Ll

Veeko2BHAEA

Veeko

LY VEEKO INTERNATIONAL HOLDINGS LIMITED

BEBERERERA T

Stock Code P19 1X5% : 1173

rRE
T e, WankoERBREA
l{:

R
s e |

AL |

VITAL g
WYORATRNG

Cearse’

ANNUAL REPORT &k 2020
Incorporated in the Cayman Islands with limited liability A BISE SiIMkiL2HRAF

Veeko Wankl  cowourmixes  MORIMOROD



MISEU@GKU

2 1o 1 L HE A
W £ K ok &2 1

L AR e W E:
S o - W - _"':_-" n
3 ‘f% 2|y 1§




WY ZBEMREE

fREEm R EAM
EEIRAR

i & A AR R

oT

Bk

i

8

=

=L

‘-ll}

%IT (=] iﬁé/}ll.i

i & B 7% SR 2R B 52

MBRER

Corporate Information
Chairman’s Statement
Directors’ Report

Corporate Governance Report
Independent Auditor’s Report

Consolidated Statement of Profit or Loss
and Other Comprehensive Income

Consolidated Statement of Financial Position
Consolidated Statement of Changes in Equity

Consolidated Statement of Cash Flows

Notes to the Consolidated Financial Statements

Financial Summary

BX
Page

2-4

5-11

12-24

25-44

45-53

54

55-56

57-58

59-60

61-171

172



BB RE(LHE)
MERL L (TTEABF)

MICHSEE

EXfmE S k%
BXRESRSE
(RZB—AFEAB=-+BHEEE)
EfRfEEL
(R=F—AFAAZ+ABEEE)
Bk ESEE

BIKESTE(LE)

EXpmE Skt

WEESE
(RZZB-—AFNLAZ+ABEEE)

BiRIEEL
(RZZ2—AFhBZ+NEEE)

WX E(LE)

EfRE & %L

BWEESE
(RZF-AFNALAZ+ABEEE)

EfREEL
(R=F-—AFAAZ=+BHE)

MEZLL

BKESEE

BIKBSEE(EE)

BB E

EfRE S %%

BRESEE
(RZFE-—AFNLRZ+RNBEEE)

EfREEL
(RZFE-—AFNLAZ+ARBHE)

MEZRL L

BB L
MEHZXL

BEEELL

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

Mr. LAM Man Tin

Mr. AU-YEUNG Hau Cheong
Mr. CHENG Man Loong, Monty
(appointed on 26th September, 2019)
Dr. FOK Kam Chu, John
(resigned on 26th September, 2019)
Mr. YEUNG Wing Kay

Mr. YEUNG Wing Kay ( Chairman)
Mr. AU-YEUNG Hau Cheong
Mr. CHENG Man Loong, Monty
(appointed on 26th September, 2019)
Dr. FOK Kam Chu, John
(resigned on 26th September, 2019)

Mr. CHENG Chung Man, Johnny ( Chairman)
Mr. AU-YEUNG Hau Cheong
Mr. CHENG Man Loong, Monty
(appointed on 26th September, 2019)
Dr. FOK Kam Chu, John
(resigned on 26th September, 2019)
Ms. LAM Yuk Sum
Mr. YEUNG Wing Kay

Mr. YEUNG Wing Kay (Chairman)
Mr. CHENG Chung Man, Johnny
Mr. AU-YEUNG Hau Cheong
Mr. CHENG Man Loong, Monty
(appointed on 26th September, 2019)
Dr. FOK Kam Chu, John
(resigned on 26th September, 2019)
Ms. LAM Yuk Sum

Mr. CHENG Chung Man, Johnny
Ms. LAM Yuk Sum

Ms. WONG Chi Ying



Conyers Dill & Pearman, Cayman

Zephyr House
George Town
Grand Cayman
British West Indies

i LT =k RE T E S e
EX

REES 15

T8RN K E4042

=8 - BER FETARTT
SER A R 2 B R AL BUAT
FH

Eok: SR

Ao EH—H358

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

&8

HRER
AEHEE192-2008%
EfmADTH+18

Conyers Trust Company (Cayman) Limited

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

Conyers Dill & Pearman, Cayman
Zephyr House

George Town

Grand Cayman

British West Indies

Chiu & Partners

40th Floor, Jardine House
1 Connaught Place

Hong Kong

Deloitte Touche Tohmatsu

Registered Public Interest Entity Auditors
35th Floor, One Pacific Place

88 Queensway

Hong Kong

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

10th Floor, Wyler Centre Phase 11
192-200 Tai Lin Pai Road

Kwai Chung, New Territories
Hong Kong

Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands



VEEKO INTERNATIONAL HOLDINGS LIMITED

AREH ‘ ////\\\\\\\\

Corporate Information

EERMBEEELSE Hong Kong Branch Share Registrar and Transfer Office
SENEEHBERAR Tricor Secretaries Limited

& Level 54, Hopewell Centre

BERKERISER 183 Queen’s Road East

G548 Hong Kong

FEFRIRIT Principal Bankers

FREIERTT(EFE)ERAR Bank of China (Hong Kong) Limited
EELBESRITERAR The Hongkong and Shanghai Banking Corporation Limited
84t Website Addresses

www.veeko.com.hk www.veeko.com.hk

www.irasia.com/listco/hk/veeko/index.htm www.irasia.com/listco/hk/veeko/index.htm

B 1573 4K 5% Stock Code

1173 1173

Annual Report 2020 colourmix& MORIMOR O




HBEE_ET_TF=A=+—HL F&EH
%15 %%H%ﬁl 042,397,000 7T( —ZZF— 1
F 1 1,693,426,000 7T ) » B A F R HT Bk
38.4% o & ¥ % AR 836,040,000/ 7T (Z &
— L& 1 1,408,287,000 7T ) 2 K B 1L L&
27 SR FREIT40.6% - @R
%@Eso 2%( ZB—HF 183.2% ) - REEEETE
R EE32006,357,0008 T ( —EB—hE -
285,139,000/%7'1:) » BREFRIEA T BE27.6% ©

£ B A E $715258,448,0008 TT Z B5E( =
T—F 179,351,000/8TTEH8) c HEBRE
HREEEENMRRAEE  TEMER
B  LHE VR —E—NEFLAEEE
BEMEEAHR VR _E_ZTF—AB%
HABHARE(COVID-19) (T &1 )% &
BMAEBELHARFRER ZHERIIT
B RHERAMBEENTHE  HE
FEMRAENE AFE LR 2N EESE
$%18173,718,000/8 T Z 518 ( —E— L& -
52,884,000/ T 518 ) © MAFREE N EE
1EE%1857,202,000 T2 BEHR( —E—NLEF
29,797,000 TT518 ) - AR AFEBRZ/E
ISR - BEMEREHNESE « B
Rt EREEELURBEZEHEES
FEITRER  ERFE RE M B
BE_ZEF-RF=+—HIEFEARE
HBHE T £961,643,0008 T( ZF— I EF :
36,021,000/7T ) © LE4h » REEZBEEHTR
BIE 711,707,000/ T Z R EMEAFEE
TH¥(ZZ2—LEF : 21,079,000 TTHIE)
&b EIFR e BRI ENEAT
BETHMZEE  AMBEENEIENE
185,097,000 7T ( ZZ—JL5F * 64,409,000/
TUEEIE) ©

As at 31st March, 2020, the Group recorded a revenue of HK$1,042,397,000
(2019: HK$1,693,426,000), representing a decrease of 38.4% as compared
with the same period last year. Included in the amount of revenue,
HK$836,040,000 (2019: HK$1,408,287,000) was derived from the cosmetics
business, representing a decrease of 40.6% over the same period last year and
80.2% of the Group’s total revenue (2019: 83.2%). The revenue of the fashion
business amounted to HK$206,357,000 (2019: HK$285,139,000), representing

a decrease of 27.6% as compared with the same period last year.

The Group recorded a loss of HK$258,448,000 for the year (2019: a loss
of HK$79,351,000), mainly due to the drop in sales of both cosmetics
and fashion businesses of the Group amid the cautious consumer market
sentiment and continuously weak retail environment in Hong Kong,
especially since i) the social incidents in Hong Kong beginning since July 2019
and ii) the outbreak of the novel coronavirus (COVID-19) (the “Epidemic”)
in January 2020. In particular, we saw a significant decline in sales in the
second half of the financial year. During the year, the cosmetics business
recorded a segment loss of HK$173,718,000 (2019: a loss of HK$52,884,000),
and the fashion business recorded a segment loss of HK$57,202,000 (2019: a
loss of HK$29,797,000). Since the Group had a relatively larger number of
loss-making stores for the year, we had to make provisions for impairment
of property, plant and equipment, right-of-use assets and onerous lease
contracts of the relevant stores. During the year ended 31st March, 2020, the
said provisions, together with inventories and other provisions, amounted
to approximately HK$61,643,000 (2019: HK$36,021,000) in aggregate.
In addition, the loss for the year included a decrease in fair value of
investment properties amounting to HK$11,707,000 (2019: an appreciation
of HK$21,079,000). Excluding the effect of the said non-cash provisions and
decrease in the fair value of investment properties, the Group would have
recorded a loss of approximately HK$185,097,000 for this financial year
(2019: a loss of HK$64,409,000).
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As at 31st March, 2020, the Group had 78 cosmetics stores (31st March,
2019: 87 stores), with 74 Colourmix stores and 4 MORIMOR stores
respectively, of which 72 stores were located in Hong Kong and 6 stores
were located in Macau. As the social unrest in Hong Kong intensified in
the second half of 2019/2020, coupled with the outbreak of Epidemic in
early 2020, the inbound tourism of Hong Kong and Macau was hit and the
consumption sentiment was dampened, and in particular the retail industry
was the first to bear the brunt. As a result, the Group has suspended the
operation of certain cosmetics stores located in the port areas. During the
period under review, the revenue of the Group’s cosmetics business amounted
to HK$836,040,000 (2019: HK$1,408,287,000), representing a decrease of
40.6% as compared with the same period last year. The cosmetics business
recorded a segment loss of HK$173,718,000 (2019: a loss of HK$52,884,000).
During the year, the Group recognised impairment for property, plant and
equipment and right-of-use assets of the loss-making cosmetics stores, and
has made provision for onerous lease contracts totalling HK$49,516,000
(2019: HK$25,922,000). Excluding the effect of the said non-cash provisions,
the cosmetics business would have recorded a loss of approximately
HK$124,202,000 for this financial year (2019: a loss of HK$26,962,000).
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Under this extremely difficult operating environment, the management has
swiftly adopted a number of contingency measures, including proactively
lowering inventory levels, stringently controlling costs and expenditures and
negotiating with landlords with regard to significant rent concessions for
most of our retail stores, in order to reduce costs and retain working capital.
In addition, out of the total 78 cosmetics stores as at 31st March, 2020, 41
of which will have their lease terms expired by 31st March, 2021. In other
words, the lease of more than half of our stores will expire in the coming year,
which allows the Group to have more bargaining power during its negotiation
with landlords upon expiry of leases, either by short-term extension of leases
with larger rent reductions or by closing down certain loss-making retail
stores with unsatisfactory rent reduction, which will improve the Group’s
liquidity position by reducing loss in the coming year.

As at 31st March, 2020, the Group had 78 fashion stores (31st March, 2019:
84 stores) under the brand Veeko and Wanko across Hong Kong, Macau
and the PRC, with 54 stores located in Hong Kong, 5 stores located in
Macau and 19 stores located in the PRC. During the period under review,
the revenue of the Group’s fashion business was HK$206,357,000 (2019:
HK$285,139,000), representing a decrease of 27.6% as compared with the
same period last year. The Group has recorded a loss of HK$57,202,000
(2019: a loss of HKS$29,797,000) for the fashion business segment. During
the year, the Group had provided for the impairment of property, plant and

equipment, right-of-use assets and onerous lease contracts of the loss-making

fashion stores. Together with inventories and other provisions, the Group
has made provision of HK$12,127,000 (2019: HK$9,959,000) in aggregate for
the year ended 31st March, 2020. Excluding the effect of the said non-cash
provisions, the fashion business would have recorded a loss of approximately
HK$45,075,000 for the financial year (2019: a loss of HK$19,838,000).
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Since the production resources of the Group’s fashion business are
concentrated in its self-owned production plant in the PRC, the Group is able
to control the costs with flexibility. Amidst the tough operating environment,
the Group has promptly reduced production and proactively lowered the
inventory level in order to maintain the cash flow. Meanwhile, the Group
has leased out certain floors of its self-owned plant consecutively in order
to generate rental income. Due to the fact that the fashion business targets
local consumers, which is different from the cosmetics business, it suffers less
from the decline in visitors to Hong Kong and Macau due to the Epidemic
and recovers faster as compared with the cosmetics business. In fact, the
fashion sales in Hong Kong and Macau recorded a growth of over 70% in
May 2020 as compared with that of April. On the other hand, out of the total
59 fashion stores in Hong Kong and Macau as at 31st March, 2020, 38 of
which the lease term will expire by 31st March, 2021. Similarly, as more than
60% of the leases will expire in the coming year, the Group will have more
bargaining power to strive for larger rent reductions and shorter lease terms
when negotiating with the landlords upon expiration, or close down certain
loss-making retail stores with unsatisfactory rent reduction, so as to improve
its liquidity position by reducing loss in the coming year. In view of this, the
Group began to transform some of its cosmetics stores into fashion stores
starting from March 2020. With the result achieved by this strategy and the
effort made to negotiate significant rent reduction for most of our retail

stores with landlords, the Group is confident that the fashion business will be

able to achieve loss reduction or even turnaround in the coming year.
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Since the outbreak of the Epidemic in January 2020, the Group has
witnessed a serious shortage of epidemic prevention supplies, particularly
surgical masks, in the market. In view of this, the Group began to prepare
for the setup of mask production lines in February by transforming part
of its existing self-owned production plant into a high-grade dust-free
contamination-free cleanroom facility, acquiring fully automatic mask
production machines, purchasing raw materials and carrying out the required
procedures. The mask production lines commenced trial operation in March
and started to produce masks for sales in our retail stores beginning from
April. Although the market demand for masks has been relieved to a certain
extent, due to the fact that mask production requires limited resources and
is highly automated, and self-produced masks can enrich the product mix of
our stores, the Group intends to not only sell the masks in our stores, but
also, together with our cosmetics products, expand to the overseas market by

participating in trade fairs overseas in the future.

Looking ahead, the Hong Kong retail market is expected to continue to face
a challenging external environment in year 2020/2021. Currently, the Group
has sufficient cash on hand, together with available banking facilities, to meet
its current business needs. Furthermore, the Group is principally engaged in
cosmetics and fashion retail operations, but also holds investment properties
and self-occupied properties at the same time. Based on the valuation
conducted by Jones Lang LaSalle Corporate Appraisal and Advisory
Limited, an independent qualified professional valuer, the valuation of such
properties amounted to approximately HK$700,553,000 in aggregate as at
31st March, 2020. These properties also serve as financial support for the
Group. The Group has managed and will continue to manage its financial
and cash position prudently, and is confident that it will be able to obtain
additional banking facilities when necessary. Despite all the challenges
ahead, the Group will continue to focus on its business and take a number
of contingency measures, which include but are not limited to negotiating
rent reduction with landlords, proactively lowering inventory levels, and
stringently controlling costs and expenditures, in order to cope with the
challenges ahead.
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At the end of the reporting period, the Group’s cash and bank balances
(mainly in Hong Kong dollar and Renminbi) amounted to HK$26,476,000
(31st March, 2019: HK$56,064,000). The outstanding bank borrowings
(mainly in Hong Kong Dollar) amounted to HK$420,059,000 (31st March,
2019: HK$265,590,000).

At the end of the reporting period, the current ratio was 0.72 (31st March,
2019: 1.61 times) and the gearing ratio of the Group was 1.19 (31st March,
2019: 0.42) which was calculated based on the Group’s total borrowings of
HK$420,059,000 (31st March, 2019: HK$266,207,000) and the total equity of
HK$354,364,000 (31st March, 2019: HK$629,830,000).

At 31st March, 2020, the Group had banking facilities amounting
to HK$515,014,000 (31st March, 2019: HK$429,240,000), of which
HK$428,624,000 (31st March, 2019: HK$282,555,000) was utilised by the
Group.

Several subsidiaries of the Company have foreign currency purchases (mainly
in United States Dollar and Euro), which expose the Group to foreign
currency risk. Approximately 39% (2019: 34%) of purchases costs are in
foreign currencies for the year. The management closely monitors foreign
exchange exposure and will consider hedging significant foreign currency risk
by entering into forward contracts should the need arises.
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At the end of the reporting period, the amount of assets pledged by the
Group to certain banks to secure general banking facilities granted to the
Group was HK$439,360,000 (31st March, 2019: HK$329,104,000).

At 31st March, 2020, the Company had provided guarantees of
HK$729,582,000 (31st March, 2019: HK$644,923,000) to certain banks in

respect of banking facilities granted to certain subsidiaries of the Company.

At 31st March, 2020, the Group had approximately 1,300 employees (31st
March, 2019: approximately 1,700). The Group mainly determines staff
remuneration (including insurance and medical benefits) in accordance with
the industry’s practices. The Group also implemented a reward scheme for
its staff based on their individual performance. In addition to their basic
remuneration and welfare, some key employees were granted share options as
reward and incentive to enhance their loyalty to the Group.

On behalf of the Board, I would like to extend my heartfelt thanks to all
the employees for their devotion, contribution and diligence and my deepest
gratitude to all the shareholders, customers, suppliers and business partners
for their continuous support.

Cheng Chung Man, Johnny
Chairman
Hong Kong, 30th June, 2020
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The directors present their annual report and the audited consolidated
financial statements of the Company and its subsidiaries for the year ended
31st March, 2020.

The Company is an investment holding company. The principal activities of
its principal subsidiaries are set out in Note 33 to the consolidated financial
statements.

Review and Performance of the Year and Principal Risks and Uncertainties

A review of the business of the Group during the year and its future
development, an analysis of the Group’s performance using financial
key performance indicators and a description of the principal risks and
uncertainties facing the Group are provided in the “Chairman’s Statement”
section on pages 5 to 11 of this annual report, which constitute part of this
directors’ report. The capital risk management and financial risk management
objectives and policies of the Group are shown in notes 34 and 35 to the
consolidated financial statements.

Environmental Policies and Performance

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

Compliance with Relevant Laws and Regulations

During the year under review, as far as the Board of Directors (the
“Board”) and management are aware, there was no material breach of or
non-compliance with the applicable laws and regulations by the Group that

has a significant impact on the businesses and operations of the Group.

Key Relationships with Stakeholders

The Company recognizes that our employees, customers and suppliers and
business associates are key stakeholders to the Company’s success. We
strive to achieve corporate sustainability through engaging our employees,
providing quality products and services to our customers, collaborating with
business partners (including suppliers and contractors) to deliver quality
sustainable products and services and supporting our community.
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The results of the Group for the year ended 31st March, 2020 are set out in
the consolidated statement of profit or loss and other comprehensive income
on page 54 of the annual report.

No interim dividend was declared for the year. The Board has decided not to
declare a final dividend for the year ended 31st March, 2020.

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

In the opinion of the directors, the Company’s reserves available for
distribution to its shareholders as at 31st March, 2020 comprise of
contributed surplus amounting to HK$53,135,000 and retained profits
amounting to HK$1,478,000 (2019: contributed surplus amounting to
HK$53,135,000 and retained profits of HK$6,663,000) provided that, after
the distribution, the Company will be able to pay its debts as they fall due in
the ordinary course of business.
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The directors of the Company during the year and up to the date of this
report were:

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

Mr. LAM Man Tin

Mr. AU-YEUNG Hau Cheong

Mr. CHENG Man Loong, Monty
(appointed on 26th September, 2019)
Dr. FOK Kam Chu, John

(resigned on 26th September, 2019)
Mr. YEUNG Wing Kay

In accordance with article 108 of the Company’s Articles of Association,
Mr. Cheng Chung Man, Johnny and Mr. Lam Man Tin shall retire by
rotation at the forthcoming annual general meeting of the Company
(“AGM?”). In addition, Mr. Cheng Man Loong, Monty who has been
appointed by the Board on 26th September, 2019 shall hold office until
the AGM in accordance with article 112 of the Company’s Articles of
Association. All of the above retiring directors, being eligible, will offer
themselves for re-election.

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

Save as disclosed above, none of the directors being proposed for re-election
at the AGM has a service contract with the Company or any of its
subsidiaries which is not determinable by the Group within one year without
payment of compensation, other than statutory compensation.
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No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into or

existed during the year.

During the year and up to the date of this directors’ report, a permitted
indemnity provision (as defined under section 469 of the Companies
Ordinance Cap. 622 of Laws of Hong Kong (“Companies Ordinance”)), for

the benefit of the directors of the Company has been and is still in force.

Mr. CHENG Chung Man, Johnny (former name: Cheng Tsang Man), aged 63, is
the chairman of the Group. He is also the chairman of the nomination committee
and a member of the remuneration committee of the Board. He established
the Group in 1984 and is responsible for the overall strategic planning and
formulation of corporate policies of the Group. Mr. Cheng has over 36 years of
experience in the manufacturing and retail business. Mr. Cheng was awarded the
Young Industrialist Awards of Hongkong in November 2001 and the Ernst &
Young Entrepreneur Award of the Year 2012 China in November 2012. He is the
husband of Ms. Lam Yuk Sum.

Ms. LAM Yuk Sum, aged 60, is the chief executive officer of the Group
and a member of each of the remuneration committee and nomination
committee of the Board. She is responsible for the day-to-day management
of the Group, specifically the merchandising management and design and
product development. She joined the Group in 1987 and has over 33 years of
experience in fashion design and retail business. She is the wife of Mr. Cheng
Chung Man, Johnny.
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Mr. LAM Man Tin, aged 61, has been an independent non-executive
director of the Company since 2nd February, 2016 and re-designated as a
non-executive director with effect from 13th July, 2018. He was a member
of each of the audit committee, remuneration committee and nomination
committee of the Board from 2nd February, 2016 to 12th July, 2018. He
graduated from the University of Hull with a master degree in strategic
marketing (distance learning) in July 1996. Mr. Lam joined Aeon Stores
Co., Ltd. in 1992 and has over 25 years of experience in retail and service
industries. He was an executive director of Aeon Stores (Hong Kong) Co.,
Limited (“Aeon Stores HK”), a company listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (stock
code: 984) from May 1999 to May 2012. Mr. Lam served as the managing
director of Aeon Stores HK from May 2006 to May 2012. Following his
resignation from the board of directors of Aeon Stores HK, he was engaged
as a consultant of Aeon Stores HK until September 2012. Mr. Lam has been
the chief executive officer strategist of Shirble Department Store Holdings
(China) Limited, a company listed on the Main Board of the Stock Exchange
(stock code: 312) since September 2013. Mr. Lam was an independent
non-executive director, a member of each of the audit committee and the
remuneration committee and the chairman of the nomination committee of S.
Culture International Holdings Limited, a company listed on the Main Board
of the Stock Exchange (stock code: 1255) from May 2013 to July 2017. He is
also the founding member of the Hong Kong Yau Yat Chuen Lions Club.
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Mr. AU-YEUNG Hau Cheong, aged 71, has been as an independent
non-executive director of the Company since 13th July, 2018. He is also a
member of each of the audit committee, the nomination committee and the
remuneration committee of the Board. He has obtained extensive experience
in property leasing industry since 1970. From March 1970 to December
2004, Mr. Au-Yeung worked at Sun Hung Kai Real Estate Agency Limited
and his last position was general manager at the leasing department.
Mr. Au-Yeung worked at The Link Management Limited from December
2004 to October 2008 and his last position was head of project leasing at the
project leasing department. Mr. Au-Yeung was an independent non-executive
director, the chairman of the nomination committee, a member of each
of the remuneration committee and the audit committee of EJE (Hong
Kong) Holdings Limited (formerly known as Jia Meng Holdings Limited),
a company listed on the Growth Enterprise Market of the Stock Exchange
(stock code: 8101), from August 2015 to April 2016.

Mr. CHENG Man Loong, Monty, aged 73, was appointed as an independent
non-executive director on 26th September, 2019. He is also a member of each
of the audit committee, remuneration committee and nomination committee
of the Board. Mr. Cheng has extensive experience in trading, sale and
manufacturing of toy products. He has been engaged in relevant business
since 1968. Mr. Cheng worked at various companies, including Nasta
(Hong Kong) Limited, that were principally engaged in trading, sale and
manufacturing of toy products between 1968 and 2012.

Mr. YEUNG Wing Kay, aged 67, has been an independent non-executive
director since 17th September, 2004. He is also the chairman of each of
the audit committee and remuneration committee and a member of the
nomination committee of the Board. He is a Certified Public Accountant
(Practising) and has been a partner of Yeung & Cheuk, a firm of Certified
Public Accountants in Hong Kong for over 23 years. He graduated from
the Chinese University of Hong Kong with a degree of Bachelor of Social
Sciences.
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Ms. WONG Chi Ying, aged 51, is the financial controller of the Group and
also the company secretary of the Company. Prior to joining the Group
in July 1996, Ms. Wong worked in an international accounting firm for
about four years. She holds a bachelor degree in accountancy from the City
University of Hong Kong. She is a fellow member of the Association of
Chartered Certified Accountants in the United Kingdom and an associate
member of the Hong Kong Institute of Certified Public Accountants.

Save as the Share Option Scheme set out below, during the year ended
31st March, 2020, the Company did not have newly entered or existing
equity-linked agreements.

Pursuant to the AGM of the Company held on 30th August, 2013, the
Company approved and adopted a share option scheme. The remaining life
of the share option scheme is three years and five months as at 31st March,
2020.

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

Note 29 to the consolidated financial statements.

