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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”)
OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “EXCHANGE”)
BRABESRZAERAB (B RIER( RIER D 2458

GEM has been positioned as a market designed to
accommodate companies to which a higher investment
risk may be attached than other companies listed on
the Exchange. Prospective investors should be aware of
the potential risks of investing in such companies and
should make the decision to invest only after due and
careful consideration. The greater risk profile and other
characteristics of GEM mean that it is a market more suited
to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM,
there is a risk that securities traded on GEM may be more
susceptible to high market volatility than securities traded on
the Main Board and no assurance is given that there will be a
liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock
Exchange of Hong Kong Limited take no responsibility for the
contents of this report, makes no representation as to its accuracy
or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or
any part of the contents of this report.

This report, for which the directors (the “Directors”) of Sau San
Tong Holdings Limited (the “Company”) collectively and individually
accept full responsibility, includes particulars given in compliance
with the Rules Governing the Listing of Securities on the GEM
of the Exchange (the "GEM Listing Rules”) for the purpose of
giving information with regard to the Company. The Directors
of the Company, having made all reasonable enquiries, confirm
that, to the best of their knowledge and belief: (1) the information
contained in this report is accurate and complete in all material
respects and not misleading or deceptive; (2) there are no other
matters the omission of which would make any statement herein
or in this report misleading.
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CORPORATE PROFILE A BN

Founded in July 2000, Sau San Tong Holdings Limited and its
subsidiaries (the “Group”) have established itself as one of the
leading beauty and slimming services providers in Hong Kong and
Mainland China over the past years through the introduction of a
series of innovative health and beauty treatment and products as
well as the provision of the most professional and superior beauty
and slimming solution to our customers. The Group was listed
on the Growth Enterprise Market of the Stock Exchange of Hong
Kong Limited (Stock Code: 8200) in November 2003 and is the
first listed beauty and slimming company in Hong Kong.

The Group currently has ten beauty and slimming centres with
four in Hong Kong, one in Macau and five in Mainland China
including two in Beijing, two in Shanghai and one in Shenzhen.
All these centers provide unique all-rounded personalized beauty
and slimming services, health management and anti-ageing
treatment programs etc.. Combining the effective treatments and
comprehensive follow up, all programmes enable customers to
achieve their desired skin quality, weight and body shape in the
healthiest manner.

The Group has been widely recognized and highly praised for
its outstanding products and services, the Group was proud
to receive “My Favorite Wellness Treatment 2015 — Beauty &
Slimming Centre Category” by Jessica Magazine, “The Creditable
Business Awards of Asian Beauty Industry” from the Hong Kong
Hair & Beauty Merchants Association and is honoured to be the
“Caring Company” for eight consecutive years.

To further diversify its businesses, the Group has acquired a
distribution business in Mainland China in 2005, which distributes
P&G’s personal care products in Shanghai, and cosmetic and
skin care products with famous brands like SK-II and Olay in
the eastern and western part of Mainland China. With years of
development, the distribution network is well developed and
with the additions of international famous brands, the growth of
turnover as well as the number of distribution points is impressive.
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CORPORATE PROFILE AR

In recent years, the Group realized that e-Commerce is flourishing
but the beauty and slimming market is still untapped, the business
potential is unpredictable. Therefore, starting from 2012, the
Group invests in developing an one-stop online booking platform
at www.beautyu.com to pave the way for entering into the
e-Commerce new Era.

In March 2015, the Group commenced a new business segment
of investment in securities, with a view that such business will
diversify the income stream of the Group and broaden its revenue
base. It may also improve the capital usage efficiency and
generate additional investment returns on the idle funds of the
Company.

With the existing beauty and slimming business, product
distribution business, franchise co-operation business and
e-Commerce business, the Group is well-equipped to provide the
best-in-class services to our customers.
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SUMMARY OF FINANCIAL INFORMATION OF THE GROUP

REBMBHEERRE

Turnover
Cost of sales

Gross profit
Other revenue and net income
Selling and distribution costs

General and administrative
expenses

Profit from operations
Finance costs

Share of (losses)/profits of joint
ventures

Profit before taxation

Income tax expense

Profit for the year

Non-current assets
Current assets
Current liabilities
Net current assets

Non-current liabilities

Net assets

Capital and reserves
Equity attributable to owners
of the Company
Non-controlling interests

Total equity
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2016 2015 2014 2013 2012
“B-RF i “T-mF -F-= “TCF
HK$'000 HK8'000 HK8'000 HK8'000 HK8'000
FER AT FAT FAT TAT
1,693,550 1,548,256 1,362,916 1,141,662 1,039,785
(1,509,127) (1,335,614) (1,189,750) (974,098) (861,630)
184,423 212,642 173,166 167,564 178,155
21,890 18,225 19,355 4,686 6,787
(83,783) (80,620) (85,050) (83,863) (79,062)
(103,377) (97,964) (85,223) (71,829) (69,429)
19,153 52,283 22,048 16,568 36,451
(3,165) (4.424) (3,647) (1,798) (2,008)

- (2,047) (3,669) 668 (76)

15,988 45,812 14,932 15,428 34,367
(11,400) (7.818) (7,287) (7.870) (7.847)
4,588 37,99 7,645 7,558 26,520
108,834 34,809 41715 42,052 28,290
683,855 560,996 368,899 290,301 265,492
(217,402) (169,054) (162,776) (162,435) (135,819)
466,453 391,042 206,123 127,866 119,673
(22,504) (41,456) (70,078) (20,837) (6,599)
552,783 385,295 177,760 149,281 142,370
537,907 366,541 153,400 125,514 118,088
14,876 18,754 24,360 23,767 23,382
552,783 385,295 177,760 149,281 142,370
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CHAIRMAN’S STATEMENT FE&H %5

| am pleased to present the annual report for the year ended 31
March 2016 (the “Year Under Review”) to the shareholders of Sau
San Tong Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) on behalf of the board of
Directors (the “Board”).

2015 was a year of challenges for the Group and the entire
retail and services industry in Hong Kong. Economic growth of
the People’s Republic of China (the “PRC” or “China”) and the
world slowed down. In 2015, the PRC economy showed signs
of deceleration after years of amazing growth, with the growth in
gross domestic production dropping to 6.9% from 7.3% of last
year, marking the lowest level in the last 25 years. Consumer
sentiments on the luxury retail market were also depressed by
the fluctuations on the capital market. During the Year Under
Review, the stock markets in Hong Kong and China went down
amidst continued fluctuations. Coupled with the social incidences
in Hong Kong, the local consumer sentiments was generally
sluggish. These unfavourable economic factors hindered the
achievement of the original sales targets of the Group for the
year, leading to lower than expected revenues and performance
of the beauty and slimming business. On the other hand, although
substantial volatility in on the local financial market distressed
the performance of the Group’s securities investments business,
which still recorded a revenue of approximately HK$31,639,000
during the Year Under Review. However, in spite of the challenges
faced by the operating environment of the retail and financial
markets, the product distribution business of the Group managed
to attain a satisfactory growth of approximately 12.4% from
approximately HK$1,398,485,000 of last year to approximately
HK$1,572,106,000 of the Year Under Review.
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CHAIRMAN’S STATEMENT FE#HE

Apart from carrying out its core business in the professional
approach consistently during the Year Under Review, the
Group has also proactively identified different opportunities of
acquisitions and development. In June 2015, the Group has
completed acquisition of a beauty centre engaged in the provision
of slimming and beauty services in Hong Kong. The said beauty
centre also brought along satisfactory contributions to the Group’s
turnover and profits during the Year Under Review. Moreover,
in October 2015, the Group has completed acquisition of a
commercial property located in the prime business area in Tsim
Sha Tsui. The Group also entered into a provisional sale and
purchase agreement with the vendor in relation to the acquisition
of another commercial property also located in the prime business
area in Tsim Sha Tsui. The acquisition is expected to complete
in September 2016. Acquisition of properties enables the Group
to carry out its operation of shops from a longer term of strategic
view to minimise the risk of fluctuations in rentals, significantly cut
down rental expenses, enhance the assets and/or revenue bases
of the Group, and to bring potential of capital appreciation to the
Group. In the mid- to long-term, it can also improve the operating
results of the Group.

In November 2015, the Group has relocated its headquarters
from the previous location in Tsim Sha Tsui to the current newly
renovated office of over 5,000 square feet occupying the entire
floor of an A-grade commercial building in Central. In addition
to providing a higher quality and more comfortable working
environment for our employees, this will also enhance the
corporate image of the Group.
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CHAIRMAN’S STATEMENT FE&H %5

In respect of financial performance during the Year Under Review,
the Group’s overall turnover increased from approximately
HK$1,548,256,000 (including revenues from securities investments
of HK$86,400,000) in the previous year to approximately
HK$1,693,550,000 (including revenues from securities investments
of HK$31,639,000) in the Year Under Review, representing a
9.4% increase. Contribution to gross profit for the Year Under
Review was approximately HK$184,423,000, with a decrease of
approximately HK$28,219,000 as compared with approximately
HK$212,642,000 for the same period last year. The decrease was
mainly due to a lower margin in the product distribution business
and a decrease in revenues from securities investments. Revenues
from securities investments have decreased from approximately
HK$86,400,000 of last year to approximately HK$31,639,000 of
the Year Under Review. As a result, the profit attributable to the
owners of the Company significantly receded from approximately
HK$37,527,000 to a loss attributable to the owners of the
Company of approximately HK$3,744,000. During the Year
Under Review, general and administrative expenses amounted to
HK$103,377,000, representing a mild increase of approximately
5.5% or HK$5,413,000 from approximately HK$97,964,000 for the
same period last year. Due to its dedicated efforts in controlling
the operating costs, the Group was able to maintain a relatively
low level of growth in expenses at a time of continued steep
growth.
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CHAIRMAN’S STATEMENT FE#HE

The care we showed to our customers, the professionalism we
demonstrated, the dedication we gave to our service and the
industrial ethics and conduct are Sau San Tong’s tenet, have been
well recognized by our customers and the industry and helped
establish our position in the industry. While not complacent with
our accomplishments, we have been incessantly researching and
developing more effective and personalised new treatments and
products for our valued customers by integrating our extensive
experience accumulated through the years with advanced
technologies. On top of expanding our business, we put equal
emphasis on corporate governance, risk management and social
services. These corporate social responsibilities are of utmost
importance to our sustainable development in the long run. In the
effort to building a harmonious society and a prosperous future,
Sau San Tong always proactively demonstrates its care for the
community, supports various welfare activities and encourages
its employees to participate in various voluntary services. For a
number of consecutive years, Sau San Tong has been awarded
the “Caring Company” logo, which exemplifies our continuous care
and support to the society.

Looking ahead into 2016, United Kingdom voters’ decision through
referendum to leave the European Union may trigger a recession
in the global economy. British withdrawal from the European Union
by referendum indicates the emergence of protectionism on the
international arena, spelling for an increased weight on the global
trade. Currently the outcome of the United States presidential
election in November is attracting everyone’s attention. This will
cast a direct influence on the direction of the economy and capital
market in the United States, and may possibly spark off a global
chain reaction. Given that the Hong Kong economy is dependent
on the global trade to a significant extent, further pressure on the
global trade will inevitably increase the downward force on the
Hong Kong economy, further aggravate the consumer confidence
in the economy and social stability in the future and weaken the
desire of investment and consumption.
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CHAIRMAN’S STATEMENT FE&H %5

On the overall, the Group is in face of a highly challenging
operating environment in which it will strive to capture business
opportunities available. We will continue to examine the situation
carefully and adjust the Group’s development and investment
strategies in the effort of diversifying its business, which in turn will
enable us to respond to the ever-changing market environment
and maximise the interests of the Group and our shareholders as
a whole.

Lastly, | would like to express my sincere gratitude to our
shareholders, my fellow members in the Board and our hard-
working staff, as well as our loyal customers, business partners
and other stakeholders for their valuable contribution and strong
support for the Group. | would also like to take this opportunity
to welcome our new members, Mr. Takashi Togo as an non-
executive director of the Company and several senior management
to join our Group, and to give my heartfelt appreciation to our
ex-executive director Mr. Cheung Ka Heng, Frankie and our ex-
independent non-executive director Mr. Li Kuo Hsing who have
resigned in the Year Under Review, for their long-standing support
and contribution to the Group. With our persistent dedication and
relentless efforts, | am confident that the Group will be able to
overcome any obstacle ahead and adhere to its vision and mission
to bring rewarding returns to all shareholders.

Dr. Cheung Yuk Shan, Shirley
Chairman

Hong Kong, 28 June 2016
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Business Review

In 2016, the economic growth rate for the first season in Hong
Kong was merely 0.8%, mirroring the continuing economic
slowdown. Spending is going to remain constrained under the
expectations for a weakening economy, and the beauty and
slimming industry will inevitably continue to be dragged. Despite
such a backdrop, the Group successfully leveraged on its excellent
brand visibility and solid customer base in both Hong Kong and
China to brave the headwind afflicting the industry.

For the year ended 31 March 2016 (the “Year Under Review”), the
Group recorded a turnover of approximately HK$1,693,550,000,
representing an increase of 9.4% from approximately
HK$1,548,256,000 of last year. This was mainly attributable
to a significant growth of 66.0% in the contributions from the
core business of provision of beauty and slimming services. In
the recent year, given that the Hong Kong population maintains
the predominance of females over males and that many Hong
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MANAGEMENT DISCUSSION AND ANALYSIS EEEst:m RO

Kong females belong to the high-earning group, females have
become an important consumer group for the Hong Kong retail
market with the beauty and slimming services and products being
increasingly viewed as daily necessities more than luxuries. On
the other hand, the demand for beauty and slimming services
and products in the People’s Republic of China (the “PRC”) was
stimulated by the increasing middle-class population. The Group
is positive that still more prosperous results can be accomplished
by riding on the industry leadership in Hong Kong and China and
sound reputation and customer confidence it has built over the
years. The business of distribution sales of cosmetic and skin care
products of Shanghai Dong Fang Ri Hua Sales Co. Ltd. (“Dong
Fang”) maintained a steady growth momentum, generating a
contribution to the turnover of approximately HK$1,572,106,000,
up by 12.4% from approximately HK$1,398,485,000 of last year,
forming another stable source of revenues for the Group.

Profit for the year decreased significantly from approximately
HK$37,994,000 of 2015 to approximately HK$4,588,000, as the
securities investments business newly set up last year brought
along net unrealised gains on financial assets at fair value
through profit or loss of approximately HK$86,400,000 in 2015,
while merely approximately HK$25,977,000 of realised gains
and approximately HK$5,662,000 of net unrealised gains were
recorded for the year due to a sluggish stock market in 2016.
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As at 31 March 2016, cash and bank J
balances increased to approximately
HK$263,867,000 (2015: approximately
HK$182,953,000), whereas liquidity ratio
(represented by a ratio of current assets over
current liabilities) was 3.15:1 (2015: 3.32:1),
reflecting the adequacy of financial resources.
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MANAGEMENT DISCUSSION AND ANALYSIS EEEstmm R o

Beauty, Slimming and Spa Centres

Aggravated by the weak consumption under a
sluggish economy in Hong Kong and decelerating
economic growth in the PRC, as well as other
negative factors such as increasing costs of sales,
rising salaries and inflating rentals, the beauty,
slimming and spa business was unavoidably affected
to some extent in the Year Under Review. Despite
that, the Group recorded a 9.4% increase in the
overall turnover as compared to last year as it
successfully brought its fundamental advantages to the full play to
resist the industry cold snap under the outstanding leadership of
the management. This was a tremendous encouragement to the
Group amidst the severe business environment at the present and
testified to the solid strengths of the Group.

The Group has a long history in the operation of beauty, slimming
and spa centres in Hong Kong and the PRC. With extensive
experience in the industry and committed efforts for innovations,
the Group has continuously introduced sophisticated services and
products of the highest quality for its customers, winning the long-
term favour of its customers for its beauty and slimming products
and services while successfully establishing brand advantages
and customer loyalty. To further fortify its leading position in the
industry, the Group has introduced a number of new beauty,
slimming and anti-ageing treatments and machineries during the
year under review.

Amongst them, the Group has introduced the INDIBA slimming
and beauty treatment in September 2015. Originated in Spain, this
treatment adopted the core INDIBA technology that was found to
generate sound results in numerous areas including medical care,
sports rehabilitation, beauty and body contouring since the eighties
of the last century and was used for medical treatments in Europe
at first. After years of development, INDIBA has obtained the CE
and JFDA certifications and was honoured with a nomination for
the Nobel Prize, gold award at the Geneva International Exhibition
of Inventions, gold award at the Madrid International Exhibition
of Inventions and other awards. It has become a beauty and
slimming project enjoying vast possibilities in terms of applications.
INDIBA uses 448kHz radiofrequency to balance the electrolyte
levels of the cells, nourish and revitalise the cells. At the same
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time, it uses the
transmission of
physical electricity
to the cells to
load them with
positive and
negative charges,

in order to increase the movement and rubbing between the cells
to achieve deep heating that will in turn promotes the circulation
of blood and lymph, improve the quality of the body and enhance
health. When used for slimming, INDIBA attains remarkable results
in body contouring, eliminating oedema and cellulite tissue, and
increasing skin elasticity. When used on the face and eyes, INDIBA
can improve the healing power of the cells, tighten and lift, fight
against aging, moisturise and stimulate collagen production. To
look after the skin characteristics of Asian ladies and to cater for
the different reactions of different body parts, Sau San Tong has
developed a targeted and effective treatment by combining INDIBA
with customised complementary treatments. Our customers have
been eagerly looking forward to experience our INDIBA slimming
and beauty treatment upon the introduction by the Group.

Being a leader in the slimming sector in Hong Kong, the Group is
committed to helping its customers to regain health and beauty
and has introduced many other slimming treatments during
the year, including I-lipo Ultra from the United Kingdom. This
treatment combines the biolaser targeted fat-melting technology
with vacuum suction technology to focus on melting the fat in
the 9mm subcutaneous fat region of and then remove them from
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the body through the lymphatic system after

metabolism. As a result, fat is removed
from the body de facto to sculpt the body

shape. In addition, biolaser can also promote
collagen production to effectively improve
stretch marks, whereas vacuum suction can
increase blood circulation, enhance lymphatic
detoxification, fortify cellulite tissues and
improve skin elasticity.

Another treatment called RadioDerm, on the other hand, combines
multipolar radiofrequency with red photons to catabolise fat
and invigorate the regenerating power of skin, stimulate the
production of collagen and enhance the skin texture to improve
the silhouette for slimming and body contouring effects. In addition
to radiofrequency and red photons, Magic Line treatment also
uses vacuum technologies to accelerate the elimination of body
fat after it is being catabolized. This is a non-invasive procedure
requiring no “downtime” and can attain outstanding results for our
customers in a short period of time.

As the first listed beauty and slimming company in Hong Kong,
the Group has consistently uphold the principles of quality
products, professional services and honest operation. Backed
by the strengths of the brand, the Group has won numerous
awards over the years and enjoys sound reputation in Hong Kong,
Macau and the PRC. It has preserved the outstanding record of
“zero complaint” and was strongly trusted by its customers. With
increasingly intensive market competition, some industry players
have resorted to all possible means including dishonest sales
methods to secure their market shares. Coupled with various
beauty and slimming incidents during recent years and seriously
weak and outdated government supervision, customer confidence
has been impaired. This, however, has at the same time
encouraged the customer demand for quality beauty and slimming
services, enabling the remarkable increase in the turnover from the
beauty, slimming and spa centres of the Group in the Year Under
Review, proving the market’s recognition for the quality products
and services provided by the Group. Maintaining the strategy of
winning with quality, the Group will continue to leverage on its
professional and outstanding beauty and slimming technologies,
bring its brand visibility to the full play, and operate with honest
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and honour, in order to win over the consumers’ trust, secure
a wider business coverage in the high-end market and thereby
realise sustainable growth and return.

Distribution Business in the PRC

Product distribution in the PRC is another core business of the
Group and is carried out by the Group’s subsidiary, Dong Fang.
Dong Fang is one of the top three distributors of P&G in the
greater China in terms of average sales in the PRC, and is the top
distributor in the East China area. It is responsible for the overall
distribution coverage in the Shanghai region and provides supply
and sales services to its customers via various channels, including
electrical appliances merchants, department stores channel, local
modernised retail malls, supermarkets, small-sized supermarkets,
convenient stores, maternity stores and cosmetic stores
headquartered or regionally headquartered in Shanghai. Products
involved include OLAY skincare, Head & Shoulders, Vidal Sassoon,
Pantene, Rejoice, Pampers, Crest, Safeguard, Whisper, Ariel,
Oral-B and Gillette. Moreover, the Company is responsible for the
SK-II business in East and West China areas, covering Shanghai
city, Zhejiang Province, Jiangsu Province, Anhui Province, Henan
Province, Shanxi Province, Sichuan Province and Chongging city
(8 provinces and cities in total), representing a market share of
46% in China mainland.

Health, Beauty and Related Products

The Group spares no efforts in keeping itself abreast of time and
marching at the forefront of the market. Through heavily investing
in the development and introduction of products embedding
advanced technologies and safe ingredients to enrich its portfolio
of health and beauty products, the Group targets to bring to its
customers a wider array of sophisticated product choices. This will
in turn further enhance the attraction of the brand name Sau San
Tong and ensure the Group’s leading market position.

Going forward, the Group will continue to launch different safe and
effective products that meet the different needs of its customers,
helping them to achieve beauty in a healthy way. We believe that
the segment of distribution of health and beauty products will
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continue to make a stable contribution to the Group’s results in
the time ahead.

Franchise Co-operation Business in the PRC

Building on its successful business in Hong Kong and a strong
brand visibility, the Group started venturing into the enormous
market in the PRC back in early 2004 and effectively laid a solid
foundation in the beauty and slimming industry in China ahead
of its counterparts, reaping a sizeable market share. Envying the
outstanding achievement of “Sau San Tong”, competitors, imitators
and even fakers began to spring up like mushroom on the PRC
market where the entry barrier to the industry was relatively low.
To tackle the situation, apart from establishing high-end flagship
centres in China to help clearly identify ourselves, the Group
specially combined the name of our founder, Dr. Cheung Yuk Shan,
Shirley with its brand name to form the new brand of “ik F &
&% ” to establish the uniqueness of the brand, using it to fully
explore the PRC market while letting the market and consumer
more easily distinguish the genuine “Sau San Tong” brand and its
inherent quality and professional products and services, protecting
the consumers’ rights. Since the efforts to developing the franchise
co-operation business in full sail since December 2010, we have
entered into more than 160 franchise co-operation contracts as at
31 March 2016. The rapid growth in the number of franchise co-
operation shops also put “skR EHHME & =" on the top position in the
beauty and slimming industry in China.

BeautyU Online Booking Platform

Following its successful establishment of a huge franchise co-
operation business in China, the Group once again stepped
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ahead of its competitors in launching “BeautyU” (www.beautyu.
com) in 2012, an online beauty and slimming service booking
platform, through which its customers can conveniently and easily
order products and make appointments for different services.
This platform out of the traditional hard-selling and prepayment
business model was warmly welcomed by the retail customers of
the Group, and continued to generate satisfactory results during
the Year Under Review. Moreover, this platform also functions as
a channel to solicit beauty and slimming service providers to join,
helping to propel the Group’s business in the PRC.

Securities Investments Business

As a move to expand its diversified business, the Group has
commenced the new segment of securities investments business
in March 2015 to put the idle funds of the Company into long- and
short-term investments in listed securities in Hong Kong and other
recognised securities markets in the overseas as well as wealth
management products purchased from banks and other financial
institutions, with a view to generate additional income outside its
retail business, to widen its revenue base and minimise the risks
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of the Group on the overall, in order to enhance the capital use
of the Company as well as the interests of the Company and its
shareholders on the overall. During the Year Under Review, the
Group has recorded a revenue of approximately HK$31,639,000
from its investments in the Hong Kong stock market,
encompassing investments in a high variety of industries including
construction, real estates, information technology, software
services, finance, hotels, printing, industry and natural resources,
with the objective of minimising the risks while maximising the
return. As at 31 March 2016, financial assets at fair value through
profit or loss amounted to approximately HK$42,530,000.

Acquisition of Properties

During the Year Under Review, despite a weak retail industry,
the Group leveraged on its solid strengths and adequate funds
to acquire the entire 5th floor of a commercial building in a prime
location in Tsim Sha Tsui at a consideration of HK$45,576,000
on 8 May 2015, capitalising on the opportunities brought by a
sluggish property market. On the one hand, the property can be
used for own use purpose in the future when the rentals go up
for establishment of a beauty, slimming and spa centre to spare
the Group the issue of escalating rentals. On the other hand, it
can be used as an investment for appreciation and enhancing the
quality of the Group’s assets. The acquisition was completed on
23 October 2015.

As it has been renting a number of premises in Hong Kong as its
offices as well as beauty, slimming and spa centres, and given
its optimistic view on the long-term prospects of the property
market in Hong Kong, the Group has long been searching for
appropriate investment opportunities and has continued to acquire
additional properties subsequent to the Year Under Review. On
26 May 2016, the Group has acquired the entire 16th floor of the
same commercial building abovementioned at a consideration
of HK$41,000,000. The vendor shall deliver vacant possession
of the property to the Group upon completion of acquisition.
The property is currently occupied by the vendor for own use
purpose. The Group intends to hold the property for investment
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purposes, or self-use as a beauty, slimming and spa centre and
will, depending on the then market circumstances, lease out all or
part of the property for rental income. The Board believes that the
acquisition of the property represented a prime opportunity for the
Group to invest in commercial properties, and can enhance the
operating results of the Group in the mid- to long-term.

Outlook

The Group played the strengths it has long established to attain
a growth in turnover last year with quality service and products,
honest operation, excellent reputation and good words of mouth.
In face of the slowdown of economic growth in its two major
markets, namely China and Hong Kong, with the economic
growth forecast in Hong Kong being merely 1-2% for 2016, and
the consumer sentiment continuing to be adversely affected, the
Group will continue to consistently maintain a positive attitude to
explore, research and develop more sophisticated and effective
health and beauty products and professional treatments, in order
to meet the pursuit and demand for beauty and health by the
ladies in Hong Kong and China and in turn achieve stable growth
and enhance the performance of the Group’s core business.
Meanwhile, the Group is also devoted to the training of its people,
and has specifically devised training courses targeted at the
employees of the franchise co-operation shops on the mainland
market, with the aim to ensure the consistence in the quality of
operation and services of the beauty, slimming and spa centres
across different places.

In addition, parallel to its focus on the beauty and slimming
business, the Group will also utilise the abundant funds on hand
to identify new investment opportunities, including appropriate
and timely investments in securities and properties, with the
objectives of generating additional return, broadening its revenue
base, enhance the efficiency of capital use and further promote
the performance of the Group in different areas. The Group will
meticulously select sound investments with high return potentials.
Moving forward, the Group will concentrate on bring its strengths,
customer base, reputation and other advantages into full play in
order to actualise stable growth of its core business. This will be
complemented with careful investments in the effort to bring along
more rewarding returns to our investors.
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Corporate Social Responsibility

As a leader in the beauty and slimming industry, the Group is
dedicated to leading the way in enhancing the safety level of the
sector. We have always attached great importance to the safety
of our services and products and exercises stringent quality
control on its products. The machines and materials used in our
treatment services have passed vigorous safety tests and attained
international safety standards. Beauty and slimming consultants
and technicians of both the direct operations and franchise co-
operation businesses of the Group all received professional
training to ensure the provision of safe services of high quality.
Moreover, the Group is the first slimming company in Hong Kong
to set up a free health services hotline to provide consultation
services on weight management. This move is targeted to take
care of different walks of society through suggesting to those
looking to improve their body the correct ways for a balanced diet,
free of charge.

Awards

Widely recognised and highly praised for its outstanding products
and services, the Group was proud to receive “The Creditable
Business Awards of Asian Beauty Industry” from the Hong Kong
Hair & Beauty Merchants Association during the Year Under
Review, and is honoured to be the “Caring Company” for eight
consecutive years.

Charity

Since its establishment, the Group has been actively partaking
in charity affairs and has set up the “Sau San Tong Volunteer
Team” in an effort to support different charity initiatives. During
the Year Under Review, the Group continued to make regular
charity donations in the pursuit for inner beauty, alongside with its
yearning for physical perfection.

Capital Structure, Liquidity and Financial Resources

Cash and bank balances as at 31 March 2016 were approximately
HK$263,867,000 compared to approximately HK$182,953,000
as at 31 March 2015. Gearing ratio of the Group was 4.4%
(2015: 8.2%), based on total of bank borrowings of approximately
HK$24,055,000 (2015: approximately HK$31,734,000) and
the net assets of approximately HK$552,783,000 (2015:
approximately HK$385,295,000). As at 31 March 2016, liability of
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the Group amounted to approximately HK$239,906,000 (2015:
approximately HK$210,510,000), including trade and other
payables of approximately HK$103,894,000 (2015: approximately
HK$122,073,000) arising mainly from the daily operations of
our subsidiary, Dong Fang, deferred income of approximately
HK$18,990,000 (2015: approximately HK$11,708,000), and bank
borrowings of approximately HK$24,055,000 (2015: approximately
HK$31,734,000) arising mainly from the trading activities of Dong
Fang. The liability is intended to be financed by internal resources
of the Group. The liquidity ratio of the Group represented by a
ratio of current assets over current liabilities was 3.15:1 (2015:
3.32:1), reflecting the adequacy of financial resources.

Pursuant to the open offer made by the Company which
completed on 25 September 2015, the Company issued
1,821,135,954 shares in the open offer on the basis of one (1)
offer share for every one (1) share held on the record date at the
subscription price of HK$0.10 per offer share (the “Open Offer”),
resulting in net proceeds of approximately HK$175,278,000.
Details of the Open Offer are set out in the Company’s prospectus
dated 31 August 2015.

Convertible Notes

Pursuant to the subscription agreement entered into between the
Company and Dr. Cheung Yuk Shan, Shirley (“Dr. Cheung”) and an
ordinary resolution passed at the extraordinary general meeting held
on 6 December 2013, the Company issued a convertible note in the
principal amount of HK$20,000,000 to Dr. Cheung (“Subscription
Convertible Note”) on 20 December 2013. The Subscription
Convertible Note is with 2% interest rate per annum and is due in
3 years from the date of issue and convertible into ordinary shares
at an adjusted conversion price of HK$0.136 per conversion share,
subject to adjustments. Up to the date of this announcement, the
Subscription Convertible Note has not yet been converted.

Treasury Policy

The Group adopts a prudent approach towards its treasury policies.
The Group evaluates the financial condition of its customers
regularly to mitigate the credit risk. The average outstanding days of
the Group’s accounts receivable was maintained at below 90 days.
To manage the liquidity risk, the Group closely monitors its liquidity
position to ensure the liquidity structure of the Group’s assets,
liabilities and commitments and to ensure the fulfillment of its
funding requirements. The Group has no investments in derivatives,
bonds or structured financial products.
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Foreign Exchange Exposure

Since the assets, liabilities, revenue and payments of the Group
are mainly denominated in Hong Kong Dollars and Renminbi, the
Group considers that there was no significant exposure to foreign
exchange fluctuations.

Net Assets

As at 31 March 2016, the Group’s net assets amounted to
approximately HK$552,783,000 compared to approximately
HK$385,295,000 as at 31 March 2015. There are no charges on
the Group’s assets as at 31 March 2016 and 2015.

Contingent Liabilities

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

Employee Information

As at 31 March 2016, the Group had 469 (2015: 498)
employees. During the year, the Group’s total staff costs
amounted to approximately HK$90,036,000 (2015: approximately
HK$78,220,000).

The Group’s remuneration policies are formulated on the basis of
the performance and experience of individual employee and are in
line with practices of local markets in which the Group operates. In
addition to salary, the Group also offers to its employees other fringe
benefits including share option, provident fund and medical benefits.

Share Option Scheme

The Group has a share option scheme whereby qualified
participants may be granted options to acquire shares of the
Company, under the terms and conditions stipulated therein, as
incentives or rewards for their contributions to the Group. As at
31 March 2016 there is an aggregate of 13,788,600 outstanding
options to subscribe for 13,788,600 shares of the Company
pursuant to the share option scheme adopted on 4 November
2003, and there are 72,845,438 outstanding options to subscribe
for 72,845,438 shares of the Company pursuant to the share
option scheme adopted on 24 February 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS EEEstmm o #

Future Plans

It is in the view of the Group that with the changing of beauty
and slimming services and products into necessities, coupled
with the continued growth of the middle class in China, the
demand for quality products and services will remain on the
upward momentum in both Hong Kong and the PRC. As such,
the Group will continue to spare no efforts in the development
and introduction of different sophisticated and innovative
treatment, products and machines of supreme quality to nurture
our portfolio of services and products into one that is diversified,
accommodated to market demands and attractive to new
customers. We will however adopt a more careful approach under
the uncertainties in the macroeconomy and operating environment
at present.

Seeing the increasing influence of the social media in Hong Kong
and the rapid growth in the e-tail market in China, the Group
takes e-commerce as an inevitable path to success. The Group
plans to increase its promotional efforts on different social media
platforms in order to increase the awareness of the younger
generation for our brand name Sau San Tong, and thereby
broaden the Group’s customer base. In terms of the PRC market,
the Group will continue to capitalise on the innovative business
model of its online beauty and slimming appointment platform
“BeautyU”, which will serve to fortify the Group’s industry position,
and at the same time improving brand visibility of our brand name
on the internet at relatively low cost, enhance the experience of
making purchases and bookings for our retail customers, and
provide a highly accessible platform to our potential partners of
beauty and slimming service providers to promote entrepreneurial
opportunities.

