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Chairman’s Statement

EERESE
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Electronics Division

The decrease in turnover was due to the continued decline in
the TV/DVD sales. The LCD TV market in North America remained
highly competitive; demand was falling and selling prices were
depressed due to price cutting competition.

Sales of karaoke products decreased by 5% due to poor weather
during the holiday season in the winter of 2013 in the North

America.

Gross loss margin of 11% was the result of impairment of
inventory and tooling charges; declining selling prices and
increasing costs of production. The impairment of inventory was
related to third party licensed products which expired at the end
of 2013 and allowance for inventories held by subsidiaries to be
transferred to the Creditors’ Scheme upon it becoming effective.

Other revenue increased by 64% due to higher rental income
from leasing of properties to third party tenants.

Selling and distribution expenses decreased by HK$19.7 million
or 30%. The decrease was proportional to the decrease in

turnover.

Administrative expenses decreased by HK$1.6 million or 2%
compared with last fiscal year mainly due to our continued effort
to cut our operating expenses.

Finance costs increased by HK$2 million due to new factoring
facility provided to one of our overseas subsidiary.
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Chairman’s Statement

EREHRES

Securities Trading

The Group recorded a segment profit of HK$498,000 for the
year.

Properties Investment

The Group reported a segment loss of HK$8.6 million for the
year.

Prospect

As disclosed in the Joint Announcement issued by Achieve
Prosper Capital Limited, Fairy King Prawn Holdings Limited and
the Company dated 21 March 2014, my family and | entered
into a sale and purchase agreement with Achieve Prosper Capital
Limited (the “Purchaser”) to sell our majority shareholdings in
the Company. Achieve Prosper Capital Limited is beneficially
owned by Hong Kong Shihua Holdings Limited, which is wholly
owned by Liaoning Shihua (Group) Property Development
Company Limited and is principally engaged in property
development, property leasing, sales of construction materials,
outdoor and shop advertising, and vehicle storage in the PRC,
focusing on Liaoning province. The sale and purchase agreement
has been completed on 26 June 2014.

As disclosed in the Circular issued by the Company dated
24 May 2014, the Group has also implemented the Group
Restructuring to separate the Distributed Businesses and the
Scheme Businesses from the Remaining Business and to facilitate
the Distribution In Specie and the Creditors’ Scheme.

The Group has been suffering losses for six consecutive financial
years from 2009 to 2014. Falling demand and keen competition
in the television set market in North America have driven
down selling prices and sales volume of the Group’s television
set products. On the other hand, the Group’s manufacturing
operation, which mainly produces television sets, is facing
escalating manufacturing costs in the PRC (in particular labour
costs due to labour shortage) and appreciation of Renminbi.
The falling demand and selling prices, together with the rising
manufacturing costs, have caused wasted capacity of the
manufacturing operations of the Group and substantial losses
to the Group. The management of the Company considers that
the prospect of restoring optimum scale of the manufacturing
operation and improving the Group’s profitability is slim.
Accordingly, in order to ring-fence the profitable businesses
of the Remaining Group so that the financial position of
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Chairman’s Statement

FERESE

the Remaining Group will not be adversely affected by the
continuing deterioration of the manufacturing operation,
the management of the Company decides to implement the
Creditors’ Scheme to deconsolidate the manufacturing operation
of the Group.

Upon the Creditors’ Scheme becoming effective, the Scheme
Subsidiaries which are engaged in manufacturing and sourcing of
raw material will be transferred to the Administrators Vehicle for
realization for the benefit of the creditors of the Company who
are subject to the Creditors’ Scheme. Financial performance of
these non-promising Scheme Subsidiaries will be deconsolidated
from the Company’s consolidated financial statements and
profitability of the Company will improve. Furthermore, without
having to support the under-utilised manufacturing arm, the
Remaining Group may source finished goods from independent
suppliers at more competitive prices and achieve a more flexible
cost structure in response to market conditions. Therefore, it is
expected that deconsolidation of the manufacturing arm by way
of the Creditors’ Scheme will improve financial performance and
position of the Remaining Group.

At the adjourned special general meeting of the Company on
19 June 2014,
Scheme Subsidiaries to the Administrators’ Vehicle has been

the resolution for approving transfer of the

approved. Subject to the approval of the Creditors’ Scheme by
the requisite majority of creditors and approval from the Courts,
the Creditors’
Subsidiaries shall be transferred to the Administrators’ Vehicle.

Scheme shall become effective and the Scheme

During the negotiations between the parties to the Sale and
Purchase Agreement, the Purchaser has expressed that it is not
interested in the Distributed Businesses, namely the Group’s
business of property investment and sale of television sets prior
to the Group Restructuring. On 26 June 2014, the Company
has distributed shares to its shareholders in the Privateco, which
upon completion of the Group Restructuring will operate the
Distributed Businesses and a wholly owned subsidiary of the

Company prior to the Distribution In Specie.
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Chairman’s Statement
FEHREE

As a result of the Distribution In Specie, the Privateco together
with the Distributed Businesses (the “Privateco Group”) will
cease to be a subsidiary of the Company, and the Group will
continue to carry on the Remaining Business, representing the
business of sale of electronic products, such as karaoke, audio,
video, musical instrument and clocks and other electronic
products acquired from the Scheme Subsidiaries, the Privateco
Group or third party suppliers to external customers in the
U.S. and Canada. The Privateco Group will continue to carry
on the business of property investment and sale of certain
existing models of electronic products to the Remaining Group
in accordance with the terms of the Framework Purchase
Agreement, which was also approved by shareholders of the
Company at the adjourned SGM held on 19 June 2014.

As a result of the abovementioned Group Restructuring,
Distribution In Specie and implementation of the Creditors’
Scheme, management is confident the Remaining Group will
streamline its operation with the remaining trading business and
will provide an opportunity for the Company to turn around to
profitability in the near future.

Management will focus to revamp new products and designs.
In January 2014, our overseas subsidiary received the honoree
award issued by the International Consumer Electronics Show
(CES) organization in Las Vegas, United States for design and
innovation of our Home karaoke product. This was a great
acknowledgement to us that we are stepping in the right
direction. We will build on our strength to market new products
and will partner with third party manufacturers to make the
products for us.

The Purchaser will conduct a review on the financial position
and the operations of the Company and will formulate long-
term business plans and strategy of the Company, explore other
business opportunities and consider whether any asset disposals,
asset acquisitions, business rationalisation, business divestment,
fund raising, restructuring of the business and/or business
diversification will be appropriate in order to enhance the long-
term growth potential of the Company.
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Chairman’s Statement
FEREE

FINANCIAL POSITION

Liquidity and Financial Resources

The financial position of the Group remained stable. As at
31 March 2014, cash and bank deposits amounted to HK$28
million, as compared to HK$36 million last year.

Gearing ratio calculated as total borrowings, which excludes
convertible notes and amount due to a shareholder, to
shareholders’ funds was 0.22 (2013: 0.19), and net borrowings,
calculated as total borrowings less bank balances and cash,
to shareholders’ funds was 0.13 (2013: 0.12). Current ratio
calculated as current assets to current liabilities changed to 0.76
from 1.35 last year.

Financing and Capital Structure

The Group finances its operations by combination of equity and
borrowings. As at 31 March 2014, the Group’s total borrowings
is about HK$71 million (2013: HK$91 million), of which the
whole amount is repayable within one year. Net borrowings is
HK$43 million (2013: HK$55 million).

The Group’s transactions were mostly denominated in US dollars
and Hong Kong dollars. The exposure to exchange rate risk was
insignificant.

Pledge of Assets

As at 31 March 2014, the Group pledged certain assets with
carrying value of HK$236 million (2013: HK$239 million)
to secure general credit facilities and margin accounts with
securities brokers.

Contingent Liabilities

As at 31 March 2014, the Group had no contingent liabilities.

STAFF

As at 31 March 2014, the Group had a total staff of 201 of
which 174 were employed in the PRC and overseas for the
Group’s manufacturing and distribution business.

The Group provides employee benefits such as staff insurance,
retirement scheme, discretionary bonus and share option scheme
and also provides in-house training programmes and external
training sponsorship.
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Directors and Senior Management’s Profile

EERSREEARER

DIRECTORS AS AT 30 JUNE 2014 (DATE OF
DIRECTORS’ REPORT)

Executive Directors

Mr. Philip Lau Sak Hong, aged 67, was appointed an executive
director of the Company on 26 September 1989. He is also the
Chairman and Managing Director of the Company. He has been
in the Group for 44 years and over 44 years of management
experience in the electronics industry. Mr. Lau did not hold any
directorship in other listed public companies in the last three
years. Mr. Lau is also a director in a number of subsidiaries of
the Group of the Company. He is the brother of Mr. Anthony
Lau Sak Kai, Mr. Andy Lau Sak Yuk, Ms. Carol Lau Chu Lan, Mr.
Eric Lau Shek Hung and Mr. Jacky Lau Sek Hoi who are executive
directors or senior management of the Company.

Mr. Lau has resigned as executive director and Chairman of the
Board with effect from 21 July 2014.

Mr. Anthony Lau Sak Kai, aged 64, was appointed an
executive director of the Company on 26 September 1989. Mr.
Lau has been in the Group for 42 years and is responsible for
the Group’s overall production management in China and also
in charge of the research & development of the Group. Mr. Lau
did not hold any directorship in other listed public companies
in the last three years. Mr. Lau is also a director of a number of
subsidiaries of the Group of the Company. He is the brother of
Mr. Philip Lau Sak Hong, Mr. Andy Lau Sak Yuk, Ms. Carol Lau
Chu Lan, Mr. Eric Lau Shek Hung and Mr. Jacky Lau Sek Hoi who
are executive directors or senior management of the Company.

Mr. Lau has resigned as executive director of the Company with
effect from 21 July 2014.

Mr. Andy Lau Sak Yuk, aged 64, was appointed an executive
director of the Company on 26 September 1989. He is in charge
of the research and development of the Group and has been in
the Group for 42 years. Mr. Lau did not hold any directorship
in other listed public companies in the last three years. Mr. Lau
is also a director in a number of subsidiaries of the Group of
the Company. He is the brother of Mr. Philip Lau Sak Hong, Mr.
Anthony Lau Sak Kai, Ms. Carol Lau Chu Lan, Mr. Eric Lau Shek
Hung and Mr. Jacky Lau Sek Hoi who are executive directors or
senior management of the Company.
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Directors and Senior Management’s Profile

EEREREEARESN

Mr. Lau has resigned as executive director of the Company with
effect from 21 July 2014.

Ms. Lau Chu Lan, Carol, aged 65, was appointed an
executive director of the Company on 23 July 2010. She is
also the Chief Financial Officer of the Company. She has
37 years of experience in financial management, business
consultation, financial and regulatory auditing. Ms. Lau
serves as Chairwoman of the Board of The Singing Machine
Company, Inc., and serves as Chief Financial Officer of Cosmo
Communications Corporation, which are subsidiaries of the
Company and both are registered as public listed companies in
the United States. Save as disclosed above, she did not hold
any directorship of other public listed company in the last three
years. Ms. Lau is the sister of Mr. Lau Sak Hong, Philip, Mr.
Anthony Lau Sak Kai, Mr. Andy Lau Sak Yuk, Mr. Eric Lau Shek
Hung and Mr. Jacky Lau Sek Hoi who are executive directors or
senior management of the Company.

Ms. Lau has resigned as executive director and Chief Financial
Officer of the Company with effect from 21 July 2014.

Non-Executive Director

Mr. Hon Sheung Tin, Peter, aged 73, had been an independent
non-executive director of the Company on 1988 and re-
designated as non-executive director of the Company on 28
September 2004. He has been practising as a solicitor in Hong
Kong for over 44 years. He retired as Senior Partner of Messrs.
Hon & Co., Solicitors & Notaries since 1 April 2008 and remains
as consultant. He is a director of Starlight Industrial Holdings
Limited and The Singing Machine Company, Inc. where both
are subsidiaries of the Company. He is a member of audit
committee, remuneration committee and nomination committee
of the Company.

Mr. Hon has resigned as non-executive director of the Company
with effect from 21 July 2014.
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Directors and Senior Management’s Profile

EERSREEARER

Independent Non-Executive Directors

Mr. Chan Chak Chung, aged 56, was appointed director of the
Company on 30 September 2004. He is an Independent Non-
executive Director. He is also the Chairman of audit committee
and nomination committee of the Company and a member of
remuneration committee of the Company. He is a qualified
accountant with about 33 years in the public accountancy
profession. He holds a Master degree in Business Administration.
He is an associate member of Hong Kong Institute of Certified
Public Accountants and the Association of Chartered Certified
Accountants of United Kingdom. He did not hold any directorship
in other listed public companies in the last three years.

Mr. Chan has resigned as independent non-executive director of
the Company with effect from 21 July 2014.

Mr. Chuck Winston Calptor, aged 58, was appointed director
of the Company on 30 September 2004. He is an Independent
Non-executive Director. He is also a member of remuneration
committee and nomination committee of the Company. He has
been practising as a solicitor in Hong Kong over 32 years. He
holds a Bachelor Degree of Arts from University of Ontario,
Canada. He is also an independent non-executive director of ITC
Corporation Limited and Sunley Holdings Limited, all of which
are listed on the Stock Exchange.

Mr. Chuck has resigned as independent non-executive director
of the Company with effect from 21 July 2014.

Mr. Tang Yee Man, aged 66, was appointed director of
the Company on 26 August 2013. He is an Independent
Non-Executive Director. He is also a member of the audit
Committee and the Chairman of the remuneration committee of
the Company. He is a consultant of Centraline Property Agency
Limited since 2009. He is also the Hon. Secretary General of
Centraline Charity Fund and School Supervisor of Emmanuel
Primary School since 2002. Mr. Tang holds a Master Degree in
Philosophy from University of Cambridge, UK, and a Bachelor
of Arts Degree and a Master Degree of Social Work from the
University of Hong Kong. He has not held any directorships in
other listed public companies in the past three years.

Mr. Tang has resigned as independent non-executive director of
the Company with effect from 21 July 2014.
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Directors and Senior Management’s Profile

EEREREEARESN

INCOMING DIRECTORS

Executive Directors

Mr. Wang Jing, aged 59, has been appointed as executive
Director and the Chairman of the Board with effect from
21 July 2014. He is a vice chairman of Liaoning Federation
of Industry and Commerce GEEH T %84 <), a Liaoning
Province Model Worker (EZE & % E)#E58) in 2006, and a member
of People’s Congress of Benxi City (&ZZ M A KK K). He has
founded Liaoning Shihua Property and he had been appointed
as the general manager of Liaoning Shihua Group (EEEFE
&) (“Liaoning Shihua Group”) since April 2007. He currently
acts as the chairman of Liaoning Shihua Group. He has also
been an executive member of the Property Development Industry
Association of Liaoning Province (EEAEMETE RS B KE
=) since March 2012. In February 2014, Mr. Wang was awarded
as “Liaoning Province Excellent Builder” (EEEAEFERE) by
various organisations including the Liaoning United Front Work
Department of the Chinese Communist Party (Ff i E B4 &
BLER). Mr. Wang Jing is the father of Mr. Wang Xing Qiao,
an executive Director and the Chief Executive Officer of the
Company with effect from 21 July 2014.

Mr. Wang Xing Qiao, aged 26, has been appointed as
executive Director and Chief Executive Officer of the Company
with effect from 21 July 2014. Mr. Wang graduated from the
University of Toronto with a bachelor’s degree in commerce
with high distinction in 2009. He also obtained a master of
philosophy degree in finance from the Judge Business School of
the University of Cambridge in 2010. He is currently the deputy
general manager of Liaoning Shihua Group and is also the
Shenyang regional general manager of Liaoning Shihua Group.
He is the son of Mr. Wang Jing, an executive Director and the
Chairman of the Board with effect from 21 July 2014.

Mr. Chen Wan Jin, aged 52, has been appointed as executive
Director with effect from 21 July 2014. He obtained a
postgraduate certificate in Economic Law from Capital University
of Economics and Business (E#BAEEE 5 RKE) in 2002. He has
been the president and party branch general secretary of South
Branch of Benxi City Commercial Bank (AZE Mm% EITEMbETT
TRREZEHER) since March 2010.
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EERSREEARER

Mr. Zhao Shuang, aged 34, has been appointed as executive
Director with effect from 21 July 2014. He graduated from
Changchun University (&AKZ) in 2002, majoring in marketing
and sales. Mr. Zhao was appointed as the head of assets
management of Liaoning Shihua Group in 2009 and later the
general manager of Liaoning Shihua Group responsible for assets
management in January 2014. Prior to joining Liaoning Shihua
Group, Mr. Zhao has been a project manager, assistant to
general manager and vice general manager of Dalian Dongzhan

Group Co. Ltd. (REEREREEHBRAF) from 2002 to 2009.

Non-Executive Director

Mr. Li Jun, aged 62, has been appointed as non-executive
Director with effect from 21 July 2014. He graduated from Beijing
Open University (At R BB KX E) in the field of industrial and
economics management in 1988. He was the general secretary
of Liaoning Province Benxi City Real Estate Association (EEH
RETEMERHE) from 1997 to 2007. Mr.
as the Benxi regional vice general manager of Liaoning Shihua

Li was appointed

Group in 2007, and the general manager of Liaoning Shihua
Property Group in 2014.

Independent Non-Executive Directors

Mr. Yang Xin Hua, aged 61,
independent non-executive Director with effect from 21 July

has been appointed as an

2014. Mr Yang completed a four-year programme in steel rolling
equipment manufacturing and craft (8.8 R ERE &K T EH) at
North-eastern Heavy Machinery Academy (BRILERVMEMEFR) in
June 1977. He was the chairman and general manager of Bei
Tai Iron and Steel (Group) Co., Ltd. (At A& (EB)ER BT A 7))
and he has been a part-time professor at Yanshan University (3
LK 2) since 2002.
Mr. Wang Ping, aged 44, has been appointed as an
independent non-executive Director with effect from 21 July
2014. Mr. Wang has over 15 years of experience in corporate
finance, audit and accounting. He is currently an executive
director and chief financial officer of China Vehicle Components
Technology Holdings Limited, a company listed on the Stock
Exchange (stock code: 1269). Before that, Mr. Wang worked as
vice president in EV Capital Pte Ltd from May 2007 and March
2010. From February 2004 to March 2007, he served as chief
financial officer for China Jishan Holdings Limited (FF % L4%
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EEREREEARESN

B R A 7)), the shares of which are listed on the main board
of Singapore Stock Exchange. From September 1999 to August
2002, he served as a senior accountant and subsequently a
manager for audit department of Deloitte Touche Tohmatsu CPA
Ltd. Mr. Wang graduated from Nanjing University (F &KX £2)
majoring in Economics and Management in 1993 and obtained
a master’s degree in business administration from Lingnan
(University) College of Sun Yat-Sen University (1L KX£2) in 2004.
He is a non-practicing member of Shanghai Institute of Certified
Public Accountants.

Mr. Wang has also served as independent non-executive director
of the following public companies:

o Chongyi Zhangyuan Tungsten Co., Ltd., a company listed
on the Shenzhen Stock Exchange (stock code: 002378.s52)
(November 2010 — present)

o China Hangking Holdings Limited, a company listed
on the Stock Exchange (stock code: 3788) (February
2011 — present)

o China Tianrui Group Cement Company Limited, a
company listed on the Stock Exchange (stock code: 1252)
(December 2012 — present)

o Shenzhen Fuanna Bedding and Furnishing Co., Ltd., a
company listed on the Shenzhen Stock Exchange (stock
code: 002327.sz) (December 2013 - present)

o Jiayao Holdings Limited, a company listed on the Stock
Exchange (stock code: 1626) (June 2014 — present)

Mr. Cheng Tai Kwan Sunny (&$X%5), aged 42, has been appointed
as independent non-executive Director with effect from 21 July
2014. He obtained a bachelor’s degree of business administration
in accounting from The Hong Kong University of Science and
Technology in November 1996, a master of science degree
from The Chinese University of Hong Kong in December 2006
and a degree of executive master of business administration
from Northwestern University and The Hong Kong University
of Science and Technology in December 2009. Mr. Cheng
was admitted as an associate of the Association of Chartered
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EERSREEARER

Certified Accountants in July 1999 and a member of the Hong
Kong Institute of Certified Public Accountants in September
2001. Mr. Cheng has years of experience in management,
financial reporting and management accounting. Mr. Cheng
worked for a subsidiary of Li & Fung Limited, a company listed
on the Stock Exchange from January 2005 to June 2012. Mr.
Cheng is currently the chief executive officer of a private group.

Senior Management

Mr. Lau Shek Hung, Eric, aged 58, a brother of Mr. Lau Sak
Hong, Philip, is a Director of a major subsidiary of the Group.
He is responsible for the Group’s electronic products business.
He has been in the Group for 17 years and has over 25 years of
experience in the electronics field.

Mr. Lau Sek Hoi, Jacky, aged 55, a brother of Mr. Lau Sak
Hong, Philip, is a Director of a major subsidiary of the Group.
He is holding a science degree from one Australian university
and is currently responsible for the Group’s material sourcing,
purchasing and control activities. He has been in the Group for
29 years.

Gary Atkinson, aged 33, joined The Singing Machine Company,
Inc. in January 2008 and was appointed as the interim Chief
Executive Officer in November 2009. Mr. Atkinson is a licensed
attorney in the State of Florida and Georgia. He graduated from
the University of Rochester with a Bachelors Degree in Economics
and has been awarded a dual-degree J.D./M.B.A. from Case
Western Reserve University School of Law and Weatherhead
School of Management. Mr. Atkinson is the nephew of Mr. Lau
Sak Hong, Philip and son of Ms. Lau Chu Lan, Carol.

Mr. Peter Horak, aged 75, was appointed Chief Executive
Officer of Cosmo in January 2001. He is the co-founder of
Cosmo Canada and has been its CEO since 1988. Mr. Horak has
extensive knowledge and experience in distribution of consumer
electronics products in Canada. Prior to joining Cosmo Canada in
1982, Mr. Horak worked with several top electronic companies
and served as Sanyo’s Vice President of Sales and Marketing.
He leads the sales team to open new markets and develop new
products and works closely with the administrative group and
warehouse supporting group.
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Corporate Governance Report

TREGHRE

The Company is committed to maintaining a high standard of
corporate governance. The board of directors of the Company
("the Board”) firmly believes that to maintain a good, solid
and sensible framework of corporate governance will ensure
the Company to run its business in the best interests of its
shareholders as a whole.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company adopted all the code provisions in Corporate
Governance Code (“the Code”) contained in Appendix 14 of the
Rules Governing the Listing of Securities on the Stock Exchange
(“the Listing Rules”) as its own code on corporate governance
practices.

During the year ended 31 March 2014, the Company has
complied with the Code except the following:

1. Pursuant to code provision A.2.1, the roles of chairman
and chief executive officer of an issuer should be
separated and should not be performed by the same
individual. The division of responsibilities between the
chairman and chief executive officer should be clearly
established and set out in writing. Mr. Philip Lau Sak
Hong is currently the chairman and managing director
of the Company. Having considered the current business
operation and the size of the Group, the Board is of
the view that Mr. Lau acting as both the chairman and
managing director of the Company is acceptable and in
the best interests of the Company. The Board will review
this situation periodically.

2. The Company was incorporated in Bermuda and enacted
by private act, the Starlight International Holdings Limited
Company Act, 1989 of Bermuda (the “1989 Act”).
Pursuant to section 3(e) of the 1989 Act, director holding
office as executive chairman or managing director shall
not be subject to retirement by rotation at each annual
general meeting as provided in the bye-laws of the
Company (“the Bye-laws”). As the Company is bound by
the provisions of the 1989 Act, the Bye-laws cannot be
amended to fully reflect the requirements of the code
provision A.4.2 which stipulates that every director,
including those appointed for a specific term, should be
subject to retirement by rotation at least once every three
years.

ARBBNBFTEKRKFEEER - ARARERR
(TEFERDAE  #FRI  REMATNEXE
AR BRRARRZEBLENTEHEBRESR

REME ©

BTEEERTR

ARREERMBZAES EWRR (T LR H
Bt E s eEERTRI(TRANEREART D
XEIRTAl -

BToIFEN  ARBRBE_SE—MF=A=+
—BUEFE-BEETTHZIMRE

1. RIBTAMESCEA 2 M6 - BT AZRERITHR
BB BEREIRS  BTEAR— AL
T ETRETBARZBERSAERRRE
FIE - BIHE LR BEARARA 2 TFEFR
EERKRE - ERNBNEBEFBRELRE
BzRE  BERARE  BEEEHERR
A2 ETFREFHLEDARIRTAERR
AlEREND - EERHERRTBHBER

2. RRBDRELNE-NNNFAREH
BRERARARE(—ANAAFEDR
BRETMAL - RE—NNNFEZE3(e)
B EERTIRRESTRLECEEHA
REARB 2 XRAA(ABAAAIRE
REBRRBFRE LWESE - ARARA
RE N NFEZBEXHR - RAEIAR
TREHERTARE BT TR EA4.2
GERSER(BREAR TR EFHzE
B)ABRLVB=ZFHESR RZIRE -

—E-NEER AEBEEERAIE 17




Corporate Governance Report
TEERHE

To enhance good corporate governance practices, Mr. Philip Lau
Sak Hong, the chairman and managing director of the Company
has voluntarily retired from his directorship at annual general
meeting of the Company at least once every three years in order
for the Company to comply with the Code, provided that, being
eligible for re-election, he may offer himself for re-election at
the annual general meeting.

BOARD OF DIRECTORS

The Board is charged with leading the Group in a responsible
and effective manner. Each director has to carry out his/her
duties in utmost good faith above and beyond any prevailing
applicable laws and regulations and act in the best interests of
the shareholders. The duties of the Board include establishing
the strategic direction of the Group, setting objectives and
monitoring the performance of the Group.

The Board has established schedule of matters specifically
reserved to the Board for its decision and those reserved for
the management. The Board reviews this schedule on a periodic
basis to ensure that it remains appropriate to the needs of the
Company.

The Board consists of four executive directors, three independent
non-executive directors and one non-executive director. Their
brief biographical details and relationship, if any, are described
on page 10 of the Annual Report.

The independent non-executive directors, all of whom are
independent of the management of the Company, are highly
experienced professionals coming from a diversified background.
They ensure that the Board maintains high standards of financial
and other mandatory reporting as well as providing adequate
check and balance of safeguard the interest of shareholders and
the Company as a whole.
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EEERESE

Each of the independent non-executive directors and non-
executive director has entered into an appointment letter with
the Company pursuant to which each of them is appointed for
service with the Company from 1 October 2012 to 30 September
2013. The appointment shall terminate on the earlier of (i) 30
September 2013, or (ii) the date on which the director ceases
to be director for any reasons pursuant to the bye-laws of the
Company or any other applicable laws.

Role of the Board

The Board decides on corporate strategies, approves overall
business plans and evaluates the Group's financial performance
and management. Specific tasks that the Board delegates to the
Group’s management include the implementation of strategies
approved by the Board, the monitoring of operating budgets,
the implementation of internal controls procedures, and the
ensuring of compliance with relevant statutory requirements and
other rules and regulations.

Corporate Governance Functions

The Board is also responsible for performing the corporate
governance duties as set out below:—

1. develop and review the Company’s policies and practices

on corporate governance and make recommendations;

2. review and monitor the training and continuous
professional development of directors and senior
management;

3. review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

4. develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors; and

5. review the Company’s compliance with the Code and
disclosure in the Corporate Governance Report under
Appendix 14 to the Listing Rules.
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Directors’ training

Based on the training records provided by the directors, the
directors participated in the following training during 2013/2014

ExEd

REBEERHIFIRE  EFN_T—=F /=

M SR T

Reading regulatory
updates/attending
in house briefing

Attending expert
briefing/seminars/
conference
relevant to

the business/
director’s duties

HEEEER
EEREZ
MEREEH, EXENE
Name of Directors EEHA HEARBENS R =
Philip Lau Sak Hong 2185 57 v -
Anthony Lau Sak Kai 21855 v -
Andy Lau Sak Yuk 2858 v -
Carol Lau Chu Lan 225 v -
Non-Executive Director FHITES
Peter Hon Sheung Tin EH 4 v
Independent Non-Executive Directors B FHTES
Chan Chak Chung Bk 22 {rf v 4
Chuck Winston Calptor 2EEE v -
Tang Yee Man HER v/ -
Remuneration of Directors and Senior Management EERERERETM

The remuneration of the members of the senior management by
band for the year ended 31 March 2014 is set out below:

HriNsEE(BT)

Remuneration bands (HK$)

HE_Z-—MF=A=+—HIFE -
REzHMEEHIIINT

=R EE

TE]

Number of persons

AB

$100,000 to $500,000
$500,001 to $1,000,000
$1,000,001 to $1,500,000

100,0007c2500,0007T
500,0017C%1,000,0007T

1,000,0017c%1,500,0007T
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Further particulars regarding Director’s remuneration and the
five highest paid employees as required to be disclosed pursuant
to Appendix 16 to the Listing Rules are set out in note 10 to the
financial statements, respectively.

The full Board meets no less than four times a year to review the
financial and operating performance of the Group. Additional
board meetings were held when necessary. Due notice and
board papers were given to all directors prior to the meeting
in accordance with the Listing Rules and the Code. The Board
has established procedures to enable directors, upon reasonable
request, to seek independent professional advice in appropriate
circumstances at the Company’s expenses.

There were four (4) regular Board meetings held in the financial
year ended 31 March 2014. The attendance record of each
director is shown below. All business transacted at the above
meetings are well-documented and maintained in accordance
with applicable laws and regulations.

REETRAME T NBATRBEZESHHERLS
RRHMES ZE - FHBED BN M B REM T
10 °
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THAREERIE BREFTZHFELEZT
T e bl @RI 2 FTA BRI R IREREN K
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No. of board

meeting attended

Name of directors EEnA HLEESRAERH
Philip Lau Sak Hong 215 R 4
Anthony Lau Sak Kai 21855 4
Andy Lau Sak Yuk 2858 4
Carol Lau Chu Lan 2R5E 4
Peter Hon Sheung Tin 48 H 4
Chan Chak Chung PR 2 3
Chuck Winston Calptor 2EE 4
Tang Yee Man* HER 3
Norman Ho Hau Chong*# fa] [ Z 1

appointed as independent non-executive director on
26 August 2013
## resigned as independent non-executive director on
26 August 2013
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company had adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix
10 of the Listing Rules (“the Model Code”),
conduct regarding director’s securities transactions.

as the code of

The Company has made specific enquiry of all directors that they
have complied with the Model Code throughout the year ended
31 March 2014.

In addition, the Board also established written guidelines on no
less exacting terms than the Model Code for senior management
of the Company in respect of their dealings in the securities of
the Company.

BOARD COMMITTEES

To strengthen the functions of the Board and to enhance its
expertise, there are three Board committees namely, the audit
committee, remuneration committee and nomination committee
formed under the Board, with each performing different

functions.

AUDIT COMMITTEE

The audit committee has been established with defined terms of
reference in alignment with the recommendations set out in “A
Guide for Effective Audit Committees” issued by the Hong Kong
Institute of Certified Public Accountants and the code provisions
set out in the Code of the Listing Rules. During the year, the

composition of audit committee was as follows:—

Mr. Chan Chak Chung

Mr. Peter Hon Sheung Tin
Mr. Tang Yee Man

Mr. Norman Ho Hau Chong

(appointed as Chairman on 26 August 2013)
(appointed as member on 26 August 2013)

(Ceased as Chairman and member
on 26 August 2013)
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TEERRE
The audit committee meets no less than twice a year with BXRZECEFUESAETIREABIINEXEAMESHE
the senior management or the external auditors. The role 319\)\5’3@’/? %V?%@Zﬁ@&ﬂ%%“% D E
and function of the audit committee include: to review the AEBEFRFEMRSTE LB EELMEEEBRSE
accounting principles and practices adopted by the Group and HE : ﬁE%ZlS%Iﬁﬂ%#&%%Zﬁ%élﬁ - EREER AT

other financial reporting matters, to assure the completeness,
accuracy and fairness of the financial statement of the Group,
discuss the effectiveness of the systems of internal control
throughout the Group and most importantly, and to review all
significant business affairs managed by the executive directors in
particular on connected transactions.

The committee also provides advice and recommendations to the
Board and oversees all matters relating to the external auditors,
and it plays an important role in monitoring and safeguarding
the independence of external auditors.