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



TREBEHE_E-_EF=HB=+—HL
FEE AEBREEFEZERERZEE

Bz BEPFEE

=)
Date of grant

~g-=#1+AtA

7th October, 2013

~E-MEMA=+EA

25th April, 2014

~E-MEMA=+EA

25th April, 2014

“E—tE—-AAhH

9th January, 2017

“2-t§-AAH

9th January, 2017

2020:
friERREH
Vesting period
“2-=5+RtRE

“E-\F1+BRH
7th October, 2013 to
6th October, 2018

“2-MFNA-+ARAZE
“2—tENA-+MA
25th April, 2014 to
24th April, 2017

“2-MFNA-+ARAZE
“Z-nFMAZ+NA
25th April, 2014 to
24th April, 2019

“E-t5-AnHE
“BCRF-ANH

9th January, 2017 to
8th January, 2020

“E-t5-AnHE
“BC"F-ANH

9th January, 2017 to
8th January, 2022

s

Exercisable period

—“2-\&+RtAE
—ECEFTARH

7th October, 2018 to
6th October, 2020

“E—tHNA-+ARE
“E-NEFNB=+NA
25th April, 2017 to
24th April, 2019

“2-1F¥MNA-+AAE
“2--FMAZ+MNA
25th April, 2019 to
24th April, 2021

“22E-RAAE
“2-"%-R/\H

9th January, 2020 to
8th January, 2022

ZRTZF-RABE
—2-mE-AAR

9th January, 2022 to
8th January, 2024

BiRiTEE
Exercise
price

per share

0.22507 7t
HK$0.2250

0.30007 T
HK$0.3000

0.30007 T
HK$0.3000

0.18327% 7T
HKS$0.1832

0.18327% 7T
HKS$0.1832

The following table discloses details of options held by employees of the

Group and movements in such holdings during the year ended 31st March,

RZF-NE R-F_FF
mE—B REER =B=t-H
&R %% HARITE
Balance Lapsed  Outstanding

at during at
1.4.2019 the year 31.3.2020
12,160,000 - 12,160,000
1,920,000 (1,920,000) -
1,920,000 _ 1,920,000
2,500,000 - 2,500,000
2,500,000 - 2,500,000
21,000,000 (1,920,000) 19,080,000
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At the date of this report, the total number of shares to be issued upon
exercise of the outstanding options is 19,080,000. The outstanding options
represent approximately 0.8% of the issued share capital of the Company at
the date of this report.

As at 31st March, 2020, the interests of the directors and the chief executive
officer in the shares, underlying shares and debentures of the Company and
its associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFQO”)), as recorded in the register maintained by
the Company pursuant to Section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code™)
contained in the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”), were as follows:

AATES BT

FrEFEE&T &=L 344

55, EstE LBEREE  Percentage of the

Capacity/ Number of issued issued share capital

e Name of director Nature of interest ordinary shares held of the Company
EREE SR Mr. Cheng Chung Man, Johnny At A RIEEZHA 1,393,347,737
Founder and (HsE)
Beneficiary of Trust (Note)
BERHEA 185,219,227

Beneficial owner

1,578,566,964 62.69%
MEHZLZ L Ms. Lam Yuk Sum SREREEA 1,393,347,737
(7TEIAEZ ) ( Chief Executive Officer) Beneficiary of Trust (KtzE)
(Note)
BERHEEA 272,916,013

Beneficial owner

1,666,263,750 66.17%
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Note: These 1,393,347,737 shares are beneficially owned by Silver Crown Profits
Limited (“Silver Crown”). The shares in Silver Crown are in turn held
by the trustee of The J Cheng Family Trust, a discretionary trust, the
discretionary objects of which include family members of Mr. Cheng
Chung Man, Johnny and Ms. Lam Yuk Sum.

Other than disclosed above and certain nominee shares in subsidiaries held
by certain directors in trust for the Group, none of the directors and the chief
executive officer had any interests or short positions in the shares, underlying
shares and debentures of the Company or any of its associated corporations
(within the meaning of part XV of the SFO) as at 31st March, 2020, as
required to be recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

Other than the share option scheme of the Company, at no time during the
year was the Company, its holding company or any of its subsidiaries or
fellow subsidiaries, a party to any arrangements to enable the directors of
the Company to acquire benefits by means of the acquisition of shares in, or

debentures of, the Company or any other body corporate.

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

non-executive directors are independent.

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

Silver Crown

Well Feel Group Limited
(“Well Feel”)

B fEiEE

Capacity/Nature of interest

Other than disclosed above under the section headed “Directors’ and Chief
Executive Officer’s Interests and Short Positions in Shares, Underlying
Shares and Debentures” and other substantial shareholders’ interests
disclosed in the following table, at 31st March, 2020, the register of
substantial shareholders maintained by the Company pursuant to Section 336
of the SFO showed that the Company had not been notified by any persons
(other than the directors and the chief executive officer) of any other relevant
interests or short positions in the shares, underlying shares and debentures of
the Company.

¥ /N -
FiFBEERTT [ ZN=E
LEREE Percentage of the

Number of issued issued share capital

ordinary shares held of the Company

BEREEA 1,393,347,737 55.34%
Beneficial owner
BRI 2R (M) 1,393,347,737 55.34%
Interest of a controlled

corporation (Note)
S3EAN (HzE) 1,393,347,737 55.34%

HSBC International Trustee

Limited (“HSBC International”) Trustee (Note)

ws -

Silver CrownZ £ 2 TR A H
Well Feeli¥ & » MiWell FeelJ5HSBC
InternationalZ Z & i B A Rl - 1R 15 E
ERHBEEGIEXVEEX ZRE » Well
Feel ZHSBC International® B # iR /EFL
ZZ HBSilver CrowniBRERZMEBARA
R RREL -

Note:

The entire issued share capital of Silver Crown was held by Well Feel which in
turn was a wholly-owned subsidiary of HSBC International. By virtue of the
provisions of Part XV of the SFO, each of Well Feel and HSBC International was
deemed to be interested in all the shares of the Company in which Silver Crown
was interested.
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During the year, the aggregate purchases attributable to the Group’s five
largest suppliers and the aggregate sales attributable to the Group’s five
largest customers were less than 30% of the Group’s total purchases and total
sales for the year, respectively.

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

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

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

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

The emoluments of the directors of the Company are recommended to the
Board by the Remuneration Committee, having regard to the Company’s
operating results, individual performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive to directors
and eligible employees and details of the scheme are set out in note 29 to the
consolidated financial statements.
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Based on the information that is publicly available to the Company and
within the knowledge of the directors, the Company has maintained a
sufficient public float throughout the year ended 31st March, 2020 and up to
the latest practicable date prior to the issue of this annual report as required
under the Listing Rules.

Save as disclosed in Note 38 to the consolidated financial statements, there is
no material subsequent event undertaken by the Company or by the Group
after 31st March, 2020 and up to the date of this annual report.

The consolidated financial statements for the year ended 31st March, 2020
have been audited by Messrs. Deloitte Touche Tohmatsu, who will retire
at the conclusion of the AGM and offer themselves for re-appointment. A
resolution will be submitted to the AGM to re-appoint Messrs. Deloitte

Touche Tohmatsu as auditor of the Company.

On behalf of the Board
Cheng Chung Man, Johnny
Chairman

Hong Kong, 30th June, 2020
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The board of directors (the “Board”) of the Company hereby presents this
Corporate Governance Report in the Group’s annual report for the year
ended 31st March, 2020.

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

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

The Board is of the view that the Company has complied with all the code
provisions as set out in the CG Code throughout the year ended 31st March,
2020.

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

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

The Company has also established written guidelines on terms no less
exacting than the Model Code (the “Employees Written Guidelines™)
for securities transactions by employees who are likely to possess inside
information of the Company. No incident of non-compliance of the
Employees Written Guidelines by the employees was noted by the Company.
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The Board oversees the Group’s businesses, strategic decisions and
performance and should take decisions objectively in the best interests of the
Company.

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

spending sufficient time performing them.

The Board currently comprises six members, consisting of two executive
directors, one non-executive director and three independent non-executive
directors.

The following chart shows the diversity profile of the Board as at 31st March,
2020:
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The biographical information of the directors are set out in the section
headed “Directors’ Report” on pages 15 to 17 of this annual report.

Save that Mr. Cheng Chung Man, Johnny and Ms. Lam Yuk Sum are
husband and wife, there are no financial, business, family or other material/
relevant relationships among members of the Board.
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There is a clear division in the roles of Chairman and Chief Executive
Officer which are performed by different individuals. This ensures a balanced

distribution of power and authority.

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

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

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

defined and set out in writing.

During the year ended 31st March, 2020, the Company has at all times
met the requirements of the Listing Rules relating to the appointment of at
least three independent non-executive directors with at least one of them
possessing appropriate professional qualifications, or accounting or related
financial management expertise.

The Company has received written annual confirmation from each
independent non-executive director in respect of his independence in
accordance with the independence guidelines set out in Rule 3.13 of the
Listing Rules. The Company is of the view that all independent non-executive
directors are independent.
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Each of the directors of the Company is engaged on a service agreement (for
executive director) or an appointment letter (for non-executive director and
independent non-executive director) for a term of 3 and 2 years respectively.
The appointment of executive director may be terminated by either party by
giving three months’ prior written notice.

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

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

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

The Company has formalised and adopted written terms on the division of
functions reserved to the Board and those delegated to the management. The
Board reserves for its decision all major matters of the Company, including
the approval and monitoring of all policy matters, overall strategies and
budgets, internal control and risk management systems, material transactions
(in particular those that may involve conflict of interests), financial
information, appointment of directors and other significant financial and

operational matters.

The day-to-day management, administration and operations of the Company
are delegated to the Chief Executive Officer and senior management of the
Company. The Board has delegated a schedule of responsibilities to these
officers for the implementation of Board decisions. The Board periodically
reviews the delegated functions and work tasks. Prior to entering into any
significant transactions, the aforesaid officers have to obtain Board approval.
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All directors have full and timely access to all relevant information as well as
the advice and services of the Company Secretary and senior management,
with a view to ensuring compliance with Board procedures and all applicable
laws and regulations. Any director may request independent professional
advice in appropriate circumstances at the Company’s expense, upon
reasonable request being made to the Board.

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

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

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

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

Directors shall keep abreast of regulatory developments and changes in
order to effectively perform their responsibilities and to ensure that their
contribution to the Board remains informed and relevant.
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Every newly appointed director will receive formal, comprehensive and
tailored induction on the first occasion of his/her appointment to ensure
appropriate understanding of the business and operations of the Company
and full awareness of directors’ responsibilities and obligations under the
Listing Rules and relevant statutory requirements. During the year ended
31st March, 2020, Mr. Cheng Man Loong, Monty, the newly appointed
independent non-executive director, received induction on the first occasion
of his appointment. Such induction was supplemented by meetings with
senior management of the Company.

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

According to the records maintained by the Company, the directors received
the following trainings during the year ended 31st March, 2020 with emphasis
on their roles, functions and duties as directors of a listed company:

$22 2| 4 BY (i)
Name of Directors Type of Training (V¢
Executive Directors
Mr. CHENG Chung Man, Johnny A, B
Ms. LAM Yuk Sum A, B
Non-executive Director
Mr. LAM Man Tin A, B
Independent Non-executive Directors
Mr. AU-YEUNG Hau Cheong B
Dr. FOK Kam Chu, John® B
Mr. CHENG Man Loong, Monty® B
Mr. YEUNG Wing Kay A, B

® Dr. FOK Kam Chu, John resigned as an independent non-executive
director with effective from 26th September, 2019.

@ Mr. CHENG Man Loong, Monty was appointed as an independent
non-executive director with effect from 26th September, 2019.

Note:
Types of Training

A: Attending training sessions, including but not limited to, briefings, seminars,
conferences and workshops

B: Reading relevant news alerts, newspapers, journals, magazines and relevant
publications



EREFHORESERRCERN I
HAOSHREME#EZE - LIS ERFH
S5 2 RN R AR BE o

EXECRI=MAEEE N AFHME
B REREEERBREEE  UEBEER
AARBEAEZER - AARMEES
ZEEHCITHERBEEE =BF8
B HEEETENAARPILREER
S RAEEARA R Z#8uh - TR FERRER
BREM -

BEREEBZMARERFIESEMIE
REEBZAZHMERBIENTE
B MEEEEREECEIREAMERES
MAFRF2EFIFZ"ARER ) o

EEREEREHRMEREITHE
FHEEBEATEREESERRE - T8
KBUBEBR  ERBAARAE

o

FMEEEREALRERES(FMX
SMSEES)  RBHABIIFRTES -

FINEE S TEMAEBEMRITAAR
HERBERSHREEABZHFMBER
RBLERBESERSHREEARZFHM
58 MESTRHEE - FMEEET
BEEYEHAMAEHEZRERLSIEZ
SHENEIREEE  RANEESHHEE
BB A L2 EREEBAFE - M
B2 REARARRRETISEGRIERL
MmEE °

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

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

available to shareholders upon request.

All members of the Audit Committee while the majority of the members
of each of the Remuneration Committee and Nomination Committee
are independent non-executive directors and the list of the chairman and
members of each Board committee is set out under “Corporate Information”
on pages 2 to 4 of this annual report.

The Board committees are provided with sufficient resources to discharge
their duties and, upon reasonable request, are able to seek independent
professional advice in appropriate circumstances, at the Company’s expense.

The Remuneration Committee consists of all directors of the Company except
Mr. Lam Man Tin, the majority of them are independent non-executive
directors.

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

Company as well as market practice and conditions.
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The Remuneration Committee held five meetings during the year ended
31st March, 2020. During the meetings, the Remuneration Committee has
performed the following work: (i) reviewing the bonus payment to directors
and senior management; (ii) reviewing the salary packages of all directors
and senior management; (iii) reviewing and recommending to the Board
regarding the remuneration package of an independent non-executive director
upon renewal of his appointment letter; (iv) reviewing and recommending
to the Board regarding the remuneration package of the newly appointed
independent non-executive director; and (v) reviewing and recommending to
the Board the reduction of remuneration of all executive directors as the first

step of cost reduction measures.

Pursuant to code provision B.1.5 of the CG Code, details of the remuneration
of the members of the senior management (other than directors) by band for
the year ended 31st March, 2020 are as follows:

EBEAH

Number of employee(s)

Not exceeding HK$1,000,000 3

HK$1,000,001 to HK$1,500,000 0

Details of the remuneration of each of the directors for the year ended 31st
March, 2020 are set out in note 9 to the consolidated financial statements.

The Nomination Committee consists of all directors of the Company except
Mr. Lam Man Tin, the majority of them are independent non-executive
directors.

The principal duties of the Nomination Committee include reviewing the
structure, size and composition of the Board, identifying individuals suitably
qualified to become Board members, making recommendations to the Board
on the appointment and succession planning for directors, and assessing the
independence of independent non-executive directors.
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The Nomination Committee reviews annually the structure, size and
composition of the Board and where appropriate, make relevant
recommendations on changes to the Board to complement the Company’s
corporate strategy. In assessing the Board composition and identifying and
selecting suitable candidates for directorships, the Nomination Committee
would take into account various aspects set out in the Board Diversity Policy
to implement the corporate strategy of the Company. The Nomination
Committee would discuss and agree on measurable objectives for achieving
diversity on the Board, where necessary, and recommend them to the Board

for adoption.

During the year ended 31st March, 2020, the Nomination Committee held
three meetings to recommend to the Board on the renewal of appointment
of an independent non-executive director, resignation of an independent
non-executive director, appointment of new independent non-executive
director, to review the structure, size and composition of the Board, to assess
the independence of the independent non-executive directors, and to consider
the qualifications of the retiring directors standing for election at the annual
general meeting.

The Company has adopted a Board Diversity Policy which sets out the
approach to achieve diversity of the Board. The Company recognises and
embraces the benefits of having a diverse Board and sees increasing diversity
at the Board level as an essential element in maintaining the Company’s
competitive advantage.

Pursuant to the Board Diversity Policy, the Nomination Committee will
review annually the structure, size and composition of the Board and
where appropriate, make recommendations on changes to the Board to
complement the Company’s corporate strategy and to ensure that the
Board maintains a balanced diverse profile. In relation to reviewing and
assessing the Board composition, the Nomination Committee is committed
to diversity at all levels and will consider a number of aspects, including but
not limited to gender, age, cultural and educational background, professional

qualifications, skills, knowledge and regional and industry experience.

The Company aims to maintain an appropriate balance of diversity
perspectives that are relevant to the Company’s business growth and is also
committed to ensuring that recruitment and selection practices at all levels
(from the Board downwards) are appropriately structured so that a diverse
range of candidates are considered.
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The Board will consider setting measurable objectives to implement the
Board Diversity Policy and review such objectives from time to time to ensure
their appropriateness and ascertain the progress made towards achieving
those objectives.

At present, the Nomination Committee considered that the Board is
sufficiently diverse and effective to complement the Company’s corporate
strategy.

The Nomination Committee will review the Board Diversity Policy, as
appropriate, to ensure its effectiveness.

The Board has delegated its responsibilities and authority for selection and
appointment of Directors to the Nomination Committee of the Company.

The Company has adopted a Nomination Policy which sets out the selection
criteria and process and the Board succession planning considerations in
relation to nomination and appointment of directors of the Company and
aims to ensure that the Board has a balance of skills, experience and diversity
of perspectives appropriate to the Company and the continuity of the Board
and appropriate leadership at Board level.

The Nomination Policy sets out the factors for assessing the suitability and
the potential contribution to the Board of a proposed candidate, including
but not limited to the following:

. age, skills, knowledge, experience, expertise, professional and
educational qualifications, background, and other personal qualities
of the candidates;

. effect on the Board’s composition and diversity;

. commitment of the candidate to devote sufficient time to effectively
carry out his/her duties. In this regard, the number and nature of
offices held by the candidate in public companies or organisations,
and other executive appointments or significant commitments will be

considered;
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. potential/actual conflicts of interest that may arise if the candidate is
selected;

. independence of the candidate;

. in the case of a proposed re-appointment of an independent
non-executive director, the number of years he/she has already served;
and

. other factors considered to be relevant by the Nomination Committee

on a case by case.

The Nomination Policy also sets out the procedures for the selection and
appointment of new Directors and re-election of Directors at general
meetings. During the year ended 31st March, 2020, there were changes in the
composition of the Board and the Nomination Committee has followed the
procedures in the Nomination Policy in this regard.

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

The main duties of the Audit Committee are: to oversee the Company’s
relationship with the external auditor; to review the financial information;
to oversee the Company’s financial reporting system, risk management and
internal control systems; and to review the effectiveness of the internal audit
function, arrangements to enable employees to raise concerns about possible
improprieties in financial reporting, internal control or other matters of the
Company.

During the year ended 31st March, 2020, the Audit Committee held six
meetings of which the Chairman of the Board and the Chief Executive Officer
attended five of these meetings. A summary of work performed by the Audit
Committee during the year was as follows:

(1) reviewed and commented on audited annual results for the year ended
31st March, 2019 and unaudited interim results for the six months
ended 30th September, 2019 respectively;
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(i1) reviewed the business performance for the three months ended 30th
June, 2019 and nine months ended 31st December, 2019;

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

(iv)  reviewed the effectiveness of the systems of financial reporting and
internal control including financial, operational and compliance

controls and risk management functions of the Group;

(v) reviewed and approved the internal audit plan for 2019/2020; and

(vi) reviewed the questionnaires issued by the Audit Committee and
answered by the executive directors.

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

The Audit Committee also met the external auditor once without the presence
of the executive directors and the management.

The Company’s annual results for the year ended 31st March, 2020 have been
reviewed by the Audit Committee.

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

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

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

Code and disclosure in this Corporate Governance Report.
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REEEE
Nomination

Committee
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N/A

3/3
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BEELURERREAREZHEDRHINT 31st March, 2020 are set out in the table below:
x:
FMESE
EEE Remuneration
EENRA Name of Directors Board Committee
HiTESE Executive Directors
WEEX KL Mr. CHENG Chung Man, Johnny 12/12 515
HEHLLT Ms. LAM Yuk Sum 12/12 515
FEHTEE Non-executive Director
MG E Mr. LAM Man Tin 9/12 TEA
N/A
B FH7TEZE  Independent Non-executive Directors
B2 8 k% Mr. AU-YEUNG Hau Cheong 9/12 4/5
EREELO Dr. FOK Kam Chu, John® 3/6 12
B BERAED Mr. CHENG Man Loong, Monty® 5/6 3/3
Bk ELE Mr. YEUNG Wing Kay 9/12 515
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3/3

ENEEE
Audit

Committee

T A
N/A
Ti#EH
N/A

T A
N/A

6/6
2/3
3/3

6/6

BEBERE
Annual
General
Meeting

1/1

1/1

1/1

111

0/1
Ti#EF
N/A
11

Dr. FOK Kam Chu, John resigned as an independent non-executive
director with effective form 26th September, 2019.

Mr. CHENG Man Loong, Monty was appointed as an independent

non-executive director with effect from 26th September, 2019.

frEMEEEGEIN ERAFNEANEH  Besides the above-mentioned Board meetings, the Chairman also held a
TEERIFMITESRE BN TEBI  meeting with the independent non-executive directors without the presence of

FHITESRRIT T —KEE -

executive director and non-executive director during the year.
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The directors acknowledge their responsibility for preparing the consolidated
financial statements of the Company for the year ended 31st March, 2020
and ensure that the consolidated financial statements give a true and fair
view of the state of affairs of the Group and are prepared in accordance with
statutory requirements and applicable accounting standards.

As disclosed in Note 1A to the notes to the consolidated financial statements
in this Annual Report, in preparing the consolidated financial statements,
the directors of the Company have given careful consideration to the future
liquidity of the Company and its subsidiaries (the “Group”) in light of the
Group’s net loss of HK$258,448,000 and net current liabilities position of
HK$182,064,000, the outstanding bank borrowings and lease liabilities due
for repayment against the expected future net cash inflows from operations,
cash and cash equivalents and the existing credit facilities of the Group.
The directors of the Company consider that after taking into account the
cash and cash equivalents, internal resources and, existing credit facilities
and cash flow projections including sensitivity scenarios, the Group will
have sufficient liquidity to meet its financial obligations for at least the
next twelve months from the date of approval of the consolidated financial
statements. Accordingly, the consolidated financial statements have been
prepared on a going concern basis.

The Company’s external auditor, Messrs. Deloitte Touche Tohmatsu, has
issued an unmodified opinion with a “Material Uncertainty related to Going
. Please refer to the

Concern” section in the “Independent Auditor’s Report”

“Independent Auditor’s Report” on page 45 of this annual report for details.

The statement of the independent auditor of the Company about their
reporting responsibilities on the consolidated financial statements is set out in
the Section headed “Independent Auditor’s Report” on pages 45 to 53 of this
annual report.
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An analysis of the remuneration paid/payable to the Company’s external
auditors, Messrs. Deloitte Touche Tohmatsu, in respect of audit services and
non-audit services for the year ended 31st March, 2020 is set out below:

et EfER

R #E3ERI Category of Services Fee Paid/Payable

FET

HK$°000

%R T% Audit Service 1,997
% B BR 75 Non-audit Services

— R AR % — Tax service 169

—HthEER — Other professional services 198

&5t TOTAL 2,364
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Enterprise risk management is fundamental and essential to the achievement
of the Group’s strategic objectives. The Board of Directors and the
management are responsible for identifying and analyzing the risks
underlying the achievement of business objectives, and for determining how
such risks should be managed and mitigated. The Board oversees the Group’s
potential risks and their respective mitigation strategies and ensures risk
management effectiveness. The Board ensures that the Group has established
and maintained a proper and effective risk management and internal control
systems, as well as reviewing the effectiveness of the system. The system
can only provide reasonable but not absolute assurance against material
misstatement or loss, as they are designed to manage, rather than eliminate
the risk of failure to achieve business objectives during the Group’s business
operation.
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The Board, through the Audit Committee, assesses on an annual basis the
effectiveness of the risk management and internal control systems of the
Group, which covers all material controls, including financial, operational,
compliance, as well as considers the sufficiency of budget with respect to
resources, employees’ capabilities and experience, training courses and the
Group’s accounting and financial reporting function. Significant issues
from internal audit department, external professional consultants and
management letters from external auditor are brought to the attention
of the Audit Committee to ensure that prompt remedial action is taken.
All recommendations will be properly followed up to ensure they are

implemented within a reasonable period of time.

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

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

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

. During the current year, the RMT held two meetings.
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. The meetings involved the discussion of the existing risks and
measures to mitigate those risks and the RMT have re-assessed the top
10 priority risks of the Group for the year ended 31st March, 2020.

The management has confirmed to the Board and the Audit Committee on
the effectiveness of the risk management and internal control systems for
the year ended 31st March, 2020. The Board, as supported by the Audit
Committee as well as the management report and the internal audit findings,
reviewed the risk management and internal control systems of the Group,
including the financial, operational and compliance controls, for the year
ended 31st March, 2020, and considered that such systems are effective and
adequate. The annual review also covered the financial reporting and staff
qualifications, experience and relevant resources.

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

For the handling and dissemination of inside information, a Disclosure Policy
has been adopted by the Board since August 2013 with an aim to provide
a general guide to the directors, officers, senior management and relevant
employees of the Company in handling of confidential information and/
or monitoring of information disclosure pursuant to applicable laws and
regulations.

The control procedures were stated and identified in the Disclosure Policy.
The Company has procedures in place to keep information confidential
and manage actual or potential conflicts of interest. The Company has an
Internal Audit Department to handle the internal audit functions, which
reports directly to the Audit Committee and the Chief Executive Officer of
the Company, and also reports the matters concerning internal control of
the Company for the year ended 31st March, 2020 to the Audit Committee
during its regular meetings.
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Ms. Wong Chi Ying, the financial controller of the Group, has been the
Company Secretary of the Company since 1999. Ms. Wong complied with the
qualification and training requirements under the Listing Rules for the year
ended 31st March, 2020.

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

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

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

As regards proposing a person for election as a director of the Company,
please refer to the “Procedures for Shareholders to Propose a Person for
Election as a Director” which is posted on the Company’s website.
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For putting forward any enquiries to the Board of the Company,
shareholders may send written enquiries to the Company.

