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CORPORATE INFORMATION
2wl E R

BOARD OF DIRECTORS (THE “BOARD”)
Executive Directors

Mr. Chan Yan Tak (Chairman and chief executive officer)

Mr. Wong Mau Tai

Mr. Lim Ming Shing, Tony

Mr. Lee Chi Hang, Sidney

Mr. Wong Ping Yiu

Non-executive Director
Madam Tsang Pui Man

Independent Non-executive Directors
Professor Ng Ka Ming

Mr. Cheng Kwok Kin, Paul

Ms. Szeto Wai Ling, Virginia

COMPLIANCE OFFICER
Mr. Lee Chi Hang, Sidney

COMPANY SECRETARY
Mr. Chui Pak Shing

AUTHORISED REPRESENTATIVES
Mr. Chan Yan Tak
Mr. Chui Pak Shing

AUDIT COMMITTEE

Mr. Cheng Kwok Kin, Paul (Chairman)
Professor Ng Ka Ming

Ms. Szeto Wai Ling, Virginia

NOMINATION COMMITTEE

Professor Ng Ka Ming (Chairman)
Mr. Cheng Kwok Kin, Paul
Ms. Szeto Wai Ling, Virginia

REMUNERATION COMMITTEE

Professor Ng Ka Ming (Chairman)
Mr. Cheng Kwok Kin, Paul

Ms. Szeto Wai Ling, Virginia

Mr. Lim Ming Shing, Tony

INDEPENDENT AUDITOR
CCIF CPA Limited
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CORPORATE INFORMATION
2y Wl E R

PRINCIPAL BANKERS
Hang Seng Bank Limited

Chong Hing Bank Limited

Bank of China (Hong Kong) Limited

THE CAYMAN ISLANDS PRINCIPAL SHARE
REGISTRAR AND TRANSFER OFFICE

Royal Bank of Canada Trust Company (Cayman) Limited

4th Floor, Royal Bank House

24 Shedden Road

P.O. Box 1586

Grand Cayman KY1-1110, Cayman Islands

REGISTERED OFFICE
Cricket Square, Hutchins Drive

P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands

HEAD OFFICE AND PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

27/F., The Galaxy

313 Castle Peak Road

Kwai Chung, Hong Kong

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER AGENT

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

COMPLIANCE ADVISER
WAG Worldsec Corporate Finance Limited

STOCK CODE
932

COMPANY’S WEBSITE

www.royalmedic.com

(the contents of which do not form part of this report)

ERAERRAT
A BT AT PR )
ABRATA IR 7
P BSRAT (Frit) AR )

PH 2 7 5 i 4y 38 P
% e A e

Royal Bank of Canada Trust Company (Cayman) Limited

4th Floor, Royal Bank House

24 Shedden Road

P.O. Box 1586

Grand Cayman KY1-1110, Cayman Islands

w13 =

Cricket Square, Hutchins Drive
P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands

H IR K&
FEBEEME
Fr s 25T
BINAKE313 %
KBE A 27 #

s Ay 18 P
Bl i

B SR E R BRA A
s

BIFRKHEHR183 9%
AR 22

£ AL 1
4 1 7 S A PR

Jie A 5%

932

AR,

www.royalmedic.com

(0 PO B WA RS 7 — 5 71)

RM Group Holdings Limited £ 5% 3% 45 3 3 it A BR 2 7]

03



FINANCIAL HIGHLIGHTS
A 5 1BE 2

HIGHLIGHTS W
For the year ended 31 March
BE=ZH=1T—HILFE
2016 2015
ZE N TE AR %
HK$’000 HK$’000 Change
Tt Tt Ci)
Operations B E
Revenue I %5 189,958 227,677 -16.57%
Gross profit EH 147,002 176,872 -16.89%
EBIT (Note 1) EBIT (Fff5E1) 15,280 40,216 -62.01%
Profit for the year £ N i ) 10,421 31,521 -66.94%
Earnings per share (a3l ecail
Basic and diluted (HK cents) A (B s Al 2.0 6.1 -67.21%
Note: [ 5E -

1.

EBIT represents earnings before finance costs and taxation.

1. EBIT & 4115 il ¢ i A S Bt E i i ) o

As at 31 March

R=A=1+—H
2016 2015
SR e Sk o %
HK$’000 HK$’000 Change
T Fisoc 5 1
Financial position H IR DL
Total assets W B AR 234,460 209,743 11.78%
Shareholders’ equity RS 179,380 180,913 -0.85%
Net assets value per share (HK$) % R () 0.35 0.35 N/A
04 Annual Report 2015/2016 4= #t



SHARE INFORMATION

Board lot size

INFORMATION FOR INVESTORS

4,000 shares

As at the last trading day of the financial year ended 31 March 2016:

e Shares outstanding

e Market capitalisation

*  Closing share price

*  Earnings per share (basic)

e Interim:
¢ Final:
KEY DATES

*  Latest time for lodging transfer documents for
registration in order to qualify for attending and
voting at 2016 annual general meeting

*  Closure of register for 2016 annual general meeting

* 2016 annual general meeting

INVESTOR RELATION CONTACT

Address 27/F., The Galaxy
313 Castle Peak Road
Kwai Chung, Hong Kong
Telephone (852) 2297 0000
Fax : o (852) 27559999
E-mail ir@royalmedic.com.hk
Website www.royalmedic.com

SHAREHOLDER ENQUIRIES

516,300,000 shares
HK$526,626,000
HK$1.02

HK cents

2.1

2.0

4:30 pm, 5 August 2016

8 & 9 August 2016

9 August 2016

Any matters relating to your shareholding, e.g. transfer of shares, change of name

or address, lost share certificate and dividend warrants, should be sent in writing

to:

Tricor Investor Services Limited

Address Level 22, Hopewell Centre
183 Queen’s Road East
Hong Kong
Telephone (852) 2980 1333
Fax T (852) 28108185
E-mail is-enquiries @hk.tricorglobal.com
Website http://www.tricoris.com

TR B E B

Ji& 1 & B

B A 4,000 %

#20164F3 A 31 HIMBFERELSH ¢

o HETIRHEL 516,300,000 %

o TifH 526,626,000 Wk T

o iilifE 1.02# 7T

o BRBEF| (A HEAIL
o i 2.1
o RH: 2.0

HEHH

o FABERK T 2016 BRI “E-REAALH

REWHR  ROBF 2 DR LR
et A

o H2016FEBGREEREG L TE-NE
TR (i B R MNANBESLH

o 0I6FERFHTRE ZE-REAALH

& H B AW
Hink o FELEW
HFIA B 31395
KR 027 HE
B (852) 2297 0000
{1 (852) 2755 9999

B ir@royalmedic.com.hk

A1k www.royalmedic.com
n ¥

JBe B )

U S IR O G
Oy~ WS E B R
BT

B SRE A R A T
Hht o FHU
B RKEHR 1839
ARG 22 1
TE G (852) 2980 1333
R (852) 2810 8185
I is-enquiries @hk.tricorglobal.com

A1k

http://www.tricoris.com

RM Group Holdings Limited £ 5% 3% 45 3 3 it A BR 2 7] 05



CHAIRMAN’S STATEMENT
BV 8

Dear Shareholders,

On behalf of the Board of RM Group Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”), I would like to announce the annual results of

the Group.

During the year, the Group turned a new page in its business development with the
transfer of its listing status from the Growth Enterprise Market (“GEM”) to the
Main Board of The Stock Exchange of Hong Kong Limited. This significant
achievement of the Group was attributable to the invaluable dedication of the staff
members of the Group and the continuous support from business partners and
shareholders. The Group expects that the successful transfer of listing will enhance
the profile of the Group and boost the trading liquidity of the shares. Furthermore,
the transfer of listing will be beneficial to the future business development and

growth of the Group as well as bringing other benefits.

PERFORMANCE FOR THE YEAR

In summary, the first half results were in line with the Group’s expectations, but
due to the weak performance of the retail sector in Hong Kong in the second half
of financial year ended 31 March 2016 (“FY2015/167), sales dropped significantly,
resulting in substantial reduction in total sales for the year. The total revenue of the
Group for FY2015/16 decreased by 16.6% to HK$190.0 million (2015: HK$227.7
million). Despite the total revenue of the Group having declined, our past effort
invested in the private label brand health supplements has paid off, the revenue
attributable to private label brands health supplements increased to HK$52.0
million (2015: HK$42.8 million).

The Group’s overall gross profit margin for FY2015/16 decreased by 0.3% to
77.4% (2015: 77.7%), the profit attributable to owners substantially decreased to
HK$10.4 million (2015: profit of HK$31.5 million).

06 Annual Report 2015/2016 4= #t
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CHAIRMAN’S STATEMENT

DEDICATED FOCUS

Health is the foundation of wealth. Unfortunately, people in Hong Kong are
preoccupied with making a living and tend to neglect their well-being. True to the
“Royal Medic” mission of being the guardian of your health, we have consistently

developed and produced high-quality and high-efficacy health supplements.

PROSPECTS

Looking forward, in view of the weak performance of the retail sector in Hong
Kong and the uncertain economic environment, the Group maintains a prudent
approach to the operating environment in the coming year. In the face of market
uncertainties, in order to maintain the competitiveness of the Group, the Group will
actively implement effective cost control measures, including reduction of
administration costs, bargaining with suppliers for a better pricing and establishing

our own facilities to reduce subcontracting costs.

Furthermore, in order to increase the market share and expand the existing core
business, the Group will continue to roll out more new products and open up more
channels, and plan to further expand its business in the People’s Republic of China
(the “PRC”), Taiwan and other Southeast Asian countries markets. Apart from this,
the Group will continue to seek opportunities to co-operate with universities to
conduct research and development projects to facilitate product development and
enhance public awareness of healthy living. The Group believes that it can
continue to enhance long-term value for its shareholders by utilising its competitive

advantages and potential business development.

ACKNOWLEDGEMENTS

We wish to express our appreciation to our shareholders, business partners and
suppliers for their support during the year. We would like to thank our dedicated

staff to their contributions to the success of the Group.
By order of the Board

Chan Yan Tak
Chairman
Hong Kong

29 June 2016
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MANAGEMENT DISCUSSION AND ANALYSIS

o BELJE o B o0 AT

BUSINESS REVIEW

The Group is principally engaged in the business of formulation, marketing, sales
and distribution of health supplements and beauty supplements and products
mainly in Hong Kong, the People’s Republic of China (the “PRC”) and Taiwan.
The Group’s products are sold under its proprietary brands and private label brands
specifically developed for and owned by a renowned chain of health and beauty
products in Hong Kong and Macau (the “Distribution Facilitator”). The Group
outsources most of its production to its suppliers and subcontracting manufacturers
and the Group distributes its products mainly through the Distribution Facilitator.
The Distribution Facilitator remains as the Group’s major customer during the year
ended 31 March 2016, which contributed to approximately 61.1% of the Group’s
total revenue. During the year, the Group operated three Chinese medicine clinics
to provide traditional Chinese medicine treatments, services and retailing of health
supplements to the general public consumers as well as building the brand image
of the Company’s products. Since the commencement of operations of the flagship
Chinese medicine clinic in the Jordan district, Kowloon, it has not been as
successful as anticipated and incurred losses. In order to strike for cost
effectiveness in the Group’s Chinese medicine clinic business, the Group ceased
the operations of the flagship Chinese medicine clinic and disposed of the wholly
owned subsidiary, which owned the assets and premises lease of the flagship
Chinese medicine clinic, to an independent third party in March 2016.

The following table sets forth the revenue generated from new products introduced
by the Group during the two years ended 31 March 2016:

& 75 1ol JpA

ASE M LA~ hiE NRIEME (TR ]) &
BERESRCTT ~ R B R SR A A A K
TERHA b B By o A GE R FEE O DAL EOAT R
ST — R B TR 42 DR A T SR 7 i 05 ([ 4 89
ARBE]) BH 8% B HCBEA B9 A R A RO T 8 AS » A
A B LI TR 20 A 2 A1 ) T B R B 2 A 7
Fe A SR I LR oy S AR S L i o B T
F—NEZA=+—HILEE > 8B TAE
AEM 2 EBEF > AL AR G B A i A
61.1% = R4 - EMAE =M P2 AR
R B R AT ol 09 9 R 5 T G R A T
[e] R 57 2% R B b RERTE o AE QA JUTE e 2K
114 o B 2 T RECAR I B KR AR > A 0 £ B
HHEAEI S AR R o J IR I R R 2 P S
AR > EER FE - REEH KR ED
BT RRL G 2 685 - Sl 1 A A rh R S BT AR
T SETS A B R i P AL 2 A s W) T —
W= .

TREFIBE —F—NE=H = — BRI
JEEAS G T BT A B 2 A iR

For the year ended 31 March
WEZA=ZF—HILEE

2016 2015
ZE A e S KD
Number of Number of
new products new products
introduced Revenue introduced Revenue
i o e R
JE Wtz FE R Wt
HK$°000 HK$’000
T T
Health supplements: (R faEE
Proprietary brands BA 2 3,261 7 11,170
Private label brands H % i 3 3,960 4 4,685
Trading of goods mEE 8 128 7 1,673
13 7,349 18 17,528
Beauty supplements and products: FAHE R
Proprietary brands BUA 1 5,258 1 265
Private label brands H % - - 5 296
Trading of goods maEE = = 1 133
1 5,258 7 694
Total st 14 12,607 25 18,222

08

Annual Report 2015/2016 4E



MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 March 2016, the Group sold and distributed 34 (2015: 33) health
supplements and 9 (2015: 8) beauty supplements and products under its proprietary
brands; 41 (2015: 39) health supplements and 8 (2015: 9) beauty supplements and
products under the Distribution Facilitator’s private label brands; 15 (2015: 7)
health supplements and 1 (2015: 1) beauty supplements and products under trading
of goods.

FINANCIAL REVIEW
Revenue — Business segments
The following table sets forth the breakdown of the Group’s revenue by business

segments for the two years ended 31 March 2016:

o BHL )G o i B0 AT

AT E-NAEZAZ 0 A K8
34K (A 335K BA S AR (8 29
T+ 830 B4 W25 2540 i S i
A1 (T —TAF © 395K) A EHACHEAY [ 5 A
{7 i 8 F—FAE o) B A
F RN SRS 5 155K (CE— AR T
T R BB (AR 1K)
P L I 2 A O B

$4 5 Iul e

W sk — B SR
FRMFIE T AEZ =+ B WA
T 445 43 53 7K S IR ) 4347

For the year ended 31 March
BRE=ZH="1—HILFE

2016 2015
RN ZE N
% of total % of total
HK$°000 revenue HK$’000 revenue
Al JE AR 5 AR AR
F#T B4l Tt [Epigi4
Business segments B3 gl
Health supplements PRAERE 160,870 84.7% 194,500 85.4%
Beauty supplements and products TELEAH S S E 27,484 14.5% 31,011 13.6%
Others HoAh 1,604 0.8% 2,166 1.0%
Total sl 189,958 100.0% 227,677 100.0%

The Group recorded a revenue of approximately HK$190.0 million for the year
ended 31 March 2016 (2015: HK$227.7 million), representing a decrease of
approximately HK$37.7 million or 16.6% over the last year. The Group’s revenue
attributable to health supplements decreased by approximately HK$33.6 million or
17.3% to HK$160.9 million (2015: HK$194.5 million), while its revenue
attributable to beauty supplements and products decreased by approximately
HK$3.5 million or 11.3% to HK$27.5 million (2015: HK$31.0 million), for the
year ended 31 March 2016.

WEZE—NEZA = — H IR R EAREE Y
% 980 # 37,700,000 #5 9T = 190,000,000 70 (&
— f 4 227,700,000 %5 o6 ) o R/ X AR R
16.6% > WE ZF—RNF=A=+—HILFEF
I AT T 1 R ft 7 5 R Ak i 23 387D 49 33,600,000 75
JE % 160,900,000 ¥ 7T ( =& — L 4F © 194,500,000
W5IT) > YR 17.3% > T 55 254 b S i FE A i 25
A1 38k 2> 493,500,000 # JT % 27,500,000 # o ( %
—TL4F 1 31,000,000 7C) > W80 11.3% ©
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MANAGEMENT DISCUSSION AND ANALYSIS

o BELJE o B o0 AT

For the year ended 31 March 2016, the Group’s top 5 best-selling products were
Royal Medic No.1 Chinese Cs-4, RM Broken Ganoderma Spore, Melty Enzyme,
Health Proof Junior Milk CA+DHA PF and Royal Medic Liver Guard, which in
aggregate contributed to approximately HK$79.4 million or 41.8% of the Group’s
total revenue.

For the year ended 31 March 2015, the Group’s top 5 best-selling products were
Royal Medic No.l Chinese Cs-4, La Gusto Slim Coffee, Melty Enzyme, Health
Proof Junior Milk CA+DHA PF and RM Broken Ganoderma Spore, which in
aggregate contributed to approximately HK$116.2 million or 51.0% of the Group’s
total revenue.

Proprietary brands health supplements

The Group’s revenue attributable to proprietary brands health supplements
decreased by approximately HK$42.1 million or 28.1% to HK$107.9 million for
the year ended 31 March 2016 (2015: HK$150.0 million). The decrease in revenue
was attributable to (i) different scheduling of one day special promotion events of
health supplements being held in the year ended 31 March 2016 as compared with
those held in the year ended 31 March 2015, and (ii) weak performance of the

retail sector in Hong Kong.

Private label brands health supplements

Revenue attributable to private label brands health supplements increased by
approximately HK$9.2 million or 21.5% to HK$52.0 million for the year ended 31
March 2016 (2015: HK$42.8 million). The increase in revenue attributable to
private label brands was primarily due to the expansion of the product range and
increase in the number of Health Proof special designated counters (“SDCs”),

which primarily sold health supplements.

Trading of health supplements

Revenue attributable to trading of health supplements decreased by approximately
HK$0.7 million to HK$1.0 million for the year ended 31 March 2016 (2015:
HK$1.7 million).

Proprietary brands beauty supplements and products

Revenue attributable to proprietary brands beauty supplements and products
decreased by approximately HK$1.7 million or 6.0% to HK$26.5 million for the
year ended 31 March 2016 (2015: HK$28.2 million). The decrease in revenue was
attributable to different scheduling of one day special promotion events of beauty
supplements and products being held in year ended 31 March 2016 as compared
with those held in the year ended 31 March 2015.

10 Annual Report 2015/2016 4= #t
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MANAGEMENT DISCUSSION AND ANALYSIS

Private label brands beauty supplements and products

Revenue attributable to private label brands beauty supplements and products
decreased by approximately HK$1.7 million or 63.0% to HK$1.0 million for the
year ended 31 March 2016 (2015: HK$2.7 million). The decrease was primarily
due to the fact that the Group focused resources on marketing the Health Proof
products, among the private label brands, which were primarily health

supplements.

Trading of beauty supplements and products

Revenue attributable to the trading of beauty supplements and products decreased
by approximately HK$83,000 to HK$50,000 for the year ended 31 March 2016
(2015: HK$133,000).

Revenue — Sales and distribution
The following table sets forth the breakdown of the Group’s revenue by
distribution channels for the two years ended 31 March 2016:

o BHL )G o i B0 AT

5% i B SE 17 s TR s
BEF-ARNE=ZA=Z+-HILEEARMHE

250 5 OB U AR B 491,700,000 # T &
1,000,000 5 76 ( — & — F4F : 2,700,000 % 7T) > I
1§ 63.0% o k> 2 FEIFHE 5 o A% 4B G IR
PR 2 BT 1 5% R M o R O o

Y S 8 T 0y
WEZE-ANEZH IR AR

T 5 A O B B Ui £ D 49 83,000 5 T &
50,000 # 7C (& —F4F 1 133,000 #E7C) ©

Wadik — B Mo 8
THRWIIBE T —ANEZ ] = — H IR
JBE §32 53 B A B 53 A% S LT 25 O ST

For the year ended 31 March
BREZHZ=Z+—HIESEE

2016 2015
B B
% of total % of total
HK$’000 revenue HK$’000 revenue
Tl B2 Ftie
T AL SR [Epiaie
Shelves in the Distribution A48 10 B B4R
Facilitator’s stores 116,071 61.1% 153,638 67.5%
SDCs located in the Distribution A SH A0 B S 1 4 A
Facilitator’s stores & e e 50,715 26.7% 50,652 22.2%
Other distribution channels (Note 1) HAb 85 EE (M —) 11,436 6.0% 10,016 4.4%
Hong Kong Brands and Products Expo i LB 10,132 5.3% 11,205 4.9%
Others (Note 2) Hoth (BfFsE—) 1,604 0.9% 2,166 1.0%
Total a5tk 189,958 100.0% 227,677 100.0%
Note 1: “Other distribution channels” includes a distribution facilitator in Taiwan and the PRC, the BRE— o [ S8 IR T A & 8 S B A B AR
Wisdom Club, wholesalers, and Royal Medic Chinese Medicine Clinics. R > AR S gE s v B gE Y -
Note 2: “Others” mainly includes service income generated by Royal Medic Chinese Medicine  BffeE— : [ JH Aty | d2 4045 i ) 22 4 op B oh 32 b7 2 IR i

Clinics.

A o

RM Group Holdings Limited &% 4 [l 4 Ji 45 B 43 7] 11



MANAGEMENT DISCUSSION AND ANALYSIS

o BELJE o B o0 AT

As at 31 March 2016, the Group had 17 (2015: 13) Royal Medic SDCs and 20
(2015: 15) Health Proof SDCs in the Distribution Facilitator’s stores in Hong
Kong.

Revenue — Geographical segments
The following table sets forth the breakdown of the Group’s revenue by geographic
segments for the two years ended 31 March 2016:

RTE-NEZAZt—H - REER
A A A A R A 17 (AR 13 ) 1
26 3 R 7 15 B AR K 208 (% — AR - 151|)
JRETL R 4 S LA

We sk — H i 230
TREFIRE T AEZA =+ HIEWEE
JEE 43 53T 6 43 A% S LSO 26 F 43 T

For the year ended 31 March
BE=A=+—HILERE

2016 2015
it S —F—hAF

% of total % of total

HK$’000 revenue HK$’000 revenue

i cties i ARl A7

T H THsT Hoal

Hong Kong B 178,936 94.2% 218,548 96.0%

The PRC et 10,559 5.6% 7,735 3.4%

Taiwan B 463 0.2% 1,394 0.6%

Total a5l 189,958 100.0% 227,677 100.0%
Cost of sales B A

The Group’s cost of sales primarily comprises of cost of raw materials and
packaging materials, labour costs related to production and/or packaging of the
Group’s products, write down of inventories, provision for goods return and

subcontracting or contract manufacturing costs.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Gross profit and gross profit margin EVIPSEVIES
The following table sets forth the breakdown of the Group’s gross profit and gross [ £#F# £ —F—NE=ZH=1+—H 1L W {H4E
profit margin by operating segments for the two years ended 31 March 2016: JIE 2 588 43 T ) 43 A AR ] B R K B R B 00 43 A

For the year ended 31 March
BEZA=Z4T—HIESE

2016 2015
TR N ZE AR
HK$’000 % HK$’000 %
T¥IT Bk THIT JER/ a4
Health supplements: PRAEEE &

Proprietary brands HUA 83,201 77.1% 117,354 78.2%
Private label brands EEL 44,559 85.7% 36,161 84.5%
Trading of goods HaEE 548 55.8% 1,244 74.4%
128,308 79.8% 154,759 79.6%

Beauty supplements and products: FEZEH b B
Proprietary brands B 17,225 65.1% 18,419 65.4%
Private label brands EP Y 69 7.0% 1,997 73.8%
Trading of goods [N 27 54.6% 76 57.1%
17,321 63.0% 20,492 66.1%
Others HoAth 1,373 85.6% 1,621 T74.8%
Total st 147,002 77.4% 176,872 77.7%

Gross profit for the year ended 31 March 2016 was approximately HK$147.0 BE R -ANFEZH =1 IEE - AEEN

million (2015: HK$176.9 million), representing a decrease of approximately 16.9% 1 A & F #7147,000,000% 7T ( — & — 1 4 :

over last year. The gross profit margin of the Group for the year ended 31 March 176,900,000 %5 7C) » [f] bt 25 4 B0 /5 49 16.9% - 4%

2016 was approximately 77.4% (2015: 77.7%), representing a decrease of £ & ANEZH=+— H A > AN

approximately 0.3% over last year. BRI TT4% (ZF—HAE  77.7%) > [ X
D #0318 7 73 B o

RM Group Holdings Limited £ %% 45 [ % 5 4 BR 2 7 13
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Other revenue and other net income

The Group’s other revenue and other net income decreased by approximately
HK$0.5 million to HK$0.2 million for the year ended 31 March 2016 (2015:
HK$0.7 million). The Group’s other revenue and other net income primarily
comprised of sales of packaging materials, exchange gain, bank interest income
and net loss on disposal of subsidiaries. Included in the Group’s other revenue and
other net income was other loss of approximately HK$0.9 million arising from the
disposal of two subsidiaries during the year ended 31 March 2016 (2015: Nil).

Selling and distribution expenses

The Group’s selling and distribution expenses principally consist of (i) advertising
and promotion expenses on advertisements through various channels including TV
media, printed media, outdoor advertising and digital media as well as engagement
of artistes as brand ambassadors to endorse the Group’s products; (ii) commission
paid to sales promoters; and (iii) exhibition expenses. The following table sets
forth the breakdown of the major items of the Group’s selling and distribution

expenses for the two years ended 31 March 2016:

Al Wi A B At N R
BEZ-ANEZHA =S —HIFEE > AEEN
oAt g g Ko FL At AT B D 49 500,000 95 6 F
200,000 #5 76 ( = F — FL4F : 700,000 70 ) AR
(o] LAt i i A LAt S A R AL B L)
A~ RESEIRA ~ SRATALE A B S A FF
17 o AR [ E A i 25 B ELAb Y A VR R A oAl
J&5 15 49 900,000 5 7T > WZ IR AN F — N FE =
J = 114 A L AR T [ B o A ) i s A (—
T—HAF ) o

S KAy BB 2

AR AR [ 8 8 S o B B S B AL () 1B AN (R
WA B - BRI - FANE S RE T
LA AT 5 00 B T R B S DA R T A BT
AR BE [ 7 0 B RETE SOR A 5 (i) B L A 4 i
K Gi) B e Y FRERIIEE —F—K
= H = H b A A A (B 5 R 43 4 B
SZAHT

For the year ended 31 March
BREZA=Z1T—HIL4E

2016 2015
e S —F—hAF

HK$°000 % HK$’000 %

T Fidli B 43 b Fisoc UREEE

Advertising and promotion expenses ‘& 3 5% #fi Ji B 57 22,765 56.5% 35,788 64.9%
Commission charges R 14,087 35.0% 15,283 27.7%
Exhibition expenses JESEr B 1,860 4.6 % 1,426 2.6%
Others HoAil 1,581 3.9% 2,639 4.8%
Total st 40,293 100.0% 55,136 100.0%

The Group’s selling and distribution expenses decreased by approximately
HK$14.8 million or 26.9% to HK$40.3 million for the year ended 31 March 2016
(2015: HK$55.1 million). It was primarily attributable to the drive for cost

effectiveness in managing marketing expenses in both Hong Kong and Taiwan.
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MANAGEMENT DISCUSSION AND ANALYSIS

Administrative expenses

The administrative expenses mainly consist of salaries and staff related costs for
administrative personnel (including the Directors), rent for SDCs, consultancy fees
and research and development costs. The following table sets forth a breakdown of
the major items of the Group’s administrative expenses for the two years ended 31
March 2016:

o BHL )G o i B0 AT

FTBLB

T X EEASEITEON B (GG ) 13 6 I
B TARBR A ~ 75l 6 7 B fH 4~ R 2 DA %
WA « PREFIEE —F—-ARE=A=1+—
I 1L ] 7 JEE AR A3 ) 2 S BB SCIE H 204

For the year ended 31 March
BRE=H=1T—HILFE

2016 2015
SN TE A
HK$°000 ) HK$’000 %
F¥HT FiAli B 43 b Fisoc RNER ga
Salaries e 29,748 32.5% 30,477 37.5%
Rent for SDCs I G R A7 L 4 25,504 27.8% 22,493 27.7%
Legal and professional fees PRI EE X 6,960 7.6% 4,777 5.9%
Directors’ emoluments FEH 4 5,121 5.6% 5,110 6.3%
Operating lease charges: minimum AT - R
lease payments ik 3,181 3.5% 1,480 1.8%
Depreciation res 2,551 2.8% 1,677 2.1%
Contributions to defined contribution 7 & it FCGR K FH#{IL3x
retirement plans and FHA B T AR F
other staff benefits 2,435 2.6 % 2,201 2.7%
Research and development costs WhEs A 2,131 2.3% 3,146 3.9%
Impairment loss on property, plant W3~ ik E R s R
and equipment 1,271 1.4% - -
Donation EEE 1,009 1.1% 47 0.1%
Others oAty 11,722 12.8% 9,764 12.0%
Total At 91,633 100.0% 81,172 100.0%

The Group’s administrative expenses increased by approximately HK$10.4 million
or 12.8% to HK$91.6 million for the years ended 31 March 2016 (2015: HK$81.2
million). It was primarily attributable to (i) the increase in rent for SDCs and
operating lease charges; (ii) the increase in legal and professional fees in relation to
the transfer of listing of the shares of the Company from GEM to the Main Board
of the Stock Exchange (“Transfer of Listing”) and connected transactions; (iii)
the increase in donation in relation to selecting a preferred stock code for the
Company at the Transfer of Listing; (iv) the increase in depreciation as result of
the acquisition of leasehold properties during the year; and (v) the impairment loss
on property, plant and equipment resulting from a reduction in the fair values of

properties held by the Group.

WE B —NIEZA P —HIREE - REEN
A7 BB 7 18 A 49 10,400,000 #5 7T 5 91,600,000 # 7T
(- F—HA4F : 81,200,000 70) > H1§12.8% » £
BRI ¢ ) FERITE e A A A 5 (i) i A A T
G285 i AT BRZA A SEAR AT AR b7 ([ R b
17 1) B B A8 Sy DA B A S B2 I BS 5 (i)
EN/NNEIE - Ol B RER: M E R AVE G DIIE
5 Q) A AR AR T i I AL ) 3 DA BT 8 B
Ko (v) B A SR R A I 9 26 10 N T D S B
W~ R G o
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Equity-settled share-based payments
During the year ended 31 March 2015, the Group recognised a total expense of
approximately HK$1.1 million (2016: Nil) in relation to the Share Options granted

by the Company to a consultant.

Profit before taxation
The Group’s profit before taxation decreased by approximately HK$25.2 million
to HK$14.7 million for the year ended 31 March 2016 (2015: HK$39.9 million).

Taxation

Taxation for the year ended 31 March 2016 was approximately HK$4.3 million
(2015: HK$8.4 million). The tax effects on (i) non-deductible expenses and (ii) tax
losses not recognised, have contributed to the extent of taxation incurred in the

year under review.

Profit for the year

As a result of the foregoing factors, the Group’s net profit decreased by
approximately HK$21.1 million to HK$10.4 million for the year ended 31 March
2016 (2015: HK$31.5 million).

Inventories

The inventories increased by approximately HK$4.2 million or 26.1% to HK$20.3
million as at 31 March 2016 (2015: HK$16.1 million). The Group’s total inventory
turnover days increased to 155 days for the year ended 31 March 2016 (2015: 121
days), which was primarily due to the Group increased its inventory level in
meeting market demand after taking into consideration of (i) delivery lead time of
materials; (ii) one day special promotion event taking place shortly after the year
end date; and (iii) processing time for activities to produce finished goods and take
them to a state ready for sale, such as, where applicable, lab safety testing,

encapsulation, bottling, packaging and so forth.
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MANAGEMENT DISCUSSION AND ANALYSIS

Trade and other receivables

Trade and other receivables decreased by approximately HK$14.0 million or
22.0% to HK$49.5 million as at 31 March 2016 (2015: HK$63.5 million). Of
which, trade receivables decreased by approximately HK$12.9 million or 27.0% to
HK$34.9 million as at 31 March 2016 (2015: HK$47.8 million). The Group’s total
receivable turnover days increased to 79 days for the year ended 31 March 2016
(2015: 52 days), which was primarily due to the Distribution Facilitator and the
distributor in the PRC taking longer to settle payment.

Trade and other payables

Trade and other payables decreased by approximately HK$3.0 million or 15.8% to
HK$16.0 million as at 31 March 2016 (2015: HK$19.0 million). Of which, trade
payables decreased by approximately HK$2.3 million or 38.3% to HK$3.7 million
as at 31 March 2016 (2015: HK$6.0 million). The Group’s total payable turnover
days increased to 42 days for the year ended 31 March 2016 (2015: 36 days).

Disclaimer

Save for Royal Medic No.l Chinese Cs-4, none of the Group’s products is
registered under the Pharmacy and Poison Ordinance (Chapter 138, the Laws of
Hong Kong) and the Chinese Medicine Ordinance. Any claim made by those
products has not been subject to evaluation for such registration. Those products

are not intended to diagnose, treat or prevent any disease.

FINANCIAL POSITION AND LIQUIDITY

As at 31 March 2016, cash and bank balances of the Group amounted to
approximately HK$102.1 million (2015: HK$109.0 million) and the current ratio
(current assets divided by current liabilities) of the Group was 3.2 times as at 31
March 2016 (2015: 6.6 times). The Group’s gearing ratio, representing total
borrowings divided by total equity, was approximately 20.6% as at 31 March 2016
(2015: 2.1%). The increase in gearing ratio was primarily due to increase in
mortgage bank loans for the Group’s property. In view of the Group’s current level
of cash and bank balances, funds generated internally from operations and the
unutilised banking facilities available, the Board is confident that the Group will
have sufficient resources to meet its financial needs for its operations. As at 31
March 2016, the Group has unutilised general banking facilities of approximately
HK$10.6 million (2015: HK$22.2 million).
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CAPITAL MANAGEMENT

The Group’s objectives in managing capital are to ensure that entities in the Group
will be able to continue as a going concern while maximising the return to the
owners through the optimisation of the debt and equity balance. The management
reviews the capital structure by considering the cost of capital and the risks
associated with each class of capital. In view of this, 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 as it sees fit and
appropriate. The Group also monitors capital on the basis of the net gearing ratio.
The Group’s overall strategy remained unchanged throughout the year under

review.

