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We, KTL International Holdings Group Limited (“KTL” or the “Company”
and its subsidiaries (together referred as “the Group”)), are one of the top
fine jewellery providers in Hong Kong which focus on export business.

Being an integrated fine jewellery provider and an original design
manufacturer with a long operating history in Hong Kong, we are primarily
engaged in designing, manufacturing and exporting fine jewelleries to
jewellery wholesalers and retailers mainly in Russia, the Americas, other
European countries and increasingly so in recent years, in the People’s

Republic of China (“PRC”) and the Middle East.

We offer a wide range of fine jewellery products in karat gold, including
bracelets, bangles, brooches, earrings, pendants, rings, necklaces, cufflinks
and anklets, that are generally targeted at the mass to middle segment of the
fine jewellery market.

We started with establishing our business network in traditional fine
jewellery markets in the United States and Italy, and have maintained a
stable relationship with customers in these jurisdictions since then. Our
co-founders Mr. Kei York Pang Victor and Mr. Li Man Chun also foresaw
the golden opportunities presented by the emerging markets. In this regard,
we made a strategic move and ventured into the Russian market in 2006. To
date, our geographical coverage has continued to expand and covered
customers around the globe. For the year ended 31 March 2016, our five
largest customers are from United States, PRC, Russia and Europe.

We believe that a successful fine jewellery provider vests in its capability of
providing integrated services to its customers. We pride ourselves in our
provision of services such as product series theme creation, product design,
product showcasing, product launch strategies, product positioning and
marketing support to cater for the varying needs of our customers. We take a
step further, sharing our observation on market trends and having discussion
and meetings with our customers.

Our commitment to extending our services over and above a mere
manufacturer and supplier of jewellery products has enabled us to build a
long and trusting relationship with our customers.
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Driven

by inspiration
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The success behind our products is our commitment to stay at
the forefront of innovation. We listen to our customers’
preferences, and we adapt to constantly evolving market trends.
Our outstanding team of talented designers are devoted to
producing the finest quality jewellery. And as a leading provider
in fine jewellery in Hong Kong, we employ highly innovative
production techniques to create our diverse collection of designs.
To match our premium designs, our products are crafted with a
vast selection of precious metals, diamonds, and gemstones of all

variety and specifications in order to appeal to a wider market.
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unyielding ambition and proud femininity. JJ °



LUMINIS
The light at the end of the tunnel

Nothing symbolises universal chicness and
fashion more than the letter °V,” for Vogue.
This collection features a design that represents
the culmination of unyielding ambition and

proud femininity.
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We are committed to the highest

standards of jewellery craftsmanship.
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The conception of a LUCI di GALA jewel begins with the most

brilliant diamonds and the most luminous gemstones, so

extraordinary and fine that they themselves are the source of
inspiration. Taken after the word ‘light’ in Italian, these radiant
stones illuminate the creative minds of LUCI di GALA designers

and ateliers, who work zealously to bring you your own source
of light.
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Inspired by the ingenuity exhibitediby

snowflakes, ‘Diamonds in Snowflake’
employs an innovative stone-setting
technique involving the setting .

of diamonds in multiple layers. .
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and the State Intellectual Property Office of the People’s

Republic of China.
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SNOWFLAKE

Stronger in number.

They say snowflakes are all unique. This collection
consists of designs tightly packed with brilliant
diamonds and so multifaceted that every light it

catches will have a different look.
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DANCING STAR
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S R s DANCI-NGSTAR iy :
: LS5 : Dance the night away ﬁﬁﬁﬁ

A spiralling design of fluid movement that safeguards

.

a gleaming star sitting in its rightful throne,
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The celestial sapphire is icent stone of

strength and good fortune nlyblue is

reminiscent of the deep b an. In this design,

the exquisite stone is endlessly surrounded by
4 -

diamonds of extraordinary s making the

Cerulean as reaching and bright as the ocean is

sl
infinite and blue.
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CONSTELLATION
Poetry of heaven.

The Constellation is a reflection of each person’s
own individuality. Constructed with multiple hinges
to change shape, this versatile piece adapts to the

complexity of personalit;g. ;

B
KWK

[EJE ] R B HEH Pk i 4845 B R B 2
B o T K SR A DA O PR AL - AR
B AR IR - E# R R T B A

ENCPNG

=






Executive Directors

Independent non-executive
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Hong Kong
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Hong Kong
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Principal bankers

Principal share registrar

Hong Kong share registrar

Registered office

Place of business and
headquarter in Hong Kong

Stock code

Company’s website

The Hongkong and Shanghai Banking

Corporation Limited
HSBC Main Building
1 Queen’s Road Central
Central
Hong Kong

Hang Seng Bank Limited
83 Des Voeux Road Central
Central

Hong Kong

Estera Trust (Cayman) Limited
Clifton House, 75 Fort Street
Grand Cayman

KY1-1108

Cayman Islands

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

Clifton House
75 Fort Street
Grand Cayman
KY1-1108
Cayman Islands

Unit 1207

Fu Hang Industrial Building
1 Hok Yuen Street East
Hunghom, Kowloon

Hong Kong

442

www.ktl.com.hk
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Revenue was approximately HK$683.7 million for the year ended 31
March 2016, representing a decrease of approximately 34.1% as
compared with the same for the year ended 31 March 2015.

Gross profit was approximately HK$114.9 million for the year ended
31 March 2016, representing a decrease of approximately 36.3% as
compared with the same for the year ended 31 March 2015.

Gross profit margin declined to 16.8% from 17.4% in the last
financial year.

Loss attributable to the owners of the parent was approximately
HK$13.5 million for the year ended 31 March 2016, against the
profit attributable to the owners of the parent of approximately
HK$20.3 million for the year ended 31 March 2015.

Basic loss per share amounted to approximately HK$0.08 for the year
ended 31 March 2016, against the adjusted basic earnings per share
of approximately HK$0.19 for the year ended 31 March 2015.

The board of directors of the Company (the “Board”) does not
recommend the payment of final dividend for the year ended 31
March 2016.
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CHAIRMAN'’S STATEMENT
B2

Dear Shareholders,

On behalf of the board of directors of the Company, we present to you the
Group’s annual results for the year ended 31 March 2016.

REVIEW

During the financial year of 2015/2016, the global economic conditions
remained challenging, with the effects of the developed world rippling across
the globe and a slowing growth in China. A rising sentiment of economic
and political uncertainty led consumers to be more cautious about their
money, dampening consumer confidence and spending on a mix of
businesses and in different geographical markets.

Confidence levels throughout 2015 varied, reflecting much on the ways
consumers interpreted political and economic events within their regions
and globally. In Russia, one of our key markets after the Americas, people
were tuned into the Ruble’s depreciation and deteriorated outlook. Coupled
with the political events in relation to Ukraine and the continued impact of
western sanctions, Russian households were far from optimistic towards the
economic situation, favouring primarily major purchases and savings. This
inevitably resulted in a chain reaction, where the demand for fine jewellery
was significantly suppressed.

Against the backdrop of this unfavourable condition, the Group’s revenue
for the year was approximately HK$683.7 million. Gross profit stood at
approximately HK$114.9 million. Loss attributable to the owners of the
parent was reported at approximately HK$13.5 million. The Board does not
recommend payment of a final dividend for the year ended 31 March 2016
(2015: nil).

In the financial year of 2015/2016, in view of the growing concerns about
the economic prospects of Russia, the Group has strategically focused onto
the markets of the United States and the PRC, the two growth engines of
the global economy. That said, as a consequence of the weaker-than-expected
market conditions in the Americas, under which a significant turnaround in
consumer interest in fine jewellery has yet to be seen, the Group’s revenue
generated from the Americas decreased by 12.9% to approximately

HK$304.9 million.

Across the Pacific Ocean, the PRC market is a bright spot for the Group.
Being the world’s second largest consumer market with Gross Domestic
Product (“GDP”) totaling more than US$10 trillion, the Chinese economy
has been growing at an annual rate of around 7% in recent years. During the
year under review, we further penetrated the fine jewellery segment in the
PRC, taking advantage of our strengths of an established corporate brand
name and proven design capabilities. This drove our revenue 13.6% higher
for the PRC market as compared to the year ended 31 March 2015 to reach
approximately HK$123.7 million in the year under review.

20 KTL International Holdings Group Limited
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OUTLOOK

Moving into 2016/2017, we believe the Americas and the PRC will continue
to be the two largest markets for the Group. The economy of the United
States is back on a solid footing. Real GDP is expected to grow at more than
2% in 2016, with increasing domestic consumption being an engine of
growth. A tightening labour market, a stronger housing market, lower oil
prices and improved wage growth all point towards a boost to both the
current and expected real disposable incomes, leading to a pickup in
household spending. These factors will help to augment our sales in the
region.

The PRC market is currently the second largest consumer market after the
United States, and the fastest growing major consumer market in the world.
Almost all consumer goods and services have seen substantial consumption
upgrades. Moreover, the nation is poised to have the largest middle class on
carth in the next 5 to 10 years. The explosive growth of the Chinese
emerging middle class will stimulate urban household income and encourage
demand for high-end goods and services, including fine jewellery.

To achieve and sustain our business growth, we strive to strengthen our
business relationships with our customers by offering a wider range of styles
and designs tailored for particular markets. We endeavour to adjust our
production resources, capacity and cycle to better cater the product lead
time, consumer preferences and festive shopping practices.

Unfavourable market conditions are expected to persist and impact on the
industry as a whole. Nevertheless, we have every confidence that our
continuous commitment to product innovation, broadening distribution
channels and enhancing cost competitiveness will allow us to ride the
challenges and ultimately make a return to profitability. We will closely
monitor the situation, and will continue to adopt a prudent approach to
planning our business in the markets in which we operate and taking every
possible measure to mitigate risk margins well in advance.

APPRECIATION

On behalf of the Board, we would like to convey our heartfelt gratitude to
the management team and all of our colleagues for their relentless efforts and
devotion to serving the Group. Our people are our most valuable asset and
the main force driving our success today and beyond. Our deepest
appreciation is extended to them for their valuable support. Our sincere
thanks also go to our customers, suppliers, bankers, business partners and
shareholders for their continuous support and confidence in the Group.

Kei York Pang Victor
Co-Chairman

Li Man Chun
Co-Chairman

Hong Kong, 20 June 2016
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DIRECTORS AND SENIOR MANAGEMENT
R AR P

The Board currently consists of six Directors, comprising three executive
Directors and three independent non-executive Directors.

