatives, raising
the awareness of employees on
environmental protection.
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Product Responsibility

The Group has been striving
to deliver high quality
jewellery products and
services. To ensure product
quality, we adopt an ISO
9001:2015 certified quality
management system and have
in place a set of comprehensive
quality assurance procedures
and stringent supplier
selection criteria. We maintain
effective communication with
our customers so as to

maintain a high level of

customer satisfaction.

AR 4% R R
FE i B IRES o TR EE
BE > ®MFEAISO
9001:201 VR R
> Wik —EL2mE
R SR A AL
QI o RAEE S
SO > MEERF
HERFIR R 7K

52  Hifood Group Holdings Co., Limited ¥ i3 £ 4 ] #% Jit 47 Fl 2 )

Talent Management

NF &P

The Group is committed to
providing employees with a
safe and healthy working
environment. We offer
competitive remuneration
packages to attract and retain
talents. We highly respect each
individual and strive to
promote diversity in our
workplace. We offer
appropriate and diversified
training and opportunities,
enabling our employees to

excel and grow with the

Group.
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Stakeholder Engagement

The Group acknowledges the importance of listening to concerns of
stakeholders, meeting their expectations, and balancing their interests in
maintaining sustainable business development. We communicate with
internal and external stakeholders through various engagement channels to
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identify their issues of concern.

Investors and

Employees Customers The Government Community Shareholders
& & ®F B b [ Bl FH R
Concerned Topics
B 7
¢ Training and development ¢ Product quality * Employee protection ~ *  Helping people in need ¢ Corporate governance
Sl Bk E i B 1§ B fr it HOAREAL P
*  Occupational health and safety *  Business cthics *  Operational risk
Tk f S % & [HESiER A R
*  Remuneration * Business operation
B By
*  Workplace discrimination *  Disclosure
Wiy B i
Engagement Channel
S HYIE
¢ Labour union and Equality * Product advertisement ¢  Compliance with laws ¢ Support charity e Annual General
Working Group and exhibitions and regulations organisations Meeting
T DU TR/ TEE fin B I R B8 LSRN 25 SRR E ALK AR AE R
¢ Intranet and monthly newsletter ¢ Feedback from *  Annual Report and
TR 40 e 5 e front-line employees public announcement
* Mailbox AR 0 EL B S o & S YNNG
A *  Company website *  ESG report
*  Year-end appraisal 23 4 BRET AL RER
FERE o
e Company website
YNGR
OUR ENVIRONMENT FAM B BR 5%

To maintain sustainable business development, Hifood is committed to
continually improving its environmental management and minimising its
environmental impacts.

Environmental Management

Acknowledging the environmental impacts of its production operations in
China and office-based operations in Hong Kong, the Group is committed
to consistently monitor its operational processes to ensure strict compliance
with relevant laws and regulations' in the People’s Republic of China
("PRC”). The management of the Group has the overall responsibility of
assuring that environmentally friendly and resources conserving practices are
incorporated into the Group’s daily operations. We advocate recycling,
ensure compliant emissions and implement green initiatives in our offices to
improve the environmental performance of operations in both our offices
and production plant.

! Please refer to the section headed Laws and Regulations for environment-

related laws and regulations.
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To the best of our knowledge, the Group was not aware of any non-
compliance with the relevant laws and regulations that have a significant
impact on the Group relating to air and greenhouse gas emissions, discharges
into water and land, and generation of hazardous and non-hazardous waste
during the year under review.

Resources Consumption
Energy

Business operations of the Group consume resources including energy, water
and packaging materials. During the year under review, we extended the
collection of environmental data to include our operations in China.

The Group’s total direct and indirect energy consumption comprised of
177,556.36 litres of petrol for vehicle use and 132,779.80 kWh of purchased
electricity respectively during the year under review. The total energy
consumption was about 6,137.05 Gigajoules (“GJ”), with petrol being the
major component which contributed more than 92% of total energy
consumption. The total energy intensity was approximately 197.97 GJ/
person during the year under review.

The Group’s greenhouse gas (‘GHG”) emissions include direct emissions
from fuel consumption (Scope 1) and indirect emissions from the use of
electricity (Scope 2). During the year, the total GHG emissions were 542.27
tonnes of carbon dioxide equivalent (“tCO,e”), with Scope 1 and Scope 2
emissions accounting for approximately 87% (472.28 tCO,e) and 13%
(69.99 tCO,e) respectively. The emission intensity was approximately 17.49
tCO,e/person.

Energy Consumption (GJ)
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‘Water Resources

During the year under review, the Group consumed approximately 4,051.57
m? of municipal water for both domestic and production use, with an
intensity of approximately 130.70 m*/person. The Group did not have any
issue in sourcing water that is fit for the purpose.

Packaging Materials

The Group consumes paper materials for finished products packaging.
During the year, a total of 669.35 kg of paper packaging materials were used.
No plastic packaging materials were used.

Resources Conservation
Green Office — Let's GO

The Group has stepped up efforts for promoting conservation of energy and
resources. We have continued to participate in “Let’s Go”, a green office
scheme designed by a consulting firm, for our office-based operations in
Hong Kong. By adopting a series of energy and resources saving initiatives,
we have integrated environmental sustainability into our daily operations.

Under the scheme, an on-site assessment was conducted to evaluate our
environmental performance of our office. Stickers and posters were provided
and posted at prominent positions to raise employees’ awareness of the need
for environmental protection and for promoting development of greener

habits.

BRBE - o KA G

A ] AR B A 2&%%1{%%%£’J4051574757|@ﬁkﬂﬁﬁﬁ
IKAEAE T A R > A9 55130703207 K N o

A T T TR TT] /KR AR A B T 2 T L 91 ) A o

(28T
R B B R EL R B I AR AR AR © AR > M 3t
116693528 JT AR EL AR o 7 M fil I SORHEL AT R

BRI
BRI AT — Rk 22 ]

A5 B 095 55 7 4 0 PO 4 20 S 20 (3 - A 9
RERROSERNRBRASH AU | X
025 ) e 0 M6 ) < B — 1 40 Bl
. 51 R s« S 9 R0 008 R A F
Hekm g -

MRPEZTTE] > RATOIHEA BB R R B Z B 54 -
FAM A 2 AL E’Jﬁﬁﬁfﬁ&/@iﬁﬁﬁﬁﬁﬁﬁ/\ﬁﬁﬁﬁuﬁ DL
ﬂgﬁ/ﬁkfﬂ‘ﬁﬂfﬁﬁﬁﬁ B M HE B R B R R IR AR Y
BE o
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Air Conditioning

e Used Grade 1 (the most efficient)
electrical appliance
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Emission Control
Air Emissions

The Group’s air emissions are generated from petrol combustion by private
vehicles in operations in Hong Kong and China. During the year under
review, the Group emitted SOx, NOx and particulate matter amounting to
2.61 kg, 141.12 kg and 10.39 kg respectively.

The process of polishing of jewellery in our plants in China emit fumes. We
have in place a baghouse and desulphurisation device to remove particles and
neutralise acidic sulphuric gases before discharge. During the year under
review, we appointed a qualified third party to conduct air pollutant
emissions test and inspection to ensure we comply with the Level 2 standard
of Integrated Emission Standard of Air Pollutants of the PRC.

Air Emissions (kg)
KRB (AF)

2.61
10.39
B SOx NOx
mEfly ARy

Effluent

Wastewater generated by the Group consists of domestic sewage and
production sewage. To ensure the sewage discharge meets the regulatory
standard, we test it half-yearly to ensure it meets the requirements of the
permit obtained from the Guangzhou government. Through careful and
close monitoring of effluent discharge, we strive to conserve precious water
resources and ensure no hazardous effluents are discharged into the

neighbourhood.

To reduce water consumption and wastewater discharge, we recycle water
used in production processes and use it for purposes like washing gypsum
moulds. A small amount of effluents containing metal particles and colorants
is generated, which is collected by a specialised service provider for recycling.

To ensure we meet the emissions standards of domestic water discharge in
public utilities, facilities for a three-level treatment are in place to remove
more than 80% of pollutants from sewage such as oil, scrap and organic
compounds. We also reuse wastewater for cooling the central air-
conditioning system.
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Waste

Production processes of the Group generate hazardous waste such as organic
solvents, acidic and alkaline waste. A licensed waste collector has been
appointed to handle the waste. To prevent leakage and nuisance, hazardous
waste is separately stored and carefully transported. Records of collection and
transfer of hazardous waste are maintained for inspection. We conduct
annual reviews of performance of the contractor, to guarantee the validity of
license and consistency of the service throughout the contract period.

The Group has implemented a series of measures for reducing waste
generation, including recycling of old furniture, adopting social media for
promotion instead of paper-printing and having four different kinds of
recycling bins for metals, paper, plastics and glass in the office.

Since our office in Hong Kong has been moved to our parent company’s
office, data on waste is not available as office garbage is handled by the
management office. Also, no record on waste generation was maintained in
our operations in China.

Noise Management

We are conscious of the noise pollution generated from our production
plants. Shock absorbers and sound insulation systems have been installed for
noise reduction. The local noise monitoring unit conducts audits on ad hoc
basis, ensuring the noise level remains within limits.

Plant Site Greening

We care about the ecological environment within and outside the production
base and continue to strengthen our efforts for further greening. Striving to
provide clean air to the production sites and the community nearby, we have
appointed professional personnel for taking care of the plants and foliage.

R~ dE KRGS

JE R

SR I PR R AR A E B - A R
i~ BRVE SRR FEY) o FAM 2S5 R B S Ui SR
N F IR TEY) o BB 1k R o A E R
SEAF TR /N R o AP OR B A R S R W B
RS RC B LA o FRAM AR AE R PR LR AR BL > D
R AR 5 40 300 TR0 o R ) A 2 D R RS 4 — Bt o

AR B E T — AR S D B S R A R
BLAE [l i B AR AR - bR A S B R AR R AT BN AT
EAY SR ko B YRR (] A [ A (R - AR
i - BB R ) o

R A F A F B B AR IHAE
WA VR S B B S Y R > TR T s I
HE B B ST I o A o A S AR e IR A S R
B A A 9% S0 7 AR AR R B

WA B

FAM B 1 AR E RS A MR TS e o FRAM 2 2
A IR AR A LA R IR R T o b R ) R 4%
A DUAEAT B A% AR PR W A K S AE 55 A FR 7 o
1A

JFe ik £k AL

FRAM B o A 7 R oA A B A REER B - NI A AR A 5
TP 5L FAM O ZREEEN - IR > 550
Tt P T R PR AT A [ £ B TR 2 5 o

2020 Annual Report 4 & i it 57




ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

B - da R RS

OPERATIONAL EXCELLENCE

Hifood is dedicated to achieving excellent quality. The Group is stepping up its
efforts to maintain an effective quality management system and communicate
with customers to improve its product and service quality continuously.

Product Quality

Delivering high-quality jewellery products to customers is the utmost
priority of the Group. Maintaining high standards of product quality, the
Group’s production site is certified with ISO 9001:2015 management
system. An Organisation for Quality comprising the board of directors,
deputy chief executive officer, sales and marketing department, operational
department and administration department has been established to monitor
and manage the production process. Annual evaluation is conducted to
ensure the effectiveness of the management system.

Board of Directors

EHE

Deputy Chief

Executive Officer

LR I

7 12X Ty P B e e A o AR S [ IE B 5 ) HE T
A RCH) B 2B B o 3l LT A LA B
JE i RR B A

EamE R
MAEFMEEREE AR EREREE - R
P e R AREBNAEE THhE RSO
9001 : 2015 HIl Rl - WHE B T HEFG - &l
TTIECHARE ~ Bl R TITS5 T ~ A5 0 S AT G AL AR
HOR A4, - LIRS SRR AT TR T - AR e g A
HEATRRAG > DARECR A BB R A AL -

Sales and Operational Administration
Marketing Department Department Department
S R Tl sk B BT &Y
Organisaion of Quality

Employees are required to obtain certifications to ensure they have acquired
the necessary technical skills for production of high quality jewellery. Quality
checks are conducted at different production stages, including inspection of
raw materials, semi-finished products and finished products. The Group has
formulated standard procedures for quality assurance processes. To ensure
the raw materials meet the Group’s standards and requirements, all raw
materials including gems, diamonds and precious metals are inspected before
use in production. At the same time, classification and grading of raw
materials are done with reference to the Chinese national standards issued by
the Standardisation Administration of China. Two-level quality checks are
done in every quality assurance process; products are examined twice by
different inspectors. Unqualified products are returned to the production site
for correction. The products must pass all the quality inspections before they
are put up for sale in the market.
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To the best of our knowledge, the Group did not contravene any relevant
laws and regulations? that have a significant impact on the Group relating to
health, safety, privacy advertising, labelling and privacy matters relating to
products and services provided and methods of redress during the year. Our
business does not involve advertising and product labelling. Therefore, these
aspects had no significant impact on our operations.

Enhancing Customer Satisfaction

For continuous improvement in our business and ensuring customer
satisfaction, it is of paramount importance to collect customers’ opinions.
The Group has standardised the customer complaint handling procedure to
ensure customers complaints are handled in a timely and effective manner.
The Sales Department is responsible to liaise with the customers while
relevant departments such as the Quality and Production Engineering
Department are responsible to investigate complaints to ensure product
quality. After investigation, rectification or preventive measures are taken
when necessary.

The Group has also formulated a product recall handling procedure to
ensure products are recalled effectively and efficiently when the situation so
demands. Recalled or unqualified products are inspected by the Quality and
Production Engineering Department, and they are repaired when necessary
to ensure that all products are up to standard.

Supply Chain Management

Hifood maintains product quality by managing its supply chain in a strict
manner. During the year under review, the Group engaged with a total of 49
suppliers, of which 39 are located in Mainland China. The Group regularly
conducts market research on diamonds, gems and semi-precious stones and
collects quotations from companies for price evaluation.

We are committed to procuring raw materials such as polished diamonds
and services from suppliers under a fair, ethical and equitable screening
process. Suppliers are evaluated according to a series of supplier selection
criteria including price, product and service quality, delivery performance,
quality consistency and competitiveness. Raw
materials are procured from legitimate suppliers
who meet the Group’s supplier selection criteria.
Semi-annual assessment is conducted to review the
suppliers’ performances. Suppliers with
unsatisfactory performances are removed from the
Group’s supplier list.

Supplier Distribution
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Please refer to the section headed Laws and Regulations for product
responsibility-related laws and regulations.
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Data and Intellectual Property Rights Protection

The Group is committed to ensuring data security and privacy of its
customers, suppliers and employees. Disclosure of any confidential
documents of the Group without permission is strictly prohibited and
employees remain responsible for confidentiality after termination of
employment also. Employees must consult their supervisors or department
managers to seek advice when handling confidential information. The
Group also respects intellectual property rights; employees must not engage
in infringement of intellectual property rights of third parties. To prevent
data leakage, the Group has formulated policies and regulations relating to
information security to ensure cybersecurity. For instance, installation of
unauthorised software in the Group’s computers is prohibited.

Business Ethics

The Group upholds high standards of integrity and honesty by strictly
prohibiting all forms of corruption including bribery, extortion, fraud and
money laundering. To maintain integrity in the workplace, anti-corruption
policies have been developed to address corrupt behaviours.

Codes of Conduct relating to anti-corruption are stipulated in the Group’s
employee handbook. The Group also provides guidelines for employees to
handle potential conflicts of interest and offers of advantage. Employees
must report to their supervisors and the HR Department when they receive
monetary or non-monetary benefits such as festive gifts or promotional gifts
from external parties that cannot be rejected. To prevent conflicts of interest,
employees are required to make a declaration to the Group when there is a
potential for conflict of interest between the Group and relevant

stakeholders.

The Group has established a whistleblowing policy to encourage stakeholders
to report any suspected cases of corrupt behaviour to the internal audit
committee and the HR Department verbally or through various channels
including email, staff mailbox and 24-hour recorded message hotline. The
identity of the whistle-blower is kept confidential. All reported cases are
reviewed and investigated independently by internal audit committee, and
the committee is responsible for preparing a detailed report after the
investigation. Cases involving criminal offenses or corrupt behaviour are
transferred to the local government departments for further investigation.
Allegations of fraud, violation of the Group’s standards and retaliation
against the whistle-blower are subject to disciplinary actions.

To the best of our knowledge, the Group did not contravene any relevant
laws and regulations® that have a significant impact on the Group relating to
bribery, extortion, fraud and money laundering during the year under
review. The Group was not involved in any corruption cases during the year
under review.

3 Please refer to the section headed Laws and Regulations for anti-

corruption-related laws and regulations
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OUR PEOPLE

People are regarded by the Group as important assets. The Group is committed to
providing a fair and safe workplace to employees, offering development and
training opportunities, as well as protecting their rights and benefits.

Employee Profile

As at 31 March 2020, the Group employed 31 full-time staff, of which 22
employees are based in mainland China. The ratio of male to female
employees is 52:48. Regarding age, 81% of our staff are aged 31-50 and
13% are aged above 50. Among the employees, 16% are managerial staff and
84% are general staff.

Employee Profile, by Gender
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During the year under review, the overall employee turnover rate and new
hire rate were 42% and 16% respectively. Detailed distributions of employee
turnover and new hire rate by age and gender are presented in the graphs

below:

Turnover and New Hire Rates by Age
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Employee Rights and Welfare

The Group is committed to providing a workplace free from harassment and
one that treats all employees with dignity and respect. Regulations covering
aspects such as remuneration, recruitment, promotion, working hours and
equal opportunities are in place to protect employees’ rights and benefits.

To the best of our knowledge, the Group did not contravene any relevant
laws and regulations” that have 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 during the year under review.

Talent Recruitment

The Group has stipulated guidelines for human resources management such
as recruitment and employment processes in the employee handbook.
Employees are selected based on a set of criteria including qualifications,
work experience, education level and personal characteristics. The Group
evaluates employees” work performance, attitudes and other key performance
indicators on an annual basis. Promotion, position and salary adjustment are
decided with reference to these appraisals.

Please refer to the section headed Laws and Regulations for labour-
related laws and regulations.
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‘Welfare and Benefits

Employees contribute greatly to the Group’s growth and development. The
Group appreciates their support and hard work by providing comprehensive
benefits to employees. Employees’ remuneration is determined according to
the market conditions and employees’ performance, qualifications and
experience.

Apart from statutory benefits, remuneration packages covering welfare and
benefits such as healthcare, maternity and paternity leave, gifts on festive
occasions and birthday and marriage leave are provided to attract and retain
talents. In addition, annual health checks are provided to employees in
China; 23 employees were entitled to the annual health checks during the
year. For protecting employees from safety risks, the Group also purchases
social insurance and labour insurance for employees. The Group recognises
and rewards staff with outstanding performances with salary and bonus
system under its general framework. The system is reviewed on an annual
basis. Long service award and bonus are awarded to employees who have
served the Group for more than 5 years to appreciate their continuous
contributions.

Equal Opportunity and Diversity

The Group strives to ensure there is no discrimination against any employee
or job applicant on the basis of gender, nationality, disability, age, skin
colour, race and family position. Employees who have been subject to
discrimination or any form of harassment are encouraged to report their
cases to their supervisors or the HR Department. The Group investigate the
case promptly and carry out corrective measures if the allegations are
confirmed. An Equality Working Group has been established in China to
monitor the implementation of anti-discrimination policies and handle
relevant grievances.

Employment Standards

Labour rights are protected according to local laws and regulations and
hiring of child and forced labour is strictly prohibited in the Group. To
prevent illegal recruitment, the Group ensures all newly recruited employees
are over 16 years old by checking their identification documents and labour
contracts are signed based on mutual agreement between the Group and
employees.
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During the year under review, the Group was not aware of any non-
compliance of relevant laws and regulations® that have a significant impact
on the Group relating to prevention of child and forced labour. There were
no reported cases of child or forced labour during the year.

Employee Relations

The Group attaches great importance to mutual communication with
employees. We engage with employees through various communication
channels including intranet and monthly newsletters to update employees
with the Group’s latest policies and development. Our open-door policy
encourages employees to share their ideas and comments on product designs
and policies with the HR Department via staff mailbox. Safeguarding the
legal rights and interests of employees, labour union and women workers’
committee are established to mediate labour disputes.

Training and Development

Hifood strives to support training and development of employees for
realisation of their potential to the fullest and to foster the Group’s long-
term and continuing development. The Group identifies training needs of
employees with reference to their performance in the annual assessment,
helping them perform better within their roles.

According to the development needs of the Group and employees” feedback,
the HR department organises in-house training covering topics such as
technical knowledge, management skills and stone jewellery classification, to
equip employees with the necessary skills and knowledge and continuously
improve their performances. All newcomers are required to attend internal
and external training so that they can understand their responsibilities and
work procedures. Managerial staff is responsible to conduct the internal
training and share their experiences with participants.

The Group also provides training opportunities for young talents in jewellery
making industry by collaborating with Panyu Vocational Training Center.
We continue to assign trainers to conduct training courses on fine jewellery
design and professional systems and provide technical support.

5 Please refer to the section headed Laws and Regulations for labour-
related laws and regulations.
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Occupational Health and Safety

Employees’ safety is one of the Group’s top priorities. The Group is
committed to providing a safe and healthy workplace for its employees to
reduce injury risks. Safety management and training systems and procedures
are in place to minimise safety hazards in the workplace. During the year
under review, there were no cases of work-related accidents and there were 0
lost days recorded; the Group did not record any case regarding work-related
fatalities.

To the best of our knowledge, the Group did not contravene any relevant
laws and regulations® that have a significant impact on the Group relating to
the provision of a safe working environment and protection of employees
from occupational hazards during the year under review.

Safety and Emergency Management

To ensure compliance with relevant laws and regulations, the Group has put
in place a production safety management policy and occupational hygiene
management organisation for monitoring its operations and processes.
Annual safety evaluation is led by the HR Department and it is also
responsible for monitoring the usage of personal protective equipment. The
persons-in-charge of the production units are responsible for the
implementation of safety practices and the provision of safety education to
employees.

For emergency management, the Group has established an emergency
handling group headed by the HR Department for managing natural and
man-made accidents such as fire, flooding and chemical leakage. Emergency
plans include emergency preventive measures and handling procedures.
These are formulated to ensure timely and effective handling of emergencies.

Production Safety

During fine jewellery production such as casting, polishing and gold-filling,
our employees may be exposed to a number of safety hazards. For
minimising production safety hazards, several safety measures are
implemented at the workplace. Personal protective equipment including
gloves, masks and eye protectors are provided to protect the employees
against the safety hazards.
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Please refer to the section headed Laws and Regulations for health and
safety-related laws and regulations.
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Safety Measures

Third-party safety evaluation is regularly conducted to identify the risk of
exposure to poisonous materials, high temperature and emissions of dust and
noise. Corrective measures are taken when any potential or existing risks are
discovered. Monetary rewards and penalties are handed out to the
responsible personnel based on their performance on managing safety issues.

Occupational health checks are provided to employees annually, and the
Group has also created an occupational health monitoring profile for each
employee to monitor their occupational health. If occupational health risk is
detected, medical treatment is provided to the employee and corrective
measures are taken in the workplace if necessary.