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

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

(For the attention of the Company Secretary)

Fax: (852) 2310 9017

Email: contact@veeko.com.hk

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

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

The Company endeavors to maintain a high level of transparency in
communicating with shareholders and the investment community at large.
The Company is committed to continue to maintain an open and effective
communication policy and to update shareholders, investors and general
public on relevant information on its business in a timely manner, subject to
relevant regulatory requirements, through the annual reports, interim reports,
announcements and other corporate communications.
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The Board welcomes shareholders’ views on matters affecting the Group,
and encourages their attendance at general meetings to communicate any
concerns they may have with the Board or management directly. The
Company’s annual general meeting is an especially important forum. In
order to encourage and facilitate sharcholders’ attendance at its annual
general meeting, the Company gives at least 20 clear business days’ prior
notice together with a detailed agenda. The Chairman of the Board and
the chairman of each Board committees (or their delegates) are available to
answer questions at general meetings.

As a channel to promote effective communication, the Company maintains
a website at www.irasia.com/listco/hk/veeko/index.htm, where up-to-date
information and updates on the Company’s structure, board of directors,
announcements, financial information and other information are posted.

During the year under review, there was no change in the Company’s
Articles. An up-to-date version of the Company’s Articles is also available
on the websites of the Company and Hong Kong Exchanges and Clearing
Limited.

The Company has in place a Shareholders’ Communication Policy to ensure
that shareholders’ views and concerns are appropriately addressed. The

policy is regularly reviewed to ensure its effectiveness.

The Company has adopted a Dividend Policy on payment of dividends. The
Company do not have any pre-determined dividend payout ratio. Depending
on the financial conditions of the Company and the Group and the
conditions and factors as set out in the Dividend Policy, dividends may be
proposed and/or declared by the Board during a financial year and any final
dividend for a financial year will be subject to the shareholders’ approval.
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TO THE SHAREHOLDERS OF VEEKO INTERNATIONAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Veeko International
Holdings Limited (the “Company”) and its subsidiaries (collectively referred to
as the “Group”) set out on pages 54 to 171, which comprise the consolidated
statement of financial position as at 31st March, 2020, and the consolidated
statement of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 31st March, 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.

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

We draw attention to Note 1A to the consolidated financial statements, which
indicates that the Group incurred a net loss of HK$258,448,000 during the year
ended 31st March, 2020 and, as of that date, the Group’s current liabilities
exceeded its current assets by HK$182,064,000. These conditions, along with
other matters as set forth in note 1A to the consolidated financial statements,
indicate that a material uncertainty exists that may cast significant doubt on the
Group’s ability to continue as a going concern. Our opinion is not modified in
respect of this matter.
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Key audit matters are those matters that, in our professional judgement, were
of most significance in our audit of the consolidated financial statements of
the current period. These matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters. In addition
to the matter described in the Material Uncertainty Related to Going Concern
section, we have determined the matters described below to be the key audit
matters to be communicated in our report.

AITEHAAN R BRI EAHBABRENEE  REAEERFE
By SEBEHEGRENERERMGETTHBES -

We have identified the assessment of the allowance
for inventories as a key audit matter because of the
inherent estimation uncertainty within the assumptions
made by management when determining the allowance.

BUAGEHBERRMEFARIOMKE R_E_EF=H
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As disclosed in Notes 4 and 19 to the consolidated
financial statements, the carrying amount of
inventories (net of allowance of HK$12,394,000) is
HK$356,014,000 as at 31st March, 2020.

ATHEEBBMGFERBZGFTHEBZERSE -
Our procedures in relation to management’s estimate of
the allowance for inventories included:

o THREEEECHBMAZEERER

. Obtaining an understanding of the basis and the
information used by management to determine
the allowance;

0 FMEEEEECFERGMACEREZAERE RE
BETEEE BT ZAEREES

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

o HEAXH(BEERNEE ) MEARAZERN
FERE DT ZEREM

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

0 MELZERSEML  ARBE G RR ER
% BTG EEBMAAEZAEREE R

. Evaluating the reasonableness of the basis used
by management by examining the historical
accuracy of the estimated allowance compared to
the actual amount incurred; and
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Management has determined the allowance for obsolete
and slow-moving inventory items at the end of reporting
period with reference to the inventory ageing analysis,
expected market conditions and by comparing the
carrying amount of inventories with their estimated net
realisable values, primarily based on the latest selling
prices.

c HMEUARESRREERTEMHFEZRIBERE

tegg - S EREEAMF E RI E R IFEME At 2 A IERE
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. Assessing the reasonableness of the management’s

estimates of the net realisable values of the
inventories by comparing the amounts, on a
sample basis, to the latest selling prices of the
inventories as set out in sales invoices.

AITHANBRENEGELRRBENSZE  RAHMEREIRAHM
BN REBRECERY  MEEEREME AT EEREHY
IRE T B2 FIE R fRa% -

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

FANGRE BTSRRI R I3FTINEE » BSEEREVMEN_Z
—ERF=RA=+—HZAFEEE306.113,000#TT - MIREY
EATEETEILT07,000 TERNEBEZHLEFEZRZEE
WREMEEBARAEDS -

As disclosed in Notes 4 and 13 to the consolidated
financial statements, the fair value of the Group’s
investment properties amounted to HK$306,113,000
as at 31st March, 2020 with a decrease in fair value of
investment properties of HK$11,707,000 recognised in
the consolidated statement of profit or loss and other
comprehensive income for the year then ended.

AR EMEMLEEBCERRRE
Our procedures in relation to valuation of investment
properties included:

0 TELEEZRER  BEGEMREEBHEEGEZHRA
Rif R AEGERNZ ETEHIE

. Obtaining an understanding of the valuation
process including establishment of the valuation
techniques used and the key inputs into the
valuation model by the Valuers and management;

0 FIEAEMCEE BN REEHILE
. Evaluating the competence, capabilities and
objectivity of the Valuers;

o FHERTHEE 2 L ERMZAE N ALEE L TEER
FTERABBRBE ZGERE

. Evaluating the appropriateness of the valuation
techniques established and the reasonableness of
the key inputs and assumptions to determine the
fair value;
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The fair value of the Group’s investment properties as at
31st March, 2020 is determined based on valuations carried
out on that date by independent qualified professional
valuers (the “Valuers”). The valuations are dependent
on the establishment of the valuation technique and key
inputs to the model that involves judgement made by the
management. In determining the fair values of parking
spaces, the Valuers consider the key inputs including
market observable transactions of similar properties and
taking into account of the differences in the location
and condition of the investment properties under direct
comparison approach. In determining the fair value of the
commercial property and industrial properties, the Valuers
consider the key inputs including capitalisation rate and
monthly market rent per square foot/meter under income
capitalisation approach.

BB ZER R AR HERZRIE S LE& B
WREMEZERAMIZAHETZELR &
Comparing a selection of relevant market
observable transactions of similar properties
within comparable locations obtained from
information independently and publicly
available sources; and

B ERRARAMERZEKIE - BVSEMERE M5
BEAR Kz AHENREARLLLRMELLE -
Comparing to relevant market information
about the monthly market rent per square
foot/meter and capitalisation rate obtained
from information independently and publicly
available sources.
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How our audit addressed the key audit matters

EBEFIZERE BERBEURCHFZEFESE (EERTX) ZHAEFE
Impairment assessment of the Identified PPE and the Identified ROU assets (as defined below)

AITEHFHEELHREFURSRBELINEE - KERE
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A EZFEENAINESBAFEFRNBRRMGETIERER
R E

We identified the impairment assessment of the property,
plant and equipment other than leasehold land and
buildings and motor vehicles (the “Identified PPE”) and
right-of-use assets other than leasehold land outside Hong
Kong (the “Identified ROU assets”) as a key audit matter
due to inherent estimation uncertainty pertaining to the
assumptions and estimations is required to assess the
recoverable amounts of these assets.

AR S A TERRMIZE4  4RISFIIEE - RZZE - F=H
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As disclosed in Notes 4, 14 and 15 to the consolidated
financial statements, the carrying amount of the Identified
PPE and the Identified ROU assets, are HK$14,401,000
and HKS$176,384,000 as at 31st March, 2020, net of
accumulated depreciation and impairment loss of
HK$204,161,000 and HK$243,154,000 respectively. For
the purpose of assessing impairment of these assets,
the recoverable amounts of these assets have been
determined by the management of the Group by value in
use calculations of retail stores using the discounted cash
flow forecasts based on management’s expectations of the
market development and the past performance, where the
key input parameters include revenue growth and gross
profit margins.

REEEENTG  REE_Z"_EF=HA=+—HLFE"
ErEHENCEE  BERRBLURESH 2 EREEES 5
TR IBIE AR REEE6,790,0007 JT K 53,717,000/ 7T ©

Based on management’s assessment, impairment losses
on the Identified PPE and the Identified ROU assets of
HK$6,790,000 and HK$53,717,000 respectively have been
recognised in profit or loss during the year ended 31st
March, 2020.

AITAMEHINZEE  BERZBLUREHN EHEEEZ
BB LER 2 F BIE

Our procedures in relation to the impairment assessment
of the Identified PPE and the Identified ROU assets
included:

THEEEMCHIZEE BEREBELURESHNZ
ERAREEZREFERANER RELE

. Obtaining an understanding of the management’s
process and basis adopted in the impairment
assessment of the Identified PPE and the
Identified ROU assets;

LA B 2Rz EREEFE(EF AR - R
EEBHEEMERREMNENMGE REDEHEEE
E#ZBERE EEBHMSRENTENRRE B5£E
ROKRIREER B BT RS AMRERAERR)S
FRFTE AV RER R A ET 5 &

. Evaluating the assumptions and estimates used
in the value in use calculations of the recoverable
value using forecasts in determining whether
there are any impairment losses to be recognised
based on the management’s estimate of revenue
growth and gross profit margins with reference
to the past performance of the relevant retail
stores, management’s expectations on the market
development and the future operating plans of
the Group; and

BEBREGETBREMM  LERHSHNESE
BB R B LR MR 2 R E EZREREERR
ZREAHREEEBRRENEMME o

. Performing sensitivity analysis of key assumptions
and considering the resulting impact on the
impairment of the Identified PPE and the
Identified ROU assets and whether there were
any indicators of management bias.
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The directors of the Company are responsible for the other information. The
other information comprises the information included in the annual report, but
does not include the consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated financial statements does not cover the other

information and we do not express any form of assurance conclusion thereon.

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

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

€Iror.

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

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

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

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

control.

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

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

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

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

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

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

communication.

The engagement partner on the audit resulting in the independent auditor’s
report is Wong Kit Sum.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 30th June, 2020
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Revenue
Cost of goods sold

Gross profit
Selling and distribution costs
Administrative expenses
Other income (expense),
gains and losses
Impairment loss under expected credit
loss model, net of reversal
(Decrease) increase in fair value of
investment properties
Impairment of property, plant and
equipment
Impairment of right-of-use assets
Finance costs

Loss before tax
Income tax expense

Loss for the year

Other comprehensive income (expense)
for the year
Item that will not be reclassified
subsequently to profit or loss
Gain on revaluation of properties,
net of deferred tax

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

translation of foreign operations

Other comprehensive expense
for the year

Total comprehensive expense
for the year

Loss per share
— basic

— diluted

2020 2019
Wizt FET FET
Notes HK$’000 HK$000
5 1,042,397 1,693,426
(645,047) (1,065,060)
397,350 628,366
(463,688) (582,745)
(103,189) (108,562)
15,643 (17,901)
(3,995) =
(11,707) 21,079
(6,790) (2,197)
(53,717) -
6 (25,585) (9,057)
(255,678) (71,017)
7 (2,770) (8,334)
8 (258,448) (79,351)
3,245 4,193
(4,123) (6,774)
(878) (2,581)
(259,326) (81,932)
Al B
HK cents HK cents
12
(10.264) (3.196)
(10.264) (3.196)
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Non-current Assets

Investment properties

Property, plant and equipment

Right-of-use assets

Prepaid lease payments

Rental deposits paid

Deposits paid for acquisition of
investment property

Deferred tax assets

Current Assets
Inventories
Trade and other receivables
Prepaid lease payments
Rental and utility deposits paid
Tax recoverable

Bank balances, deposits and cash

Current Liabilities
Trade and other payables
Rental deposits received
Secured bank borrowings
Lease liabilities
Obligations under finance lease
Provision

Tax payable

Net Current (Liabilities) Assets

gz

Notes

13
14
15
16

13
18

19
20
16

21

22

23
24
25
17

2020 2019
FET FET
HK$’000 HKS$000
306,113 186,095
144,432 167,525
180,278 -
- 4,351

29,504 40,679
- 21,739

4,745 5,089
665,072 425,478
356,014 432,792
25,527 40,057
171

46,635 58,801
9,806 9,488
26,476 56,064
464,458 597,373
61,415 80,142
700 874
420,059 265,590
158,974 -
- 224

4,481 22,406
893 2,267
646,522 371,503
(182,064) 225,870
483,008 651,348




VEEKO INTERNATIONAL HOLDINGS LIMITED

EARBITR , / ///\&\\\\

Consolidated Statement of Financial Position

—Z-ZFE=H=+—H At 31st March, 2020
2020 2019
Viogz3 FET FHET
Notes HK$°000 HKS$’000
BEARR G Capital and Reserves
R& A Share capital 26 25,180 25,180
530 Reserves 329,184 604,650
354,364 629,830
FRENEE Non-current Liabilities
15 fitg Provision 17 - 9,097
SleEe Rental deposits received 577 717
EERIGE & Deferred tax liabilities 18 11,608 11,311
HERE Lease liabilities 24 116,459 -
MEHEERIE Obligations under finance lease 25 - 393
128,644 21,518
483,008 651,348

EFECINTEEFSA=1+HHt  The consolidated financial statements on pages 54 to 171 were approved and
HERRHEMESAEEITIENIREES  authorised for issue by the board of directors on 30th June, 2020 and are

FIET o WAHTIALTRREE signed on its behalf by:
FIE Cheng Chung Man, Johnny
BR§8 3 Chairman

EE Lam Yuk Sum

MERH Director
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At Ist April, 2018

Loss for the year

Other comprehensive income
(expense) for the year

Total comprehensive income
(expense) for the year

Recognition of equity-settled
share-based payments

Share options lapsed/cancelled

Released upon dissolution of a
subsidiary

Dividends recognised as
distribution (Note 11)
- cash
- scrip alternative

Sub-total

At 31st March, 2019

Adjustment (Note 2)
At st April, 2019 (restated)

Loss for the year

Other comprehensive income
(expense) for the year

Total comprehensive income
(expense) for the year

Recognition of equity-settled
share-based payments
Share options lapsed
Dividends recognised as
distribution (Note 11)
- cash

Sub-total

At 31st March, 2020

NREM i
1 1]
RE  ROEE  Property ERRE HARK AERE  Shre EFEA

Share Share  revaluation Translation Special  Statutory option  Retained Ll
capital  premium reserve Teserve Teserve - reserves reserve profits Total
Térn TEr TEn TEn  TEn  TEn  TéEx  TEn  Tix
HK$'000  HKS000  HKS'000  HK$000 HKS'000 HKS000 HK$000 HKS000  HKS'000
1515 214292 10,533 5,675 2,266 261 2106 459237 718,905
- - - = = = - (M35 (19.350)
- - 4193 (6,774) - - - - (2,581)
- - 4193 (6,774) - - - (35 (81.9%2)
- - - - - - 174 - 174
- - - = - - (1,026) 1,026 =
- - - - - 237 - 17 -
- - - - - - - (7317) (7317)
605 9,402 - - - - - (10,007) -
605 9,402 - - - (237) (852)  (16,061) (7143)
25,180 223,654 14,726 (1,099 2,266 4 1254 363825 629,830
- - - = = = - (13673) (13,673
215,180 223,654 14,726 (1,099 2,266 i 125 350,152 616,157
- - - - - - - (258.448)  (258,448)
- - 3,45 (4,123) - - - - (878)
- - 3,45 (4,123) - - - (258.448)  (259,326)
- - - - - - 51 - 51
- - - - - - (152) 152 -
- - - - - - - (2,518) (2518)
- - - = = - (101) (2,366) (2.467)
5,180 223,65 17971 (5,222) 2,266 ] 1,153 89,338 354,364
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The special reserve of the Group represents the aggregate of:

(a)

(b)

the difference between the nominal value of share capital of Veeko
Holdings Limited and the nominal value of the share capital issued
by the Company as consideration for the acquisition, arisen from the
group reorganisation in 1999; and

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

the acquisition.

The statutory reserves of the Group comprise the aggregate of:

(a)

(b)

non-distributable reserves set aside by the Macau subsidiaries in

accordance with relevant statutory requirements; and

reserves required by the relevant laws of the People’s Republic of
China (the “PRC”) applicable to the Company’s PRC subsidiary and
are appropriated at directors’ discretion, which are complied with
Articles of Association of the PRC subsidiary.
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OPERATING ACTIVITIES
Loss before tax
Adjustments for:
Scrap, shrinkage and provision for slow moving
inventories
Amortisation of prepaid lease payments
Depreciation of property, plant and equipment
Depreciation of right-of-use assets
Finance costs
Decrease (increase) in fair value of
investment properties
Interest income
Loss on disposal of property, plant and
equipment
(Reversal of) provision for onerous contracts
Impairment loss recognised in respect of
property, plant and equipment
Impairment loss recognised in respect of
right-of-use assets
Impairment loss recognised on trade
receivables, under expected credit loss model,
net of reversal
Share-based payment expenses

Operating cash flows before movements in
working capital

Decrease in inventories

Decrease in trade and other receivables

Decrease in rental and utility deposits paid

Decrease in trade and other payables

(Decrease) increase in rental deposits received

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

NET CASH FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES

Payment for acquisition of an investment property

Purchase of property, plant and equipment

Interest received

Proceeds from disposal of property, plant and
equipment

Payment for rental deposit

Deposits paid for acquisition of an investment

property

NET CASH USED IN INVESTING ACTIVITIES

2020 2019
TET FET
HK$’000 HK$°000
(255,678) (71,017)
10,371 17,533

- 176

23,542 28,991
189,598 -
25,585 9,057
11,707 (21,079)
(1,976) (62)
901 89
(4,630) 31,503
6,790 2,197
53,717 -
3,995 -

51 174
63,973 (2,438)
66,407 48,197
5,857 7,972
18,008 10,912
(19,975) (19,483)
(270) 294
134,000 45,454
(1,745) (444)
(2,685) (1,810)
129,570 43,200
(106,719) -
(9,385) (8,397)
59 62

30 227
(2,833) -
- (21,739)
(118,848) (29,847)
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FINANCING ACTIVITIES

Repayment of import loans

Repayment of bank loans

Repayment of lease liabilities/obligation
under a finance lease

Interest paid on bank borrowings

Dividends paid

New bank loans raised

New import loans raised

NET CASH USED IN
FINANCING ACTIVITIES

NET DECREASE IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT

BEGINNING OF THE YEAR

EFFECT OF FOREIGN EXCHANGE
RATE CHANGES

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

deposits and cash

2020 2019
TET FET
HK$’000 HK$’000
(315,799) (412,496)
(272,005) (65,540)
(179,356) (56)
(13,968) (9,028)
(2,518) (1,317)
413,750 73,000
328,523 401,420
(41,373) (20,017)
(30,651) (6,664)
56,064 65,168
1,063 (2,440)
26,476 56,064
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Veeko International Holdings Limited (the “Company”) was incorporated
as an exempted company with limited liability in the Cayman Islands and
its shares are listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The directors of the Company consider the direct holding
company is Silver Crown Profits Limited, a company incorporated in the
British Virgin Islands, which is ultimately owned by HSBC International
Trustee Limited for The J Cheng Family Trust. The addresses of the
registered office and the principal place of business of the Company are
disclosed in “Corporate Information” of the annual report.

The Company is an investment holding company. The principal activities of
its principal subsidiaries are set out in Note 33.

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

In preparing these consolidated financial statements, the directors of the
Company have given careful consideration to the future liquidity of the
Company and its subsidiaries (the “Group”) in light of the Group’s net loss
of HK$258,448,000 and net current liabilities position of HK$182,064,000,
the outstanding bank borrowings and lease liabilities due for repayment
against the expected future net cash inflows from operations, cash and cash
equivalents and the existing credit facilities of the Group.

The Group has prepared a cash flow projection based on management’s
judgments and estimations of key inputs and market conditions, including
revenue and expenditure growth of the business and working capital needs
and, the continued renewal of the banking facilities as disclosed in Note
23. The directors’ assessment included consideration of potential downside
factors and working capital sensitivities and have identified mitigating actions
that could be taken to further reduce cash expenditure if necessary or increase
credit facilities.

The directors of the Company consider that after taking into account the
cash and cash equivalents, internal resources and, existing credit facilities
and cash flow projections including sensitivity scenarios, the Group will
have sufficient liquidity to meet its financial obligations for at least the next
twelve months from the date of approval of these consolidated financial
statements. Accordingly, the consolidated financial statements have been
prepared on a going concern basis.
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The Group has applied the following new and amendments to HKFRSs

issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA™) for the first time in the current year:

HKEFRS 16
HK(IFRIC)-Int 23

Amendments to HKFRS 9

Amendments to HKAS 19
Amendments to HKAS 28

Amendments to HKFRSs

Leases
Uncertainty over Income Tax Treatments

Prepayment Features with Negative Compensation

Plan Amendment, Curtailment or Settlement
Long-term Interests in Associates and Joint Ventures

Annual Improvements to HKFRSs 2015-2017 Cycle

Except as described below, the application of the new and amendments to

HKFRSs in the current year has had no material impact on the Group’s

financial positions and performance for the current and prior years and/or on

the disclosures set out in these consolidated financial statements.



21  BEBUBHEEREICGEHEE
AEERAFECEXERETERBERE
HRFIRAE (" FEMBRSERE6
5.) o BAMBRELEEIGRIAEE
BRI TREE (T EAEERET
1) REARRARRRE -

HEZEZ

AEBCSRETTHESE - MENER
BRI ANEITRREE (BRI BR
EREEREE)-REEIRECLHESDS
BEHEHNREE SN EREEIME
HREHERE 1657 - I MR STHIIL KRR
RAEEHEZAMEAZEL - @At - K
EENEEMTERDIBERBRIERE
e A=¢ S

PR —B—NFNE—HEZ#ET LS
HZENME » AEBRRFEEHNEEE
SHERIRBE B BRE LRI E165RMH
HHEEABEEZES -

15 AFIA
AEE DB MRS EMBRE LA E 6
% RN _E—NENA—H
AR & B R -

AZE—NENA—H  AEBIRE@E
BRMEEERTEEAEEE BB
S AMEEERESEMERE2ERZE6
5 BEREEBMEERES ZAIZ16.C8(b)
()SRBIE R R FEFE B HA(E FRAERASE
B EBEAYIE BEFFIREITING - REX
FEFB B ERR 1T = 5B it HR A IR T i FI °E
R BBABIILEEEF -

HOEER R AR E LR F 165RIR
TZAMERTB T ERS - AEBRZRIAN
BEREHEMEREESEEANL AR
BEAGEANBITRSRAEEHEEZ
HEBRUTATHENE

2.1 HKFRS 16 Leases

The Group has applied HKFRS 16 Leases (“HKFRS 16”) for the first time in
the current year. HKFRS 16 superseded HKAS 17 Leases (“HKAS 17”), and
the related interpretations.

Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16 to
contracts that were previously identified as leases applying HKAS 17 and
HK(IFRIC)-Int 4 Determining whether an Arrangement contains a Lease and
not apply this standard to contracts that were not previously identified as
containing a lease. Therefore, the Group has not reassessed contracts which
already existed prior to the date of initial application.

For contracts entered into or modified on or after 1st April, 2019, the Group
applies the definition of a lease in accordance with the requirements set out in
HKFRS 16 in assessing whether a contract contains a lease.

As a lessee

The Group has applied HKFRS 16 retrospectively with the cumulative effect
recognised at the date of initial application, 1st April, 2019.

As at Ist April, 2019, the Group recognised lease liabilities and measured
right-of-use assets at the carrying amounts as if HKFRS 16 had been applied
since commencement dates, but discounted using the incremental borrowing
rates of the relevant group entities at the date of initial application by
applying HKFRS 16.C8(b)(i) transition. Any difference at the date of initial
application is recognised in the opening retained profits and comparative
information has not been restated.

When applying the modified retrospective approach under HKFRS 16 at
transition, the Group applied the following practical expedients to leases
previously classified as operating leases under HKAS 17, on lease-by-lease
basis, to the extent relevant to the respective lease contracts:
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2.1

HKFRS 16 Leases ( Continued)

As a lessee (Continued)

1.

ii.

1i.

iv.

relied on the assessment of whether leases are onerous by applying
HKAS 37 Provisions, Contingent Liabilities and Contingent Assets as
an alternative of impairment review;

elected not to recognise right-of-use assets and lease liabilities for
leases with lease term ends within 12 months of the date of initial
application;

excluded initial direct costs from measuring the right-of-use assets at
the date of initial application;

applied a single discount rate to a portfolio of leases with a similar
remaining terms for similar class of underlying assets in similar
economic environment; and

used hindsight based on facts and circumstances as at date of initial
application in determining the lease term for the Group’s leases with
extension and termination options.

