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CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF HONG KONG LIMITED
(THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate small and mid-sized companies to which a higher
investment risk may be attached than other companies listed on the Stock 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.

Given that the companies listed on GEM are generally small and mid-sized companies, 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 take no responsibility for the contents of this
report, make 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 Satu Holdings Limited (the “Company”) collectively and
individually accept full responsibility, includes particulars given in compliance with the Rules Governing the Listing
of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving information with
regard to the Company. The Directors, having made all reasonable enquiries, confirm that to the best of their
knowledge and belief, the information contained in this report is accurate and complete in all material respects
and not misleading or deceptive, and there are no other matters the omission of which would make any statement
herein or this report misleading.
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FINANCIAL SUMMARY

A summary of the results, and of the assets, liabilities and non-controlling interest of the Company and its subsidiaries
(the “Group”) for the last five financial years, as extracted from the published audited financial statements or published
prospectus of the Company is set out below.

RESULTS
Year ended 31 March
2016 2017 2018 2019 2020
HK$’000 HK$’000 HK$000 HK$’000 HK$7000
Revenue 85,669 65,224 67,934 58,900 49,762
Cost of sales (58,025) (39,492) (43,969) (41,362) (36,913)
Gross profit 27,644 25,732 23,965 17,538 12,849
Other income and net gains 236 429 1,245 2,623 766
Selling and distribution expenses (10,847) (6,053) (6,697) (11,650) (8,917)
Administrative and other operating
expenses (5,765) (7,381) (21,958) (15,082) (15,783)
Profit/(loss) from operations 11,268 12,727 (3,445) (6,571) (11,085)
Finance costs (72) (28) (74) (25) 41)
Profit/(loss) before tax 11,196 12,699 (3,519) (6,596) (11,126)
Income tax expense (1,890) (2,363) (1,415) (428) (104)
Profit/(loss) for the year 9,306 10,336 (4,934) (7,024) (11,230)
Attributable to:
Owners of the Company 9,432 10,347 (4,934) (7,024) (11,230)
Non-controlling interests (126) (11) - - -
9,306 10,336 (4,934) (7,024) (11,230)

ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS

As at 31 March

2016 2017 2018 2019 2020

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

TOTAL ASSETS 21,288 29,504 61,519 55,036 45,310
TOTAL LIABILITIES 8,214 6,113 3,621 4,181 5,698
TOTAL EQUITY 13,074 23,391 57,898 50,855 39,612

The shares of the Company were initially listed on the GEM of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) on 16 October 2017.
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CHAIRMAN'’S STATEMENT

Dear Shareholders,

On behalf of the board of Directors (the “Board”) of Satu Holdings Limited (together with its subsidiaries (the
“Group”)), | am pleased to present the audited annual results of the Group for the year ended 31 March 2020 (the
“Year”).

BUSINESS OVERVIEW

During the Year, our business was affected by the sluggish economic growth in the European countries and the
United States on account of the prolonged Sino-US trade tension, the Brexit uncertainties and the recent pandemic.
Thus, the Group recorded a decrease in revenue by approximately 15.4% from approximately HK$58.9 million for
the year ended 31 March 2019 (the “Previous Year”) to approximately HK$49.8 million for the Year, and recorded
an attributable loss of approximately HK$11.2 million. Facing the unfavorable global economic situation and the
volatile consumption sentiment in the homeware market, the Group decided to suspend the progress of establishing
liaison offices in Europe and the United States; instead, the Group will stay focussed on our core business to stabilize
the revenue sector and to develop our own brand products in order to achieve sustainable growth.

HOMEWARE EXPORT BUSINESS

The global homeware market, especially in Europe, dominated our main source of revenue. Due to the declining
consumer sentiment and intense market competition, the revenue of our homeware export business decreased by
approximately 14.6% comparing to that of the Previous Year. To overcome the adverse situation, our marketing experts
cooperated with our design team to develop high-value categories such as small electronic appliances and small
home furniture in order to broaden our product mix and seek to conduct business with more potential customers.

E-COMMERCE BUSINESS
The E-commerce sector was also affected by the economic downturn. Revenue of E-commerce decreased by
approximately 23.5% comparing to that of the Previous Year. The shrinkage in e-commerce was mainly due to the

decline of US Amazon sales. In view of the economic turmoil and the decelerating trend in the European countries
and the United States, the Group will develop sales channel in the PRC in the coming year.
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CHAIRMAN'’S STATEMENT

PROSPECT

To enhance our competitiveness, we have to make our product unique. We believe that branding helps to build
loyalty and a long-term customer base for our Group. In 2019, the Group invested in a branding project to build
up and promote our own brand. Under this project, our French home fragrance was launched in the first quarter
(January—March) of 2020. Although the project is still in an early stage, the initial feedback is encouraging.