Safety Training

To ensure workplace safety and promote safety awareness, the production
safety management policy of the Group stipulates provision of safety training
to newcomers, temporary workers and transferees to ensure all employees
possess the necessary knowledge on safety issues. All newcomers are required
to complete safety training, ensuring that they are equipped with knowledge
of occupational health and safety and correct usage of personal protective
equipment. After the training, they must pass the assessment before
discharging their duties. Safety training is provided to existing employees in
different operational units regularly.

Considering that the Group’s operations involve technical manufacturing
procedures, relevant employees are required to undergo professional safety
training and obtain the requisite certificate for the ability to operate specific
machines assigned to them. The Group also invites government
organisations to deliver safety education training to managerial staff and
person-in-charge of occupational health regularly.

COMMUNITY INVOLVEMENT

Upholding the value of “taking from society and giving back to society”, the
Group is committed to contributing to the communities by way of charitable
donations. During the year, the Group made donations to support epidemic
prevention as well as elderly care in Mainland China. Moving forward, the
Group will continue to fulfil its social responsibility by supporting the
communities where it has operations.
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LAWS AND REGULATIONS

In response to each ESG aspect, the Group has established and implemented

LR
S REBR - AL AR AR > AL &
B vt A ] B 7 i (490 RO B B A ) o DAHE PR T

respective management approach, for example policies and initiatives, to

ensure the compliance with all applicable laws and regulations. The list of

applicable laws and regulations is as follows:

Applicable Laws and Regulations

3 i

YRR T BRI A BOA R BT

Section/Remarks

TRk

Emissions e Environmental Protection Law of the PRC OUR ENVIRONMENT
ik e N R LN R B O — Environmental
¢ Law of the PRC on the Prevention and Control of Environment Pollution Management

Caused by Solid Wastes
rhaE N\ [ SR [ [ A R TS Y R TR 1
Water Pollution Prevention and Control Law of the PRC

g N RN R K5 e B 1

AR ER T — BRI
b}

The Environmental and ¢ Energy Conservation Law of the PRC OUR ENVIRONMENT
Natural Resources rh e N\ [R5 4 RE VR VA — Environmental
BERRAGIR Management
AR RS — BRI
BL
Employment and *  Employment Ordinance OUR PEOPLE —
labour standards A 95 16 451 Employee Rights and
1 008 % 55 T * Labour Law of the PRC Welfare, Employment
SR N T ey PN Standards

Law of the PRC on the Protection of Persons with Disabilities
RN B R (B B N\ fR R

Race Discrimination Ordinance

T e A A A6 191

Sex Discrimination Ordinance

A Il 5 A4 A6 £91)

Family Status Discrimination Ordinance

FRE iy (LI A A0k 191

M BT — B B
it SAR A~ A 24 )
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Applicable Laws and Regulations

30 B i L
Health and Safety *  Law of the PRC on the Prevention and Control of Occupational Discases
fl B % & HhHE N RN B E R Bl 16 15

*  Work Safety Law of the PRC
e N PR B 22 4 A i v

Product Responsibility ¢ Registered Designs Ordinance
7S dh AT AT M SMBLE Hve 1]

*  Trade Marks Ordinance
A P 191
e Patent Law of the PRC
rh e AR B A
*  Chinese National Standards issued by the Standardisation Administration of
China
B R AL A R 2 5 A 14 ol [ R

Anti-corruption *  Prevention of Bribery Ordinance

KRG By 1L i i A £91

68

*  Anti-unfair Competition Law of the PRC

H 3 N R AN I S AN T
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Section/Remarks
Rk

OUR PEOPLE —
Occupational Health and
Safety

FAM Ay B T — B (e
e A

OPERATIONAL
EXCELLENCE —

Product Quality
L — R R

OPERATIONAL
EXCELLENCE —
Business Ethics

LR — A
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PERFORMANCE DATA SUMMARY BB

2020
—

Workforce Total Headcount 31
Demographics AN
1 5 & st By Region
¢ i 8 ) 73
Hong Kong 9
i
Mainland China 22
o B R
By Age
TR B 7Y
<30 2
31-50 25
251 4
By Gender
A 73
Male 16
Ftk
Female 15
E/8ed
By Position Level
A o A )
Management staff 5
EHREE T
General staff 26
—HBAT
By Employment Type
A R L 3
Full-time 31
B
Part-time 0
el
Employee Turnover Rate 42%
B B A
Employee New Hire Rate 16%
[V PN ES
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Health and Safety Work-related injury 0
B R B2 4 T4
Number of injured employees 0
2R 5\
Lost days due to work-related injury 0
P TR BB
Work-related fatalities 0
TAEBRIET A

Supply Chain Supplier Distribution

Management 3/ gl

3 R g 4 B Hong Kong 10
Mainland China 39
HH B P 3

Environment Resources Consumption

B BRI FE
Electricity (kWh) 132,779.80
B (T F)
Petrol (Litre) 177,556.36
Al ()
Total energy consumption (GJ) 6,137.05
ABEURIHFE (TIREEHY)
Energy intensity (GJ/person) 197.97
REVR AL (TIREH,N)
Water (m?) 4,051.57
7K (277K )
Water intensity (m?/person) 130.70
FKERE (LK, N)
Paper (kg) 669.35
(AT
Plastics (kg) -
TR (A7)
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Emissions

Py

GHG Emissions

i 28 SRR Bk
Scope 1: direct carbon emission (tCO,e) 472.28
i — - EHEER PR (M R b )
Scope 2: indirect carbon emission (tCO,e) 69.99
R R (M R b )
Total (tCO,e) 542.27
A (W AR =)
GHG intensity (tCO,e/person) 17.49
L3 SRR PRk B (W AR RN

Air pollutants

2 A5 )
Sulphur oxides (kg) 2.61
ALY (&)
Nitrogen oxides (kg) 141.12
REAL (A )
Particulate matter (kg) 10.39
WEPERERL (8 T)

Hazardous waste (Tonnes) —
HEBEEY) (M)

Non-hazardous waste (kg) _

EBEEY) (N )T)

Community Donation (HKD) 87,779
pin ' B (s IT)
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HKEX ESG CONTENT INDEX
KPIs Stock Exchange ESG Reporting Guide Requirements
[ S A8 46 WA P BB ~ AL & R4 5 B
A. Environmental
A B
Aspect Al: Emissions
JET AL : HEig
General Disclosure Information on:
— P (a) the policies; and

(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, and

generation of hazardous and non-hazardous waste.

A BB S SRR D~ K e R PRS- A R B Y

A

@ B R

(b) ZESTHHEEAT AN A HR R AR B A BB A R o

KPTAL.1 The types of emissions and respective emissions data.

BHSEAUSCE R ALY PR TS R R B P g

KPIAL.2
B SEBURAR IR A2

Greenhouse gas emissions in total (in tonnes) and, where
appropriate, intensity (e.g. per unit of production
volume, per facility).

12 SRR AR P AR (LAMERY3T) e (lnsl i) 2 B2 (i
DAt BB - IR ) o

KPI Al1.3 Total hazardous waste produced (in tonnes) and, where
B AR R ALS appropriate, intensity (e.g. per unit of production
volume, per facility).

I EE AT B AR (LIMERH D) B (T ) 4%
JE (DU FE R~ TR D)

KPI Al.4 Total non-hazardous waste produced (in tonnes) and,
PSSR AL where appropriate, intensity (e.g. per unit of production
volume, per facility).

T A A B S AR (LAMERH D) & (g ) %
JE (UnLAF i A ~ RIHEIE R o

KPTALS5 Description of measures to mitigate emissions and results
B AR R ALS achieved.

ol e AR R o O e R P AT AR
KPI AL.6 Description of how hazardous and non-hazardous wastes
B AR AR ALLG are handled, reduction initiatives and results achieved.

it SEPRAT S M RSN U5~ W A
HAHER At % T A R
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TR - e RERNEET

Section/Remarks

TRk

OUR ENVIRONMENT
—Environmental
Management

TAI BT — BRI
H

OUR ENVIRONMENT
—Emission Control

A BB — PERE
il

OUR ENVIRONMENT
—Emission Control
A B BT — Pk
il

OUR ENVIRONMENT
—Emission Control
A BREE — Pk
il

OUR ENVIRONMENT
—Emission Control
A BR BT — Pk
il

OUR ENVIRONMENT
—Emission Control
AW BREE — P
il

OUR ENVIRONMENT
—Emission Control
A BREE — P
il
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KPIs Section/Remarks

ik

Stock Exchange ESG Reporting Guide Requirements
B2 P BREE ~ A KA 5 M

bR S 384 B

Aspect A2: Use of Resources
JE hi A2 ¢ B IR

General Disclosure

— i

materials.

Policies on the efficient use of resources, including energy, water and other raw

AT E VR (GG RETR ~ 7K BOHAU R AR Y BOR

KPI A2.1
B ATEE A1

KPI A2.2
BRI BULE R A2.2

KPIA2.3
B SEBUR R IR A2.3

KPI A2.4
B BRI A2.4

KPIA2.5
B S BURIR R A2.5

Direct and/or indirect energy consumption by type (e.g.
electricity, gas or oil) in total (kWh in ’000s) and
intensity (e.g. per unit of production volume, per
facility).

HFURB S 0 BLHE B,/ o M HE RE VR (A0 78~ SRalith)
RFER (L8 T FCRe 53 ) B B (A DA g 7
AL~ FFIHBERTH)

Water consumption in total and intensity (e.g. per unit
of production volume, per facility).

BFE/KE ROR B (D g B B0 ~ AR IH B AT
B o

Description of energy use efficiency initiatives and results
achieved.

il 2t L7 P A0 0 B T A IR o

Description of whether there is any issue in sourcing
water that is fit for the purpose, water efficiency
initiatives and results achieved.

Tl SRICE T KR _E Al AR AT > DLRAR T
K g w ) B B AR @

Total packaging materials used for finished products (in
tonnes) and, if applicable, with reference to per unit
produced.

B R T AL MR I A (DA ) B (i )
WA EREAE

Aspect A3: The Environment and Natural Resources

JETH A3 ¢ BREER KA

General Disclosure

— MK #E

natural resources.

Policies on minimising the issuers’ significant impact on the environment and

TR AT N BR IR B R IR U P KRG B R

KPI A3.1
B AR 1R A3.1

Description of significant impacts of activities on the
environment and natural resources and the actions taken
to manage them.

il ST 0 B B T KA B IR A E R E  E
PRIUE LA B2 B0 AT -

OUR ENVIRONMENT
—Resources
Conservation
MR — BRI
i

OUR ENVIRONMENT
—Resources
Consumption
MRS — B IRTH
bia

OUR ENVIRONMENT
—Resources
Consumption

M IEREE — BIRTH
FE

OUR ENVIRONMENT
—Resources
Consumption

LM EREE — B IRTH
bia

OUR ENVIRONMENT
—Resources
Consumption

FAM I ER BT — BRI
big

OUR ENVIRONMENT
—Resources
Consumption

A BB — EUH
e

OUR ENVIRONMENT
— Noise Management,
Plant Site Greening

FATAY R BT — W
L~ g AL

OUR ENVIRONMENT
—Noise Management,
Plant Site Greening
MRS — W&
B~ [ A
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KPIs

A i A3 4R B

B. Social

B.AL 1

Aspect B1: Employment
JE T B1 : 1R

General Disclosure

— A R

Stock Exchange ESG Reporting Guide Requirements
B2 IR BE ~ A R ARG R TIRE

Information on:

(a) the policies; and

(b) compliance with relevant laws and regulations 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.

A7 BRI B A~ SIS BT - TARRR - R PAERE - 2ol -

AR L B HABA 8 R AR A -

(@) B K

(b) ST HEAT A AR R BN AT B R S BB R o

KPIBI1.1 Total workforce by gender, employment type, age group

PSR AGE R BL.L and geographical region.

FPER - AR REEUR ~ AR B ALR B [ 2 (9 R B

M-
KPI B1.2 Employee turnover rate by gender, age group and
PSS B2 geographical region.

TR ~ SF 1A A K 86 ) 0 6 4R R JS L o

Aspect B2: Health and Safety

JE T B2 : fil R B4 4

General Disclosure

— A R

Information on:

(a) the policies; and

(b) compliance with relevant laws and regulations that have a significant impact
on the issuer

relating to providing a safe working environment and protecting employees from

occupational hazards.

A BRI 2 A T AR BRI R AR P Al B SIS M A T 1

(a) BOK ;s R

(b) ST SHEEAT AN A H R R BB AR B A B BB A R o

KPI B2.1 Number and rate of work-related fatalities.
BstAUEERE B2l R TARBRR M SE T N B -

KPI B2.2 Lost days due to work injury.

Bt RUEE B2 I TAGHEA TAEH S -

KPIB2.3 Description of occupational health and safety measures
B A E B B2.3 adopted, how they are implemented and monitored.

22 T DR A 1 e B2 R o D O B
FT BB EE DTk -
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Section/Remarks

Tk

OUR PEOPLE —
Employee Rights and
Welfare

FeAmy & T — f§ B HE
it R A58

OUR PEOPLE —
Employee Profile

FM i B L — 8 B 8%
ot

OUR PEOPLE —
Employee Profile

M & T — i B
it

OUR PEOPLE —
Occupational Health and
Safety

Ty B T — Bkl
JFESL % &

OUR PEOPLE —
Occupational Health and
Safety

A iy B T — B
R B2 B

OUR PEOPLE —
Occupational Health and
Safety

T B T — Bk
L2 4

OUR PEOPLE —
Occupational Health and
Safety

FAM Ay B T — B (e
REBLL: A
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Stock Exchange ESG Reporting Guide Requirements
B2 P BREE ~ A KA 5 M

Aspect B3: Development and Training

Ji& 1 B3 B KA
General Disclosure

— i

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

A7 B AR TR BB AT AR T A0 Tl B B RE LR o SR RIS ) o

Aspect B4: Labour Standards

J& i B4 ¢ 55 T HI
General Disclosure

— i #E

Information on:

(a) the policies; and

(b) compliance with relevant laws and regulations that have a significant impact
on the issuer

relating to prevention of child and forced labour.

A By 1E 2 RS 55 T

(@ BUR: K

(b) ST EFERAT N A T B AR B 1 B LB B O

KPI B4.1

B SUBAE B B4.1

Description of measures to review employment practices
to avoid child and forced labour.

il iAot AL 1 B L e G B T R 45 T

Aspect B5: Supply Chain Management

JE& i B5 ¢k ME g A Bl

General Disclosure

— B4 R

Policies on managing environmental and social risks of the supply chain

B LS B Y B0 A R RO

KPI BS.1
B S BURR 1 BS.1

Number of suppliers by geographical region.
Fie o I ) 2y B PR RE R #H o

KPI B5.2
B S BUHAR 1R BS 2

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

A0 AT B A e RO RRLA 1) EL AT A B A 0
RO BERERS ROE ~ DA BRI R A T S B Tk

BRBE - o KA G

Section/Remarks

ik

OUR PEOPLE —
Training and
Development

Fm) B T — B9l &
193

OUR PEOPLE —
Employment Standards
Ty B T — fR 4 e
H

OUR PEOPLE —
Employment Standards
FA i B T — R e
Hij

OPERATIONAL
EXCELLENCE —
Supply Chain
Management

L — (R
H

OPERATIONAL
EXCELLENCE —
Supply Chain
Management

o — (R
B

OPERATIONAL
EXCELLENCE —
Supply Chain
Management

R — U
B
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KPIs

bR i A3 4R B

Aspect B6: Product Responsibility
JE T BG6 : 7 i B AT

General Disclosure

— R

76

Information on:
(a) the policies; and

Stock Exchange ESG Reporting Guide Requirements
B2 Bk 8L ~ A R ARG R IIRE

(b) compliance with relevant laws and regulations that have a significant impact

on the issuer

relating to health and safety, advertising, labelling and privacy matters relating to

products and services provided and methods of redress.

A7 T T AR B i A AR F e R B 22 2 ~ RO - AR R FARE S LA A L

(b) S BHEAT A AT H RSB AR B A R S BB A R

TiH

(@ BUK: K&
KPI B6.2

A S A AU AR A BG.2
KPI B6.3

S A AR A BG.3
KPI B6.4

A S A AR A BG4
KPI B6.5

S SR I BG.5

Number of products and service related complaints
received and how they are dealt with.

TR A 1 i B RS 00 £ i DL R R ik

Description of practices relating to observing and
protecting intellectual property rights.

il B A 5 R I Rk HEE A BRI A0 o

Description of quality assurance process and recall
procedures.

it A AR T IR o

Description of consumer data protection and privacy
policies, how they are implemented and monitored.
T 2 BRI R R FARREOR > DL R B AT
LB gETT i o
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Section/Remarks

Tk

OPERATIONAL
EXCELLENCE —

Product Quality
L — R R

OPERATIONAL
EXCELLENCE —
Enhancing Customer
Satisfaction

HBEE — AT
ip=y; 3
OPERATIONAL
EXCELLENCE — Data
and Intellectual Property
Rights Protection

o — R B
il 2 R
OPERATIONAL
EXCELLENCE —
Product Quality

S — R
OPERATIONAL
EXCELLENCE — Data
and Intellectual Property
Rights Protection

R — BR S
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KPIs Stock Exchange ESG Reporting Guide Requirements Section/Remarks

bR S 384 B B2 P BREE ~ A KA 5 M ik

Aspect B7: Anti-corruption

JE T B7 : R BTG

General Disclosure Information on: OPERATIONAL

— B % % (a) the policies; and EXCELLENCE —
(b) compliance with relevant laws and regulations that have a significant impact Business Ethics

on the issuer EHES T — P
relating to bribery, extortion, fraud and money laundering.

A7 BB LRSS ~ B3R~ R Rt AR R Y -

(@ BOR: K

(b) BESFRIERAT AN A R B BE R R R -

KPIB7.1 Number of concluded legal cases regarding corrupt OPERATIONAL

BA S AU B7.1 practices brought against the issuer or its employees EXCELLENCE —
during the reporting period and the outcomes of the Business Ethics
cases. LB R — T S

% MEE 2 B0 A S AT A B AR B  e f C  A5
TG AE A RARRARE R o
KPIB7.2 Description of preventive measures and whistleblowing OPERATIONAL
B S SR AR BT .2 procedures, how they are implemented and monitored. EXCELLENCE —
20 I R it S B Y > DA B B AT R B Business Ethics

Jrik e L I — TSR T
Aspect B8: Community Investment
JE I BS : At [ B
General Disclosure Policies on community engagement to understand the needs of the communities COMMUNITY
— ik % where the issuer operates and to ensure its activities take into consideration the INVOLVEMENT
communities’ interests. i 2 Bt
A B DA [ 22 B T R B AT N T (e AL I 5 AN AR S G B & %
JE AL I 4 Y BORE
KPI B8.1 Focus areas of contribution (e.g. education, COMMUNITY
B BEAE SR A B8 environmental concerns, labour needs, health, culture, INVOLVEMENT
sport). A 168 25 B

BOEE RS (0T - BIRHE  STER - 2
B 3fe - #EE) -

2020 Annual Report 4 & i it 77




INDEPENDENT AUDITORS’ REPORT
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o
pwc

To the Shareholders of Hifood Group Holdings Co., Limited
(incorporated in the Cayman Islands with limited liability)

OPINION
‘What we have audited

The consolidated financial statements of Hifood Group Holdings Co.,
Limited (the “Company”) and its subsidiaries (together the “Group”) set out
on pages 85 to 167, which comprise:

. the consolidated statement of financial position as at 31 March 2020;

. the consolidated statement of profit or loss and other comprehensive
loss for the year then ended;

. the consolidated statement of changes in equity for the year then
ended;

. the consolidated statement of cash flows for the year then ended; and

D the notes to the consolidated financial statements, which include a

summary of significant accounting policies.

Our opinion

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31 March
2020, and of its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly prepared
in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

B TR 52 B A PR 2 ) SR
(s B 8 T8 oy 5 S 9 AT PR 22 D)

=37

M OFAE

AR TSR A R A A (T AR ) B H W JE 2 A
(AR 1) SRR S 85 2 167 HMAR G MBS IE - &
1

. R 20204E3 31 H 4R & BRI E

. AR H LR RS 4 B H A A T R 1R
%5

. BEwz H ILF R AR A MR SR B 3%

. BWEZH ILFENGEBERER &

o AREMEEGERME > O EEETERME -

P A 2=

BMBE > ZEHEA M RRCREEG A
& ([ &€ ) BEAR 0 CGE S I A 11D
(I 7 5 B 765 S 155 Y6 ) ) B0 T P oy L s e 1 A )
72020453 H 31 H W& & BBk M 2= 5% A 1k
FENGEMBE R G AEERE > I EEE
5 CON AT ) 1 5 2 0 B 2 o el o

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
Tel: +852 2289 8888  Fax: +852 2810 9888, www.pwchk.com
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report.

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

Independence

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.

INDEPENDENT AUDITORS’ REPORT
38 S A W e o

BRERAKE

B R

FAM O AR B8 7 U R & A A 7 ol o Y D)
(T A a1 ) AT At o BAMAE %5 HEH) TR
PEETTAE AR A [ % B 0 o 1A 1 A 5 K
PR TAE ] 30 A — 2B B -

FAARGE > FAM T HETS (Y IR R HE UL R
Ty BAM B 7 AR (B o

13 3 1

AR A U R A 1) R g 2 <y D
(TPRND) > BB L i AR M 3 OB AT 7 I P A
M REITAE -
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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

IoF 3 2 it o5

B G 7 o R ARR TR B S - B A
TH] &34 BB 3R 0 R w5 7 A RO o T L6 IR
T A A AR I R M L LR AT
R o A GBS e IH R B R -

opinion thereon, and we do not provide a separate opinion on these matters.

A key audit matter identified in our audit is related to revenue recognition.

Key Audit Matter
R g st g0

Revenue Recognition: Sales of goods

Wesh iR - &

Refer to Note 2.21 Revenue Recognition and Note 5 to the
consolidated financial statements.

W27 A WP B IR AR M 5k 2.21 Wi as R S MRS o

During the year ended 31 March 2020, the Group has recognised
revenue from sales of goods of approximately HK$154 million.
32020473 1 31 H IEAFBE - BRI AR £ fih 8 45 i a4
154 F1 BTG

Revenue is recognised when the Group satisfies a performance
obligation by transferring the control of promised goods to a
customer, which is usually at the date when the Group has delivered
the goods to the customer and the customer has accepted the goods.
A A S R B 5 P L BT ST IR > DS B 42
PR AG R 5 I o % R S BRI D B B HR S
W B il o

We focused on this area due to the large volume of sales transactions
generated from different customers in different locations during the
year, and thus significant time and resources were devoted in this
area.

FAM B 3% SRR o 7 T AR 45 B R ] 3t [ 1) AR T 2% 5 2 AR K
LS RIAE % SEAAR A T R A e ) S R

Wi i T R TE FRAM 1) % w1 A 2 b R A B SR S R T R
I -

How our audit addressed the Key Audit Matters

FRAM 2 e B R S 0

We understood, evaluated and tested management’s key controls in
respect of the Group’s sales transactions from the approval of sales
contract or sales order, sales recording, through to reconciliations with
cash receipts, goods delivery notes, customers’ receipt notes and
records of each sales details and approval over sales return.