The Group will also increase the investment of the abundant
funds on hand into securities, properties and other opportunities.
Apart from the generation of additional investment return, it can
also open up new revenue bases and promote the efficiency of
capital use, and thereby procure more rewarding return to our
shareholders.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE EE R 5 E1E

Directors

Executive Director

Dr. CHEUNG Yuk Shan, Shirley (“Dr. Cheung”), aged 41, is the
Chairman of the Board, an Executive Director of the Company and
also the chairman of the Company’s nomination committee. Dr.
Cheung founded the Group in 2000, and over the years, by virtue
of her over 16 years’ expertise in beauty and slimming industry
and profound understanding and unique vision on the market,
she can fully capitalize on the trends and changes in the market
and leading the Group successfully developed into a famous and
reputable brand in Greater China. Dr. Cheung holds an honorary
doctorate degree from Armstrong University, U.S.A. and an
Executive Master degree of Business Administration from Peking
University. Dr. Cheung is responsible for the overall stewardship
of the Group which includes directions and formulating strategies.
With her management style and innovative promotional strategies,
she achieved various accomplishments and leading the Group to a
new height. She also holds directorships in various subsidiaries of
the Company.

Dr. Cheung is an Honorary President of the Federation of Beauty
Industry (H.K.) and she has been appointed as a member of the
Beauty Industry Training Advisory Committee of Education Bureau
— Qualifications Framework in 2006. In the past, Dr. Cheung was
awarded as one of the “100 Outstanding Women Entrepreneurs
in China” by the “Women Entrepreneurs’ Association of China”.
She is also one of the few Hong Kong awardees and one of the
youngest awarded entrepreneurs. Subsequently, Dr. Cheung has
been awarded as one of the “World Outstanding Chinese”.

In respect of social charity, Dr. Cheung is an Honorary Consultant
of The Against Elderly Abuse of Hong Kong. Dr. Cheung has
founded the Shirley Cheung Charity Foundation, which is granted
as an approved charitable organization. As a Chairman of the
Foundation, she leads the team to serve and feedback to the
community in every minute and every moment.
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Mr. MUI Wai Sum (“Mr. Mui”), aged 28, is an Executive Director
and joined the Group in December 2014. He is also a member of
the Company’s nomination committee. He also holds directorships
in various subsidiaries of the Company. Mr. Mui is a Certified
Public Accountant of the Hong Kong Institute of Certified Public
Accountants. He holds a Bachelor of Business Administration
Degree with major in General Finance from the Chinese University
of Hong Kong. Mr. Mui had worked in Corporate Restructuring
Services for an international accounting firm. He has extensive
experience in corporate finance, corporate restructuring and
securities investment. As at the date of this report, Mr. Mui is an
executive director of Sunrise (China) Technology Group Limited (a
company listed on the Growth Enterprise Market of the Exchange,
stock code: 8226) and he is also an executive director of LEAP
Holdings Group Limited (a company listed on the Main Board of
the Exchange, stock code: 1499).

Non-executive Director

Mr. Takashi TOGO (“Mr. Togo”), aged 52, holds a bachelor
degree of Economics from Hitotsubashi University in Japan. He
has over 11 years’ experience in foreign equities investment. He
was the investment manager of several investment funds in Japan
including Yasuda Trust & Banking Corporation Limited and Fuji
Investment Management Company Limited. He also specializes in
merger and acquisitions, his clients cover major reputable Japan
corporations. Mr. Togo has been serving as the chief executive
officer of a consultancy firm in Japan since 2000. He is also
currently participating in a few big property projects in Tokyo and
Osaka.

Mr. Togo is currently an executive director of China Information
Technology Development Limited (a company listed on the Growth
Enterprise Market of the Exchange, stock code: 8178). Save
as disclosed herein, to the best knowledge of the Board, Mr.
Togo does not hold any other directorships in any listed public
companies in Hong Kong or overseas in the last three years.

WEREEMREED =+ A\K: Bii7E
T ORI NFT_ANBAEE - BN A
RRRZIRBEEEKE - BHIPABRRRZM
MBARIZES - BEERBSGHAAEZ
Aftestal - FRBEEREARIXAREINER
BA26  FBEEVE - BEESERR —
RERSFMERH - BUHCETARS - &
RE¥mE  CESARESFRENEHREL
BB BEAREAE  BEEATERE
SEBRAR(BRMEIER ETAR - RHK
5% : 8226) RATEZEREBBR A A (BT E
R ETMAF - RS : 1400) ZTTEE -

FHITES

RBELRE(RBEE]D @525 HEEA
—RBABEBEBETEM - RBEENBINK
AREFTHERBRE T —F&R - WELARX
ZR|WERGZWEKE - BRLTARGEIRT
BERAFRETREEBERAA - REER
BONYE  ERPEESAMABBALE - R
BEEB_ZTEZFR/BAN—REMQAE
EFTHARE - B ATERRMARS EEEAX
EIRE -

RBEEREPREEHMRERERAFZH
TEFEIAAIRR ET QA - RDRK:
8178) - AR EES  LEEEM
o RBEERNBE=FIEBEHMTBEIE
ShEH AR B EEMEER -

SAU SAN TONG HOLDINGS LIMITED & Z#ZRAERA R

Annual Report 2015/16 FEHE

29



DIRECTORS AND SENIOR MANAGEMENT PROFILE EEN SR EIEAEER

Independent Non-executive Director

Mr. HONG Po Kui, Martin (“Mr. Hong”), aged 66, is an
Independent Non-executive Director and joined the Group in
June 2002. He is responsible for giving advices to the board
of Directors and shareholders of the Company. He is also the
chairman of the Company’s audit committee, a member of the
Company’s remuneration committee and nomination committee.
Mr. Hong is a practicing solicitor and a notary public in Hong
Kong. He has been practicing as a solicitor of the High Court of
Hong Kong for over 36 years and is the senior partner of Messrs
Lau, Chan & Ko, Solicitors. He holds a bachelor degree in science
from University of New South Wales. Mr. Hong is an independent
non-executive director of Modern Beauty Salon Holdings Limited (a
company listed on the Main Board of the Exchange, stock code:
919).

Ms. HUI Yat Lam (“Ms. Hui”), aged 42, is an Independent
Nonexecutive Director and joined the Group in March 2008. She is
also a member of the Company’s audit committee, remuneration
committee and nomination committee. Ms. Hui is a fellow member
of the Hong Kong Institute of Certified Public Accountants, the
Association of Chartered Certified Accountants and the Taxation of
Institute of Hong Kong. Ms. Hui has over 20 years of experience
in professional auditing, accounting and financial management
related experience from international accounting firm and listed

group.
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Cavaliere Ms. CHIU Kam Hing Kathy, JP (“Ms. Chiu”), aged
67, joined the Group in October 2013 as an Independent Non-
executive Director, and also as a member of the audit committee,
the remuneration committee and the nomination committee of
the Company. Ms. Chiu has over 29 years of banking experience
in Canada and the Asia Pacific Region. She was Senior Vice
President at the Republic National Bank of New York for almost
thirteen years and was responsible for the management and
investment of third party client’s funds. Ms. Chiu is an associate
and a fellow of the Institute of Canadian Bankers. Ms. Chiu
was appointed as a Justice of the Peace by the Hong Kong
Government in 1992 and as Cavaliere by the ltalian Government
in 1999 and she is Montblanc Outstanding Business Lady of
the year 2002 in Hong Kong. Ms. Chiu is the chairman of Prime
Investments Group Limited and also an independent non-executive
director of National Agricultural Holdings Limited (a company listed
on the Main Board of the Exchange, stock code: 1236). Ms. Chiu
is licensed to carry out asset management business under Type
9 regulated activity under the Securities and Futures Ordinance
(Chapter 571, Laws of Hong Kong).

Senior Management

Mr. TSE Ching Leung (“Mr. Tse”), aged 43, is the Chief Financial
Officer, Qualified Accountant and Company Secretary of the
Group. Mr. Tse is responsible for overseeing the accounting and
financial management and company secretarial functions of the
Group. He is an associate member of Hong Kong Institute of
Certified Public Accountants. Mr. Tse joined the Group in February
2008 and has accumulated over 20 years of accounting and
auditing experience.
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CORPORATE GOVERNANCE REPORT T¥&E4

Introduction

The Board is pleased to present this Corporate Governance
Report in this annual report for the year ended 31 March 2016.

The Board assumes overall responsibility for the leadership and
control of the Group. It believes in good corporate governance
practices that strengthen investors’ confidence, facilitate the
development of the Group, and increase transparency in the
operation of the Group, ultimately striving for the long-term interest
of the Group and enhancement of shareholders’ value.

The Board has reviewed the Group’s corporate governance
practices and is satisfied that the Company has complied with the
code provisions set out in the Corporate Governance Code and
Corporate Governance Report (the “Code”) contained in Appendix
15 of the GEM Listing Rules throughout the year ended 31 March
2016, except for the following deviation:

Code provision A.2.1

Code provision A.2.1 stipulates that the roles of chairman and
chief executive officer should be separate and should not be
performed by the same individual. Currently, the Company does
not have a separate Chairman and Chief Executive Officer and
Dr. Cheung Yuk Shan, Shirley (“Dr. Cheung”), the founder of the
Group, holds both positions. The Board believes that Dr. Cheung
can guide discussions and brief the Board in a timely manner on
pertinent issues given her solid experience and strong connection
in the beauty sector, and that vesting the roles of both Chairman
and Chief Executive Officer in her provides the Group with strong
and consistent leadership and allows for more effective and
efficient planning and execution of long-term business strategies.

Starting from December 2015, after a new Chief Executive Officer
joined the Group, the role of chairman and Chief Executive Officer
are separated and no longer performed by the same individual.
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Code provision A.2.7

Code provision A.2.7 stipulates that the chairman of the board
of directors should at least annually hold meetings with the
non-executive directors (including independent non-executive
directors) without the executive directors’ presence. As Dr.
Cheung, the Chairman of the Board, is also an Executive Director,
the Company has deviated from this code provision as it is not
applicable. Besides, the Chairman of the Board considered that it
was unnecessary as it would be more transparent and efficient to
let the Independent Non-executive Directors express their views
to all Executive Directors in the meetings of the Board. Besides,
the Chairman of the Board always welcomes all Independent Non-
executive Directors to communicate with her directly via email or
phone to discuss any matters of the Company from time to time.

Code provision A.4.1

Code provision A.4.1 stipulates all the non-executive directors
should be appointed for a specific term, subject to re-election. The
term of office for non-executive directors is subject to retirement
from office by rotation and is eligible for re-election in accordance
with the provisions of the Company’s bye-laws. At each annual
general meeting, one-third of the directors for the time being, (or
if their number is not a multiple of three, the number nearest to
but not less than one-third) shall retire from office by rotation. As
such, the Company considers that such provisions are sufficient to
meet the underlying objective of this code provision.

Code provision A.6.7

Code provision A.6.7 stipulates that independent non-executive
directors and other non-executive directors, as equal board
members, should attend general meetings of the Company and
develop a balanced understanding of the views of shareholders.
Mr. Hong Po Kui, Martin, Mr. Li Kuo Hsing, Ms. Hui Yat Lam and
Ms. Chiu Kam Hing, Kathy, being the Independent Non-executive
Directors, due to other unexpected important engagements, were
unable to attend the annual general meeting of the Company held
on 25 September 2015, and the extraordinary general meetings
held on 18 August 2015 and 23 February 2016 respectively.

HE

FRIRICA.2.7

STRAMGEXA27RIR  EESXFAELESF
BT ER(BEBYUFATER)ERS
& BTEETES - ARKBLIREIES
SXIFENTES  M&TAEXETER
R ARRALEBT - WO EFEFERR
R MEFEEH L BUFNGTERTEER
BERABRMAMBERATESRPARSTZEE -
FTAIE LB STUL TR » WS - EFEEF —
BEELMABYIFAITETRBEETHEMNL
BRI AR WEBARRZERER -

FRMEZ A4

STAMEXA4NRT - TBRRITESZRE
EEEEAY YARIEINEESE - FUTE
EFRARBARBZ ARMAAGXHRESELE
BERBEET NERRAEFASL ERE
FZ2=n 22— (HMABULIF=2FH - BlFE
MEADPR =02 - 2Z ANBOARESE -
ANV S S X2l AS T UL 3 8
ZIHRA B o

SFRIESCA.6.7

SRR AG.7RI B WU FRMTTES RHEAM
U TESFRBEARFHULEFTERE -
BEEARRIZBERAGAHBRZERAR
ETH ARAZBIFATEETHENL
£ FEESTE  FREREIREERNZ TR
BEMRBEEHRE - PTARELFEARER
TE-RAFAAZTHBRTZRRAFK
g URDHIRZZE-—HEFNRTNBERZE
—ANFZAZTZHETZRRENAE -

SAU SAN TONG HOLDINGS LIMITED & Z#ZRERA A

Annual Report 2015/16 FEHE

33



34

CORPORATE GOVERNANCE REPORT T¥%&

Code provision C.1.2

Code provision C.1.2 stipulates that the management shall provide
all members of the board with monthly updates. Management
considers that quarterly updates and periodic instant updates
when developments arising out of the ordinary business instead
of monthly updates are sufficient for the Board to discharge its
duties. Besides, during the Year Under Review, the Executive
Directors have provided, and will continue to provide, to all
Independent Non-executive Directors updates on any material
changes to the position and prospects of the Company, which
are considered to be sufficient to provide general updates of the
Company’s performance, position and prospects to the Board and
allow them to give a balanced and understandable assessment
of the same to serve the purpose required by the code provision
C.1.2.

Directors’ Securities Transactions

The Company has adopted a code of conduct regarding Directors’
securities transactions on terms no less exacting than the required
standard of dealings set out in Rules 5.48 to 5.67 of the GEM
Listing Rules. Having made specific enquiry of all Directors, all
Directors confirmed that they had complied with the required
standard of dealings and its code of conduct regarding Directors’
securities transactions throughout the year ended 31 March 2016.

Board of Directors
Composition

As at 31 March 2016, the Board comprised of six Directors,
including two Executive Directors, one Non-Executive Director and
three Independent Non-executive Directors. The composition of
the Board during the year is set out as follows:

Executive Directors

Dr. Cheung Yuk Shan, Shirley (Chairman)

Mr. Cheung Ka Heng, Frankie (resigned on 31 December 2015)
Mr. Mui Wai Sum
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Non-executive Director
Mr. Takashi Togo (appointed on 15 March 2016)

Independent Non-executive Directors

Mr. Hong Po Kui, Martin

Mr. Li Kuo Hsing (resigned on 31 December 2015)
Ms. Hui Yat Lam

Ms. Chiu Kam Hing, Kathy

Mr. Cheung Ka Heng, Frankie (“Mr. Cheung”) resigned as an
executive Director with effect from 31 December 2015 due to his
increased commitment on his personal business interests. Mr.
Cheung has confirmed to the Board that he has no disagreement
with the Board and there is no other matter in respect of his
resignation that needs to be brought to the attention of the
shareholders of the Company.

Mr. Li Kuo Hsing (“Mr. Li") resigned as an independent non-
executive Director with effect from 31 December 2015 as he would
like to devote more time to his business and personal affairs. Mr.
Li has confirmed to the Board that he has no disagreement with
the Board and there is no other matter in respect of his resignation
that needs to be brought to the attention of the shareholders of
the Company.

The composition of the Board reflects the balance of skills and
experience appropriate for the requirements of the Company’s
business and for the exercise of independent decisions. The
Company has one non-executive Director and three independent
non-executive Directors which is more than half of the Board.
They are professionals in different areas and provide independent
opinions based on their expertise.

Biographical details of the current Directors are set out in the
section headed “Directors and Senior Management Profile” on
pages 28 to 31.

The emoluments of the Directors are determined by the Board
of Directors on recommendation of the Remuneration Committee
with the reference to their respective duties and responsibility with
the Company, the Company’s performance and current market
situation. Details of emoluments of the Directors for the Year
Under Review are disclosed in note 7 to the consolidated financial
statements.
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Functions, Roles and Responsibilities of the Board

The Board is responsible for the overall management of the
Company, undertaking the responsibility to lead and control
and to promote the success of the Company through providing
direction and supervision. All Directors are bound by their duties
to make objective decisions in the interests of the Company.
The Board is responsible for the major affairs of the Company,
including the approval and supervision of all major policies, overall
strategies, internal control and risk management systems, material
transactions (particularly transactions involving conflict of interest),
financial information, appointment of Directors and other material
financial and operating matters. Major corporate matters that are
specifically delegated by the Board to the management include the
preparation of annual, interim and quarterly accounts for approval
by the Board before publication, execution of business strategies
and initiatives adopted by the Board, implementation of adequate
internal control systems and risk management procedures, and
compliance with relevant statutory requirements and rules and
regulations.

The Directors have distinguished themselves in their field of
expertise, and have exhibited high standards of personal and
professional ethics and integrity. The Board is of reasonable size
and composition to provide checks and balances that safeguard
the interests of the shareholders and the Company as a whole.
All Directors have given sufficient time and attention to the
Company’s affairs.

Independence

As at the date of this report, the Company has three Independent
Non-executive Directors, at least one of whom has appropriate
professional qualifications or accounting or related financial
management expertise under Rule 5.05 of the GEM Listing Rules.
The Company has received from each of the Independent Non-
executive Directors a confirmation of independence pursuant
to Rule 5.09 of the GEM Listing Rules. As at the date of this
report, the Company in its best knowledge considers all of the
Independent Non-executive Directors to be independent.

Each Independent Non-executive Director is required to inform the
Company as soon as practicable if there is any change that may
affect his/her independence.

There is no relationship (including financial, business, family or

other material/relevant relationship) among the members of the
Board.
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Board Meetings

The Board regularly meets in person or through other electronic
means of communication at least four times a year to, among
other matters, review past financial and operating performance
and discuss the Group’s direction and strategy. Appropriate
notices of regular Board meetings are given to all Directors, who
are all given an opportunity to attend and include matters in the
agenda for discussion. Senior management from time to time
provides to the Directors information on activities and development
of the business of the Group. The Company Secretary takes
detailed minutes of the meetings and keeps records of matters
discussed and decisions resolved at the meetings. Both draft
and final versions of the minutes are sent to all Directors for their
comments and records, and such minutes are open for inspection
with reasonable advance notice.

The Directors can seek independent professional advice in
performing their duties at the Company’s expense, if necessary.
According to the current Board’s practices, should a potential
conflict of interest involving a substantial shareholder or Director
of the Company arise, the matter is discussed in a Board meeting,
as opposed to being dealt with by written resolution. Independent
Non-executive Directors with no conflict of interest should be
present at meetings dealing with conflict issues. When the Board
considers any proposal or transaction in which a Director has a
conflict of interest, the Director declares his interest and abstains
from voting.
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Four meetings of the Board were held during the year. The
attendance of each Director at the meetings of the Board is set

out below:

R

FR-BFEHAETH
FEERIBAHINMT

Number of meetings

REH - BREFHFE

attended/held  Attendance rate
Name of Directors BEENR HEBITEBERE HER
Executive Directors HITES
Dr. Cheung Yuk Shan, Shirley (Chairman) 3= E#HE+(F/E) 4/4 100%
Mr. Cheung Ka Heng, Frankie (resigned KEEEE(R_ZE—hHF 3/3 100%
on 31 December 2015) +ZA=+—H&1E)
Mr. Mui Wai Sum BEREE 4/4 100%
Non-executive Directors FHITES
Mr. Takashi Togo (appointed on RRELTHRE(RZZE—RF 1/1 100%
15 March 2016) “A+ARBEET)
Independent Non-executive Directors BIUFHTES
Mr. Hong Po Kui, Martin BERLE 3/4 75%
Mr. Li Kuo Hsing (resigned on FRELEE(RZZ—HF 2/3 67%
31 December 2015) TZA=+—H#T)
Ms. Hui Yat Lam R 4/4 100%
Ms. Chiu Kam Hing, Kathy e Bzt 3/4 75%
Appointment and Re-election of Directors EERERES

The Company uses a formal, considered and transparent
procedure for the appointment of new Directors. The proposed
appointments will be considered and if thought fit, approved by
the Board after due deliberation and upon recommendation of the
Nomination Committee.

All Directors (including the Independent Non-executive Directors)
are appointed for a specific term and are subject to retirement
by rotation and re-election at least once every three years at the
annual general meeting (“AGM”) of the Company in accordance
with the provisions of the Company’s Articles of Association.

Pursuant to the Code provision A.4.1 of the Code, the non-
executive directors should be appointed for a specific term, subject
to re-election. The Non-Executive Director is not appointed for a
specific term, but he is subject to re-election at the AGM of the
Company in accordance with the Company’s Articles of Association.
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At the forthcoming AGM of the Company, Mr. Takashi Togo and
Ms. Chiu Kam Hing, Kathy shall retire pursuant to the Company’s
Articles of Association. All the above retiring Directors, being
eligible, will offer themselves for re-election at the forthcoming
AGM of the Company. The Board and the Nomination Committee
recommended their re-appointment. The Company’s circular, to
be sent to the Shareholders, contains detailed information of the
above Directors as required by the GEM Listing Rules.

Continuing Professional Development

On appointment to the Board, each Director receives a
comprehensive induction package covering policy and procedures
of the Company as well as the general, statutory and regulatory
obligations of being a Director to ensure that he/she is sufficiently
aware of his/her responsibilities under the GEM Listing Rules
and other relevant regulatory requirements. All Directors shall
participate in continuous professional development to develop and
refresh their knowledge and skills.

The Directors are regularly briefed on the amendments to or
updates on the relevant laws, rules and regulations to ensure that
their contribution to the Board remains informed and relevant.
The Company has been encouraging the Directors and officers to
participate in a wide range of professional development courses
and seminars relating to the GEM Listing Rules, applicable
regulatory requirements and corporate governance practices
organised by professional bodies and/or independent auditors to
further improve their relevant knowledge and skills.

All the Directors also understand the importance of continuous
professional development and are committed to participating any
suitable training or seminars and reading relevant materials to
refresh their knowledge and skills.

Insurance

The Company arranges and reviews annually appropriate insurance
cover in respect of legal action against its Directors and officers.
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Chairman-and Chief Executive Officer

Before the join of an new Chief Executive Officer in December
2015, Dr. Cheung, assumes both positions as the Chairman and
the Chief Executive Officer of the Company. This deviates from
code provision A.2.1, which stipulates that the roles of chairman
and chief executive officer should be separate and should not be
performed by the same individual.

On 1 December 2015, Ms. Kwan Fei Ying (“Ms. Kwan”) joined
the Group as the Chief Executive Officer of the Company. As at
the date of this report, the roles of the Chairman and the Chief
Executive Officer are separated and performed by Dr. Cheung and
Ms. Kwan respectively to ensure a balance of power and authority.

The Chairman provides leadership and is responsible for the
effective functioning and leadership of the Board whereas the Chief
Executive Officer focuses on the Group’s business development
and daily management and operation generally.

Board Committees

The Board has maintained three Board Committees (the “Board
Committee”), namely the Audit Committee, Remuneration
Committee and Nomination Committee, throughout the year to
oversee particular aspects of the Group’s affairs. Each of these
Committees has specific written terms of reference, which deal
clearly with their authorities and duties.

SAU SAN TONG HOLDINGS LIMITED {5 EZERERAT
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Audit Committee

The audit committee of the Company (the “Audit Committee”)
was established on 4 November 2003, with written terms of
reference in compliance with Rule 5.28 to 5.33 of the GEM Listing
Rules. The terms of reference are available on the websites of the
Exchange and the Company.

The Audit Committee comprises all Independent Non-executive
Directors, namely Mr. Hong Po Kui, Martin, Mr. Li Kuo Hsing
(resigned on 31 December 2015), Ms. Hui Yat Lam and Ms. Chiu
Kam Hing, Kathy. The Committee is chaired by Mr. Hong Po Kui,
Martin. No member of the Audit Committee is a member of the
former or existing auditor of the Company.

The primary duties of the Audit Committee include, but are not
limited to, the following: (a) to independent review and supervise
the financial reporting process and internal control systems;
(b) to ensure good communications among Directors and the
Company’s auditor; (c) to recommend the appointment of external
auditor on an annual basis and approval of the audit fees; (d) to
assist the Board in oversight of the independence, qualifications,
performance and compensation of the independent accountant;
(e) to review quarterly, interim and annual results announcements
as well as the financial statements prior to their approval by
the Board; and (f) to provide advice on audit report, accounting
policies and comments to all Directors.

The Audit Committee reviews the quarterly, interim and annual
reports before submission to the Board. Senior representatives of
the external auditor, Executive Directors and senior management
are invited to attend the meetings, if required.

During the year, the Audit Committee has approved the nature and
scope of the statutory audits, and reviewed the quarterly, interim
and annual financial statements of the Group, and was satisfied
that the accounting policies and standards of the Group complied
with the applicable accounting standards and requirements and
that the adequate disclosures have been made.
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Four meetings of the Audit Committee were held during the year.
The attendance of each member at the meetings of the Audit
Committee is set out below:

FRBERZEGAFTOREE - EKEH
FEZZEGEZZBREIIMT

Number of meetings

attended/held Attendance rate
Name of members REBTE HEEBTEERIE HER
Mr. Hong Po Kui, Martin (Chairman) REREE(EE) 3/4 75%
Mr. Li Kuo Hsing (resigned on TEEEE(R_T—RHF 2/3 67%

31 December 2015) +=—A=+—H&MT)

Ms. Hui Yat Lam TR 4/4 100%
Ms. Chiu Kam Hing, Kathy ezt 3/4 75%
Remuneration Committee FEES

The remuneration committee of the Company (the “Remuneration
Committee”) was established on 23 June 2006, with written terms
of reference in compliance with Rules 5.34 to 5.36 of the GEM
Listing Rules and the requirements set out under Code Provision.
The terms of reference are available on the websites of the
Exchange and the Company.

The Remuneration Committee comprises all Independent Non-
executive Directors, namely Mr. Li Kuo Hsing (resigned on 31
December 2015), Mr. Hong Po Kui, Martin, Ms. Hui Yat Lam and
Ms. Chiu Kam Hing, Kathy. The Committee is chaired by Mr. Li
Kuo Hsing (resigned on 31 December 2015).

As disclosed in the announcement of the Company dated 31
December 2015, Ms. Chiu Kam Hing, Kathy has been appointed
as the chairman of the Remuneration Committee to take the place
of Mr. Li Kuo Hsing with effect from 31 December 2015.

The primary duties of the Remuneration Committee include, but
are not limited to, the following: (a) to make recommendations
to the Board on the Company’s policies and structure for all
(b) to make

recommendations to the Board on the remuneration packages of

Directors’ and senior management remuneration;

individual Executive Directors, Non-Executive Directors and senior
management; and (c) to ensure that no Director or any of his
associates is involved in deciding his own remuneration.
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During the year, the Remuneration Committee has reviewed the
remuneration packages of the Executive Directors, the Non-
Executive Director and senior management of the Company.

Two meeting of the Remuneration Committee was held during
the year. The attendance of each member at the meeting of the
Remuneration Committee is set out below:

Al E

FA - FHEZESERIAABNTES I
HITEERSREBB 2 HMES -

FR FHZE@HBITRREZ - EKE D
FHMEZEgeR 2 EREIIMT

Number of meetings

attended/held Attendance rate

Name of members RERE HE S BITEERE HE=R
Mr. Li Kuo Hsing (Chairman) RIS LA (L) 1/1 100%

(resigned on 31 December 2015) (R=ZZE—1F+=A

=+—HET)

Mr. Hong Po Kui, Martin REEE 2/2 100%
Ms. Hui Yat Lam FF—EZ L 2/2 100%
Ms. Chiu Kam Hing, Kathy R+ 2/2 100%

(appointed as chairman on (R=—ZE—HF+=A

31 December 2015) =t+—HEZERERE)
Nomination Committee REZEE

The nomination committee of the Company (the “Nomination
Committee”) was established on 29 March 2012, and the
Company had adopted a terms of reference in compliance with
the Code Provision A.5. The terms of reference are available on
the websites of the Exchange and the Company.

The Nomination Committee comprises, all Executive Directors,
namely Dr. Cheung Yuk Shan, Shirley, Mr. Cheung Ka Heng,
Frankie (resigned on 31 December 2015) and Mr. Mui Wai Sum
and all Independent Non-executive Directors, namely Mr. Hong Po
Kui, Martin, Mr. Li Kuo Hsing (resigned on 31 December 2015),
Ms. Hui Yat Lam and Ms. Chiu Kam Hing, Kathy. The Committee
is chaired by Dr. Cheung Yuk Shan, Shirley.

The primary duties of the Nomination Committee include, but are
not limited to, the following: (a) to review the structure, size and
composition (including the skills, knowledge and experience) of
the Board, and make recommendations to the Board regarding
any proposed changes; and (b) to make recommendations to the
Board on the appointment or re-appointment of Directors and
succession planning for Directors, in particular the Chairman and
the Chief Executive Officer.
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During the year, the Nomination Committee has reviewed the
Board composition, the appointment and re-appointment of
Directors and also succession planning for the Board, the
Chairman and the Chief Executive Officer of the Company. During
the year, the Nomination Committee recommended Mr. Takashi
Togo to be appointed as an Non-Executive Director of the Board.

Two meeting of the Nomination Committee were held during
the year. The attendance of each member at the meeting of the
Nomination Committee is set out below:

HE

FR REZEGCRIEFSZEN EF
ZEREREBHERE WREEE  ARQFEE
RITRBE 2 IS - RESWEHRE
REMEAREZERNES  RAFER - 24
ZEERNEFTERZFEFIRABZLEERIEN
TEE-

FR REZEGHAFTMREGE - EKEH
FRAZREGERZBEREAIIMAT -

Number of meetings

attended/held  Attendance rate

Name of members REHR HE A BITEBRE HE=R
Executive Directors HITES
Dr. Cheung Yuk Shan, Shirley (Chairman) % =&+ (3/) 2/2 100%
Mr. Cheung Ka Heng, Frankie KEELE(R_ZE—AF

(resigned on 31 December 2015) +=ZA=+—H&T) 11 100%
Mr. Mui Wai Sum HEIREE 1/1 100%
Independent Non-executive Directors BV HITES
Mr. Hong Po Kui, Martin RERELE 2/2 100%
Mr. Li Kuo Hsing FRESLE(RZZE—AF

(resigned on 31 December 2015) +=—A=+—HEHTE) 1/1 100%
Ms. Hui Yat Lam FF—EAZ Tt 2/2 100%
Ms. Chiu Kam Hing, Kathy fiherg i e 2/2 100%
Corporate Governance Functions EERBEE

No corporate governance committee of the Company has been
established and the Board as a whole is responsible for performing
the corporate governance duties including: (a) to develop and
review the Company’s policies and practices on corporate
governance; (b) to review and monitor the training and continuous
professional development of Directors and senior management; (c)
to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements; (d) to develop,
review and monitor the code of conduct and compliance manual
(if any) applicable to employees and Directors; and (e) to review
the Company’s compliance with the Code and disclosure in the
Corporate Governance Report.

During the year, the Board has reviewed the Company’s policies
and practices on corporate governance.
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Accountability and Audit
Financial Reporting

The Directors acknowledge their responsibility for preparing the
financial statements of the Group that give a true and fair view
of the state of affairs of the Group. In preparing the financial
statements for the year ended 31 March 2016, the accounting
principles generally accepted in Hong Kong have been adopted
and the requirements of the Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards and Interpretations
issued by the Hong Kong Institute of Certified Public Accountants
and the disclosure requirements of the Hong Kong Companies
Ordinance have been complied with. The Directors believe that
they have complied all applicable accounting policies and applied
them consistently, made judgments and estimates that are prudent
and reasonable. The Directors also ensure the timely publication
of the financial statements of the Group. As at 31 March 2016,
the Directors were not aware of any material uncertainties or
events which may have a significant impact on the Company’s
ability to operate as a going concern. Accordingly, the Directors
have prepared the financial statements on a going concern basis,
which contemplates continuity of normal business activities and
the realisation of assets and settlement of liabilities in the ordinary
course of business.

The reporting responsibilities of the Company’s external auditor,
Baker Tilly Hong Kong Limited, are set out in the “Independent
Auditor’s Report” in this annual report.

Auditor’s Remuneration

The Company reviews the appointment of external auditor on an
annual basis including a review of the audit scope and approval of
the audit fee. During the year, the fee payable to the Company’s
external auditor for audit services amounted to HK$1,196,000 and
fee for non-audit related activities amounted to HK$362,500.
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Internal Control

The Board is responsible for maintaining a sound and effective
internal control system to safeguard the Company’s assets and
shareholders’ interests. The internal control system is designed to
reduce, but not eliminate, risks of failure in operational systems.
The system helps to provide reasonable, but not absolute,
assurance against material misstatement or loss. Systems and
procedures are put in place to identify, manage and control the
risks of different businesses and activities. Risk control limits are
established according to the appropriate authorisation hierarchy.

The internal control system comprises a well-defined organizational
structure with clearly defined lines of responsibility and authority
to ensure effectiveness and efficiency of operations, reliability
of financial reporting and compliance with applicable laws and
regulations. The Board convened meeting periodically to discuss
financial, operational, compliance control and risk management.
During the year ended 31 March 2016, the Board has conducted
a review of the effectiveness of the internal control system of the
Group at its meetings and through reviews performed by the Audit
Committee and executive management, and considered that the
internal control system and procedures of the Group, including the
adequacy of resources, qualifications and experience of staff of
the accounting and financial reporting function, and their training
programs and budget, are adequate and effective and have
complied with the provisions of the Code during the year.

Company Secretary

The primary duties of the Company Secretary include, but are
not limited to, the following: (a) to ensure the Board procedures
are followed and that the activities of the Board are carried out
efficiently and effectively; (b) to assists the Chairman to prepare
agendas and Board papers for meetings and disseminates such
documents to the Directors and Board Committees in a timely
(c) to timely dissemination of announcements and
information relating to the Group to the market; and (d) to maintain

manner;

formal minutes of the Board meetings and other Board Committee
meetings.
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Mr. Tse Ching Leung (“Mr. Tse”) was appointed as the Company
Secretary of the Company. The biographical details of Mr. Tse
are set out under the section headed “Directors and Senior
Management Profile.”