When recognising the lease liabilities for leases previously classified as

operating leases, the Group has applied incremental borrowing rates of the

relevant group entities at the date of initial application. The weighted average

incremental borrowing rates applied by the relevant group entities range from
3.75% to 4.85% per annum.
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2.1 HKFRS 16 Leases ( Continued)

As a lessee (Continued)

Operating lease commitments disclosed
as at 31st March, 2019

Lease liabilities discounted at relevant
incremental borrowing rates

Less: Recognition exemption — short-term leases and
practical expedient — leases with lease term ending
within 12 months from the date of initial application

Lease liabilities relating to operating lease recognised
upon application of HKFRS 16
Add: Obligations under finance lease
recognised as at 31st March, 2019

Lease liabilities as at 1st April, 2019

Analysed as
Current
Non-current

#E
_E-AEF
mAE—H
As at

Ist April,
2019
TFET
HK$°000

408,963

343,524

(66,249)

277,275

617

277,892

151,727

126,165

277,892
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2.1 HKFRS 16 Leases ( Continued)

As a lessee (Continued)

The carrying amount of right-of-use assets as at 1st April, 2019 comprises the

following:

Right-of-use assets relating to operating leases
recognised upon application of HKFRS 16

Reclassified from prepaid lease payments

Amounts included in property, plant and

equipment under HKAS 17

— Restoration and reinstatement costs
Adjustments on rental deposits at 1st April, 2019

Less: Provisions for onerous leases

By class of underlying assets:
Retail stores and office properties
Leasehold land outside Hong Kong

bz

Notes

(a)

(b)

(©)
(d)

EREEE
Right-of-use

assets

THERT

HKS$°000

261,215
4,522

1,487

2,694

(22,392)

247,526

243,004
4,522

247,526
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2.1

HKFRS 16 Leases ( Continued)

As a lessee (Continued)

Notes:

(a)

(b)

(©)

(d)

Upfront payments for leasehold lands in the PRC were classified as
prepaid lease payments as at 31st March, 2019. Upon application
of HKFRS 16, the current and non-current portion of prepaid lease
payments amounting to HK$171,000 and HK$4,351,000 respectively were
reclassified to right-of-use assets.

In relation to the leases of properties that the Group acts as lessee, the
carrying amount of the estimated costs of reinstating the rented premises
previously included in property, plant and equipment amounting to
HKS$1,487,000 as at 1st April, 2019 were included as right-of-use assets.

Before the application of HKFRS 16, the Group considered refundable
rental deposits paid as rights and obligations under leases to which HKAS
17 applied. Based on the definition of lease payments under HKFRS
16, such deposits are not payments relating to the right to use of the
underlying assets and were adjusted to reflect the discounting effect at
transition. Accordingly, HK$2,694,000 was adjusted to refundable rental
deposits paid and right-of-use assets.

These relate to provisions for onerous leases for several retail stores. The
carrying amount of the provisions as at 1st April, 2019 was adjusted to
right-of-use assets at transition.
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2.1

HKFRS 16 Leases ( Continued)

As a lessor

In accordance with the transitional provisions in HKFRS 16, the Group is

not required to make any adjustment on transition for leases in which the

Group is a lessor but account for these leases in accordance with HKFRS 16

from the date of initial application and comparative information has not been

restated.

(a)

(b)

Upon application of HKFRS 16, new lease contracts entered into but
commence after the date of initial application relating to the same
underlying assets under existing lease contracts are accounted as if
the existing leases are modified as at 1st April, 2019. The application
has had no impact on the Group’s consolidated statement of financial
position at Ist April, 2019. However, effective 1st April, 2019, lease
payments relating to the revised lease term after modification are
recognised as income on straight-line basis over the extended lease
term.

Before application of HKFRS 16, refundable rental deposits received
were considered as rights and obligations under leases to which HKAS
17 applied under rental deposits received. Based on the definition of
lease payments under HKFRS 16, such deposits are not payments
relating to the right-of-use assets and should be adjusted to reflect the
discounting effect at transition. However, the adjustment to present
value is insignificant to be recognised at the date of initial application,
Ist April, 2019.



2.1 EBEUBEHMETEREIcHHEE 2.1 HKFRS 16 Leases ( Continued)
(&)

TEABHFA(HE) As a lessor (Continued)

TRBMBEESEUFRMEZRZEISE  The following table summarises the impact of transition to HKFRS 16 on
HR_E—NFNB—HZRF#RFZE  retained profits at 1st April, 2019.

=,
- EF
A — B &4
HEEMBRS
HERIZE165%
2B
Impact of
adopting
HKFRS 16 at
Ist April, 2019
T
HK$°000
BERF Retained profits
FER & EBRMEMEERE165RR B (HEE) Decrease upon application of HKFRS 16 (Note) (13,673)
A _E—NFENR—HZEE Impact at 1st April, 2019 (13,673)
Wit WMBEEGHERFITRBIB/E Nore: The difference between the rental expenses charged to profit or loss under
R ERX RIRBEEEMBERS HKAS 17 and the aggregate amount of depreciation of right-of-use assets
HERIEISREREEETELRM and interest expense on lease liabilities under HKFRS 16 as if HKFRS
SREMNSAZREMRE ZBE 16 had been applied since the commencement dates of the leases (i.e. the
BOBMBEMBRELLE 6528 difference between right-of-use assets and lease liabilities recognised as at
B SR EMEEER - BAH initial application of HKFRS 16) has been adjusted to retained profits.

YR FE P& B B 5 R 5 ZE R 5 1 657 RS
BREAKEEREEREZE
) CREERTHT -

ZABTEEHAAEREHRBZ The adjustment also included accrued lease liabilities for leases of retail
TEEHHEEZEAEERE -1 stores in which the lessors provided rent-free period. The carrying amount
“E-NENR-B ENESR of the lease incentive liabilities under trade and other payables as at st
BREMEMRBETZHEEER April, 2019 was adjusted to retained profits at transition.

B REET R REERT
] o
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2.1 HKFRS 16 Leases ( Continued)

Non-current Assets

Property, plant and equipment
Prepaid lease payments
Right-of-use assets

Rental deposits paid

Current Assets
Prepaid lease payments

Capital and Reserves
Reserves

Current Liabilities

Lease liabilities

Obligations under finance lease
Trade and other payables
Provision

Non-current Liabilities
Lease liabilities

Obligations under finance lease
Provision

Note:

statement o

The following adjustments were made to the amounts recognised in the
consolidated statement of financial position at 1st April, 2019. Line items
that were not affected by the changes have not been included.

_ R_B—Ni
]| B —BHiRE
R-B—NEF FEUBHE
=B=+—H ) HBIEI65R
HEREE HEE fREE
Carrying Carrying
amounts amounts
previously under
reported at HKFRS 16
31st March, at 1st April,
2019 Adjustments 2019

FET FET FET
HK$°000 HK$’000 HK$°000
167,525 (1,487) 166,038

4,351 (4,351) -

— 247,526 247,526

40,679 (2,694) 37,985

171 (171) -

604,650 (13,673) 590,977

- 151,727 151,727

224 (224) -

80,142 (2,387) 77,755

22,406 (13,295) 9,111

- 126,165 126,165

393 (393) -

9,097 (9,097) -

For the purpose of reporting cash flows from operating activities under

indirect method for the year ended 31st March, 2020, movements in

working cafpltal have been computed based on opening consolidated
financial position as at 1st April, 2019 as disclosed above.

No adjustments have been made, in the application of HKFRS 16 as a lessor,
on the Group’s consolidated statement of financial position as at 31st March,
2020 and its consolidated statement of profit or loss and other comprehensive
income and consolidated statement of cash flows for the current year.
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The Group has not early applied the following new and amendments to
HKFRSs that have been issued but are not yet effective:

HKFRS 17 Insurance Contracts'

Amendment to HKFRS 16 COVID-19 Related Rent Concessions®
Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 3 Reference to the Conceptual Framework®

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

Amendments to HKAS 1 and HKAS § Definition of Material*

Amendments to HKAS 16 Property, Plant and Equipment - Proceeds before Intended
Use’

Amendments to HKAS 37 Onerous Contracts — Cost of Fulfilling a Contract’

Amendments to HKFRS 9, HKAS 39 and Interest Rate Benchmark Reform*
HKFRS 7

Amendments to HKFRSs Annual Improvements to HKFRSs 2018-2020°

Effective for annual periods beginning on or after 1st January, 2021.

o

Effective for business combinations and asset acquisitions for which the
acquisition date is on or after the beginning of the first annual period
beginning on or after 1st January, 2020.

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

Effective for annual periods beginning on or after Ist January, 2020.
Effective for annual periods beginning on or after 1st January, 2022.

Effective for annual periods beginning on or after 1st June, 2020.

In addition to the above new and amendments to HKFRSs, a revised
Conceptual Framework for Financial Reporting was issued in 2018. Its
consequential amendments, the Amendments to References to the Conceptual
Framework in HKFRS Standards, will be effective for annual periods
beginning on or after 1st January, 2020.
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Amendment to HKFRS 16 COVID-19-Related Rent Concessions

The amendment is effective for annual reporting periods beginning on or
after 1st June, 2020.

The amendment introduces a new practical expedient for lessees to elect not
to assess whether a COVID-19-related rent concession is a lease modification.
The practical expedient only applies to rent concessions occurring as a direct
consequence of the COVID-19 that meets all of the following conditions:

. the change in lease payments results in revised consideration for the
lease that is substantially the same as, or less than, the consideration
for the lease immediately preceding the change;

. any reduction in lease payments affects only payments originally due
on or before 30th June, 2021; and

. there is no substantive change to other terms and conditions of the
lease.

A lessee applying the practical expedient accounts for changes in lease
payments resulting from rent concessions the same way it would account
for the changes applying HKFRS 16 Leases if the changes were not a lease
modification. Forgiveness or waiver of lease payments are accounted for as
variable lease payments.

The related lease liabilities are adjusted to reflect the amounts forgiven or
waived with a corresponding adjustment recognised in the profit or loss in the
period in which the event occurs.

The application of the amendment is expected to have impact on the financial
positions and performance of the Group if the Group would elect to early
apply the amendment for the Group’s annual period beginning on 1st April,
2020.
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The consolidated financial statements have been prepared in accordance with
HKFRSs issued by the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by the Rules Governing the
Listing of Securities (the “Listing Rules”) on the Stock Exchange and by the
Hong Kong Companies Ordinance.

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

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

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at
the measurement date, regardless of whether that price is directly observable
or estimated using another valuation technique. In estimating the fair value
of an asset or a liability, the Group takes into account the characteristics of
the asset or liability if market participants would take those characteristics
into account when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for share-based
payment transactions that are within the scope of HKFRS 2 Share-based
Payment, leasing transactions that are accounted for in accordance with
HKFRS 16 (since Ist April, 2019) or HKAS 17 (before application of
HKFRS 16), and measurements that have some similarities to fair value but
are not fair value, such as net realisable value in HKAS 2 Inventories or value
in use in HKAS 36 Impairment of Assets.

A fair value measurement of a non-financial asset takes into account a
market participant’s ability to generate economic benefits by using the asset
in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

For investment properties which are transacted at fair value and a valuation
technique that unobservable inputs is to be used to measure fair value in
subsequent periods, the valuation technique is calibrated so that at initial
recognition the results of the valuation technique equals the transaction price.
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In addition, for financial reporting purposes, fair value measurements are
categorised into Level 1, 2 or 3 based on the degree to which the inputs to the
fair value measurements are observable and the significance of the inputs to
the fair value measurement in its entirety, which are described as follows:

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

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

indirectly; and

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

The principal accounting policies are set out below.

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

. has power over the investee;

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

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

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

Consolidation of a subsidiary begins when the Group obtains control over
the subsidiary and ceases when the Group loses control of the subsidiary.
Specifically, income and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement of profit or loss
and other comprehensive income from the date the Group gains control until
the date when the Group ceases to control the subsidiary.
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When necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies in line with the Group’s
accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are eliminated in full
on consolidation.

The Group 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 the customer.

A performance obligation represents a good (or a bundle of goods) that is
distinct or a series of distinct goods that are substantially the same.

Control is transferred over time and revenue is recognised over time by
reference to the progress towards complete satisfaction of the relevant
performance obligation if one of the following criteria is met:

. the customer simultaneously receives and consumes the benefits
provided by the Group’s performance as the Group performs;

. the Group’s performance creates or enhances an asset that the
customer controls as the Group performs; or

. the Group’s performance does not create an asset with an alternative
use to the Group and the Group has an enforceable right to payment
for performance completed to date.

Otherwise, revenue is recognised at a point in time when the customer obtains
control of the distinct goods.
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For revenue from sale of cosmetics and ladies fashion in which control of the
goods are transferred to customers at a point in time, revenue is recognised
when the customers accept the goods and the Group has present right to
payment and collection of the consideration is probable.

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

Effective 1st April, 2019, investment properties also include leased properties
which are being recognised as right-of-use assets upon application of HKFRS
16 and subleased by the Group under operating leases.

Investment properties are initially measured at cost, including any directly
attributable expenditure. Subsequent to initial recognition, investment
properties are measured at their fair value, adjusted to exclude any prepaid or
accrued operating lease income.

Gains or losses arising from changes in the fair value of investment properties

are included in profit or loss for the period in which they arise.

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

An investment property is derecognised upon disposal or when the investment
property is permanently withdrawn from use and no future economic benefits
are expected from its disposals. Effective 1st April, 2019, a leased property
which is recognised as a right-of-use asset upon application of HKFRS 16
is derecognised if the Group as intermediate lessor classifies the sublease as
a finance lease. Any gain or loss arising on derecognition of the property
(calculated as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in profit or loss in the period in
which the property is derecognised.
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Property, plant and equipment including leasehold land and buildings
held for use in the production or supply of goods and services, or for
administrative purposes are stated in the consolidated statement of financial
position at cost or deemed cost less subsequent accumulated depreciation and
accumulated impairment losses, if any.

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

When the Group makes payments for ownership interests of property which
includes both leasehold land and building elements, the entire consideration is
allocated between the leasehold land and the building elements in proportion
to the relative fair values at initial recognition.

To the extent the allocation of the relevant payments can be made reliably,
interest in leasehold land is presented as “right-of-use assets” (upon
application of HKFRS 16) or “prepaid lease payments” (before application
of HKFRS 16) in the consolidated statement of financial position except for
those that are classified and accounted for as investment properties under
the fair value model. When the consideration cannot be allocated reliably
between non-lease building element and undivided interest in the underlying
leasehold land, the entire properties are classified as property, plant and
equipment.

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

An item of property, plant and equipment is derecognised upon disposal or
when no future economic benefits are expected to arise from the continued
use of the asset. Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the difference between
the sales proceeds and the carrying amount of the asset and is recognised in
profit or loss.
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At the end of the reporting period, the Group reviews the carrying amounts
of its property, plant and equipment and right-of-use assets to determine
whether there is any indication that these assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the relevant
asset is estimated in order to determine the extent of the impairment loss, if

any.

The recoverable amount of property, plant and equipment and right-of-use
assets are estimated individually. When it is not possible to estimate the
recoverable amount individually, the Group estimates the recoverable
amount of the cash-generating unit to which the asset belongs.

In testing a cash-generating unit for impairment, corporate assets are
allocated to the relevant cash-generating unit when a reasonable and
consistent basis of allocation can be established, or otherwise they
are allocated to the smallest group of cash generating units for which
a reasonable and consistent allocation basis can be established. The
recoverable amount is determined for the cash-generating unit or group of
cash-generating units to which the corporate asset belongs, and is compared
with the carrying amount of the relevant cash-generating unit or group of

cash-generating units.

Recoverable amount is the higher of fair value less costs of disposal and
value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific
to the asset (or a cash-generating unit) for which the estimates of future cash

flows have not been adjusted.
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If the recoverable amount of an asset (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount of the
asset (or a cash-generating unit) is reduced to its recoverable amount. For
corporate assets or portion of corporate assets which cannot be allocated
on a reasonable and consistent basis to a cash-generating unit, the Group
compares the carrying amount of a group of cash-generating units, including
the carrying amounts of the corporate assets or portion of corporate assets
allocated to that group of cash-generating units, with the recoverable amount
of the group of cash-generating units. In allocating the impairment loss, the
impairment loss is allocated on a pro-rata basis based on the carrying amount
of each asset in the unit or the group of cash-generating units. The carrying
amount of an asset is not reduced below the highest of its fair value less costs
of disposal (if measurable), its value in use (if determinable) and zero. The
amount of the impairment loss that would otherwise have been allocated
to the asset is allocated pro rata to the assets of the unit or the group of
cash-generating units. An impairment loss is recognised immediately in profit
or loss.

Where an impairment loss subsequently reverses, the carrying amount of
the asset (or cash-generating unit or a group of cash-generating units) is
increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would
have been determined had no impairment loss been recognised for the asset
(or a cash-generating unit or a group of cash-generating units) in prior
years. A reversal of an impairment loss is recognised immediately in profit or
loss.
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Definition of a lease (upon application of HKFRS 16 in accordance with
transitions in Note 2)

A contract is, or contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of time in exchange for
consideration.

For contracts entered into or modified or arising from business combinations
on or after the date of initial application, the Group assesses whether a
contract is or contains a lease based on the definition under HKFRS 16
at inception, modification date or acquisition date, as appropriate. Such
contract will not be reassessed unless the terms and conditions of the contract

are subsequently changed.

The Group as a lessee (upon application of HKFRS 16 in accordance with

transitions in Note 2)
Allocation of consideration to components of a contract

For a contract that contains a lease component and one or more additional
lease or non-lease components, the Group allocates the consideration in the
contract to each lease component on the basis of the relative stand-alone
price of the lease component and the aggregate stand-alone price of the

non-lease components.

Non-lease components are separated from lease component and are
accounted for by applying other applicable standards.

Short-term leases

The Group applies the short-term lease recognition exemption to leases of
retail stores and office properties that have a lease term of 12 months or less
from the commencement date and do not contain a purchase option. Lease
payments on short-term leases are recognised as expense on a straight-line
basis or another systematic basis over the lease term.
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The Group as a lessee (upon application of HKFRS 16 in accordance with
transitions in Note 2) ( Continued)

Right-of-use assets
The cost of right-of-use asset includes:

. the amount of the initial measurement of the lease liability;

. any lease payments made at or before the commencement date, less
any lease incentives received;

. any initial direct costs incurred by the Group; and

. an estimate of costs to be incurred by the Group in dismantling and
removing the underlying assets, restoring the site on which it is located
or restoring the underlying asset to the condition required by the terms
and conditions of the lease.

Except for those that are classified as investment properties and measured
under fair value model, right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities.

Right-of-use assets in which the Group is reasonably certain to obtain
ownership of the underlying leased assets at the end of the lease term are
depreciated from commencement date to the end of the useful life. Otherwise,
right-of-use assets are depreciated on a straight-line basis over the shorter of
its estimated useful life and the lease term.

The Group presents right-of-use assets that do not meet the definition of
investment property as a separate line item on the consolidated statement of
financial position. Right-of-use assets that meet the definition of investment
property are presented with “investment properties”.

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9 Financial
Instruments (“HKFRS 97) and initially measured at fair value. Adjustments
to fair value at initial recognition are considered as additional lease payments
and included in the cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group recognises and measures the
lease liability at the present value of lease payments that are unpaid at that
date. In calculating the present value of lease payments, the Group uses the
incremental borrowing rate at the lease commencement date if the interest
rate implicit in the lease is not readily determinable.
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The Group as a lessee (upon application of HKFRS 16 in accordance with

transitions in Note 2) ( Continued)
Lease liabilities (Continued)

The lease payments include:

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

incentives receivable;

. variable lease payments that depend on an index or a rate, initially
measured using the index or rate as at the commencement date;

. 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 the option; and

. payments of penalties for terminating a lease, if the lease term reflects
the Group exercising an option to terminate the lease.

Variable lease payments that reflect changes in market rental rates are
initially measured using the market rental rates as at the commencement date.
Variable lease payments that do not depend on an index or a rate are not
included in the measurement of lease liabilities and right-of-use assets, and
are recognised as expense in the period in which the event or condition that

triggers the payment occurs.
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The Group as a lessee (upon application of HKFRS 16 in accordance with

transitions in Note 2) ( Continued)
Lease liabilities (Continued)

After the commencement date, lease liabilities are adjusted by interest

accretion and lease payments.

The Group remeasures lease liabilities (and makes a corresponding
adjustment to the related right-of-use assets) whenever:

. the lease term has changed or there is a change in the assessment of
exercise of a purchase option, in which case the related lease liability is
remeasured by discounting the revised lease payments using a revised
discount rate at the date of reassessment.

. the lease payments change due to changes in market rental rates
following a market rent review/expected payment under a guaranteed
residual value, in which cases the related lease liability is remeasured
by discounting the revised lease payments using the initial discount
rate.

The Group presents lease liabilities as a separate line item on the consolidated
statement of financial position.
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The Group as a lessee (upon application of HKFRS 16 in accordance with
transitions in Note 2) ( Continued)

Lease modifications

The Group accounts for a lease modification as a separate lease if:

. the modification increases the scope of the lease by adding the right to
use one or more underlying assets; and

. the consideration for the leases increases by an amount commensurate
with the stand-alone price for the increase in scope and any
appropriate adjustments to that stand-alone price to reflect the
circumstances of the particular contract.

For a lease modification that is not accounted for as a separate lease, the
Group remeasures the lease liability based on the lease term of the modified
lease by discounting the revised lease payments using a revised discount rate
at the effective date of the modification.

The Group accounts for the remeasurement of lease liabilities by making
corresponding adjustments to the relevant right-of-use asset. When the
modified contract contains a lease component and one or more additional
lease or non-lease components, the Group allocates the consideration in
the modified contract to each lease component on the basis of the relative
stand-alone price of the lease component and the aggregate stand-alone price
of the non-lease components.

The Group as a lessee (prior to 1st April, 2019)

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

Assets held under finance leases are recognised as assets of the Group at
their fair value at the inception of the lease or, if lower, at the present value
of the minimum lease payments. The corresponding liability to the lessor is
included in the consolidated statement of financial position as a finance lease
obligation.
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The Group as a lessee (prior to 1st April, 2019) ( Continued)

Lease payments are apportioned between finance expenses and reduction
of the lease obligation so as to achieve a constant rate of interest on
the remaining balance of the liability. Finance expenses are recognised
immediately in profit or loss. Contingent rentals are recognised as expenses in
the periods in which they are incurred.

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

Lease incentives relating to operating leases are considered as integral part
of lease payments, the aggregate benefit of incentives is recognised as a
reduction of rental expense on a straight-line basis.

The Group as a lessor
Classification and measurement of leases

Leases for which the Group is a lessor are classified as finance or operating
leases. Whenever the terms of the lease transfer substantially all the risks
and rewards incidental to ownership of an underlying asset to the lessee,
the contract is classified as a finance lease. All other leases are classified as

operating leases.

Rental income from operating leases is recognised in profit or loss on a
straight-line basis over the term of the relevant lease. Initial direct costs
incurred in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset, and such costs are recognised as an
expense on a straight-line basis over the lease term except for investment
properties measured under fair value model. Upon application of HKFRS 16
on Ist April, 2019, variable lease payments for operating leases that depend
on an index or a rate are estimated and included in the total lease payments
to be recognised on a straight-line basis over the lease term. Variable lease
payments that do not depend on an index or a rate are recognised as income

when they arise.
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The Group as a lessor (upon application of HKFRS 16 in accordance with

transitions in Note 2)
Allocation of consideration to components of a contract

When a contract includes both leases and non-lease components, the Group
applies HKFRS 15 Revenue from Contracts with Customers (“HKFRS
15”) to allocate consideration in a contract to lease and non-lease
components. Non-lease components are separated from lease component on

the basis of their relative stand-alone selling prices.

Refundable rental deposits

Refundable rental deposits received are accounted for under HKFRS 9
and initially measured at fair value. Adjustments to fair value at initial
recognition are considered as additional lease payments from lessees.

Lease modification

The Group accounts for a modification to an operating lease as a new
lease from the effective date of the modification, considering any prepaid
or accrued lease payments relating to the original lease as part of the lease

payments for the new lease.

Inventories are stated at the lower of cost and net realisable value. Cost of
inventories are determined on a weighted average method. Net realisable
value represents the estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.
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Government grants are not recognised until there is reasonable assurance that
the Group will comply with the conditions attaching to them and that the
grants will be received.

Government grants that are receivable as compensation for expenses or losses
already incurred or for the purpose of giving immediate financial support to
the Group with no future related costs are recognised in profit or loss in the

period in which they become receivable.

Provisions are recognised when the Group has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Group will be
required to settle that obligation, and a reliable estimate can be made of the

amount of the obligation.

The amount recognised as a provision is the best estimate of the
consideration required to settle the present obligation at the end of the
reporting period, taking into account the risks and uncertainties surrounding
the obligation. When a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the present value of
those cash flows (where the effect of the time value of money is material).

Present obligations arising under onerous contracts are recognised and
measured as provisions. An onerous contract is considered to exist where
the Group has a contract under which the unavoidable costs of meeting the
obligations under the contract exceed the economic benefits expected to be
received from the contract.

For onerous contracts relating to leases in which the Group opts to apply
HKFRS 16.C10(b) practical expedient at date of initial application of
HKFRS 16, the Group adjusted the amount of provision for onerous leases
recognised in the consolidated statement of financial position immediately
before the date of initial application to the relevant right-of-use assets.



BERAEZRIE  BENEESER
BEEMELE  FREETE—BRREHE
BIERZERARNHE Bt ARZEEL
A BEEEERN A BUEERZ
EEEHE o

FTBEH A EE AT EE RN RS T E

e

EEEARAAEMIAESHEXHSH
- eREEREAMRMERWKERS - 78
DERAXBARHEZ RMEEITZE
B R EIE AR R ARRRRERS - LERAX
HB A B H SR JR A T S AR KE B IR (5 T ET RS
RAZHEEZEHMEEBASLE -

THEEREMBENRRATEETE
(RIBEBMBRESLERNE SRR E
WERESHNELENEINE S FIARIL) -
W RTEMEERSMBEEREN
R B MARIRESRS A £ R E EE
B ERNATEE  SHPHERGRF
TBRmME) o

BERAREDHESHEENSHMAMEZ
5 A A R AR AR R HA R 8 0 F S U R F
BRXZTEE BRI REMEER
TRl B A TREAE A AR B2 RA R (1
BA ) ERABEETRRREWARSR(E
FERTA B 32 A7 B 2 U ENBE 18 il B2 RE E R F
R BERARMY - THMAREMBER
i) o R E AR ZREFELZ
F= o

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

ready for the intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in

which they are incurred.

Financial assets and financial liabilities are recognised when a group entity
becomes a party to the contractual provisions of the instrument. All regular
way purchases or sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within the time frame
established by regulation or convention in the market place.