FeMPE S 2l o8 B T A At - B RLER - SHE R 2 E
el ~ B ST SR B AR g S 4 R B R DA
B AR (0] P AL S 55 T TR A A S L R S A I
28 T W Bl s e o)

We understood and evaluated the revenue recognition policy of the
Group by reviewing the sales contracts entered into with the
customers and discussing with management.

FRAM 200 A A T A I B 5 T A 5 () LA B R AR T o
T M DA R Al B R A i A R BOR o

We conducted testing of revenue transactions covering different
locations and customers, on a sample basis, by examining the relevant
supporting documents, including sales orders, sales invoices, goods
delivery notes, customers’ receipt notes and bank statements for cash
receipts. In addition, we confirmed selected trade receivables balances
with the customers as at the end of reporting period. The items tested
were selected on a sample basis by considering the amount, nature
and characteristics of the customers.

FRAM 25308 Feh AR AR B SR SO (R B 1 w8~ SR B
BT R~ % IR S B i i SRAT A B ) IR 25 R [R]
Mol T B 5 B AT I AR 28 S AT Bl o BEAN o AT ik i 30
R B 5 e 8 R FA) B2 0 B WACRK LA B o DIRIH H Y i 2%
B PR RO - VR RO B PR -
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KEY AUDIT MATTERS (CONTINUED)

Key Audit Matter (Continued)
P 4 2 it 0H (A7)

INDEPENDENT AUDITORS’ REPORT
38 S A W e o

How our audit addressed the Key Audit Matters (Continued)
FeAM g st o B B i o0 (A

We also tested sales transactions that took place shortly before and
after the end of reporting period. We examined the corresponding
goods delivery notes, customers’ receipt notes and shipping
documents, to assess whether revenue was recognised in the correct
reporting periods.

FAM 7 B TS e SR AR B A I B 2 5 o A T
HERE B B2 it ST 2248~ B P R AN B LR > DURTAG R 5 7E
E TR ) 0 P R T i

We inspected the sales ledger after the end of reporting period to
identify significant sales return.

FAE R WIR AR T8 B BUR > DAREE SRS IR A -

Based on our audit procedures, we found the Group’s revenue from
sales of goods was recognised in a manner consistent with the Group’s
revenue recognition accounting policy and was supported by the
evidence that we gathered.

SR FAMA B R T > B EE A B AR A B 6 1 i o
i DL T AR A 1 i 4 R RO — B 3 UM A R R
PRFE
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OTHER INFORMATION

The directors of the Company are responsible for the other information. The
other information comprises all of the information included in the annual
report other than 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.

[y

B Ko Rk 18

oAt fz &
o F R AR B AR o AL B R
BT A 5 S (A BLAE A5 BB 4R 3R S AN A %
R o

TP 45 WA T R 2 1 LS R WS A L
PSS B 3 5 2 A T2 B i

A A B AR S B R A R > A A9 B B
RUHABAE B TR > B R HAL B B AR
VB o 2 R A A S A AR P BT T A DA TE
R B 28 D A7 1 B A S8 i R 19 D

SR A AT AR - AR IAM R S HA(E B AR
TE R SRR PR - FRA T Z % o RIS T T
T RA AL o

RESPONSIBILITIES OF DIRECTORS AND AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation of the
consolidated financial statements that give a true and fair view in accordance
with HKFRSs issued by the HKICPA and the disclosure requirements of the
Hong Kong Companies Ordinance, and for such internal control as the
directors determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to
liquidate the Group or to cease operations, or have no realistic alternative
but to do so.

The Audit Committee is responsible for overseeing the Group’s financial
reporting process.

%ﬁ&%%’r%ﬁ@?ﬁﬁﬁﬂd%%ﬁ%iﬁ%%%
H

T S S AR A o S A ) (R B
B JIL) B A s O R 1) W 48 3 450 U BB L 9
T AR A B R > 03 RR A A i B 5
i 22 ) SRR A AN A7 7E bl 7 SO TR B R T A Y K
R R BT R 1 P AT o B

TE SR A S SR IR > B 1 TR A 55 4R T R A
KB RORE Sy o TR TR UL 9 B A A AT TR
WZIE o DA R A A S B R R > PRJF A
G T R A AR A A A A R 0
(e

il 2z g/ A R B RN B R R -
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

. Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by the directors.

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

INDEPENDENT AUDITORS’ REPORT
38 7 A% BB o

[y
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G > SR A T UYL R IR T B S R A
o B 3 f5 ) ORI S  R AE AE
DUE - R B B4 S Bt v A K o
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. TP B A R 1 I RSP o LA R R A
FEREFP > {HF AYE 35 5 A F  w 2 ] 9 AT 2
PERERE R -

o APEEE TR T e ST BOR A 1 R AR e Rk
it AR Bl 4 i 14 45 BRAE o

o BE RN FRAUACE B At SR A A A
i > AR R BT B S TR o fEE S AR AE
BL 5Tl 19 LA B ) TR AN A A > AR T VT A
LB TSR B SR A R O B A TR REJE
W TRA 8 S A7 AR B E M > JI A 6 BEAE
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TE S UL AT A A SR A A RE R AR o
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. 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.

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

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

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with the Audit Committee, we determine
those matters that were of most significance in the audit of the consolidated
financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of
such communication.

[y

B Ko Rk 18

o FMAZS MBS HCRNERSIHO A AR
o BEENE > RS M HER S P R
W2z 5 F S IH o

o BLETAR M A A BT R R B ) B £ B AT
FER MG H 0 RS > DUEBER G B iRk
BREI - RME FTREMFE A I m - B
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At BRI PE - R AR B - AR R TE
A A R S A P A ] R R o

AR R E A EREY . $RMESH
(58] 98 SV P9 KL G8) 2 28 1R o I BB A 2 AT T
AE & 24w 8 5 R R A 8 ST ) P A e 4R R E
b IH - DLRAER A OLT - FEBR A B R i -

B T 22 B G ) FIE P A A P 4L A
SBEAC S A TS R A A R R S EE R o TR TR R
B TSI o BAMAE AL B A R S S I BR
T AR RN oA PR R 8 SO I > BTE L o 5
SLEOREOLS > A 5 B A AR FAM R b
TEU B R B TR A% ROH A E A R AR 4R o FRAM R E
ANELE i P A R A o

The engagement partner on the audit resulting in this independent auditor’s
report is Jack Li.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 18 June 2020
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE LOSS

Aoy AR AR B LAt 4 i s 4H %

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

2020 2019
2020 4 2019 4F
Notes HK$’000 HK$000
[ingE: Tt TFisoc
REVENUE & 4&5 154,038 219,286
Cost of sales B B A 9 (145,153) (191,839)
Gross profit B 8,885 27,447
Other income HAtg A 6 356 599
Selling expenses SR 9 (4,283) (21,362)
Administrative expenses AT BA 2 9 (25,269) (49,818)
Net impairment losses on financial assets G A 7 el (E G 4R I AR 33 (2,614) -
Other (losses)/gains, net HAth (518) Wi 25 15 %8 7 (43,462) 28,752
Finance costs A A 8 (941) (1,034)
Share of loss of a joint venture JEAK %88 Fl s R 17 (€] (27)
LOSS BEFORE TAX 3 8 i s 4 (67,336) (15,443)
Income tax expense P58 B 12 (358) (1,693)
LOSS FOR THE YEAR ATTRIBUTABLE A2\ %] Bt HE #5745 A JE Ak
TO THE EQUITY HOLDERS OF GN) |
THE COMPANY (67,694) (17,136)
LOSS PER SHARE FOR LOSS AAvEEBEERRRE A
ATTRIBUTABLE TO ORDINARY FE Al 5 1B 2 f9 B R -
EQUITY HOLDERS OF
THE COMPANY:
— Basic and diluted — LA HK$(0.39) HK$(0.10)
14 0.39) ¥ C (0.10) #5 70
OTHER COMPREHENSIVE LOSS HZ WIS FEH R
TO BE RECLASSIFIED TO PROFIT T e W ) L il %2 TG S 4H -
OR LOSS IN SUBSEQUENT PERIODS, k% BiJd
NET OF TAX
Exchange differences on translation of P [ A S E A Y T 5 2 %
foreign operations (1,511) (4,129)
OTHER COMPREHENSIVE LOSS AR N H il 2 T B IR FBRBEIE
FOR THE YEAR, NET OF TAX 1,511) (4,129)
TOTAL COMPREHENSIVE LOSS A I B RERE A N REA4E N
FOR THE YEAR ATTRIBUTABLE 2 i i 48 AR 8
TO THE EQUITY HOLDERS OF
THE COMPANY (69,205) (21,265)

The above consolidated statement of profit or loss and other comprehensive

loss should be read in conjunction with the accompanying notes.

DA #5045 $R i B Al 2 T s 4R 3R B2 ] B o — R 2
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

A IR DL

As at 31 March 2020
202043 H 31 H

2020 2019
2020 4 2019 4F
Notes HK$’000 HK$000
R 5 FioL Tt
NON-CURRENT ASSETS JE i By e
Property, plant and equipment LE N Y &L 15 4,721 4,372
Right-of-use assets 15 FHHE B e 16 1,009 —
Investment in a joint venture REEARZRE 17 105 113
Financial assets at fair value through N R A #5 2  RlE
profit or loss 18 16,720 16,189
Total non-current assets IF By MR 22,555 20,674
CURRENT ASSETS WEE E
Inventories pety 19 18,664 31,088
Trade receivables B 5 MES K IE 20 78,910 51,569
Prepayments, deposits and other receivables TEAT B ~ 2 4 M HAth WS OB 21 9,222 3,730
Financial assets at fair value through Fe s S RE AR i 2 4 il
profit or loss 18 152,201 -
Cash and bank balances 4 MR AT R iR 22 27,915 270,808
Total current assets T E A 286,912 357,195
Total assets B A 309,467 377,869
CURRENT LIABILITIES wE A
Trade and other payables B2 5 B oA JREAS 3K 23 19,725 28,515
Contract liabilities HHIALE 5 - 1,598
Borrowings ey 26 9,924 -
Lease liabilities HEAE 16 254 -
Taxes payables JREAS BT 145 245
Total current liabilities i A AR 30,048 30,358
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

B A BEIR DL

As at 31 March 2020
A 20204F3 H 31 H

2020 2019
2020 4 2019 4F
Notes HK$°000 HK$000
g T#oT THsoT
NON-CURRENT LIABILITIES Ik i By £ 15
Lease liabilities HEARE 16 814 -
Deferred tax liabilities R LTl T A K 27 299 -
Total non-current liabilities FE ) A A 1,113 -
Total liabilities A 31,161 30,358
EQUITY W 2s
Equity attributable to the equity holders AR A RAEREA N EAGRE 4
of the Company
Share capital i@ 24 863 863
Reserves Tttt 25 277,443 346,648
Total equity 4 AR 278,306 347,511
Total equity and liabilities Tt M B B AR 309,467 377,869

The above consolidated statement of financial position should be read in

conjunction with the accompanying notes.

The consolidated financial statements on pages 85 to 167 were approved by
the Board of Directors on 18 June 2020 and were signed on its behalf.

DA _E &5 BB IR DU 3R IR ] B 5k — A 2B

b B 85 £ 167 H

Hh L AR -

W R Bk 202046 H 18 H

Li Neng
Zhk

Director

#HH

Zhao Minhao
B

Director

#HH
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

A HE 2R SR )

For the year ended 31 March 2020

B 202043 H 31 HIE4F B

Attributable to the equity holders of the Company

A RS R # AR
Statutory Exchange
Share Share surplus Merger Capital ~ fluctuation Warrant Retained Total
capital premium reserve reserve surplus reserve reserve earnings equity
LER G SRIEWT B AR
A i Wl GOERRE EARRE ok Wl REEA G
HK$’000 HK$°000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
T#7 T#7 T#7 T#7 T#7 T#7 T#7 T#7 T#7
(note 24) (note 24) (note 25) (note 25) (note 25) (note 24)
(Wrak24)  (WeE24)  (WHak2s)  (WHeE2s)  (Wikik2s) (Wi ik 24)
Asat 1 April 2018 R2018%E 4 1H 863 122,787 7,685 1,940 105,366 762 2,470 126903 368,776
Loss for the year SEN R - - - - - - - (17,136) (17,136)
Other comprehensive loss for the year: FR B2
Exchange differences on R ST
translation of foreign operations PR R B 0 A - - - - - (4,129) - - (4,129)
Total comprehensive loss for the year A 9 2 i s 4R A A - - - - - (4,129) - (17,136) (21,265)
Transaction with owners in L ZNVRR 2N
their capacity as owners EITHR S
Profit appropriations to statutory reserves it 1|18 22 15 3 ff ffi - - 157 - - - - (157) -
- - 157 - - - - (157) -
As at 31 March 2019 201943 A31H 863 122,787 7,842 1,940 105,366 (3,367) 2,470 109,610 347,511
As at 1 April 2019 R2019% 4/ 1H 863 122,787 7,842 1,940 105,366 (3,367) 2,470 109,610 347,511
Loss for the year ER R - - - - - - - (67,694) (67,694)
Other comprehensive loss: Hib 2w :
Exchange differences on translation RSB AN TS E A 1Y
of foreign operations M o, 258 - - - - - (1,511) - - (1,511)
Total comprehensive loss for the year ENATHIERAH - - - - - (1,511) - (67,694) (69,205)
Transaction with owners in SR N DLICHER N Sy
their capacity as owners EATHRS
Profit appropriations to statutory reserves it A8 % i T - - 104 - - - - (104) -
Expiration of warrants PRI - - - - - - (2,470) 2,470 -
- - 104 - - - (2,470) 2,366 -
Asat 31 March 2020 1202043 7 31 H 863 122,787 7,946 1940 105,366 (4,878) - 44280 278,306

The above consolidated statement of changes

conjunction with the accompanying notes.

in equity should be read in
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CONSOLIDATED STATEMENT OF CASH FLOWS

MO ERREE

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

2020 2019
20204F 2019 4F
Notes HK$’000 HK$’000
O T Tt
CASH FLOWS FROM OPERATING A5 By B 15 Bl & i 4
ACTIVITIES
Loss before tax BB A s 1E (67,336) (15,443)
Adjustments for: R
Finance costs S A 8 941 1,034
Share of loss of a joint venture AL &8 2 Rl 17 8 27
Interest income FLEMA 6 (72) (96)
Gains on disposal of property, WY - R BGRH laR
plant and equipment 7 (786) (29,725)
Depreciation of property, plant and W2~ W BT
equipment 15 2,810 5,791
Depreciation of right-of-use assets g EITE 16 229 -
Werite-back of inventories to SO AE B 2 T S B
net realisable value 19 (922) (3,198)
Net impairment losses on financial assets 45 il E DB e 4 R 33 2,614 -
Impairment loss of property, plant and W2~ W KR A e 1
equipment 7 - 2,716
Fair value losses/(gains) on financial assets YN FUERF AR & 1 & UG E
at fair value through profit or loss A RfERER, (as) 7 45,321 (515)
Transaction cost for financial assets TN FUAEFT AR 25 1 4 4
at fair value through profit or loss G A 7 710 -
Gain on disposal of a subsidiary H P — [ o > ) ) i 7 (2,285) (259)
(18,768) (39,668)
Decrease in inventories FEEH D 13,167 21,189
(Increase)/decrease in trade receivables 5 REWCGKTE (B ) kb (31,656) 14,397
(Increase)/decrease in prepayments, TAA AR ~ 4 K HAD R
deposits and other receivables (), wb (5,586) 4,164
(Decrease)/increase in trade and other payables & 5 K HAth E AT R IE (), #8Hn (9,241) 913
(Decrease)/increase in contract liabilities G A ) e 117) 1,598
Cash (used in)/generated from operations s () s 4 (52,201) 2,593
Interest paid 2o FLE (121) (1,045)
Interest elements of lease payments TR AR5 (76) -
Interest elements of finance lease payments  Fil & AH B A+ 3k (19 235 43 - (213)
Income tax paid e AT TS (149) (2,285)
Net cash used in operating activities KB TEE) BT B4 A (52,547) (950)
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CONSOLIDATED STATEMENT OF CASH FLOWS

A Bl

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2020 2019
2020 4 2019 4F
Notes HK$’000 HK$’000
BiFE T#x AR
Net cash used in operating activities FLAEE ) i T B 46 54 (52,547) (950)
CASH FLOWS FROM INVESTING BRI By e 4 B A

ACTIVITIES
Interest received CFLE 72 96
Payment for financial assets at fair value AR A SR AR 11 1Y

through profit or loss 4 RE A R (198,053) -
Payment for transaction cost for financial AR AR AR 21 1

assets at fair value through profit or loss 4B BV 7 38 ) AR A R (710) -
DPurchases of property, plant and equipment  #§ E W - W MR (3,713) (3,910)
Proceeds from disposal of property, HEYIE ~ B BB

plant and equipment, net JIT A5 3 i R 1,285 47,909
Decrease in amounts due from a joint venture T A %5 {i 253 A I - 454
Net proceeds from disposal of a subsidiary HE A — [ A 2 ) P A5 R I TR AR 887 (53)
Net cash (used in)/generated from BEWE ) /B85 4 194

investing activities (200,232) 44,490
CASH FLOWS FROM FINANCING Flt 5 80 4 B v

ACTIVITIES
Proceeds from borrowings A BT A5 3 TE 10,710 24,313
Repayment of borrowings fE R e (786) (24,313)
Principal elements of lease payments TR B A R A 48 43 (168) -
Principal elements of finance lease payments il & FH B A5 R 1 2= 42356 43 - (1,977)
Net cash generated from/(used in) Rl 5 Eh B A, (T ) B4 A

financing activities 9,756 (1,977)
NET (DECREASE)/INCREASE IN CASH B4 K Bl &% (W4)

AND CASH EQUIVALENTS B g (243,023) 41,563
Cash and cash equivalents at beginning of year  4F )3 4 K 3 4 5 &Y 270,808 230,489
Effect of foreign exchange rate changes 471 T >4 538 1)y ) 52 2RE 130 (1,244)
CASH AND CASH EQUIVALENTS AT  4ERB & KB &%

END OF YEAR 22 27,915 270,808

Non-cash investing and financing activities disclosed in other note is:

. Acquisition of right-of-use assets — Note 16

The above consolidated statement of cash flow should be read in conjunction

with the accompanying notes.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

CORPORATE AND GROUP INFORMATION

Hifood Group Holdings Co., Limited (the “Company”) was
incorporated as an exempted company with limited liability in the
Cayman Islands on 6 June 2014. The registered office of the
Company is located at Clifton House, 75 Fort Street, Grand Cayman
KY1-1108, Cayman Islands. The Company was formerly known as
KTL International Holdings Group Limited and the name of the
Company was changed to its current name on 24 October 2017.

During the year ended 31 March 2020, the Company and its
subsidiaries (collectively the “Group”) were principally involved in
the manufacture and sale of jewellery products, sale of precious metals
and other raw jewellery materials and luxury watches.

In the opinion of the directors, the immediate holding company of
the Company is HNA Aviation Investment Holding Company Ltd.,
which was incorporated in the Cayman Islands. The ultimate
controlling company is HNA Group Co., Ltd., which was
incorporated in Hainan Province, the People’s Republic of China

(“PRC”).

Pursuant to a Deed of Appointment of Receivers dated 26 February
2020, Messrs. Lai Kar Yan (Derek) and Ho Kwok Leung Glen of
Deloitte Touche Tohmatsu were appointed as joint and several
receivers over the 129,372,494 ordinary shares held by HNA Aviation
Investment Holding Company Ltd. in the Company, representing
approximately 74.96% of the entire issued share capital of the
Company (the “Receivership”). For details of the Receivership and
the relevant updates, please refer to the Company’s announcements
dated 13 March 2020, 15 April 2020, 15 May 2020 and 15 June
2020.

The shares of the Company were listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on
11 March 2015 (the “Listing”).

The consolidated financial statements are presented in Hong Kong
dollars (“HK$”) and all values are rounded to the nearest thousand
except when otherwise indicated.

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

2w B 55 B R

AR S B A PR A R (TR A D) 4 2014 4F
6 7 6 F 75 Bl 2 1 5 vk M 07 2 0 S AT B
A o AN ] Y EE S R R Clifron House, 75
Fort Street, Grand Cayman KY1-1108, Cayman
Islands © A% 2 #] AJ A /% KTL International
Holdings Group Limited » A2 H i) £ F§ it 2017
10 A 24 H 8 5 H A4 7 -

AEE 202043 A 31 A IEFE » A0 7] K& H
JB ST (GURG [ARSEE ) EE R RE o Bk
HE M e E LS N HAERE R R
EEB T -

RS > AN FN BB W R B 2
B 5 M 557 1) HNA Aviation Investment Holding
Company Led. » T H d5c £ 24 7 Jy i vh 3 A
FOCANE (T Hp I ) ¥ v 8 A a7 ) A 4 1
AIRAF -

TRI520204F2 H 26 H W38 NZAT 5295 - 158 .
B I @ w TR A T % B o R e AR R fT ) R e A
M HNA Aviation Investment Holding Company
Led. A A2 Bl B A 19 129,372,494 1305 48 1t > 48
TAT B I & RS N BRI KA
A B A TIEAR 74.96% ([ 18 HE ) - A RTE
ERESANB T FER - W2 MANE A IS
202043 H 13 H ~ 20204F4 H 15 H ~ 20204F5
H 15 H % 202046 4 15 HI 2 ffi ©

AN A RO 2015 4F 3 H 11 A AE A 22 5
BT BR W] (TH22 7 1) T B ([ BT D) -

A MBHERLUET (L)) 85 BRAA K
WAL > BT BB DY S A 2 R T L -
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

92

CORPORATE AND GROUP INFORMATION

(CONTINUED)

Information about subsidiaries

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

Name

itk

KTL Jewellery Holdings
Group Limited
SRR A RA

KTL Brilliant Limited
SRR R A

KTL Management Limited
SAERA R

K.T.L. Development
Co., Limited
ZMEE AR

KTL (Guangzhou)
Jewellery Limited*
AN (R & f A BRA Al

Alan’s Jewellery Company Limited
TR AR

Guangzhou KTL
Jewellery Limited*

B T B A PR

KTL Jewellery Trading Limited
(“KTL Trading)

SAKEBHARAF
(=BT 5 )

KTL Jewellery Manufacturer
(Europe) Limited

Place of
incorporation/
registration

and business
ko
BB

British Virgin Islands
be B

Hong %O:;E

Hong I%ol;g

Hong I%i)lg

Mainland
China
K

Hong Kong
ik

Mainland
China
K

Hong Kong
ik

Hong Kong
ik

Issued
ordinary/
registered

share capital
CEATEN,
ERUTIZS

HK$1,950,009
1,950,009 i 7T

HK$100,000
100,000 i G

HK$10,000
10,000 #7C

HK$10,000
10,000 7 7C

HK$10,000,000
10,000,000 7 7T

HK$10,000
10,000 # ¢
HK$10,000,000

10,000,000 7 7T

HK$10,000
10,000 #J%

HKS$1
17T

Registered as wholly foreign-owned enterprises under PRC law.