Mr. Tse has confirmed that he has undertaken no less than 15
hours of professional training to update his skills and knowledge.

Shareholders’ Rights
Right to convene an extraordinary general meeting (“EGM”)

In accordance with Article 58 of the Company’s Articles of
Association, any one or more shareholders holding at the date
of deposit of the requisition not less than one-tenth of the paid-
up capital of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right, by
written requisition to the Board or the Company Secretary, to
require an EGM to be called by the Board for the transaction of
any business specified in such requisition.

Right to direct enquiries to the Board

Shareholders may at any time send their enquiries and concerns
to the Board in writing through the Company Secretary by
addressing them to the principal place of business of Company
in Hong Kong at: 16th Floor, Prosperity Tower, 39 Queen’s Road
Central, Central, Hong Kong.

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

Right to put forward proposals at a general meeting

Shareholders are welcomed to suggest proposals relating to
the operations, strategy and/or management of the Group.
Shareholders are request to follow Article 58 of the Company’s
Articles of Association for including a resolution at an EGM. The
requirement and procedures are set out in paragraph headed
“Right to convene an extraordinary general meeting (“EGM”)”
above.
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Communication with Shareholders

The Board is committed to maintaining an ongoing and
transparent communication with all shareholders. The Company
has provided clear and full performance information of the Group
to shareholders in accordance with the GEM Listing Rules
including AGM
and EGM, quarterly, interim and annual reports, announcements

and through various communication channels,

and circulars. Additional information of the Group is also
available to shareholders on the Company’s website at
http://www.sausantong.com.

Shareholders are encouraged to attend the AGM for which not
less than 21 clear days’ notice is given. The Chairman and
Directors are available to answer questions on the Group’s
business at the meeting.

The Group values feedback from shareholders on its effort to
promote transparency and foster investor relationships. Comments
and suggestions are always welcomed.

Constitutional Documents

There are no changes in the Company’s constitutional documents
during the year.

Corporate Governance Enhancement

Enhancing corporate governance is not simply a matter of
applying and complying with the Corporate Governance Code of
the Exchange but also about promoting and developing an ethical
and healthy corporate culture. We will continue to review and,
where appropriate, improve our current practices on the basis of
our experience, regulatory changes and developments. Any views
and suggestions from our Shareholders to promote and improve
our transparency are also welcome.
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The Directors submit herewith their annual report together with the
audited financial statements for the year ended 31 March 2016.

Sau San Tong Holdings Limited (the “Company”) was incorporated
in Cayman Islands on 21 May 2002 as an exempted company
with limited liability under the Companies Law, Cap. 22 (Law 3 of
1961, as consolidated and revised) of the Cayman lIslands and
its shares have been listed on The Growth Enterprise Market (the
“GEM”) of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) since 19 November 20083.

Principal Activities and Business Review

The principal activity of the Company is investment holding. The
principal activities and particulars of the jointly controlled entities
and subsidiaries are set out in note 14 on pages 125 to 127
and note 35 on pages 171 to 178 to the financial statements
respectively.

The Group is principally engaged in the provision of beauty and
slimming services from slimming centres, distribution sales of
cosmetic and skin care products, sale of other health and beauty
products and investment in securities. The slimming centres,
which are operated under the “Sau San Tong” brand name,
provide services such as whole and partial body slimming, weight
management, body treatment services and facial treatment

services to its customers.

Further discussion and analysis of these activities as required by
Schedule 5 to the Hong Kong Companies Ordinance, including
a discussion of the principal risks and uncertainties facing the
Group and an indication of likely future developments in the
Group’s business, can be found in the Chairman’s Statement and
Management Discussion and Analysis set out on pages 5 to 27
of this annual report. This discussion forms part of this directors’
report.
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Financial Statements

The profit of the Group for the year ended 31 March 2016, and
the state of the Group’s affairs as at that date, are set out in the
financial statements on pages 66 to 184.

Dividends

The Directors do not recommend the payment of a dividend in
respect of the year ended 31 March 2016 (2015: Nil).

Summary Financial Information

A summary of the published results and assets, liabilities and non-
controlling interests of the Group for the last five financial years
is set out on page 4. The summary does not form part of the
audited financial statements.

Property, Plant and Equipment

Details of the movements in property, plant and equipment of the
Group are set out in note 11 to the financial statements on page
121.

Convertible notes

Details of the movements in convertible notes of the Group are set
out in note 23 to the financial statement on pages 134 to 135.

Share Capital
Details of the movements in share capital of the Company during

the year are set out in note 28(a) to the financial statements on
page 148 to 150.
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Share Option Scheme
Share option scheme adopted on 4 November 2003

The Company has adopted a share option scheme on 4 November
2003 (the “Expired Share Option Scheme”). The purpose of the
Expired Share Option Scheme is to enable the Company to
grant options to eligible participants as incentives or rewards for
their contribution or potential contribution to the Company and/
or any of its subsidiaries. Eligible participants of the Expired
Share Option Scheme include full-time or part-time employees,
executives or officers (including executive, non-executive directors
and independent non-executive directors) of the Company and/
or any of its subsidiaries and any suppliers, consultants, agents or
advisers who, in the sole opinion of the Board, have contributed
to the Company and/or such subsidiaries.

Share options are granted to the eligible participants at a
consideration of HK$1. Each option gives the holder the right
to subscribe for one ordinary share in the Company. The period
during which an option may be exercised will be determined by
the Board at its absolute discretion, save that no option may
be exercised more than five years after it has been granted. No
option may be granted more than 10 years after the date of
approval of the Expired Share Option Scheme.

The maximum number of shares which may be issued upon
exercise of all outstanding options granted and yet to be exercised
under the Expired Share Option Scheme and any other share
option plans of the Company at any time shall not exceed 30% of
the shares in issue from time to time.
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The total number of shares issued and which may fall to be issued
upon exercise of the options granted under the Expired Share
Option Scheme and any other share option plans of the Company
(including exercised, cancelled and outstanding options) to each
eligible participant in any 12-month period up to the date of grant
in excess of 1% of the number of shares in issue as at the date
of grant, are subject to the Company issuing a circular and the
approval from the Company’s shareholders in a general meeting.

The exercise price for a share in respect of any particular option
granted under the Expired Share Option Scheme (which shall be
payable upon exercise of the option) shall be such price as the
Board in its absolute discretion shall determine, save that such price
will not be less than the highest of (i) the official closing price of the
shares as stated in the daily quotation sheets of the Stock Exchange
on the date of grant, which must be a business day; (i) the average
closing price of the shares as stated in the Stock Exchange’s daily
quotations sheet for the five business days immediately preceding the
date of grant; and (i) the nominal value of a share.

Share option scheme adopted on 24 February 2016

On 24 February 2016, the Company has adopted a new share
option scheme (the “New Share Option Scheme”). The purpose of
the New Share Option Scheme is to enable the Company to grant
options to eligible participants as incentives or rewards for their
contribution or potential contribution to the Company and/or any
of its subsidiaries. Eligible participants of the New Share Option
Scheme include full-time or part-time employees, executives
or officers (including executive, non-executive directors and
independent non-executive directors) of the Company and/or any
of its subsidiaries and any consultants, agents or advisers who, in
the sole opinion of the Board, have contributed to the Company
and/or such subsidiaries.

Annual Report 2015/16 FEH &

BT RAREE & im B R 8l A A
EEMBERETE NS ER2BARNE
RE(REBEETE EEHERRETEZBR
) EITER AT RN AR - MREER
HASIEER+ @A SREBE L A %
TR BB 2 1% - RIA R RZA R 3 58 K
WEE AR A BRRABRAEG L -

RIZC & B Rt 8l IR th 2 R4 E BB X
1 HREAR 21 TEE CRETTR BN
MEAEZTSZRRT @ EZEBIEER ()
BORFEEAROBEREER) AR R
KPR IR E ¢ (i) B D i B IR A
Al DM 2 5 BB S PT B R P2 F T
& R(i)hEE(RERERE)

R-ZB-AF-A-THERAZBRETS

ARABRZE—A"FA -+ HHEHRR—EH
BB ([ ARRERT 8 ) - TR ERT 2
EEREAQNAMEGEARSEER THERE /£
BESEHARAR/RETAHBAGERE
RSB IE B R 2 st Bk 228 - ST AR RSl 2
AERZEERREARAR SEAAKBEA
Al 2B RBEES TBRAESSRBE (B
BT ENTTESRBUIERPITES) - UK
EEZeBURABEARARXZEHBRR]
ER BRI EmER REASEHEERZA
+o



DIRECTORS’ REPORT EE2#{ &

Share options are granted to the eligible participants at a
consideration of HK$1. Each option gives the holder the right
to subscribe for one ordinary share in the Company. The period
during which an option may be exercised will be determined by
the Board at its absolute discretion, save that no option may
be exercised more than five years after it has been granted. No
option may be granted more than 10 years after the date of
approval of the New Share Option Scheme.

The maximum number of shares which may be issued upon
exercise of all outstanding options granted and yet to be exercised
under the New Share Option Scheme and any other share option
plans of the Company at any time shall not exceed 30% of the
shares in issue from time to time.

The total number of shares issued and which may fall to be
issued upon exercise of the options granted under the New Share
Option Scheme and any other share option plans of the Company
(including exercised, cancelled and outstanding options) to each
eligible participant in any 12-month period up to the date of grant
in excess of 1% of the number of shares in issue as at the date
of grant, are subject to the Company issuing a circular and the
approval from the Company’s shareholders in a general meeting.

The exercise price for a share in respect of any particular option
granted under the New Share Option Scheme (which shall be
payable upon exercise of the option) shall be such price as the
Board in its absolute discretion shall determine, save that such
price will not be less than the highest of (i) the official closing
price of the shares as stated in the daily quotation sheets of the
Stock Exchange on the date of grant, which must be a business
day; (i) the average closing price of the shares as stated in the
Stock Exchange’s daily quotations sheet for the five business days
immediately preceding the date of grant; and (iiij the nominal value
of a share.
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Options for the subscription of 86,634,038 Shares have been
granted to a Director, employees and other participants of the
Group under the Share Option Scheme. Details of the share
options movements during the year ended 31 March 2016 under
the Share Option Scheme are as follows:

No. of options

RfE 86,634,038 Bt tn 2 FB A HE AR IR B P i
FERTAKEZ —2EE  EREREMS A

E-BE-ZT
PR EIIA T 2 B2

—REZAS+—RILEEER
BT -

BhREHE
Cancelled/ Market value
Held at 1st Lapsed during Exercised  Outstanding Period during which options Exercise price per share at date
April 2015 Granted during the year during at the are exercisable per share of grant of options
Wo2-5ER theyear  FhiE/ the year yearend  Date granted BRETFOE SRARE  WRABRE
R-B8E ERE P ENGR  ERMABA  RHEH B8 HKS)(Ez)  REZBRHE
Director %
Execuive director /785 :
Mr. Cheung Ka Heng, Frankie 4,689,999 - 4,689,999 - - 2March 2011 (Note) 2 March 2011 10 0.282 0.281
(esigned on 31 December 2015 :K——Hﬁ:ﬂ -f 1 March 2016
GREEE (i) “R--FSfZEE
(H-F-EF+A=-RRE) ~F-RFEA
Mr. Mui Wai Sum - 36,422,719 - - 36,422,719 10 March 2016 10 March 2016 1o 0.066 0.066
BERTE “E-REZRTR 9 March 2021
“5-EZAtHE
ZEC-EZRAA
Chief Executive Officer - 36,422,719 - - 36,422,719 10 March 2016 10 March 2016 to 0.066 0.066
fBas ZE-EZATE 9 March 2021
ZE-REZRTH
EIRI-52ANA
Employee 16,180,501 - 16,180,500 - - 2March 2011 (Nofe) 2 March 201110 0.282 0.281
-] Z2——£-fR 1 March 2016
Wz TREZfCRE
ZE-REZR-H
Other eligible persons 13,788,600 - - - 13,788,600 22 February 2012 (Note) 22 February 2012 0212 0.209
HaERAL “E--E-fotoh &mwwmw
W) St S =
S i
34,659,100 72,845,438 20,870,499 - 86,634,038
Note: irza
The numbers of options and the subscription price per share have been ERESERERZAEEE Y T —OE LA =-+/~H
retrospectively adjusted for the Rights Issue on 26 September 2014 and the THBEE_E-—RENA-TRBAZ ABEBREEEYH
Open Offer on 25 September 2015. o
Equity-Linked Agreement BREH NG E

Save for the share option scheme of the Company as disclosed
in the section headed “Share Option Scheme” above, no equity
linked agreements were entered into by the Group, or existed
during the Year.
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Distributable Reserves

Pursuant to the Companies Law, Cap. 22 (Law 3 of 1961,
as consolidated and reserved) of the Cayman lIslands, share
premium and contributed surplus of the Company are distributable
to the shareholders. As at 31 March 2016, the Company’s
reserves available for distribution to equity shareholders of the
Company amounted to approximately HK$210,756,000 (2015:
HK$120,633,000).

Segment Information

The segment information of the Group for the year ended 31
March 2016 is set out in note 10 to the financial statements on
pages 118 to 120.

Connected Transaction

The “Other related party transactions” as disclosed in the note
33(b) to the consolidated financial statements for the year ended
31 March 2016 do not constitute a connected transaction or a
continuing connected transaction under the GEM Listing Rules.

Directors

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

Executive Directors

Dr. Cheung Yuk Shan, Shirley
Mr. Cheung Ka Heng, Frankie (resigned on 31 December 2015)
Mr. Mui Wai Sum

Non-Executive Director
Mr. Takashi Togo (appointed on 15 March 2016)

Independent Non-Executive Directors

Mr. Hong Po Kui, Martin

Mr. Li Kuo Hsing (resigned on 31 December 2015)
Ms. Hui Yat Lam

Ms. Chiu Kam Hing, Kathy

7k

BRIERENSERE2ERDE(=NR—F

EP = BERE RER])  ARAZBRMEE
KR BB /)E%Hﬁﬁ R-ZZE=RF=A
=t—B ARAADIRTARAREZAA

- %'UL210,756,000/%7E(—%%*£¢ :
120,633,000/ 7T) °

SEEH

AEFEHE-_Z—ARFZA=+—HILFEZ
DEERENREIISEF 120 B 2 H KM
510 °

BEXS

RBE-_ZT-R"F_A=ZT-HLFEZEA
BA TS SR I 5E 33(b) AFT I ER 2 [ At BEE A £
R IW A EREIER EHARRIBE TN ZERS

EE

EERFREHAS  FAETEZEREAT
At

REMEL
RKRBEEER-E—
1BERELE

hF+ZA=+—HEHE)

HITES
BZtEEE (R _E—ANFZA+RBEZT)
BYkHTES

FRELAE (R T
PRzt
R+

HFE+ZA=+—HEHME)

SAU SAN TONG HOLDINGS LIMITED & Z#ZRAERA R

Annual Report 2015/16 FEHE

55



DIRECTORS’ REPORT EE2#{ &

In accordance with Article 87 of the Company’s Articles of
Association, Mr. Takashi Togo and Ms. Chiu Kam Hing, Kathy
will retire at the forthcoming annual general meeting and, being
eligible, offer themselves for re-election.

The Company has received annual confirmations of independence
from Mr. Hong Po Kui, Martin, Ms. Hui Yat Lam and Ms. Chiu
Kam Hing, Kathy as at the date of this annual report and therefore
still considers them to be independent.

Directors’ and Senior Management’s
Biographies

Biographical details of the Directors of the Company and senior
management of the Group as at the date of this annual report are
set out on pages 28 to 31.

Directors’ Service Contracts

Dr. Cheung Yuk Shan, Shirley has entered into a service contract
with the Company for a term of three years commencing 4
November 2003 and will continue thereafter for successive term of
one year unless and until terminate by not less than six months’
notice in writing served by either party to the other provided that
such notice period shall not expire at any time during the first 12
calendar months of the term of the appointment.

The Executive Director is entitled to a basic salary and a
discretionary bonus provided that the aggregate amount of the
bonuses payable to all the Executive Directors for any financial
year of the Company may not exceed 10% of the audited
consolidated net profit of the Group (after taxation and non-
controlling interests but before extraordinary and exceptional items
of the Group) in respect of the financial year.

The Independent Non-executive Directors have been appointed for
a term expiring on 31 July 2015 with the term being renewed for
a further term of one year commencing from 1 August 2015. Save
for a total fee of approximately HK$170,000 for all of them for
the year ended 31 March 2016, the Independent Non-executive
Directors are not entitled to any other remuneration.
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None of the Directors (including those proposed for re-election at
the forthcoming annual general meeting) has a service contract
which is not determinable by the Group within 1 year without
payment of compensation (other than statutory compensation).

Emolument Policy

The emoluments of the Directors and senior management of
the Group are determined by the Remuneration Committee with
reference to their relevant qualifications, experience, competence
and the prevailing market conditions.

The Remuneration Committee was established on 23 June 2006,
and the Company had adopted a revised terms of reference as of
29 March 2012 in accordance with Rules 5.34 to 5.36 of the GEM
Listing Rules and the requirements set out under Code Provision.
Details of the role and work performed by the committee are set
out in “Corporate Governance Report” in this annual report.

Directors’ Interests in Contracts

None of the Directors had a material interest, whether directly or
indirectly, in any contract of significance subsisting during or at
the end of the financial year to which the Company or any of its
subsidiaries was a party.

Permitted Indemnity Provision

The Group has taken out and maintained directors’ liability
insurance throughout the Year, which provides appropriate cover
for legal actions brought against the Directors. The level of the
coverage is reviewed annually.
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Directors’and Chief Executive’s Interests and
Short Positions in Shares

As at 31 March 2016, the interests or short positions of the
Directors and the chief executive of the Company or their
respective associates in shares and underlying shares (the
“Shares”) of the Company or its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
(the “SFQ”)) which are required to be notified to the Company and
the Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO,
including interests and/or short positions which they are deemed
or taken to have under such provisions of the SFO, or which will
be required, pursuant to section 352 of the SFO or as otherwise
notified to the Company and the Exchange pursuant to Rules 5.46
to 5.67 of the GEM Listing Rules were as follows:

Long position in shares of the Company:

EERFETRAERRD 2SS
5974

RZE—RNF=ZA=+—H ARAEZEBRE
BEITBABRESEZHMBATRAATLE
A= (TR RLFHF LSRN FHRPE
il 1) XV ER) 2 Bt RARRERR 5 ([ A% 15 1)
HEESSAR  MERBESRRIAE KIS
XVEBE 7 K& & 85 Eb# E Mg AN A 7 KB 2 FT
(BREBIRES BRI BRAGR - HER
RABERB 2B KR)  HIBIBEES
MEREEFIEIS2 B HEE - HARBAER
FHRAIE5.46 E5.67 IFHE AR R MR
EWOT

RERBRGZIHFE -

Number of shares

RHOEE
Approximate
percentage of
interest in the
Company’s
issued share
capital
Corporate Personal RN
Name of director interests interests Total ERITRARER
EEpE AEER B AR me ZHHNBE DL
Dr. Cheung Yuk Shan, Shirley 125,328,000 161,290,800 286,618,800 7.87%
ok BB L (Note 1)
(BtaE1)
Note: Mtat -

The 125,328,000 shares were held by Biochem Investments Limited
(“Biochem”), a company incorporated in the British Virgin Islands with limited
liability. The entire issued share capital of Biochem is wholly owned by Dr.
Cheung Yuk Shan, Shirley.
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Long position in underlying shares of the Company:
Share Option Scheme
The interests in the underlying shares of the Company arise from

share options granted to the Directors of the Company under the
Company’s share option scheme, details of which are as follows:

RELAEBRG ZIE -

HBIR I &

AR AR 2 #E s K B AR B R E B AOE
AR TARRES ZERE - HFB T

Approximate

percentage
Aggregate interest in the
long position Company’s
in underlying issued share
shares of the capital
Subscription Company N
Name of director/ price per share REAQH BRITRA
chief executive Date of grant Exercisable period BREH HERGH EiRz
ESpE TETHAR RTAH T8 REE HRZEY BRES L
Mr. Mui Wai Sum 10 March 2016 10 March 2016 — HK$0.066 36,422,719 1.00%
BRREE “Z-R"FE=ATH 9 March 2021 0.066 /87T
“E-R"F=At+RHE
—Z_-%=ANH
Ms. Kwan Fei Ying 10 March 2016 10 March 2016 — HK$0.066 36,422,719 1.00%
CEEY e “Z-REZATH 9 March 2021 0.066 % 7T
“E-R¥=RATHZE
—Z_-¥=ANRA
Note: Bist -

The above interest constitutes a long position of the Director and the Chief
Executive in a physically settled equity derivative for the purpose of the SFO.

Save as disclosed above, as at 31 March 2016, none of the
Directors or chief executive of the Company or their respective
associates has any personal, family, corporate or other interests
or short positions in the Shares of the Company or its associated
(within the meaning of Part XV of SFO) as recorded in the register
required to be kept under section 352 of the SFO or as otherwise
notified to the Company and the Exchange pursuant to the
minimum standard of dealings by Directors of the Company as
referred to in Rules 5.46 to 5.67 of the GEM Listing Rules, are
required to be notified to the Company and the Exchange.

HEZRFEGANS  LliBEEEREREREETR
ABRUEYEERATETAZFR

BREXFBEREEN RZT—R"F=A=+—
H ARARES  TEBTHRAEBRESHZH
BALTHMERARRREEEEE(EERES
REAEGHIEXVER) Z’HD R - HB ek
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softh - SRR AR ET3RAIZE5.46 £ 5.67
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Substantial Shareholders’ Interests and Short
Positions in Shares

As at 31 March 2016, so far was known to any Directors or chief
executive of the Company, the following interests of which would
fall to be disclosed under Divisions 2 and 3 of Part XV of the SFO,
or who were deemed to be directly or indirectly interested in 5%
or more of the issued capital of the Company, or which were
recorded in the register of interests required to be kept under
Section 336 of the SFO or have notified to the Company were as
follows:

Long position in Shares:

FTERRRRO 2ERZR AR

RZZE—RF=ZA=1+—8 AR FHEAE
ERTBTRABMAM - THIREREES R

HIEIEPIEXVERE2 R EIDPAETIRE » 5
WRAEENHEEERARAIEBITRAS%
AL R BERBRBEESRPEKRAE

IR EFE L BB RMR NG AL TE
m -
REH 2178 -

Number of shareholding

EREE
Substantial shareholder Capacity Share Percentage
FERR 514 gl BA
Like Capital Limited (Note 1) Beneficial owner 348,400,000 9.57%
(formerly known as CNI Capital Limited) EmEEA
BEERBRAR (M)
(BT#E CNI Capital Limited)
Ethnocentric Investment Limited Interest in a controlled 348,400,000 9.57%
(Notel) (B/a£ 1) corporation
SEEEE 2 R
Capital VC Limited (Note 1) Interest in a controlled 348,400,000 9.57%
BB BER AR (K1) orporation
THLEE 2 s
China Mobile Games and Entertainments Beneficial owner 341,952,000 9.39%

Group Limited

EaEAA

Note 1: Like Capital Limited is a company incorporated in Hong Kong with
limited liability which is wholly owned by Ethnocentric Investment
Limited, a company incorporated in the British Virgin Islands with
limited liability, which is in turn wholly owned by Capital VC Limited, a
company incorporated in the Cayman Islands and the issued shares of
which are listed on the Main Board of the Stock Exchange (stock code:
2324). As such, each of Ethnocentric Investment Limited and Capital
VC Limited is deemed to be interested in all the 348,400,000 Share

held by Like Capital Limited.

Saved as disclosed above, as at 31 March 2016, no person, other
than the Directors of the Company and the chief executive of the
Group whose interests are set out in the section “Directors’ and
Chief Executive’s Interests and Short Position in Shares” above,
has registered an interest or short position in the share capital,
underlying shares and debentures of the Company that was
required to be recorded pursuant to Section 336 of the SFO.
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Directors’ Rights to Acquire Shares or
Debentures

Save as disclosed under the heading “Directors’ and Chief
Executive’s Interests and Short Positions in Shares” above, at no
time during the year were rights to acquire benefits by means of
the acquisition of shares in or debentures of the Company granted
to any Director or their respective spouse or children under 18
years of age, or were any such rights exercised by them; or was
the Company, its holding company, or any of its subsidiaries
or fellow subsidiaries a party to any arrangement to enable the
directors to acquire such rights in any other body corporate.

Competing Interests

None of the Directors or substantial shareholders of the Company
or their respective associates (as defined in the GEM Listing Rules)
has any interest in a business which compete or might compete
with the business of the Group.

Purchase, Sale or Redemption of Listed
Securities of the Company

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

Sufficiency of Public Float

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as at the latest
practicable date prior to the issue of this report, the Company
has maintained a sufficient public float of more than 25% of the
Company’s issued share as required under the GEM listing rules
throughout the Year Under Review and up to the date of this
report.

Corporate Governance
Principal corporate governance practices as adopted by the

Company are set out in the Corporate Governance Report section
set out on pages 32 to 48.
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Events.after the reporting period

(@ On 26 May 2016, Silver Ally International Limited, a wholly-
owned subsidiary of the Group, entered into a provisional
sale and purchase agreement with an independent third
party to acquire a property situated in Hong Kong for a cash
consideration of HK$41,000,000.

(b)  On 11 May 2016, Trillion Well International Finance Company
Limited, a wholly-owned subsidiary of the Group, entered into
a sale and purchase agreement with an independent third
party for the acquisition of the entire equity interest in Sun
Fung Capital Limited (“Sun Fung”) for a cash consideration of
HK$480,000. Sun Fung is a company incorporated in Hong
Kong with limited liability and is principally engaged in the
provision of money lending services in Hong Kong.

(¢ On 23 May 2016, Sau San Tong (Beijing) Investments
Limited, a wholly-owned subsidiary of the Group, entered
into a sale and purchase agreement with the other joint
venturer for the acquisition of the remaining 50% equity
interest in Wealthy Sound Limited for a cash consideration
of HK$4,494,000. After the completion of the acquisition,
Wealthy Sound Limited and its subsidiary will become wholly-
owned subsidiaries of the Group.

Major Customers and Suppliers

During the year, purchases from the Group’s five largest suppliers
accounted for 99.78% (2015: 98.61%) of the total purchases for
the year and purchases from the largest supplier included therein
amounted to 99.78% (2015: 98.54%). Sales to the Group’s five
largest customers accounted for 68.50% (2015: 60.76%) of the
total sales for the year.

None of the Directors of the Company or any of their associates or
any shareholders (which, to the best knowledge of the Directors,
own more than 5% of the Company’s issued share capital) had
any beneficial interest in the Group’s five largest suppliers.

Charitable Donations

Charitable donations made by the Group during the year
amounted to approximately HK$1,917,000 (2015: HK$1,560,000).
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Pre-emptive Rights

There is no provision for pre-emptive rights under the Company’s
Articles of Association and there was no restriction against such
rights under the laws of the Cayman Islands.

Audit Committee

The Audit Committee was established on 4 November 2003,
and the Company had adopted a revised terms of reference as
of 31 March 2016 in accordance with Rules 5.28 to 5.33 of the
GEM Listing Rules. Details of the role and work performed by the
committee are set out in “Corporate Governance Report” in the
annual report. The audit committee has reviewed the consolidated
financial statements of the Group for the year ended 31 March
2016.

Code of Conduct Regarding Securities
Transactions by Directors

The Company has adopted a code of conduct regarding securities
transactions by Director on terms no less exacting than the
required standard of dealings set out in Rules 5.48 to 5.67 of the
GEM Listing Rules. Having made specific enquiry of all Directors,
the Company confirmed that all Directors have complied with the
required standard of dealings set out in Rules 5.48 to 5.67 of the
GEM Listing Rules.

Auditor

Baker Tilly Hong Kong Limited retire and, being eligible offer
themselves for reappointment. A resolution for re-appointment of
Baker Tilly Hong Kong Limited as auditor of the Company is to be
proposed at the forthcoming Annual General Meeting.

On behalf of the Board

Cheung Yuk Shan, Shirley
Chairman

Hong Kong, 28 June 2016
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’:,—.?

BAKER TILLY

HONG KONG | K& i

Independent auditor’s report to the shareholders of
Sau San Tong Holdings Limited

BEEERBRAT

(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Sau
San Tong Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 66 to 184, which
comprise the consolidated statement of financial position as at
31 March 2016, the consolidated statement of profit or loss, the
consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

Directors’ Responsibility for the Consolidated
Financial Statements

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

Auditor’s Responsibility

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

SAU SAN TONG HOLDINGS LIMITED {5 EZERERAT
Annual Report 2015/16 FEH &

BEBEZRERARAZERR
Z BN R &

(RESHSHEMA L R A])

Az SR (A T RS TEM IR )) BB ZFIEN 5 66
EFB4EEGERRARQBDCATEHR&E
REDRAEWMBERAR(GREIERE ) 2Ha 8
BHREX  WESVBERREER T —RF=
A=t —HAZHEEMBHRREK - UARBEZHB
LHFEZHEERER  RAeBakEM2mEK
Bk GAEDREPRLEERTRER MU
REZEABERZHE MEMMTRE -

ESHGEUBRRAREZERR

BERREEARERBEBSAMOSHEMZ
BEMBREERNREB(RTEIDZEER
EREEAMBEHRR  USHEAMBRRIEL
BEEMRFZRBR  REBEERBREEAY
BRI EZ AERES] - AER S M BHRE
MR RFFRER MG 2 EAFHRERL

BB 2 B AE

BPNETERBERMANBREZFEAVH
BRIFEHER - ARMEERNEBBRRS @ I
BEIASN - HPIRBRE TR AR R E - &M
BABRAREANT  HEMEMBALRTIK
EERRRE -



INDEPENDENT AUDITOR’S REPORT B #% & EhiR &

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

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s
preparation of consolidated financial statements that give a
true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

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

Opinion

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

Baker Tilly Hong Kong Limited
Certified Public Accountants
Hong Kong, 28 June 2016

Tong Wai Hang
Practising certificate number P06231
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS #&81E#H &

For the year ended 31 March 2016 HE—T—~F=A=1+—HILFE

(Expressed in Hong Kong-dollars) (LA T 27%1))

Turnover

Cost of sales

Gross profit

Other revenue

Other net income

Selling and distribution costs

General and administrative expenses

Profit from operations
Finance costs

Share of losses of joint ventures

Profit before taxation

Income tax expense
Profit for the year

Attributable to:
Owners of the Company
Non-controlling interests

(Loss)/earnings per share
— Basic

— Diluted

The notes on pages 75 to 184 form part of the consolidated

financial statements.
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F R F
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FEIE R R o

BR(ER) B
— &R

— 3

2016 2015

—E—REF —E—RF

Note HK$’000 HK$’000
Bt FEx FET
3 1,693,550 1,548,256
(1,509,127) (1,335,614)

184,423 212,642

4 21,172 12,791
4 718 5,434
(83,783) (80,620)
(103,377) (97,964)

19,153 52,283
5(a) (3,165) (4,424)
— (2,047)

5 15,988 45,812
6 (11,400) (7,818)
4,588 37,994

(3,744) 37,527

8,332 467

4,588 37,994

HK cents HK cents

Bl JEN

(restated)

(&&&E5))

9

(0.14) 3.52

(0.10) 2.92

FI5EF18AB AN EGRATHBREZ

—HBfp e



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME #ZREBmREMEEKER

For the year ended 31 March 2016 BlZ =T — "F=A=+—HILFE
(Expressed in Hong Kong dollars) (LA T251)

2016 2015
—E—XREF s S5
HK$’000 HK$’000
FET FET
Profit for the year FREF 4,588 37,994
Other comprehensive (loss)/income for FREMEE(ER), K
the year:
ltems that may be reclassified subsequently —~ Ei{g Al geEFH D IEEIB
to profit or loss: ZIEE
— Exchange differences on translation — BREBINEE R R R
of financial statements of foreign FTEEZERZ5 -
operations, net of nil tax W|RIE 2 F58 (5,106) 884
— Reclassification adjustment for — RRAEEER —EWNBARE
the cumulative exchange gain on EREES ZIREFINER
translation of financial statements TR FTE £ BT
of foreign operations transferred to b 5 W e tEH 2 E¥T 058
profit or loss upon deregistration of a PEE - B 25
subsidiary, net of nil tax - B)
Other comprehensive (loss)/income for FREMEZE(ER) Wi
the year (5,106) 879
Total comprehensive (loss)/income for FREE(EE) WRBE
the year (518) 38,873
Attributable to: EER
Owners of the Company ZIN/NESIETF =N (6,134) 37,984
Non-controlling interests FEFER HE 5,616 889
(518) 38,873
The notes on pages 75 to 184 form part of the consolidated FEI5EF1B4 B ZMFDMERET BT Z

financial statements. — {5 o
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At31 Marchi2016 1 2B= < =A =+~
(Expressed in Hong Kong-dollars) (L47& 7T 271))

Non-current assets

Property, plant and equipment
Intangible assets

Goodwill

Interests in joint ventures
Deposit paid

Current assets

Inventories

Financial assets at fair value through
profit or loss

Trade receivables

Prepayments, deposits and other
receivables

Amounts due from joint ventures

Amounts due from related parties

Cash and cash equivalents

Current liabilities

Bank loans

Trade payables

Other payables and accrued charges
Amount due to a director

Amounts due to joint ventures
Amounts due to related parties
Deferred income

Convertible notes

Current tax payable

Net current assets

Total assets less current liabilities

RBEE
ME BB RRE
i AE

HE
RABDE S
BfiEs

RBEE

FE
BAYEFABRTEZ
TREE

FEWE 575K IH
ENFE ek
HoAth YR IR
FEW & B EFIA
FE YR BEE AL FRIR
ReMREFEY

RBAE

RITER

e E Z50A

Hip e sA K ERT & A
BN —REFHA
eIt A =B ENIA
FEREE A LR
EFEWA

QEAES
FEE BT IR

RBEEFH

EERBERRBDAEE

SAU SAN TONG HOLDINGS LIMITED 5 Z#ZRER AR
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Note
HtaF

11
12
13
14
15

16

17
18

18
14
19

20
21
21
22
14
19

23
24(a)

e BRI R

2016 2015
—E—REF —E—h0F
HK$’000 HK$’000
FET FET
84,055 29,581
3,776 4,908
16,884 320
4,119 —
108,834 34,809
10,559 18,712
42,530 95,400
212,094 139,351
150,248 115,796
3,117 —
1,440 8,784
263,867 182,953
683,855 560,996
24,055 31,734
39,693 51,758
64,201 70,315
37 39

— 1,854
46,366 —
18,990 11,708
19,759 —
4,301 1,646
217,402 169,054
466,453 391,942
575,287 426,751




CONSOLIDATED STATEMENT OF FINANCIAL POSITION &4 B ik R &
At 31 March 2016 R=—ZE—<XF=H=+—H
(Expressed in Hong Kong dollars) (LA T 271)

2016 2015
. - Y iy
Note HK$°000 HK$’000
ks FET FHET
Non-current liabilities kRBEE
Convertible notes AR E R 23 = 19,290
Other long-term liability HEmRHEE 27 18,497 17,786
Deferred tax liabilities RIETHIBEEE 24(b) 4,007 4,380
22,504 41,456
NET ASSETS EEFHE 552,783 385,295
CAPITAL AND RESERVES EAXRK#HE 28
Share capital A% 36,422 18,211
Reserves i 501,485 348,330
Total equity attributable to owners EEBRAREHEEA
of the Company e AaTa 537,907 366,541
Non-controlling interests JEVE R 14,876 18,754
TOTAL EQUITY EREE 552,783 385,295

Approved and authorised for issue by the board of directors on 28 BEEeRN T —RNENAZTN\BHERERE

June 2016 Tz -
Cheung Yuk Shan, Shirley Mui Wai Sum
REM WEZ
Director Director
EZE EFE

The notes on pages 75 to 184 form part of the consolidated FISEF18AB AT ERATBREZ
financial statements. — &5 -

SAU SAN TONG HOLDINGS LIMITED £ 5EZ#Z=RERAT
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For the year ended 31 March 2016

FH= —=F

{:39==1

(Expressed in Hong Kong-dollars) (LA T 251)

At 1 April 2014

Changes in equity for
2015:

Profit for the year
Other comprehensive
income

Total comprehensive
income for the year

Cancellation of share
options

Appropriation to the
PRC statutory
Surplus reserve

Conversion of
convertible notes
into ordinary shares

Issue of shares

Share issue expenses

Dividends paid to
non-controling
interests

At 31 March 2015

Note
it

R-E-mE
mA-A

ZE-1Ey
EngH.