Financial assets and financial liabilities are initially measured at fair value
except for trade receivables arising from contracts with customers which
are initially measured in accordance with HKFRS 15. Transaction costs
that are directly attributable to the acquisition or issue of financial assets
and financial liabilities are added to or deducted from the fair value of the

financial assets or financial liabilities, as appropriate, on initial recognition.

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

a shorter period, to the net carrying amount on initial recognition.
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Financial assets
Classification and subsequent measurement of financial assets

Financial assets that meet the following conditions are subsequently
measured at amortised cost:

. the financial asset is held within a business model whose objective is to
collect contractual cash flows; and

. the contractual terms give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount
outstanding.

Amortised cost and interest income

Interest income is recognised using the effective interest method for financial
assets measured subsequently at amortised cost. Interest income is calculated
by applying the effective interest rate to the gross carrying amount of a
financial asset, except for financial assets that have subsequently become
credit-impaired (see below). For financial assets that have subsequently
become credit-impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial asset from the next
reporting period. If the credit risk on the credit-impaired financial instrument
improves so that the financial asset is no longer credit-impaired, interest
income is recognised by applying the effective interest rate to the gross
carrying amount of the financial asset from the beginning of the reporting
period following the determination that the asset is no longer credit-impaired.
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Financial assets ( Continued)
Impairment of financial assets

The Group performs impairment assessment under expected credit loss
(“ECL”) model on financial assets (including trade and other receivables,
bank balances and deposits, and rental and utility deposits paid) which are
subject to impairment under HKFRS 9. The amount of ECL is updated at
each reporting date to reflect changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all possible default
events over the expected life of the relevant instrument. In contrast, 12-month
ECL (“12m ECL”) represents the portion of lifetime ECL that is expected
to result from default events that are possible within 12 months after the
reporting date. Assessment are done based on the Group’s historical credit
loss experience, adjusted for factors that are specific to the debtors, general
economic conditions and an assessment of both the current conditions at the
reporting date as well as the forecast of future conditions.

The Group always recognises lifetime ECL for trade receivables. The ECL on
trade receivables are assessed individually for each debtor.

For all other instruments, the Group measures the loss allowance equal to
12m ECL, unless when there has been a significant increase in credit risk since
initial recognition, the Group recognises lifetime ECL. The assessment of
whether lifetime ECL should be recognised is based on significant increase in
the likelihood or risk of a default occurring since initial recognition.
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Financial assets ( Continued)
Impairment of financial assets (Continued)

(1) Significant increase in credit risk

In assessing whether the credit risk has increased significantly since initial
recognition, the Group compares the risk of a default occurring on the
financial instrument as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of initial recognition.
In making this assessment, the Group considers both quantitative and
qualitative information that is reasonable and supportable, including
historical experience and forward-looking information that is available
without undue cost or effort.

In particular, the following information is taken into account when assessing
whether credit risk has increased significantly:

. an actual or expected significant deterioration in the financial
instrument’s external (if available) or internal credit rating;

. significant deterioration in external market indicators of credit risk,
e.g. a significant increase in the credit spread, the credit default swap
prices for the debtor;

. existing or forecast adverse changes in business, financial or economic
conditions that are expected to cause a significant decrease in the
debtor’s ability to meet its debt obligations;

. an actual or expected significant deterioration in the operating results
of the debtor;

. an actual or expected significant adverse change in the regulatory,
economic, or technological environment of the debtor that results in a

significant decrease in the debtor’s ability to meet its debt obligations.
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Financial assets ( Continued)
Impairment of financial assets (Continued)

(1) Significant increase in credit risk (Continued)

Irrespective of the outcome of the above assessment, the Group presumes
that the credit risk has increased significantly since initial recognition when
contractual payments are more than 30 days past due, unless the Group has
reasonable and supportable information that demonstrates otherwise.

Despite the aforegoing, the Group assumes that the credit risk on a debt
instrument has not increased significantly since initial recognition if the debt
instrument is determined to have low credit risk at the reporting date. A debt
instrument is determined to have low credit risk if (i) it has a low risk of
default, (ii) the borrower has a strong capacity to meet its contractual cash
flow obligations in the near term and (iii) adverse changes in economic and
business conditions in the longer term may, but will not necessarily, reduce
the ability of the borrower to fulfil its contractual cash flow obligations. The
Group considers a debt instrument to have low credit risk when it has an
internal or external credit rating of “investment grade” as per globally
understood definitions.

The Group regularly monitors the effectiveness of the criteria used to identify
whether there has been a significant increase in credit risk and revises them
as appropriate to ensure that the criteria are capable of identifying significant
increase in credit risk before the amount becomes past due.

(i1) Definition of default

For internal credit risk management, the Group considers an event of default
occurs when information developed internally or obtained from external
sources indicates that the debtor is unlikely to pay its creditors, including
the Group, in full (without taking into account any collaterals held by the
Group).

Irrespective of the above, the Group considers that default has occurred
when a financial asset is more than 90 days past due unless the Group has
reasonable and supportable information to demonstrate that a more lagging
default criterion is more appropriate.
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Financial assets ( Continued)
Impairment of financial assets (Continued)

(i)  Credit-impaired financial assets

A financial asset is credit-impaired when one or more events of default that
have a detrimental impact on the estimated future cash flows of that financial
asset have occurred. Evidence that a financial asset is credit-impaired includes
observable data about the following events:

(a) significant financial difficulty of the issuer or the borrower;

(b) a breach of contract, such as a default or past due event;

(c) the lender(s) of the borrower, for economic or contractual reasons
relating to the borrower’s financial difficulty, having granted to
the borrower a concession(s) that the lender(s) would not otherwise
consider; or

(d) it is becoming probable that the borrower will enter bankruptcy or

other financial reorganisation.

(iv)  Write-off policy

The Group writes off a financial asset when there is information indicating
that the counterparty is in severe financial difficulty and there is no realistic
prospect of recovery, for example, when the counterparty has been placed
under liquidation or has entered into bankruptcy proceedings. Financial
assets written off may still be subject to enforcement activities under the
Group’s recovery procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition event. Any subsequent
recoveries are recognised in profit or loss.
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Financial assets ( Continued)
Impairment of financial assets (Continued)

v) Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default,
loss given default (i.e. the magnitude of the loss if there is a default)
and the exposure at default. The assessment of the probability of
default and loss given default is based on historical data adjusted by
forward-looking information. Estimation of ECL reflects an unbiased and
probability-weighted amount that is determined with the respective risks of
default occurring as the weights.

Generally, the ECL is the difference between all contractual cash flows that
are due to the Group in accordance with the contract and the cash flows
that the Group expects to receive, discounted at the effective interest rate
determined at initial recognition.

Interest income is calculated based on the gross carrying amount of the
financial asset unless the financial asset is credit impaired, in which case
interest income is calculated based on amortised cost of the financial asset.

Derecognition of financial assets

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

On derecognition of a financial asset measured at amortised cost, the
difference between the asset’s carrying amount and the sum of the
consideration received and receivable is recognised in profit or loss.
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Financial liabilities and equity instruments
Classification of debt or equity

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

Equity instruments

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

Financial liabilities at amortised cost

Financial liabilities including trade and other payables, rental deposits
received and secured bank borrowings are subsequently measured at
amortised cost, using the effective interest method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the
Group’s obligations are discharged, cancelled or have expired. The difference
between the carrying amount of the financial liability derecognised and the
consideration paid and payable is recognised in profit or loss.
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In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that entity
(foreign currencies) are recognised at the rates of exchange prevailing on the
dates of the transactions. At the end of the reporting period, monetary items
denominated in foreign currencies are retranslated at the rates prevailing at
that date. Non-monetary items that are measured in terms of historical cost

in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the
retranslation of monetary items, are recognised in profit or loss in the period
in which they arise.

For the purposes of presenting the consolidated financial statements, the
assets and liabilities of the Group’s foreign operations are translated into the
presentation currency of the Group (i.e. HKS$) using exchange rates prevailing
at the end of each reporting period. Income and expenses items are translated
at the average exchange rates for the period. Exchange differences arising, if
any, are recognised in other comprehensive income and accumulated in equity
under the heading of translation reserve.
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Income tax expense represents the sum of the tax currently payable and
deferred tax.

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

Deferred tax is recognised on temporary differences between the carrying
amounts of assets and liabilities in the consolidated financial statements
and the corresponding tax bases used in the computation of taxable profit.
Deferred tax liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable that taxable profits
will be available against which those deductible temporary differences
can be utilised. Such deferred assets and liabilities are not recognised if
the temporary difference arises from the initial recognition of assets and
liabilities in a transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences
associated with investments in subsidiaries except where the Group is able to
control the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences associated with such
investments are only recognised to the extent that it is probable that there
will be sufficient taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse in the foreseeable
future.
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The carrying amount of deferred tax assets is reviewed at the end of the
reporting period and reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow all or part of the asset to
be recovered.

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

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

For the purposes of measuring deferred taxes for investment properties
that are measured using the fair value model, the carrying amounts of such
properties are presumed to be recovered entirely through sale, unless the
presumption is rebutted. The presumption is rebutted when the investment
property is depreciable and is held within a business model whose objective
is to consume substantially all of the economic benefits embodied in the
investment property over time, rather than through sale.

For the purposes of measuring deferred tax for leasing transactions in which
the Group recognises the right-of-use assets and the related lease liabilities,
the Group first determines whether the tax deductions are attributable to the
right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are attributable to the
lease liabilities, the Group applies HKAS 12 Income Taxes requirements
to the leasing transaction as a whole. Temporary differences relating to
right-of-use assets and lease liabilities are assessed on a net basis. Excess of
depreciation on right-of-use assets over the lease payments for the principal
portion of lease liabilities results in net deductible temporary differences.
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Deferred tax assets and liabilities are offset when there is a legally enforceable
right to set off current tax assets against current tax liabilities and when they
relate to income taxes levied to the same taxable entity by the same taxation
authority.

Current and deferred tax are recognised in profit or loss, except when they
relate to items that are recognised in other comprehensive income or directly
in equity, in which case, the current and deferred tax are also recognised in
other comprehensive income or directly in equity, respectively.

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

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

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

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

Share options granted to employees of the group entities

Equity-settled share-based payments are measured at the fair value of the
equity instruments at the grant date. Details regarding the determination of
the fair value of equity-settled share-based transactions are set out in Note 29.
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Share options granted to employees of the group entities ( Continued)

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

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

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

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

estimations (see below), that the directors have made in the process of

applying the Group’s accounting policies and that have the most significant

effect on the amounts recognised in the consolidated financial statements.

Deferred taxation on investment properties

For the purposes of measuring deferred tax liabilities arising from investment

properties that are measured using the fair value model, the directors of the

Company have reviewed the Group’s investment property portfolios and
concluded that:

(M)

(i)

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

subject to any income taxes on disposal of its investment properties.

the Group’s investment properties located in the PRC are held
under a business model whose objective is to consume substantially
all of the economic benefits embodied in the investment properties
over time. Therefore, in measuring the Group’s deferred taxation
on investment properties located in the PRC, the directors of
the Company have determined whether the presumption that the
carrying amounts of investment properties measured using the fair
value model are recovered entirely through sale is rebutted and
the Group has recognised deferred tax on changes in fair value of
investment properties on the basis that the deferred tax reflects the tax
consequences that will follow from the manner in which the Group
expects at the end of the reporting period to recover the carrying
amount of the investment properties.
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The following are the key assumptions concerning the future, and other key
sources of estimation uncertainty at the end of the reporting period, that have
a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year.

Allowance for inventories

Inventories are stated at lower of cost and net realisable values. Management
has determined the allowance for obsolete and slow moving inventory
items at the end of reporting period with reference to the inventory ageing
analysis, expected market conditions, and by comparing the carrying amount
of inventories with their estimated net realisable values, primarily based
on the latest selling prices. When estimating the net realisable values of the
inventories, significant degree of management judgement, assumptions and
estimation are applied. When the net realisable values of the inventories
are lower than expectation, further allowance may arise. As at 31st March,
2020, the carrying amount of inventories (net of allowance of HK$12,394,000
(2019: HK$10,622,000)) is HK$356,014,000 (2019: HK$432,792,000).
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Valuation of investment properties

The Group’s investment properties are measured at fair value at the end
of each reporting period based on valuations performed by independent
qualified professional valuers engaged by the Group. Management works
closely with the valuers and exercises judgement to establish the appropriate
valuation technique and key inputs to the model. The key inputs used in
determining the fair values of parking spaces include market observable
transactions of similar properties and taking into account of the differences
in the location and condition of the investment properties under direct
comparison approach. The key inputs used in determining the fair value of
the commercial property and industrial properties include capitalisation rate
and monthly market rent per square foot/meter under income capitalisation
approach. As at 31st March, 2020, the fair value of the Group’s investment
properties amounted to HK$306,113,000 (2019: HK$186,095,000).

The management is satisfied that the valuations reflect the current market
conditions. Details of the carrying amount of the Group’s investment
properties are disclosed in Note 13.
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Impairment on the Identified PPE and the Identified ROU assets (as defined
below)

Property, plant and equipment other than leasehold land and buildings and
motor vehicles (the "Identified PPE") and right-of-use assets other than
leasehold land outside Hong Kong (the "Identified ROU assets") are carried
at cost less accumulated depreciation and accumulated impairment losses, if
any. In determining whether an asset is impaired, the Group has to exercise
judgment and make estimation, particularly in assessing: (1) whether an event
has occurred or any indicators that may affect the asset value; (2) whether
the carrying value of an asset can be supported by the recoverable amount, in
the case of value in use, the net present value of future cash flows which are
estimated based upon the continued use of the asset; and (3) the appropriate
key assumptions to be applied in estimating the value in use including cash
flow projections. When it is not possible to estimate the recoverable amount
of an individual asset, the Group estimates the recoverable amount of the
cash-generating unit to which the assets belong. Changing the assumptions
and estimates, including the percentage change in revenue growth and
gross profit margins in the cash flow projections, could materially affect
the net present value used in the impairment test. As at 31st March, 2020,
the carrying amounts of the Identified PPE and the Identified ROU assets
are HK$14,401,000 and HKS$176,384,000, net of accumulated depreciation
and impairment loss of HK$204,161,000 and HKS$243,154,000 respectively
(2019: Identified PPE of HK$27,939,000, net of accumulated depreciation
and impairment loss of HK$204,803,000). The recoverable amounts of the
Identified PPE and the Identified ROU assets have been determined by the
management of the Group by value in use calculation of the retail stores to
which these assets belong. The value in use calculation uses the discounted
cash flow forecasts (“Forecasts”) based on management’s expectations on
the market development and the past performance, where the key input
parameters include revenue growth and gross profit margins. The Group
estimates the recoverable amount of the retail stores as it is not possible
to estimate the recoverable amount of each of the Identified PPE and the
Identified ROU assets individually. During the year ended 31st March,
2020, impairment on the Identified PPE and Identified ROU assets of
HK$6,790,000 and HK$53,717,000 (2019: impairment on the Identified PPE
of HK$2,197,000), respectively, were recognised in profit or loss.
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Provision of ECL for trade receivables

The Group estimates the amount of lifetime ECL for the trade receivables
individually based on internal credit rating. Estimated loss rates used in the
assessment are based on the Group’s historical default rates for each debtor
taking into consideration forward-looking information that is reasonable
and supportable available without undue costs or effort. At every reporting
date, the historical observed default rates are reassessed and changes in the
forward-looking information are considered.

The provision of ECL is sensitive to changes in estimates. The information
about the ECL on the Group’s trade receivables is disclosed in Note 35b.
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PHRREFFEHZWA Disaggregation of revenue from contracts with customers
1k ik BFER st
Cosmetics Fashion Total
FET TFET FET
HK$’000 HK$°000 HK$’000
R Types of goods
SHE LTS Sale of cosmetics 836,040 - 836,040
SUERHE LT Manufacture and sale of
ladies fashion = 206,357 206,357
wast Total 836,040 206,357 1,042,397
WA HE 2R RO B R Timing of revenue recognition
ER R A point in time 836,040 206,357 1,042,397
Hh[E 5 Geographical markets
HEEREM Hong Kong and Macau 833,652 193,198 1,026,850
Az E i ith (= Other regions of the PRC 2,388 13,159 15,547
wast Total 836,040 206,357 1,042,397
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For the year ended 31st March, 2019

PHRREFFEHZWA Disaggregation of revenue from contracts with customers
e & R #aEt
Cosmetics Fashion Total
TFERT FHETT FHET
HKS$’000 HK$’000 HK$’000
R Types of goods
SHE LA Sale of cosmetics 1,408,287 - 1,408,287
HERHE TR Manufacture and sale of
ladies fashion = 285,139 285,139
fast Total 1,408,287 285,139 1,693,426
W A #E 2R RO B R Timing of revenue recognition
TERE—AFEL A point in time 1,408,287 285,139 1,693,426
h[E 5 Geographical markets
HEEKEM Hong Kong and Macau 1,403,322 264,882 1,668,204
AR 2 Hthith & Other regions of the PRC 4,965 20,257 25,222
E Total 1,408,287 285,139 1,693,426
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The Group sells cosmetics products and ladies fashion to the wholesale
market and directly to customers both through its own retail shops and
through internet sales.

For sales of ladies fashion to the wholesale market, revenue is recognised
when control of the goods has transferred, being when the goods have been
shipped to the wholesaler’s specific location (delivery). Following delivery,
the wholesaler has full discretion over the manner of distribution and price to
sell the goods, has the primary responsibility when on selling the goods and
bears the risks of obsolescence and loss in relation to the goods. The normal
credit term is 60 to 120 days upon delivery.

For sales of cosmetics products and ladies fashion to retail customers,
revenue is recognised when control of the goods has transferred, being at the
point the customer purchases the goods at the retail shops. Payment of the
transaction price is due immediately at the point the customer purchases the
goods.



RIREEAR - M AOBECERNEMERNRZS  There are no transaction price allocated to the performance obligations that

Bl FRET(HZBRERET) o are unsatisfied (or partially unsatisfied) as at the end of the reporting period.
BAARRITES(EBEE Information reported to the executive directors of the Company, being
KNMEZER - HAITHTR the chief operating decision makers (“CODM?”), for the purposes of
Y& &38R E B IR B R ET resource allocation and assessment of segment performance focuses on
MAERE - mMEEEERKA types of goods delivered. The information reported to the CODM is
RENERDE-—THELEE further categorised into different retail shops within Hong Kong and
RBRFEANTRZEESH M Macau, each of which is considered as a separate operating segment

TEEHZTABREIELEERSE by the CODM. For segment reporting, these individual operating
ANREBILEE DT - M FER segments have been aggregated into a single reportable segment.

EME  ZEENEESEESS
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RIBE B RS ERIFEHEEE The Group’s reportable and operating segments under HKFRS 8
A AEBZREREENTE Operating Segments (“HKFRS 8”) are Cosmetics and Fashion, of
Rt R RS EEREHEM which principal activities are as follows:

T

1bia s — SHE L it Cosmetics — Sale of cosmetics

—HERHELTIFER Fashion — Manufacture and sale of ladies fashion
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SEGMENT REVENUE AND RESULTS

operating and reportable segments.

REVENUE
External sales
Inter-segment sales

SEGMENT LOSS

Decrease in fair value of
investment properties

Other income, gains and losses

Central administration costs

Finance costs

Loss before tax

For the year ended 31st March, 2020

The following is an analysis of the Group’s revenue and results by

DERE
{Eith i B&R Segment i) wE
Cosmetics Fashion Total  Eliminations  Consolidated
FET FET FTET FET FET
HK$000 HKS$’000 HK$’000 HK$’000 HK$’000
836,040 206,357 1,042,397 - 1,042,397
- 187 187 (187) -
836,040 206,544 1,042,584 (187) 1,042,397
U7378) (67200 __(230.920) - (230920
(11,707)
8,156
(7,069)
(14,138)

(255,678)



PHENERERE) SEGMENT REVENUE AND RESULTS ( Continued)

BE_F-NLF=R=+—H

For the year ended 31st March, 2019

EFE
VTR
g £ Segment i =
Cosmetics Fashion Total  Eliminations Consolidated
TET Ti#x TAT TiEx TET
HK$°000 HKS$°000 HK$°000 HK$°000 HKS$°000
EXE REVENUE
HIMEE External sales 1,408,287 285,139 1,693,426 - 1,693,426
HEEZHE Inter-segment sales = 165 165 (165) -
1,408,287 285,304 1,693,591 (165) 1,693,426
PEER SEGMENT LOSS (52,884) (29,797) (82,681) = (82,681)
RENMELATEBLA Increase in fair value of
investment properties 21,079
HitA ~ W R g8 Other income, gains and losses 5,951
RRTHER Central administration costs (6,309)
AE A Finance costs (9,057)
BRiR IR Loss before tax (71,017)

M EFE DR Z HE R
WITHHEREE - years.

&8 9 R 2 G AT BUSK B B EE3AT
IAEBZEEBEMER - 258
BIRES S EMEE ZBRRATRES
B EPUERRENEATE
BEE - ETHMEBA  BWER
B8 FRITHERRMERAE
TFLIECE ° b T) B E IR 53 B K T
BRERZENAEIELEREA
HREZEAR -

Inter-segment sales are charged at prevailing market rates for both

The accounting policies of the operating segments are the same as
the Group’s accounting policies described in Note 3. Segment loss
represents the loss before tax incurred by each segment without
allocation of change in fair value of investment properties, certain
other income, gains and losses, central administration costs and
finance costs. This is the measure reported to the CODM for the

purposes of resource allocation and performance assessment.
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SEGMENT REVENUE AND RESULTS ( Continued)
No analysis of segment assets and liabilities is presented as the CODM

do not review such information for the purposes of resource allocation
and performance assessment.

OTHER SEGMENT INFORMATION

Amounts included in the measure of segment results or regularly
reviewed by the CODM:
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il
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“E-NEF

ﬁﬁ EE; N Eﬁ)ﬂ%m
FRZER

EX HRERBBINE

TSI #e

HEER  BERRMRZ
g

E

2020

Scrap, shrinkage and provision for
slow moving inventories

Depreciation of property, plant
and equipment

Depreciation of right-of-use assets

Loss on disposal of property,
plant and equipment

Capital expenditure

—Property, plant and equipment

Reversal of onerous contracts

Impairment loss recognised in
respect of property, plant and
equipment

Impairment loss recognised in
respect of right-of-use assets

_ Impairment loss recognised on
trade receivables under ECL,
net of reversal

2019

Scrap, shrinkage and provision for
slow moving inventories

Depreciation of property, plant
and equipment

Amortisation of prepaid lease
payments

Loss (gain) on disposal of
property, plant and equipment

Capital expenditure

—Property, plant and equipment

Provision for onerous contracts

Impairment loss recognised in
respect of property, plant and
equipment

@8 B & Segment A 58
Cosmetics Fashion Total Corporate  Consolidated
FEL FET FEL FET FEL
HK$’000 HK$000 HK$’000 HK$’000 HK$°000
7,641 2,730 10,371 = 10,371
13,994 7,043 21,037 2,505 23,542
133,192 56,406 189,598 - 189,598
653 248 901 - 901
5,775 6,743 12,518 - 12,518
(2,240) (2,390) (4,630) - (4,630
4,689 2,101 6,790 - 6,790
47,068 6,649 53,117 - 53,117
- 3,995 3,995 - 3,995
R
Ein & i3 Segment AT ey
Cosmetics Fashion Total Corporate  Consolidated
AT T4 AT ‘ B
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
14,337 3,196 17,533 = 17,533
18,007 8,478 26,485 2,506 28,991
- 176 176 - 176
151 (62) 89 - 89
5,821 6,231 12,052 = 12,052
24,875 6,628 31,503 - 31,503
1,047 1,150 2,197 = 2,197
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The Group’s operations are principally located in Hong Kong
and Macau, and other regions of the PRC. Information about the
Group’s revenue from external customers is presented based on the
geographical locations of operations.

2020 2019

FHET THET

HK$°000 HK$’000

Hong Kong and Macau 1,026,850 1,668,204
Other regions of the PRC 15,547 25,222
1,042,397 1,693,426

No revenue from a customer of the Group contributed over 10% of the

total revenue of the Group of the corresponding years.

Information about the Group’s non-current assets (excluding deferred
tax assets and rental deposits paid) is presented based on geographical
locations of the assets.

2020 2019

THET FET

HK$°000 HK$°000

Hong Kong and Macau 555,833 307,385
Other regions of the PRC 74,704 72,325
South Korea 286 -

630,823 379,710
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2020 2019
FAET THEx
HK$°000 HK$’000
Interest expense on bank borrowings 14,138 9,057
Interest expense on lease liabilities 11,447 -
25,585 9,057
2020 2019
THET FET
HK$°000 HK$°000
The charge comprises:
Hong Kong Profits Tax
Current year 1,005 869
Under(over)provision in prior years 423 (16)
1,428 853
Income tax in other jurisdictions
Current year 1,384 2,134
(Over)underprovision in prior years 77 421
1,307 2,555
Deferred tax (Note 18)
Current year 35 4,926
2,770 8,334

On 21st March, 2018, the Hong Kong Legislative Council passed The Inland
Revenue (Amendment) (No. 7) Bill 2017 (the “Bill”) which introduces the
two- tiered profits tax rates regime. The Bill was signed into law on 28th
March, 2018 and was gazetted on the following day. Under the two-tiered
profits tax rates regime, the first HK$2 million of assessable profits of the
qualifying group entity will be taxed at 8.25%, and assessable profits above
HKS$2 million will be taxed at 16.5%. The assessable profits of other group
entities not qualifying for the two-tiered profits tax rates regime will continue
to be taxed at a flat rate of 16.5%.

Accordingly, starting from the year ended 31st March, 2019, the Hong Kong
Profits Tax is calculated at 8.25% on the first HK$2 million of the estimated
assessable profits and at 16.5% on the estimated assessable profits above
HKS$2 million for the qualifying group entity.
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A subsidiary is subject to Singapore income tax of 17%. During the current
year, an underprovision of income tax of HK$366,000 (2019: nil) was
recognised in profit or loss.