Besides, the Group sets out a firm and prudent approach of cost control and have made good progress in the Year.
The operating cost dropped by approximately 7.6% when compared to that of the Previous Year. We believed we
are on the way to create a more cost-efficient base and another enduring source of resilience for the business.

We foresee that the business environment in the future is full of challenges, and competition in the homeware market
will become more intense. We shall remain focussed on our core strengths in high-quality homeware production and
will continue to explore new business opportunities to diversify our revenue base in order to achieve sustainable
growth in the future. We will stay alert and closely monitor the impact of the pandemic and adjust our business
strategies timely and prudently to mitigate the risks arising therefrom.

Taking this opportunity, | sincerely wish this pandemic to be kept under control soon and everyone can return to
their normal lives as soon as possible. As always, | am grateful to our shareholders, customers, business partners, as
well as our management team and staff for your dedication and invaluable support throughout this challenging year.

She Leung Choi
Chairman
Hong Kong, 18 June 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

The Board of the Company is pleased to present the audited consolidated results of the Group for the year ended
31 March 2020 (the “Year”), together with the comparative figures for the year ended 31 March 2019 (“2019”).

BUSINESS REVIEW AND PROSPECTS

The Group was principally engaged in the homeware export business with a small portion of E-Commerce business.
During the Year under review, the Group recorded revenue of approximately HK$49.8 million (2019: approximately
HK$58.9 million), representing a decrease of approximately 15.4% in 2020. This was mainly due to the declining
consumption sentiment in our major markets — Europe and the United States under the continuing impact of Sino-
US trade friction, Brexit uncertainties, and the outbreak of the pandemic.

Against the uncertainties and challenges of our operating environment, our management decided to suspend the
establishment of the liaison offices in Europe and the United States; instead, we changed our focus to strengthening
our brand development endeavours to develop a new brand in order to capture new sections of customers. By way
of setting up our own e-commerce platform and various online channel and marketing efforts, our brand product —
French home fragrance, had already been launched in the market in February 2020. Our marketing experts believe
that brand establishment can make our products distinguishable and unique and also build up customer loyalty in
order to increase our market share and maintain our sustainable growth.

The Novel Coronavirus (“COVID-19”) has rapidly spread around the world since January 2020. There are series
of precautionary and control measures, such as isolation and quarantine measures, that have been implemented
globally which incurred certain impacts on the operations of our suppliers and customers. Although most of them
have gradually restored their operations, and COVID-19 has not resulted in any material impact on the Group up to
the date of this report, the Board will continue to closely monitor the development of and any possible disruption
to the Group’s business caused by the COVID-19 epidemic and evaluate its impact on the financial position and
operating results of the Group.

Despite current economic headwinds, we will continue to consolidate and broaden our customer base, diversify our
product categories and enhance our product quality through various feasible means. Our management is confident that
the Group will remain competitive with its well-established foundation and bring fruitful returns for our shareholders
in the near future.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW
Revenue

The Group’s revenue for the Year was approximately HK$49.8 million, representing a decrease of approximately
15.4% as compared to that of approximately HK$58.9 million in 2019. Such decrease in revenue was primarily due
to the decrease in sales orders from two of the major customers during the Year.

Cost of Sales

The Group’s cost of sales decreased by approximately 10.9% from approximately HK$41.4 million in 2019 to
approximately HK$36.9 million for the Year, which was in line with the decrease in revenue.

Gross Profit

Gross profit decreased by approximately 26.9% to approximately HK$12.8 million for the Year as compared to that
of approximately HK$17.5 million in 2019. The gross profit margin dropped from approximately 29.8% in 2019
to approximately 25.8% for the Year. It is mainly attributable to the combined effect of (i) decrease in sales orders
with high profit margin from customers in homeware export business and (ii) sales promotion for the clearance of
long outstanding inventories of the E-commerce business during the Year.

Selling and Distribution Expenses

During the Year, selling and distribution expenses decreased to approximately HK$8.9 million, representing a decrease
of approximately 23.9%, from approximately HK$11.7 million in 2019. It is mainly attributable to the decrease in
freight and transportation charges, advertising and promotion costs due to the Group’s cost-cutting efforts during
the Year.

Administrative and Other Operating Expenses

The Group’s administrative and other operating expenses increased by approximately 4.6% from approximately
HK$15.1 million in 2019 to approximately HK$15.8 million for the Year. Such increase was mainly due to the
increase in salaries, allowances and other benefits and depreciation of property, plant and equipment.

Income Tax Expense

The Group’s income tax expense was approximately HK$0.1 million, decreased by approximately 75.0% as compared
to approximately HK$0.4 million in 2019. The decrease of income tax expense for the Year was mainly attributable
to the decrease in gross profit causing the loss before tax for the Year.

