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Financial Highlignts

Year ended Year ended
29 February 28 February
2016 2015 Change
RMB million RMB million
Profit and Loss Highlights
Revenue 1,621.4 1,683.0 -3.7%
Consolidated Profit Attributable to Owners of the
Company 122.1 189.3 -35.5%
Underlying Profit Attributable to Owners of the
Company 129.0 179.2  -28.1%
Basic Earnings per Share (RMB Cents) 17.28 26.84 -35.6%
Balance Sheet Highlights
Total Equity 1,312.5 1,266.7 +3.6%
Net Cash Balances 543.5 517.2 +5.1%
Net Assets Value per Share (RMB) 1.86 1.79 +3.9%
Net Cash per Share (RMB) 0.77 0.73 +5.5%
Other Key Ratios
Stock Turnover (Days) 257 231
Quick Ratio (Times) 3.3 3.1

Gearing Ratio (%)

Note: Underlying profit attributable to owners is an indicator of the performance of the Group’s core footwear
business, calculated by deducting share of profit of joint venture, rental income, gains from disposal
of property and foreign exchange gains and losses from profit for the year attributable to owners of
the Company.
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Corporate Information
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Shareholder Information

FINANCIAL CALENDAR

2015/16 Interim Results Announcement 26 October 2015
Payments of 2015/16 Interim Dividend 20 November 2015
2015/16 Annual Results Announcement 18 May 2016
Closure of Register of Members for Annual General Meeting

(both days inclusive) 7-11 July 2016
Annual General Meeting 11 July 2016
Closure of Register of Members for Proposed 2015/16 Final Dividend

and Special Dividend (both days inclusive) 18-19 July 2016
Payment of Proposed 2015/16 Final Dividend and Special Dividend 28 July 2016
SHAREHOLDER SERVICES INVESTOR RELATIONS

For enquiries about share transfer and For enquiries relating to investor relations,
registration, please contact the Company’s please email to ir@lesaunda.com.hk or write

branch share registrar in Hong Kong: to the Company at:
Computershare Hong Kong Investor Le Saunda Holdings Limited
Services Limited 17th Floor

Units 1712-1716, 17th Floor 1063 King’s Road

Hopewell Centre Quarry Bay, Hong Kong

183 Queen’s Road East

Wan Chai, Hong Kong Telephone: (852) 3678 3200
Facsimile: (852) 2554 9304

Telephone: (852) 2862 8555
Facsimile: (852) 2865 0990

Holders of the Company’s ordinary shares

should notify the above registrar promptly of
any change of their address.
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Key Milestones

On August 8, the railway train under Guangzhou Tower was decorated as
“Fortune Train”, where Ms. Alice Lau, the CEO of le saunda, and movie star,
Mr. Louis Koo kicked off a month-long branding event “Fortune Journey”. In
addition, a book donation conducted at le saunda and CNE stores, with the aim
to provide extra-curricular reading opportunity to children in under-developed
areas. le saunda and CNE 2015 autumn/winter collections were also launched,
models showing the uniqueness of the new collections.
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LL, Key Milestones
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le saunda’s Senior Associate, Mr. FEric
Wan, with his swift response, sincere
service and positive attitude, won the
championship at the 30th “2015 Service
& Courtesy Award — Footwear Category
(Junior Frontline Level)” and “Excellent
Service Star Award” issued by the Hong
Kong Retail Management Association.
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le saunda was pleased to be the Pink Sponsor of “The 5th
Race with Pink Heels” held in November 2015 at Stanley Main
Street in Hong Kong, which organized by “The Hong Kong
Hereditary Breast Cancer Family Registry”. During the event, le
saunda had a booth to sell the pink heels and flowers, and all
income was donated to Hong Kong Hereditary Breast Cancer
Family Registry.
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With the aim to promote the brand
in international market, le saunda
co-operated with Taiwan’s budding
designer brand “abcense” to develop
“VOGUE Talents for Asia” Supermodel
Catwalk Series. In November 2015,
Elite models showcased “le saunda x
abcense” series at “The 32 Elite World
& VOGUE Talents Final”. “abcense
for le saunda” also took part in the
“SUPER N.7” fashion exhibition in Milan,
ltaly, which obtaining overwhelming
responses from medias, designers,
superstars and veterans.
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Key Milestones

On 26 March, le saunda store had a grand-opening at Parc Central in Guangzhou, the Group
specially arranged “Big Monster” for photo-shooting with fans and also participated in the
“uber x Parc Central” activity.

On 30 March, LINEA ROSA store had a grand-opening at Parc Central in Guangzhou.
Meanwhile, a Poolside Party was held at E coffee in Tianhe Sports Centre, Guangzhou, for
LINEA ROSA 2016 spring/summer fashion show.
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Chairman’s Statement

Dear Shareholders,

On behalf of the board of directors (the “Board”), | am pleased to present the annual report
on the results of Le Saunda Holdings Limited (“Le Saunda” or the “Company”) and its
subsidiaries (the “Group”) for the financial year ended 29 February 2016 (the “year under
review”).

The slowdown in China’s economic growth continued in 2015 amid increased volatilities in
the stock market and the foreign exchange market and lacklustre sentiments in the retail
market. It is worth noting that there was an apparent slowdown in growth for China online
retail sales following the slowdown in growth for its physical retail sales in the past few years,
indicating the lack of a driving force for both online and offline retailing. More challenges were
confronted by retail operators, such as the diversion of purchasing power from traditional retail
channel to e-commerce channel, the diminishing appeal to consumers with homogeneous
products and services, and the significant change in the pattern of consumers’ behavior. The
Group endeavoured to maintain stable business development as it actively adjusted its
strategies and embraced such challenges with full confidence.

The shopping behavior of consumers in China has evolved from satisfaction of functional needs
to the pursuit of quality and fulfilment of individual needs. During the year under review, the
Group capitalised on relevant market opportunities and increased its supply of leisure styles
and fashionable young personalised lines to meet market demands. On the channel front, we
spared no effort in the dual development of online and offline sales with “same style same
price” principle, and sought to operate the two channels with complementary products.

During the year under review, the Group accelerated the development of its database system
and the integration of the omni-channel platforms to transfer all processes into the IT system.
In the future, such system will support our digitalised platform, smart footwear selection at
shop and digitalised manufacturing, and facilitate full integration of online and offline operations
in respect of products, pricing, membership, logistics and payment methods. A highly data-
oriented operating model will allow faster response to the market in design, product
development and supply chain management, which will in turn enable us to offer designs in
closer tandem with fashion trends and develop more sub-segment fashion lines and fully deploy
our 020 model. With the implementation of scientific management on our digitalised platform
in the future, we will streamline and flatten our corporate structure to enhance efficiency.

The Group has noted a significant change in the pattern of consumers’ behavior in recent
years. On one hand, there is no doubt that consumers’ demand for high quality products
should stimulate more spending. On the other hand, there is an increasing emphasis on the
experience gained throughout the shopping process, which means what a consumer purchases
is not just the product, but also the value of the shopping experience. The Group is of the
view that experiential shopping will become a dominant trend in the future, while the most
important advantage of physical stores is exactly their ability to offer valuable shopping
experiences. As such, the Group is actively studying the transformation of offline physical
stores in this direction.

le saunda holdings ltd. ANNUAL REPORT 2016
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Chairman’s Statement

In the future, the Group’s offline operations will continue to feature the high-end LINEA ROSA
brand and the mid- to high-end le saunda brand with the offering of fine and exquisite products.
We will seek to increase the repeat purchase ratio by attracting consumers with fashionable
designs and valuable shopping experience. Online sales will be conducted on the digitalised
platform and the mass market will be tapped with swift response. Meanwhile, we will optimize
the product mix of our CNE brand and further open O20 stores to facilitate two ways flow
of customers between online and offline operations.

| believe that brand operators will face different kind of problems from time to time, but
challenges will always come with opportunities. Reacting faster than other competitors in
resolving the problems into opportunities is critical in confronting all such challenges. No doubt,
a well-defined strategic direction for development and precise brand positioning underpinned
by practical plans will facilitate the Group’s further growth and expansion. On behalf of the
Board, | would like to express sincere gratitude to all shareholders and customers for their
longstanding support. Thanks are also due to our employees for their contributions. | will
continue to work with my colleagues on the Board to seize opportunities and make innovative
moves in the fast-changing retail market, with the aim of delivering sustainable and lucrative
returns to shareholders.

James Ngai
Chairman

Hong Kong, 18 May 2016
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Management’s Discussion and Analysis

FINANCIAL REVIEW

OPERATING RESULTS

The Group is engaged in the design, development, manufacturing and retailing of ladies’ and
men’s footwear, handbags and fashion accessories in Mainland China, Hong Kong and Macau
under a vertically-integrated business model. The major proprietary brands of the Group include
le saunda, le saunda MEN, LINEA ROSA and CNE, which aim to appeal to diversified target
customer groups with their distinctive product lines.

In the fiscal year 2015/16, total revenue of the Group decreased by 3.7% year-on-year to
RMB1,621,400,000 (2014/15: RMB1,683,000,000). Consolidated gross profit dropped by 5.4%
to RMB1,069,800,000 (2014/15: RMB1,131,000,000). The Group recorded an overall gross
profit margin of 66.0%, representing a year-on-year decrease by 1.2 percentage points.
Consolidated profit attributable to owners of the Company decreased by 35.5% to
RMB122,100,000 (2014/15: RMB189,300,000) compared to last year. The underlying profit
attributable to owners of the Company, which reflected the performance of the Group’s core
footwear business, decreased by 28.1% year-on-year to RMB129,000,000 (2014/15:
RMB179,200,000).

RMB million 2015/16 2014/15 Change
Revenue 1,621.4 1,683.0 (8.7%)
Gross profit 1,069.8 1,131.0 (5.4%)
Gross profit margin 66.0% 67.2% (1.2 percentage points)
Underlying profit attributable
to owners 129.0 179.2 (28.1%)
Consolidated profit attributable
to owners 122.1 189.3 (85.5%)
Final dividend (HK cents) 7.0 14.0 (50.0%)
Special dividend (HK cents) 3.0 Nil N/A
Annual dividend pay-out ratio 73.8% 59.6% 14.2 percentage points
Bonus issue Nil For 1 bonus
share for every
10 shares
in issue

le saunda holdings Itd. ANNUAL REPORT 2016

13

A







FINANCIAL REVIEW (coNTINUED)

PROFITABILITY ANALYSIS

During the year under review, affected by the sluggish sentiments in the retail markets of
Mainland China and Hong Kong as well as abnormal warm winter, the Group’s total revenue
decreased by 3.7% year-on-year to RMB1,621,400,000 (2014/15: RMB1,683,000,000). The
Group enhanced its efforts in clearing current winter and off-season products in order to lower
its inventory levels. As a result, gross profit margin decreased by 1.2 percentage points year-
on-year to 66.0%. The Group recorded a gross profit of RMB1,069,800,000 (2014/15:
RMB1,131,000,000), representing a year-on-year decline of 5.4%.

Selling and distribution expenses increased by 2.4% vyear-on-year to RMB730,100,000
(2014/15: RMB712,600,000), reflecting substantial increase in marketing expenses that brought
by sharp increase in online promotions, to counter the slowdown in sales brought by sluggish
macro-economic environment. Together with the inflation-linked annual increase in the labour
cost of sales personnel, the ratio of selling and distribution expenses to total revenue increased
to 45.0% (2014/15: 42.3%), representing an increase of 2.7 percentage points. During the
year under review, advertising and promotional expenses accounted for 3.6% of total revenue,
representing an increase of 1.0 percentage point. In addition to the abovementioned increase
in online promotional expenses during the year under review, the Group introduced a number
of new, large-scale promotional activities to strengthen brand building and further enhance its
brand awareness.

General and administrative expenses decreased by 3.0% to RMB198,200,000 (2014/15:
RMB204,300,000) compared to last year. General and administrative expenses as a percentage
of total revenue accounted to 12.2% (2014/15: 12.1%), representing a year-on-year slightly
increase of 0.1 percentage point.

Other income increased by 41.0% to RMB38,800,000 (2014/15; RMB27,500,000), representing
mainly increase in government incentives granted by local government in recognition of the
Group’s contributions to local economic development and the creation of job opportunities.
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FINANCIAL REVIEW (coNTINUED)

PROFITABILITY ANALYSIS (CONTINUED)

Other gains and losses mainly included the losses brought by change in exchange rates and
gains derived from property. The Group’s exchange losses increased by RMB5,900,000 as a
result of the fluctuation of the RMB exchange rate during the year. In last financial year, gains
from the disposal of a property and revaluation on investment properties amounted to
RMB7,100,000. Altogether, the Group booked a net loss of RMB10,800,000 this financial year
(2014/15: net gain of RMB2,500,000).

Consolidated profit attributable to owners of the Company decreased by 35.5% year-on-year
to RMB122,100,000 (2014/15: RMB189,300,000). Basic earnings per share decreased by
35.6% year-on-year to RMB17.28 cents (2014/15: RMB26.84 cents). In return for the
shareholders’ longstanding support, the Board recommended a final dividend of HK7.0 cents
and a special dividend of HK3.0 cents per ordinary share (2014/15: final dividend of HK14.0
cents). Together with the interim dividend of HK5.7 cents, the total dividend for this fiscal year
was HK15.7 cents per ordinary share, representing a high dividend payout ratio of 73.8%
(2014/15: 59.6%).