EXECUTIVE DIRECTORS

Mr. Kei York Pang Victor (“Mr. Kei”), aged 55, is the Co-Chairman,
executive Director, and Chief Executive Officer. Mr. Kei co-founded K. T.L.
Jewellery Manufacturer Limited (“K.T.L. Jewellery”), a wholly-owned
subsidiary of the Company, with Mr. Li Man Chun in 1990. Mr. Kei is
responsible for the overall strategic planning and business development of
the Group. Mr. Kei has over 26 years of experience in the jewellery industry
with extensive business and client network. Mr. Kei has invaluable
experience in sales and marketing, customer serving, product innovation and
management, significantly contributed to long-term client relationship
maintenance and business expansion. Mr. Kei serves as the Standing General
Committee Member and Executive Committee Member of the Hong Kong
Jewellery Manufacturers” Association for the years 2013 to 2015. Mr. Kei is
a member of the Chinese People’s Political Consultative Conference
Guangzhou Committee. Mr. Kei is the brother of Mr. Kei Yeuk Lun Calan,
one of the executive Directors.

Mr. Li Man Chun (“Mr. Li”), aged 55, is the Co- Chairman, executive
Director, and Chief Operating Officer. Mr. Li was one of the co-founders of
K.T.L. Jewellery in 1990. Mr. Li is responsible for the overall strategic
planning and general operations. Mr. Li has over 25 years of experience in the
jewellery industry with in-depth technical knowledge in the manufacturing of
fine jewellery and practical operations experience. Mr. Li has been serving as
Vice President of the Hong Kong Gold & Silver Ornament Workers &
Merchants General Union from 2007. Since 2010, Mr. Li has served as
Honorary Life President and General Member of the Guangzhou Panyu
Jewellery Manufacturers Association. Mr. Li is a member of the Chinese
People’s Political Consultative Conference Panyu District Committee and
Vice President of the 5th Session of the Council, Guangzhou Association of
Enterprises with Foreign Investment.

Mr. Kei Yeuk Lun Calan, aged 50, an executive Director of the Company
and the existing sales and marketing director of the Group, has been
appointed as the Deputy Chief Executive Officer and Chief Sales and
Marketing Officer with effect from 1 May 2016 and is responsible for
assisting Mr. Kei York Pang Victor, an executive Director and the Chief
Executive Officer, in the overall management of sales and marketing,
administration and operations of the Group, primarily in business
development, international sales, China sales, marketing product design and
development, and procurement.

Mr. Kei Yeuk Lun Calan has accumulated over 24 years of experience in
jewellery industry. In 1992, Mr. Kei Yeuk Lun Calan co-founded and served
as director of Alan’s Jewellery Company Limited, a wholly-owned subsidiary
of the Company, engaging in trading of jewellery. In 2003, Mr. Kei Yeuk
Lun Calan was assigned to lead a team to market the Group’s jewellery
products, coordination of trade shows and product development in the
United States. From 2006 to 2009, Mr. Kei Yeuk Lun Calan was also
dedicated to liaise with the local business partners on brand-building and
product image in Italy, promoting brand awareness and reputation. Since
2009, Mr. Kei Yeuk Lun Calan has taken charge of product development
with focus on China wholesales market. Mr. Kei is the brother of Mr. Kei
York Pang Victor, one of the executive Directors.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ting Tit Cheung (“Mr. Ting”), aged 60, was appointed as the
independent non-executive Director on 10 February 2015. Mr. Ting is the
senior representative officer in Hong Kong of Banque Cantonale de Geneve
and has been acting as an independent non-executive director of National
Agricultural Holdings Limited (Stock code: 1236), a company listed on the
Stock Exchange, since 2013. Mr. Ting graduated from the Technicum
Neuchatelois in Switzerland in 1978 before he obtained his Master degree in
Business Administration in University of East Asia (Macau) in 1991. Mr.
Ting currently serves as a member of the Chinese People’s Political
Consultative Conference Committee of Putuo District in Shanghai.

Mr. Chan Chi Kuen (“Mr. Chan”), aged 55, was appointed as the
independent non-executive Director on 10 February 2015. Mr. Chan is a
Certified Public Accountant (Practising) in Hong Kong. Mr. Chan obtained
a diploma from the Department of Accounting of the Hong Kong Shue Yan
College in 1991. He further obtained a Master degree in Accounting from
the Jinan University in 2006. Mr. Chan has over 26 years of experience in
the accounting and taxation consultancy disciplines and has worked in a
number of accounting firms in Hong Kong, including K.K. Young & Co.,
Leung Po Yee & Co., Shom & Yu CPA Limited, and Y.K. Yu & Co. He is
currently practising in his own name. Mr. Chan was admitted as a fellow of
the Association of Chartered Certified Accountants in 2004, an associate of
the Taxation Institute of Hong Kong in 2010 and a fellow of the Hong
Kong Institute of Certified Public Accountants. He is also a Certified Tax
Adviser registered at the Taxation Institute of Hong Kong.

Mr. Lo Chun Pong (“Mr. Lo”), aged 44, was appointed as the independent
non-executive Director on 10 February 2015. Mr. Lo is a practicing solicitor
in Hong Kong and a member of The Law Society of Hong Kong. Mr. Lo is
a partner of Raymond C.P. Lo & Co., Solicitors and was previously the sole
proprietor of same firm. Mr. Lo has been an accredited mediator of the
Hong Kong Mediation Centre since April 2010 and a civil celebrant of
marriages since 2006. Mr. Lo graduated from the University of Hull with a
degree of Bachelor of Laws in 1994. Mr. Lo was admitted as a solicitor of
the High Court of Hong Kong in 1998.
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DIRECTORS AND SENIOR MANAGEMENT
R AR P

SENIOR MANAGEMENT

Mr. Chau Chi Lai (“Mr. Chau”), aged 42, is the chief financial officer and
company secretary of the Group, responsible for overseeing the Group’s
finance and information technology, planning and treasury, human resources
and administrative department, as well as company secretarial, internal
control, investor relation and corporate governance functions of the Group.
Mr. Chau joined the Group in August 2012. Prior to joining the Group,
Mr. Chau worked in an international accounting firm in Hong Kong
between January 2003 and April 2012 and left as a senior manager. During
his tenure with this international accounting firm, he was involved in a
number of PO projects on the Stock Exchange, capital market transactions
projects, financial reporting, auditing, corporate governance and internal
control advisory work. Between November 1998 and December 2002, Mr.
Chau worked for other international accounting firms in Canada in
accounting and audit.

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

Mr. Tang Wai Yip (“Mr. Tang”), aged 58, is the sales and marketing
director of the Group, responsible for oversecing the PRC sales department.
Mr. Tang first joined the Group in September 2008 and left us in April
2011. From September 2008 to April 2011, Mr. Tang worked in the Group
as the general sales manager. From May 2011 to April 2013, Mr. Tang
worked in another fine jewellery company as its sales and marketing director.
Mr. Tang returned to the Group in April 2014. Mr. Tang has 30 years of
experience in the sales and marketing and managerial sector and held senior
management positions in companies in a spectrum of industries that
included telecommunications, electronics, watches and fine jewellery,
specialising in sales and marketing strategic planning, business and product
development, logistics and customer service. Mr. Tang graduated from the
University of London with a Bachelor’s degree in Science in 1982.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS OVERVIEW

The Group is an integrated fine jewellery provider and an original design
manufacturer with a well-established operating history in Hong Kong,
primarily engaged in designing, manufacturing and exporting fine jewelleries
to jewellery wholesalers and retailers mainly in Americas, Russia and other
European countries. The Group has been offering a wide range of fine
jewellery products in karat gold, covering rings, earrings, pendants,
necklaces, bracelets, bangles, cufflinks, brooches and anklets, which are
positioned to target the mass to middle segment, being the lowest among the
three tiers of the fine jewellery market segments in terms of retail prices. The
Group’s customers are mainly wholesalers and retailers of jewellery products.

Since late 2014, the Group has experienced a significant slowdown of sales
in the Russian market on the back of various factors, including the political
events in relation to Ukraine, the continuous decline in prices of crude oil
and depreciation of Ruble against US dollars. The sales in Russia decreased
by approximately 65.8% for the year ended 31 March 2016 as compared
with the year ended 31 March 2015. During the year ended 31 March 2016,
Americas surpassed Russia as the core business market of the Group.
Revenue arising from sales to Americas market amounted to approximately
HK$304.9 million, representing approximately 44.6% of the Group’s total
sales for the year and decreased by approximately 12.9% as compared with
the prior year due to weaker-than-expected market conditions. As part of the
Group’s efforts to further expand its presence in market of the PRC riding
on the latter’s growth potential, the revenue generated from the PRC market
increased by approximately HK$14.8 million from approximately
HK$108.9 million for the year ended 31 March 2015 to approximately
HK$123.7 million for the year ended 31 March 2016, representing an
increase of approximately 13.6%.

With the continuous implementation of rigorous costs control, the Group
has successfully reduced the selling expenses and administrative expenses by
approximately 11.4% and 17.4%, respectively, during the year.

Commencement of new business line

The Group commenced trading of watches, silver jewelleries and non-
precious metal jewelleries in April 2014 to better cater for different needs of
different customers. These ancillary products come with significantly lower
average selling prices and lower gross profit margin.

Sales generated from these non-fine gold jewellery products amounted to
approximately 1.3% of the Group’s total sales for the year ended 31 March
2016 as compared to 2.9% for the year ended 31 March 2015, which did
not have a material impact on the Group’s overall gross profit margin in the
year. Nonetheless, the overall average wholesale price of the Group’s
products has lowered further since the commencement of sales of silver
jewelleries.
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MANAGEMENT DISCUSSION AND ANALYSIS
B BERE w w Be  H

Prospects

The prospects for global economy are uncertain. In particular, the Russian
economy has not yet showed recovery following the depreciation of Ruble
against the US dollars compared to decade low level, which in turn reduces
the price competitiveness of the Group’s jewellery products to consumers in
Russia. The United States economy continues its moderate recovery path
posing a chance for the demand for fine jewellery on upward course. The
decelerating Gross Domestic Product growth and local stock market
fluctuations in the PRC in 2015 may have continued to hurt consumer
sentiment and demand for jewellery in the near future. The management of
the Group will improve operating efficiency by streamlining the operations
and optimising internal resources in order to meet the challenge of adverse
market conditions expected in the upcoming financial year.