Loss for the Year Attributable to Owners of the Company

The Group recorded loss for the Year attributable to owners of the Company of approximately HK$11.2 million,

representing an increase of approximately 60.0% as compared to that of approximately HK$7.0 million in 2019.
The loss was mainly attributable to the decrease of gross profit as a result of the intense competition in the market.
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s policy is to regularly monitor its current and expected liquidity requirements and its relationship with its
bankers 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.

As at 31 March 2020, the Group had bank and cash balances of approximately HK$31.2 million (2019: approximately
HK$31.3 million). As at 31 March 2020, the Group’s indebtedness comprised lease liabilities of approximately HK$2.1
million (2019: finance lease payables approximately HK$0.5 million).

Gearing ratio is calculated as total debts divided by total equity as at the respective year. After the recognition of lease
liabilities under the new Hong Kong Financial Reporting Standard (“HKFRS”) HKFRS 16 Leases which was initially
applied by the Group during the Year, the gearing ratio was approximately 5.2% as at 31 March 2020. Excluding
the effect of HKFRS 16 Leases, the gearing ratio was approximately 1%, which remained stable as compared to that
as at 31 March 2019.

As at 31 March 2020, the Group’s total assets amounted to approximately HK$45.3 million (2019: approximately
HK$55.0 million) and net assets amounted to approximately HK$39.6 million (2019: approximately HK$50.9 million).
As at 31 March 2020, current ratio and quick ratio of the Group decreased to approximately 9.4 and 9.1 respectively,
as compared to that of approximately 12.4 and 11.9 as at 31 March 2019 respectively.

CAPITAL STRUCTURE

The Shares were successfully listed on GEM on 16 October 2017. There has been no change in the capital structure
of the Company since then. The equity of the Company only comprises ordinary shares.

As at 31 March 2020 and the date of this report, the issued share capital of the Company was HK$10,000,000
divided into 1,000,000,000 Shares of HK$0.01 each.

SEGMENTAL INFORMATION
Segmental information is presented for the Group in note 7 to the consolidated financial statements.
EMPLOYEES AND REMUNERATION POLICIES

As at 31 March 2020, the Group had a total of 31 full-time employees (including three executive Directors) (2019:
34 employees), and the total employee benefit expenses and Directors’” emoluments paid to the executive Directors
for the Year amounted to approximately HK$8.5 million (2019: approximately HK$9.3 million). The Group determines
the remuneration of its employees based on, among other factors, each employee’s qualifications, experience and
past performance.

The Group recognises the importance of having good relationship with our employees, and believes our working
environment and employee development opportunities have contributed to good employee relations and employee
retention. The Group recruits our employees based on a number of factors such as their work experience, educational
background and our needs. The remuneration committee will regularly review and make recommendations to the Board
on the overall remuneration policy, compensation package and structure for our Directors and senior management.

FOREIGN CURRENCY EXPOSURE

The Group is exposed to currency risk as most of its business transactions, assets and liabilities are principally
denominated in Hong Kong Dollars (“HKD”), Renminbi, British Pound and United States Dollars (“USD”). The Group’s
sales and purchases are primarily denominated and settled in USD. The Group currently does not have a foreign
currency hedging policy in respect of foreign currency transactions, assets and liabilities but would monitor the foreign
exchange exposure closely and will consider hedging significant foreign currency exposure should the need arise.
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MANAGEMENT DISCUSSION AND ANALYSIS

TREASURY POLICIES

The Directors will continue to follow a prudent policy in managing the Group’s cash balances and maintain a strong
and healthy liquidity to ensure that the Group is well placed to take advantage of future growth opportunities.

SHARE OPTION SCHEME

The Company’s share option scheme (the “Share Option Scheme”) was adopted pursuant to a resolution of the then
shareholders of the Company on 22 September 2017 to enable the Company to grant options to eligible participants as
incentives and rewards for their contribution to the Group. The terms of the Share Option Scheme are in accordance
with the provisions of Chapter 23 of the GEM Listing Rules. As at 31 March 2020 and up to the date of this report,
no option has been granted or agreed to be granted, lapsed, exercised or cancelled and there were no outstanding
share options under the Share Option Scheme.

PLEDGE OF ASSETS

The finance lease obligation as at 31 March 2020 was secured against a motor vehicle with carrying amount of
approximately HK$0.4 million (2019: approximately HK$0.5 million).

OPERATING LEASE COMMITMENTS

As at 31 March 2020, the Group had no operating lease commitment as leases, as the Group adopted HKFRS 16
Leases with effect from 1 April 2019. As at 31 March 2019, the Group had operating lease commitment as a lessee
amounted to approximately HK$2.3 million.

CAPITAL COMMITMENT

As at 31 March 2020 and 2019, the Group did not have any capital commitment.

CONTINGENT LIABILITIES

As at 31 March 2020 and 2019, the Group did not have any contingent liabilities.