Certain subsidiaries operating in Macau are subject to Macau complementary
tax of 12%, subject to finalisation of the tax liability with the relevant
tax authority. During the current year, an overprovision of income tax
of HKS$540,000 (2019: underprovision of HK$403,000) was recognised in
profit or loss. In addition, for the years ended 31st March, 2020 and 2019,
a special complementary tax incentive was provided to the effect that the
tax-free income threshold was Macau Pataca (“MOP”) 600,000 (equivalent
to HK$582,000) with profit above MOP600,000 (equivalent to HK$582,000)
being taxed at a fixed rate of 12%.

Under the Law of the PRC on Enterprise Income Tax (“EIT”) (the “EIT
Law”) and Implementation Regulations of the EIT Law, the tax rate of PRC
subsidiaries is 25%. During the current year, as underprovision of income tax
of HK$97,000 (2019: HK$18,000) was recognised in profit or loss.

The income tax expense for the year can be reconciled to the loss before tax
per the consolidated statement of profit or loss and other comprehensive
income as follows:

2020 2019
FHET THET
HKS$°000 HK$’000
Loss before tax (255,678) (71,017)
Tax at Hong Kong Profits Tax rate of
16.5% (42,187) (11,718)
Effect of different tax rates applicable to
operations in other jurisdictions (519) (249)
Tax effect of expenses not deductible for
tax purposes 14,830 14,306
Tax effect of income not taxable for tax
purposes (1,040) (7,699)
Utilisation of tax losses previously not
recognised (61) (494)
Tax effect of tax losses not recognised 31,461 11,879
Tax effect of deductible temporary
difference not recognised 590 2,069
Underprovision in prior years 346 405
Tax effect of the two-tiered profit tax
rates regime/tax exemption (650) (165)
Income tax expense for the year 2,770 8,334




2020 2019

FET FH&T
HK$’000 HK$°000
AEEBEESHFR(GIA) TR : Loss for the year has been arrived at after
charging (crediting):
BETEMEX(SEEEME )(M729): Employee benefits expenses (including
directors’ emoluments) (Note 9):
Fir i &% H 1t g F1 Salaries and other benefits 189,151 229,530
LR B Az E Share-based payments 51 174
R AR F BB AR Retirement benefits schemes
contributions 9,786 10,848
198,988 240,552
TR E IR # S Amortisation of prepaid lease payments - 176
AN & Auditors’ remuneration
— %R E — audit services 2,044 1,927
— IFRZ B AR 75 — non-audit services 384 386
MR R FERA(fZa) Cost of inventories recognised as expenses
(Note a) 645,047 1,065,060
E¥ BEREBZITE Depreciation of property, plant
and equipment 23,542 28,991
FREEEZINE Depreciation of right-of-use assets 189,598 -
RITH B A(HIEED) Bank interest income (Note b) (59) (62)
HEEY  HMEREM2EEFE(MEs) Net loss on disposal of property, plant and
equipment (Note b) 901 89
HEREIE (WS )(MfEED) Net exchange loss (gain) (Note b) 1,011 (1,330)
REBREMEZHSWA Rental income from investment properties,
(BIERT RS2 W )(ffaED) with negligible outgoings (Note b) (7,471) (5,890)
BE S A (A )3 i (Reversal of) provision for onerous
([1EEb )(B1EE17) contracts (Note b) (Note 17) (4,630) 31,503
it - Notes:

(a) MAABYZEERABRIER (a) Cost of inventories recognised as expenses included scrap, shrinkage

ERE -BRERERTFEZHEE and provision for slow moving inventories of HK$10,371,000 (2019:
10,371,000 T (Z T — A& : HK$17,533,000).

17,533,0005& 7T ) °

(b) SEEPEAHMKA(BEL) » & (b) The amounts are included in other income (expenses), gains and loss.
RE5iE o
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The emoluments paid or payable to each of the seven (2019: six) directors

BAZEEMT : were as follows:
—ECEE 2020
BFEEmR
Executive director "o
RERET  JHIG
() EEO o
Ms. Lam  Non-executive BuarEsss
HETLE Yuk Sum  director ¥ Independent non-executive director ¥
Mr. Cheng (Chief HMXBEE BNERE BEHHEELT BHAERE BREERE )
Chung Man, Executive Mr. Lam Mr.ChengMan  Dr. Fok Kam ~ Mr. Yeung Mr. Au-Yeung CEH
Johnny Officer)* Man Tin Loong, Monty Chu, John Wing Kay  Hau Cheong Total
TET FET FET FET TET TET TET TEx
HKS$'000 HKS$’000 HK$000 HK$000 HK$°000 HK$000 HK$°000 HK$000
(Hiig) (Hitd) (fite) (fitt)
(Note g) (Note d) (Note e) (Note f)
e Fees = = 130 67 63 150 130 540
Hit#i€  Other emoluments
FERER Salaries and allowances 1,404 594 = = = = = 1,998
BIKT@FIZE Retirement benefits scheme
B3 contributions 18 28 - - - - - 46
BE@%E  Total emoluments 1,422 622 130 67 63 150 130 2,584
“E-nE 2019
HTEG
Executive director (V@
wimat A
(FREH) g8 o
Ms. Lam  Non-executive B TEZ )
BRSEY EE Yuk Sum  director "% Independent non-executive director Y/
Mr. Cheng (Chief #HXHAXE ERHET HAEZE BRESLE i
Chung Man, Executive Mr. Lam Dr. Fok Kam  Mr. Yeung Mr. Au-Yeung CHi
Johnny Officer)’ ManTin  Chu,John ~ Wing Kay Hau Cheong Total
TER TET TER TER TET TET TET
HKS$°000 HKS$°000 HKS$000 HKS$000 HKS$°000 HKS$000 HKS$°000
(Mitg) (fite) (Histr)
(Note g) (Note e) (Note f)
ok Fees - - 130 130 150 93 503
Hitfl & Other emoluments
HERER Salaries and allowances 1,560 660 - - - - 2,220
D NEEIRE] Retirement benefits scheme
#3R contributions 18 31 - - - - 49
|4 ez Total emoluments 1,578 691 130 130 150 93 2,112

* MERX LT AR LRTERE &
Ltk BRI M S S IERIEE
TR RS AT IR itz AR5 -

Ms. Lam Yuk Sum is also the chief executive officer of the Company and
her emoluments disclosed above included those services rendered by her as
the chief executive officer.
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Notes:

(a)

(b)

(©)

(d)

(e)

()

(g

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

The non-executive director’s and independent non-executive directors’
emoluments shown above were mainly for their services as directors of the
Company.

During the years ended 31st March, 2020 and 2019, no emoluments were
paid by the Group to the directors and the chief executive officer as an
inducement to join or upon joining the Group or as compensation for loss
of office. In addition, neither the chief executive officer nor any of the
directors waived any emoluments during the years ended 31st March, 2020
and 2019.

Mr. Cheng Man Loong, Monty was appointed as an independent
non-executive director on 26th September, 2019.

Dr. Fok Kam Chu, John resigned as an independent non-executive
director on 26th September, 2019.

Mr. Au-Yeung Hau Cheong was appointed as an independent
non-executive director on 13th July, 2018.

Mr. Lam Man Tin was re-designated from an independent non-executive
director to a non-executive director on 13th July, 2018.

During the year, the five highest paid individuals included one (2019: one)
director of the Company, whose emoluments are set out in Note 9 above. The
emoluments of the remaining four (2019: four) highest paid individuals are as

follows:

2020 2019
FET FET
HKS$’000 HK$°000

Salaries, share-based payments and
other benefits 3,582 3,684
Performance related incentive payments 69 168
Retirement benefits scheme contributions 71 72
3,722 3,924
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2020 2019

EEHHE BEHAB
No. of No. of
employees employees
Their remuneration was within the
following bands:
Not exceeding HK$1,000,000 4 2
HK$1,000,001 to HK$1,500,000 - 2

During the years ended 31st March, 2020 and 2019, no emoluments were paid
by the Group to these five highest paid individuals as an inducement to join
or upon joining the Group or as compensation for loss of office.

Dividends recognised as distribution during the year:

2020 2019
TFERT TET
HK$’000 HK$’000
2020 interim dividend of nil
(2019: 2019 interim dividend of
HKO.2 cent) - 5,036
2019 final dividend of HKO0.1 cent
(2019: 2018 final dividend of HKO0.5 cent)
per share 2,518 12,288

2,518 17,324




“E-NEFEREARERES 0. LA The 2019 final dividend of HKO0.1 cent per share in cash has been approved in
ERZE—NFENA+HEITHMEE  the annual general meeting held on 10th September, 2019. HK$2,518,000 cash
FAE L#ER® - MZFE—NE+B+X  dividend has been paid on 16th October, 2019. The board of directors has
H EX{HEEKE2,518,0008 T E  decided not to declare a final dividend for the year ended 31st March, 2020.
EECRATRKIHE_ST_ZF=H

=+—HIEFEXRBRE -

ARBHEBABEEBREAREBIIZA  The calculation of the basic loss per share attributable to owners of the

FER18258,448,0008 TT( ZE— AL F : Company is based on the loss for the year of HK$258,448,000 (2019:
79,351,000 7T ) RAA R @A MNEF HK$79,351,000) and on the weighted average number of ordinary shares of
(A TA3)EHE - the Company set out below.
2020 2019
BiEE Number of shares
M EBREALRBRZ Weighted average number of ordinary
ERELEYNE RS shares for the purpose of basic loss per

share 2,518,001,334  2,482,739.,762

BE_Z_EFR_ZT—NAF=A=+—  The computation of diluted loss per share for the year ended 31st March,

AEFEZzBREEHBINGTELEME 2020 and 2019 does not assume the exercise of the Company’s share options
KA HERRERITE - AAZERFRA  since their assumed exercise would result in a decrease in loss per share.
TEEFEEREBIRRED -
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THET

HK$000

FAIR VALUE

At 1st April, 2018 157,801

Transferred from property, plant and equipment (Note) 4,508

Transferred from prepaid lease payment (Note) 4,065

Increase in fair value recognised in profit or loss 21,079

Exchange realignment (1,358)
At 31st March, 2019 186,095

Addition 128,458

Transferred from property, plant and equipment (Note) 1,768

Transferred from right-of-use assets (Note) 4,140

Net decrease in fair value recognised in profit or loss (11,707)
Exchange realignment (2,641)
At 31st March, 2020 306,113

Note:

The use of certain industrial properties located in the PRC have been
changed upon the commencement of the operating leases entered into with
tenants. As a result, during the year ended 31st March, 2020, the industrial
properties previously included in property, plant and equipment and
the relevant land use rights included in right-of-use assets with carrying
values of HK$1,381,000 (2019: HK$2,328,000) and HK$200,000 (2019:
prepaid lease payment of HK$654,000) respectively, were transferred to
investment properties. The properties were fair-valued by Jones Lang
LaSalle Corporate Appraisal and Advisory Limited based on the income
capitalisation approach at the date of transfer. The fair value gain of the
property, plant and equipment and right-of-use assets of HK$387,000
(2019: HK$2,180,000) and HK$3,940,000 (2019: prepaid lease payments
of HK$3.,411,000) net of the deferred tax charge of HK$97,000 (2019:
HK$545,000) and HK$985,000 (2019: HK$853,000) respectively, were
recognised in other comprehensive income at the date of transfer.
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The investment properties of the Group represents the parking spaces in an
industrial building located in Hong Kong, commercial properties located
in Hong Kong and certain industrial properties located in the PRC. All
of the Group’s properties interests held to earn rental and/or for capital
appreciation purposes are measured using the fair value model and are

classified and accounted for as investment properties.

The fair value of the Group’s investment properties at 31st March, 2020 have
been arrived at on the basis of valuations carried out on that date by Jones
Lang LaSalle Corporate Appraisal and Advisory Limited (2019: Jones Lang
LaSalle Corporate Appraisal and Advisory Limited and Savills Valuation and
Professional Services Limited), independent qualified professional valuers not
connected with the Group and possessing the appropriate qualifications and
experience in the valuation of properties in the relevant locations. Jones Lang
LaSalle Corporate Appraisal and Advisory Limited and Savills Valuation
and Professional Services Limited are members of the Hong Kong Institute of

Surveyors.

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

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

One of the key inputs used in valuing the parking spaces was the market
observable transactions of similar properties. Using direct comparison
approach and taking into account of the differences in the location and
condition, fair values ranged from HK$1,650,000 to HKS$2,850,000 (2019:
HK$1,200,000 to HKS$2,000,000) per parking space. The increase in the
market price per parking space would result in an increase in the fair value of
the parking space, and vice versa.
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Two of the key inputs used in valuing the commercial property located in
Hong Kong were 1) the capitalisation rate of 2.40% (2019: 2.90%) and 2) the
monthly market rent of HK$301 (2019: HKS$315) per square foot. Two of the
key inputs used in valuing the industrial properties located in the PRC were
1) the capitalisation rate of 5.00% (2019: 5.37%) and 2) the monthly market
rent ranging from RMB20 to RMB24 (2019: RMB20 to RMB28) per square
meter. Any increase in the capitalisation rate would result in a significant
decrease in the fair value of the commercial and industrial properties, and
vice versa and, any increase in monthly market rent per square foot/meter
would result in an increase in the fair value of the commercial and industrial

properties, and vice versa.

The Group’s investment properties are categorised within level 3 of the fair
value hierarchy as at 31st March, 2020 and 2019.

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

The Group has pledged investment properties with a total of HK$306,113,000
(2019: HK$186,095,000) to secure general banking facilities granted to the
Group.

On 2nd March, 2019, Colourmix Cosmetics Company Limited, a
wholly-owned subsidiary of the Company entered into a provisional sale and
purchase agreement with the vendor, an independent third party, to acquire
the whole of ground floor of No. 88 San Hong Street North New Territories,
Hong Kong (the “Property”) for a consideration of HK$117,500,000. The
total cost of the Property together with transaction costs such as stamp
duty is approximately HK$128,458,000. During the year ended 31st March,
2019, a deposit and related transaction cost in aggregate amounted to
HK$21,739,000 had been paid and presented as deposits paid for acquisition
of investment property. The acquisition of the Property was completed on
18th June, 2019 and the Property has been accounted for as an investment
property since the property has already been leased to an individual third
party since the completion of the acquisition.
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COST

At Ist April, 2018

Exchange adjustments

Additions

Disposals/write-off

Transferred to investment properties

At 31st March, 2019
Adjustment upon application of HKFRS 16

At Ist April, 2019 (restated)
Exchange adjustments

Additions

Disposalsfwrite-off

Transferred to investment properties

At 31st March, 2020

DEPRECIATION AND IMPAIRMENT
At Ist April, 2018

Exchange adjustments

Provided for the year

[mpairment loss recognised in profit or loss
Eliminated on disposals/write-off
Transferred to investment properties

At 31st March, 2019
Adjustment upon application
of HKFRS 16

At Ist April, 2019 (restated)

Exchange adjustments

Provided for the year

[mpairment loss recognised in profit or loss
Eliminated on disposals/write-off
Transferred to investment properties

At 31st March, 2020

CARRYING VALUES
At 31st March, 2020

At 31st March, 2019

PRC.

BEtE B8 - \ _
kBT BFER HRREE BAREE HOZER e ait
Leasehold
landand  Leasehold Plant and Furniture and Office Motor
buildings  improvements  machinery fixtures  equipment vehicles Total
Thn Tin Thn Tin Tin Thn Tin
HK$000 HK$000 HKS000 HK$000 HK$000 HKS000 HKS$'000
193,973 122,050 24477 69,460 22,700 5,139 437,749
(2,510) (1,839) (1,519) (66) @) (37) (6,018)
= 8,005 1,508 983 570 926 12,052
- (8,075) (2,564) (2,592) (319) = (13,550)
(3,173) = = - = = (3,175)
188,288 120,201 21,852 67,785 22,904 6,028 427,058
= (1,487) = = = = (1,487)
188,288 118,714 21,852 67,785 22,904 6,028 425,571
(1,763) (1,621) (1,293) (89) (40) (30) (4,836)
- 8,771 1,552 943 1,46 = 12,518
- (16,048) (183) (5,580) (357) - (22,168)
(2,022) = = - = - (2,022)
184,503 109,822 21,928 63,059 23,753 5,998 409,063
44,720 104,189 23,961 49,580 19,964 4,089 246,503
(676) (1,748) (1,510 (67) (41 (35) (4,077)
6,604 11,449 537 7,800 1,726 875 28,991
- 2,197 = - = = 2,197
= (7,979) (2,470) (2,494) (291) = (13,234)
(847) = - - - - (847)
49,801 108,108 20,518 54819 21,358 4,929 259,533
49,801 108,108 20,518 54,819 21,358 4,929 259,533
(539) (1,475) (1,221) (59 (33) (29 (3,356)
6,529 8,801 466 6,243 1,083 420 23,54
- 1,517 §92 2,681 1,700 - 6,790
= (15,544) (183) (5,155) (355) - (21,237)
(641) = = - = = (641)
55,150 101,407 20,472 58,529 23,753 5,320 264,631
129,353 8,415 1,456 4,530 = 678 144,432
138,487 12,093 1,334 12,966 1,546 1,099 167,525

The Group’s leasehold land and buildings are located in Hong Kong and the
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BRIMREE

Furniture and fixtures
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Office equipment
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Motor vehicles
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The above items of property, plant and equipment, less their residual values,
are depreciated on a straight-line basis at the following rates per annum:

RIEEFH
Over the terms of leases
20% IR E FH(LUREEAE)

20% or over the terms of the leases, whichever is shorter
25%

20%

331/3%

20%

The Group has pledged leasehold land and buildings with a carrying value of
HK$129,353,000 (2019: HK$138,487,000) to secure general banking facilities
granted to the Group.

During the year ended 31st March, 2020, leasehold land and buildings with
a carrying value of HKS$1,381,000 (2019: HK$2,328,000) was transferred
to investment properties resulting in a gain on revaluation of properties
of HK$387,000 (2019: HKS$2,180,000), net of the deferred tax charge of
HK$97,000 (2019: HK$545,000) recognised in other comprehensive income.

As at 31st March, 2019, a motor vehicle with carrying value of HK$864,000
was held under a finance lease as set out in Note 25.

Giving the potential adverse impact on the performance of the Group’s
retail stores as a result of COVID-19 epidemic, the management performed
impairment assessment for all the retail stores in Hong Kong and Macau and
concluded there was indication for impairment and conducted impairment
assessment on recoverable amounts of the Identified PPE and the Identified
ROU assets as disclosed in this note and Note 15, with carrying amounts of
HK$14,401,000 and HK$176,384,000, net of accumulated depreciation and
impairment loss of HK$204,161,000 and HK$243,154,000 respectively (2019:
carrying amount of the Identified PPE of HK$27,939,000, net of accumulated
depreciation and impairment loss of HK$204,803,000).
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The recoverable amount of leasehold land and buildings, motor vehicles
and leasehold land outside Hong Kong are estimated individually. The
Group estimates the recoverable amount of the cash-generating unit to
which the asset belongs when it is not possible to estimate the recoverable
amount individually. The recoverable amount of cash-generating unit has
been determined based on a value in use calculation. That calculation uses
cash flow projections based on Forecasts approved by the management of
the Group covering the remaining lease term period with a pre-tax discount
rate ranging from 9.3% to 11.3% per annum (2019: 6.2% per annum) as at
31st March, 2020. The revenue growth and gross profit margin used is with
reference to the market development and past performance of the retail
stores.

Based on the result of the assessment, management of the Group determined
that the recoverable amount of certain cash-generating unit are lower
than the corresponding carrying amounts. The impairment amount has
been allocated to each category of the Identified PPE and the Identified
ROU assets such that the carrying amount of each category of asset is
not reduced below the highest of its value in use, its fair value less cost of
disposal and zero. Based on the value in use calculation and the allocation,
impairment of HK$6,790,000 and HK$53,717,000 (2019: the Identified PPE
of HK$2,197,000) have been recognised against the carrying amount of the
Identified PPE and the Identified ROU assets, respectively.

The carrying amount of the leasehold land and buildings, motor vehicles and
leasehold land outside Hong Kong has not been reduced since the amount
of fair value less cost of disposal of the leasehold land and buildings, motor
vehicles and leasehold land outside Hong Kong is higher than the carrying

amount.



R-E-hFEMmBE—H At 1st April, 2019
IREE Carrying amount

MRIZEZEF=HF=+—H At 31st March, 2020

IRE{E Carrying amount

HE-_R_FH=H For the year ended 31st March, 2020
=+—HLFE

FER= Depreciation charge

BRARHEAME & B A Expenses relating to short-term
FER & BRI 75 3R 5 28| leases and other leases within
FE165E HEEET+"MAR 12 months of the date of initial
MEMEEZMX application of HKFRS 16

HERSRHIEZE(HZE) Total cash outflow for leases (Note)

AEFH#EEE(BEES Addition to right-of-use assets
BHEERZARE) (including adjustments arising from
lease modification)

HAEIHM TEEHR
HELH WRAEYE f@Et
Leasehold Retail stores
land outside and office
Hong Kong properties Total
FET FET T
HKS$’000 HK$°000 HK$°000
4,522 243,004 247,526
3,894 176,384 180,278
161 189,437 189,598
86,649
266,005
176,099

Kzt - ZEeFEEFERERHEEEE M Note: The amount included the repayment of lease liabilities, interest paid on
HEAEESTZHBLRZTEH lease liabilities and payment for short-term leases and other leases within
MERKNREREBMBRE % 12 months of the date of initial application of HKFRS 16 during the year.

Al B+ AR A E
g -
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During the year ended 31st March, 2020, the land use rights included in
right-of-use assets with a carrying amount of HK$200,000 was transferred
to investment properties. The fair value gain of right-of-use assets of
HK$3,940,000, net of the deferred tax charge of HK$985,000 was recognised
in other comprehensive income at the date of transfer.

Right-of-use assets are depreciated on a straight-line basis over the shorter of
estimated useful life and lease term, which range from 1 to 27 years.

For both years, the Group leases retail stores and office properties for its
operations. Lease contracts are entered into for fixed term of one year to
five years, respectively, but may have extension options as described below.
Lease terms are negotiated on an individual basis and contain different terms
and conditions. In determining the lease term and assessing the length of the
non-cancellable period, the Group applies the definition of a contract and
determines the period for which the contract is enforceable.

As at 31st March, 2020, the Group has pledged right-of-use assets with a
carrying value of HK$3,894,000 to secure general banking facilities granted
to the Group.

The Group regularly entered into short-term leases for retail stores. As at
31st March, 2020, the portfolio of short-term leases is similar to the portfolio
of short-term leases to which the short-term lease expense disclosed in the
above.
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The Group has extension options in a number of leases for retail stores. These

are used to maximise operational flexibility in terms of managing the

assets used in the Group’s operations. The majority of extension held are

exercisable only by the Group and not by the respective lessors.

The Group assesses at lease commencement date whether it is reasonably

certain to exercise the extension options. The potential exposures to these

future lease payments for extension options in which the Group is not

reasonably certain to exercise is summarised below:

Retail stores in Hong Kong
Retail stores in Macau

RZEZEE
=B=+—H
REMEE
gBf&

Lease
liabilities
recognised at
31st March,
2020

THEx
HK$°000

5,169
647

RETAHEE
BEMNEE
RRHEE
HIE(KRFR)
Potential
future lease
payments not
included in
lease liabilities
(undiscounted)
FEx
HK$°000

10,800
2,460
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The following table summarised the additional lease liabilities recognised
during the year ended 31st March, 2020 as a result of exercising extension
option that the Group was not reasonably certain to exercise at lease
commencement date:

REE
it 223
=R=+—H
LEER
JFTER E1TER
ERERE SHRER
Extension
option
exercisable
during the
year ended Extension
31st March, option
2020 exercised
BHEE BB

No. of leases ~ No. of leases

Retail stores in Hong Kong 2 1
Retail stores in Macau 1 -
FET
HK$’000

Additional lease liabilities recognised
during the year ended 31st March, 2020 6,290

In addition, the Group reassesses whether it is reasonably certain to exercise
an extension option, upon the occurrence of either a significant event or a
significant change in circumstances that is within the control of the lessee.
During the year ended 31st March, 2020, there is no such triggering event.
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The Group’s prepaid lease payments comprise:

Leasehold land outside Hong Kong

Analysed for reporting purpose as:
Current asset
Non-current asset

2019
FET
HK$’000

4,522

171
4,351

4,522

As at 31st March, 2019, the Group has pledged prepaid lease payments with
a carrying value of HK$4,522,000 to secure general banking facilities granted

to the Group.

The following is the provision for onerous contracts recognised and

movement during the current and prior years:

At 1st April, 2018
Provided for the year

At 31 March, 2019

Adjustments upon application of
HKFRS 16

At 1st April (restated)
Reversed for the year

At 31st March, 2020

Analysed for reporting purposes as:
Current liabilities
Non-current liabilities

FET
HK$’000

31,503

31,503

(22,392)

9,111
(4,630)

4,481
2020 2019

FET FHET
HK$’000 HKS$°000

4,481 22,406
- 9,097

4,481 31,503
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Provision for onerous contracts is made based on an assessment of the
unavoidable costs of meeting the obligations under the lease agreement,
with short-term leases (upon adoption of HKFRS 16 as at Ist April, 2019),
that exceed the economic benefits expected to be received under it from all
underperforming retail stores of the cosmetics and fashion businesses. In
accordance with the Group’s accounting policies, the Group reviews the
discounted cash flow forecasts of all of the retail stores with short-term
leases under non-cancellable clause (2019: all of the retail stores with
non-cancellable clause) in the respective lease agreements to determine

whether there is any indication of retail stores underperforming.