EMPLOYEE INFORMATION

As at 31 March 2016, the Group had 157 (2015: 172) employees. For the year
ended 31 March 2016, staff cost including directors’ remuneration was
approximately HK$54.3 million (2015: HK$56.2 million).

REMUNERATION POLICY

The Group’s Directors and senior management receive compensation in the form
of salaries, benefits in kind and discretionary bonuses with reference to salaries
paid by comparable companies, time commitment and the performance of the
Group. The Group also reimburses them for expenses, which are necessarily and
reasonably incurred for the provision of services to the Group or executing their
functions in relation to the operations of the Group. The Group regularly reviews
and determines the remuneration and compensation package of the Group’s
Directors and senior management, by reference to, among other things, market
level of salaries paid by comparable companies, the respective responsibilities of

the Group’s Directors and the performance of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

OUTLOOK

Marketing and promotion activities in Hong Kong

The Group will continue to drive turnover growth by placing strong emphasis on a
multifaceted marketing strategy through utilising various media and channels, such
as television commercials, printed media, digital media, outdoor advertising, in-
store promotion, the Wisdom Club and product road shows. The Group intends to

continue to run its advertising and promotion expenses at the current level.

The Group intends to expand its distribution network in Hong Kong by selling

products through other chain stores as well as establishing its own stores.

Collaboration with CUCAMed Company Limited

The continuing collaboration with CUCAMed Company Limited (“CUCAMed”),
a wholly owned subsidiary of the Chinese University of Hong Kong Foundation
Limited, not only enhances the product portfolio of the Group but also increases

the brand recognition of Royal Medic.

The Group will continue to develop and promote products under the brand
“LEGEND”.

The Group will continue to look for opportunities to collaborate with different
reputable universities to conduct researches for the purpose of developing of more

new health supplements.

Overseas markets
The contract of a brand ambassador in Taiwan expired in September 2015 and the
Group will continue to promote the Group’s products in Taiwan using the same

brand ambassadors as used in Hong Kong.

The Group will continue to sell its products in the stores of a major distribution
facilitator in Taiwan on a non-exclusive basis and without the use of promoters. At
the same time, the Group modified its marketing and distribution strategy by
launching more products in Taiwan through popular TV shopping media on a
regular basis. For the purpose of further development of the markets, the Group is

also looking for other new distributors in Taiwan.
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Besides the traditional drug stores, the Group is developing online ecommerce to
suit the new shopping behavior in Taiwan. Currently, the Group is working closely
with local digital business partners to establish online shops to capture new

business opportunities.

The Group has entered into a supplemental agreement with its existing sole-
distributor of certain products of the Group in the PRC revoking its sole-
distributorship status. The Group is also exploring opportunities in appointing new
distributors in the PRC to promote and sell certain of the Group’s products in the
PRC.

The Group commenced to apply for product registration with the Thailand Food
and Drug Administration for a key product. Also, in order to meet the distribution
criteria of certain Southeast Asian countries, the Group is in the process of

applying for HALAL certification.

MATERIAL ACQUISITIONS OR DISPOSALS

Save as disclosed in notes 26 and 27 to the audited consolidated financial
statements in this annual report, there was no other material acquisition and
disposal of subsidiaries, associated companies and joint ventures during the year
ended 31 March 2016.

CONTINGENT LIABILITIES
As at 31 March 2015 and 2016, the Group had no material contingent liabilities.

CAPITAL COMMITMENT

Save as disclosed in note 28 to the audited consolidated financial statements in this
annual report, the Group did not have significant capital commitment as at 31
March 2015 and 2016.

FOREIGN EXCHANGE EXPOSURE

Presently, the Group does not have a hedging policy with respect to the foreign
exchange exposure. The Group is exposed to currency risk primarily through sales
and purchases, which give rise to receivables and payables and cash balances that
are denominated in foreign currencies, other than the functional currency of the
operations to which the transactions relate. The currencies giving rise to this risk
are primarily United States dollars (“US$”) and Renminbi (“RMB”). Given that
the Hong Kong dollar is pegged to the US$, the impact of foreign exchange rate
fluctuation is insignificant. In view of the recent measures undertaken by the PRC
Government to devaluate the RMB, management will continue to manage and
monitor such currency exposure to ensure appropriate measures are implemented

in a timely and effective manner.
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MANAGEMENT DISCUSSION AND ANALYSIS

CHARGES ON ASSETS

As at 31 March 2016, the Group has secured bank loans and overdrafts of
approximately HK$36.9 million (2015: HK$3.7 million). The banking facilities are
secured by the Group’s land and buildings, having carrying amount of
approximately HK$44.6 million as at 31 March 2016 (2015: HK$5.9 million).

BUSINESS OBJECTIVES AND USE OF PROCEEDS

Comparison of Business Objectives with Actual Business Progress
An analysis comparing the business objectives as stated in the prospectus of the
Company dated 30 September 2013 (the “Prospectus”) with the Group’s actual

business progress for the period from 1 April 2015 onwards is set out below:

o BHL )G o i B0 AT

K& E

W oE-NEZH =+ —H > REERE AR
SRAT B3 M LK) £536,900,000 9 0 (—F— T
4F 13,700,000 % J0) o ZERATIE HRLE O B A
] ) R AR L KA > IR (B A =& — N
= H =1 — H 4 %5 44,600,000 00 ( —F — H
F 15,900,000 ¥ 9C) ©

S0 H B K P is sk A &
SRS H B BT SR F 1 LL
AN AR S ST = F R SR (R
SR ) 753 B I BB A4 I — % — 4P
AR B P R 0 LB ARSI

Business objectives for the period from 1 April

2015 onwards as stated in the Prospectus

Fo s ERRE TSI R — T E A — Hi
ST 1 B S5 H B

Actual business progress up to 31 March 2016

HECZR-AEZA=ZT—HEBEBER

Expansion of distribution network
Set up about 2—4 new SDCs

Employ more promoters

Wk 5814845
HEH 2 % 4 R4 2 R

W PS8 2 4 B

The Group continues to identify suitable stores of the Distribution Facilitator to
set up SDCs. 7 Health Proof SDCs and 4 Royal Medic SDCs were set up during
the year ended 31 March 2016. The Group had 37 SDCs including 17 Royal
Medic SDCs and 20 Health Proof SDCs as at 31 March 2016.

The Group continues to employ promoters and employed 91 promoters as at 31
March 2016 (As at 31 March 2015: 100).
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Business objectives for the period from 1 April
2015 onwards as stated in the Prospectus
(Continued)
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Actual business progress up to 31 March 2016

HEZF-NEEA=Z+— I EBEE TR

Collaboration with CUCAMed to develop products
Launch more new health supplements under the brand
of “LEGEND”

Engaging brand ambassadors to promote the products

Strengthen the Group’s branding and marketing

strategies through various media and channels
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The Group launched five health supplements under “LEGEND” as at 31 March
2016.

The contract of a brand ambassador to promote the products under “LEGEND”
expired in May 2016.

The Group continues to promote its products launched under “LEGEND”
through various media and channels, such as television commercials and printed

media in Hong Kong.

The Group collaborated with a university, conducted two scientific researches

for the purpose of the development of new health supplements.
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Business objectives for the period from 1 April
2015 onwards as stated in the Prospectus
(Continued)
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Actual business progress up to 31 March 2016

HESF-AFEZHAZ T HEEET TR

Expanding overseas markets

Engaging brand ambassadors in Taiwan

Recruiting more promoters and strengthen the Group’s
branding and marketing strategies through various

media and channels in Taiwan

Continue to explore the opportunities in other overseas

markets
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The contract of a brand ambassador in Taiwan expired in September 2015. The
Group began to promote the Group’s products in Taiwan using the same brand

ambassadors as used in Hong Kong.

The Group’s products continue to be sold in the stores of a major distribution
facilitator in Taiwan on a non-exclusive basis and without the use of promoters.
At the same time, the Group modified its marketing and distribution strategy by
launching more products in Taiwan through popular TV shopping media on a
regular basis. For the purpose of further development of the markets, the Group

is also looking for other new distributors in Taiwan.

The Group has entered into a supplemental agreement with its existing sole-
distributor of its certain products in the PRC in revoking its sole-distributorship
status. The Group is also exploring opportunities in appointing new distributor

in the PRC to promote and sell certain of its products in the PRC.

The Group commenced to apply for product registration with the Thailand Food
and Drug Administration for a key product. Also, in order to meet the
distribution criteria of certain Southeast Asian countries, the Group is in the

process of applying for HALAL certification.
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Business objectives for the period from 1 April | Actual business progress up to 31 March 2016
2015 onwards as stated in the Prospectus

(Continued)
BB mRRS AN — R HECZ-ANEZHA=ZT—HEBER LR
3 B R (40)

Enhancing the Group’s marketing and promotion
activities in Hong Kong
Engaging brand ambassadors in Hong Kong The Group continues the engagement of brand ambassadors to promote the

Group’s products in Hong Kong.

Strengthen the Group’s branding and marketing | The Group continues to promote its products through various media and
strategies through various media and channels in Hong | channels, such as television commercials and printed media, in Hong Kong.
Kong
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MANAGEMENT DISCUSSION AND ANALYSIS

The planned use of proceeds as stated in the Prospectus were based on the best
estimation of future market conditions and development made by the Group at the
time of preparing the Prospectus while the proceeds were applied in accordance
with the actual development of the market. During the period from 1 April 2015 to
31 March 2016, the net proceeds from issuance of new shares of the Company by

way of placing had been applied as follows:

o BHL )G o i B0 AT

i 5 R 0T 57 T A5 TR B S T A T R A AR 4 A
A e i R R SBER AATI D R R
t TR BRI A K AR R B T 3 R R
Moo M E—RAENH —HE - F—RN4EZH
=t Hak s AR E AT AR SR A
BTG SRR AR B M DL

Planned use of proceeds
as stated in the Prospectus Actual use of proceeds
T BEARA i B st 2 Frfa s R E R i
11 October

2013 to 1 April Total amount

1 April 2015 31 March 2015to utilised up to

Total onwards 2015 31 March 2016 31 March 2016

e St “ER-nE HE

TAt—HZE MA—HE RN

I S 2 “ER-niE ZE-rNE ZAE4-H

SRR R MA—HE  ZAE+-H  ZAE+-H HCHASH

HK$’000 HK$’000 HK$'000 HKS’000 HK$°000

T T TH#T T T

Expansion of distribution network NN 5,950 3,950 - 948 948
Collaboration with CUCAMed to PR R B

develop products 47,600 28,650 5,393 896 6,289

Expanding overseas markets HREIMIG 41,650 22,443 271 1,287 1,558
Enhancing the Group’s marketing and promotion 158 /% 55 [ 11 7 1 A9 17 357 48 e

activities in Hong Kong R G E 13,090 433 8,857 4233 13,09

General working capital —RSEES 10,710 3210 7500 3210 10,710

119,000 62,486 2,01 10,574 32,595

PRINCIPAL RISKS AND UNCERTAINTIES

Based on the Group’s risk management system, the Group has examined all of the
possible risks and uncertainties that might affect the Group and considered that the

most important risks and uncertainties would include:

Regulatory risks

The health supplement industry in Hong Kong generally believes that changes in
regulatory policies and laws in respect of the monitoring and control of food and
health supplement products which include Chinese medicinal ingredients may be
proposed and implemented by the authorities concerned in the coming years.
Significant effect may impact on the future development of health supplements as
well as the food industry. If the Group fails to keep up and comply with these

changes, such factors would affect the Group’s success.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The Group has closely monitored the regulatory changes, strengthened its
interpretation and analysis capability of regulatory policies and would adjust

strategies in advance to cope with the ever changing operating environment.

Prolonged economic downturn

The Group’s business is closely related to the economic conditions of Hong Kong.
Slowing economic growth or a recession may affect consumer preferences and
spending which in turn could have a material adverse effect on the Group’s

business, operational results and financial conditions.

In response to these challenges, the Group will actively implement effective cost
control measures, including reduction of administration costs, bargaining with
suppliers for a better pricing as well as establishing its own facilities to reduce
subcontracting costs. The Group will also continue to roll out more new products
and open up more distribution channels, and plan to further expand its business

outside Hong Kong.

Failure to introduce successful new products

Owing to the rapid changing nature of the health and beauty supplements products
markets in Hong Kong, if the Group fails to anticipate market trends and develop
new products to respond to such trends in a timely manner, it will adversely affect

its business in the long term.

In addition to the Group’s own product development and collaboration with
external research partners, such as with CUCAMed to promote and sell products
developed by CUCAMed under the brand “LEGEND”, the Group is also actively
looking for opportunities to collaborate with different reputable universities to
conduct researches for the purpose of developing new products. Besides researches,
the Group also will continue to place strong emphasis on a multifaceted market
strategy through utilising various media and channels to promote its brands and

products.
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BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Chan Yan Tak (“Mr. Chan”), aged 47, is the chairman of the Board and a
chief executive officer of the Company as well as a director of most subsidiaries of
the Company. Mr. Chan joined the Group in 2003 and was appointed as a director
of the Company (“Director”) on 5 December 2011. Mr. Chan is responsible for the
overall management and strategic development of the Group. Mr. Chan possesses
over 12 years of experience in the health food and pharmaceutical trading
businesses with extensive experience in product development, materials sourcing,
branding-building, advertising, marketing and retail networking. Mr. Chan has
acted as the honorary president of the Federation of Beauty Industry (H.K.). He has
been a member of the Association of Hong Kong and Kowloon Practitioners of
Chinese Medicine Limited since 2004 and was then appointed as the advisor of the
abovementioned association in 2008. Mr. Chan is currently a director of and holds
entirely interests in Able Island Group Limited (“Able Island”), the controlling
shareholder of the Company, details of which are disclosed in the Report of the
Director under this report. Mr. Chan is the spouse of Madam Tsang Pui Man, a
non-executive Director, and the brother-in-law of Mr. Lim Ming Shing, Tony, an
executive Director and the chief financial officer of the Group. Mr. Chan has
entered into a service agreement with the Company for three years till 10 October
2016 but is subject to retirement by rotation and re-election in the forthcoming
annual general meeting of the Company (“2016 AGM”) in accordance with the
provision of the Company’s Articles of Association (the “Articles of Association”)
and the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”).

Mr. Wong Mau Tai, aged 62, is an executive Director as well as a director of most
subsidiaries of the Company. Mr. Wong joined the Group in 2009 and was appointed
as a Director on 5 December 2011. Mr. Wong graduated from the Griffin College of
Washington in the United States of America with a bachelor degree in business
administration. He was the general manager of the Group from July 2009 to October
2011, mainly responsible for the production, packaging and logistic functions of the
Group. He possesses more than 19 years of working experience in various business
segments ranging from telecommunication, transportation and property development
industry. Mr. Wong has strong knowledge in the health food and pharmaceutical
trading business segment. Mr. Wong served as the manager of New World
Development Company Limited and New World China Land Limited and engaged as
the assistant to director and general manager of New World First Bus Services (China)
Limited. Mr. Wong has entered into a service agreement with the Company for three
years till 3 August 2017 but is subject to retirement by rotation and re-election in the
2016 AGM in accordance with the provision of the Articles of Association and the
Listing Rules.
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Mr. Lim Ming Shing, Tony, aged 55, is an executive Director, a member of the
remuneration committee of the Company and the chief financial officer of the
Group. Mr. Lim joined the Group as treasurer in August 2014 and was appointed
as executive Director on 1 January 2016. On 31 May 2016, he was appointed as
chief financial officer and he is primarily responsible for the overall accounting,
tax, finance and treasury functions of the Group. Mr. Lim has over 20 years of
experience in financial and management accounting. He was awarded a
professional diploma in management accountancy from the Hong Kong
Polytechnic University (previously known as Hong Kong Polytechnic) in 1985 and
he obtained his master degree in business administration from Heriot-Watt
University, United Kingdom in 1999. Mr. Lim is a member of the Hong Kong
Institute of Certified Public Accountants. He is also a member of the Association
of Chartered Certified Accountants and of the Chartered Institute of Management
Accountants. Mr. Lim is the brother-in-law of Mr. Chan Yan Tak, the chairman of
the Board, the chief executive officer of the Company and an executive Director.
Mr. Lim has entered into a service agreement with the Company for a term of three
years till 31 December 2018 but holds office until the conclusion of the 2016 AGM
and is eligible for re-appointment as Director in such general meeting in

accordance with the Articles of Association and the Listing Rules.
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BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

Mr. Lee Chi Hang, Sidney, aged 52, is an executive Director and compliance
officer of the Company. He joined the Group since July 2014 acting as a director
of a subsidiary of the Group and was appointed as an executive Director and the
compliance officer of the Company on 20 January 2016. Mr. Lee has been
primarily responsible for overseeing the corporate strategy and legal matters of the
Group. Mr. Lee was employed by the Group from 1 March 2013 to 1 November
2013, responsible for business development. Mr. Lee was a director of Wisdom
Come Medical Group Limited (“Wisdom Come”), a subsidiary of the Group from
2010 till 2012. Mr. Lee was also subscriber and nominee shareholder of Wisdom
Come and subscriber of Hong Kong and Macau Chinese Medicine Innovative
Institute Co., Ltd. (formerly named “M2C Natural Health Limited”), another
subsidiary of the Group, and transferred his shares in these two companies to the
Group on 1 November 2005 and 19 May 2006, respectively. Mr. Lee has been a
solicitor in practice in Hong Kong since August 2000. Mr. Lee graduated from The
Chinese University of Hong Kong with a bachelor degree in business
administration in 1986, and later also graduated from the Manchester Metropolitan
University in the United Kingdom with a bachelor degree in laws in 1999. After
obtaining the Postgraduate Certificate in Laws issued by University of Hong Kong,
he was admitted as a solicitor in Hong Kong in August 2000. Before practising as
a solicitor, Mr. Lee was employed with senior management positions in various
retail enterprises in Hong Kong. From 1995 till 1997 he was employed as a director
and deputy general manager of Chinese Arts & Crafts (H.K.) Limited, a retail
group of companies in Hong Kong. He is currently the sole proprietor of Sidney
Lee & Co., Solicitors, a law firm established in Hong Kong since July 2008, which
provided legal services to the Group till 19 January 2016. Mr. Lee has been an
elected member of the Central and Western District Council since 2006 with his
current term of office ending on 31 December 2019. Mr. Lee has been providing
voluntary services to the public on an ongoing basis and was appointed by the
government as a member of various advisory boards. Mr. Lee has entered into a
service agreement with the Company for a term of three years till 19 January 2019
but holds office until the conclusion of the 2016 AGM and is eligible for re-
appointment as Director in such general meeting in accordance with the Articles of

Association and the Listing Rules.
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Mr. Wong Ping Yiu, aged 53, is an executive Director. He joined the Company on
20 June 2016. He is primarily responsible for expanding the distribution network
of the Group in Hong Kong. Mr. Wong has extensive experience in strategic
marketing and property leasing. Prior to joining the Group, Mr. Wong was an
associate director at a property consultancy firm Kencon Property Consultants,
providing property acquisition planning and development advice to his clients. Mr.
Wong has been a Salesperson’s Licence holder duly issued by the Estate Agents
Authority of Hong Kong since 2013. Mr. Wong has entered into a service
agreement with the Company for a term of three years till 19 June 2019 but holds
office until the conclusion of the 2016 AGM and is eligible for re-appointment as
Director in such general meeting in accordance with the Articles of Association
and the Listing Rules.

NON-EXECUTIVE DIRECTOR

Madam Tsang Pui Man, aged 46, is a non-executive Director. Madam Tsang
was appointed as a Director on 5 December 2011. Madam Tsang has obtained a
diploma in management studies awarded jointly by the Hong Kong Polytechnic
University and the Hong Kong Management Association. Madam Tsang has
worked as the assistant manager of Sing Tao Club Limited. Madam Tsang is
responsible for assisting the Group in formulating strategies for human resource
functions and financial management. Madam Tsang is the spouse of Mr. Chan Yan
Tak, therefore, she is deemed as the controlling shareholder of the Company,
details of which are disclosed in the Report of the Director under this report.
Madam Tsang has entered into a service agreement with the Company for three
years till 3 August 2017 but is subject to retirement by rotation and re-election in
the annual general meeting of the Company in accordance with the provision of the

Articles of Association and the Listing Rules.
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BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE DIRECTORS

Professor Ng Ka Ming, aged 63, was appointed as an independent non-executive
Director on 24 September 2013. He is also a member of the audit committee, the
chairman of the nomination committee and the remuneration committee of the
Company. He obtained his bachelor degree in chemical engineering from the
University of Minnesota and the degree of doctor of philosophy from the
University of Houston in the United States of America. He is currently the chair
professor of chemical and biomolecular engineering department at the Hong Kong
University of Science and Technology (“HKUST”). He served as professor of
chemical engineering department of the University of Massachusetts, Amherst in
the United States of America. He joined HKUST and has been seconded to Nano
and Advanced Materials Institute Limited by HKUST and held the position of
chief executive officer. Professor Ng has held visiting positions at DuPont Central
Research and Development Experimental Station of E.L. du Pont de Nemours and
Company and the National University of Singapore. He has served as a corporate
science and technology advisor of Mitsubishi Chemical Corporation. Professor Ng
received the Excellence in Process Development Research Award from the
American Institute of Chemical Engineers in 2002 and subsequently elected as a
Fellow of American Institute of Chemical Engineers in 2003. Professor Ng has
entered into a service agreement with the Company for three years till 3 August
2018 but is subject to retirement by rotation and re-election in the annual general
meeting of the Company in accordance with the provision of the Articles of

Association and the Listing Rules.
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Mr. Cheng Kwok Kin, Paul, aged 64, was appointed as an independent non-
executive Director on 24 September 2013. He is currently the chairman of the audit
committee and a member of the remuneration committee and the nomination
committee of the Company. Mr. Cheng has over 30 years of experience in the
accounting and finance disciplines. Mr. Cheng joined Leach & Co., Chartered
Accountants, of London, United Kingdom in 1972, and qualified as a Chartered
Accountant in 1976. He became a partner of the firm in 1978 and retired from the
partnership in 1992. Mr. Cheng acted as a board director and deputy president of
Mitsubishi UFJ Securities (HK) Holdings, Limited, and held these positions until
his retirement in December 2012. Mr. Cheng is a Fellow of the Institute of
Chartered Accountants in England and Wales, a Fellow of the Hong Kong Institute
of Certified Public Accountants (“HKICPA”), and a member of the Audit
Profession Reform Working Group and the Professional Conduct Committee of the
HKICPA. Mr. Cheng also serves as an independent non-executive director of
Xinyi Solar Holdings Limited (stock code: 968) and Kin Yat Holdings Limited
(stock code: 638), both companies listed on the Stock Exchange. Mr. Cheng was
an independent non-executive director of Forterra Real Estate Pte. Ltd., which is a
trustee manager of Forterra Trust (“Forterra”), a registered business trust formerly
listed on the Singapore Exchange Securities Trading Limited (the “Singapore
Stock Exchange”). Forterra was delisted from the Singapore Stock Exchange on
13 February 2015 and deregistered under the Business Trusts Act (Cap. 31A) of
Singapore with effect from 31 August 2015, following the completion of a
mandatory cash offer for Forterra which commenced in November 2014 by its
largest unitholder, a member of the Nan Fung Group (“Nan Fung”), resulting in
Nan Fung holding all of the issued units of Forterra. Mr. Cheng resigned as an
independent non-executive director of Forterra Real Estate Pte Ltd. in October
2015. Mr. Cheng has entered into a service agreement with the Company for three
years till 3 August 2018 but is subject to retirement by rotation and re-election in
the annual general meeting of the Company in accordance with the provision of the

Articles of Association and the Listing Rules.
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Ms. Szeto Wai Ling, Virginia, aged 53, is an independent non-executive Director,
a member of audit committee, nomination committee and remuneration committee
of the Company. She joined the Company on 15 April 2016. Ms. Szeto is a
practising solicitor in Hong Kong and a solicitor of the Supreme Court of England
and Wales. She is currently the sole practitioner of Szeto Virginia & Co, Solicitors.
Ms. Szeto holds a Bachelor of Laws Degree from Oxford Brookes University and
a Master of Science Degree in Criminal Justice Policy from The London School of
Economics and Political Science. She is currently an executive director of Sino
Haijing Holdings Limited (stock code: 1106) from 19 March 2015 and an
independent non-executive director of Meike International Holdings Limited (stock
code: 0953) from 29 January 2016. She was a former independent non-executive
director of SMI Culture Group Holdings Limited (Former name: Qin Jia Yuan
Media Services Company Limited) (stock code: 2366) from 31 August 2012 to 1
September 2013. Ms. Szeto was also the Head of Legal Department of New World
Development Company Limited (stock code: 0017) from 20 March 1998 to 31 July
2002. Ms. Szeto has entered into a service agreement with the Company for a term
of three for a term of three years till 14 April 2019 but holds office until the
conclusion of the 2016 AGM and is eligible for re-appointment as Director in such
general meeting in accordance with the Articles of Association and the Listing

Rules.

SENIOR MANAGEMENT

Mr. Yan Tat Ming, aged 52, is the chief production officer of the Group. Mr. Yan
joined the Group in January 2012. He is primarily responsible for the production
and quality assurance functions of the Group. Mr. Yan has more than 14 years of
experience in the pharmaceutical industry. He is experienced in the areas of
production and quality assurance and familiar with production with GMP standard.
Mr. Yan obtained his bachelor’s degree in pharmacy from Robert Gordon Institute
of Technology, Aberdeen, United Kingdom in 1991. He is registered as a
pharmaceutical chemist and is a member of the Royal Pharmaceutical Society of
Great Britain since 1992. He is also admitted as a pharmacist in accordance to the
Pharmacy and Poisons Ordinance (Chapter 138, the Laws of Hong Kong) in 1992.
Mr. Yan was elected as the committee member and deputy secretary-general of the
Hong Kong Chinese Prepared Medicine Traders Association in 2004 and 2006,

respectively.
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Ms. Wong Chui Lan, aged 44, is the general manager of the Group. Ms. Wong is
responsible for sales department including the supervision of the sales promoter
team of the Group and also acts as the person-in-charge of the customer services
and member club functions of the Group. She joined the Group in 2004 as a senior
manager and was subsequently promoted to the deputy general manager in 2010,
sales controller in 2011 and general manager in 2016. Ms. Wong possesses more
than 10 years of working experience in the retail marketing specialising in selling

and distribution of PCM health supplements and beauty supplements and products.

Mr. Chui Pak Shing, aged 48, is the company secretary, an authorised
representative and the chief strategy officer of the Company. Mr. Chui joined the
Company in December 2015. Mr. Chui has over 20 years of working experience in
accounting and financial management, company secretarial work and served as
executive director and financial controller of several Hong Kong listed companies
in various industries, before joining the Company. Mr. Chui holds a Bachelor
Degree in Commerce from University of Wollongong, Australia and a Master
Degree in Business Administration from University of Portsmouth, the United
Kingdom. He is a fellow of CPA Australia and of the Hong Kong Institute of

Certified Public Accountants.

Ms Ko Yuen Man, Winnie, aged 45, was appointed as General Manager,
Marketing and Business Development of the Group since 2016 January. Ms Ko is
responsible for the overall marketing strategy and corporate brand management as
well as overseas commercial business development, Ms. Ko has over 16 years of
working experience in pharmaceutical, consumer healthcare and fast moving
customer goods of several Hong Kong, the PRC, The United States of America and
European corporate groups. Ms. Ko holds a bachelor of Hospitality & Catering

Management from the Hong Kong Polytechnic University.

Ms. Yuen Yee Han, Ady, aged 55, is the administration controller of the Group.
Ms. Yuen is responsible for the human resources management, administrative
function, products compliance and logistics aspects of the Group. Ms. Yuen joined
the Group in October 2011. Ms. Yuen possesses more than 22 years of working
experience in the retail and trading businesses specialising in the human resources,
administration, training and public relations and customer services aspects. She
holds a diploma on foreign trade awarded by the University of International

Business and Economics in Beijing, the PRC, in 1996.

COMPLIANCE OFFICER

Mr. Lee Chi Hang, Sidney, aged 52, is the compliance officer of the Company.
Please refer to the paragraph headed “Executive Directors” in this section for his
further details.
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REPORT OF THE DIRECTOR

The directors of the Company (the “Director(s)”) herein present their report and
the audited consolidated financial statements of the Company and its subsidiaries
(collectively, the “Group”) for the year ended 31 March 2016.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the business of formulation, marketing, sales
and distribution of health supplements and beauty supplements and products
mainly in Hong Kong, Taiwan and the PRC. There was no significant change in

nature of the Group’s principal activities during the year.

BUSINESS REVIEW AND PERFORMANCE

A fair review of the business of the Company and a discussion and analysis of the
Group’s performance during the year and the material factors underlying its results
and financial position are provided in the Chairman’s Statement from pages 6 to 7
and Management Discussion and Analysis from pages 8 to 26 in this Annual
Report. Particulars of important events affecting the Company that have occurred
since the end of the financial year ended 31 March 2016, if any, can also be found
in the abovementioned sections and the Notes to the consolidated financial
statements. The outlook of the Company’s business is discussed throughout this
Annual Report including the Chairman’s Statement from pages 6 to 26 of this

Annual Report.

TRANSFER OF LISTING FROM THE GROWTH
ENTERPRISE MARKET TO THE MAIN BOARD OF
THE STOCK EXCHANGE OF HONG KONG
LIMITED

The successful listing of the shares of the Company on the GEM of the Stock
Exchange on 11 October 2013 strengthened the Group’s financial position and
enabled the Group to implement its business objectives set out in the Prospectus
dated 30 September 2013.
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The Company submitted a formal application to the Stock Exchange on 6 July
2015 for the transfer of the listing of the shares of the Company from GEM to the
Main Board of the Stock Exchange pursuant to Chapter 9A of the Rules Governing
the Listing of Securities on the Stock Exchange (the “Transfer of Listing”). The
Transfer of Listing do not involve the issue of any new shares by the Company.
The Transfer of Listing is conditional upon, among other things, (a) the listing
committee of the board of directors of the Stock Exchange granting approval for
the listing of, and permission to deal in (i) 516,300,000 shares of the Company in
issue; (ii) any shares of the Company which may be issued upon exercise of the
outstanding share options which were granted under a share option scheme adopted
by the Company, which took effect on 11 October 2013 (the “Share Option
Scheme”); and (iii) any shares of the Company which may be issued in respect of
the additional share options which may be granted under the Share Option Scheme;
and (b) all other relevant consents required or in connection with the
implementation of the Transfer of Listing having been obtained, and the fulfillment
of all conditions which may be attached to such consents, if any. The above
conditions has been satisfied and the approval-in-principle of the Transfer of
Listing has been granted by the Stock Exchange on 5 November 2015. The last day
of dealings in the shares of the Company on GEM of the Stock Exchange (Stock
code: 8185) was Thursday, 19 November 2015. It was noted that dealings in the
shares on the Main Board of the Stock Exchange (Stock code: 932) commenced at
9:00 a.m. on Friday, 20 November 2015.

SUBSIDIARIES

Details of the Company’s principal subsidiaries as at 31 March 2016 are set out in

note 32 to the audited consolidated financial statements in this annual report.

PARTICULARS OF BANK LOANS AND OTHER
BORROWINGS

Particulars of bank loans and other borrowings of the Group as at 31 March 2016
are set out in note 21 to the audited consolidated financial statements in this annual

report.

RESULTS AND APPROPRIATIONS
For the year ended 31 March 2016, the profit, the results and the state of affairs of
the Group are set out in the audited consolidated financial statements in this annual

report on pages 72 to 163.
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REPORT OF THE DIRECTOR

FINAL DIVIDEND

The Board does not recommend the payment of a final dividend for the year ended
31 March 2016 (2015: HK2.5 cents).

CLOSURE OF REGISTER OF MEMBERS

For Attendance of 2016 AGM

The register of members of the Company will be closed from Monday, 8 August
2016 to Tuesday, 9 August 2016 (both dates inclusive), during which no transfer of
shares of the Company will be effected. In order to qualify for attendance of the
2016 AGM, all completed transfer forms accompanied by the relevant share
certificates of the Company must be lodged with the Company’s branch share
registrar, Tricor Investor Services Limited, at Level 22, Hopewell Centre, 183

Queen’s Road East, Hong Kong, not later than 4:30 p.m. on Friday, 5 August 2016.

FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the Group for the past 5
financial years is set out on page 164 of this annual report. This summary does not
form part of the audited consolidated financial statements of the Group in this

annual report.

PROPERTY., PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of the Group during the
year are set out in note 15 to the audited consolidated financial statements in this

annual report.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the share capital of the Company are set out in note 24 to

the audited consolidated financial statements in this annual report.

Details of Share Options (defined below) of the Company are set out under the
section headed “SHARE OPTION SCHEME”, “DIRECTORS’ INTERESTS IN
SHARES, UNDERLYING SHARES AND DEBENTURES?” to this report and in

note 30 to the audited consolidated financial statements in this annual report.
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PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries has purchased, redeemed or sold
any of the Company’s listed securities during the year ended 31 March 2016 (2015:
Nil).

EQUITY-LINKED AGREEMENT

No equity-linked agreement was entered into during the year, save for the Share
Options (defined below) which were outstanding under the section of “SHARE
OPTION SCHEME” in this report.

CHANGE IN DIRECTOR’S INFORMATION

The change in information of Director subsequent to the publication of the
2015/2016 interim report is set out below:

Mr. Cheng Kwok Kin, Paul, an independent non-executive Director, (i) was
admitted as a member of the Professional Conduct Committee of the Hong Kong
Institute of Certified Public Accountants and was no longer a member of the
Membership Committee of the Hong Kong Securities and Investment Institute; (ii)
resigned as an independent non-executive director of Forterra Real Estate Pte. Ltd.
in October 2015. Forterra Real Estate Pte. Ltd. is a trustee manager of Forterra
Trust (“Forterra”), a Singapore-based business trust that is formerly listed on the

Singapore Exchange Securities Trading Limited.

RESERVES

Details of movements in the reserves of the Group and the Company during the
year are set out in the audited consolidated statement of changes in equity on page
74 and note 34 to the audited consolidated financial statements in this annual

report, respectively.