INCOME TAX EXPENSE

During the year under review, income tax expenses amounted to approximately RMB55,000,000
(2014/15: RMB67,300,000), representing a decrease of 18.3% year-on-year. Effective from
2012, all business entities of the Group in China are subject to an income tax rate of 25%,
while the profit tax rate for corporations in Hong Kong remains at 16.5%. Pursuant to the
Enterprise Income Tax Law of the People’s Republic of China, a withholding income tax of
5-10% shall be levied on the dividends remitted by a Chinese subsidiary to its foreign parent
company starting from 1 January 2008. Excluding the losses not subject to taxation, the
effective tax rate of the Group was 29.0% during the year under review (2014/15: 26.5%).

INVENTORY MANAGEMENT

As at 29 February 2016, the Group’s inventory balance was RMB441,800,000, up 6.4% from
RMB415,200,000 as at the same date last year. Inventory turnover days of finished goods
increased by 26 days to 257 days (28 February 2015: 231 days).
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Management’s Discussion and Analysis

FINANCIAL REVIEW (coNTINUED)

INVENTORY MANAGEMENT (CONTINUED)
A breakdown of inventory balance was as follows:

As at As at
29 February 28 February Changes Changes
RMB (million) 2016 2015 in value in %
Raw materials and work-in-progress 37.9 41.7 (3.8) (9.1%)
Finished goods 403.9 373.5 30.4 8.2%
Total 441.8 415.2 26.6 6.4%

During the year under review, the inventory of raw materials and work-in-progress decreased
by 9.1% year-on-year, reflecting effective control on the inventory of raw materials. The 8.2%
increase year-on-year in the inventory of finished goods was attributable to two factors: the
over-stocking of slow-moving winter merchandise brought by the abnormal warm weather;
and earlier delivery of next season products that increased items of the latest spring/summer
collections to approximately 28% of the inventory (28 February 2015: 27%). Nevertheless, the
Group believes that its current inventory remains at a healthy level, as it has been exercising
strict control over the stock age of its inventory. As at 29 February 2016, approximately 80%
of the Group’s finished goods had a stock age of less than one year (28 February 2015:
83%).

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s financial position remained very strong and healthy. As at 29 February 2016, the
Group’s cash and bank balance amounted to RMB543,500,000 (28 February 2015:
RMB517,200,000), an increase by 5.1% year-on-year. The quick ratio was 3.3 times (28
February 2015: 3.1 times). During the year, the Group had borrowed and repaid short-term
bank loans amounting to RMB42,200,000. As at the fiscal year-end date, the Group had no
outstanding bank loan (28 February 2015: Nil). Forward contracts will be used, if necessary,
to hedge related debts and bank borrowings arising from overseas purchases. The Group did
not enter into any forward contracts to hedge its foreign exchange risks during the year. In
addition, working capital requirements for business operations in Mainland China will be
financed by loans denominated in Renminbi from local banks when necessary.

During the year ended 29 February 2016, the Group’s cash and bank balances were held in
Hong Kong dollars, US dollars, Euro and Renminbi and were deposited in leading banks with
maturity of less than one year.

Based on the Group’s steady cash inflow from its operations, coupled with its existing cash
and banking facilities, the Group has adequate financial resources to fund its future needs.

le saunda holdings ltd. ANNUAL REPORT 2016

17



Management’s Discussion and Analysis

BUSINESS REVIEW

OVERVIEW

The PRC economy remained weak in 2015, as the gross domestic product (GDP) growth
further slowed down to 6.9%, the lowest level since 1991. Signs of weakness were emerging
despite the Chinese government’s effort to reverse the trend of economic slowdown. Under
the new normal economic conditions, the retail industry continued to face unyielding costs
and rising expenses, resulting in the further squeezing of profit margin. Moreover, significant
changes were noted in the shopping habits of consumers, who became more focused on
shopping experience and personalised fashion. Retailers were forced to seek breakthroughs
and changes in response to the lacklustre market.

While the pace of growth slowed down for both online and offline spending, there was an
increasing demand for high-quality products from consumers. The growth in individual retail
spending had evolved such that it was driven by both the improvement in quality and the
growth in quantity. The customers’ demand for the fulfillment of functional needs had developed
into the demand for the satisfaction of personal sentiments. In addition to basic daily-life
requirements, consumers were seeking realization of personal tastes as the PRC retail market
entered into a new stage. The Group is of the view that the challenge for retailers was
essentially a question of how to capitalise on the spending powers of consumers. During the
year, the Group adjusted its strategy in a timely manner to actively respond to the adversities
in the market, while making strong efforts to seize opportunities presented by the changing
trends in consumer spending.

RETAIL BUSINESS

The total retail sales of consumer goods in Mainland China increased by 10.7% in 2015, year-
on-year, representing a slowdown in growth rate by 1.3 percentage points. For the year under
review, the total retail revenue of the Group decreased by 3.7% year-on-year to
RMB1,621,400,000 (2014/15: RMB1,683,000,000). Same-store sales for the full year decreased
by 8.0% (2014/15: increased by 7.5%) as a result of: 1) ongoing sluggishness in overall retail
spending in line with slackened economic growth in Mainland China; 2) undermined consumers’
confidence and willingness to spend after several substantial corrections in the stock market
and foreign exchange market; 3) slow sales of winter merchandise as affected by abnormal
warm weather; 4) increase in the number of outbound tourists in recent years taking away
some of the consumption in China; and 5) a high base for comparison after consecutive years’
of rapid same-store growth. As more and more consumers prefer younger styles and the
diversification and stratification in retail spending becomes more apparent, the Group will
change its methods in the future to strengthen its analysis and study of popular trends and
patterns of consumer behaviors based on Big Data, in a bid to enhance consumers’ shopping
experience and thereby improve same-store sales.
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Management’s Discussion and Analysis

BUSINESS REVIEW (CONTINUED)

RETAIL BUSINESS (CONTINUED)

Retail Network

Mainland China remains the key market of the Group’s retail business. As at the year-end
date, the Group had a retail network comprising 896 stores in Mainland China, Hong Kong
and Macau, representing a net reduction of 8 stores compared to the end of the prior year.
The increase in the number of self-owned stores was offset by the decrease in the number
of franchised stores during the year. New stores were mainly high-end LINEA ROSA stores
and CNE 020 stores.

As at the year-end date, there were 663 core brand le saunda stores and 61 le saunda MEN
stores, representing net reductions of 36 and 10 stores, respectively, as compared to that as
at the end of last year. As for LINEA ROSA, our high-end fashionable brand, a moderate pace
of new-store opening was sustained amid adverse market conditions with a net addition of
16 stores to bring the total number to 68 stores. CNE O20 stores increased from 8 to 25
stores.

As at 29 February 2016, the breakdown of the Group’s retail network was as follows:

Self-owned Franchise Total

Number of Outlets (Year-on-year (Year-on-year (Year-on-year
by Region change) change) change)
Mainland China 778 (+28) 106 (-28) 884 —
e Northern, Northeastern &

Northwestern Regions 189 (=2 89 (-4) 278 (-6)
e FEastern Region 236 (+8) — (-2) 236 (+6)
e Central and Southwestern

Regions 175 (+14) 14 (-13) 189 (+1)
e Southern Region 178 (+8) 3 (-9) 181 1)
Hong Kong and Macau 12 (-8) — — 12 (-8)
Total 790 (+20) 106 (-28) 896 (-8)

le saunda holdings ltd. ANNUAL REPORT 2016

19



Management’s Discussion and Analysis

BUSINESS REVIEW (CONTINUED)

RETAIL BUSINESS (CONTINUED)

E-commerce business

According to statistics announced by the PRC Ministry of Commerce, online purchases in
China grew by 33.3% in 2015, representing a significant slowdown in growth pace by 16.4
percentage points as compared to the previous year. The growth pace was slowed down
after the phenomenal growth seen in previous periods. E-Commerce players were facing issues
such as the slowdown in sales growth, swiftly rising channel costs and escalating competition.

During the year under review, the Group was vigorously driving the integration between physical
stores and online stores, striving to meet the needs of consumers at different levels with
personalised and youthful designs. In view of the rapidly-increasing ratio of online shopping
via mobile terminals, our e-commerce team focused on mobile shopping in close tandem with
retail spending trends and redesigned the web pages targeting specific marketing groups
based on the outcome of data analysis, in a bid to increase the conversion rate. For the year
under review, revenue from e-commerce increased by approximately 25%, year-on-year. In
the future, we will, supported by data analysis, refine the operation of e-commerce and reduce
its costs in a bid to increase its output ratio.

Integration of online and offline marketing

During the year under review, the Group continued to enhance brand building by increasing
online and offline interactive marketing activities through resources-sharing. During the year,
the Group organised a number of mega branding campaigns, such as the decoration of railway
train under the Guangzhou Tower, the new landmark of Guangzhou, into the “Fortune Train
(FEBFIE)” for the launch of the Group’s autumn/winter collections. Meanwhile, a month-long
campaign known as “Fortune Journey (¥4&2 &)’ was introduced, in which games were
designed and coupons for online shops were handed out as prizes to passengers. The Group
also organised a branding day in association with Tmall to pre-launch its autumn/winter
collections at the Group’s official flagship stores on the platform. Coupons were handed out
to customers through various interactive online initiatives and offline scanning. Moreover, the
Group was actively engaged in online branding promotion via social media with the publication
of latest product information on its official Facebook and Wechat accounts, generating positive
results in interaction with customers.

With further improvements in living standards, the new generation of consumers emerging in
recent years have shown more care for the society. On the other hand, enterprises also
concern more about their corporate culture and social responsibilities. Under these
circumstances, the Group has increased its input in social charity campaigns. During the
month-long branding activity known as “Fortune Journey”, le saunda and CNE stores organised
a book donation initiative to provide children in under-developed areas with extra-curricular
reading opportunities. In Hong Kong, le saunda sponsored the “The 5th Race with Pink Heels”,
and donated all income from a charity bazaar to Hong Kong Hereditary Breast Cancer Family
Registry.
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Management’s Discussion and Analysis

BUSINESS REVIEW (CONTINUED)

RETAIL BUSINESS (CONTINUED)

Integration of online and offline marketing (Continued)

In addition, the Group was committed to enhance its brand reputation in the international
market. le saunda worked with “abcense”, a budding designer brand in Taiwan, to develop
the “VOGUE Talents for Asia” super model T contest series, which showed up in the 32nd
Elite World & VOGUE Talents Final. Furthermore, “abcense for le saunda” took part in the
“SUPER N.7” fashion exhibition in Milan, addressing overwhelming responses in the market.
This year, the Group will pre-launch the “abcense for le saunda” series to customers via both
online and offline channels.

During the year under review, the Group’s staff won the championship at the 30th “2015
Service & Courtesy Award — Footwear Category (Junior Frontline Level)” and “Excellent Service
Star Award” issued by Hong Kong Retail Management Association (HKRMA). Furthermore,
LINEA ROSA brand won “Service Category Leader — Footwear” Award at Mystery Shoppers
Programme organized by HKRMA. “Service & Courtesy Award” is regarded as “Oscar Award”
in the retail industry, and the Group has won the award for consecutive years, reflecting the
Group’s consistent emphasis on high quality products and service as its core value.

MAINLAND CHINA

Though domestic retail market further weakened in 2015, the Group’s retail sales in Mainland
China decreased slightly by 0.9% to RMB1,510,700,000 (2014/15: RMB1,524,000,000), which
was better than the overall decline in Group’s revenue. Such result was mainly attributable to
the following: 1) a stable loyal customer base brought by the Group’s reputation of products
with “sophisticated styles with top quality”; 2) the Group’s consistent moves to close
underperforming stores and open new ones to drive sales; 3) the launch of popular casual
designs with elements favoured by young people to meet the market demands; 4) a higher
ratio of repeat purchases benefitting from innovative marketing approaches on both online and
offline channels to facilitate close interaction with VIP customers.

HONG KONG AND MACAU

According to statistics announced by the Hong Kong government, the Hong Kong’s retail
sales for 2015 decreased by 3.7%, year-on-year, representing the largest setback since the
outbreak of SARS in 2003. As more PRC tourists preferred to outbound travel to the countries
where they could enjoy the appreciation of RMB in recent years, the number of PRC inbound
tourists in Hong Kong has dropped continuously. The Group’s sales in Hong Kong and Macau
decreased by 29.2% year-on-year to RMB110,700,000 (2014/15: RMB156,400,000) , and the
Hong Kong and Macau business unit changed from profitable to making loss. During the year
under review, there was a net decrease of 8 stores in Hong Kong and Macau, reducing the
total number of stores in Hong Kong and Macau to 12. The Group is of the view that after
the shop rental in Hong Kong adjusted back to a normal level, the opportunities of opening
new stores would appear again.
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Management’s Discussion and Analysis

OUTLOOK AND LONG-TERM STRATEGIES OF THE
GROUP

Retailers in China are facing challenges at multiple levels, as the domestic retail market is
undergoing a period of transformation amid the “new normal” economy in China. Urban
disposable income is actually on the rise, even though ongoing weakness is noted in consumer
spending. Hence, it is the pattern of consumers’ behavior that has been changing. Furthermore,
the consistent erosion of profit margin by unyielding expenses has also put long standing
pressure on retailers. In response to the latest changes in market conditions, the Group will
conduct a range of strategic adjustments with the aim of increasing its revenue through
consumer spending driving by shopping experience, while striving to streamline its organisational
structure to cut the operating costs.