Hifood Group Holdings Co., Limited i # % £ [ ¥ i A B 2 W

L 2wl REMER (4])
IR 7 i I 2 w1 4 R
YN EE TSR
Percentage of equity
attributable to the Company
A T A B B T 43
Direct Indirect Principal activities
HE M & ER-E 371
100 - Investment holding
- 100 Provision of car

rental service to
inter-group companies
li 4 F 79 2 7
R R R

- 100 Provision of
management services to

inter-group companies

1) 45 [ 7R3

R AR R

- 100 Investment holding
and provision of car

rental service to

inter-group companies

SR B o S B R A 7]

SRR S AR

- 100 Manufacture of jewellery
KHERE

- 100 Trading of jewellery
KERS

- 100 Manufacture and
trading of jewellery

- 100 Manufacture and
trading of jewellery

and investment holding

HHENE LR S

DB ALE

- 100 Trading of
jewellery

WS

* AR v i A 0 1 o A



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

CORPORATE AND GROUP INFORMATION
(CONTINUED)

Information about subsidiaries (continued)

The above table lists the subsidiaries of the Company, which in the
opinion of the directors, principally affected the results for the year or
formed a substantial portion of the net assets of the Group. As at 31
March 2020, the consolidated net assets value of all subsidiaries other
than the Company was approximately HK$113.6 million (2019:
approximately HK$130.0 million). To give details of other
subsidiaries would, in the opinion of the directors, result in excessive
length of particulars.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

This note provides a list of the significant accounting policies adopted
in the preparation of these consolidated financial statements. These
policies have been consistently applied to all the years presented,
unless otherwise stated.

2.1 Basis of preparation

(i)  Compliance with HKFRS and HKCO

The consolidated financial statements of the Company
have been prepared in accordance with all applicable
Hong Kong Financial Reporting Standards (“HKFRS”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and the disclosure
requirements of the Hong Kong Companies Ordinance

Cap. 622 (“HKCO).

(ii)  Historical cost convention

The consolidated financial statements have been
prepared under the historical cost basis, except for
certain financial assets and financial liabilities are
measured at fair value.

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

2w B SR BB R ()

IR 7% G 2 w1 1% R (A

LFEIURARA T Z AT > MEFERL > %
TG A ) A R SR AR R A TR R R i A
S B E A EEEY - 72202043 H31H >
W AR 23w LA BT A B B8 A ) ) 4 B Y 7 v
#155113.6 F B T (20194F 1 £9130.0 A &
JC) o FEEFR A > FEH A E A T 2 R
o BN ERARITTR ©

FRGFHBORBEE

A B RE AR (U — R B A A B LS A P R A
RMMERGFIBOR < BRIESHITIN > JAH
BABCHR © A6 IR 2R 4F B ERUBE A -

2.1  HmEIL U
() PR R R R A A R
15l

AN A SRS B RARIE RS &
FHARA € ([ B Er st imA & )
B BT A 708 ) A s TS R M R (T
W R A I ) B 622 TE (R
AT ([CEFHB N A ])
ESESF S5V TEO

() FESRRAE B

B B R AR R S AL AR R
P 23 SO (B R Y 2l 7 T <
FEBRSL -
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.

94

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.1

Basis of preparation (continued)

(iii)

New standards and interpretations already adopted

The Group has applied the following standards and
amendments for the first time for the annual reporting
period commencing 1 January 2019:

o HKFRS 16 Leases

. Prepayment Features with Negative Compensation
— Amendments to HKFRS 9

. Long-term Interests in Associates and Joint Ventures
— Amendments to HKAS 28

. Annual Improvements to HKFRS Standards 2015—

2017 Cycle

o Plan Amendment, Curtailment or Settlement —
Amendments to HKAS 19

. Interpretation 23 Uncertainty over Income Tax
Treatments

The Group had to change its accounting policies as a
result of adopting HKFRS 16. The Group elected to
adopt the new rules retrospectively but recognised the
cumulative effect of initially applying the new standard
on 1 April 2019. This is disclosed in Note 2.2. Most of
the other amendments listed above did not have any
impact on the amounts recognised in prior periods and
are not expected to significantly affect the current or
future periods.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

POLICIES (CONTINUED)

2.1

Basis of preparation (continued)

(iv)

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

2. ERGEHBORBE (5)

2.1 AL ()

New standards and interpretations not yet adopted (iv)

The following new accounting standards and

interpretations have been published that are not
mandatory for 31 December 2019 reporting periods
and have not been early adopted by the Group. These

standards are not expected to have a material impact on
the entity in the current or future reporting periods and

on foreseeable future transactions.

Amendments to HKAS 1 and HKAS 8

s et e I EE 1 5 A gt
ERE A LRI

Amendments to HKFRS 3

T v A 55 i HE )26 3 R B T AR

Revised Conceptual Framework

RAEHT IR HE L
HKERS 17
A A o T S 17 95

Definition of material

EWNIibyE

Definition of a business

ER) E 7

Revised Conceptual Framework
for Financial Reporting

OSSR A S AE 4

Insurance contracts

TRBg A &

G A BRAN AT AT ) R R

B EE i T 5 k20194 12 A 31 H #)
5 U D 7SI T o P A g w e
A R B AR AR [ AR R B AN 3
S UERN S R o FEUDTRE AT VE R AR R
T A AR R 1A ) S S B % T
TH R R G A TR o

Effective for annual
periods beginning
on or after

UL H sk

Z & PR

A I I A 3

1 January 2020
20201 H 1 H

1 January 2020
202041 A 1 H
1 January 2020

20201 H 1 H

1 January 2021
20214F1H1H
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.  SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.2

Changes in accounting policies

This note explains the impact of the adoption of HKFRS 16
Leases on the Group’s consolidated financial statements.

As indicated in Note 2.1 above, the Group has adopted
HKERS 16 Leases retrospectively from 1 April 2019, but has
not restated comparatives for the 2019 reporting period, as
permitted under the specific transition provisions in the
standard. The reclassifications and the adjustments arising
from the new leasing rules are therefore recognised in the
opening balance on 1 April 2019. The new accounting policies
are disclosed in Note 2.24.

On adoption of HKFRS 16, the Group recognised lease
liabilities in relation to leases which had previously been
classified as ‘operating leases” under the principles of HKAS 17
Leases. These liabilities were measured at the present value of
the remaining lease payments, discounted using the lessee’s
incremental borrowing rate as of 1 April 2019.

(i)  Practical expedients applied

In applying HKFRS 16 for the first time, the Group has
used the following practical expedients permitted by the
standard:

. applying a single discount rate to a portfolio of
leases with reasonably similar characteristics

. relying on previous assessments on whether leases
are onerous as an alternative to performing an
impairment review — there were no onerous
contracts as at 1 April 2019

. accounting for operating leases with a remaining
lease term of less than 12 months as at 1 April
2019 as short-term leases

. excluding initial direct costs for the measurement
of the right-of-use asset at the date of initial
application, and

. using hindsight in determining the lease term
where the contract contains options to extend or
terminate the lease.
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2.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.2 Changes in accounting policies (continued)

(i)  Practical expedients applied (continued)

The Group has also elected not to reassess whether a
contract is, or contains a lease at the date of initial
application. Instead, for contracts entered into before
the transition date the Group relied on its assessment
made applying HKAS 17 and Interpretation 4
Determining whether an Arrangement contains a Lease.

(ii)  Measurement of lease liabilities

Operating lease commitments disclosed as at
31 March 2019

Discounted using the lessee’s incremental borrowing
rate of at the date of initial application

Less: short-term leases not recognised as a liability

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

2. ERGEHBORBE (5)

2.2 EEFECREEH) (4])

() FrERAATRERL B ()
ASSE TR 2 BRSSO 1 IR
JBE I AR T S
B o Bum Atz - i I H AT ET
SERE RIS > A5 FARO
A e 2 17 58 e PR 4 R
TE PR A S A B AR R AL

(i) wHEAEAE

Asat 1 April 2019
201944 1 H

HK$000
THIC
201943 A 31 HI TR E
AN 241
5 R AR R B UCORE T H B 348 1
g e 235
W HERR By BUE R AL (235)

Lease liability recognised as at 1 April 2019

201944 1 AMERATHE A fE -

(iii) Measurement of right-of-use assets

The associated right-of-use assets for property leases
were measured on a retrospective basis as if the new
rules had always been applied. Other right-of use assets
were measured at the amount equal to the lease liability,
adjusted by the amount of any prepaid or accrued lease
payments relating to that lease recognised in the

statement of financial position as at 31 March 2019.

(iv)  Adjustments recognised in the statement of financial
position on 1 April 2019

As the Group used the practical expedients of short-
term leases, there was no financial impact as a result of

the change in accounting policy.

(i) whE B A

W SRR AR R P {6 R 7 238
FEVETE B 0 d0 0T R —
JH o JHEA (S P AR S AR S A FHL B
AR R > AR 201943
H 31 H BB AR DL 2 o R ) FHL R
A R B A AT T A e AL A
TR P -

(iv) 201944 A 1 B 16 B %R L = W
[RAOE B
P 7 A 42 (31 ) A ) e A L 5 ) T
TTREE ik WE T BUR S E A&
SFAHS E A R o
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.

98

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.3  Principles of consolidation and equity accounting

@@

(ii)

Subsidiaries

Subsidiaries are all entities (including structured
entities) over which the Group has control. The Group
controls an entity when the Group is exposed to, or has
rights to, variable returns from its involvement with the
entity and has the ability to affect those returns through
its power to direct the activities of the entity.
Subsidiaries are fully consolidated from the date on
which control is transferred to the group. They are
deconsolidated from the date that control ceases.

Intercompany transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of
the transferred asset. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Joint arrangements

Under HKFRS 11 joint Arrangements investments in
joint arrangements are classified as either joint
operations or joint ventures. The classification depends
on the contractual rights and obligations of each
investor, rather than the legal structure of the joint
arrangement. The Group has joint ventures.

Joint ventures

Interests in joint ventures are accounted for using the
equity method (see (iii) below), after initially being
recognised at cost in the consolidated statement of
financial position.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.3  Principles of consolidation and equity accounting
(continued)

(iii)

Equity method

Under the equity method of accounting, the
investments are initially recognised at cost and adjusted
thereafter to recognise the Group’s share of the post-
acquisition profits or losses of the investee in profit or
loss, and the Group’s share of movements in other
comprehensive income of the investee in other
comprehensive income. Dividends received or receivable
from associates and joint ventures are recognised as a
reduction in the carrying amount of the investment.

When the Group’s share of losses in an equity-
accounted investment equals or exceeds its interest in
the entity, including any other unsecured long-term
receivables, the Group does not recognise further losses,
unless it has incurred obligations or made payments on

behalf of the other entity.

Unrealised gains on transactions between the Group
and joint ventures are eliminated to the extent of the
Group’s interest in these entities. Unrealised losses are
also eliminated unless the transaction provides evidence
of an impairment of the asset transferred. Accounting
policies of equity accounted investees have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

The carrying amount of equity-accounted investments
is tested for impairment in accordance with the policy
described in Note 2.8.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.4

2.5

Separate financial statements

Investments in subsidiaries are accounted for at cost less
impairment. Cost includes direct attributable costs of
investment. The results of subsidiaries are accounted for by the
Company on the basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries is
required upon receiving a dividend from these investments if
the dividend exceeds the total comprehensive income of the
subsidiary in the year the dividend is declared or if the carrying
amount of the investment in the separate financial statements
exceeds the carrying amount in the consolidated financial
statements of the investee’s net assets including goodwill.

Segment reporting

Operating segments are reported in a manner consistent with
the internal reporting provided to the chief operating decision
maker.

The board of the Company has appointed a strategic steering
committee which assesses the financial performance and
position of the Group, and makes strategic decisions. The
steering committee, which has been identified as being the
chief operating decision maker, consists of the chief executive
officer, the chief financial officer and the manager for corporate
planning.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.6 Foreign currency translation

@@

(ii)

Functional and presentation currency

Items included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity
operates (‘the functional currency’). The consolidated
financial statements are presented in Hong Kong dollar
(HKS$), which is the Company’s functional and
presentation currency.

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates at the dates
of the transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions and
from the translation of monetary assets and liabilities
denominated in foreign currencies at year end exchange
rates are generally recognised in profit or loss. They are
deferred in equity if they relate to qualifying cash flow
hedges and qualifying net investment hedges or are
attributable to part of the net investment in a foreign
operation.

Foreign exchange gains and losses that relate to
borrowings are presented in the statement of profit or
loss, within finance costs. All other foreign exchange
gains and losses are presented in the statement of profit
or loss on a net basis within other gains/(losses).

Non-monetary items that are measured at fair value in a
foreign currency are translated using the exchange rates
at the date when the fair value was determined.
Translation differences on assets and liabilities carried at
fair value are reported as part of the fair value gain or
loss. For example, translation differences on non-
monetary assets and liabilities such as equities held at
fair value through profit or loss are recognised in profit
or loss as part of the fair value gain or loss and
translation differences on non-monetary assets are
recognised in other comprehensive income.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2020
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2.

102

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.6 Foreign currency translation (continued)

(i)

Group companies

The results and financial position of foreign operations
(none of which has the currency of a hyperinflationary
economy) that have a functional currency different from
the presentation currency are translated into the
presentation currency as follows:

. assets and liabilities for each statement of
financial position presented are translated at the
closing rate at the date of that statement of
financial position;

. income and expenses for each statement of profit
or loss are translated at average exchange rates
(unless this average is not a reasonable
approximation of the cumulative effect of the
rates prevailing on the transaction dates, in
which case income and expenses are translated at
the rate on the dates of the transactions); and

. all resulting currency translation differences are
recognised in other comprehensive income.

On consolidation, exchange differences arising from the
translation of any net investment in foreign entities, and
of borrowings and other financial instruments
designated as hedges of such investments, are recognised
in other comprehensive income. When a foreign
operation is sold or any borrowings forming part of the
net investment are repaid, the associated exchange
differences are reclassified to profit or loss, as part of the
gain or loss on sale.

Goodwill and fair value adjustments arising on the
acquisition of a foreign operation are treated as assets
and liabilities of the foreign operation and translated at
the closing rate.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.6  Foreign currency translation (continued)

(iv)

Disposal of foreign operation and partial disposal

On the disposal of a foreign operation (that is, a
disposal of the Group’s entire interest in a foreign
operation, or a disposal involving loss of control over a
subsidiary that includes a foreign operation, a disposal
involving loss of joint control over a joint venture that
includes a foreign operation, or a disposal involving loss
of significant influence over an associate that includes a
foreign operation), all of the currency translation
differences accumulated in equity in respect of that
operation attributable to the owners of the company are
reclassified to profit or loss.

In the case of a partial disposal that does not result in
the Group losing control over a subsidiary that includes
a foreign operation, the proportionate share of
accumulated currency translation differences are re-
attributed to non-controlling interests and are not
recognised in profit or loss. For all other partial
disposals (that is, reductions in the Group’s ownership
interest in associates or joint ventures that do not result
in the Group losing significant influence or joint
control), the proportionate share of the accumulated
exchange difference is reclassified to profit or loss.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.  SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (CONTINUED)

2.7 DProperty, plant and equipment and depreciation

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

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

Depreciation is calculated using the straight-line method to
allocate their cost or revalued amounts, net of their residual
values, over their estimated useful lives or, in the case of
leasehold improvements and certain leased plant and
equipment, the shorter lease term as follows:

o Leasehold land
. FHE T
o Buildings

. MTF

. Leasehold improvement

. HEYSEKE TR

. Furniture and fixtures

. B R E

. Office equipment and computers
. e B KB

. Plant and machinery

o DS Btkas

. Motor vehicles

. oa

The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at the end of each reporting period.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.7

2.8

Property, plant and equipment and depreciation
(continued)

Gains and losses on disposals are determined by comparing
proceeds with carrying amount. These are included in profit or
loss. When revalued assets are sold, it is Group policy to
transfer any amounts included in other reserves in respect of
those assets to retained earnings.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to
amortisation and are tested annually for impairment, or more
frequently if events or changes in circumstances indicate that
they might be impaired. Other assets are tested for impairment
whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss
is recognised for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs of
disposal and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash inflows which are largely
independent of the cash inflows from other assets or groups of
assets (cash-generating units). Non-financial assets other than
goodwill that suffered an impairment are reviewed for possible
reversal of the impairment at the end of each reporting period.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

29

Investments and other financial assets

@@

(ii)

Classification

The Group classifies its financial assets in the following
measurement categories:

. those to be measured subsequently at fair value
(either through other comprehensive income

(OC), or through profit or loss), and,
. those to be measured at amortised cost.

The classification depends on the entity’s business
model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses will
either be recorded in profit or loss or OCI. For
investments in equity instruments that are not held for
trading, this will depend on whether the Group has
made an irrevocable election at the time of initial
recognition to account for the equity investment at fair
value through other comprehensive income (FVOCI).

The Group reclassifies debt investments when and only
when its business model for managing those assets
changes.

Recognition and derecognition

Regular way purchases and sales of financial assets are
recognised on trade-date, the date on which the Group
commits to purchase or sell the asset. Financial assets
are derecognised when the rights to receive cash flows
from the financial assets have expired or have been
transferred and the Group has transferred substantially
all the risks and rewards of ownership.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.9 Investments and other financial assets (continued)

(iii)

Measurement

At initial recognition, the Group measures a financial
asset at its fair value plus, in the case of a financial asset
not at fair value through profit or loss (FVPL),
transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs of
financial assets carried at FVPL are expensed in profit or
loss.

Financial assets with embedded derivatives are
considered in their entirety when determining whether
their cash flows are solely payment of principal and
interest.

Debt instruments

Subsequent measurement of debt instruments depends
on the Group’s business model for managing the asset
and the cash flow characteristics of the asset. There are
three measurement categories into which the Group
classifies its debt instruments:

. Amortised cost: Assets that are held for collection
of contractual cash flows where those cash flows
represent solely payments of principal and
interest are measured at amortised cost. Interest
income from these financial assets is included in
finance income using the effective interest rate
method. Any gain or loss arising on
derecognition is recognised directly in profit or
loss and presented in other gains/(losses),
together with foreign exchange gains and losses.
Impairment losses are presented as separate line
item in the statement of profit or loss.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

29

Investments and other financial assets (continued)

(iii)

Measurement (continued)

Debt instruments (continued)

FVOCI: Assets that are held for collection of
contractual cash flows and for selling the
financial assets, where the assets’ cash flows
represent solely payments of principal and
interest, are measured at FVOCI. Movements in
the carrying amount are taken through OCI,
except for the recognition of impairment gains or
losses, interest revenue and foreign exchange
gains and losses which are recognised in profit or
loss. When the financial asset is derecognised,
the cumulative gain or loss previously recognised
in OCI is reclassified from equity to profit or loss
and recognised in other gains/(losses). Interest
income from these financial assets is included in
finance income using the effective interest rate
method. Foreign exchange gains and losses are
presented in other gains/(losses) and impairment
expenses are presented as separate line item in
the statement of profit or loss.

FVPL: Assets that do not meert the criteria for
amortised cost or FVOCI are measured at FVPL.
A gain or loss on a debt investment that is
subsequently measured at FVPL is recognised in
profit or loss and presented net within other
gains/(losses) in the period in which it arises.

108 Hifood Group Holdings Co., Limited i i % £ [ ¥ i A BR 2 W

2.

ER G BORBEE (5)

2.9 K H fth &k A (A1)

st (A1)
% LA (4)

(iii)

EU/A I (= R AN [ S T
g MR R E H A OR
B AR BL B i B
PE - HEEM B eE
B J A 4 BRI E AT K Rl
O SR A A 2 T i T
o JR T (B S B wHACH A 4
T o P (B AR A~
i 4 K T 50 45 4 % 4R 4 o
[ S o -
I o 308 1 7R G At 2 T A 4 e
R 2 i SOk 1R b A 4R
BT S 8 g 3 A Al
g,/ (e 4R) iR - %% &
il 7 1) RO T o B
FEF R IE T A MBS UA - [
W R B s 4R Ak
i,/ (s 4R) 251 - T (B
BH S AE AR 45 35 b 2 0 2 98 5L
HH -

A REFARLE - ARS
i B AR B 8 SR RE A
At 2o T W 4 1Y O T LA
A R AR R o B
& Aoy Fefe wh AR 4 19 55
BUE A 1 0 7 L A 0 R TE
4 R RS I 7R L At ik
i,/ (E5R) th 250 5 FE -



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2.  SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.9 Investments and other financial assets (continued)

(iii)

(iv)

Measurement (continued)

Equity instruments

The Group subsequently measures all equity
investments at fair value. Where the Group’s
management has elected to present fair value gains and
losses on equity investments in OCI, there is no
subsequent reclassification of fair value gains and losses
to profit or loss following the derecognition of the
investment. Dividends from such investments continue
to be recognised in profit or loss as other income when
the Group’s right to receive payments is established.

Changes in the fair value of financial assets at FVPL are
recognised in other gains/(losses) in the statement of
profit or loss as applicable. Impairment losses (and
reversal of impairment losses) on equity investments
measured at FVOCI are not reported separately from
other changes in fair value.

Impairment

The Group assesses on a forward looking basis the
expected credit losses associated with its debt
instruments carried at amortised cost and FVOCI. The
impairment methodology applied depends on whether
there has been a significant increase in credit risk.

For trade receivables, the Group applies the simplified
approach permitted by HKFRS 9, which requires
expected lifetime losses to be recognised from initial
recognition of the receivables. See Note 20 for further
details.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.10

Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount is
reported in the statement of financial position where the
Company currently has a legally enforceable right to offset the
recognised amounts, and there is an intention to settle on a net
basis or realise the asset and settle the liability simultaneously.
The Company has also entered into arrangements that do not
meet the criteria for offsetting but still allow for the related
amounts to be set off in certain circumstances, such as
bankruptcy or the termination of a contract.

Inventories

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

Trade receivables

Trade receivables are amounts due from customers for goods
sold or services performed in the ordinary course of business.
They are generally due for settlement within 120 days and
therefore are all classified as current.

Trade receivables are recognised initially at the amount of
consideration that is unconditional unless they contain
significant financing components, when they are recognised at
fair value. The Group holds the trade receivables with the
objective to collect the contractual cash flows and therefore
measures them subsequently at amortised cost using the
effective interest method. See Note 20 for further information
about the Group’s accounting for trade receivables and Note
33 for a description of the Group’s impairment policy.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2.  SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.13

2.14

2.15

Cash and cash equivalents

For the purpose of presentation in the statement of cash flows,
cash and cash equivalents includes cash on hand, deposits held
at call with financial institutions, other short-term, highly
liquid investments with original maturities of three months or
less that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value,
and bank overdrafts. Bank overdrafts are shown within
borrowings in current liabilities in the statement of financial
position.

Share capital

Ordinary shares and non-redeemable participating preference
shares are classified as equity.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of
tax, from the proceeds.