DISTRIBUTABLE RESERVES

As at 31 March 2016, the Company’s reserves available for distribution to the
Shareholders, calculated in accordance with the provisions of Cayman Islands’
legislation, amounted to approximately HK$153.3 million (2015: HK$164.0

million).
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DIRECTORS

The Directors during the year and up to the date of this annual report were:

Executive Directors

Mr. Chan Yan Tak (Chairman and chief executive officer)
Mr. Wong Mau Tai

Mr. Lim Ming Shing, Tony (appointed on I January 2016)
Mr. Lee Chi Hang, Sidney (appointed on 20 January 2016)
Mr. Wong Ping Yiu (appointed on 20 June 2016)

Mr. Foo Chi Ming (resigned on 1 January 2016)

Non-executive Director
Madam Tsang Pui Man

Independent non-executive Directors

Professor Ng Ka Ming

Mr. Cheng Kwok Kin, Paul

Ms. Szeto Wai Ling, Virgina (appointed on 15 April 2016)
Mr. Wei Jianan (passed away on 2 February 2016)

The biographical details of the current Directors are set out on pages 27 to 34 of

this annual report.

DIRECTORS ROTATION

Messrs. Chan Yan Tak and Wong Mau Tai, all being executive Director, have
entered into service agreements with the Company for three years till 10 October
2016 and 3 August 2017, respectively, but is subject to retirement from the Board
at the 2016 AGM by rotation and then re-election in the same meeting in
accordance with article 84(1) of our Company’s Articles of Association (“Articles

of Association”) and the Listing Rules.

Messrs. Lim Ming Shing, Tony, Lee Chi Hang, Sidney and Wong Ping Yiu as
executive Director, and Ms. Szeto Wai Ling, Virginia, as independent non-
executive Director, who were appointed by the Board on 1 January 2016, 20
January 2016, 20 June 2016 and 15 April 2016 respectively and have entered into
service agreements with the Company for three years, shall retire from the Board
of the Company at the 2016 AGM and then they shall be eligible for appointment
as the Director by the Shareholders in the same meeting in accordance with the
article 83(3) of the Articles of Association and the Listing Rules.
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The Company has received written annual confirmations of independence from
two independent non-executive Directors, Professor Ng Ka Ming and Mr. Cheng
Kwok Kin, Paul and a written confirmation of independence from independent
non-executive Director, Ms. Szeto Wing Ling, Virginia, respectively pursuant to
the Listing Rules. The Board and the nomination committee of the Company
considered all the independent non-executive Directors to be independent pursuant
to Rule 3.13 of the Listing Rules.

DIRECTORS’ AND SENIOR MANAGEMENT"’S
REMUNERATION AND FIVE INDIVIDUALS WITH
THE HIGHEST EMOLUMENT

Details of the emoluments of the Directors and the five individuals with the highest
emoluments disclosed on a named basis and/or by band respectively, are set out in
note 9 and note 10 to the audited consolidated financial statements in this annual

report, respectively.

Details of the remuneration of the senior management disclosed by band are set out
under paragraph headed “Remuneration Committee” under section headed “Board

Committees” in Corporate Governance Report in this annual report.

DIRECTORS’ SERVICE AGREEMENT

The Company has entered into service agreements with each of the executive
Director, non-executive Director and independent non-executive Director for a
term of three years, respectively. Their terms of office are also subject to retirement
by rotation and re-election at the annual general meeting of the Company in

accordance with the Articles of Association and the Listing Rules.

No Director being proposed for re-election at the 2016 AGM has a service contract
with the Company which is not determinable by the Group within one year without

payment of compensation, other than statutory compensation.

MANAGEMENT CONTRACT

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

the year.

SHARE OPTION SCHEME

Particulars of share options of the Company (the “Share Option”) and details of
movements in the Share Options during the year are set out in note 30 to the

audited consolidated financial statements in this annual report.
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 March 2016, the interests of the Directors in the shares, underlying shares
and debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFO”)) which (i)
are required to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which they are taken or deemed to have under such provisions of the SFO); or (ii)
were recorded in the register required to be kept under Section 352 of the SFO; or
(iii) were required to be notified to the Company and the Stock Exchange pursuant
Model Code for Securities Transactions by Directors of Listed Issuers (the “Model

Code”) as set out in Appendix 10 of the Listing Rules were as follows:

Long positions in the shares of the Company
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B 1) 55 XV 38 (OB ~ A B B R
b BT () AR B BB XV 5 7 T8
43 AR B 7 28 ) BB T A (695 0% AR
Y8 25 T D0 7 B 06 S 1 5 B A
F M 2 B R AT i) AR A 2 00 B0 0 5
352 WZRB L MR 0 8 A MRS - R Gi)
HUBR 0 32 7 L TR BB 7 2 € L T 347 A
AT R 2550 5% B < ) (RSP L)
S 7 RIS TR LT

AR W) ey Z 55 5
Approximate
Number of percentage of
underlying interest in the
shares held Company’s
Number of shares under equity issued
B derivatives’® share capital*
R BA MARAT
Personal Family  Corporate A TR DBITRA
Names of Director interests interests Interests  FFA A Total WA
HRIEH AR FuEER  AWHER RHEAS A RERSE AL
Mr. Chan Yan Tak (“Mr. Chan”) Wi RS (TR SeA: ]) - ~ 359,700,000 500,000 360,200,000 69.77%
Mr. Wong Mau Tai R - - - 5,000,000 5,000,000 0.97%
Madam Tsang Pui Man (“Madam Tsang”) EL+ ((E4%t]) ~359,700,000" - 500,000¢ 360,200,000 69.77%
Professor Ng Ka Ming REABR - - - 500,000 500,000 0.10%
Mr. Cheng Kwok Kin, Paul W Rz e - - - 500,000 500,000 0.10%
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Notes:

(1) Madam Tsang is the spouse of Mr. Chan, who owns the entire issued share capital of Able
Island Group Limited (“Able Island”). Accordingly, Madam Tsang is deemed to be
interested in the 359,700,000 shares of the Company held by Able Island by virtue of the
SFO. Mr. Chan is also a director of Able Island.

2) Mr. Chan owns the entire issued share capital of Able Island. Accordingly, Mr. Chan is
deemed to be interested in the 359,700,000 shares of the Company held by Able Island by
virtue of the SFO. Mr. Chan is also a director of Able Island.

3) This represents interests in Share Options held by the relevant Directors as a beneficial
owner to subscribe for the relevant underlying shares granted by the Company under the
Share Option Scheme (defined below), details of which is set out in note 30 to the audited
consolidated financial statements in this annual report.

“) This represents interests in Share Options held by Mr. Chan as beneficial owner to subscribe
for the underlying shares granted by the Company under the Share Option Scheme (defined
below). Madam Tsang is the spouse of Mr. Chan and is deemed to be interested that Share
Option held by Mr. Chan by virtue of SFO.

* The percentage has been adjusted, if any, based on the total number of shares of the
Company in issue as at 31 March 2016 (i.e. 516,300,000 shares).

Save as disclosed above, as at 31 March 2016, none of the Directors or the chief
executive of the Company had any interest or short positions in any shares,
underlying shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which (i) are required to
be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests or short positions which they are taken
or deemed to have under such provisions of the SFO); or (ii) were recorded in the
register required to be kept under Section 352 of the SFO; or (iii) were required to

be notified to the Company and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND
DEBENTURES

As at 31 March 2016, the number of outstanding Option Shares granted by the
Company under the share option scheme adopted on 24 September 2013 (“Share
Option Scheme”) for the Directors to subscribe the shares of the Company, as
recorded in the register required to be kept under section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant to the Model
Code is set out in the note 30 to the audited consolidated financial statements in

this annual report.
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Save as disclosed herein, at no time during the year ended 31 March 2016 was the
Company, its subsidiaries, its fellow subsidiaries or its holding companies a party
to any arrangement to enable the Directors to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other body

corporate.

SUBSTANTIAL SHAREHOLDER’S INTERESTS

As at 31 March 2016, according to the register of interests kept by the Company
under section 336 of the SFO, the interest of the persons, other than the Directors
or the chief executive of the Company, in the shares and underlying shares of the
Company which were notified to the Company and the Stock Exchange pursuant to
Divisions 2 and 3 of Part XV of the SFO and entered in the register maintained by
the Company pursuant to Section 336 of the SFO, or otherwise notified to the

Company were as follows:

Long positions in shares of the Company
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T3 4330 O 5018 AR A\ J A8 JIr DA BARYE 75 5 K
1B A% 191 565 336 M we Bk A28 R T A A7 B R A
WEHGARAR R T ¢

Approximate
percentage of
interest in the

Company’s

issued capital”

Number of AT

Name of Shareholder Capacity Nature of interest shares T A Y

SR A7 4y HE £ PR BT B E MEARERR E L

Able Island Mote) (Hfit) Corporate Beneficial owner 359,700,000 69.67%
N HisHEA N

Note: The entire issued share capital of Able Island is beneficially owned by Mr. Chan.

* The percentage has been adjusted, if any, based on the total number of shares of the
Company in issue as at 31 March 2016 (i.e. 516,300,000 shares).

Save as disclosed above, as at 31 March 2016, the Company had not been notified
by any persons (other than the Directors or the chief executive of the Company)
who had interests or short positions in the shares or underlying shares of the
Company which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under Section 336 of the SFO.
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COMPETING INTEREST

For the year ended 31 March 2016, the Directors were not aware of any business or
interest of the Directors, the controlling shareholder, the management shareholder
and their respective close associates that compete or may compete with the
business of the Group and any other conflict of interest which any such person has

or may have with the Group.

PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the
knowledge of the Directors, as at the date of this annual report, there is sufficient
public float of not less than 25% of the Company’s issued shares as required under
the Listing Rules.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of Association
and the Companies Law (2012 Revision) of the Cayman Islands, which would
oblige the Company to offer new shares of the Company on a pro-rata basis to the

existing Shareholders.

USE OF NET PROCEEDS FROM PLACING

The net proceeds from the Company’s issue of new shares at the time of its listing
on the GEM of the Stock Exchange on 11 October 2013, after deduction of related
issuance expenses, amounted to approximately HK$119.0 million of which
approximately HK$32.6 million was used in accordance with the proposed
applications set out in the prospectus issued by the Company on 30 September
2013 (the “Prospectus”). The Directors believe that the remaining net proceeds

will be used according to the intended usages as set out in the Prospectus.

MAJOR CUSTOMERS AND SUPPLIERS
For the year ended 31 March 2016, the aggregate sales attributable to the Group’s

five largest customers accounted for approximately 67.0% (2015: 72.0%) of the
total sales and the aggregate sales attributable to the largest customer included

therein accounted for approximately 61.1% (2015: 67.5%) of the total sales.

For the year ended 31 March 2016 the aggregate purchases attributable to the
Group’s five largest suppliers accounted for approximately 51.6% (2015: 47.0%)
of the total purchases and the aggregate purchases attributable to the largest
supplier, included therein accounted for approximately 24.7% (2015: 16.1%) of the

total purchases.

As far as the Directors are aware, neither the Directors, their close associates, nor
those Shareholders (which, to the best knowledge of the Directors, own more than
5% of the Company’s issued share capital) had any beneficial interest in any of the

Group’s five largest customers or suppliers.
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in note 29 to the audited consolidated financial statements in this
annual report and under the section headed “CONNECTED TRANSACTION” in
this report, no Director had a material interest, either directly or indirectly, in any
transactions, arrangements or contract of significance to the business of the Group

to which the Company, or any of its subsidiaries was a party during the year.

CONTRACT OF SIGNIFICANCE

Save as disclosed in note 29 to the audited consolidated financial statements in this
annual report, there is no contract of significance between the Company or any of
its subsidiaries, and the controlling shareholder or any of its subsidiaries as at 31
March 2016.

DONATIONS

During the year, the Group made charitable donations amounting to approximately
HK$1,009,000.

INTERESTS OF THE COMPLIANCE ADVISERS

As notified by WAG Worldsec Corporate Finance Limited (“WAG”), the
Company’s compliance adviser, neither WAG nor its directors or employees or
associates had any interest in the share capital of the Company or any member of
the Group (including options or rights to subscribe for such securities) as at 31
March 2016.

Pursuant to the agreement dated 9 October 2013 entered into between WAG and
the Company, WAG received and will receive fees for acting as the Company’s

compliance adviser.

COMPLIANCE WITH LAWS AND REGULATIONS

Compliance procedures are in place to ensure adherence to applicable laws, rules
and regulations in particular, those have significant impact on the Group. The
Board review and monitor the Group’s policies and practices on compliance with
legal and regulatory requirements in a regular basis. Any changes in the applicable
laws, rules and regulations are brought to the attention of relevant employees and

relevant operation units from time to time.

During the financial year ended 31 March 2016, to the best of the Company’s
knowledge, the Company has complied with the requirements under the Listing
Rules, the SFO and Companies Law (2012 Revision) of the Cayman Islands.
Details of the Company’s compliance with the code provisions set out in the
Corporate Governance Code and Corporate Governance Report contained in the
Listing Rules are provided in the Corporate Governance Report from pages 48 to

69 of this annual report.
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CONNECTED TRANSACTIONS

On 23 June 2015 (after trading hours), Mr. Chan, Yan Tak (“Mr. Chan” as the
vendor) and Rich Sunny Investment Limited (“Rich Sunny” as the purchaser), an
indirect wholly-owned subsidiary of the Company, entered into the sale and
purchase agreement, pursuant to which Mr. Chan has conditionally agreed to sell
and Rich Sunny has conditionally agreed to purchase the one (1) ordinary issued
share capital of Royal Richly (Hong Kong) Limited (“Royal Richly”), representing
the entire issued share capital of Royal Richly, and the shareholder’s loan owned
by Royal Richly to Mr. Chan at the consideration of HK$19,410,000 payable in
cash (the “Acquisition”). Mr. Chan, being the chairman and an executive Director
of the Company, is interested in 359,700,000 shares of the Company, representing
approximately 69.67% of the total issued share capital of the Company. Therefore,
Mr. Chan is a connected person of the Company. Details of the Acquisition were
disclosed in the Company’s announcement dated 23 June 2015 and the Company’s
circular dated 30 July 2015. The Acquisition constituted a connected transaction
under Chapter 14A of the Listing Rules, pursuant to which independent
Shareholders’ approval was obtained in the extraordinary general meeting of the
Company held on 14 August 2015. Completion of the Acquisition was taken place
in on 11 September 2015. The Group intends to occupy the property held by Royal
Richly as the Group’s headquarters office premises and/or warehouse. The Board
considers that the purchase of Royal Richly which holds the property would enable
the Group to reduce a potential rental expenses in the future and would strengthen
the asset and/or income base of the Group and provide capital appreciation to the
Group. The Group has complied with all the disclosure requirements in accordance

with Chapter 14A of the Exchange Listing Rules.

RELATED PARTY TRANSACTIONS

Details of the related party transactions of the Group are set out in note 29 to the

audited consolidated financial statements in this annual report.

PERMITTED INDEMNITY PROVISION

Pursuant to the Articles of Association, the Directors shall be indemnified against
all losses and liabilities which they may incur in connection with their duties. The
Company has arranged appropriate directors’ and officers’ liability insurance

coverage for the directors and officers of the Group.
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STAFF
As at 31 March 2016, the Group had approximately 157 employees. Salaries of

employee are maintained at competitive levels and are fixed on a discretionary
basis. Other employee benefits include provident fund, insurance, medical cover,
subsidised educational and training programmes as well as the Share Option

Scheme.

PENSION SCHEMES

The pension schemes of the Group are primary in form of contributions to Hong
Kong’s Mandatory Provident Fund and the PRC statutory public welfare fund
respectively. Details of which are set out in note 14 to the audited consolidated

financial statement in this annual report.

EVENTS AFTER THE REPORTING PERIOD

As at the date of this annual report, the Group did not have any significant event

after the reporting period.

AUDITOR
The consolidated financial statements have been audited by Messrs. CCIF CPA
Limited (“CCIF”) who shall retire at the 2016 AGM of the Company. A resolution
will be proposed at the 2016 AGM of the Company to re-appoint CCIF as auditor
of the Company.

On behalf of the Board
RM Group Holdings Limited

Chan Yan Yak
Chairman
Hong Kong, 29 June 2016
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CORPORATE GOVERNANCE PRACTICES

The Company recognises the importance of good corporate governance to the
Company’s growth and has devoted considerable efforts to identifying and
formulating corporate governance practices appropriate to the Company’s needs.
The Company has adopted the code provisions set out in the Corporate Governance
Code (amended from time to time, the “Code”) contained in the Appendix 15 of
the Growth Enterprise Market of Rules Governing the Listing of Securities
(“Listing Rules”) on The Stock Exchange of Hong Kong Limited (“Stock
Exchange”) and the Appendix 14 of the Listing Rules on the Stock Exchange,
respectively. Throughout the year ended 31 March 2016, the Company has
complied with the Code provisions as set out in the Code under the Appendix 15 of
the GEM Listing Rules from 1 April 2015 to 19 November 2015 and the Appendix
14 of the Listing Rule from 20 November 2015 to 31 March 2016 except the
deviation from the Code provision A.2.1 of the Appendix 15 of the GEM Listing
Rules and the Appendix 14 of the Listing Rule, which stipulate that the roles of
chairman of the board of directors (“Board”) of the Company and chief executive
officer of the Company should be separated. Detail of the deviation is elaborated

below under the paragraph headed “Chairman and Chief Executive Officer”.

The Company has complied with the memorandum of association and articles of
association of the Company, the Companies Law (2012 Revision) of the Cayman
Islands and the other applicable laws of the Cayman Islands and the Listing Rules

as well as other law applicable to the Company.

The Board has conducted an annual review of its corporate governance duties in
accordance with the Code, and considered that the Company’s (i) policies and
practices on corporate governance; (ii) approach to the continuous professional
development of directors of the Company (“Directors”) and senior management of
the Company; (iii) policies and practices on compliance with legal and regulatory
requirements; and (iv) the compliance with the Code and disclosure in the
Corporate Governance Report, are adequate and appropriate for the Company in
light of its current corporate strategy. The Company did and will review of its
corporate governance duties in light of the changing legal and regulatory

requirements as well as the Code from time to time.
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THE BOARD

Board Composition

The Board currently comprises nine (9) Directors, all with professional
backgrounds and/or extensive expertise for the direction and oversight of the
Group’s strategic priorities and public responsibilities. The current composition of

the Board comprises the following Directors:

Executive Directors:

Mr. Chan Yan Tak (Chairman and chief executive officer)
Mr. Wong Mau Tai

Mr. Lim Ming Shing, Tony (Appointed on 1 January 2016)
Mr. Lee Chi Hang, Sidney (Appointed on 20 January 2016)
Mr. Wong Ping Yiu (Appointed on 20 June 2016)

Non-executive Director:
Madam Tsang Pui Man

Independent Non-executive Directors:

Professor Ng Ka Ming

Mr. Cheng Kwok Kin, Paul

Ms. Szeto Wai Ling, Virgina (Appointed on 15 April 2016)

The composition, experiences, balance of skills, qualifications and diversity on the
Board are regularly reviewed by nomination committee of the Company to ensure
that the Board retains a core of members with longstanding and deep knowledge of
the Group alongside new Directors who bring fresh perspectives and diverse
experiences to the Board. The process for the nomination of Directors is led by the

nomination committee of the Company.

The biographical details of all the current Directors are set out under the section
headed “Biographical Details of Directors and Senior Management” in this annual
report. A list of Directors identifying their roles, functions and titles is available on

the websites of the Stock Exchange and the Company (www.royalmedic.com.hk).

Save as Mr. Chan Yan Tak, the chairman of the Board, is (1) the spouse of Madam
Tsang Pui Man, a non-executive Director; and (2) the brother-in-law of Mr. Lim
Ming Shing, Tony, an executive Director, together with other information disclosed
in Report of Directors in this annual report, if any, there is no financial, business,

family or other material and/or relevant relationship between the Board members.
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The Board complied with the requirements of the Listing Rules relating to (i) 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; (ii) independent non-executive Director
representing at least one-third of the Board; and (iii) audit committee should has at
least three independent non-executive Directors, save for the period from 2
February 2016 to 14 April 2016, the Company failed to meet the above three
requirement after Mr. Wei Jianan, being independent non-executive Director,
member of the audit committee and chairman of each of the remuneration
committee and nomination committee of the Company, passed away on 2 February
2016. On 15 April 2016, after Ms. Szeto Wai Ling, Virginia was appointed as an
independent non-executive director and member of each audit committee,
remuneration committee and nomination committee of the Company, to replace

Mr. Wei Jianan, the above non-compliance have remedied accordingly.

Directors’ Appointment and Re-election

Pursuant to the Company’s articles of association, one third of the Directors for the
time being shall retire from the Board by rotation and each Director shall be
subject to retirement at annual general meetings of the Company at least once
every three year under the Listing Rules. The Directors to retire in every year shall
be those who have been the longest in office since their last re-elections in the
annual general meeting of the Company. Any Director appointed to fill a casual
vacancy is subject to re-election at the first general meeting of the Company after

his/her appointment by the Board.

Messrs. Chan Yan Tak and Wong Mau Tai, executive Directors, have been the
longest in office among the Directors since their last appointment and/or re-
election, they are subject to retirement by rotation at the annual general meeting of
the Company to be held on 9 August 2016 (“2016 AGM”) in accordance with the
articles of association of the Company. Messrs. Lim Ming Shing, Tony, Lee Chi
Hang, Sidney and Wong Ping Yiu as executive Directors and Ms. Szeto Wai Ling,
Virginia as independent non-executive Director, who were appointed by the Board
on 1 January 2016, 20 January 2016, 20 June 2016 and 15 April 2016, respectively,
shall retire from Board in accordance with article 83(3) of articles of association of
the Company at the 2016 AGM. All of the retiring Directors, being eligible, offer
themselves for re-election in the 2016 AGM.

For independent non-executive Director who has served the Company for more
than nine years, his further appointment will be subject to a separate resolution to
be approved by the shareholders of the Company (the “Shareholders™) at the
annual general meeting and the papers to the Shareholders accompanying that
resolution will include the reasons why the Board believes he/she is still

independent and should be re-elected.
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Service Agreement with the Company

The Company has entered into service agreements with each of the executive
Directors and non-executive Director for a term of three years, respectively. Their
terms of office are also subject to retirement by rotation and re-election at an
annual general meeting of the Company at least once every three years in

accordance with the articles of association of the Company and the Listing Rules.

Directors’ Responsibilities and Delegation

The overall management of the Company’s business is vested in the Board. The
Board has delegated the day-to-day management, administration and operation of
the Company’s business to the senior management of the Company and the
delegated functions and work tasks have been formalised and periodically reviewed
by the Board. Approval has to be obtained from the Board prior to any significant
transactions, arrangements and/or contracts entered into by the senior management
of the Company. The Board focuses its attention on matters affecting the
Company’s overall strategic policies, corporate governance, finances and
Shareholders, including financial statements, dividend policy, significant changes
in accounting policy, annual operating budget, certain material contracts, strategies
for future growth, major financing arrangements and major investments, corporate
governance functions, risk management system, treasury policies and fare
structures. The Board has the full support of its senior management to discharge its

responsibilities.

Chairman and Chief Executive Officer

Code provision A.2.1 stipulates that the roles of chairman of the Board and chief
executive officer should be separate and should not be performed by the same
individual. Mr. Chan Yan Tak is the chairman of the Board and the chief executive

officer of the Company.

Mr. Chan currently provides leadership to the Board in terms of establishing
policies, strategies, business directions and development and ensures that the Board

discharges its responsibilities.

Mr. Chan has been responsible for the overall management and strategic
development of the Group since 2005. He is also responsible for formulating,
approving, organising and implementing the Group’s strategy. His expert
knowledges in the areas of development and retail marketing of health and beauty
supplement products has assisted the Group to grow substantially during the past
ten years. The Board therefore agreed that it is beneficial to and in the best interest
of the Company and the Shareholders as the whole for Mr. Chan to continue with

his roles as the chairman of the Board and chief executive officer of the Company.
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Independent Non-executive Directors

The independent non-executive Directors take an active role in Board meetings and
committees of the Board, contribute to the development of strategies and policies
and make sound judgement in various aspects. They take lead when potential
conflicts of interest arise. Independent board committee of the Company
comprising all independent non-executive Directors has formed and will be formed
to advise the independent Shareholders on those connected transactions to be
approved by the independent Shareholders at the extraordinary general meeting of
the Company. The independent non-executive Directors are also members of
various Board Committees and devote sufficient amount of time and attention to

the affairs of the Company.

Directors’ Induction and Development

The Company provides a comprehensive, formal and tailored induction programme
for newly appointed Directors to enhance their knowledge and understanding of
the key areas of business operations and practices of the Group as well as the
general and specific responsibilities and duties of Directors under the Company’s
articles and association, the Companies Ordinance, the Listing Rules and relevant

applicable regulatory requirements in Cayman Islands and Hong Kong.

An induction programme covering the roles of a Director from group structure,
Board procedures, business management and operation of the Company, the
Listing Rules, the Securities and Futures Ordinance, as well as the essence of
corporate governance and the trends in these areas, were therefore arranged for
Messrs. Lim Ming Shing, Tony, Lee Chi Hang, Sidney and Wong Ping Yiu as
executive Director and Ms. Szeto Wai Ling, Virginia as independent non-executive
Director respectively, when they joined the Board in January, April and June 2016,

respectively.

Every Board member receives the regulatory information and corporate
background information upon joining the Board, which contains, among others, an
overview of Directors’ responsibilities, the guidelines on conduct and information
on other key corporate governance issues. The information be reviewed and

updated regularly.

Continuous professional development and training of Directors is an ongoing
process to ensure the continued enhancement of their skills and knowledge. The
company secretary regularly circulates details of training courses (including those
on roles, functions and duties of listed company directors, economic,
environmental and social topics) to the executive Directors: Mr. Chan Yan Tak,
Mr. Wong Mau Tai, Mr. Lim Ming Shing, Tony, Mr. Lee Chi Hang, Sidney and
Mr. Wong Ping Yiu; the non-executive Director: Madam Tsang Pui Man; and the
independent non-executive Directors: Prof. Ng Ka Ming, Mr. Cheng Kwok Kin,
Paul and Ms. Szeto Wai Ling, Virginia as well as the past Directors, Mr. Foo Chi
Ming and Mr. Wei Jianan. All Directors are encouraged to attend relevant training

courses provided by external bodies at the Company’s expense.
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All Directors are required to provide the Company with their training records on an
annual basis, and such records are maintained by the company secretary of the
Company for regular review by the nomination committee of the Company. The
training records of the Directors were reviewed by the nomination committee of

the Company in June 2016.

Board and Board Committees Proceedings

The Directors attend quarterly Board meetings in person and all Directors have full
and timely access to relevant information of the Company and may take
independent professional advice at the Company’s expense, if necessary, in

accordance with the approved procedures.

Notice to regular Board meeting is served to all Directors at least 14 days before
the meeting. For other Board and committees of the Board (“Board

Committee(s)”’) meetings, reasonable notice is generally given.

The draft agenda for regular Board and Board Committees meetings is prepared by
the company secretary and approved by the chairman of the Board and Board
Committees. Directors are advised to inform the chairman of the Board and Board
Committees or the company secretary not less than one week before the relevant
Board and Board Committees meeting if they wish to include a matter in the
agenda of the meeting. The agenda together with Board and Board Committees
papers are sent at least three days before the intended date of the Board and Board
Committees meeting. To facilitate the decision-making process, the Directors are
free to have access to the management for enquiries and to obtain further
information and have unrestricted access to the advice and services of the company

secretary when required.

The Chairman has encouraged all Directors to make full and active contributions to
the Board’s affairs and takes the lead to ensure that the Board acts in the best
interest of the Company and the Shareholder as a whole. He has promoted a culture
of openness and debate by facilitating the effective contribution of independent
non-executive Directors and ensuring constructive relations between executive
Directors and independent non-executive Directors. Accordingly, the Board
operates in a functional manner with clearly defined objectives, strategies and

responsibilities.

All Directors are required to comply with their duty to act in the best interests of
the Company and have particular regard to the interest of the Shareholders as a
whole. Amongst others, all Directors are required to declare the nature and extent
of their interests, if any, in any transaction, arrangement, contract or other proposal
to be considered by the Board at Board meetings. Unless specifically permitted by
the articles of association of the Company, a Director cannot cast a vote on any
contract, transaction, arrangement or any other proposal in which he/she has or any
of his/her close associates is materially interested.
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Monthly financial and operational information is provided to the Directors by the
company secretary to discharge their duties and acknowledge the development of
the Company. Other regular and ad hoc reports are also prepared for the Board and
Board Committees, to ensure that the Directors and member of the Board
Committees are supplied with all the requested information in a timely and

appropriate manner.

Directors’ Attendance Records at Meetings

The individual attendance record of each Director at meetings of the Board as well
as the annual general meeting and the extraordinary general meeting of the
Company during the year ended 31 March 2016 is as follows:

O3 TR 1 S AR AR R R A
FRATHB R TMARNT LR - IR g
JH i 22 B8 A RO ) B SRR - LA
PRI N E G & B a A E R R K S

W5 T — YRR -

R o
WE %

ANEZAZ T HIREE - K#ER S

T Sl A ) PR AR N PR

KA AR R e Bk

Attendance/No. of meetings held

Name of Directors HHREH HR e 8k € s SR AT IR
extraordinary annual
general general
meeting meeting Board
Jie R A S K g JB AR AR AE & A
Number of Meeting(s) B I 1 1 9
Executive Directors HfTHEH
Mr. Chan Yan Tak W B e AR
(Chairman and chief executive officer) (F 5 AT A ) 171 11 9/9
Mr. Wong Mau Tai R AR 171 171 8/9
Mr. Lim Ming Shing, Tony® ARG S AE O N/A N/A 212
Mr. Lee Chi Hang, Sidney® ZEREEAE @ N/A N/A /1
Mr. Wong Ping Yiu® HOP SRR ® N/A N/A N/A
Mr. Foo Chi Ming® IR A @ /1 1/1 77
Non-executive Director FHHfTHEHE
Madam Tsang Pui Man B il 5 4+ 1/1 171 8/9
Independent Non-Executive Directors Wy AT EF
Professor Ng Ka Ming REABIZ 171 171 8/9
Mr. Cheng Kwok Kin, Paul W R S5 2R 1/1 1/1 8/9
Ms. Szeto Wai Ling, Virginia® AEEBR L+ N/A N/A N/A
Mr. Wei Jianan® MWL © 1/1 1/1 8/8
Notes: P 3E
(1) Mr. Lim Ming Shing, Tony was appointed on 1 January 2016. (1) ﬁfg;ﬁjﬁ?ﬁ’# T —RE— - AR -
(2)  Mr. Lee Chi Hang, Sidney was appointed on 20 January 2016. 2  FEHEEREREF-ANFE-HA T HERT
(3)  Mr. Wong Ping Yiu was appointed on 20 June 2016. 3 EOPRR SR —E—NEANH T BT -
4) Mr. Foo Chi Ming resigned on 1 January 2016. 4) B R —F—NFE—H—HEHE -
(5)  Ms. Szeto Wai Ling, Virginia was appointed on 15 April 2016. 5) AEE SR LR x*fff P9 H A+ H AT -
(6)  Mr. Wei Jinan passed away on 2 February 2016. (6) BH AR —F N H Rk o
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Directors are expected to devote sufficient time and attention to performing their
duties and responsibilities towards the Company. The high attendance record at the
Board meetings and Board committees meetings for the year ended 31 March
2016, which was reviewed by the nomination committee of the Company in June

2016, demonstrated the Directors’ strong commitment to the Company.

The minutes of Board and Board committees meetings are prepared by the
company secretary with details of the matters considered by the Board and Board
committees and decisions reached, including any concerns raised by the Director(s)
and members of Board committees or dissenting views expressed (if any). The
draft minutes are circulated to all members of the Board and Board committees for

their comment within a reasonable time after the meeting.

Statutory Confirmations

The Company has received annual written confirmation of independence from two
independent non-executive Directors, Professor Ng Ka Ming and Mr. Cheng Kwok
Kin, Paul and a written confirmation of independence from Ms. Szeto Wai Ling,
Virgina, an independent non-executive Director, respectively in accordance with
rule 3.13 of the Listing Rules. The nomination committee of the Company has
assessed their independence and concluded that all the independent non-executive
Directors are independent within the definition of the Listing Rules and continues

to consider each of them to be independent.

According to the Code, each Director should ensures that he/she can give sufficient
time and attention to the affairs of the Company and make contribution to the
development of the Company’s strategy and policies through independent,
constructive and informed comments. The chairman of the Board held a meeting

with the non-executive Directors during the year.

Regarding disclosure of the number and nature of offices held by the Directors in
public companies or organisations and other significant commitments as well as
their identity and the time involved (the “Commitments”) to the Company, all
Directors have agreed to disclose their Commitments to the Company in a timely
manner and confirm his/her other directorships, major appointments and interests

to the Company twice a year.

Directors’ Insurance

Directors’ and Officers’ liability insurance has been arranged for all Directors,
including company securities, employment practices, regulatory crisis event,
investigation, litigation, tax liabilities and public relation, etc.. The Company has
conducted an annual review of the Company’s Directors’ and Officers’ liability
insurance policy with reference to recent trends in the insurance market and other
relevant factors. The review compared the amount of coverage against other

similar policies purchase by other companies.
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Directors’ Securities Transactions

The Company has adopted the required standard of dealings the Model Code for
Securities Transactions by Directors of Listed Issuers (“Model Code”) as set out in
Rules 5.48 to 5.67 of the GEM Listing Rules and the Appendix 10 of Listing Rules
as the code of conduct regarding Directors’ securities transactions in the securities
of the Company. Upon the Company’s specific enquiry, each Director has
confirmed that from 1 April 2015 to 19 November 2015 he or she has fully
complied with the Model Code under the GEM Listing Rules and from 20
November 2015 to 31 March 2016 he or she has fully complied with the Model
Code under the Listing Rules, and there is no event of non-compliance. Senior
managers, other nominated managers and staff who, because of their office in the
Company, are likely to be in possession of inside information of the Company,

have been requested to comply with the provisions of the Model Code.

COMPANY SECRETARY

All Directors have access to the advice and services of the company secretary, who
is responsible for ensuring that the Board procedures are followed and for
facilitating information flows and communications among Directors as well as with

Shareholders and management.