In recent years, consumers’ behavior has been increasingly characterised by the pursuit of
personal identity and fulfilment of personal sentimental needs. The Group is of the view that
spending driven by shopping experience will become a dominant trend in the future, and
physical stores will be in a more advantageous position to offer personalised shopping
experiences to customers. What a customer purchased at a store is not just the product, but
also the value of the experience realized in shopping.

The Group will make projections on the pattern of consumers’ behavior through the collection
of data on consumers’ purchase preferences, spending habits and purchase frequency. On
this basis, it will conduct product analysis and formulate pricing strategies in a more timely
and efficient manner in response to market needs, with the aim of driving sales with services
and products meeting the consumers’ expectations.

Cost-cutting represents an impending task for business operators who suffer from lacklustre
sales growth. The Group will resort to more vigorous organisational restructuring to streamline
its workforce in the future. More extensive and precise applications of data and systems in
daily operation will facilitate a more streamlined corporate structure. Meanwhile, the Group will
continue to optimise its store network by closing down underperforming stores and opening
new ones at shopping malls.

The 020 retail model emerging in recent years is essentially an extension of online retailing
to offline setups, which brings a more efficient and convenient shopping environment for
customers. It is important to note, however, that the 020 model must be highly relying on
data, which is one of the reasons why the Group has been making vigorous efforts to upgrade
its POS system in recent years. The consumers will experience not only the diversification of
shopping channels, but also enjoy the convenience brought by integration of a variety of daily
services on different channels. In the future, the Group will further develop its 020 model by
opening more stores.
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Management’s Discussion and Analysis

OUTLOOK AND LONG-TERM STRATEGIES OF THE
GROUP (CONTINUED)

Moreover, as fashion trends have been changing at a much faster pace than before, the Group
will try to identify consumer demands in different market segments and enhance its offering
of products and services with shopping environment and trendy design elements that appeal
to young consumers. In the future, the Group will continue to optimise its product mix by
increasing the offering of leisure and fashionable styles so as to enhance consumers’ shopping
experience. The Group will also continue to upgrade its IT systems to facilitate smart footwear
selection and digitalised manufacturing. It will continue to consolidate its omni-channel
platforms to facilitate full integration of online and offline products, pricing, memberships,
logistics and settlement in support of the development of more sub-segment fashion lines in
the future.

The Group anticipates the lacklustre sentiments prevailing in the retail market will last for one
to two years and retailers will still face enormous challenges ahead. The Group will make
strong efforts to drive internal reforms and address such challenges by diversifying its revenue
sources and enhancing cost reduction. In terms of new revenue sources, we will insist on our
core edge to offer premium formal footwear for the medium- to high-end market, while seeking
to optimise our product mix to explore the young-line products with unique functional and
fashionable features. In terms of cost reduction, we will streamline our processes through more
extensive applications of systems to achieve cost reduction and efficiency enhancement on
both the retail and manufacturing ends, in order to build a solid foundation for rapid
development in the future.

The Group is committed to the transformation from a traditional vertically integrated offline
retailer to an omni-channel operator which is highly data-oriented, and introduce a new retail
model with swift 020 deployment. With a clear direction, a strong brand name and product
lines with premium quality, the Group is poised to generate sustainable returns for shareholders
as it embraces the new age of retail driven by both online and offline operations.

PLEDGE OF ASSETS

As at 29 February 2016, bank deposits of RMB2,300,000 (28 February 2015: RMB2,800,000)
have been pledged as rental deposits for certain subsidiaries of the Group.

CORPORATE GUARANTEES

The Company has given corporate guarantees in favour of banks for banking facilities granted
to certain subsidiaries on letters of credit and bank loans to the extent of RMB210,800,000
(28 February 2015: RMB186,800,000), of which RMB3,600,000 (28 February 2015:
RMB5,800,000) was utilised as at 29 February 2016.
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Management’s Discussion and Analysis

DIVIDEND

The Board has recommended to declare a final dividend of HK7.0 cents (the “Final Dividend”)
and a special dividend of HK3.0 cents (the “Special Dividend”) per ordinary share for the year
ended 29 February 2016 (28 February 2015: a final dividend of HK14.0 cents) to the
shareholders of the Company (the “Shareholders”) whose names appear on the Register of
Members of the Company on Tuesday, 19 July 2016. The proposed Final Dividend and Special
Dividend are subject to the approval of the Shareholders at the forthcoming annual general
meeting (the “AGM”) of the Company. If passed, the Final Dividend and Special Dividend are
expected to be paid on or around Thursday, 28 July 2016, while a circular containing further
details of notice of the AGM will be despatched to the Shareholders as soon as practicable.

The Board declared the payment of an interim dividend of HK5.7 cents per ordinary share for
the six months ended 31 August 2015 (2015: interim dividend of HK8.0 cents).

EMPLOYEES AND REMUNERATION POLICIES

As at 29 February 2016, the Group had a staff force of 5,286 people (28 February 2015:
5,382 people). Of this number, 150 were based in Hong Kong and Macau and 5,136 in
Mainland China. The remuneration level of the Group’s employees was in line with market
trends and commensurate to the levels of pay in the industry. Remuneration of the Group’s
employees comprised basic salaries, bonuses and long-term incentives. Total staff costs for
the twelve months ended 29 February 2016, including Directors’ emoluments, net pension
contributions and the value of employee services, amounted to RMB392,900,000 (2015:
RMB379,300,000). The Group has all along organized structured and diversified training
programmes for staff at different levels. Outside consultants will be invited to broaden the
contents of the training programmes. (Note: The basis of determining the directors’ emoluments
are set out in the Corporate Governance Report on page 34 and the particulars are set out
in note 10 to the Consolidated Financial Statements in accordance with Appendix 16 to the
Listing Rules.)
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Board of Directors and Senior Management

EXECUTIVE DIRECTORS

Lau Shun Wai, aged 45, first joined the Group in 1992 and left the Group in August 2004.
She re-joined the Group in February 2007. She is an Executive Director and the Chief Executive
Officer of the Company and acts as a director of certain subsidiaries of the Company. Ms.
Lau is responsible for the Group’s operations and development and implementing the Group’s
strategies, especially in monitoring the Group’s product development, merchandising, marketing
and brand image. Ms. Lau holds a Master’'s degree in Business Administration (Financial
Management) with distinction from The University of Hull in the United Kingdom, an Honours
Diploma in Marketing from Lingnan College in Hong Kong and a Diploma in Marketing from
The Chartered Institute of Marketing in the United Kingdom. She has over 22 years of
experience in branding, product merchandising and marketing in both Mainland China and
Hong Kong markets. Prior to re-joining the Group, she served as deputy director of the retail
operations of a public listed fashion company in Hong Kong. Ms. Lau obtained the China Top
100 Women Entrepreneurs Award 2009 and The 5th Capital Leaders of Excellence 2010 by
South China Media and Capital Magazine in December 2009 and 2010 respectively. Since
2012, Ms. Lau is a member of Young Presidents’ Organization of Hong Kong Chapter.

Chu Tsui Lan, aged 46, joined the Group in 1992. She is an Executive Director and the Chief
Operating Officer of the Company and acts as a director of certain subsidiaries of the Company.
Ms. Chu is responsible for the Group’s retail business operations, e-commerce and franchise
business operations and development in Mainland China. In addition, she is also responsible
for the preparatory work required for establishment and operation of shops in Mainland China,
Hong Kong and Macau and warehouse and logistics functions of the Group. Ms. Chu has
over 24 years of retail experience in Mainland China and Hong Kong.

Chui Kwan Ho, Jacky, aged 52, first joined the Group in 1981 and was appointed as an
Executive Director in September 1992 and left the Group in September 2010. She re-joined
the Group in April 2016. She is an Executive Director of the Company and acts as a director
of a subsidiary of the Company. Ms. Chui is responsible for management of the Group’s
production facilities in China. She has over 30 years of experience on retail and production
management. Prior to re-joining the Group, she was a chief executive officer in a renowned
handbag company in China and was responsible for footwear products development,
manufacturing management and retail operations.

Wong Sau Han, aged 56, first joined the Group in 1989 and was appointed as an Executive
Director of the Company in March 1998 and left the Group in November 2001. She re-joined
the Group in January 2008. She is an Executive Director and the Head of Human Resources
and General Affairs of the Company and acts as a director of certain subsidiaries of the
Company. Ms. Wong is responsible for the Group’s human resources, training and development,
and administration functions. Ms. Wong holds a Master’'s degree in Human Resources
Management from Salford University in the United Kingdom. She has over 33 years of
professional experience in human resources management for Mainland China and Hong Kong
operations, of which the past 23 years were in the retail industry. Prior to re-joining the Group,
Ms. Wong was the vice president of human resources of Sa Sa International Holdings Limited,
the shares of which are listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).
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NON-EXECUTIVE DIRECTORS

James Ngai, aged 53, joined the Group in March 2011. He is a Non-Executive Director of
the Company, the Chairman of the board of the Company (the “Board”) and a member of the
remuneration committee (the “Remuneration Committee”) and the nomination committee (the
“Nomination Committee”) of the Board. He is responsible for the Group’s leadership and
management of the Board and the Group’s strategy. Mr. Ngai graduated from University of
Toronto with a Bachelor’s degree in Economics. He is a Certified Public Accountant (Practising)
in Hong Kong and a member of Hong Kong Institute of Certified Public Accountants and
American Institute of Certified Public Accountants. He is also a fellow member of The Taxation
Institute of Hong Kong. He has over 25 years of experience in accounting, auditing and taxation
matters. Mr. Ngai is a director of Stable Gain Holdings Limited (“Stable Gain”) which has an
interest in the 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 Securities and Futures Ordinance (the
“SFO”).

Lee Tze Bun, Marces, aged 82, is the founder of the Group. He is a Non-Executive Director
of the Company and acts as a director of certain subsidiaries of the Company. Mr. Lee has
over 37 years of experience in footwear manufacturing, factory management, retailing
operations and business development. Mr. Lee was the winner of the “Owner-Operator Award”
at the DHL/SCMP Hong Kong Business Awards 2009. He is the father of Mr. Li Wing Yeung,
Peter, who is a senior manager of the Company. He is a director of Stable Gain and Stable
Profit Holdings Limited, both of which have an interest in the 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.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Lam Siu Lun, Simon, aged 66, joined the Group in January 2006. He is an Independent
Non-Executive Director of the Company, the chairman of audit committee (the “Audit
Committee”) of the Board and the Remuneration Committee and a member of the Nomination
Committee. Mr. Lam graduated from The University of Hong Kong in 1973. After graduation,
he worked at KPMG London and Hong Kong and obtained his qualification as a chartered
accountant and certified public accountant from The Institute of Chartered Accountants in
England and Wales and Hong Kong Institute of Certified Public Accountants respectively. Mr.
Lam has been a practising accountant for over 26 years and is the proprietor of Messrs. S.
L. Lam & Company. He has served as a member of Insider Dealing Tribunal on a number of
occasions. Mr. Lam is also an independent non-executive director of Lifestyle International
Holdings Limited and Lifestyle Properties Development Limited, the shares of which are listed
on the Stock Exchange.

Leung Wai Ki, George, aged 57, joined the Group in September 2004. He is an Independent
Non-Executive Director of the Company and a member of the Audit Committee, the
Remuneration Committee and the Nomination Committee. Mr. Leung has over 28 years of
experience in accounting, financial management, auditing and receivership. He is a director
and financial controller of a real estate development company in Hong Kong.
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INDEPENDENT NON-EXECUTIVE DIRECTORS (CONTINUED)

Hui Chi Kwan, aged 67, joined the Group in November 2007. He is an Independent Non-
Executive Director of the Company, the chairman of the Nomination Committee and a member
of the Audit Committee and the Remuneration Committee. Mr. Hui graduated from The
University of Hong Kong with a Bachelor’s degree in Laws in 1980 and has been a solicitor
practicing in Hong Kong since 1983. Before joining the Group, Mr. Hui was a partner of a
law firm in Hong Kong. He retired from the partnership in 2007 and remained as a consultant
of the said law firm.

SENIOR MANAGEMENT

Yuen Chee Wing, aged 50, joined the Group in August 2010. He is the Chief Financial Officer
of the Company and is responsible for the Group’s financial control and accounting, treasury,
tax, legal as well as investor relations. Mr. Yuen graduated from City University of Hong Kong
with a Bachelor’s degree in Business, The Chinese University of Hong Kong with a Master’s
degree in Business Administration, and Manchester Metropolitan University with a Bachelor’s
degree in Laws. He is a certified public accountant of Hong Kong Institute of Certified Public
Accountants. Mr. Yuen has over 21 years of experience in audit and accounting. Prior to
joining the Group, he was the financial controller of a machinery manufacturer listed on the
Stock Exchange.