The audit committee met three (3) times during the financial
year ended 31 March 2014. Work undertaken by the audit
committee included:

- reviewing of the financial statements for the year
ended 31 March 2013 and for the six months ended 30

September 2013;

- reviewing of the auditors’ fees and its re-appointment;
and

- reviewing internal control and risk management system.
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The attendance record of each member is shown below. All
business transacted at the above meetings are well-documented
and maintained in accordance with applicable laws and
regulations.

Name of audit committee members EREECSEENR

BEREZHFEREHE2NNT - R LR SHEE 2
P B FHHRRE A R RO Z B8k RIFE o

No. of audit
committee
meeting attended

HEERZEEEERRHY

Chan Chak Chungt* WoR 2 fr # 3
Peter Hon Sheung Tin FEIEE 3
Tang Yee Man# HERE" 2
Norman Ho Hau Chong*# fa] [ g+ 1
# appointed as Chairman on 26 August 2013 # RZE—=FNAZ+ R NAEZTAERE

“ appointed as member on 26 August 2013

it ceased as Chairman and member on 26 August 2013

REMUNERATION COMMITTEE

The remuneration committee has been established with defined
terms of reference.

During the year, the composition of remuneration committee

was as follows:—

Mr. Tang Yee Man (appointed as Chairman and member
on 26 August 2013)

Mr. Peter Hon Sheung Tin

Mr. Chuck Winston Calptor

Mr. Chan Chak Chung (ceased as Chairman and member on
26 August 2013)

The Company aims to design remuneration policies that attract
and retain executive needed to run the Group successfully and
to motivate executives to pursue appropriate growth strategies
whilst taking into account performance of the individual.
The remuneration should reflect performance, complexity
and responsibility of the individual; and the remuneration
package will be structured to include salary, bonus and share
options scheme to provide incentives to directors and senior
management to improve their individual performances.
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The role and function of the remuneration committee
include formulation of the remuneration policy, review and
recommending to the Board the annual remuneration policy, and
determination of the remuneration of the executive directors.

The remuneration committee meets once during the financial
March 2014. Work undertaken by the
remuneration committee during the year included:

year ended 31

- reviewing of the remuneration policy for 2013/2014; and

- reviewing of the remuneration of the executive directors
and the independent non-executive directors.

The attendance record of each member is shown below. All
business transacted at the above meeting are well-documented
and maintained in accordance with applicable laws and
regulations.

Name of remuneration

YMZEe A RBRERAIEHFMEE &5
BENFMBE R MESBIRMHEBZE - A
NEEWITEEZM -

FHEZEERNEE—_T-MF=A=1+—BLLHK

FEEHIR FHZEENFAMETZIIER

- BT —=F /T -NFEHHBEK &

- EHATEENBIERTEZZHM -

TXINREKBZHELTE - i EBREZAE
EHORRER A LERZ RRERFE -

No. of remuneration
committee
meeting attended

committee members FNEEERERSE HEFNEEEER R
Tang Yee Man* HER 1
Peter Hon Sheung Tin MM 1
Chuck Winston Calptor F5EB 1
Chan Chak Chung* feg J { # 0
# appointed as Chairman and member on 26 August 2013 # RZEB—=FN\AZ+"BEZAREFRK
Z8
# ceased as Chairman and member on 26 August 2013 ” RZZE—=FNAZ+T R "AEFEEEXRERZE
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NOMINATION COMMITTEE

The nomination committee, which is chaired by Mr. Chan Chak
Chung, has been established on 1 April 2012 with defined terms
of reference. Other members are Mr. Peter Hon Sheung Tin and
Mr. Chuk Winston Calptor. The majority of the members of the
nomination committee are independent non-executive Directors.

The role and function of the nomination committee include
making recommendations to the board on appointment of
directors regarding the qualification and competency of the
candidates, so as to ensure that all nominations are fair and
transparent.

The nomination committee meets once during the financial year
ended 31 March 2014. Work undertaken by the nomination
committee during the year included:

- to review the structure, size and composition (including
the skills, knowledge and experience) of the Board;

- to make recommendations on any proposed changes
to the Board to complement the Company’s corporate

strategy;,

- to assess the independence of independent non-executive

directors; and

- to review and make recommendations to the Board on re-
election of retiring directors.

The attendance record of each member is shown below. All
business transacted at the above meeting are well-documented
and maintained in accordance with applicable laws and
regulations.

Name of nomination

REEES
ARBENR-_FT-——_FMOA-AKIREZES -
MEREMAELEETR  LHEBELE - HAK
ERBERLEERERELRE - REZBEGKREN
KRB RBILIFAITES °

RAZEGZBENBECSHEANETZENESER
ROBBEREABBRENTEZEZ @ FBNARER
BB HE AT LEHR -

RAZEENHE_FT-NF=-A=1T—BLLMHK
FEEHEIR - FARBZEBEC K IIFRSE :

- BMHEERZARE  ABRAK(BER

BE - MBI AEER)

- EMREEARAZARKEMHAES

- EBYIFMITERZBYN R

- EZRYHEBRRIESAEERIZLES

TXHNREKBZHELCS - bl eRREZRA
SR IRE AP FOE R Z Rro ik R FE

No. of nomination
committee
meeting attended

committee members REZEEHERE HEREEESERRH
Chan Chak Chung BoR 2 1
Peter Hon Sheung Tin FEIEH 1
Chuck Winston Calptor 25EB 1
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BOARD DIVERSITY POLICY

The Company has formulated and adopted a board diversity
policy in 2013 aiming at setting out the approach on diversity of
the board.

The board recognizes the importance of having a diverse board
in enhancing the board effectiveness and corporate governance.
A diverse board will include and make good use of differences
in the skills, industry knowledge and experience, education,
background and other qualities of directors of the Company and
does not discriminate on the ground of race, age, gender or
religious belief. These differences will be taken into account in
determining the optimum composition of the board and when
possible should be balanced appropriately.

The Nomination Committee of the Company has responsibility
for identifying and nominating for approval by the board,
candidates for appointment to the board. It takes responsibility
in assessing the appropriate mix of experience, expertise, skills
and diversity required on the board and assessing the extent
to which the required skills are represented on the board
and overseeing the board succession. It is also responsible
for reviewing and reporting to the board in relation to board
diversity.

At present, the Nomination Committee has not set any
measurable objectives to implement the board diversity policy.
However, it will consider and review the board diversity policy
and setting of any measurable objectives from time to time.

COMPANY SECRETARY

The Company has engaged and appointed Mr. Lo Tai On, a
representative from an external secretarial services provider, as
the company secretary of the Company. The primary contact
person with the company secretary of the Company is Ms.
Sylvie Wong, Chief accountant of the Company. Mr. Lo has duly
complied with the relevant training requirement under Rule 3.29
of the Listing Rules.
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AUDITOR’S REMUNERATION

The remuneration in respect of services provided by Deloitte
Touche Tohmatsu for the Group for the year ended 31 March
2014 are analysed as follows:

% B A B &

EY e BERSGHAIRBE_T—ME= A
S+ — B FERAEBRERE A RME ST
m

31 March 2014
—E-NME=A=+—8H

HK$'000
FHT
Professional service in relation to corporate restructuring BRERNEBEDERE 2 EERE
of the Group 9,500
Professional service as reporting accountants of the BB ETHEEREEREY
Group in relation to circular issued for deemed very PR IIRE S G L]
substantial disposal and distribution in specie RS2 EERS 1,420
Audit service RS 2,180
13,100

DIRECTORS’ AND AUDITOR’S
RESPONSIBILITY FOR PREPARING THE
FINANCIAL STATEMENTS

The management provides the explanation and information to
the Board to facilitate an informed assessment of the financial
and other information put before the Board for approval.

The Directors acknowledge their responsibility to prepare the
financial statements that give a true and fair view of the state
of affairs of the Group. Meanwhile, the Directors are responsible
for ensuring that appropriate accounting policies are selected
and applied consistently; and that judgments and estimates
made are prudent and reasonable. In preparing the financial
statements for the year ended 31 March 2014, the accounting
principles generally accepted in Hong Kong have been adopted
and the requirements of the Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants and the applicable laws were complied with.

The Board was not aware of any material uncertainties relating
to events or conditions that might cast significant doubt upon
the Group’s ability to continue as going concern. The Board has
prepared the financial statements on a going concern basis.

The reporting responsibilities of external auditor of the Company
are disclosed in “Independent Auditor’'s Report”.
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INTERNAL CONTROL

The Board has overall responsibilities for maintaining a sound
and effective internal control system of the Group. The system
includes a defined management structure with limits of authority,
safeguard its assets against unauthorized use of disposition,
ensures the maintenance of proper accounting records for the
provision of reliable financial information for internal use or for
publication, and ensures compliances with relevant laws and
regulations. The system is designed to provide reasonable, but
not absolute, assurance against material misstatement or loss,
and to manage the risks of failure in the Group’s operational
systems and in the achievement of the Group’s objectives.

During the year, the Company has conducted review the
effectiveness of system of internal control including risk
management system and also the Company’s accounting and
financial reporting function. The report and findings has been
submitted to the Board and follow-up plan has been adopted
based on recommendations. The Board also reviewed adequacy
of resources, qualifications and experience of staff of the
Company’s accounting and financial reporting function, and
their training programmes and budget.

B B 12
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COMMUNICATION WITH SHAREHOLDERS
AND INVESTOR RELATION

The board recognizes the importance of good communication
with the shareholders. Information in relation to the Group is
disseminated to the shareholders in a timely manner through a
number of formation channels, which include interim and annual
reports, announcements and circulars of the Company.

The general meetings of the Company are valuable forum for
the board to communicate directly with the shareholders. The
shareholders are encouraged to attend the general meetings of
the Company.

An annual general meeting of the Company was held on 26
August 2013 (“the 2013 AGM"). A notice convening the
2013 AGM contained in the circular dated 18 July 2013 was
dispatched to the shareholders together with 2013 Annual
Report. The Chairman of the Board and members of audit
committee, remuneration committee and nomination committee
attended the 2013 AGM to answer questions from the
shareholders.

The Chairman of the 2013 AGM explained detailed procedures
for conduction a poll. All the resolutions proposed at the 2013
AGM were passed separately by the Shareholders by way of poll.
The results of the poll were published on the websites of the
Stock Exchange and the Company after the meeting. No other
general meeting was held during the year ended 31 March 2014.
The attendance record of the directors at general meeting of the
Company is set out below:—
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General meeting

attended
Name of directors EEME HERRAERE
Philip Lau Sak Hong EEYE 1
Anthony Lau Sak Kai 2855 1
Andy Lau Sak Yuk 2858 1
Carol Lau Chu Lan 2R 1
Peter Hon Sheung Tin EERIENE 1
Norman Ho Hau Chong* EEE 0
Chan Chak Chung ek 22 {rp 1
Chuck Winston Calptor 2EE 1
Tang Yee Man*# HER 0
# resigned as independent non-executive director on 26  * RZE-—=F N AT RAFEREIEH

August 2013 TER

i appointed as an independent non-executive director on RZEBE-—=ZFEN\AZ T+ AEZERBEVI

26 August 2013

The forthcoming annual general meeting of the Company will
be held on 5 September 2014 (the “2014 AGM"). A notice
convening 2014 AGM will be published on the websites of the
Stock Exchange and the Company and dispatched together
with the 2014 Annual Report to the shareholders as soon as
practicable in accordance with the Bye-laws and the Code.

The Company is committed to enhancing communications and
relationships with its investors. Designated senior management
maintains an open dialogue with institutional investors and
analysts to keep them abreast of the Company’s developments.

The Company also maintains a website at www.starlight.com.hk,
where updates on the Company’s business developments and
operations, financial information and news can always be found.

Shareholders may at any time send their enquiries and concerns
to the Board in writing through the Company Secretary whose
contact details are as follows:—

Address: 5/F, Shing Dao Industrial Building,
232 Aberdeen Main Road, Hong Kong

Fax: (852) 2814 7850

Email: tonywong@starlight.com.hk
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SHAREHOLDERS’ RIGHTS

Shareholders are entitled to requisition a special general meeting
and put forward proposals at general meeting. Please refer to
the procedures as follows:

(a) Procedures for requisitioning a special general
meeting

Shareholder(s) 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 to vote at general
meetings of the Company may, by written requisition to
the Board or the Company Secretary signed and deposited
in accordance with the Bye-laws of the Company,
Bermuda Companies Act 1981, require the Directors
to call a special general meeting for the transaction of
business specified in the requisition.

(b) Procedures for putting forward proposals at general

meetings

Shareholder(s) holding not less than one-twentieth of
the paid-up capital of the Company carrying the right
to vote at general meetings of the Company or not less
than 100 Shareholders may, at their expense, provide a
written request to the attention of the Company Secretary
signed and deposited in accordance with the Bermuda
Companies Act 1981.

For procedures for the Shareholders to propose a person
for election of a Director at an annual general meeting is
available for viewing at the Company’s website at
www.starlight.com.hk.

Besides, the updated Memorandum of Association
and Bye-laws of the Company has been posted on the
website of the Company at www.starlight.com.hk and
the designated website of the Stock Exchange at www.
hkexnews.hk.
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CONCLUSION w4k

The Company strongly believes that the quality and standard of ARGNEE @ CEEREENKTRMAERES
corporate governance reflects the quality of the management EENEELZ - RIFNOCESAAIHREZEHA
and the operations of the Group's business. Good corporate EBENRERDEER B WIREKRERZF - BEBAE
governance can safeguard the proper use of funds and effective IBHIRERIFNLCEEREN  TEZATE &
allocation of resources and to protect shareholders’ interests.  H## - M RN ESAEBEEETRAKEREE -
The management wholeheartedly advocated of the good practice

in corporate governance and will try our best to maintain,

strengthen and improve the standard and quality of the Group’s

corporate governance.
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The directors present their annual report and the audited
consolidated financial statements of the Company and its
subsidiaries (collectively referred to as the “Group”) for the year
ended 31 March 2014.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries
are principally engaged in the design, manufacture and sale of
a wide range of electronic products, property investment and

securities trading.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 March 2014 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 53.

The directors do not recommend the payment of a dividend for
the year ended 31 March 2014.

INVESTMENT PROPERTIES

Details of the movements in the investment properties of the
Group during the year are set out in note 14 to the consolidated
financial statements.

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL

Details of the movements in the Company’s share capital are set
out in note 32 to the consolidated financial statements.
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DISTRIBUTABLE RESERVES OF THE COMPANY

There is no reserve available for distribution to shareholders as
at 31 March 2014.

DIRECTORS AND SERVICE CONTRACTS

The directors of the Company during the year and up to the
date of this report were:

Executive directors:
Lau Sak Hong, Philip
Lau Sak Kai, Anthony
Lau Sak Yuk, Andy
Lau Chu Lan, Carol

Non-executive director:
Hon Sheung Tin, Peter

Independent non-executive directors:

Chan Chak Chung

Chuck Winston Calptor

Tang Yee Man (appointed on 26 August 2013)

Ho Hau Chong, Norman (resigned on 26 August 2013)

Pursuant to Bye-Law 82 of the Bye-Laws, Mr. Anthony Lau Sak
Kai, Mr. Andy Lau Sak Yuk and Ms. Carol Lau Chu Lan shall
retire from office and eligible for re-election at the annual
general meeting.*

In addition, Mr. Philip Lau Sak Hong, who is the chairman
and managing director of the Company and is not subject to
the retirement by rotation pursuant to Starlight International
Holdings Limited Company Act 1989, will voluntarily retire from
his directorship and eligible for re-election at the annual general
meeting.*
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* Subject to the close of the unconditional mandatory
cash offers by Kingston Securities Limited for and on
behalf of Achieve Prosper Capital Limited to acquire
all the issued shares (other than those already owned
or agreed to be acquired by Achieve Prosper Capital
Limited and parties acting in concert with it), and to
cancel all the outstanding share options of the Company,
details of which are set out in the composite document
jointly issued by Achieve Prosper Capital Limited and the
Company, all the existing directors of the Company will
resign from their respective offices from the earliest time
permitted under The Code on Takeovers and Mergers
and Share Repurchase. In the event of such change in
composition of the board of directors of the Company,
the existing directors of the Company will no longer offer
themselves for re-election at the 2014 annual general
meeting of the Company and the new directors to be
appointed to the board of directors of the Company will
accordingly offer themselves for re-election at the 2014
annual general meeting of the Company.

None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company or any of its subsidiaries which is not determinable
by the Group within one year without payment of compensation
(other than statutory compensation).

Independent non-executive directors have been appointed for a
term of two years and are subject to retirement by rotation as
required by the Company’s Bye-Laws.

DIRECTORS’ INTERESTS IN CONTRACTS
AND CONNECTED TRANSACTIONS

No contract of significance to which the Company or any of its
subsidiaries was a party and in which a director had a material
interest, whether directly or indirectly, subsisted at the end of
the year 31 March 2014 or at any time during the year.
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DIRECTORS’ INTERESTS IN SECURITIES

As at 31 March 2014, the interests and short positions of the
directors or chief executive of the Company in the shares and
share options of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance ("SFO")) which are required (a) to be notified to the
Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they are
taken or deemed to have under such provisions of the SFO); or
(b) pursuant to Section 352 of the SFO, to be entered in the
register referred to therein; or (c) pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) in the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”) to be notified to the
Company and the Stock Exchange were as follows:

Long position in share

EECESER
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ZETETAERETESF R G Z2EETR([FE
TFADEBMRRARBRMN  RRARASEFL
TETHRAERARARBMEAR(ERERESR
HEIRPIZEXVED) 2 B K BB 2 s Ok B 1
™

REHZRAE

Approximate
percentage of
shareholding

Long position/ Number of as at
Name of directors short position Nature of interest shares held 31 March 2014
R-Z—DF
=Z=A=+—H
EEHE RER/%R& ERME BRHEE HFREMBEIHL
Executive directors:
HITES
Lau Sak Hong, Philip Long position Beneficial owner 204,283,551 10.15%
2185 5= 23} EmEAA
Interest of controlled 5,697,497 0.28%
corporation (note a)
TRARER 2 #m (Mista)
Interest of controlled 18,180,747 0.90%
corporation (note b)
ERARER 2 R (Mittb)
Held by trust (note ¢) 304,415,473 15.12%
EEESREE (M)
532,577,268 26.45%
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EERMES

DIRECTORS’ INTERESTS IN SECURITIES EERA5EH(£)

(CONT’D)
Long position in share (CONT'D) RBRBZER(E)
Approximate
percentage of
shareholding
Long position/ Number of as at
Name of directors short position Nature of interest shares held 31 March 2014
RoB-mE
=B=+-—H
EEHE RE/%E ERME BRHEE HFRESES

Executive directors: (CONT'D)
HITESE (&)

Lau Sak Kai, Anthony Long position Beneficial owner 73,148,904 3.63%
2185H rA BEmEAA

Lau Sak Yuk, Andy Long position Beneficial owner 70,473,402 3.50%
21458 rE BEnEA A

Lau Chu Lan, Carol Long position Beneficial owner 15,344,483 0.76%
|22 ®R BB A

Non-executive director:

FHITES

Hon Sheung Tin, Peter Long position Beneficial owner 372,181 0.02%
FEiEH rE BEmEA A

Independent non-executive director:

B EHITES :

Chuck Winston Calptor Long position Beneficial owner 770,000 0.04%
25 R EmiiB A

Interest of controlled 616,000 0.03%
corporation (note d)

ZRABIHEE 2w (HEEd)

1,386,000 0.07%
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EERBEE

DIRECTORS’ INTERESTS IN SECURITIES
(CONT'D)

Long position in share (CONT'D)

Notes:

(a) These shares were held by K.K. Nominees Limited, a
company which is wholly and beneficially owned by Lau
Sak Hong, Philip.

(b) These shares were held by Wincard Management Services
Limited, a company which is wholly and beneficially
owned by the Lau Sak Hong, Philip.

(c) These shares were wholly and beneficially owned by Philip
Lau Holding Corporation, a company beneficially owned
by a discretionary trust, the discretionary objects of which
include Lau Sak Hong, Philip and his associates.

(d) There shares were held by Gather Profit Corporate
Services Limited, a company incorporated in the British
Virgin Islands, and wholly beneficially owned by Ms. Kung
King Man, Inna, being the wife of Mr. Chuck Winston
Calptor. Mr. Chuck Winston Calptor therefore was
deemed to be interested in 616,000 shares.

EEvESER(E)

REROZRE(E)

CER

(a)

(b)

(o)

(d)

ZERN T ERHEGREEEEaRA LA
AIK.K. Nominees Limited# A& °

ZERODERRBIBREZ2EEEH
B 2 A"Wincard Management Services

Limited¥s A -

ZEROBA—2EETESERHERBZRA
Philip Lau Holding CorporationZ& &z
BB ZEREAESIIHABERIGE
REBEALT -

% % B {3 #Gather Profit Corporate
Services Limited# 4/ « Z AR Jy—fA R HE
BHBREESAMKLI2AR  AEEEBEL
4 2 ZEFKung King Man ' InnaZx £t &%
A - Bt - S FBEREWIRKRMN616,000
PRAR 10 R G HE 2w o
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EERMES

DIRECTORS’ IN SECURITIES

(CONT'D)

Long position in the underlying shares of equity derivatives

INTERESTS

of the Company

Long position in the shares and underlying shares of The Singing
Machine Company, Inc. (“SMC"), an associated corporation of

the Company

EEcRsER(E)
RAXDRAFTETRERRN ZER

RARFMEEAEThe Singing Machine Company,
Inc. ([SMC D& RB@EKRG 2 &KE

Aggregate

Number of percentage of

underlying issued share

Number of shares held capital as at

Name of directors shares (Note) 31 March 2014

R-ZE—DF

=BA=+—H

BEMERS HEBRITRAZ

EEHE R & B EENED Elalaa s |

Lau Chu Lan, Carol 68,857 40,000 0.29%
212E

Hon Sheung Tin, Peter 68,857 40,000 0.29%
EHHE

Note: These shares and options were held by the directors as [ifF : ZEWRMEEREREEEATRER AS

beneficial owners.

Save as disclosed above and other than certain nominee shares
in subsidiaries held by directors in trust for the Company or its
subsidiaries, as at 31 March 2014, none of the directors or chief
executive of the Company had any interests or short positions
in the shares, underlying shares or debentures of the Company
or any of its associated corporations (within the meaning of
Part XV of the SFO) as notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
or as recorded in the register kept by the Company pursuant to
Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.
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EERBEE

SHARE OPTIONS

Share options of the Company

The Company has a share option scheme (the “Scheme”) which
was approved and adopted at the special general meeting
of the Company held on 15 January 2008 for a period of 10
years. The primary purpose is to recognise the contribution of
participants and to recruit and retain high calibre employees and
attract human resources that are valuable to the Group. Eligible
participants of the Scheme included any full time employees
(including directors, whether executive or non-executive and
whether independent or not), suppliers, consultants, agents and
advisors of the Group.

The maximum number of share options which may be issued
upon exercise of all options to be granted under the Scheme
must not, in aggregate, exceed 10% of the shares in issue at the
date of passing the relevant ordinary resolution at the general
meeting while overall limit for all outstanding options granted
and yet to be exercised must not exceed 30% of the shares in
issue from time to time.

The total number of shares issued and to be issued upon
exercise of the option granted to each participant in any 12
month period up to the date of the grant shall not exceed 1%
of the shares in issue unless certain conditions are fulfilled.

The period within which the shares must be taken up under an
option is any period as determined by the Board, which shall
not be more than 10 years from the date on which the option is
granted. The option may be exercised by the grantee at any time
during the option period.

The subscription price of the share options is determined by the
Board, but will be no less than the highest of (i) the closing price
of the shares on the offer date; (ii) the average of the closing
price of shares on the 5 trading days immediately preceding the
offer date; or (iii) the nominal value of the shares on the offer
date.

The offer of a grant of share options can be accepted within 28
days from the date of offer. The consideration for the grant is
HK$1 and it will in no circumstance be refundable.

Bk
AT ZH B

ARBAR=_FTENF-A+THARTZERENX
G LHERRASI+F 2 BRES B (T51E) -
TEEMNERRAU2EEZAR  HERREE
FREMRIIHAEEAFEREBZANER °
AFECAER2EEREARBZEMNEZBEE
(BREF  TWHTIGEAT R WELKIFE
i) HER - BAA REREM -

BIEFTEIFM R 2T ABRERITEMmMAREETZ
EERHEH  THEBEENEETBRAERARE
AEgLERBEREETRMNZ10%  MEEHR
BARITE 2 AR RIRGBHTERBAT
B BATRR D 230% ©

HEBRERDZBIEN2EARN - S28ETERE
BAEMBETRE TETZBRNERITBAERD
BT Z21% - MEEBUE TIRIFERID -

RIEBBRERBROD ZHBREEERRE - HELA
RERER N AR BB TF - ARATRBRE
HABR A B R T B A e o

BEREZRBEREERRE  HABRERKETE
RIATEREE (VBN EHE B ZWHIE : (i)
DREERHAHIAERS A Z FHKRTE - =X
()M NE L B 2 EE -

REBRE s ENR BRI B AL 288 REMR -
REBRELRER/VEL  Z2B|EETEABRT
HAARE -
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ESRBEE
SHARE OPTIONS (CONT'D) BREE
Share options of the Company (CONT'D) KRAEZBREE)
The movements of the share options granted to directors, RIEABERFAETESE BELEMRZBERE
employees and advisors of the Group pursuant to the Scheme Z##ERMT :
were as follows:
Number of share options
BREHA
Outstanding Granted Exercised  Outstanding Market Market
Exercise as at during during as at value value
Date of grant Notes price 1.4.2013 the year the year 31.3.2014 per share* per share**
RZE-ZF R-B-mE
NA-H =ZA=1-H
RitBH (i3 e HATE ERERH ERETHE HATE gRHE* BRHE
HK$ HK$ HK$ HKS
BT B BT BT
Directors:
£
Lau Sak Kai Anthony
HHE
25 April 2012 (b) 0.1050 2,000,000 - (2,000,000) - N/A 0.1820
“E-—#NAZ+hA T
25 October 2012 (b) 0.1000 1,500,000 - (1,500,000) - N/A 0.1820
ZZ-Z¥TACZTER TR
Lau Sak Yuk Andy
iy
25 April 2012 (b) 0.1050 2,000,000 - (2,000,000) - N/A 0.1820
ZE2-ZEMAZ+IA TEm
25 October 2012 (b) 0.1000 1,500,000 - (1,500,000 - N/A 0.1820
ZE-Z#+ACTEA Sl
7,000,000 - (7,000,000) -
Employees:
EE:
28 January 2008 (a) 0.2053 858,311 - (126,000) 732,311 N/A 0.2550
ZEENE-AZt\H TEm
31 August 2010 (a) 0.1880 12,000,000 - (7,000,000) 5,000,000 N/A 0.1863
ZE-ZEAAZT-H TER
25 October 2012 (b) 0.1000 10,350,000 - (1,350,000 9,000,000 N/A 0.2065
“2-Z£tA-txR TER
25 January 2013 (0 0.1140 21,600,000 - (21,600,000) - N/A 0.1953
ZE-Z£-A-+hAH TER
44,808,311 - (30,076,000 14,732,311
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EERHREE
SHARE OPTIONS (CONT’'D) BRE(E
Share options of the Company (CONT'D) ARAEZBREE)
Number of share options
BREHA
Outstanding Granted Exercised  Outstanding Market Market
Exercise as at during during as at value value
Date of grant Notes price 1.4.2013 the year the year 31.3.2014 per share* per share**
RZB-Z% RZZ-IE
mA-A =A=t-H
BLAH iz k@ E G FRERMY ERBIE E i BRmE* BRmE**
HK$ HK$ HKS HKS
B B B Y
Advisors:
o
23 January 2008 (a) 0.2228 701,580 - - 701,580 N/A N/A
ZZENE-A=+=H TER TER
12 August 2010 (a) 0.1880 300,000 - - 300,000 N/A N/A
—2-ZE\ATZA TER TER
26 February 2013 (b) 0.1230 2,000,000 - - 2,000,000 N/A N/A
—F-=5ZR=trH TER TR
6 March 2013 (b) 0.1320 1,600,000 - - 1,600,000 N/A N/A
! TER TEf
4 October 2013 (b) 0.1150 - 1,500,000 - 1,500,000 0.1150 N/A
—E-ZHTAMA TR
21 October 2013 (b) 0.1200 - 800,000 - 800,000 0.1180 N/A
ZE-=E+AZt-H T
4,601,580 2,300,000 - 6,901,580

56,409,891 2,300,000  (37,076,000) 21,633,891

* Being the weighted average closing price of the = BIARB L AREEBERERL A2
Company’s ordinary shares immediately before the dates NEFHUETE -
on which the options were granted.

*ox Being the weighted average closing price of the  *x BIAR NGB T Bk B ERETE E R 200
Company’s ordinary shares immediately before the dates U HE -
on which the options were exercised.

Notes: B 5T

(a) These options were granted for an exercise period of ten  (a) EERETRERES S B RETERT
years from the date of grant of the options. & o

(b) These options were granted for an exercise period of five (b) LR RERESE AR ERT
years from the date of grant of the options. & o

(c) Those options were granted for an exercise period of four  (c) LR RET BRI T B ERR I ERTT
years from the date of grant of the options. & o
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statements.

SHARE OPTIONS (CONT’D)
Share options of SMC

Particulars of the share option scheme of SMC (the “SMC
Scheme”) are set out in note 33 to the consolidated financial

The movements of the share options granted to directors of the
Company pursuant to the SMC Scheme were as follows:

BREE)
SMCHY B8 i #E

SMCHE iR I ([SMCRT B ) 2 B E N A B

TEIRFRMIFE3S ©

1R IESMC 3t &I A 2 )3 FATE H B R E 2 2 Bl

ST

Number of
share options
outstanding

Exercise as at 1.4.2013

Name of director Date of grant price to 31.3.2014

R-ZZE—Z=%

mA—B=E

—E—-NEF

=A=+—H

i RATRE

EEHE = B8 TEE ZEREHE

uss$
xE7T

Lau Chu Lan, Carol 31 March 2008 0.45 20,000
2RE 2T/ \F=ZA=+—H

31 March 2009 0.11 20,000
—EENEF=RA=+—H

40,000

Hon Sheung Tin, Peter 31 March 2008 0.45 20,000
EiEH —EENF=A=+—H

31 March 2009 0.11 20,000
—EENF=R=+—H

40,000
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EERBEE

SHARE OPTIONS (CONT'D) BREE)
Share options of SMC (CONT'D) SMCH SRR #E (45)

The movements of the share options granted to employees of RIESMCHEEHE TAEERE(AQNTEER
the Group, other than directors of the Company, pursuant to  9pN) ZEERSHE Z B EEV| AT -
the SMC Scheme were as follows:

Number of share options

BREHE
Outstanding Granted Lapsed Outstanding Market
Exercise as at during during as at value
Date of grant price 1.4.2013 the year the year 31.3.2014 per share*
TEE RZE-Z=F R=ZZE—IF BRME*
_ Us$ MA—H B =A=+—H Us$
BEAH T HARTE FARASES FRBEEAXN e RATE ET
31 December 2002 9.00 4,000 - (4,000) - N/A
—EE_F+_HA=+—H i@ A
19 December 2003 1.97 4,880 - (4,880) - N/A
“EE=F+_HA+AhAH 38
6 February 2004 1.54 6,500 - (6,500) - N/A
—ZEEWFE - AXHAH A iE
26 February 2004 1.36 20,000 - (20,000) - N/A
ZZETNF_A=+XH TEM
29 March 2004 1.20 20,000 - (20,000) - N/A
—EENFE=A=-+hH i@ A
29 November 2004 0.75 40,000 - - 40,000 N/A
—EENF+—AZ+NH N iE A
1 December 2004 0.77 20,000 - - 20,000 N/A
—ETMFE+=-A—H i@ A
9 May 2005 0.60 34,000 - - 34,000 N/A
—EERFRANA AN A
31 March 2006 0.32 60,000 - - 60,000 N/A
—EERFE=A=+—H AN A
10 April 2006 0.33 42,000 - - 42,000 N/A
—ZETRFMNA+HE A
31 March 2007 0.93 60,000 - - 60,000 N/A
—EELFE=A=+—H AN A
31 March 2008 0.45 80,000 - - 80,000 N/A
—EENF=ZAR=+—H e A
31 March 2009 0.11 80,000 - - 80,000 N/A
—EEANF=ZR=+—H TiEMA
31 March 2010 0.03 60,000 - - 60,000 N/A
—E-ZEF=RA=+—H TiE A
29 October 2010 0.06 520,000 - - 520,000 N/A
—ZE-TFE+HA=-+NH iE A
31 l\/larch 2011 0.04 60,000 - - 60,000 N/A
—E-——F=A=+—H TEA
31 March 2012 0.12 60,000 - - 60,000 N/A
—F-—#=A=+—H TR
31 March 2013 0.18 60,000 - - 60,000 N/A
—E-=F=HA=+—H AN
1 July 2013 0.21 - 580,000 - 580,000 0.22
—E-=F+H—H
31 March 2014 0.16 - 60,000 - 60,000 0.17
—E-ME=A=+—H
1,231,380 640,000 (55,380) 1,816,000

* Being the closing price of SMC's ordinary shares * BiISMCE @R 2B RERH B a2 %
immediately before the dates on which the options were HE o
granted. A
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ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

Other than the share options as disclosed above, at no time
during the year was the Company or any of its subsidiaries,
a party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body
corporate.