Ms. Mak Mei Kuen was appointed as the company secretary of the Company on
24 September 2013. Mr. Chui Pak Shing has been appointed as the company
secretary of the Company in place of Ms. Mak Mei Kuen as the company secretary
of the Company with effect from 25 January 2016. Please refer to the section
“Biographical Details for Directors and Senior Management” for details of Mr.

Chui’s professional qualifications.

BOARD COMMITTEES

As an integral part of good corporate governance, the Board has established a total
of three Board committees, namely, the audit committee, the remuneration
committee and the nomination committee, to oversee particular aspects of the
Company’s affairs. Each of these Board committees is governed by its respective
terms of reference (amended from time to time) which are available on the

websites of both the Company (www.royalmedic.com.hk) and the Stock Exchange.
All Board committees are provided with sufficient resources to discharge their

duties and are able to seek independent professional advice in appropriate

circumstances, at the Company’s expense, to perform their responsibilities.
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Audit Committee

The audit committee currently consists of three members, namely Mr. Cheng
Kwok Kin, Paul, Professor Ng Ka Ming and Ms. Szeto Wai Ling, Virginia (she
was appointed on 15 April 2016 to replace Mr. Wei Jianan, who passed away on 2
February 2016). Mr. Cheng Kwok Kin, Paul is the chairman of the audit
committee. All members of the audit committee are independent non-executive
Directors. The chairman of the audit committee possesses the appropriate
accounting and financial management expertise as required under the Listing
Rules. None of the members of the audit committee is a former partner of the

Company’s existing external auditor.

Duties of Audit Committee

The primary duties of the audit committee, among other things, are to make
recommendation to the Board on the appointment, re-appointment and removal of
the external auditor; review the financial statements and material advice (if any) in

respect of financial reporting; and oversee internal control system of the Company.

Work Performed by Audit Committee
During the financial year ended 31 March 2016, the audit committee held three (3)

meetings. The attendance of each member at meetings is as follows:
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Attendance/

No. of meetings held

Name of members B E £ T H e 8k sl AT

Mr. Cheng Kwok Kin, Paul (Chairman) BRI 52 Sk () 3/3

Professor Ng Ka Ming S 5 A4 IR 3/3
Ms. Szeto Wai Ling, Virginia FATEE R Lt

(appointed on 15 April 2016) (P ZE—NAEPY A A+ H HHEZEAT) N/A

Mr. Wei Jianan (passed away on 2 February 2016) B g ek (it = E N E T H AE) 3/3

In accordance with its terms of reference, the audit committee performed, inter

alia, the following work during the year ended 31 March 2016:

1. reviewed, assessed and commented the draft annual, interim and 1st quarter
financial statements, the interim and final dividend (if any) and the draft
results announcements of the Company, including any changes in accounting
policies and practices; major judgmental areas; compliance with accounting
and auditing standards; and compliance with the listing requirements on the
Listing Rules and legal requirements in relation to financial reporting prior

to recommending them to the Board for approval.
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2. reviewed, assessed and commented the engagement letter in relation to the
evaluation of the internal control system of the Group and the internal
controls review report prior to recommending them to the Board for

approval.

3. reviewed, assessed and commented relationship with the external auditor
and independence and the level of support and co-operation given by the

Group’s management.

4. reviewed, assessed and approved the re-appointment and remuneration of
the external auditor.

5. reviewed, assessed and commented the adequacy of resources, qualifications
and experience of the staff of the Group’s accounting and financial reporting

function and their training programmes.

Remuneration Committee

The remuneration committee currently consists of four members, there are three
independent non-executive Directors, namely Professor Ng Ka Ming, Mr. Cheng
Kwok Kin, Paul and Ms. Szeto Wai Ling, Virginia (she was appointed on 15 April
2016 to replace Mr. Wei Jianan, who passed away on 2 February 2016) and one is
executive Director namely Mr. Lim Ming Shing, Tony. Professor Ng Ka Ming is
the chairman of the remuneration committee.

Duties of Remuneration Committee

The primary duties of the remuneration committee are to make recommendations
to the Board on the overall remuneration policy and structure relating to all the
Directors and senior management of the Group; review performance based
remuneration; and ensure none of the Directors determine their own remuneration.
The remuneration committee also administers and makes recommendation to the
Board with respect to the share option scheme adopted by the Company. When the
remuneration package of an individual Director is under review, such Director will

abstain from voting.
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Work Performed by Remuneration Committee

During the financial year ended 31 March 2016, the remuneration committee held

four (4) meetings. The attendance of each member is as follows:
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Attendance/
No. of meetings held
Name of members B E £ 1 WALk B R AT
Professor Ng Ka Ming (Chairman) RFELBIZ(ERE) 4/4
Mr. Cheng Kwok Kin, Paul gﬁﬁéﬁ'ﬁi 4/4

Ms. Szeto Wai Ling, Virginia ATEE R L
(appointed on 15 April 2016) (P == NAEPY A A+ 7 H#EZEAT) N/A
Mr. Lim Ming Shing, Tony (appointed on 1 January 2016) MEGFRICA (B —FE—NF—H— HIEZ(T) 171
Mr. Wei Jianan (passed away on 2 February 2016) B RS (R =N E A H B 4/4

In accordance with its terms of reference, the remuneration committee performed,

inter alia, the following work during the year ended 31 March 2016:

1. reviewed, assessed and commented the policy for the remuneration of

Directors and senior management.

2. reviewed, assessed and commented the procedures for fixing the

remuneration packages.

3. reviewed and made recommendation on the remuneration packages of all

Directors and the senior management and/or other matters.

4. reviewed and approved the respective Directors’ service agreement.

5. approved and recommended the salary package of newly appointed Director,

senior management and the company secretary of the Company.

Details of the Directors’ remuneration for the year ended 31 March 2016 are set
out in note 9 to the audited consolidated financial statements in this annual report.
In addition, pursuant to the Code provision B.1.5, the annual remuneration of the
senior management of the Group by bands for the year ended 31 March 2016 is set

out below:
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Number of individuals

Remuneration to the senior management by bands TG AR 4y 2 v A T T 4 N
HK$1 to HK$500,000 1 #5702 500,000 #5 70 3
HK$500,001 to HK$1,000,000 500,001 # JC % 1,000,000 ¥ JC 1
HK$1,000,001 to HK$1,500,000 1,000,001 5 7C £ 1,500,000 #5 7T 2
HK$2,000,001 to HK$2,500,000 2,000,001 5 7G £ 2,500,000 i#5 7T 1
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Nomination Committee

The nomination committee currently consists of three members, namely Professor
Ng Ka Ming, Mr. Cheng Kwok Kin, Paul and Ms. Szeto Wai Ling, Virginia (she
was appointed on 15 April 2016 to replace Mr. Wei Jianan, who passed away on 2
February 2016). Professor Ng Ka Ming is the chairman of the nomination
committee. All members of the nomination committee are independent non-

executive Directors.

Duties of Nomination Committee

The primary function of the nomination committee is to make recommendations to
the Board regarding appointment of Directors and candidates to fill vacancies on
the Board and to assess the independence of the independent non-executive

Directors.

The Company adopted a board diversity policy (“Policy”) since 2013 which sets
out the approach to achieve diversity of Board members. The objective of the
Policy stated that selection of candidates be based on a range of diversity
perspectives, including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge and length of

service, the summary of which are set out below:

(a)  With a view to achieving a sustainable and balanced development, the
Company sees increasing diversity at the Board level as an essential element
in supporting the attainment of its strategic objectives and its sustainable

development.

(b)  In designing the Board’s composition, Board diversity has been considered
from a number of aspects, including but not limited to gender, age, cultural
and educational background, ethnicity, professional experience, skills,

knowledge and length of service.

(¢)  All Board appointments did and will be based on meritocracy, and
candidates did and will be considered against objective criteria, having due

regard for the benefits of diversity on the Board.

The nominations committee is required to give consideration to the Policy when
identifying suitably qualified candidates to become members of the Board. The
ultimate decision did and will be based on merit and contribution that the selected

candidates will bring to the Board.
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Work Performed by Nomination Committee
During the financial year ended 31 March 2016, the nomination committee held

three (3) meetings. The attendance of each member is as follows:
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Attendance/

No. of meetings held

Name of members B E £ 1 H 8k B sl AT K

Professor Ng Ka Ming (Chairman) RFELBIZ(ERE) 3/3

Mr. Cheng Kwok Kin, Paul B[ 57 S 3/3
Ms. Szeto Wai Ling, Virginia ATEE R L

(appointed on 15 April 2016) (P == NAEPY A A+ 7 H#EZEAT) N/A

Mr. Wei Jianan (passed away on 2 February 2016) BRI O SN 4E T H L H BEI) 3/3

In accordance with its terms of reference, the nomination committee performed the

following, inter alia, work during the year ended 31 March 2016:

1. reviewed, assessed and commented, inter alia, the policy for the nomination
of Directors.

2. monitored the composition and effectiveness of the Board.

3. assessed the independence of each independent non-executive Director.

4. sourced individuals, if any, suitably qualified to become Board members.

5. approved and recommended to the Board the changes in Directors

6. identified those Directors to be retired by rotation and then be re-elected as

Directors in the 2016 AGM in accordance with the articles of association of

the Company and the Listing Rules.

7. reviewed and assessed the nomination procedures, process and criteria.
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Analysis of diversity of the Board by nomination committee of the Company is 34 E £ A B REAANFRRAZAGNEFTL
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FINANCIAL REPORTING

The Directors acknowledge their responsibilities for preparing the accounts of the
Company and of the Group for the year ended 31 March 2016. The accounts are
prepared on a going concern basis and give a true and fair view of the state of
affairs of the Company and of the Group as at 31 March 2016, and of the Group’s
profit and cash flow for the year then ended. In preparing the accounts for the year
ended 31 March 2016, the Directors have selected appropriate accounting policies
and, apart from those new and amended accounting policies as disclosed in the
notes to the accounts for the year ended 31 March 2016, have applied them
consistently with previous financial periods. Judgments and estimates have been
made that are prudent and reasonable. The reporting responsibilities of the external

auditor are set out on pages 70 to 71 of this annual report.

Internal Control System

The Board is responsible for maintaining and reviewing the effectiveness of the
Group’s system of internal controls. The internal controls are designed to meet the
Group’s particular needs and to minimise the risks to which the Group is exposed,
and are designed to manage rather than eliminate the risks to achieve business
objective and can only provide reasonable and not absolute assurance against
misstatements or losses. The Group’s internal control framework covers (i) the
setting of objectives, budgets and targets; (ii) the establishment of regular reporting
of financial information, in particular, the tracking of deviations between actual
performances and budgets/targets; (iii) the delegation of authority; and (iv) the

establishment of clear lines of accountability.

On behalf of the Board, the audit committee has conducted a review of the
effectiveness of the internal control system of the Group for the year ended 31
March 2016, including the reliability of financial reporting, effectiveness and
efficiency of operations, compliance with applicable laws and regulations,
effectiveness of risk management functions and the adequacy of resources, staff
qualifications and experience, training programmes and budget of the Company’s
accounting and financial reporting function. This is achieved primarily through
approving the scope of the annual internal audit plan, reviewing the findings of
internal audit work, the annual and interim financial statements, and the nature,

scope of work, and report of the external auditors.
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COMMUNICATION WITH SHAREHOLDERS

The Company’s annual general meeting is one of the principal channels of
communication with its Shareholders. The Board and the management are
committed to use of annual general meetings of the Company as a forum to meet
with Shareholders and to hear their views and answer their questions about the
Group and its business. The chairman of the Board, and each Board Committee’s
chairman or his alternate did and would attend annual general meetings of the

Company along with the external auditor to answer Shareholders’ questions.

All Shareholders are encouraged to attend the 2016 AGM and exercise their right
to vote. Shareholders who are unable to attend the 2016 AGM can appoint proxies
to attend and vote at the 2016 AGM.

The Company will send the notice of the 2016 AGM to Shareholders at least 20
clear business days before the 2016 AGM. The Company did and would send
meeting notice to Shareholders not less than 10 clear business days before any

extraordinary general meetings of the Company.

Shareholders are invited to ask questions related to the business of the Company.
Apart from usual business at the 2016 AGM, the Board has proposed general

mandates for the repurchase of shares and the issue of shares of the Company.

Further details of business to be conducted at the 2016 AGM will be set out in the
circular to Shareholders to be sent together with this annual report and posted on
the website of the Company (www.royalmedic.com) and the Stock Exchange. All
resolutions will be passed by way of a poll conducted and verified by the
Company’s branch share registrar, Tricor Investor Services Limited, as an
independent scrutineer. The poll results of each of the proposed resolutions to the
Board will be published on the Stock Exchange and the Company’s websites
(www.royalmedic.com) shortly after the 2016 AGM held.
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SHAREHOLDERS’ RIGHTS

Procedures for making enquiries to the Board

Shareholders should direct their questions about their shareholdings to the
Company’s Hong Kong branch share registrar and transfer agent, namely, Tricor

Investor Services Limited, whose contact details are as follows:

Tricor Investor Services Limited

Address Level 22, Hopewell Centre
183 Queen’s Road East
Hong Kong
Telephone (852) 2980 1333
Fax : (852) 28108185
E-mail is-enquiries @hk.tricorglobal.com
Website http://www.tricoris.com
Attention Board of Directors/Company Secretary

Shareholders and members of the investor community are welcome to send their

enquiries to the Board and the company secretary as follows:

RM Group Holdings Limited

Address 27/F., The Galaxy
313 Castle Peak Road
Kwai Chung, Hong Kong
Telephone (852) 2297 0000
Fax T (852) 2755 9999
E-mail ir@royalmedic.com.hk
Website www.royalmedic.com

Shareholders may at any time make a request for the Company’s information to the

extent such information is publicly available.
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Procedures for convening extraordinary general meeting on
requisition

One or more Shareholders holding, at the date of deposit of the requisition, not less
than one-tenth of the paid up capital of the Company carrying the right of voting at
general meetings of the Company shall at all times have the right, by written
requisition to the Board or the secretary of the Company (the “Requisition”) to
require an extraordinary general meeting of the Company to be called by the Board

for the transaction of any business specified in the Requisition.

The Requisition shall be made in writing to the Board or the secretary of the
Company at the principal place of business in Hong Kong and registered office of

the Company in Cayman Islands as follows:

Principal place of business of the Company in Hong Kong
Address: 27/F, The Galaxy

313 Castle Peak Road

Kwai Chung, Hong Kong

Attention: Board of Director/Company Secretary

Registered office of the Company in Cayman Islands
Address: Cricket Square Hutchins Drive

P.O. Box 2681 Grand Cayman

KY1-1111 Cayman Island

Attention: Board of Director/Company Secretary

Procedures for Shareholders to put forward proposals at general
meetings

Shareholders who wish to put forward proposals for the Company’s consideration
at the general meetings can send their proposals to the company secretary at the

principal place of business in Hong Kong as specified above.
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CORPORATE GOVERNANCE REPORT
i S g

INVESTOR RELATIONS

In order to develop and maintain a continuing investors’ relationship programme to
enable Shareholders and investors to better understand the Group’s business, the
Company has established various channels of communication with the

Shareholders and the investor community:

1. Shareholders can raise any comments on the performance and future

directions of the Company with the directors at the annual general meeting.

2. The Company may arrange press and analysts’ conferences twice a year in
relation to the results announcements, at which the chairman of the Board
and/or the executive Directors are available to answer questions regarding

the Group’s operational and financial performances.

3. The Company’s website at www.royalmedic.com contains important
corporate information, annual and interim reports, as well as announcements
and circulars issued by the Company to enable the Shareholders and the
investor community to have timely access to updated information about the

Group.

4. The Board has established a Shareholders’ communication policy since
2013 and has reviewed and will review it on a regular basis to ensure its

effectiveness.

5. The Company has uploaded its memorandum and articles of association of
the Company on the Company’s website at www.royalmedic.com and the
Stock Exchange’s website. There is no significant changes in the Company’s
memorandum and articles of association during the year ended 31 March
2016.
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CORPORATE GOVERNANCE REPORT

EXTERNAL AUDITOR

The Company engages CCIF CPA Limited (“CCIF”) as its external auditor. In
order to maintain CCIF’s independence and objectivity and the effectiveness of the
audit process in accordance with applicable standards, the audit committee pre-
approves all audit services to be provided by CCIF and discusses with CCIF the
nature and scope of their audit and reporting obligations before the audit

commences.

The audit committee also reviews and pre-approves the engagement of CCIF to

provide any non-audit services for complying with relevant legal requirements.

For the year ended 31 March 2016, CCIF received the following remuneration

from the Group in connection with the provision of audit and non-audit services to
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the Group:
For the year ended  For the year ended
31 March 2016 31 March 2015
BRECR-AE #BE - F0#
=H=+—H  =H=t—H
IR4E B 1R
HK$°000 HKS$’000
Type of Services &2 2 bl THT THEIC
Audit services: TR
Annual audit services AR R OIRS 870 780
Non-audit services: FEAZ B -
Interim review services rHA 7 ) S 220 190
Tax review service 05 % A IR s 124 163
Reporting accountants and other services B S o B At R s 120 32

RM Group Holdings Limited 74 % 4 8 #5 5 45 FR 2 7] 69



INDEPENDENT AUDITOR’S REPORT
T8 7 A% B e

®

CCIF

CCIF CPA LIMITED
BRSBTS IEFARAT
9/F Leighton Centre

77 Leighton Road
Causeway Bay Hong Kong

B G TRIRET 7R
TEHEA DO

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF RM GROUP HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of RM Group Holdings
Limited (“the Company”) and its subsidiaries (together “the Group”) set out on
pages 72 to 163, which comprise the consolidated statement of financial position
as at 31 March 2016, and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and a summary of

significant accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of consolidated
financial statements that give a true and fair view in accordance with Hong Kong
Financial Reporting Standards issued by the Hong Kong Institute of Certified
Public Accountants and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that are free from

material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. This report is made solely to you, as a body, and for
no other purpose. We do not assume responsibility towards or accept liability to

any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the consolidated financial

statements are free from material misstatement.

70 Annual Report 2015/2016 4= #t

8 A% B
BhE0 4 e 4 L 42 A I ) B
(74 B2 7 5 A 7 09 A FR 23 7]

AAT BB R AR 5 72 2 163 Bl 85 4 4 A
A BRZ2 A (AR EHE [ 2 A] 1) o HLR g 28 =] (DA
A TR ) M MBRE Wi A%
WERAFEHR ZE—ANEZH = — S M
IR > DL 2% B 4E A 45 10 25 2 A
SR GAMGSEHRMGAHSTRE
%o DA B R M K A B AR R o

O B R AR B R AT

BARMNERHAHRBEFEGA S ((Fik
Bt Ao g ) A I CR s B i YRR ([
S5 0 o Y ) ) R A B AR 91 ) 14 0 8 L
RER G MBI > DA ERE MBI B
DN B % 9% S FCRE Ry A A B R T
TR AR ] > DA AR G RS R A AE K
R R I A Y A B R L

A% B8 B vy AT

FRAM B9 B AT ARGR A F) 3 4% 364 5% 45 45 5 B 5 ik
BN T L R A o BN w0 AN AT A A
FAY o BAMMEAS LA 3 (9 1 725 3 FLA AT (T A
ARBURIE AL -

FA™ C AR AR U 2 A ) 7 i A Y
R AT A AL o 2 L0 T TR FRAM 2 T e S
TERLAE AL SRATEE A > A AT S AR YR
VAT AE 1B 45 SV 5 Sk 2 7 AN A A A A G ok e



INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITY (CONTINUED)

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the consolidated financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation of consolidated financial statements that
give a true and fair view 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 entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall presentation of

the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate

to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair view of
the financial position of the Company and its subsidiaries as at 31 March 2016, and
of their financial performance and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly prepared
in compliance with the disclosure requirements of the Hong Kong Companies

Ordinance.

CCIF CPA Limited
Certified Public Accountants
Hong Kong, 29 June 2016

Kwok Cheuk Yuen
Practising Certificate Number P02412
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME
Ao 7 9E it S L il 2 i W i R

For the year ended 31 March 2016 #% —F—/N4E = = +—H L4

2016 2015
TRNE TR —HAR
Note HK$’000 HK$°000
s Tt TH#IT
REVENUE Wezs 6 189,958 227,677
Cost of sales B AR (42,956) (50,805)
GROSS PROFIT BH 147,002 176,872
Other revenue and other net income Hoh i g S HA A 5 A 7 204 727
Selling and distribution expenses S A R 53-8 BH S (40,293) (55,136)
Administrative expenses FTHBE S (91,633) (81,172)
Equity-settled share-based payments DA BERE 45 55 AR 03 S A 2 BH =2 30 = (1,075)
PROFIT FROM OPERATIONS pt=singll 15,280 40,216
Finance costs Rl AR 8(c) (545) (301)
PROFIT BEFORE TAXATION 53 56 i ¥6 ) 8 14,735 39,915
Taxation FiIH 11(a) 4,314) (8,394)
PROFIT FOR THE YEAR VN/E 2N 3 R
ATTRIBUTABLE TO OWNERS i Al
OF THE COMPANY 10,421 31,521
OTHER COMPREHENSIVE LOSS FAth, 2 i s 1
Item that may be reclassified N B A R B A AR
subsequently to profit or loss: ZIHH :
Exchange differences arising on translation of B A S5 T A AR Y T S8 A2 B
foreign operations (358) (34
TOTAL COMPREHENSIVE INCOME . N/NCIE XN 3
FOR THE YEAR ATTRIBUTABLE LN A K
TO OWNERS OF THE COMPANY 10,063 31,487
EARNINGS PER SHARE FREEF 13
BASIC (HK CENTS PER SHARE) AR (fg: s Al) 2.0 6.1
DILUTED (HK CENTS PER SHARE) (B ReusA) 2.0 6.1

The notes on pages 77 to 163 form an integral part of these financial

statements.

Details of dividends payable to owners of the Company attributable to profit

for the year are set out in note 12.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
R 1 S 5K Dl

As at 31 March 2016 A ~ZE—X4FE=H=1+—H
2016 2015
SR N SR AR
Note HK$’000 HK$’000
(i3 Tt THEIC
Non-current assets B G A
Property, plant and equipment W~ BB B 15 54,382 17,615
Intangible assets MY G 16 695 629
Prepayments and deposits FEAT 2B N 4 18 2,422 2,817
57,499 21,061
Current assets MENE A
Inventories wE 17 20,309 16,143
Trade and other receivables JHRE M R A 1 i 3 T 18 49,536 63,538
Cash and cash equivalents B4 e B4 518 19 91,958 98,913
Bank deposits with maturity greater S H 248 =08 H B9 4R17 73K
than three months 19 10,156 10,088
Tax recoverable AT Wi =] Bl I 11(b) 5,002 -
176,961 188,682
Current liabilities B
Trade and other payables BB ASF R 3 S A I A5 3 20 15,985 18,970
Bank loans and overdrafts SRATE K S 21 36,898 3,731
Tax payable JREAT B IE 11(b) = 4,251
Provisions A 22 1,571 1,512
54,454 28,464
Non-current liabilities I B £
Deferred tax liabilities R AR TH A 23 626 366
Net assets BREEE 179,380 180,913
EQUITY i
Equity attributable to owners of the Company RN A A N AL 2R
Share capital A 24 5,163 5,155
Reserves it 174,217 175,758
TOTAL EQUITY BE 25 BE 4R 179,380 180,913

The consolidated financial statements on pages 72 to 163 were approved and

authorised for issue by the Board of Directors on 29 June 2016 and are signed on

its behalf by:

Chan Yan Tak
5K

Director

The notes on pages 77 to 163 form an integral part of these financial statements.

B2 EFE163 HMEE S B E

St Sl ae
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Wong Mau Tai
E RS
Director

#HH
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 March 2016 #% ~F —/NE=H =+ —H L4

Attributable to owners of the Company

Y NNTE 2PN
PRC Share
Share Share Merger statutory ~ Translation option Retained
capital premium reserve reserve reserve reserve earnings Total
R E
A R R i fifi BRI RERE fRE R Kt
HK$’000 HK$°000 HK$’000 HK$°000 HK$’000 HK$°000 HK$’000 HK$°000
Tt Fitic T Tt T Tt Tt Tt
(note 34(a))  (note 34(c))  (note 34(d))  (note 34(e))  (mote 34(f))
(Wik3d@)  (HE3d40)  (HHEE34@)  (HRE3dee)  (Hrek34)
At 1 April 2014 A F—ENA—H 5,150 122,936 (10) - (127 7,364 32,818 168,131
Changes in equity for 2015: TR TR
Profit for the year R - - - - - - 31,521 31,521
Other comprehensive loss: HAb 2wk -
Exchange differences arising CWINEE S e
on translation of foreign operations I i 2 5 - - - - (34) - - (34)
Total comprehensive income for the year CANEST N E - - - - (34) - 31,521 31,487
Dividends approved in respect of the DA E R RS
previous year (note 12) (FfsE12) - - - - - - (20,600) (20,600)
Share options lapsed il FRCHEE 228 - - - - - (139) 139 -
Equity-settled share-based payments DA BHES B AR S 2 B 52 - - - - - 1,075 - 1,075
Shares issued under share option scheme AR HE S BT IR
(note 24(a)) (B3t 24(a) 5 954 - - - (139) - 820
At 31 March 2015 and 1 April 2015 REF—HEZH=F—H R
ZFZ—HFENA—H 5,155 123,890 (10) - (161) 8,161 43,878 180,913
Changes in equity for 2016: ZE-NEHER A
Profit for the year A [y i - = = = - = 10,421 10,421
Other comprehensive loss: Hib 2k -
Exchange differences arising ST AT T A A Y
on translation of foreign operations i 5 2 4 = - - - (358) - - (358)
Total comprehensive income for the year AR R A T A\ A - - - - (358) - 10,421 10,063
Share options lapsed R e - - - - - (1,075) 1,075 =
Shares issued under share option scheme AR B PR 5T A 17
(note 24(b)) (B sk 24(b)) 8 1,526 - - - (222) - 1,312
Dividends approved in respect of the DA AR B ARG A
previous year (note 12) (HEE12) = = = - - - (12,908) (12,908)
Appropriation to PRC statutory reserve R R R - - - 770 - = (770) -
At31 March 2016 RoZE—REZ =0 5163 125416 10) 770 (519) 6,864 41,69 179,380

The notes on pages 77 to 163 form an integral part of these financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
7 Bl TR R

For the year ended 31 March 2016 #(% ~F—/NFE=H =+ —H L4

2016 2015
—®oNEE CE A
Note HK$°000 HK$°000
Kt 5 Tt THsoT
OPERATING ACTIVITIES RO
Profit before taxation o o i ¥ ) 14,735 39,915
Adjustments for: LA R 48 JA AV g
Finance costs Tl & A 8(¢c) 545 301
Write-down of inventories oA & 17(b) 4,386 3915
Reversal of write-down of inventories STl AT 438 ] 17(b) (1,609) (2,331)
Equity-settled share-based payments DABRERE 5 55 DA 003 S A 2 Bl S 30 = 1,075
Depreciation on property, plant and equipment W i E RR e PTEE 15 3,015 2,186
Amortisation of intangible assets U e S A 16 134 114
Impairment loss of trade receivables JHRE S B 3 U (e 4 18(b) 42 102
Reversal of impairment loss of trade oI T ERY A e =Y |
receivables recognised 18(b) 5 -
Impairment loss of property, plant and Y~ R A E R TR
equipment 15 1,271 -
Waiver of accruals HoAh EFT B WA 7 (29) -
Bank interest income SRAT RS U A 7 (106) (258)
Net loss on disposal of property, WY R BGRAEY
plant and equipment Jhe 18 R A 7 82 3
Net loss on disposal of subsidiaries LB O ) 1 e 4R I A 7 919 -
Provisions for goods return IR 22 1,947 1,686
25,327 46,708
Changes in working capital S A
Increase in inventories Fesm (6,943) (260)
Decrease/(increase) in trade JHRE AT R 2k e LAt JRE WA R I
and other receivables W () 15,077 (40,631)
(Decrease)/increase in trade and other payables Wgﬁ Rk R A B A R IR
W) (2,910) 5,159
Utilisation of provisions for goods return 7E T?’g iR ) 22 (1,888) (1,508)
CASH GENERATED FROM OPERATIONS 2 [ #8425 iy Bl & 28,663 9,468
Hong Kong Profits Tax paid TR B FIRL 11(b) (10,862) (1,925)
PRC Enterprise Income Tax paid O 1 A SE P A B 11(b) (2,358) -
Net cash generated from operating activities 2k H 8% 257 W Bl & 54 15,443 7,543
INVESTING ACTIVITIES Ei'a gy
Purchase of property, plant and equipment HEE W2 -~ B=E Mt 15 (7,623) (2,768)
Proceeds from sale of property, W RS R
plant and equipment A% HOH 46 -
Purchase of intangible assets i 'E Y g JEE 16 (200) -
Bank interest received LS ER AT ]S, 7 106 258
Placement of bank deposits FIH Z i =18 H
with maturity greater than three months SR AT 1F 2K 19 (68) (10,088)
Acquisition of a subsidiary, net of cash acquired st % & 2 7] BT A A 10 VR B4 T 26 (19,323) -
Disposal of a subsidiary, net of cash disposed of 8 [t J& 23 7 i & A= 19 15 Bl 4 07 27(b) 878 -
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CONSOLIDATED STATEMENT OF CASH FLOWS

mablaim|E

For the year ended 31 March 2016 #% ~F —/NE=H =+ —H L4

2016 2015
TR NP ZE—TAE
Note HK$’000 HK$’000
(i R THsoc
NET CASH USED IN INVESTING FHTA B 106 B i B 4 v A
ACTIVITIES (26,184) (12,598)
FINANCING ACTIVITIES il )
Repayment of bank loans PR AT R (20,644) (559)
Proceeds from new bank loans B ERAT BRI 15 3K H 36,720 -
Interest paid 2o ALE (545) (301
Proceeds from shares issued under share L4752 I PO - ) AT it
option scheme JIT A5 3K IE 24(a)&(b) 1,312 820
Dividends paid to owners of SR NEN/NEIE? ZEWNE) 35N
the Company 12 (12,908) (20,600)
NET CASH GENERATED FROM/(USED IN) 2K EH / (HI#) #h & 1% B iy
FINANCING ACTIVITIES B4 T 3,935 (20,640)
NET DECREASE IN CASH Bl T B 4 A TR A
AND CASH EQUIVALENTS (6,806) (25,695)
Effect of foreign exchange rate changes [ 23R 5 o) 1Y) s 0 (443) (34
CASH AND CASH EQUIVALENTS B4 R B4
AT BEGINNING OF YEAR 97,570 123,299
CASH AND CASH EQUIVALENTS AR Bl G Bl Y
AT END OF YEAR 19 90,321 97,570

The notes on pages 77 to 163 form an integral part of these financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B B 955 A B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

CORPORATE INFORMATION

RM Group Holdings Limited (the “Company”) was incorporated and
domiciled in the Cayman Islands under the Companies Law, Cap. 22 (Law 3
of 1961, as consolidated and revised) of the Cayman Islands as an exempted
company with limited liability on 5 December 2011. The address of its
registered office is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman, KY1-1111, Cayman Islands. The Company has established a
principal place of business in Hong Kong at 27/F, The Galaxy, 313 Castle
Peak Road, Kwai Chung, Hong Kong and has been registered as a non-Hong
Kong company under the Hong Kong Companies Ordinance on 5 April
2012. The Company’s issued shares have been listed on the Growth
Enterprise Market (“GEM”) of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) since 11 October 2013. On 20 November 2015, the
listing of the shares of the Company has been transferred from the GEM to
the Main Board of the Stock Exchange (“Transfer of Listing”).

The Company is an investment holding company and its subsidiaries
(collectively referred to as the “Group”) are principally engaged in the sale,
marketing and distribution of health and beauty supplements and products in
Hong Kong, Taiwan and the People’s Republic of China (the “PRC”). The
Group’s products are mainly sold and distributed under its proprietary brand
names of the companies within the Group and the private label brands
specifically developed for and owned by a renowned chain of health and
beauty products in Hong Kong and Macau (the “Distribution Facilitator”).

SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance
These financial statements have been prepared in accordance with all
applicable Hong Kong Financial Reporting Standards (“HKFRSs”),
which collective term includes all applicable individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations issued by the HKICPA, accounting
principles generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance. These
financial statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”). A
summary of the significant accounting policies adopted by the Group

is set out below.

The HKICPA has issued certain new and revised HKFRSs which are
first effective or available for early adoption for the current
accounting period of the Group and the Company. Note 3 provides
information on any changes in accounting policies resulting from the
initial application of these developments to the extent that they are
relevant to the Group for the current and prior accounting periods
reflected in these financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Aok 1 S 2% R B

For the year ended 31 March 2016 #{ % —F —/N4E=H = —H IL4F

2,

78

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(b)

Basis of preparation of the financial statements
The consolidated financial statements for the year ended 31 March

2016 comprise the Company and its subsidiaries.

Items included in the financial statements of each entity in the Group
are measured using the currency of the primary economic
environment in which the entity operates (the “functional currency”).
These financial statements are presented in Hong Kong dollars
(“HKD”), rounded to the nearest thousand except for per share data.
HKD is the Company’s functional and the Group’s presentation

currency.

The measurement basis used in the preparation of the financial

statements is the historical cost basis.

The preparation of financial statements in conformity with HKFRSs
requires management to make judgements, estimates and assumptions
that affect the application of policies and reported amounts of assets,
liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances, the
results of which form the basis of making the judgements about
carrying amounts of assets and liabilities that are not readily apparent

from other sources. 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.

Judgements made by management in the application of HKFRSs that
have a significant effect on the financial statements and major sources

of estimation uncertainty are discussed in note 5.
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2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(o)

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls
an entity when it is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect those returns
through its power over the entity. When assessing whether the Group
has power, only substantive rights (held by the Group and other

parties) are considered.

An investment in a subsidiary is consolidated into the consolidated
financial statements from the date that control commences until the
date that control ceases. Intra-group balances, transactions and cash
flows and any unrealised profits arising from intra-group transactions
are eliminated in full in preparing the consolidated financial
statements. Unrealised losses resulting from intra-group transactions
are eliminated in the same way as unrealised gains but only to the

extent that there is no evidence of impairment.

Changes in the Group’s interests in a subsidiary that do not result in a
loss of control are accounted for as equity transactions, whereby
adjustments are made to the amounts of controlling and non-
controlling interests within consolidated equity to reflect the change
in the relative interests, but no adjustments are made to goodwill and

no gain or loss is recognised.