Cheng Wang, Gary, aged 44, joined the Group in March 2016. He is Corporate Development
Director of the Company and is responsible for assisting the Board in formulating corporate
development strategy, implementing corporate development projects, as well as managing
information technology related matters. Mr. Cheng graduated from University of Manitoba with
a Bachelor’s degree in Commerce and a Master’s degree in Accounting, The Chinese University
of Hong Kong with a Master’'s degree in System Engineering, and University of Southern
Australia with a Doctorate’s degree in Business Administration. He is a member of American
Institute of Certified Public Accountants. Prior to joining the Group, Mr. Cheng has over 15
years of experience in providing consulting services of corporate strategic planning, process
improvement, cost control and financial management.

Li Jing Bo, aged 46, first joined the Group in 1992 and left the Group in October 2001. He
re-joined the Group in June 2008. He is General Manager, China (Business Development and
Franchise Business) of the Group. He is responsible for the Group’s business development
and franchise business in Mainland China and the business management in the central, eastern,
northern and northeastern regions of Mainland China. Mr. Li graduated from Wuhan University
and majored in public relations. He has over 24 years of experience in business development
and retail management in Mainland China.

Li Wing Yeung, Peter, aged 56, joined the Group in January 2000. He is Factory Manager
of Shunde Production Plant of the Group and acts as a director of certain subsidiaries of the
Company. He is responsible for the Group’s production management. Mr. Li has over 10 years
of experience in factory’s production management. He is the son of Mr. Lee Tze Bun, Marces,
a Non-Executive Director of the Company.
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SENIOR MANAGEMENT (CONTINUED)

Li Ying Ying, aged 47, joined the Group in September 1997. She is General Manager
(Southern China) of the Group and is responsible for the Group’s retail business operations
in the southern region of Mainland China, Hong Kong and Macau. Ms. Li has over 19 years
of retail experience in Mainland China.

Xiao Kun Min, aged 41, joined the Group in March 2004. She is General Manager
(Southwestern China) of the Group and is responsible for the Group’s retail business operations
in northwestern and southwestern region of Mainland China. Ms. Xiao has over 20 years of
retail experience in Mainland China.

Yang Xiao Hui, aged 38, joined the Group in February 2012. He is General Manager of
e-Commerce of the Group and is responsible for the e-commerce business operation and
development of the Group’s le saunda and CNE brands. Mr. Yang has over 17 years of
experience in online brand development and e-commerce business management.
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Corporate Governance Report

The board (the “Board”) of directors (the “Directors”) of Le Saunda Holdings Limited (the
“Company”) and its subsidiaries (collectively, the “Group”) is committed to achieving and
maintaining the highest standard of corporate governance. The Board and its management
understand that it is their responsibility to establish a good corporate management system
and practice and strictly comply with the principles of independence, accountability,
responsibility and impartiality so as to improve the operation transparency of the Company,
protect the interests of shareholders (the “Shareholders”) of the Company and create value
for the Shareholders.

CORPORATE GOVERNANCE PRACTICES

During the year, the Company has complied with the provisions of the Corporate Governance
Code (the “CG Code”) as set out in Appendix 14 to the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”),
except for deviation from code provision A.6.7 of the CG Code which stipulates, among others,
that independent non-executive Directors and other non-executive Directors should attend
general meetings. Due to other business engagement, Ms. An You Ying, an executive Director
(who resigned on 1 December 2015) and Mr. Lee Tze Bun, Marces, a non-executive Director,
were unable to attend the annual general meeting of the Company held on 13 July 2015.

The Board will continue to enhance the Group’s corporate governance practices appropriate
to the conduct and growth of the Group’s business and to review such practices from time
to time to ensure that they comply with statutory and professional standards and align with
the latest developments.

BOARD OF DIRECTORS

The Board is committed to providing effective and responsible leadership for the Company.
The Directors, individually and collectively, must act in good faith in the best interests of the
Company and its shareholders.

Board Composition

The Board comprises four executive Directors, two non-executive Directors and three
independent non-executive Directors. The Board has established three Board committees,
namely audit committee, remuneration committee and nomination committee, to oversee
different areas of the Company’s affairs. The composition of the Board and the Board
committees are given below and their respective responsibilities and work performed during
the year are discussed in this report.
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BOARD OF DIRECTORS (CONTINUED)

Board Composition (Continued)

During the year ended 29 February 2016 and up to the date of this report, the Board comprises
the following members:

Executive Directors:
Ms. Lau Shun Wai (Chief Executive Officer)
Ms. Chu Tsui Lan (Chief Operating Officer)
Ms. Chui Kwan Ho, Jacky (“Ms. Chui”)
(appointed on 8 April 2016)
Ms. Wong Sau Han
Ms. An You Ying
(resigned on 1 December 2015)

Non-Executive Directors:
Mr. James Ngai (“Mr. Ngai”) (Chairman)
Mr. Lee Tze Bun, Marces (“Mr. Lee”)

Independent Non-Executive Directors:
Mr. Lam Siu Lun, Simon

Mr. Leung Wai Ki, George

Mr. Hui Chi Kwan

There is no relationship (including financial, business, family or other material relationship)
among members of the Board, except that:

(@ Mr. Ngai is a director of an accounting firm which provides advisory and audit services
to private companies owned by Mr. Lee;

(b) Both Mr. Lee and Mr. Ngai are the directors of Stable Gain Holdings Limited (“Stable
Gain”), a controlling shareholder of the Company. The entire issued share capital of Stable
Gain was registered in the name of Stable Profit Holdings Limited (“Stable Profit”), a
company wholly-owned by HSBC International Trustee Limited (“HSBC Trustee”) which
acted as trustee of Lee Tze Bun Family Trust (the “LTB Family Trust”), a discretionary
trust, of which Mr. Lee was the founder and an eligible beneficiary thereunder. Mr. Lee
was also the sole director of Stable Profit; and

() Ms. Chui is a trustee of The Lee Keung Charitable Foundation, of which Mr. Lee is the
founder.

The biographical details of each Director are set out in the section headed “Board of Directors
and Senior Management” on pages 25 to 27 of this report.

Each Director possesses the necessary expertise and experience and provides checks and
balances for safeguarding the interests of the Group and the Shareholders as a whole. During
the year, the Independent Non-Executive Directors provided the Group with a wide range of
expertise and experience. Their active participation in the Board and committee meetings
brought independent judgment on issues relating to the Group’s strategy, performance and
management process, taking into account the interests of all Shareholders.
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BOARD OF DIRECTORS (CONTINUED)

Board Composition (Continued)

During the year and up to the date of this report, the Company has three Independent Non-
Executive Directors representing not less than one-third of the Board. Mr. Lam Siu Lun, Simon,
one of the Independent Non-Executive Directors, has the appropriate professional qualifications,
or accounting or related financial management expertise as required under Rule 3.10(2) of the
Listing Rules. The Company has received from each of the Independent Non-Executive
Directors a written confirmation of his independence and has satisfied itself of such
independence in accordance with the independence guidelines set out in Rule 3.13 of the
Listing Rules.

Board Meetings

The Board conducts meetings on a regular basis and on an ad hoc basis of at least four
times a year to discuss the overall strategy as well as the operation and financial performance
of the Group, and to review and approve the Group’s annual and interim results. The Board
members are served with notices of at least 14 days and provided with all agendas and
adequate information for their review at least 3 days before the meetings. After the meeting,
draft minutes are circulated to all Directors for comments before confirmation and sign-off.
Minutes of board meetings and meetings of board committees are kept by the company
secretary of the Company (the “Company Secretary”) and are available for inspection by any
Director at any reasonable time on reasonable notice. Each Director is entitled to seek
independent professional advice under appropriate circumstances at the expense of the
Company. During the year and up to the date of this report, the Board held 9 physical meetings
and © written resolutions for separate matters signed by all Directors were passed. The
attendance records of each Director at the Board meetings are set out on page 37 of this
report.

Responsibilities and Delegation

The Board is accountable to the Shareholders for the development of the Group with the goal
of maximizing Shareholders’ value in the long run. The Board also takes the responsibility for
the overall strategies and policies of the Group, approves and monitors the strategic plans,
investment and funding decisions, and reviews the Group’s financial and operational
performance and internal controls. The Group’s day-to-day operations and administration are
overseen by the Executive Directors and the management.

The Board is responsible for setting the strategic direction and policies of the Group and
supervising the management of the Company. Some functions including the monitoring and
approval of material transactions, matters involving a conflict of interest for a substantial
Shareholder or Director of the Company, the approval of interim and annual results, declaration
of interim dividends and proposal of final dividends and other disclosures to the public or
regulators are reserved by the Board for consideration and approval. Matters not specifically
reserved to the Board and necessary for the daily management and operation of the Company
are delegated to the Executive Directors and the management of the Company.

le saunda holdings ltd. ANNUAL REPORT 2016

31



Corporate Governance Report

BOARD OF DIRECTORS (CONTINUED)

Directors’ Training

The Directors are encouraged to participate in continuous professional development to develop
and refresh their knowledge and skills. The Company would provide a comprehensive induction
package covering the summary of the operations and business, constitutional documents, the
latest published financial reports of the Company, “A Guide on Directors’ Duties” issued by
the Companies Registry of Hong Kong and the Guidelines for Directors and the Guide for
Independent Non-Executive Directors published by the Hong Kong Institute of Directors to
each newly appointed Director to ensure that he/she is sufficiently aware of his/her
responsibilities and obligations under the Listing Rules and other regulatory requirements.

The Company Secretary reports from time to time the latest changes and development of the
Listing Rules, corporate governance practices and other regulatory regime to the Directors
with written materials, as well as organizing seminars on the professional knowledge and latest
development of regulatory requirements related to directors’ duties and responsibilities.

During the year and up to the date of this report, all Directors pursued continuous professional
development and relevant details are set out below:

Name of Directors Types of training

Executive Directors:

Ms. Lau Shun Wai A B
Ms. Chu Tsui Lan A B
Ms. Chui Kwan Ho, Jacky (appointed on 8 April 2016) A, B
Ms. Wong Sau Han A B
Ms. An You Ying (resigned on 1 December 2015) B
Non-Executive Directors:

Mr. James Ngai A B
Mr. Lee Tze Bun, Marces B
Independent Non-Executive Directors:

Mr. Lam Siu Lun, Simon A B
Mr. Leung Wai Ki, George B
Mr. Hui Chi Kwan A B
Remarks:

A — Attending seminars/conferences/forums
B — Reading journals/updates/articles/materials

Directors’ and Officers’ Liability Insurance

The Company has arranged appropriate directors’ and officers’ liability insurance coverage for
indemnifying the Directors and officers of the Company against costs, charges, losses,
expenses and liabilities incurred arising out of the corporate activities.
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BOARD OF DIRECTORS (CONTINUED)

Appointment and Re-election of Directors

The Board is responsible for selecting and appointing individuals with integrity, experience and
caliber to act as Directors. The Board reviews the profiles of the candidates and seeks
recommendations from the nomination committee of the Board on the appointment and re-
election of the Directors.

According to bye-laws of the Company (the “Bye-Laws”), each Director so appointed by the
Board to fill a casual vacancy shall hold office only until the next following annual general
meeting (the “AGM”) of the Company in case of an addition to the Board and shall then be
eligible for re-election at such meeting. Moreover, one-third of the Directors for the time being,
(or, if their number is not a multiple of three, then the number nearest to but not less than
one-third), shall retire from office by rotation, provided that every Director (including those
appointed for a specific term) shall retire from office by rotation no later than the third AGM
after he was last elected or re-elected. The rotating Directors who are subject to retirement
and re-election at the forthcoming AGM are set out on page 45 of this report.

All Non-Executive Directors (including the Independent Non-Executive Directors) of the
Company were appointed for a specific term of 2 years but subject to the relevant provisions
of the Bye-Laws or any other applicable laws whereby the Directors shall vacate or retire from
their office but be eligible for re-election.

CHAIRMAN AND CHIEF EXECUTIVE

In order to maintain a balance of power and authority, the roles of the Chairman and the Chief
Executive Officer of the Company are segregated and assumed by separate individuals who
have no relationship with each other. During the year, Mr. Ngai, being the Chairman of the
Board, is responsible for overseeing the function of the Board and formulating overall strategies
and policies of the Company and ensuring that all Directors are properly briefed on issues
arising at the Board meetings and receive adequate information, which must be complete and
reliable, in a timely manner. Ms. Lau Shun Wai, being the Chief Executive Officer, is responsible
for the implementation of the Company’s overall strategies and coordination of overall business
operation. The day-to-day operations and administration of the Group are delegated to the
Executive Directors and the management responsible for different aspects of the business.