EREH
ERENE

EReAkEES

BT

BNTELR
BERE

BRUBRRER
EER
2
281a)i)
281

il

BIFARX

[ FodboEs
28

i3

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY #REE=E 8K
T-ARFE=A=F+—HLEE
Attributable to owners of the Company
BEALAHEA
Share- The PRC
based Convertile  statutory Acc- Non-
Share Share  Merger  Exchange  payment notes  surplus Other  umulated controling Total
capital  premum  reseve  reseve  reserve  feseve  reserve  resenve losses Total interests equity
Rty W@k hEER
Rr BREE  abRE  EXRE  AYER  ZERE RERE EMEE  ZHER Ak FiRER EREE
HK$000  HKB'000  HKS000  HK$'000  HKS'000  HKS000  HKB000  HKS'000  HKS000  HK'000  HKS000  HK$'000
Fér AT TEr FEr TEr TR TEr TET FEL TEr TEr FEr
2,980 181393 (3,637) 7,896 7,750 1,925 6,673 48 (b1,628) 153400 24360 177,760
- - - - - - - -5 s 467 37994
- - - 457 - - - - - 457 2 879
- - - 457 - - - -5 3% 89 38878
- - - - (623) - - - 623 - - -
- - - - - - 2,09% - (2,09) - - -
2,18 29088 - - - () - - - 30470 - 30470
13,103 135,850 - - - - - - - 148953 - 148953
- (4,266) - - - - - - - (4,266) - (4,266)
- - - - - - - - - - (649%)  (6.49)
15,231 160,637 - 457 (623) (711) 2,09% - %04 2314 (5,606) 207,53
18211 342,090 (3,637) 8,353 1127 1214 8,769 48 (15574 36541 18754  385,2%

ZR=t-A

SAU SAN TONG HOLDINGS LIMITED 5 Z#Z B ERA A
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 March 2016 &2
(Expressed in Hong Kong dollars) (A&7

At 1 April 2015

Changes in equity for
2016:

Profit for the year
Other comprehensive
loss

Total comprehensive
loss for the year

Equity-settled share-
based transactions

Expiration of share
options

Appropriation to the
PRC statutory
surplus reserve

Issue of shares

Share issue expenses

Dividends paid to
non-controling
interests

At 31 March 2016

The notes on pages 75 to 184 form part of the consolidated

R-E-IE
mA-A

ZR-AEY
Big9.

Emigh
ERERR

EREDR

BRDELE
BBEE

EGU

BIFARL

[ FkdpuEs
8

261a)i)
281

RZE-RE
ZA=t-8

financial statements.

GABBEBHE

T-RE=ZA=+—HLEE
2751])
Attributable to owners of the Company
BERELTEEA
Share- The PRC
based Convertible statutory Acc- Non-
Share Share  Merger Exchange  payment notes  surplus Other  umulated controlling Total
capital  premium  reserve  reserve  reserve  reseve  reseve  reserve  losses Total interests equity
Rt AR AEEE
Bk ROEE AKRE EXRE ARRE ZERE BRER EMEF 2HEE af FEREE BREE
HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS000  HKS'000  HKS'000 HKS'000  HKS'000  HKS'000  HKS'000
Fér FEn  TEn FEn FEn TEn TEn FEn FEr  TEn TEn TEn
18211 342,080  (3,697) 8,353 1121 1,214 8,769 48 (15574) 366541 18,754 385,209
- - - - - - - - (3744 (3,744 8,332 4,588
- - - (2,390) - - - - - 2390 (276 (5108)
- - - (2,390) - - - - (8744 (6,134) 5,616 (518)
- - - - 2,22 - - - - 2,022 - 2,022
- - - - (5,179) - - - 5179 - - -
- - - - - - 2,64 - (2,264) - - -
18211 163,902 - - - - - - - 18113 - 182113
- (6,835) - - - - - - - (6,835) - (6,835)
- - - - - - - - - - (9494) (9,494
18211 157,067 - (2,390 (2957) - 2,264 - (829) 171,366  (3,878) 167,488
36,422 499,007  (3,637) 5,963 4170 1214 11,088 48 (16403 837907 14876 552,783

—&bn -

FISE2F 184 B 2T EHEATBRERZ

Annual Report 2015/16 FE#H &



CONSOLIDATED STATEMENT OF CASH
For the year ended 31 March 2016 HE—T—~F=A=1+—HILFE
(Expressed in Hong Kong-dollars) (LA T 27%1))
Operating activities RESEE
Profit before taxation BR 15 A 7
Adjustments for: AT AR
— Net unrealised gains on financial - *”?@?)\TE Z
assets at fair value through profit CREECRE
or loss Wizt 558
— Interest income — FLEHA

— Net loss on disposal of property,
plant and equipment

— Finance costs

— Equity-settled share-based
payment expenses

— Amortisation of intangible assets

— Depreciation of property, plant and
equipment

— Impairment losses on trade and
other receivables

— Write off of other receivables,
deposits paid and amounts due
from related parties

— Share of losses of joint ventures

— Net foreign exchange (gain)/loss

Operating profit/(loss) before
changes in working capital

Decrease in inventories

(Increase)/decrease in trade
receivables

Decrease/(increase) in financial assets
at fair value through profit or loss

Increase in prepayments, deposits and
other receivables

Increase in amounts due from joint
ventures

Decrease/(increase) in amounts due
from related parties

(Decrease)/increase in trade payables

(Decrease)/increase in other payables
and accrued charges

Decrease in deferred income

Decrease in amounts due to joint
ventures

Increase/(decrease) in amounts due to
related parties

Annual Report 2015/16 FE&HE
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— P EL At FE KR IE
BES REW
R AN T FIB

- ﬁ@fﬁ/\%ﬁ%EﬂE

— [EX )/JEETE/?%E

EEESEBAZ
mEEA, (BR)

W BB (M), A

Tﬂﬂiﬁ%)\?ﬁﬁé
e /(i“ilﬂ)
fﬁﬁ CIEe R EALEIR
/MIEi'jJD
JEUL A & 1 S FRIEIE N

JEUN R A £ 508
B (3 )
FERZESFECRD ), 1A
Efb BN ERTE A
CRA) /8 hn
R IR
EREEEER
VE%en
FETEEE A T5RIE
#n, )

FLOWS

LERMEE

o
’%T\/\

Note
(i3

5(a)

5(b)
5(c)

5(c)

5(c)

5(c)

HEnER

2016 2015
—AxE  —T-HE
HK$’000 HK$'000
FEx FET
15,988 45,812
(5,662) (86,400)
(1,363) (348)
259 379
3,165 4,424
2100 —
1,843 1,814
12,463 9,385
339 333
4,695 17,710
— 2,047
(2,107) 341
31,842 (4,508)
8,153 7,560
(68,848) 15,466
58,532 (9,000)
(36,983) (48,740)
(3,117) —
6,434 (5,720)
(12,065) 9,394
(6,144) 13,240
(2,356) (5,963)
(1,854) (42)
46,366 (1,511)




CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 March 2016 &
(Expressed in Hong Kong dollars) (LA

TLE5)

Cash generated from/(used in)
operations

PRC Enterprise Income Tax paid
Interest received

Net cash generated from/(used in)
operating activities

Investing activities

Net cash outflow on acquisition of a
subsidiary

Deposit paid for the acquisition of a
joint venture

Proceeds from disposal of property,
plant and equipment

Payment for the purchase of property,
plant and equipment

Payment for the purchase of intangible

assets

Net cash used in investing activities

Financing activities

Proceeds from new bank loans

Proceeds from issue of shares,
net of expenses

Repayment to a director

Repayment of bank loans

Dividends paid to non-controlling
interests

Interest paid on convertible notes

Interest paid on bank loans

E-E—RNEZA-+—HILEE

®E(AR)REEKZ
BE

ENTFERRMER

RGNS

kB (AR REEHZ
REFE

REED

WiE—EHEAR RS
piphaep:2-2

WE—maeEdtxeced
BE

HEME - EBERREZ

3 30R
WEWE  BERRHZ
35

BEEVEE MR

RARREFH RS FHE

BMEED

FIBIRITE R Z PSR

BITRAD 2 RIS HRIA -
FERFA S

BE-—REFZEN

EERITER

A F IR 2 IR

EXNEEIES R,
ERRITERME

VAN
g =]

Note
ftat

32

REMRNER

2016 2015
—E-AF —T-RF
HK$°000 HK$'000
FET FIET
19,960 (29,819)
(8,669) (7,866)
1,006 348
12,297 (37,337)
(14,503) -
(4,119) —
51 41
(65,984) (6,554)
(711) —
(85,266) (6,513)
92,092 75,672
175,278 144,687
2 (691)
(98,231) (84,500)
(9,494) (6,495)
(400) (400)
(1,585) (1,904)

SAU SAN TONG HOLDINGS LIMITED & Z#ZRERA A

Annual Report 2015/16 FEHE



CONSOLIDATED STATEMENT OF CASH FLOWS #ZLelREeRERX
For the year ended 31 March 2016 HE—T—~F=A=1+—HILFE
(Expressed in Hong Kong-dollars) (LA T 27%1))

2016 2015
—E-XREF —E-RF
Note HK$’°000 HK$°000
(i3 FEx FET
Net cash generated from financing REBEZFEHZHE
activities B 157,658 126,369
Increase in cash and cash ReRBESZEEYIEM
equivalents 84,689 82,519
Cash and cash equivalents at ROB—BAZREREE
1 April ZEY 182,953 99,647
Effect of foreign exchange rate EXEEH o HE
changes (8,775) 787
Cash and cash equivalents at R=ZA=1+—HZERER
31 March HEeZEY 263,867 182,953

The notes on pages 75 to 184 form part of the consolidated FISEF184AB AN EGRATBREZ
financial statements. — /45 o

SAU SAN TONG HOLDINGS LIMITED {5 EZERERAT
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Company information

Sau San Tong Holdings Limited (the “Company”) is a
company incorporated in the Cayman lIslands on 21 May
2002 as an exempted company with limited liability under the
Companies Law Cap. 22, (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands and its shares have
been listed on The Growth Enterprise Market (the “GEM”)
of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) since 19 November 20083.

The Company is domiciled in the Cayman Islands and has its
registered office and principal place of business at Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-
1111, Cayman Islands and 16th Floor, Prosperity Tower, 39
Queen’s Road Central, Central, Hong Kong, respectively.

Significant accounting policies
(a) Statement of compliance

The consolidated financial statements for year ended 31
March 2016 comprise the Company and its subsidiaries
(together the “Group”) and the Group’s interests in joint
ventures.

These consolidated financial statements have been
prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”), which
collective term includes all applicable individual Hong
Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance.
These consolidated financial statements also comply
with the applicable disclosure provisions of the GEM
Listing Rules.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

NFER

EFEERERIARA(ARA DR _-F
E_FRAA-T-HARBER=HEER
F2R2BRANE(—NARN—FEB= - K45
BREFT)NREHESEMKLSERR
ERRATF - MERNE-ZT=F+—H
THhEEREBBAXSMERA R (K
AT D RIEMR(TRIZEMR ) £ e

RRARIANRSHSR/AZE  AMER
N = B ZE 255 B Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands
BEEPREFRBEPIOREREERNE
1642 o

FESITEE
(a) EBHI=EEH

HE_ZT-—RF=A=+—HILF
BEZHEEMBBRREEART LA
(ol PN RN SETEDIPSFI =
BRAEhFEEES -

AR MBBRERDREMBERE
BMBRELEN(BEYHREE
A ke RBEEGTMAS
(IBEEETMAE )EMZHE @
EREEMBHREEN  FEE
AHEA(TEEGTER ) KRE)
BB ARG RAREERBRD
ZHRBERERSE - WEHRA VR
RINAT & B AR LR R 258 A

BRI -

SAU SAN TONG HOLDINGS LIMITED & Z#ZRAERA R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 38 RSN - HIAETIIR)
2 Significant accounting policies (Continued) 2 FESTBEX@®
(a) Statement of compliance (Continued) (a) EBHIEBRE)

The HKICPA has issued the following amendments

to HKFRSs that are first effective for the current

accounting period of the Group:

Amendments to HKAS 19, Employee benefits: Defined benefit
plans: Employee contributions

Annual Improvements to HKFRSs 2010 - 2012 Cycle

Annual Improvements to HKFRSs 2011 - 2013 Cycle

Except as described below, the above amendments do
not have significant impact on the Group’s consolidated
financial statements.

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

The Group has not applied any new or revised HKFRSs
that is not yet effective for the current accounting
period (see note 38).

A summary of the significant accounting policies
adopted by the Group is set out below.

SAU SAN TONG HOLDINGS LIMITED {5 EZERERAT
Annual Report 2015/16 FEH &
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (& R & RSN » 1514

2 Significant accounting policies (Continued)

(b)

Basis of preparation of the consolidated financial
statements

The measurement basis used in the preparation of
consolidated financial statements is the historical cost
basis except that the financial instruments classified as
financial assets at fair value through profit or loss are
stated at their fair values (see note 2(g)).

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

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

Judgements made by management in the application
of HKFRSs that have significant effect on these
consolidated financial statements and major sources of
estimation uncertainty are discussed in note 37.

THIR)

2

e B mRME

FESHEER®)
b) BERBRE>FERERE

MESREMBBRRBREAZIGAER
BRELRAELE D BEREA
FEFABSZEREE WK T
HRIAE A HERE(RIE2(9) °

RUNTEBTAEVBRELA 2K
MEREAFEEEEIELALE - &
T RER - MxFHE - A5 R®
RETEBRRZERMEE A&
RPARRAXZ2HEHE - %5
AAREBEERERIRESERR T
TREBATHERAEZZEAM
AERERMIEL - HERBERY
EAEMKETESBHZEE
REEZREEED 62 2% -
ERGERAEEZSET TR -

At RAEBRREFER - WE
HARHERTER EZE - AIRE
AT RERR - MBI ER
B K BRHIRE - RIRMER] 2 BARE I
B 1% AR HERR

EEEREAHZFEAMHHREK
BERFEZBEVHREERIRE
FVER 2 #IE - A R BABAE = 2K
TR ABRT M 5L 37 amdt
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NOTES TO THE CONSOLIDATED FINANCI

(Expressed in.Hong Kong dollars unless otherwise indicated) (F&

2

HAEEAS - A

Significant accounting policies (Continued)

(c)

Subsidiaries and non-controlling interests

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

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

that there is no evidence of impairment.

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has not
agreed any additional terms with the holders of those
interests which would result in the Group as a whole
having a contractual obligation in respect of those
interests that meets the definition of a financial liability.

SAU SAN TONG HOLDINGS LIMITED {5 EZERERAT
Annual Report 2015/16 FEH &
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AL STATEMENTS RE MBI R

TESTEE®)

(c)

MEQRARIFERER

MEBARAAREZER ZER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

2 Significant accounting policies (Continued)

(c)

Subsidiaries and non-controlling interests
(Continued)

Non-controlling interests are presented in the
consolidated statement of financial position within
equity, separately from equity attributable to the
owners of the Company. Non-controlling interests in
the results of the Group are presented on the face
of the consolidated statement of profit or loss and
the consolidated statement of profit or loss and other
comprehensive income as an allocation of the total
profit or loss and total comprehensive income or loss
for the year between non-controlling interests and the
owners of the Company.

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

When the Group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest in that
subsidiary with a resulting gain or loss being recognised
in profit or loss.

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost less
impairment losses (see note 2(k)(ii)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Bk 548 sERAN -

2

Significant accounting policies (Continued)

(d)

Joint ventures

A joint venture is an arrangement whereby the Group
or the Company and other parties contractually agree
to share control of the arrangement, and have rights to
the net assets of the arrangement.

An investment in a joint venture is accounted for in
the consolidated financial statements under the equity
method. Under the equity method, the investment is
initially recorded at cost, adjusted for any excess of
the Group’s share of the acquisition-date fair values
of the investee’s identifiable net assets over the cost
of the investment (if any). Thereafter, the investment is
adjusted for the post acquisition change in the Group’s
share of the investee’s net assets and any impairment
loss relating to the investment (see notes 2(f) and 2(k)
(i)). Any acquisition-date excess over cost, the Group’s
share of the post-acquisition, post-tax results of the
investees and any impairment losses for the year are
recognised in the consolidated statement of profit or
loss, whereas the Group’s share of post-acquisition
post-tax items of the investees’ other comprehensive
income is recognised in the consolidated statement of
profit or loss and other comprehensive income.

When the Group’s share of losses exceeds its interest
in the joint venture, the Group’s interest is reduced
to nil and recognition of further losses is discontinued
except to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf
of the joint venture. For this purpose, the Group’s
interest is the carrying amount of the investment under
the equity method together with the Group’s long-term
interests that in substance form part of the Group’s net
investment in the joint venture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

2 Significant accounting policies (Continued)

(d)

(e)

Joint ventures (Continued)

Unrealised profits and losses resulting from transactions
between the Group and its joint ventures are eliminated
to the extent of the Group’s interest in the joint
ventures, except where unrealised losses provide
evidence of an impairment of the asset transferred, in
which case they are recognised immediately in profit or
loss.

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which
is calculated as the sum of the acquisition-date fair
values of the assets transferred by the Group, liabilities
incurred by the Group to former owners of the acquiree
and the equity interests issued by the Group in
exchange for control of the acquiree. Acquisition-related
costs are recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired
and the liabilities assumed are recognised at their fair
values, except that:

— deferred tax assets or liabilities and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with
HKAS 12, Income taxes, and HKAS 19, Employee
benefits, respectively;

— liabilities or equity instruments related to the
replacement by the Group of an acquiree’s
share-based payment awards are measured in
accordance with HKFRS 2, Share-based payment;
and

— assets (or disposal groups) that are classified as
held for sale in accordance with HKFRS 5, Non-
current assets held for sale and discontinued
operations, are measured in accordance with that
standard.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Bk 548 sERAN -

2

Significant accounting policies (Continued)

(e)

(f)

Business combinations (Continued)

Gooduwill represents the excess of:

(i) the aggregate of the fair value of the consideration
transferred, the amount of any non-controlling
interest in the acquiree and the fair value of the
Group’s previously held interest in the acquiree;
over

(i) the net fair value of the acquiree’s identifiable
assets and liabilities measured at the acquisition
date.

When (ii) is greater than (i), then its excess is
recognised immediately in profit or loss as a gain on a
bargain purchase.

Non-controlling interests may be initially measured
either at fair value or at the non-controlling interests’
proportionate share of the fair value of the acquiree’s
identifiable net assets. The choice of measurement
basis is made on a transaction-by-transaction basis.

Goodwill

Goodwill arising on an acquisition of a business is
carried at cost established at the date of acquisition
of the business (see note 2(e)) less accumulated
impairment losses. Goodwill arising on a business
combination is allocated to each cash-generating unit,
or groups of cash-generating units, that is expected to
benefit from the synergies of the combination and is
tested annually for impairment (see note 2(k)(ii)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (¥ R & RSN

2 Significant accounting policies (Continued)

(9)

Financial assets at fair value through profit or loss

Investments in equity securities held-for-trading are
classified as current assets. Any attributable transaction
costs are recognised in profit or loss as incurred.
At the end of each reporting period the fair value is
remeasured, with any resultant gain or loss being
recognised in profit or loss.

When the investments are derecognised or impaired
(see note 2(Kk)(i)), the cumulative gain or loss recognised
in equity is reclassified to profit or loss. Investments
are recognised/derecognised on the date the Group
commits to purchase/sell the investments or they

expire.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Bk 548 sERAN -

2

Significant accounting policies (Continued)

(h)

Property, plant and equipment

Iltems of property, plant and equipment are stated at
cost less accumulated depreciation and impairment
losses (see note 2(k)(ii).

The cost of self-constructed items of property, plant
and equipment includes the cost of materials, direct
labour, the initial estimate, where relevant, of the costs
of dismantling and removing the items and restoring
the site on which they are located, and an appropriate
proportion of production overheads and borrowing
costs (see note 2(x)).

Depreciation is calculated to write off the cost of
items of property, plant and equipment (except for
construction in progress), less their estimated residual
value, if any, using the straight line method over their
estimated useful lives at the following annual rates:

Land and buildings Over the unexpired

term of lease

Machinery
Furniture and fixtures

10.0% — 33.3%
10.0% — 33.3%
10.0% — 33.3%

Office and computer
equipment

20.0% or over the

remaining terms of

Leasehold improvements

leases (whichever is

shorter)

Motor vehicles 20.0% — 30.0%

Both the useful life of an asset and its residual value, if
any, are reviewed annually.

Gains or losses arising from the retirement or disposal
of an item of property, plant and equipment are
determined as the difference between the estimated
net disposal proceeds and the carrying amount of the
item and are recognised in profit or loss on the date of
retirement or disposal.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

2 Significant accounting policies (Continued)

(i)

0

Intangible assets (other than goodwill)

Expenditure on research activities is recognised
as an expense in the period in which it is incurred.
Expenditure on development activities is capitalised if
the product or process is technically and commercially
feasible and the Group has sufficient resources and the
intention to complete development. The expenditure
capitalised includes the costs of materials, direct
labour, and an appropriate proportion of overheads
and borrowing costs, where applicable. Capitalised
development costs are stated at cost less accumulated
amortisation and impairment losses (see note 2(K)(ii).
Other development expenditure is recognised as an
expense in the period in which it is incurred.

Amortisation of intangible assets is charged to profit or
loss on a straight-line basis over the assets’ estimated
useful life of 5 years.

Both the period and method of amortisation are
reviewed annually.

Leased assets

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
time in return for a payment or a series of payments.
Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless
of whether the arrangement takes the legal form of a
lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Bk 548 sERAN -

2

Significant accounting policies (Continued)

0

Leased assets (Continued)

(i)

(ii)

Classification of assets leased to the Group

Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. Leases which do
not transfer substantially all the risks and rewards
of ownership to the Group are classified as
operating leases.

Operating lease charges

Where the Group has the use of assets held
under operating leases, payments made under
the leases are charged to profit or loss in equal
instalments over the accounting periods covered
by the lease term, except where an alternative
basis is more representative of the pattern of
benefits to be derived from the leased asset.
Lease incentives received are recognised in profit
or loss as an integral part of the aggregate net
lease payments made. Contingent rentals are
charged to profit or loss in the accounting period
in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

2 Significant accounting policies (Continued)

(k)

Impairment of assets

(i)

Impairment of investments in equity securities
and other receivables

Investments in equity securities and other current
and non-current receivables that are stated at
cost are reviewed at the end of each reporting
period to determine whether there is objective
evidence of impairment. Objective evidence of
impairment includes observable data that comes
to the attention of the Group about one or more
of the following loss events:

— significant financial difficulty of the debtor;

— a breach of contract, such as a default or
delinquency in interest or principal payments;

— it becoming probable that the debtor
will enter bankruptcy or other financial
reorganisation;

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

— a significant or prolonged decline in the
fair value of an investment in an equity
instrument below its cost.

If any such evidence exists, any impairment loss
is determined and recognised as follows:

—  For investments in joint ventures recognised
using the equity method (see note 2(d)), the
impairment loss is measured by comparing
the recoverable amount of the investment
with its carrying amount in accordance with
note 2(k)(ii). The impairment loss is reversed
if there has been a favourable change in the
estimates used to determine the recoverable
amount in accordance with note 2(k)(ii).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Bk 548 sERAN -

A TR

2 Significant accounting policies (Continued)

(k) Impairment of assets (Continued)

(i) Impairment of investments in equity securities

and other receivables (Continued)

If any such evidence exists, any impairment loss is

determined and recognised as follows: (Continued)

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

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event
occurring after the impairment loss was
recognised, the impairment loss is reversed
through profit or loss. A reversal of an
impairment loss shall not result in the asset’s
carrying amount exceeding that which would
have been determined had no impairment
loss been recognised in prior years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (Fk 348585 - HIAETAIR)

2 Significant accounting policies (Continued)

(k)

Impairment of assets (Continued)

(i)

Impairment of investments in equity securities
and other receivables (Continued)

Impairment losses are written off against the
corresponding assets directly, except for
impairment losses recognised in respect of
trade and other receivables, whose recovery
is considered doubtful but not remote. In this
case, the impairment losses for doubtful debts
are recorded using an allowance account. When
the Group is satisfied that recovery is remote,
the amount considered irrecoverable is written
off against trade and other receivables directly
and any amounts held in the allowance account
relating to that debt are reversed. Subsequent
recoveries of amounts previously charged to
the allowance account are reversed against
the allowance account. Other changes in the
allowance account and subsequent recoveries
of amounts previously written off directly are
recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated)

(B SHEH

2 Significant accounting policies (Continued)

(k) Impairment of assets (Continued)

(ii)

Impairment of other assets

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that the following assets may
be impaired or, except in the case of goodwill, an
impairment loss previously recognised no longer
exists or may have decreased:

—  property, plant and equipment;

— intangible assets;

—  goodwill; and

— investments in subsidiaries in the Company’s
statement of financial position.

If any such indication exists, the asset’s
recoverable amount is estimated. In addition, for
goodwill, the recoverable amount is estimated
annually whether or not there is any indication of
impairment.

—  Calculation of recoverable amount

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

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

2 Significant accounting policies (Continued)

(k)

Impairment of assets (Continued)

(if)

Impairment of other assets (Continued)

Recognition of impairment losses

An impairment loss is recognised in profit
or loss if the carrying amount of an asset,
or the cash-generating unit to which it
belongs, exceeds its recoverable amount.
Impairment losses recognised in respect of
cash-generating units are allocated first to
reduce the carrying amount of any goodwill
allocated to the cash-generating unit (or
group of units) and then, to reduce the
carrying amount of the other assets in the
unit (or group of units) on a pro rata basis,
except that the carrying value of an asset
will not be reduced below its individual fair
value less costs of disposal (if measurable),
or value in use (if determinable).

Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been
a favourable change in the estimates used
to determine the recoverable amount. An
impairment loss in respect of goodwill is not
reversed.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss
been recognised in prior years. Reversals of
impairment losses are credited to profit or
loss in the year in which the reversals are
recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated)

2

(B SHEH

Significant accounting policies (Continued)

o

(m)

Inventories

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

Cost is calculated using the first-in-first-out formula and
comprises all costs of purchase, costs of conversion
and other costs incurred in bringing the inventories to
their present location and condition.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make
the sale.

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

Trade and other receivables

Trade and other receivables are initially recognised
at fair value and thereafter stated at amortised cost
using the effective interest method, less allowance for
impairment of doubtful debts (see note 2(k)(i)), except
where the receivables are interest-free loans made to
related parties without any fixed repayment terms or
the effect of discounting would be immaterial. In such
cases, the receivables are stated at cost less allowance
for impairment of doubtful debts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (& R & RSN » 1514

2 Significant accounting policies (Continued)

(n)

Convertible notes

Convertible notes that can be converted to equity share
capital at the option of the holder, where the number
of shares that would be issued on conversion and the
value of the consideration that would be received at
that time do not vary, are accounted for as compound
financial instruments which contain both a liability
component and an equity component.

At initial recognition the liability component of the
convertible notes is measured as the present value of
the future interest and principal payments, discounted
at the market rate of interest applicable at the time of
initial recognition to similar liabilities that do not have
a conversion option. Any excess of proceeds over the
amount initially recognised as the liability component
is recognised as the equity component. Transaction
costs that relate to the issue of a compound financial
instrument are allocated to the liability and equity
components in proportion to the allocation of proceeds.

The liability component is subsequently carried at
amortised cost. The interest expense recognised in
profit or loss on the liability component is calculated
using the effective interest method. The equity
component is recognised in the convertible notes
reserve until either the note is converted or redeemed.

If the note is converted, the convertible notes reserve,
together with the carrying amount of the liability
component at the time of conversion, is transferred
to share capital and share premium as consideration
for the shares issued. If the note is redeemed, the
convertible notes reserve is released directly to
accumulated losses.

THIR)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated)

(B =B EHI -

2 Significant accounting policies (Continued)

(o)

(p)

(a)

Interest-bearing borrowings

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

Trade and other payables

Trade and other payables are initially recognised at
fair value. Trade and other payables are subsequently
stated at amortised cost unless the effect of
discounting would be immaterial, in which case they
are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand and deposits with banks and securities
brokers that are readily convertible into known amounts
of cash and which are subject to an insignificant risk of
changes in value, having been within three months of
maturity at acquisition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

2 Significant accounting policies (Continued)

(1)

Employee benefits

(i)

Short term employee benefits and
contributions to defined contribution
retirement plans

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

The Group operates a mandatory provident fund
scheme in Hong Kong and defined contribution
government pension schemes in the People’s
Republic of China (the “PRC”).

Contributions to mandatory provident fund
as required under the Hong Kong Mandatory
Provident Fund Schemes Ordinance, are
recognised as an expense in profit or loss as
incurred.

The employees in the PRC are members of the
retirement benefit scheme organised by the
government in the PRC. The Group is required
to contribute, based on a certain percentage of
payroll, to the retirement benefit scheme to fund
the benefits. The only obligation of the Group
with respect to the retirement benefit scheme
is to make the required contributions under the
scheme. Contributions to this retirement benefit
scheme are recognised as an expense in profit or
loss as incurred except to the extent that they are
included in the cost of inventories at the end of
the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Bk 548 sERAN -

2 Significant accounting policies (Continued)

()

(s)

Employee benefits (Continued)

(i) Share-based payments

The fair value of share options granted to
employees is recognised as an employee cost
with a corresponding increase in share-based
payment reserve within equity (see note 2(s)).

Equity-settled share-based payment transactions

The Company operates a share option scheme under
which the Group receives services or goods from its
directors, employees and other eligible participants as
consideration for share options of the Company. The
fair value is measured at grant date using the Black
Scholes model, taking into account the terms and
conditions upon which the options were granted. Where
the employees have to meet vesting conditions before
becoming unconditionally entitled to the options, the
total estimated fair value of the options is spread over
the vesting period, taking into account the probability
that the options will vest.