When the Group loses control of a subsidiary, it is accounted for as a
disposal of the entire interest in that subsidiary, with a resulting gain
or loss being recognised in profit or loss. Any interest retained in that
former subsidiary at the date when control is lost is recognised at fair
value and this amount is regarded as the fair value on initial
recognition of a financial asset or, when appropriate, the cost on

initial recognition of an investment in an associate or joint venture.

In the Company’s statement of financial position, an investment in a
subsidiary is stated at cost less impairment losses (see note 2(g)),
unless the investment is classified as held for sale (or included in a

disposal group that is classified as held for sale).
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(d)

Property, plant and equipment
Property, plant and equipment are stated in the statement of financial
position at cost less any accumulated depreciation and any

accumulated impairment losses (see note 2(g)).

Depreciation is calculated to write off the cost of items of property,
plant and equipment, less their estimated residual value, if any, using

the straight-line method over their estimated useful lives as follows:

— leasehold land classified as held under finance leases is

depreciated over the unexpired term of lease;

—  buildings situated on leasehold land are depreciated over the
shorter of the unexpired term of lease and their estimated
useful lives, being no more than 50 years after the date of
completion;

—  Leasehold improvements 20% per annum or

over the lease term, if shorter

—  Plant and machinery 30%-33% per annum
— Furniture, fixtures
and equipment 20%-33% per annum

—  Motor vehicles 20% per annum
Where parts of an item of property, plant and equipment have
different useful lives, the cost of the item is allocated on a reasonable
basis between the parts and each part is depreciated separately. Both
the useful life of an asset and its residual value, if any, are reviewed

annually.

Historical cost includes expenditure that is directly attributable to the
acquisition of the items. Cost may also include transfers from equity
of any gains/losses on qualifying cash flow hedges of foreign

currency purchases of property, plant and equipment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(d)

(e)

Property, plant and equipment (Continued)

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

period in which they are incurred.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its

estimated recoverable amount.

Gains or losses arising from the retirement or disposal of an item of
property, plant and equipment are determined as the difference
between the net proceeds on disposal and the carrying amount of the
item and are recognised in profit or loss on the date of retirement or

disposal.

Intangible assets (other than goodwill)

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately
are carried at costs less accumulated amortisation and any
accumulated impairment losses. Amortisation is recognised on a
straight-line basis over their estimated useful lives. The estimated
useful life and amortisation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate being
accounted for on a prospective basis. Intangible assets with indefinite
useful lives that are acquired separately are carried at cost less

accumulated impairment losses.

The following intangible assets with finite useful lives are amortised
from the date they are available for use and their estimated useful
lives are as follows:

— Product development rights 7 years
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2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(e)

Intangible assets (other than goodwill) (Continued)
Internally-generated intangible assets — research and
development expenditure

Expenditure on research activities is recognised as an expense in the

period in which it is incurred.

An internally-generated intangible asset arising from development (or
from the development phase of an internal project) is recognised if,

and only if, all of the following have been demonstrated:

—  the technical feasibility of completing the intangible asset so

that it will be available for use or sale;

— the intention to complete the intangible asset and use or sell it;

— the ability to use or sell the intangible asset;

—  how the intangible asset will generate probable future

economic benefits;

—  the availability of adequate technical, financial and other
resources to complete the development and to use or sell the

intangible asset; and

—  the ability to measure reliably the expenditure attributable to

the intangible asset during its development.

The amount initially recognised for internally-generated intangible
assets is the sum of the expenditure incurred from the date when the
intangible asset first meets the recognition criteria listed above.
Where no internally-generated intangible asset can be recognised,
development expenditure is recognised in profit or loss in the period

in which it is incurred.

Subsequent to initial recognition, internally-generated intangible
assets are reported at cost less accumulated amortisation and
accumulated impairment losses, on the same basis as intangible assets

that are acquired separately.

Gains and losses arising from derecognition of an intangible asset,
measured as the difference between the net disposal proceeds and the
carrying amount of the asset, are recognised in profit or loss in the

period in which the asset is derecognised.
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2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

®

Leased assets

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

legal form of a lease.

(i)  Classification of assets leased to the Group
Assets held by the Group under leases which transfer to the
Group substantially all the risks and rewards of ownership are
classified as being held under finance leases. Leases which do
not transfer substantially all the risks and rewards of ownership
to the Group are classified as operating leases, with the

following exception:

— land held for own use under an operating lease, the fair
value of which cannot be measured separately from the
fair value of a building situated thereon at the inception
of the lease, is accounted for as being held under a
finance lease, unless the building is also clearly held
under an operating lease. For these purposes, the
inception of the lease is the time that the lease was first
entered into by the Group, or taken over from the

previous lessee.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
(f) Leased assets (Continued)

(i)

(iii)

Operating lease charges

Where the Group has the use of assets held under operating
leases, payments made under the leases are charged to profit or
loss in equal instalments over the accounting periods covered
by the lease term, except where an alternative basis is more
representative of the pattern of benefits to be derived from the
leased assets. Lease incentives received are recognised in profit
or loss as an integral part of the aggregate net lease payments
made. Contingent rentals are charged as expense in the

accounting period in which they are incurred.

Leasehold land and buildings held for own use

When a lease includes both land and building elements, the
Group assesses the classification of each element as a finance
or an operating lease separately based on the assessment as to
whether substantially all the risks and rewards incidental to
ownership of each element have been transferred to the Group,
unless it is clear that both elements are operating leases in
which case the entire lease is classified as an operating lease.
Specifically, the minimum lease payments (including any
lumpsum upfront payments) are allocated between the land and
the building elements in proportion to the relevant fair values
of the leasehold interests in the land element and building

element of the lease at the inception of the lease.

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

equipment.
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2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(g) Impairment of assets

(®)

Impairment of trade and other receivables

Trade and other receivables are reviewed at the end of each
reporting period to determine whether there is objective
evidence of impairment. Objective evidence of impairment
includes observable data that comes to the attention of the

Group about one or more of the following loss events:

—  significant financial difficulty of the debtor;

— a breach of contract, such as a default or delinquency in

interest or principal payments;

— it becoming probable that the debtor will enter bankruptcy

or other financial reorganisation; and

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

If any such evidence exists, impairment loss is measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at the financial
asset’s original effective interest rate (i.e. the effective interest
rate computed at initial recognition of these assets), where the
effect of discounting is material. This assessment is made
collectively where these financial assets share similar risk
characteristics, such as similar past due status, and have not
been individually assessed as impaired. Future cash flows for
financial assets which are assessed for impairment collectively
are based on historical loss experience for assets with credit

risk characteristics similar to the collective group.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(g) Impairment of assets (Continued)

(@)

Impairment of trade and other receivables (Continued)

If in a subsequent period the amount of an impairment loss
decreases and the decrease can be linked objectively to an
event occurring after the impairment loss was recognised, the
impairment loss is reversed through profit or loss. A reversal
of an impairment loss shall not result in the asset’s carrying
amount exceeding that which would have been determined had

no impairment loss been recognised in prior years.

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

directly are recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(g) Impairment of assets (Continued)

(i)

Impairment of other assets

Internal and external sources of information are reviewed at the
end of each reporting period to identify indications that the
following assets may be impaired or an impairment loss

previously recognised no longer exists or may have decreased:

—  property, plant and equipment;

—  intangible assets; and

— investments in subsidiaries in the Company’s statement

of financial position.

If any such indication exists, the asset’s recoverable amount is
estimated. In addition, for intangible assets that are not yet
available for use and intangible assets that have indefinite
useful lives, the recoverable amount is estimated annually

whether or not there is any indication of impairment.

Calculation of recoverable amount

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

generating unit).
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
(g) Impairment of assets (Continued)

(ii)  Impairment of other assets (Continued)

Recognition of impairment losses

An impairment loss is recognised in profit or loss whenever the
carrying amount of an asset, or the cash-generating unit to
which it belongs, exceeds its recoverable amount. Impairment
losses recognised in respect of cash-generating units are
allocated to reduce the carrying amount of the assets in the unit
(or group of units) on a pro rata basis, except that the carrying
amount of an asset will not be reduced below its individual fair

value less costs of disposal (if measurable), or value in use (if

determinable).

Reversals of impairment losses

An impairment loss is reversed if there has been a favourable

change in the estimates used to determine the recoverable

amount.

A reversal of an impairment loss is limited to the asset’s
carrying amount that would have been determined had no
impairment loss been recognised in prior years. Reversals of

impairment losses are credited to profit or loss in the year in

which the reversals are recognised.

Annual Report 2015/2016 4E

2.

FERGFEOR ()

(®

HREWE (A1)

(i)

A1l 27 2 1 DA (7))

it ok (EL e 16

T B TR N Bl E A
YR 7 P e A (D ) EL T i ]
B JI R e R R AR N R
8 o AL 4 e LA R Y
(B 18T DA 2> e DA A% b 31471 B
B (B — AL B B HA B
MR ThT (D > M 5 Y R (B B
19 AR FL A A 2 T (BB
BORA (i ] &t &) > s fE
{H (i ] #E5E) o

13 [0] ) (L 15 12

Ak R A7 T e < A il
BRI S B o R (A 1 T
DL A o

Tl (L e 1 140 458 [ R i 7 248 1
A 32 TR0 17 S0 i 9 (L s 4B i
JRE 7 ) MR T o 9 (LS
TR (] A e R 438 ] 4R HH AR

Sz
f ©



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B B 955 A B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(®

(h)

Impairment of assets (Continued)
(iii)  Interim financial reporting and impairment

Under the Rules Governing the Listing of Securities on the
Stock Exchange of Hong Kong Limited, the Group is required
to prepare an interim financial report in compliance with
HKAS 34, Interim Financial Reporting, in respect of the first
six months of the financial year. At the end of the interim
period, the Group applies the same impairment testing,
recognition, and reversal criteria as it would at the end of the

financial year (see notes 2(g)(i) and (ii)).

Inventories

Inventories are carried at the lower of cost and net realisable value.

Cost is calculated using the first-in, first-out method and comprises
all costs of purchase, costs of conversion and other costs incurred in

bringing the inventories to their present location and condition.

Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and the

estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories
is recognised as an expense in the period in which the related revenue
is recognised. The amount of any write-down of inventories to net
realisable value and all losses of inventories are recognised as an
expense in the period the write-down or loss occurs. The amount of
any reversal of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised as an expense in

the period in which the reversal occurs.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

@

()

(k)

()

Trade and other receivables

Trade and other receivables are initially recognised at fair value and
thereafter stated at amortised cost using the effective interest method,
less allowance for impairment of doubtful debts, except where the
receivables are interest-free loans made to related parties without any
fixed repayment terms or the effect of discounting would be
immaterial. In such cases, the receivables are stated at cost less

allowance for impairment of doubtful debts (see note 2(g)).

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less
attributable transaction costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at amortised cost with any
difference between the amount initially recognised and redemption
value being recognised in profit or loss over the period of the
borrowings, together with any interest and fee payable, using the

effective interest method.

Trade and other payables
Trade and other payables are initially recognised at fair value and are
subsequently stated at amortised cost unless the effect of discounting

would be immaterial, in which case they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions, and
short-term, highly liquid investments that are readily convertible into
known amounts of cash and which are subject to an insignificant risk
of changes in value, having been within three months of maturity at
acquisition. Bank overdrafts that are repayable on demand and form
an integral part of the Group’s cash management are also included as
a component of cash and cash equivalents for the purpose of the

consolidated statement of cash flows.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
(m) Employee benefits

(®)

(i)

Short-term employee benefits and contributions to defined
contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions to
defined contribution retirement plans and the cost of non-
monetary benefits are accrued in the year in which the
associated services are rendered by employees. Where payment
or settlement is deferred and the effect would be material, these

amounts are stated at their present values.

Equity-settled share-based payments

Share options granted to eligible employees

The fair value of share options granted to employees is
recognised as an employee cost with a corresponding increase
in share option reserve within equity. The fair value is
measured at grant date using the trinominal option pricing
model, taking into account the terms and conditions upon
which the options were granted. Where the employees have to
meet vesting conditions before becoming unconditionally
entitled to the share options, the total estimated fair value of
the share options is spread over the vesting period, taking into

account the probability that the options will vest.

During the vesting period, the number of share options
expected to vest is reviewed. Any resulting adjustment to the
cumulative fair value recognised in prior years is charged/
credited to the profit or loss for the year of the review, unless
the original employee expenses qualify for recognition as an
asset, with a corresponding adjustment to the share option
reserve. On vesting date, the amount recognised as an expense
is adjusted to reflect the actual number of share options that
vest (with a corresponding adjustment to the share option
reserve) except where forfeiture is only due to not achieving
vesting conditions that relate to the market price of the
Company’s shares. 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 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 earnings.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(m) Employee benefits (Continued)

(n)

(0)

(iii) Termination benefits
Termination benefits are recognised at the earlier of when the
Group can no longer withdraw the offer of these benefits and
when it recognises restructuring costs involving the payments

of termination benefits.

Equity-settled share-based payments for share options
granted to eligible participant other than employees

Share options issued in exchange for services are measured at the fair
values of the services received, unless that fair value cannot be
reliably measured, in which case the services received are measured
by reference to the fair value of the share options granted. The fair
values of the services received are recognised as expenses, with a
corresponding increase in equity (share option reserve), when the
counterparties render services, unless the services qualify for

recognition as assets.

Income tax

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

income or directly in equity, respectively.

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

previous years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(o)

Income tax (Continued)

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

unused tax losses and unused tax credits.

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

utilised.

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

differences, unless it is probable that they will reverse in the future.

The amount of deferred tax recognised is measured based on the
expected manner of realisation or settlement of the carrying amount
of the assets and liabilities, using tax rates enacted or substantively
enacted at the end of the reporting period. Deferred tax assets and

liabilities are not discounted.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(0)

Income tax (Continued)

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

available.

Additional income taxes that arise from the distribution of dividends
are recognised when the liability to pay the related dividends is

recognised.

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

are met:

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

asset and settle the liability simultaneously; or

—  in the case of deferred tax assets and liabilities, if they relate to

income taxes levied by the same taxation authority on either:

—  the same taxable entity; or

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

simultaneously.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2. SIGNIFICANT ACCOUNTING POLICIES 2. FEREFHBOR ()
(CONTINUED)
(p) Financial guarantees issued, provisions and contingent (p) CAIEHBTBER - B MR
liabilities =¥
(i)  Financial guarantees issued i CIEHBHER

Financial guarantees are contracts that require the issuer (i.e.
the guarantor) to make specified payments to reimburse the
beneficiary of the guarantee (the “holder”) for a loss the holder
incurs because a specified debtor fails to make payment when

due in accordance with the terms of a debt instrument.

Where the Group or the Company issues a financial guarantee,
the fair value of the guarantee is initially recognised as deferred
income within trade and other payables. The fair value of
financial guarantees issued at the time of issuance is
determined by reference to fees charged in an arm’s length
transaction for similar services, when such information is
obtainable, or is otherwise estimated by reference to interest
rate differentials, by comparing the actual rates charged by
lenders when the guarantee is made available with the
estimated rates that lenders would have charged, had the
guarantees not been available, where reliable estimates of such
information can be made. Where consideration is received or
receivable for the issuance of the guarantee, the consideration
is recognised in accordance with the Group’s policies
applicable to that category of asset. Where no such
consideration is received or receivable, an immediate expense
is recognised in profit or loss on initial recognition of any

deferred income.

The amount of the guarantee initially recognised as deferred
income is amortised in profit or loss over the term of the
guarantee as income from financial guarantees issued. In
addition, provisions are recognised in accordance with note
2(p)(ii) if and when (i) it becomes probable that the holder of
the guarantee will call upon the Group or the Company under
the guarantee, and (ii) the amount of that claim on the Group
or the Company is expected to exceed the amount currently
carried in trade and other payables in respect of that guarantee
i.e. the amount initially recognised, less accumulated

amortisation.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial guarantees issued, provisions and contingent
liabilities (Continued)

(p)

(q)

(i)

Other provisions and contingent liabilities

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

settle the obligation.

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

probability of an outflow of economic benefits is remote.

Revenue recognition

Revenue is measured at the fair value of the consideration received or

receivable. Provided it is probable that the economic benefits will

flow to the Group and the revenue and costs, if applicable, can be

measured reliably, revenue is recognised in the profit or loss as

follows:

U]

(i)

(iii)

Sale of goods

Revenue is recognised when goods are delivered at the
customers’ premises which is taken to be the point in time
when the customer has accepted the goods and the related risk
and rewards of ownership. Revenue is recognised after value-
added tax or other sales taxes and is after deduction of any

trade discounts and net of sales return.

Provision of Chinese medical consultation services
Income from provision of Chinese medical consultation

services is recognised when services are provided.

Interest income
Interest income is recognised as it accrues using the effective

interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(r)

Translation of foreign currencies

Foreign currency transactions during the year are translated at the
foreign exchange rates ruling at the transaction dates. Monetary assets
and liabilities denominated in foreign currencies are translated at the
foreign exchange rates ruling at the end of the reporting period.

Exchange gains and losses are recognised in profit or loss.

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

dates the fair value was measured.

The results of foreign operations are translated into Hong Kong
dollars at the exchange rates approximating the foreign exchange
rates ruling at the dates of the transactions. Statement of financial
position items are translated into Hong Kong dollars at the closing
foreign exchange rates ruling at the end of the reporting period. The
resulting exchange differences are recognised in other comprehensive
income and accumulated separately in equity in the translation

reserve.

On the disposal of a foreign operation (i.e. a disposal of the Group’s
entire interest in a foreign operation, or a disposal involving loss of
control over a subsidiary that includes a foreign operation, or a partial
disposal of an interest in an associate that includes a foreign operation
of which the retained interest becomes a financial asset), all of the
exchange differences accumulated in equity in respect of that
operation attributable to the owners of the Company are reclassified

to profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(s)

()

Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset which necessarily takes a
substantial period of time to get ready for its intended use or sale are
capitalised as part of the cost of that asset. Other borrowing costs are

expensed in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a
qualifying asset commences when expenditure for the asset is being
incurred, borrowing costs are being incurred and activities that are
necessary to prepare the asset for its intended use or sale are in
progress. Capitalisation of borrowing costs is suspended or ceases
when substantially all the activities necessary to prepare the
qualifying asset for its intended use or sale are interrupted or

complete.

Related parties

(a) A person, or a close member of that person’s family, is related
to the Group if that person:
(i)  has control or joint control over the Group;
(i)  has significant influence over the Group; or

(iii) is a member of the key management personnel of the

Group or the Group’s parent.
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For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(t)
(b)

Related parties (Continued)
An entity is related to the Group if any of the following

conditions applies:

O]

(i)

(iii)

(iv)

)

(vi)

(vii)

(viii)

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

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

Both entities are joint ventures of the same third party.

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

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

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

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

The entity, or any member of a group of which it is a
part, provides key management personnel services to the
Group or to the Group’s parent.

Close members of the family of a person are those family members

who may be expected to influence, or be influenced by, that person in

their dealings with the entity.
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2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(w)

Segment reporting

Operating segments, and the amounts of each segment item reported
in the financial statements, are identified from the financial
information provided regularly to the Group’s chief operating
decision maker (“CODM?”) for the purposes of allocating resources
to, and assessing the performance of, the Group’s various lines of

business and geographical locations.

Individually material operating segments are not aggregated for
financial reporting purposes unless the segments have similar
economic characteristics and are similar in respect of the nature of
products and services, the nature of production processes, the type or
class of customers, the methods used to distribute the products or
provide the services, and the nature of the regulatory environment.
Operating segments which are not individually material may be

aggregated if they share a majority of these criteria.

3. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
In the current year, the Group has applied the following new and revised
HKFRSs issued by the HKICPA.

Amendments to HKAS 19

Defined Benefit Plans: Employee
Contributions

Amendments to HKFRSs Annual Improvements to HKFRSs
2010-2012 Cycle
Amendments to HKFRSs Annual Improvements to HKFRSs
2011-2013 Cycle
100 Annual Report 2015/2016 4= #t
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(CONTINUED)

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

Annual improvements to HKFRSs 2010-2012 Cycle and
2011-2013 Cycle

The two cycles of annual improvements contain amendments to nine
standards with consequential amendments to other standards. Among them,
HKAS 24, Related party disclosures has been amended to expand the
definition of a “related party” to include a management entity that provides
key management personnel services to the reporting entity, and to require
the disclosure of the amounts incurred for obtaining the key management
personnel services provided by the management entity. These amendments
do not have an impact on the Group’s related party disclosures as the Group
does not obtain key management personnel services from management

entities.

FINANCIAL RISK MANAGEMENT AND
CAPITAL DISCLOSURES

(a) Financial instruments by categories

& wtBOR S B K i i (78)

B TR SCHT A & A o A AR 4 T2 E T A s A S
At Y ) 2 A T A AR T A A BE B A
A B 2 BB A B ROIR UL B B S A
5 300 2 P SRAR o < DI I T R B o

HHHEREEN T -FFEFE
B-TAEENRE R R R
— AR ] 2 A P

obE TS 7 A R O 1 5% L IEL Y U B A 5T %
S EE Al Y U R B A A BT o Boob s IS
b I 24 SR T BEFE T LR
FE LU TRy | e SE IR B s &
TP T B RHS T R R R () T
VB S SRR 5k 98 A 5 B B AR A ) R AT
PO B ARBS T A 1 2 o ol A 4
A0 TP S A T B - %
e Al ST S A A T 1 B 7 2 % S A AT Ao
L-0%

2

S 265 D B A P e A %k R
(a) WHTHLM

2016 2015
SEAE CENA
HK$’000 HK$°000
R T kT
Financial assets W B
Loans and receivables B B R A
(including cash and bank balances) (ELF5 B 4 T SRAT &5 BR) 140,959 158,290
Financial liabilities iy 7 3=E iy
Amortised cost Fo S AR F 52,883 22,701
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4. FINANCIAL RISK MANAGEMENT AND
CAPITAL DISCLOSURES (CONTINUED)

Financial risk management and policies

102

(b)

The Group has exposure to the credit risk, liquidity risk, interest rate

risk and currency risk arising from financial instruments. The policies

on how to mitigate these risks are set out below. The management

manages and monitors these exposures to ensure appropriate

measures are implemented on a timely and effective manner.

®

Credit risk

Credit risk refers to the risk that a counterparty will default on
its contractual obligations resulting in financial loss to the
Group. The Group has adopted a policy of merely dealing with
creditworthy counterparties as a means of mitigating the risk of

financial loss from defaults.

In respect of trade and other receivables, in order to minimise
risk, the management has a credit policy in place and the
exposures to these credit risks are monitored on an ongoing
basis. Credit evaluations of the financial position and condition
of the customers and debtors of the Group are performed on all
customers and debtors requiring credit over a certain amount.
Debtors with overdue balances, which will be reviewed on a
case-by-case basis, are requested to settle all outstanding
balances before any further credit is granted. Normally, the

Group does not obtain collateral from customers.

In respect of trade and other receivables, the Group’s exposure
to credit risk is influenced mainly by the individual
characteristics of each customer. The default risk of the
industry and country in which customers operate also has an
influence on credit risk. At the end of the reporting period, the
Group has certain concentrations of credit risk of 54% (2015:
60%) of the total trade and other receivables was due from the
Group’s largest customer and 65% (2015: 74%) of the total
trade and other receivables due from the Group’s five largest

customers respectively.

Annual Report 2015/2016 4E

4. WE R K A BE R B A R (K

(b)

S 5 i A L % B

A% 3. T < T LT (1 R AT
15 BEIRBR ~ DY AR - R AR
T AEHE TR B o A0 {oT A% 26 JRLBG Y B
SRR SCHIB o R K
SR o TR IV KT AR OB 6 1
i -

G)  FEEE
5B R bR A S W E R AR
AT 10 35 A 45 [ R Al B S 4R
RV o A £E [ B BR AR UK
{88 B ( 2 AT 1 28 B 3 HEAT
ZE gy o AR T WSS R 2 4 A
BRI R

HIL MR AR 5 e JEC Al R Sk S T
B o e e R AR
LS O FEBUR > FR AR
BRSSO o AR
BT ZOR -2 EEBENE S
B AE B NHEAT A B 4R DL K2 AR
9 {5 BE Rl o 45T M8 590 4 DL 1
SE o A A B 0 B AR
TEAT AT — 20 {5 AT > ZHHE
BOREE T BT A 1 RS A R -
—ETE - AEEAE &
WS HE AT i o

98 B M O T B L At R AR T T
T A TR 37 A R R
W7 N TR A B
o KT EAT 3N R A R
I 5% S B R o 7 e
AR AR Z S TEE
A bl > Hoh A K &
J5 A1k R A TR L At R o 3 T
A 54% (0 F — T4
60%) > T A< 4E B 1K % P RIE
JARE M U e L Al R ik JE 4 AR
1 65% (%% —TL4E : 74%) o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
foh 1 S 0 R B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

4. FINANCIAL RISK MANAGEMENT AND
CAPITAL DISCLOSURES (CONTINUED)

(b)
(i)

(i)

Financial risk management and policies (Continued)

Credit risk (Continued)
The credit risk on balances of cash and cash equivalents and
bank deposits with maturity greater than three months is low as

these balances are placed with reputable financial institutions.

Further quantitative disclosures in respect of the Group’s
exposure of credit risk arising from trade and other receivables

are set out in note 18.

Liquidity risk

Individual operating entities within the Group are responsible
for their own cash management, including the raising of loans
to cover expected cash demands, subject to Board approval.
The Group’s policy is to regularly monitor current and
expected liquidity requirements and its compliance with
lending covenants to ensure that it maintains sufficient amount
of cash and adequate committed lines of funding from major
financial institutions to meet its liquidity requirements in
the short and longer term. The Group relies on its liquid funds
and bank borrowings as significant sources of liquidity. As
at 31 March 2016, the Group has available un-utilised
banking facilities of approximately HK$10,562,000 (2015:
HK$22,184,000).

The following table set out the Group’s remaining contractual
maturities at the end of the reporting period of the Group’s
non-derivative financial liabilities based on contractual
undiscounted cash flows (including interest payments
computed using contractual rates or, if floating, based on rates
current at the end of the reporting period) and the earliest date

the Group can be required to pay.
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4. FINANCIAL RISK MANAGEMENT AND
CAPITAL DISCLOSURES (CONTINUED)

4. WE R K A BE R B A R (K

(b) Financial risk management and policies (Continued) (b) A% R\ B 45 PR e BUER (45)
(ii)  Liquidity risk (Continued) (i) RBEEEBE (4F)
Specifically, for bank loans which contain a repayment on HE S A M AR R AT
demand clause which can be exercised at the bank’s sole e Y AT R R B R
discretion, the analysis shows the cash outflow based on the I ERATE K A B AT mT
earliest period in which the entity can be required to pay, i.e. if HE 70 358 21 10 B 0 R (Rp A &
the lenders were to invoke their unconditional rights to call the FONAFEAT i L eG4 HE R B ok
loans with immediate effect. The maturity analysis for other AV R ) BB &R
bank borrowings is prepared based on the scheduled repayment HABSR AT &S 2 8 H 2 #7 Hi
dates. FETEE A H R -
As at 31 March 2016 R —NFEZH =1 —H
Total
contractual
Within undiscounted Carrying
On demand 1 year cash flows amount
THRMB
Bl
JFEZ R —4ERN R HR T i
HK$°000 HK$°000 HK$°000 HK$°000
TFHT Tt T TF¥T
Trade and other payables JAE AT R B Al
JEAT IR - 15,985 15,985 15,985
Secured bank loans AT E R 35,261 = 35,261 35,261
Secured bank overdrafts HIANEATIE L 1,637 = 1,637 1,637
36,898 15,985 52,883 52,883
As at 31 March 2015 HoF—fFE=A=1—H
Total
contractual
Within  undiscounted Carrying
On demand 1 year cash flows amount
BHIRIB
B
JMEELR —4ER M HR T
HK$’000 HK$°000 HK$’000 HK$°000
T THTT THIT T
Trade and other payables B AT R B A
JEAH IR = 18,970 18,970 18,970
Secured bank loans I EITER 2,388 = 2,388 2,388
Secured bank overdrafts BT IE S 1,343 = 1,343 1,343
3,731 18,970 22,701 22,701

104 Annual Report 2015/2016 4= #t



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
foh 1 S 0 R B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

4. FINANCIAL RISK MANAGEMENT AND
CAPITAL DISCLOSURES (CONTINUED)

(b)
(i)

4. s b R B R B A R (A

Financial risk management and policies (Continued) (b) B b 5 B R BOR (48
Liquidity risk (Continued) (i) TREE B B ()
The table that follows summarises the maturity analysis of T M B A O SR AR R K
bank loans with a repayment on demand clause based on B IR AT B R % K T ke T s
agreed scheduled repayments set out in the loan agreements. 1) T 7 3 K IR (] 2 1 HS 1% 31 388
The amounts include interest payments computed using HorAT - A RS aiEEmn S
contractual rates. As a result, these amounts are greater than R REE WA LA W
the amounts disclosed in the “on demand” time band in the Ut o AR B AR Y LB H
above maturity analysis. Taking into account of the Group’s A T RESE SR | IR ] 460 R A
financial position, the directors of the Company do not TR A5 o BETT AN SE Y B
consider it probable that the bank will exercise its discretion to R VLAZ > AN Fl #E 58 S8R
demand immediate repayment. The directors of the Company AT AT A7 2 R R 222 0 1Y 155 ME
believe that such bank loans will be repaid in accordance with R BEMEAS K o A0 W) 55 A0
the scheduled repayment dates set out in the loan agreements. & HBHERAT RO SR IE &
o e T S 1) L AR K H
7% o
Maturity Analysis — Term Loans (excluding bank overdrafts) FI ] H 5397 — IRIFHE I 2
subject to a repayment on demand clause based on scheduled 57 R I SR 35 S G A B
repayments Bk (65 #RATI8 5)
More than ~ More than Total
lyearbut 2 yearsbut contractual
Within less than lessthan ~ More than undiscounted
On demand 1year 2 years 5 years 5 years cash flows
BHRIB
A B A B
HEE R —HR R AR T A AR TR
HK$000 HK$000 HK$°000 HK$°000 HK$000 HKS$’000
Tk Tk Tt Tt Tt Tt
31March 2016 —F—AFE=ZH=1—H - 6,778 3,770 11,309 17,031 38,888
31 March 2015 C“E-HEZA=Z+—H - 633 633 1,169 103 2,538
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FINANCIAL RISK MANAGEMENT AND 4. SR B A B B AN Pk R (FE)
CAPITAL DISCLOSURES (CONTINUED)
(b) Financial risk management and policies (Continued) (b) AR B As B R BUR (4)

(iii)  Interest rate risk BV

The Group’s interest rate risk arises primarily from bank
deposits, bank loans and overdrafts. Borrowings issued at
variable rates expose the Group to cash flow interest rate risk.
The Group does not use financial derivatives to hedge against
interest rate risk. The Group’s interest rate profile as monitored

by management is set out below.

(i)  Interest rate profile
The following table details the interest rate profile of the

Group’s borrowings at the end of the reporting period:

A A [ ) A B R AR B BRAT
ko~ SATER BB - 78
R AR Z Bl AR
JE B o A 4 T Sl A0 7 < il A
T R A JE B o A B
I RS SURIES Rk i
T3

i) FIEEN
A A 4R A £
R 1 T 4 S A A
M

2016 2015
TR N ST — AR

Weighted Weighted

average average

interest rate interest rate

RSP 25 1) 2 JNRESF-EF] 5
% HK$°000 % HK$’000
Tt THTT

Variable rate PR
borrowings:

Secured bank loans AR ERA T K 1.86% 35,261 1.34% 2,388
Secured bank overdrafts AR TIE L 1.54% 1,637 2.93% 1,343
36,898 3,731
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4. FINANCIAL RISK MANAGEMENT AND
CAPITAL DISCLOSURES (CONTINUED)
(b) Financial risk management and policies (Continued)
(iii)  Interest rate risk (Continued)

(ii)

Sensitivity analysis

At 31 March 2016, it is estimated that a general
increase/decrease of 100 basis points in interest rates for
variable rate bank borrowings, with all other variables
held constant, would decrease/increase the Group’s
profit after tax and retained earnings by HK$308,000
(2015: HK$31,000). Other components of consolidated
equity would not change in response to the general

increase/decrease in interest rates.

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred
at the end of the reporting period and had been applied
to the exposure to interest rate risk for variable rate
borrowings in existence at that date. The 100 basis
points increase or decrease represents management’s
assessment of a reasonably possible change in interest
rates. The analysis is performed on the same basis for
2015.

(iv)  Currency risk

(0)

Exposure to currency risk

Presently, there is no hedging policy with respect to the
foreign exchange exposure. The Group is exposed to
currency risk primarily through sales and purchases
which give rise to receivables and payables and cash
balances that are denominated in a foreign currency, i.e.
a currency other than the functional currency of the
operations to which the transactions relate. The
currencies giving rise to this risk are primarily United
States dollars (“USD”), Renminbi (“RMB”’) and Hong
Kong dollars (“HK$”).

In view of the recent measures undertaken by the PRC
Government to devaluate the Renminbi, management
will continue to manage and monitor such currency
exposure to ensure appropriate measures are

implemented in a timely and effective manner.
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4. FINANCIAL RISK MANAGEMENT AND

4. WE R K A BE R B A R (K

CAPITAL DISCLOSURES (CONTINUED)

(b)

Financial risk management and policies (Continued) (b)

(iv)

Currency risk (Continued)

(i) Exposure to currency risk (Continued)
The following table details the Group’s exposure at the
end of the reporting period to currency risk arising from
recognised assets or liabilities that are denominated in a
currency other than the functional currency of the entity

to which they relate. For presentation purposes, the

S 5 o A B B B (490)
(v) FEH R ()
(i) RZLEWIE S ()
DELZIES VS &
S0 IH) 55 0 L st DL A
I o1 B £ W LA SN £ W T
{0 F) L W 7 I A1
TR 32 JAB < k2 91 T

amounts of the exposure are shown in Hong Kong RN

dollars, translated using the spot rate at the year end

date.