FINANCIAL REVIEW

Revenue (HK$000) e ts (Fi#oT)
Gross profit (HK$000) EBH (Fi#oT)
Gross profit margin (%) EFHE (%)

(Loss)/profit attributable to the owners
of the parent (HK$°000) Y A (T8 )

The Group’s revenue for the year ended 31 March 2016 was approximately
HK$683.7 million, representing a decrease of approximately HK$353.1
million or 34.1% over the corresponding period in 2015. The decrease in
the Group’s revenue was primarily due to (i) a decrease in sales in Russia of
approximately HK$304.7 million as a result of the unfavourable economic
environment in Russia and the decrease in average wholesale price as higher
portion of products with simple design were sold to Russia; (ii) decrease in
sales in Americas of approximately HK$45.3 million mainly attributable to
the decrease in sales orders from our major customers in the United States as
a result of the weaker-than-expected demand and (iii) a continuous decrease
in sales of approximately HK$6.0 million in the Middle East mainly because
the Group’s major customer in the region changed its business focus to
streamline retail networks and reduced excess inventories from past years,
which was partially offset by an increase in sales in the PRC of approximately
HK$14.8 million as a result of the Group’s strategic cooperation and
established closer business relationship with certain customers in the PRC.

The Group’s gross profit for the year ended 31 March 2016 was
approximately HK$114.9 million, representing a decrease of approximately
HK$65.4 million or 36.3% over the corresponding period in 2015. Gross
profit margin decreased to approximately 16.8% for the year ended 31
March 2016 from approximately 17.4% for the corresponding period in
2015, was primarily due to the decrease in gross profit margin from Russia
mainly as a result of the sales of higher portion of products with simple
designs to Russia and the commencement of trading of watches, silver
jewelleries and non-precious metal jewelleries to Russia; and was partially
offset by implementation of costs restructuring since August 2013 with the
aim to enhancing overall production efficiency.
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MANAGEMENT DISCUSSION AND ANALYSIS

Selling expenses

Our selling expenses decreased by approximately HK$4.4 million or 11.4%,
to approximately HK$34.2 million for the year ended 31 March 2016 from
approximately HK$38.5 million for the year ended 31 March 2015. The
decrease was primarily attributable to (i) the decrease in staff costs of
approximately HK$3.5 million mainly as a result of implementation of costs
restructuring plan since August 2013; (ii) the decrease in export credit
insurance expenses, sales commissions to agents and freight charges of
approximately HK$4.0 million mainly as a result of the decrease in sales for
the year ended 31 March 2016; and offset by (iii) the increase in advertising
and marketing expenses of approximately HK$3.1 million as an effort to
attract new customers and develop new markets.

Administrative expenses

The Group’s administrative expenses decreased by approximately HK$17.4
million or 17.4%, to approximately HK$82.4 million for the year ended 31
March 2016 from approximately HK$99.8 million for the year ended 31
March 2015. The decrease was primarily due to (i) the decrease in staff costs
of approximately HK$9.0 million mainly resulting from implementation of
costs restructuring plan; and (ii) a one-off provision of trade receivable of
approximately HK$8.0million incurred in last year in respect of a major
Russian customer and no such additional provision incurred in the year.

Finance costs

The Group’s finance costs decreased by approximately HK$2.0 million or
18.3%, to approximately HK$9.2 million for the year ended 31 March 2016
from approximately HK$11.2 million for the year ended 31 March 2015.
The decrease was primarily due to the decrease in average borrowing balance
in 2016 as compared with the same in 2015.

Loss/profit attributable to the owners of the parent

The Group recorded a loss attributable to the owners of the parent of
approximately HK$13.5 million for the year ended 31 March 2016 as
compared with a profit of approximately HK$20.3 million for the
corresponding period in 2015. The change from profit to loss attributable to
owners of the parent was mainly due to the overall decrease in sales of its
products for the year ended 31 March 2016 by approximately HK$353.1
million as a result of the unfavourable economic development in Russia and
the weaker-than-expected demand of jewellery in the Americas, and an
exchange loss of approximately HK$4.8 million upon translation of the
pledged Renminbi (“RMB”) deposits held by the Group during the year.

Property, plant and equipment

The net carrying amount as at 31 March 2016 was approximately HK$183.0
million, representing a decrease of approximately HK$14.0 million from
that of 2015. This was mainly due to: (i) the Group’s addition in property,
plant and equipment of approximately HK$6.9 million; and offset by (ii)
the depreciation of approximately HK$11.5 million with respect to the
Group’s property, plant and equipment during the year, and (jii) exchange
realignment of approximately HK$8.6 million upon translation of RMB
denominated assets into Hong Kong dollar.
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MANAGEMENT DISCUSSION AND ANALYSIS
B BERE w w Be  H

Trade receivables

There was a decrease in trade receivables as at 31 March 2016 of
approximately HK$36.5 million as compared with 31 March 2015, which
was mainly due to the trade receivables that were neither past due or
impaired, less than 61 days past due and 61 to 120 days past due decreased
by approximately HK$13.9 million, HK$17.0 million and HK$4.7 million,
respectively, as at 31 March 2016 as compared with 31 March 2015.

Interest-bearing bank borrowings

The Group had interest-bearing bank borrowings as at 31 March 2016 in
the sum of approximately HK$226.1 million, which were reduced by
approximately HK$64.4 million from the sum of approximately HK$290.5
million as at 31 March 2015.

No financial instruments were used for hedging purposes, nor were there any
foreign currency net investments hedged by current borrowings and/or other
hedging instruments.

Liquidity and financial resources

As at 31 March 2016, the Group had current assets of approximately
HK$462.5 million (2015: approximately HK$589.3 million) which
comprised cash and bank balances of approximately HK$62.1 million (2015:
approximately HK$126.5 million). As at 31 March 2016, the Group had
non-current liabilities of approximately HK$1.8 million (2015:
approximately HK$3.1 million), and its current liabilities amounted to
approximately HK$320.5 million (2015: approximately HK$416.4 million),
consisting mainly of payables arising in the normal course of operation and
bank borrowings for trade financing. Accordingly, the current ratio, being
the ratio of current assets to current liabilities, was approximately 1.4 at 31
March 2016 (2015: approximately 1.4).

Gearing ratio

The gearing ratio of the Group, calculated as net debt (being interest-bearing
bank borrowings and obligations under finance lease less cash and bank
balances) divided by the total equity plus net debt, was approximately 32.1%
as at 31 March 2016 (2015: approximately 30.5%).

Treasury policies

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

28 KTL International Holdings Group Limited

5 5% RE WOk IH

2016453 H 31 H 1 & 5 JE Ui JE R 201543 H
31 HAYE 5 BB sk TE s D 49365 F B kot > Jh R E
MR 201643 H 31 H 136 & #a0 1 o i (E ~ a3 -0 it
61 R MW 61 RFE 120 K2 & 5 EU K IEH 2015 4F 3
H31HARID#13.9 5 8WI0 ~ 17.0 A BT K 4.7
HE W ITITEL

s EHITIE R

AL A 201643 A 31 HBI5HESBATIEE4 5 226.1
HEW T iR 201543 7 31 H W FHERITHEL
290.5 B E LI & 64.4 A BTG -

A A TSI O YA o] B 5 T EL AR D ok - IR IRAE
] LA AT i 5% K2 L At 3B ¥ T L3 o g S 8 3 9
& -

B B N B R

201643 H31 H > AREEM B EEL S 46251
B IC (20154F © 495893 A @ s o0) > B4 MR
8RR 4062.1 T I HE T (20154F © 49126.5 0 i T) ©
R20164F3 H31H > AEEMIERBAMBEA L 18T
B IC (20154F : Y31 HEE L) » KB EELS L
320.5 A EHEIC (20154F © £1416.4 H #E#oT) - F8EA
T H R R R P A A E AT BOE DL R S A Y
SRATMEEE o I > A 20164FE3 A 31 H > FBEh R (H)
WE G BB B0 E) L5 1.4 (20154F © 4
1.4)

B f R

R20164E3 31 H » ALY & AR & 1F R A E
AR (R B SRAT 8 5 2 il L B AR A8 Ul B 4 I SR AT &5
k) bR ARE 25 A0 F0M A REET T 0 8945 32.1% (2015
A #)30.5%) °

i 5 SR

AR FAE AT BB R BRIDUE IR0 B 5 A SRS
PRI T 774 T 40 o ko A £ it 4 F) R B S Btk DL o AR 4
P2 A T R MO U R AR B > A B
FAG B A E BEAR UL RSB IR DL > B SR B AR A5 &
JEURRE = o A O B SR > S D) B AN AR
W BN B B DL > REOR A B - B A S R A
11 8 < R AT R R R L T



MANAGEMENT DISCUSSION AND ANALYSIS

OUR BUSINESS STRATEGIES

We strive for maintaining the Group as one of the top fine jewellery
providers in Hong Kong with a focus on export business by enhancing our
sales and marketing force, increasing our market penetration in existing
markets, expanding our customer base, exploring new markets and
heightening market recognition of our KTL corporate brand name
worldwide.

In light of the gradual recovery from the economic downturn in the United
States and eyeing on the sheer size of its retail market of fine jewellery
products, we plan to explore more growth opportunities in the United States
where we believe the Group would benefit from the integrated services that
we offer. We intend to further strengthen our business relationships with our
customers in the United States by offering a wider range of styles and designs
tailored for the United States market, and adjusting our production
resources, capacity and cycle to better cater the product lead time, consumer
preferences and festive shopping practices of the United States market.
Further, in view of the growth potential in the PRC market, we intend to
leverage on our established corporate brand name and our proven design
capability, and increase resources to attract jewellery wholesalers or chain
stores which focus on the PRC market. In this connection, we intend to
increase our sales and marketing resources to promote our products and to
participate in various trade exhibitions in the PRC, and devote additional
product development and design resources to offer a wider range of designs
tailored for the taste and preferences of the PRC market.

In addition, we aim to broaden our customer base by enhancing our efforts
to offer products together with integrated services. Customers’ needs and
preferences vary. Some only require manufacturing support whereas more
customers need other customised services and support such as differentiating
product designs, product series theme creation, product showcasing strategies
and product positioning. We believe that jewellers in the PRC market are
generally keen for designs, marketing and product positioning support,
whereas emerging markets are generally keen for manufacturing supports as
well. In this respect, we plan to devote our sales force with an added focus in
identifying and soliciting new customers that are themselves jewellery
suppliers but do not have strong product development and design and/or
production capabilities to broaden our customer base.