MATERIAL ACQUISITIONS OR DISPOSAL

During the year ended 31 March 2020, the Group did not have any material acquisitions or disposals of subsidiaries
and affiliated companies.

SIGNIFICANT INVESTMENTS HELD, FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL ASSETS

There was no significant investment held as at 31 March 2020. There was no other plan for material investments
or capital assets as at 31 March 2020.

DIVIDENDS
The Board takes into account, among other factors, the Group’s overall results of operation, financial position and

capital requirements in considering the declaration of dividends. The Board does not recommend a payment of final
dividend for the Year (2019: Nil).
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. She Leung Choi ((REM) (“Mr. She”), aged 50, is a founder of the Group, executive Director, chairman of
the Board and chief executive officer. Mr. She is also the Compliance Officer of the Group. Mr. She is brother of
Mr. She Leung Ngai Alex, an executive Director. He was appointed as a Director on 27 March 2017 and was re-
designated as an executive Director on 11 May 2017 and held various positions within the Group. Mr. She has been
a director of B & C Industries Limited (“B&C Industries HK”) since 2000 and has been involved in business and
product development, marketing and the management of B&C Industries HK. Mr. She was involved in all aspects
of and the day-to-day operation during the initial start-up stage of B&C Industries HK. As the business develops
and the operation of B&C Industries HK expands over the years, Mr. She is now taking up a managerial role and is
more focused on the overall business development, corporate strategic planning and corporate management of the
Group. He is also a director of several subsidiaries of the Group.

Mr. She has over 18 years of management and operation experience in the homeware products export industry.
Prior to establishing the first operating subsidiary, Mr. She set up B&C Enterprises Limited with his business partner,
an independent third party of the Group, in October 1996 and served as one of its directors until its dissolution by
way of deregistration in June 2002.

Mr. She obtained a degree of bachelor of business administration (honours) in management information systems from
the Hong Kong Baptist University in December 1994.

Ms. Chan Lai Yin (BREEZK) (“Ms. Chan”), aged 49, is a founder of the Group and an executive Director. Ms. Chan
was appointed as a Director on 27 March 2017 and was re-designated as an executive Director on 11 May 2017
and held various positions within the Group. Ms. Chan has been a director of B&C Industries HK since 2000 and has
been involved in business and product development of B&C Industries HK. Ms. Chan is responsible for the business
operation, corporate management, corporate strategy implementations and product development of the Group. She
is also a director of several subsidiaries of the Group.

Ms. Chan has over 18 years of management, operation and sales experience in the homeware products export
industry. Prior to joining the Group, Ms. Chan worked at Light Land International Limited, a Hong Kong company
engaged in the fashion and apparel industry, from 1995 to 2000, as an assistant manageress primarily responsible
for sales management, product selection and customer service. From 1993 to 1995, Ms. Chan worked at Prejecting
2500 Limited, a Hong Kong company, as a merchandiser primarily responsible for development of product lines,
style design and the coordination of sales.

Ms. Chan obtained a degree of bachelor of business administration (honours) in applied economics from the Hong
Kong Baptist College (currently known as Hong Kong Baptist University) in December 1993.

Mr. She Leung Ngai Alex GREZE) ("Mr. Alex She”), aged 49, is an executive Director. Mr. Alex She is brother of Mr.
She. He was appointed as a Director on 27 March 2017 and was re-designated as an executive Director on 11 May
2017 and held various positions within the Group. Mr. Alex She joined the Group as a senior merchandiser in April
2001 and was appointed as a director of B&C Industries HK and Creative Fine International Limited in January 2003
and in June 2018 respectively. Mr. Alex She has been involved in the sales and marketing and customer relations
in B&C Industries HK. Mr. Alex She is responsible for the business operation, sales and marketing, customer service
and information technology of the Group.

Mr. Alex She has over 18 years of operation and sales experience in the homeware products industry. Prior to joining
the Group, he worked at Vun Fat Industrial Co. Ltd. from 1997 to 2001, as a manager. From 1996 to 2002, Mr. Alex
She served as a director of Epoch Elite Limited, a private company incorporated in Hong Kong in December 1996,
of which he was one of the founders. Epoch Elite Limited was dissolved by way of deregistration in November 2002.