Bl > 3 % AR5 H R R
ME 45 o

Exposure to foreign currencies
(expressed in Hong Kong dollars)

i 7 % B TR (A e )

2016 2015
ZR AN CE-TAE

USD RMB HK$ USD RMB HK$

R AR T ESTH NG T

HK$000 HK$000 HK$000 HK$000 HK$000 HK$000

S RT T T Tt Tt Tt

Cash and cash equivalents e RBEFED 46 249 1,710 1 170 424

Trade and other receivables JRESCHR B At B Wi 3 1,954 - - 1,563 - -

Trade and other payables JAE Ao B i At A+ (2,957) = = (1,875) (24) -
Net exposure arising from CHERERE kA

recognised assets and liabilities M A JL B v A (957) 249 1,710 (311) 146 424
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For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

FINANCIAL RISK MANAGEMENT AND 4. VB E B A BE R B A 8 (A

CAPITAL DISCLOSURES (CONTINUED)

(b) Financial risk management and policies (Continued) (b) B b 5 B R BOR (48

(iv)  Currency risk (Continued) (iv) B b (4E)
(ii)  Sensitivity analysis (i) BUERE T
The following table indicates the instantaneous change T FE A S B BLAR
in the Group’s profit after tax (and retained earnings) it A (B AR B8 vai 1)) PR B
that would arise if foreign exchange rates to which the 7 45 ] N A I & R R
Group has significant exposure at the end of the A KRB 2 AP HE >
reporting period had changed at that date, assuming all FANAE R H D B A )
other risk variables remained constant. In this respect, it A 2 VR B (R R T
is assumed that the pegged rate between the Hong Kong A H Al R B (R 3R A RN
dollar and the United States dollar would be materially ) o BRI E > Bk
unaffected by any changes in movement in value of the 6 I 3 0 [ 2 4 6 B %
United States dollar against other currencies. AN a7 300 S H Ah B8 W
ZAE A 5 B 2 AT AT 22 AL

ARTE R -

2016 2015
i S

Increase/(decrease) Effect on profit  Increase/(decrease) Effect on profit

in foreign after tax and in foreign after tax and

exchange rates  retained earnings exchange rates retained earnings

AMMRIER  BERBURERF K SMEERESS  BBRBLR R K

ERACFE) REENZEE EFCFER) REE A

HK$’000 HK$°000

TH#I0 T

RMB AR 5% 10 5% 6
(5%) (10) (5%) (©)

HKS$ T 5% 64 5% 16
(5%) (64) (5%) (16)
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For the year ended 31 March 2016 #{ % %

—ARE=ZA=ZT—HIREE

4. FINANCIAL RISK MANAGEMENT AND
CAPITAL DISCLOSURES (CONTINUED)

110

(b)

(c)

Financial risk management and policies (Continued)
(iv)  Currency risk (Continued)
(ii)  Sensitivity analysis (Continued)

Results of the analysis as presented in the above table
represent an aggregation of the instantaneous effects on
each of the group entities’ profit/loss after tax and equity
measured in the respective functional currencies,
translated into Hong Kong Dollars at the exchange rate
ruling at the end of the reporting period for presentation

purposes.

The sensitivity analysis assumes that the change in
foreign exchange rates had been applied to re-measure
those financial instruments held by the Group which
expose the Group to foreign currency risk at the end of
the reporting period. The analysis is performed on the

same basis for 2015.

Capital management

The Group’s objectives when managing capital are to ensure that
entities in the Group will be able to continue as a going concern while
maximising the return to the owners through the optimisation of the
debt and equity balance. The management reviews the capital
structure by considering the cost of capital and the risks associated
with each class of capital. In view of this, 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 as it sees fit and appropriate.

The Group monitors capital on the basis of the net gearing ratio. This
ratio is calculated as net debt divided by total capital. Net debt/(cash)
is calculated as total borrowings (including secured bank loans and
overdrafts (as detailed in note 21)) less cash and bank balances. Total
capital is calculated as “equity” as shown in the consolidated

statement of financial position plus net debt, if any.
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S5 JRL i A B B SR ()

(v) HWmbE (%)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B B 955 A B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

4. FINANCIAL RISK MANAGEMENT AND
CAPITAL DISCLOSURES (CONTINUED)

(c)

(d)

Capital management (Continued)
The net gearing ratio of the Group as at 31 March 2015 and 2016 are

S8 265 Dl B A L B e A 9 (45)

(c) BEAMEH (4]
RoF—HEZAZ - HE %

as follows: —ANEZA=Z+—H > REEWFE
EAMEILRNE

2016 2015

ZE N TR AR

HK$’000 HK$’000

Tt THT

Debts fEHs 36,898 3,731
Less: Cash and bank balances W BRE ERATAE B (102,114) (109,001)
Net cash Bl AR (65,216) (105,270)
Total capital JAwN LR 179,380 180,913
Net gearing ratio FEEAFILER N/A N/A

Neither the Company nor any of its subsidiaries are subject to

externally imposed capital requirements.

Fair value

The carrying amounts of the Group’s financial instruments carried at
cost or amortised cost are not materially different from their fair value
as at 31 March 2015 and 2016.

AR R SCHAT AT [ 24 ®) Y R <y
SR AN EARE

@ R
RE-F—HE=ZA=+—HE =%
—ANEZAZT—H o AL A
S PR A 91 R Y < L B 1
B E G TR 2 5 -
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For the year ended 31 March 2016 #{ % —F —/N4E=H = —H IL4F

112

CRITICAL ACCOUNTING ESTIMATES

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key

sources of estimation uncertainty at the end of the reporting period, that

have a significant risk of causing a material adjustment to the carrying

amounts of assets and liabilities within the next financial year.

(@)

(i)

Useful lives of property, plant and equipment and intangible assets

The Group’s management determines the estimated useful lives and
related depreciation and amortisation charges for its property, plant
and equipment and intangible assets. This estimate is based on the
historical experience of the actual useful lives of property, plant and
equipment and intangible assets of similar nature and functions. It
could change significantly as a result of technical innovations and
competitor actions in response to severe industry cycles. Management
will increase the depreciation and amortisation charge where useful
lives are less than previously estimated lives, or it will write-off or
write-down technically obsolete or non-strategic assets that have been
abandoned or sold.

Impairment of property, plant and equipment

The recoverable amount of an asset is the higher of its fair value less
costs of disposal and value in use. In assessing its 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, which requires
significant judgement relating to level of revenue and amount of
operating costs. The Group uses all readily available information in
determining an amount that is a reasonable approximation of the
recoverable amount, including estimates based on reasonable and
supportable assumptions and projections of revenue and operating
costs. Changes in these estimates could have a significant impact on
the carrying amounts of the assets and could result in additional

impairment charge or reversal of impairment in future periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B B 955 A B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

CRITICAL ACCOUNTING ESTIMATES
(CONTINUED)

Key sources of estimation uncertainty (Continued)

(iii)

(iv)

(v)

Impairment of intangible assets with finite useful lives

The Group tests whether the intangible assets which have finite useful
lives have suffered any impairment whenever there is any indication
that the intangible assets have been impaired. The Group has made
estimations and assumptions in relation to the potential future cash
flows of identifiable intangible assets. This assessment involves
estimations and assumptions relating to potential future revenues,
appropriate discount rates and the useful lives of such assets. The
recoverable amounts of these intangible assets have been determined
based on the value-in-use calculations, which have been estimated
using discounted cash flow method. The directors consider that the
recoverable amount exceeded the carrying amount of the intangible

assets and no impairment was recognised during the year.

Impairment of receivables

The Group estimates impairment losses for bad and doubtful debts
resulting from the inability of the customers and other debtors to
make the required payments. The Group bases the estimates on the
ageing of the receivable balance, debtors’ credit-worthiness, and
historical write-off experience. If the financial condition of the
customers and debtors were to deteriorate, actual impairment losses

would be higher than estimated.

Write down of inventories

The management of the Group reviews its inventories at the end of
each reporting period and write down inventories to net realisable
value. Management estimates the net realisable value for such items
based primarily on the latest invoice prices and current market
conditions. The Group carries out an inventory review on a product-
by-product basis at the end of each reporting period and make
allowance for obsolete items.

3 3¢ e WAl wt (%)

il &S B B R 3% 2 AR (A
(i) EARRAEFHAFH Z ST Dl i

@iv)

v)

ik A7 AT AT 5 S U ST S R
A5 B i Bt LA R T 47 ) 2 A
MY B A BUBUE o A F ]
sl 7] S8 T 7 YA R A B A AR U
lah B ABE o BLRPAG I RO 5
ZBAE AR R 0 B R AT
SEHE A R SR o W25 T
< AT [E] S R A R T  B 8 e U A
fili i 2 (o P AR (O o R
K METE S 2 TR o] e R R IR
T {E > #CAF S T R B (.

TNk T 14 i AEL

ACHE B TR % 5 B A A 5 N A A
Job 8 A5 Tt R S Tl M 1 %
AR o 7SR I RL A B SO T 2 R
&5 R HABATS N 2 A5 DL BB A
SRCER At — E AR 2 AhE o R
sCHAR OB A 2 B IRBLEAL - IE
RGAIEY s AT PN

R M

7S A UL S 4% i A S TR 45 5 A
wl FAr - 0 R A7 B A T 8 B
{H o 5 PR E SRR B 1 S A A
T B T YA A B I E A ) A B
(o AR FIA & HOE W &5 H 58
1E i BEYEEAT A7 B AR ) o S B
T H M 4
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2016 #{ % —F —/N4E=H = —H IL4F

5. CRITICAL ACCOUNTING ESTIMATES 5. BA#eEtihE (5
(CONTINUED)
Key sources of estimation uncertainty (Continued) RN EDSE R ¥ )]
(vi)  Current taxation and deferred taxation (vi) BTl I e 408 A ol T

Judgement is required in determining the amount of the provision for
taxation and the timing of payment of the related taxation. There are
many transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of business.
Where the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will impact the
income tax and deferred tax provisions in the periods in which such

determination are made.

Deferred taxation relating to certain temporary differences and tax
losses are recognised as management considers it is probable that
future taxable profit will be available against which the temporary
differences or tax losses can be utilised. Where the expectation is
different from the original estimate, such differences will impact the
recognition of deferred taxation in the periods in which such estimate
is changed.

Provisions for goods return

The Group makes provisions for goods return based on a percentage
of sales and information on actual consumer returns of goods to
estimate return percentages. The provision is calculated based on
these factors and is adjusted for any fluctuations in the returns
estimated by management as of the end of each reporting period. The
estimate has been made on the basis of historical trends of return and
may vary as a result of new product components, altered
manufacturing process, other events affecting product quality or
change in consumer behavior.

In evaluating the adequacy of the provision, the Group prepares an
analysis to determine the reasons for unutilised provisions. If the
analysis determines that some carry forward provision amounts were
no longer appropriate based on actual claims experience, proper

adjustments will be made to release the over-accrued portion.
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6.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REVENUE

B B B 955 A B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

The Group is principally engaged in the sale, marketing and distribution of

health and beauty supplements and products mainly in Hong Kong, Taiwan

and the PRC. The products are mainly sold and distributed under the

proprietary brand names of the companies within the Group and the private

label brands specifically designated for the Distribution Facilitator.

Revenue represents the invoiced value of sales of health and beauty

supplements and products, less sales returns and discounts and value-added

tax and other sales taxes for the year. An analysis of revenue is as follows:

L&

ALEE E TR > B8 S B
TR T o0 i AR A 7 T A B SR 2 i B i o
A7 B i ) T B DAAS SR B A% 4 R
A it A A L B ST Loy B AR T Y
i WA AT B B T 0

e 4 PR A FE T A B % 2 4 o T E o 1
B BEIEAE - FUBRAE N8 IR 10 R A 40 R 4
(EBE B A BB« Wi AT 3

2016 2015
SENE SR
HK$°000 HK$°000
TH#T THsoC
Health supplements PRAERE 160,870 194,500
Beauty supplements and products FEAAH B 27,484 31,011
Others HAth 1,604 2,166
189,958 227,677
OTHER REVENUE AND OTHER NET INCOME 7. H At W £ B 4t e A5 2
2016 2015
TERNE AR
HK$’000 HK$’000
T#T THTT
Other revenue Hpd i
Bank interest income SRAT RS U A 106 258
Total interest income on financial assets not at 3G I AT(E K8 1 4 A BRI
fair value through profit or loss S ¥ RS A SRR 106 258
Sundry income HETE A 839 401
Waiver of accruals HoAh FEFH 2 B 29 -
1,024 659
Other net (loss)/income HAt (58), WA T4
Net loss on disposal of subsidiaries REREY /Al o) o = RE R
(note 27(a) & (b)) (FfF 3 27(a) Bz (b)) 919) -
Net loss on disposal of property, plant HEWEE - BUE SR 1 s R
and equipment (82) 3)
Exchange gain, net B 5o,k 4 - VA 181 71
(820) 68
204 727
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Aok 1 S 2% R B

For the year ended 31 March 2016 #{ % —F —/N4E=H = —H IL4F

8. PROFIT BEFORE TAXATION 8. BB iz A1
Profit before taxation is arrived at after charging/(crediting) the followings: % B0 A 5 R TS &R0 (FEA) LR £ T8 %
%
2016 2015
RN TR
HK$’000 HK$’000
T TFsoT
(a)  Staff costs: (a) BTk :
Salaries, allowances, and other benefits Brdr -~ G A AR AR A
(including directors’ emoluments (note 9)) (ELFEHE M4 (B 5E9)) 52,257 54,296
Contributions to defined contribution FE R LR AT S A
retirement plans 2,043 1,934
54,300 56,230
(b)  Other items: b HABIEH :
Auditors’ remuneration A% SR 1,090 940
Cost of inventories (notes (i) below and 17(b)) TEE A (RN SCH5E () M
B 3T 17(b)) 42,956 50,805
Depreciation on property, plant and equipment W2k - WUE BT 3,015 2,186
Amortisation of intangible assets e TV ' B 134 114
Provisions for goods returns EREEr ) 1,947 1,686
Operating lease charges: minimum lease payments SOETHE B - R RAR 4 3,181 1,480
Research and development costs T35 BH % 2,131 3,146
Equity-settled share-based payments DA &E S LU B0y S
— consultant Z B — - 1,075
Impairment loss on trade receivables JRE S i 42 102
Reversal of impairment loss on trade receivables 125 [ B USRI (L ) -
Impairment loss on property, plant and equipment W~ MBS e 1,271 -
Rent for special designated counters I 38 S A A 4 25,504 22.493
(¢)  Finance costs: () MhEHA -
Bank overdraft interest SRATIE AR 8 227
Interest on bank loans SRAT RN ALE 537 74
Total interest expenses on financial liabilities 3 I PLAPE RS I8 45 AR
not at fair value through profit or loss A B4 A 11 1)U B S AR 545 301

Note:

@) For the year ended 31 March 2016, cost of inventories includes HK$5,322,000 (2015: (i)
HK$5,355,000) relating to staff costs, depreciation and provision for goods return,
which amount is also included in the respective total amounts disclosed separately

above for each of these types of expenses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B B 955 A B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

DIRECTORS’ AND CHIEF EXECUTIVE

OFFICER’S EMOLUMENTS

9. I RATEAKRME

Directors’ emoluments disclosed pursuant to section 383(1) of the Hong HRPECO 7B ) 56 383(1) 1 Jed /s 7] (3 7%
Kong Companies Ordinance and Part 2 of the Companies (Disclosure of o R 45 R ) H) B T A3 4 5 1Y) B
Information about Benefits of Directors) Regulation are as follows: B4R

For the year ended 31 March 2016

BEZR-AFZA=Z+—HILEE

Salaries,
allowances Retirement
Discretionary and benefits scheme
Fees bonuses in kind contributions Total
Fid o~ HeEh LN
i B AL AL REWHE Bk At
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
T T SR TV T T
Chairman, chief executive officer T TR
and executive director HiTEE
Mr. Chan Yan Tak [ el i 4 A = = 1,800 18 1,818
Executive directors HITEF
Mr. Wong Mau Tai R TR = - 916 18 934
Mr. Foo Chi Ming B A
(Note i) (BiF5ELD) - - 900 14 914
Mr. Lim Ming Shing, Tony MR IEAE
(Note i) (Wit i) - - 235 5 240
Mr. Lee Chi Hang, Sidney e e
(Note iii) (Bt i) = - 239 2 241
Non-executive director FHITEF
Madam Tsang Pui Man iE &+ 240 = = = 240
Independent non-executive directors  J 1 JE 817 & H
Mr. Wei Jianan BH LA
(Note iv) (P& iv) 231 = = = 231
Professor Ng Ka Ming RELEIR 280 - - = 280
Mr. Cheng Kwok Kin, Paul R 4 R 280 - - - 280
1,031 - 4,090 57 5,178
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Aok 1 S 2% R B

For the year ended 31 March 2016 # % —F —/NE=H =+ — H L4

9. DIRECTORS’ AND CHIEF EXECUTIVE 9. I RATHAERMN S (A)
OFFICER’S EMOLUMENTS (CONTINUED)
For the year ended 31 March 2015 BEZ-HE=ZA=Z+—HILEE
Salaries,

allowances Retirement
Discretionary ~ and benefits scheme
Fees bonuses inkind  contributions
B HAb R
i WIEAL  REWEA] MK

Total

At

HKS$°000 HK$°000 HK$°000 HKS$°000 HK$'000
Tk Tt T Tt Tt

Chairman, chief executive officer T TR R
and executive director HfT#EH

Mr. Chan Yan Tak BB S A - 150 1,800 18 1,968

Executive directors HITHEE

Mr. Wong Mau Tai Wk SEE - 60 840 18 918

Mr. Foo Chi Ming HENEE - 100 1,200 18 1,318

Non-executive director FHfTH#HE

Madam Tsang Pui Man B - 240 - - - 240

Independent non-executive directors WL FHITHEE

Mr. Wei Jianan i bt 240 - - - 240

Professor Ng Ka Ming RELBIR 240 - - - 240

Mr. Cheng Kwok Kin, Paul IR 5 e A 240 - - - 240

960 310 3,840 54 5,164

Notes: Bt GE

(i) Mr. Foo Chi Ming was resigned as the executive director of the Company on 1 @) A R T —RE—H — HBHEA L
January 2016. FAJATHE -

(i)  Mr. Lim Ming Shing, Tony was appointed as the executive director of the Company (i)  MREGFEAENR B —RE—H - HIERT S
on 1 January 2016. AN FRATES -

(ili)  Mr. Lee Chi Hang, Sidney was appointed as the executive director of the Company (i)  FHEELAER E—NE—H -+ HERT
on 20 January 2016. BANFATHE -

(iv)  Mr. Wei Jianan deceased on 2 February 2016. (iv) BN ZE N H O H FE o

During the year, no director of the Company has waived any emoluments AN T AT RS R EEAT T A > AR

and no emoluments were paid or payable by the Group to any of the A [E] NI 7] ] B8 25 3 A b AT T i 4

directors as an inducement to join or upon joining the Group, or as A 25 1% 55 TN A 7S 4 8 sl A A £ (9] R 1Y) 38

compensation for loss of office. JE B A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

10. INDIVIDUALS WITH HIGHEST
EMOLUMENTS

Details of the emoluments paid to the five highest paid individuals

10. mH AL

I6] 0.4 fi e 38 A\ b (L 38 2 o B HC A AE 5

(including directors and other employees) are as follows: P S AT AR I T -

2016 2015
SR N SR HAR
HK$°000 HK$’000
Tt TFisoc
Discretionary bonuses 15 fE AT - 520
Salaries and other emoluments Hr g T H A 4 7,066 6,421
Contributions to retirement benefits scheme JRREE Bk 90 85
7,156 7,026

Number of directors EE-UN 2

Number of employees =P 3 3
5 5

During the year, no emolument was paid to the five highest paid individuals
(including directors and other employees) as an inducement to join or upon
joining the Group or as compensation of loss of office and no bonus was
paid or payable by the Group to the five highest paid individuals based on

the performance of the Group.

The emoluments of the 3 (2015: 3) individuals other than directors with the

highest emoluments are within the following bands:

AR > A I A R AL (RS
BeHAbAR B ) SAT M 5 A i A A 4 o 11 3
JE B8R 5 | A A AR T ) 5 e A A £
I AR AR S T ) S AT 1) T 4% B s 7 A
AT SRR AEAL -

IREHINL (T F A 300 AL OR
FAEHE ) FIME A EIALA

2016 2015

ZERNE ZE T

Number of Number of

individuals individuals

N N#

HK$1,000,001 upto HK$1,500,000 1,000,001 ¥ 7T % 1,500,000 ¥ 7T 2 3
HK$2,000,001 upto HK$2,500,000 2,000,001 ¥ 75 % 2,500,000 #5 7T 1 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Aok 1 S 2% R B

For the year ended 31 March 2016 #{ % —F —/N4E=H = —H IL4F

11. TAXATION

Income tax in the consolidated statement of profit or loss represents:

120

11. BiJH

(a)

AR B R R NPT R B -

2016 2015
TN e TS
HK$’000 HK$’000
T#t T#EIC
Current tax B3I B I
Hong Kong Profits Tax AR 2,613 8,046
PRC Enterprise Income Tax o B A SE PR A 1,441 1,222
Overprovision in respect of prior years DLAEAE BE W 4340 0 B
Hong Kong Profits Tax U S = (874)
Deferred taxation (note 23) WEAERLIE (M 7L 23)
Origination of temporary differences W7 Ry 2 B EE A 260 -
4,314 8,394

The provision of Hong Kong Profits Tax is calculated at 16.5%

(2015: 16.5%) of the estimated assessable profits for the year.

The provision for PRC Enterprise Income Tax (the “EIT”) is
calculated at the standard rate of 25% (2015: 25%) on the estimated

assessable profit for the year as determined in accordance with the

relevant income tax rules and regulations of the PRC.

No provision for profits tax in the Cayman Islands, the British Virgin

Islands (“BVI”), Malaysia and Taiwan have been made as the Group

has no income or profit assessable for tax in these jurisdictions for the

years ended 31 March 2015 and 2016.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
foh 1 S 0 R B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

(a)

11. TAXATION (CONTINUED) 11. BiYE (748)
(Continued) (@ (&)
Reconciliation between tax expenses and accounting profit at the i TE BE 7 B 4 00 Bl R R Y e sk
applicable tax rates: FIEIEW T -
2016 2015
ZERAE e S TS
HK$’000 HK$°000
TH#IT THsoC
Profit before taxation i il i 1) 14,735 39,915
Notional tax on profit before taxation, 53 A i i A 0 B s B I > 4% 3 A AE
calculated at the rates applicable to profits B2 T8 A R RE I A 8 R B R T
in the tax jurisdictions concerned 2,876 7,007
Tax effect on non-taxable income PR RRBLI A W B 5 2 (396) (64)
Tax effect on non-deductible expenses N R] N BH S A BHS s B 2,207 436
Tax effect of tax losses not recognised I T R T e 1R ) B TS g 2 370 1,872
Tax effect of temporary differences recognised £ HfE % B R 25 B (1) Fd 155 5 288 8) -
Special tax deduction FRRBLTS TR (120) (100)
Overprovision in respect of prior years DA A B () 4 Al 1 = (874)
Utilisation of tax losses not Ty R A8 R i RR A TE A 4R
previously recognised (641) -
Others HAt 26 117
Actual tax expense THEBLIE S 4,314 8,394

(b)

Tax (recoverable)/payable in the consolidated statement of financial

position represents:

(b)  AREEABHRILR M (AT lml) e A

BiIHE

2016 2015
TR R RAE
HK$’000 HKS$’000
T#L Tt
At beginning of the year A7) 4,251 (2,218)
Provision for the year AN A 4,054 9,268
Overprovision in respect of prior years DL A B ) 4 i ot — (874)
Tax paid EfTBLIE (13,220) (1,925)
Exchange adjustments [iFE 5, 4 R (87) -
At end of the year R (5,002) 4,251
RM Group Holdings Limited fgg s S MR A MAR 121



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Aok 1 S 2% R B

For the year ended 31 March 2016 # % %

12.

122

—ARE=ZA=ZT—HIREE

DIVIDENDS

At a meeting held on 24 June 2014, the Board recommended the payment of
a special dividend of HK4.0 cents per ordinary share of the Company
(totalling HK$20,600,000) for the year ended 31 March 2014 (“2014 Special
Dividend”), which was then approved by the shareholders of the Company
in the annual general meeting held on 4 August 2014. The 2014 Special
Dividend was paid and reflected as an appropriation of retained earnings
during the year ended 31 March 2015.

At a meeting held on 19 June 2015, the Board recommended the payment of
a final dividend of HK2.5 cents per ordinary share of the Company (totalling
HK$12,907,500) for the year ended 31 March 2015 (“2015 Final
Dividend”), which was then approved by the shareholders of the Company
in the annual general meeting held on 4 August 2015. The 2015 Final
Dividend was paid and reflected as an appropriation of retained earnings
during the year ended 31 March 2016.

The Board does not recommend the payment of any dividend for the year
ended 31 March 2016.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

13. EARNINGS PER SHARE

(a)

(b)

B B B 955 A B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

Basic earnings per share
The calculation of basic earnings per share is based on the profit
attributable to owners of the Company of HK$10,421,000 (2015:
HK$31,521,000) and the weighted average number of ordinary shares
in issue of 516,271,585 ordinary shares (2015: 515,028,767 ordinary
shares), calculated as follows:

(a)

13. &AM

BB FEA A

B I HA g R RARTE A A A\
5 21 10,421,000 9 JC (& —H4E -
31,521,000 #5 70) K B2 854738 48 it 2 Jin
HEF-48516,271,585 % (—F—FL4F
515,028,767 1) w5 > FHEWT ¢

Weighted average number of ordinary shares (basic) BRI RN T 25 8 (FEAK)
2016 2015
SR AN e S KIS
Number of Number of
shares shares
et 5 H li:ghe 4]
Issued ordinary shares at 1 April FAH —H 2 B 2317538 i 515,500,000 515,000,000
Effect of shares issued under share option LA I P M |- 1) o 8 A 7 1 £
scheme (note 24(a) and (b)) Z B ([ 5T 24(a) & (b)) 771,585 28,767
Weighted average number of ordinary shares [ EPa 3l
in issue JIRE- 8 516,271,585 515,028,767
Diluted earnings per share (b) BB AR

The calculation of diluted earnings per share is based on the profit
attributable to owners of the Company of HK$10,421,000 (2015:
HK$31,521,000) and the weighted average number of ordinary shares
outstanding after adjustment for the effects of all dilutive potential
ordinary shares, calculated as follows:

53ie A RRIPRY IS FIN/NCIE: RS PN
52 10,421,000 ¥ 0 (=& — HAF
31,521,000 #& 7T ) M 48 i A5 4% 78 B AE
S P B R ) R A 1 3 e 2 i
RG> ST

Weighted average number of ordinary shares (diluted) BRI TR ()
2016 2015
A B T
Number of Number of
shares shares
Je 4y 9 H Bt i H
Weighted average number of 20 R INRE - X B (AR
ordinary shares (basic) 516,271,585 515,028,767
Effect of deemed issue of shares under AR ) Wi A T ) DA A
the Company’s share option scheme B BB AT e 2
for nil consideration 479,678 2,133,510
Weighted average number of A R T 25 (SR
ordinary shares (diluted) 516,751,263 517,162,277
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2016 #{ % —F —/N4E=H = —H IL4F

14.

124

EMPLOYEE RETIREMENT BENEFITS

Defined contribution retirement plan

The Group operates a Mandatory Provident Fund Scheme (“the MPF
scheme”) under the Hong Kong Mandatory Provident Fund Schemes
Ordinance for employees employed under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF scheme is a defined contribution
retirement plan administered by independent trustees. Under the MPF
scheme, the employer and its employees are each required to make
contributions to the plan at 5% of the employees’ relevant income, subject
to a cap of monthly relevant income of HK$30,000 (HK$25,000 prior to

June 2014). Contributions to the plan vest immediately.

The employees of the Group’s subsidiaries in the PRC are members of a
state-managed retirement benefit scheme operated by the government of the
PRC. The subsidiaries are required to contribute a specified percentage of
payroll costs to the retirement benefit scheme to fund the benefits. The only
obligation of the Group with respect to the retirement benefit scheme is to

make the specified contributions.

The total expense recognised in profit or loss of HK$2,043,000 (2015:
HK$1,934,000) represents contributions payable to these plans by the Group
at rates specified in the rules of the plans. As at 31 March 2016,
contributions of HK$177,000 (2015: HK$159,000) due in respect of the
year ended 31 March 2016 had not been paid over to the plans. The amounts

were paid subsequent to the end of the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
foh 1 S 0 R B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

15. PROPERTY, PLANT AND EQUIPMENT

15. W3k ~ Wb Ko wk i

Leasehold
land and
buildings
held for own Furniture,
use carried Leasehold Plantand  fixtures and Motor
at cost improvements machinery equipment vehicles Total
AT
FEIEE T
GiiNE e I e
Bt HERE BN &1 Hif At
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
Tt Tt Tt Tt Tt Tt
At 1 April 2014 REZE—EmA—H 14,115 4,058 931 2,609 850 22,563
Additions RE - 1,694 336 387 351 2,768
Disposals He - - - ) - 4)
At 31 March 2015 and 1 April 2015 B oE-RE=H=+—H
R=Z—HAEMA—H 14,115 5752 1,267 2,992 1,201 25327
Additions WE - 2974 90 1,276 3,283 7,623
Purchase of assets through acquisition Y5t B/ 2 7 i B i
of a subsidiary (note 26) (Fft 3t 26) 34,649 - - - - 34,649
Disposals i - - 3) (124) (149) (276)
Derecognised on disposal of o B i e A ) A% - R
a subsidiary (note 27(b)) (Bt 3E27(b)) - (1,341) 42) (125) - (1,508)
Exchange adjustments S - - - 3) - &)
At 31 March 2016 REE—ARE=A=F—H 48,764 7,385 1312 4,016 4335 65,812
Accumulated depreciation and ZEHTE R R
impairment loss
At 1 April 2014 REZ—ENA—H 1,496 2,018 598 1,330 85 5,527
Charge for the year R 379 915 213 457 222 2,186
Written back on disposals H A 53 o] - - - o - (1)
At31 March2015and 1 April 2015 HZEF—HE=A=1—H
R_F—TEN—H 1,875 2,933 811 1,786 307 7,712
Charge for the year R 979 935 221 464 416 3,015
Written back on disposals H IR J8 ] - - 3) (45) (100) (148)
Written back on disposal of 5 R A 4
a subsidiary (note 27(b)) (BsE27(b)) - (375) (18) (26) - (419)
Impairment loss R 1271 - - - - 1271
Exchange adjustments T 5, 3 8 - - - (1) - (1)
At 31 March 2016 RoFE-AF=ZA=1—H 4,125 3493 1,011 2,178 623 11,430
Carrying amount M T fH
At31 March 2016 REEARE=A=1—H 44,639 3,892 301 1,838 3,712 54,382
At 31 March 2015 RoF-HEZA=+—H 12,240 2,819 456 1,206 894 17,615

As at 31 March 2016, the Group has pledged its leasehold land and buildings
held for own use with carrying amount of HK$44,639,000 (2015:
HK$5,939,000) to a bank to secure banking facilities granted to the Group

(Note 21).

ACARE T A AT ER A BT A AL R

PR

R T HE 452 SRAT AL O 4R 4T

fh o HAREER —F—ANE=A=1+—H
544,639,000 % TG (=% — i 4F © 5,939,000
#0) (ffaE21)

RM Group Holdings Limited £ 5% 3% 45 3 3 it A BR 2 7]
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2016 # % —F —/NE=H =+ — H L4

15. PROPERTY, PLANT AND EQUIPMENT 15.

16.

126

(CONTINUED)

Impairment loss of property, plant and equipment

The value of property, plant and equipment is assessed at the end of each

reporting period for any indications of impairment. In consideration of the

recent changes in the Hong Kong economy and the property market, the

Group assessed the recoverable amounts of the leasehold land and buildings

in Hong Kong and as a result the carrying amount of certain items of

leasehold land and buildings were written down to their recoverable amount
of HK$32,779,000. An aggregate impairment loss of HK$1,271,000 was

recognised in “administrative expenses”. The estimates of recoverable

amount were based on the fair values less costs of disposal of the leasehold

land and buildings, using market comparison approach by reference to

recent sales price of comparable properties on a price per square foot basis

using market data which is publicly available, adjusted for a premium or a

discount specific to the quality of the leasehold land and buildings. The fair

value on which the recoverable amount is based on is categorised as a

Level 3 measurement.

W3k ~ Ws Bk il (78)

W~ W B R A DA s 4E
TR R I A5 B B R Rk
B B BEAG 2 5t BUT (B B 5 - %
i B AT SR A T AR e ST I B AL A
S5 T FEAG 077 A 7 00 4 AL B b i
P4 T A T 4 28 8107 19 L vl 38 4 L 4 b, e g
T 1 R TR (st 2 T i T 46 %8 32,779,000 5
JC o O e R 48 3 U6k 165 18 1,271,000 5 o6 2%
(TR 32 ) o Al 55 m] i el 5 A A 3619
ON VAR Dol S AR A B S T T L
5030 B0 225 340 W T 25 1A m] O R n] A BRI
Py el R - DL K DY) SR BT E AR
i 12 8 S B R o i ] 4 R Y N ST (LY
SRR S = -

INTANGIBLE ASSETS 16. WEE E
HK$’000
THTT
Cost JRAS
At 1 April 2014, 31 March 2015 REFENH—H -
and 1 April 2015 ZE-RFEEHET AR
ZE—HFNA—H 800
Additions WHE 200
At 31 March 2016 R oE-NEZH=+—H 1,000
Accumulated amortisation HEH S
At 1 April 2014 A E UM A —H 57
Charge for the year AF TR BB 114
At 31 March 2015 and 1 April 2015 AT -NEZA=+—H K
S —HAFH—H 171
Charge for the year GERIINES 311 134
At 31 March 2016 W _E=NFE=ZH=1—H 305
Carrying amount HR I
At 31 March 2016 R_E—ANFEZH=1+—H 695
At 31 March 2015 R_F—AFE=ZH=+—H 629
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
foh 1 S 0 R B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

16. INTANGIBLE ASSETS (CONTINUED)

Intangible assets represent the product development rights acquired by the

17.

Group.

The amortisation charge for the year is included in “administrative

expenses”.