SUBSTANTIAL SHAREHOLDERS

As at 31 March 2014, the following persons, other than the
interest disclosed above in respect of the directors, had interest
in 5% or more in the shares and underlying shares of the
Company have notified to the Company and have been recorded

BEROIEZ2LZH

B X EE 2 BEBUESN - NARREAEMMEBRA
RAFEARELBREMRY  EARRERLE

b RIS A RIS B AE (A A B 2 IR 5 T
IS FI% -

FERR

RZF-—MOF=ZA=+—8 KRTFTAT(FLEXHE
BEREEMIEZEDINFERRARN LA
Men5% kA E s - WEMEARF RAIDEHN
RRBIRE 7 M AE GRS J%XV*B%BG{IHE*“

in the register of substantial shareholders’ interests in shares and ZEFZREROER KA EELMA
short positions required to be kept under Section 336 of Part XV
of the SFO:
Aggregate
Number of percentage of
shares and issued share
underlying capital as at
Name of shareholders Nature of interest shares 31 March 2014
R-Z—F
=A=+-—-8
ROk HEBTRAZ
PRI A ERME HEARMDEE ERag -
Achieve Prosper Capital Limited Beneficiary owner 1,512,804,872 75.13%
ERERBRAF EmiEB A
Hong Kong Shihua Holdings Limited Interest of controlled corporation 1,512,804,872 75.13%
EﬁﬁﬁThﬁﬁ REEHEAE 2
& T,\ﬁ(ﬁg)%ﬁﬂ?ﬁfﬁ?‘ﬁﬁﬁ Interest of corporation controlled 1,512,804,872 75.13%
MEIEHNER 2 s
Wang Jing Interest of corporation controlled 1,512,804,872 75.13%
T & REIEHEE 2 e
Hu Bao Qin Spouse Interest 1,512,804,872 75.13%
HAEE B B &
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EERBEE

SUBSTANTIAL SHAREHOLDERS (CONT'D)

Notes:

1. As at 31 March 2014, Achieve Prosper Capital Limited
held as beneficial owner interest in 1,076,758,361 shares
and 436,046,511 underlying shares of the Company.

2. As at 31 March 2014, Achieve Prosper Capital Limited

was beneficially and wholly-owned by Hong Kong Shihua
Holdings Limited, which was in turn wholly-owned by
Liaoning Shihua (Group) Property Development Company
Limited GEZEE(KE)FHERZAMR LA ("Liaoning
Shihua Property"). Mr. Wang Jing held 82.84% interest
in Liaoning Shihua Property and Ms. Hu Bao Qin was
his spouse. By virtue of the above, Hong Kong Shihua
Holdings Limited, Liaoning Shihua Property, Mr. Wang
Jing and Ms. Hu Bao Qin were deemed to be interested in
the said 1,512,804,872 shares and underlying shares held
by Achieve Prosper Capital Limited.

Save as mentioned above and in the section headed “Directors’
Interests in Securities”, as at 31 March 2014, the register
maintained by the Company pursuant to Section 336 of the SFO
recorded no other interests or short positions in shares of the
Company.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

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

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
Bye-laws although there are no restrictions against such rights
under the laws in Bermuda.

FERR(E)

B 5L -

U

R-ZZB-HFEF=ZA=+—-H 2&XKE
ABRAFAERESHEAANKAF
1,076,758,36 1/ i {7 436,046,511/ 18
RARR (D R e

R-ZE—NNFEZA=+—08 #LEXHR
RABEBEEBELRARARAE=AEE
e MEESEELRERAAAESESR
FE(EE)EMWERBEBERAR([EFTEE
EHENZ2EHA ITRELEBEEES
ERMERS2.84%m - MAEEL LT A
HEB -EREXFM EAEEERE
RBAd - BEEBEEEME - TREER
EELITHERAENELERNBERAGIFS
#91,512,804,872 1 R ABRERR (D R #EH
M2k o

MEEZESEm | AEIN

R-ET—

ME=ZA=1+—H  ARFARBEFFLHEKEHIE
3BRATHEZERMHT  XELHEEMBALE
ARRZB P EBEMERSAR -

BE HEIEE LTRSS

REEN  AARHEEFMBEARBERED - 1
EHBEARRMER LETHES °

BROELBEERE
88 A ) 30 A A S AR UE LR AE IR B
AAAZAAMATEERELEE R X

RIE -
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EERMES

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group’s largest customer
and five largest customers accounted for 27% and 62%
respectively of the Group’s total turnover for the year.

The aggregate purchases attributable to the Group’s largest
supplier and five largest suppliers accounted for 25% and 40%
respectively of the Group’s total purchases for the year.

None of the directors, their associates, or any shareholder (which
to the knowledge of the directors owns more than 5% of the
Company’'s share capital) has any interest in the Group’s five
largest customers and suppliers.

EMOLUMENT POLICY

The emolument policy regarding the employees of the Group
is based on their merit, qualifications and competence. The
emoluments of the directors are reviewed by the Remuneration
Committee, having regard to the Company’s operating results,
individual performance and comparable market statistics. No
director or any of his associates, and executive is involved in
dealing with his own remuneration.

The Company has adopted share option schemes as an incentive
to directors and eligible employees. Details of the schemes are
set out in note 33 to the consolidated financial statements.

CONNECTED TRANSACTION

On 15 June 2012, the Company issued 1.5% coupon convertible
notes to Mr. Lau Shek Yuen (the “Noteholder”) in principal
amount of HK$36,300,000 due eighteen months from the issue
date of the convertible notes and at an conversion price of
HK$0.104 (subject to anti-dilutive adjustment) per share of the
Company.

The principal amount of the convertible notes of HK$36,300,000
was satisfied by setting off against an amount of HK$36,300,000
owed by the Company to the Noteholder. The Noteholder is
a shareholder of the Company and a brother of Mr. Lau Sak
Hong, Philip, Mr. Lau Sak Kai, Anthony, Mr. Lau Sak Yuk, Andy
and Ms. Lau Chu Lan, Carol, all being executive directors of the
Company.
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EERBEE

CONNECTED TRANSACTION (CONT'D)

Based on the conversion price of HK$0.104 per conversion
share, 349,038,461 conversion shares had been allotted and
issued upon exercise of the conversion rights attached to the
convertible notes in full on 6th December 2013.

ANNUAL CONFIRMATION OF INDEPENDENCE

The Company has received the annual confirmation of
independence from each of the independent non-executive
directors as required under Rule 3.13 of the Listing Rules. The
Company considered all independent non-executive directors to
be independent.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company, and within the knowledge of the directors, the
Company has maintained a sufficient public float not less than
25% of Company’'s issued shares as required under the Listing
Rules throughout the year ended 31 March 2014.

AUDITOR

The financial statements for the three years ended 31 March
2014 were audited by Messrs. Deloitte Touche Tohmatsu.

A resolution will be submitted to the annual general meeting of
the Company to re-appoint Messrs. Deloitte Touche Tohmatsu as

the auditor of the Company.

On behalf of the Board

Lau Sak Hong, Philip
CHAIRMAN

Hong Kong
30 June 2014

BREXS (&
BIRIRESRARBRBONMBTHE  R=F
—ZF+-AAR BURREEMM AR
RERBTEMCERERETZRBKRG A
349,038,461% °

FEZEIRIAS
AARBEESBIENITERRE FMMRAE
BIBRBH 2 FEBUERE - AR REMER
NIERTESEYABILAL -

TERABRERE

BRBEARRMEREZ ARERREZEEMMNE - K
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Independent Auditor’s Report
B ZBERE S

Deloitte.
=E)

TO THE SHAREHOLDERS OF
STARLIGHT INTERNATIONAL HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of
Starlight International Holdings Limited (the “Company”) and
its subsidiaries (collectively referred to as the “Group”) set out
on pages 53 to 173, which comprise the consolidated statement
of financial position as at 31 March 2014, and the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and 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.
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Independent Auditor’s Report
BYZBERES

AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our
opinion solely to you, as a body, in accordance with Section
90 of the Bermuda Companies Act, 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.

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.
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Independent Auditor’s Report
B ZBERE S

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Group as at 31
March 2014, and of the Group’s loss and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
30 June 2014
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
SEBRmaRkEMEEIKER
mEEmkEME 3
For the year ended 31 March 2014
HE-T-MF=A=+—FILFE
2014 2013
—ET-mEF —E—=
Notes HK$'000 HK$'000
B 5E FERT FAT
Turnover et 6 366,953 515,408
Cost of sales SHE B (408,857) (465,183)
Gross (loss) profit FEB)F (41,904) 50,225
Other income H A 7 16,245 9,918
Distribution costs PaR = [P (46,406) (66,110)
Administrative expenses THEA (87,556) (89,164)
Other gains and losses HAh Uz R B8 8 (7,650) (31,138)
(Decrease) increase in fair value of EMES
investment properties NEEECHED)EM 14 (22,111) 68,904
Interest expenses FMEFRX (10,315) (8,186)
Share of profits (losses) of an associate  JE{LEEE A alm A (E1E) 651 (225)
Loss before taxation B 1% A 5 48 9 (199,046) (65,776)
Tax credit mIEE R 11 9,682 7,389
Loss for the year REEEE (189,364) (58,387)
Other comprehensive income 2w
ltems that may be subsequently HEgRegEFHmHES
reclassified to profit or loss: EmMIER
Exchange difference arising on BMEBINEBEE
translation of foreign operations MEH Z%E 429 75
Total comprehensive expense for the year A& 2 MY &8 (188,935) (58,312)
(Loss) profit for the year attributable to: T4l A +FEMEAFE (BB ) EH
Owners of the Company RRBEBA (193,036) (69,829)
Non-controlling interests JEVE R I 3,672 11,442
(189,364) (58,387)
Total comprehensive (expense) income TIALERIEARFE
for the year attributable to: 2 () Wam s :
Owners of the Company PAN/NETEZZ SN (192,699) (69,759)
Non-controlling interests SRR S 3,764 11,447
(188,935) (58,312)
HK cents HK cents
B Al
Loss per share T &8 13
— Basic and diluted —ERREE (11.04) (4.51)
—T-mEFH ABEARERAT 53




Consolidated Statement of Financial Position
r e B ISR R R 3R
N == =X Vil /.
At 31 March 2014
R=ZFT—WF=A=+—H
2014 2013
—E—-UE —FT—=F
Notes HK$'000 HK$'000
B FET FET
Non-current assets ERBEE
Investment properties WEMEHE 14 254,825 276,936
Property, plant and equipment L E 15 77,787 99,248
Prepaid lease payments FENEEREA 16 3,290 3,411
Product development costs E A 17 - -
Goodwill [EESS 18 17,665 17,665
Interest in an associate JE(REE & N AR 20 6,366 5,715
Available-for-sale investments AEEEZRE 21 9,400 9,400
Deferred tax assets IRIEFLTEE B 31 18,951 12,589
388,284 424,964
Current assets MENE E
Inventories FE 23 80,842 185,529
Debtors, deposits and prepayments FEWRIE ~ 128 RIFBENRIA 24 31,530 38,240
Prepaid lease payments FENEERE 16 121 121
Investments held for trading BEEEZRE 25 475 1,043
Financial assets designated at EEARANFEEA
fair value through profit or loss BHZeMEE 22 - 25
Pledged bank deposits EEFPRITFER 26 1,077 -
Bank balances and cash RITHEFRRS 26 28,046 35,806
142,091 260,764
Current liabilities mBEE
Creditors and accrued charges FENTBRIE R FE AT & 27 103,400 66,130
Amount due to a shareholder &A% R FIA 28 12,000 -
Taxation payable FERT I8 1,080 2,043
Borrowings (== 29 68,805 91,135
Bank overdrafts RITEX 26 1,969 -
Convertible notes AlRRR iR 30 - 33,453
187,254 192,761
Net current (liabilities) assets mE(BaE)EEEE (45,163) 68,003
Total assets less current liabilities wEERTEBAE 343,121 492,967
Non-current liabilities ERBBE
Deferred tax liabilities EERIBEEE 31 4,995 8,243
Net assets BEFE 338,126 484,724
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Consolidated Statement of Financial Position

mEMBRRER

At 31 March 2014
R-ZE—mF=A=+—H

2014 2013
—E-MF —F-=F
Note HK$'000 HK$'000
s FET FHET
Capital and reserves AR A R o

Share capital [N 32 201,343 162,731
Reserves & 120,373 310,162

Equity attributable to owners NRARIEE AR
of the Company 321,716 472,893
Non-controlling interests FEVE AR 2 16,410 11,831
Total equity 1A 338,126 484,724

The consolidated financial statements on pages 53 to 173 were SHS53EEFI173BFME2HGAMBRR N _T—
approved and authorised for issue by the Board of Directors on PFNA=Z+HHEZRZELEENE  WHT

30 June 2014 and are signed on its behalf by: JEERKRESE -
21855 21455
Lau Sak Hong, Philip Lau Sak Kai, Anthony
CHAIRMAN AND MANAGING DIRECTOR DIRECTOR
FTEFEEFLEE EaEa
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Consolidated Statement of Changes in Equity
mERERBHR

For the year ended 31 March 2014
BE-_F-—NFE=A=+—HIFE

Attributable to
Attributable to owners of the Company non-controlling interests
ARAFEARE FEREREL
Other Share of Share option
property Share  Convertible  Capital net assets  reserve of
Share Share  Merger  Capital revaluation Translation option notes redemption Accumulated (ibiliies) of ~a listed
capital  premium  reserve  reserve  reserve  reserve  reserve  reserve  reserve losses  Sub-total subsidiaries ~ subsidiary  Sub-total Total
Bt -3LF
Tk KE2E  WELR
Atz BRE & AAEE gt BE(RR)  ZBRE
RE RBEE AHER &AM EGERE  AEER i i i i gt BE i 5 3t
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS000  HKS'000  HK$'000  HKS'000  HK§'000
T T TAL T T T T T T T T T T T T
At 1 April 2012 149,571 132,582 37138 85 52,578 9,220 3936 - 192448 (160015 517583 (418) 07 289 517832
Exchange difference arising on translation
of foreign operations - - - - - 0 - - - - 70 5 - 5 75
(Loss) profit for the year - - - - - - - - - (69829) (69,829 11442 - 1442 (58387)
Total comprehensive income (expense) FER2ENE(RR 68
for the year - - - - - 0 - - - (69829)  (69,759) 11,447 - 1447 (58312
149,571 132,582 37138 85 52,578 9,290 3936 - 292,448 (229,844) 147,784 11,009 07 11,736 459,520
Capital contribution from non-controlling WEATELRRETE
shareholders of a subsidiary - - - - - - - - - - - 59 - 59 59
Deemed partial disposal of a subsidiary - - - N - - - - - - N ) - ) -
Recognition of equity component of BATERERERSS
convertible notes - - - - - - - 5,560 - - 5,560 - - - 5,560
Issue of shares upon exercie of share options RIEREARH 13,160 513 - - - - (4191) - - - 14242 - - - 14242
Recognition of equity-settled share-based
payments - - - - - - 5,286 - - - 5,286 - 57 57 5343
At 31 March 2013 162,731 137,855 31138 106 52,578 9,290 5031 5,560 292,448 (229,844) 472,893 11,067 64 11,831 484,724
Exchange diference arising on tranlation o~ AEBNEREL 2B £E
foreign operations - - - - - 37 - - - - 337 92 - 92 09
(Loss) profit for the year TEE(BR)EN - - - - - - - - - (193,036)  (193,036) 36m - 3672 (189,364)
Total comprehensive income (expense) for the year AFE 2Tl (B%) 8 - - - - - k1) - - - (193,036)  (1926%) 3,764 - 3764 (188,939)
162,731 137,855 37,138 106 52,518 9,621 5031 5560 292448 (422880) 280,194 14,831 764 15595 295,789
Capita contrbution from non-controling WBARERRREE
shareholders of a subsidiary - - - - - - - - - - - 58 - 58 58
Deemed partal disposal of a subsidiary RRALENBLTDAER - - - n - - - - - - 2 @) - @) -
Issue of shares upon exercise of comvertible notes  TARZ EEFEEHZARG 34,904 6,956 - - - - - (5,560) - - 36,300 - - - 36,300
Issue of shares upon exercse of share options ~ ESTRIEREREEARH 3,708 201 - - - - ) - - - 4,660 - - - 4,660
Recogition of equity-settled share-based BANESEENREG
payments FGrAES - - - - - - 8 - - - 8 - m m 861
Unclaimed dividends forfeiture RUFDERE - - - - - - - - - 458 458 - - - 158
At 31 March 2014 RZE-RE=A=1-A 201383 146,883 37,138 128 52,578 9,62 3993 - 148 (422422 321716 14,867 1543 16,410 338126
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Consolidated Statement of Cash Flows
FEEERER
Er JILE
For the year ended 31 March 2014
HE-—F-—WMF=FA=+—HILFE
2014 2013
—E-F —E-=F
HK$'000 HK$'000
FHExT FHET
Operating activities EEEK
Loss before taxation BRELRIAE B (199,046) (65,776)
Adjustments for: -
Share of (profits) losses of an associate FE(REE = AR O ) B8 (651) 225
Release of prepaid lease payments B e B ERIB 121 121
Depreciation of property, plant and W - BEMEETE
equipment 8,375 19,075
Impairment loss recognised in respect of Y WEMEEERZ
property, plant and equipment BEEE 16,054 25,634
Decrease (Increase) in fair value of investment BEMEZ ANFEEBE
properties A (HE ) 22,111 (68,904)
Increase in fair value of BIEEEZREZ
investments held for trading N EEEM (479) (160)
Increase in fair value of PTEeEmI ALY
derivative financial instruments N EEEM - (44)
Increase in fair value of HEREBEATEBE AER
financial assets designated at LERMEEZ
fair value through profit or loss N EEE M (9 (7)
Dividend income from investments BEEBE 2 RE 2R B MG
held for trading (10) (13)
Dividend income from available-for-sale AHEHEZIRE 2R E M
investments - (142)
Share-based payments LARR 9 A 2 13Kk 861 5,343
Interest expenses s =Fa 10,315 8,186
Interest income A B (15) (11)
Gain on disposal of property, plant HEME BE X
and equipment B2 W (16,433) (1,562)
Gain on disposal of a subsidiary s —ERB ARz s (440) -
Allowance for obsolete and slow-moving PRE M BHTFE 2 BB
inventories 62,570 33,379
Allowance for doubtful debts REIRE 2,152 3,072
Bad debt written off IRAR A 1,217 -
Effect of foreign exchange rate change BN RARERER
on inter-company balances BE e 907 139
—E-NEEH AMEBRARAE 57




Consolidated Statement of Cash Flows

MERERER

For the year ended 31 March 2014
BE-_F-—NFE=A=+—HIFE

2014 2013
—E-NEF —ET—=F
Notes HK$'000 HK$'000
s FET FET
Operating cash flows before LEESEFHAIZ
movements in working capital LEIB SR (92,400) (41,445)
Decrease in inventories FERD 42,117 26,275
Decrease in debtors, deposits BUERTE « HE &
and prepayments TR SRIE R 3,341 45,075
Decrease in investments held for trading #{EB & 2 1% &R 1,047 711
Decrease in derivative financial PTHEEBMIT AR
instruments - 27
Increase (decrease) in creditors and ETERTE R BAEMORD)
accrued charges 37,270 (42,049)
Cash used in operations CEMAZE® (8,625) (11,406)
Dividend received from investments BIEEERE 2B
held for trading 10 13
Hong Kong Profits Tax paid ERNEBMNEM (792) (1,776)
Taxation in other jurisdictions paid B e EBEMHIE (554) (1,737)
Taxation in other jurisdictions refunded E4tha)%& 2 RO FiIE 455 -
Net cash used in operating activities KEEBRTAZIRE F58 (9,506) (14,906)
Investing activities & & &
Proceeds from disposal of property, HEWE MEKRK
plant and equipment FiSsRIA 16,815 4,444
Proceeds from disposal of a subsidiary H& — BB R R ZAERE 36 440 -
Proceeds from disposal of financial HERTEAEBEAFEBEA
assets designated at fair value BanzemEEMSHRE
through profit or loss 34 -
Interest received B R B 15 11
Purchase of property, plant and BEME  BERRE
equipment (3,350) (2,841)
Placement of pledged bank deposits FrE EIRRITFR (1,077) -
Proceeds from disposal of an HEREMEMSRE
investment property - 20,976
Dividend received from an associate B E A TR E - 210
Dividend received from A ERE 2R BN
available-for-sale investments - 142
Net cash from investing activities REXEBE 2R FE 12,877 22,942
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Consolidated Statement of Cash Flows

RERETRER

For the year ended 31 March 2014
BE-_Z-—MF=FA=+—HIFE

2014 2013
—T-F —E—=F
HK$'000 HK$'000
FET FHET
Financing activities BEEH
Advance from a Shareholder AR R R 12,000 -
Short term loans raised FrEE 2 EHER 8,400 5,000
Proceeds from issue of shares upon exercise IT{F R AR M RS B TR D
of share options FriS50R 4,660 14,242
Capital contribution from non-controlling RPEENGIE 321 3 vk
shareholders of a subsidiary 58 59
Net repayment of trust receipts and import FEEWEREOERKLAH
loans and loans related to bills BEBRRBEFRRRE
discounted with recourse BERER TR (25,730) (33,591)
Net repayment of debt factoring loans AR IR B TR FR - (8,385)
Interest on bank and other borrowings paid EIRITREMEEF S (7,468) (5,271)
Repayment of short term loans BEEHBER (5,000) (35,007)
Transaction costs incurred in connection BB EBREECRS
with the issue of convertible notes J%N - (202)
Net cash used in financing activities BMEEETEZIRE F5E (13,080) (63,155)
Net decrease in cash and RekFeEEEAZ
cash equivalents B (9,709) (55,119)
Cash and cash equivalents at beginning FYReRBEEMEIEAR
of the year 35,806 90,989
Effect of exchange difference EREREIZE (20) (64)
Cash and cash equivalents at end of the year FRASRFASEMEER 26,077 35,806
Analysis of balances of cash and cash equivalents IR& NIBEEEER 2 &F DN
Bank balances and Cash RITEEFELRS 28,046 35,806
Bank overdrafts RITEX (1,969) -
26,077 35,806
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Notes to the Consolidated Financial Statements
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

GENERAL

The Company is an exempted company incorporated in
Bermuda with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The addresses of the registered office and
principal place of business of the Company are disclosed
in the corporate information section of the annual report.

The consolidated financial statements are presented in
Hong Kong dollars which is also the functional currency
of the Company.

The principal activity of the Company is investment
holding. Its principal subsidiaries are engaged in the
design, manufacture and sale of a wide range of
electronic products, property investment and securities

trading.
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Notes to the Consolidated Financial Statements

eV BRRME

BASIS OF PREPARATION OF 2.

CONSOLIDATED FINANCIAL
STATEMENTS

In preparing the consolidated financial statements, the
directors of the Company have given careful consideration
to the future liquidity of the Group in light of the fact
that its current liabilities exceeded its current assets by
HK$45,163,000 as at 31 March 2014 and the Group
incurred recurring losses of HK$189,364,000 and
HK$58,387,000 for the year ended 31 March 2014 and
31 March 2013, respectively. As set out and defined in
note 43, the Company will issue convertible bonds to
the Purchaser in the principal amount of HK$75,000,000
due three years from the date of issue. The completion
of the CB Subscription is subject to the approvals from
the shareholders of the Company at the special general
meeting and the Stock Exchange, the completion of
the Sale and Purchase and the closure of the Offer. At
the date of approval of these consolidated financial
statements, all the above conditions except for the closure
of the Offer have been fulfilled. The offer will be closed
on 21 July 2014 and the directors are of the opinion that
the completion of the CB Subscription will follow as a
matter of time. The Purchaser has also confirmed that the
CB Subscription will be completed on the fifth business
day after the closure of the Offer in accordance with the
CB Subscription Agreement. Taking into account that
the estimated net proceeds from the CB Subscription of
HK$74,788,000 (after deducting estimated transaction
costs of HK$212,000) will improve the liquidity of
the Group, accordingly, the directors of the Company
considered it is appropriate to prepare the consolidated
financial statements on a going concern basis.

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

REMBBERZEREE

REREMHBHRER  ERR T —NF
A=+—HB AEBzroaEBRAE
BN E EA5,163,0008 TUAREE T —
ME=A=+—AK=_ZT—=F=A=+
—RALEFE AEESREELEEENEER
189,364,000/ T }58,387,000/% T © A
AAEFCEEZRAEEZRRREE
o MM A EI ERTE - AR AH
M B 7 E17A $ % 475,000,000 T B %
TEERS =ZFRE TR ES - TAA
BREFRBAGARARBRRERBEERK
RN RBRAIE EREBERER
WHERZE ZEIE - AR - RZEHREH
BHRREMERS  RIEERE 28I -
FiE EiEHEEEN - WBBRZEER =2
—FLAZ+—B&R BESRAE A
BRREFRBETENTHNEBRERE - B
FINE MR - TR E S R AR R AT AR
EAFARERENREEZZHLENERAS
EHEK - KEERGTRRESRBEZE
sTATS FIEIEEE74,788,000%8 T (AL R AH
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

The Group has applied the following new and revised
HKFRSs issued by the Hong Kong Institute of Certified

62

Public Accountants (“HKICPA") for the first time in the

current year:

Amendments to
HKFRSs

Amendments to

Annual improvements to HKFRSs
2009 — 2011 cycle

Disclosures — Offsetting financial

HKFRS 7 assets and financial liabilities
Amendments to Consolidated financial statements,
HKFRS 10, joint arrangements and
HKFRS 11 and disclosure of interests in other
HKFRS 12 entities: Transition guidance
HKFRS 10 Consolidated financial statements
HKFRS 11 Joint arrangements
HKFRS 12 Disclosure of interests in other
entities
HKFRS 13 Fair value measurement

Amendments to
HKAS 1
HKAS 19 (as

revised in 2011)

HKAS 27 (as

revised in 2011)

HKAS 28 (as

revised in 2011)

HK(IFRIC) — INT 20

Presentation of items of other
comprehensive income
Employee benefits

Separate financial statements

Investments in associates and joint
ventures

Stripping costs in the production
phase of a surface mine
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Notes to the Consolidated Financial Statements

eV BRRME

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (CONT'D)

HKFRS 13 “Fair value measurement”

The Group has applied HKFRS 13 for the first time in
the current year. HKFRS 13 establishes a single source
of guidance for, and disclosures about, fair value
measurements. The scope of HKFRS 13 is broad: the
fair value measurement requirements of HKFRS 13 apply
to both financial instrument items and non-financial
instrument items for which other HKFRSs require or
permit fair value measurements and disclosures about
fair value measurements, except for share-based payment
transactions that are within the scope of HKFRS 2 “Share-
based payment”, leasing transactions that are within
the scope of HKAS 17 “Leases”, and measurements that
have some similarities to fair value but are not fair value
(e.g. net realisable value for the purposes of measuring
inventories or value in use for impairment assessment
purposes).

HKFRS 13 defines the fair value of an asset as the price
that would be received to sell an asset (or paid to transfer
a liability, in the case of determining the fair value of
a liability) in an orderly transaction in the principal (or
most advantageous) market at the measurement date
under current market conditions. Fair value under HKFRS
13 is an exit price regardless of whether that price is
directly observable or estimated using another valuation
technique. Also, HKFRS 13 includes extensive disclosure
requirements.

HKFRS 13 requires prospective application. In accordance
with the transitional provisions of HKFRS 13, the
Group has applied the new fair value measurement and
disclosure requirement prospectively. Other than the
additional disclosures, the application of HKFRS 13 has
not had any material impact on the amounts recognised
in the consolidated financial statements.
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (CONT'D)

Amendments to HKAS 1 “Presentation of items of

other comprehensive income”

The Group has applied the amendments to HKAS 1
“Presentation of items of other comprehensive income”.
Upon the adoption of the amendments to HKAS 1,
the Group’s “statement of comprehensive income” is
renamed as the “statement of profit or loss and other
comprehensive income”. Furthermore, the amendments
to HKAS 1 require additional disclosures to be made
in the other comprehensive income section such that
items of other comprehensive income are grouped into
two categories: (a) items that will not be reclassified
subsequently to profit or loss and (b) items that may
be reclassified subsequently to profit or loss when
specific conditions are met. Income tax on items of other
comprehensive income is required to be allocated on the
same basis — the amendments do not change the option
to present items of other comprehensive income either
before tax or net of tax. The amendments have been
applied retrospectively, and hence the presentation of
items of other comprehensive income has been modified
to reflect the changes. Other than the above mentioned
presentation changes, the application of the amendments
to HKAS 1 does not result in any impact on profit or loss,
other comprehensive income and total comprehensive

income.

Impact of the application of HKFRS 12 “Disclosure of
interests in other entities”

HKFRS 12 is a new disclosure standard and is applicable
to entities that have interests in subsidiaries, joint
arrangements, associates and/or unconsolidated structured
entities. In general, the application of HKFRS 12 has
resulted in more extensive disclosures in the consolidated
financial statements.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (CONT'D)

Impact of the application of HKFRS 12 “Disclosure of
interests in other entities” (CONT'D)

Except as described above, the application of the new
and revised 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.

The Group has not early applied the following new and
revised HKFRSs that have been issued but are not yet

effective:

Amendments to
HKFRSs

Amendments to
HKFRSs

Amendments to
HKFRS 9 and
HKFRS 7

Amendments to

HKFRS 10, HKFRS
12 and HKAS 27

Amendments to

HKFRS 11
HKFRS 9
HKFRS 14
Amendments to
HKAS 16 and
HKAS 38
Amendments to
HKAS 19
Amendments to
HKAS 32
Amendments to
HKAS 36
Amendments to
HKAS 39
HK(IFRIC) — INT 21

Annual improvements to HKFRSs
2010-2012 cycle*

Annual improvements to HKFRSs
2011-2013 cycle?

Mandatory effective date of HKFRS
9 and transition disclosures?

Investment entities’

Accounting for acquisition of
interest in joint operations®
Financial instruments?

Regulatory deferred accounts®

Clarification of acceptable methods
of depreciation and amortisation®

Defined benefit plans: Employee
contributions?

Offsetting financial assets and
financial liabilities’

Recoverable amount disclosures for
non-financial assets’

Novation of derivatives and
continuation of hedge
accounting’

Levies’

For the year ended 31 March 2014
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (CONT'D)

Impact of the application of HKFRS 12 “Disclosure of
interests in other entities” (CONT'D)

! Effective for annual periods beginning on or after
1 January 2014.

2 Effective for annual periods beginning on or after
1 July 2014.
3 Available for application — the mandatory effective

date will be determined when the outstanding
phases of HKFRS 9 are finalised.

4 Effective for annual periods beginning on or after
1 July 2014, with limited exceptions.

> Effective for annual periods beginning on or after
1 January 2016.
6 Effective for first annual HKFRS financial statements

beginning on or after 1 January 2016.