Trade and other payables

These amounts represent liabilities for goods and services
provided to the Group prior to the end of financial year which
are unpaid. The amounts are unsecured and are usually paid
within 180 days of recognition. Trade and other payables are
presented as current liabilities unless payment is not due within
12 months after the reporting period. They are recognised
initially at their fair value and subsequently measured at
amortised cost using the effective interest method.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.  SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.16

2.17

Borrowings

Borrowings are initially recognised at fair value, net of
transaction costs incurred. Borrowings are subsequently
measured at amortised cost. Any difference between the
proceeds (net of transaction costs) and the redemption amount
is recognised in profit or loss over the period of the borrowings
using the effective interest method. Fees paid on the
establishment of loan facilities are recognised as transaction
costs of the loan to the extent that it is probable that some or
all of the facility will be drawn down. In this case, the fee is
deferred until the draw down occurs. To the extent there is no
evidence that it is probable that some or all of the facility will
be drawn down, the fee is capitalised as a prepayment for
liquidity services and amortised over the period of the facility
to which it relates.

Borrowings are removed from the statement of financial
position when the obligation specified in the contract is
discharged, cancelled or expired. The difference between the
carrying amount of a financial liability that has been
extinguished or transferred to another party and the
consideration paid, including any non-cash assets transferred
or liabilities assumed, is recognised in profit or loss as finance
costs.

Where the terms of a financial liability are renegotiated and
the entity issues equity instruments to a creditor to extinguish
all or part of the liability (debt for equity swap), a gain or loss
is recognised in profit or loss, which is measured as the
difference between the carrying amount of the financial
liability and the fair value of the equity instruments issued.

Borrowings are classified as current liabilities unless the Group
has an unconditional right to defer settlement of the liability
for at least 12 months after the reporting period.

Borrowing costs

General and specific borrowing costs that are directly
attributable to the acquisition, construction or production of a
qualifying asset are capitalised during the period of time that is
required to complete and prepare the asset for its intended use
or sale. Qualifying assets are assets that necessarily take a
substantial period of time to get ready for their intended use or

sale.

Other borrowing costs are expensed in the period in which
they are incurred.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2020
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING 2. FEEGEIBURME ()
POLICIES (CONTINUED)

2.18 i Bl B 3B 4 I 74 Bt

2.18 Current and deferred Income tax

The income tax expense or credit for the period is the tax
payable on the current period’s taxable income based on the
applicable income tax rate for each jurisdiction adjusted by
changes in deferred tax assets and liabilities attributable to
temporary differences and to unused tax losses.

Current income tax

The current income tax charge is calculated on the basis of the
tax laws enacted or substantively enacted at the end of the
reporting period in the countries where the company’s
subsidiaries and associates operate and generate taxable income.
Management periodically evaluates positions taken in tax
returns with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes provisions
where appropriate on the basis of amounts expected to be paid
to the tax authorities.

Deferred income tax

Deferred income tax is provided in full, using the liability
method, on temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the
consolidated financial statements. However, deferred tax
liabilities are not recognised if they arise from the initial
recognition of goodwill. Deferred income tax is also not
accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination
that at the time of the transaction affects neither accounting
nor taxable profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted or
substantially enacted by the end of the reporting period and
are expected to apply when the related deferred income tax
asset is realised or the deferred income tax liability is settled.

Deferred tax assets are recognised only if it is probable that
future taxable amounts will be available to utilise those
temporary differences and losses.

Deferred tax liabilities and assets are not recognised for
temporary differences between the carrying amount and tax
bases of investments in foreign operations where the company
is able to control the timing of the reversal of the temporary
differences and it is probable that the differences will not
reverse in the foreseeable future.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.18 Current and deferred Income tax (continued)

Deferred income tax (continued)

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to offset current tax assets and
liabilities and when the deferred tax balances relate to the same
taxation authority. Current tax assets and tax liabilities are
offset where the entity has a legally enforceable right to offset
and intends either to settle on a net basis, or to realise the asset
and settle the liability simultaneously.

Current and deferred tax is recognised in profit or loss, except
to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In this case, the
tax is also recognised in other comprehensive income or
directly in equity, respectively.

2.19 Employee benefits

(i) Short-term obligations

Liabilities for wages and salaries, including non-
monetary benefits and accumulating sick leave that are
expected to be settled wholly within 12 months after
the end of the period in which the employees render the
related service are recognised in respect of employees’
services up to the end of the reporting period and are
measured at the amounts expected to be paid when the
liabilities are settled. The liabilities are presented as
current employee benefit obligations in the statement of
financial position.

(ii)  Pension schemes

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

114 Hifood Group Holdings Co., Limited i i % £ [ ¥ i A BR 2 W

2.

ER G BORBEE (5)

2.18

2.19

i By B WE E o 15 B (4)

HESE FT A3 ()

B A G TR T R AT R A S B O B B IR
T D R R A R R 4 B L[] —
P A B BV S I B BT
TARH o i B A G AT AT R
RIS 549 D 56 42 13 A VB 261 A ) IR 5 B
B LA ASE S R BB E KB
THA 0T TR -

P BEL i JF Al 2 T Wi £ 3 e T 4 AfE
A ZE AR B S > B 300 A0 A 3 TR 4R A
RS o TR RLE LT - BLIA IR 2 1l
At 2 T W i LA i R o

D B 5 A1

() EHEE

THEMFENEME > AFERER
F 2 Bt > HRHE R 2R 1
A BRI B5 5 00 1248 H g5 I
BAR B T 2 O A A IR S R
L% A A T I A R
oo Z A SRR BRI R TR
B B THRHEAT

(i) IBAREEE

AR AR o ) 1 A A 8 41
Ty AU B AR — TEURUE R
Hil A ERRE A3 (RS
At El ) o MRPEE A ST B R
PUREU SRR IR B A G 2
A M BB AT B AR A TR
SR B ) 2 LA A P
B S A RO M 7 B o SR
1] o A B ) o PR R
B i 4 i A B T AT



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.19 Employee benefits (continued)

(ii)

(iii)

(iv)

Pension schemes (continued)

The Group entities in Mainland China participate in
defined contribution retirement benefit plans organised
by relevant government authorities for its employees in
Mainland China and contribute to these plans based on
certain percentage of the salaries of the employees on a
monthly basis, up to a maximum fixed monetary
amount, as stipulated by the relevant government
authorities. The government authorities undertake to
assume the retirement benefit obligations payable to all
existing and future retired employees under these plans
and the Group has no further obligation for post-
retirement benefits beyond the contributions made. The
contributions to these plans are recognised as employee
benefit expenses when incurred.

Employee leave entitlements

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
reporting period.

Employee entitlements to other leaves are not
recognised until the time of leave.

Termination benefits

Termination benefits are payable when employment is
terminated by the Group before the normal retirement
date, or when an employee accepts voluntary
redundancy in exchange for these benefits. The Group
recognises termination benefits at the earlier of the
following dates: (a) when the Group can no longer
withdraw the offer of those benefits; and (b) when the
entity recognises costs for a restructuring that is within
the scope of HKAS 37 and involves the payment of
terminations benefits. In the case of an offer made to
encourage voluntary redundancy, the termination
benefits are measured based on the number of
employees expected to accept the offer. Benefits falling
due more than 12 months after the end of the reporting
period are discounted to present value.

2.20 Provisions

Provisions for legal claims, service warranties and make good
obligations are recognised when the Group has a present legal
or constructive obligation as a result of past events, it is

probable that an outflow of resources will be required to settle
the obligation and the amount can be reliably estimated.
Provisions are not recognised for future operating losses.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.  SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (CONTINUED)

2.20 Provisions (continued)

Where there are a number of similar obligations, the likelihood
that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to
any one item included in the same class of obligations may be
small.

Provisions are measured at the present value of management’s
best estimate of the expenditure required to settle the present
obligation at the end of the reporting period. The discount rate
used to determine the present value is a pre-tax rate that
reflects current market assessments of the time value of money
and the risks specific to the liability. The increase in the
provision due to the passage of time is recognised as interest
expense.

2.21 Revenue recognition

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods
underlying the particular performance obligation is transferred
to customers. Control of the goods is transferred at a point in
time.

Revenue is measured at the fair value of the consideration
received or receivable, and represents amounts receivable for
goods supplied, stated net of discounts returns and value added
taxes.

(i) Sales of goods

The Group’s revenue is mainly sales of goods. Revenue
for sales of goods is recognised when the Group
transfers all the control of goods to the customer and no
longer reserved any right to continue to manage and
implement effective control which often associated with
the ownership of the goods, and costs incurred or to be
incurred can be measured reliably. The revenue for the
sales of good is recognised on prices received or
receivable from the customer according to the contract
or agreement. As receivable is recognised when the
goods are delivered as this is the point in time that the
consideration is unconditional because only the passage
of time is required before the payment is due.

(ii)  Services
Revenue from the render of processing services is

recognised in the accounting period in which the
services are rendered.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2.  SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.22 Earning per share

@@

(ii)

Basic earnings per share

Basic earnings per share is calculated by dividing:

the profit attributable to owners of the company,
excluding any costs of servicing equity other than
ordinary shares

by the weighted average number of ordinary
shares outstanding during the financial year,
adjusted for bonus elements in ordinary shares
issued during the year and excluding treasury
shares.

Diluted earnings per share

Diluted earnings per share adjusts the figures used in

the determination of basic earnings per share to take

into account:

the after-income tax effect of interest and other
financing costs associated with dilutive potential
ordinary shares, and

the weighted average number of additional
ordinary shares that would have been
outstanding assuming the conversion of all
dilutive potential ordinary shares.

2.23 Dividends income

Dividends are received from financial assets measured at fair

value through profit or loss (FVPL) and at fair value through
other comprehensive income (FVOCI). Dividends are

recognised as other income in profit or loss when the right to

receive payment is established. This applies even if they are

paid out of pre-acquisition profits, unless the dividend clearly

represents a recovery of part of the cost of an investment. In
this case, the dividend is recognised in OCI if it relates to an
investment measured at FVOCI. However, the investment

may need to be tested for impairment as a consequence.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.  SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (CONTINUED)

2.24 Leases

As explained in Note 2.2 above, the Group has changed its
accounting policy for leases where the group is the lessee. The
new policy is described below and the impact of the change in
Note 2.2.

Until 31 March 2019, leases in which a significant portion of
the risks and rewards of ownership were not transferred to the
Group as lessee were classified as operating leases (Note 16).
Payments made under operating leases (net of any incentives
received from the lessor) were charged to profit or loss on a
straight-line basis over the period of the lease.

From 1 April 2019, leases are recognised as a right-of-use asset
and a corresponding liability at the date at which the leased
asset is available for use by the Group.

Assets and liabilities arising from a lease are initially measured
on a present value basis. Lease liabilities include the net present
value of the following lease payments:

. fixed payments (including in-substance fixed payments),
less any lease incentives receivable

. amounts expected to be payable by the Group under
residual value guarantees

. the exercise price of a purchase option if the Group is
reasonably certain to exercise that option, and

. payments of penalties for terminating the lease, if the
lease term reflects the Group exercising that option.

Lease payments to be made under reasonably certain extension
options are also included in the measurement of the liability.

The lease payments are discounted using the interest rate
implicit in the lease. If that rate cannot be readily determined,
which is generally the case for leases in the Group, the lessee’s
incremental borrowing rate is used, being the rate that the
individual lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value to the right-of-use
asset in a similar economic environment with similar terms,

security and conditions.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A 5 T 5 A B

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

2.  SUMMARY OF SIGNIFICANT ACCOUNTING 2. FEEGEIBURME ()
POLICIES (CONTINUED)

2.24 Leases (Continued) 2.24 ME (#)

To determine the incremental borrowing rate, the Group:

. where possible, uses recent third-party financing
received by the individual lessee as a starting point,
adjusted to reflect changes in financing conditions since
third party financing was received

. uses a build-up approach that starts with a risk-free
interest rate adjusted for credit risk for leases held by the
Group, which does not have recent third party
financing, and

. makes adjustments specific to the lease, eg term,
country, currency and security.

The Group is exposed to potential future increases in variable
lease payments based on an index or rate, which are not
included in the lease liability until they take effect. When
adjustments to lease payments based on an index or rate take
effect, the lease liability is reassessed and adjusted against the
right-of-use asset.

Lease payments are allocated between principal and finance
cost. The finance cost is charged to profit or loss over the lease
period so as to produce a constant periodic rate of interest on
the remaining balance of the liability for each period.

Right-of-use assets are measured at cost comprising the

following:
. the amount of the initial measurement of lease liability
. any lease payments made at or before the commencement

date less any lease incentives received
. any initial direct costs, and
. restoration costs.

Right-of-use assets are generally depreciated over the shorter of
the asset's useful life and the lease term on a straight-line basis.
If the Group is reasonably certain to exercise a purchase
option, the right-of-use asset is depreciated over the underlying
asset’s useful life. While the Group revalues its land and
buildings that are presented within property, plant and
equipment, it has chosen not to do so for the right-of-use

buildings held by the Group.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.  SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.24

2.25

2.26

2.27

Leases (Continued)

Payments associated with short-term leases of equipment and
vehicles and all leases of low-value assets are recognised on a
straight-line basis as an expense in profit or loss. Short-term
leases are leases with a lease term of 12 months or less. Low-
value assets comprise computer equipment and small items of
office furniture.

Dividend distribution

Provision is made for the amount of any dividend declared,
being appropriately authorised and no longer at the discretion
of the entity, on or before the end of the reporting period but
not distributed at the end of the reporting period.

Government grants

Grants from the government are recognised at their fair value
where there is a reasonable assurance that the grant will be
received and the Group will comply with all attached
conditions.

Interest income

Interest income from financial assets at FVPL is included in
the net fair value gains/(losses) on these assets. Interest income
on financial assets at amortised cost and financial assets at
FVOCI calculated using the effective interest method is
recognised in profit or loss as part of other income. Interest
income is presented as other income where it is earned from
financial assets that are held for cash management purposes.
Any other interest income is included in other income.

Interest income is calculated by applying the effective interest
rate to the gross carrying amount of a financial asset except for
financial assets that subsequently become credit-impaired. For
credit-impaired financial assets the effective interest rate is
applied to the net carrying amount of the financial asset (after
deduction of the loss allowance).
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A 5 T 5 A B

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

2.  SUMMARY OF SIGNIFICANT ACCOUNTING 2. FEEGEIBURME ()
POLICIES (CONTINUED)

2.28 Fair value measurement 2.28 2 RAEFHR

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

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

AR P A H AR e o Fe (B R L
AREFARGZ EREE - ARES
W52 MWE R HETINA TS
Hh R T SIS R R T S 2
G o & SO (E R RS 4 T s
BRI 28 5 i R R Y 2
T 7 R R oA R T 8 (I T
55) HEAT o ASR L ZH AT A % T 5 B
BRA MW IGET RS - BEKARK LS
FUAE TG PR AR S T 5 2 B 3 3 L s (48
PR AT > W20 L EE S A
U fET IR T D A B B o o

ARG B PR AEA UL T 808 1 £l (EHE Al -
A R ER UG RA M DR
o FTAR I 9 i A R el o S
A R B A BE -

2020 Annual Report 4EJE# 121




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

2.

122

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.28 Fair value measurement (continued)

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

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

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

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

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

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

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

addressed below.

@

(ii)

(iii)

Net realisable value of inventories

Net realisable value of inventories is based on estimated selling
price less any estimated costs to be incurred to completion and
disposal with reference to prevailing market information.
These estimates are based on the current market condition and
the historical experience in selling goods of similar nature. It
could change significantly as a result of changes in market
conditions. The Group reassesses the end of each reporting
period. Further details are contained in Note 19 to the
financial statements.

Impairment of trade receivables

The Group has adopted the simplified expected credit loss
model for its trade receivables, as allowed by HKFRS 9. The
Group referred to the experience of historical credit losses,
integrated with the current situation and the forecast of the
future economic situation, and prepared the model which
refers to the days past due and the expected credit loss rate
during lifetime, in order to assess the expected credit loss.
Management will reassess the provision by the end of reporting
period. Further details are contained in Note 20 to the
consolidated financial statements.

Income tax and deferred tax assets

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

Significant management judgement is required to determine
the amount of deferred tax assets that can be recognised, based
upon the likely timing and level of future taxable profits
together with future tax planning strategies.

Deferred tax assets are recognised for unused tax losses to the
extent that it is probable that taxable profit will be available
against which the losses can be utilised.

3.

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

oA € Wl B R

filret X A & R AT LLRTAY > 3 B9 AR $E 8 1
A8 B e HA DR SR AR > LA AR 5 A A B A
DU & B2 RS 2 T

7% 8 9 o AT A B S B o G AR
36 > 25 @ R H D B B A SR -
A4 8 KB T Al T M B R FE S ¥ E
f%Z%EﬁW&Ek%%ZH%&ﬁﬁﬁﬁ
I -

() FETEBFHE

BB T 5 B (R Y S A R R B
58 T ¢ 8 A i 7 2R 2 AR AR
B WG 2EBATHILE R o L%
w7 S T T DL B R A R
f4 208 1 AC BRI A i L T B BE 3 T LR
ATt B K W A 8 o A% 4 I 4% o 3
BT B G SHEAT ET AT AN o i — P RE
RO B R MR 19

(i) B B Wk TE A

7B ] L 42 7 s O o B2 9
35 B2 5 M W JE BRI A AL ) RO 5 4
N RS o A AR [ 2 25 JRR o £ B s R
B~ AR R DS R A KE AR DL I
TE I B i S 2275 3 ) R O 4 RS
FEHRA MR > DIRTAS TR FoHE -
LT S R A T B A 4B A
HE— 2P REIR RO &35 B R I T 20

(i) T A5 P A i B JE A

M 43 BB O 5 2 2 F 525 2
ACBL B ML A H B - A9 A
2545 3 5 B A e 2 B B8 2
A S 2 7 0B 0 0 #2008 32 55 2 B
6 M ] o LA A1 BT B
258 -

TE 18 7E ATl % 2 AR SIE S I 7 1) S R
JEUAR B W] RE 19 IR ] ~ R A0 M RRUBE 1 A1) 7K
S J8 [] oA A T B S A1 R OR A
ZEE)

it AT RE A R R B 6k R W R LA 3B T 38 )
19 L5 Mg 1 > FU) 90 S o I AL T 2
FRI> KRB 1R T LLRERE
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

4. SEGMENT INFORMATION

(i)  Operating segment

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

(ii) Geographical segment
Information about the Group’s revenue by geographical
locations is presented based on the area or country in which

the external customer is operated.

(a)  Revenue from external customers

S IR

(@

(ii)

# 8 oy Al

AR ) AR g R B R
S B ST BR B AR - R B
FT 6k o B O R E UK
F (TR E B A A R AT 8 ) 27 5
1 ot A KR O o BB UR ) B B S
AT A 16 A% S I 7 R OR A Y
R E AL R A A R
TERAEHBEWR TS - WL A%
) 2 it 8 TR AL A BN ZRE
EE Vi B et T G 6 - ELYE I 22 9 A B O
— AT o

H 35 53 F

1 BRI 51 3 75 6 S5 7 4 I o
B 5 45 7 0 2 911 7 4 i i 1
K

@  RHEINEE P B

2020 2019

2020 4 2019 4F

HK$°000 HK$000

T THEC

Hong Kong s 103,002 46,392
Mainland China i PN 19,669 80,777
Europe (including Russia) R (45 A 2 30T 17,508 77,665
Americas FEM 12,173 13,824
Other countries HoA B 5 1,686 628
154,038 219,286

Information about the Group’s non-current assets,
excluding financial assets at FVPL, is presented based
on the locations of the assets.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

4. OPERATING SEGMENT INFORMATION
(CONTINUED)

(ii) Geographical segment (continued)

(b)  Non-current assets excluding financial assets at FVPL

4.

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

g3 W B ()

i) Moy EB (%)
(b) FEFEEE (P RFEEARMEEA

HaR MR E)
2020 2019
2020 4F 20194F
HK$°000 HK$000
Tt THsIT
Hong Kong s 4,377 3,239
Mainland China L N 1,458 1,246
5,835 4,485

The Company is domiciled in the Cayman Islands
while the Group operates its business in Hong Kong
and Mainland China. During the year ended 31 March
2020, no revenue was generated from any customer in
the Cayman Islands and no assets were located in the
Cayman Islands.

(iii) Information about major customers

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

RGN A JRUEE L 5 B 2 BB 5 AR
e TN
B oo i B E20204E3 H31 H 1k 4
B B2 R AT AR %P S R A
ATAaT i 36 > LG 64T 0] 5 /2 {7 2 B
SRS o

i) ARAEREFFRER

HEN A T B AT UCGE (AR FIaR
10% 3 Lh F) (L 1) B B % 5 52 3L
Pedilpy — A IR R RS ) |ITANE

2020 2019

2020 4 2019 4F

HK$’000 HK$000

Tt AR

Customer A EFEA 102,930 *
Customer B ZFB 19,663 *
Customer C HFC 18,790 55,914
Customer D ZFED * 51,933
Customer E ZFE * 36,833
Customer F KFEF * 33,986
Total g 141,383 178,666

*

Less than 10% of revenue

* DR 19 10%
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

5. REVENUE 5.

Revenue represents the net amounts received and receivable arising
from manufacture and sales of jewellery products, sales of precious
metals and other raw jewellery materials, sales of luxury watches and
provision of service during the year.

W sk

W i A A TR R R B R o SR RS
Be HAEREL AR - 8945 5 45 T8k DL AR St
B T A ) S B MBSO TR B

2020 2019
20204F 2019 4F
HK$’000 HK$’000
AR THETT
Revenue recognised at a point in time i Ry R AR Y MR A
— Sales of precious metals and other raw — GH S 4 B A 2k IR R
jewellery materials 101,489 34,665
— Sales of jewellery products® — G ERE N 46,867 184,232
— Sales of luxury watches — B EL Tk 5,682 -
Revenue recognised over time A IR [ B TR IR ) Wi
— Service revenue — MBS Ui 4 - 389
154,038 219,286

Among the sales of jewellery products, approximately HK$71,000
(2019: HK$522,000) are sold to a related party.