Besides, we believe our ability to create new product designs and develop
innovative production techniques in response to market trends and
customers’ preference contributes to the success of our products. In light of
the global market trend to offer diversified jewellery products in terms of
purposes and price position to capture more market demand, we have been
offering customers with a wide range of products with appealing designs at
affordable prices, made with various kinds of precious metals and diamonds
and gem stones with various specifications to cater for a wider bandwidth of
market demand.
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MANAGEMENT DISCUSSION AND ANALYSIS
B BERE w w Be  H

Foreign exchange exposure

For the year ended 31 March 2016, we had monetary assets and monetary
liabilities denominated in foreign currencies, i.e. currency other than the
functional currency of the respective group entities, which are mainly trade
receivables, other receivables, cash and bank balances, pledged bank deposits,
trade and other payables and interest-bearing bank borrowings.
Consequently we have foreign exchange risk exposure from translation of
amount denominated in foreign currencies as at 31 March 2016. Since HK$
is pegged to US$, the Group does not expect any significant movements in
HK$/US$ exchange rate. We are exposed to foreign exchange risk primarily
with respect to RMB. If HK$ as at 31 March 2016 had strengthened/
weakened by 5% against RMB with all other variables held constant, the loss
for the year attributable to the owners of the parent would have been
increased/decreased by approximately HK$3.4 million for the year ended 31
March 2016 (2015: profit for the year attributable to the owners of the
parent would have decreased/increased by approximately HK$4.3 million).

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

Capital structure

The shares of the Company were listed on Main Board of the Stock
Exchange on 11 March 2015. An ordinary resolution for approving the share
subdivision (the “Share Subdivision”) was duly passed by the shareholders in
an extraordinary general meeting held on 22 October 2015. As a result, each
of the existing issued and unissued ordinary shares of HK$0.01 each in the
share capital of the Company was subdivided into two ordinary shares of
HK$0.005 (the “Subdivided Shares”) each effective from 23 October 2015.
Upon the Share Subdivision becoming effective, the board lot size remains
unchanged and the Subdivided Shares have been trading in board lot of
1,000 Subdivided Shares. Save as disclosed above, there has been no change
in the capital structure of the Company during the year ended 31 March
2016. The capital of the Company comprises ordinary shares and capital

reserves.

Capital commitments

As at 31 March 2016, capital commitments of the Group amounted to
approximately HK$3.1 million (2015: approximately HK$4.0 million).

Dividend

The Board does not recommend the payment of final dividend for the year
ended 31 March 2016.

No dividend has been paid or declared by the Company during the year
ended 31 March 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

Information on employees

As at 31 March 2016, the Group had 725 employees (2015: 955), including
the executive Directors. Total staff costs (including the Directors’
emoluments) were approximately HK$127.5 million, as compared with
approximately HK$143.6 million for the year ended 31 March 2015.
Remuneration is determined with reference to market conditions and
individual employees’ performance, qualification and experience.

Apart from the provident fund scheme (operation in accordance with the
provisions of the Mandatory Provident Fund Schemes Ordinance for Hong
Kong employees) or social insurance fund (including retirement pension
insurance, medical insurance, unemployment insurance, injury insurance
and maternity insurance for the PRC employees), discretionary bonuses and
employee share options are also awarded to employees according to the
Group’s performance as well as assessment of individual performance. Since
the adoption of the share option scheme on 10 February 2015 and up to 31
March 2016, no options have been granted by the Company.

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

Share option scheme

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

Significant investments held

The Group did not hold any significant investment in equity interest in any
other company.

Future plans for material investments and capital assets

Save as disclosed in this annual report, the Group did not have other plans
for material investments and capital assets.

Material acquisitions and disposals of subsidiaries and affiliated
companies

During the year ended 31 March 2016, the Group did not have any material
acquisitions and disposals of subsidiaries and affiliated companies.

B e B A

1 5 &R

20163 H31 H » A LEE A 7254 & B (20154F -
9554%) » WIGHATE S o B T A E (G5 3E S
&) A 1275 H B oc > M E 201543 H 31 H 1k
AR RIA By 143.6 E B 0 o #9225 1 Dl S AR R
i B2 RBL - B MBI AT -

BT 4wl CRR 4% o ) 2 A 4 30 5 001 1 M S
TR B akor) st g O B R 4 (L35 2 o B R Bk
SERIRIRER ZARR - BB - KRR - LSRR
FEB R Hh > AN E 6 25 AL R BRI B
3% BLSEA, 55 B0 AC AL KR B BEREHE - [ R 2015
A2 H 10 HOER 4% B R ST BUE 2201643 H31 H >
AR TR S L I AR o

WR R AEEE B LR AT R T
IR AEASE P8 4 S AC KL B (B4R AT MRS
MR 2L - (R B R BRI -

S J M

AN F B 201542 10 HOBR A IR RE 8 (5t
B BRI HTRESHIN 2 EE (B (Lha
5) H 3 AR B ) FTRE A I A DA B I B 3
B JE DL A 7 GRS s B T > B % H L R 104F
AR o FHLER AN LASR o S SEARAR 31 #1521 Ao S
JBCHE o

FHZERBE
AR T S A7  JEb 2 )5 A AAeT BER BB

HRBE REAK 2 KA

R 7 A 4F S 3 4 b > AN S NG L b R A
FEAE RS o

O WU e A R ) R 2 )

A 201643 H 31 H IR B > A B 30 #8175 K
WA B T s o B s ) O e s T S IE o

2016 Annual Report 4% Ji 5 31



MANAGEMENT DISCUSSION AND ANALYSIS
B BERE w w Be  H

Charges of assets

As at 31 March 2016, the Group’s bank borrowings are secured by its assets

as below:

©)

(i)

(iii)

(iv)

)

(vi)

(vii)

mortgages over the Group’s leasehold land, which had a net carrying
amount of approximately HK$10.2 million and approximately
HK$10.5 million, respectively, as at 31 March 2016 and 31 March
2015;

mortgages over the Group’s buildings, which had a net carrying
amount of approximately HK$18.9 million and approximately
HK$20.3 million, respectively, as at 31 March 2016 and 31 March
2015;

mortgages over the Group’s prepaid land lease payments, which had a
net carrying amount of approximately HK$3.1 million and
approximately HK$16.2 million, respectively, as at 31 March 2016
and 31 March 2015;

mortgages over the Group’s CIP, which had a net carrying amount as
at 31 March 2016 of nil (as at 31 March 2015: HK$132.6 million);

a pledge of the Group’s bank deposits of approximately HK$86.6
million and approximately HK$117.7 million, respectively, as at 31
March 2016 and 31 March 2015;

the pledge of the Group’s available-for-sale investment amounting to
approximately HK$14.5 million as at 31 March 2016 (as at 31 March
2015: nil); and

corporate guarantees provided by the Company and certain
subsidiaries of the Company.

Contingent liabilities

The Group had no material contingent liabilities as at 31 March 2016
(2015: nil).
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CORPORATE GOVERNANCE PRACTICES

Adapting and adhering to recognised standards of corporate governance
principles and practices has always been one of the top priorities of the
Company. The Board believes that good corporate governance is one of the
areas that led the success of the Company and helped balance the interests of
shareholders, customers and employees, and the Board is devoted to ongoing
enhancements of the efficiency and effectiveness of such principles and
practices. Up to the date of this annual report, the Company had complied
with the code provisions (the “Code Provisions”) set out in the Corporate
Governance Code and Corporate Governance Report contained in Appendix
14 to the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”), except code provision A.2.1 as
more particularly described in following relevant paragraphs.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 to the
Listing Rules as its own code of conduct regarding securities transaction by
Director of the Company. Having made specific enquiries to all the
Directors, the Directors confirmed that they had complied with the required
standard as set out in the Model Code during the year ended 31 March
2016.

THE BOARD OF DIRECTORS

Composition

The Board currently comprises six Directors, of which three are executive
Directors, and three are independent non-executive Directors. In addition, a
list containing the names of the Directors and their roles and functions is
available on the websites of the Group and the Stock Exchange. The
composition of the Board is as follows:

Executive Directors:

Mr. Kei York Pang Victor (Co-Chairman)
Mr. Li Man Chun (Co-Chairman)

Mr. Kei Yeuk Lun Calan

Independent non-executive Directors:
Mr. Ting Tit Cheung

Mr. Chan Chi Kuen

Mr. Lo Chun Pong

Up to the date of this annual report, there was no change in the composition
of the Board. The biographical details of each Director are set out in the
section “Directors and Senior Management” on pages 22 to 24.
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CORPORATE GOVERNANCE REPORT
e SRR

RESPONSIBILITIES OF THE BOARD AND
MANAGEMENT

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

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

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

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

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

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

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

While at all times the Board retains full responsibility for guiding and
monitoring the Company in discharging its duties, certain responsibilities
are delegated to various Board committees which have been established by
the Board to deal with different aspects of the Company’s affairs. Unless
otherwise specified in their respective written terms of reference as approved
by the Board, these Board committees are governed by the Company’s
articles of association as well as the Board’s policies and practices (in so far as
the same are not in conflict with the provisions contained in the articles of
association). With the new composition of members of the nomination
committee, the remuneration committee and the audit committee, the
independent non-executive Directors will be able to effectively devote their
time to perform the duties required by the respective Board committees.

The Board has also delegated the responsibility of implementing its strategies
and the day-to-day operation to the management of the Company under the
leadership of the executive Directors. Clear guidance has been made as to the
matters that should be reserved to the Board for its decision which include
matters on, inter alia, capital, finance and financial reporting, internal
controls, communication with shareholders, Board membership, delegation
of authority and corporate governance.

The Chief Financial Officer and/or Company Secretary or secretary of the
board committee attended all regular Board Meetings and Board Committee
Meetings to advise on accounting and financial, corporate governance and
statutory compliance matters. Senior management has formal or informal
contact with the Board Members as and when necessary.
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Board papers and minutes are made available for inspection by the Directors
and Board Committee Members upon reasonable request. The Company
responded as promptly as possible to any queries raised by the Directors.

The Board acknowledges its responsibility for the preparation of the financial
statements which give a true and fair view of the state of financial position
and financial performance of the Group. The financial statements set out on
pages 64 to 134 were prepared on the basis set out in note 2.1 to the
financial statements. Financial results of the Group are announced in a
timely manner in accordance with statutory and/or regulatory requirements.
The declaration of reporting responsibility issued by the external auditors of
the Company on the financial statements is set out in the Independent
Auditors’ Report on pages 62 and 63.