HKFRS 9 “Financial instruments”

HKFRS 9 issued in 2009 introduces new requirements for
the classification and measurement of financial assets.
HKFRS 9 was subsequently amended in 2010 to include
the requirements for the classification and measurement
of financial liabilities and for derecognition, and further
amended in 2013 to include the new requirements for
hedge accounting.
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

3. APPLICATION OF NEW AND REVISED 3. ERAHEELKLBIT2E B0
HONG KONG FINANCIAL REPORTING BHREEA(EBBERS
STANDARDS (“HKFRSs") (CONT’'D) X8| ])(#&)

HKFRS 9 “Financial instruments” (CONT'D) ERNEREEDFEIFIEMIE|(EF)

Key requirements of HKFRS 9 are described as follows:

All recognised financial assets that are within
the scope of HKAS 39 “Financial instruments:
Recognition and measurement” are subsequently
measured at amortised cost or fair value.
Specifically, debt investments that are held within
a business model whose objective is to collect the
contractual cash flows, and that have contractual
cash flows that are solely payments of principal
and interest on the principal outstanding are
generally measured at amortised cost at the end
of subsequent accounting periods. All other debt
investments and equity investments are measured
at their fair values at the end of subsequent
reporting periods. In addition, under HKFRS 9,
entities may make an irrevocable election to
present subsequent changes in the fair value of an
equity investment (that is not held for trading) in
other comprehensive income, with only dividend
income generally recognised in profit or loss.

With regard to the measurement of financial
liabilities designated as at fair value through profit
or loss, HKFRS 9 requires that the amount of
change in the fair value of the financial liability
that is attributable to changes in the credit risk of
that liability is presented in other comprehensive
income, unless the recognition of the effects
of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes
in fair value of financial liabilities attributable to
changes in the financial liabilities’ credit risk are
not subsequently reclassified to profit or loss.
Under HKAS 39, the entire amount of the change
in the fair value of the financial liability designated
as fair value through profit or loss was presented
in profit or loss.
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For the year ended 31 March 2014
ZE-NE=A=1+—HILFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (CONT'D)

HKFRS 9 “Financial instruments” (CONT'D)

o The new general hedge accounting requirements
retain the three types of hedge accounting.
However, greater flexibility has been introduced
to the types of transactions eligible for hedge
accounting, specifically broadening the types of
instruments that qualify for hedging instruments
and the types of risk components of non-financial
items that are eligible for hedge accounting.
In addition, the effectiveness test has been
overhauled and replaced with the principle of an
“economic relationship”. Retrospective assessment
of hedge effectiveness is also no longer required.
Enhanced disclosure requirements about an
entity’s risk management activities have also been
introduced.

The directors anticipate that the adoption of HKFRS 9 in
the future may have an impact on the amounts reported
in respect of the Group’s financial assets in respect
of available-for-sale investments. However, it is not
practicable to provide a reasonable estimate of that effect
until a detailed review has been completed.

Other than those disclosed above, the directors of the
Company anticipate that the application of the other new
and revised HKFRSs will have no material impact on the
Group’s financial performance and provisions.
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared
in accordance with HKFRSs issued by the HKICPA. In
addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the
Listing of Securities on the Stock Exchange and by the
Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for certain properties
and financial instruments that are measured at revalued
amounts or fair values, as explained in the accounting
policies set out below.

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

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

4.

For the year ended 31 March 2014
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

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

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

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

The principal accounting policies are set out below.

Basis of consolidation

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

. has power over the investee;

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

o has the ability to use its power to affect its

returns.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.
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SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Basis of consolidation (CONT'D)

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement
of profit or loss and other comprehensive income from
the date the Group gains control until the date when the
Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive
income are attributed to the owners of the Company
and to the non-controlling interests. Total comprehensive
income of subsidiaries is attributed to the owners of the
Company and to the non-controlling interests even if this
results in the non-controlling interests having a deficit
balance.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.

All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between
members of the Group are eliminated on consolidation.

4.

For the year ended 31 March 2014
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)
Basis of consolidation (CONT'D)

Changes in the Group’'s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as equity
transactions. The carrying amounts of the Group's
interests and the non-controlling interests are adjusted
to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by
which the non-controlling interests are adjusted (i.e. the
non-controlling interests share of recognised identifiable
net assets at the date of acquisition) and the fair value of
the consideration paid or received is recognised directly in
equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, a gain or
loss is recognised in profit or loss and is calculated as
the difference between (i) the aggregate of the fair value
of the consideration received and the fair value of any
retained interest and (ii) the previous carrying amount
of the assets (including goodwill), and liabilities of the
subsidiary and any non-controlling interests. All amounts
previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the
Group had directly disposed of the related assets or
liabilities of the subsidiary (i.e. reclassified to profit or loss
or transferred to another category of equity as specified/
permitted by applicable HKFRSs).

Goodwill

Goodwill arising on an acquisition of a business is carried
at cost less accumulated impairment losses, if any, and
is presented separately in the consolidated statement of
financial position.

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units, or groups of cash-generating units,
that are expected to benefit from the synergies of the
combination.
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SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Goodwill (CONT'D)

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually or more
frequently, and whenever there is an indication that
the unit may be impaired. For goodwill arising on an
acquisition in a reporting period, the cash-generating
unit to which goodwill has been allocated is tested for
impairment before the end of that reporting period. If
the recoverable amount of the cash-generating unit is less
than its carrying amount, the impairment loss is allocated
first to reduce the carrying amount of any goodwill
allocated to the unit, and then to the other assets of the
unit on a pro rata basis based on the carrying amount of
each asset in the unit. Any impairment loss for goodwill
is recognised directly in profit or loss. An impairment loss
for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal.

Investments in associates

An associate is an entity over which the Group has
significant influence. Significant influence is the power to
participate in the financial and operating policy decisions
of the investee but is not control or joint control over
those policies.

4.
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Investments in associates (CONT'D)

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. The financial
statements of associates used for equity accounting
purposes are prepared using uniform accounting policies
as those of the Group for like transactions and events
in similar circumstances. Under the equity method, an
investment in an associate is initially recognised in the
consolidated statement of financial position at cost and
adjusted thereafter to recognise the Group’s share of
the profit or loss and other comprehensive income of
the associate. When the Group’s share of losses of an
associate exceeds the Group’s interest in that associate
(which includes any long-term interests that, in substance,
form part of the Group’s net investment in the associate),
the Group discontinues recognising its share of further
losses. Additional losses are recognised only to the
extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the associate.

An investment in an associate is accounted for using
the equity method from the date on which the investee
becomes an associate. On acquisition of the investment
in an associate, any excess of the cost of the investment
over the Group’s share of the net fair value of the
identifiable assets and liabilities of the investee is
recognised as goodwill, which is included within the
carrying amount of the investment. Any excess of the
Group’s share of the net fair value of the identifiable
assets and liabilities over the cost of the investment, after
reassessment, is recognised immediately in profit or loss
in the period in which the investment is acquired.
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Notes to the Consolidated Financial Statements

eV BRRME

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Investments in associates (CONT'D)

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment loss
with respect to the Group’s investment in an associate.
When necessary, the entire carrying amount of the
investment (including goodwill) is tested for impairment in
accordance with HKAS 36 as a single asset by comparing
its recoverable amount (higher of value in use and fair
value less costs of disposal) with its carrying amount.
Any impairment loss recognised forms part of the
carrying amount of the investment. Any reversal of that
impairment loss is recognised in accordance with HKAS
36 to the extent that the recoverable amount of the
investment subsequently increases.

The Group discontinues the use of the equity method
from the date when the investment ceases to be an
associate.

The difference between the carrying amount of the
associate at the date the equity method was discontinued
and any proceeds from disposing of a part interest in the
associate is included in the determination of the gain or
loss on disposal of the associate. In addition, the Group
accounts for all amounts previously recognised in other
comprehensive income in relation to that associate on
the same basis as would be required if that associate
had directly disposed of the related assets or liabilities.
Therefore, if a gain or loss previously recognised in
other comprehensive income by that associate would
be reclassified to profit or loss on the disposal of the
related assets or liabilities, the Group reclassifies the gain
or loss from equity to profit or loss (as a reclassification
adjustment) when the equity method is discontinued.
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Investments in associates (CONT'D)

When a group entity transacts with an associate of the
Group (such as a sale or contribution of assets), profits
and losses resulting from the transactions with the
associate are recognised in the Group’s consolidated
financial statements only to the extent of interests in the
associate that are not related to the Group.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold in the normal course of business, net of
discounts and sales related taxes.

Revenue from sales of goods is recognised when goods
are delivered and title has been passed.

Commission income is recognised when services are
rendered.

Interest income from a financial asset excluding financial
assets at fair value through profit or loss is accrued on a
time basis, by reference to the principal outstanding and
at the effective interest rate applicable, which is the rate
that exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that
asset’s net carrying amount on initial recognition.

Dividend income from investments excluding financial
assets at fair value through profit or loss is recognised
when the Group’s right to receive payment has been
established.

The Group’s accounting policy for recognition of revenue
from operating leases is described in the accounting
policy for leases below.
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Notes to the Consolidated Financial Statements

eV BRRME

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Property, plant and equipment

Property, plant and equipment including land (classified
as finance leases) and buildings held for use in the
production or supply of goods or services, or for
administrative purposes are stated in the consolidated
statement of financial position at cost or fair value less
subsequent accumulated depreciation and accumulated
impairment losses, if any.

Advantage has been taken of the transitional relief
provided by paragraph 80A of HKAS 16 “Property, plant
and equipment” from the requirement to make regular
revaluation of the Group’s land and buildings which had
been carried at revalued amounts prior to 30 September
1995, and accordingly no further revaluation of land and
buildings is carried out. Prior to 30 September 1995, the
revaluation increase arising on the revaluation of these
assets was credited to the other property revaluation
reserve. Any future decreases in value of these assets
will be dealt with as an expense to the extent that
they exceed the balance, if any, on the other property
revaluation reserve relating to a previous revaluation of
the same asset. On the subsequent sale or retirement of
a revalued asset, the corresponding revaluation surplus is
transferred to accumulated profits/losses.

The cost or valuation of leasehold properties is
depreciated on a straight-line basis after taking into
account of the estimated residual value. Depreciation
is recognised so as to write off the cost of items of
property, plant and equipment other than leasehold
properties over their estimated useful lives using the
reducing balance method. The estimated useful lives,
residual values and depreciation method are reviewed at
the end of the reporting period, with the effect of any
changes in estimate accounted for on a prospective basis.
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Property, plant and equipment (CONT'D)

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of
an item of property, plant and equipment is determined
as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in profit
or loss.

Investment properties

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

Investment properties are initially measured at cost,
including any directly attributable expenditure. Subsequent
to initial recognition, investment properties are measured
at their fair values. Gains or losses arising from changes
in the fair value of investment properties are included in
profit or loss for the period in which they arise.

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use or no future economic benefits are
expected from its disposal. Any gain or loss arising on
derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying
amount of the asset) is included in profit or loss in the
period in which the item is derecognised.

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

eV BRRME

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Financial instruments

Financial assets and financial liabilities are recognised in
the consolidated statement of financial position when a
group entity becomes a party to the contractual provisions
of the instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately in
profit or loss.

Financial assets

The Group’s financial assets are classified into one of the
three categories, including financial assets at fair value
through profit or loss (“FVTPL"), loans and receivables
and available-for-sale financial assets. The classification
depends on the nature and purpose of the financial
assets and is determined at the time of initial recognition.
All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the
time frame established by regulation or convention in the
marketplace.
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Financial instruments (CONT'D)

Financial assets (CONT'D)
Effective interest method

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

Income is recognised on an effective interest basis
for debt instruments other than those financial assets
classified as at FVTPL, of which interest income is
excluded in net gains or losses.

Financial assets at FVTPL

Financial assets at FVTPL has two subcategories including
financial assets held for trading and those designated at
FVTPL on initial recognition.

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of
selling in the near future; or

o it is a part of an identified portfolio of financial
instruments that the Group manages together and
has a recent actual pattern of short-term profit-
taking; or

o it is a derivative that is not designated and
effective as a hedging instrument.
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Notes to the Consolidated Financial Statements

eV BRRME

4. SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Financial instruments (CONT'D)

Financial assets (CONT'D)
Financial assets at FVTPL (CONT'D)

A financial asset other than a financial asset held for
trading may be designated as at FVTPL upon initial
recognition if:

o such designation eliminates or significantly reduces
a measurement or recognition inconsistency that

would otherwise arise; or

. the financial asset forms part of a group of
financial assets or financial liabilities or both, which
is managed and its performance is evaluated on
a fair value basis, in accordance with the Group's
documented risk management or investment
strategy, and information about the grouping is
provided internally on that basis; or

° it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the
entire combined contract (asset or liability) to be
designated as at fair value through profit or loss.

Financial assets at FVTPL are measured at fair value,
with changes in fair value arising from remeasurement
recognised directly in profit or loss in the period in which
they arise. The net gain or loss recognised in profit or
loss excludes any dividend earned on the financial assets.
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Financial instruments (CONT'D)

Financial assets (CONT'D)
Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition,
loans and receivables (including debtors, deposits, pledged
bank deposits and bank balances and cash) are carried at
amortised cost using the effective interest method, less
any identified impairment losses (see accounting policy on

impairment loss on financial assets below).

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
that are either designated or not classified as financial
assets at FVTPL, loans and receivables or held-to-maturity
investments.

Dividends on available-for-sale investments are recognised
in profit or loss when the Group’s right to receive the
dividends is established.

Available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair
value cannot be reliably measured are measured at cost
less any identified impairment losses at the end of the
reporting period (see accounting policy on impairment
loss on financial assets below).

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed
for indicators of impairment at the end of the reporting
period. Financial assets are considered to be impaired
where there is objective evidence that, as a result of one
or more events that occurred after the initial recognition
of the financial asset, the estimated future cash flows of
the financial assets have been affected.
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Notes to the Consolidated Financial Statements

eV BRRME

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Financial instruments (CONT'D)

Financial assets (CONT'D)
Impairment of financial assets (CONT'D)

For an available-for-sale equity investment, a significant
or prolonged decline in the fair value of that investment
below its cost is considered to be objective evidence of
impairment.

For all other financial assets, objective evidence of
impairment could include:

. significant financial difficulty of the issuer or
counterparty; or

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

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial asset, such as trade
debtors, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on
a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the
average credit period ranging from 30 days to 90 days
and observable changes in national or local economic

conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount
of the impairment loss is recognised as the difference
between the asset’s carrying amount and the present
value of the estimated future cash flows discounted at
the financial asset’s original effective interest rate.
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Financial instruments (CONT'D)

Financial assets (CONT'D)
Impairment of financial assets (CONT'D)

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent
periods.

The carrying amount of the financial asset is reduced
by the impairment loss directly for all financial assets
with the exception of trade debtors, where the carrying
amount is reduced through the use of an allowance
account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When a trade
debtor is considered uncollectible, it is written off against
the allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

When an available-for-sale financial asset is considered
to be impaired, cumulative gains or losses previously
recognised in other comprehensive income are reclassified
to profit or loss in the period in which the impairment

takes place.

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively
to an event occurring after the impairment loss was
recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.
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Notes to the Consolidated Financial Statements

eV BRRME

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Financial instruments (CONT'D)

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a
group entity are classified as either financial liabilities
or as equity in accordance with the substance of the
contractual arrangements entered into and the definitions
of a financial liability and an equity instrument.

Equity instruments

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

Repurchase of the Company’s own equity instruments
is recognised and deducted directly in equity. No gain
or loss is recognised in profit or loss on the purchase,
sale, issue or cancellation of the Company’s own equity

instruments.

Effective interest method

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

Interest expense is recognised on an effective interest
basis.

4.

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

TESHBEE)

EMIAE)

TREERRATA
HEBEBRTZERABRBATA &
T afZtER B BEERATA
ZEBEDBRETHBBEIER

KRATA

BATARBRNENREMBEEEREEE
RBEEZHNBRERZEMNRLN - AAAFH
TZBRATAZERAFFIENGRERET

BEARBARE Z AT AR N ERER
KRG - BIESEE - HE - BITHEHEA
REARF 2BEATARNBEERRE -

BERAEE
BERMEFRTIFE S BB E 2 B RN R
HEABEOBNEFAX 2% - BRA X4
Bt R RBEENK(BEABENRHE K
BREBERNEXZER KPR AREAM
HESNE)RERBEZRRAERFH
EBEHEER) ERAERENIER
B BREDFEZ MK -

MEFRX TR BB EERER

—E-NEER AEBEKEERAE 85




Notes to the Consolidated Financial Statements

e B RS R AR Y R

86

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Financial instruments (CONT'D)

Financial liabilities and equity instruments (CONT'D)
Financial liabilities

Financial liabilities including creditors, amount due to
a shareholder, borrowings and bank overdrafts are
subsequently measured at amortised cost, using the
effective interest method.

Convertible notes

Convertible notes issued by the Company that contain
both the liability and conversion option components
are classified separately into respective items on initial
recognition in accordance with the substance of the
contractual arrangements and the definitions of a
financial liability and an equity instrument. Conversion
option that will be settled by the exchange of a fixed
amount of cash or another financial asset for a fixed
number of the Company’s own equity instruments is
classified as an equity instrument.

On initial recognition, the fair value of the liability
component is determined using the prevailing market
interest of similar non-convertible debts. The difference
between the gross proceeds of the issue of the
convertible notes and the fair value assigned to the
liability component, representing the conversion option
for the holder to convert the notes into equity, is included
in equity (convertible notes reserve).

In subsequent periods, the liability component of the
convertible notes is carried at amortised cost using
the effective interest method. The equity component,
representing the option to convert the liability component
into ordinary shares of the Company, will remain in
convertible notes reserve until the embedded option is
exercised (in which case the balance stated in convertible
notes reserve will be transferred to share premium).
Where the option remains unexercised at the expiry date,
the balance stated in convertible notes reserve will be
released to the accumulated losses. No gain or loss is
recognised in profit or loss upon conversion or expiration
of the option.
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Notes to the Consolidated Financial Statements

eV BRRME

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Financial instruments (CONT'D)

Convertible notes (CONT'D)

Transaction costs that relate to the issue of the
convertible notes are allocated to the liability and equity
components in proportion to the allocation of the
gross proceeds. Transaction costs relating to the equity
component are charged directly to equity. Transaction
costs relating to the liability component are included in
the carrying amount of the liability portion and amortised
over the period of the convertible notes using the
effective interest method.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group
continues to recognise the asset to the extent of its
continuing involvement and recognises an associated
liability. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the
Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and
the cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in equity is
recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled
or expire. The difference between the carrying amount of
the financial liability derecognised and the consideration
paid and payable is recognised in profit or loss.
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Share-based payment transactions

Equity-settled share-based payment transactions
Share options granted to employees

The fair value of services received determined by
reference to the fair value of share options granted at the
grant date is recognised as an expense in full at the grant
date when the share options granted vest immediately or
expensed on a straight-line basis over the vesting period
if the share options is not vested immediately, with a
corresponding increase in equity (share option reserve).

When the share options are exercised, the amount
previously recognised in the 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 the
share option reserve will be transferred to accumulated
profits/losses.

Share options granted to advisors

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.

Starlight International Holdings Limited Annual Report 2014

4.

FTEGHBEE)

ROBSRKXS
DESEE 2 RBARXS
RTESZERE

PRERBAFEED2EBRERNEHER
ZRAFEEEE  EMRLBRERNSR
BENEHER2HE  EBRERE
SR ER R BN ERE S IR
st (AU ) (F LA B N -

BREETTRR - KRN BEEREER

SHEAERERMEE EBREREER
HIR B0 W fE i BD AR ETTE - RISEAT
REBREREER CBESERERE
M, 18 -

RTERZEBRE

FhIRBUAR 5 1 3% 17 2 B8 AR 2 P 4R 1 R 75
ZAFEERE  BIFBMAFEERZEN
SFHEtE - EUBRT  FAERHERESE
ROBBREQATEENE - EHTF M
RAEE - BRIFPTERERBAEBRERRE
E BARERBZATFEERR RN -
i as (BB AR ) IR AH N -




Notes to the Consolidated Financial Statements

eV BRRME

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

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 activities (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;

o how the intangible asset will generate probable
future economic benefits;

o the availability of adequate technical, financial and
other resources to complete the development and
to use or sell the intangible asset; and

o the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.

The amount initially recognised for internally-generated
intangible asset 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 charged to profit or loss in
the period in which it is incurred.

The resultant asset is amortised on a straight-line basis
over its useful life and carried at cost less subsequent
accumulated amortisation and any accumulated
impairment losses.
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the weighted-
average method. Net realisable value represents the
estimated selling price for inventories less all estimated
costs to completion and costs necessary to make the sale.

Impairment (other than goodwill)

At the end of the reporting period, the Group reviews
the carrying amounts of its assets to determine whether
there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss, if any. When
it is not possible to estimate the recoverable amount of
an individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the asset
belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent
allocation basis can be identified.

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted.
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Notes to the Consolidated Financial Statements

eV BRRME

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Impairment (other than goodwill) (CONT'D)

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-
generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit
or loss, unless the relevant asset is carried at a revalued
amount under another standard, in which case the
impairment loss is treated as a revaluation decrease under
that standard.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or a cash-generating unit)
is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined had no impairment loss been recognised
for the asset (or a cash-generating unit) in prior years.
A reversal of an impairment loss is recognised as an
income immediately, unless the relevant asset is carried
at a revalued amount under another standard, in which
case the reversal of the impairment loss is treated as a
revaluation increase under that standard.

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from “profit before tax”
as reported in the consolidated statement of profit or
loss and other comprehensive income because it excludes
items of income or expense that are taxable or deductible
in other years and it further excludes items that are never
taxable or deductible. The Group’s liability for current tax
is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Taxation (CONT'D)

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

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments in
subsidiaries and associate, except where the Group is able
to control the reversal of the temporary difference and it
is probable that the temporary difference will not reverse
in the foreseeable future. Deferred tax assets arising
from deductible temporary differences associated with
such investments are only recognised to the extent that
it is probable that there will be sufficient taxable profits
against which to utilise the benefits of the temporary
differences and they are expected to reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at
the end of the reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profit
will be available to allow all or part of the asset to be
recovered.
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Notes to the Consolidated Financial Statements

eV BRRME

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Taxation (CONT'D)

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

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

Current and deferred tax are recognised in profit or loss,
except when they are relate to items that are recognised
in other comprehensive income or directly in equity,
in which case, the current and deferred tax is also
recognised in other comprehensive income or directly
in equity respectively. Where current tax or deferred
tax arises from the initial accounting for a business
combination, the tax effect is included in the accounting
for the business combination.

For the purposes of measuring deferred tax liabilities and
deferred tax assets for investment properties that are
measured using the fair value model in accordance with
HKAS 40 “Investment property”, the carrying amounts of
such properties are presumed to be recovered through
sale, unless the presumption is rebutted. The presumption
is rebutted when the investment property is depreciable
and is held within a business model of Group whose
business objective is to consume substantively all of the
economic benefits embodied in the investment property
over time, rather than through sale. If the presumption
is rebutted, deferred tax liabilities and deferred tax
assets for such investment properties are measured in
accordance with the above general principles set out in
HKAS 12 (i.e. based on the expected manner as to how
the properties will be recovered).
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Leases

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

The Group as lessor

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of the
relevant lease.

The Group as lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term.

Leasehold land and building

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 lump-sum
upfront payments) are allocated between the land and
the building elements in proportion to the relative fair
values of the leasehold interests in the land element and
building element of the lease at the inception of the
lease.
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Notes to the Consolidated Financial Statements

eV BRRME

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Leases (CONT'D)

Leasehold land and building (CONT'D)

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 except for those that are classified
and accounted for as investment properties under the
fair value model. 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,
unless it is clear that both elements are operating leases,
in which case the entire lease is classified as an operating
lease.

Borrowing costs

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

Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.

4.

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

TESHBEE)

B (E)

HETHREF(HE)

e R S D AL E IR - RIS REEED
ZHE LSRR E R BN RER B
RIANEEFE] YREHAER LS
o HRBATEEEA RS BERARIIR
REMEZ EEAIRIN - EHREFAETEE
THEEFHOIEEAESIRZERT
BOMAH RO BRBERDY - XART
BME - BER&E - RIFMBOEAESR
RETHY > BERERT  BOBEORIER
R -

BERE

AW  2ERLEEFTBRRBREET TR
FREABRZABEREEEREL ZIEEK
Ko SFHARFEEZRAT  BERFEE
ERKAHAERERRKHEERL

R4 E B B B E A BAR B & R ST T 1R IR S
RERRzHEWD BEEBRBRELRZ
fEE AR IR

PEEMEERARELMREEES D HE

=7
e

—E-NEER AEBEBEERAE 95




Notes to the Consolidated Financial Statements

e B R R R B R

96

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in the respective functional currency (i.e. the
currency of the primary economic environment in which
the entity operates) at the rates of exchange prevailing on
the dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies
are re-translated at the rates prevailing at that date. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not re-translated.

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

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's
foreign operations are translated into the presentation
currency of the Group (i.e. Hong Kong dollars) at the
rate of exchange prevailing at the end of the reporting
period, and their income and expenses are translated at
the average exchange rates for the year, unless exchange
rates fluctuate significantly during the period, in which
case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if
any, are recognised in other comprehensive income and
accumulated in equity under the heading of translation
reserve (attributed to non-controlling interests as
appropriate).

Retirement benefits costs

Payments to defined contribution retirement benefit plans
are charged as expenses when employees have rendered
service entitling them to the contributions.
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5.

KEY SOURCE OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in note 4, the directors of the
Company are required to make judgements, estimates
and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are
based on historical experience and other factors that are
considered to be relevant. Actual results may differ from
these estimates.

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

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

Allowances for inventories

The management of the Group reviews the physical
conditions and saleability of inventories at the end of the
reporting period, and makes allowance for obsolete and
slow-moving inventory items identified that are no longer
suitable for use in production. The management estimates
the net realisable value for such finished goods and
consumables primarily based on the latest invoice prices
and current market conditions. As at 31 March 2014, the
carrying amount of inventories is HK$80,842,000 (2013:
HK$185,529,000), net of accumulated allowance for
obsolete and slow-moving inventories of HK$133,354,000
(2013: HK$86,820,000).

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

A TRERZZEERRF

ERABMEAMAZ AR B BERZ B2
B RRREEARBENESHEMREE
BMWBEERABEZREEFDHE - EF R
B& - *ﬂ‘%ﬁﬁ.ﬁr&*ﬁE%ﬁ”‘“)’ﬁﬁ#ﬂﬁﬂ«%ﬁ
REAMEE SRBEZEARFEL - ERER
EETRRZEMHE -

ZEMFT RARRRIZSEEERETR
MERTZE Gt et R BERTEE - Al
EHFHEZHARER - WA EER
RARREAR - BIE 15 5T B3 Ko ok ok B fE i

7
o ©

BEXREBRAEERH T - VRFEEER
BEREEFHEAABZABRKZEE
BRENREPRRRGT T EEER 2 HAM
TEHRR - AWMAT -

FERE
AEEEBEERRSHRABRHETEZES
ERRAEENE  UHTBEAEERRS
ZEBRRERAEFTEBEEELEE -
ERBXENEHEZEREBITMRA
AR ZERUNGREBRZAUEZERTF
B - R-_Z—NEF=ZA=+—HH FEZ
8 T {H /480,842,000 T( —ZF — = F :
185,529,000 7T) * EHKRMRE RE T
B 25 B 133,354,000 (=& — =
F : 86,820,000/ 7T) °
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

KEY SOURCE OF ESTIMATION
UNCERTAINTY (CONT'D)

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating
units to which goodwill has been allocated. The value
in use calculation requires the Group to estimate the
future cash flows expected to arise from the cash-
generating units and a suitable discount rate in order
to calculate the present value. Where the actual cash
flows are less than expected, a material impairment loss
may arise. As at 31 March 2014, the carrying amount of
goodwill is HK$17,665,000 (2013: HK$17,665,000), net
of accumulated impairment loss of HK$10,388,000 (2013:
HK$10,388,000). Details of the recoverable amount
calculation are disclosed in note 19.

Impairment of property, plant and equipment

The Group assesses annually whether property, plant
and equipment have any indication of impairment, in
accordance with the relevant accounting policies. The
recoverable amounts of property, plant and equipment
have been determined based on value in use calculations.
These calculations and valuations require the use of
judgment and estimates on future operating cash flows
and discount rates adopted. Where the actual cash
flows are different from the original estimate, a material
change in the amount of impairment may arise. As at 31
March 2014, the carrying amount of property, plant and
equipment is HK$77,787,000 (2013: HK$99,248,000), net
of accumulated impairment loss of HK$55,814,000 (2013:
HK$39,760,000). Details of the recoverable amount
calculation are set out in note 15.
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KEY SOURCE OF ESTIMATION
UNCERTAINTY (CONT'D)

Income taxes

As at 31 March 2014, no deferred tax asset was
recognised in the Group’s consolidated statement of
financial position in relation to the estimated unused
tax losses of HK$738,664,000 (2013: HK$635,212,000)
due to the unpredictability of future profit streams. The
realisability of the deferred tax asset mainly depends on
whether sufficient future profits or taxable temporary
differences will be available in the future. In cases where
the actual future taxable profits generated are more or
less than expected, a material recognition or reversal of
deferred tax asset may arise, which would be recognised
in profit or loss in the period in which such a recognition
or reversal takes place.

Fair value measurements and valuation processes

Some of the Group’s assets are measured at fair value
for financial reporting purposes. The directors have a
designated team to determine the appropriate valuation
techniques and inputs for fair value measurements.

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

BT RERZEZETERE
(&)

Frig%t

RZZE—NF=ZA=+—H ERNEZEER
RACEF R - WEN AL EERE TR
W& EET RSB IEEE738,664,000%8
TT(=ZZ— =% :635,212,000/8 ) BRIE
EFIEEE - EXERBEEZAISHRENE
ZHURR BEEEEE M AN E T s ER
MEBZRE - EATEEEBRARRERTET
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

KEY SOURCE OF ESTIMATION
UNCERTAINTY (CONT'D)

Fair value measurements and valuation processes
(CONT'D)

In estimating the fair value of the Group’s investment
properties, the Group uses market-observable data to
the extent it is available. Where Level 1 inputs are not
available, the Group engages third party qualified valuers
to perform the valuation of the Group’s investment
properties. At the end of each reporting period, the
management of the Group works closely with the
qualified external valuers to establish and determine the
appropriate valuation techniques and inputs for Level
2 and Level 3 fair value measurements. The Group will
first consider and adopt Level 2 inputs where inputs
can be derived observable quoted prices in the active
market. When Level 2 inputs are not available, the
Group will adopt valuation techniques that include Level
3 inputs. Where there is a material change in the fair
value of the assets, the causes of the fluctuations will
be reported to directors. Any changes in the price per
square metre in reference with recent transactions will
affect the fair value of the investment properties of the
Group. Information about the valuation techniques and
inputs used in determining the fair value of the Group's
investment properties are disclosed in note 14.
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

6. SEGMENT INFORMATION 6.

Information reported to the executive directors of the

TREEH

SEAKHHEMEDBAINERZTE
B BARADRTER (D EEEAR
F)HE - AEE D EAR R R
ZH -

Company, being the chief operating decision maker, for
the purposes of resource allocation and assessment of
segment performance focuses on types of goods delivered
by each operating division.

AEBEBR=_ELLDHMAENX - DHIEE
FERMEVEBEFZSRE —FMOKuxfﬁ
RECHF) R RIEMBEE MERREUR
EHEE  ZEF0MNAKEREEIRE

The Group is organised into three operating divisions,
namely design, manufacture and sale of electronic
products (representing consumer electronic audio and

video equipment, karaoke equipment and accessories),

property investment and securities trading. These divisions Bz A o

are the basis on which the Group reports its segment

information.