The Group has recognised the following liabilities related to contracts
with customers:

Contract liabilities GHRIAE

* TESHETRE FE S > £971,00085 00 (20194F ¢
522,000 #70) 28T — 2 BB -

AL E R A S S AR LT B

2020 2019
2020 4¢ 2019 4F
HK$°000 HK$’000
Tt T
. 1,598
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5.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

REVENUE AND OTHER INCOME (CONTINUED) 5. sk (48)
(i)  Significant changes in contract liabilities (i) BHAKNEKED
Contract liabilities for sales of jewellery products have S5 45 TR B 9 A 4 BRI 1,598,000
decreased by HK$1,598,000, mainly due to the disposal of one WEIT o BT RS A AR A A s
of the Company’s subsidiaries. FMW & A w o
(ii) Revenue recognised in relation to contract liabilities i) TERA B HAamk
The following table shows the revenue recognised in the RGN A A AR N A A R T R A B A
current reporting period relates to carried-forward contract G H Al
liabilities:
2020 2019
2020 4 20194
HK$’000 HK$ 000
T Tt
Revenue recognised that was included in TERRAEWIIR & #) AN S IR
the contract liabilities at the beginning N
of the year:
Sales of jewellery products during the year: ENBEIRE RN 100 3,974
OTHER INCOME 6. HABWA
2020 2019
2020 4 2019 4F
HK$’000 HK$ 000
Tt Tt
Government grants* R A B * 200 166
Interest income from bank deposits SRATAR R B A 72 96
Others HoAhy 84 337
356 599

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

* AR mL T o A B 2 W B
i By A A S 2 2 ) B S o AR e 1)
P19 2R 22 A 1 e R I
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

7. OTHER (LOSSES)/GAINS, NET 7. HAbWd: ) B
2020 2019
20204F 20194
Note HK$°000 HK$’000
fi Tl Tl
Fair value (losses)/gains on financial Fi2 s A RE ASH 45 1) 4 A& 18(ii)
assets at FVPL Al UEHR) i gs (45,321) 515
Transaction cost for financial assets at FVPL 4%/ O {E 7 AR 15 11 4 il
EE 3L ) A (710) -
Gains on disposal of subsidiaries H0 B B RS 2 R i A 2,285 259
Gains/(losses) on disposal of other property, — H&EHMYZE - W= Kt
plant and equipment, net M4, (R 48) 1548 786 (3,395)
Foreign exchange differences, net A1 B 2 RE T AR (502) 989
Gains on disposal of properties AU ) 2E N U i T B
in Hong Kong, net - 33,120
Impairment loss on property, W2~ RS R A ) oA s
plant and equipment - (2,716)
Employment termination expense Ak - (473)
Others HAth - 453
(43,462) 28,752
8. FINANCE COSTS 8. B A
2020 2019
20204F 20194
HK$’000 HK$’000
T THTT
Interest on borrowings [EREDSN 764 -
Interest on factoring of trade receivables B 5 EAS A R B S 101 821
Interest on lease liabilities HEA N 76 -
Interest on finance leases Eia<gEN=gilIs) - 213
941 1,034
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

TOTAL COST OF SALES, SELLING EXPENSES AND 9.

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

TRy TR B B RA ~ 8 8 B 3 AT

ADMINISTRATION EXPENSES BY NATURE BB X 2 JA %
2020 2019
20204 2019 4F
Note HK$°000 HK$000
{igs Tt Tsoc
Cost of inventories sold BB A7 B AR 134,892 174,735
Employee benefits (including directors’ A B AR R (G245 3 255
remuneration) 9,084 27,330
Salaries and other benefits B4 M HoAh ) 25 8,368 25,575
Pension scheme contributions FEY NS R 716 1,755
Management consultancy fees EHGk Y (i) 7,800 6,021
Subcontracting charges ik Gl 7,218 10,065
Depreciation of property, W2k~ W e
plant and equipment 15 2,810 5,791
Professional service fees HERS 2 2,283 3,220
Auditors’ remuneration 12 BIHT ) 4 1,583 1,943
Auditors of the Company 7SN TR B 1,344 1,743
Other auditors HAth A% i 239 200
Advertising and promotion fees B B e 2 572 3,084
Minimum lease payments under R T R AR Ak
operating leases 444 3,052
Depreciation of right-of-use assets iR T A RS 16 229 -
Commission fees 1420 158 7,656
Werite-back of inventories to ) 7 18 2 Al A B
net realisable value 19 (922) (3,198)
Other operating expenses HoAlb 2 A 8,554 23,320
Total cost of sales, selling expenses and S5 B A ~ B P S AT BB S
administration expenses Z R 174,705 263,019

(i)  The management consultancy fees paid and payable to

directors of the Company’s subsidiaries amounted to
approximately HK$7,800,000 (2019: approximately
HK$6,021,000) for the year ended 31 March 2020.

@

HE202043 31 HIL4EE > © XM K
JREASE AR 25 ) 11 B JR 2 ) B B I 4 BT R o
#%77,800,000 #% 7T (2019 4F © 46,021,000
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

10. BENEFITS AND INTERESTS OF DIRECTORS 10. 3 Fm A B RE 4k
Directors’ remuneration for the year, disclosed pursuant to the Listing A P R AR TR ) R i N R AR 91 4 383(1)
Rules and section 383(1)(a), (b), (c) and (f) of the Hong Kong (a) > (b) ~ (c) Mo (D)1 LA B 4y ) (% 7% 3 55 FI| 25
Companies Ordinance and part 2 of the Companies (Disclosure of HORE) BB B B R A

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

2020 2019
2020 4 20194F
HK$°000 HK$°000
Ti#ou T#ETT
Fees g 600 600
600 600
During the year ended 31 March 2020 and 2019, no share options 2 20204 & 2019 43 1 31 H ILAFJE > BT
were granted to the directors. FHEP I FRAE
(i) Independent non-executive directors G) BorJERATESR
The fees paid to independent non-executive directors during O 2020 4F K 20194E3 7 31 H 148 32
the year ended 31 March 2020 and 2019 were as follows: PSR MATEF ST -
2020 2019
2020 4F 20194F
HK$°000 HK$°000
Ti#ou T#ETC
Lo Chun Pong JEPRFR 200 200
Chan Chi Kuen Bl 200 200
Ting Tit Cheung T E 200 200
600 600
There were no other emoluments payable to the independent B 2020 4F 0201943 J1 31 H LAEJE -
non-executive directors during the year ended 31 March 2020 17 4 Al JRE A 8 7 I AT A ST
and 2019.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A 5 T 5 A B

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

10. BENEFITS AND INTERESTS OF DIRECTORS 10. # FHE A R A (4)
(CONTINUED)
(ii) Executive directors ) PUTEHR
Salaries,
allowances Pension
and benefits scheme
Fees in kind contributions Total
P~ HE Bk &
M4 KB 4 w34 % At
HK$’000 HK$000 HK$000 HK$000
Tt Tt Tisoc Tisoc
2020 2020 4F
Li Neng Z5HE - - - _
Zhao Minhao iR R - - - -
Zhao Yeyong i E 25 - - - -
* Appointed on 28 June 2019 * R 20194F 6 H 28 HHEZRAT
Salaries,
allowances Pension
and benefits scheme
Fees in kind contributions Total
Widr o~ EEs Bka
M4 KB 4 HE i3 A
HK$’000 HK$000 HK$000 HK$000
FHsTT FHsTT THsoT THsoT
2019 2019 4F
Nang Qi g s - - - -
Chen Peiliang ke il B - - - -
Xue Qiang [iE _ _ _ _

*

Appointed on 27 January 2017 and resigned on 28 June * R 20174F1 H 27 H#Z AT > 20194F6
2019. H 28 HEHE

During the year ended 31 March 2020, no emoluments, TE#E 202043 H31 H IR - AR

retirement benefits, payments or benefits in respect of
termination of directors’ services were paid or made, directly or
indirectly, to the executive directors; nor are any payable
(2019: Nil). No consideration was provided to or receivable by
third parties for making available directors’ services (2019:
Nil). There are no loans, quasi-loans or other dealings in
favour of the directors, their controlled bodies corporate and
connected entities (2019: Nil).

The directors are not paid directly by the Company but receive
remuneration from other companies in HNA Group Co. Ltd.,
in respect of their services to the larger group which includes
the Company and its subsidiaries.

) R P kT B 1 A T S AT AR
RN ~ 4B UK AR R B B B = Ak RO AR B
B4 25 BAR R o A A A7 7 AT ] A5 B OE
(2019 : &) o M40 5k $2 43t 36 =5 IR 5 1) 55
=y A a5 = O I CEHME (2019
AE ) o MEMERRIN - vE SRR e HAb A A
A FE 2 R HL T 2 o BT S ) I I
B2 5 (2019 4F © 4E) ©

E )i Y /NN AR 3 (NS
R BER RS > R R AN T R
33 > T2 7E HNA Group Co. Led.
(AL
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

11. FIVE HIGHEST PAID EMPLOYEES 11. T35 v MO B
No director was included in the five highest paid employees for the HE 202043 H 31 H -4 B ) 44 B = 5 g
year ended 31 March 2020 (2019: Nil). The five highest paid Bl ANEAEEE R (20194F © M) o TEHFH LAY T
employees excluding directors are as follows: ZicE g 2N
2020 2019
2020 4 20194F
HK$’000 HK$ 000
T#x Tt
Salaries, allowances and benefits in kind Hidr > HHE M E WA 4,832 12,211
Pension scheme contributions BRI AR 25 41
4,857 12,252
The number of non-director highest paid employees whose T 4 8 LA A B 00 9 2 1 B S R NE B A B
remuneration fell within the following bands is as follows: T

Number of employees

RE®H
2020 2019
2020 4 2019 4F
HK$Nil to HK$1,000,000 ZHE 62 1,000,000 ¥ T 2 1
HK$1,000,001 to HK$1,500,000 1,000,001 ¥ JC % 1,500,000 ¥ JT 3 -
HK$1,500,001 to HK$2,000,000 1,500,001 ¥ JC % 2,000,000 ¥ JT - -
HK$2,000,001 to HK$2,500,000 2,000,001 #5 7€ £ 2,500,000 5 7T - 1
HK$2,500,001 to HK$3,000,000 2,500,001 % JC £ 3,000,000 #5 I - 1
HK$3,000,001 to HK$3,500,000 3,000,001 #5 JT % 3,500,000 #5 I - 2
5 5
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12.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

INCOME TAX EXPENSE

The profit tax of the Group has been provided at the applicable tax

rates on estimated assessable profits arising in Hong Kong and

Mainland China during the year.

12.

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

Fin 13 8 B 3¢

ARTA > AR S B R A ) S i A HE A e e
7 A B A R Rl 1 42 8 B e AR A4 o

2020 2019
20204F 20194F
HK$’000 HK$’000
Tt THTT
Current — Hong Kong B — &
Charge for the year AEIRSZ - -
Under provision in prior year TR AT B A AS - 7
Current — Mainland China B — v K
Charge for the year AEIRSZ 59 1,736
Withholding fiEil - 1,872
Deferred IR AL 299 (1,922)
Total tax charge for the year AF IR B TE ST AR 358 1,693

@

(ii)

(iii)

Cayman Islands and British Virgin Islands corporate
income tax

The Company is not subject to any taxation in the Cayman
Islands.

The Company’s subsidiaries incorporated in the British Virgin
Islands (“BVI”) are not subject to any taxation in the BVI.

Hong Kong profits tax

The Company’s subsidiaries established in Hong Kong are
subject to Hong Kong profits tax at the rate of 16.5% (2019:
16.5%). The operation in Hong Kong has incurred net
accumulated operating losses for income tax purposes and no
income tax provisions are recorded for the year ended 31
March 2020.

PRC corporate income tax (“CIT”)

CIT provision was made on the estimated assessable profits of
entities within the Group incorporated in the PRC and was
calculated in accordance with the relevant regulations of the
PRC after considering the available tax benefits from refunds
and allowances. The general PRC CIT rate is 25% for the
years ended 31 March 2020 and 2019.

)

(ii)

(iii)

PH 2 B o B S Ak 8 B IS Y A 3
G

AR F U RN B 2 B F AT B I

PR TR S A T T Iy ([ o A T
FE RS 1) RE S0 f W6 T 2 W) B R A
RS A T O B A A A B o

A 15 8L

A B A s T I RS A R ZE 3 16.5%
B B (2019 4F ¢ 16.5%) 55 48 7 s A 15
Bl st Bmiims » REBWERDE
RGOS R R R E 202043 H
31 F 1k 47 B NI 2 5 15 T S B A -

o 4 38 P 1 B (TS P i3 Bt D)

A 3 T A BB AR PR A 42 1A AP B G
A ST 0 B B A A T SRR &R A
Fiz BE P AR BRI R S RT AT DA
AR E A ER I ER
20204F % 201943 H 31 H I 4 > — ik
R B 1 S TR BB 5 25% o
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

12. INCOME TAX EXPENSE (CONTINUED)

(iv)

PRC withholding income tax

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established in
Mainland China. The requirement is effective from 1 January
2008 and applies to earnings after 31 December 2007. A lower
withholding tax rate may be applied if there is a tax treaty
between Mainland China and the jurisdiction of the foreign
investors. As at 31 March 2020, the aggregate amount of
temporary differences associated with investments in
subsidiaries in Mainland China for which deferred tax
liabilities have not been recognised amounted to approximately
HK$2,884,000 (2019: HK$4,391,000).

A reconciliation of the tax expense applicable to loss before tax at the

statutory rates for the jurisdictions in which the Company and the

majority of its subsidiaries are domiciled to the tax expense at the

effective tax rates, and a reconciliation of the statutory tax rate to the

effective tax rate, are as follows:

(iv)

12. 3B 3 (48)

o 8 1 480 P 5

R4 B A 2 T A B T > i v B R B A
SSRGS A AR R
TR I B BB BE 10% T F B o B% M 2 B
20084F 1 H 1 HEAERL > 638 A L 2007 4F
12 H 31 HARE A W BRI o 5 Ik e B
AR 5 B 3T T R I A B R
A1 A T R A Y FE AR R o i
20204F3 H 31 H » B v B R B Y g
AMBEEARMNEREEHEAELY
2,884,000 ¥ JT (2019 4F : 4,391,000 #5 JT )
i AT R A A A B TR £ A o

PRITAS 2N 7 S R ET 7 W6 J 2 ) ST 7 ) 35 4 [ )
TR E B AT AT R A BRI TR 18 A B A B

SCHL

FEPL BB A AT A BT B S 3R DA R

5 E B A BLF PR B R A IR T

2020 2019
2020 4¢ 20194
HK$’000 HK$’000
T#x T T
Loss before tax IR T e 1 (67,336) (15,443)
Tax at the statutory tax rate of 16.5% FREEBLE 16.5% B 1 BIH (11,110) (2,548)
Different tax rates for specific provinces e A A AR Bl el
or enacted by local authority 8 R LA ) AN [ B 8,633 2,680
Effect of tax impact of apportionment B S2 ($2 50 = 50 BEUEHES)) *
under a 50:50 basis* 430 3,573
Income not subject to tax UG GRON - (5,804)
Expenses not deductible for tax ARTHn BH 3 407 613
Tax effect of temporary differences not recognised A< T 5 ' I 2 %A 1 B 75 5 2 19 919
Tax effect of tax losses not recognised ST R R L R P B 1,979 2,253
Others HAt - 7
358 1,693

In relation to the Departmental Interpretation and Practice Notes
No. 21 (Revised) (apportionment under a 50:50 basis) of the
Inland Revenue Department Hong Kong, a portion of KTL
Trading’s loss is not considered neither arisen in, nor derived from
Hong Kong. Accordingly, that portion of KTL Trading’s loss is
not subject to Hong Kong profits tax.
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13.

14.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A 5 T 5 A B

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

DIVIDEND

The Board does not recommend the payment of a final dividend for
the year ended 31 March 2020 (2019: Nil).

LOSS PER SHARE FOR LOSS ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE
COMPANY

The calculation of the basic loss per share amount is based on the loss
for the year attributable to ordinary equity holders of the Company of
approximately HK$67,694,000 (2019: HK$17,136,000), and the
weighted average number of ordinary shares of 172,600,000 (2019:
172,600,000) in issue during the year. The Group had no potentially
dilutive ordinary shares in issue during the years ended 31 March
2020 and 2019.

13.

14.

Jix B

EREGANEZMEE 202043 A 31 H IF4EER

PR WIS (2019 4F © %) o

A0y w9 38 B HE 45 75 AN A R 2

Ji% Jies 1R

B A 18 B AR A A ) 8 A A
HNMEAS AF ) 1 47 67,694,000 5 T (2019 4F -
17,136,000 %5 70 ) K2 A4F A B 85 4734 788 5 0% Jon i1
)9172,600,000 % (2019 4F © 172,600,000 fi%) 7t
B o I F 2020 4F } 201943 31 H IL4EE > A&
AR G40 2554 T 00 ELA TR e S R ) A A o

2020 2019
2020 4 20194
HK$°000 HK$’000
RR(P T#EIC
Loss M 18
Loss attributable to ordinary equity holders of AL g IR A e TR RS ol FH A8 7 8 )
the Company used in the basic loss per share - A R R N R A e R
calculation (HK$°000) (F#T) 67,694 17,136
Number of Shares Jie 3 8 H
Weighted average number of ordinary shares in FH LA I S A s HE R B 1 4
issue during the year used in the basic loss ELBEAT 54 I i HE ST 247 8
per share calculation 172,600,000 172,600,000
Loss per share IR HK$0.39 HK$0.10
0.39 770 0.10#7C
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

15. PROPERTY, PLANT AND EQUIPMENT 15. W3 - W5 Bk

Office
equipment
Furniture and Plant and Motor
and fixtures computers machinery vehicles Total
AR N ] 3293
KHE Y& B W Hagt
HK$°000 HK$’000 HK$°000 HK$°000 HK$°000
T Tt T Tt Tt
As at 31 March 2019 and A20194F3 7 31 H
1 April 2019: F2019F4H1H :
Cost A - 1,074 347 14,322 15,743
Accumulated BT e
depreciation - (881) (236) (7,538) (8,655)
Impairment A - - - (2,716) (2,716)
Net carrying amount T 5 (E - 193 111 4,068 4,372
Year ended 31 March 2020 #E 202043 A31H
IE4RRE
Additions N 20 111 - 3,582 3,713
Depreciation provided ENTEE
during the year 3) (205) (60) (2,542) (2,810)
Disposals A - - - (499) (499)
Exchange realignment [FFE 5, B 57 o 2 - (3) 5) (47) (55)
As at 31 March 2020 202043 H 31 H 17 96 46 4,562 4,721
As at 31 March 2020: 202043 31 H -
Cost JAS 20 1,178 326 15,001 16,525
Accumulated BEHr e
depreciation 3) (1,082) (280) (8,290) (9,655)
Impairment WA - - - (2,149) (2,149)
Net carrying amount AR TV 17 96 46 4,562 4,721
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

15. PROPERTY, PLANT AND EQUIPMENT 15. W3 > BB Bkl (4)

(CONTINUED)
Office
equipment
Leaschold Leasehold Furniture and Plant and Motor
land Buildings ~ improvement  and fixtures computers machinery vehicles Total
BiR A T B
THE W fERE *E i e 1R At
HKS$'000 HKS$000 HK$'000 HKS$'000 HKS$000 HK$'000 HKS$'000 HK$000
THT T#T T#T THT T#x THT THT T#x
Asat31 March 2018and 1201843 A 31 F
1 April 2018: K201854H1H -
Cost A 14,959 3,828 10,640 5,023 37,953 22,573 21,240 1162216
Accumulated ZEtirE
depreciation (5,400) (1,575) (8,914) (4,632) (36,086) (21,963) (10,186) (88,756)
Net carrying amount R R 9,559 2,253 1,726 391 1,867 610 11,054 27,460
Yearended 31 March 2019 # % 201943 A 31 H
I
Additions WE - - 2,068 330 1,518 - - 3,916
Depreciation provided LAIEIE
during the year (245) (59) (623) (155) (1,442) (204) (3,063) (5791)
Disposals ths 9,314) (2,194) (3,128) (562 (1,697) (264) (1L05)  (18184)
Impairment Bl - - - - - - (2,716) (2,716)
Exchange realignment i b T 2 - - (43) @] (53) (1) (182) (313)
Asat 31 March 2019 1#20194F3 A 31 H - - - - 193 111 4,008 4372
Asat 31 March 2019: R2019%3 H31H
Cost AR - - - - 1,074 347 14,322 15,743
Accumulated ZHE
depreciation - - - - (881) (236) (7,538) (8,055)
Impairment il - - - - - - (2,716) (2,716)
Net carrying amount R AT - - - - 193 111 4,068 4,372
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

16. LEASES 16. H&
This note provides information for leases where the Group is a lessee. AU B A 4R AV AR A A\ RO E SR o
(i)  Amounts recognised in the consolidated statement of () R ERA BN DR R A
financial position
The consolidated statement of financial position shows the AR FE R DA N E A B
following amounts relating to leases: B
2020 1 April 2019
20194F
20204F 4H1H
HK$’000 HK$000
Filhe Tl
Right-of-use assets 55 HE ¢
Properties L/Ed 1,009 -
Lease liabilities 55 £
Current HIR:E] 254 -
Non-current IE B3 814 -
1,068 -
Additions to the right-of-use assets during the year ended 31 BAE2020F3H31 HIEFE > #fAEE
March 2020 were approximately HK$1,231,000. FETN B #71,231,000 ¥ 7T
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A 5 T 5 A B

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

16. LEASES (CONTINUED) 16. A& (%)

(ii)

Amounts recognised in the consolidated statement of Gi) AR H a5 R v e S Y 2

profit or loss

The statement of profit or loss shows the following amounts 46 R BUR DU B B A B 8

relating to leases:

2020
2020 4
Notes HK$’000
Bt 5k T oo
Properties L/E S
Depreciation charge of right-of-use assets ARG ENITEE 229
Exchange realignment TEE 5o, 5877 ) 7)
222
Interest expense (included in finance costs) FLE S GREA S A ) 8 76
Expense relating to short-term leases (included in L TR 5 A A 4 B S
cost of sales and administrative expenses) (it A BH & A KAT BB 32) 444
The total cash outflow for leases during the year ended 31 BE 20203 31 HILFEZ > HER B
March 2020 was approximately HK$244,000. S Uikt HAEE AN 7 244,000 HE T ©
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

16. LEASES (CONTINUED) 16. A (4)
(iii) The Group’s leasing activities and how these are (i) A< 3 [ 0% P N B B n A E 4T & SR

accounted for B
The Group leases properties and rental contracts are typically AL [ A S ) 2E MO S B A — IR T
made for fixed periods of 2 years and 6.5 years. £ K 6.5 51 [ 2 R AT 57 -
Lease terms are negotiated on an individual basis and contain a FH 5 A SRR 52 48 1155 W0 A vl > B Al
wide range of different terms and conditions. The lease AN T) A Ao 3 S A A o Bt AH N HE A AR
agreements do not impose any covenants other than the EEERHIKTREG S HEHRAE
security interests in the leased assets that are held by the lessor. il AT AT Ho At 3258 - A0 G A RS AR
Leased assets may not be used as security for borrowing fEECHEH o
purposes.

17. INVESTMENT IN A JOINT VENTURE 17. REBAAZEE

ALEF G S A RBFEE R

Particulars of the Group’s joint venture are as follows:

Percentage of

[EFiq:1
Place of

Amount of registration Ownership Voting Profit Principal

Name issued capital and business interest power sharing activities

1 CETRAE  GENPEEEE A fER i B i 23 Wi B 3ny )

Dynamic Tactics HK$780,000 Hong Kong 50 50 50 Trading of

(Hong Kong) 780,000 # 7T R jewellery

Limited KREE Y
The above investment is held by Dynamic Tactics Limited, a DA b 45 2 iy A 42 1 B 8 2 W] Dynamic Tactics

subsidiary of the Group. Limited 147 ©
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17.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

INVESTMENT IN A JOINT VENTURE
(CONTINUED)

The table below provides summarised financial information for the
joint venture. The information disclosed reflects the amounts
presented in the financial statements of the joint venture and not the
Group’s share of those amounts. They have been amended to reflect
adjustments made by the entity when using the equity method,
including fair value adjustments and modifications for differences in
accounting policy.