INDEPENDENT NON-EXECUTIVE DIRECTORS

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

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

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

BOARD MEETINGS

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

Apart from formal meetings, matters requiring Board approval were arranged
by means of circulation of written resolutions.
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The attendance of individual Directors at Board Meetings (BM), Audit
Committee Meetings (ACM), Nomination Committee Meetings (NCM),
Remuneration Committee Meetings (RCM), Annual General Meeting
(AGM) and Extraordinary General Meeting (EGM) during the financial
year is set out below:

A MBUEEE R > 5| #E SR E S ok FREE
Gaw REZBEEHR FMEZRE GG B
SRR BB B R B i R AR

Meetings attended/Eligible to attend

R ek B R R

Directors BM ACM NCM RCM AGM EGM

g HHREHE WRLARHE FMEHEG JBe 3K JA 4R B 3K 4 Tl
#HH ik ik ik ik e e
Executive Directors
AT HE R
KEI York Pang Victor 4. #7 1§ 4/4 - 2/2 - 1/1 1/1
LI Man Chun %30 4/4 - 2/2 22 1/1 1/1
KEI Yeuk Lun Calan %% I 4/4 - - 2/2 1/1 1/1
Independent Non-executive Directors
B PUAT R
TING Tit Cheung T #7 4/4 2/2 2/2 2/2 /1 1/1
CHAN Chi Kuen B EHE 4/4 212 212 2/2 /1 1/1
LO Chun Pong i #& 5§ 4/4 22 2/2 2/2 /1 1/1
GENERAL MEETINGS R A&

Pursuant to code Provision A.6.7 of the Code, independent non-executive
Directors should attend the annual general meeting of the Company to
develop a balanced understanding of the views of the shareholders. All
independent non-executive Directors attended the annual general meeting of
the Company held on 10 August 2015 and the extraordinary general
meeting held on 22 October 2015.

CONTINUOUS PROFESSIONAL DEVELOPMENT

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

All Directors have provided record of training attendance and the Company

will continue to arrange and/or fund the training in accordance with the
Code Provisions.
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According to the records of training maintained by the Company Secretary,
during the financial year under review, all the current Directors pursued
continuous professional development and relevant details are set out below:

Directors

H

Executive Directors
Wir#ESH

KEI York Pang Victor ey i
LI Man ChunZE3C &

KEI Yeuk Lun Calan A0 47 I

Independent Non-executive Directors
B IEPATH R

TING Tit Cheung 1 81

CHAN Chi Kuen B 1

LO Chun Pong i #ik F

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to code provision A.2.1 of the Corporate Governance Code and
Corporate Governance Report set out in Appendix 14 of the Listing Rules,
the responsibilities between the Chairman and the chief executive officer
should be segregated and should not be performed by the same individual.
However, Mr. Kei York Pang Victor is the Chief Executive Officer of the
Group, and he also performs as the Co-Chairman of the Board. The Board
believes that vesting the roles of both Co-Chairman and Chief Executive
Officer in the same person has the benefit of ensuring consistent leadership
within the Group and enables more effective and efficient overall strategic
planning for the Group.

The Board considers this structure will enable the Company to make and
implement decisions promptly and effectively. The Board believes that the
balance of power and authority is adequately ensured by the operation of the
Board, which comprises experienced and high calibre individuals with a
sufficient number thereof being independent non-executive Directors.
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Type of Trainings
S
attending seminars reading journals,
and/or conferences updates, articles

and/or forums and/or materials, etc
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APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

The procedures and process of appointment, re-election and removal of
directors are laid down in the Company’s Article of Association. The
Nomination Committee is responsible for reviewing the Board composition,
developing and formulating the relevant procedures for nomination and
appointment of directors, monitoring the appointment and succession
planning of directors and assessing the independence of independent non-
executive Directors. The appointments letters of independent non-executive
Directors have been renewed on 10 February 2016.

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

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

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

BOARD COMMITTEES

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

NOMINATION COMMITTEE

The Company established a nomination committee pursuant to a resolution
of the Directors on 10 February 2015 with written terms of reference in
compliance with paragraph A.5.1 of Appendix 14 of the Listing Rules. Tts
terms of reference are available on the websites of the Company and the
Stock Exchange.
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The primary duties of the nomination committee include, but not limited to
(i) to review the structure, size and composition of the Board on regular at
least annually; (ii) identify individuals suitably qualified to become Board
members; (iii) assess the independence of independent non-executive
Directors; and (iv) make recommendations to the Board on relevant matters
relating to the appointment or reappointment of Directors.

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

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

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

BOARD DIVERSITY

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

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

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

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

The remuneration policy of independent non-executive Directors is to
ensure that the independent non-executive Directors are adequately
compensated for their efforts and time dedicated to the Company’s affairs
including their participation in respective Board committees. The
emoluments of independent non-executive Directors are determined with
reference to their skills, experience, knowledge, duties and market trends. As
at the date of this annual report, the remuneration committee consists of
three independent non-executive Directors namely Mr. Ting Tit Cheung,
Mr. Chan Chi Kuen, Mr. Lo Chun Pong and two executive Directors,
namely Mr. Li Man Chun and Mr. Kei Yeuk Lun Calan. The Chairman of
the Remuneration Committee is Mr. Ting Tit Cheung. Details of
remuneration of Directors are set out in note 9 to the financial statements.

Up to 31 March 2016, there was no change in the policy and structure of
the remuneration of the Directors and senior management. The
Remuneration Committee will meet at least once a year for reviewing the
remuneration policy and structure and making recommendations to the
Board on determining the annual remuneration packages of the executive
Directors and the senior management and other related matters.

AUDIT COMMITTEE

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

In relation to (iii), the audit committee is:

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

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

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

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

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

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

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

—  to report to the Board on the matters set out in the Corporate
Governance Code and Corporate Governance Report (the “Code”) in
Appendix 14 of the Listing Rules;

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

As at the date of this annual report, the Audit committee consists of three
independent non-executive Directors, namely Mr. Chan Chi Kuen, Mr.
Ting Tit Cheung and Mr. Lo Chun Pong. The Chairman of the Audit
Committee is Mr. Chan Chi Kuen, who holds the appropriate professional
qualifications as required under Rule 3.10(2) and Rule 3.21 of the Listing
Rules.
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As at the date of this annual report, the Audit Committee has considered
and reviewed the accounting principles and practices adopted by the Group
and has discussed matters in relation to internal control and financial
reporting with the management. The Audit Committee considers that the
financial results for the year ended 31 March 2016 are in compliance with
the relevant accounting standards, rules and regulations and appropriate
disclosures have been duly made.

The Audit Committee has held a meeting with the external auditors on 20
June 2016 to (i) review the financial statements for the year ended 31 March
2016; (ii) discuss the internal control and financial reporting matters of the
Group; (iii) review the financial statements and the auditor’s report and
recommend to the board for approval. All members of the committee
attended that meeting. The Audit Committee will meet at least twice a year
to review the financial results and reports, financial reporting and compliance
procedures, the report of the internal auditor on the Company’s internal
control and risk management review and processes, and the re-appointment
of the external auditor. Pursuant to the terms of reference of the Audit
Committee of the Company, the minutes of meetings were circulated to all
Committee Members. The minutes were kept by the Company Secretary.

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

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING

The Directors acknowledge their responsibilities for keeping proper
accounting records and preparing the financial statements of each financial
period, which shall give a true and fair view of the financial position of the
Group and of the financial performance and cash flows for that period. In
preparing the financial statements for the year ended 31 March 2016, the
Directors have made judgements and estimates that are prudent and
reasonable, and prepared the financial statements on a going concern basis.

The relevant responsibility statement from the external auditors is set out in
the Independent Auditors” Report on pages 62 to 63.

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

The senior management has provided such explanation and information to
the Board as necessary to enable the Board to carry out an informed
assessment of the financial information and position of the Group put to the
Board for approval.
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The basis on which the Company generates or preserves value over the longer
term and the strategy for delivering its objectives are explained in the
“Management Discussion and Analysis” set out in pages 25 to 32 in this report.

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

AUDITOR’S REMUNERATION

For the year ended 31 March 2016, the total remuneration paid or payable to
the Company’s auditors, Ernst & Young, for annual audit services totaling
approximately HK$1.6 million.

Analysis of remuneration paid or payable to Ernst & Young is set out below:
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Items of auditor’s services T2 B i A 75 36 H 31 March 2016 31 March 2015
20164E3H31H  20154E3 /31 H
Audit Services #E IR HK$000 HK$’000
Tt T
Annual audit service B RE SRR IR 1,600 2,180
Reporting accountant’s services in relation to the Listing 47 B - 17 A & 51 il iR 55 - 3,680
Total Mgtk 1,600 5,860
Non-audit services JEH IR
Consultancy services in relation to the Listing A B b R - 1,871
Tax related services BLIEA B 2 R s 626 433
Other consultancy services HoAth 5 w0 AR 5 150 -
Total HEF 776 2,304

COMPANY SECRETARY

Mr. Lam Pak Kan was our company secretary and was a fulltime employee
of the Company and primarily responsible for the company secretarial work
of the Group and he resigned on 18 May 2015. Mr. Chau Chi Lai, a full-
time employee of the Company, was appointed on 18 May 2015 to be our
company secretary.

Mr. Chau is also our company’s chief financial officer, Mr. Chau has
day-to-day knowledge of the Company’s affairs. He is reporting to the
Co-Chairman and his appointment and removal is subject to Board’s
approval. All Directors have access to the advice and services of the company
secretary to ensure the Board procedures, and all applicable law, rules and
regulations, are followed. For the financial year ended 31 March 2016, the
company secretary has complied with Rule 3.29 of the Listing Rules by
taking no less than 15 hours of relevant professional training.
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RISK MANAGEMENT AND INTERNAL CONTROL

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

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

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

During the financial year ended 31 March 2016, the Audit Committee has
conducted a review of the effectiveness of the Group’s risk management and
internal control systems and procedures covering all controls, including
financial, operational and compliance and risk management, and the
adequacy of resources, qualifications, experience and training of staff of the
Company’s financial reporting and treasury function. Confirmations from
management in the form of certification that risk management and internal
control procedures are functioning effectively to meet the respective financial
reporting, operational and compliance needs, are submitted by business unit
heads and reporting to the Audit Committee.