Segment revenue and results PERAREER

An analysis of the Group’s revenue, which represents BRASHEAIBRBLEDBZRA(BIHEES

A REESWWT ¢

sales of goods, and results by reportable and operating
segments is as follows:

Design,

manufacture

and sale of

electronic Property Securities

products investment trading Consolidated

EfEM

HEt BiE
REE MERE EHEE &t
HK$'000 HK$'000 HK$'000 HK$'000
TExT FTExT FExT FExT

Year ended 31 March 2014 BE-_T-—ME=A
=+—-BLEFE

TURNOVER EEH 366,953 - - 366,953
SEGMENT RESULTS B¥E (172,063) (8,576) 498 (180,141)
Interest income T2 U 7 15
Unallocated expenses KORHEX (9,256)
Share of profits of an associate il a=NGb 651
Interest expenses FEHE (10,315)
Loss before taxation Brii Al & B (199,046)
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

6. SEGMENT INFORMATION (CONT'D)

6. DEEBR(E)

aNy

BRARREE)

and performance assessment.

from each operating segment without allocation of central
administration costs incurred by head office, share of

from available-for-sale investments, and interest expenses.
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results of an associate, interest income, dividend income 54

This is the measure reported to the chief operating
decision maker for the purposes of resource allocation

&
o It Jhm E BAL
BRRFERBZTEZE -

CAMHEZREZRE

BREER

Segment revenue and results (CONT'D) P
Design,
manufacture
and sale of
electronic Property Securities
products investment trading Consolidated
BFEM
et BlE
R4 E MERE EFHREE A&t
HK$'000 HK$'000 HK$'000 HK$'000
TET TET FET FET
Year ended 31 March 2013 BE-Z—=H§
ZA=t-HLEE
TURNOVER = £ 515,408 - - 515,408
SEGMENT RESULTS DEEE (124,922) 77,754 224 (46,944)
Interest income T2 U 11
Unallocated income Pl e 142
Unallocated expenses KOS (10,574)
Share of losses of an associate FE(REE & AR BB (225)
Interest expenses FBFX (8,186)
Loss before taxation B i A B 18 (65,776)
The accounting policies of the reportable and operating T ERIRQ LR 7 @ EE R 4T >
segments are the same as the Group’s accounting policies REFBZEHREER - DEEEESK
described in note 4. Segment results represent the results B G B R ARAS BN ERES

ZHRRITHAAR « EIHBEQRREE - 5B
Wiz Ko LSRR
WAHE DB
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REMBHRERME
For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE
6. SEGMENT INFORMATION (CONT'D) 6. DEER(E)
Segment assets and liabilities PHEEERAE
An analysis of the Group’s assets and liabilities by BRALETHREED B EERBEST
reportable and operating segments is as follows: s
Design,
manufacture
and sale of
electronic Property Securities
products investment trading Consolidated
EfEM
B B
REE MHERE BHEE &t
HK$'000 HK$'000 HK$'000 HK$'000
FER FER FTER TER
At 31 March 2014 RZZ—F
=B=+-—H
ASSETS gE
Segment assets DEEE 211,235 254,825 475 466,535
Unallocated corporate assets EAOBEAREE 63,840
Consolidated total assets BRTREE 530,375
LIABILITIES =X
Segment liabilities DEAE 103,400 - - 103,400
Unallocated corporate liabilities KNRRAAIEE 88,849
Consolidated total liabilities AFtEEEE 192,249
At 31 March 2013 RZB-=%
=A=+—H
ASSETS &
Segment assets DEEE 344,214 276,936 1,068 622,218
Unallocated corporate assets AN RAIEE 63,510
Consolidated total assets BRTBEE 685,728
LIABILITIES a1
Segment liabilities DEEE 66,130 - - 66,130
Unallocated corporate liabilities Ko AREE 134,874
Consolidated total liabilities AitraaE 201,004
—E-MEFR AMERERAT 103
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SEGMENT INFORMATION (CONT’'D) 6. DHEER(E)
Segment assets and liabilities (CONT'D) PEEEREEBE(HE)
Unallocated corporate assets mainly represent interest AAOBARIEEFZHELBE N A#ER -
in an associate, available-for-sale investments, deferred AMEHEZRE BEEHBEE - BiRIFR
tax assets, pledged bank deposits and bank balances and TERRRITEFRRS -
cash.
Unallocated corporate liabilities mainly represent amount RKORATBEEEREN —BRFHRIE -
due to a shareholder, borrowings, bank overdrafts, BE - RITEX - TBRRERE - EARER
convertible notes, taxation payable and deferred tax RERIEBE -
liabilities.
Other segment information HibpEER
Design,
manufacture
and sale of
electronic Property Securities
products investment trading  Consolidated
ETER
Het - B
RHE MERE EHFEE EH
HK$'000 HK$'000 HK$'000 HK$'000
TBT TET TER TER
Amounts included in the measurement AN EEEHHIE
of segment results or segment assets:  BEFHEZHE
Year ended 31 March 2014 BE-Z-ME
ZA=T-ALEE
Additions of property, plant and EENE B RE
equipment 3,350 - - 3,350
Decrease in fair value of investment BAENEZ R TEERD
properties - (22,111) - (22,111)
Increase in fair value of financial assets  EF AR AFEEA
designated at fair value through BaeBEEY
profit or loss ATEEEMN - - 9 9
Increase in fair value of investments BEBEZREZ
held for trading ATEEEM - - 479 479
Release of prepaid lease payments BRAEFIEEE 121 - - 121
Depreciation of property, plant and mE - BERIENE
equipment 8,375 - - 8,375
Allowance for doubtful debts AERE 2,152 - - 2,152
Bad debt written off R 1,217 - - 1,217
Allowance for obsolete and slow-moving BE R&MEE 2 B
inventories 62,570 - - 62,570
Impairment loss recognised in respect of 1%  BE K REER
property, plant and equipment ZREEE 16,054 - - 16,054
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

6. SEGMENT INFORMATION (CONT'D) 6. ZEER(E)
Other segment information (CONT'D) HthpEER(E)
Design,
manufacture
and sale of
electronic Property Securities
products investment trading ~ Consolidated
EFEM
R B
RHE MERE BHEE At
HK$'000 HK$'000 HK$'000 HK$'000
THT AT FTET THT
Amounts included in the measurement AP EEEHHIE
of segment results or segment assets:  BE: 22 -
Year ended 31 March 2013 HE_E-=F
ZA=+-HLEE
Additions of property, plant and BEME - WERE
equipment 2,841 - - 2,841
Increase in fair value of investment BENEZ ATFEALN
properties - 68,904 - 68,904
Increase in fair value of derivative fTHESmMIAZ
financial instruments NEEBEEM - - 44 44
Increase in fair value of financial assets 38 BRATLEM@E A
designated at fair value through Ba/emEEL
profit or loss AFEBEEM - - 7 7
Increase in fair value of investments BIEEEZREY
held for trading NFEEEN - - 160 160
Release of prepaid lease payments BNHAETIERED 121 - _ 121
Depreciation of property, plant and ME  BERRETE
equipment 19,075 - - 19,075
Allowance for doubtful debts PN 3,072 - - 3,072
Allowance for obsolete and slow-moving [FER#HEFE 7 &E
inventories 33,379 - - 33,379
Impairment loss recognised in respect of  #1% « FE R REER
property, plant and equipment ZHEBR 25,634 - - 25,634
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

6. SEGMENT INFORMATION (CONT'D) 6. DEERE)
Other segment information (CONT'D) HttpEER (&)
Amounts regularly provided to the chief operating EHERTEFELERKTEBRWADERE
decision maker but not included in the measurement of BB EEFEZHIBHOT ¢

segment results or segment assets:

2014 2013
—E-mE —ZE—=

HK$'000 HK$'000

FET FET

Interest in an associate FE(R B & A Al i 6,366 5,715

Share of profits (losses) of an associate JE{GEEE A F)EF (E1E) 651 (225)

Interest expenses B (10,315) (8,186)
Geographical segments WESHE

The Group’s operations are located in North America, REBZEBIHRIEEMN - BON - B

Europe, Hong Kong (place of domicile), Mainland China (BfEw2) ~ PBIRREE(HE]) &HEAE

(the “PRC") and other countries. E
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

6. SEGMENT INFORMATION (CONT'D) 6. DEEHR(E)
Geographical segments (CONT'D) EDEE)
The Group's revenue from external customers (based on REERBINBER ZWARE P FIEM
location of customers) and information about its non- E)REAARBDEEEN(REEME
current assets by geographical location of the assets are ) 2 FIEWT

detailed below:

Revenue from

external customers Non-current
Year ended 31 March assets (note)
REIMBEF WA
BE=ZA=1+—HLFE FRBEE (MHFE)
2014 2013 2014 2013

—E-NE —ET—=F ZE-NF —T—=F
HK$’000 HK$'000 HK$'000 HK$'000

FExT FHET FET FHT
United States of America Egei 267,565 358,749 4,394 3,798
Hong Kong B 10,581 26,676 268,529 305,481
Canada JIEWN 83,532 112,019 - -
Europe B 5,275 15,431 - -
The PRC Y - - 87,010 93,696
Other countries H Bl =R - 2,533 - -

366,953 515,408 359,933 402,975

Note: Non-current assets excluded available-for-sale M : ERDEETPREIHLEZRE
investments and deferred tax assets. RRERRIEE E -
Information about major customers EEXTEREFZEH
Revenue from customers of the corresponding years BERAFTENAEEBALEIONALZE
contributing over 10% of the total revenue of the Group FUYAESIAT
are as follows:
2014 2013
—E-mE —T—=
HK$'000 HK$'000
FHET FHET
Customer A’ BEEA 99,021 206,974
Customer B! B! 49,531 87,430
1 Revenue from sales of electronic products. ! KEHEEEFEMIWA o
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

7. OTHER INCOME 7. HslA
2014 2013
—EBE-mFE —T-=F
HK$'000 HK$'000
FET FHET
Other income mainly includes: HEWAEZBIE -
Commission e - 118
Dividend income from AR E ZIRE 2B E
available-for-sales investments - 142
Dividend income from listed ETRAEF 2 KRB
equity securities 10 13
Interest income ) Bk = 15 11
Rental income (note) TS e (M) 14,434 9,215
Sale of scrap materials PHEREER 1,131 292
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Note: Outgoings of HK$899,000 (2013: HK$365,000)
were incurred resulting in net rental income of
HK$13,535,000 (2013: HK$8,850,000).

PifsE : S UWEIF$R13,535,0008 (=%
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

8. OTHER GAINS AND LOSSES 8. HWzmEKEIE
2014 2013
=F-nmFE —FT=F
HK$'000 HK$'000

FET FHET

Other gains (losses) comprise: Hib s (E58) B
Allowance for doubtful debts AR (2,152) (3,072)
Bad debt written off AR (1,217) -
Increase in fair value of MESMIAEY

derivative financial instruments NEEEM - 44
Increase in fair value of financial BEREBEATEB AER

assets designated at fair JEBMEEZ

value through profit or loss N EEEM 9 7
Increase in fair value of investments BIEEB2HREZ

held for trading NEEEEM 479 160
Exchange loss, net MEH 1R - FE (5,588) (4,205)
Gain on disposal of property, LEME - BE K&

plant and equipment Bt 2 Wam 16,433 1,562
Gain on disposal of a subsidiary HE—ENE ARz s 440 -
Impairment loss recognised in respect  #1% - R MR EER

of property, plant and equipment ZEEE (16,054) (25,634)

(7,650) (31,138)
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9.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

LOSS BEFORE TAXATION

9. KRBAIGE

2014 2013
—E-mFE —_T-=F
HK$'000 HK$'000
FET FHET
Loss before taxation has been MR AT E 1 2 St E B2 Mk
arrived at after charging:
Allowance for obsolete and BREREHTE ZBE

slow-moving inventories (FTASEERAA)

(included in cost of sales) 62,570 33,379
Auditors’ remuneration ZE RN B 2 3,545 3,603
Depreciation of property, ME -  BELREZENE

plant and equipment 8,375 19,075
Interest expenses on: THEEZFEME

— borrowings wholly repayable —BRAFANEREECEE

within five years 6,651 5,271

— convertible notes — AR RE 3,664 2,915
Minimum lease payments under BB AR ELEROI

operating leases in respect Z&EHES

of rented premises 6,522 8,765
Release of prepaid lease payments TERHEERBER D 121 121
Research and development costs (note a) i 9T K B B A AR (Bt aEa) 7,025 13,172
Share-based payments for advisors VARR 17 32 A+ 2 B R A 3K 82 679
Staff costs including directors’ BINK  BIEESFME (MTb)

remuneration (note b) 57,060 61,743

Notes: P

(a) The research and development costs included staff (a)
costs of HK$1,795,000 (2013: HK$2,935,000).

(b) The staff costs included retirement benefits (b)

scheme contributions of HK$2,326,000 (2013:
HK$3,460,000) and share-based payments of

HK$779,000 (2013: HK$4,664,000).

110 Starlight International Holdings Limited Annual Report 2014

MELHAERABREE TKRA
1,795,000/ 7L ( —Z—=4:2,935,000
BT e

B T A B ¥R K18 I 5t &) 41K

2,326,000 o = & — = F:
3,460,000 7T ) R AR D 2 2
{5 5779,0008 T( =& — = F :

4,664,000/ 7T) °




Notes to the Consolidated Financial Statements

eV BRRME

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

10. DIRECTORS’, CHIEF EXECUTIVE'S AND 10. EE - FETHAERES

EMPLOYEES' EMOLUMENTS [0, e

Details of emoluments paid by the Group to each of the REEENSEEREEZETRABZH S

directors and the chief executive are as follows: BT

For the year ended 31 March 2014 BE-Z-NF=A=+—HILFE
Salaries

and other Retirement

short term benefits Share-
employee scheme based Total
Fees benefits contributions payments emoluments
FeR
Hith g 5 RIREF BARAD 2 4%
ik EEEF sHEIM PASE Memsm
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTER FER FER FiExT FTER
Executive directors: BITES !
Lau Sak Hong, Philip 285 - 3,824 - - 3,824
Lau Sak Kai, Anthony 285 - 360 15 - 375
Lau Sak Yuk, Andy 2858 - 286 13 - 299
Lau Chu Lan, Carol B _ 444 15 _ 459
Non-executive director: FHPITES .
Hon Sheung Tin, Peter 8 HH 50 - - - 50
Independent non-executive &3 IEH1T
directors: =
Chan Chak Chung BRZ 50 - - - 50
Chuck Winston Calptor 25T 50 - - - 50
Tang Yee Man (note a) BER
GETY 30 - - - 30
Ho Hau Chong, Norman [EIEE:
(note b) (Bt3Eb) 20 - - - 20
200 4,914 43 - 5,157
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

10. DIRECTORS’, CHIEF EXECUTIVE'S AND

10. % - i%ﬁﬂké&ﬁé

(a) Mr. Tang Yee Man was appointed on 26 August
2013.

(b) Mr. Ho Hau Chong, Norman resigned on 26 August
2013.

No performance related incentive payments were paid to

the directors of the Company for each of the two years
ended 31 March 2014.
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EMPLOYEES’ EMOLUMENTS (CONT'D) ME (&
For the year ended 31 March 2013 HE-_T—=F=-A=1T—RHILFE
Salaries
and other Retirement
benefits Share-
employee scheme based Total
Fees benefits  contributions payments  emoluments
ek
g RRAE A PARR 17 32 £+
ik BE TN PARES il Ak
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET ; FET FER FET
Executive directors: HTEE
Lau Sak Hong, Philip 2B E - 10 474 4,579
Lau Sak Kai, Anthony 2I$HH - 15 106 673
Lau Sak Yuk, Andy 2HR - 15 106 516
Lau Chu Lan, Carol e - 15 474 1,005
Non-executive director: FPTES
Hon Sheung Tin, Peter A 50 - - - 50
Independent non-executive B I EH T
directors: =
Chan Chak Chung BRI 50 - - - 50
Chuck Winston Calptor BE 50 - - - 50
Ho Hau Chong, Norman B
(note b) (Ki3Eb) 50 - - - 50
200 55 1,160 6,973
Notes: B 5T

(a) HMEREERZZE—=FNAZT
NEEZE-

+T|

(b) T WEER-_Z—=ZFNA=_+
B &HE -

\I

BE-T-MF=A=T-BLMEFESE
F . BRAKDAEE LN EAANER
3 -
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10.

DIRECTORS’, CHIEF EXECUTIVE'S AND
EMPLOYEES' EMOLUMENTS (CONT’'D)

Mr. Lau Sak Hong, Philip is also the chief executive of the
Company and his emoluments disclosed above included
those for services rendered by him as the chief executive.

During the year ended 31 March 2014, two (2013: two)
directors waived emoluments of HK$164,000 (2013:
HK$118,000).

Employees

The five highest paid individuals of the Group included
two (2013: two) directors, details of whose remuneration
are set out above. The emoluments of the remaining
three (2013: three) highest paid employees are as follows:

10.

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

EE -FETHAEBRES
< (&
ABEAENARRAZEBTRAR - K
R EXTEEY e BRI BEBTRA
BIRHBBHEAE -

REBEE-_Z—WE=A=+—RBIFE "
ME(TE—ZF: ML )EENEMS
164,000/ 7T (—ZE—=4 : 118,000/ 1) °

E&

AEEREReFMzZALBREREG(ZE
—=F WMB)EF FHEBEMEZFE
EREXHEE EHp=—R(ZT—=F: =
ZiEmTHESE ZMeOT

2014 2013
—E-mOF —T—=F
HK$'000 HK$'000
FET FHET

Salaries and other short term FehEMBHESRT
employee benefits 1,456 1,594

Retirement benefits scheme RKRE R B

contributions 30 29
Share-based payments AR5 S A5 2 4 3Kk - 1,472
1,486 3,095

Emoluments of these employees were within the following
bands:

HEREME 2 SEBELT :

Number of employees

EEAZ
2014 2013
—E-NE —T—=F
Nil = HK$1,000,000 Z 1,000,000/ 7T 3 2
HK$1,000,001 — HK$ 1,500,000 1,000,001 7C£ 1,500,000 7T - 1
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

11. TAX CREDIT 11. HIBEER
2014 2013
—E-mEFE —ZT—=F
HK$'000 HK$'000
FExT FHET
The (credit) charge comprises: mE(ER) X HEE
Hong Kong Profits Tax BENEH
Current year NEZ 34 _
Underprovision in prior years BAFEOREE 52 -
86 -
Taxation in other jurisdictions HE M RIERE 28
Current year KEE 554 2,250
(Over) underprovision in prior years BAEFE(Z)VIREBE (712) 312
(158) 2,562
Deferred taxation (note 31) EER A (KIFE 31) (9,610) (9,951)
(9,682) (7,389)
Hong Kong Profits Tax is calculated at 16.5% (2013: EBNSBAREZ 2 (5 ERT & FHR
16.5%) of the estimated assessable profit for the year. R16.5%(ZF—=%F:16.5%)5F& -
Under the Law of the People’s Republic of China on BEFEARLEMBECEMERE(E
Enterprise Income Tax (the “EIT Law”) and Implementation RSB 2 RIEERMEBEBERAN -
Regulation of the EIT Law, the tax rate of the PRC B BARZHER25% °
subsidiaries is 25%.
Taxation arising in other jurisdictions is calculated at the REMBEDERES < HIBEDRE B AVERZ

rates prevailing in the respective jurisdictions. WITMEGE -
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11.

12.

TAX CREDIT (CONT'D)

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

11. BEER(EZ)

Tax credit for the year can be reconciled to the loss REERERRAHESGE B REMER
before taxation per the consolidated statement of profit Wk ZBRBATBEEENT
or loss and other comprehensive income as follows:
2014 2013
—E-mOF —T-=F
HK$'000 HK$'000
FExT FHET
Loss before taxation MR AIE 1B (199,046) (65,776)
Tax credit at the domestic income tax AT EFHHE16.5%
rate of 16.5% (2013: 16.5%) TR =% 16.5%)FTEBIELR (32,843) (10,853)
Tax effect of share of results of an JEREE AR B BB E
associate (107) 37
Tax effect of expenses not deductible  RAIHIBHE R 7 B Z
for taxation purposes 11,100 13,980
Tax effect of income not taxable for BERB NS 2 BB E
taxation purposes (463) (10,113)
Effect of different tax rates of REM R AR R L E
subsidiaries operating in other B AR EB Rz 2
jurisdictions (3,832) (3,563)
Tax effect of tax losses not RERBRIEF B RIELE
recognised 23,720 17,466
Tax effect of utilisation of tax losses PR ABERZMIBBE 2 HIBLE
previously not recognised (264) (2,177)
(Over) underprovision in prior years BEFE(Z)DIREE (660) 312
Recognition of tax losses previously BRLA AR HIEEE
not recognised (6,324) (10,033)
Recognition of other deductible RERRERZ E A
temporary differences previously AR E R =R
not recognised (298) (2,051)
Others HAh 289 (394)
Tax credit for the year REEBIERL (9,682) (7,389)
DIVIDENDS 12. BRE
The directors have resolved not to recommend a dividend EEBATEZREHE S —UF=R=
for the year ended 31 March 2014 (2013: nil). T—RIEFEZRE (_ﬁ—:ﬁ D) e
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

13. LOSS PER SHARE 13.

The calculation of the basic and diluted loss per share is
based on the following data:

BRER
A0 AT 9 TR S A TS B

2014 2013
—E-mFE —T—=

HK$'000 HK$'000

TBT FET

Loss attributable to owners of the AitESRERNEEEIE
Company for the purpose of ZARNEEE AEGER

basic and diluted loss per share

(193,036) (69,829)

Number of shares

BHEE
2014 2013

—EBE-mFE —T-=F

Weighted average number of RITEBREARNEEEE
shares for the purpose of 2 NEEFH RO E B

basic and diluted loss per share

1,747,814,332 1,547,487,013

For the year ended 31 March 2014, the calculation of
diluted loss per share does not assume the exercise of the
outstanding share options as it would result in a decrease
in the loss per share and the exercise prices of those
share options are higher than the average market price
for shares.

For the year ended 31 March 2013, the calculation of
diluted loss per share does not assume the exercise of
the outstanding share options and conversion of the
Company’'s outstanding convertible notes as it would
result in a decrease in the loss per share for both years
and the exercise prices of those share options and
convertible notes are higher than the average market
price for shares.
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14.

INVESTMENT PROPERTIES

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

14. REYE
2014 2013
—E-mE —T—=%F
HK$'000 HK$'000

FExT FHET

Fair value of investment properties: wEWME L NFEE
At beginning of the year F 1) 276,936 229,008
(Decrease) increase in fair value NEEBECRD )M (22,111) 68,904
Disposals k= - (20,976)
At end of the year FR 254,825 276,936
The carrying amount of investment REMERREBSRE

properties comprises properties IR AT INEARE 2

situated on land held under: Tz E
Land in Hong Kong: REBZ T

Long leases RHIFEAD 228,400 231,900
Land outside Hong Kong: REB 2Nz TH

Long leases REAMEAD 26,425 26,196

Medium term leases FREATE 49 - 18,840

254,825 276,936

All of the Group's property interests held under operating
leases to earn rentals or for capital appreciation purposes
are measured using the fair value model and are classified
and accounted for as investment properties.

The fair values of the Group’s investment properties as at
31 March 2014 and 31 March 2013 have been arrived at
on the basis of valuations carried out on the respective
dates by Greater China Appraisal Limited an independent
qualified professional valuer not connected to the Group.
The valuations were arrived at by reference to recent
market prices for similar properties in similar locations
and conditions.

AEBERBEERNFIERRESHEARE
BERZZE2HYERZHURTFEERNAG
E  UNBARARIEREYE -

AEBREMER _T-NF=A=1+—H
RZZ-—=F=A=+—B2ZRFEETR
EEAKSEVEBEZEYAEREXME
EEETEBR A RNER R BRmETHE
AEME - ZEEN2Z R RIET 2
R AT AmERER -
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

14. INVESTMENT PROPERTIES (CONT'D)

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

The following table gives information about how the fair
values of the investment properties are determined (in
particular, the valuation techniques and inputs used),
as well as the fair value hierarchy into which the fair
value measurements are categorised (Levels 1 to 3) based
on the degree to which the inputs to the fair value
measurements is observable.

Investment properties held by the Group
in the consolidated statement Fair value Valuation technique(s)
of financial position hierarchy and key input(s)

AEENFREBRRRRERZRENR APEESR  HERARIZBANE

14. REWHE(E)
RS LY ATEES  FENELES
EREMAEINARENAEL -

TRIEHBREVERTBEEETEER
EFABERTEBABE) 2ER - AR
REAFEEFEZHABBNABREE
MR FEEFESTBEREAXFEBESR
(F—E=RZEHR -

Significant
unobservable input(s) Sensitivity
EATARZRAYE HEE

At 31 March 2014
R-F-DF=A=1-A

Industrial property in Hong Kong Level 3 Direct comparison method
with price per square feet

(IS EYARE: 22 BETHRZBRZERIBE

Commercial property in the PRC Level 3 Direct comparison method
with price per square metre

LAt EzEENE =8 RETHR BB ERLSE
Residential property in the PRC Level 3 Direct comparison method

with price per square metre

A VAEEE £=h BETHRLBRZERLEE

Price per square feet using market direct A significant increase in the price per
comparable and taking into account of  square feet used would result in
location and other individual factors, significant increase in the fair value
such as road, frontage, size of property  measurement of the investment
etc., which is ranged from HK$3,969 to  properties, and vice versa.

HK$4,191 per square fest.

RATRERTALACETARER ¥ §YARERZENEREERRENE,
FUBRAMERIRE R EEw  ATEEHEZERER RIM-
RDEREELHE FTHRAT
39694, 191 e

Price per square metre using market direct A significant increase in the price per
comparable and taking into account of  square metre used would result in
location and other individual factors, significant increase in the fair value
such as road, frontage, size of property  measurement of the investment
etc., which is ranged from RMB11,500  property, and vice versa.
to RMB13,100 per square metre.

RRMAERNALRZBTARER 1 BTAKERZEXEREEYRENEL
AUEREMENRE mER BAM  ATEENEZEXER RN
RDERDEELEE FTHMT
ARE1500TEARE13,1007 ¢

Price per square metre Using market direct A significant increase in the price per
comparable and taking into account of  square metre used would result in
location and other individual factors, significant increase in the fair value
such as road, frontage, size of property  measurement of the investment
etc., which is ranged from RMB8,991 property, and vice versa.
to RMBY9,388 per square metre.

RRMAERMELRZBTARER & BYARER ENEREEHRENE,
FUERAMERIRE R M ATBEHEZEAER RIMM-
RDENISELER B ARNT
NEHB991TENRH,388T ¢
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

14. INVESTMENT PROPERTIES (CONT'D) 14. REWE(E)
There were no transfers into or out of Level 3 during the year. REEWHEBARBEE=H -
The resulting decrease in fair value of the investment HE-Z-—NEF=ZA=+—HIFE  &E&
properties of HK$22,111,000 for the year ended 31 March MEZANFEERA22,111,0008 (==
2014 (2013: increase in fair value of HK$68,904,000) has — =% : AT {EEEIMN68,904,000ET)E
been recognised in profit or loss. REBZHPHER -

15. PROPERTY, PLANT AND EQUIPMENT 15. ¥ - BMERSZE

Furniture,
Leasehold  Computer fixtures and Motor  Plant and
properties equipment equipment  vehicles machinery Total
B KB

RENE  SkEk KRR nE BEREES @it
HK$'000  HK$'000  HKS$'000  HK$'000  HK$'000  HK$'000
TEn  TER  TAT  TErT  TER  TER

COST OR VALUATION RAEREE
At 1 April 2012 RZE-—FWA—H 78,459 26,520 101,479 9,334 551,337 767,129
Additions NE - 27 310 - 2,504 2,841
Disposals HE - - - - (35073)  (35,073)
At 31 March 2013 R-E-=£=A=1+-H 78,459 26,547 101,789 9,334 518,768 734,897
Additions NE 400 7 824 - 2,119 3,350
Disposals HE - - (116) (370) (61,314) (61,800)
At 31 March 2014 RZE-ME=A=+—-H 78,859 26,554 102,497 8,964 459,573 676,447
Comprising: 2
At cost KAE 68,309 26,554 102,497 8,964 459,573 665,897
At valuation - 1991 BE-—AA—% 10,550 - - - - 10,550
78,859 26,554 102,497 8,964 459,573 676,447
DEPRECIATION AND IMPAIRMENT FERAE
At 1 April 2012 RZE——%WA—H 13,260 22,149 92,405 7,712 487,605 623,131
Provided for the year KEEEGE 1,074 965 1,833 310 14,893 19,075
Impairment loss recognised in profit or loss RESBAZREESE - - - - 25,634 25,634
Eliminated on disposals HERHH - - - - (32,191)  (32,191)
At 31 March 2013 R-E-=%£=A=+—-H 14,334 23,114 94,238 8,022 495,941 635,649
Provided for the year KEERE 1,110 970 1,462 245 4,588 8,375
Impairment loss recognised in profit or loss XA HEFE - - 590 - 15,464 16,054
Eliminated on disposals HERHE - - (81) (304)  (61,033)  (61,418)
At 31 March 2014 R-ZZE-ME=F=1+-H 15,444 24,084 96,209 7,963 454,960 598,660
CARRYING VALUES REE
At 31 March 2014 RZE-ME=F=1+-H 63,415 2,470 6,288 1,001 4613 71,187
At 31 March 2013 R-E-=%=A=+—-H 64,125 3,433 7,551 1,312 22,827 99,248
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15.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

PROPERTY, PLANT AND EQUIPMENT
(CONT’D)

The cost or valuation of leasehold properties in Hong
Kong, which included prepaid lease payments, is
depreciated over forty years on a straight-line basis and
after taking into account of the estimated residual value.
The cost of buildings situated on leasehold land outside
Hong Kong is amortised over a period of fifty years or,
where shorter, the remaining term of the leases on a
straight-line basis and after taking into account of the
estimated residual value.

Depreciation is provided to write off the cost of other
items of property, plant and equipment, other than
leasehold properties, over their estimated useful lives,
using the reducing balance method at the following rates

per annum:
Computer equipment 25%

Furniture, fixtures and equipment 10 - 25%
Motor vehicles 20 - 25%
Plant and machinery 15 -30%

During the year, the directors conducted a review of
the Group’s furniture, fixtures and equipment and plant
and machinery and identified a number of physically
damaged and technical obsolescent assets. Accordingly,
certain furniture, fixtures and equipment and plant
and machinery used in the Group’s electronic products
segment with carrying amount of HK$16,054,000 (2013:
HK$25,634,000) are considered to be fully impaired and
has been recognised in profit or loss.
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15.

M- BERRE (&)

BREBENEERBZEBEAEME 2KAE
S ERF LA RBEERNERELER
AFFENE - URBERNME 2HE
T2 BT 2 AR RAAF RIS EER A
BEREERSOFH(MBBIEFH)BOF
PREMGHEE -

Hibx BMELEEHEERB(HEMER
SN ThR A A B MRS SBRE RO E
FEAMIBEERAR - FARFRNT :

BB 25%

B HBERFE 10 - 25%
B 20 - 25%
i 7 I 1 25 15 - 30%

RAFEE  EFREEREE2EM  KER
BEARKE R - WERZIEYIRIEE
EEMBRZEE -BAit - AEBEFER
DEMRERAZETERM - FE RREA LK
B RS2 IRM{E 416,054,000 (=%
— =% : 25,634,000/ 7T)  WAREBEUR
BERERERAER -
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

15. PROPERTY, PLANT AND EQUIPMENT 15. ¥%*¥ - MERRE (&)

(CONT'D)
The carrying value of the leasehold properties shown T EMEREMRUATIENFE 2L
above comprises properties situated on land held under: Mo - HIREERS
2014 2013
—E-mFE —T-=F
HK$'000 HK$'000
FET FET
Long leases in Hong Kong EEBURBHENEE 11,952 12,090
Medium term leases outside EBBAIMbE AR BBEORFE
Hong Kong 51,463 52,035
63,415 64,125
The valuation of certain of the Group’s leasehold ETAEECHEMER—RBYEEME
properties was carried out by a firm of independent TR — N —FIRAERGEEZ AR
professional valuers in 1991 on an open market value BEEITHE - REBRMEE G EAZE 16
for existing use basis. The Group has adopted the SRESOABRBHBA T THEGHAEESE TH
transitional relief provided by paragraph 80A of HKAS 16 EMEZRENRS B BRAE-—FEMR
from the requirement to make revaluation on a regular HEMZE - MEEMERMEET,472,000%
basis of certain of the Group’s leasehold properties and, T(=ZF— =4 : 7,610,000/ 7T ) & ik N &
accordingly, no further revaluation of leasehold properties WEFTER R RAEBEIE  HERE
will be carried out. Had these leasehold properties with a MER-ZZT—NEFE=A=+—HZEEEK
carrying amount of HK$7,472,000 (2013: HK$7,610,000) £7,106,000/8 7L( = Z — = 4F : 7,244,000
been carried at cost less accumulated depreciation and BIT) °

accumulated impairment losses, the carrying value of
these leasehold properties at 31 March 2014 would have
been stated at HK$7,106,000 (2013: HK$7,244,000).
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

16.