During the vesting period, the number of share options
that is expected to vest is reviewed. Any resulting
adjustment to the cumulative fair value recognised in
prior years is charged/credited to the profit or loss for
the year of the review, unless the original employee
expenses qualify for recognition as an asset, with a
corresponding adjustment to the share-based payment
reserve. On vesting date, the amount recognised as
an expense is adjusted to reflect the actual number
of options that vest (with a corresponding adjustment
to the share-based payment reserve) except where
forfeiture is only due to not achieving vesting conditions
that relate to the market price of the Company’s
shares. The equity amount is recognised in the share-
based payment reserve until either the option is
exercised (when it is transferred to the share premium
account) or the option expires (when it is released
directly to accumulated losses).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (Fk 348585 - HIAETAIR)

2 Significant accounting policies (Continued)

®

Income tax

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

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

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

2

FESHEER®)
) FriE®

FRAABHEEEHRALELER
REENBEZEY - BEHIHEK
EXRBEERABZEHNES
B M i B 0 Lt 2 T K i i R
SEENERERCREEH A
EZBERT - BREARED IR EAM
PENEHE RN EDRER

% BIBLIB BRI 4 A AR B A SR
R 2 I D MR AT OB
52 B E E 2 AR A BUE -
Rt 41 2 B BORE 2
i -

EREMAEEENRBETID B A AN
MRERVEREZHEL  ABE
BEREMBHRERR2EERAR
FREERENE 2 EZR - R
MEEENBARPBRAEBELKR
HARBERRES °

SAU SAN TONG HOLDINGS LIMITED & Z#ZRAERA R

Annual Report 2015/16 FEHE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Bk 548 sERAN -

2

Significant accounting policies (Continued)

(t)

Income tax (Continued)

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

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes,
the initial recognition of assets or liabilities that affect
neither accounting nor taxable profit (provided they are
not part of a business combination), and temporary
differences relating to investments in subsidiaries to
the extent that, in the case of taxable differences,
the Group controls the timing of the reversal and it
is probable that the differences will not reverse in
the foreseeable future, or in the case of deductible
differences, unless it is probable that they will reverse
in the future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

2 Significant accounting policies (Continued)

®

Income tax (Continued)

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the end of the reporting period. Deferred tax
assets and liabilities are not discounted.

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

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

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

— in the case of current tax assets and liabilities,
the Group intends either to settle on a net basis,
or to realise the asset and settle the liability
simultaneously; or
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NOTES TO THE CONSOLIDATED FINANCI

(Expressed in.Hong Kong dollars unless otherwise indicated) (F&

2

HAEEAS - A

Significant accounting policies (Continued)

(t)

(u)

Income tax (Continued)

— in the case of deferred tax assets and liabilities,
if they relate to income taxes levied by the same
taxation authority on either:

— the same taxable entity; or

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

settle simultaneously.

Provisions and contingent liabilities

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

obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

2 Significant accounting policies (Continued)

(v)

Revenue recognition

Revenue is measured at the fair value of the

consideration received or receivable. Provided it is

probable that the economic benefits will flow to the

Group and the revenue and costs, if applicable, can

be measured reliably, revenue is recognised in profit or

loss as follows:

(i)

(ii)

(iif)

Sale of goods

Revenue from the distribution sale of cosmetic
and skin care products and the sale of health,
beauty and related products is recognised when
goods are delivered at the customers’ premises
which is taken to be the point in time when
the customer has accepted the goods and the
related risks and rewards of ownership. Revenue
excludes value added tax or other sales taxes and
is after deduction of any trade discounts.

Revenue from the provision of beauty and
slimming services

Revenue from the provision of beauty and
slimming services is recognised in profit or loss
in proportion to the stage of completion of the
service contract. Revenue is also recognised in
profit or loss in respect of the deferred income
upon expiry of the service contract.

Franchise fees income
Franchise fees income is recognised on an accrual

basis in accordance with the substance of the
relevant agreements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated)

2

(B =B EHI -

Significant accounting policies (Continued)

(v)

(w)

Revenue recognition (Continued)

(iv) Management fee income

Management fee income is recognised when
services are rendered.

(v) Referral fee income

Referral fee income is recognised when customers
referred by the Group to other parties and
services are rendered to the customers by the
other parties.

(vi) Interest income

Interest income is recognised as it accrues using
the effective interest method.

Translation of foreign currencies

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at
the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at the
foreign exchange rates ruling at the end of the reporting
period. Exchange gains and losses are recognised in
profit or loss. Non-monetary assets and liabilities that
are measured in terms of historical cost in a foreign
currency are translated using the foreign exchange
rates ruling at the transaction dates.

SAU SAN TONG HOLDINGS LIMITED {5 EZERERAT
Annual Report 2015/16 FEH &

¥ A TSR )

2

FESTHTEER®)
v) WKEzRERE)

(w)

(iv) EEENA

BB W AR IR 7 B R

.
2y
u/mu\ °

(v) NBEKRA

MABWARKNEEREMTT
EhER  MEMKTREFRE
HRTEETET o

(vi) FIEHYKA

A BUAR B2 B 3R R B R
T TOERER -

SEEBE

FRZINERZIBR 5 A 2 EXHK
B-IINBREECEREERAR
EHRPRZERBRE - EHBE
B FER o I 2 A PASNE 5T
BZHEREERABRARSA
ZERME -

F W



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

2 Significant accounting policies (Continued)

(w)

(x)

Translation of foreign currencies (Continued)

The results of foreign operations are translated into
Hong Kong dollars at the exchange rates approximating
the foreign exchange rates ruling at the dates of the
transactions. Statement of financial position items,
including goodwill arising on consolidation of foreign
operations acquired on or after 1 January 2005,
are translated into Hong Kong dollars at the foreign
exchange rates ruling at the end of the reporting period.
The resulting exchange differences are recognised
in other comprehensive income and accumulated
separately in equity in the exchange reserve. Goodwill
arising on consolidation of a foreign operation acquired
before 1 January 2005 is translated at the foreign
exchange rate that applied at the date of acquisition of
the foreign operation.

On disposal of a foreign operation, the cumulative
amount of the exchange differences relating to that
foreign operation is reclassified from equity to profit or
loss when the profit or loss on disposal is recognised.

Borrowing costs

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

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

2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 38 RSN - HIAETIIR)

2 Significant accounting policies (Continued)

(y) Related parties

(a)

A person, or a close member of that person’s
family, is related to the Group if that person:

(if)

(i)

has control or joint control of the Group;

has significant influence over the Group; or

is a member of the key management
personnel of the Group or the Group’s
parent.

An entity is related to the Group if any of the
following conditions applies:

(i)

(i

(i)

(iv)

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

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

Both entities are joint ventures of the same
third party.

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

The entity is a post-employment benefit plan
for the benefit of employees of either the
Group or an entity related to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (Fk 3885 - HIAETIIR)

2 Significant accounting policies (Continued)
(y) Related parties (Continued)

(b) An entity is related to the Group if any of the
following conditions applies: (Continued)

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

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

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

Close members of the family of a person are those
family members who may be expected to influence, or
be influenced by, that person in their dealings with the
entity.

e B mRME

2 FESHBE®E

(y) BEALE)

(b)

HAANLTZOBBRNERERE
TEERBAHAZEZALRZZ

T ERA MERFER - AIRXE
BHEASEARE (&)

(vi)

(vii)

(viii)

ZEREX (@) A bl A L
122 1l S kR4 )

(@)(i) AT &t Bl 2 A L ¥ 5%
ERTEERFEN

A% ER(HRERL
BRA)ZETEEEA
=

REXTEEEABRE -

ATFEZREKE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #& BF 5 ¥R & Mt &t

(Expressed in.Hong Kong dollars unless otherwise indicated) (% 2 4& 8 5h

2 Significant accounting policies (Continued)

@

Segment reporting

Operating segments, and the amounts of each
segment item reported in the consolidated financial
statements, are identified from the financial information
provided regularly to the Group’s most senior executive
management for the purposes of allocating resources
to, and assessing the performance of, the Group’s
various lines of business and geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and
are similar in respect of the nature of products and
services, the type or class of customers, the methods
used to distribute the products or provide the services,
and the nature of the regulatory environment. Operating
segments which are not individually material may be
aggregated if they share a majority of these criteria.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

3 Turnover 3 ZEXEH
The principal activities of the Group are the distribution sale REBEFEXEBRADHEEESMLEE
of cosmetic and skin care products, provision of beauty Em o IREED LA ERT - IR AR
and slimming services, provision of franchise services, sale % HERE ERMEBMERNESK
of health, beauty and related products and investment in ‘o
securities.
Turnover represents the invoiced value of goods supplied EEBRATFPEH I EmcBEEERE
to customers, net of discounts, returns, value added tax Wi RE - HEBSEMEER  kE
or other sales taxes; service income from provision of BEHEAMBERBE ZREWARER
beauty and slimming services, net of discounts; franchise HOMBEEEBIA - RIEAFEFAE
fees income; net gains or losses on financial assets at fair wmCREE W EIEFE - T
value through profit or loss. The amount of each significant REERRERZSTERIKRELEW
category of revenue recognised in turnover during the year is T~
as follows:

2016 2015
—B-XF —T—NfF
HK$°000 HK$’000
FET FET
Distribution sale of cosmetic and skin 9 & #5 & 11 ik 2 7 5 EE &
care products 1,572,106 1,398,485
Provision of beauty and slimming REER KBRS
services* 71,322 42 977
Provision of franchise services REINBEE ERG 10,207 6,113
Sale of health, beauty and related HERE EARMAEER
products 8,276 14,281
Realised gains on financial assets at BAFEFABRZEHEE
fair value through profit or loss 2 BEB W 25,977 —
Net unrealised gains on financial assets ZAFEFABZ 2 CRVEE
at fair value through profit or loss ZAREBEW TR 5,662 86,400
1,693,550 1,548,256
* Included in the revenue from provision of beauty and slimming * AAREZATREERBE 2w /R
services was an amount of HK$19,580,000 (2015: HK$19,797,000) IR & 4 J8 W R 2 BRI YA BT E &
arising from realisation of deferred income upon expiry of the 2 & %819,580,000%8 (= T — A F :
service contracts. 19,797,000 7T) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #& BF 5 ¥R & Mt &t

(Expressed in.Hong Kong dollars unless otherwise indicated) (B 3B RSN - 9B TTIIR)

4 Other revenue and net income 4 HhsERWAFERE
2016 2015
—E-XKEF —T—hF
HK$’000 HK$’000
FET FET
Other revenue H{th iy %
Referral fee income k- ON 12,374 8,703
Management fee income ERBKA 7,101 3,734
Interest income M B U A 1,363 348
Others EHh 334 6
21,172 12,791
Other net income Hit A F88
Subsidy income from the PRC S GSEEER N
government 2,598 2,964
Net loss on disposal of property, plant HEYE - #E MR 7 EE
and equipment FEE (259) (379)
Net foreign exchange (loss)/gain PE N (E18), W55 (1,682) 2,306
Net foreign exchange gain: reclassified [ ¥ URZ5F5E « MBS E R — M
from equity on deregistration of a MEAREBEREHHE
subsidiary — 5
Others HAh 61 538
718 5,434

SAU SAN TONG HOLDINGS LIMITED 5 Z#ZRER AR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (Fk 348585 - HIAETAIR)

5 Profit before taxation 5

Profit before taxation is arrived after charging:

BR %5 A 22

BB AT A EHIRR T 5% IR ¢

(a) Finance costs:

Interest on bank loans
Interest on convertible notes
Interest on other long-term liability

(b) Staff costs:

Salaries, allowances and other benefits

Contributions to defined contribution
retirement plans

Equity-settled share-based payment
expenses

(c) Other items:

Cost of inventories sold and services
provided*
Auditors’ remuneration
Amortisation of intangible assets
Depreciation of property, plant and
equipment
Provision for impairment losses on
— trade receivables
— other receivables
Write off of
— other receivables
— deposits paid

— amounts due from related parties

Operating lease rentals: minimum
lease payments
— property rentals

Cost of inventories sold and services provided includes

2016 2015
. % —
HK$’000 HK$’000
FRET FET
Bl R AR
RITERF B 1,585 1,904
AR EE 2 B 869 1,836
EMREEEZFE 711 684
3,165 4,424
BIMAK:
e R REMET 77,143 68,099
ATERFRIRET 8 2 HR
10,671 10,121
BEEERO T AEX
2,222 —
90,036 78,220
HMER
BEFERBIRERE ZKA
1,509,127 1,335,614
1% BRI B <& 1,608 1,532
B EE# 1,843 1,814
VI - WERRETE
12,463 9,385
DEREY SR
— RIWE SR 134 63
— Hth IR 205 270
1 85
— H IR 3,785 9,931
— BftE&e — 1,458
— FEUREEALTHIE 910 6,321
mEHERs  xEEMNES
— WEHRS 29,843 25,200

HK$1,262,000 (2015: HK$1,339,000) relating to staff costs and
depreciation, which amount is also included in the respective total
amounts disclosed separately above or in note 5(b) for each of

these types of expenses.

SAU SAN TONG HOLDINGS LIMITED £ 5EZ#Z=RERAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 38 RSN - HIAETIIR)

6 Income tax in the consolidated statement 6 MEBEZXRAZFBH
of profit or loss

(a) Taxation in the consolidated statement of profit or (a) HEBRRAZBIIERE:
loss represents:

2016 2015
—E—XREF —E-RF
HK$’°000 HK$’000
FExT FET
Current tax - Hong Kong Profits Tax EHHE — BBANEH
Provision for the year (note 24(a)) FNBE (M 5F24(a) 2,766 —
Current tax — PRC Enterprise Income Tax EHHE — hESEFREHR
Provision for the year (note 24(a)) FREBE (M5 24(a) 8,644 8,261
Under/(over) provision in respect BEFEREBEIRS
of prior years (BEEEE) 136 (135)
8,780 8,126
Deferred tax EERIE
Origination and reversal of temporary EENERERERE
differences (note 24(b)(i)) (7t 24b)0)) (146) (308)
Income tax expense FrigHi < 11,400 7,818
()  The provision for Hong Kong Profits Tax for iy Z—E—NEFBMNEBRHIIZA
2016 is calculated at 16.5% of the estimated FEEEFTHRIEZ16.5%Et
assessable profits for the year. No provision for g o ARAEBRKE QRS
Hong Kong Profits Tax was made for 2015 as BRE B IE GBS EETRA
the companies in the Group either have sustained W W ES —E—RFEY
tax losses or have no assessable profits for Hong EEFEHEBE - BINHER
Kong Profits Tax purposes. Taxation for overseas Al RERAERRERITY
subsidiaries is charged at the appropriate current i e = B R AR o

rates of taxation ruling in relevant countries.

SAU SAN TONG HOLDINGS LIMITED {5 EZERERAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (Fk 348585 - HIAETAIR)

6 Income tax in the consolidated statement
of profit or loss (Continued)

(@) Taxation in the consolidated statement of profit or

loss represents: (Continued)

(i

Under the PRC tax law, profits of the Group’s
subsidiaries in the PRC (the “PRC subsidiaries”)
derived since 1 January 2008 is subject to
withholding income tax at rates of 5% or 10%
upon the distribution of such profits to foreign
investors or companies incorporated in Hong
Kong or for other foreign investors, respectively.
Pursuant to the grandfathering arrangements
of the PRC tax law, dividends receivable by the
Group from the PRC subsidiaries in respect of the
undistributed profits derived prior to 31 December
2007 are exempt from the withholding income tax.

At 31 March 2016 and 2015, no deferred tax
liabilities have been recognised in respect of tax
that would be payable on the unremitted profits
of the PRC subsidiaries derived since 1 January
2008 as the directors of the Company is in a
position to control the dividend policies of the
PRC subsidiaries and no distribution of such
profits is expected to be declared from the PRC
subsidiaries in the foreseeable future.

6
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B RETENEH -

NRZE—RNFR_E—HF=
+—H BRARRES
PEHIREHE AR 2 RER
R RIEEA R B A RN A TR
REERTEDIREF - HE
HPBENBARE ST /\F
— B — B A& 2 K& % 5 fE
Mz HBERREMNECHER

F o

N

B
[ 1

SAU SAN TONG HOLDINGS LIMITED & Z#ZRAERA R

Annual Report 2015/16 FEHE

111



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #r& B #5 R ak &t

(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk S A RSN - HLUB TR

6 Income tax in the consolidated statement 6 SmEBEERAZAEBHR =)
of profit or loss (Continued)

(b) Reconciliation between income tax expense and (b) FIEHAYHERBEANETEZE
accounting profit at applicable tax rates: SHER 2 E R
2016 2015
—B-RE —E—hF
HK$°000 HK$’000
FET FET
Profit before taxation B 5 B 15,988 45,812
Add: share of losses of joint ventures - EEEEREEE — 2,047
15,988 47,859
Notional tax on profit before taxation, FRAEATR Az BEIE -
calculated at the rates applicable HEAREBHEREER
to profits/losses in the jurisdictions wA BB ERE
concerned 7,280 (4,683)
Tax effect of non-deductible expenses PR HBRASZ 2 G2 1,402 5,340
Tax effect of non-taxable income BERBBAZ BB E (2,924) (850)
Tax effect of temporary differences not RERELR =5
recognised MBT 2 (854) (1,591)
Tax effect of unused tax losses not RERRBABIBEEE 2
recognised MBTE 10,003 9,408
Tax effect of utilisation of tax losses BRBTRERNIEREE
previously not recognised M E (3,348) (297)
Under/(over) provision in respect of BEFEZRETR (B
prior years ) 136 (135)
Others HAh (295) 626
Actual tax expense ERBIEMRS 11,400 7,818

SAU SAN TONG HOLDINGS LIMITED 5 Z#ZRER AR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

7 Directors’ remuneration

Directors’ remuneration disclosed pursuant to section

383(1) of the Hong Kong Companies Ordinance, Part 2 of

the Companies (Disclosure of Information about Benefits

of Directors) Regulation and the GEM Listing Rules are as

follows:

Executive directors ~ Hi{TE%
Dr. Cheung Yuk Shan, ~ EETEL
Shirley
Mr. Mui Wai Sum BEREE
Mr. Cheung Ka Heng, ~ FEBEXAE
Frankie (esigned o~ (R=F—1f%
31 December 2015 +ZA=+-REM)

Non-executive director FF #1785

Mr. Takashi Togo REpETEE
(appointed on (M=5—7F
15 March 2016) ZAtRREZR)

Independent non- BUFHnES
executive directors

Mr. Hong Po Kui, Martin - BB %4

Ms. Hui Yat Lam F-Eat

Ms. Chiu Kam Hing, Kathy #4814 £

M. Li Kuo Hsing FEALE
(resigned on (RZE-RE+2A
31 December 2015 =+—AEf)

7 EEME
RIREE B A RGP 2 383(1) 1A A (4 &
EFME=ERAME 2 RAIZER LT
RAIMIEL B EEME T
Salaries, allowances Retirement Share-based

Directors’ fees and benefits in kind ~ scheme contributions payments Total

3K &% RMRENAE B LUMES aft
2016 2015 2016 2015 2016 2015 2016 2015 2016 2015
ZF-AE ZE-1E ZE-AE CE-0F Z3-RE CF-0F ZE-RE CE-RE ZE-RE R0
HK$'000  HK$'000 ~ HK$S000  HK$'000 ~ HK$'000 HK$'000  HK$'000  HK$000 ~ HK$000  HK$'000
Fér  TEr  FEm  TEr  FEr  TEr  fEm  FEr FEm TEn
- - 3,120 3,256 18 18 - - 3,138 3274
- - 360 109 18 5 1,111 - 1,489 14
- - 487 649 14 18 - - 501 667
11 - - - - - - - 11 -
30 30 - - - - - - 30 30
60 60 - - - - - - 60 60
50 50 - - - - - - 50 50
30 40 - - - - - - 30 40
181 180 3,967 4,014 50 4 1,11 - 5,309 4235
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #& BF 5 ¥R & Mt &t

(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 38 RSN - HIAETIIR)

8 Individuals with highest emoluments 8 EEFAL
Of the five individuals with the highest emoluments, two hE&EEHFATH MEBE(ZE—HF:
(2015: two) are directors whose emoluments are disclosed in WE)BEES ENSFBEERKE
note 7. The aggregate of the emoluments in respect of the 7o BIZH(ZE—RF: ZH)ATZ
other three (2015: three) individuals are as follows: Bz IT
2016 2015
—E—RF —E—NfF
HK$’000 HK$’000
FET FET
Salaries and other emoluments FeRkEMNe 4,121 2,282
Retirement scheme contributions RIRET B 36 45
4,157 2,327
The emoluments of the three (2015: three) individuals with —H(ZE—RF  ZR)EeaF AT ZH
the highest emoluments are within the following bands: SBRTHIEHE :
2016 2015
—E—RE —ET—hF
Number of Number of
individuals individuals
A& A&
HK$Nil — HK$1,000,000 =702 1,000,000 %8 7T 2 3
HK$2,000,001 - HK$2,500,000 2,000,001 8 7CE 2,500,000 % 7T 1 —
3 3
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (k55

9

(Loss)/earnings per share

(a)

Basic (loss)/earnings per share

sEEASN - AT

BITHIR)

e B mRME

9 BR(ER) BF

(a)

The calculation of basic (loss)/earnings per share

is based on the loss attributable to owners of the
Company of approximately HK$3,744,000 (2015: profit
of HK$37,527,000) and the weighted average number
of ordinary shares of approximately 2,765,962,000
(2015 (restated): 1,064,722,000) shares in issue during

the year, calculated as follows:

Weighted average number of ordinary shares

Issued ordinary shares at 1 April

Effect of rights issue (note 28(a)(iii)

Effect of shares issued under open offer
(note 28(a)(iii)

Effect of shares issued under placings
(note 28(a)(iii)

Effect of conversion of convertible notes
(note 23)

Weighted average number of ordinary
shares at 31 March

ﬁw ﬂ —BEBITEAR

A 2 2B (17 28(a)i)

BIBAFRBEETRDZ
S8 (177 28(a)(ii))

RIRALE TR
(K177 28(a)(iii)

M mREE VR
(it 23)

?\/E

R=ZA=+—Hz2z
TR ANAE I 8L

The weighted average number of ordinary shares for

2016 and 2015 above has been adjusted for the open

offer which was completed on 25 September 2015 (see

note 28(a)(iii).

BREX(BR) BR

BRERER) BANDIZGEER
RRAGEHE ANEE#3,744,000%8

(T —FRE:

i M 37,527,000

B RFANEETEBERMNET

& 49 2,765,962,000 (==

£¢

(& &EH|) : 1,064,722,000) ik st &
m
BRI B
2016 2015
—E-RHF —E—RF
000 000
Fhi FhE
(restated)
(&ET)
1,830,242 698,699
= 255,688
935,720 —
= 33,435
= 76,900
2,765,962 1,064,722
NE—FE—RER_TE—RHFZE

BEMMEFOHEUN T —RF

NAZ+RBERERZA

% EEL

FHEE (R 5E 28(a) (i) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 38 RSN - HIAETIIR)

9 (Loss)/earnings per share (Continued) 9 #R(ERE) B

(b) Diluted (loss)/earnings per share

The calculation of diluted (loss)/earnings per share for
the year ended 31 March 2016 is based on the loss
attributable to owners of the Company of approximately
HK$2,875,000 (2015: profit of HK$39,363,000) and
the weighted average number of ordinary shares of
2,918,332,000 (2015 (restated): 1,348,366,000) shares,
calculated as follows:

(i)  (Loss)/profit attributable to owners of the Company
(diluted)
(Loss)/profit attributable to owners BEENADEHE A
of the Company (E&8),/ &

After tax effect of effective interest in the TR ZIHEEEIH 2
liability component of convertible notes ~ BERH B 2 FHiE 2

(Loss)/profit attributable to owners SEEBRAREHEEA
of the Company (diluted) (E518), 8 F (H5E)

SAU SAN TONG HOLDINGS LIMITED {5 EZERERAT
Annual Report 2015/16 FEH &

(b)

(M)

SRBE(ER) BF

HE-_ZT—-X"HF=A=+—H
TFEz2ERES(EE) &
MNDEEBRARANEBEAE
B #12,875,000% (= £ — R
3% #189,363,0008 T ) &
2,913,332,000( T — A F (&K =
B)) + 1,348,366,000) i% & 38 A% HN4E
FHEEENT -

BERARAEEAEE) EF
(#8)

2016 2015
—B—AF —F—h%F
HK$’000 HK$'000
FET FET
(3,744) 37,527

869 1,836
(2,875) 39,363




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (Fk 348585 - HIAETAIR)
9 (Loss)/earnings per share (Continued) 9 BR(UER) B
(b) Diluted (loss)/earnings per share (Continued) (b) EREE(EE) BFE)
(i) Weighted average number of ordinary shares (i) EERINEFIGE (#E)
(diluted)
2016 2015
—E-RF —T—hF
’000 000
FR Fhig
(restated)
(&&ET)
Weighted average number of ordinary R=A=+—HZ
shares at 31 March TR N T 8 2,765,962 1,064,722
Effect of share options exercised EITEEREZE
(note 26) (K17t 26) 311 —
Effect of conversion of convertible notes i A] % =ik~ /&
(note 23) (H1zt23) 147,059 283,644
Weighted average number of ordinary W=A=+—Hx
shares (diluted) at 31 March TR NAE S (EE) 2,913,332 1,348,366
The assumed exercise of the outstanding share options HRARBRETEHEEZE_ZE—HE=A8
for the year ended 31 March 2015 has anti-dilutive =t+—BIEFEZR{THEERES
effect and has therefore been excluded from the above *ﬁ& EE . MW T BEEE it
calculation. “%ﬁl
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 38 RSN - HIAETIIR)

10 Segment reporting 10 DEPERE

Management has determined the operating segments based
on the reports reviewed by the directors that are used to
make strategic decisions. The directors review the Group’s
financial information mainly from business lines prospective.
Accordingly, the Group’s operating segments are:

(i) Distribution sale of cosmetic and skin care products

(i) Provision of beauty and slimming services

(i)  Franchise operations (including sale of health, beauty
and related products to franchised shops)

(iv) Sale of health, beauty and related products

(v)  Investment in securities

The directors assess the performance of the operating
segments based on a measure of reportable segment
results. This measurement basis excludes certain other
revenue, other net income, finance costs, share of results of
joint ventures and unallocated expenses.

SAU SAN TONG HOLDINGS LIMITED {5 EZERERAT
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10 Segment reporting (Continued)

Segment assets mainly exclude certain property, plant
and equipment, current tax assets and other assets that
are managed on a central basis. Segment liabilities mainly
exclude current income tax liabilities, deferred tax liabilities
and other liabilities that are managed on a central basis.

(a)

Reportable segment revenue
Reportable segment results
Unallocated corporate expenses

Profit from operations
Finance costs
Share of losses of joint ventures

Profit hefore taxation
Income tax expense

Proft for the year

Provision for impairment losses on

— Trade receivables

— QOther receivables
Write off of

— Other receivables

— Depostts paid

— Amounts due from

related parties

Amortisation of intangible assets
Depreciation of property,

plant and equipment

Segment assets
— Property, plant and equipment
— Intangible assets
— Other assets

Unallocated corporate assets

Total assets

Segment liabilties
Unallocated corporate liabilities

Total liabilties

Additions to segment non-current
assets

B
BRI
BUARL S

BRALE
FRHAR

EREH

AEERRE
—BUE5E
— Rtk

i
— RBRIHE
—Bfifkg
—RUBEALTE

ByARES
% BERRETE

“h2 gERaE

—EEE

~Hyga
KPRATEE

NBERYRENE

Segment results, assets and liabilities

Distribution sale
of cosmetic and  Provision of beauty
skin care products  and slimming services

SEBELAR RHZAR
iRER B
06 2015 206 201

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (& R & RSN » 1514

THIR)

B E (2

X

e B mRME

DHEETETBERETYR  HERR

=

CEMBEEEREMETEELZE

E-DHABIEINEREHMERA
B EEHBAAGEREGMEPER LA

(==

& o

(a) PHEE - EERERE
Franchise Sale of health, beauty Investment
operations and related products in securities

TR o

MBAEER BEER #5kE
2016 2015 2016 2015 2016 215

Total

aft

N

016 2015

ZBRE “%-1% 2B “T-1% Z2-3F “R-0F Z%-AF CR-0F ZR-53F C5-0F DR-5EF CT-1F

HKS00 HKS000 HKSO00 HKSO00 HKSO00 HKSO00  HKSO00 HKS000  HKSO00 HKSD00  HKSO00 HKSDO00
fér  FEr  FEr  FEr TAr FEr TEr FEr fAr FEr TAn FEr
1,572,106 1398485 71,322 42977 16,086 19,569 2417 825 31,639 86,400 1,693,550 1,548,256
299 5005 (16460 (41485 (BB (TS 1102 156 343 630 N0 62,131
10894 (0869

19158 52,283

(8,165)  (4.424)

-

15,988 45812

(11400 (7818

4588 37,994

134 63 - - - - - - 134 63
- - 55 210 - 150 - - 205 210

- - 1,499 6,907 2,286 3,024 - - - - 3,785 9,931

- - - 1,458 - - - - - - - 1,458

- - 910 6,321 - - - - - - 910 6,321

- - 1,843 1814 - - - - - - 1,843 1814
1,036 1443 10,296 7414 333 499 2% - - - 11,690 9,356
2,832 3319 31,320 25615 M 613 8 - - - %0711 29547
- - 3,776 4,908 - - - - - - 3,776 4,908
207,850 232311 201,788 125,249 13,114 19,857 874 741 155185 121,341 598,811 499,499
155,081 61,851

792,689 595,805

(145481) (127705 (8011) (219) (17§19 (1454) = - = — [9,011) (164439
(#8895  (46,071)

(239,906)  (210,510)

784 1203 14774 5330 669 - 3 - - - 16,260 6,033
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 3B 58S + HAETTYIR)

10 Segment reporting (Continued)
(b) Geographical information
The Group’s revenue from external customers

and information about its non-current assets by
geographical locations are as follows:

The PRC
H
2016 2015
—2-xF —T-1F
HK$°000 HK$000
FET FHET
Revenue from external SN 2 Iz
customers 1,613,262 1,437,519
Non-current assets FRBEE 20,327 23,386

10 oEPEmE =)
(b) tEER

AEBIIMNBEP 2 W M BRI
g

MBEEZEREAEE DA
-
Hong Kong Total
) ait
2016 2015 2016 2015

—E-XE -—ZT-15 ZB-RE —T-1fF
HK$’000 HK$'000 HK$’000 HK$'000
FAET FETL FAET FEL

80,288 110,737 1,693,550 1,548,256
88,507 11,423 108,834 34,809

(c) Major customers

During the year ended 31 March 2016, three (2015:
two) customers with whom transactions exceeded 10%
of the Group’s revenue. Revenue from distribution sale
of cosmetic and skin care products to these customers
in the PRC is set out below:

Customer A Z2EA
Customer B =FB
Customer C ®FC

The corresponding revenue did not contribute 10% or more
of the total revenue.

SAU SAN TONG HOLDINGS LIMITED 5 Z#ZRER AR
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(c) EEEF

RBEE-_ZT-—RF=A=+—HI
FE ZA2(CZE-HF  BE)F
FZRAMEAEEKE10% AL -
Mt E B %P 0 8 i S 1tk b &
BEMZWEETIAT -

2016 2015
—E-KEF —E-RF
HK$’000 HK$000
FAET FEr
557,937 314,390
235,562 242,458

278,938 N/AT @A

! B B W an I B R AR W AR T R 10% 3
A LEFEL -



11 Property, plant and equipment

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated) (Fk 348585 - HIAETAIR)

e B mRME

11 Y% - HeshEE

Officeand  Leasehold
Furniture ~ computer ~ improve-
Land and and fixtures  equipment ments Motor  Construction
buildings  Machinery BRE  WAZER fiE  vehicles in progress Total
THRET BE HEEKE  SHRB  MERE RE EBIR aft
HK$'000 HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$'000 HK$'000
AT AT FAT AT AT AT AT FAT
Cost: A
At 1 April 2014 RZE-mEMA-A - 19,824 6,419 10,101 43,098 12,154 - 91,596
Exchange adjustments ERBE - 5 2 38 229 97 3 450
Additions hE - 1,073 10 80 3,751 1,143 497 6,554
Disposals HE - (50) (389) (625) (9,624) (113 - (11,259)
At 31 March 2015 RZE-RE=A=+-H - 20,444 6,068 9,504 37,454 13,281 500 87,34
At 1 April 2015 RZZ-RENA-A - 20,444 6,068 9,594 37,454 13,281 500 87,341
Exchange adjustments ExAE - (356) 410) (215) (1,026) (641) (26) (2,674)
Additions HE 49,724 2,482 1,420 1,861 9,713 784 - 65,984
Additions through business ~ FBERARFE
combination (note 32) (Hi#s2) - 1438 18 7 948 - - 2476
Disposals HE - (121) (1,021) (1,349) (968) (643) - (4,102)
At 31 March 2016 R-E-7~E=ZF=1-H 49,724 23,887 6,075 9,963 46,121 12,781 474 149,025
Accumulated depreciation:  E3fi7E :
At 1 April 2014 RZE-WENA-A - 16,674 4,495 7431 23,052 7,118 - 58,970
Exchange adjustments B AR - 38 15 2% 103 80 - 244
Charge for the year ERfiE - 1,331 410 895 5143 1,606 - 9,385
Written back on disposals ~ HEEEE - (446) (379 (679 (9,380) (55) - (10,839
At 31 March 2015 RZE-RF=A=T-H - 17,597 4,541 7775 19,118 8,729 - 57,760
At 1 April 2015 RZE-RFNA-A - 17,597 4541 1,775 19,118 8,729 - 57,760
Exchange adjustments EiAE - (265) (102) (94) (510) (490) - (1461)
Charge for the year EniE 753 1,534 446 550 7,503 1677 - 12,463
Written back on disposals (B &R - (116) 877) (1,259) (968) (579) - (3,792)
At 31 March 2016 RZE-EZf=T-H 753 18,750 4,008 6,979 25,143 9,337 - 64,970
Carrying amount: FEE
At 31 March 2016 RZE-~E=A=1-H 48,971 5,137 2,067 2,984 20978 3,444 474 84,055
At 31 March 2015 RZE-RE=A=1-H - 2,847 1,521 1819 18,336 4,552 500 29,581

THEBFUREBLREFRHEOF
ﬁo

The land and buildings are situated
medium-term lease.

in Hong Kong under
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #& BF 5 ¥R & Mt &t

(Expressed in.Hong Kong dollars unless otherwise indicated) (B 3B RSN - 9B TTIIR)
p

12 Intangible assets 12 B EE
Website costs
Rk B A
HK$’000
FET
Cost: B :
At 1 April 2014, 31 March 2015 and 1 April 2015 RZZE—HWFMA—H - —E—A1F
—AZt+—BER-_Z—RAFNA—H 9,072
Additions NE 711
At 31 March 2016 RZZE—XRF=A=+—H 9,783
Accumulated amortisation: ZETEey
At 1 April 2014 RZZE—MFMNA—H 2,350
Charge for the year FREH 1,814
At 31 March 2015 RZE—RAF=A=+—H 4,164
At 1 April 2015 R-ZE—RHFMA—H 4,164
Charge for the year FNEH 1,843
At 31 March 2016 RZZE—RF=HA=+—H 6,007
Carrying amount: BREE :
At 31 March 2016 RZE—R"FE=ZA=+—H 3,776
At 31 March 2015 R-E—RF=A=+—H 4,908
The amortisation charge for the year is included in “general FRAZHEBEERAGAGREBERERZI—RK
and administrative expenses” in the consolidated statement RITHFEY ] .

of profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)
13 Goodwill 13 &
HK$’000
BT
Cost: B :

At 1 April 2014, 31 March 2015 and 1 April 2015
Arising on acquisition of a subsidiary (note 32)

At 31 March 2016

Accumulated impairment:

At 1 April 2014, 31 March 2015, 1 April 2015 and
31 March 2016

Carrying amount:

At 31 March 2016

At 31 March 2015

Goodwill is accounted for in accordance with the Group’s

accounting policies as set out in note 2(f).