BOARD COMMITTEES

The Company has established three board committees, namely the Audit Committee, the
Remuneration Committee and the Nomination Committee, to oversee particular aspects of the
Company’s affairs and to assist in the execution of the Board’s responsibilities. All board
committees have clear and specific written terms of reference, report their work to the Board
after each meeting and are provided with sufficient resources to discharge their respective
duties. Copies of minutes of all meetings and resolutions passed at the board committees are
kept by the Company Secretary.

le saunda holdings ltd. ANNUAL REPORT 2016

33



Corporate Governance Report

BOARD COMMITTEES (CONTINUED)

Audit Committee

The Audit Committee was established with written terms of reference (as amended) since
1999. As at 29 February 2016 and up to the date of this report, the Audit Committee comprises
three Independent Non-Executive Directors, namely Mr. Lam Siu Lun, Simon (chairman of the
Audit Committee), Mr. Leung Wai Ki, George and Mr. Hui Chi Kwan. Mr. Lam has appropriate
professional qualifications or accounting or related financial management expertise as required
under Rule 3.21 of the Listing Rules.

The primary functions and duties of the Audit Committee are to recommend the appointment,
re-appointment and removal of the external auditor, oversee the integrity of financial information
of the Company and its disclosure, provide independent review of the effectiveness of the
financial controls, risk management and internal control systems of the Group, and review the
accounting principles and practices adopted by the Group. The full terms of reference of the
Audit Committee are posted on the respective websites of the Stock Exchange and the
Company.

During the year and up to the date of this report, the Audit Committee held 7 physical meetings
together with the external auditors and/or internal auditors. The Chairman of the Board, the
Chief Executive Officer and Chief Financial Officer were invited to attend the meetings. The
attendance records of each member are set out on page 37 of this report. A summary of
work performed by the Audit Committee during the year was as follows:

()  review of the audit plan, terms of engagement, independence, qualification and of the
external auditor and the remuneration paid to the external auditor;

(i) review of the financial information of the Group including the annual and interim financial
statements and related documents before submission to the Board for approval;

(i) review of the management letters and reports issued by the external auditor;

(iv)  review of accounting principles and practices adopted by the Group and the potential
impacts of the change in accounting standards to the Group’s financial statements; and

(v) review of the internal audit reports prepared by the internal auditor in respect of the
effectiveness of the risk management and internal control systems and procedures of the
Group.

Remuneration Committee

The Remuneration Committee was established with written terms of reference (as amended)
since 2005. As at 29 February 2016 and up to the date of this report, the Remuneration
Committee comprises three Independent Non-Executive Directors, namely Mr. Lam Siu Lun,
Simon (chairman of the Remuneration Committee), Mr. Leung Wai Ki, George and Mr. Hui Chi
Kwan, and one Non-Executive Director, namely Mr. Ngai.
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BOARD COMMITTEES (CONTINUED)

Remuneration Committee (Continued)

The primary functions and duties of the Remuneration Committee are to make recommendation
to the Board on the Company’s policy and structure for remuneration of all Directors and
senior management and on the establishment of a formal and transparent procedure for
developing remuneration policy, determine the terms of specific remuneration package of the
Executive Directors and senior management, and review and approve the performance-based
remuneration proposals with reference to the corporate goals and objective resolved by the
Board from time to time. The full terms of reference of the Remuneration Committee are posted
on the respective websites of the Stock Exchange and the Company.

During the year and up to the date of this report, the Remuneration Committee held 2 physical
meetings and 1 written resolutions for separate matters signed by all members were passed.
The attendance records of each member are set out on page 37 of this report. In the meeting,
the Remuneration Committee (i) reviewed the remuneration of the Executive Directors and
senior management of the Company; (i) approved performance-based remuneration with
reference to the corporate goals and objective resolved by the Board and/or the senior
management from time to time; and (i) ensured that no Director or senior management or
any of his/her associates was involved in deciding his/her own remuneration. Details of the
emoluments for Directors, chief executive and five highest paid individuals, and senior
management remuneration by band during the year are set out in note 11 to the consolidated
financial statements.

Nomination Committee

The Nomination Committee was established with written terms of reference (as amended) since
19 March 2012. As at 29 February 2016 and up to the date of this report, the Nomination
Committee comprises three Independent Non-Executive Directors, namely Mr. Hui Chi Kwan
(chairman of the Nomination Committee), Mr. Lam Siu Lun, Simon and Mr. Leung Wai Ki,
George, and one Non-Executive Director, namely Mr. Ngai.

The primary functions and duties of the Nomination Committee are to review the structure,
size and composition (including the skills, knowledge and experience) of the Board at least
annually and make recommendations on any proposed changes to the Board to complement
the Company’s corporate strategies, and identify individuals suitably qualified to become
Directors and select or make recommendations to the Board on the selection of individuals
nominated for directorships. The full terms of reference of the Nomination Committee are
posted on the respective websites of the Stock Exchange and the Company.

During the year and up to the date of this report, the Nomination Committee held 2 physical
meetings and 1 written resolutions for separate matters signed by all members were passed.
The attendance records of each member are set out on page 37 of this report. In the meeting,
the Nomination Committee (i) reviewed the structure, size and composition (including the skills,
knowledge and experience) of the Board; (ii) assessed the independence of the Independent
Non-Executive Directors; (i) made recommendation to the Board on the proposed re-election
of the retiring Directors at the forthcoming annual general meeting; and (iv) reviewed the
diversity of the Board’s composition.
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BOARD COMMITTEES (CONTINUED)

Nomination Committee (Continued)

The Board adopted a board diversity policy with the aim of achieving diversity on the
Company’s board of directors in August 2013. The Company recognizes the benefits of having
a diverse Board, and sees diversity of perspectives at the Board level as essential in achieving
a sustainable and balanced development. In designing the Board’'s composition, Board diversity
has been considered from a number of aspects, including but not limited to gender, age,
educational background, professional experience, skills, knowledge, industry experience and
expertise. All Board appointments are based on meritocracy, and candidates will be considered
against a variety of criteria, having due regard for the benefits of diversity on the Board. The
Nomination Committee will review this policy, as appropriate, to ensure the effectiveness of
this policy. The Nomination Committee will discuss any revisions that may be required, and
recommend any such revisions to the Board of Directors for examination and approval.

The Board contains individuals who have diverse educational background, professional
experience, skills, knowledge, industry experience and expertise. Coming from diverse business
and professional backgrounds, the Non-Executive Directors actively bring their valuable
experience to the Board for promoting the best interests of the Company and the Shareholders.
On the other hand, the Independent Non-Executive Directors contribute to ensuring that the
interests of all Shareholders of the Company are taken into account by the Board and that
relevant issues are subject to objective and dispassionate consideration by the Board. The
biographical details of the Directors are set out on pages 25 to 27 of this report. In implementing
the board diversity policy, the Board aims to have a balanced composition in each of the
following areas in the graph below, but recognizing at the same time that all Board appointments
must be based on meritocracy having regard to the best interests of the Company and the
Shareholders.

The following graph provides an analysis on the composition of the Board:

Number of Directors
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the Company
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ED — Executive Directors
NED — Non-Executive Directors
INED — Independent Non-Executive Directors
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BOARD COMMITTEES (CONTINUED)

Attendance Records

The individual attendance records of each Director at the physical meetings of the Board,
Audit Committee, Remuneration Committee, Nomination Committee and annual general
meeting during the year ended 29 February 2016 and up to the date of this report are set
out below:

Number of physical meetings attended/held during his/her tenure

Audit Remuneration Nomination

Note Board Committee Committee = Committee 2015 AGM

Executive Directors:
Ms. Lau Shun Wai 1 9/9 777 N/A N/A 1/1
Ms. Chu Tsui Lan 9/9 N/A N/A N/A 11
Ms. Chui Kwan Ho, Jacky

(appointed on 8 April 2016) 11 N/A N/A N/A N/A
Ms. Wong Sau Han 2 9/9 N/A 2/2 N/A 1/1
Ms. An You Ying

(resigned on 1 December

2015) 6/6 N/A N/A N/A 0N
Non-Executive Directors:
Mr. James Ngai 3 9/9 77 2/2 2/2 1/1
Mr. Lee Tze Bun, Marces 1/9 N/A N/A N/A 0/1
Independent Non-Executive

Directors:
Mr. Lam Siu Lun, Simon 9/9 77 2/2 2/2 1/1
Mr. Leung Wai Ki, George 8/9 777 2/2 2/2 1/1
Mr. Hui Chi Kwan 9/9 7/7 2/2 2/2 11
Notes:
1. Ms. Lau Shun Wai attended the Audit Committee meetings as an invitee.
2. Ms. Wong Sau Han attended the Remuneration Committee meeting as an invitee.
3. Mr. Ngai attended the Audit Committee meetings as an invitee.

CORPORATE GOVERNANCE FUNCTIONS

The Company is committed to enhancing its corporate governance practices relevant to the
model and growth of its business. In order to achieve a right balance between governance
and performance, the Board is responsible for introducing and proposing relevant principles
concerning corporate governance so as to enhance the standard of corporate governance of
the Company. The Board is primarily responsible for performing the following corporate
governance functions adopted with written terms of reference on 19 March 2012:

()  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 the
Directors and senior management of the Group;
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CORPORATE GOVERNANCE FUNCTIONS (CONTINUED)
(i) to review and monitor the Company’s policies and practices on compliance with legal
and regulatory requirements;

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

(v)  to review the Company’s compliance with the CG Code and disclosure in the corporate
governance report.

The details of the corporate governance functions reviewed and performed by the Board during
the year are disclosed and explained in this Corporate Governance Report.

ACCOUNTABILITY AND AUDIT

Financial Reporting

The Directors acknowledge their responsibility for the preparation and the true and fair
presentation of the consolidated financial statements of the Group for the year ended 29
February 2016, in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”) and
the applicable disclosure requirements of the Listing Rules. In preparing the financial statements,
the Directors have adopted HKFRSs and suitable accounting policies and applied them
consistently, made judgments and estimates that are prudent, fair and reasonable and prepared
the financial statements on a going concern basis. The Board is not aware of any material
uncertainties relating to any events or conditions that may cast significant doubt upon the
Company'’s ability to continue as a going concern during the course of preparing and reviewing
the financial statements for the year under review.

The reporting responsibilities of the external auditor of the Company, Messrs.
PricewaterhouseCoopers, on the consolidated financial statement of the Group are set out in
the section headed “Independent Auditor’'s Report” on pages 60 to 61 of this report.

There was no disagreement between the Board and the Audit Committee on the re-appointment
of the external auditor of the Company.

Auditor’s Remuneration

For the year ended 29 February 2016, the fees in respect of audit and non-audit services (the
non-audit services being comprised of agreed upon procedures and tax advisory services only)
provided to the Group by the external auditor of the Company, Messrs. PricewaterhouseCoopers,
amounted to approximately HK$2,020,000 (2015: HK$1,860,000) and HK$295,000 (2015:
HK$513,093) respectively. The Audit Committee was of the view that the non-audit services
provided by the external auditor of the Company did not impair its independence and
objectivity.
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COMPANY SECRETARY

Mr. Yuen Chee Wing resigned and Ms. Lo Tik Man, Ophelia (“Ms. Lo”) was appointed as
Company Secretary on 27 May 2015. She is an associate member of The Hong Kong Institute
of Chartered Secretaries and The Institute of Chartered Secretaries and Administrators in the
United Kingdom. In her capacity as the Company Secretary, Ms. Lo reports to the Board and
is responsible for advising the Board on corporate governance matters. In compliance with
Rule 3.29 of the Listing Rules, Ms. Lo took not less than 15 hours of relevant professional
training during the year.

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”) as set out in Appendix 10 to the Listing Rules as its own code of
conduct (the “Code of Conduct”) regarding securities transactions by the Directors since 4
October 2005. The terms of the Code of Conduct are no less exacting than the required
standard in the Model Code, and the Code of Conduct applies to all the relevant persons as
defined in the Code, including the Directors, any employee of the Company, or a director or
employee of a subsidiary or holding company of the Company, who, by reason of such office
or employment, are likely to be in possession of unpublished price sensitive information in
relation to the Company or its securities.

Having made specific enquiry of all Directors, all Directors have confirmed that they have
complied with the Code of Conduct and the required standard set out in the Model Code
during the year ended 29 February 2016 and up to the date of this report.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Group is committed to set up and maintain an effective risk management and internal
control systems which is devised to provide reasonable, but not absolute, assurance against
material misstatement or loss, and to manage and minimize rather than eliminate the risks of
failure in the Group’s operational systems. The Board is responsible for maintaining a sound
and effective risk management and internal control systems particularly in respect of the
controls on financial, operational, compliance and risk management, to achieve the Group’s
business strategies and business operations and safeguard the Shareholders’ investment and
the Company’s assets.

During the year, the outsourced internal auditor, responsible for the review and appraisal on
the effectiveness of financial, operational and compliance controls and risk management of
the Group, provided reports to the Audit Committee twice a year with highlighting observations
and recommendations to improve the risk management and internal control systems. The Audit
Committee reviewed the adequacy of the scope, functions, competency and resources of the
outsourced internal audit functions.

During the year, the Board, through the Audit Committee, reviewed the overall effectiveness
of the Group’s risk management and internal control systems, including the financial,
operational, compliance and risk management. The Board is of the view that the existing risk
management and internal control systems are effective and adequate to the Group.
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SHAREHOLDERS’ RIGHTS

The Company treats all Shareholders equally and ensures that the Shareholders’ rights are
protected and every convenience is provided to them to enable the exercise of their rights in
many ways.

1.