17.

PREPAID LEASE PAYMENTS 16. ENHEERKIE
The Group's prepaid lease payments comprise: RNEBZENHEREGLRE :
2014 2013
—F-mE —F=F
HK$'000 HK$'000
FET AT
Leasehold land held under medium FERBEINATEFEL
term leases outside Hong Kong BEZHEE LT 3,411 3,532
Analysed for reporting purposes as: MEHRBENDONTE
Current asset mENEE 121 121
Non-current asset ERBEE 3,290 3,411
3,411 3,532
PRODUCT DEVELOPMENT COSTS 17. EmBABRAE
HK$'000
FAT
COST RAE
At 1 April 2012 and 31 March 2013 R_ZE——FMNA—BER-_ZFE—=F=ZA=+—H 1,732
Amount written off s e %E (1,732)
At 31 March 2014 RZE—MNE=A=+—H .
AMORTISATION K
At 1 April 2012 and 31 March 2013 RZE——FWOA—BR=ZZT—=F=A=+—H 1,732
Amount written off WiEe R (1,732)

At 31 March 2014

RZE—NF=A=+—H

CARRYING VALUE
At 31 March 2014 and
31 March 2013

Product development costs are amortised over a period of

five years on a straight-line basis.
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

18. GOODWILL 18. W&
HK$'000
FET
COST RAE
At 1 April 2012 and 31 March 2013 R-ZE——FMNA—BE-_ZE—=F=ZA=+—H 28,053
Written off during the year NEE BY (2,277)
At 31 March 2014 R-ZE—MNE=A=+—H 25,776
IMPAIRMENT WA
At 1 April 2012 and At 31 March 2013 R-Z——FWA—BE_Z—=F=-A=+—H 10,388
Written off during the year NEFZHE (2,277)
At 31 March 2014 RZE—MNFE=A=+—H 8,111
CARRYING VALUE BRHEE
At 31 March 2014 and R_E—NFEF=ZA=+—H8K
31 March 2013 —FE-—=ZF#=ZA=+—H 17,665
Particulars regarding impairment testing on goodwill are 2 REFFBERM T 195%E -
disclosed in note 19.
19. IMPAIRMENT TESTING ON GOODWILL 19. EEZREIR
For the purposes of impairment testing, goodwill of BREBARME WA 18EEEE A
carrying value amounting to HK$17,665,000 (2013: 17,665,000 T (=F—=% : 17,665,000
HK$17,665,000) as set out in note 18 has been allocated BILIZAERBEWIEZ—EREELEN
to a cash-generating unit (“CGU") in the design, (TReEEREM])  BDREBEKRERS

manufacture and sale of electronic products segment BLUERNHEEFEMEB 2 HE -
operating in the United States of America.
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19.

20.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

IMPAIRMENT TESTING ON GOODWILL 19. B8 RBEAR (&)
(CONT’D)
The recoverable amount of the relevant CGU has been HEARSEEEMHATNESEIRERE
determined on the basis of value in use calculation. The B EEET - FRAEEMEEMELEZE
key assumptions for the value in use calculation are those R AENME R MEXRLBE ALK
regarding the discount rates, growth rates and expected AMBEERA 2B 28 - BRERARB
changes to revenue and direct costs during the budgeted BRI RAGFTEEIR R + 3% F R R ML T 5 35 B 4
period. The management estimates discount rates using BEEBEHANEUARReEAEUSERRERDY
pre-tax rates that reflect current market assessments of FHE o WARBEERAZ ZERBBEED
the time value of money and the risks specific to the R G AR RS H) B EEL (AE -
CGU. Changes in revenue and direct costs are based on
past practices and expectations of future changes in the
market.
During the year, the Group performed impairment review RAFE  AEERBEREREZ RK
for goodwill based on cash flow forecasts of the CGU hERMVBEERMESA CREEES N
derived from the most recent financial budget for the ZEenERAEMEERE - U KIK0%
next five years approved by the management and cash (ZE—Z=ZF: 0% ) BREXEERFR I
flows beyond the five-year period are extrapolated using SNE e ARFTERBABRSREZRRA
0% (2013: 0%) growth rate. The rate used to discount 10% (ZZE—=F:10%) - REZE T —
the forecast cash flows is 10% (2013: 10%). During the WE=A=+—HLEFE BHRRSELS
year ended 31 March 2014, as the recoverable amount UzrAkpedmERReE+LEUZER
of the CGU exceeds the carrying value of the CGU, no B MAERREEBE -
impairment loss is recognised.
INTEREST IN AN ASSOCIATE 20. BEBEQTER
2014 2013
—E-mFE —T-=F
HK$'000 HK$'000
FET FET
Cost of investments in an REFE RBIREKA -
associate, unlisted JELT 6,510 6,510
Share of post-acquisition results, FE{G BB 1R %45 -
net of dividend received kB MRS (144) (795)
6,366 5,715
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20.

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

INTEREST IN AN ASSOCIATE (CONT'D)  20. E{RBE QAT EZR(E)
Details of the Group’s associate are as follows: REBEZBERTFBEOT ¢
Form of Place of Nominal value Attributable
business registration/ of registered equity interest
Name of associate structure operations capital to the Group Principal activities
REBEN
BENTER ERERFA  HM/EEME AMEREE RAER TEEH
2014 2013
“I-mE =%
Interforce Limited Limited liability ~ Hong Kong HK$500,000 30% 30% Trading in electronic
(“Interforce™) company products
EABRAF(ER]) BREERE BB 500,000/ T EEETER

The associate is indirectly held by the Company through
its wholly-owned subsidiary.

Included in the cost of investments in an associate is
goodwill of HK$3,779,000 (2013: HK$3,779,000) arising
on acquisition of an associate in prior year.

Summarised financial information of the Group’s

associate

Summarised financial information in respect of the
Group'’s associate is set out below. The summarised
financial information below represents amounts shown
in the associate’s management accounts prepared in
accordance with HKFRSs.

The Group's associate is accounted for using the equity
method in these consolidated financial statements.

BERRHARFRERELEWBARME
A -

B &N R 2 B A AR B B 1 A 2 U B
BNRIFTES ZmEE3,779,0008 L (= Z

— =% :3,779,000/87C) °

FEBEBEQNR M BENRE

BRASEBEAR 2MBERMINDT
NTHBERMBRZ2I R RIEF BB R
SRAGHOBE LT EIRRE < FE -

REFEEAMBHRER  AEBZBERFT)
RAEZIENER ©
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20.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

INTEREST IN AN ASSOCIATE (CONT'D)

Summarised financial information of the Group’s

associate (CONT'D)

20.

B E AR R (E)
AEEHEL DU EERBE

(&)

Interforce B
2014 2013
—F-mE —F=F
HK$’000 HK$'000
THET FHET
Current assets REEE 19,714 12,596
Non-current assets EREEE 1,800 644
Current liabilities mEEE (12,893) (6,788)
Revenue A 148,709 104,636
Profit (loss) and total comprehensive REERN(ER) &
income (expense) for the year 2EWE (FX)4aE 2,170 (750)
Dividends received from AKEEAEBH
Interforce during the year I ER B9 AR B, - 210
Reconciliation of the above summarised financial A BERBEENRA SRR EER
information to the carrying amount of the interest in HEH 2 EBEBRE )RR REAENEER
the associate in respect of Interforce recognised in the W
consolidated financial statements:
2014 2013
—E-mFE —_FE-=F
HK$'000 HK$'000
FET FET
Net assets of Interforce WEARLEHR
attributable to owners BEFE 8,621 6,452
Proportion of the Group’s ownership AEBREH 2
interest in Interforce HEEEZASL 30% 30%
Goodwill [EES 3,779 3,779
Carrying amount of the Group’s TEERERZ
interest in Interforce w2 REE 6,366 5,715
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

21. AVAILABLE-FOR-SALE INVESTMENTS 21. AIHHEZRE

2014 & 2013
—E-NER-_ZT—=F
HK$'000
FAT
Equity securities A 38 %5
Unlisted shares, at cost JEEMRG - KA 26,690
Less: Impairment losses recognised B BERERBERRE (17,290)
9,400
Analysed for reporting purposes as: HERBEADTRE
Non-current asset FERBEE 9,400
The above unlisted investments represent investments FHE ETIRE RN ERTMALILAER
in unlisted equity securities issued by private entities BIZFELTRAZFSKRE - HREEBEAT
incorporated in Hong Kong. They are measured at cost BEMATHEELN  RAREERARER
less impairment loss at the end of the reporting period FAEHERQFEE ARZERERRES
because the range of reasonable fair value estimates is so MAREN AR EREETE -

significant that the directors of the Company are of the
opinion that their fair values cannot be measured reliably.

22. FINANCIAL ASSETS DESIGNATED AT 22. BEEARLAFEEHFABRREZ

FAIR VALUE THROUGH PROFIT OR EREE
LOSS
2014 2013
ZE-NFE =%
HK$’000 HK$'000
FExT FHET
Buy-write certificates on equity RBEBIZIN £ 2 R
securities listed outside Hong Kong BHZBERHEE - 25
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22.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

FINANCIAL ASSETS DESIGNATED AT
FAIR VALUE THROUGH PROFIT OR
LOSS (CONT'D)

The buy-write certificates contained embedded derivatives
which were not closely related to the host contracts,
accordingly, the entire combined contracts had been
designed as financial assets at fair value through profit or
loss.

On inception of the buy-write certificates, the strike
price of the underlying equity securities, maturity date
and observation period had been determined. At the end
of each observation period or on maturity of the buy-
write certificates, market price of the underlying equity
securities would be compared to the strike price. The
buy-write certificates would be terminated and the Group
would receive cash if the market price is higher than or
equal to strike price. The buy-write certificates would be
settled in shares transferred to the Group at the strike
price if the market price is lower than the strike price.

The fair values of buy-write certificates were determined
by securities brokers using valuation models based on
inputs such as share price, volatility, dividend yield of the
underlying equity securities, and the fair values of options
on equity securities were determined with reference to
quoted market ask prices.
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

23. INVENTORIES 23. #&

2014 2013
ZE-NE =%
HK$'000 HK$'000
FHExT FHET
Raw materials R 7,344 48,199
Work in progress R 1,279 1,004
Finished goods RIRK T 72,219 136,326
80,842 185,529
The cost of inventories recognised as an expense in RAFE  RicBEakHEMma2ERER
the consolidated statement of profit or loss and other WRAX M 217 &K ZE408,857,000/ 7T

comprehensive income during the year amounted to (ZZ—=4 :465,183,00087L) °

HK$408,857,000 (2013: HK$465,183,000).

24. DEBTORS, DEPOSITS AND PREPAYMENTS 24. FEWERE - RENFENRE
2014 2013
—E-UE —T—=F
HK$'000 HK$'000

FET FHET
Trade debtors EUWE 5 BRTE 18,050 25,837
Deposits with securities brokers BHKE L 2R D 50 129
Advances to suppliers BT HIER 2,327 7,216
Prepayments and other receivables T RRIE N LA R W kIR 11,103 5,058
31,530 38,240
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24,

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

DEBTORS, DEPOSITS AND PREPAYMENTS
(CONT’D)

The aged analysis of trade debtors net of allowance for
doubtful debts presented based on the invoice date at
the end of the reporting period, which approximated the
respective recognition dates, is as follows:

24.

FEWRE  ZBERAM KR
(#%&)

REE MR (R DB A AT RE
EAMI Y ENESEEGIRRER
B) 2 BRAWWT :

2014 2013

—E-mE —T—=F

HK$’000 HK$'000

FET FET

0 - 30 days 0£30H 10,740 16,308
31 - 60 days 31£60H 311 1,262
61 — 90 days 61£90H 2,093 1,565
Over 90 days im0 H 4,906 6,702
18,050 25,837

The Group allows an average credit period ranging from
30 days to 90 days to its trade customers. Before accepting
any new customers, the management will internally assess
the credit quality of the potential customer and define
appropriate credit limits. Management closely monitors the
credit quality of trade and other receivables and considers
the trade and other receivables that are neither past due
nor impaired to be of a good quality.

Included in the Group’s trade debtors are debtors with
aggregate carrying amount of HK$7,632,000 (2013:
HK$8,267,000) which are past due as at the reporting
date for which the Group has not provided for impairment
loss. The directors of the Company determined that these
receivables are either due from customers of good credit
quality with no history of default or covered by credit
insurance. The Group does not hold any collateral over
these balances.
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

24. DEBTORS, DEPOSITS AND PREPAYMENTS 24. FEBRIB - e R AN RE

(CONT'D) (%)
The aged analysis of trade debtors which are past due but ERMERRBEZEKE SRE ZREDT
not impaired is as follows: NN
2014 2013
—F-mE T =F
HK$'000 HK$'000
FET FET
Overdue 31 - 60 days WmEI31E60H 1,384 1,585
Overdue 61 — 90 days #HI61290H 2,436 1,083
Overdue over 90 days % HR R 3E90 A 3,812 5,599
7,632 8,267
Based on the experience of the management and RBEERE KR EEP ZENGRE B8
repayment record of the customers, trade receivables BEXRBERRESHFRCE S EWHRIE—
which are past due but not impaired and not associated Ag AT e o
with litigations are generally recoverable.
Movements in the allowance for doubtful debts RIRBEES
2014 2013
=F-mF —T=
HK$'000 HK$'000
FHExT FHET
At beginning of the year F1) 35,441 33,113
Impairment losses recognised B iR EWARIE 2 REEE
on debtors 2,152 3,072
Amount written off MiEE s (775) (744)
At end of the year FIR 36,818 35,441
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24,

25.

26.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

DEBTORS, DEPOSITS AND PREPAYMENTS 24. EWRE & R B RE
(CONT'D) (%&)
Included in the allowance for doubtful debts are individually REBESFEMEMNSBE CEKRE FRIE -
impaired trade debtors with an aggregated balance of 48 45 $4 534,759,000 (- — =
HK$34,759,000 (2013: HK$33,382,000) which have either 33,382,000 L) RARZERFEEE
been placed under liquidation or in financial difficulties. NAVIKREE o
The management had withdrawn a litigation against a EREERBAFERONE —EEH5EBA
trade debtor in prior year as they consider that the legal 2R THREBEERRBASR2EER
and professional expenses involved will be high, and EXBEABERS  MEBHEKRKRESS
the related debtor balance of HK$2,059,000 was fully 2,059,000 LB R BT FERBEHNE -
impaired in prior year.
INVESTMENTS HELD FOR TRADING 25. FEEEZRE
2014 2013
—E-mFE —T-=F
HK$'000 HK$'000
FHE T FHT
Listed securities EHESH
Equity securities listed in Hong Kong REE LT 2 RAGE 5 167 280
Equity securities listed outside Hong Kong  R&EBEIN £ 2 I A E 5 308 763
475 1,043

PLEDGED BANK DEPOSITS/ BANK
BALANCES AND CASH/ BANK
OVERDRAFTS

Pledged bank deposits

Pledged bank deposits represents deposits pledged to
banks to secure banking facilities granted to the Group.
Deposits amounting to HK$1,077,000 (2013: nil) have
been pledged to secure short term banking facilities and
are therefore classified as current assets.

Bank balances and cash

Bank balances and cash comprise cash held by the Group
and bank deposits which carry interest at an average rate
of 0.01% (2013: 0.01%) per annum.
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

26. PLEDGED BANK DEPOSITS/ BANK 26. BEHEHETER BT E8

BALANCES AND CASH/ BANK Be RITEX(E)
OVERDRAFTS (CONT'D)

Bank overdrafts RITEX

Bank overdrafts carry interest at market rate of 5.90% RITEZRMIHFFESQ0E(ZE—=
(2013: nil) per annum. FEm)FHE o

27. CREDITORS AND ACCRUED CHARGES 27. BENRERETER

2014 2013
—E-mFE —ZZT—=F
HK$'000 HK$'000

FET FAET
Trade creditors BB SERE 32,954 28,781
Royalty and withholding tax payable JERTERE R AR 3,178 4,257
Other creditors and accrued expenses  E b JE < BE 18 & fEET B =2 67,268 33,092
103,400 66,130
The aged analysis of trade creditors presented based on RRERRRLZEZBHAZNN 2 ENE SR
the invoice date at the end of the reporting period is as B RO
follows:
2014 2013
—E-mE —F=
HK$'000 HK$'000
FET FAET
0 - 30 days 0Z30H 8,900 10,134
31 - 60 days 31£60H 2,031 2,978
61 — 90 days 61290H 139 707
Over 90 days H3E90H 21,884 14,962
32,954 28,781
The average credit period on purchases of goods is 90 REER2FHEESRRI0H -
days.
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28.

29.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

AMOUNT DUE TO A SHAREHOLDER

The amount due to a shareholder, Mr. Lau Sak Hong,
Philip, is interest-free, unsecured and repayable on
demand. Mr. Lau Sak Hong, Philip is also a director and
chief executive of the Company.

28.

B B R FRIR
ERREABEEERTAES - RERR
RELEE - ABBAENAELANZES
REBITHAR -

BORROWINGS 29. fBE&
2014 2013
—E-mFE —_F—=F
HK$'000 HK$'000
FET FET
Trust receipts and import loans FrRkEREOER 17,655 24,551
Short term bank loans HHRITE R 51,150 47,750

Loans related to bills discounted BRARBRERIR

with recourse ZREZER - 18,834
68,805 91,135

The Group’s borrowings are all secured by certain assets
as disclosed in note 39.

As at 31 March 2013, the loans related to bills discounted
with recourse were secured by intra-group trade debtors
transferred to a bank.

The Group’s borrowings are floating-rate borrowings,
which are mainly linked with Hong Kong Interbank
Offered Rate (“HIBOR"), and bear interest at a range from
3.8% t0 5.9% (2013: 2.9% to 4.1%) per annum. Interest
is repriced every month.
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30.

CONVERTIBLE NOTES

On 15 June 2012, the Company issued 1.5% coupon
convertible notes (the “Notes”) at a principal amount of
HK$36,300,000 maturing on 15 December 2013 to Mr.
Lau Shek Yuen. Mr. Lau Shek Yuen is a shareholder of the
Company and a brother of all executive directors of the
Company. The Notes were denominated in Hong Kong
dollars and the Company agreed to guarantee payment of
all sums payable in relation to the Notes. Interest of 1.5%
would be paid annually up until the settlement date.

The principal terms of the Notes were as follows:

(a) The Notes were convertible, at the option of
the note holder, into ordinary shares of HK$0.1
each of the Company at a conversion price of
HK$0.104 per share, subject to anti-dilutive
adjustments, at any time on or after 15 June
2012 up to and including the date which is 3
days prior to the maturity date. Unless previously
redeemed, converted or purchased and cancelled,
the outstanding Notes would be redeemed by the
Company at 100% of its principal amount on the
maturity date.

(b) At any time while the Notes were outstanding
and had not been converted the Company might
redeem all of the principal of the Notes or any
part at a redemption price equal to the applicable
early redemption amount predetermined in the
convertible note agreement.

At initial recognition, the Notes were split into an equity
component of HK$5,591,000 and a liability component of
HK$30,709,000. The liability component was determined
based on the present value of the estimated future cash
flows discounted at an effective interest rate of 11.8%
per annum, being the average yield of similar financial
instruments with similar credit rating and structure but
without the call conversion option or the early redemption
option, which incorporated appropriate adjustments to
reflect possible impact of country factors, firm specific
risk and liquidity risk.

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

30. ATERERE

RZE—ZFXNAT+HB  ARAETAR
© % 536,300,0008 TR =T —=F+=
A+RARARHZIEZEEABBRER(TE
B TFRGREE - BHREEREAF
ZRERANRAAREBAITEZ 2R - F
BUAATHEAARAREREL N B BZ
R CITBRMGIE - BEE&EAMZ1.5
ERBBRFINMN -

RRZETBHEREINNT

(a) ZERRBEBRREAZEE R
ZE-ZFRNATREHEHRZEER
HEAMN =B (REZA) MR
B E SR RH0.104% TR
AEREE VBT ZAAR L AR
(ATEITREEFHE) - RIELAD
fEE - FREE R ARE
BIEZEERAQR NI REER
SHZ100%HEE °

(by REEWHKEREIL EER 7 7
BEA - ARB AR A RREE R
AEAEET EOER(ERERR
FEReR)BRREZABHEM
ARG

RUOTHERE ERFEAAEEND
5,591,000% 7t & & f& & 530,709,000/
T BEMBY DRIBEZERFFE11.8%
(MEBEUGETAREERT BT RE
ERESRFEREEZR 2 BUSMIAY
FHREE  HEFtAEE AZEURBRER
Hx - ArABRREREERE 2 TR
E)MBEFTARBREREZHEMET -

—E-NEER AEBEBEERAE 135




Notes to the Consolidated Financial Statements

e B R R R B R

30.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

CONVERTIBLE NOTES (CONT'D)

As the Company’s early redemption options were
considered as closely related to the host contracts, the
fair values of these options, which were determined using
Trinomial Tree Method at initial recognition, had not been
separated from the host contracts, but included in the
carrying amount of the liability component. The equity
component was presented as convertible notes reserve
in equity, whereas the liability component was classified
under current liabilities at 31 March 2013.

On 6 December 2013, all conversion rights have been
exercised and 349,038,461 conversion share are allotted
and issued.

30. ATEEREE(E)

HRARRZRREEEEREA/ETA
KEYERE - NS RERE IR = TEEAE
EXHEFEERIAFEELRETEOD
B MESFARBEN O ZKEE R-F—=
FZA=1t—R ESZFIERTBRRER

FEENEEAZY > MAEFI D EER
HEEET -

RZE—Z=ZF+=-AXH8 " A ETEFE
E349,038,461 JIRRR AR 1D IE AR 25 [ B8 1T ©

The movement of the liability component of the Notes for REERFT—FEZZBEBERXHS 2EHH
the current and prior year is set out below: T

HK$'000

FET

Liability component at date of issue RETHBRZABESS 30,709

Transaction cost attributable to the ERAEBIEEZR KA

liability component of the Notes (1771)

30,538

Imputed interest expense for the year FREEF S 2,915

At 31 March 2013 R-ZE—=F=A=+—H 33,453

Imputed interest expense for the year 4 R{HE K| 85 & 3,664

Coupon interest paid ERNEER (817)

Issue of shares upon exercise of the Notes 7T{f Z 31T (36,300)

As 31 March 2014 RN-T—

mE=H=+—H
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

31. DEFERRED TAXATION 31. EEBIE
The followings are the major deferred tax (liabilities) REERBAFEERRETERTHIE
assets recognised and movements thereon during the (BR)EEREZHNOT

current and prior years:

Accelerated Revaluation

tax Tax of
depreciation losses  properties Others Total
MEFERE  HEBE  ERWE Hity ek

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TAT TATL TATL TATL TATL

(Note)

(W)
At 1 April 2012 RZE—-FNA—A (2,720) 2,250 (5,379) 244 (5,605)
Credit (charge) to profit or loss s A(HE)EH 3,019 8,950 (2,082) 64 9,951
At 31 March 2013 RZE—=F=A=1—H 299 11,200 (7,461) 308 4,346
Credit to profit or loss FABR 1,366 5,260 2,947 37 9,610
At 31 March 2014 RZE-MFE=F=+—H 1,665 16,460 (4,514) 345 13,956
Note: Others mainly represent temporary difference s Bt ERFEZARERGHAAE

arising from unrealised profits on inventories. EZERERE -
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31.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

DEFERRED TAXATION (CONT’'D)

For the purposes of presentation in the consolidated
statement of financial position, certain deferred tax
assets and liabilities have been offset. The following is
the analysis of the deferred tax balances for financial
reporting purposes:

31.

EFER IR (4F)
RREAMBRRBRZIITE - & TEE
BEAEREHED LY - MIEMBREMA
ZEEBAEBDITLT ¢

2014 2013

—E-mE —T—=F

HK$'000 HK$'000

FET FET

Deferred tax assets RLEFIBEE 18,951 12,589
Deferred tax liabilities BEEFHIBEE (4,995) (8,243)
13,956 4,346

At the end of the reporting period, the Group has
unused tax losses of approximately HK$819,293,000
(2013: HK$719,957,000) and the Group has not
recognised deferred tax asset in respect of tax losses of
HK$738,664,000 (2013: HK$635,212,000) due to the
unpredictability of future profit streams.
unrecognised tax losses are losses of HK$117,000,000
(2013: HK$117,000,000) that will expire in 2030, losses of
HK$146,910,000 (2013: HK$72,152,000) that will expire
within 20 years and losses of HK$32,409,000 (2013:
HK$21,802,000) that will expire within 5 years, other tax
losses may be carried forward indefinitely.

Included in the

Deferred taxation has not been provided for in the
consolidated financial statements in respect of the
temporary differences attributable to the undistributed
retained profits earned by the subsidiaries in the PRC
amounting to HK$20,904,000 (2013: HK$24,241,000)
starting from 1 January 2008 under the New Law of the
PRC that requires withholding tax upon the distribution
of such profits to the shareholders, as the Group is able
to control the timing of the reversal of the temporary
differences and it is probable that the temporary
differences will not reverse in the foreseeable future.
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For the year ended 31 March 2014
HE_Z-ME=A=+—HAIFE
32. SHARE CAPITAL 32. A&
Ordinary shares of HK$0.1 each BREE 1B T ERR Number of
ordinary shares Amount
LEREE &%
HK$'000
FHET
Authorised: ETER
At 1 April 2012, 31 March 2013 R-—ZE——FmA—H -
and 31 March 2014 —E-=ZFZA=+—H
RZZ-WE=ZR=1+—H 5,000,000,000 500,000
Issued and fully paid: BRITRARBKA
At 1 April 2012 W-E——FmA—H 1,495,716,290 149,571
Issue of shares upon exercise of RITFEEREMRITRG
share options 131,600,000 13,160
At 31 March 2013 —E-ZF=ZA=1—H 1,627,316,290 162,731
Issue of shares upon exercise of fﬂ}-ﬁ%ﬁﬂgﬁﬁ?‘ﬁﬁﬂ
share options 37,076,000 3,708
Issue of shares upon exercise of BT EREMETRM (HEE30)
the Notes (note 30) 349,038,461 34,904
At 31 March 2014 R-ZE-NE=A=+—H 2,013,430,751 201,343
All shares issued rank pari passu in all respects with the FIACETRONENTELRER ZREAR
then existing shares in all aspects. MEBREFMAL o
33. SHARE OPTION SCHEMES 33. EBRRETE
Share option scheme of the Company AAE 2 BRAEE
The Company has a share option scheme (the “Scheme”) RARRZEENF—ATHARITZRR
which was approved and adopted at the special general ?#)“:'JK'@J:H}E&?%?ZW%HH‘PEZ@%H&L%%
meeting of the Company held on 15 January 2008 for a El([zt8) - FZEMERRYL2EE 2
period of 10 years. The primary purpose is to recognise BB %ﬁ%&ﬁ%@%ﬁﬁ&”&%liﬂi%l
the contribution of participants and to recruit and retain BEEEZBEZANER B ZEERK
high calibre employees and attract human resources that 2EEEAEEZENERES(BEE
are valuable to the Group. Eligible participants of the Scheme - PRBTERIERITR A mB LIS
included any full time employees (including directors, whether ) HER - A RIBRER
executive or non-executive and whether independent or not),
suppliers, consultants, agents and advisors of the Group.
The maximum number of share options which may be IRAR T EI AT 2 B B AR AR M 17 15 Al B
issued upon exercise of all options to be granted under BTz o RIEEE - TMSHBANIEHETS
the Scheme must not, in aggregate, exceed 10% of the ARENRRERAEG IEEBE RS ETRG
shares in issue at the date of passing the relevant ordinary 210%  MEREREFITEZ2MBRT
resolution at the general meeting while overall limit for all FRREMSRBR DB  TESBRTRE
outstanding options granted and yet to be exercised must BT’ 230% ©
not exceed 30% of the shares in issue from time to time.
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33.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SHARE OPTION SCHEMES (CONT'D)
Share option scheme of the Company (CONT'D)

The total number of shares issued and to be issued upon
exercise of the option granted to each participant in any
12 month period up to the date of the grant shall not
exceed 1% of the shares in issue unless certain conditions
are fulfilled.

The period within which the shares must be taken up
under an option is any period as determined by the Board,
which shall not be more than 10 years from the date on
which the option is granted. The option may be exercised
by the grantee at any time during the option period.

The subscription price of the share options is determined
by the Board, but will be no less than the highest of (i)
the closing price of the shares on the offer date; (ii) the
average of the closing price of shares on the 5 trading
days immediately preceding the offer date; or (iii) the
nominal value of the shares on the offer date.

The offer of a grant of share options can be accepted
within 28 days from the date of offer. The consideration
for the grant is HK$1 and it will in no circumstance be
refundable.
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R EE
For the year ended 31 March 2014
BE-FT-MNEF=A=+—HIFE
33. SHARE OPTION SCHEMES (CONT’'D) 33. BEBREE(E)
Share option scheme of the Company (CONT'D) AT ZBRESE(E)
The movements of the share options granted to directors, BB ERAERES  EERERKRY
employees and advisors of the Group pursuant to the ZBEREZEHBEROT
Scheme were as follows:
Number of share options
BREYE
Outstanding Granted Exercised  Outstanding
Exercise  at beginning during during at end of
Date of grant Notes price.  of the year the year the year the year
RiA# i kE  FPHAGE  FRERR ERERE  EAHAGE
HKS
ER
For the year ended HE-Z-IE
31 March 2014 SAZT-BIEER
Directors: %
25 April 2012 ZE-ZEWAZThA (b) 0.1050 4,000,000 - (4,000,000 -
25 October 2012 S i (b) 0.1000 3,000,000 - (3,000,000) -
- 7,000,000 - (7,000,000) -
Employees: 8
28 January 2008 ZEEN\E-FC1A (a) 02053 858,311 - (126,000) 132,311
31 August 2010 ZE-ZENR=1-H (@) 0.1880 12,000,000 - (7,000,000) 5,000,000
25 October 2012 “E-ZE+AC1EA (b) 0.1000 10,350,000 - (1,350,000) 9,000,000
25 January 2013 I g i (c) 0.1140 21,600,000 - (21,600,000 -
44,808,311 - (30,076,000) 14,732,311
Advisors: BR:
23 January 2008 ZEZN\5-A-t=H )] 02228 701,580 - - 701,580
12 August 2010 “E-2E)\A1CH (a) 0.1880 300,000 - - 300,000
26 February 2013 ZE-ZECACTRA (b) 0.1230 2,000,000 N - 2,000,000
6 March 2013 ZE-=E=ARH (b) 0.1320 1,600,000 - - 1,600,000
4 October 2013 ZE-ZE+ANA (b) 0.1150 - 1,500,000 - 1,500,000
21 October 2013 “E-ZE+AZT-H (b) 0.1200 - 800,000 - 800,000
4,601,580 2,300,000 - 6,901,580
56,409,891 2,300,000 (37,076,000 21,633,891
Exercisable at the end of the year ERATE 21,633,891
Weighted average exercise
price (HKS) METSHEE (BT 0.1298 0.1167 0.1257 0.1354
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For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

share options and vested immediately.
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(a) These share options were granted for an exercise
period of ten years from the date of grant of the

33. SHARE OPTION SCHEMES (CONT’'D) 33. BBREFE(E)
Share option scheme of the Company (CONT'D) AT ZBRETE(E)
Number of share options
EREE
Outstanding Granted Exercised  Outstanding
Exercise  at beginning during during atend of
Date of grant Notes price of the year the year the year the year
RiLAH ik kB FORAGR  FRERE EMEME  FREATR
HK$
BT
For the year ended HE-3-=F
31 March 2013 ZR=T-RLLEE
Directors EZ
25 April 2012 S e (b) 0.1050 - 33,900,000 (29,900,000 4,000,000
25 October 2012 ZE-ZFTA-tAR (b) 0.1000 - 3,000,000 - 3,000,000
- - 36,900,000 (29,900,000) 7,000,000
Employees: ES:
28 January 2008 ZZEN\E-At/\A (a) 0.2053 858,311 - - 858,311
31 August 2010 = (@) 0.1880 12,000,000 - - 12,000,000
29 November 2011 (b) 0.1090 12,500,000 - (12,500,000 -
25 April 2012 (b) 0.1050 - 14,950,000 (14,950,000) -
25 October 2012 (b) 0.1000 - 49,800,000 (39,450,000) 10,350,000
25 January 2013 (0 0.1140 - 21,600,000 - 21,600,000
1 February 2013 (b) 0.1240 - 15,800,000 (15,800,000) -
25,358,311 102,150,000 (82,700,000 44,808,311
Advisors: BR:
23 January 2008 SN\E-A= (a) 02228 701,580 - - 701,580
12 August 2010 “ZENATZ (@) 0.1880 300,000 - 300,000
1 February 2012 ~£-f- (b) 0.1080 1,500,000 - (1500 000) -
25 April 2012 “Z-“FEA-tEHA (b) 0.1050 - 500,000 (500,000) -
25 October 2012 “E--F+ACTEA (b) 0.1000 - 1,000,000 (1,000,000) -
21 February 2013 ZE-ZEf-1-H (b) 0.1220 - 16,000,000 (16,000 OOO) -
26 February 2013 —=#-F-17H (b) 0.1230 - 2,000,000 2,000,000
6 March 2013 ZE-=E=ARH (b) 0.1320 - 1,600,000 - 1,600,000
2,501,580 21,100,000 (19,000,000) 4,601,580
27,859,891 160,150,000 (131,600,000) 56,409,891
Exercisable at the end of the year ERTITE 56,409,891
Weighted average exercise
price (HKS) mETHARECET) 0.1497 0.0845 0.1082 0.1298
Notes: Pt 5

(a) ZEBREABRERDAMSET
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33.