Mr. Alex She obtained a degree of bachelor of arts (honours) in sociology from the Hong Kong Baptist University
in November 1995.
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ho Kim Ching (f1#I%), aged 42, was appointed as an independent non-executive Director on 22 September
2017. Mr. Ho has over 17 years of experience in the accounting and finance industry. From June 2010 to August
2019, Mr. Ho worked for Viva China Holdings Limited (stock code: 8032), shares of which are listed on the GEM
of the Stock Exchange, in which he worked as the vice president of the corporate finance department, mainly
responsible for overseeing the corporate finance matters of that group from June 2010 to March 2013, and acted as
the company secretary and authorised representative, mainly responsible for overseeing the company secretarial and
corporate governance matters from June 2010 to April 2016. From April 2013 to March 2018 and from April 2018
to August 2019, he serves as the corporate development director and vice president of the group respectively who
has been mainly responsible for overseeing the corporate development, corporate finance, investment and investor
relations matters of that group. From January 2006 to June 2010, Mr. Ho worked for Piper Jaffray Asia Limited as
representative with type 6 licence (advising on corporate finance) of the regulated activities under the SFO, primarily
responsible for corporate finance transactions including new listing, mergers and acquisitions and takeovers. From
January 2003 to May 2005, Mr. Ho worked in the assurance and advisory business services department of Ernst &
Young as an accountant. Mr. Ho is a certified public accountant of the Board of Accountancy in the Washington
State, the U.S. and was conferred the right to use the designation of chartered financial analyst by the CFA Institute
in September 2005.

Mr. Ho obtained a degree of bachelor of business administration and a degree of master of business administration
from Simon Fraser University in May 1999 and September 2001, respectively.

Mr. Chan Ching Sum Sam (BR#E##R), aged 37, was appointed as an independent non-executive Director on 22
September 2017. Mr. Chan has over 14 years of experience in the finance and accounting industry. He has extensive
knowledge and experience on capital market transactions including initial public offerings, takeovers, financial
advisory, and merger and acquisitions. Since May 2020, Mr. Chan has been working for Eddid Capital Limited as
an executive director of the corporate finance department. From December 2017 to May 2020, he was a director of
First Shanghai Capital Limited. From February 2013 to February 2017, he worked at Changjiang Securities Holdings
(HK) Limited and his last position was senior vice president of the corporate finance department. From December
2010 to August 2012, he worked at Piper Jaffray Asia Limited as an investment banking analyst. From July 2009 to
December 2010, he worked at China Construction Bank Corporation (stock code: 939), shares of which are listed
on the Main Board of the Stock Exchange, as an accounting senior officer in the finance division. From March
2008 to July 2009, he worked at PricewaterhouseCoopers as senior associate in the assurance department. From
September 2005 to March 2008, he worked at Ernst & Young as accountant in the assurance and advisory business
services department. Mr. Chan is a fellow certified public accountant of the Hong Kong Institute of Certified Public
Accountants.

Mr. Chan obtained a degree of bachelor of business administration in accounting from the Hong Kong Baptist
University in November 2005, and a degree of master of science in financial analysis from The Hong Kong University
of Science and Technology in November 2012.

Ms. Fan Pui Shan (#{m#), aged 50, was appointed as an independent non-executive Director on 22 September
2017. Ms. Fan has over 25 years of experience in the information technology industry. Since January 2012, Ms. Fan
has been working for Fossil Asia Pacific Limited, an indirect wholly-owned subsidiary of Fossil Group, Inc. (NYSE
stock code: FOSL), shares of which are listed on the NASDAQ stock market, in which her initial position was senior
manager of the information technology department. She was promoted to retail systems director and senior director,
IT Portfolio in March 2014 and March 2019 respectively. From August 2008 to January 2012, Ms. Fan served as the
business systems director of the information technology division of Ralph Lauren Asia Pacific Limited, a subsidiary
of Ralph Lauren Corporation (NYSE stock code: RL), shares of which are listed on the NASDAQ stock market. From
March 2000 to July 2008, Ms. Fan worked at SupplyLINE Logistics Limited and her last position at the company
was information technology manager. From November 1999 to March 2000, Ms. Fan worked at Li & Fung (Trading)
Limited, a wholly-owned subsidiary of Li & Fung Limited (stock code: 494), shares of which are listed on the Main
Board of the Stock Exchange, as systems analyst of the information technology services division. From July 1995 to
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

November 1999, Ms. Fan worked at Armitage Computer Systems Limited and her last position was systems analyst,
mainly responsible for systems analysis and design, software development, systems testing and implementation. From
August 1994 to July 1995, Ms. Fan worked at Wah Hing Group Co. Limited as information services assistant.

Ms. Fan obtained a degree of bachelor of business administration (honours) in management information systems from
the Hong Kong Baptist University in December 1994 and a degree of master of arts in information systems from the
City University of Hong Kong in November 2001.

SENIOR MANAGEMENT

Ms. Wong Nga Yan (EMX), aged 43, joined the Group in December 2018 as the financial controller and was
appointed as company secretary on 4 January 2019. Ms. Wong is primarily responsible for overseeing financial
reporting, financial planning, financial control and company secretarial matters of the Group.