R-Z—NENE—H - —T—H4F
—A=+—BRER-_ZE—HFNA—H 341

KEWE R B QR (7 32) 16,564
R-ZE-—RF=A=+—H 16,905
R5HRE

R-ZZT—MEMA—B - ZT—AHF
ZA=+—H - ZZT-AFWMA-BRK
—E-RF=ZA=+—H 21
FRIEIE :

R-ZE-—RF=ZA=+—H 16,884
R-ZE—HF=A=+—H 320

<]

b
i

AE R 2() R 2 AR B FET R

For the purposes of impairment testing, goodwill has been
allocated to the Group’s cash-generating units (CGU)
identified according to country of operations and business
segment as follows:

REEE LB RS
— &8

Provision of beauty and slimming services
— Hong Kong
Multiple units without significant goodwill

BEABEZZEEN

SBEARNS  BECREBEEBEREK
EB oo REAREZORERSES
BUCReELEMN)  SWEBARD R
EATEBDE -

2016 2015
—B-xE -T-EF
HK$°000 HK$'000
FET FET
16,564 -
320 320
16,884 320
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13 Goodwill (Continued)

The directors have reviewed the carrying amount of goodwill
in accordance with HKAS 36, Impairment of assets.

Provision of beauty and slimming services — Hong Kong
(the “CGU”)

The carrying amount of goodwill allocated to the CGU is
significant in comparison with the total carrying amount
of goodwill. The following describes the key assumptions
on which management has based its determination of the
CGU’s recoverable amount.

The recoverable amount of the CGU is determined based
on value-in-use calculation. That calculation uses cash
flow projections based on financial budgets approved by
management covering a five-year period. Cash flows beyond
the five-year period are extrapolated using an estimated
weighted average growth rate of 3%. This growth rate
does not exceed the long-term average growth rates for
the market in which the CGU operates. The cash flows are
discounted using a discount rate of 21.3%. The discount
rate used is pre-tax and reflects specific risks relating to the
CGU. Other key assumption for the value-in-use calculation
relates to the estimation of cash inflows/outflows which
included budgeted sales, such estimation is based on the
CGU’s past performance and management’s expectations for
the market development including the fluctuation in beauty
and slimming service business in the current economic
environment in Hong Kong.

In the opinion of the directors, any reasonably possible
change in any of these assumptions would not cause the
carrying amount of the CGU to exceed its recoverable
amount.

SAU SAN TONG HOLDINGS LIMITED {5 EZERERAT
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(Expressed in.Hong Kong dollars unless otherwise indicated) (Bk 548 sERAN -

435 )
(4&)

]

EFEREBFAGTEMNECREER
EEZHEREE -

RUXBRMABRYE — FB(REEL
Bl

PEERCELABN 2 BHEREEHNL
EEHERAEZFEREE - TXHAz
TERRNEEBRASELEMN 2K
ElEFEMETE

WeEEEMN 2 KBS EIREAEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HIAETTEIR)

(Expressed in Hong Kong dollars unless otherwise indicated) (¥ R & RSN

14 Interests in and amounts due from/to joint
ventures

G B EFE
FEUY & & (DR FIR

Share of net liabilities
Amounts due from joint ventures

fEU () A&

Amounts due from/(to) joint ventures

The amounts due from or to joint ventures are unsecured,
interest free and have no fixed terms of repayment.

Details of joint ventures, which are accounted for using the
equity method in the consolidated financial statement and
are material to the Group at 31 March 2016, are as follows:

Place of incorporation/ Particulars of issued

Name of company operations and paid up capital

NRER 3k ERITRBERAFE

Wealthy Sound Limited Hong Kong 10,000 shares

FBERDA B 10,000 A& 17

EHEEMEARGER)  The PRC Registered capital of
BARDA US$150,000

EFESHERGLR) + &4 150,000 % T
BRAF

Wealthy Sound Limited and its wholly-owned subsidiary,
B EaERUER)ER QA (together “Wealthy Sound
Group”), are unlisted corporate entities whose quoted market
prices are not available.

14 REE

e B mRME

ShEoERKRE, e
FEELERE

2016 2015
—E—REF —E-RE
HK$’000 HK$’000
FET FET
(6,028) (6,028)
6,028 6,028
3,117 (1,854)

R ENEEMEFBLAELRT 28

R [E FE KA o

RAEREN G BBRET IR A%
ﬁ%&ﬁ/\\\—i_ﬂi:ﬂ:ﬂ’_afﬂ»‘%
EinsBERZFBEOT

Proportion of

indirect effective

own

B

50%

50%

ership interest Principal activity
BEERELH  TEXH
Investment holding
REER
Provision of beauty and

slimming services

R R R

EERERARNEZENBARIESE S
BEAULR)ERAR(HB HEB8EER])
ABUEERMSRMEZIELTEESR

?E”E
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in.Hong Kong dollars unless otherwise indicated) (Fr 5 A 7ERASN - HLABITYIR)

ventures, Wealthy Sound Group, adjusted for any differences
in accounting policies, and a reconciliation to the carrying
amount in the consolidated financial statements, are

disclosed below:

Gross amounts of Wealthy Sound
Group

Non-current assets

Current assets

Current liabilities

Non-current liabilities

Net liabilities

Included in the above assets and
liabilities:

Cash and cash equivalents

Current financial liabilities (excluding trade
and other payables and provision)

Non-current financial liabilities (excluding
trade and other payables and provision)

Revenue

Loss for the year
Other comprehensive income/(loss)

Total comprehensive loss for the year

Included in the above loss:

Depreciation of property, plant and
equipment

Interest income

Interest expense

Income tax expense

Reconciled to the Group’s interest in
Wealthy Sound Group

Wealthy Sound Group’s net liabilities

Group’s effective interest

Group’s share of Wealthy Sound Group’s
net liabilities

Amount due from Wealthy Sound Group

Carrying amount of the Group’s interests
in joint ventures

SREECAE
FEnBEE
MENEE
mEBBE
FRBEE

AL EERERE

BeRREFED

nPERAE(TRERNESK
TA N Bt A SRR B BB )

FrPeHmBR(TERENES
TRIR N EL M AN SRR K )

Y gs

FAEE
Hih 2 mE e (BR)

FRAEHEEAR

P A _biEE ¢
M - MR
FEHA

B2
PSR X

REZITE

HEAEEREEER
2R ZER
EREEaEFE
$% B BER R
AEERGEEEEBEFE

JEU & 22 SR E KA

RELEERIAEEES 2
fREE
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14 Interests in and amounts due from/to joint 14 K&
ventures (Continued) FTE6%
Summarised financial information of the material joint £

e B RRMEE

EoEnREYR E

r+> n;>

ERE(#)

FERZERET %EEZEM‘%%WME){ﬂ

(EREREARRZZEELRE)
RERAT ﬁﬁ#&izﬁﬁﬁﬁzﬁﬁﬁﬁ&%ﬁu
T

2016 2015
—RE —T—AF
HK$’000 HK$’000
FET FETT
212 126
8,981 8,934
(21,859) (18,685)
(3,969) (4,189)
(16,635) (13,814)
1,266 1,902
9,148 4,976
(3,519) (5,761)
698 91)
(2,821) (5,852)
= (26)

4 13
(16,635) (13,814)
50% 50%
(6,028) (6,028)
6,028 6,028




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (Fk 3885 - HIAETIIR)

14 Interests in and amounts due from/to joint 14 REEPEIREXBEWK, &
ventures (Continued) NEELERE D
As 31 March 2016, the Company’s share of losses of RIE—RNF=ZA=+—8 A2 aElL
joint ventures exceeded its interests in the joint ventures EETEBEBBENSELE 2 ED -
and the accumulated unrecognised losses amounted to mEsHAEREE 2 % 42,290,000 78
HK$2,290,000 (2015: HK$879,000). T(ZT—HF : 879,000#7T) °
15 Deposit paid 15 BffiEE
The balance represented cash deposit paid in relation to EHREBEBRENREEERAGHTZ
the acquisition of the remaining 50% equity interest in 50%Hx$%ﬁ{1° B SR 5
Wealthy Sound Limited. Details of the aforesaid acquisition R A B 15 5 2% I 5 36(c) R % FR o
are disclosed in note 36(c) to the consolidated financial
statements.
16 Inventories 16 &
Inventories in the consolidated statement of financial position FREMBRARAZ FERE
comprise:
2016 2015
ZE-RF —E—hF
HK$’000 HK$’000
FEx FEIT
Merchandise IR T 10,559 18,712
The analysis of the amount of inventories recognised as an MRAERAST Wi A ABRZEFESES TN
expense and included in profit or loss is as follows: T
2016 2015
—E-RF —E-NfF
HK$’000 HK$’000
FET FET
Carrying amount of inventories sold BEEFEZERAE 1,500,210 1,327,527
Write down of inventories FEMUR 1,651 225
1,501,861 1,327,752
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #& BF 5 ¥R & Mt &t

(Expressed in.Hong Kong dollars unless otherwise indicated) (k& 2A RSN + HUABITHIR)

17 Financial assets at fair value through profit 17 RAFETAEBREZEREE

or loss
2016 2015
—E-REF —T-hF
HK$°000 HK$’000
FET FET
Listed equity securities at fair value in REBLMERAES
Hong Kong BEAYE 42,530 95,400
The fair values of listed equity securities are determined ERAFE SR 2 AFETIRERBRBER
based on the quoted market closing price available on the FrEMR R BIZER 5 2 W mEEE -
Main Board and the GEM of the Stock Exchange at the end
of the reporting period.
18 Trade and other receivables 18 BIWE S RIER H A BEWRKIE
2016 2015
—E-REF —T-hF
HK$°000 HK$’000
FET FET
Trade receivables JBUNE 5718 212,949 140,115
Less: allowance for doubtful debts OB REREEME (H1EE 18(b))
(note 18(b)) (855) (764)
212,094 139,351
Other receivables H th fE W R IE 104,387 73,573
Prepayments and deposits TENFIERES 45,861 42223
150,248 115,796
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

18 Trade and other receivables (Continued) 18

Included in the Group’s other receivables, prepayments and

deposits were rental, utilities and other deposits amounting
to approximately HK$47,254,000 (2015: HK$30,854,000),
which are expected to be recovered or recognised as

expenses after more than one year. All of the other trade

and other receivables are expected to be recovered or

recognised as expenses within one year.

Included in the Group’s other receivables were amounts

due from slimming business partners and consultants of
approximately HK$89,936,000 (2015: HK$64,297,000),
net of allowance for doubtful debts of approximately
HK$14,459,000 (2015: HK$14,254,000) and advances to
staff of approximately HK$1,059,000 (2015: HK$1,352,000).

(a)

Ageing analysis

As at the end of the reporting period, the ageing
analysis of trade receivables, based on the invoice date
and net of allowance for doubtful debts, is as follows:

Less than 1 month LR 11EA

1 to 2 months 1E21@A

More than 2 months but less than ZR2@ARBLR4EA
4 months

More than 4 months but less than ZR4@AERLR12EA
12 months

More than 12 months 121@ A E

Trade receivables are usually due within 30 to 90 days
from the date of billing. Further details on the Group’s
credit policy are set out in note 29(a).

FEW & 5 A R S B IERIE (2

FFAARGEEZ HMEWRIE BAR
BHhkZeAHES 2AXEREME
& #947,254,0008 t(=Z & — & F -
30,854,000/ 70) + TEEAR BB —FE U
ClskERARY - FTEHMENE SHKIE
Ko HL A 8 SRR TE T8 2 — SR U [E] 3k R
RFRX -

T AN B 2 H i FE UK SR IE A R U8R
¥ BN MR 2 $E %) 89,936,000 7%
FTL(ZZ— A : 64,297,000 7T ) (F1 &
RO 414,450,000 T(ZF — H
% 114,254,000 L)% ) s RAE TR
 Z FE #91,059,0008 T(— & — R
11,352,000/ 7T) °

(@) FRERDHT
REHRRPR - BEEZFFA(ERE

EHENBRERER) ZERED
e

2016 2015
—B-XF —T-AfF
HK$'000 HK$'000
FHT FHHTT
163,243 107,601
39,910 24,851
3,131 2,741
1,625 1,294
4,185 2,864
212,094 139,351

JEUE 55008 — B E A st
SB0ZEQ0HEIH - AEBEEHRZ
HE—LEFBE R EE29(a) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated)

(B =B EHI -

18 Trade-and other receivables (Continued)

(b)

Impairment of trade receivables

Impairment losses in respect of trade receivables are
recorded using an allowance account unless the Group
is satisfied that recovery of the amount is remote, in
which case the impairment loss is written off against
trade receivables directly (see note 2(k)(i)).

The movements in the allowance for doubtful debt
during the year, including both specific and collective
loss components, are as follows:

At 1 April REA—H
Impairment loss recognised BR . REEE
Exchange adjustments PEE 3, A 28

At 31 March R=A=+—H

At 31 March 2016, the Group’s trade receivables of
approximately HK$855,000 (2015: HK$764,000) were
individually determined to be impaired. The individually
impaired receivables related to customers that were
in default in payments and management assessed
that only a portion of the receivables is expected to
be recovered. Consequently, specific allowance for
doubtful debts of HK$855,000 (2015: HK$764,000)
was recognised.

SAU SAN TONG HOLDINGS LIMITED {5 EZERERAT
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18 EWEZFEREMEWRFEIEZ)

(b)

FE W B 5 SRR E

U B 558 2 R E BB T A&
HIREE - BRIERE B EMILE %
FIEZ AJREMERIR - ERZBART
BEBBEENERE S RIEME
(REIFE200)(3)) °

FR - RREE(BEER R ARE

B ) 2 EEHmT
2016 2015
—B-RF i
HK$°000 HK$'000
FET BT
764 694
134 63
(43) 7
855 764

R-ZZT—RNFEZA=Z+—R8 &%
E 2 FEUE 5 5} 1E #1855,000 7% 7T
(ZZT—FHF : 764,000/ 7T ) # &
AEERERE - %@ R EE
WRIEDEENNRCEFPBRA -
MEREFGHBEHRERS 2 EK
RIE AW E - At RSB
7 855,000/ T(ZF — A F ¢
764,00078 7T ) B HERR ©



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (Fk 348585 - HIAETAIR)

18 Trade and other receivables (Continued)

(c)

Trade receivables that are not impaired

The ageing analysis of trade receivables that are neither
individually nor collectively considered to be impaired is

as follows:

Neither past due nor impaired 37 % 560 B 2 30 SR (E

Less than 1 month past due B B A

1 to 2 months past due mEA1 = 2@ A

More than 2 months but less than 4 #HAZ A 2 {8 A
months past due BLR4EA

More than 4 months but less than 12 BEIZ R 4@ A
months past due BLR121E A

More than 12 months past due wHEF12 (& A A £

Receivables that were neither past due nor impaired
relate to a wide range of customers for whom there
was no recent history of default.

Receivables that were past due but not impaired relate
to a number of independent customers that have a
good track record with the Group. Based on past
experience, management believes that no impairment
allowance is necessary in respect of these balances as
there has not been a significant change in credit quality
and the balances are still considered fully recoverable.

18 FBWE ZFE R EERUGRIE

(c) AMEEZEWES KA

3 47 1 B T 3 6 22 R o AR AR T
B EIE 5 %E 2 BB 47 1

T
2016 2015
—EB—XRE —T—hHEF
HK$’000 HK$’000
FET FEIT
189,685 120,425
15,097 11,749
1,389 744
1,315 2,700
571 959
4,037 2,774
22,409 18,926
212,094 139,351

I 45 380 HA Ko 3 ORI (B 2 FE MR IR T
BEZWEMAPBRCEZEPE
e

S HEY BB E 2 R RIR T E
ZERAEERARIFEGRLE
BURFAR REBEBELR A
REEEXUEEAES  BER
T8 el 2 Bk E - MEEE
FEHARZSFERELRERE -
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(Expressed in.Hong Kong dollars unless otherwise indicated) (B 3B RSN - 9B TTIIR)

19 Amounts due from/to related parties

Amounts due from non-controlling JE TS 122 R e 2 2K TE
interests

Amounts due from related companies FEM A B FRIE
(note) (Hat)

19

Amount due to a non-controlling interest  JEf — % IEIE IR AE R 1A
Amount due to a director of a subsidiary JEff—REIMB ARz —REE

IR

Note: Certain directors of subsidiaries have significant influence over
these related companies.

The amounts due from or to related parties are unsecured,
interest free and repayable on demand.

20 Bank loans

The bank loans are repayable within one year, and secured
by pledge of certain trade receivables amounting to
approximately HK$76,942,000 (2015: HK$47,300,000) and
personal guarantee by a director of a subsidiary.
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2016 2015
—REF —E—RF
HK$°000 HK$’000
FHT FET

2 6,861

1,438 1,923
1,440 8,784
10,224 —
36,142 —
46,366 —

Bt HBRRAZETEREZEHAMERRE
BERTEN -

FEN S BT RRE A LA R EEIT - 28
RBHBREER -

RITER

HITEFER—FABE  WAETREK
H 5B 76,942,000 B L (ZE—RHF :
47,300,000 7)) K —EM B AR 2 —%
EECEABREERR -
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(Expressed in Hong Kong dollars unless otherwise indicated) (Fk 3885 - HIAETIIR)

21 Trade and other payables 21 BEREZREREMWENSIIE
2016 2015
—E—XRE —E—0F
HK$°000 HK$’000
FET FET
Trade payables BB 5508 39,693 51,758
Other payables and accrued charges HEMENRIERERSER 64,201 70,315
103,894 122,073
All of the trade and other payables are expected to be Fi7A I B 5 /I8 K H Ath JE 5 SRIA TR B %
settled or recognised as income within one year or are R—FRNBESKER AW A EZERE
repayable on demand. iR o
Included in trade payables are trade creditors with the T A AENESREBEZENESHIE
following ageing analysis as of the end of the reporting REMBR 2RO
period:
2016 2015
—E-RE —ET-hEF
HK$’000 HK$’000
FET FET
Due within 1 month or on demand 1 E A R Rk EIE 39,693 51,758
22 Amount due to a director 22 BEH—RESENE
The amount due to a director, Dr. Cheung Yuk Shan, Shirley, JENERREIMEL 2 FEAEERT - &
is unsecured, interest free and repayable on demand. BRBREREE -
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23 Convertible notes

On 20 December 2013, the Company issued a 2%
per annum convertible note with a principal amount of
HK$20,000,000 to Dr. Cheung Yuk Shan, Shirley, a director
of the Company (the “Subscription Convertible Notes”) and
4% per annum convertible notes with aggregate principal
amounts of HK$30,000,000 to several independent third
parties (the “Placing Convertible Notes”), respectively. The
maturity dates of these convertible notes are the third
anniversary from the date of issue. Interest is payable
annually in arrears.

The holders of the convertible notes have the rights to
convert, on any business day from the date of issue of the
convertible notes until 5 business days before the maturity
date, the whole or part only, in an integral multiple of
HK$1,000,000 of the principal amount of the convertible
notes, into ordinary shares of the Company at a conversion
price of HK$0.136 (adjusted for the open offer which was
completed on 25 September 2015 (see note 28(a)(iii). If the
notes have not been converted, they will be redeemed by
the Company on the maturity date.

The Subscription Convertible Notes remained outstanding as
at 31 March 2016 and 2015.

The Placing Convertible Notes were converted into
ordinary shares in November 2014. Accordingly, a total of
212,765,954 ordinary shares of HK$0.01 each were issued
on conversion.

SAU SAN TONG HOLDINGS LIMITED {5 EZERERAT
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(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 38 RSN - HIAETIIR)

23 ARKRFEE

R-ZE—=F+=—A=+8  ARFHH
MARREESREMBLIBITACES
20,000,000 % JT 2 F 7 FE 2% Al R F 15
([RBUBRBRER])  UARAEBBBEL
% = 31T & 4858 /30,000,000 7 7T
ZEMEA% AR R ((BE TRk E
B - WEUBRRKRERZFHHAARTH
HiRFT 2 E=AF - ADRESFZHATH
FE o

ARBREEFE ABEN AR EE T
AHEEER AT AELER M T
A& ¥HZ013E T2 ERE(EFH =
T-RAFANA-+RABTRZAREER
il & AR 0 1 (38 2 (R MY 3E 28(a) (iii)) ) i AT
IR EIE 2 H kB H R A A A B TR
(241,000,000 T2 SEREE) - R
BREER  AIAQREREBAER -

ABABREENR T R"ER_F—1A
F=ZRA=1T—BINIREARITE -

REfRBREEEN —_E—ME+— A
BAEER - Bt - REBRESHEITAH
212,765,954 R Z A EE 0.01 /E L2 Ll
H& o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (Fk 348585 - HIAETAIR)

23 Convertible notes (Continued) 23 WRREE#)
The convertible notes issued have been split as to the liability BT BRREEE D ABENERW
and equity components, as follows: o FEIBWT -
2016 2015
ZB-XF ZE-AF
HK$’000 HK$’000
FET FET
At 1 April R A—H 19,290 48,324
Effective interest expense BERFEASZ 869 1,836
Interest paid BAFE (400) (400)
Conversion into ordinary shares i AT R - (30,470)
Liability component at 31 March R=A=+—Bz&a@&%Mm 19,759 19,290
The equity component is presented as convertible notes HRAMIEERAN T RREEEE -
reserve within equity. The effective interest rate of the liability BERHD2EBRNEAEEF411% (=T
component is 4.11% (2015: 4.11%) per annum. —HEF 411%) °

24 Income tax in the consolidated statement 24 ZEBMBMRRARAZFAEH
of financial position

(@) Current taxation in the consolidated statement of () REEHMBEMRRRAZEHRHRE
financial position represents: 1
2016 2015
—B-REF —E—nfF
HK$°000 HK$’000
FET FAET
Hong Kong Profits Tax BENEH
— Provision for the year (note 6(a)) — FREE N E6(a) 2,766 —
PRC Enterprise Income Tax P EMSH
— Provision for the year (note 6(a)) — FREEHiE6(a) 8,644 8,261
— Provisional tax paid — BEfTEHH (7,109) (6,615)
1,535 1,646
4,301 1,646
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(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 38 RSN - HIAETIIR)

24 |ncome tax in the consolidated statement 24 HMEHMBRRARAZFABH &)
of financial position (Continued)

(b) Deferred tax (b) EIEFHIE

(i)  Deferred tax liabilities recognised: () EEFRZELEHELRE:
The components of deferred tax liabilities recognised in RERE RN R MER 2 IRER 1A
the consolidated statement of financial position and the BEBHMRFERAZEBHUT

movements during the year are as follows:

Depreciation

in excess of
the related

depreciation Other
allowances temporary

WEBH differences

HERE Hi g Total
& =5 e
HK$’000 HK$’000 HK$’000
FEIT FEIT FET
Deferred tax arising from: UTFEEMEEZELE
| :
At 1 April 2014 R_E—MFEMA—H 975 3,677 4,652
Exchange adjustments bE H SR 6 30 36
Credited to profit or loss T AB= (K177 6(a)

(note 6(a)) — (308) (308)
At 31 March 2015 RZZE—RAF=A=1+—H 981 3,399 4,380
At 1 April 2015 RZE—RFMF—H 981 3,399 4,380
Exchange adjustments b H SRR (50) (77) (227)
Credited to profit or loss st AB=m (Wit 6()

(note 6(a)) — (146) (146)
At 31 March 2016 RZZE-—RF=ZA=+—H 931 3,076 4,007
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(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

24

Income tax in the consolidated statement
of financial position (Continued)

(b)

(ii)

(iii)

Deferred tax (Continued)

Deferred tax liabilities not recognised:

At 31 March 2016, the Group has not recognised
deferred tax liabilities relating to temporary
differences of approximately HK$24,911,000 (2015:
HK$19,283,000).

Deferred tax assets not recognised:

At 31 March 2016, the Group has not recognised
deferred tax assets in respect of cumulative tax
losses of approximately HK$208,516,000 (2015:
HK$194,213,000) and deductible temporary differences
of approximately HK$7,600,000 (2015: HK$8,442,000)
as it is not probable that future taxable profits, against
which the assets can be utilised, will be available
in any relevant tax jurisdiction or entity. Of the total
tax losses, approximately HK$68,512,000 (2015:
HK$60,605,000) will expire within 5 years and the
remaining tax losses of approximately HK$140,004,000
(2015: HK$113,608,000) have no expiry date under the
current tax legislation.

(b)

(i)

(iii)

24 HZEHMBRRRANZFABE &)

EERIE ()

FRERBELEHERE -

R-ZE—RNE=ZA=+—0 &%

I 7 4% kT B A BE 4 24,911,000 78

T(—ZF—F 4 : 19,283,000 7T )
RELEFTERE -

WZZE—XNFEF=ZA=+—H" H#
REFEMREBEBRE R EREXE
KA RRERB EAA
HREE WASELEM R
i 18 &5 18 49208,516,0007% jt(=
T — A F 194,213,000 7T ) &
A 0B E R ZE %8 497,600,000
(= Z — F 4 : 8,442,00078 7T )
BRELEHREEE HEEBEL
B R0 4968,512,0008 jt(=— =
— B % : 60,605,000 7T ) # %
FERNER: METHEEELD
140,004,000% 7T(=Z & — A & -
113,608,000 7 7T ) IR B IR 1T B AW
mEWA -

SAU SAN TONG HOLDINGS LIMITED & Z#ZRAERA R

Annual Report 2015/16 FEHE

137



138

25 Defined contribution retirement plans

The Group operates the Mandatory Provident Fund Scheme
(“MPF Scheme”) under the Hong Kong Mandatory Provident
Fund Schemes Ordinance for employees employed under
the jurisdiction of the Hong Kong Employment Ordinance
(the “Ordinance”). The MPF Scheme is a defined contribution
retirement plan administered by independent trustees. Under
the MPF Scheme, certain subsidiaries of the Group and
the eligible employees are each required to make monthly
mandatory contributions to the plan at 5% of the employees’
relevant income subject to a cap of monthly relevant income
of HK$30,000 (HK$25,000 prior to June 2014). Contributions
to the scheme vest immediately.

At 31 March 2016 and 2015, certain employees of the Group
had completed the required number of years of service under
the Ordinance and are eligible for long service payments on
termination of their employment. The Group is only liable
to make such payments when the termination meets the
required circumstances specified in the Ordinance and the
employees’ entitlement is not covered by the aforesaid
MPF scheme. At 31 March 2016 and 2015, the Group’s
contributions to the MPF scheme and the accrued interest
thereon exceeded the potential liabilities should the required
circumstances specified in the Ordinance be met.

The Group’s subsidiaries in the PRC also participate in
defined contribution retirement schemes covering its full-
time PRC employees. The schemes are administered by
the relevant government authorities in the PRC. The Group
and the PRC employees are required to make contributions
based on certain percentages of the applicable payroll costs
as stipulated under the requirements in the PRC and the
relevant government authorities undertake to assume the
retirement benefit obligations of all existing and future retired
employees of the Group’s subsidiaries in the PRC.
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(Expressed in.Hong Kong dollars unless otherwise indicated) (Bk 548 sERAN -
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(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

26 Equity-settled share-based transactions

(a)

Share option scheme adopted on 4 November 2003

The Company has adopted a share option scheme
on 4 November 2003 (the “Expired Share Option
Scheme”). The purpose of the Expired Share Option
Scheme is to enable the Company to grant options to
eligible participants as incentives or rewards for their
contribution or potential contribution to the Company
and/or any of its subsidiaries. Eligible participants of
the Expired Share Option Scheme include full-time or
part-time employees, executives or officers (including
executive, non-executive directors and independent
non-executive directors) of the Company and/or any of
its subsidiaries and any suppliers, consultants, agents
or advisers who, in the sole opinion of the Board, have
contributed to the Company and/or such subsidiaries.

Share options are granted to the eligible participants
at a consideration of HK$1. Each option gives the
holder the right to subscribe for one ordinary share
in the Company. The period during which an option
may be exercised will be determined by the Board
at its absolute discretion, save that no option may
be exercised more than five years after it has been
granted. No option may be granted more than 10 years
after the date of approval of the Expired Share Option
Scheme.

The maximum number of shares which may be issued
upon exercise of all outstanding options granted and
yet to be exercised under the Expired Share Option
Scheme and any other share option plans of the
Company at any time shall not exceed 30% of the
shares in issue from time to time.

26 Ba@ZERHAXNIRES

(a)

R-IZEE=F+-ANBKMAZE
st &l

ARAR_ZEE=F+—ANAK
R (T2 EmE R
ED - BEEmERESEE F
EARAAEERZEER TREHK
B ERBSHARARHEE
FAMBARSRKERMBEETRZ
e B IRRE) - EEMBRERT S
RERBEREBEARARARHE
TAMEAR 2B RBES
TTRABSRABE (BEAIT - 3
HITEERBUATES) N
REESBURREARRNAR, 3
ZEH B A REL B RN Z R e
o ER REBASRRERZA
+o

BREDERE1IELIETAER
2EE - BNBREGTHAAE
MARBE—RARAEBE - B
BZITEMBRESES2RIRE
HEBRENELBBTFRIET
% - BEfEMERER St /E R H
HEEHEB T FRTIEGROBRE -

RIRC &0 B R 8 R AR BME
a] 2 At B i 8 51 B BE B X HER AT
{8 2 P B RIETT (£ fE B I 1T 2B
AREBETZENESEE - T5E
B2 BT Z 30% °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Bk 548 sERAN -

26 Equity-settled share-based transactions
(Continued)

(@)

Share option scheme adopted on 4 November 2003
(Continued)

The total number of shares issued and which may fall
to be issued upon exercise of the options granted
under the Expired Share Option Scheme and any other
share option plans of the Company (including exercised,
cancelled and outstanding options) to each eligible
participant in any 12-month period up to the date of
grant in excess of 1% of the number of shares in issue
as at the date of grant, are subject to the Company
issuing a circular and the approval from the Company’s
shareholders in a general meeting.

The exercise price for a share in respect of any
particular option granted under the Expired Share
Option Scheme (which shall be payable upon exercise
of the option) shall be such price as the Board in its
absolute discretion shall determine, save that such
price will not be less than the highest of (i) the official
closing price of the shares as stated in the daily
quotation sheets of the Stock Exchange on the date of
grant, which must be a business day; (i) the average
closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet for the five business
days immediately preceding the date of grant; and (iii)
the nominal value of a share.
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(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

26 Equity-settled share-based transactions
(Continued)

(b)

Share option scheme adopted on 24 February 2016

On 24 February 2016, the Company has adopted a
new share option scheme (the “New Share Option
Scheme”). The purpose of the New Share Option
Scheme is to enable the Company to grant options to
eligible participants as incentives or rewards for their
contribution or potential contribution to the Company
and/or any of its subsidiaries. Eligible participants of
the New Share Option Scheme include full-time or
part-time employees, executives or officers (including
executive, non-executive directors and independent
non-executive directors) of the Company and/or any of
its subsidiaries and any consultants, agents or advisers
who, in the sole opinion of the Board, have contributed
to the Company and/or such subsidiaries.

Share options are granted to the eligible participants
at a consideration of HK$1. Each option gives the
holder the right to subscribe for one ordinary share
in the Company. The period during which an option
may be exercised will be determined by the Board
at its absolute discretion, save that no option may
be exercised more than five years after it has been
granted. No option may be granted more than 10 years
after the date of approval of the New Share Option
Scheme.

The maximum number of shares which may be issued
upon exercise of all outstanding options granted and
yet to be exercised under the New Share Option
Scheme and any other share option plans of the
Company at any time shall not exceed 30% of the
shares in issue from time to time.

26 Ba@ZERN<AXE @)

(b)
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B E 8
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(Expressed in.Hong Kong dollars unless otherwise indicated)

(B =B EHI -

26 Equity-settled share-based transactions
(Continued)

(b)

Share option scheme adopted on 24 February 2016
(Continued)

The total number of shares issued and which may fall
to be issued upon exercise of the options granted
under the New Share Option Scheme and any other
share option plans of the Company (including exercised,
cancelled and outstanding options) to each eligible
participant in any 12-month period up to the date of
grant in excess of 1% of the number of shares in issue
as at the date of grant, are subject to the Company
issuing a circular and the approval from the Company’s
shareholders in a general meeting.