Procedures for convening a special general meeting (“SGM”)

Pursuant to Bye-Law 58 of the Bye-Laws, Shareholders (the “Requisitionists”) holding at
the date of deposit of the requisition not less than one-tenth of the paid up capital of
the Company carrying the right of voting at general meetings of the Company may request
the Board to call a SGM by a written requisition to the Board or the Company Secretary.
The objects of the meeting must be stated in the written requisition. The requisition must
be signed by the Requisitionists and deposited with the Company Secretary at the
Company’s head office and principal place of business in Hong Kong at 17th Floor, 1063
King’s Road, Quarry Bay, Hong Kong. Before convening the SGM of the Company, the
requisition will be verified with the Company’s Share Registrars in Bermuda or Hong
Kong to obtain their confirmation that the request is proper and in order. The SGM shall
be held within 2 months after the deposit of such requisition. If the Board fails to proceed
to convene such meeting within 21 days of such deposit, the Requisitionists themselves
may do so in the same manner in accordance with Section 74 of the Companies Act
1981 of Bermuda (as amended).

Procedures for putting forward proposals at Shareholders’ meetings

Pursuant to Sections 79 and 80 of the Companies Act 1981 of Bermuda (as amended),
(i) the shareholders holding not less than one-twentieth of the total voting rights; or (i)
not less than 100 shareholders, are entitled to request the Company to give shareholders
notice of a resolution which is intended to be moved at the next AGM or SGM. A written
notice to that effect signed by the Requisitionist(s) with contact information must be
deposited at the Company’s head office and principal place of business in Hong Kong
at 17th Floor, 1063 King’s Road, Quarry Bay, Hong Kong (addressed to the Company
Secretary). The notice shall contain, inter alia, a description of the proposed resolution
desired to be put forward at the meeting, the reasons for such a proposal and any
material interest of the proposing shareholder in such a proposal. The request will be
verified with the Company’s Share Registrars in Bermuda or Hong Kong and upon their
confirmation that the request is proper and in order, the Company Secretary will ask the
Board to include the resolution in the agenda for the general meeting.

If a Shareholder wishes to propose a person other than a retiring Director for election
as a Director at a general meeting, the Shareholder should follow the “Procedures for
shareholders to propose a person for election as a Director”, which is posted on the
website of the Company.
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SHAREHOLDERS’ RIGHTS (CONTINUED)

3. Procedures for raising enquiries to the Board
The Shareholders may at any time send their enquiries and concerns to the Board in
writing through the Company Secretary whose contact details are as follows:

Address: 17th Floor, 1063 King’s Road, Quarry Bay, Hong Kong
Facsimile: (852) 2554 9304

Shareholders may also make enquiries with the Board at the general meetings of the
Company.

INVESTOR RELATIONS

Communication with the Shareholders and Investors

The Board recognizes that effective communication with the Company’s investors plays a
crucial role in maintaining existing investors’ confidence and attracting new investors and
enhancing their understanding of the Group’s performance, strategies and future direction. To
foster effective communication with the Shareholders and potential investors of the Company,
the Company endeavors to provide accurate, clear, comprehensive and timely information of
the Group through the publication of the interim and annual reports, announcements, circulars,
press interviews and press releases on the website of the Company.

The AGM provides a useful platform for the Shareholders to exchange views with the Board.
The Chairman of the Board and the Chairman of each Board Committees are available at the
AGM to answer questions from the Shareholders in respect of the matters that they are
responsible and accountable for. The external auditor of the Company is also available at the
AGM to assist the directors in addressing any relevant queries by the Shareholders. To ensure
the Board is maintaining an on-going dialogue with the Shareholders, the Shareholders are
encouraged to attend the AGM or other general meetings of the Company. The notice of AGM
is sent to the Shareholders at least 20 clear business days before the AGM and posted on
the websites of the Stock Exchange and the Company.

In addition to the AGM, the Board designates specialized personnel to maintain close
communication with research analysts, fund managers, Shareholders and medias via regular
one-on-one meetings, luncheons, factory visits, press conferences and road shows to keep
them informed of the Group’s business performance and developments.

Constitutional Documents

By a resolution passed on 13 July 2015, the authorised share capital of the Company was
increased from HK$80,000,000 to HK$100,000,000 by the creation of 200,000,000 shares of
HK$0.10 each.

Save as disclosed above, there was no change in the Memorandum of Association and the
Bye-Laws of the Company during the year ended 29 February 2016.
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The board of directors (the “Board”) of Le Saunda Holdings Limited (the “Company”) has
pleasure in presenting to the shareholders of the Company (the “Shareholders”) its report
together with the audited financial statements of the Company and its subsidiaries (together
the “Group”) for the year ended 29 February 2016.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding. The activities of its principal
subsidiaries are set out in note 18 to the consolidated financial statements. The Group
principally engaged in manufacturing and sale of shoes.

Details of the analysis of the Group’s performance for the year ended 29 February 2016 by
business and geographical segments are set out in note 5 to the consolidated financial
statements.

BUSINESS REVIEW

A fair review of the business of the Group as required pursuant to Schedule 5 to the Companies
Ordinance (Chapter 622 of the Laws of Hong Kong), comprising analysis of the Group
performance during the year, description of the principal risks and uncertainties facing the
Group, particulars of important events affecting the Group that have occurred since the end
of the financial year as well as indication of likely future development in the business of the
Group are set out in the Chairman’s Statement on pages 8 to 10 of this report and
Management’s Discussion and Analysis on pages 12 to 24 of this report.

An analysis of the Group’s performance during the year using financial key performance
indicators is set out in the Financial Highlights on page 2 of this report.

() Environmental Policies and Performance
The Group understands that its business has an impact on the environment and
recognizes the importance of sound environmental management practices and sustainable
business operations. It is committed to comply with the relevant environmental standards
and policies related to its business operations as set by the government in People’s
Republic of China (“PRC”) and Hong Kong.

The Group has implemented a number of environment-friendly measures in its operations
and workplaces including but not limited to retail shops, warehouses and offices. In its
day-to-day operations, the Group advocates “paperless office” and actively promotes
electronic management information system. It also sets up required equipments in order
to arrange different kinds of meeting by using teleconference and video conference,
resulting in savings in time and resources. For retail shops, the Group has implemented
energy saving practices by using LED lighting fixtures.

() Compliance with Laws and Regulations
The Group recognizes the importance of compliance with regulatory requirements and
risks of non-compliance with such requirements. The Group has conducted on-going
review of the newly enacted laws and regulations affecting the operations of the Group
and provides relevant trainings and guidance to the staff. The Group has complied with
the relevant laws and regulations of PRC and Hong Kong that have significant impact
on the operations of the Group for the year ended 29 February 2016.

le saunda holdings Itd. ANNUAL REPORT 2016

42



Report of the Directors

BUSINESS REVIEW (CONTINUED)
() Key Relationships

(a)

(b)

(c)

(d)

Employees

The Group believes that employees are a key element to the success of its business,
SO it strives to maintain a high staff retention rate by providing competitive
remuneration package and developing harmonious workplace. To enhance capabilities
and effectiveness of its employees in operation, the Group provides them a
comprehensive training program which includes quality service skills, product
knowledge and language and interpersonal skills. In addition, the Group would
organize regular retail staff gatherings to promote team spirits and award retail staff
with outstanding sales performance.

Consumers

The Group provides direct service to consumers in its retail shops. To ensure
continuous improvement of the quality of products and services, the Group regularly
conduct internal and external market surveys to interact with consumers and to
gain market insights and feedback.

Suppliers

The Group has established long standing cooperation relationship with certain
suppliers. It selects its suppliers prudently. The relevant suppliers need to fulfil certain
assessment criteria of the Group, including, among others, track record, experience,
financial capability, reputation and history of meeting our standards for raw materials
or finished products. The Group has established anti-bribery policies which are
required to be observed by all parties.

Shareholders and Investors

The Board believes effective communication and accurate and timely information
disclosure builds the Shareholders’ and investors’ confidence, and also facilitates
the flow of constructive feedback and ideas that are beneficial for investor relations
and future corporate development. For details, please refer to the Shareholders’
Rights and Investor Relations of the Corporate Governance Report on pages 40 to
41 of this report.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 29 February 2016 are set out in the consolidated
income statements on page 62 of this report.

The Board declared an interim dividend of HK5.7 cents (2014/15: interim dividend of HK8.0
cents) per ordinary share for the year ended 29 February 2016, totaling approximately
RMB32,377,000, which was paid on 20 November 2015.

The Board recommends the payment of a final dividend of HK7.0 cents and a special dividend
of HKB.0 cents (28 February 2015: a final dividend of HK14.0 cents per ordinary share and
issue of bonus shares on the basis of one new ordinary share for every ten ordinary shares
held by the Shareholders) per ordinary share, totaling approximately RMB57,704,000 in respect
of the year ended 29 February 2016 (2015: final dividend of RMB71,747,000).
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FIVE-YEAR FINANCIAL SUMMARY
The five-year financial summary of the Group is set out on page 131 of this report. The
summary does not form part of the audited financial statements.

SHARE CAPITAL
Details of the movements in the issued share capital of the Company during the year are set
out in note 27 to the consolidated financial statements.

RESERVES
Details of the movements in the reserves of the Group and the Company during the year are
set out in note 30 to the consolidated financial statements.

DONATIONS
The Group made charitable donations of HK$99,700 during the year (2014/15: Nil).

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the bye-laws of the Company (the “Bye-
Laws”) or the laws of Bermuda which would oblige the Company to offer new shares on a
pro-rata basis to existing Shareholders.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements in property, plant and equipment of the Group during the year are
set out in note 16 to the consolidated financial statements.

INVESTMENT PROPERTIES
Details of the principal investment properties held by the Group are set out in the note 15 to
the consolidated financial statements.

DIRECTORS
The directors of the Company (the “Directors”) during the year and up to the date of this
report were:

Executive Directors
Ms. Lau Shun Wai (Chief Executive Officer)
Ms. Chu Tsui Lan (Chief Operating Officer)
Ms. Chui Kwan Ho, Jacky

(appointed on 8 April 2016)
Ms. Wong Sau Han
Ms. An You Ying

(resigned on 1 December 2015)

Non-Executive Directors
Mr. James Ngai (Chairman)
Mr. Lee Tze Bun, Marces

Independent Non-Executive Directors
Mr. Lam Siu Lun, Simon

Mr. Leung Wai Ki, George

Mr. Hui Chi Kwan
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT
The biographical details of the Directors and senior management of the Group as at the date
of this report are set out on pages 25 to 28 of this report.

RE-ELECTION OF DIRECTORS

In accordance with Bye-Law 87 of the Bye-Laws, Ms. Wong Sau Han, Mr. Lee Tze Bun,
Marces and Mr. Leung Wai Ki, George shall retire from office by rotation at the forthcoming
annual general meeting (the “AGM”) of the Company and, being eligible, will offer themselves
for re-election at the forthcoming AGM.

Pursuant to Bye-Law 86(2) of the Bye-Laws, Ms. Chui Kwan Ho, Jacky, who has been
appointed as an Executive Director, will hold office only until the forthcoming AGM and, being
eligible, will offer herself for re-election at the forthcoming AGM.

INDEPENDENCE CONFIRMATION

The Company has received from each of the Independent Non-Executive Directors an annual
confirmation of their respective independence pursuant to Rule 3.13 of the Rules Governing
the Listing of Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) and the Company considers that all of them are independent.

DIRECTORS’ SERVICE CONTRACTS

Other than statutory compensation, none of the Directors who are proposed for re-election at
the forthcoming AGM has a service contract with the Company or any of its subsidiaries which
is not determinable by the Group within one year without payment of compensation. During
the year, the service contracts of Mr. James Ngai, acted as Non-Executive Director, and the
service contracts of Mr. Leung Wai Ki, George, Mr. Hui Chi Kwan and Mr. Lam Siu Lun,
Simon, all of them acted as Independent Non-Executive Directors, were renewed for 2 years’
fixed term with the Company with effect from 25 March 2015, 1 November 2015, 26 November
2015 and 16 January 2016 respectively. In addition, Ms. Chui Kwan Ho, Jacky, acted as
Executive Director, had entered into a service contract with the Company with effect from 8
April 2016. None of the service contracts between the Company and the Executive Directors
proposed for re-election has a fixed term.

DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS AND CONTRACTS
Except for the continuing connected transactions as detailed below, no transactions,
arrangements or contracts of significance to the Company in which a Director or an entity
connected with a Director had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.

CONTROLLING SHAREHOLDERS’ INTERESTS IN CONTRACTS

Except for the continuing connected transactions as detailed below, neither the Company nor
any of its subsidiaries had entered into any contract of significance with the Company’s
controlling shareholders or their subsidiaries, or any contract of significance for the provision
of services to the Company or any of its subsidiaries by the Company’s controlling shareholders
or their subsidiaries, during the year.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS
None of the Directors had engaged in or were interested in any business which competed or
was likely to compete, either directly or indirectly, with the business of the Group during the

year.