INVENTORIES

(a)

(b)

Inventories in the consolidated statement of financial position

comprise:

16. EIEE & (5)

ST S s AR S PN L i R R

RS RTA TATELB S ] -

17. H#&

@) AREMEHRILR AN B

2016 2015

SR AN SR HAR

HK$°000 HKS$°000

T THIT

Raw materials JE KL R 15,940 13,895
Finished goods L 4,369 2,248
20,309 16,143

The analysis of the amount of inventories recognised as an expense (b)  CHERR B B SO A SR & 1 4 S A

and included in the consolidated statement of profit or loss and other

comprehensive income is as follows:

S R R A RSB ATUR

2016 2015

SENE CE TR

HK$°000 HK$’000

T Fisoc

Carrying amount of inventories sold BN IRHE(E 40,179 49221

‘Write-down of inventories AT & 4,386 3,915
Reversal of write-down of inventories (note i) MU 77 B8 [l (B 5E1) (1,609) (2,331)

42,956 50,805

Note: [ 5E -
(i) The amount was resulted from the utilisation of obsolete inventories that (i) A7 B S B B T B A A R O

were written down in prior years.

BB AT £ o
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For the year ended 31 March 2016 # % —F —/NE=H =+ — H L4

13.

128

TRADE AND OTHER RECEIVABLES

18, WA sk B HL Al WALk JE

2016 2015

RN R —HAE

HK$’000 HK$’000

T Tt

Trade receivables JRE AT B K 35,015 47,853
Less: Allowance for doubtful debts W R AR (139) (102)

34,876 47,751

Other receivables A R Uk 2R OE 3,969 1,538

Loans and receivables A R R S T 38,845 49,289

Prepayments FEA 3T 6,589 9,684

Deposits Eire 6,524 7,382

13,113 17,066

51,958 66,355

2016 2015

A e S T

HK$’000 HK$’000

F¥HT Fisoc

Analysis of trade and other receivables: JREMSC R R B A JRE SR A BT G

Non-current portion FE L By B 1y 2,422 2,817

Current portion L 49,536 63,538

51,958 66,355

The amount of the Group’s deposits and prepayments expected to be
recovered or recognised as expense after more than one year is
HK$1,074,000 (2015: HK$911,000) and HK$1,348,000 (2015:
HK$1,906,000) respectively. All of the other trade and other receivables are

expected to be recovered or recognised as expense within one year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B B 955 A B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

18. TRADE AND OTHER RECEIVABLES

18, WA sk B L Al W WAk JEE (758

(CONTINUED)
(a) Ageing analysis (a) HREHT
Included in trade and other receivables are trade receivables (net of TSR A A5 B BE IR R e HoA
allowance for doubtful debts) with the following ageing analysis JRE AR T PP R R 2 MR R R (A BR 2R
presented based on invoice date as at the end of the reporting period: R84 ) $e 38 25 [ 1 2 41 1) BE 1% 0 A
s
2016 2015
TR R
HK$’000 HK$’000
T THsoT
0-30 days 0%30H 17,556 39,374
31-60 days 31260 H 6,451 7,728
61-90 days 61 290 H 7,102 5
91-180 days 91 £ 180 H 199 252
181-365 days 181 365 H 2,971 25
Over 365 days i 365 H 597 367
34,876 47,751
Trade receivables are normally due within 0-90 days from the date of JRE AT H 3k — Mt 2 H HARE 510 2 90
billing. Further details on the Group’s credit policy are set out in note HNENH o AL BEREORIE—
4(b)(i). FEIE AR 40)) ©
(b) Impairment of trade receivables (b) BEWURFRIRAE

Impairment losses in respect of trade receivables are recorded using
an allowance account unless the Group is satisfied that recovery of
the amount is remote, in which case the impairment loss is written off

against trade receivables directly (see note 2(g)).

JRE AT SR )k (LA 4L )% {6 1 AR IR A
MR > BRI AR S I8 Wi el R Y ]
PEARK > A I - W ERE R TS
L BELRE WSO AR (LR RE 2(g))

Movements in the allowance for doubtful debts R A3 i 5
2016 2015
) CER—RAE
HK$°000 HKS$’000
TH#oT THTT
At 1 April WY HA—H 102 -
Impairment loss recognised & R B e 1 42 102
Reversal of impairment loss recognised 13 ] AR W 18 ©)] -
At 31 March W= == 139 102
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For the year ended 31 March 2016 #{ % —F —/N4E=H = —H IL4F

18. TRADE AND OTHER RECEIVABLES
(CONTINUED)

(b) Impairment of trade receivables (Continued)

(0

130

As at 31 March 2016, trade receivables of the Group amounting to
HK$139,000 (2015: HK$102,000) were individually determined to
be impaired. The individually impaired receivables were outstanding
for over 365 days. Accordingly, specific allowances for doubtful
debts of HK$42,000 (2015: HK$102,000) were recognised.

18, W e sk B L i JE Bk I (76
(b) WO A (%)

MoE—-NEZA=Z+—H > REM
A 139,000 5 7 (& — T4 © 102,000
50 ) IR e B g A i e e o
I8 71 s B Wi K T i 0 B A 365
Hoe Rt & #t42,000% 0 — %
— LA 1 102,000 ¥ J0) 1Y 2R HERERR A
TETE o

Trade receivables that are not impaired (c) AU M WO R K
The ageing analysis of trade receivables that are neither individually S SRR A sl [ 4 AR AR 2 TR P B i
nor collectively considered to be impaired are as follows: HREK A HRES S0 Al F
2016 2015
TRNEE TR HAR
HK$’000 HKS$°000
T#T THTT
Neither past due nor impaired o 4 W IR 9 (L 24,021 47,107
Past due but not impaired 4 B3R R
Less than 1 month past due R R (D! 18 75
1 to 3 months past due w1 E 3 A 7,268 177
3 months to 1 year past due pok i RE F PR e 3,569 25
Over 1 year past due 78] 1 4 - 367
34,876 47,751

Receivables that were neither past due nor impaired relate to a range

of customers for whom there was no significant history of default.

Receivables that were past due but not impaired relate to a number of
independent customers that have a good track record with the Group.
Based on past experience, management believes that no impairment
allowance is necessary in respect of these balances as there has not
been a significant change in credit quality and the balances are still
considered fully recoverable. The Group does not hold any collateral

over these balances.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

forn T S 985 A B

For the year ended 31 March 2016 #( % % —NHFE=H =+—H ILF#

19. CASH AND CASH EQUIVALENTS/BANK 19.

DEPOSITS WITH MATURITY GREATER
THAN THREE MONTHS

BEeERkB&%EHEY BIHAZ
= AR H B 8RAT 1K

2016 2015
SR AE B S e
HK$’000 HK$’000
FHT TFHsoT
Cash at bank and on hand AT KT IB & 91,958 98,833
Bank deposits RAITAFE I 10,156 10,168
Cash and bank balances B4z R SRAT A R 102,114 109,001
Less: Bank deposits with maturity greater than W B H 20 = A8 H WERITAE K
three months (10,156) (10,088)
Cash and cash equivalents in the consolidated GRS IR DL 1 B 8
statement of financial position W5 EY 91,958 98,913
Less: Bank overdrafts (note 21) W ERATIE S (MR 21) (1,637) (1,343)
Cash and cash equivalents in the NEEABERERN
consolidated statement of cash flows 4 B4 S EY) 90,321 97,570

The interest rates on the cash at bank and deposits with banks ranged from
0% to 0.5% (2015: 0% to 0.9%) per annum.

SRAT B 4 RARA TR 3K W AR R A F-0 ) 52.0.5
JE (ZFE—HAF  0JHEFE 0.9 )H) -
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For the year ended 31 March 2016 # % —F —/NE=H =+ — H L4

20. TRADE AND OTHER PAYABLES

132

20. FEAK MRk Be LAt FE Ak sk JH

2016 2015

RN R —HAE

HK$’000 HK$’000

T Tt

Trade payables JEAST B K 3,745 5,965
Salary and welfare payables AT 35 4 M AR | 5,866 4,605
Accrued advertising expenses JREGT 3 5 BH 52 3,310 4,548
Other payables and accruals FoAb REAT R B S| 2% 3,064 3,852
Financial liabilities measured at amortised cost i AR T Y B £ A 15,985 18,970

All of the trade and other payables are expected to be settled or recognised

as income within one year or are repayable on demand.

The following is an ageing analysis of trade payables presented based on

TELIUT T A A R R A R AT R I A —
A T A5 R R WA B SR o

R IR - AR FR B B

invoice dates as at the end of the reporting period: 2IIRYIRE BTN
2016 2015
BN R
HK$°000 HK$’000
T#T T#ETC
0-30 days 0x30H 1,253 3,577
31-60 days 31260 H 910 653
61-90 days 61290 H 90 595
91-180 days 912180 H 1,426 1,091
Over 365 days B 365 H 66 49
3,745 5,965
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
foh 1 S 0 R B

For the year ended 31 March 2016 # % % —

ANEZA =+ —HIEEE

21. BANK LOANS AND OVERDRAFTS 21. BITERRIEX
The analysis of the carrying amount of bank loans and overdrafts is as SRATEEE MOE IR I AR AT
follows:
2016 2015
ZE N TR AR
HK$’000 HK$’000
T THTT
Carrying amount of bank loans and overdrafts [} 5 i B R 38 Sk fdeak 19
that contain a repayment on demand clause: AT BB IR -
Repayable within one year JHJ—AF R R 7,712 1,918
Repayable after one year TR — AR
(shown under current liabilities) GIERE &) 29,186 1,813
36,898 3,731
At 31 March 2015 and 2016, the bank loans and overdrafts were analysed as R —REN —FE-AREZH=+—H
follows: SRATE K IOE S A R
2016 2015
SN TR AR
HK$°000 HK$°000
T#T THTT
Secured bank overdrafts (note 19) A ERAT 5 S (B 5E 19) 1,637 1,343
Secured bank loans HHEAP R AT B 35,261 2,388
36,898 3.731
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

f o S 985 A B

For the year ended 31 March 2016 # % %

21. BANK LOANS AND OVERDRAFTS

—ARE=ZA=ZT—HIREE

21. MATERRE L ()

134

(CONTINUED)

As at 31 March 2016, total interest-bearing bank loans and overdrafts of
approximately HK$36,898,000 (2015: HK$3,731,000) were due for

repayment as follows:

MoE—AEZAZ+—H o GEHRAT
B S AR ) 36,898,000 00 (L F —H
4F 13,731,000 9 50) B EFMIAT ¢

2016 2015
TR ZE AR
HK$°000 HK$’000
R THEIC
Portion of term loans and overdrafts due for R —4F R 1 B

repayment within one year Y &isai i 7,712 1,918

Term loans due for repayment after one year (note): ZE it — 448 {8 7% 19 A7 1 B (FtsE) -
After 1 year but within 2 years —AEAR A W A A 3,144 591
After 2 years but within 5 years MR ETAEN 9,867 1,120
Over 5 years FAERL | 16,175 102
29,186 1,813
36,898 3,731

Note: The amounts due are based on scheduled repayment dates as stipulated in the

respective loan agreements.

All of the banking facilities are subject to the fulfillment of covenants. If the
Group were in breach of the covenants, the drawn down facilities would
become repayable on demand. In addition, all of the Group’s bank loan
agreements contain clauses which give the lender the right at its sole
discretion to demand immediate repayment at any time irrespective of
whether the Group has complied with the covenants and met the scheduled

repayment obligations.

The Group regularly monitors its compliance with these covenants, is up to
date with the scheduled repayments of the term loans and does not consider
it probable that the bank will exercise its discretion to demand repayment so
long as the Group continues to meet these requirements. Further details of
the Group’s management of liquidity risk are set out in note 4(b)(ii). As at
31 March 2016, none of the covenants relating to drawn down facilities had
been breached (2015: Nil).

All of the secured bank loans and overdrafts, including amounts repayable

on demand, are carried at amortised cost.
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21.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2016 #% %

BANK LOANS AND OVERDRAFTS
(CONTINUED)

None of the portion of bank loans due for repayment after one year which
contain a repayment on demand clause and that is classified as a current

liability is expected to be settled within one year.

As at 31 March 2016, the secured bank loans and overdrafts of the Group
are secured by the leasehold land and buildings with carrying amount of
HK$44,639,000 (2015: HK$5,939,000) (note 15). Such banking facilities
amounting to HK$47,460,000 (2015: HK$25,515,000) were utilised to the
extent of HK$36,898,000 (2015: HK$3,731,000). The pledged assets will be

released upon the settlement of the relevant bank borrowings.

PROVISIONS

22,

B B B 955 A B

—ANEZH =T HILEE

AT LB (KE)

— A% ) U 1 R AT RO S A e
gﬁdﬁﬁ'ﬂ%‘ &ui#ﬁﬁf ﬁfﬂﬁ'y{}m@jﬁ
&> FIIRA — R o

AR [ A AT SR AT B K OB L LA R
AR F VR IRAR » HARm (R 2 — N4
ZH=1—H £44,639,000 # 0 (- F—H
4F 15,939,000 7T) (BEE15) o A BISRATRL
HR E—RNEZAZ+—H 2%47,460,000
I (CFE—H A 1 25,515,000 7C) » H
CHHSER - F-ANFE=H=+— Hf—’ﬁ
36,898,0004%75 TR R4 3,731,000

o % S HICAT A EE N AH B SRAT M A Y
1 fﬁ%uﬁ@ﬁ’?

]

Goods return

from customers

FPIRE
HK$°000
T
At 1 April 2014 AT —ENHA —H 1,334
Additional provisions made B 1,686
Provisions utilised L2 A H (1,508)
At 31 March 2015 and 1 April 2015 RoE—HFE=H=1t—H K _FE—HFENH—H 1,512
Additional provisions made K ImeE 1,947
Provisions utilised O (1,388)
At 31 March 2016 REF—ANE=A=+—H 1,571
The Group cannot reliably estimate the amounts that may eventually be A A1 T 2 BB BT A ST I 5 T TS R

settled after more than 12 months from the end of the reporting period.

Thus, the whole amount was classified as current.

Note: The provisions for goods return from customers represents the present value of the
directors’ best estimate of future outflow of economic benefits that will be required
under the Group’s obligations under the goods return policy. The estimate has been

made on the basis of historical trends on goods return.

RM Group Holdings Limited £ 5% 3% 45 3 3 it A BR 2 7]

BHRER AR A SR o Ht
SR RS 7 B -

BFRE « 0 IR B AR 4 o A A AR UK
T AR OR A I A 4 9L 2% ) e A A R B
T PR B TAT: © A B A R D 2R A R A R
OBk R E o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2016 #{ % —F —/N4E=H = —H IL4F

23. DEFERRED TAX LIABILITIES

(a)

(b)

(0

136

23. EAEBLIE A fE

The deferred tax liabilities recognised in the consolidated statement (a) ARG BAEIR I R TR Y IR A B TE £
of financial position and the movements during the year are as & KA R S B R
follows:
Accelerated tax depreciation o 728 5t T A
2016 2015
BN R
HK$°000 HK$’000
T T
At beginning of the year FH) 366 366
Charged to profit or loss (Note 11(a)) H BB (Kt 11(a) 260 -
At end of the year ER 626 366
Deferred tax assets in respect of the unused tax losses carried forward (b) 5 [ &5 ok Bh F B s 48 11 1R ZE B TH
are to be recognised to the extent that it is probable that future taxable R FAR A L A RERRB Vi A A
profits will be available against which the unused tax losses can be B A ) 1B TS s 1L IR AT
utilised.
The Group has not recognised deferred tax assets in respect of the tax BE_E-ARNEZH=1—H0 K&
losses of HK$17,080,000 (2015: HK$18,447,000) for the year ended ] 1 =& %t 17,080,000 % o (& — A
31 March 2016 due to the unpredictability of future profit streams. 4F ¢ 18,447,000 5 7T ) 1Y) B S e 18 e R
The unrecognised tax losses can be carried forward indefinitely. AR S TR 2 I T R AR
T AU o A RS BLBS G vl i B A
K o
Deferred tax liabilities not recognised (c) AT Ky 4R LBl TH £ 5

Under the EIT Law of the PRC, withholding tax is imposed on
dividends declared in respect of profits earned by the PRC

subsidiaries from 1 January 2008 onwards.

At 31 March 2016, temporary differences relating to the undistributed
profits of subsidiaries amounted to HK$6,706,000 (2015:
HK$3,556,000). Deferred tax liabilities of HK$671,000 (2015:
HK$356,000) have not been recognised in respect of the tax that
would be payable on the distribution of these retained profits as the
Company controls the dividend policy of these subsidiaries and it has
been determined that it is probable that these profits will not be

distributed in the foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
foh 1 S 0 R B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

24. SHARE CAPITAL 24, A
Number of
ordinary shares Nominal
of HK$0.01 value ordinary
per share shares
R4y B H
i v
0.01#70 08 T
Note HKS$
Authorised: P
At 1 April 2014, 31 March 2015, AZE AR —H -
1 April 2015 and 31 March 2016 TE—HAEZA=Z+—H
TER—TAEMA—H &
ZE-RNFE=ZA=+—H 1,000,000,000 10,000,000
Issued and fully paid: CBIT RALE -
At 1 April 2014 AT E—PEMN A —H 515,000,000 5,150,000
Shares issued under share option HR 5 i e R T 1 A T 1
scheme (a) 500,000 5,000
At 31 March 2015 and 1 April 2015 AN B —RHEZHA=+—H &
ZE—FAEMH—H 515,500,000 5,155,000
Shares issued under share option R I PG B ) A T A
scheme (b) 800,000 8,000
At 31 March 2016 B oFE—RNFEZA=1—H 516,300,000 5,163,000

The owners of ordinary shares are entitled to receive dividends as declared

from time to time and are entitled to one vote per share at meetings of the

Company. All ordinary shares rank equally with regard to the Company’s

residual assets.

Notes:

(a) On 11 March 2015, share options were exercised to subscribe for 500,000 ordinary
shares in the Company at a consideration of HK$820,000, of which HK$5,000 was
credited to share capital and the balance of HK$815,000 was credited to the share
premium account. HK$139,000 has been transferred from the share option reserve to

the share premium account in accordance with policy set out in note 2(m)(ii).

(b) On 14 April 2015, share options were exercised to subscribe for 800,000 ordinary
shares in the Company at a consideration of HK$1,312,000, of which HK$8,000 was
credited to share capital and the balance of HK$1,304,000 was credited to the share
premium account. HK$222,000 has been transferred from the share option reserve to

the share premium account in accordance with policy set out in note 2(m)(ii).

RM Group Holdings Limited £ 5% 3% 45 3 3 it A BR 2 7]

300 A AT R AN I AT R UR 2 M S
Be A HETR AR 3 RBEROR & B DL — i — 2
TPk T et A & R 2 88 N HE
1M 75 4552 A [ S5 HEF

b -

(a) AR AR A —H o R T R
HE17500,000 B 5 78 1 - A 25 820,000 7€ »
H 5,000 5 T AR 25 A > iR T 815,000 i
TOA R F B i AV > AR A B 2(m) i)
&t ECR > A 139,000 7 T H 5 R HE 3
P T R

(b)  ATETAENMA I H o R AT R
#E417800,000 % 5 78 1E - 1% 15 71,312,000 #
JG e 18,0009 ot A B A& A RN
1,304,000 ¥ 76 A 8% £ ¢ 03 J68 B R o AR sl
B 5 2(m)(id) B9 € 51 BOR - A 222,000 %5 G
I PSR ftt A O R 073 ¥ R
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For the year ended 31 March 2016 # % —F —/NE=H =+ — H L4

25. SEGMENT REPORTING

Operating segments are identified on the basis of internal reports which
provides information about components of the Group. Information reported
to the Board, being the chief operating decision maker (“CODM?”), for the

purposes of resource allocation and assessment of segment performance

focuses on brands of goods delivered.

Specifically, the Group’s reportable and operating segments under HKFRS

8 are as follows:

138

Proprietary brands comprise the development, manufacturing and

sales of self-developed health supplements

Proprietary brands comprise the development, manufacturing and

sales of self-developed beauty supplements and products

Private label brands comprise the development, manufacturing and

sales of health supplements

Private label brands comprise the development, manufacturing and

sales of beauty supplements and products

Trading of goods comprise the trading and sales of health

supplements

Trading of goods comprise the trading and sales of beauty

supplements and products

Other items mainly relate to the provision of Chinese medical consultation
services. These activities are excluded from the reportable operating
segments as these activities are insignificant and not specifically reported to
the Board.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

25. SEGMENT REPORTING (CONTINUED)

Segment results, assets and liabilities

(a)

Information regarding the Group’s reportable segments as provided to
the Board for the purpose of resource allocation and assessment of
segment performance for the years ended 31 March 2015 and 2016 is

set out below:

B B B 955 A B

For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

25. srubir (78)

(a) APt EEKAMS
MM E T —HAER ZF—NFE=H
b kAR G R A 4
5 LT 45 (46 T 3 95 10 A 95 B T 2 4
O EB R RSN

For the year ended 31 March 2016
BEZR-NEZAZ—HIAE

Proprietary brands Private label brands Trading of goods
YH R AR i i E ¥
Beauty Beauty Beauty
Health supplements Health supplements Health supplements Other
supplements  and products supplements  and products supplements  and products items Total
Fe FAHh KA
TRl e R e i R i e i HAEH it
HK$°000 HK$'000 HK$°000 HK$"000 HK$'000 HK$°000 HK$"000 HK$000
T Ti#n Ti#n T Ti#n Ti#n T Ti#n
Revenue from external RHEIBEF
customers e 107,924 26,452 51,964 982 982 50 1,604 189,958
Cost of sales HERA (24,723) 9227 (7,4035) O13) (434) (23) (231) (42,956)
Gross profit A 83,201 17,225 44,559 69 548 21 1373 147,002
Selling and distribution HE RO
expenses (27,130) 4332) (8,205) (107) (115) ) - (39,891)
Administrative expenses B (5824) (203) (18,225) (317) (484) - = (25,053)
Segment results SRES 50,247 12,690 18,129 (355) (51) 25 1373 82,058
Other revenue and Jettliesi B
other net income Sl A 2
Unallocated head office and /M BLA8H B/ R B
corporate expenses (66,982)
Finance costs LB R (545)
Profit before taxation BRI A 14,735
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f o S 985 A B

For the year ended 31 March 2016 # % —F —/NE=H =+ — H L4

25. SEGMENT REPORTING (CONTINUED)

(a) Segment results, assets and liabilities (Continued)

25. rEbil ()

(a) ZriEPEAR -

B R U ()

For the year ended 31 March 2015
BECE-ER=A=ST—HILEE

Proprietary brands Private label brands Trading of goods
HH R HA M HmEH
Beauty Beauty Beauty
Health supplements Health supplements Health supplements Other
supplements and products supplements and products supplements and products items Total
FEH FEHMM FEHW M
RIEER R (RIEER R (RIEER R HHWER ELS)
HK$°000 HK$°000 HK$000 HK$°000 HK$°000 HK$000 HK$°000 HK$°000
T T Ti T T T T Tl
Revenue from external KASMIEF
customers s 150,046 28173 4,182 2,705 1,672 133 2,166 21,671
Cost of sales HERA (32,692) (9,754 (6,621) (708) (428) (57) (545) (50,805)
Gross profit EFi 117,354 18419 36,161 1997 1,244 76 1,621 176,872
Selling and distribution S RN
expenses (41,157) (7,088) (5.896) (448) (2035) 4 - (54,798)
Administrative expenses T (7,132) (291) (13,325) (581) (728) - - (22,057)
Segment results igiEs 69,065 11,040 16,940 968 311 7 1,621 100,017
Other revenue and Hefllieas B
other net income ERTONES 77
Unallocated head officeand R/ RLA8H S /A 7] B 3¢
corporate expenses (60,528)
Finance costs EASES (301)
Profit before taxation FRBLAE A 39915

For the purpose of assessing segment performance and allocating
resources between segments, the CODM monitors the results
attributable to each reportable segment with reference to sales
generated by those segments and the expenses incurred by those
segments. Segment results are evaluated based on reportable segment
profit/loss, which is a measure of adjusted operating profit/loss before
tax. The adjusted profit/loss before tax is measured consistently with
the Group’s profit/loss before tax except that head office, corporate
income and expenses and finance costs are excluded from such
measurement. No segment assets and liabilities information is
presented as, in the opinion of the directors, such information is not
key indicator provided to the Group’s CODM.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

25. SEGMENT REPORTING (CONTINUED)

(a) Segment results, assets and liabilities (Continued)

(b)

There are no significant inter-segment transfers or transactions.

Other segment information (included in the measure of segment

profit or loss or regularly provided to the CODM)

25. aEbEE (48)

() JFHRSEMT - HE LA ()
530 Dl 4 KM R 5 5 o

Ho Al 7 78 B (FIA S #5173 it 2 2
JER 1 T HREE IR 1)

Amortisation and Depreciation

o R T
2016 2015
ZE AN e S K
HK$°000 HK$’000
T#I T#EIC
Proprietary brands: LA
Health supplements A 7E 401 453
Beauty supplements and products FEA A B 56 64
Private label brands: B A
Health supplements PRAZE 136 96
Beauty supplements and products P b S o 3 6
Trading of goods: [ERTN= =
Health supplements PR A i 2 3
Beauty supplements and products FEZS N b B 1 1
Unallocated ENaL 2,550 1,677
Total a5t 3,149 2,300

Geographical information

The geographical location of customers is based on the location at

which the goods are delivered and services provided. In presenting

information on the basis of geographical, segments revenue is based

on the geographical location of customers. Segment assets and capital

expenditure are based on the geographical location of the assets or the

location of the operation to which the assets are allocated.

(b) HulwE R}

& F R BT AE TSRS A B B At
5 14 M 8 ) 23 < R BB B AR A
J7 8 B A Wi T AR 2 4 BT T
3 o LI IR ) T B AN B ST AR
18 B T T A B S BT A S [
) 7 B I T ) 7 R 0 ) o
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For the year ended 31 March 2016 # % —F —/NE=H =+ — H L4

25. SEGMENT REPORTING (CONTINUED)

(b) Geographical information (Continued)

(0

25. 43 ubHE s (48)
(b) Mol ER (4

Revenue from external customers R B AN P s
2016 2015
TRNGE TR —HAE
HK$’000 HK$’000
Tt THIT
Hong Kong (place of domicile) Tl (GE AT ) 178,936 218,548
The PRC et 10,559 7,735
Taiwan =R 463 1,394
189,958 227,677

Non-current assets TG E

2016 2015
=R EEE
HK$°000 HK$’000
F¥HT Tt
Hong Kong (place of domicile) s (G o 2h) 57,227 20,782
The PRC i 245 167
Taiwan = 27 112
57,499 21,061

Information about major customer
Revenues from external customer contributing 10% or more of the

(c) FEERFMER
ok 7 A ] 4045 25 10% Bk DA AR A

total revenue of the Group is as follows: SRR PR ST
2016 2015
SR N e S K
HK$°000 HK$’000
T#o0 TIT
Customer A (note (i)) P H (@) 116,071 153,638
Note: FHRE -
@) The revenues were derived from the following segments: (1) A BRI LR 55 TR A

— Proprietary brands comprise the development, manufacturing and
sales of self-developed health supplements;

— Proprietary brands comprise the development, manufacturing and
sales of self-developed beauty supplements and products;

— Private label brands comprise the development, manufacturing and
sales of health supplements; and

— Private label brands comprise the development, manufacturing and
sales of beauty supplements and products.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

26. PURCHASE OF ASSETS AND LIABILITIES

THROUGH ACQUISITION OF A SUBSIDIARY

On 23 June 2015, the Group entered into sales and purchase agreement with
Mr. Chan Yan Tak, the controlling shareholder and an executive director of
the Company, to acquire assets and liabilities through the acquisition of
100% equity interest in Royal Richly (Hong Kong) Limited, for a total
consideration of HK$19,410,000. Royal Richly (Hong Kong) Limited is
principally engaged in property investment. This transaction was approved
by the Company’s independent shareholders at the extraordinary general
meeting held on 14 August 2015 and the transaction was completed on 11
September 2015.

This acquisition has been accounted for as purchase of assets and liabilities
through acquisition of a subsidiary. The assets and liabilities arising from
the acquisition were as follows:

206. WO I I 2 B i H & E KRR

MB—FENHZT=H > AL E A
N R P P AR R LA T IR R A e A T ST
B ko WA () A IRA R
100% it 4 [ B 2 Je B i > 1R04519,410,000
Wt o W ) ARAF EEE R E
g o I3 H) B AR B L R
— AR\ H U H 8T 2 BRI R & b
W R ZE Gy i =B — LA T — H B -

ARG S O R o i S I 2 D B M
Bl o PN H B A R EE A
fEWTF :

Carrying
amount at
11 September

2015
HR T 1
/e S RS
JUA+—H
HK$’000
THT
Leasehold land and buildings held for own use FEE A MRS - R
(note 15) (B 5E15) 34,649
Cash and bank balances B R SRAT #5 ik 87
Deposits and prepayments i R A FOE 56
Other receivables HoAh g R 1,459
Accruals JEEAT K 44)
Bank loans RATE (16,797)
Net assets acquired Wi i ¥ VR M 19,410
Consideration represented: R
Cash consideration B AE 19,410
Net cash outflow arising from the acquisition: WA T A A B A TR A
Cash consideration paid e H R E (19,410)
Cash and bank balances Bl JARAT #5 87
(19,323)
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For the year ended 31 March 2016 # % —F —/NE=H =+ — H L4

27. DISPOSAL OF SUBSIDIARIES

27 HERE A FH

(a)  On 21 September 2015, the Group disposed of the entire issued share (a) AT E-AENH T A E
capital in Century Effort Limited (“Century Effort”) to M&H M&H Company Limited > 37 55 = J7
Company Limited, an independent third party, at a cash consideration FIOLE E ik o DU 1T
of HK$1. A PR ([HEAE D) A B R 4 -
The net liabilities of Century Effort at the date of disposal were as AL AR E R A EFENT
follows:

HK$°000
THTT
Consideration received: TR -
Cash received T B A -
Analysis of assets and liabilities over which control was lost: 2 25 5 il B 4 5 78 M £ 5 404
Deposits and other receivables i 4 By Fo A RE WA (1,747)
Other payables FoAh REA BRI 1,886
Net liabilities derecognised LA IR TERR M) A R 139
Result on disposal of subsidiary: HH B R A W A 501 -
Consideration received S -
Net liabilities derecognised O I TERR ) B T 139
Written off of receivables due from subsidiary disposed of S th B TS 2 WD Y R SRR (1,886)
Waiver of payables due to subsidiary disposed of G ATt B TG 2 D 1 R A S 1,276
Loss on disposal I E (471)
Net cash inflow arising on disposal: B BT E B AR AT
Cash consideration received Sl AU -

Cash and cash equivalents disposed of

ST Hh A Y B R A ) -
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27. DISPOSAL OF SUBSIDIARIES (CONTINUED)

(b)

On 29 March 2016, the Group disposed of the entire issued share
capital in Mutual Act Limited (“Mutual Act”) to Billion Shiner
Limited, an independent third party, at a cash consideration of
HK$1,000,000.

The net liabilities of Mutual Act at the date of disposal were as

27. BN E A E (48)

(b)

NS LB AR A
BEARATR - BB =l THE
Wk - LA 1,000,000 # 7T B 4
faA BT ([ 45 18k ]) 1 2 b £ -

A A B ATFE T

follows:
HKS$’000
THsoC
Consideration received: TR -
Cash received Sl 1,000
Analysis of assets and liabilities over which control was lost: 4% &5 il #E B & 78 )t AL 204 -
Property, plant and equipment W - WUE Kk (1,089)
Prepayments and deposits TAAT B e A (327)
Other receivables HoAth e SR (546)
Receipt in advance TAGR I 90
Other payables HAbREAT K 2,107
Net liabilities derecognised O R ERR I A R 235
Result on disposal of subsidiary: Hh A O A A 4 OR
Consideration received A 1,000
Expenses paid in connection with the disposal B 5 A B 14 S AT 2 (122)
Net liabilities derecognised LA I TERR ) B R R 235
Written off of receivables due from subsidiary disposed of SHCEE B B 2 W) 0 E SRR (2,107)
Waiver of payables due to subsidiary disposed of Gl S B A R BB A 546
Loss on disposal A R (448)
Net cash inflow arising on disposal: HEEENBERAGTH
Cash consideration received S B AUE 1,000
Cash and cash equivalents disposed of BT A A B 4 I B 4 S (B ) -
Expenses paid in connection with the disposal B 5 A B 4 S AT 2 (122)
878
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28. COMMITMENTS

146

(a) Capital commitments

As at 31 March 2015 and 2016, the Group had capital commitments

contracted but not provided for in the financial statements as follows:

28. HRiE

(a)

BA RS
RoFE—HERF—NEZA
S H o AREEATLT AR A
PR A AT S TS e

As lessee

At 31 March 2015 and 2016, the Group had outstanding commitments

under non-cancellable operating leases falling due as follows:

2016 2015
RN SR AR
HK$’000 HK$’000
T Tt
Contracted for GRIBE
— Property, plant and equipment — W WS 867 -
(b) Operating lease commitments (b) BEME RS

TEZ AR
W oE—FHAER FE—NFEZA
Z+h—H > RERA A RS E T
HVTE AT A LA R 0 P it 0 2 AR A R IR
FH 4K

2016 2015

RN ZEF AR

HK$°000 HK$’000

T THIT

Within one year —AER 1,150 3,649
In the second to fifth year, inclusive WAEEHAER - A B m4E 917 5,580
2,067 9,229

The Group leases warehouses, office premises and shop premises

under non-cancellable operating lease arrangements with lease terms

of one to five years, with an option to renew the lease when all terms

are renegotiated. None of the lease includes contingent rentals.
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29. RELATED PARTY TRANSACTIONS

In addition to the transactions and balances disclosed elsewhere in these
financial statements, the Group had the following transactions and balances

with its related parties during the year:

(a) Key management personnel remuneration
Remuneration for key management personnel of the Group, including
amounts paid to the Company’s directors as disclosed in note 9,
highest paid employees as disclosed in note 10 and other senior

management of the Group are as follows:

20, BB GRS
W B 0t 2 A TR 43 B8 6 1 58 5 TR 466
A+ A e 1B BB 7 A AE TN B 5 5 T G B
J/(1 N

(a) FEEFHA B
A 0 A A S 45 M 9
I A 5 A A0 24 T 9 S ) L B O
10 7 4% 5 © A4 74 5 1 I 83 7 08 B 2%
Hol 7 4 TR M) O BT

2016 2015

SR AN e S KIS

HK$’000 HK$’000

T Fis oo

Short-term employee benefits 5 A B A A 11,692 11,108
Post-employment benefits Bl 72 48 A1 147 152
11,839 11,260

Total remuneration is included in “Staff costs” (see note 8(a)).