SHARE OPTION SCHEMES (CONT’'D)

Share option scheme of the Company (CONT'D)

Notes: (CONT'D)

(b) These share options were granted for an exercise
period of five years from the date of grant of the
share options and vested immediately.

(c) These options were granted for an exercise period

of four years from the date of grant of the options
and vested immediately.

No share options have been granted to the directors and
employees of the Company pursuant to the Scheme for
the year ended 31 March 2014.

Total consideration received during the year from directors,
employees and advisors for taking up the options granted
amounted to nil (2013: HK$6), nil (2013: HK$13) and
HK$2 (2013: HK$6) respectively.

The fair value of services received in return for share options
granted is measured by reference to the fair value of share
options granted. The estimate of the fair value of the
services received is measured based on the Black-Scholes
pricing model.

Grant date 2542012

25.10.2012

33.

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

ERESTE(E)
ADT BB E(E)

BYEE - (&)

(b) ZEEREOBRERLOASNED
FRITEIL AR FE -
(0 ZESEREABRERL R HED

FRITEIL R HE -

BE-Z-WE=A=+—ALEE A2
AL WRBHBET AR AEFRESER
BRI -

KEREN - WIER BEEXEMREZHR
BREMINZEREINAT(ZZ—=
Fe8L) T(ZZE—=F :13T)R2
BEIT(ZE—=F :687T) °

FLATIR h B B T BUS 2 IR15 2 2 FEETY
SLEMBEHBREZ X FEEE - S
R 2 X EEMF RPN R - REATE
BRAGFE -

12.2013 26.2.2013 4102013

Ring 32§ %-fF R 3 R-Zf Rz C3-cF R RS
BE-TER TAZtRR -A-tER ZA-B ZA-t-8 ZAotRE ZARE tAER AR

Fair value of share options and assumptions: BRIEZDTEERER:

Fair value at measurement dates (HKS) WHERS ATRE(RT) 0.0317 0.0282 0.0403 0.0402 0.0315 0.0349 0.0380 0.0360 0.0362

Share price (HKS) BE(AT) 0105 0,090 0114 01 0117 013 0% 0115 0118

Brercie price (HKS) &7 0105 0.100 0.114 0.124 0122 0123 0132 0.15 0120

Expected volatility R 44.0% 51.2% 5.2% 52.6% 41.2% 1.2% 41.8% 34.73% 34.65%

Expected option life (years)
Expected dividend yield
Risk-free interest rate

3
0%
05%

3
0%
05%

3 3 3 3 5 5
0% 0% 0% 0% 0% 0%
05% 05% 0.5% 0.5% 05%

Expected volatility was determined by using the historical
volatility of the Company’s share price over the previous
one year. The expected life used in the model has been
adjusted, based on management’s best estimate, for the
effects of non transferability, exercise restrictions and
behavioural considerations. Changes in the subjective input
assumptions could materially affect the fair value estimate.

BEREDRAARRRERBE—FHNE
SRREMEE - LR RBEHBR TR
EREzREMRRTEERZITEE 1T
BRERTREEARTUHE - TEBAR
R2EBBREEHATEERIGEFBEREXR

=
-2
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33.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

SHARE OPTION SCHEMES (CONT’'D)
Share option scheme of the Company (CONT'D)

During the year ended 31 March 2014, the Group
recognised total expense of HK$82,000 (2013:
HK$5,286,000) comprising nil (2013: HK$1,160,000),
nil (2013: HK$3,447,000) and HK$82,000 (2013:
HK$679,000) for the year in relation to share options
granted by the Company to directors, employees and
advisors respectively.

Share option scheme of The Singing Machine Company,
Inc. (“SMC"”), a 51.54% (2013: 51.60%) owned
subsidiary of the Company

SMC’s share option scheme was approved by SMC's
shareholders at the special meeting held on 6 September
2001 (the “SMC Scheme”). The SMC Scheme was
developed to provide a means whereby the directors and
selected employees, officers, consultants, and advisors
of SMC may be granted incentive or non-qualified stock
options to purchase common stock of SMC. The SMC
Scheme authorises an aggregate of 1,950,000 shares of
SMC's common stock and a maximum of 450,000 shares
to any one individual in any one fiscal year.

The maximum number of shares issued and to be issued
upon exercise of the options granted to each participant
in any 12 month period up to the date of the grant will
be 300,000 shares.

The period within which the shares must be taken up
under an option is any period as determined by the Board
of SMC, which will not be more than 10 years (or 5 years
in the case of a holder with 10% or more of the common
stock) from the date on which the option is granted. Each
option vested in one year from the date of grant.

The subscription price of the share options is determined
by SMC's Stock Option Committee, which consists of
two or more directors chosen by the Board of SMC. The
subscription price of the share options will be no less
than the closing price of SMC's shares on the offer date (or,
if granted to a holder of 10% or more of the common
stock, the subscription price will be no less than 110% of
the closing price of SMC's shares on the offer date).
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

BRETE(E)
AATEHEE51.54% (ZF—=%F : 51.60%) &
HMBATSMCZEBRESTEI(EZ)

RESMCEHEMARREERAEEZE
BMRLBREZZHHINMT

33. SHARE OPTION SCHEMES (CONT'D) 33.

Share option scheme of SMC, a 51.54% (2013:
51.60%) owned subsidiary of the Company (CONT'D)

The movements of the share options granted to directors
of the Company and employees of the Group pursuant to
the SMC Scheme were as follows:

Number of share options

BREHA
Outstanding Granted Lapsed  Outstanding
Exercise at beginning during during at end
Date of grant price  of the year the year the year  of the year
RLAH 4 FR
ﬁﬁﬁ BERTE  FRERE  FREAN HRTE
U
E
For the year ended HE-Z-ME
31 March 2014 ZRAZT-RILERE
31 December 2002 “E5+-A=1+-8 9.00 4,000 - (4,000) -
19 December 2003 Z=F+-AtAA 1.97 4,880 - (4,880) -
6 February 2004 ZRE-RRA 1.54 6,500 - (6,500) -
26 February 2004 ZZEMEZAZ+A 1.36 20,000 - (20,000) -
29 March 2004 ZREMEZAZT A 1.20 20,000 - (20,000) -
29 November 2004 “ITmET-AZTAR 075 40,000 - - 40,000
1 December 2004 ZEEME+=A—H 0.77 20,000 - = 20,000
9 May 2005 ZZZHRERANA 0.60 34,000 - - 34,000
31 March 2006 ZZERE=A=1+-H 032 60,000 - - 60,000
10 April 2006 ZZZRFNATA 0.33 42,000 - - 42,000
31 March 2007 “EEHFZAZT-H 0.93 60,000 - - 60,000
31 March 2008 ZZZ\F=A=1-H 0.45 120,000 - - 120,000
31 March 2009 “EEAF=A=1-H 0.1 120,000 - - 120,000
31 March 2010 “E-T4=f=1-H 0.03 60,000 - - 60,000
29 October 2010 ZE-ZE+AZTNA 0.06 520,000 - - 520,000
31 March 2011 “E-——%#=Zf=1-H 0.04 60,000 - - 60,000
31 March 2012 “E-ZF=fF=1-H 0.12 60,000 - - 60,000
31 March 2013 “E-Zf£=ZfA=1-H 0.18 60,000 - - 60,000
1 July 2013 ZE-=F+f-A 0.21 - 580,000 - 580,000
31 March 2014 —E-MF=R=+-H 0.16 - 60,000 - 60,000
1,311,380 640,000 (55,380) 1,896,000
Exercisable at end of the year FRATE 1,896,000
Weighted average exercise price (US$) MEFHTEE(ET) 0.29 0.21 1.93 0.22
Holders of the share options BREREA
are analysed as follows: AHRET
Directors = 80,000 - - 80,000
Employees E& 1,231,380 640,000 (55,380) 1,816,000
1,311,380 640,000 (55,380) 1,896,000
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For the year ended 31 March 2014
BE-T-MNF=A=+—HILFE
33. SHARE OPTION SCHEMES (CONT'D) 33. BEBREE(E)
Share option scheme of SMC, a 51.54% (2013: ANBHFHE51.54% (ZF—=4F : 51.60%)#
51.60%) owned subsidiary of the Company (CONT'D) H2HMEBATSMCZ BRESEI(EZ)
Number of share options
BiREHE
Outstanding Granted Outstanding
Exercise at beginning during at end
Date of grant price of the year the year of the year
BHAH ) 1) L3S
e HWRITE FRERE HARITE
Us$
ey
For the year ended HE-Z-ZE
31 March 2013 ZAZT-RILERE
31 December 2002 “EE-F+-R=1—H 9.00 4,000 - 4,000
19 December 2003 ZZE=F+ZRATNA 1.97 4,880 - 4,880
6 February 2004 “ZEMFE-ARA 1.54 6,500 - 6,500
26 February 2004 “ZEMEZRZFRA 1.36 20,000 - 20,000
29 March 2004 ZZEME=RZFNA 1.20 20,000 - 20,000
29 November 2004 ZEEMET-AZTAA 0.75 40,000 - 40,000
1 December 2004 ZEEME+=A—H 0.77 20,000 - 20,000
9 May 2005 _ffﬁiﬁﬂﬂﬁ 0.60 34,000 - 34,000
31 March 2006 0.32 60,000 - 60,000
10 April 2006 0.33 42,000 - 42,000
31 March 2007 0.93 60,000 - 60,000
31 March 2008 0.45 120,000 - 120,000
31 March 2009 0.1 120,000 - 120,000
31 March 2010 0.03 60,000 - 60,000
29 October 2010 0.06 520,000 - 520,000
31 March 2011 0.04 60,000 - 60,000
31 March 2012 0.12 60,000 - 60,000
31 March 2013 0.18 - 60,000 60,000
1,251,380 60,000 1,311,380
Exercisable at end of the year FRATE 1,311,380
Weighted average exercise price (US$)  MEFH{TEE(EL) 0.30 0.18 0.29
Holders of the share options BRESEA
are analysed as follows: AW
Directors EE 80,000 - 80,000
Employees B8 1,171,380 60,000 1,231,380
1,251,380 60,000 1,311,380
The above options were granted for an exercise period of N ErEEERAERESBEIHELER
nine years from the date on which the options are vested. 748 -
The fair value of services received in return for share options TR EREMEE 2 RIS 2 A FEET
granted is measured by reference to the fair value of share ZXEMBELBEREZ AT EEZ - FTES
options granted. The estimate of the fair value of the REZAFEEBEZHEIIER DS — 5B H
services received is measured based on the Black-Scholes FTEERFE -
pricing model.
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33.

SHARE OPTION SCHEMES (CONT'D)

Share option scheme of SMC, a 51.54% (2013:
51.60%) owned subsidiary of the Company (CONT'D)

Fair value of share options and assumptions:

33.

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

BRETE(E)
AATEHEE51.54% (ZF—=%F : 51.60%) &
HMBATSMCZEBRESTEI(EZ)

BhEz A FEERRR

Grant date 31.3.2013 1.7.2013 31.3.2014
R A —E-=F =ZZT-= —E—-F

=A=+—H +tB—H =ZB=+—H
Fair value at measurement date (US$) RETERBHZATFEMBEER) 0.16 0.21 0.15
Share price (US$) BB (=7T) 0.25 0.21 0.17
Exercise price (US$) ITEE(ET) 0.18 0.21 0.16
Expected volatility TEEH R 18 304.7% 304.1% 201.1%
Expected option life (years) TEET IR AR A AR (47 ) 1 3 3
Expected dividend yield TEHARR B X 0% 0% 0%
Risk-free interest rate 2 [ g ) 0.16% 0.21% 0.15%

Expected volatility was determined by using the historical
volatility of the SMC's share price over the previous
one year. The expected life used in the model has been
adjusted, based on management’s best estimate, for the
effects of non transferability, exercise restrictions and
behavioural considerations. Changes in the subjective
input assumptions could materially affect the fair value
estimate.

The Group recognised total expense of HK$779,000 (2013:
HK$57,000) for the year in relation to share options
granted by SMC.

B4 08 T R P SMCRE (B 1B 2 — 7 2 B
ERBET o LI ATR R YR E
B ST R MR Y TR
HRTAEERETARE - TBHABR
ZEB ALY AT EE EHEREAY
o,

ANEBRFEAZRSMCIR H 2 BB R
Fl S #2458 5779,0008 o( — T — = 4 ¢
57,000 7T) ©
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34.

35.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

CAPITAL RISK MANAGEMENT

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

The capital structure of the Group consists of net debt,
which includes the borrowings, bank overdrafts and
convertible notes disclosed in notes 29, 26 and 30
respectively net of cash and cash equivalents and equity
attributable to owners of the Company, comprising issued
share capital and reserves.

The directors of the Company review the capital structure
regularly. As part of this review, the directors consider the
cost of capital and the risks associated with each class of
capital. The Group will balance its overall capital structure
through new share issues and share buy-backs as well as
the issue of new debt or the redemption of existing debt.

34.

EXEBEE
AEE T AREE S EEBIERTS RERR
IFHBETE  BRAEE BETHEL
2 TAREBERADR - KL
BRI -

AEBZEARBREABTIE(REWT
29 - 26 R30DFIEB2EE - RITEZ R
RBREE  MBRASRREEEEE)R
ARARHEANEERD(BEEETREAR
) o

ARREETEHRAEARREE - lwit 2 — &
MRAEEERERRAREEEAMKMHZ
Bk REBEBBETHRD  BOK
0 BOIHERERBOREEBSEHA - F
BREBEARE -

FINANCIAL INSTRUMENTS 35. ®@MIT A
Categories of financial instruments SR ITAENER
31.3.2014 31.3.2013
—E-NE —T—=F
=B=+-B =A=+-8
HK$'000 HK$'000
FExT FHET
Financial assets EREE
Available-for-sale investments A EZRE 9,400 9,400
Investments held for trading BIEEEZIRE 475 1,043
Financial assets designated at fair EEABRAFEEA
value through profit or loss BasemEE - 25
Loans and receivables (including B R EW FRIE
cash and cash equivalents) (BHEESLESZSEEE) 56,006 65,032
Financial liabilities Ea =R
Other financial liabilities at REHEK AR EMERB(E
amortised cost 137,100 171,044
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35.

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

FINANCIAL INSTRUMENTS (CONT'D) 35. €T RA(E)
Financial risk management objectives and policies HERREEEEREE
The Group’s major financial instruments include debtors AEEFESRTIABERKKRIBRES
and deposits, available-for-sale investments, investments AHEEZRE  HEBEZERE  EBEAR
held for trading, financial assets designated at fair BRAFEEFABRZEREE  BEMER
value through profit or loss, pledged bank deposits, TER  RITEFRE S - EBNERE - ER
bank balances and cash, creditors, amount due to a IREFIE - RITHEX - BEERATBRBRER -
shareholder, bank overdrafts, borrowings and convertible IEEMIT A BEREENIRE - BZSE
notes. Details of these financial instruments are disclosed Rl T E AR BE 2 3B Rk 1K &L B 2 SR
in respective notes. The risks associated with these TX - EREERELERZFRAR ’ﬁﬁ%&
financial instruments and the policies on how to mitigate RBRUIEITHEE R - AEE 2 BEBEER
these risks are set out below. The management manages FEMER -
and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective
manner. The Group’s overall strategy remains unchanged
from prior year.
Currency risk B E R
Several subsidiaries of the Company have foreign currency RARZRMBEBRR 2 EEEERE BN
denominated monetary assets and liabilities, which expose BEDIE - SRS EEAEINER R -
the Group to foreign currency risk.
The carrying amounts of the group entities’ foreign BEREUIINESEZEEEEREKS %\
currency denominated monetary assets and monetary (i%%‘a;‘%lﬁg&;}zﬁﬁ FEURBREIE - $R 174
liabilities (mainly represented by intra-group current 7 JZ’%H,EEE&%E)E@?&E%EHF&JXZEE@
accounts, debtors, bank balances, creditors and BT :
borrowings) at the end of the reporting period are as
follows:
2014 2013
—E-IF —E—=F
Assets  Liabilities Assets Liabilities
BE &8fE BE afE
HK$'000 HK$'000 HK$'000 HK$'000
FHET TET FHET FHAT
Euro & - 125 - 99
Hong Kong dollars BT 22,193 305,372 233,727 313,146
Japanese yen H - - 300 -
Renminbi ARHE 78,860 200 34,236 563
Swiss Franc T BB 308 - 231 -
United States dollars e 19,936 58,667 321,616 46,747
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35.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

FINANCIAL INSTRUMENTS (CONT'D)

Financial risk management objectives and policies
(CONT'D)

Currency risk (CONT'D)

The Group currently does not have a foreign currency
hedging policy. However, the management monitors foreign
exchange exposure and will consider hedging significant
foreign currency exposure should the need arise.

Sensitivity analysis

The group entities are mainly exposed to foreign currency
risk from Hong Kong dollars, Renminbi and United States
dollars. Under the pegged exchange rate system, the
financial impact on exchange difference between Hong
Kong dollars and United States dollars will be immaterial

and therefore no sensitivity analysis has been prepared.

The following table details the group entities’ sensitivity
to a 5% increase and decrease in Hong Kong dollars and
Renminbi against each group entity’s functional currency
(including Hong Kong dollars and Renminbi). 5% is the
sensitivity rate used in management’'s assessment of the
reasonably possible change in foreign exchange rates.
The sensitivity analysis includes only outstanding foreign
currency denominated monetary items and adjusts their
translation at the year end for a 5% change in foreign
currency rates. A positive / negative number below
indicates a decrease / an increase in loss for the year
where Hong Kong dollars and Renminbi strengthen 5%
against each group entity’s functional currency. For a 5%
weakening of Hong Kong dollars and Renminbi against
each group entity’s functional currency, there would be
an equal and opposite impact on the loss for the year.

35.

ST HR(EZ)
BERREREEERIE(E)

BEERE(E)

AEE B AT B EREIMNE BB R o AT
EREERITINERR REFEHLEE
HmERIMNERRR

SEBERIEARZINERBREBET - A
RERRTT o RIBHIE REH - BTEE
TERERZWBZERM - Ft ERE
BRE D o

TRAMNAEHERUETRARE
AESEERZDEER(ERETRA
RE)ZEXREARTH D HEE °
5% RERBEIEE TS EA G E
BOFEMRANEREL X - BURE
SMEBRBEMINEFENRENERE
B - 3 A SNEFE R B ES %Y H N F KK
BREFEHBAE - ATEE "AEEESR
REIRARBAZEEERIEEY
FHES%E FABE 2D EENE -
EETRARBAZEEERYREEY
f2fE5%  MEHFRABEBRBNREEMAR

By 488
-2

2014 2013

—E-mF —T-=F

HK$'000 HK$'000

FET FAT

Hong Kong dollars BT (14,159) (3,971)
Renminbi AR 3,933 1,684
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35.

FINANCIAL INSTRUMENTS (CONT'D)

Financial risk management objectives and policies
(CONT'D)

Currency risk (CONT'D)

Sensitivity analysis (CONT'D)

In addition, the Group is also exposed to currency risk
concerning certain amounts due from/to group entities,
which are denominated in currencies other than the
functional currency of the relevant group entities. When
Renminbi strengthens 5% against the relevant foreign
currency, loss for the year of the Group will decrease by
HK$3,875,000 (2013: HK$3,545,000) and vice versa.

In the management’s opinion, the sensitivity analysis is
unrepresentative of the inherent foreign exchange risk
as the year end exposure does not reflect the exposure
during the year.

Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to convertible notes (note 30). The management
continuously monitors interest rate exposure.

The Group has cash flow interest rate risk on floating-
rate borrowings. The Group currently does not have any
policy on cash flow hedges of interest rate risk. However,
the management monitors interest rate exposure and will
consider hedging significant interest rate risk should the
need arise.

The interest expenses on the Group’s floating-rate
borrowings are mainly linked with HIBOR.

35.

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

ST AR(EZ)
BMERREEEERKE(E)

EMRARE)

HERE S (E)

BEoh - REE TR ERTENEBEEUE
ZEEWREEENIIN E¥FHEZ A THRIER
fREBRR - & ARBEEEREINEFESY
B AEBFAEEBRD3,875,000%8 T
ZE—=4:3,545,000/87T) - RZINK °

ERERR  FHREBZARITERBRFERNZ
Bk - MERES T TR EREEINERR

eSS
7K [ B TR AR R 0 330) B R 2 28
TEEFNERR - SREEHEENF R,

G o
FA

AEBFEBEEAERSREMNETER - KN
SEB Y ERREFABREHPRSRERN
KR o A - EREGEENXRR R
ERERBERBEITEANKER

AEBIEERZHANE T EREESE
TRRFRE -
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35.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

FINANCIAL INSTRUMENTS (CONT'D)

Financial risk management objectives and policies
(CONT'D)

Interest rate risk (CONT'D)

Sensitivity analysis

The sensitivity analysis below has been determined
based on the exposure to interest rates for floating-rate
borrowings (including borrowings and bank overdrafts)
at the end of the reporting period (note 26 and 29).
The analysis is prepared assuming the amount of liability
outstanding at the end of the reporting period was
outstanding for the whole year. A 50 basis point increase
or decrease represents the management’s assessment of
the reasonably possible change in interest rates.

If interest rates had been 50 basis points higher/lower
and all other variables were held constant, the Group’s
loss for the year ended 31 March 2014 would increase/
decrease by HK$295,000 (2013: HK$380,000). This is
mainly attributable to the Group’s exposure to interest
rates on its floating-rate borrowings.

In the management’s opinion, the sensitivity analysis is
unrepresentative of the inherent interest rate risk as the
year end exposure does not reflect the exposure during
the year.

Price risk

The Group’s financial assets designated at fair value
through profit or loss and held-for-trading investments
are measured at fair value at the end of the reporting
period. Therefore, the Group is exposed to price risk. The
management manages this exposure by maintaining a
portfolio of investments with different risk profiles.
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RSN A=)
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N THRED M HIRBERREBRRZFZE
BE(REEERIRITES) 2 HF = K (K
iE26%29) MESE © %2 T THRR N &4
BRZAEEABESHERBRAFEDNTISE
B o M EE MR ADS0EEER - RREE
BHMEAReaBE 8 27T -

i ) & 42 0 R D SOE A - M ATA E At
AERERTE AIASRE#HEZ T
FZA=+—BLEFEZBEBRSEM A
4>295,000/# 7t ( =& — = 4 : 380,000/
) TEARAEEAAEIEBEREZAH
L PR -

EBERR FHRAZARIERBFR
2R MEERELINARKRE B X
B o

B

AEBZEERBATFEEFABRZER
BEMBEEECRENBERRMREZLF
BEE - Bt - AEEAAREERRR -
EREEBEFTRERZREMAEERE
B EL R o




Notes to the Consolidated Financial Statements

eV BRRME

35.

FINANCIAL INSTRUMENTS (CONT'D)

Financial risk management objectives and policies
(CONT'D)

Price risk (CONT'D)
Sensitivity analysis
The sensitivity analysis below has been determined based

on the exposure to price risk at the end of the reporting
period.

If the prices of the respective financial instruments had
been 5% higher/lower, loss for the year ended 31 March
2014 would decrease/increase by HK$24,000 (2013:
HK$53,000) as a result of the changes in fair value of
financial assets designated at fair value through profit or
loss and held-for-trading investments.

In the management’s opinion, the sensitivity analysis is
unrepresentative of the inherent price risk as the year end
exposure does not reflect the exposure during the year.

Credit risk

The Group’s maximum exposure to credit risk in the event
of the counterparties’ failure to perform their obligations
as at 31 March 2014 and 2013 in relation to each class
of recognised financial assets is the carrying amount of
those assets as stated in the consolidated statement of
financial position.

In order to minimise the credit risk, the management
has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group reviews
the recoverable amount of each individual trade debt
and other receivables at the end of the reporting period
to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the directors
of the Company consider that the Group’s credit risk is
significantly reduced.

35.

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

ST AR(EZ)
BMERREEEERKE(E)

B (E)
BRE DT

AT GURE 2 AT THAR BN 5 B R P f =
ZERERMETE

WEBSMIAZEREM HI5% A
HE-_Z-—NF=ZA=Z=+—BLFEZE
BeE L, 1EIN24,0008 T —F—=
53,000 7T) * LLTEREER/RAFEE
FFABRCeREERRBEEEZREZR
FEEZEATH -

ERERR FHAZARYERMFANLZ
Rk - BEBREIMAIRREFERRR -

FERR

WHFIR _E-—MER-_FE—=F=A=
THREBETEESECEIASREEL
B AAKEZEERRES ANERA M
BARRBERA T EERMEE -

RREEERR  EREZREENMET
EER HREEREMEERRF  BRR
W R EER o BLIN  AEBER &S R
REHE R E 5 B K E M EUKKIAZ AT
El &% - MR E S 5 E L R SR E
B8 - Btk ARBEZERE > ERERKE
AEBEERR -
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35.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

FINANCIAL INSTRUMENTS (CONT'D)

Financial risk management objectives and policies
(CONT'D)

Credit risk (CONT'D)

The credit risk on liquid funds is limited because the
counterparties are banks with high credit-ratings assigned
by international credit-rating agencies.

The Group’s concentration of credit risk by geographical
locations is mainly in North America. The trade debtors
located in North America accounted for 58% (2013:
98%) of the Group's total trade debtors as at 31 March
2014. The Group also has concentration of credit risk by
customers as 15% (2013: 24%) and 54% (2013: 60%) of
the total trade debtors was due from the Group’s largest
customer and the five largest customers, respectively. In
the opinion of the directors, all five largest customers are
customers with good reputation and creditability.

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains sufficient reserve of cash and
adequate committed line of funding from major financial
institutions to meet its liquidity requirement in the short
and long term. The Group finances its working capital
requirements through a combination of funds generated
from operations and borrowings. The management
monitors the utilisation of borrowings and ensures

compliance with loan covenants.

The following table details the Group’s remaining
contractual maturity for its financial liabilities. For non-
derivative financial liabilities, the table has been drawn
up based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the Group
can be required to pay. The table includes both interest
and principal cash flows.
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

35. FINANCIAL INSTRUMENTS (CONT'D) 35. €RITRA(&Z)
Financial risk management objectives and policies HERREEREREE(Z)
(CONT'D)
Liquidity risk (CONT'D) REBESRR(E)
Liquidity and interest risk tables HEEERFIE AR
Repayable
on demand Total
Effective and less than 1-3 3 months undiscounted Carrying
interest rate 1 month months to 1 year cash flows amounts
SR1EA RAERRE
BRA= BE 1238 3MEREE REAR REE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER
2014 —3-mF
Creditors and other payables JEIRIE R A BT 500B - 36,959 3,870 13,497 54,326 54,326
Amount due to a shareholder IR TE - 12,000 - - 12,000 12,000
Borrowings EE 5.6 68,135 638 41 68,814 68,805
Bank overdrafts RITEY 5.9 1,969 - - 1,969 1,969
119,063 4,508 13,538 137,109 137,100
2013 —B-=f
Creditors and other payables JENERIA R E M ER A - 23,455 6,769 16,232 46,456 46,456
Borrowings EgE - 91,135 - - 91,135 91,135
Convertible notes MHRRE 1.8 - - 36,300 36,300 33,453
114,590 6,769 52,532 173,891 171,044
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35.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

FINANCIAL INSTRUMENTS (CONT'D)

Financial risk management objectives and policies
(CONT'D)

Liquidity risk (CONT'D)

Bank borrowings with a repayment on demand clause
are included in the “on demand or less than 1 month”
time band in the above maturity analysis. As at 31 March
2014, the aggregate undiscounted principal amounts of
these bank loans amounted to HK$68,135,000 (2013:
HK$91,135,000). Taking into account the Group’s
financial position, the directors of the Company do not
believe that it is probable that the banks will exercise
their discretionary rights to demand immediate repayment.
The directors of the Company believe that such bank
loans will be repaid within one year after the end of
the reporting period in accordance with the scheduled
repayment dates set out in the loan agreements and the
aggregate principal and interest cash outflows according
to the scheduled repayment dates are set out as follows:

35.

ST AR(EZ)
BERREREEERIE(E)

REBESRR(E)

BEAEREKETIER ZRITEEF A LXE
MAWMMRER R DR —@EAEE ] ZRHE
BEARN - RZTE—WF=A=+—0 " %F
RITEFR KRR A& £ % 568,135,0008
(=T — =% :91,135,000/8 7T ) - &%
BAEE BN - RARERMBERTT
S EITHRHEEZRIBEERARER - A2
RIEFERAZSRTEFBSREBEESR =
Fr&E Rt EIE R B IR RS iR R 18 —F
NEE  MBEFEERARNERSBER
FERSTLHEIET

Weighted Repayable
average  on demand Total
interest and less than 13 3 months undiscounted Carrying
rate 1 month months to 1 year cash flows amounts
RERR
Si{ER AERRE
il R bk EE 12384 MEREIF RELH RHE
% HK$"000 HK$’000 HK$’000 HK$'000 HK$'000
TEn TEn TEn TEn TEn
Bank Borrowings RITHE
At 31 March 2014 RZE-MFE=A=+—-H 3.8% 42,000 15,505 11,183 68,688 68,135
At 31 March 2013 RZE-=F=A=+—-H 3.7% 50,058 33,451 8,143 91,652 91,135
Fair value measurements of financial instruments SRMIAZAFEENE

This note provides information about how the Group
determines fair values of various financial assets.
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

EWMIAE)
BRERHERZATHENRZSEES
REEZATEE

AEBZHDEMEENSREHH KRR
FEEFE - TREHREEZSEMEEL
NFEEEESECLERMAZEERM
RBARIR) 2B -

35. FINANCIAL INSTRUMENTS (CONT'D) 35.

Fair value of the Group’s financial assets that are
measured at fair value on a recurring basis

Some of the Group’s financial assets are measured at fair
value at the end of each reporting period. The following
table gives information about how the fair values of
these financial assets are determined (in particular, the
valuation technique(s) and inputs used).

Relationship of

REFRECHTE
THEE

REBEN LT RAES
— 308,000 7T

Valuation Significant  unobservable
Fair values as at Fair value technique(s) and  Unobservable inputs to
Financial assets 31 March 2014 hierarchy key inputs input(s) fair value
TUERH
WZE-MEZA=+-H2 AVEE HERAIR EXTABEE PN 61
TREE NYEE £8 ELPN BABE OTEECHE
(1) Non-derivative financial assets Listed equity securities in Level 1 Quoted bid prices N/A N/A
classified as investments held for ~ Hong Kong - HK$167,000 in active market
trading in the consolidated Listed equity securities outside
statement of financial position Hong Kong - HK$308,000
REERBRARRNGE REE LT ZRAES - 167,0008T £—& ERTSHMBREAE TER TER
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35.

36.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

FINANCIAL INSTRUMENTS (CONT'D)

Fair value measurements recognised in the

consolidated statement of financial position

35.