The exercise price for a share in respect of any
particular option granted under the New Share Option
Scheme (which shall be payable upon exercise of the
option) shall be such price as the Board in its absolute
discretion shall determine, save that such price will not
be less than the highest of (i) the official closing price
of the shares as stated in the daily quotation sheets
of the Stock Exchange on the date of grant, which
must be a business day; (ii) the average closing price
of the shares as stated in the Stock Exchange’s daily
quotations sheet for the five business days immediately
preceding the date of grant; and (i) the nominal value
of a share.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (Fk 348585 - HIAETAIR)

26 Equity-settled share-based transactions 26 BREERMINARS @)
(Continued)
(c) The terms and conditions of the grants that existed (c) REE-E—XRER-ZE—HE=
during the years ended 31 March 2016 and 2015 are A=1+t—-BLEEFREZEHMKEN
as follows: RGHOT

Contractual life

Number of of options
options BREZ
TEA#E EHNFH
(restated)
(REH)
Options granted to directors: BTES ZBIRE -
— on 2 March 2011 — R-E——%F
—A=H 4,690,000 5.0 years
— on 10 March 2016 — RZE—RF
=A+H 36,422,719 5.0 years &
41,112,719
Options granted to Chief Executive R T1THUAAEL 2 B IGHE
Officer
— on 10 March 2016 — RZE—XRF
=A+H 36,422,719 5.0 years %
Options granted to employees: BT REE ZERE
— on 2 March 2011 - RZT——%F
=HA—=H 18,689,650 5.0 years &
Options granted to suppliers/ By tEs Rz
consultants: B AR AE -
— on 22 February 2012 — RZE—=F
—A=-+=H 13,788,600 5.0 years &
Total share options BB 110,013,688
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 3B 58S + HAETTYIR)
26 Equity-settled share-based transactions 26 BR@GEROXZINAREZ @)
(Continued)
(d) The number and weighted average exercise prices d BEBREHBERMNEELGTEEN
of share options are as follows: T
2016 2015
AL —E—AF
Weighted Weighted
average average
exercise Number of exercise Number of
price options price options
In#EEH B g fEAR
THEE A 1TEME A
HK$ HK$
BT BT
(restated) (restated)
(ggE=5) (gE5)
Outstanding at the REYIERITE
beginning of the year 0.2538 34,659,100 0.2557 37,168,250
Cancelled during the RE AN
year N/A FiE A - 0.2829  (2,509,150)
Expired during the year R EREIEA 0.2815 (20,870,500) N/A TiEMA —
Granted during the year RFERIRE 0.0660 72,845,438 N/A T —

Outstanding at the end AL RITE

of the year 0.0892 86,634,038 0.2538 34,659,100
Exercisable at the end ~ RFLKRAIITE

of the year 0.0892 86,634,038 0.2538 34,659,100
The options outstanding at 31 March 2016 had an R_E—RFE=ZA=+—HHEEX]T
exercise price in the range of HK$0.0660 to HK$0.2119 i A 2 1T B 71 0.0660 /4 7T
(2015 (restated): HK$0.2119 to HK$0.2815) and a FO2119B L (ZE—RHF(KE
weighted average remaining contractual life of 4.30 H) : 0.2119 L E0.281587T) -
years (2015: 1.31 years). MEFHFEGEOFE B4.30F

TZE-AF1.314F) -
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(Expressed in Hong Kong dollars unless otherwise indicated) (Fx 5%

BRI

26 Equity-settled share-based transactions
(Continued)

(e)

Fair value of share options and assumptions

The fair value of services received in return for share
options granted is measured by reference to the fair
value of share options granted. The estimate of the
fair value of the share options granted on 10 March
2016 is measured based on a Binomial Lattice model.
The contractual life of the share option is used as an
input into this model. Expectations of early exercise are
incorporated into the model.

The significant assumptions made in deriving the fair
value of the share options granted on 10 March 2016
are as follows:

Fair value at measurement date HK$0.0305
Share price HK$0.0660
Exercise price HK$0.0660
Expected volatility (expressed as

weighted average volatility used

in the modeling under Binomial

Lattice model) 58.13%
Option life (expressed as

weighted average life used

in the modeling under

Binomial Lattice model) 5.0 years
Expected dividends Nil
Risk-free interest rate 1.39%

The number and exercise prices of the options as
disclosed in (c) and (d) above are adjusted to reflect
the effect of open offer which was completed on 25
September 2015 (see note 28(a)(iii))).

HIAETTEIR)

26 BEEERN NS )
(e) MREATERMBR

BEE 2 BREDKRRBZ A
TEDLEFELEREZDTLE

AE-R_T-RF=ZHATHEMAER
HEERE 2 AP EM[FHR ZEAE

RN AR - BREZEOF
HIRREAZHARBE - ZRAE
BREERITEIES -

ERE-E-AFE=A+ARETZ
BEIRAE 2 A FER PR B ABRR
M

REtEBHZAFE  0.03055T
1% B 0.0660 77T
TfE(E 0.0660 78 7T
TEERE IR (A =18

B E N TR

FIT A hnte 34

RENFRIR) 58.13%
A BAPR (LA — 18

A BEENIET

B AT I

FHIRTR) 5.0 F
TEHARR B =z

[ B 1) == 1.39%
S B (c) R () FE - BRER

BRITEEEAE  URBRHRZZ
—HFAB - +RBERZ AR
& (R M EE 28(a)(ii)) 2 28 -
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27 Other long-term liability

On 28 December 2012, the Company, Bravo Media Limited
(“BML”) and Beauty University Management Limited (“BUML”)
entered into an investment agreement with an independent
third party, pursuant to which the independent third party
subscribed new shares in BUML, representing 20% of
the enlarged issued share capital of BUML, at a cash
consideration of HK$20,000,000. Further details of this
transaction were set out in the Company’s announcement
dated 28 December 2012.

Prior to the issue of new shares under the investment
agreement, BUML was a wholly-owned subsidiary of BML
which is wholly-owned by the Company. Upon the issue
of new shares in BUML on 28 March 2013, the Group’s
effective interest in BUML was reduced from 100% to
80%. This change in the Group’s interest in BUML did not
result in a loss of control over BUML and was accounted
for as an equity transaction, whereby adjustments were
made to reflect an increase in non-controlling interests
of approximately HK$3,508,000 and an increase in other
reserve of approximately HK$16,492,000 at the date of issue
of the new shares in BUML.

SAU SAN TONG HOLDINGS LIMITED {5 EZERERAT
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(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 38 RSN - HIAETIIR)

i

feRMEE

RZE—=—F+=A=+NH X7 -
Bravo Media Limited ([BML])&3EEX
BEBAERAA([EBAZ])EBIE=
FRINIEERZ - Bt BUE=FH R
% X {820,000,000 8 TREEBASZ 2
MR BEBARBEEABEITRAZ
20% - REXR G 2#E— HFERAAA
AfA—T——F+_A-+N\AZAMH
ﬂq °

BREEEHBZETTRGOA - EBRE
BRBMLZ2EWEB AR - MBMLAZERR
Alzr2EMBRA - RZE—=F=H
TTHNBBEITEERERRMDE A&
EREBREZEREREZDBI100% B E
80% c AEBREEARERG C 2EE
B mEBURAEBARZ 2 IEGIE 218
BHHARINERERS  WEELH
B UARMRBEITEBREBNRGE B
#93,508,000 7 7T 2 FEIEAR & 18 A0 R 40
16,492,000 %70 2 B A 0 -



27 Other long-term liability (Continued)

Pursuant to the investment agreement, in the event that
BUML fails to procure the listing of its shares or the listing
of the shares of an entity holding the business of BUML
on an internationally recognised stock exchange with the
market capitalisation size of such listing of not less than
HK$200,000,000 on or before 28 December 2017, the
independent third party shall have the right, but not an
obligation, to request the Company to purchase all of the
shares of BUML then held by the independent third party
for HK$20,000,000 (the “Put Option Right”) within 90 days
from the receipt of the written notice by BUML from the
independent third party to communicate its intent to exercise
the Put Option Right (the “Put Option Notice Period”). If the
Company fails to purchase all of the shares of BUML then
held by the independent third party for HK$20,000,000
within the Put Option Notice Period, then BML and/or the
Company shall be obligated to take up and fulfill BUML'’s
obligations in relation to the Put Option Right under the
investment agreement within 90 days from the end of the
Put Option Notice Period. The fair value of gross liability of
HK$16,444,000 of the Group and of the Company under
the Put Option Right has been accounted for as a long-
term liability in the consolidated and company statements
of financial position. The effective interest rate of the long-
term liability is 4.00% per annum. During the year ended 31
March 2016, an imputed interest on the long-term liability of
HK$711,000 (2015: HK$684,000) is recognised as finance
costs in the consolidated statement of profit or loss.
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HiuRHBHEE#)

BIBFRERE  NEBRERER-Z
—+tF+ A+ N\BEARZAREH
BORBERRABEARS EMEEE
EEARBEB BB IROPERRR
BERGHEM(BEEMZTERED
S1K7 200,000,00078 7T) * BB FE =
FHABREFN(EIEET) JERARFR
FEABEREBYFE-AZE@mAN - MU
BEATERGME(RLREDER
ZEM1%90 B ARG EAEB A 1) LA
20,000,000 B T EERBEBVYE=H
BBEZMBEBRERS - MARAIRE
A 3R 5 HA#E 38 40 HA ;9 A 20,000,000 78 7T
BEEMOBIE=FEBEZAEZEX
2k - AIBMLE,SHAREEEER
Foh B R AN EA R B EF 00 H AR E K B
ITEBRERIBIRE 5355800 B A
AEZ BT - REERARE N R HE
BT Z2HBafERFE16,444,0007 TR
A RARBMBRARAARIIEREE
& REHIBECERFNEAE4.00% ° B
E-T-—XRFEZA=+—HLFE  EH
BEZHEEMETI,0008T(ZE—1
F 1 684,000 70 ) IR EIERRER
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(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 3B 58S + HAETTYIR)
28 Capital, reserves and dividends 28 EX - #BEERE
(a) Share capital (a) M
(i)  Authorised and issued share capital () ZEREBRITRE
2016 2015
—E-KREF —T-RF
Number of Number of
shares shares
5 E Bingr B
Note ’000 HK$’000 000 HK$’000
Htat Fig FET Fhg FEr
Authorised: EE

Ordinary shares of &REAE
HK$0.01 each 0.01 T2
el 28(a)(i) 10,000,000 100,000 2,000,000 20,000

Ordinary shares, &&ERK
issued and fully BERTR

paid HqE
At 1 April RIMA—H 1,821,136 18,211 297,953 2,980
Issue of shares BIRG, 28(a)(iii) 1,821,136 18,211 1,310,417 13,103
Conversion of AR R

convertible notes A EER
into ordinary

shares 23 — — 212,766 2,128
At 31 March R=A
=+—H 3,642,272 36,422 1,821,136 18,211
The holders of ordinary shares are entitled to receive TBERIFBEAERUDIARTIR .
dividends as declared from time to time and are entitled IR 2 - WA EFLTERRDRARR]
to one vote per share at meetings of the Company. AELER—ZE-FBEEBEREAR
All ordinary shares rank equally with regard to the AR EEZB RS -

Company’s residual assets.
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(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

28 Capital, reserves and dividends (Continued)

(a)

(ii)

(iii)

Share capital (Continued)
Increase in authorised share capital

By an ordinary resolution passed at the extraordinary
general meeting on 18 August 2015, the Company’s
authorised share capital was increased from
HK$20,000,000 divided into 2,000,000,000 ordinary
shares of HK$0.01 each to HK$100,000,000 divided
into 10,000,000,000 ordinary shares of HK$0.01 each
by creation of additional 8,000,000,000 ordinary shares
of HK$0.01 each.

Issue of shares

On 26 September 2014, the Company issued
893,857,500 ordinary shares of HK$0.01 each at a
subscription price of HK$0.10 per ordinary share on
the basis of three new shares for every existing share
held (the “Rights Issue”), resulting in net proceeds of
approximately HK$86,017,000. Details of the Rights
Issue are set out in the Company’s prospectus dated 3
September 2014.

On 7 January 2015, the Company issued 59,560,000
ordinary shares of HK$0.01 each pursuant to a placing
under general mandate at a price of HK$0.143 per
share resulting in net proceeds of approximately
HK$8,389,000.

28 BEX - #ERKRE @)

(a)

(ii)

(iii)

R (&)

EHNEERAE

BER-ZE—RAFNA+NBE]T
ZBREFRIRE LRA 2 ERRE
% 1% 1B 18 % 8,000,000,000 % & f%
HE0.01 BTz EBR  HAAA
2 TE P& AN R 20,000,000 8 7T (5 A
2,000,000,000 & & A% T {8 0.01 & 7T

@A) + 4550 % 100,000,000 %
7£(% %A 10,000,000,000 & & A (&
0.01 &Lz Edk) °

RITR G

RZE—WMFEALA-_+H AR
AEERERE—REAEROH=K
Mz EEERESRLEARO10
T 2 R B B % 17893,857,500
BEREECOIE L AR
(TR ) EEXEMBRBEFELY
86,017,000 7T % 2 FBEHEN
ARRIRZT—WFNA=HFIZE
ZHAREE -

RZTE—HF—AEH " AQ7A
BE—REREEN 2ESFE
%8 01438 T 2 B 1% 8 17
59,560,000 ix & % E {H0.01 8 7T

LAl EEMSREBEFENA
8,389,000/ 7T °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated)

(B SHEH

28 Capital, reserves and dividends (Continued)

(a)

(iii)

(b)

(c)

(i)

Share capital (Continued)
Issue of shares (Continued)

On 12 March 2015, the Company issued 357,000,000
ordinary shares of HK$0.01 each pursuant to a placing
under specific mandate at a price of HK$0.143 per
share resulting in net proceeds of approximately
HK$50,281,000.

On 25 September 2015, the Company issued
1,821,135,954 ordinary shares of HK$0.01 each at a
subscription price of HK$0.10 per ordinary share on
the basis of one new share for every existing share
held (the “Open Offer”), resulting in net proceeds of
approximately HK$175,278,000. Details of the Open
Offer are set out in the Company’s prospectus dated
31 August 2015.

Dividend

The directors do not recommend the payment of a
dividend for the year ended 31 March 2016 (2015:
HK$Nil).

Nature and purpose of reserves
Share premium reserve

Under the Companies Laws of the Cayman Islands
where a company issues shares at a premium, whether
for cash or otherwise, a sum equal to the aggregate
amount of the value of the premiums on their shares
shall be transferred to share premium account. The
application of the share premium account is governed
by the Companies Laws of the Cayman Islands.
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(Expressed in Hong Kong dollars unless otherwise indicated) (k55

SERASN - IR

28 Capital, reserves and dividends (Continued)

(c)

(i)

(ii)

(iii)

Nature and purpose of reserves (Continued)

Share premium reserve (Continued)

No distribution or dividend may be paid to shareholders
of the Company out of the share premium account
unless immediately following the date on which the
distribution or the dividend is proposed to be paid, the
Company will be in a position to pay its debts as they
fall due in the ordinary course of business.

Merger reserve

The merger reserve represents the difference between
the nominal value of the ordinary shares issued by the
Company and the aggregate of the share capital and
share premium of the subsidiaries acquired by the
Company through exchange of shares under a group
reorganisation scheme on 4 November 2003. Further
details are set out in the Company’s prospectus dated
10 November 2003.

Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt
with in accordance with accounting policy set out in
note 2(w).

BITHIR)

28 BEX - #ERKRE @)

(c)

(M)

(ii)

(iii)

REMERBH(E)
KRGS ERE(E)

BRIFEBEEZE YIRS BHE
ARBAREBEXEBBERES
MR EEES  SRITTSARND
HERPRARARRN DKL

P& B o

BOEE

EFBERARARBITEBRRCE
BEEARATARBER-_ZEZ=F1+—
AMAB 2z & @B EH B ZE IR
DT AW B QR A KR G5 5 E
BB ERE - E—FPHFBHERAEAR
ARZZEE=F+—ATAHEZ
RIRERR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated)

(B SHEH

28 Capital, reserves and dividends (Continued)

(c)

(iv)

(v)

(vi)

Nature and purpose of reserves (Continued)
Share-based payment reserve

The share-based payment reserve represents the fair
value of the actual or estimated number of unexercised
share options granted to the eligible participants of
the Share Option Scheme recognised in accordance
with the accounting policy adopted for share-based
payments in note 2(s).

Convertible notes reserve

The convertible notes reserve represents the amount
allocated to the unexercised equity component of the
convertible notes issued by the Company recognised
in accordance with the accounting policy adopted for
convertible notes in note 2(n).

PRC statutory surplus reserve

Pursuant to the laws and regulations governing the
PRC enterprises, a PRC subsidiary of the Group, which
is a sino-foreign joint-venture enterprise, is required to
allocate at least 10% of its after-tax profit but before
dividend distribution to the general reserve until the
reserve has reached 50% of their registered capital.
The general reserve can only be used, upon approval
by the relevant authority, to offset accumulated losses
or increase capital. The appropriation for the year
amounted to HK$2,264,000 (2015: HK$2,096,000).
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(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

28 Capital, reserves and dividends (Continued)

(c)

(vi)

(vii)

(d)

Nature and purpose of reserves (Continued)
PRC statutory surplus reserve (Continued)

The enterprise expansion fund can only be used
to increase capital upon approval by the relevant
authority. Appropriation to enterprise expansion fund is
at the discretion of the board of directors of the PRC
subsidiaries. There was no appropriation during the
year (2015: HK$Nil).

The staff welfare and bonus fund can only be used
for the welfare of the PRC subsidiaries’ employees.
Appropriation to the staff welfare and bonus fund is
at the discretion of the board of directors of the PRC
subsidiaries. For Hong Kong reporting purposes,
this appropriation is charged to profit or loss and
included in other payables and accrued charges in the
consolidated statement of financial position.

Other reserve

Other reserve represents (i) the difference between the
fair value of the consideration received and the carrying
amount of the net assets of BUML attributable to the
non-controlling interests and (i) the fair value of gross
liability of written put option issued by the Company
in connection with the disposal of 20% equity interest
in BUML that do not result in a loss of control by the
Group (see note 27).

Distributability of reserves

At 31 March 2016, the Company’s reserves
available for distribution to owners of the Company
amounted to approximately HK$210,756,000 (2015:
HK$120,633,000).

28 BEX - #ERKRE @)

(c)

(vi)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Bk 548 sERAN -

28 Capital, reserves and dividends (Continued)

(e)

Capital management

The Group’s primary objectives when managing
capital are to safeguard the Group’s ability to
continue as a going concern, so that it can continue
to provide returns for shareholders and benefits for
other stakeholders, by pricing products and services
commensurately with the level of risk and by securing
access to finance at a reasonable cost.

The Group actively and regularly reviews and manages
its capital structure to maintain a balance between
the higher shareholder returns that might be possible
with higher levels of borrowings and the advantages
and security afforded by a sound capital position, and
makes judgements to the capital structure in light of
changes in economic conditions.

The capital structure on the basis of net debt-to-capital
ratio of the Group consists of net debt, which includes
bank loans, trade payables, other payables and
accrued charges, amount due to a director, amounts
due to joint ventures, amounts due to related parties,
convertible notes and other long-term liability, less cash
and cash equivalents; and capital, which comprises all
components of equity.

The directors of the Company review the capital
structure on an annual basis. As part of this review, the
directors consider the cost of debt and cost of capital.
Based on the recommendation of the directors, the
Group will balance its overall capital structure through
the payment of dividends, new share issues as well as
the issue of new debt.

Neither the Company nor any of its subsidiaries are
subject to externally imposed capital requirements.
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(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

29 Financial risk management and fair values
of financial instruments

Exposure to credit, liquidity, interest rate and foreign

currency risks arises in the normal course of the Group’s

business. The Group is also exposed to equity price risk

arising from its equity investments in other entities.

The Group’s exposure to risks and the financial risk

management policies and practices used by the Group to

manage these risks are described below.

(a)

Credit risk and concentration risk

The Group’s credit risk is primarily attributable to equity
investments, trade and other receivables, amounts due
from joint ventures, amounts due from related parties
and cash and cash equivalents. The maximum exposure
to credit risk is represented by the carrying amount
of each financial asset in the consolidated statement
of financial position. Management has a credit policy
in place and the exposures to these credit risks are
monitored on an ongoing basis.

In respect of trade receivables, individual credit
evaluations are performed on all customers requiring
credit over a certain amount. These evaluations focus
on the customer’s past history of making payments
when due and current ability to pay, and take into
account information specific to the customer as well as
pertaining to the economic environment in which the
customer operates. Trade receivables are usually due
within 30 to 90 days from the date of billing. Normally,
the Group does not obtain collateral from customers.
As such, management considers the aggregate risks
arising from the possibility of credit losses are limited
and to be acceptable.

29 SRMIACZSREARERER A

F@

AEBZIERXBBREELREE  RBE
& FERRINERRR o AEBAZRHE
B R BRAREMEL ZBAEBIRE

G o

s

AREE R AEREMAEERINEIEZ
SRR 2 &R E IR R LI HS
—|<0

(@) FERRRSTERE

rEBZEERREIERBEBRAR
B RUE 5 A K& E ' YR
R RBEAEREZFR - B

BALTFEUANRRE MRS EFE
Yo HEERRZESAERERS
ﬁmﬁé@ﬁéﬁéﬂﬁ%ﬁmﬁi\%mz&%
HE BEEERBEERR  L#F
48 B 5T Sy I (o PSR R ST HERE o

A8 En S BA ST l:l/\

REKEBESRIENS  SHMBEE
FBEET&BE2EERBIEP
EITEBEETE - 25 EESF
REP 2 BT BN RO 8 RIRTT
RN UWEREPREE R
RERPREMELSEREEE .
B BB SHRIE—BNEEREH
B EF30 20 MEIHF - — A&
ﬁﬁlIﬁWXﬁm # 47

e Bt EEBERE 1;:1,%%?5—"—
EMEEZEARAETEER - BN
B

SAU SAN TONG HOLDINGS LIMITED & Z#ZRAERA R

Annual Report 2015/16 FEHE

155



156

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Bk 548 sERAN -

29 Financial risk management and fair values
of financial instruments (Continued)

(@)

Credit risk and concentration risk (Continued)

The Group’s exposure to credit risk arising from trade
receivables is influenced mainly by the individual
characteristics of each customer. The default risk of
the industry and country in which customers operate
also has an influence on credit risk but to a lesser
extent. At the end of the reporting period, the Group
had a certain concentration of credit risk as 36%
(2015: 27%) and 60% (2015: 53%) of the total trade
receivables was due from the largest customer and the
five largest customers respectively. Management does
not expect any significant losses from trade debtors
that have not been provided for other than impairment
loss on bad and doubtful debt as set out in note 18(b).
Further quantitative disclosure in respect of the Group’s
exposure to credit risk arising from trade receivables
are set out in note 18.

The Group’s other receivables at 31 March 2016
comprise mainly amounts due from business partners
and consultants, advances to staff and trade deposits
amounting to approximately HK$93,207,000 (2015:
HK$68,512,000) in total. Should the counter parties
default in settling the payments and/or providing
services, the Group may suffer financial losses.
However, the directors consider that these amounts are
fully recoverable.

In respect of the amounts due from joint ventures and
amounts due from related parties at 31 March 2016
amounting to approximately HK$3,117,000 (2015:
HK$Nil) and HK$1,440,000 (2015: HK$8,784,000)
respectively, the Group may suffer financial losses if the
joint ventures and related parties default in settling the
payments. However, the directors consider that these
amounts are fully recoverable.
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(Expressed in Hong Kong dollars unless otherwise indicated) (Fx 5%

BRI

29 Financial risk management and fair values
of financial instruments (Continued)

(a)

(b)

Credit risk and concentration risk (Continued)

Substantially all the Group’s cash and cash equivalents
are deposited in financial institutions in Hong Kong and
the PRC. The credit risk on liquid funds is limited as the
majority of counterparties are financial institutions with
high credit ratings assigned by international credit rating
agencies and stated-controlled financial institutions with
good reputations.

Equity investments that are in listed securities together
with certain deposits, are placed with securities
brokers, which management believes it is of higher
credit quality.

Liquidity risk

Individual operating entities within the Group are
responsible for their own cash management, including
the short term investment of cash surpluses and the
raising of loans to cover expected cash demands,
subject to approval by the Company’s Board when
borrowings exceed certain predetermined levels of
authority. The Group’s policy is to regularly monitor
current and expected liquidity requirements to
ensure that it maintains sufficient reserves of cash
and adequate committed lines of funding from major
financial institutions to meet its liquidity requirements in
the short and longer term.
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29 Financial risk management and fair values
of financial instruments (Continued)

(b) Liquidity risk (Continued)

The following table details the remaining contractual
maturities at the end of the reporting period of the
Group’s financial liabilities which are based on the
contractual undiscounted cash flows (including interest
payments, computed using contractual rates or, if
floating, based on rates current at the end of the
reporting period) and the earliest date the Group can
be required to pay:

At 31 March 2016
H=8-AEZR=t-B
More
than
Total Within 1 year
contractual 1 year but less
undiscounted or on than

Camying ~ cash flow demand 2 years
amount  RERES 158 150E
BEE RERKAE EEX  BiER

29 SRITAZSREREERA
FE#)

(b)

Carrying
amount

AR

RBESREEE)

TRFLAEEEREER 2R
RZBTEHNIYAE - DREAKR
ERBESRE(BERAAOMNER
(¥ 8)) N 2HRPRZBITH X
AEZMBNR) RAEEA A
&P AR :

At 31 March 2015
R-T-RF=A=t-A

More More

than then

Total Within 1 year 2 years
contractual 1 year Out less DUt less
unalscounted oron han then
cash flow (emand 2 years 5 years

AFRE 1ERE 1ENE 2B
REANER ERX  BoEm BsEnm

HK$'000 HK$'000 HKS$'000 HK$'000 HKk$'000 HK§'000 HK$ 000 HK§'000 HK$000
74 Tén FAT FAT AT FEr FAT Fir Fér
Bank loans e 24,055 (24,058 (24,055 - 31734 (31,734 (31,734) - -
Trade payables ERRATE 39,693 (39,699) (39,699) - 51,758 (31,758) (51,759) - -
Other payablesand ~ ERERFER
aoved chages BB BT ) (e4) T 1 1) - -
Amount due to a director B -2 EEHE 3 (37 (31) - Rl 39 (39) - -
Amounts due tojoint~ ERABAERE
yentues - - - - 1.854 08y (18 - -
Amounts due to related T A A
parties 46,366 (46,366) (46,366) - - - - - -
Conveblenates  TARES 1075 @400 (0400) - M o) W) (204 -
Other ongem by 5585 8497 (20000 B IR 01 - -
212,608 (214,752) (194,752) (20,000 192,176 (196,500) (16,100) (20,400 20,000
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29 Financial risk management and fair values
of financial instruments (Continued)

(c)

(i)

Interest rate risk

The Group’s interest rate risk arises primarily from bank

deposits, bank loans and convertible notes. Deposits

placed and borrowings issued at variable rates and

at fixed rates expose the Group to cash flow interest

rate risk and fair value interest rate risk respectively.

The Group’s interest rate profile as monitored by

management is set out in (i) below.

Interest rate profile

The following table details the interest rate profile of the

Group’s net deposits/(borrowings) (being bank deposits

less interest-bearing financial liabilities or vice versa) at

the end of the reporting period.

Variable rate deposits: ERNER /G
Bank deposits and cash #1777 5 & 8817

at bank e
Fixed rate borrowings: EEEBE
Bank loans IRITE
Convertible notes AR R
Total net deposits/ /S (EE)
(borrowings) FAAER

af&
2016
—E—RE
Effective
interest
rate
=S
% HK$’000
FET
1.51% 49,200
4.40% (24,055)
4.11% (19,759)
(43,814)
5,386

BRI - HLAETIIR)

e B mRME

29 SRMIACZSREARERER A

FE#)

(c) FEmEE

AREEZF R E R

T—_
TRz FERNE R
SAREBAT

ATEFEER -
RIEABATR() °

BEZR

o oI

() FFEEE

TRALAEERE

e TBELBRT
CRITEFRMRARRER - 2

kEBEES F

B4R EHEFAR K
AREREEE

WHRIFZOF

B (BE) (ARITEFRM SR

2015
—RE
Effective
interest
rate
YIRS
% HK$’000
FHET
0.35% 83,761
5.46% (31,734)
4.11% (19,290)
(51,024)
32,737

C RZIR)ZFIRAE -
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29 Financial risk management and fair values
of financial instruments (Continued)

()

(if)

(d)

Interest rate risk (Continued)
Sensitivity analysis

At 31 March 2016, it is estimated that a general
increase/decrease of 100 basis points in interest rates,
with all other variables held constant, would have
increased/decreased the Group’s profit after tax and
decreased/increased the Group’s accumulated losses
by approximately HK$369,000 (2015: HK$628,000).
Other components of equity would not be affected
(2015: HK$NIl) by the changes in interest rates.

The sensitivity analysis above indicates the
instantaneous change in the Group’s profit after-tax
and accumulated losses assuming that the change in
interest rates had occurred at the end of the reporting
period and had been applied to the exposure to
interest rate risk for non-derivative financial instruments
in existence at that date. The 100 basis point increase
or decrease represents management’s assessment of
a reasonably possible change in interest rates over the
period until the next annual reporting date. The analysis
is performed on the same basis for 2015.

Foreign currency risk

The Group is not exposed to significant currency
risk as most sales, income, purchases and expenses
are denominated in the functional currency of the
operations to which they relate.

The Group currently does not have a foreign currency
hedging policy. However, the management monitors
foreign exchange exposure and will consider hedging
significant foreign currency exposure should the need
arise.
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29 Financial risk management and fair values
of financial instruments (Continued)

(e)

Equity price risk

The Group is exposed to equity price changes arising
from equity investments classified as financial assets at
fair value through profit or loss (see note 17).

The Group’s listed investments are listed on both the
Main Board and the GEM of the Stock Exchange.
Decisions to buy or sell trading securities are based
on daily monitoring of the performance of individual
securities and other industry indicators, as well as the
Group’s liquidity needs. The portfolio is diversified in
terms of industry distribution,
limits set by the Group.

in accordance with the

At 31 March 2016,
decrease of 5% (2015: 5%) in equity price, with all

it is estimated that an increase/

other variables held constant, would have increased/
decreased the Group’s profit after tax and decreased/
increased the Group’s accumulated losses by
approximately HK$1,776,000 (2015: HK$4,770,000).
Other components of consolidated equity would not be
affected (2015: HK$NIl).

The sensitivity analysis indicates the instantaneous
change in the Group’s profit after tax (and accumulated
losses) and other components of consolidated equity
that would arise assuming that the changes in the
stock market index had occurred at the end of the
reporting period and had been applied to re-measure
those financial instruments held by the Group which
expose the Group to equity price risk at the end of
the reporting period. It is also assumed that the fair
values of the Group’s equity investments would change
in accordance with the historical correlation with the
relevant stock market index and that all other variables
remain constant. The analysis is performed on the
same basis for 2015.
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29 Financial risk management and fair values
of financial instruments (Continued)

(f)

(i)

(if)

Fair value measurement
Financial assets measured at fair value
Fair value hierarchy

The carrying amount of the Group’s financial
instruments measured at fair value at the end of
the reporting period on a recurring basis shall be
categorised into the three-level fair value hierarchy as
defined in HKFRS 13, Fair value measurement. The
level into which a fair value measurement is classified
is determined with reference to the observability
and significance of the inputs used in the valuation
technique as follows:

° Level 1 valuations: Fair value measured using only
Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at
the measurement date.

° Level 2 valuations: Fair value measured using
Level 2 inputs i.e. observable inputs which
fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are
inputs for which market data are not available.

o Level 3 valuations: Fair value measured using
significant unobservable inputs.

All of the Group’s financial assets at fair value through
profit or loss with carrying amount of HK$42,530,000
(2015: HK$95,400,000) are categorised as Level 1.

Financial instruments carried at other than fair value

The carrying amounts of the Group’s financial
instruments carried at cost or amortised cost are not
materially different from their fair values as at 31 March
2016 and 2015.
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(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)
30 Commitments 30 #A&iE
(a) Capital commitments outstanding at 31 March (@ R=-SEB-—XREZA=+-—HEF#EM
2016 not provided for in the consolidated financial ARGEVHEBRRBEZERKE
statements are as follows: wmr o
2016 2015
—EB—AE e
HK$’000 HK$’000
FEx FET
Authorised but not contracted for BEEERETA
— acquisition of a company — WE—FHAF — 18,000
— acquisition of remaining 50% equity — WELTEABERARZ
interest in Wealthy Sound Limited B2 T 50% A% 4E 375 —
375 18,000
Contracted but not provided for EHENEES L
— capital injection into a joint venture ~ — [AI—f&LREITE 6,000 6,000
— acquisition of property, plant and — I - B KRB
equipment 1,424 1,095
7,424 7,095
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 38 RSN - HIAETIIR)
30 Commitments (Continued) 30 &iE
(b) At 31 March 2016, the total future minimum lease b) R=ZB—-XRE=A=+-—-H ' F7
payments under non-cancellable operating leases Bz KEHEZRERERES [
are payable as follows: RmE
2016 2015
—8-x%& —ZT-I%
HK$°000 HK$’000
FET FET
Within 1 year 1R 26,875 23,493
After 1 year but within 5 years 1F&BEFENRN 30,180 32,855
After 5 years 5F 1% — 3,808
57,055 60,156
The Group is the lessee in respect of certain properties AEBARKEHEETITAETYMEY
under operating leases. The leases typically run for an EEA - HE—RVIFTAEHA—ZE1
initial period of one to ten (2015: one to fifteen) years, (ZE—HF: —Z=2+8)F ' AR
with an option to renew the lease when all terms are BEMERMEGRSESTHEE -
renegotiated. Lease payments are usually increased CRET—ZMNFEN - ARET
every one to four years to reflect market rental. None of e  WMEMEEREIAEE -
the leases includes contingent rentals.
31 Contingent liabilities 31 HZAREE
At 31 March 2016 and 2015, the Group had no material RZE—ARFR-_ZE—AF=A=+—
contingent liabilities. B NEESMEBEERKAEE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

32 Business combination

On 12 June 2015, Creative Time Investments Limited, a
wholly-owned subsidiary of the Group, acquired the entire
equity interests in | Pro Medical Skin Care Centre Limited
(“iPro”) from an independent third party (the “Vendor”) and all
debts owned by iPro to the Vendor for a cash consideration
of HK$18,000,000. iPro is principally engaged in the
operation of a beauty centre for the provision of slimming
and beauty services in Hong Kong.