The provision for onerous contracts is calculated based on discounted
cash flow forecasts of Group’s all underperforming retail stores with
short-term leases (2019: all underperforming retail stores) to the end of the
non-cancellable lease period and discounted with a pre-tax discount rate
ranging from 9.3% to 11.3% per annum (2019: 6.2% per annum) as at 31st
March, 2020. Other key assumptions used when determining the discounted
cash flow forecasts include revenue growth, gross profit margins and
unavoidable costs that will be incurred during the remaining lease period.
Amounts are determined based on past performance and the management’s
expectations on the market development, after taking into consideration
revenue and expenditure growth of the business. As at 31st March, 2020, the
provision for onerous contracts was HK$4,481,000 (2019: HK$31,503,000).
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For the purpose of presentation in the consolidated statement of financial
position, certain deferred tax assets and liabilities have been offset. The
following is the analysis of the deferred tax balances for financial reporting
purposes:

2020 2019

FET FET

HK$°000 HK$°000

Deferred tax assets 4,745 5,089
Deferred tax liabilities (11,608) (11,311)
(6,863) (6,222)

The following are the major deferred tax assets (liabilities) recognised and

RBEE(BR)REREE : movements thereon during the current and prior years:
REREMN
ZEBEE REHR
Temporary HERT
EfENE difference Unrealised
Revaluation from tax profit on st
of properties depreciation inventories Total
TER TEx TER TER
HK$000 HK$000 HK$000 HKS$’000
RZE—-NENA—H At Ist April, 2018 (5,689) 1,040 4,567 (82)
BRI )FA (Charged) credited to profit or loss (3,858) 294 (1,362) (4,926)
REMEEBARNRRAEL) Charged to other comprehensive
income (Note 13) (1,398) - - (1,398)
BRI Exchange realignment 184 = = 184
R=§-n%=A=+-H At 31st March, 2019 (10,761) 1,334 3,208 (6,222)
RIBEH (R )FA (Charged) credited to profit or loss (513) 822 (344) (35)
REMSEWARNRRHEE) Charged to other comprehensive
income(Note 13) (1,082) - - (1,082)
ERRE Exchange realignment 476 - - 476

RZEZFE=A=1—H At 31st March, 2020 (11,880) 2,156 2,861 (6,863)
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At 31st March, 2020, the Group had unused tax losses of HK$355,254,000
(2019: HK$184,374,000) available for offset against future assessable profits.

At 31st March, 2020, no deferred tax asset has been recognised in respect of
the unused tax losses of HK$355,254,000 (2019: HK$184,374,000) due to the
unpredictability of future assessable profit streams. Included in tax losses are
losses of HK$16,152,000 (2019: HK$15,478,000) that will expire in 2021 to
2025 (2019: 2020 to 2024), other losses may be carried forward indefinitely.

As at 31st March, 2020, the Group had deductible temporary differences
mainly arising from tax depreciation of HKS$30,535,000 (2019:
HK$22,359,000). Deferred tax assets have been recognised in respect of such
deductible temporary differences of HK$11,522,000 (2019: HK$6,923,000).
No deferred tax asset has been recognised in relation to the remaining
deductible temporary differences of HK$19,013,000 (2019: HKS$15,436,000)
as it is not probable that assessable profit will be available against which the
deductible temporary differences can be utilised.

Under the EIT Law of the PRC, withholding tax is imposed on dividends
declared in respect of profits earned by the PRC subsidiaries from 1st
January, 2008 onwards. Deferred tax has not been provided for in the
consolidated financial statements in respect of temporary differences
attributable to undistributed and accumulated profits of the PRC subsidiaries
amounting to HK$59,296,000 (2019: HK$61,835,000) as the Group is able
to control the timing of the reversal of the temporary differences and it is
probable that the temporary differences will not reverse in the foreseeable
future.

2020 2019

FAET FAETT

HK$’000 HK$000

Raw materials 5,816 7,183
Work in progress 8,014 12,833
Finished goods 342,184 412,776
356,014 432,792




2020 2019

FET FET

HK$’000 HK$°000

FEULE 5 7R 18 Trade receivables 14,095 23,951
A TRERE BRI iR Less: allowance for expected credit losses (3,995) =
10,100 23,951

H{h U FRIE(fT5E) Other receivables (Note) 15,427 16,106
25,527 40,057

HéE . S2BEBEITFT—EEEARZ Note: The amount included rental prepayment and rental deposit paid to a

HERMAHIEREELRE718,00078 related company of HK$718,000 (2019: nil), which is beneficially owned by
T ZE—hTF &) HHAKXAR the substantial shareholder of the Company. The balance is interest-free
FTERRERHEE - AREERAR and repayable on demand.

B WHRRBERMEE -

AEBMEMMBE LB ERBLLEW The Group allows 30 to 60 days credit period for receivables from
B TIOHZEOHZEEE s M FH  department stores in which sales counters are located and a credit period of
RERZEEBHNFOBZE1208 - LUF 60 to 120 days to its wholesale customers. The following is an aged analysis
BRAREEIKR  IRBEHHE T ZEY of trade receivables presented based on the invoice date at the end of the
B MIAZREBR AT reporting period:

2020 2019

FERT TE&T

HK$’000 HK$°000

30HA Within 30 days 3,150 14,828
31—60H 31 — 60 days 973 633
61—90H 61 — 90 days 3,001 665
91—120H 91 — 120 days 204 479
#1208 Over 120 days 2,772 7,346

10,100 23,951
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Before accepting any new wholesale customers, the Group assesses the
potential customer’s credit quality by investigating their historical credit
record and defines credit limits by customer. Credit sales are made to
customers with a satisfactory and trustworthy credit history. Credit limits
attributed to customers are reviewed regularly.

As at 31st March, 2020, included in the Group’s trade receivables balances
are debtors with aggregate carrying amount of HK$2,976,000 (2019:
HK$7,825,000) which are past due as at the reporting date. The past due
balances have been past due 90 days or more are not considered as in default.
The directors of the Company consider that the recoverability of these debts
are high based on historical experience and taking into consideration of
forward-looking information.

Accordingly, the management of the Group considers that allowance
for credit losses of trade receivables as at 31st March, 2020 amounted to
HK$3,995,000 (2019: nil). The Group does not hold any collateral over these
balances.

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

below:

HUARKEHE LUETTEHE

Denominated in
Renminbi (“RMB”) HKS$
FHET TFA&TT
HK$°000 HK$’000
At 31st March, 2020 25 85
At 31st March, 2019 530 587

Details of impairment assessment of trade and other receivables are set out in
Note 35b.
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Notes to the Consolidated Financial Statements

BE_Z_ZHF=FA=+—HILHFE For the year ended 31st March, 2020
21. $REHEES - FRRERRE 21. Bank Balances, Deposits and Cash

AEBZIRITREBGRIFHIZIRITIRITIFHR  The Group’s bank balances and deposits carry interest at prevailing bank
FEFENF0.01%E03%(ZFB—AF: deposits rates ranging from 0.01% to 0.3% (2019: 0.01% to 1.69%) per annum
0.01%ZE1.69% )5t B - RETHIRR B =1E P and have an original maturity of three months or less.

LU ©

AEEZRITREBRFRPLUBERERERZL  The Group’s bank balances and deposits that are denominated in currencies
RZINEEBEMLYINZEME{E 225 other than the functional currency of the relevant group entities are set out as

T below:
MARMEEHE LETEE METEHE
Denominated in
United States
RMB HKS$ dollars (“USD”)
FERT FET FET
HK$’000 HK$°000 HK$°000
R-E-EF=B=+—H At 31st March, 2020 69 2,189 56
RZE—-AE=A=+—H At 31st March, 2019 131 4,817 5
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An analysis of the Group’s trade and other payables is set out below:

2020 2019

FHET FET

HK$°000 HK$’000

Trade payable 20,257 37,994
Accrued expenses 22,902 33,307
Other payables 17,965 8,320
Other taxes payables 291 521
61,415 80,142

At 31st March, 2020, included in the Group’s trade and other payables were
trade payables of HK$20,257,000 (2019: HK$37,994,000). Details of the aged
analysis of trade payables presented based on the invoice date at the end of
the reporting period are as follows:

2020 2019

TET FET

HK$°000 HK$’000

Within 30 days 8,454 26,545
31 - 60 days 6,800 6,168
61 — 90 days 3,178 2,581
Over 90 days 1,825 2,700
20,257 37,994

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

BTEtE MUARMEE LABRTTEHE BAETEE

Denominated in

HKS RMB Euro ("EUR") USD

FET FET FET FAT

HK$'000 HKS'000 HKS000 HK$000

At 31st March, 2020 10 249 2,355 1,292

At 31st March, 2019 188 - 4,568 2,096
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Bank loans

Import loans

The secured bank borrowings are repayable as follows:

Carrying amounts repayable*:

Within one year
In the second year
In the third to fifth year inclusive

More than five years

Analysis of carrying amounts:

%

Amounts due within one year shown
under current liabilities and contain a
repayment on demand clause

Carrying amount of bank loans that
are not repayable within one year
from the end of the reporting
period but contain a repayment
on demand clause hence shown as

current liabilities

2020 2019
FHT FHT
HKS$°000 HK$°000
358,014 216,270
62,045 49,320
420,059 265,590
2020 2019
FHT FHBT
HKS$°000 HK$°000
342,416 212,860
14,728 11,457
38,794 41,273
24,121 -
420,059 265,590
342,416 212,860
77,643 52,730
420,059 265,590

The amounts due are based on the scheduled repayment dates set out in

the loan agreements.
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The Group’s borrowings are floating-rate borrowings which carry interest
at effective interest rates (which are also equal to contracted interest rates)
ranging from 1.50% to 4.75% (2019: 1.50% to 4.30%) per annum.

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

WEREHE LIBRmEtE
Denominated in
USD EUR
FET FHET
HK$’000 HK$’000
At 31st March, 2020 4,348 2,449
At 31st March, 2019 18,509 4,717

The bank borrowings are secured by certain assets of the Group (Note 28).

During the year ended 31st March, 2020, the Group has obtained wavier for
debt covenant from certain banks, which is primarily related to the net worth
of the Group. Up to the date of approval of these consolidated financial
statements, the Group has not breached any covenants.
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Notes to the Consolidated Financial Statements

BE_ZE_ZF=B=+—HILFE For the year ended 31st March, 2020
24. HEBE 24. Lease Liabilities
2020
FET
HKS$’000
EAHERE: Lease liabilities payable:
—FR Within one year 158,974
HE—FETEEMREZHEA Within a period of more than one year
but not more than two years 87,320
HBEMFRETEBEAFZHBEA Within a period of more than two years
but not more than five years 29,139
275,433
b /;|L§DE.1E,—FFE RTZMEBAZIE Less: Amount due for settlement with 12 months
EERI shown under current liabilities 158,974
FEReENBE TR+ _MEE%ZE Amount due for settlement after 12 months
fEEFHIE shown under non-current liabilities 116,459

LIAHRREE B2 INREE LIS 2 EMET  Lease obligations that are denominated in currencies other than the

ERHEERESHIINT - functional currencies of the relevant group entities are set out below:
FET
HK$°000
RIE_ZEF=H=+—H At 31st March, 2020 28,172
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Analysed for reporting purposes as:

Current liabilities
Non-current liabilities

2019
FET
HKS$°000

224
393

617

It is the Group’s policy to lease its motor vehicle under finance lease. The

lease term is 3 years. The amount is non-interest bearing.

REHESMFXK

Minimum lease

REHES
TR E
Present value of
minimum lease

payments payments
“E-n%E  —E-A%
=B=+-8 Z=A=+-H
31st March, 31st March,
2019 2019
FHETT FHET
HK$°000 HK$’000
Obligations under finance lease payable:
Within one year 224 224
Within a period of more than one
year but not more than two years 224 224
Within a period of more than two
years but not more than five years 169 169
Present value of lease obligations 617 617
Less: Amount due for settlement with
12 months (shown under current
liabilities) (224)
Amount due for settlement after
12 months 393
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BE_Z_ZHF=FA=+—HILHFE For the year ended 31st March, 2020
26. BgAK 26. Share Capital
LEREE
Number of BE
ordinary shares Value
FET
EEp (B E{E0.01&TT) Ordinary shares at HK$0.01 each HK$°000
JERE Authorised:
R-_Z—A\FWMA—H At 1st April, 2018,
“E-NERIZEZEH 31st March, 2019 and 2020
=B=+—H 10,000,000,000 100,000
ERITRYE : Issued and fully paid:
RIE—N\FWBE—H At Ist April, 2018 2,457,576,574 24,575
KREBELIREMBITHR D Issue of new shares in lieu of cash
(B15E) dividends (Note) 60,424,760 605
R-B-NER-ZE-EF=A=+—H At 31st March, 2019 and 2020 2,518,001,334 25,180

Wz RZE—N\F+B=+—8 &2 Note: On 31st October, 2018, the Company issued and allotted a total of

FIEIREHR0.1656;8 TR ITRECHE S 60,424,760 ordinary shares of HK$0.01 each at HK$0.1656 per share, in
3£60,424,7608% B AE EH0.01/8TT 2 lieu of cash for the 2018 final dividend.

TER UREZE—N\ERHER

SRS

142

Annual Report 2020 colourmixey MoriMor O  VOCK)  Wanko




RBEE_Z-AF=A=+—HLFE

N AEBRBEEHEXT2EFTHESE
LU

RIEHE IR

By SRFE 2 I8

REZZ—AF=ZRA=+—H ' FEEHT

AIREHRIASE S - RTIEIMZ KRR R
EHEHIRAENT ¢

—FR
E_EFENF(BEEEME)

BREZF RSN - ANEE ATRERIR FER S
HOHEEN  METYESAEIME
e -

HERENANA LR EE TS EESH
)i#)#’vﬁfli%%ﬁﬁz*ﬁﬁ - HEFIIB=
FEE c ETHEAHMERAEE
ZHE -

During the year ended 31st March, 2019, the Group made rental payments
for buildings under operating leases as follows:

2019
TET
HKS$°000

Minimum lease payments 338,335
Contingent rental payments 8

338,343

At 31st March, 2019, the Group had commitments for future minimum lease
payments under non-cancellable operating leases which fall due as follows:

2019
TE&T
HK$°000

241,399
167,564

Within one year

In the second to fifth year inclusive
408,963

In addition to these commitments, the Group may pay additional rental
expenses in respect of certain premises which are contingent upon the level of
sales achieved by the particular stores.

Operating lease payments represented rental payable by the Group for certain
of its retail stores and office properties. Leases were negotiated for an average
term of three years. Certain lease contracts were with contingent rental

arrangements.
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Notes to the Consolidated Financial Statements

BE_ZE_ZF=B=+—HILFE For the year ended 31st March, 2020
27. REHE(AE) 27. Operating Leases (Continued)
rEEEBEEA The Group as lessor

RAFEABRNZMEMRSW AR  Property rental income earned during the year was HK$7,471,000 (2019:
7.471,00078 7t ( Z &2 — L5 5,890,000  HKS$5,890,000). All of the properties held have committed tenants with terms
TU) c B ZMENEEAFEHEENTF  that ranged from two months to four years (2019: two months to five years).
MEAEZENFH(—Z—h&E : mE/AE

hAF)ZHEF-

MEEZREERHEEHIENT Minimum lease payments receivable on leases are as follows:
2020
FERT
HK$’000
—FR Within one year 4,994
BE In the second year 1,744
F=F In the third year 1,586
FEE In the fouth year 372
FHE In the fifth year 22
8,718

RIE—NE=B=+—H x&£EEEH At 31st March, 2019, the Group had contracted with tenants for the

MR T IRREEEEFRETA following future minimum lease payments:
2019
FET
HK$’000
—FR Within one year 5,048
BE_EERAF(BRFEEERSE) In the second to fifth year inclusive 6,160
11,208

144

Annual Report 2020 colourmixey MoriMor O  VOCK)  Wanko




RAREHR » AEEERFEFRITLL
BERTAEEN—MRRITAERIENE
EMTF

BREME
HETHEET
A E IR
EREEE

BEAARR_ZE—=F\A=+HE17
ZBRFEFAE FEEZ EEREE K
AR IR EI(TETE L) B
BMEERSEERHEE - LEEEAR
ZEBARE  UREBRELEARAF
RERDZEENSD  MERARRE
BREREEIE - ANRAEFEZHEIER
AEESREHAEEFEHERZEZRE
2 ZHESREMEMALISFEER
2 -

HRIRET &I AN A B ERAAZ (T Bt RS AR 8
FHEl - RITERTIRH Z Fr B AR M 31T
BB - FISHEAREMEBEALRES
1TBRID210% °

AT IERRERHLET AT EHTEE10%ER ] -
1R BB TS BB IR A2 B
NEABBITRIDZ10% °

RIS BB A A BRI Z A (7 E o R AR
T8 RITERSTTEMREZEER
TTIEREAR AT S ITROBR D IR E - T15HEA
B BITRIDZ30% °

At the end of the reporting period, the following assets were pledged by the
Group to certain banks to secure general banking facilities granted to the

Group:
2020 2019
FHET THET
HK$°000 HK$’000
Investment properties 306,113 186,095
Leasehold land and buildings 129,353 138,487
Prepaid lease payments - 4,522
Right-of-use assets 3,894 -
439,360 329,104

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

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

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

The total number of shares of the Company which may be issued upon
exercise of all outstanding options granted and yet to be exercised under the
Scheme or any other share option scheme adopted by the Company must not
exceed 30% of the shares in issue from time to time.
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Unless approved by sharcholders of the Company, the total number of
shares of the Company issued and to be issued upon the exercise of the
options granted to each participant (including both exercised and unexercised
options) under the Scheme or any other share option scheme adopted by the
Company in any 12-month period must not exceed 1% of the shares of the
Company in issue.

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

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

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

At 31st March, 2020, the number of shares in respect of which options had
been granted and remained outstanding under the Scheme in aggregate was
19,080,000 (31st March, 2019: 21,000,000), representing 0.8% (31st March,
2019: 0.8%) of the shares of the Company in issue at that date.

No options were granted to the directors of the Company during both years
under the Scheme.
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Date of grant

“%-=%1+AtH
(BZHt)

Tth October, 2013
(Batch 2)

—2-MEMA-+EA
(ER#t)

25th April, 2014
(Batch 6)

“E-NENA-+AA
(Btht)

25th April, 2014
(Batch 7)

“2-t5-AnfA
(EN#)

9th January, 2017
(Batch 8)

“2-tE-AAnfH
(En#t)

9th January, 2017
(Batch 9)

RERTTHE

Exercisable at the end of the year

& EE

Weighted average exercise price

friEaAaY
Vesting period

“Z-=F+AtHE
ZE-\E+RAAH

Tth October, 2013 to
6th October, 2018

ZE2-MEMAZTAAE
“E-tFNAZ+NA
25th April, 2014 to
24th April, 2017

“E-MENA-+RHE
“E-hENAZ+MA
25th April, 2014 to
24th April, 2019

“E-tE-AnAZE
“ECRE-ANH

9th January, 2017 to
8th January, 2020

“E-t§-AnAZE
“ECCF-AAR

9th January, 2017 to
8th January, 2022

(il

Exercisable period

“E-\#+AtHE
ZECZEHARH

Tth October, 2018 to
6th October, 2020

“E-t5MNAZ+EHE
ZE-7ENAZ+NA
25th April, 2017 to
th April, 2019

“2-N4NA-+ARZE
“ET-FNAZ+INA
25th April, 2019 to
24th April, 2021

“2T2E-AAHE
“RCTE-ANA

9th January, 2020 to
8th January, 2022

“RCTE-RAHE
“ECNE-AAH

9th January, 2022 to
8th January, 2024

During the year ended 31st March, 2020:

BRITER
Exercise price
per share

022507
HK$0.2250

0.30003& 7
HK$0.3000

0.3000%7
HK$0.3000

0.1832& 7
HK$0.1832

0.1832%7
HKS$0.1832

held by employees of the Group and movements in such holdings.

The following tables disclose details of options granted under the Scheme

(.2288

0.3000

RZB-\F RZBZEE
mA—-H REER =B=t+-H
A3 b3 HARTTE
Balance at Lapsed Outstanding
142019 during the year at 31.3.2020
12,160,000 = 12,160,000
1,920,000 (1,920,000) -
1,920,000 - 1,920,000
2,500,000 - 2,500,000
2,500,000 - 2,500,000
21,000,000 (1,920,000) 19,080,000
16,580,000

0.2216
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RERH
Date of grant

“Z-=Et+AtH
(E—1#t)

Tth October, 2013
(Batch 1)

“Z-=F+AtH
(BZH#)

Tth October, 2013
(Batch 2)

“E-NENAZ+EA
(B7A#)

25th April, 2014
(Batch 6)

“E-MEMA-+EA
(Eth)

25th April, 2014
(Batch 7)

“2-tF-Anf
(EN8)

9th January, 2017
(Batch 8)

“2-tE-AAfH
(En#t)

9th January, 2017
(Batch 9)

RERITE

Exercisable at the end of the year

MEFATER

Weighted average exercise price

BE_E-EF-A=+—HLEFEAR"
I EEREETE(ZE—F &) -

AEFRRINBE_S_EF=A=+—
Bl FEREAARIRH ZITHERIFEER
HEERZEEXA51,000ET(ZE—N
I 1 174,000 7T ) o

REBEE_Z—NF=B=+—HLEE

friEasan
Vesting period

“E-ZEtAtHE
ZE-RE+BAH

Tth October, 2013 to
6th October, 2016

“Z-=F+AtHE
—&-\%+A~H

Tth October, 2013 to
6th October, 2018

—2-MENA-+HRE
“2-tENAZ+NA
25th April, 2014 to
24th April, 2017

“2-NENA-+LAZE
“E-NENAZ1RA
25th April, 2014 to
24th April, 2019

“E-tE-AnAZE
“ECZE-RANH

9th January, 2017 to
8th January, 2020

“E-t§-AnAZE
“E-CF-RAAR

9th January, 2017 to
8th January, 2022

friEsE

Exercisable period

“E-"E+AtHE
“E-\F+ARH

Tth October, 2016 to
6th October, 2018

“E-\F+AtHE
—E2EE1R5AH

Tth October, 2018 to
6th October, 2020

“2-tEMA-+RAZ
“E-nENA-+RA
25th April, 2017 to
24th April, 2019

“E-NENAZ+ERE
ZEC-FMAZ+MA
25th April, 2019 to
24th April, 2021

“2TEF-AAME
“R-CE-ANH

9th January, 2020 to
8th January, 2022

“RCCE-AABE
“E-NE-AAR

9th January, 2022 to
8th January, 2024

BRTEE
Exercise price
per share

0.2250%7
HK$0.2250

022505
HK$0.2250

0.30003 7T
HK$0.3000

0.30003 7T
HK$0.3000

0183287
HK$0.1832

0183257
HK$0.1832

During the year ended 31st March, 2019:

RZB-N\E RZB-N\F
mE—H REER REER =ZB=t+-H
iR HH x8 HATE
Balance at Cancelled Lapsed  Outstanding
142018  during the year during the year  at 31.3.2019
14,760,000 (2,600,000)  (12,160,000) -
14,760,000 (2,600,000) - 12,160,000
2,120,000 (200,000) - 1,920,000
2,120,000 (200,000) - 1,920,000
3,000,000 (500,000) - 2,500,000
3,000,000 (500,000) - 2,500,000
39,760,000 (6,600,000 (12,160,000) 21,000,000
14,080,000

0.2267 0.2232 0.2288

02250

No share options exercised during the year ended 31st March, 2020 (2019:
Nil).

The Group recognised the total expense of HK$51,000 for the year ended 31st
March, 2020 (2019: HK$174,000) in relation to the vesting of share options
granted by the Company.
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The Group operates the Mandatory Provident Fund (“MPF”) scheme for
qualifying employees of the Company and its subsidiaries in Hong Kong.
The assets of the MPF scheme are held separately from those of the Group
in funds under the control of trustees. The Group contributes at the lower
of HKS$1,500 or 5% of relevant payroll costs to the MPF scheme, which
contribution is matched by employees.

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

The total expense recognised in profit or loss of HK$9,786,000 (2019:
HK$10,848,000) represents contributions payable to these plans by the Group
at rates specified in the rules of plan.