Ms. Wong has over 19 years of experience in accounting and financial reporting. Prior to joining the Company, Ms.
Wong served as the financial controller and company secretary of a company listed on the Main Board of the Stock
Exchange. Ms. Wong obtained a master’s degree of science in forensic audit and accounting from the University of
South Wales in 2014. Ms. Wong is a fellow member of the Association of Chartered Certified Accountants and an
associate member of the Hong Kong Institute of Certified Public Accounts.
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CORPORATE GOVERNANCE REPORT

The Company is committed to fulfilling its responsibilities to the Company’s shareholders (the “Shareholders”) and
protecting and enhancing Shareholders’ value through good corporate governance.

The Directors recognise the importance of incorporating elements of good corporate governance in the management
structures and internal control procedures of the Group so as to achieve effective accountability.

CORPORATE GOVERNANCE PRACTICES

The Company has applied the principles and code provisions in the Corporate Governance Code and Corporate
Governance Report as set out in Appendix 15 to the GEM Listing Rules (the “CG Code”) . Save as disclosed below
in the section headed “Chairman and Chief Executive” in this report, the Company has applied and complied with
all the applicable code provisions set out in the CG Code throughout the Year.

CODE OF CONDUCT FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding securities transactions by the Directors 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. The Company
had also made specific enquiry of all the Directors and the Company was not aware of any non-compliance with
the required standard of dealings regarding securities transactions by the Directors during the Year.

BOARD OF DIRECTORS
Responsibilities

The Board is primarily responsible for overseeing and supervising the management of the business affairs and the
overall performance of the Group. The Board sets the Group’s values and standards and ensures that the requisite
financial and human resources support are in place for the Group to achieve its objectives. The functions performed by
the Board include but are not limited to formulating the Group’s business plans and strategies, deciding all significant
financial (including major capital expenditure) and operational issues, developing, monitoring and reviewing the
Group's corporate governance practices and all other functions reserved to the Board under the Company’s articles
of association (the “Articles of Association”). The Board has established Board committees and has delegated to
these Board committees various responsibilities as set out in their respective terms of reference which are published
on the respective websites of the Stock Exchange and the Company. The Board may from time to time delegate
certain functions to the management of the Group if and when considered appropriate. The management is mainly
responsible for the execution of the business plans, strategies and policies adopted by the Board and assigned to it
from time to time.

The Directors have full access to information of the Group and are entitled to seek independent professional advice
in appropriate circumstances at the Company’s expense.

The Company has adopted the code provisions stated in the CG Code (as defined in the GEM Listing Rules).
Composition of the Board
The Company is committed to the view that the Board should include a balanced composition of executive Directors

and independent non-executive Directors (the “INEDs”) so that there is a strong independent element on the Board,
which can effectively exercise independent judgment.
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As at the date of this report, the Board comprises the following Directors:

Executive Directors:

Mr. She Leung Choi (Chairman and Chief Executive Officer)
Ms. Chan Lai Yin

Mr. She Leung Ngai Alex

INEDs:

Mr. Ho Kim Ching

Mr. Chan Ching Sum Sam
Ms. Fan Pui Shan

The biographical details of each of the Directors are set out in the section headed “Biographies of Directors and
Senior Management” in this report.

Mr. She Leung Choi, an executive Director, chief executive officer, chairman of the Board, the compliance officer
of the Company and one of the controlling shareholders, is the brother of Mr. She Leung Ngai Alex, an executive
Director.

Save as disclosed, there was no financial, business, family or other material relationship among the Directors during
the Year and up to the date of this report.

The INEDs have brought in a wide range of business and financial expertise, experiences and independent judgment
to the Board. Through active participation in the Board meetings and serving on various Board committees, all INEDs
will make various contributions to the Company.

In compliance with Rules 5.05(1), 5.05(2) and 5.05A of the GEM Listing Rules

Throughout the Year, the Board had three INEDs, representing half of the Board members, which has exceeded
the requirement of the GEM Listing Rules that the number of INEDs must represent at least one-third of the Board
members, and has met the requirement that at least one of the INEDs has appropriate professional qualifications or
accounting or related financial management expertise.

The Company has received an annual confirmation of independence in writing from each of the INEDs pursuant
to Rule 5.09 of the GEM Listing Rules. Based on such confirmation, the Company considers that all the INEDs are
independent and have met the independence guidelines as set out in Rule 5.09 of the GEM Listing Rules during the
Year and as of the date of this report.

Proper insurance coverage in respect of legal actions against the Directors’ liability has been arranged by the
Company.

DIRECTORS’ INDUCTION AND CONTINUOUS PROFESSIONAL DEVELOPMENT

Each newly appointed Director receives a formal, comprehensive and tailored induction on the first occasion of his/
her appointment to ensure that he/she has a proper understanding of the Company’s operations and business and
is fully aware of the director’s responsibilities under the statues and common law, the GEM Listing Rules, inside
information provision under Part XIVA of the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong)
and other regulatory requirements and the Company’s business and governance policies. All Directors had attended
continuous professional training sessions on obligations, duties and responsibilities of directors conducted by the
Company’s Hong Kong legal advisers.
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The Company will from time to time provide briefings to all Directors to develop and refresh their knowledge and
understanding about their duties and responsibilities. All Directors are also encouraged to attend relevant training
courses at the Company’s expense and they have been requested to provide the Company with their training records.
During the Year, the Directors have confirmed their participation in appropriate continuous professional development
activities by way of attending seminars or self-study on regulatory updates.