Based on the result of the review as reported by the Audit Committee, in
respect of the financial year ended 31 March 2016, the Directors considered
that the risk management and internal control systems and procedures of the
Group were effective and adequate.
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INTERNAL AUDIT DEPARTMENT

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

Conflicts of Interest Declaration

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

Whistleblowing Policy

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

SHAREHOLDERS’ RIGHTS

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

Such requisition shall be made in writing to the Board or the company
secretary for the purpose of requiring an extraordinary general meeting to be
called by the Board for the transaction of any business specified in such
requisition. Such meeting shall be held within two months after the deposit
of such requisition. If within 21 days of such deposit, the Board fails to
proceed to convene such meeting, the requisitionist(s) himself (themselves)
may do so in the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be reimbursed to
the requisitionist(s) by the Company.
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Shareholders should direct their enquiries about their shareholdings to the
Company’s branch share registrar and transfer office in Hong Kong, namely,
Tricor Investor Services Limited at Level 22, Hopewell Centre, 183 Queen’s
Road East, Hong Kong or the principal place of business of the Company in
Hong Kong at Unit 1207, Fu Hang Industrial Building, 1 Hok Yuen Street
East, Hung Hom, Kowloon, Hong Kong. Shareholders who wish to put
enquiries to the Board can send their enquiries to the Company Secretary
who will ensure these enquiries to be properly directed to the Board.
Shareholders may at any time make a request for the Company’s information
to the extent such information is publicly available. Corporate
communication of the Company will be provided to Shareholders in plain
language and in both English and Chinese versions to facilitate Shareholders’
understanding. Shareholders have the right to choose the language (either
English or Chinese) or means of receipt of the corporate communications (in
hard copy or through electronic means).

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

INVESTOR RELATIONS AND COMMUNICATION

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

The Company updates its shareholders on its latest business developments
and financial performance through its corporate publications including
annual reports and public announcements. Extensive information about the
Company’s activities for the year ended 31 March 2015 has been provided
in this annual report. While the Annual General Meeting provides a valuable
forum for direct communication between the Board and its shareholders, the
Company also maintains its website (www.ktl.com.hk) to provide an
alternative communication channel for the public and its shareholders. All
corporate communication and Company’s latest updates are available on the
Company’s website for public’s information.

CONSTITUTIONAL DOCUMENTS

During the year ended 31 March 2016 and up to the date of this annual
report, there has been no significant change in the Company’s constitutional
documents.

Hong Kong, 20 June 2016
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The Directors present their annual report together with the audited financial
statements of the Group for the year ended 31 March 2016.

PRINCIPAL ACTIVITIES

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

USE OF PROCEEDS FROM THE GLOBAL OFFERING

The Company has received net proceeds of approximately HK$40.4 million
after deducting the underwriting fee and commissions and relevant expenses
in connection with the global offering on 11 March 2015. As at 31 March
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The future plans and prospects as stated in the prospectus dated 27 February
2015 (the “Prospectus”) were derived from the Group’s reasonable
estimation of the future market conditions based on the information
available at the time of preparing the Prospectus. As of the date of this
report, the Directors are not aware of material change to the planned use of
the proceeds from the plan as stated in the Prospectus. The unused net
proceeds have been placed as bank deposits.

RESULTS AND APPROPRIATIONS

The financial performance of the Group for the year ended 31 March 2016
and the financial position of the Group as at 31 March 2016 are set out in
the financial statements on pages 64 to 134.

FINAL DIVIDEND

The Board does not recommend the payment of a final dividend for the year
ended 31 March 2016.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the Group for the last
five financial years is set out on page 135. This summary does not form part
of the financial statements.

SHARE CAPITAL

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

EQUITY-LINKED AGREEMENT

No equity-linked agreement which may result in the Company issuing shares
was entered into or existed during the financial year.

RESERVES

Details of movements in the reserves of the Group and the Company during
the year are set out in the consolidated statement of changes in equity on
page 67 and page 68 of this annual report and note 27 to the financial
statements, respectively.

DISTRIBUTABLE RESERVES

The Company was incorporated in the Cayman Islands on 6 June 2014. As
at 31 March 2016, the Company’s distributable reserves, calculated under
the Companies Law, Chapter 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands, amounted to approximately HK$187.7
million.

DONATIONS

During the year, the Group made charitable and other donations amounted
to approximately HK$16,000 (2015: approximately HK$40,000).
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MAJOR CUSTOMERS AND SUPPLIERS

Sales attributable to the Group’s largest customer and the five largest
customers accounted for approximately 30.2% and 77.0% respectively of the
Group’s total revenue for the year. The purchases made by the Group from
its largest supplier and the five largest suppliers accounted for approximately
60.2% and 83.4% of the Group’s total purchases for the year, respectively.
Our well-established operating history as one of the top fine jewellery
exporters in Hong Kong has enabled us to forge close, long-term and
trusting relationships with major customers and suppliers.

To the best knowledge of the Directors, neither the Directors, their close
associates, nor any shareholders who owned more than 5% of the Company’s
issued share capital, had any beneficial interest in any of the Group’s five
largest customers or suppliers during the year.

SUBSIDIARIES

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

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during the year are
set out in note 14 to the financial statements.

BORROWINGS

Particulars of borrowings of the Group as at the balance sheet date are set
out in note 23 to the financial statements.

The details of the Group’s charges of assets are set out on page 32.

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

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

Executive Directors

Mr. Kei York Pang Victor (Co-Chairman)
(re-appointed on 10 August 2015)

Mr. Li Man Chun (Co-Chairman)
(re-appointed on 10 August 2015)

Mr. Kei Yeuk Lun Calan
(appointed on 21 July 2014)

Independent non-executive Directors
Mr. Ting Tit Cheung

(appointed on 10 February 2015)
Mr. Chan Chi Kuen

(appointed on 10 February 2015)
Mr. Lo Chun Pong

(appointed on 10 February 2015)

Each of the executive Directors has entered into a service contract with the
Company for a term of three years commencing from 10 February 2015,
which may be terminated by, not less than three months™ notice in writing
served by either party on the other and is subject to termination provisions
therein and provisions on retirement by rotation of our Directors as set forth
in the Articles of Association.
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Each of the independent non-executive Directors has signed a letter of
appointment with the Company for an initial term of one year commencing
from 10 February 2015, subject to retirement by rotation and re-election at
annual general meeting and until terminated by not less than three months’
notice in writing served by either party on the other. The appointments
letters of independent non-executive Directors have been renewed on 10
February 2016.

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

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

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

DIRECTORS’ INTERESTS IN CONTRACTS

There was no contract of significance to which the Company or its holding
company or any of its subsidiaries was a party and in which a Director of the
Company had a material interest subsisted at the end of the year or at any
time during the year.

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

The biographical details of the Directors and senior management of the
Group are disclosed in the section headed “Directors and Senior
Management” on pages 22 to 24 of this annual report.

CONTROLLING SHAREHOLDERS’ INTERESTS IN
CONTRACTS

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

NON-COMPETITION UNDERTAKING BY
CONTROLLING SHAREHOLDERS

Each of the controlling shareholders has made an annual declaration in
respect of their compliance with the terms of non-competition undertaking.

Details of the non-competition undertaking are set out in the section headed
“Relationship with Controlling Sharcholders” of the Prospectus.

The non-competition undertakings in respect of the controlling shareholders
have become effective from the Listing Date.
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NON-COMPETITION UNDERTAKING BY EXECUTIVE
DIRECTORS

Each of the executive Directors of the Company has made an annual
declaration in respect of their compliance with the terms of non-competition
undertaking. The non-competition undertakings in respect of the executive
Directors have become effective from the Listing Date.

The independent non-executive Directors had reviewed and confirmed that
the executive Directors of the Company have complied with the non-
competition undertaking and the non-competition undertaking has been
enforced by the Company in accordance with its terms.

NEW BUSINESS OPPORTUNITY

There was no new business opportunity (as defined in the Prospectus headed
“Relationship with Controlling Shareholders — Deed of Non-competition”)
referred by the controlling shareholders to the Company as provided under
the non-competition undertaking.

SHARE OPTION SCHEME

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

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

Purpose

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

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

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

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

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

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

(iii)  any advisers, consultants, suppliers, customers, agents and related
entities to our Company or any of its subsidiaries.

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

Maximum number of Shares

The maximum number of shares in respect of which options may be granted
under the Share Option Scheme and under any other share option schemes
of our Company must not in aggregate exceed 10% of the total number of
Shares in issue immediately following completion of the Global Offering,
being 16,000,000 shares, excluding for this purpose shares which would have
been issuable pursuant to the Adjustment Option and options which have
lapsed in accordance with the terms of the Share Option Scheme (or any
other share option schemes of our Company). Subject to the issue of a
circular by our Company and the approval of our Shareholders in general
meeting and/or such other requirements prescribed under the Listing Rules
from time to time, our Board may:

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

(i)  grant options beyond the 10% limit to Eligible Participants
specifically identified by our Board. The circular issued by our
Company to our Shareholders shall contain a generic description of
the specified Eligible Participants who may be granted such options,
the number and terms of the options to be granted, the purpose of
granting options to the specified Eligible Participants with an
explanation as to how the options serve such purpose, the information
required under Rule 17.02(2)(d) and the disclaimer required under
Rule 17.02(4) of the Listing Rules.
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Notwithstanding the foregoing, the shares which may be issued upon
exercise of all outstanding options granted and yet to be exercised under the
Share Option Scheme and any other share option schemes of our Company
at any time shall not exceed 30% of the shares in issue from time to time.
No options shall be granted under any schemes of our Company (including
the Share Option Scheme) if this will result in the 30% limit being exceeded.
The maximum number of shares in respect of which options may be granted
shall be adjusted, in such manner as the auditors of our Company or an
approved independent financial adviser shall certify to be appropriate, fair
and reasonable in the event of any alteration in the capital structure of our
Company in accordance with paragraph “Other Information — Share
Option Scheme — Effect of alterations to capital”’in Appendix V to the
Prospectus whether by way of consolidation, capitalisation issue, rights issue,
sub-division or reduction of the share capital of our Company but in no
event shall exceed the limit prescribed in this paragraph.

Maximum number of options to any one individual

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

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

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

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

the highest of:

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

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

(iii)  the nominal value of a Share.

Restrictions on the times of grant of Options

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

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

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

Rights are personal to grantee

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

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

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

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

From the date of adoption of the Share Option Scheme to 31 March 2016,
no options were granted under the Share Option Scheme.

Apart from the aforesaid share option schemes, at no time during the year
ended 31 March 2016 was any of the Company and its holding companies,
subsidiaries and fellow subsidiaries a party to any arrangement to enable the
Directors to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate, and none of the
Directors, or their spouses or children under the age 18, had any right to
subscribe for the shares in, or debentures of, the Company, or had exercise
any such right.