(b) Transactions with related parties

BTN L5 TE [ B TR ) i (FLR
7k 8(a)) ©

(b) BB A 5

2016 2015

SEAE SR HAE

HK$’000 HK$’000

F¥HT THsoT

Rental expenses paid to a related party (note i) FH 4 % HIAT T B 5 (Bt (1)) 80 -
Rental expenses paid to Great Victor Limited ~ F14x 37 Hi A P HIEA BR A 7

(note ii) (BfF5E Gi)) 131 -
Rental expenses paid to Sunex Limited FHA& AT T B BT BRA A

(note i) (B 35 Giki)) 68 -
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29. RELATED PARTY TRANSACTIONS

148

(CONTINUED)

Transactions with related parties (Continued)
As at 31 March 2015 and 31 March 2016, the Group had total

future minimum lease payables under non-cancellable operating

lease falling due as follows:

20, B G RRSG (748)

(b) BB R 5 ()

i

BoE-HEZAZF—HRTE

—ARE=H=+—H

AR AR T

TG RS A A TE T A7 DA 00 ] i

AR AT SRR 4
As at As at
31 March 31 March
2016 2015
e e
=H=+—H =A=+—H
HK$’000 HK$’000
T THsoT
Within one year —4E 465 _
In the second to fifth year WAEEHAER 538 -
1,003 -
Notes: [ 5E -

(i) The rental expenses were paid to Mr. Cheng Jonathan Chung Shing, a

close family member of an independent non-executive director, Mr.

Cheng Kwok Kin, Paul.

(ii) The rental expenses were paid to Great Victor Limited, a company

wholly-owned by Mr. Chan Yan Tak, an executive director of the

Company.

(iii)  The rental expenses were paid to Sunex Limited, a company wholly-

owned by Ms. Wong Chui Lan, senior management of the Group.
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29, RELATED PARTY TRANSACTIONS
(CONTINUED)

(c)

(d)

Balances with related parties

The Group leases office premises from related parties as detailed in

note 29(b) under operating lease arrangements with lease terms of

two to three years. The terms of the leases require the Group to pay

rental deposits to the lessors. The balances of the rental deposits as
at 31 March 2015 and 31 March 2016 are detailed as follows:

20, BHE RS (48)

(c) By Atk

A A [ AR B T B 5 20(b) B [
D5 1) S8 8 FH 4 22 PEFH BT 2 308 = AH 3]
T TR AR o AR IR AR SE
LSS T HHEA o B & —H4E

=A=r—RA k=

F A=

=+ — A B SRR RS

T
As at As at
31 March 31 March
2016 2015
S JiS
TR ZF R
ZA=Z+—8r =ZH=Z+—H
HK$’000 HK$’000
TF#L Tt
Mr. Cheng Jonathan Chung Shing [ Y o 20 _
Great Victor Limited A PR 7 29 _
Sunex Limited B A R ) 34 _

Purchase of assets and liabilities through acquisition of
a subsidiary from an executive director of the Company
The details are set out in note 26 to the audited consolidated financial

statements in this annual report.

(d) Tl A2 R AT B W R

H R MR R
FEE A 2 B A AR R AR S B S L
FMtEE26 -
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30.

150

—ARE=ZA=ZT—HIREE

EQUITY-SETTLED SHARE-BASED
PAYMENTS

Pursuant to a written resolution of the Company passed on 24 September
2013, the Company has conditionally adopted a share option scheme, which
has been taken effect on 11 October 2013 (the “Share Option Scheme”). The
Share Option Scheme remains effective following the Transfer of Listing
subject to certain immaterial amendments to the share option scheme and
will be implemented in full compliance with the requirements of Chapter 17
of the Listing Rules.

A summary of the Share Option Scheme of the Company is as follows:

Purpose

The purpose of the Share Option Scheme is to motivate the eligible
participants to optimize their performance and efficiency for the benefit of
the Group and attract and retain ongoing business relationship with the
eligible participants whose contributions are or will be beneficial to the
Group.

Eligible Participants
Eligible participants of the Share Option Scheme include:

(a) any director, employee or officer of any company in the Group
(whether full time or part time) (“Employee”), consultant,
professional, customer, supplier, agent, partner or adviser of or
contractor to the Group or a company in which the Group holds an
interest or a subsidiary of such company (“Affiliate”); or

(b)  the trustee of any trust the beneficiary of which or any discretionary
trust the discretionary objects of which include any director,
Employee, consultant, professional, customer, supplier, agent, partner
or adviser of or contractor to the Group or an Affiliate; or

(c)  acompany beneficially owned by any director, Employee, consultant,
professional, customer, supplier, agent, partner, adviser of or
contractor to the Group or an Affiliate.

Total number of ordinary shares available for issue under
the Share Option Scheme and the percentage of the issued
share capital that it represents as at 31 March 2016 and 2015

51,500,000 ordinary shares, being 10% of shares in issue on 4 August 2014

(i.e. the date of approving the refreshment of the share option scheme
mandate limit).
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REARRFE —F—=FSLH =+ HE
WA E I RERE > AAFARERAA
Fe— ZAR AT A R AR A 0 TR T
(T B P RE ST 31 1) o M HE & 50 1S Al
T AR 250 2 (M ZECE R T e 10 Lo T
FEIAERT) > A58 20 IR _E TR RIER 17
)R E T

A T R BB AN T

H

S IR ) 2 R T S A 2 B
Ty 7% B T ) M) 2 £ T LR B R R s e
G K WS IE T ~ o 2 BTG 2 A 4R Y
Mg A BB R & Bk 2 B SRS
HESL R EEB BAR o

GRUiE g
B ISR 2 £ e 2 B 4

(@ AL LML R MEES -
B3 SR B (A i T 2 T B e i )
(TMER ) - B A4 B B A 42
FRRRAT S A 2 ) EGE A 2 R B R
AT (THEAF ] BREEIA - A
L FF - R LEA 58
A~ BRI EORELR 5 5L

(b)  ATATE RESUTAT R HERE FERZREN >
AT BAE FEM %2 1 NSRBI 2 HERE 5T
119 2 HEA FE B 15 AR 4 1B U I 2 )
MAEMES - R A FhafI A > HEA
T %5 gt KA 5%
A~ BRI EURELR 5 5L

o,

(©) A S E A F AT T S R
B~ wha A AL BF - R
P"T RN - S - BRI SUKE

A AT

Sl JE R T A T B B AT 0 T R A
FHERBRE-FE-AFR_F L
FE=ZH=+—HIk > Fi{E CBITH
AWE 4

51,500,000 A4 A > A & — W44\ H
VO (B o 5 S RO RE 30 ) 452 A R 4 22
KA ) M E ST A 10% ©
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30. EQUITY-SETTLED SHARE-BASED

PAYMENTS (CONTINUED)

Maximum entitlement of each participant under the Share
Option Scheme

The maximum entitlement of each participant under the Share Option
Scheme shall not exceed 1% of the shares in issue of the Company in any

12-month period.

Any grant of further share options above this limit shall be subject to the

approval of the Company’s shareholders at general meeting.

Period within which the Shares must be taken up under a
Share Option
A period to be determined by the Board and notified to the grantee, which

shall not exceed 10 years from the date of grant of such share option.

Minimum period for which a Share Option must be held
before it can be exercised

Unless otherwise determined by the Board and notified to the grantee, there
is no minimum period for which a share option must be held before it can be

exercised.

Amount payable on acceptance
HK$1.00 for each lot of share options granted.

Period within which payments/calls/loans must be made/
repaid
Not applicable.

Basis of determining the exercise price

The exercise price for any share under the Share Option Scheme shall be
determined by the Board and notified to the grantee and shall not be less
than the highest of:

(a)  the closing price of a share as stated in the Stock Exchange’s daily
quotations sheet on the date of grant of the share option, which must

be a trading day;
(b)  the average closing price of a share as stated in the Stock Exchange’s
daily quotations sheet for the five business days immediately

preceding the date of grant of the share option; and

(c)  the nominal value of a share on the date of grant of the share option.

30. VA i B &5 55 VA BB A S Ak 2 B 32

(%8)

Jitt PR RE T 1 45 22 B 1A d e T

B 25 22 B 4 5 8 R 1
A TR LA I E AT 1%
HE— A BT R R A OO 7 32 B
T IBESRR o M 2 IR SR

AR5 P HE 270 B e 1 300 PR

ST PR ol 3 S R E DA RUR PR > I R
RERZH H A f R 14 -

S Jse AR VT AT T ZE Y 5 A PR

W o 3 g o9 A7 P G MR 32 A
JBCHE T AT i S AT SR A AR o

AR RS AT RH
IGAL TR th R HE 1.00 385G

kRSB ROR BEk
JoI Rt
i

A AT B 1 e

HT A 2% ) S S 1 8 E B RUR R M
IR 5145 TE R F 55

()  EEERIR L F U 2 A I 38 9 Wil
- ez HWEBEEH

(b) BRI H I R 2 S
JBeAE g 22 BT P T £ 5 %

(c) T RHE B — B B T .
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30. EQUITY-SETTLED SHARE-BASED 30. DLIBHE &5 5 DAy 3 F Z B 32

PAYMENTS (CONTINUED)

The remaining life of the scheme

The Share Option Scheme will be valid and effective until 23 September
2023, after which no further share options will be granted but the provisions
of the Share Option Scheme shall remain in full force and effect in all other
respects. Options complying with the provisions of the Listing Rules which
are granted during the duration of the scheme and remain unexercised
immediately prior to 23 September 2023 shall continue to be exercisable in
accordance with their terms of grant within the option period for which such

share options are granted, notwithstanding the expiry of the scheme.

As at 31 March 2016, 24,700,000 (2015: 30,500,000) share options were
outstanding under the Share Option Scheme. Movements of the share
options, which were granted under the Share Option Scheme, during the
years ended 31 March 2016 and 2015 are listed below in accordance with
Chapter 17 of the Listing Rules and Chapter 23 of the Rules Governing the
Listing of Securities on the GEM of the Stock Exchange respectively:

(n\E)

w1 A7 A 00
MRt HEE —F =] =1
BRI HARA G — 22 3R AT
FRCHE > B RO T 8 Ak ST P A7 HL AR D T
AT IR B AT+ RO B AR o B ) e
T > (ELJRS S B0 A 000 TH] P 52 o i i B e —
FEFAA = AR ERSS
T AR UK E S TRE o TR % 4 I I
ETE B2 010 W S 0 T R0 R 9 JEC2 A M
REATAE -

ATE-RNEZH =+ —H > R F
TH T A 24,700,000 13 5 B ( % — FLAF
30,500,000 153 1§ R HE ) s JRERE 6 R AT 0 - 4K
FEOENERN EFE—-RAFE=HAH=1—H
IEAFBE > A AIARYE b BLRIEE 17 % X A 2
Mz 1 77 KR35 23 5 i RO RE S 8 I N T 4%

WERCRER B2 B I T

For the year ended 31 March 2016 BE FEANE=ZH=1—HILEE

Outstanding and Outstanding and
exercisable as at Lapsed  Reclassification Exercised exercisable as at
1 April on6 July of categoriesof  on 14 April 31 March
Category 2015 2015 grantee 2015 2016 Note
I S R 7 B ORIBAE
MA—H e S K “F-f%E =A=+-H
RATHE R LANE  AZAFRM  WA+MA RATHE R
i g VS Ei i (it AT W3t
Directors i
M. Chan Yan Tak BRIR 500,000 - - - 500,000 (1)
Mr. Wong Mau Tai HERE 5,000,000 - - - 5,000,000 (1)
Mr. Foo Chi Ming HERIEE 5,000,000 - (5,000,000) - - 1,
Professor Ng Ka Ming RELBI 500,000 - - - 500,000 (1)
Mr. Cheng Kwok Kin, Paul B e 500,000 - - - 500,000 (1)
Mr. Wei Jianan WHHLE 500,000 - (500,000) - - (1,0
Subtotal Nat 12,000,000 - (5,500,000) - 6,500,000
Continuous Contracts REAH
Employee 3= 13,500,000 = = (800,000) 12,700,000 (1), (4)
All other eligible participants A A A ks 2),3),
SHE 5,000,000 (5,000,000) 5,500,000 z 5,500,000 ()
Total st 30,500,000 (5,000,000) = (800,000) 24,700,000
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PAYMENTS (CONTINUED)
For the year ended 31 March 2015
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For the year ended 31 March 2016 #( % % —NHFE=H =+—H ILF#

30. DA HE %5 5 VA B Ay 3 AT 2 B 52

=3

(%)
BE R HIE=SH = H IFEE

Outstanding and Outstanding and
exercisable as at Granted Lapsed Exercised ~ exercisable as at
1 April on7July  on3August onllMarch 31 March
Category 2014 2014 2014 2015 2015 Note
A ZF— 04 S S B RZE-TAE
H—H SR -EE ZE-NFE ZF-nF A=A
RATHE R tHLtHA ARZH ZHA+—H RATHE R
KAl AT i KA (i AT (i
Directors HE
Mr. Chan Yan Tak B L 500,000 - - - 500,000 (1)
Mr. Wong Mau Tai HLRRE 5,000,000 - - - 5,000,000 (1)
Mr. Foo Chi Ming AR A 5,000,000 - - - 5,000,000 (1)
Professor Ng Ka Ming EE¥2 o 500,000 - - - 500,000 (1)
Mr. Cheng Kwok Kin, Paul B 500,000 - - - 500,000 (1
Mr. Wei Jianan i b 500,000 - - - 500,000 (1
Subtotal Mgt 12,000,000 - - - 12,000,000
Continuous Contracts BEAN
Employee = 14,500,000 - (500,000)  (500,000) 13,500,000 (1), (6),
)
All other eligible participants fi G HA A Gk
ZHE - 5,000,000 - - 5,000,000 ()
Total At 26,500,000 5,000,000 (500,000)  (500,000) 30,500,000
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30. EQUITY-SETTLED SHARE-BASED
PAYMENTS (CONTINUED)

154

Notes:

The share options are exercisable at any time during the period from 22 November
2013 until 21 November 2016 (both days inclusive). The exercise price of the share
option is HK$1.64. The closing price of the shares immediately before the date on
which the share options were granted was HK$1.68.

5,000,000 share options held by Mr. Foo Chi Ming has been reclassified under the
category of “all other eligible participants” following his resignation as an executive
director with effect from 1 January 2016. The options were lapsed on 30 April 2016.

500,000 share options held by the late Mr. Wei Jianan, the former independent non-
executive director, has been reclassified under the category of “all other eligible
participants” as the share options are still exercisable by the legal personal
representative of Mr. Wei Jianan until 21 November 2016.

800,000 share options granted to continuous contract employees were exercised on
14 April 2015. The weighted average share price at the date of exercise was
HK$2.03.

5,000,000 share options were granted to a consultant on 7 July 2014 and are
exercisable at any time during the period from 7 July 2014 until 6 July 2015 (both
days inclusive). The exercise price of the share options and the closing price of the
shares of the Company immediately before the date on which these share options
were granted was HK$1.77 and HK$1.74 respectively. The options were lapsed on 6
July 2015.

500,000 share options granted to a continuous contract employee were lapsed on 3
August 2014 following the termination of employment contract.

500,000 share options granted to a continuous contract employee were exercised on
11 March 2015. The weighted average share price at the date of exercise was
HK$2.00.

The exercise price of the Share Options is subject to adjustment in the case of rights
or bonus issues, or other similar changes in the Company’s share capital.
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30. EQUITY-SETTLED SHARE-BASED

PAYMENTS (CONTINUED)

The number and weighted average exercise prices of share options are as

follows:

30. VA b B &5 55 DA B A S Ak 2 P 52

Ja5

(M)E!)
il IR S ) R M 3 4T R A

2016 2015
TR N TR T
Weighted Number of Weighted Number of
average share average share
exercise price options  exercise price options
JHEF- 1 Ji Jse e JIHET-1 i 8 e
AT HH A #H
HKS per share HKS per share
T s T
Outstanding at the beginning of the year AERARATE 1.66 30,500,000 1.64 26,500,000
Granted during the year NP - - 1.77 5,000,000
Exercised during the year FERATE 1.64 (800,000) 1.64 (500,000)
Lapsed during the year GRNPR Y 1.77 (5,000,000) 1.64 (500,000)
Outstanding at the end of the year R KATH 1.64 24,700,000 1.66 30,500,000
Exercisable at the end of the year ER A ATH 1.64 24,700,000 1.66 30,500,000

The options outstanding at 31 March 2016 had an exercise price of HK$1.64
(2015: HK$1.64 or HK$1.77) and a weighted average remaining contractual
life of 0.65 year (2015: 1.42 years).

For the options granted to a consultant who is categorised as “all other
eligible participants” regarding the direct promotion services during the year
ended 31 March 2015, the Company has measured the fair value of services
received as consideration for equity instruments of the Company indirectly
by reference to the fair value of the equity instruments granted because, in
the opinion of the Company’s directors, the fair value of the services
received cannot be reliably measured. In the opinion of the directors of the
Company, as the promotion services do not have a contract price or market
price for identical services in the market and the consultant did not provide
similar kind of direct promotion services in the past, variability in the range
of reasonable fair value measurements of the services is significant and the
probabilities of the various estimates within the range cannot be reasonably
assessed. The fair value of the services received cannot be reliably measured
and thus its fair value is measured by reference to the fair value of share

options granted.
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31.
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EQUITY-SETTLED SHARE-BASED
PAYMENTS (CONTINUED)

The fair value of the share options granted during the year ended 31 March
2015 were calculated by Peak Vision Appraisals Limited using the
Trinominal Option Pricing Model which is one of the commonly used
models for such purpose. The value of an option varies with different
variables of certain subjective assumptions. Any changes in the variables so
adopted may materially affect the estimation of the fair value of an option.

The inputs into the model were as follows:

7 July
Grant date 2014
Share price (HK$) 1.77
Exercise price (HKS) 1.77
Expected life of share option (years) 1
Expected volatility 33.20%
Dividend yield 2.41%
Risk-free interest rate 0.15%
Fair value per share option (HK$) 0.2150

Expected volatility was derived by reference to the volatilities of companies

operating in the same industry as the Company as sourced from Bloomberg.

At 31 March 2016, 24,700,000 share options (2015: 30,500,000 share
options) were fully vested and exercisable. For the year ended 31 March
20135, the Group recognised a total expense of approximately HK$1,075,000
in relation to the share options granted by the Company during the year.
Share options were granted under a service condition. This condition has not
been taken into account in the grant date fair value measurement of the
services received. There were no market conditions associated with the

share options granted.

ULTIMATE HOLDING COMPANY AND
CONTROLLING SHAREHOLDERS

The ultimate holding company of the companies comprising the Group is
Able Island Group Limited (“Able Island”), a company incorporated in the
BVI. The controlling shareholders of the Group are Mr. Chan Yan Tak and
Able Island. The ultimate holding company does not produce financial

statements for public use.
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32. PRINCIPAL SUBSIDIARIES

Particulars of the principal subsidiaries at the end of reporting period are as

32. FERHE A
WA F RS A T 2 B

follows: mr
Place of Particulars of Percentage of
incorporation/ issued and equity
establishment Class of paid-up attributable to
and operation shares held capital the Company
Name FEMbERSE Al FRE B BB R AN HEAY Principal activities
EA B B bl BRI IRA MEsEA A B
Direct Indirect
Hix W&
% %
Noble State Holdings Limited BVI Ordinary USS$11 100 - Investment holding
R A FRA R R LR BE 1135C Ba R
Creation Chance Limited Hong Kong Ordinary 1 ordinary - 100 Sale of health and beauty
KA RAF s L share supplements and products and
1t 4 i provision of general
administrative services
S PR Ak e 52 A0 i 7 i B
PR — AT RS
CULegend Company Limited Hong Kong Ordinary 1 ordinary - 100 Trading of products under the
BPRTEERARAT il L] share proprietary brand of “LEGEND”
14 M =¥ SIPNGE LV SR v CR
EE i
Eastern Bright (Asia) Limited  Hong Kong Ordinary 1 ordinary - 100 Providing management services to
U (BRI A PR ) s i share other Group companies
1S A% 1) A 2 0 1 5 2 7 AR (44 B IR
Health Proof International Hong Kong Ordinary 1 ordinary - 100 License holding
Company Limited il L share R I
FREE ] P A PR ) NSyl
Hong Kong Ever Spring Hong Kong Ordinary 1 ordinary - 100 Manufacturing and sale of health and
Medicine Factory Limited 7 i =yl share beauty supplements and products
v U A S R TR NSyl PR S R A T A A O T
Kiwi Lab International Hong Kong Ordinary 1 ordinary - 100 License holding
Company Limited itk =il share R MR
AL B A A 1B ik
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32. PRINCIPAL SUBSIDIARIES (CONTINUED)

32. FEME A E ()

Place of Particulars of Percentage of
incorporation/ issued and equity
establishment Class of paid-up attributable to
and operation shares held capital the Company
Name FEMbRAE Bl HRE R o8BI AN ] HEAS Principal activities
ey T i o 3 bl BRI IRA MR BEREE
Direct Indirect
Hi% M
% %
Medalist Limited BVI Ordinary US$1 - 100 Trademark holding
EEELE  E 1 %50 AR
Power Regal International Hong Kong Ordinary 1 ordinary - 100 Property investment
Limited il il share YIERE
1 B AT PR 1B i
Rich Sunny Investment Limited Hong Kong Ordinary 1 ordinary - 100 Property investment and
A A A A ik & share investment holding
1B i WA E R BT
Royal Medic Chinese Hong Kong Ordinary 3 ordinary - 100 Provision of Chinese medical
Medicine Clinic Limited ik i shares consultation services and trading of
T BE & v 55 P R0 AT PR A T 3 Mt A health products
SR e B RO IR R PR A E 0 B )
Royal Medic (Holdings) Hong Kong Ordinary 100 ordinary - 100 License holding
Limited s i shares FEAT LR
V25 (PEf) A PR 100 %8
Royal Richly (Hong Kong) Hong Kong Ordinary 1 ordinary - 100 Property investment
Limited s HiE share PIERE
s () A RA R 1B A%
Sunny Regent (Asia) Limited ~ Hong Kong Ordinary 1 ordinary - 100 Providing management services to
H 5 (5 A FR A A ik T share other Group companies
1B ik 1 FL At 4 RS 2w (A B S
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For the year ended 31 March 2016 #(Z% —%F— ANF=H =+ —H ILF

32. PRINCIPAL SUBSIDIARIES (CONTINUED)

32. FEME A (48)

Place of Particulars of Percentage of
incorporation/ issued and equity
establishment Class of paid-up attributable to
and operation shares held capital the Company
Name REMbESL,BISr FEE R CBIT K AN ] REAY Principal activities
g T L B bl BRI IRA MREA  REREE
Direct Indirect
H% M
% %
Super Pioneer Holdings Hong Kong Ordinary 1 ordinary - 100 Providing management services to
Limited i =t share other Group companies
Al BEE AR A NSyl 1] FL Al 4 AR S 2 R A AR S
Wisdom Come Medical Hong Kong Ordinary 101 ordinary - 100 Investment holding
Group Limited ik =il shares TOETE
BEEEEA AT 101 B8 78 i
Wisdom Healthcare Taiwan Registered NT10,000,000 - 100 Trading of health and
Co., Limited =3 C kA 10,000,000 G beauty supplements and products
R RS EARAF Hak TRAE B SR8 i B 52
Wisdom Health Products Hong Kong Ordinary 2 ordinary - 100 Trading of health and beauty
Company Limited ik et shares supplements and products and
BB RREE AT PR AT 2 Je 2 i investment holding
Dl T 750 i B AR L9 I
B
THE S R A i (B3 The PRC Registered HK$1,000,000 - 100 Sales of health and beauty supplements
A BRA A * i g 1,000,000 5 7C and products
S DR T S 0 B
Tt A 4 5 (R iy The PRC Registered HK$1,000,000 - 100 Sales of health and beauty supplements
AR A * H £ Mt 1,000,000 & 7C and products
SIS PR A T 52 Al ik L
* Registered under the laws of the PRC as a wholly foreign-owned enterprise. HRYE B R M 2 AN R o
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33. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31 MARCH 2016

Up to the date of issue of these financial statements, the HKICPA has issued
a few amendments and new standards which are not yet effective for the
year ended 31 March 2016 and which have not been adopted in these
financial statements. These include the following which may be relevant to

the Group.

HKFRS 9 Financial Instruments'

HKEFRS 14 Regulatory Deferral Accounts?

HKEFRS 15 Revenue from Contracts with Customers!
HKFRS 16 Leases*

Amendments to HKFRS 11 Accounting for Acquisitions of Interests

in Joint Operations?
Amendments to HKFRS 15 Clarifications to HKFRS 15 “Revenue
from Contracts with Customers”!

Amendments to HKAS 7 Disclosure Initiative®
Amendments to HKAS 12 Recognition of Deferred Tax Assets for
Unrealised Losses®

Amendments to HKAS 1 Disclosure Initiative?

Amendments to HKAS 16 and  Clarification of Acceptable Methods of
HKAS 38 Depreciation and Amortisation’

Amendments to HKAS 16 and ~ Agriculture: Bearer Plants?
HKAS 41

Amendments to HKFRS 10, Investment Entities: Applying the
HKFRS 12 and HKAS 28 Consolidation Exception®

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

Amendments to HKAS 27 Equity Method in Separate Financial
Statements?
Amendments to HKFRSs Annual Improvements to HKFRSs

2012-2014 Cycle?

Effective for annual periods beginning on or after 1 January 2018.
Effective for annual periods beginning on or after 1 January 2016.
Effective for annual periods beginning on or after a date to be determined.
Effective for annual periods beginning on or after 1 January 2019.

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

The Group is in the process of making an assessment as to the impact of
these amendments in the period of initial application. So far, the Group has
concluded that the adoption is unlikely to have a significant impact on the
consolidated financial statements.
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34. COMPANY-LEVEL STATEMENT OF
FINANCIAL POSITION

34. 2] i B IR O

2016 2015
TR—NE TE A
HK$’000 HK$’000
Tt Tkt
Non-current assets R & A
Investments in subsidiaries T A TR E 38,551 38,551
Prepayments TA A IE 79 111
38,630 38,662
Current assets B
Prepayments VAT I 436 244
Amounts due from subsidiaries JE W > 7 EkTE 52,211 52,667
Cash and cash equivalents B4 Bl A 8 80,090 87,710
132,737 140,621
Current liabilities N B=E i
Accruals M R IE 2,229 1,854
Amount due to a subsidiary JEEAS T wl R E 3,323 -
Tax payable JEE A B IE 457 138
6,009 1,992
Net assets Vg 165,358 177,291
EQUITY RE#S
Equity attributable to owners of the Company AN TG NEAGHERS
Share capital A 5,163 5,155
Reserves (note) A (k) 160,195 172,136
TOTAL EQUITY HE 25 48 %8 165,358 177,291

Approved and authorised for issue by the board of directors on 29 June

2016.

Chan Yan Tak

BB TE

Director

#H

MERGN L —ANEAA T HILE ML

BB M o

Wong Mau Tai
HIRHR

Director

#HH
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34. COMPANY-LEVEL STATEMENT OF 34. 2 vi) J& v i B B IR DL R ()
FINANCIAL POSITION (CONTINUED)
Note: fft st -
RESERVES Bt
Retained
earnings/
Share Contributed Share option  (accumulated
premium surplus reserve losses) Total
R s,
T v M AR Vi FRE £ A (RabiE#) Hast
HK$000 HK$000 HKS$°000 HK$°000 HK$’000
Tt T Tt Tt T
(note a) (note b) (note f)
(3T a) (&L b) (FH3E £
At 1 April 2014 AR H—H 122,936 38,541 7,364 22,089 190,930
Change in equity for 2015: R TR )
Loss and total comprehensive loss ESN) &S]
for the year [ FiEkE - - - (84) (84)
Dividends approved in respect DAFR AR B L AL o Y i S
of the previous year (note 12) (BfF5E 12) - - - (20,600) (20,600)
Share options lapsed it 3k - - (139) 139 -
Equity-settled share-based payments DL IBRESS B LU Iy S A5 2
B3 - - 1,075 - 1,075
Shares issued under share option AELEE I P M T A AT
scheme (note 24(a)) (Pt 5E 24(a)) 954 - (139) - 815

At 31 March 2015 and 1 April 2015 WFE—HEZH=1+—H

K= Z—THENA—H 123,890 38,541 8,161 1,544 172,136

Change in equity for 2016: RN )
Loss and total comprehensive loss G v

for the year [ gkt - - - (337) (337)
Dividends approved in respect DATE AR B L 4k R 1 S,

of the previous year (note 12) (ffF3E12) - - - (12,908) (12,908)
Share options lapsed i HEHEE R 3k - - (1,075) 1,075 -
Shares issued under share option AL 0 R - A T

scheme (note 24(b)) (B 5F 24(b)) 1,526 - (222) - 1,304
At 31 March 2016 M oFE—NEZA=Z+—H 125,416 38,541 6,864 (10,626) 160,195
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34. COMPANY-LEVEL STATEMENT OF
FINANCIAL POSITION (CONTINUED)

Notes:

(a)

(b)

()

(d)

()

The share premium represents the difference between the nominal value of the
shares of the Company and proceeds received from the issuance of shares of the
Company. Under the Companies Law of the Cayman Islands, the share premium
account of the Company is distributable to the shareholders of the Company
provided that immediately following the date on which the dividend is proposed to
be distributed, the Company would be in a position to pay off its debts as they fall
due in the ordinary course of business.

Contributed surplus represents the difference between the nominal value of the
ordinary shares issued by the Company and the net asset value of subsidiaries
acquired through an exchange of shares pursuant to the group reorganisation prior to
the listing of the Company’s shares on the GEM of the Stock Exchange.

Merger reserve represents the difference between the nominal values of the ordinary
shares issued by the Company and the share capital of subsidiaries acquired through
an exchange of shares pursuant to the group reorganisation prior to the listing of the
Company’s shares on the GEM of the Stock Exchange.

Pursuant to the Articles of Association of the Group’s PRC subsidiaries and relevant
statutory regulations, appropriations to the statutory reserve fund were made at a
10% of profit after taxation determined in accordance with the accounting rules and
regulations of the PRC. When the balance of statutory reserve fund reaches 50% of
registered capital of each relevant PRC subsidiary, any further appropriation is at the
discretion of the shareholders of this subsidiary. This reserve fund can be utilised in
setting off accumulated losses or increasing capital of the subsidiaries provided that
the balance after such conversion is not less than 25% of their registered capital, and
is non-distributable other than in liquidation.

Translation reserve comprises all foreign exchange differences arising from the
translation of the financial statements of foreign operations. The reserve is dealt with
in accordance with the accounting policy set out in note 2(r).

The share option reserve represents the fair value of the actual or estimated number
of unexercised share options granted to directors of the Company, employees of a
subsidiary and all other eligible participants recognised in accordance with the
accounting policy adopted for equity-settled share-based payments set out in notes
2(m)(ii) and 2(n).

(a)

(b)

(©)

(d)

(e)

()

34. 2] JE i B IR Ot 2 (4)

ik -

MR A 2 ) LB 4
TSR0 5 B2 40369 AR D 52
BT » A 7 B R T O T 24
AL - BRI P 1 A
O RUR0YRE S P 3 BT 950 19 0
%

BN BB A 7 B AT 5 0 A 2 T B
SRR AR 2 W] B33 S W 22 BT A 2 T 2
AL A A0 A R R 2 R T
% o

A DFAf T A0 2 ) 3R AT 9 e 2 T (H B
AR ARR AR 2 ] P 0 T g 2 BT S AR Tl 2
A A S A A ) 2 AR 2 22

AR AR 42 [ e 0 I 2 ) Y ALl R A B S
I 7 ML) > 17 3% 2 (ol 8 K AR o
L S T A9 75 ) BR B AR i B 10%
Rt o T A0 9 A B 0 2% A A o
WiFJag 2 R 1K) 50% E M A - 3l ey o B Jag 24 71
Z IR P AT AR — B K o LR
LTI HE B BB 2 R A B ST R S A
A% PR B A ) 65 B AN TR A LR E I
AM25% > BERIE BN - Rl Rk -

LA A CL A T A S i A R 2 BB AR
il 7 A 2 BEE S0 22 R o A% A T AR I Rk 200)
Rz @ R o

W B Rt 18 7 5 AR DR A 2(m) i) B 2(n) T R
A B DA RORE 55 55 DUy S A 2 B S
MERRIZ TAR A RIS - Mg A R R 8 KT
Hofth A Vb 2 B 1 TT PR A RO 2 R
ATHE S IBEHE 2 AT ( »
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FINANCIAL SUMMARY
HA 5 1 22

RESULTS E 3

2012 2013 2014 2015 2016

TR T CE = TEPULE ZFE A RN
HK$°000 HK$’000 HK$’000 HK$°000  HK$°000
Tt THsoT Tt THsIT T

Revenue & 158,793 163,767 169,684 227,677 189,958
Profit before taxation Io3% 30 T ¥ ) 52,594 46,484 447 39,915 14,735
Taxation HiIH (9,562) (7,220) (6,180) (8,394) (4,314)

Profit/(loss) for the year attributable EN/NCIE >N A

to owners of the Company R () 43,032 39,264 (5,733) 31,521 10,421
Y Q Al T ~ s, g
ASSETS AND LIABILITIES & A
2012 2013 2014 2015 2016
TR ZE -S4 ZEPE ZE - ZENE
HK$’000 HKS$’000 HKS$’000 HKS$’000 HK$’000
Tt Tt Tt T T Tt
Total assets MG RE 89,528 82,929 186,589 209,743 234,460
Total liabilities AR (50,241) (44,378) (18,458) (28,830) (55,080)
Total equity HE 15 KR 39,287 38,551 168,131 180,913 179,380

Note: The figures for the two years ended 31 March 2012 and 2013 have been extracted from the — Fff§k @ =& — T 4E K = F— =4 = H =+ — H 1L Ri4F R #
Prospectus. B4 kB T AR o
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