The fair value of the identifiable assets and liabilities arising
from the acquisition as at the date of acquisition is as

32 ¥(BEH

RZE—RAEANA+TZH AEEZ
& [ff BB ‘A 7 Creative Time Investments
Limited#t —®2 B E=H((BEH DIE
ENEREFMARARENR]) 223
BREVGERER 2MBEL  ReE
/%18,000,000/8 7T 2 FERNEAEK
FLERAPRL - REHBREDRS -

REBRELNARAEERABZAF
Bar

follows:
HK$’000
FET
Property, plant and equipment Vs - MR REE 2,476
Trade receivables FEWE 5508 4,029
Prepayment and other deposits AN RIB R EMIZE 1,102
Cash and cash equivalents RERBLEED 3,497
Other payables and accrued charges E R E R ERE A (30)
Shareholder’s loan fEERE R (5,862)
Deferred income EFEWA (9,638)
Fair value of net identifiable liabilities acquired RUBBRATERZFEEZATE (4,426)
Goodwill arising on acquisition WHREA 2 mE 16,564
Assignment of a shareholder’s loan EE-AREER 5,862
Total consideration, satisfied by cash NIRRTz RELTE 18,000
Net cash outflow arising on the acquisition: MBEBEATEE 2B e REFHE
Cash consideration paid BENEeRE 18,000
Less: cash and cash equivalents acquired R BB e MRS EEY (3,497)
14,503
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32 Business combination (Continued)

Acquisition-related costs of HK$184,000 arising from
acquisition is included in “general and administrative
expenses” in the consolidated statement of profit or loss.

The goodwill arising on this acquisition is attributable to
the expected synergies, earnings growth, future market
development and the assembled workforce of iPro. These
benefits are not recognised separately from goodwill because
they do not meet the recognition criteria for identified
intangible assets.

None of the goodwill arising on this acquisition is expected
to be deductible for tax purposes.

Impact of acquisition on the results of the Group:

iPro contributed HK$18,673,000 to turnover and profit of
HK$6,477,000 to the Group’s results for the year.

Had this business combination been effected on 1 April
2015, iPro would have contributed HK$23,634,000 to
turnover and profit of HK8,473,000 to the Group’s results
for the year. This pro-forma information is for illustration
purposes and should not be viewed as an indication of
the result of operations that would have occurred if the
acquisition had been completed on 1 April 2015.
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(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 38 RSN - HIAETIIR)

32 ¥BE6te)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &4 B #& iR Mz

(Expressed in Hong Kong dollars unless otherwise indicated) (B 3A =S - 9B TTIIR)

33 Material related party transactions and

balances

(a)

Key management personnel remuneration (a)

Remuneration for key management personnel of the
Group, including amounts paid to the Company’s
directors as disclosed in note 7 and certain highest
paid employees as disclosed in note 8, is as follows:

Salaries, allowances and other benefits ¥% - 328 & H {th 13 7
Contributions to defined contribution AT HFGRIK
retirement plan FTEIH K

Total remuneration is included in “staff costs” (see note
5(b)).

33 EXFEAIRZ REER

TEEBAEHE

AEETEERAS 2T (BIEMH
HTHBEECN TAARESTZR
BEMESHMEEENTETRS

FREZZRE)MAT
2016 2015
—E-RF —T-hHF
HK$’000 HK$’000
FET FET
7,101 5,944
91 77
7,192 6,021

FrEnamat ATBE TR I(R M6
5(b)) °
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33 Material related party transactions and 33 ERBEALIRZRE )
balances (Continued)
(b) Other related party transactions (b) EHMEEALXRS
In addition to the financing arrangements as mentioned Br MY E20 23 FT it 2 Bb & %= HE
in notes 20 and 23, the Group entered into the Gh o REBRERNZHEITIANEKR
following material related party transactions during the MEALTRS
year:
2016 2015
—E—RF —E—NfF
HK$’000 HK$’000
FET FAET
Sales of goods to a non-controlling m— GBI RER
interest HEEm 40,492 27,044
Sales of goods to a non-controlling interest were M—BIEERESEEES R IER
made at similar terms as the Group grants to other SEERTEMRPE ZELEREL -
customers.
Balances with related parties are disclosed in the B A T 2 BB BAARE &
statements of financial position and in notes 14, 19 and BisE14 19 K225 -
22.
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34 Financial information of the Company 34

(a)

Statement of financial position

Non-current assets
Investments in subsidiaries

Current assets

Amounts due from subsidiaries

Prepayments, deposits and other
receivables

Cash and cash equivalents

Current liabilities

Amounts due to subsidiaries

Other payables and accrued charges
Amount due to a director
Convertible notes

Net current assets

Total assets less current liabilities

Non-current liabilities
Convertible notes
Other long-term liability

NET ASSETS

CAPITAL AND RESERVES

Share capital
Reserves

TOTAL EQUITY

FRBEE
RET B AR 2 &

RBEE
R W B /B X ) RIR

BNRIE - B REME

R
RekReEED

RBAE

AN VNSIE O]

Hip AN ERTE A
N —REFFHA

AR

EEABRADRE

FRBEE
AR
HipRHAE

BEEFE

BEXRfERE

(LN
G

REEAHE

SAU SAN TONG HOLDINGS LIMITED £ 5EZ#Z=RERAT
Annual Report 2015/16 FEHE

RARMBER

(a) BBRRE

2016 2015
= T
HK$’000 HK$’000
FET FET
4 4
218,424 113,440
Y
12,592 12,482
48,448 45,916
279,464 171,838
2,793 2,156
1,754 1,728
547 146
19,759 -
24,853 4,025
254,611 167,813
254,615 167,817
- 19,290
18,497 17,786
18,497 37,076
236,118 130,741
36,422 18,211
199,696 112,530
236,118 130,741
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34 Financial information of the Company

(Continued)

(b) Movements in components of equity

Details of the changes in the Company’s individual

components of equity during the year are as follows:

34 ANQEEBEER#E)

(b) HEZBD2EEH

AR AR ] 2 (BRI 25 B4 B2
B2 HENT

Share-based  Convertible

Share Share payment notes Other  Accumulated Total

capital premium reserve reserve reserve losses equity

& RAEE BOAREE TRRZERE Effe ZitER EaLE

Note HKS 000 HK$'000 HK8 000 HKS 000 HKS'000 HKS 000 HK8 000

it TEn Tr TEn i TEr 7 Tir

At 1 April 2014 H-%-MERA-A 2980 181,393 7750 1925 (16,444) (146,345) 31,259
Changes in equity for 2015~ —3-HEERET:
Loss and total comprehensive ~ ERBERZEEREE

loss for the year - - - - - (75,679) (75,675)

Cancelation of share optons BBkt - - (623 - - 623 -
Conversion of comvertble notes - EETRRZERLER

into ordinary shares 3 2128 29,068 - (m) - - 30,470

Issue of shares Bikiy 26(8)i) 13,103 135,860 - - - - 148,963

Share issue expenses RiEARR 28 - (¢,266) - - - - (4,266)

At 31 March 2015 H-Z-BFZf=1-R 18,211 342,030 12 1214 (16,444) (201,397) 130,741

At 1 April 2015 A-E-1EME-A 18,211 342,030 1127 1214 (16,444) (221,397) 130,741
Changes in equity for 2016: ~ —E-REZEREH
Loss and total comprehenshe ~ ERBERZEERLE

loss for the year - - - - - (72,123) 12123

Equiy-setted sharebased ~ EREERHRS

transactions - - 2,00 - - - 222

Evpirain of share options R - - 6,179 - - 5,19 -

Issue of shares kb 280 18211 163902 - - - - 182,113

Share issue expenses RiEARR 280 - (6,3%) - - - - (6839)

At 31 March 2016 H-g-7E=A=1-A 36,422 499,097 4170 1214 (16,444) (268,341) 26,18
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(Expressed in Hong Kong dollars unless otherwise indicated) (Fk 348585 - HIAETAIR)

35 Subsidiaries’ information

At 31 March 2016, the Company had direct or indirect
interests in the following subsidiaries, which are private
limited companies or, if established/incorporated outside
Hong Kong, have substantially the same characteristics as
a Hong Kong private limited company. The class of shares
held is ordinary unless otherwise stated. The particulars of
these subsidiaries at 31 March 2016 are set out below:

Place of Particulars of issued

Name of company operations  and paid up capital
AR EXME  CRORMRRAEG
Incorporated in the British Virgin Islands:
REBRXESIMAL -
Sau San Tong Holdings Inc. Hong Kong 1,000 shares of US1 each
Bl 1,000k EHAE 1 XK
Sau San Tong China Holdings Limited Hong Kong 1 share of US$1 each
3 1REREE ETZRA
Smartime International Investment Limited Hong Kong 1 share of US$1 each
KEERRERRAR &% 1REREE ZTLRA
Sau San Tong China Investment Ltd. Hong Kong 100 shares of US1 each
B 100RERAE 1 ZTL R
Wise Fortune Holdings Corp. Hong Kong 10 shares of US$1 each
(30 10REREE 1 ZTZRA
Sau San Tong China Development Limited Hong Kong 10 shares of US$1 each
Bk 10REREE 1 ZTLRA
Gold Lane International Holdings Ltd. Hong Kong 100 shares of US$1 each
B 100RBRAE 1 ET RN
Victory Assets Holdings Ltd. Hong Kong 100 shares of US$1 each
B 100REHREE XTLRN
Concept de beauté Limited Hong Kong 10 shares of US$1 each

BE 10REHRAR1ZTLRA

35 B RER

RZZB—RF=A=+—H ARFEE
HEERTINBRR(RULABRAF]
MR BB LAIMNKIL GRS - IR A
HEBEMABRARMERZERHE)H#
B - KR AR FIRROENS
LB - ZEMBRARN ZZ—XRF=A
=t—RZFHBET

Proportion of effective

ownership interest

ERERERELA

Direct Indirect

BR S

100% -

100% -

100% -

100% -

100% -

100% -

100% -

100% -

100% -

Principal activity

IEER

Investment holding
RERER

Investment holding
REER

Investment holding

RELK

Investment holding

RERK

Investment holding
RERR

Investment in securities and investment holding

RENERRRALR

Inactive
Tmex

Investment holding

RAZR

Inactive
TEER
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(Expressed in.Hong Kong dollars unless otherwise indicated) (B 3B RSN - 9B TTIIR)

35 Subsidiaries’ information (Continued) 35 B ARIER (&)

Proportion of effective
ownership interest

EREERRLLA
Place of ~ Particulars of issued
Name of company operations  and paid up capital Direct Indirect  Principal activity
ARER EXBE  CRORBERAGHE B BE  IEEE
Incorporated in the British Virgin Islands: (Continued)
REBBXRSHIAL - (8)
L'institut Sau San Tong de la recherche scientifique  Hong Kong 100 shares of US1 each 100% - Inactive
de beauté (en France) a Limited Bk 100REREEETRA TEE¥
BML Hong Kong 1 share of US$1 each 100% - Investment holding
B 1REREE 1 ETLRA RESK
Gold Platform Limited Hong Kong 10 shares of US$1 each 100% - Investment holding
B 10REREE 1 XTZRA REZK
Creative Time Investments Limited Hong Kong 100 shares of US1 each 100% - Inactive
Bk 100REREE 1 ZTLRA frex
Brilliant Concept Co. Ltd. Hong Kong 1 share of US$1 each - 100%  Investment holding
Bk 1REREE 1 ZTLRA RERR
Bright Rainbow Investments Ltd. Hong Kong 100 shares of US$1 each - 100%  Provision of management consultancy services
B 100REHRAR1ZTL R RUEREARE
Sau San Tong (Shanghai) Limited (*SST(SH)’) Hong Kong 1,000 shares of US$1 each - 50%  Investment holding
(note ()) (i () B 1000 RBRAERE 1 ZT BRI REZRK
Sau San Tong Healthy Trim Ingtitute (Hangzhou) ~ Hong Kong 100 shares of US$1 each - 51%  Investment holding
Limited (*SST(HZ)') B 100 kBRAE 1 ET LR REZRK
Sau San Tong (Shanghai) Development Ltd. Hong Kong 10 shares of US$1 each - 50%  Inactive
(‘SST(SHD)') note (i) (#iz#()) ) 10RERAEEET2 RN grex
Sau San Tong (Beijing) Investments Limited Hong Kong 100 shares of USS1 each - 100%  Investment holding
(‘SST (BJ)) Bk 100 REREE XTI RN REER
Machiko Enterprises Inc. Hong Kong 100 shares of USS1 each - 100%  Investment holding
B 100RERER 1 ZTLRA REER
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35 Subsidiaries’ information (Continued) 35 B ABIER &)
Proportion of effective
ownership interest
EREERRRLA
Place of Particulars of issued
Name of company operations  and paid up capital Direct Indirect  Principal activity
AAER EXBE  CRORBERAGHE B BE  IZER

Incorporated in the British Virgin Islands: (Continued)

REBRAREEMAL (8,

Sau San Tong Healthy Trim Institute (Shenzhen) Hong Kong 100 shares of USS1 each - 51%  Investment holding
Limited (“SST(S2)" Bk 100 REREE XL RA REER
Yield Soar Limited Hong Kong 1 share of USS1 each - 100%  Investment holding
B 1REREE 1 ETLRA ALK
Silver Ally International Limited (*Silver Ally") Hong Kong 1 share of USS1 each 100% - Inactive
(note (i) (At i) B 1REREE1ETZRA frex
Win Ease Limited (note (i) (41 i) Hong Kong 1 share of US$1 each 100% - lIactive
B 1REREE 1 ZTRA frex

Incorporated in the United States of America
(‘USA"):
REFNEL7E 28 7ML -

Sau San Tong Rodeo Drive Beauty Scientific USA 1 share of US$1 each 100% - Inactive

Research Institute Limited %8 1REREE 1 ETRh Eme%
Incorporated in Hong Kong:
REEAMAL -
Sau San Tong Rodeo Drive Beauty Scientific Hong Kong 1 share 100% - Inactive

Research Institute (HK) Limited & 1R%1A Eagy
Sau San Tong Beauty Figure Limited Hong Kong 10,000 shares - 100%  Sale of health and beauty products and
BHEERAT BA 10,000 %R (3 investment holding

HERERZAERRRALR

Sau San Tong China Holdings Limited Hong Kong 100 shares - 100%  Inactive
EHEhERRERAF Eik 100 Rk grex
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35 Subsidiaries’ information (Continued) 35 B ARIER (&)

Proportion of effective
ownership interest

EREERRLLA
Place of Particulars of issued
Name of company operations  and paid up capital Direct Indirect  Principal activity
ARER EXBE  CRORBERAGHE B BE  IEER
Incorporated in Hong Kong: (Continued)
REBHMAT - ()
Sau San Tong Medical Cosmetology Healthy Trim ~ Hong Kong 18,750 shares - 100%  Provision of beauty and slimming services
Institute Limited B 18,750 A REEAREEES
AL RRERRRERRELERAR
Sau San Tong Medical Cosmetology Healthy Trim~ Hong Kong 10,000 shares - 100%  Provision of beauty and slimming services
Institute (TST) Limited B 10,000 R REXARGBRE
BIEREXRREHRRETL (DR ERAT
Sau San Tong Medical Cosmetology Healthy Trim ~ Hong Kong 100 shares - 100%  Provision of beauty and slimming services
Institute (Causeway Bay) Limited &k 100 k5 REXARBERE
BAEREXAREAERE L (R ERAT
Sau San Tong Management Limited Hong Kong 100 shares - 100%  Provision of management consultancy services
BAEERERAT Bk 1001 RERE RS
SST Advertising Agency Limited Hong Kong 10,000 shares - 100%  Provision of advertising agency services
B RERBERAT &k 10,000/ RERERERE
Moon Profit Limited Hong Kong 1 share - 100%  Inactive
MERERAT Bk 1RB grex
Highlight International Trading Limited Hong Kong 100 shares - 100%  Inactive
SREREHERAR Bh 10085 frex
Sau San Tong Investment Holdings Limited (formerly Hong Kong 100 shares - 100%  Property holding
known as Sau San Tong Medical Cosmetology ~ &% 100 Rkt KENE
Healthy Trim Institute (Shatin) Limited)
EIEREERARAR (FIBE I EREXRRE
BERBaL(IR)ERAT)
Winic Management Limited Hong Kong 1 share - 100%  Investment holding
XNERERAR Bk 1R RERK
Winner Sight Limited Hong Kong 2 shares - 100%  Inactive
BEERAT Bk 2R Irex
Jadepower International Limited Hong Kong 1 share - 100%  Investment holding
RNARERAT Bk 1RIR( RERRK
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35 Subsidiaries’ information (Continued) 35 MEBARER 2
Proportion of effective
ownership interest
EREERRELA
Place of Particulars of issued
Name of company operations  and paid up capital Direct Indirect  Principal activity
AER EXBE  CRORBERAGHE =43 BE IZER

Incorporated in Hong Kong: (Continued)

REEHINL (%)

BUML Hong Kong 100 shares - 80%  Provision of a proprietary internet platform

XBAZ B 100 kKA to promote and sell simming beauty and
health related services and products and
investment holding

RUSHBAET L ISEREEARXALR
REE BERER D RRERR

Starry Crystal Limited Hong Kong 1 share - 100%  Inactive
REARAT Bk 1K fEex
Wide Duo Limited Hong Kong 1 share - 80%  Inactive
RERRAT Bk 1Rt gEex
Trillion Well International Finance Company Limited ~ Hong Kong 1 share - 100%  Inactive
(formerly known as Trilion Well International &% 1 Rk Irex

Investment Limited) (‘Trilion Well’) (note i)
EHERHBERLA (NREAARREARLA)

(&R )it y)
iPro (note (if)) Hong Kong 10,000 shares - 100%  Provision of beauty and slimming services
2 Bk 10,000 %4 REXAREBRE
Incorporated in Macau:
REFTMAL -
Sau San Tong Macau Limited Macau Registered capital of MOP25,000 - 96%  Provision of beauty and slimming services
! &R 25,000 27 % REXARGBRE
Incorporated in the PRC:
RAEGEMAY -
FE-FEERERAFNLE-FE )note )  ThePRC  Registered capital of US$150,000 - 50%  Provision of beauty and simming services
(i) il ihax150000% T REXAREERE
LERGRLHEEERAR([RAAL)) The PRC  Registered capital of US$5,000,000 - 51%  Distribution sale of cosmetic and skin care
e A 5,000,000 % products
AERENRREEED
~TERGRBE(FINERAR-EERI) The PRC  Registered capital of HK$3,500,000 - 51%  Provision of beauty and simming services

hE it MAR 36000007 RUXARGERK
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35 Subsidiaries’ information (Continued)

Place of Particulars of issued
Name of company operations  and paid up capital

kL EX0Y  CRORARBARE

Incorporated in the PRC: (Continued)

RAERmay - (£)

~FEERER(MMNBRAF(-TBMM])  ThePRC  Registered capital of HKS3,500,000
hE A7 3,500,000 %7

AREEARALR)BERAT The PRC  Registered capital of HK$1,000,000
(formerly known as EREXZ (S 7)ERAR) FE FHFE 1,000,000
(REE2EA(LR)ERA)

A% LR CEERENARLT The PRC  Registered capital of RMBS,000,000
hE &R AR 6,000,007

LEEFEELERAT The PRC Registered capital of RMB500,000
B AR ARE500,0007

HEREES(LB)ARAT The PRC  Registered capital of US$200,000
G &4 200,000% T

EBEREN(LE)ERAT The PRC  Registered capital of US8500,000
R i &4 500,000% T

BXXNHH( LB ERAT The PRC  Registered capital of US$300,000
il hER30000%T

ERAECEERTAERA The PRC  Registered capital of RMB20,000,000
hE AR ARE 20,000,000

(i) Although the Group has only 50% ownership in SST(SHD),
SST(SH) and E/8—5E1S, a wholly-owned subsidiary of SST(SH),
the directors concluded that the Group has dominant power to
direct relevant activities of SST(SHD) and SST(SH) on the basis
of the Group’s control over the boards of directors of respective
companies because of contractual arrangements with the other
shareholders of respective companies.

(if) These subsidiaries were established during the year ended 31
March 2016.

(iii) The subsidiary was acquired during the year ended 31 March
2016 (see note 32).
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35 MEBARER (&)

Proportion of effective
ownership interest

EREERRLLA
Direct Indirect  Principal activity
B BE  IEEE
- 51%  Provision of beauty and slimming services
RUSAREERS
- 100%  Provision of beauty and slimming services
RUXARGERE
- 100%  Provision of management consultancy services
and investment holding
REEBHRARBRRERR
- 100%  Provision of franchise services
RUEMBLERE
- 100%  Inactive
]
- 100%  Provision of beauty and slimming services
RUEZRRERRSE
- 100%  Provision of beauty and slimming services
RUEARERRE
- 100%  Inactive
Emey
Wit -
()  BEAREE{EZESSST(SHD) » SST(SH) &
FB—EB(SSTSH) 22 EMBAR)Z
0% FEH#E - RN EMERE AR EAMRR
ZERTH  WEERRAEERE XS
B NRASEHEERLRES S
1 2 EAEE 18 SST(SHD) J& SST(SH) 2 163
EE ©
(i) ZEHMBRAANRBE_ZT-—XF=A8
=+—HIEFEKTL ©
(i) ZHBARAREBEE-Z—R"F=A=+—

B FE WS (RRE32)
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35 Subsidiaries’ information (Continued)

The following table lists out the information relating to the

subsidiaries of the Group which have material non-controlling

interest (“NCI”).

The summarised financial information

presented below represents the amounts before any inter-

company elimination.

NCI percentage

Non-current assets
Current assets
Current liabilities
Non-current liabilities

Net assets/(liabilities)

Carrying amount of NCI

Revenue

(Loss)/profit for the year

Total comprehensive (loss)/
income

(Loss)/profit allocated to NCI

Dividends paid to NCI

Cash flows from operating
activities, net

Cash flows from investing
activities, net

Cash flows from financing
activities, net

RS AN

FRBEE
MBEE
mBAIE
FRBAE

BE/(AfB)FE

JrR i 2 FRE{E

FRER)EF
2E(BR) W
Gt

NEEIFEBRERZ
(B#8), B

B IFERERE
BS

REREEDZ
Reng  #8

REREEDZ
Reng #8

REREED
Reng #8

35 MEARER#)

TREVEBEAREHEEAFE R R
(TFEREsE D 2B AR ZEM - TX
25| 2 W E R 15 7] A R EEH A

ZEEE o
2016
=t B3
SST(SH) SST(SZ) SST(HZ)
and its and its and its
subsidiary, subsidiary, subsidiary,
%5 —EBFRY —EBHM
SST(SH) SST(SZ) SST(HZ)
kE kHE kHE
BUML HEBAF MEAR HEAF
XEAE LBE-ES RHEABLE —EBFI —EBHM
20% 50% 49% 49% 49%
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FET FE FET FE FE
4,037 351 2,832 6,381 -
11,295 50,374 248,651 59,908 3,740
(10,014) (61,632)  (147,007) (97,344) (26,786)
— (4,008) - - -
5,318 (14,915) 104,476 (31,055) (23,046)
1,064 (7,457) 47,837 (15,217) (11,293)
3] - 1,572,105 15,396 -
(2,192) (4,764) 22,504 480 (166)
- (1,233) (5,684) 459 408
(438) (2,382) 11,026 235 (82)
- - 9,494 - -
660 184 (14,388) 481 —
(771) - (733) 580 -
— — (17,217) — —
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e MR ERRMEE

35 MEBARER (&)

35 Subsidiaries’ information (Continued)

2015
—T-RF
SST(SH) SST(S2) SST(HZ)
and its and its and its
subsidiary, subsidiary,  subsidiary,
EE—%F —E/FI —EEmM
SST(SH) SST(S2) SST(HZ)
RE RE RE
BUML  KIBAF MEAT Lap= NG
EBAE LE—ES EHBLE —EEFRIN —EEmM
NCI percentage FEREZA DL 20% 50% 49% 49% 49%
HK$'000 HK$'000 HK$’000 HK$’000 HK$'000
FHET FET FET FET FET
Non-current assets FREEE 5,295 174 3,319 4,047 246
Current assets mENVEE 11,954 54,382 233,818 49,840 3,823
Current liabilities mEAEE (9,739) (59,093)  (130,105) (85,881) (27,357)
Non-current liabilities FREEE - (4,381) - - -
Net assets/(liabilities) BE/(BE)FE 7,510 (8,918) 107,032 (31,994) (23,288)
Carrying amount of NCI RS 2 REE 1,502 (4,459) 48,830 (15,677) (12,817)
Revenue Wz 1 — 1,398,485 9,438 —
(Loss)/profit for the year FR(EE),/SEF (4,165) (15,947) 21,601 (2,609) (57)
Total comprehensive income/ 2 HEUz/ (EE)
(loss) asE — 220 782 (82) (62)
(Loss)/profit allocated to NCI IR EFEEMRER 2
(&18),/ % F (833) (7,974) 10,584 (1,279) (28)
Dividends paid to NCI RENE v £l
&8 — — 6,495 — —
Cash flows from operating RELEES
activities, net RensE  F8 72 (386) 54,899 3,069 9)
Cash flows from investing REREES
activities, net BERE 58 - - (1,162) (2,707) -
Cash flows from financing RERMEFEZ
activities, net Rens  #8 — - (23,989) — —
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36 Events after the reporting period

(a)

On 26 May 2016, Silver Ally, a wholly-owned subsidiary
of the Group, entered into a provisional sale and
purchase agreement with an independent third party
to acquire a property situated in Hong Kong for a cash
consideration of HK$41,000,000.

On 11 May 2016, Trillion Well, a wholly-owned
subsidiary of the Group, entered into a sale and
purchase agreement with an independent third party for
the acquisition of the entire equity interest in Sun Fung
Capital Limited (“Sun Fung”) for a cash consideration
of HK$480,000. Sun Fung is a company incorporated
in Hong Kong with limited liability and is principally
engaged in the provision of money lending services in
Hong Kong.

On 23 May 2016, SST (BJ), a wholly-owned subsidiary
of the Group, entered into a sale and purchase
agreement with the other joint venturer for the
acquisition of the remaining 50% equity interest in
Wealthy Sound Limited for a cash consideration of
HK$4,494,000. After the completion of the acquisition,
Wealthy Sound Limited and its subsidiary will become
wholly-owned subsidiaries of the Group.

36 EHHREE

(@)

RZEBE—AR"FRA=-F+18 " &&E
B 2 & /E A A Silver Ally B2 — 5
NEZFIURKEESE RS AT
A RILAIR & X {E 41,000,000 7% 7T U
BAREBZ —BEWE -

R-ZZE-—RFREA+—HB A&H
2EMBRAREHE-—BBYFE =
HRIVEEHE NTERNRE
K18 480,000 78 TT W B 10 % I 1% &
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B HE M =T

(Expressed in.Hong Kong dollars unless otherwise indicated) (Fk 38 RSN - HIAETIIR)

37 Accounting estimates and judgements 37

The methods, estimates and judgements the directors used
in applying the Group’s accounting policies have a significant
impact on the Group’s financial position and operating
results. Some of the accounting policies require the Group
to apply estimates and judgements, on matters that are
inherently uncertain. The critical accounting judgements
in applying the Group’s accounting policies are described
below.

(a) Depreciation and amortisation

The Group determines the estimated useful lives and
related depreciation and amortisation charge for the
property, plant and equipment and intangible assets,
after taking into account the estimated residual value.
This estimate is based on the historical experience
of the actual useful lives of the property, plant and
equipment and intangible assets of similar nature and
functions. It could change significantly as a result
of technical innovations and competitor actions in
response to severe industry cycles. Management will
increase the depreciation and amortisation charge
where useful lives are less than previously estimated
lives, or it will write-off or write-down technically
obsolete or non-strategic assets that have been
abandoned or sold.
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(Expressed in Hong Kong dollars unless otherwise indicated) (& 3B RSN - 9B TTIIR)

37 Accounting estimates and judgements
(Continued)

(b)

Impairments

In considering the impairment loss that may be required
for certain property, plant and equipment, intangible
assets, investments in subsidiaries, interests in joint
ventures and goodwill, recoverable amount of the asset
needs to be determined. The recoverable amount is
the greater of the fair value less costs of disposal and
the value in use. It is difficult to precisely estimate fair
value less costs of disposal because quoted market
prices for these assets may not be readily available.
In determining the value in use, expected cash flows
generated by the asset are discounted to their present
value, which requires significant judgement relating
to items such as level of turnover and amount of
operating costs. The Group uses all readily available
information in determining an amount that is reasonable
approximation of recoverable amount, including
estimates based on reasonable and supportable
assumptions and projections of items such as turnover
and operating costs.

Impairment losses for bad and doubtful debts are
assessed and provided based on the directors’ regular
review of ageing analysis and evaluation of collectability.
A considerable level of judgement is exercised by the
directors when assessing the credit worthiness and
past collection history of each individual customer.

An increase or decrease in the above impairment loss
would affect the operating results in the year and in
future years.

The carrying amounts of the above assets have been
disclosed in the consolidated statement of financial
position and related notes.
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(Expressed in.Hong Kong dollars unless otherwise indicated)

(B SHEH

37 Accounting estimates and judgements
(Continued)

()

(d)

Income taxes

Determining income tax provisions involves judgement
on the future tax treatment of certain transactions and
interpretation of tax rules. The Group carefully evaluates
tax implications of transactions and tax provisions
are set up accordingly. The tax treatment of such
transactions is reconsidered periodically to take into
account all changes in tax legislation.

Deferred tax assets are recognised for tax losses not
yet used and temporary deduction differences. As
those deferred tax assets can only be recognised to
the extent that it is probable that future profit will be
available against which the unused tax credit can be
utilised, management’s judgement is required to assess
the probability of future taxable profits. Management’s
assessment is constantly reviewed and additional
deferred tax assets are recognised if it becomes
probable that future taxable profits will allow the
deferred tax asset to be recovered.

Inventory provision

The Group performs regular reviews of the carrying
amounts of inventories with reference to aged
inventories analyses, projections of expected future
saleability of goods and management experience
and judgement. Based on this review, write-down of
inventories will be made when the carrying amounts of
inventories decline below their estimated net realisable
value. Due to changes in customers’ performance,
actual saleability of goods may be different from
estimation and profit or loss could be affected by
differences in this estimation.

The carrying amount of inventories has been disclosed
in the consolidated statement of financial position and
note 16.
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38 Possible impact of amendments, new
standards and interpretations issued but
not yet effective for the year ended 31
March 2016

Up to the date of issue of these consolidated financial
statements, the HKICPA has issued a few amendments and
new standards which are not yet effective for the year ended
31 March 2016 and which have not been adopted in these
consolidated financial statements. These include the following
which may be relevant to the Group.

Annual Improvements to HKFRSs 2012 — 2014 Cycle

38

BE-Z—X"H=A=+—H
ItFEEEMERRERZIE
AN ERARZREARELE
A
BEAGEMBHRETIZEBH - B85
MARCEMEEERE S —~F=A
=+ —BHIEFEHRERBREFRE
TEMKR I AR 2 & TIEFT AR R F AR -
ERBEEUNTAEERAEBREHA LS
1g :

Effective for accounting
periods beginning on or after

REMIz2ERBZFERERR

1 January 2016

ERMBRELEN - —_FE T -MFREH FEICE AN s el =
Amendments to HKFRS 10 and HKAS 28, Sale or contribution of assets 1 January 2016
between an investor and its associate or joint venture —FE—-R"¥—H—H

EAVBRELENF10FREL G ENE 285 (EFTA) -
REERABERRIAELEZAZEELELRA

Amendments to HKFRS 11, Accounting for acquisitions of interests in

joint operations

BB RELERE1RUERIAR)  WBERSEXB a2 T EE

Amendments to HKAS 1, Disclosure initiative
BEEGEERE1RUBEIAR) - #ETE

Amendments to HKAS 16 and HKAS 38, Clarification of acceptable

methods of depreciation and amortisation

A EAF16RRELGTEUFEIBRUEFTAN)  BEFER

B2 M BREITR

HKFRS 15, Revenue from contracts with customers

FEMBHRELEYNFEG - REEFPEHZHA

HKFRS 9, Financial instruments
BEEMBHMELEREIN eI A

HKFRS 16, Leases
TR RAIF 165 AR

The directors have confirmed that the Group is in the
process of making an assessment of what the impact of
these amendments and new standards is expected to be in
the period of initial application. So far it has concluded that
the adoption of them is unlikely to have a significant impact
on the Group’s consolidated financial statements.

1 January 2016
—EF-—RF—H—H

1 January 2016
—F—-R"¥—H—H

1 January 2016
—ET-RF—-HA—H

1 January 2017
—E—+tF—H—H

1 January 2018
—ET-NF—-H—H

1 January 2019
—E-hnF—H—H
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39 Comparative figures

In prior year, gains or losses arising from changes in fair
value of financial assets at fair value through profit or loss,
including net gains or losses on disposal and remeasurement
of fair value, are presented in the consolidated statement of
profit or loss as a separate line item. Such gains or losses
were recognised in the consolidated statement of profit or
loss within “Turnover” from 1 April 2015 as the directors
believe it as more appropriate to reflect the fact that the
“Investment in securities” business is an identifiable business
segment and one of the principal activities of the Group.
Accordingly, the relevant comparative figures have also been
reclassified to conform to current year’s presentation.
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