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

As at 31 March 2016, the Directors and chief executive of the Company had
the following interests in the shares, underlying shares and debentures of the
Company, its Group members and/or associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (“SFO”)), as
recorded in the register required to be kept under Section 352 of the SFO or
as otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code contained in the Listing Rules:

Name of Shareholder
R4 B0y RE % B
Mr. Kei York Pang Victor (note 1)

oML (FaE 1) SEARE 5 M

Mr. Li Man Chun (note 2)

Zf oA (Hak2) SR i M A

Capacity/nature of interest

Interest of a controlled corporation

Interest of a controlled corporation
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Approximately

percentage of

shareholding in

Number of shares our Company

A2 v JBERE I

JBe 4 8 H BEAI T 4 L

98,304,016 shares 61.44%
(long position)
98,304,016 /I
()

98,304,016 shares 61.44%

(long position)
98,304,016
()
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Notes: Fff 5
1. These shares are held by KTL International Holdings Limited (“KTL 1. % S 4y = A [ R AT PR A (T = 0 B
International (BVI)”), a company incorporated in the British Virgin BV > B—FN B E LS ([ SRR LS ])
Island (“BVI”), 55.57% sharcholding of which is owned by Universe FEAM RS A A A R > Hiss.57% B HE |
Master Limited (“Universe Master”), a company incorporated in the BVI. Universe Master Limited ([ Universe Master] » % —%
Universe Master is owned by Mr. Kei York Pang Victor (“Mr Kei”) as to TABEE R L BEE M R L A F) A o
79.97%. Mr. Kei is deemed to be interested in the shares held by KTL Universe Master F #0245 M5 55 2B ([ &2 5642 ) R
International (BVI) under the SFO. 79.97% MEHE o HRPE RS XIW BB > oA
Tyt =R (BVT) PG 1Y e vh B WE 55 -
2. These Shares are held by KTL International (BVI), 44.43% sharcholding 2. LA ROy R S AR B BVD A 0 H44.43% B HE
of which is owned by Husheng Holdings Limited (“Husheng Holdings”), HE SR AT BR S A ([ BRI ] > B — R o)
a company incorporated in the BVI. The entire issued share capital of JE LS M ST A T BT lEA o B AL 4
Husheng Holdings is owned by Mr. Li Man Chun (“Mr. Li”). Mr. Li is B E B AT A 2 R e A ([ 22 ) AT - R
deemed to be interested in the Shares held by KTL International (BVI) PR M B - R 5 2R Bl 2 i =R R
under the SFO. (BVI) AT R 1 B4 A 4
INTEREST IN ASSOCIATED CORPORATION TP AH W 2 T - HE i
Approximately
percentage of
Name of associated corporation Name of Director Capacity/nature of interest Number of shares shareholding
W 3 1 4 7 EE s B Wt PEE B H  HREAESL
Universe Master Mr. Kei York Pang Victor Beneficial owner 4,443,415 shares of 79.97%
KA M [E2 ZDN US$1.0
(long position)
4,443,415 [T {H
1.0 FE T
(5F )
KTL International (BVI) Mr. Kei York Pang Victor Interest of a controlled 5,556,585 shares of 55.57%
—FIE [ (BVI) LA corporation US$1.0
Z PR RS (long position)
5,556,585 M I (K
1.0 T Ky
(4r )
KTL International (BVI) Mr. Li Man Chun Interest of a controlled 4,443 415 shares 44.43%
= B (BVI) &3 & e corporation of US$1.0
ZHE N AR (long position)
4,443,415 LTI {E
IES:bNv ey
(5FA)
Universe Master Mr. Kei Yeuk Lun Calan Beneficial owner 1,113,170 shares of 20.03%

AR
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Save as disclosed above, as at 31 March 2016, none of the Directors and
chief executives of the Company had any other interests and short positions
in any shares, underlying shares or debentures of the Company or its
associated corporations (within the meaning of Part XV of the SFO) which
were notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions of the SFO), or
which were required, pursuant to Section 352 of the SFO, to be entered in
the register referred to therein, or which were required, pursuant to the
Model Code of the Listing Rules.

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

As at 31 March 2016, so far as was known to the Directors, the following
persons/entities (other than the Directors or chief executive of the Company)
had, or were deemed to have, interests or short positions in the shares or
underlying shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or which were recorded in the register required to be kept by the Company
under Section 336 of the SFO were as follows:
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Name of Shareholder
iy B YL

KTL International (BVI) (note 1)
=MERE BVD (K1)

Universe Master (note 2)

(ff5E2)

Husheng Holdings (note 3)
HREPE I (KaE3)

Capacity/nature of interest

/g E i

Beneficial owner

A A

Interest of a controlled corporation

2 ) P

Interest of a controlled corporation

2 ik P A

Approximately

percentage of

shareholding in

Number of shares our Company

A AR 2 ) Je i

g < 4| WA 2 b

98,304,016 shares 61.44%
(long position)
98,304,016 /i
()

98,304,016 shares 61.44%
(long position)
98,304,016 /1
(8

98,304,016 shares 61.44%
(long position)
98,304,016 i
(5FR)
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Notes:

1) KTL International (BVI) is a company incorporated in the BVI, the
issued share capital of which is held by Universe Master as to 55.57% and
Husheng Holdings as to 44.43%.

2) Universe Master is a company incorporated in the BVI, the issued share
capital of which is held by Mr. Kei as to 79.97% and Mr. Kei Yeuk Lun
Calan as to 20.03%.

3) Husheng Holdings is a company incorporated in the BVI, the entire
issued share capital of which is held by Mr. Li.

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

COMPETITION AND CONFLICT OF INTERESTS

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

PERMITTED INDEMNITY PROVISION

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

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

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

During the year, neither did the Company nor any of its subsidiaries
purchase, sell or redeem any of the Company’s listed securities.

TAX RELIEF AND EXEMPTION

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

PRE-EMPTIVE RIGHTS

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

Based on information that is publicly available to the Company and within
the knowledge of the Directors, the Company has maintained the prescribed
public float under the Listing Rules up to the date of this annual report.

CORPORATE GOVERNANCE REPORT

Details of the Group’s corporate governance practices can be found in the
Corporate Governance Report contained on pages 33 to 46 in this annual
report.

CLOSURE OF THE REGISTER OF MEMBERS

To determine the eligibility of the shareholders of the Company to attend
the annual general meeting to be held on 15 August 2016, the register of
members will be closed from 11 to 15 August 2016, both days inclusive,
during which period no transfer of shares will be effected. In order to be
entitled to attend and vote at the annual general meeting, all transfer forms
accompanied by the relevant share certificates must be lodged with the
Company’s Hong Kong branch share registrars, Tricor Investor Services
Limited, Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong,
for registration not later than 4:30 p.m. on 10 August 2016.

ANNUAL GENERAL MEETING

The annual general meeting will be held on 15 August 2016. Shareholders
should refer to details regarding the annual general meeting in the circular of
the Company and the notice of meeting and form of proxy accompanying
thereto.

AUDITORS

The financial statements for the year ended 31 March 2016 of the Company
have been audited by Ernst & Young, who will retire at the forthcoming
annual general meeting on 15 August 2016.

By order of the Board

Li Man Chun
Co-chairman

Kei York Pang Victor
Co-chairman

Hong Kong, 20 June 2016
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE
BRE - g LBk

The Group is subject to certain PRC environmental laws and regulations.
The primary wastes generated from the production processes are waste water,
exhaust fumes, noise and solid wastes, which are treated in compliance with
the applicable PRC environmental laws and regulations. The Group has
adopted various policies and put in place internal guidance and arrangements
in order for compliance of the relevant PRC environmental laws and
regulations, including among others of the following:

Waste Water: (i) subsidiary discharging waste water has been
equipped with proper drainage facilities and
obtained Drainage Permit pursuant to the relevant
PRC laws;

(ii)  sewage from production process to be appropriately
treated with recycling engineering for use; and

(iii)  other waste water are sample checked at the sewage
end by Panyu Environmental Monitoring Station
monthly;

Exhaust fumes: (i) ~ production plant has been installed with exhaust
fumes treatment equipment;

(i)  designated staff to inspect exhaust fumes treatment
equipment daily and record maintenance work
conducted; and

(iif)  the relevant tank to be cleaned every month, relevant
filings cleaned every year and changed every three
years;

Noise: (i)  production equipments to produce noise such as air
compressor to be equipped with shock absorber and
sound insulated;

(ii)  noise level is detected by local noise monitoring unit
on ad hoc basis; and

Solid waste: Solid wastes generated from our production processes to be
collected centrally and forwarded to qualified third-party
processing companies for processing.

The subsidiary in the manufacturing has obtained the Pollutants Emission
Permit. The discharge and emission of pollutants are also monitored by
relevant local authority where monitoring reports are submitted regularly for
annual inspection and renewal of the Pollutants Emission Permit.

During the year ended 31 March 2016, there was no incidence of non-

compliance with the relevant environmental laws and regulations that have a
significant impact on the Group.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE

The Group has implemented internal policies and rules to maintain effective
health and safely control, including safe production work requirements, safe
production fire control and management rules, electricity safety management
rules, dangerous chemicals management rules, work safety and health
management rules, emergency management rules, accidents reporting rules.
During the year ended 31 March 2016, there was no material accident
recorded.

The labor union related to the Group, KTL (Guangzhou) labor union
committee establishes up KTL (Guangzhou) labor union labor mediation
committee and KTL (Guangzhou) labor union women workers’ committee,
which takes the function of safeguarding the lawful rights and interests of
the workers in accordance with applicable laws, mediate labor disputes,
safeguard the lawful rights and interests of the female workers in accordance
with the laws and participate in the formulation and perfection of laws and
regulations in relation to the protection of female workers’ rights, etc.

During the year ended 31 March 2016, the Group did not involve any
material labor disputes with employees which had a material adverse effect
on the Group’s operation or financial condition.

The Group commits to social responsibilities which concern about the
livelihood of persons with disabilities that the Group has hired a number of
individuals with disabilities, cooperate with a number of local schools in
Panyu, training institutions and designated as Panyu District Division I
highly skilled personnel training base. The Group actively supports
employment training center in jewellery design and manufacturing training
base construction of Panyu District on train the trainers and hardware
infrastructure. The Group has volunteer teams organised for child welfare,
nursing home and elderly care visits, and bono contributions actions.

Information about the Group’s corporate governance practices and
performance for the year ended 31 March 2016 is set out in the Corporate
Governance Report of this annual report. The Group fully supports its
directors and senior management to develop and refresh their knowledge and
skills, as well as to receive appropriate and adequate training, so to contribute
to the Board and the Group.