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

17. REBEAFWZIHRE ()

NEREEA T S8 T BB - 3L
A BT AR A RS R B SR T
AL B S 5% 45 T A SRR - % F
EAFERT - LA W R Bl 1A i 5 IR A o 9 3
B G iR L E ROk E R -

2020 2019
2020 4¢ 20194F
HK$’000 HK$’000
T oo T#EIC

Summarised statement of financial position HEE A48 B 5 51K Dt 3R
Total current assets L) A ﬁ 492 474
Total current liabilities N N=R bk 283 249
Net assets T 209 225
Group’s share in % AR 5 I3 3 (%) 50% 50%
Group’s share in HK$ SRR EE (W o0) 105 113
Carrying amount M T (E 105 113

The Group’s trade receivable balance due from the joint venture is
disclosed in Note 20 to the consolidated financial statements. The
amount due from the joint venture was unsecured, interest-free and
had no fixed terms of repayment.

There are no contingent liabilities relating to the Company’s interest
in the joint venture, and no contingent liabilities of the joint venture
itself.

ZIK%[%FELI& BN R 5 5 MESCRR T A B TA A
BB IR M R 20 B8R o BENEE A WA
ﬂE%EHEF G I [5] RE  A A

BN SR AE BUAS 2y )RS AR B A A B
i MARFAAE BLS B A FA B AR B B B
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

18.

142

FINANCIAL ASSET AT FAIR VALUE THROUGH 18.

PROFIT OR LOSS

(i)  Classification of financial assets at fair value through
profit or loss

The Group classifies the following financial assets at FVPL:

. debt instruments that do not qualify for measurement
at either amortised cost or at FVOCI;

. equity investments that are held for trading; and

. equity investments for which the entity has not elected
to recognise fair value gains or losses through other

comprehensive income.

Financial assets mandatorily measured at FVPL include the

%A full et AR EE 2 Sl & i

@

18 St A ARRS TG EE 4
oA S L L e L 8 e 6 M
FE AR

o R RS R A A
S 2 T R O 5 TR

. FAER B BASE 5 I
o TR MRS AR H At 2 T i 25
RS S AR BB TR A A B -

ey e e R T 45 58 ) R 6

following: FAGELLN &I
2020 2019
2020 4F 2019 4F
HK$’000 HK$000
FioL Fisoc
Included in non-current assets: FEAJER & 2 ¢
Life insurance policy (a) NFRBE R (a) 16,720 16,189
Include in current assets: PP A B & -
Hong Kong listed equity securities (b) s T RRERE J% (b) 152,201 -
168,921 16,189
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

18. FINANCIAL ASSET AT FAIR VALUE THROUGH
PROFIT OR LOSS (CONTINUED)

@

Classification of financial assets at fair value through
profit or loss (continued)

(a)

(b)

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

18. & SAEEN A TR 4% 2 Sl e e (4)

@

20y SUAE R A TE 55 00 4l s 23 2 (4

Under the life insurance policy (the “Policy”), the (a) MRIE ARG R (TRZ R ) > 245
beneficiary and policy holder is KTL Trading and the total N B AR N =R ER Y > B
insured sum is approximately US$6,500,000 R PR H8 4 FEH 4 556,500,000 3 TG (£
(approximately HK$50,375,000). The Group paid an 50,375,000 5 7T ) o A% B2 B % A B
upfront premium for the Policy of approximately 55 £~ 2 £ 2,325,000 3% G (£ 18,020,000
US$2,325,000 (approximately HK$18,020,000) and may HETT) B AT RE A2 R 5 T THT i R B R
surrender any time by filing a written request and receive R S AR R AR R ] F AR
cash based on the surrender value of the Policy at the date PRAEME (AR AFHE) IO - 3
of withdrawal, which is calculated by the insurer. In the FRR Ly o PRBRA FIRLE A% AR R AR
opinion of the directors, the surrender value of the Policy TE (BN AREA A > B A |
provided by the insurance company is the best ZRREI S 35 -
approximation of its fair value, which is categorised within
Level 3 of the fair value hierarchy.
The movements in fair value measurement within Level 3 N 2 Fo B 3 A (N RS IR B AR
(life insurance policy) during the period are as follows: B MSE R
2020 2019
2020 4 2019 4F:
HK$’000 HK$’000
T T
At the beginning of the year T 16,189 -
Adjustment on adoption of HKFRS 9 R A0 7 B A v )
55 9 R AY N B - 15,674
Change in fair value N FAEEEE) 531 515
At the end of the year TR 16,720 16,189
The fair values of Hong Kong listed equity securities are (b)  WAEEIIR - Bk EATRRERE R

determined based on the quoted market closing prices
available on the Stock Exchange at the end of the reporting
period.

T % G 2 P B ol £ i o
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

18. FINANCIAL ASSET AT FAIR VALUE THROUGH 18. A RAfFH AR 2 SRl A (4)
PROFIT OR LOSS (CONTINUED)
(ii) Amounts recognised in profit or loss (i) RERE AR
During the year, the following (losses)/gains were recognised R N UEI8) W ks fE 48 45 P R

in profit or loss:

2020 2019
2020 4F 2019 4F
HK$’000 HK$’000
Tkt THsTT
Fair value (losses)/gains on financial assets at N o fEF AR 2 0 & & A
FVPL ASIRIERY 2Pl &
— Life insurance policy — NFEIRBR R 531 515
— Hong Kong listed equity securities — T b R (45,852) —
(45,321) 515
19. INVENTORIES 19. 78
2020 2019
20204 20194
HK$’000 HK$’000
T THTT
Raw materials JEURE Rk 10,812 27,886
Work in progress AE R 3,550 59
Finished goods R 4,302 3,143
18,664 31,088
The reversal of write-down of inventories to net realisable value of A 202043 H 31 HIRAFBE > 17 B WO 8 ] 52
approximately HK$922,000 (2019: HK$3,198,000) for the year ] 4 315 {H £ 922,000 5 7T (2019 4F © 3,198,000
ended 31 March 2020 is included in “cost of sales” in the WI0) OIS 1 4 M H A 2 T s R R A 5
consolidated statement of profit or loss and other comprehensive loss. A e
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20.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

TRADE RECEIVABLES 20. © 5 MEWEKIE

2020 2019

2020 4 2019 4

HK$°000 HK$000

ARy T kT

Trade receivables B ) RE W R I 82,269 67,718
Less: Allowance for doubtful accounts W SRR (3,359) (16,149)
78,910 51,569

The Group’s trading terms with its customers are mainly on credit,
except for new customers. Before accepting any new customer, the
Group will apply an internal credit assessment policy to assess the
potential customer’s credit quality and define credit limits for each
customer. The credit period is generally for a period of 90 to 120 days
for major customers. Overdue balances are reviewed regularly by
senior management. Trade receivables are non-interest-bearing.

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

ALEEBEEFNE SR EE REE - W
KFBRIN o N IEAATAT B % 5 2 8 > A4 [
TR AR5 B R A R DL SRS T AE K P M5 &
BRIHEESFT OGS E - TEEFNGE
B — R B 90 T 120 K o 40 ) &5 ik v AR A B
g R o B 5 ECGRIEARFHFLE -

TS W H B 2R I 4 10 B ) I SGRR R
BT

2020 2019

2020 4 20194

HK$’000 HK$ 000

Tt Tt

Within 1 month —1f H A 15,782 4,592
1 to 2 months — AR H 6,991 7,602
2 to 3 months WE=18H 3,778 22,033
Over 3 months i =1 A 55,718 33,491
82,269 67,718

The Group applies the simplified approach permitted by HKFRS 9,
which requires expected lifetime losses to be recognised from initial
recognition of the assets. Information about the impairment of trade
receivable and the Group’s exposure to credit risk can be found in

Note 33.

7S 1 YD A S B o 585 9 R ME W A
ALT7 - E R HLE B )2 e e ARl R T A
TR 1R o BRI B2 5 MBSO R I (1 S AR 4
P 4 £ B LB AR B 1 5 6 AT DAE B RE33 ) o
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

20. TRADE RECEIVABLES (CONTINUED)

20. B 5 MEWGKIE (4])

The movements in the allowance for doubtful accounts are as follows: LR BRAE B s B R -
2020 2019
2020 4F 20194F
HK$’000 HK$ 000
Tt FHsTT
At beginning of the year A AR 16,149 16,149
Allowance for doubtful accounts SRR 2,614 -
Write-off G (15,373) -
Exchange realignment It 52, T ) 4 (31) -
At the end of the year AR 3,359 16,149

As at 31 March 2020 and 2019, the amount due from the Group’s
joint venture was nil and approximately HK$224,000, respectively,

R 20204F % 2019463 A 31 H » BESCARSE &
45 R ECTE 4 BB A T R U T A T 224,000 s
IC o %R TR AR (G B R - R B A
$E 1) 5% PR AL SRR -

which is repayable on credit terms similar to those offered to the
major customers of the Group.

21. PREPAYMENTS, DEPOSITS AND OTHER

21, FEFFRIE - $%4 B H fib EWOsk H

RECEIVABLES
2020 2019
20204 20194F
HK$’000 HK$’000
Tt FHsTT
Deposits iy 6,292 138
Prepayments TEAT ZKE 875 901
Other receivables A R A R TE 2,055 2,691
9,222 3,730

B 5 33 0 91 < Al 2 Ul (L ) R B R - DA T AR
A5 Y 5 8 JmL B o

Note 33 sets out information about the impairment of financial assets
and the Group’s exposure to credit risk.

146 Hifood Group Holdings Co., Limited i i % £ [ ¥ i A BR 2 W



22,

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

CASH AND BANK BALANCES 22. Bl&RBRAT &6
2020 2019
2020 4E 2019 4F
HK$’000 HK$°000
Tt Fisoc
Cash and bank balances I & M ERAT S R 27,915 270,808

Denominated in: NI EMEEHE

HKD It 22,794 243,963
RMB N 4,127 19,250
USD B 994 7,595
27,915 270,808

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

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

SRAT 45 BR A% A FERAT A7 AOM) 2 00 B A1 G
B o S E WA AR A — H O =
J1 o AU S F Y B RF B e R M 5E > 63 A R
o SRAT A A AT U A O R S LR R R
ATRRAF -

NERWEAEE A h st B - SR > ARBE
o B K I O R 5 SR A6 491 ) T 4 B ~ 5 R 2 A+F
ME A HEARAE ) o A% 4 I 2 2 O A A8 S B
S RO ARAT I N R St the iH A B
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

23. TRADE AND OTHER PAYABLES 23. B 5 B A ATk E
2020 2019
2020 4 20194
HK$’000 HK$’000
Tl Fits st
Trade payables B 5y EAT A 6,358 9,324
Other payables: HoAth BEAT FRIH
Salaries and bonus payables JREAS 7 4 B AEAL 6,307 7,734
Other taxes payables HoA REAT B I 2,399 2,460
Auditor’s remuneration B 4 1,475 1,929
Interest payable JEASH A1) S 740 -
Commission fees payables JEEASH 4 22 - 5,559
Others HAth 2,446 1,509
19,725 28,515
An aging analysis of the trade payables as at the end of the reporting AR AR F B 5T H O 51 B S EA SR IE
period, based on the invoice date, is as follows: BEES A HT I -
2020 2019
2020 4 20194
HK$°000 HK$000
T#x Tt
Within 1 month —MEA R 2,252 2,020
1 to 2 months — 2 H 957 1,666
2 to 3 months 2 =R H 647 1,740
Over 3 months R =1 A 2,502 3,898
6,358 9,324
The trade payables are non-interest-bearing and the credit period of B 5 BEAT I T RwHE HAR B I AF 30
purchases ranges from 30 to 180 days. Other payables are non- KE180 K o HABKEAT HIATIAFHE BF- 215
interest-bearing and have an average credit term of 1 to 3 months. EWIR A 130T o A% it B LB
The Group has financial risk management policies in place to ensure BPRBR - DAARE R A B Ah 3R T A B 0 [
that all payables are paid within the credit time frame. fif e
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24.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SHARE CAPITAL, SHARE PREMIUM AND

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

24, JBA ~ JBe o dam 6 DA B i e e 5

WARRANT RESERVE
2020 2019
20204 2019 4F
HK$°000 HK$’000
T THTT
Authorised: BE
2,000,000,000 ordinary shares at par value 2,000,000,000 JEZ T {E 0.005 # I 1)
of HK$0.005 3 10,000 10,000
Issued and fully paid: CEAT A
172,600,000 ordinary shares at par value 172,600,000 /B 18 {H 0.005 #5 TCHY
of HK$0.005 Rl 863 863

A summary of the Company’s issued share capital, share premium

Zk/\ja%é (TISCAR ~ e i 8 D i P e At 4

and warrant reserve is as follows: SPEIME AN ¢
Number
of shares Share Share ‘Warrant
in issue capital premium reserve (i) Total
ST il i
Ity B H Jhe A% et REE R G) Mg
HK$’000 HK$’000 HKS$’000 HK$’000
Tl T Tt Tl
Authorised: R
Asat 31 March 2019 and 2020 4 2019 4F J% 2020 4F
3H31H 2,000,000,000 10,000 - - 10,000
Issued and fully paid: CEAT RBE -
As at 31 March 2019 R20194E3 131 H 172,600,000 863 122,787 2,470 126,120
As at 31 March 2020 202043 H 31 H 172,600,000 863 122,787 - 123,650
Notes: [T -
(i) Pursuant to the Placing Agreement, the Company agreed to issue (i) M5 e 6 1 ok > A 20 W] R B 2017 4E 8 A

12,600,000 unlisted warrants at an issue price of HK$0.20 per
warrant at 14 August 2017. Each warrant entitled the holder to
subscribe for one ordinary share of HK$0.005 each at an initial
subscription price of HK$7.00 per share.

The warrant holder can subscribe for same number of ordinary
shares at any time within two years commencing from the date of
the issue of warrants. The number of shares and the subscription
price of the shares to be issued do not vary with changes in their
fair value. The warrants are recognised initially at proceeds as a
whole in equity. The transaction cost that is directly attributed to
the issue of the warrants is recognised net of proceeds in equity.

No warrant was exercised until the expiry date of 14 August 2019
and the warrant reserve was transferred to retained earnings.

14 H 145 005 58 B BE 35 0.20 Hk 7T B 38 47 18 4%

17 12,600,000 13 FF b 7 5B I HERS o 2% 5B IEHE

ﬁhﬁ/&ﬁa‘%?"ﬁ 700#%71:&0%}]‘5 Bﬁ
R — S S 1T R 0.005 s G 1 3

0 AR R AN AT A R %‘FEHEI%@%_
nfﬁﬁﬁﬂqﬁf_ﬂﬁ B A I D 2 A <
BBE BB AT AR 1 W F%@T%ﬁfﬁ/ﬁ\’\ﬁ
{0 1Y 228 B T 2 2 2 A LD Ny

AT R HE SR ME £ o BLBEAT BB ROME RS T 4%
*HF?]Eﬁ)«%bkzli?ﬂfﬁ’%@ﬁ%#ilﬁfﬁﬁﬁéﬁéﬁﬁ

HE201948 H 14 HEIM H &1k > 6 447

A AT B P HE A o EL SR A R e
AR E ) o
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B SO 5 i e M

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

25.

26.

150

RESERVES

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

Statutory surplus reserve

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

Merger reserve

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

Capital surplus reserve

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

BORROWINGS

[=EISUNENCY

Secured borrowings

25.

26

il 5

AR P A AR BAE AR A i S S B R i
MBS IREN AR A R B R RS -

oE B ER G

AR v A R O B B o A v B AT A AR 2
4% BT g 2 W ZE B 45 109 AR B BRI
JU) et 7 19 4 32 05 5 PR BEAR it ) (AR KB AT Ao ot
TR R 1RAR) 2k il - B 2 S5 R
B R A R M A 509 £y AL o RATAE RS
TP SR A T AE B e R U A Mk e
RO BR T A5 BR A DI RE MHE AR 9 25% -

£ O il il
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201447 H 28 H » FEATAS 23 7] B & #E A
2 KR 105,366,000 5 TC B G AL B A4 [H 4

Y
fm. ©

fif 8

2020 2019
2020 4F 2019 4F
HK$’000 HK$°000
Tt Fisoc
9,924 -

In June 2018, the Group entered into three loan facilities agreements
with a financial institution, which provided for a revolving facility
amount in the sum of HK$60 million. The borrowings under the
facility agreements bear an interest rate of HIBOR plus 6% per
annum, and are due for repayment in one calendar year after
drawdown of such borrowings. The borrowings shall be secured by
the pledge of the Group’s trade reccivables with the same amount as
that of the outstanding borrowings. As at 31 March 2020, the
borrowings outstanding under the facility agreements amounted to
HK$9,924,000, and due for repayment in October 2020.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A 5 T 5 A B

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

27. DEFERRED INCOME TAX 27. WERESB
The movements in deferred tax liabilities during the year are as AENIEIE BT B AR S E T
follows:
Loss available
Plant and for offsetting
equipment Withholding future taxable
depreciation Tax profits Total
LS %
i 55 B A2 B
AN B HR AR At
HK$°000 HK$’000 HK$°000 HK$°000
T#T T#75 T#n T#n
At 1 April 2018 #20184F4H1H (731) (1,872) 681 (1,922)
Deferred tax credited to profit TR A AR 14 28 AT A I
or loss (Note 12) (Fff i 12) 731 1,872 (681) 1,922
At 31 March 2019 #20194:3 131 H - - - -
Deferred tax charged to profit A HE 5 11 B (4 R A B IE
or loss (Note 12) (FfEE12) (671) - 372 (299)
At 31 March 2020 J# 202043 31 H ©71) - 372 (299)
As at 31 March 2020, the Group has unused tax losses of W20204E3 H31H > A & [ i & B 8 FLE
contributed by the Hong Kong subsidiaries and can be carried HETT) o H A T N 4N F) B SOl A 4 R s 4k o
forward indefinitely. Deferred tax assets have not been recognised in A0 300 3 260 s SR T SR S R T A PR R 8
respect of these losses as they have been arisen in subsidiaries that $— B R AR R M E A T A Bk
have been loss-making for some time and it is not considered probable TR AT BEh AT DR RS SR S A M SR v ] o

that taxable profits will be available against which the tax losses can be
utilised.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

28. NOTES TO THE CONSOLIDATED STATEMENT 28. HE BB XN
OF CASH FLOWS
Net asset reconciliation 8 R R
This section sets out an analysis of net debt/asset and the movements AR A BT W 00 R B
in net asset for each of the periods presented. SEE) AT o
2020 2019
2020 4F 2019 4F
HK$’000 HK$’000
Tkt THsTT
Net asset T E
Cash and bank balances 4 KR AT Sk 27,915 270,808
Liquid investments (i) MENERE (1) 152,201 -
Borrowings [ER54 (9,924) -
Lease liabilities FHE A (1,068) -
Net asset TG 169,124 270,808
2020 2019
2020 4F 2019 4F
HK$’000 HK$’000
Tt THTT
Net asset T E
Cash and liquid investments B BB e A 180,116 270,808
Gross debt — fixed interest rates s 4 E — e A =% (1,068) -
Gross debt — variable interest rates fEHS A5 — TRl A =R (9,924) -
Net asset TG 169,124 270,808
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A 5 T 5 A B

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

28. NOTES TO THE CONSOLIDATED STATEMENT 28. A Bl i R R GE (A1)
OF CASH FLOWS (CONTINUED)
Net asset reconciliation (continued) O i BHIR (4)
Liabilities from financing activity Other assets
Tl 45 8 A F £ Hoflo o
Liquid
Borrowings Leases Subtotal ~ Cash/bank investments Total

fi filsE AN BlE BT REERE At
HK$000 ~ HK$000 ~ HK$000  HK$000  HK$000  HK$000
T Tt Tr  Tr Tl Tt

Net asset as at 1 April 2018 A20184: 4 H 1 HIEF & B - (1,977) (1,977) 230,489 - 228,512
Cash flows BEHE - 1,977 1,977 41,563 - 43,540
Foreign exchange alignment AN 3R - - - (1,244) - (1,244)
Net asset as at 31 March 2019 1% 201943 H 31 H i ¥ & - - - 270808 - 270,808
Net asset as at 1 April 2019 R 201944 H 1 H g - - - 270,808 - 270,808
Cash flows B E (9,924) 168 (9,756)  (243,023) 198,053 (54,726)
Foreign exchange alignment AN R - 5) (5) 130 - 125
Other changes (ii) HoA ) (ii) - (1,231) (1,231) - (45,852)  (47,083)
Net asset as at 31 March 2020 /& 202043 7 31 H iy i ¥ & (9,924) (1,068) (10992 27915 152201 169,124
(i)  Liquid investments comprise of equity securities that are traded () VREVESCE GAETE N BT A b
in an active market, being the Group’s financial assets held at g o ARG EL A R ARG 18
fair value through profit or loss. Pl
(i)  Other changes include non-cash movements, including (i) HoAth s By G AR I B A ) > IR A
acquisition of right-of-use assets and fair value change on FAREEE DL SR B PRI E 1A B S ) -

liquid investments.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

29. COMMITMENTS 29.

(i) Capital commitments

At 31 March 2020 and 2019, the Group had no capital
commitments as at the end of the reporting years.

(if)  Operating leases

The Group leases offices under operating leases expiring within
2 to 6.5 years. The leases have varying terms, escalation clauses
and renewal rights. On renewal, the terms of the leases are
renegotiated.

From 1 April 2019, the Group has recognised right-of-use
assets for these leases, except for short-term and low-value
leases, see Note 16 for further information.

Minimum lease payments AR B IE
Within 1 year —4E R

I

(ii)

BA R

2020 4F J 201943 H 31 H » A4 3] it
SR A M AN R o

HEME

A SR AR A R B AR T e > AL
1E2 56,5 4F 1A JE il = 4% A B8 HL A ASIA]
K A B K BT HER o BT
O T A R

H201944 H 1 H > AREEC oA B
T R P ME M ) MG AE (B AR
RO - HRE—S BRI 2R 16 -

2020 2019
2020 4¢ 2019 4F
HK$°000 HK$’000
Tkt T
- 241
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

30. RELATED PARTY TRANSACTIONS

(@

(ii)

(iii)

In addition to the transactions as disclosed in Note 5 to the

consolidated financial statements, the Group had the following

material transactions with related parties during the year ended
31 March 2020:

(a)

(b)

During the year ended 31 March 2020, total service fee
of approximately HK$579,000 (2019: HK$1,119,000)
were paid to Guarantee Travel Limited, an entity
controlled by a close family member of a key
management of major subsidiaries, for provision of
reservation services for tickets and hotel accommodation
etc. to a subsidiary of the Group. The service charges
were based on the terms and conditions mutually agreed
between both parties.

During the year ended 31 March 2020, the Group’s
sales to Dynamic Tactics (Hong Kong) Limited, a joint
venture of the Group, amounted to approximately
HK$71,000 (2019: HK$522,000). The sales were based
on the terms and conditions mutually agreed between
both parties.