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

2020 2019

FHET FET

HK$°000 HK$’000

Short-term benefits 4,497 4,847
Post-employment benefits 98 103
Share-based payments 16 45
4,611 4,995

The remuneration of directors and key executives is recommended to the
board of directors by the remuneration committee having regard to the
performance of individuals and market trends.
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Notes to the Consolidated Financial Statements

BE_ZE_ZF=B=+—HILFE For the year ended 31st March, 2020
32. AATUHBRITET 32. Statement of Financial Position of the Company
2020 2019
FET FET
HK$°000 HK$°000
FEREEE Non-current Asset
/B A R A A Interests in subsidiaries 132,012 132,012
MENEE Current Assets
Hith U FRIE Other receivables 327 330
bt /B A R R X Amounts due from subsidiaries 410,141 404,531
SRITHEER R IR @ Bank balances and cash 218 158
410,686 405,019
mENEE Current Liabilities
Hith [ FRIE Other payables 883 914
Rt EBAR ZFIE Amounts due to subsidiaries 224,715 215,231
BIRRIRITER Secured bank borrowings 12,500 11,000
238,098 227,145
REEEFE Net Current Assets 172,588 177,874
304,600 309,886
BARR G Capital and Reserves
B A Share capital 25,180 25,180
EA-AC ED) Reserves (Note) 279,420 284,706
304,600 309,886
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WEE - Note:

RiVEE  BARS BRERE | REER
Share  Contributed  Share option Retained ait
premium surplus reserve profits Total
TER TEx TEx TEx TER
HKS$°000 HKS$°000 HK$°000 HKS$°000 HK$°000

RZE2—-\ZNA—H At Ist April, 2018 214,252 53,135 2,106 4,627 274,120
AEERFRBL2EBA  Profit and total comprehensive
income for the year = = = 19,360 19,360
BRABE UKD Recognition of equity-settled
BERZEM share-based payments - - 174 - 174
BAH/ i ERE Share options lapsed/cancelled - = (1,026) = (1,026)
DENRZBE(FE1I)  Dividends recognised as distribution (Note 11)
R ~cash - - - (7317) (7317)
LIRS — scrip alternative 9,402 = = (10,007) (605)
RZE—RAE=B=+—H  At3lst March, 2019 223,654 53,135 1,254 6,663 284,706
AFEBBRRAZEMNS Loss and total comprehensive expense
for the year - - - (2,667) (2,667)
BRABE MR Recognition of equity-settled share-based
BERZEN payments - - 51 - 51
BEMZERE Share options lapsed = = (152) = (152)
BEAEZBE (M) Dividends recognised as distribution (Note 11) - = = (2,518) (2,518)

RZEZFFZA=1+—H  At3lst March, 2020 223,654 53,135 1,153 1,478 279,420



FARAR_B-BER-F—NEZA
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Bt B B & 7
Name of subsidiary

TRECHRERAE

Colourmix Cosmetics Company Limited

Colourmix Cosmetics Retail Company

Limited

Colourmix International Holdings Limited

NERERESHRBRAR(M2b)
Shantou Huanan Digao Fashion Company

Limited (Note b)

AR S REREBRAR (M0 ) (Note b)

NEEEHEFRAR (ML)

Shantou Yungao Fashion Company

Limited (Note b)

AEHEERAR

Veeko Fashion Company Limited

2020 and 2019 were as follows:

E P AR k-
Place of
incorporation/
establishment

&#
Hong Kong

&
Hong Kong

0
Hong Kong
H

PRC

H
PRC

&#
Hong Kong

ARFFRHE
ERTRERE ERTRA/
A/ GEMEXR AMEAEELSH
Issued and Proportion of nominal
fully paid value of issued share

share capital/ capital/registered capital

registered capital held by the Company

(Hiita)
(Note a)
2020 2019

1,000,000 7T 100% 100%
HK$1,000,000
100,000 7T 100% 100%
HK$100,000
10,0007 7T 100% 100%
HK$10,000
20,000,0007% 7T 100% 100%
HK$20,000,000
28,350,000 7T 100% 100%
HK$28,350,000
36,000,000/ 7T 100% 100%
HK$36,000,000
2,400,0007% 7T 100% 100%
HK$2,400,000

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

TEXRH

Principal activities

tHaREERSE
Retailing of cosmetics &
skin care products

taREERTE
Retailing of cosmetics &
skin care products

2L
Property holding

MREE
Manufacturing of garments

BREERA R
Retailing and wholesaling
of garments

BERRERFENE
Manufacturing of garments
& property holding

BREE
Retailing of garments



AREBEE

ERTRERE EBRITHRE
BA/BZREL AMEREELL G
E P AR k- Issued and Proportion of nominal
Place of fully paid value of issued share
MEAR R incorporation/ share capital/ capital/registered capital FEZH
Name of subsidiary establishment registered capital held by the Company Principal activities
(Hiita)
(Note a)
2020 2019
Veeko Holdings Limited EBRZEE 618.56% 7T 100% 100% &R
BVI US$618.56 Investment holding
Wina Success Limited &8 1008 7T 100% 100%  #HBENE
Hong Kong HKS$100 Property holding
izt - Notes:
a. A/AT BEEFF B Veeko Holdings a. The Company directly holds the interest in Veeko Holdings Limited. All

Limited 9% %S + EXFRATE HAth
RBHAARMRES -

b. ZELARUZEHAIIERELE
Z Rk -

b St B B /A R 4 IR B PO AT R AL 4
R SR B A BT -

LRI EERBRAENEBNEAE
B A A AR I AT S B
SEEZMBAR o EWRBIILH A
BARZHARSANBRTE -

other interests shown above are indirectly held by the Company.

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

None of the subsidiaries had any debt securities outstanding at the end of the

year or at any time during the year.

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



FEBEEHEAUBRAERZ 2R
RIFFHEAE S - TE BB (LB R LHEER
BEREREAEE BBEFE  F&E
B2 BRI TE o

FEBZEAEBERIFFES  HEERN
MizE23iR T HIRMIRITEE  UARE
RIREFERERAARER ABGE
= HEECBITRARER -

FAREETHEREREE - (FALE
Fz—5& EFEEERRAKREZEG
BAXERACER AEEBREEEZE
mEEXMNRE  BITHRLRBEITHE
BERBRREERUFHHERERE
)

EWMEE
HEH A A

AR
BEH A A

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

The capital structure of the Group consists of net debt, which includes
secured bank borrowings disclosed in Note 23, net of cash and cash
equivalents and equity attributable to owners of the Company, comprising
issued share capital and reserves.

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

redemption of existing debt.

2020 2019
FET FET
HK$’000 HK$°000
Financial assets
Amortised cost 113,756 93,301
Financial liabilities
Amortised cost 453,550 310,095
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The Group’s financial instruments include trade and other receivables,
rental and utility deposits paid, bank balances, deposits and cash,
trade and other payables, rental deposits received, secured bank
borrowings and lease liabilities/obligations under finance lease. Details
of the financial instruments are disclosed in the respective notes. The
risks associated with these financial instruments include market risk
(represented by currency risk and interest rate risk), credit risk and
liquidity risk. The policies on how to mitigate these risks are set out
below. Management manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and effective
manner.

Market risk
(1) Currency risk

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

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

BE =L

Assets Liabilities
2020 2019 2020 2019
TET FAET FET FAET
HK$’000 HKS$’000 HK$’000 HK$°000
114 661 249 6
14,833 13,335 28,182 188
3,660 3,608 5,639 20,605
_ = 4,804 9,285
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Impact on loss for the year

Market risk ( Continued)

(1) Currency risk (Continued)

Sensitivity analysis

As HKS is pegged to USD, the Group does not expect any significant

movements in the USD/HKS exchange rate. In this regard, the Group
does not expose to significant currency risk arising from USD.

The following table details the Group’s sensitivity to a 5% (2019:
5%) increase and decrease in the functional currency of each
group entity against the relevant foreign currency. 5% (2019: 5%)
represents management’s assessment of the reasonably possible
change in foreign exchange rates. The sensitivity analysis includes the
Group’s outstanding foreign currency denominated monetary items,
intra-group receivables and payables where the denomination of the
receivables and payables is in currencies other than the functional
currency of the relevant group entities and adjusts their translation at
the year end for a 5% (2019: 5%) increase in foreign currency rates. A
positive (negative) number below indicates decrease (increase) in
post-tax loss for the year where the functional currency of each group
entity strengthens 5% (2019: 5%) against the relevant foreign currency.
For a 5% (2019: 5%) weakening of functional currency of each group
entity against the relevant currency, there would be an equal and
opposite impact on the post-tax loss.

ARBEE - yld 4 | od 7 |
RMB impact HKS impact EUR impact
2020 2019 2020 2019 2020 2019

TR Tin TiEn Tin TEn Tin
HKS 000 HKS 000 HKS 000 HKS 000 HEKS'000 HKS 000
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Market risk (Continued)
(i1) Interest rate risk

The Group is exposed to fair value interest rate risk in relation to
fixed-rate lease liabilities (Note 24). In addition, the Group is also
exposed to cash flow interest rate risk in relation to variable-rate
short-term bank balances and deposits (Note 21) and bank borrowings
(Note 23). It is the Group’s policy to keep its borrowings at floating
rate of interests so as to minimise the fair value interest rate risk. The
exposure to the interest rate risk for variable-rate bank balances and
deposits is insignificant.

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

The Group currently does not have any interest rate hedging policy
in relation to fair value and cash flow interest rate risks. However,
management monitors interest rate exposure on ongoing basis and will
consider hedging significant interest rate risk should the need arise.
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Market risk (Continued)

(i1) Interest rate risk (Continued)

Sensitivity analysis

The sensitivity analysis below has been determined based on the
exposure to interest rates of bank borrowings. The analysis is prepared
assuming the amount of liability outstanding at the end of the
reporting period was outstanding for the whole year. A 50 (2019: 50)
basis point increase or decrease represents management’s assessment
of the reasonably possible change in interest rates.

If interest rates had been 50 (2019: 50) basis point higher/lower and
all other variables were held constant, the Group’s post-tax loss
for the year ended 31st March, 2020 would increase (decrease) by
HK$1,754,000 (2019: HK$1,109,000).

Credit risk and impairment assessment

As at 31st March, 2020, the Group’s maximum exposure to credit
risk which will cause a financial loss to the Group due to failure to
discharge an obligation by the counterparties is arising from the
carrying amount of the respective recognised financial assets as stated
in the consolidated statement of financial position.

In order to minimise the credit risk, the management of the Group
has delegated a team responsible for determination of credit limits,
credit approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In addition, the
Group performs impairment assessment under ECL model on trade
receivables individually for debtors. The estimated loss rates are
estimated based on historical observed default rates over the expected
lives of the debtors and are adjusted for forward-looking information,
including but not limited to expected growth rate of the industry, that
available without undue cost or effort. In this regard, the directors
of the Company consider that the Group’s credit risk is significantly
reduced.

The Group’s concentration of credit risk by geographical locations is
mainly in the PRC and Hong Kong.
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Credit risk and impairment assessment ( Continued)

The Group also have concentration of credit risk on bank balances
and deposits which are deposited with several banks with high credit
ratings. Other than the above, the Group does not have any other
significant concentration of credit risk. The credit risks on bank
balances and deposits are limited because the counterparties are
banks with high credit ratings assigned by international credit-rating
agencies.

Other than the concentration of credit risk on liquid funds which are
deposited with several banks with good reputation and high credit
ratings, the Group does not have any other significant concentration
of credit risk, with exposure spread over a number of counterparties

and customers.

The Group has considered that credit risk on other receivables, rental
and utility deposits paid, bank balances and deposits has not increased
significantly since initial recognition and has assessed the ECL rate
under 12m ECL method based on the Group’s assessment in the risk
of default of the respective counterparties.
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Category

1 ez

Low risk

BueE

Watch list

175k

Doubtful

518

Loss

£

Write-off

TAEFFIG (78 )
FEBREEE BIRTHROTEEIELL

categories:

fi ke

Description

RN EEEE - B EEm
B AR IE

The counterparty has a low risk of
default and does not have any

past-due amounts

BHAEBNEPEBEES

Debtor frequently repays after due dates
but usually settles after due date

EEERBEEAAMEIMNE R
HMEBE IR A 4 e B EE AR 1 N

There has been a significant increase
in credit risk since initial recognition
through information developed

internally or external resources

REBEREECEERE

There is evidence indicating the
asset is credit-impaired

BRBEREBARNRBEITFEEE
B A& B 36 8 B R UL (B AY 7] BE

There is evidence indicating that the
debtor is in severe financial difficulty
and the Group has no realistic prospect

of recovery

Credit risk and impairment assessment ( Continued)

FEWIE 2 7R I8

Trade receivables

T HITRERE B RE—
It BEERIE
Lifetime ECL —
not credit-impaired

ZHRTEHBE B RsIE—
WEEERE
Lifetime ECL —

not credit-impaired

> HATEHAE B R IE—
W|EERE
Lifetime ECL —

not credit-impaired

ZHRTEHBE BRI —
EEERE
Lifetime ECL —

credit-impaired

IR C iEH

Amount is written off

The Group’s internal credit risk grading assessment comprises the following

HitEMEE

Other financial assets

+ZERREBEERIE

12m ECL

+ZERRHEERIE

12m ECL

= HATEHAE B RsIE—
W|EERE
Lifetime ECL —

not credit-impaired

S HRTEHAE BRI —
EEERE
Lifetime ECL —

credit-impaired

THIA C i EH

Amount is written off
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TRELAEEARZAMEER
BRIAMNEMEEMRBZE

EEks -

FEWE 7 70 IR

Trade receivables

FEULEE 5 7R

Trade receivables

HAth FE U8

Other receivables

RITHEER R TF X

Bank balances and deposits

EfffHsks
Rental deposits paid

—EnEF
2019

FEWE 7 70 IR

Trade receivables

HAth FEULFRIR

Other receivables

SRITREER R 7 X

Bank balances and deposits

EffHERKERS
Rental and utility deposits
paid

&
Notes

20

20

20
21
T

NIA

/g2

Notes

20

20

21

TEH
NiA

Credit risk and impairment assessment ( Continued)

The table below details the credit risk exposures of the Group’s

financial assets, which are subject to ECL assessment:

SHEBIEE TR

External
credit rating

138 M
N/A

Aa3EAl
Aa3 to Al

138 M
N/A

MBS EFTHR

External
credit rating

i A

Rl
N/A

Aa3ZEAl
Aa3 to Al

Rl
N/A

AEBEEFT %

Internal
credit rating

B 51

Note 1

B 51
Note 1
B EEii
Note ii

bfd &¥ii
Note i1

Bff EEii
Note ii

POEB IS & EF 4R

Internal
credit rating

&1
Note 1

bt &¥ii
Note i1

Bff EEii
Note ii

bt &¥ii
Note i1
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ZHIFREIEERE
12-month or
lifetime ECL
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-1 ' 'fl:l W{E
Lifetime ECL —
not credit-impaired
%%ﬁ%fﬁ%h
2E8RE
Lifetime ECL —
credit-impaired

+ZEREMEERIR
12m ECL

+ZERRBIEERIE

12m ECL

+ZEREMEERIR
12m ECL

+ZfEHS
EHITREAE R E

12-month or
lifetime ECL

2 HITER(S BB IE
— I |EERE
Lifetime ECL —

not credit-impaired

+= @ﬁﬁ%&gﬁﬁ

12m ECL

+ZERFRHEEREIE

12m ECL

+= @ﬁﬁ%&gﬁﬁ

12m ECL

HRAREE

Gross carrying
amount
FAET

HK$°000

10,100

3,995

1,041

24,847

76,139

e RR T {E

Gross carrying
amount
THET
HK$’000
23,951

7,061

52,057

13,000
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Credit risk and impairment assessment ( Continued)

Notes:

ii.

For trade receivables, the Group has applied the simplified
approach in HKFRS 9 to measure the loss allowance at lifetime
ECL. The Group determines the ECL for trade debtors based on
individual assessment. During the year ended 31st March, 2020, the
Group considers that allowance for expected credit leases for trade
receivables is amounted to HK$3,995,000 (2019: nil).

For the purposes of internal credit risk management, the Group
has applied the general approach in HKFRS 9 to measure the loss
allowance at 12m ECL as there is no significant increase in credit
risk since initial recognition. The Group determines the ECL for
other receivables, bank balances and deposits, and rental and
utility deposits paid by assessment of probability of default. During
the year ended 31st March, 2019 and 2020, in view of the nature of
these balances, historical settlement record and good reputations
of the counterparties, the Group considers the provision of
impairment allowance for other receivables, bank balances and
deposits, and rental and utility deposits paid is insignificant.
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Credit risk and impairment assessment ( Continued)

The following table provides information about the exposure to credit
risk for trade receivables which are assessed individually as at 31st
March, 2020 within lifetime ECL (not credit impaired). Debtors with
credit-impaired with gross carrying amount of HKS$3,995,000 as at
31st March, 2020 (31st March, 2019: nil) was assessed individually.

Gross carrying amount

FHBERX RBNESNRIA

Average Trade
At 31st March, 2020 loss rate receivables
TAERT
HKS$’000

Internal credit rating
Low risk # 6,168
Watch list # 3,932
10,100

FHBER BWEZHIA

Average Trade
At 31st March, 2019 loss rate receivables
TFET
HK$’000

Internal credit rating
Low risk 7E 13,272
Watch list 7E 10,679
23,951

# The percentage was lower than 0.1%

In the opinion of the directors of the Company, the trade receivables
within low risk and watch list at the end of the reporting period which
have been past due over 90 days are not considered as in default by
considering the expected subsequent and historical repayment from
trade debtors.
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Credit risk and impairment assessment ( Continued)

Gross carrying amount ( Continued)

For the year ended 31st March, 2020, the Group performed
impairment assessment on financial assets other than trade receivables

and concluded that the probability of default of the counterparty

is insignificant and accordingly, no allowance for credit losses is

provided.

The following table shows the movement in lifetime ECL that has been

recognised for trade receivables under the simplified approach.

As at 1st April, 2018 and
31st March, 2019

Impairment lossee recognised

As at 31st March, 2020

Lifetime ECL
(credit-
impaired)
ZHATEHA
EE®IE
(EfEERE)
HK$°000
TFEx

3,995

3,995
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Liquidity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate by
the management to finance the Group’s operations and mitigate the
effects of fluctuations in cash flows. The management monitors the
utilisation of bank borrowings (as detailed in Note 23) to ensure
unutilised banking facilities are adequate and ensures compliance
with loan covenants or to obtain waiver from the relevant banks if the
Group is not able to satisfy any of the covenant requirements. As at
31st March, 2020, the Group has available unutilised banking facilities
of HK$86,391,000 (2019: HK$146,685,000).

The Group incurred a post-tax loss of HK$258,448,000 from
operations for the year ended 31st March, 2020, and the Group’s
current liabilities exceeded its current assets by HK$182,064,000 as at
31st March, 2020. Further, the Group had cash and cash equivalents
of HK$26,476,000 with total borrowings due within one year or
contain a repayable on demand clause amounted to HK$420,059,000.
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Liquidity risk ( Continued)

The Group successfully renewed banking facilities that were due
during the year. In addition, the directors of the Company have
evaluated the Group’s current undrawn banking facilities and
renewable bank borrowings. The management maintains continuous
communication with the Group’s principal banks on the renewal
of existing banking facilities that will fall due in the coming twelve
months and the grant of additional banking facilities. The directors
of the Company have reviewed the Group’s bank borrowings and
banking facilities available to the Group and are of the opinion that
the bank loans and banking facilities would be renewed when their
current terms expire. The directors of the Company have evaluated all
the relevant facts available to them and are of the opinion that there
are good track records or relationship with the relevant banks which
enhance the Group’s ability to renew the current bank loans upon
expiry. Up to the date of approval of these financial statements for
issuance, the directors of the Company are not aware of any intention
of the Group’s principal banks to withdraw their banking facilities
granted or request early repayment of the utilised facilities within the
next twelve months from the end of the reporting period.

Despite uncertainties and measures mentioned in Note 1A, the
directors of the Company believe that the Group will be able to
generate sufficient cash flows to meet its financial obligations as and
when they fall due within the next twelve months from the end of the
reporting period.

The directors of the Company are of the opinion that, taking into
account the Group’s cash and cash equivalents, internal resources and
existing credit facilities, and cash flow projections, the Group will have
sufficient working capital to meet its cashflow requirements in the next
twelve months and the on-going loan covenant compliance.

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

2020

Non-derivative financial
liabilities

Trade and other payables

Secured bank borrowings
- variable rate

Lease liabilities

2019
Non-derivative financial liabilities
Trade and other payables
(Obligations under finance lease
Secured bank borrowings

— variable rate

MEFHH%
Weighted
average
interest rate
R

%

341

391

MEFHHE
Weighted
average
Interest rate

Bt
%

31

The tables include both interest and principal cash flows. To the
extent that interest flows are floating rate, the undiscounted amount is

derived from interest rate curve at the end of the reporting period.

RZB-RE

BREXT, AFRRE =ZA=t-H
PR-E ikt ZIEEE
On demand Total Carrying
orlessthan  —FEWE  WEERE  undiscounted amount
1 year 1to 2 years 2o 5 years cash flows ~ at 31.3.2020
T T Tién T Tién
HKS$'000 HKS$'000 HKS$'000 HKS'000 HKS'000
3491 - - 3491 3491
420,059 - - 420,059 420,059
165,192 92,493 33,326 291,011 275433
018,742 92,493 33,326 744,561 718,983
= T

#ERE #BRE  ZA=t-8
IR-F k-1 IR
On demand Total Carrying
orlessthan  —FE@F  WEELE  undiscounted amount
 year 1 to 2 years 2to 5 years cash flows ~at 31.3.2019
Tin Tin Tin Tin Tin
HK§'000 HK§'000 HK§'000 HK§'000 HK§'000
43,888 - - 43,388 43,888

4 M4 169 617 617
265,590 - - 265,590 265,590
309,702 24 169 310,095 310,095
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Liquidity risk ( Continued)

Bank borrowings with a repayment on demand clause are included
in the “on demand or less than 1 month” time band in the above
maturity analysis. As at 31st March, 2020, the aggregate carrying
amounts of these bank borrowings amounted to HK$420,059,000
(2019: HK$265,590,000). Taking into account the Group’s financial
position, the directors of the Company do not believe that it is
probable that the banks will exercise their discretionary rights to
demand immediate repayment. The directors believe that such bank
borrowings will be repaid within fifteen years (2019: five years) after
the end of the reporting period in accordance with the scheduled
repayment dates set out in the loan agreements, details of which are set
out in the table below:

HEAMT-REAREXERB N BT EE(RETEFAHES)
Maturity Analysis - Bank borrowings with a repayment
on demand clause hased on scheduled repayments

BEX FRRE

FoR—fER mERE
On demand SERAE-% REME Total FEE
orlessthan —Z=fBF  3Imonths —EWE MERF  Morethan undiscounted  Carrying
Imonth 1to3months  tolyear 1to2years 2to5 years Syears cash outflow amount

Tén TEn  THEn  TEn  TEn  TEn  TEn  T#n
HKS000  HKS000  HKS000  HKS000  HKS000  HKS$000  HKS000  HKS$'000

291,467 26,094 31,152 14,765 42,792 31,628 437,898 420,059

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

The directors of the Company consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised cost in the consolidated
financial statements approximate their fair values.
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The table below details changes in the Group’s liabilities arising from
financing activities, including both cash and non-cash changes. Liabilities
arising from financing activities are those for which cash flows were, or future
cash flows will be, classified in the Group’s consolidated statement of cash
flows as cash flows from financing activities.

MEHE

BHER feit *kiE

RITHEE FISEY Obligations

Secured Accrued EftiE HEaR under
bank interest Dividend Lease finance #m
borrowings expenses payable liabilities lease Total

TER TEn TER TEn TER TER
HKS$'000 HK$000 HK$000 HKS'000 HK$000 HK$'000

(Hiti) (M) ( Wtitii)
(Note i) (Note ii) (Note iii)
WZB-NAEMA—-B At lst April, 2018 (269,206) (229) - . - (269,435)
AERERE Financing cash flows 3,616 9,028 7317 - 56 20,017
FHLEH Non-cash changes
ERDMERE Finance costs recognised - (9,057) = - = (9,057)
BZENREZRE Dividends recognised as
distribution - (7,317) - - (7,317)
REEE RERGR Addition of property,
plant and equipment - - - (673) (673)
RZE-NE At 31st March, 2019
ZA=+-A (265,590) (258) - - (617) (266,465)
EREBE RS £ Adjustment upon application of
FlORERE HKFRS 16 - - - (277,892) 617 (277,275)
RZE-LENB—H At Ist April, 2019 (265,590 (258) - (277,892 - (543,740
AERERE Financing cash flows (154,469) 13,968 2,518 179,356 - 41,373
STAUMEEE /BIBETAFE New lease entered/lease modified - = (165,450) = (165,450)
RBEMEZBE Dividends recognised as
distribution - (2,518) - - (2,518)
FHLEH Non-cash changes
BREZRERE Finance costs recognised = (14,138) = (11,447) = (25,585)
A_EZEE At 31st March, 2020
ZA=+-A (420,039) @8) . (275,433) . (695,920)
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®

(i)

(iii)

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

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

The non-cash changes of obligations under finance lease represent
the addition of property, plant and equipment under finance lease
arrangement.

2020 2019
HK$°000 HK$°000
FAERT TET

Capital expenditures in respect of

acquisition of investment property

which are contracted for but not

provided on the consolidated

financial statements - 106,719
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The outbreak of the 2019 Novel Coronavirus (“COVID-19”) has grown into a
large-scale, multi-country epidemic during the first quarter of 2020 producing
a challenging situation for all industries and society generally. The Group has
assessed the overall impact of the situation on the entirely of its operations
and taken all possible effective measures to limit the adverse effects of the
rapidly spreading virus on people and activities.

Up to the date of authorisation of this report, the directors of the Company
are in the process of assessing the impact on the operation and financial
results in foreseeable future. Subsequently, the directors of the Company are
actively seeking for rent concessions and reduction from landlords before the
expiry of leases and re-negotiating for short term lease periods. In additions,
the Group has applied for cash subsidies of HK$6,320,000 from Retail Sector
Subsidy Scheme and HK$34,450,000 from the Employment Support Scheme
under Anti-epidemic Fund granted by the Hong Kong Special Administrative
Region (“SAR”) Government and a cash subsidy of MOP1,150,000
(equivalent to HK$1,117,000) from 10-Billion-Pataca Fund granted by
Macau SAR Government to be received within 2020. A total amount of
HK$12,783,000 has been received as at the date of this report.

Certain comparative figures have been reclassified based on their nature to
conform with the presentation in current year’s financial statements.
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Financial Summary

I

E | RESULTS
HE=BA=1—-HiLEE
Year ended 31st March,
2016 2017 2018 2019 2020
THERT THERT T T TET
HKS$°000 HK$'000 HKS$000 HK$°000 HK$°000
EEH REVENUE 2,026,463 2,017,450 1,928,320 1,693,426 1,042,397
PRIRATEFI(BR) PROFIT (LOSS) BEFORE TAX 76,811 (21,975) 9,280 (71,017) (255,678)
FIEREY INCOME TAX EXPENSE (17,878) (3.919) (4,018) (8,334) (2,770)
FERF(HR) PROFIT (LOSS) FOR THE YEAR 58,933 (25,894) 5,262 (79,351) (258,448)
EEHERE ASSETS AND LIABILITIES
®=B=+—-H
At 31st March,
2016 2017 2018 2019 2020
THERT THERT T T TET
HKS$000 HK$'000 HKS$000 HKS$°000 HK$°000
BERE TOTAL ASSETS 994,136 1,095,091 1,098,561 1,022,851 1,129,530
BERE TOTAL LIABILITIES (241,447) (395,644) (379,656) (393,021 (775,166)
RREE SHAREHOLDERS’ FUNDS 752,689 699,447 718,905 629,830 354,364
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