CHANGES IN DIRECTORSHIP AND OTHER CHANGES IN DIRECTORS’

INFORMATION

The changes in directorship and other changes in the information of the Director of the
Company, which are required to be disclosed pursuant to Rule 13.51B(1) of the Listing Rules,
since the publication of the annual report of the Company for the year ended 28 February

2015 are set out below:

Name of Directors Details of change

Executive Directors:

Ms. Chui Kwan Ho, Jacky °

Ms. An You Ying °

Non-Executive Director:

Mr. James Ngai o

Independent Non-Executive
Directors:

Mr. Leung Wai Ki, George o

Mr. Hui Chi Kwan °

Mr. Lam Siu Lun, Simon o

Appointed as Executive Director on 8 April 2016

Entered into service agreement with the Company
without fixed term commencing on 8 April 2016

Resigned as Executive Director with effect from 1
December 2015

Renewed service contract with the Company with
2-years’ fixed term commencing on 25 March 2015 and
ending on 24 March 2017

Renewed service contract with the Company with
2-years’ fixed term commencing on 1 November 2015
and ending on 31 October 2017

Renewed service contract with the Company with
2-years’ fixed term commencing on 26 November 2015
and ending on 25 November 2017

Renewed service contract with the Company with
2-years’ fixed term commencing on 16 January 2016
and ending on 15 January 2018

Resigned as an independent non-executive director of
Kiu Hung International Holdings Limited, a company
listed on the Stock Exchange (stock code: 0381) on 20
February 2016

Save as disclosed above, there is no other information required to be disclosed pursuant to

Rule 13.51B(1) of the Listing Rules.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 29 February 2016, the interests and short positions of the Directors and chief executive
of the Company in the ordinary shares of HK$0.10 each in the capital of the Company (the
“Shares”), underlying Shares and debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong, the “SFQO”)) 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 are taken or deemed to have under such provisions of the SFO), as recorded in
the register required to be kept by the Company under section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 to
the Listing Rules were as follows:

() Long positions in Shares (including underlying Shares)
(@) The Company

Number of Shares

Approximate
percentage of

the issued
Personal Family Corporate Other share capital of
Name of Directors interests interests interests interests Total the Company
Mr. Lee Tze Bun, 45,375,000 — 33,000,000 280,500,000 358,875,000 50.83%
Marces (“Mr. Lee”) (Note 1) (Note 2)
Ms. Lau Shun Wai 11,330,000 — - — 11,330,000 1.60%
(“Ms. Lau”) (Note 3)
Ms. Chu Tsui Lan 8,470,000 — - — 8,470,000 1.19%
("Ms. Chu) (Note 4)
Ms. Wong Sau Han 5,900,400 385,000 - — 6,285,400 0.89%
(“Ms. Wong”) (Note 5)
Notes:
1. Succex Limited, a corporation which was controlled and wholly owned by Mr. Lee, held 33,000,000

Shares. Therefore, Mr. Lee was deemed to be interested in these Shares.

2. Stable Gain Holdings Limited (“Stable Gain”) held 225,500,000 Shares, representing approximately
31.94% of the issued share capital of the Company. The entire issued share capital of Stable
Gain was registered in the name of Stable Profit Holdings Limited (“Stable Profit”), a company
wholly-owned by HSBC International Trustee Limited (“HSBC Trustee”) which acted as trustee of
Lee Tze Bun Family Trust (the “LTB Family Trust”), a discretionary trust, of which Mr. Lee was
the founder and an eligible beneficiary thereunder. Mr. Lee was also the sole director of Stable
Profit. Further, The Lee Keung Charitable Foundation, of which Mr. Lee was the founder, held
55,000,000 Shares, representing approximately 7.79% of the issued share capital of the Company.
Therefore, Mr. Lee was deemed to be interested in all the foregoing Shares.

3. Ms. Lau personally held 2,420,000 Shares and was entitled to 8,910,000 share options granted
by the Company, the underlying Shares of which she was taken to have an interest.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS (CONTINUED)

() Long positions in Shares (including underlying Shares) (Continued)

(@) The Company (Continued)
Notes: (Continued)

4. Ms. Chu personally held 2,530,000 Shares and was entitled to 5,940,000 share options granted
by the Company, the underlying Shares of which she was taken to have an interest.

5. Ms. Wong personally held 1,060,400 Shares and was entitled to 4,840,000 share options granted

by the Company, the underlying Shares of which she was taken to have an interest. She was
also deemed to be interested in the 385,000 Shares owned by her husband.

(b) Associated corporation of the Company

Percentage of

the issued
voting shares of
Name of associated Personal the associated
corporation Name of Director interests corporation
L. S. Retailing Limited  Mr. Lee 20,000 0%
non-voting
deferred shares
(Note 1)
Note:
1. Mr. Lee beneficially owned 20,000 non-voting deferred shares in L. S. Retailing Limited, all voting

shares of which are wholly-owned by the Company.
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Report of the Directors

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS (CONTINUED)
(I) Long positions in underlying shares and debentures of the Company

Interests in share options

Number of Shares

Date of Balance Outstanding  Adjusted
share as at  Granted Exercised Cancelled Lapsed Adjustments as at  exercise
options 1 March during the during the during the during the  during the 29 February price per
Name of Directors granted 2015 year year year year year 2016 Share Exercise period
(Notes 1 & 2) (Note 3) (Note 3)
HKS
Ms. Lau 27 June 2011 1,666,000 - - - - 166,600 1,832,600 4.300 27 June 2014-26 June 2021
27 June 2011 1,666,000 - - - - 166,600 1,832,600 4.300 27 June 2015-26 June 2021
27 June 2011 1,668,000 - — - - 166,800 1,834,800 4.300 27 June 2016-26 June 2021
10 July 2012 766,000 - - - - 76,600 842,600 2.185 10 July 2014-9 July 2022
10 July 2012 1,166,000 - - - - 116,600 1,282,600 2.185 10 July 2015-9 July 2022
10 July 2012 1,168,000 - - - - 116,800 1,284,800 2.185 10 July 2016-9 July 2022
Ms. Chu 27 June 2011 1,000,000 - - - - 100,000 1,100,000 4.300 27 June 2014-26 June 2021
27 June 2011 1,000,000 - - - - 100,000 1,100,000 4.300 27 June 2015-26 June 2021
27 June 2011 1,000,000 - - - - 100,000 1,100,000 4.300 27 June 2016-26 June 2021
10 July 2012 800,000 - — - - 80,000 880,000 2.185 10 July 2014-9 July 2022
10 July 2012 800,000 - - - - 80,000 880,000 2.185 10 July 2015-9 July 2022
10 July 2012 800,000 - - - - 80,000 880,000 2.185 10 July 2016-9 July 2022
Ms. Wong 27 June 2011 1,000,000 - — - - 100,000 1,100,000 4.300 27 June 2014-26 June 2021
27 June 2011 1,000,000 - - - - 100,000 1,100,000 4.300 27 June 2015-26 June 2021
27 June 2011 1,000,000 - - - - 100,000 1,100,000 4.300 27 June 2016-26 June 2021
10 July 2012 466,000 - - - - 46,600 512,600 2.185 10 July 2014-9 July 2022
10 July 2012 466,000 - — - - 46,600 512,600 2.185 10 July 2015-9 July 2022
10 July 2012 468,000 - - - - 46,800 514,800 2.185 10 July 2016-9 July 2022
Ms. An You Ying 27 June 2011 500,000 - - — (550,000 50,000 - 4.300 27 June 2014-26 June 2021
(‘Ms. An’) 27 June 2011 500,000 - - — (550,000) 50,000 - 4300 27 June 2015-26 June 2021
feggcnjgbzz sory e 20T 500000 - - — (500000 50000 — 4300 27 June 2016-26 June 2021
(Note 4) 10 July 2012 129,000 — (141,900 - - 12,900 - 2.185 10 July 2014-9 July 2022
10 July 2012 333,000 - (18,100) — (348,200 33,300 - 2.185 10 July 2015-9 July 2022
10 July 2012 334,000 - — —  (367,400) 33,400 — 2.185 10 July 2016-9 July 2022
TOTAL 20,196,000 — (160,000 — (2,365,600 2,019,600 19,690,000
Notes:
1. The respective vesting periods of the above share options are from their respective dates of the grant

until the commencement of their respective exercise periods.

2. The closing prices of the Shares immediately before 27 June 2011 and 10 July 2012 on which the share
options were granted were HK$4.65 and HK$2.41 per Share respectively.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS (CONTINUED)

(I) Long positions in underlying shares and debentures of the Company (Continued)

Interests in share options (Continued)
Notes: (Continued)

3. On 18 July 2015, an ordinary resolution was duly passed by the Shareholders at the annual general
meeting of the Company to approve the issue of bonus Shares on the basis of one bonus Share for
every ten existing Shares held by the qualifying Shareholders on the record date (the “Bonus Issue”).
As a result of the Bonus Issue, adjustments were made to the exercise price and the number of Shares
to be allotted and issued upon full exercise of subscription rights attaching to the outstanding share
options with effect from 30 July 2015. The exercise price per Share indicated in the above table is the
exercise price per Share after the said adjustments were made on 30 July 2015. Prior to the adjustments,
the exercise price per Share in relation to share options granted on 27 June 2011 was HK$4.730 while
that in relation to share options granted on 10 July 2012 was HK$2.404. For details, please refer to the
announcement of the Company dated 29 July 2015.

4. The share options were exercised by Ms. An on 18 August 2015, and the weighted average closing
price of the Shares immediately before the exercise dates was HK$2.81 per Share. The exercise price
per Share in relation to the aforesaid exercised share options was HK$2.185.

Save as disclosed above, as at 29 February 2016, none of the Directors or chief executive
(including their spouse and children under 18 years of age) of the Company had any
interests and/or short positions in the 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 and/or short positions which they are taken or
deemed to have under such provisions of the SFO), as recorded in the register required
to be kept by the Company under section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

Save as disclosed in the paragraph headed “Directors’ and chief executive’s interests and
short positions in the shares, underlying shares and debentures of the Company and its
associated corporations” above and the paragraph headed “Share Option Scheme” below,
during the year ended 29 February 2016, (a) at no time was the Company or a specified
undertaking (as defined in the Companies (Directors’ Report) Regulation (Chapter 622D of the
Laws of Hong Kong)) of the Company a party to any arrangements to enable the Directors
or the chief executive of the Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body corporate; and (b) none of the
Directors, their respective spouses nor their respective children under the age of 18 had any
right to subscribe for securities of the Company or had exercised any such rights.
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SHARES ISSUED

During the year ended 29 February 2016, the Company issued 64,318,460 ordinary Shares
under the Bonus Issue. The Board believed that the Bonus Issue was a return to the support
of the Shareholders and would allow the Shareholders to participate in the growth of the
Company by way of capitalization of a portion of share premium account of the Company.

Further, the Company issued 1,372,000 ordinary Shares under the Share Option Scheme, of
which 1,212,000 and 160,000 shares options were exercised at HK$2.404 and HK$2.185
with total consideration received by the Company of HK$2,913,648 and HK$349,600
respectively. For details, please refer to the Share Options Scheme on pages 53 to 55 of this
report.

SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

As at 29 February 2016, according to the register of interests in Shares and short positions
of the Company required to be kept under section 336 of the SFO, the following persons or
corporations (other than the Director or chief executive of the Company) had interests or short
positions in the Shares and underlying Shares which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO:

() Interests and short positions of substantial shareholders in the Shares and
underlying Shares
Long positions in Shares

Number of Shares and nature of interests

Approximate
percentage of

Interests of the issued Share
Name of Beneficial controlled Other capital of the
Shareholders Note owner corporation interests Total Company
Stable Gain 1 225,500,000 - — 225,500,000 31.94%
Stable Profit 1 — 225,500,000 — 225,500,000 31.94%
HSBC Trustee 1 — — 225,500,000 225,500,000 31.94%
Note:

1. Stable Gain held 225,500,000 Shares, representing approximately 31.94% of the issued share capital
of the Company. The entire issued share capital of Stable Gain was registered in the name of Stable
Profit, a company wholly-owned by HSBC Trustee which acted as trustee of the LTB Family Trust, a
discretionary trust, of which Mr. Lee was the founder and an eligible beneficiary thereunder. Mr. Lee
was also the sole director of Stable Profit. Therefore, HSBC Trustee was deemed to be interested in
these Shares in its capacity as trustee (other than a bare trustee) and Stable Profit was deemed to be
interested in these Shares by virtue of the interest of its controlled corporation (being Stable Gain). The
respective interests of Stable Gain, Stable Profit and HSBC Trustee were thus duplicated.

le saunda holdings ltd. ANNUAL REPORT 2016

51



Report of the Directors

SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES (CONTINUED)
(I) Interests and short positions of other persons in the Shares and underlying
Shares
Long positions in Shares

Number of Shares and nature of interests

Approximate
percentage of

the issued
Personal Other Share capital of
Name of Shareholders Note interests interests Total the Company
Ms. Lee Wing Kam 1 6,985,000 55,000,000 61,985,000 8.78%
Rowena Jackie
(“Ms. Lee”)
Ms. Chui Kwan Ho, 2 1,979,000 55,000,000 56,979,000 8.07%
Jacky (“Ms. Chui”)
Ms. Tsui Oi Kuen 3 1,287,000 55,000,000 56,287,000 7.97%
(“Ms. Tsui”)
Ms. Lee, Ms. Chui and 4 — 55,000,000 55,000,000 7.79%

Ms. Tsui as trustees
of The Lee Keung
Charitable Foundation
(the “Charitable
Foundation”)

Notes:

1. Ms. Lee was interested in an aggregate of 61,985,000 Shares (comprising 6,985,000 Shares personally
held as beneficial owner and 55,000,000 Shares jointly held with Ms. Chui and Ms. Tsui as trustees of
the Charitable Foundation), representing approximately 8.78% of the issued share capital of the Company.