MEETINGS OF BOARD AND DIRECTORS” ATTENDANCE RECORDS

Regular Board meetings of the Year are scheduled in advance. The Board meets at approximately quarterly intervals
with notice given to the Directors at least 14 days in advance. For all other Board meetings, notice is given within
a reasonable time in advance. During the Year, five meetings were held by the Board. All Directors participated
to discuss the strategy, operational and financial performance and internal control of the Group. The Directors are
allowed to include any other matters in the agenda that is required for discussion and resolution at the meeting. To
enable the Directors to be properly briefed on issues arising at the Board meetings and to make informed decisions,
an agenda and the accompanying Board papers together with all appropriate and relevant information in relation to
the matters of the meetings are sent to all Directors at least three days before the intended date of each regular Board
Meeting and three days or such other period as agreed before each other Board meeting. All Directors should have
access to the advice and services of the company secretary of the Company (the “Company Secretary”) with a view
to ensuring that Board procedures and all applicable rules and regulations are followed. The Company Secretary is
responsible for keeping all Board meetings’ minutes. Draft and final versions of the minutes will be circulated to the
Directors for comments and record within a reasonable time after each meeting and the final version is open for the
Directors’ inspection. According to the GEM Listing Rules, any Directors and their associates (as defined in the GEM
Listing Rules) with a material interest in the transactions to be declared and discussed at the Board meetings will
abstain from voting on resolutions approving such transactions and are not counted in the quorum of the meetings.

Details of the attendance of each Director at the meetings of the Board and its board committee meetings held
during the Year are as follows:

Risk
Annual Audit Remuneration Nomination management
General Board Committee Committee ~ Committee = Committee
Name of Directors Meeting  Meeting Meeting Meeting Meeting Meeting
Executive Directors:
Mr. She Leung Choi 1/ 5/5 N/A 1/1 1/1 N/A
Ms. Chan Lai Yin 1/ 5/5 N/A N/A N/A 1/1
Mr. She Leung Ngai Alex 1/ 5/5 N/A N/A N/A 1/1
INEDs:
Mr. Ho Kim Ching 11 5/5 5/5 171 171 N/A
Mr. Chan Ching Sum Sam 1/ 5/5 5/5 1/1 1/1 N/A
Ms. Fan Pui Shan 1/ 5/5 5/5 N/A N/A 11

Apart from the above Board meetings, the chairman of the Board (the “Chairman”) held a meeting with all the INEDs
without the presence of the other executive Directors during the Year.

16 SATU HOLDINGS LIMITED ¢ ANNUAL REPORT 2019/20



. ——

CORPORATE GOVERNANCE REPORT

DIRECTORS’ COMPETING BUSINESS

The Directors are not aware of any business or interest of the Directors or the controlling shareholders (as defined in
the GEM Listing Rules) of the Company nor any of their respective associates (as defined in the GEM Listing Rules)
that competed or might compete, either directly or indirectly, with the business of the Group and any other conflicts
of interest which any such person had or might have with the Group during the Year and up to and including the
date of this report.

BOARD DIVERSITY POLICY

Policy Objective

The Board has adopted a policy of Board diversity (the “Board Diversity Policy”) on 1 February 2019. The
Company recognises and embraces the benefits of a diversity of Board members. It endeavours to ensure that
the Board has a balance of skills, experience and diversity of perspectives appropriate to the requirements of
the Company’s business. The Company believes that board diversity as an essential element in maintaining a
competitive advantage, elevating the decision-making capability and thus the overall effectiveness of the Board
in achieving sustainable business operation and enhancing shareholder value will be reinforced. A summary
of the Board Diversity Policy is disclosed below.

Policy Statement and Measurable Objective

In considering the Board’s composition, the Company takes into consideration the benefits of various aspects
of diversity, including but not limited to gender, age, culture, ethnicity, educational background, professional
experience, skills, knowledge, spectrum of perspectives, breadth of vision, sense of development direction and
length of service and other factors that may be relevant from time to time towards achieving a diversified Board.

Appointment to the Board is based on objective criteria of meritocracy and the selected candidates will be
considered in terms of the attributes that they have and which enable them to complement and expand the
competencies, experience and perspectives of the Board as a whole, taking into account the corporate strategy
of the Company.