B - g RE R

7S [ LB it 1 S BB SR b R ) D A AR A R i B
BARPER » R AR B TARRLE ~ A e b K HE
il B A8 AR AN ~ By 2 B - e R LB i A
B~ TAEZ 2 KA R BEALR - RS A8 BRLR -
WO BRI o R 2 2016483 1 31 H AL AF > 3 %
RO BR AR R g o

SASE WA B T > BIUHER (BN ) & 8 A BRA
TEZ A gL (BN 5 #iARAR LgsH)
oA 1 2 B BOHERD (RN o A R A ) T 20 T
Z B FLIAE 2 AR IR T O T A R I T kb
PR HEds ~ FAMEST TRI% R R O TS
TH A B M i O 25 B A R R R T TR 45 ) A
ERL I E KT -

A E 20163 H 31 H LA > A4 [ B4R 8 37 4%
B A AT ] S5 7 42 [ 1Y) S0 ml B SR D 2 B RO
2 SN

AL E S BTG EAE > BBERRA LA - W
ASENG ) 2 2 B8 N I > Sif B2 TR 9 B A H B A
B RIS & 1 S g 44 2 i 1 [ 30— 3 B Al A 35
A b o A A A S A PR B AR B R O K
e Rl S B A B > LARR BN B R R
S o AR Y 7 T K E A S B AR A R B R
FH R AR RS B -

HRBE 201643 H 31 H L F AL E A EERT
B 2 B BRI AR AR SR O o AR M
2B THT SRFEE S o A LT o R R R B e
A #5245 B T B > R e AR A

2016 Annual Report 4% Ji 5 61



INDEPENDENT AUDITORS’ REPORT
380 7 A Y e

EY::

To the members of KTL International Holdings Group Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of KTL International
Holdings Group Limited (the “Company”) and its subsidiaries set out on
pages 64 to 134, which comprise the consolidated statement of financial
position as at 31 March 2016, and the consolidated statement of profit or
loss and other comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITORS’ RESPONSIBILITY

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

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.
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AUDITORS’ RESPONSIBILITY (CONTINUED)

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditors’ judgement, 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 auditors consider internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view in order to
design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

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

OPINION

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

Ernst & Young

Certified Public Accountants
22/F, CITIC Tower

1 Tim Mei Avenue
Central

Hong Kong

20 June 2016
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

By AR AR B LAt 4 i i 4 %

Year ended 31 March 2016
B 20164F3 H 31 HIRFRE

2016 2015
20164 2015 4F
Notes HK$000 HK$’000
B &E Tt THsTC
REVENUE e 5 4&5 683,687 1,036,824
Cost of sales B8 AR (568,772) (856,541)
Gross profit B 114,915 180,283
Other income HAg A 5 4,243 6,141
Selling expenses FHE R (34,152) (38,527)
Administrative expenses BB (82,388) (99,775)
OPERATING PROFIT 2R A 2,618 48,122
Other expenses, net HoAtb B 335 8E 6 (5,087) (10,293)
Finance costs BB A 7 9,172) (11,232)
Share of loss of a joint venture JEAS A7 A Rl 1 (49) -
(LOSS)/PROFIT BEFORE TAX BRBEHT Of48) B A 8 (11,690) 26,597
Income tax expense I ASBL B 5L 11 (1,812) (6,255)
(LOSS)/PROFIT FOR THE YEAR BEA R A HEAG A2 (),
ATTRIBUTABLE TO THE it 1]
OWNERS OF THE PARENT (13,502) 20,342
OTHER COMPREHENSIVE LOSS TO BE H & MBS P EM 4B E
RECLASSIFIED TO PROFIT OR LOSS 8 #5 iy H: At 2> i fi5 48 »
IN SUBSEQUENT PERIODS, e B IH
NET OF TAX
Change in fair value of an available-for-sale it & 2 N A E )
investment (3,550) -
Exchange differences on translation of A B A S 7 A 1) B b, 25 B
foreign operations (13,045) (172)
OTHER COMPREHENSIVE LOSS FOR  4F i Hfth 2 THi B 48 »
THE YEAR, NET OF TAX BB IE (16,595) (172)
TOTAL COMPREHENSIVE (LOSS)/ A 2PN R
INCOME FOR THE YEAR 2o (s R) /W 5%
ATTRIBUTABLE TO THE OWNERS
OF THE PARENT (30,097) 20,170
(LOSS)/EARNINGS PER SHARE B2 W) 3% 5 I RE o KR A N EAS
ATTRIBUTABLE TO ORDINARY Tk (ER),#F (Adjusted)
EQUITY HOLDERS OF THE PARENT: (4% )
Basic and diluted E-%NSE 3 13 HK$(0.08) HK$0.19
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

B IR DL

Year ended 31 March 2016
BE20164F3 H 31 H ILAFRE

2016 2015
2016 4F 2015 4F
Notes HK$’000 HK$’000
B 5E Tt THsoT
NON-CURRENT ASSETS FE B &
Property, plant and equipment W2~ 7 14 183,029 197,046
Prepaid land lease payments A A T L EROE 15 14,554 15,747
Prepayments for construction in progress e TR TN OA 54 21
Investment in a joint venture NEEARZZE 16 407 -
Available-for-sale investment ] ik s 17 14,470 -
Total non-current assets I B KR 212,514 212,814
CURRENT ASSETS B A
Inventories ey 18 92,025 92,791
Trade receivables & 5 RES I 19 185,936 222,414
Prepayments, deposits and other receivables TR ZIH ~ %4 K HoAh RE i IH 20 32,259 22,429
Tax recoverable JRE W R 3,078 7,135
Prepaid land lease payments TE A 1 A 3K 15 415 436
Pledged bank deposits C KA SRAT A7 3K 21 86,635 117,655
Cash and bank balances P4 JARATAS R 21 62,106 126,468
Total current assets Vi AR 462,454 589,328
CURRENT LIABILITIES i B £ i
Trade and other payables & b B oAb A 22 93,503 124,624
Interest-bearing bank borrowings FATEHUTIHS 23 226,086 290,482
Obligations under finance leases Al L R A 24 927 1,272
Total current liabilities B B=Ki=vk 320,516 416,378
NET CURRENT ASSETS it B R v A 141,938 172,950
TOTAL ASSETS LESS CURRENT s 4RO Vo ) £ A
LIABILITIES 354,452 385,764
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
R E M BIR DLk

Year ended 31 March 2016

B 20164F3 H 31 HIRFRE

2016 2015
2016 4F 2015 4F:
Notes HK$’000 HK$000
B 5 Tt Tisoc
NON-CURRENT LIABILITIES Ik B £ £
Obligations under finance leases Pl A B RS 24 1,614 2,810
Deferred tax liabilities R S I 5 £ 25 225 244
Total non-current liabilities FE G E A E AR 1,839 3,054
Net assets & e 352,613 382,710
EQUITY HE %
Equity attributable to owners of the parent B/ w4 A REAS HE 45
Share capital li&N 26 800 800
Reserves fiti it 27 351,813 381,910
Total equity T 25 JEHH 352,613 382,710
Kei York Pang Victor Li Man Chun
Faka g3
Director Director
HF =R
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
B RELR SR Bh R

Year ended 31 March 2016

BE20164F3 H 31 H ILAFRE

Attributable to the owners of the parent

B AR ATELG
Statutory Exchange
Share Share surplus Merger Capital ~ fluctuation  Retained Total
capital  premium reserve reserve surplus reserve profits equity
EER R AN H)
A el i AU EARER e REER MR
HK$000  HK$000 HK$000 HK$000 HK$000 HK$000 HK$000  HKS$000
T T Tt T T T T Tl
Notes (note 26)  (note26)  (note27)  (note 27)
WEE (WRE20)  (MFE2e)  (MEE27)  (MHRE27)
Ac T April 2014 201444 11 H - - 3,985 1,950 - 17322 172753 196,010
Profit for the year AR 1A i - - - - - - 20,342 20,342
Other comprehensive loss for the year: 4 [ H At 2 T 548
Exchange differences on translation BB EREE
of foreign operations 11 0 5, 2 7 - - - - - (172) - (172)
Total comprehensive income R A IR A AR
for the year - - - - - (172) 20,342 20,170
Issue of shares on incorporation SRR TR 2600 10 - - - - _ _ 10
Issue of shares in the Reorganisation T 1R 21T/l
(as defined in note 2.2) (EFMEE2.2) 26(d) 10 - - (10) - - - -
Capitalisation of an amount due to  ME L HEHE I/ 7]
the immediate holding company ~ FUHE AL 28(b) - - - - 105,366 - - 105,366
Transfer from retained profits R R B o - - 1,771 - - - (1,771) -
Capitalisation issue of shares BRI BT IR 26(e) 500 (500) - - - - _ _
Issue of shares pursuant to initial RIFE R A HEE
public offering (‘IPO”) (THRAHEEE ]
BT 26() 280 83,720 - - - - ~ 84,000
Share issue expenses Rt 347 B 26(f) - (22,846) - - - - - (22,8406)
At31 March 2015 201543131 B 800 60374 5756 1940 105366 17,150 191324* 382,710
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
& HE 25 55 B R

Year ended 31 March 2016

B 20164F3 H 31 HIRFRE

Attributable to the owners of the parent

BRI A N\ LS
Available-
for-sale
Statutory investment  Exchange
Share Share surplus Merger Capital revaluation fluctuation  Retained Total
capital  premium reserve reserve surplus reserve reserve profits equity
HAf
%
e H % AR MW H

JeA e el GORREAE  EOARKLER [ i el PRETEA HEAEALE
HK$000 HK$000 HK$'000 HK$'000 HK$000 HK$000 HK$'000 HK$'000 HKS$000
Tz  T#x  T#x  T#x  T#x  T#x  T#x  T#x  T#xn

(note 26)  (note26)  (note27)  (note27) (note 17)
(W3k26)  (WaE26)  (WeE27)  (Wk27) (H3k17)
Ac 1 April 2015 R20154E4 1A 800 60,374 5,756 1,940 105,366 - 17,150 191,324 382,710
Loss for the year R - - - - - - - (13,502) (13,502)
Other comprehensive loss AR A2 T
for the year: 518 -
Changes in fair value of an ik e g
available-for-sale investment NG - - - - - (3,550) - - (3,550)
Exchange differences on HBRBRINERE
translation of foreign AT SR
operations - - - - - - (13,045) - (13,045)
Total comprehensive loss AT R AR
for the year - - - - - (3,550) (13,045) (13,502) (30,097)
Transfer from retained profits B AR R A - - 1,197 - - - - (1,197) -
At 31 March 2016 201643 431 H 800 60,374* 6,953* 1,940% 105,366* (3,550)* 4,105% 176,625* 352,613

* These reserve accounts comprise the consolidated reserves of * WA A IR AR S BRI R AR A R R
approximately HK$351,813,000 (2015: approximately HK$381,910,000) 351,813,000 ¥ 7T (2015 4F : 381,910,000 #7T) °

in the consolidated statement of financial position.
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