ST HR(EZ)
REARBRREE RE AT EAEHE

At 31 March 2014
R-ZZE-—NE=A=+—H

Level 1 Level 2 Total
E— - st
HK$'000 HK$'000 HK$'000
FET FExT FERT
Investments held for trading BIEEEZIRE 475 - 475
At 31 March 2013
R-E—=F=A=+—H
Level 1 Level 2 Total
F—R EZH et
HK$'000 HK$'000 HK$'000
FHET FHT FHET
Investments held for trading BIEEEZIRE 1,043 - 1,043
Financial assets designated at fair BEBEAFEEA
value through profit or loss BRzemEE - 25 25
1,043 25 1,068

There were no transfers between Level 1 and 2 fair value
measurements in 2014 and 2013.

DISPOSAL OF A SUBSIDIARY

On 11 July 2013, the Group entered into an agreement
with an independent third party for the sale of its entire
interest in Success Base Industries Limited (“Success
Base”), a wholly-owned subsidiary of the Group which
was engaged in manufacturing and selling of plastic
products, at a cash consideration of HK$440,000. The
net asset value of Success Base at 11 July 2013 was
nil and therefore resulted in a gain on disposal of

HK$440,000 recognised in profit or loss during the year.
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For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

37. CAPITAL COMMITMENTS 37. BEXREIE
2014 2013
ZE-mE =%
HK$'000 HK$'000
FET FHET
Capital expenditure in respect of MEEYE  BMELREBEED
acquisition of property, plant BREGEVHREBHE
and equipment contracted for BEARFAX
but not provided in the
consolidated financial statements 201 453
38. OPERATING LEASE COMMITMENTS 38. WEMHOERE
As lessee EREBAA
At the end of the reporting period, the Group had R|ERER - AEEREBRT I EE 2B &
commitments for future minimum lease payments under TEEELHEOER T I IR 2 R KA
non-cancellable operating leases in respect of rented EESAENT -
premises as follows:
2014 2013

—E-mFE =—ZZ=—=F
HK$'000 HK$'000

FET FHET
Within one year —F R 4,811 4,607
In the second to fifth years inclusive FCEETE(EEMERELEA) 16,498 16,140
Over five years BEARF 5,794 9,201

27,103 29,948
Operating lease payments represent rentals payable by CERHNNFERNEEBCRRERBEIE
the Group for its office and warehouses. Leases are HE® -  HOKEREEEA—ERF(Z
negotiated for terms ranging from one to six years (2013: T—=F: —Z+LF)TEF MHESRHELH
one to seven years) and rentals are fixed over the lease HREEFER °
terms.
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38.

39.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

OPERATING LEASE COMMITMENTS
(CONT'D)

As lessor

At the end of the reporting period, the Group had
contracted with tenants for future minimum lease

38. REHLNRE(E)

ERHEA

RBERBR - BREAEERBERIT 2T
ARG E AL - XTI IR R ER 2 KRR

payments under non-cancellable operating leases which =EBLHOT
fall due as follows:

2014 2013
—E-mE —F=F
HK$'000 HK$'000
FExT FHET
Within one year —F R 16,983 9,600
In the second to fifth years inclusive E_EFENF(HEMERELEAN) 31,697 26,706
Over five years BiBRF 12,759 16,676
61,439 52,982

These properties have committed tenants for terms
ranging from one to eight years (2013: one to nine
years).

PLEDGE OF ASSETS

At the end of the reporting period, the Group pledged
certain assets with the following carrying values to secure
the general credit facilities granted to the Group and the

margin accounts with securities brokers:

HEWMEAPENEARBR—ENFTE
(ZF—=%: —EN%)-

39. EEAM
RIS MRR - AEBERE T AEERR
E-REEBERESGLERESAZE
R REEEZROEMT -

2014 2013
—E-mOF —E-=F
HK$'000 HK$'000

FEx FHET
Investment properties KB 228,400 231,900
Leasehold properties HEMZE 6,323 6,462
Deposits with securities brokers BENERARIE
as included in debtors, Ze REMNRIEFRZ
deposits and prepayments BAEL 2R E 50 129
Investments held for trading BIEEEZIRE 54 29
Bank balances RITHET 1,077 -
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40.

41.

RETIREMENT BENEFITS SCHEME

The Group principally operates defined contribution
retirement schemes for all qualifying employees, including
directors. The assets of the schemes are held separately
from those of the Group in funds under the control of
independent trustees.

The Group participates in the MPF Scheme implemented
by the Hong Kong Government for all qualifying
employees in Hong Kong. The assets of the scheme are
held separately from those of the Group in funds under
the control of trustee. The Group contributes 5% of
relevant payroll costs to the scheme, limit to HK$1,250
per month (2013: HK$14,500 per annum) per staff.

The employees employed in the PRC subsidiaries are
members of the state-managed retirement benefits
schemes operated by the PRC government. The PRC
subsidiaries are required to contribute a certain
percentage of their basic payroll to the retirement
benefits schemes to fund the benefits. The only obligation
of the Group with respect to the retirement benefits
schemes is to make the required contributions under the
schemes.

RELATED PARTY TRANSACTIONS

The Group entered into the following related party
transactions.

(a) During the year, the Group paid salaries and other
short term employee benefits of HK$771,000
(2013: HK$1,506,000) to certain close family
members of Mr. Lau Sak Hong, Philip, a director
and a substantial shareholder of the Company, as
employees of the Group.

(b) Compensation of key management personnel
Details of the remuneration of key management
personnel, who are the directors, during the year
are set out in note 10.

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

40. RKAEREHE

41.

AEBETERMAERERER(BRES)
RILTEBERFENGE - ZEFH 2EER
AEBZEENHARE  UBBILIZFEAN
EeHATE -

AEEREALBCEREEBL2HF BN
HITzRESE - RESHEC2EENR
REBCEEDHRBEE  BAXTANESR
FREE - AEBRFEMELE CHERAEE
BFERAZ5%  SMNEITGAHKER
B1,2508 (T —=F : §F14,500/8
JT) e

XERTEMBARZEERTERAERE
ZBEERRBNEE 2K E - ZE T BB
RAAREATEET A LRRRRENG
BES MK NEEE B RRNKENE
ZBERRNIZZ ST I PraR E HaR B 1F
K o

BEEALRS
AEETIATHEEALRS ©

(a) HFR AEERARAESHEEE
REBGELELZOBRRERE
EAASEREMAKS SN ZH
Bl K2 o Ath 52 B (B B #4871 /771,000
JTL(ZZFE—=4 :1,506,00087T) °

(b) FEEBABZEHMH
FR TEETBAE  HEFZH
EFREBENMEIO -
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42,

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

PRINCIPAL SUBSIDIARIES

General information of subsidiaries

42,

Details of the Company’'s principal subsidiaries are as

follows:

Place of
incorporation
or registration/

Nominal value of
issued ordinary
share capital/

TEMBAFE
HEA Tz —REH
AR ZEBHBRDEELDT ¢

Attributable
equity interest

Name of subsidiary operations registered capital to the Group Principal activities
BRI BRTEER REEER
WEARAR /g%t RE/AMEREE hags TEEH
2014 2013
“F-mF ZF-=F
ACME Delight Limited Hong Kong HK$2 100% 100%  Investment holding
HRERLA B 2B REZR

Cosmo Communications
Corporation (“Cosmo”)

Dual Success Holdings Limited

Harvest Way Holdings Limited

Korrigan Industrial Holdings
Limited
BNBEEERLA

Master Light Enterprises
Limited
BECEARAT

Merrygain Holding Company
Limited ("Merrygain”)
PHLEERRAILH])

Nice States Investment
Limited

United States of
America/Canada

X8/ Mex

British Virgin Islands
ERERRES

British Virgin Islands
RBEARES

Hong Kong

R

Hong Kong

EE

Hong Kong

B

Hong Kong

B
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US$1,571,000

1,571,000% 7T

Us$1
[E

Us$1
(E3

HK$25,000,000

25,000,000/

HK$2

BT

HK$5,000,000

5,000,000 7T

HK$2

1B

93.8% 93.8%  Trading in electrical appliances
and investment holding

EREMBEHRRERR

100% 100%  Investment holding
REZR
100% 100%  Investment holding
RERR
100% 100% Investment holding
AR
100% 100%  Investment holding
RAER
96% 96%  Property investment
NERE
100% 100%  Property investment

VESE




Notes to the Consolidated Financial Statements
RE MR E
For the year ended 31 March 2014
BE-ZT-—ME=A=+—HIFE
42. PRINCIPAL SUBSIDIARIES (CONT'D) 42. X EMBLT(E)
General information of subsidiaries (CONT'D) MELARZ—RER (&)
Place of Nominal value of
incorporation issued ordinary Attributable
or registration/ share capital/ equity interest
Name of subsidiary operations registered capital to the Group Principal activities
B BRTEER REEEE
WEARER B/ &% BA/HEMEREE Rz TERK
2014 2013
“E-mE —E-=F
Niceday Limited Hong Kong HK$2 100% 100%  Investment holding
XBERRA A 2B REER
Noble Win Limited Hong Kong HK$2 100% 100%  Property investment
BRERRA B 2T NERE
SIH Limited British Virgin HK$10,000 100% 100%  Investment holding
Islands
EEAARES 10,000/87C RERR
Star Fair Electronics Company Hong Kong HK$ 15,090,000 100% 100%  Trading in electronic
Limited products
ERETARAT X 15,090,000 7T EFEMES
Star Light Electronics Hong Kong HK$13,000,000 100% 100%  Trading in electronic
Company Limited products and property
investment
AREFERAH BE 13,000,000/ 7T ETERESIRNERE
Starleaf Development Limited Hong Kong HK$2 100% 100%  Investment holding
EEERARAT B 2B REZR
Starlight Exports Limited Hong Kong HK$2 100% 100%  Trading in electronic products
FREEOBERAR B QAT EfERES
Starlight Industrial Holdings Hong Kong HK$73,920,192 100% 100%  Investment holding
Limited
HAEERRAF £ 73,920,192 RERER
Starlight Manufacturers Jersey/PRC HK$100,000 100% 100%  Merchandising of materials
Limited
BEE/ME 100,000 70 HEMH
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HEZZT—NFE=A=1+—HIFZ

42.

General information of subsidiaries (CONT'D)

Place of
incorporation
or registration/

PRINCIPAL SUBSIDIARIES (CONT'D)

Nominal value of
issued ordinary
share capital/

42,

TEMEAR(E)
AT 2 — R ()

Attributable
equity interest

164  Starlight International Holdings Limited Annual Report 2014

Name of subsidiary operations registered capital to the Group Principal activities
A BEATEER REEER
WEAREHE B/ g% RA/EMEREE Jies: TEEH
2014 2013
“E-pE  —T-=%
Starlight Marketing Hong Kong HK$2 100% 100%  Trading and marketing of
Development Limited electronic products
AETEREERAR i 2T ETERESREHR
Starlight Marketing Limited Hong Kong HKS$2 100% 100%  Securities trading and
trading in electronic
products
AR REERAT &k BT EFEERETERES
Starlight R&D Limited Hong Kong HK$10,000 100% 100%  Material sourcing and
trading in electronic
products and
components
FEMAERAE B 10,0007 NERER
EFERRIGES
Starlight Video Limited Hong Kong HK$4 100% 100%  Provision of nominee
services for group
companies and trading
of electronic products
FEZEERAR £k 4% REERTRMERE
REEEFERED
Starlite Consumer Electronics United States Us$20 100% 100%  Trading in electronic
(USA) Inc. of America products
XH 20ETT EfEmEH
Starlight Electronics USA Inc. United States US$10,000 100% 100%  Trading in electronic
of America products
£ 10,000% 7T EfERES
Success Base*** Hong Kong HK$4,000,000 - 100%  Manufacture and sale of
plastic products
BHER B 4,000,000/ 7T BRENRERHE
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42.

PRINCIPAL SUBSIDIARIES (CONT'D)

General information of subsidiaries (CONT'D)

Place of
incorporation
or registration/

Nominal value of
issued ordinary
share capital/

42,

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

TEMEMAR (&)
HEA R 2 — AR ()

Attributable
equity interest

Name of subsidiary operations registered capital to the Group Principal activities
Bl BEATEER REBELR
MEBLAER /g% R/ GREREE R TEXK
2014 2013
—E-mE  —T-=F
The Singing Machine United States US$380,706 51.54% 51.60%  Trading in consumer
Company, Inc. ("SMC")** of America karaoke audio
equipment
and electronic
products
£S5 380,706 7T BEFRHOKEERE
RETERES
Top Spring Technology British Virgin Us$1 100% 100% Investment holding
Limited Islands
HERBARES (B REBR
Starfair Manufacturing (Panyu) PRC* HK$43,300,000 100% 100%  Manufacture and sale of
Company Limited electronic products
and property
investment
BENEBETHEBRAF Gl 43,300,000/ ¢ ETEMRERHAE
ROERE
Panyu Success Base Plastic PRC* HK$20,000,000 100% 100%  Manufacture and sale of
Company Limited plastic products
EREFZEHRARAR e 20,000,000 7 PRERREREE
* These subsidiaries are PRC wholly foreign owned * FZEWB LR ATRIIGBEBERE -
enterprises.
**  The common stock of SMC is quoted on the Over- ** SMCZEBEBREXBESBINZ S EE
the-Counter Bulletin Board in the United States of RRME -
America.
—_—

***  The subsidiary was disposed during the year.

ZEMBRARENFALE °
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42,

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

PRINCIPAL SUBSIDIARIES (CONT'D)

General information of subsidiaries (CONT'D)

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

Other than SIH Limited, Dual Success Holdings Limited
and Harvest Way Holdings Limited which are held directly
by the Company, all other subsidiaries are held indirectly
by the Company. None of the subsidiaries had any loan
capital outstanding at the end of the year or at any time
during the year.

Information about the composition of the Group at the
end of the reporting period is as follows:

42,

Place of

incorporation and

TENBAR (A
AT 2 — R ()

BEERRLERMAINARRME AR GEARF
BZRBEREENTE  ABKAEEEE
FEXERD  c EERRUBEHEGHER
AZFE  BLEHNBRITE -

BRSIH Limited * Dual Success Holdings
Limited &zHarvest Way Holdings Limited &
RARBEEFEIN  MEHMHMERRIEA
RARREERE - RAFRIARFE NI
KE HENBEAREEMNAEEERA
AN o

77

RBEMER - AEAREEBKNE R

-

Number of wholly-
owned subsidiaries

Principal activity operations As at 31 March
TEMBEARHE
FTEXEWR MR R B R=B=+—H
2014 2013
—E-mFE —ZT—=F
Material sourcing and trading in Hong Kong 1 1
electronic products and components i
MERERETFERRBHEES
Merchandising of materials Jersey/PRC 1 1
SHEME BES,/HE
Manufacturing and sale of electronic products and PRC 1 1
property investment AR
BFEmBENMEEARYERE
Trading in electronic products Hong Kong 4 4
ETEMN &
United States of America 2 2
EqE
Property investment Hong Kong 2 2
MERE 0
Trading in electronic products and property investment Hong Kong 1 1
EFERESHNYERE o
Securities trading and trading in electronic products Hong Kong 1 1
FEHEERETFEMRES BE
Manufacturing and sale of plastic products PRC 1 1
BREREENEE aile
Hong Kong - 1
HE
14 15

166 Starlight International Holdings Limited Annual Report 2014




Notes to the Consolidated Financial Statements

eV BRRME

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

42. PRINCIPAL SUBSIDIARIES (CONT'D) 42. X EMBLT(E)
Details of non-wholly owned subsidiaries that have BEEARFEREZRIZEREWNB AR Z
material non-controlling interests 15
The table below shows details of non-wholly owned TREVEAEBEEE AFIERERIEEE
subsidiaries of the Group that have material non- BEMB AR Z S

controlling interests:

Place of Number of non-wholly-
incorporation and owned subsidiaries
Principal activity operations As at 31 March
SR AR S R F2EMBLARHEE
EFREHR S R=BA=+—8
2014 2013

—E-NEFE —ZZT—=%F

Trading in consumer karaoke audio and United States of America/ 5 5
equipment and electronic products Macau/British Virgin
Islands
HERUOKEZRRELEFERES xB,8P,
REBER RS
Trading in electrical appliances United States of America/ 4 4
Canada/Hong Kong
EHREME D X/ MEX/EE
Property investment Hong Kong 1 1
MERE 50
10 10
Other subsidiaries not disclosed above are either EXRTRENEGHBARRKREZERA
investment holding companies or inactive during both AP MEEEANTEFREEBLOAA -
years.
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42,

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

PRINCIPAL SUBSIDIARIES (CONT'D)

42,

Details of non-wholly owned subsidiaries that have

material non-controlling interests (CONT'D)

The table below provides details of non-wholly owned
subsidiaries of the Group that have material non-

controlling interests:

TEMEAR(A)
BHEAFRRERFSERAHBAR 2
BAE(#)

TR AEREREE R ERIEE
BEMBLRZFFE

Proportion of ownership

interests and voting rights
held by non-controlling

Accumulated

Profit (loss) allocated to non-controlling

Place of incorporation and principal interests non-controlling interests interests
Name of subsidiary place of business As at 31 March Year ended 31 March As at 31 March
FERERRENME AREFEREEN Zit
EMETBER BREERRZELD aH(58) FHERER
MEAREE TEERNY R=A=1-H BEZR=t-HL%E R=A=+-A
2014 2013 2014 2013 2014 2013
“$-mF “$-2F ZF-BE S$-2F CE-BF C3IF
HK$'000 HK$'000  HK$'000 HK$'000
TER TER TiEx TEL
SMC and its subsidiaries (Note a) United States of America/Macau/
British Virgin Islands 48.46% 48.40% 4,699 11,579 17,232 11,875
SMCRERER A (Rizra) *8/20/LRERRES
Cosmo and its subsidiaries (Note b) United States of America/Canada/
Hong Kong 6.20% 6.20% (980) (621) (2,932) (2,201)
Cosmo R HLFi &2 7] (FizED) X8/ Mex/E4
Merrygain Hong Kong 4.00% 4.00% (47) 484 1,926 1,973
) 5
Individually immaterial
subsidiary with
non-controlling interests 184 184
EEFERER
BRFEZHEAT
16,410 11,831
Notes: MisE -

(a) The subsidiaries of SMC are all wholly-owned

during both years.

(b) The subsidiaries of Cosmo are all wholly-owned

during both years.
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42,

For the year ended 31 March 2014
BE-_Z-—WNF=A=+—HIFE

PRINCIPAL SUBSIDIARIES (CONT'D) 42. TEMBEAR(E)
Details of non-wholly owned subsidiaries that have BEEARFEREZRIZEREWNB AR Z
material non-controlling interests (CONT'D) HE(E)
Summarised financial information in respect of the TXEHINAEEERSEAEERERMNB A
Group’s subsidiaries that have material non-controlling Al BERBEE o T XET 808 15 E R
interests is set out below. The summarised financial EREUEREBERIZAIZ 2 ©
information below represents amounts before elimination
of intragroup transactions.
SMC SMC
2014 2013
ZE-NFE =%
HK$'000 HK$'000
FHExT FET
Non-current assets ERBEE 23,084 16,148
Current assets MENE E 71,017 51,782
Current liabilities e A& (65,167) (48,122)
Non-current liabilities ERBAE - (298)
Equity e 28,934 19,510
Revenue g A 244,761 273,225
Other income and expenses H s K (235,064)  (249,217)
Profit and total comprehensive income for R4 [EZiiF| &
the year THK AR 9,697 24,008
Net cash (outflow) inflow from KL EEIR S
operating activities O mAFER (1,101) 13,115
Net cash outflow from investing activities KEEHE SR F5E (1,077) (2,308)
Net cash outflow from financing activities B EEE SR L ESE (153) -
Net (decrease) increase in cash and cash B NIREESEER
equivalents OB ) 18 5 58 (2,331) 10,807

—E-NEER FAEBEBERAIE 169




e B RS R AR Y R

Notes to the Consolidated Financial Statements

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

42. PRINCIPAL SUBSIDIARIES (CONT'D) 42. TEMBEAR(E)
Details of non-wholly owned subsidiaries that have BEERFEREZIZERENBLARZ
material non-controlling interests (CONT'D) HE(E)
Cosmo Cosmo

2014 2013

—EF-mE —F=F

HK$’000 HK$'000

FET THET

Non-current assets ERBEE 68 65

Current assets mBEE 47,281 42,831

Current liabilities wRBEE (100,768) (84,525)

Non-current liabilities ERBEE - -

Deficiency in equity Rz EAL (53,419) (41,629)

Revenue I@N 84,792 113,659

Other income and expenses H iz ks (100,598)  (123,690)
Loss and total comprehensive expense for AFEEBER

the year 2HEMS A% (15,806) (10,031)

Net cash outflow from operating activities &L FEHIR & m I FEE (138) (407)

Net cash outflow from investing activities KEEHE ML FE - -

Net cash outflow from financing activities MEEEIR SR LT (313) (523)

Net decrease in cash and cash equivalents R4 RIS ZEER R FEE (451) (930)
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For the year ended 31 March 2014
HE_Z-ME=A=+—HAIFE

42. PRINCIPAL SUBSIDIARIES (CONT'D) 42. TEMBEAR(E)
Details of non-wholly owned subsidiaries that have BEEARFEREZRIZEREWNB AR Z
material non-controlling interests (CONT'D) HE(E)
Merrygain wE
2014 2013

—E-mOF —T-=F
HK$'000 HK$'000

FET TET
Non-current assets ERBEE 48,602 49,502
Current assets mEEE 283 182
Current liabilities mBEE (771) (404)
Non-current liabilities EREEE (146) (146)
Equity W 47,968 49,134
Revenue WA 1,020 922
Other income and expenses H s K s (2,186) 11,188
(Loss) profit and total comprehensive AFEE(EBBR)EMNE2E(FAX)

(expense) income for the year Wz 4858 (1,166) 12,110
Net cash outflow from operating activities &L F&HIHR & mH F58 (183) (103)
Net cash inflow (outflow) from HEEHHR

investing activities A CRH ) F88 33 (39)
Net cash inflow (outflow) from REEHRE

financing activities AR ) F58 300 (36)
Net increase (decrease) in cash and Be MRS EEEE

cash equivalents MOk ) FE 150 (178)
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43.

For the year ended 31 March 2014
HEZZT—NFE=A=1+—HIFZ

EVENTS AFTER THE REPORTING
PERIOD

On 30 January 2014, certain shareholders of the
Company entered into a sale and purchase agreement
(as supplemented by a supplemental agreement dated
21 March 2014 and the second supplemental agreement
dated 19 May 2014) to dispose of an aggregate of
1,076,758,361 shares in the Company to Achieve Prosper
Capital Limited (the “Purchaser”), an independent third
party (the “Sale and Purchase”). On the same date, the
Company entered into a subscription agreement (the
“CB Subscription Agreement”) with the Purchaser in
relation to the subscription of the convertible bonds in
the principal amount of HK$75,000,000 due three years
from the date of issue to be issued by the Company (the
"CB Subscription”). As part of the above transactions,
the Company will undergo a group restructuring
pursuant to which (i) the subsidiaries which are engaged
in manufacture and sale of electronic products such
as television sets, audio products and components
will be transferred to a holding company deployed by
the administrators for realisation for the benefit of
the creditors of the Company who are subject to the
creditors’ scheme when the creditors’ scheme has become
effective (the "Disposal”), (ii) the subsidiaries which
are engaged in property investment and sale of certain
models of electronic products will be distributed in specie
to the shareholders of the Company (the “Distribution In
Specie”), and (iii) the subsidiaries which are engaged in
sale of electronic products such as karaoke, audio, video,
musical instrument and clocks will retain in the Group.
The CB Subscription, the Disposal and the Distribution In
Specie are approved by the shareholders of the Company
at the adjourned special general meeting on 19 June
2014. The Sale and Purchase and the Distribution In
Specie are completed on 26 June 2014 while the Disposal
and the CB Subscription have not yet been completed
on the date of approval of these consolidated financial
statements, subject to the creditors’ scheme becomes
effective and the closure of the unconditional mandatory
cash general offer (the “Offer”) made by the Purchaser
to the shareholders and optionholders of the Company,
respectively. More details of the group restructuring are
set out in the circular of the Company dated 24 May
2014 and the composite document of the Company dated
30 June 2014.
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43.

BEHRER

RZZE—NF—A=+H ARaEEFER
FIN—HMEERR(KBRA-T—MF=
AZ+—BH#xmhEkBHFA-_ZT—N
FRATNBAME-_GHETHHEBT) + U
M—RBUB=HELEARABRAAE
B HERDAE H£1,076,758,361 % i%
WIEEEE]) - RAA - ARAGHE F5
REARAFEITHNAEE /75,000,000
BITEBRTHR = FEH TR E
H(AITRREHFRE DI L —HRERZE
([FT]mBRESFRERZ] - ERLIRS
=8 ARRAGEITEEEME - B -
(WEETFTER(MERL - RIEERRA
FIEEREEZHBARBEREEHER
ABEZER RG] WEBARREEA
(EREEAGTEERGZEREATER
RIZzHz=(THERE]D  (NVEEMERE
REEETETFEMELN ZMBARIKLRE
MARERRAZBRE(TEDHIR]) - &
(M EESFERMNFROK - RIBER -
REER LRRFE)HEZMNBARR
RAEERS - JRREFRE - HEFE
NEYDIRERRBIRERAR_E—MF A
THhAZBREAMASES LitE - BEES
BREYHSRAR-_Z—NFNA-+AB%
K M EEERTRRESZBNRBZ
LRAVBHRER AW RTENX - BAHRIFEE
NG EI R B 5 A AN A A IR R B AR e
FAEARDANEEERGIMRe 2 mBEE
F(TWEEZDBEILEZ%  FAITEK -8
AEEEAsELHBRAINAAR AR
ZE-NFRAZTHEBZBERBRAS
T-MFERA=THZEEXHR -




FIVE-YEAR FINANCIAL SUMMARY
LFEMBEHME

FIVE-YEAR FINANCIAL SUMMARY EENBHRE
Year ended 31 March
BE=A=1+-RALFE
2010 2011 2012 2013 2014
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
—2-%F —T——% ZT-—-F ZT-=-F ZE-OF
FTiET TR FTAET FTiET TET
RESULTS ES
Turnover BEE 738,262 637,633 631,830 515,408 366,953
Loss before taxation BRI AIE R (75,712)  (43,074) (183,085)  (65,776) (199,046)
Tax credit (charge) HmEEe () 195 (840)  (10,434) 7,389 9,682
Loss for the year AEERE (75,517)  (43,914) (193,519)  (58,387) (189,364)
Attributable to: THALEL
Owners of the Company N/NGIEZ DN (65,827)  (41,216) (194,862)  (69,829) (193,036)
Non-controlling interests FERER (9,690) (2,698) 1,343 11,442 3,672
(75,517)  (43,914) (193,519)  (58,387) (189,364)
At 31 March
R=A=+-H
2010 2011 2012 2013 2014
HK$'000  HK$'000  HK$'000  HK$ 000  HK$'000
—E-%F —T——% ZT--F —T-=-F ZE-DIOF
FAEL FiEL FiET FiEL TET
ASSETS AND LIABILITIES EEHEE
Total assets EEHRE 987,725 1,082,652 834,188 685,728 530,375
Total liabilities BERE 369,344 409,159 316,356 201,004 192,249
618,381 673,493 517,832 484,724 338,126
Equity attributable to owners N/NCIEZ DN
of the Company fE{E S 616,998 674,683 517,543 472,893 321,716
Non-controlling interests IR 1,383 (1,190) 289 11,831 16,410
618,381 673,493 517,832 484,724 338,126
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BEARDRAMHBERRER ZE R

Information about the statement of financial position of the Company

RBEHER - AERRRF BN RER Z AR

at the end of reporting period includes: T
2014 2013
—E-NF —F-=F
HK$'000 HK$'000
FET FHET
Unlisted investments in subsidiaries R BAR ZIELEMTE 72,184 72,184
Amounts due from subsidiaries NGRS 266,231 632,036
Bank balances RITHETT 2,018 199
Other current assets Bt REEE 41 41
Total assets BEBE 340,474 704,460
Accrued charges JEET & A 12,590 960
Amounts due to subsidiaries JFEAHBT B A B3R 24,595 185,639
Convertible notes AR E i - 33,453
Net assets BEFE 303,289 484,408
Share capital [N 201,343 162,731
Reserves (note) (M sE) 101,946 321,677
Total equity R 303,289 484,408
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BRARQAMBREER 2EFR

Note:

Movements of the Company’s reserves during the current and the prior

years are as follows:

B

R

ARBREERAFRBEFREZ2EZHNT ¢

Share Convertible Capital
Share Share option notes redemption Contributed ~ Accumulated
capital premium reserve reserve reserve surplus losses Total
EhE T8k E1ER
e st fif SEER &% EDNE 2irfE #
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK'000 HKS'000 HKS'000
THL Tt Tkt Tkt Tikn Thn THL Tt
As 1 April 2012 WZF-ZEMA-R 149,571 132,582 3,936 - 292,448 75,263 (175,302) 478,498
Loss and other comprehensive  FEFFRREMIATR
expense for the year - - - - - - (19,178) (19,178)
149,571 132,582 3,936 - 292,448 75,063 (194,480) 459,320
Recognition of equity TARSEERTA
component of convertiole notes - - - 5,560 - - - 5,50
Issue of shares upon exercise of  EREETHEEEARN
share options 13,160 5113 (191) - - - - 14,282
Recognition of equitysettled  BZMNEREE
share-hased payments DS UPAES - - 5,186 - - - - 5,286
At 31 March 2013 H-F-ZFzZf=t-A 162,731 137,855 5031 5,560 292,448 75,063 (194,480) 484,408
Loss and other KEEBER
compreensive expense ERAERS
for the year - - - - - - (222,619) (222,619)
162,731 137,855 5,031 5,560 292,448 75,263 (417,099) 261,789
Issue of share upon exercise HRERE
of convertible notes FRERA 34,904 6,956 - (5,560) - - - 36,300
lste of shares upon EhigghiEs
exercise of share options Bk 3,708 201 (1,120) - - - - 4,660
Recognition of equitysettled  BZNERLE
share-based payments WRAE 23 - - 8 - - - - 8
Forfeiture of unclaimed dividends R4 % %52 %5 - - - - - - 458 458
At 31 March 2014 HoE-mE=Zf=t-A 201,343 146,883 3,993 - 292,448 75,263 (416,641) 303,289
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SUMMARY OF INVESTMENT PROPERTIES

REVMFHE

Attributable

Gross floor interest
Investment properties area (sq. ft.) Nature to the Group
held for rental purposes EEHERE of property rEE Category of lease
BIERBEES AR 2 RED ¥ (FFFR) MEME FEfL R B8
18th Floor 12,079 Industrial 100% Long leases
Shing Dao Industrial Building I R EATE A
No. 232 Aberdeen Main Road
Aberdeen
Hong Kong
EBBEBHEBFRE2329%
WA TR AE181&
16th Floor 12,079 Industrial 100% Long leases
Shing Dao Industrial Building I% RERTE A
No. 232 Aberdeen Main Road
Aberdeen
Hong Kong
ERBBHE BT RE2325
AT HARNE 1612
14th Floor 13,974 Industrial 100% Long leases
Shing Dao Industrial Building I RERTA A
No. 232 Aberdeen Main Road
Aberdeen
Hong Kong
EREBHTBIFRNE2329
AT ERNE 1448
12th Floor 13,974 Industrial 96 % Long leases
Shing Dao Industrial Building T REAMEAY
No. 232 Aberdeen Main Road
Aberdeen
Hong Kong
ERBEBBHE BT RE2325
AT HERE 1218
6th Floor 13,974 Industrial 100% Long leases
Shing Dao Industrial Building I REAE A
NO. 232 Aberdeen Main Road
Aberdeen
Hong Kong
ERBBHEBF RE2325
AT ¥ K Eo6E
FREEMNTESEAEE 179,291 Industrial 100% Long leases
R A ENER 1R I% RERTAA
PR EMNTESA B LR 66,852 Commercial 100% Long leases
R FF R EHER EES REATHAY
FEEMTESAEHER LT 3,162 Residential 100% Long leases
BT RE 2 B R b — BE506 2508 F = REFTE L
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