Outstanding balances with related parties:

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

trade balance with its joint venture are disclosed in Notes 17

and 20 to the consolidated financial statement, respectively.

Compensation of key management personnel of the Group:

30.
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oA Wik )5 22 5%

() BRELE BB IRE B EE S BB 2 H 4 -
202043 H31 H 1L E > A4 3] BLRY
W AAAEA N 838

(@  #E202043 H31 HIEFE > E
) #0549 579,000 s I (2019 4F -
1,119,000 # 5T ) B 345 T 14 il e 2%
HIRAT > —F i I E A R
AN B BB R B
10 2y 1) A 2 ] — 52 I s ) 3 41
B R G T ETIRAE o IR )
DL A 8 5 A B 2 MGk S e
FEHE o

(b)  #WFE 202043 A 31 HILAFR - A%k
[ ) A 4R B9 & 8 2 A Dynamic
Tactics (Hong Kong) Limited fF i /¥
B OE A 71,0009 T (20194
522,000 #76) o #H )G LA B Ty A0
B 5 K B A oy

(i) BRLBHTH 7 R B R AL
A BE 8 1) E L A N W) ETE BB N D
B Ty 45 BR ARG 20 T A5G B S AR I R
17 B 20 9 5%

(i) ASEE ] 32 B4 T R S 0 B

2020 2019

2020 4F 2019 4F

HK$’000 HK$’000

Tt THsIT

Short-term employee benefits FL I B AR A 4,176 9,733
Pension scheme contributions FER YN K 7 23
4,183 9,756

Further details of directors’ remuneration are included in Note

10 to the consolidated financial statements.

A B E A i R R & A
B M EE 10
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

31.

FINANCIAL INSTRUMENTS BY CATEGORY 31. #EFHIHHMERTH

The carrying amounts of each of the categories of financial

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

AR R A S L R R T (A

Financial assets 4 b
2020 2019
2020 4F 2019 4F
HK$’ 000 HK$ 000
FiL THsTT

Financial assets at amortised cost: FE P AR B B 1 4 L E

Trade receivables & 5 REK IR 78,910 51,569
Financial assets included in other receivables A HAth B WA R I Y 4 i 6,316 1,002
Cash and bank balances B4 M RAT &5 Bk 27,915 270,808
Financial assets at FVPL Fe N SUEFT ARG B &G = 168,921 16,189
282,062 339,568

Financial liabilities 4x k£ fi%
2020 2019
2020 4F 2019 4F
HK$000 HK$000
FioL Tt

Financial liabilities at amortised cost: T4 S A S IR Y 4 L

Trade payables 2 5 AT 3 IH 6,358 9,324
Financial liabilities included in other payables T A S A R A R T Y 4 il AR 13,367 19,191
Borrowings & & 9,924 -
Lease liabilities HE A K 1,068 -
30,717 28,515
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32.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

The carrying amount and fair value of the Group’s financial

instrument, other than those with carrying amounts that reasonably

approximate to fair values, is as follows:

32.

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

il TR 2 S % 4 Su i e 8t

A [ <5 L 1 R T TR (B T (L B
A SUES BRHAR A Bl T BRAN) I T

Carrying amount Fair value
Financial asset 4 e i T AW
2020 2019 2020 2019
2020 4% 2019 4F 2020 4 2019 4F
HK$°000 HK$000 HK$°000 HK$000
T T T#T T#ou T#T
Hong Kong listed equity Ttk b IRRERE 55 ()
securities (i) 152,201 - 152,201 -
Life insurance policy (ii) I E R B Gi) 16,720 16,189 16,720 16,189
168,921 16,189 168,921 16,189
(i) The fair value of Hong Kong listed equity securities is based on the @ A LTl E/J‘H‘ﬁ%: foealif) /ﬁ JefH *&;ﬁ%]z/{%&?‘:
quoted market closing prices available on the stock exchange at the :ﬂ:'q A ﬁ”ﬁﬁ ﬁC/ }jﬁ P 4 ITJ 5 il fF R E o X
end of the reporting period. These instruments are included in FTHFAS AL -
Level 1 of the fair value hierarchy.
(i)  The fair value of the Policy is estimated at the surrender value of (if) AN B B 18 BT B B o AR R AR

the Policy as disclosed in Note 18 as at the end of reporting period.
As there is no active market to demonstrate the fair value of FVPL,
and the potential exit price in a hypothetical transfer of the life
insurance policy to another market participant cannot be reliably
estimated, the directors believe that the estimated fair value
resulting from the surrender value is reasonable and is the most
appropriate value at the end of the reporting period. This
instrument is included in Level 3 of the fair value hierarchy.

Management has assessed that the fair values of cash and bank

balances, trade receivables, financial assets included in other

receivables, trade payables and financial liabilities included in other

payables approximate to their carrying amounts largely due to the

short term maturities of these instruments.

O FUAE AR A% AR B AR AR B EAG B o o
T AT I BT R A Rl R ARG 2
A PR S SO - HL AR T SE M A R
ST R B PR B T ) — (T35 2
TR JBL G (A > T R A AR AR
(BT A A w2 Ao (e 5 B T L2 R
W R e E A EE - M THFAS =
A SRAASERR

HLE O A AG B RARAT AR - B 5 K
T~ SR AHARREGRIE E E  B 5 RS
AR BT A HC A A SRR 4 B AR O Fe
SRR T (ELAR 7 > Bl % 5 TR E

1 o
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

32.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (CONTINUED)

Fair value hierarchy

The following table illustrates the fair value measurement hierarchy of
the Group’s financial instruments:

As at 31 March 2020 and 2019, the financial asset measured at fair
value is as follows:

32.

il TE O Sl B 2 fu i 2 (%)

2 Al e %

TRBEIAL RN SE TR EEE
K

20204 % 2019453 A 31 H > DL A (EHEHE
SREVEEMT

Fair value measurement using

R R
Quoted prices in Significant Significant
active markets observable unobservable
(Level 1) inputs (Level 2) inputs (Level 3) Total
wATBIE EARAAW B
15 I I 35 e E T N\ 8508 T N\ B
GE—#) (EZ=#) (BE=#) At
HK$°000 HK$’000 HK$’000 HK$’000
Tt Tt Tt AR
As at 31 March 2020 202043 431 H
Hong Kong listed equity Fr s b7 0 AT %
securities 152,201 - - 152,201
Life insurance policy N A - - 16,720 16,720
As at 31 March 2019 201943 431 H
Life insurance policy NS - - 16,189 16,189

The Group did not have any financial liabilities measured at fair value
as at 31 March 2020 and 2019.

The movements in fair value measurement within Level 3 during the
year ended 31 March 2020 and 2019 are as disclosed in Note 18.

During the years ended 31 March 2020 and 2019, there were no
transfers of fair value measurements between Level 1 and Level 2 and
no transfers into or out of Level 3 for both financial assets and
financial liabilities.
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33.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s principal financial instruments, comprise interest-
bearing bank and other borrowings, obligations under finance leases,
cash and short term bank deposits. The main purpose of these
financial instruments is to raise finance for the Group’s operations.
The Group has various other financial assets and liabilities such as
trade receivables and trade payables, which arise directly from its
operations.

The Group’s exposure to market risk (including interest rate risk and
foreign currency risk), credit risk and liquidity risk arises in the
normal course of its business. These risks are managed by the Group’s
financial management policies and practices described below:

Interest rate risk

The Group’s main interest rate risk arises from short-term borrowings
with floating interest rates, which expose the Group to cash flow
interest rate risk. During the year ended 31 March 2020, the Group’s
borrowings at floating interest rates were denominated in Hong Kong

dollar.

As of 31 March 2020, if the interest rates had been 50 basis point
higher/lower and all other variables were held constant, the Group’s
post-tax profit for the year ended 31 March 2020 would have been
approximately HK$40,000 lower/higher (2019: nil), mainly
attributable to the Group’s exposure to interest rates on its variable
rate other borrowings.

Foreign currency risk

The Group has transactional currency exposures. Such exposures arise
from sales or purchases by operating units in currencies other than the
units’ functional currencies. The Group manages its foreign currency
risk by closely monitoring the level of foreign currency balances. The
Group currently has not entered into any foreign currency forward
contracts to hedge against foreign currency risk. Management will
consider hedging foreign currency exposure should the need arise.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

33.

FINANCIAL RISK MANAGEMENT OBJECTIVES 33.

AND POLICIES (CONTINUED)

Foreign currency risk (continued)

The carrying amounts of the Group’s monetary assets and monetary
liabilities denominated in foreign currencies, i.e. currency other than
the functional currency of the respective group entities, which are
mainly trade receivables, other receivables, bank balances, trade and

Yt 5 Dl B A L AR B BOSR ()

B s R K ()

7S S A U R DA% 4 o R 1 2 e T LA
SRS RHE R B R KRR (8
B o BENWGRIA ~ oAb BEWCROH ~ SRAT 8% -
Ty B F A B AT AR DA K fil A R ) o R

other payables and obligations under finance leases, at the end of the HEEMA T -
reporting period are approximately as follows:
Assets Liabilities
HiE £15
2020 2019 2020 2019
2020 4 20194 2020 4 20194F
HK$°000 HK$’000 HK$°000 HK$’000
Tt THEIT Tt T o0
Us$ BT 13,599 30,313 5,284 10,542
RMB AR 24 59 157 445

F 7 0 B S ST By AR B B U i o S e 0T
9 BEE 34 A ) BUAT o] K B2 )

Since HK$ is pegged to US$, the Group does not expect any
significant movements in HK$/US$ exchange rate.

TR R IR G B BRBAR M 1 R B 2 A
UL R4 5 11 P A7 L b 5 DR 2R AR AR AN 5 Y

The following table demonstrates the sensitivity to a reasonably
possible change in the RMB exchange rate, with all other variables

held constant, of the Group’s loss after tax. SR o
Increase/ (Increase)/
(decrease) in decrease in
RMB rate loss after tax
N R BE B B 4% s 1
EF(FRE) WA, (Bm)
% HK$°000
T#e
2020 2020 4F
If the Hong Kong dollar weakens against the RMB i 5 T S0 N R I (8 5% (6)
If the Hong Kong dollar strengthens against the RMB b ST N A (5%) 6
2019 2019 4F
If the Hong Kong dollar weakens against the RMB LR ESTRTWNE: 352 ) 5% (16)
If the Hong Kong dollar strengthens against the RMB s ot 5 A R THE (5%) 16
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33.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (CONTINUED)

Credit risk

The Group is exposed to credit risk primarily in relation to its cash
and cash equivalents, trade receivables as well as other receivables.
The carrying amounts of each class of the above financial assets
represent the Group’s maximum exposure to credit risk in relation to
financial assets.

Risk management

Credit risk is managed on a Group basis. All cash and cash equivalents
were placed with state-owned banks and financial institutions in the
PRC and reputable international banks and financial institutions in
the Hong Kong. The Group has policies in place to ensure that
revenues of on credit terms are made to counterparties with an
appropriate credit history and the management performs ongoing
credit evaluations of its counterparties. In addition, The Group has
policies in place to ensure that settlement of trade receivables are
followed up on a timely basis. The Group has no significant
concentrations of credit risk.

Impairment of financial assets

The Group has two types of financial assets that are subject to
HKFRS 9’s expected credit loss model:

. trade receivables for sales of goods, and
. other financial assets at amortised cost.

While cash and cash equivalents were also subject to the impairment
requirements of HKFRS 9, no impairment loss was identified.

Trade receivables

The Group applied the HKFRS 9 simplified approach to measure
expected credit losses which uses a lifetime expected loss allowance for
all trade receivables. To measure the expected credit losses, trade
receivables have been grouped based on shared credit risk
characteristics and aging periods.

The expected loss rates are based on the aging profiles of trade
receivables over a period of 36 months before 31 March 2020 or 1
April 2019 respectively. The historical loss rates are adjusted to reflect
current and forward-looking information on macroeconomic factors
affecting the ability of the customers to settle the receivables.
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AR [ T A i B 5 S o T 5 9 R i AT I Y
AL 7 R R B kR > BT A 8 5 1
WERIE ) 2 S T s AR A < T wH R
Bl H - B o BRSO IR T 308 15 B8 B L
PEH b i

T8 W5 18R 4 B 422020 4F 3 H 31 H 502019 4F 4
H 1 H ZHi36M8 A 1R A 5 REBCGH RS IR I
FHE o MR TE M R R Y RS DL M B S 4
T RE IS T RE 7 1) 7 ARSI I 2% 1 R I R T B
PEERL o
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

33.

162

FINANCIAL RISK MANAGEMENT OBJECTIVES 33.

AND POLICIES (CONTINUED)

Credit risk (continued)

Impairment of financial assets (continued)
Trade receivables (continued)

On that basis, the loss allowance as at 31 March 2020 and 2019 was
determined as follows for trade receivables:

Yt 5 Dl B A L AR B BOSR ()

fis B A (A1)

<5 Tl AL ()
B 5 HEN A ()

AL > ik 20204 1 20194E3 A 31 H & 5 1E
WK IE ) s R e T

Overdue Overdue
Current within 1 year over 1 year Total
R 14F P AR 1) At
As at 31 March 2020 J#% 202043 1 31 H
Expected loss rate THHARGE R 1.35% 2.20% 100.00% 4.08%
Gross carrying amount R T AL 32,599 47,803 1,867 82,269
Loss allowance e B8 439 1,053 1,867 3,359
As at 31 March 2019 201943 A 31 H
Expected loss rate I HEE 0.03% 0.27% 100.00% 23.85%
Gross carrying amount R T AL 45,663 5,823 16,232 67,718
Loss allowance i R A - - 16,149 16,149

The difference of amounts of loss allowance for trade receivables as at
31 March 2019 under HKFRS 9 and HKAS 39 was immaterial.

Other financial assets at amortised cost

There was no loss allowance for other financial assets at amortised
cost as at 31 March 2020 and 2019.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

FINANCIAL RISK MANAGEMENT OBJECTIVES 33.

AND POLICIES (CONTINUED)

Liquidity risk

The Group aims to maintain sufficient cash and credit lines to meet
its liquidity requirements. The Group finances its working capital
requirements through a combination of funds generated from
operations and other borrowings.

The table below summarises the maturity profile of the Group’s non-
derivative financial liabilities at the end of the reporting period based
on contractual undiscounted payments including interest payments
computed using contractual rates.

Yt 5 L B A B H AR M B3R ()

i B B < L B

A T BT 7 AR T8 R 10 B S A REUEE DA
LB B A TR o AN I A T A Y
B R I RO A S BB B 2OR S

% o

T A A A G S SR R TR ) R B BLAT
AR (BLEE T & 2R 555 FILE OR) 1 R i

A A A E I D -

On demand Total
or less than 1to Over contractual Carrying
1 year 5 years 5year cash flows amount
R aHRE
&% 1254 BBsSAHE il 44 I i {6
HK$000 HK$°000 HK$ 000 HK$000 HK$’000
T#T T T T#T T#T
As at 31 March 2020 #202043 H 31 H
Trade and other payables B 5 B H A A K E 20,177 - - 20,177 19,725
Borrowings fE8 9,924 - - 9,924 9,924
Leases liabilities AR 332 846 128 1,306 1,068
30,433 846 128 31,407 30,717
As at 31 March 2019 # 201943 H 31 H
Trade and other payables B 5 Ko FoAth EAF 20 28,515 — - 28,515 28,515
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For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

33.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (CONTINUED)

Capital management

The Group’s objectives when managing capital are to safeguard the
Group’s ability to continue as a going concern in order to provide
returns for sharcholders and to maintain an optimal capital structure
to reduce the cost of capital.

The Group manages its capital structure and makes adjustments to it
in light of changes in economic conditions. To maintain or adjust the
capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders, or sell assets to reduce
debt. No changes in the objectives, policies or processes for managing
capital were made during the years ended 31 March 2020 and 2019.

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

The Group monitors capital using, inter alias, a gearing ratio which is
net debt divided by total equity plus net debt. As at 31 March 2020
and 31 March 2019, the Group had a net cash position.
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34,

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

STATEMENT OF FINANCIAL POSITION OF THE

COMPANY

Information about the statement of financial position of the

Company at the end of the reporting year is as follows:

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

34, AR wEMBR DR

AN RS A AR MBS IR DR A BRI

2020 2019
2020 4 2019 4F
HK$’000 HK$000
Tt THsoT
Non-current assets I i Bh B
Investments in subsidiaries NI R <y 107,316 105,366
Current assets bk U243
Prepayments, deposits and other receivables TEAT I ~ e 4 M HoAth E I B 36 -
Due from subsidiaries JEE UL BT 2\ ) 3R 0B 11,897 10,466
Financial assets at fair value through profit or loss ¥/ FUfE 7T AR #5 1) 42 il & & 152,201 -
Cash and bank balances 4 M ERAT & R 10,222 219,584
Total current assets T B A 174,356 230,050
Total assets W RE 281,672 335,416
Current liabilities B £
Due to subsidiaries JEAST B S 2 ) kI 10,780 10,830
Other payable HoAth FEA FIH 827 1,741
Total current liabilities Eh B A 11,607 12,571
Total liabilities £ 11,607 12,571
Equity HE %5
Share capital A 863 863
Reserves (i) (=20 (i) 269,202 321,982
Total equity HE £ 47 270,065 322,845
Total equity and liabilities il i B £ £ AR AR 281,672 335,416

The statement of financial position of the Company was approved by
the Board of Directors on 18 June 2020 and was signed on its behalf.

Li Neng

2k

Director

B

25 7 0 4 B IR B L1 2020 4.6 1 18

M S AR -

Zhao Minhao
2R
Director

A
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B S 5 S R

For the year ended 31 March 2020
#E 20204F 3 A 31 A LA E

34. STATEMENT OF FINANCIAL POSITION OF THE

34, A wEMHR DR (F)

COMPANY (CONTINUED)
Notes: B 3)
(i) A summary of the reserve movements of the Company is as (i) AN MR BB T
follows:
Share Merger Capital ~ Warrant  Retained Total
premium reserve surplus reserve earnings equity
R It HE e
vt GO E ARG M WEEM  HERAR
HK$°000 HK$000 HK$000 HK$000 HK$000 HK$°000
Tt FE  FEe  Fkc Tk Tk
As at 31 March 2018 and R 201843 31 H
1 April 2018 2018F4H1H 122,787 1,940 105,366 2,470 49,304 281,867
Profic for the year 4 Ay i A1 - - - - 40,115 40,115
As at 31 March 2019 and 201943 A 31 H %
1 April 2019 20194F4 1 H 122,787 1,940 105,366 2,470 89,419 321,982
Loss for the year ER R - - - - (52,780) (52,780)
Expiration of warrants PRI R - - - (2,470) 2,470 -
Asat 31 March 2020 1202043 H31H 122,787 1,940 105,366 - 39,109 269,202
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35. EVENT AFTER THE REPORTING PERIOD

(@

(ii)

COVID-19 outbreak

In early 2020, the outbreak of novel coronavirus (COVID-19)
has certain impact on the business of the Group. The degree of
the impact depends on the epidemic preventive measures and
the duration of the epidemic. Given the dynamic
circumstances and high uncertainties, the management is
unable to estimate the adverse impact of these events on the
results of operations, financial position and cash flows for the
year ending 31 March 2021. The Company will pay close
attention to the development of the COVID-19 outbreak,
perform further assessment of its impact on the Group’s
financial statements and take relevant measures to minimise
the impact.

Significant fair value decrease of financial assets at FVPL

The Hong Kong listed equity securities held by the Group
classified under financial assets at FVPL demonstrated a
decrease in valuation, which in turn led to a significant
unrealised loss in fair value changes. The net loss arising in
change in fair value of financial assets at FVPL was
approximately HK$53.3 million for the period from 1 April
2020 to 17 June 2020. On 18 June 2020, the Board of
Directors approved the listed equity securities would be held
for long term trading.

36. APPROVAL OF THE CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements were approved and authorised
for issue by the Board of Directors on 18 June 2020.

B S 5 S

For the year ended 31 March 2020
#ZE 2020473 H 31 A 14

35. #HhIE S IH

@

(ii)

1% % COVID-19

2020 4F4) » B IR B (COVID-19) 3%
B AR T E A TR . 2R
TR R TR 7 15 928 415 it R 38 i $:5 A IR 1] o
B 0 A BT A DA T A AE 1 R T E
P FHE LG ZEFEHEEE
20214F3 H31 H IEF B £48 £ 40 I
AR UL P B 4 30 B s A A AN ) B 28 o AR
LN ELS VI BTE COVID-19 FE 1 88 i » i
— 5 AL L A AR T IR R A
SIF BR TRORH (B8 45 i = e 0 A B 2 o

%4 RAEFH AR SR 2 SR E AR TR
B R T B

ENC R D D /N = A NG = E
ARG E R EE LU RRERE S A5
SN N R TR % WP R/N W= =L AT
AR E KRB - 72202054 H 1 H
20206 H 17 HIAM » Hes AUEFFA
5 55 1 4 Al N Ao A 8 AR 1 R 1R
TF A £553.3 0 W I © % 20204F6 H
18 H » W Hfr O % b IR HERE S 1
ERIEE -

36. kARG B HE

RGO 20204F 6 7 18 H L S a2 bl T) 88 45
HEMBHE -
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FINANCIAL SUMMARY
Y 5 e 22

RESULTS E 3
Year ended 31 March
WAE3H 31 HILEE
2020 2019 2018 2017 2016
2020 4F 2019 4F: 2018 4F 2017 4F 20164F
HK$’000 HK$°000 HK$°000 HK$°000 HK$°000
T T e T TFisoc T

Revenue & 154,038 219,286 433,666 547,623 683,687
Cost of sales S B A (145,153)  (191,839)  (355,041)  (440,824)  (568,772)
Gross profit B 8,885 27,447 78,625 106,799 114,915
Other income HAthg A 356 599 2,660 2,890 4,243
Selling expenses 8 P 2 (4,283) (21,362) (31,826) (42,608) (34,152)
Administrative expenses FTECPH 2 (25,269) (49,818) (61,610) (70,997) (82,388)
Net impairment losses on A5 Rl (e R TR AR

financial assets (2,614) - - - -
Other (losses)/gains, net HoAth G548 Wi as 15 4 (43,462) 28,752 (12,578) 3,926 (5,087)
Finance costs B A (941) (1,034) (8,714) (6,153) (9,172)
Share of loss of a joint venture JEA & 8 4wl s 1R (®) (27) (140) (27) (49)
Loss before tax 53 8 il s 48 (67,336) (15,443) (33,583) (6,170) (11,690)
Income tax expense T 586 B % (358) (1,693) (3,714) (2,984) (1,812)
Loss for the year attributable to BESy w4 £ BEA N REAG

the equity holders of the parent ENEE (67,694) (17,136) (37,297) (9,154) (13,502)
Total assets, total liabilities and EREME - AKAE

total equity B HE 45 AB R
Total assets W AU 309,467 377,869 400,709 719,942 674,968
Total liabilities A E A 31,161 30,358 31,933 398,678 322,355
Total equity HE £ 48R 278,306 347,511 368,776 321,264 352,613
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