2. Ms. Chui was interested in an aggregate of 56,979,000 Shares (comprising 1,979,000 Shares personally
held as beneficial owner and 55,000,000 Shares jointly held with Ms. Lee and Ms. Tsui as trustees of
the Charitable Foundation), representing approximately 8.07% of the issued share capital of the Company.

3. Ms. Tsui was interested in an aggregate of 56,287,000 Shares (comprising 1,287,000 Shares personally
held as beneficial owner and 55,000,000 Shares jointly held with Ms. Lee and Ms. Chui as trustees of
the Charitable Foundation), representing approximately 7.97% of the issued share capital of the Company.

4. Ms. Lee, Ms. Chui and Ms. Tsui jointly held 55,000,000 Shares as trustees of the Charitable Foundation,
representing 7.79% of the issued share capital of the Company. Therefore, all of them were deemed to
be interested in these Shares which were duplicated amongst their respective interests.

Save as disclosed above, as at 29 February 2016, the Company had not been notified
of any other persons (other than the Directors or chief executive of the Company) or
corporation who had interests directly or indirectly and/or short positions in the Shares
and underlying Shares of the Company which would be required to be disclosed to the
Company and the Stock Exchange 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
pursuant to section 336 of the SFO.
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SHARE OPTION SCHEME

At the special general meeting of the Company held on 22 July 2002, the Shareholders
approved the adoption of a share option scheme (the “Scheme”) pursuant to Chapter 17 of
the Listing Rules.

The purpose of the Scheme is to enable the Board to grant options to selected eligible persons
(as defined under the Scheme) as incentives or rewards for their contribution or potential
contribution to the Group. The total number of the Shares available for issue upon exercise
of all options granted under the Scheme must not exceed 23,939,300 Shares, representing
approximately 3.39% of the total number of issued Shares of the Company as at the date of
this report. The aggregate number of the Shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under the Scheme and any other share
options schemes of the Company must not exceed 30% of the Shares in issue from time to
time.

The maximum number of the Shares issued and to be issued upon exercise of options granted
under the Scheme and any other share option schemes of the Company to each eligible
person (including cancelled, exercised and outstanding options) in any 12-month period must
not exceed 1% of the Shares in issue. Any further grant of options in excess of such limit
must be separately approved by the Shareholders with such eligible person and his associates
abstaining from voting.

An option may be exercised in accordance with the terms of the Scheme at any time during
a period commencing on such date on or after the date on which the option is granted as
the Board may determine in granting the option and expiring at the close of business on such
date as the Board may determine in granting the option but in any event shall not exceed 10
years from the date of grant (which is the date of offer of grant if the offer for the grant of
the option is accepted). The minimum period for which an option must be held before it can
be exercised is determined by the Board upon the grant of an option.

The amount payable on acceptance of an option is HK$1.00. The full amount of the exercise
price for the subscription of the Shares must be paid upon exercise of an option.

The price per Share payable on the exercise of an option is to be determined by the Board
provided always that it shall be at least the higher of: () the closing price of the Shares as
stated in the daily quotations sheet issued by the Stock Exchange on the date of offer of
grant (which is deemed to be the date of grant if the offer for the grant of an option is accepted
by the eligible person), which must be a business day; (i) the average closing price of the
Shares as stated in the daily quotations sheets issued by the Stock Exchange for the five
business days immediately preceding the date of offer of grant; and (i) the nominal value of
a Share.

The Scheme expired on 21 July 2012.
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SHARE OPTION SCHEME (CONTINUED)

Pursuant to the Scheme, the Company granted 14,100,000 and 17,440,000 share options to
certain Directors and employees of the Company to subscribe for up to a total of 31,540,000
ordinary shares of HK$0.10 each in the capital of the Company on 27 June 2011 and 10 July
2012 respectively. Particulars of such share options and their movement during the year ended
29 February 2016 were as follows:

Number of Share Options

Balance Outstanding ~ Adjusted
Name or as at Granted Exercised Cancelled Lapsed Adjustments as at  exercise
Category of  Date of share 1 March during the during the during the during the during the 29 February price per
Participant options granted 2015 year year year year year 2016 Share Exercise period
(Notes 1 & 2) (Note 4) (Note 5) (Note 5)
HK$
Directors 27 June 2011 4,166,000 - - — (550,000) 416,600 4,032,600 4.300 27 June 2014-26 June 2021
(Note 6) 27 June 2011 4,166,000 — — - (550,000) 416,600 4,032,600 4.300 27 June 2015-26 June 2021
27 June 2011 4,168,000 - - — (550,000) 416,800 4,034,800 4.300 27 June 2016-26 June 2021
10 July 2012 2,161,000 - (141,900) — - 216,100 2,235,200 2.185 10 July 2014-9 July 2022
10 July 2012 2,765,000 - (18,100) — (348,200) 276,500 2,675,200 2.185 10 July 2015-9 July 2022
10 July 2012 2,770,000 - - - (367,400) 277,000 2,679,600 2.185 10 July 2016-9 July 2022
Sub-total 20,196,000 - (160,000) — (2,365,600 2,019,600 19,690,000
Employees 27 June 2011 333,000 - - - - 33,300 366,300 4.300 27 June 2014-26 June 2021
27 June 2011 333,000 - - - - 33,300 366,300 4.300 27 June 2015-26 June 2021
27 June 2011 334,000 - - - - 33,400 367,400 4.300 27 June 2016-26 June 2021
10 July 2012 734,000 - (81,000) - (302,300) 38,700 389,400 2.185 10 July 2014-9 July 2022
10 July 2012 2,456,000 — (1,131,000 - (455,300) 90,600 960,300 2.185 10 July 2015-9 July 2022
10 July 2012 2,478,000 - - - (328,800) 222,400 2,371,600 2.185 10 July 2016-9 July 2022
Sub-total 6,668,000 —  (1,212,000) —  (1,086,400) 451,700 4,821,300
TOTAL 26,864,000 — (1,372,000) —  (3,452,000) 2,471,300 24,511,300
Notes:
1. The respective vesting periods of the above share options are from their respective dates of the grant until

the commencement of their respective exercise periods.

2. The closing prices of the Shares immediately before 27 June 2011 and 10 July 2012 on which the share
options were granted were HK$4.65 and HK$2.41 per Share respectively.

3. Upon grant of 17,440,000 share options to eligible persons by the Company on 10 July 2012, there were
1,960 shares options available for grant under the Scheme. The Scheme expired on 21 July 2012.

4. The share options were exercised on 14 July 2015, 15 July 2015, 16 July 2015, 17 July 2015 and 18 August
2015 respectively, and the weighted average closing price of the Shares immediately before the respective
exercise dates was HK$3.37 per Share. Please refer to note 5 for the exercise price of the aforesaid exercised
share options.
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SHARE OPTION SCHEME (CONTINUED)
Notes: (Continued)

5.

On 13 July 2015, an ordinary resolution was duly passed by the Shareholders at the annual general meeting
of the Company to approve the Bonus Issue. As a result of the Bonus Issue, adjustments were made to the
exercise price and the number of Shares to be allotted and issued upon full exercise of subscription rights
attaching to the outstanding share options with effect from 30 July 2015. The exercise price per Share indicated
in the above table is the exercise price per Share after the said adjustments were made on 30 July 2015.
Prior to the adjustments, the exercise price per Share in relation to share options granted on 27 June 2011
was HK$4.730 while that in relation to share options granted on 10 July 2012 was HK$2.404. For details,
please refer to the announcement of the Company dated 29 July 2015.

For a detailed breakdown of each of the Directors’ interests in share options, please refer to page 49 of this
report.

CONTINUING CONNECTED TRANSACTIONS

During the year, for the purposes of the Listing Rules, the following tenancy agreements
subsisted between the Group and the connected persons of the Company (as defined under
the Listing Rules):

(1)

Pursuant to a tenancy agreement dated 9 February 2015 (the “Macau Lease”) in respect
of AR/C 2-A; 2-B; 2-C, Beco Da Arruda, 32 Rua de S. Domingos, Macau (the “Macau
Premises”) entered into between Mr. Lee, being a non-executive Director and a controlling
shareholder (as defined under the Listing Rules) of the Company, and Le Saunda Calcado,
Limitada (“Le Saunda Calcado”), an indirect wholly-owned subsidiary of the Company,
Mr. Lee leased the Macau Premises to Le Saunda Calcado for a term of two years
commencing on 1 March 2015 and ending on 28 February 2017. The amount payable
by Le Saunda Calcado under the Macau Lease is HK$400,000 per month or
HK$4,800,000 per annum (equivalent to approximately RMB326,982 per month or
approximately RMB3,923,781 per annum), payable on or before the 5th business day of
each month in cash to Mr. Lee. The Macau Premises continues to be used as a “Le
Saunda” retail shop of the Group.

The total amount of rent paid by the Group to Mr. Lee under the Macau Lease for the

year ended 29 February 2016 was HK$4,720,000 (equivalent to approximately
RMB3,858,384).
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CONTINUING CONNECTED TRANSACTIONS (CONTINUED)

(2) Pursuant to a tenancy agreement dated 9 February 2015 (the “Guangzhou 3005-3009
Lease”) in respect of Units 3005-3009, 30th Floor, Metro Plaza, 183-187 Tian He North
Road, Guangzhou, PRC (the “Guangzhou Premises 3005-3009") entered into between
Super Billion Properties Limited (“Super Billion”), which is indirectly wholly and beneficially
owned by Mr. Lee and his associates, and Fl{F:Ef2 (FE) BRAF (Le Saunda
Business (China) Limited”) (“Le Saunda Business”), an indirect wholly-owned subsidiary
of the Company, Super Billion leased the Guangzhou Premises 3005-3009 to Le Saunda
Business for a term of two years commencing on 1 March 2015 and ending on 28
February 2017. The amount payable by Le Saunda Business under the Guangzhou
3005-3009 Lease is the aggregate of (i) the rent of approximately RMB66,148 per month
or approximately RMB793,776 per annum, payable before the 10th day of each month
in cash to Super Billion; and (i) the management fee of approximately RMB147,806 per
annum, payable in cash on a monthly basis to Guangzhou Metro Plaza Management
Company Limited, an independent third party. The Guangzhou Premises 3005-3009
continues to be used as office premises for the Group’s operation in PRC.

The total amount of rent paid by the Group to Super Billion under the Guangzhou
3005-3009 Lease for the year ended 29 February 2016 was approximately RMB793,776.

The Macau Lease and the Guangzhou 3005-3009 Lease are collectively known as “2015
Lease Agreements”.

The aggregate rent paid by the Group to Mr. Lee and Super Billion under 2015 Lease
Agreements was approximately RMB4,652,160 for the year ended 29 February 2016.

Mr. Lee, being a non-executive Director and a controlling Shareholder, is a connected person
to the Company (as defined under the Listing Rules). Therefore, the transactions contemplated
under the 2015 Lease Agreements constitute continuing connected transactions of the Group
pursuant to Chapter 14A of the Listing Rules. Based on the maximum aggregate annual rental
payable under the 2015 Lease Agreements of approximately RMB4,717,557 for each of the
financial years of the Company ending 29 February 2016 and 28 February 2017 respectively
and the relevant percentage ratios, on an aggregate basis, exceed 0.1% but are less than
5%, the 2015 Lease Agreements constitute continuing connected transactions of the Company
that are exempt from independent Shareholders’ approval requirements but are subject to the
reporting and announcement requirements under Chapter 14A of the Listing Rules.

Details of the above continuing connected transactions of the 2015 Lease Agreements were
disclosed in the Company’s announcement dated 9 February 2015. The Company confirmed
that it has complied with the disclosure requirements in accordance with Chapter 14A of the
Listing Rules in so far as they are applicable.

* For identification purpose only
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CONTINUING CONNECTED TRANSACTIONS (CONTINUED)

All Independent Non-Executive Directors have reviewed, during the year ended 29 February
2016, the above continuing connected transactions and confirmed that such transactions have
been entered into:

(1) in the ordinary and usual course of business of the Group;
(2) on normal commercial terms; and

(8) according to the 2015 Lease Agreements, on terms which are fair and reasonable, and
in the interests of the Shareholders as a whole.

The Company’s auditor was engaged to report on the Group’s continuing connected
transactions in accordance with Hong Kong Standard on Assurance Engagements 3000
“Assurance Engagement Other Than Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants. According to the Board, the auditor has issued an unqualified letter to the Board,
confirming that nothing has come to the auditor’s attention that causes the auditor to believe
that the continuing connected transactions disclosed in this report (1) have not been approved
by the Board; (2) were not, in all material respects, in accordance with the pricing policies of
the Group if the transactions involve the provision of goods or services by the Group; (3) were
not entered into, in all material respects, in accordance with the relevant agreement governing
the transaction; or (4) have exceeded the annua