Review and Monitoring

The Nomination Committee of the Company (the “NC”) is responsible for reviewing the structure, size, diversity
profile and skills matrix of the Board and the progress in achieving the diversity objectives of the Company.
In reviewing and assessing the composition of the Board, the NC will consider the benefits of all aspects of
diversity, including without limitation those benefits described above, in order to maintain an appropriate
range and balance of talents, skills, experience and knowledge in the formation of the Board. The NC is also
responsible for making recommendations to the Board on the selection and appointment of Directors and the
review of the succession plan of Directors.

The Board reviews from time to time this Board Diversity Policy and monitors its implementation to ensure its
continued effectiveness and that this Policy will remain relevant to the Company’s needs and reflect both the
current and applicable regulatory requirements and good corporate governance practice, and will discuss any
proposed changes to this Policy, as and wherever necessary and appropriate. The NC will also continuously
review this Board Diversity Policy (as appropriate) to ensure the effectiveness of this Board Diversity Policy
and that this Policy remains up-to-date in meeting the changing needs of the Company, and will recommend
to the Board for consideration of changes to this Policy whenever and wherever it deems fit and appropriate.

Disclosure and Publication

The details of the Board Diversity Policy are available on the websites of the Stock Exchange and the Company.
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DIVIDEND POLICY

The Board adopted a dividend policy (the “Dividend Policy”) on 1 February 2019. The Dividend Policy outlined the
principles and guidelines as well as the Group’s considerations and approval structure in respect of the Company’s
dividends (the “Dividend Policy”).

As a matter of general principle, provided that the Group is profitable and without affecting the normal operations
of the Group, the Group may consider to declare and pay dividends to the shareholders of the Group.

In considering the payment of dividends, the Group intends to strike a balance between maintaining sufficient capital
to develop and operate the business of the Group and rewarding the shareholders of the Group.

The declaration and payment of dividends by the Group is subject to any restrictions under the Companies Law of
the Cayman Islands, the Rules Governing the Listing of Securities on GEM of the Stock Exchange, the laws of Hong
Kong and the Company’s Memorandum and Articles of Association and any other applicable laws and regulations.

Any declaration and payment of future dividends under the Dividend Policy are subject to the Board’s determination
that the same will have to be in the best interests of the Group and the shareholders of the Group as a whole. The
Board aims to make effective use of retained earnings to strengthen the operating base and fund growth of established
businesses and the development of new businesses.

The Company does not have any pre-determined dividend distribution ratio. The Company’s dividend distribution
record in the past may not be used as a reference or basis to determine the level of dividends that may be declared
or paid by the Company in the future. There can be no assurance that dividends will be paid in any particular
amount for or in any given period.

The Dividend Policy shall in no way constitute a legally binding commitment by the Group in respect of its future
dividend and/or in no way obligate the Group to declare a dividend at any time or from time to time.

The Board usually considers a number of factors including the Company’s results of operation, working capital
requirements, the Group’s future development and general economic conditions before deciding to declare or
recommend dividends. The Board will continually review the Dividend Policy and reserves the right in its sole and
absolute discretion to update, amend, modify and/or cancel the Dividend Policy at any time.

CHAIRMAN AND CHIEF EXECUTIVE

Pursuant to code provision A.2.1 of the CG Code, the role of chairman and the chief executive should be segregated
and should not be performed by the same individual. However, we do not have a separate chairman and chief
executive, and Mr. She Leung Choi (“Mr. She”) currently performs these two roles. The Board believes that vesting
the roles of both chairman and chief executive in the same person has the benefit of ensuring consistent leadership
within the Group and enables more effective and efficient overall strategic planning for the Group. The Board
considers that the balance of power and authority under the present arrangement will not be impaired and this
structure enables the Company to make and implement management and corporate decisions promptly, efficiently
and effectively. The Board will continue to review and consider splitting the roles of chairman of the Board and
chief executive of the Company when it is appropriate and suitable, taking into account the management needs and
the corporate circumstances of the Group as a whole.

Save for the deviation from the code provision of A.2.1 of the CG Code, the Company has adopted and complied
with all the applicable code provisions set out in the CG Code as contained in Appendix 15 during the Year.
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BOARD COMMITTEES

The Board has established four Board committees, namely the Audit Committee, the Remuneration Committee, the
Nomination Committee and Risk Management Committee to oversee particular aspects of the Company’s affairs. The
Board committees are provided with sufficient resources to discharge their duties.

The written terms of reference for Board Committees are available on the websites of the Stock Exchange and the
Company.

Audit Committee

The Company has established the Audit Committee with written terms of reference in compliance with Rules 5.28
and 5.29 of the GEM Listing Rules and paragraph C.3.3 and C.3.7 of the CG Code as set out in Appendix 15 to
the GEM Listing Rules. The primary duties of the Audit Committee are, among other things, to supervise the Group’s
financial reporting process, make recommendations to the Board on the appointment, reappointment and removal of
external auditors, monitor the integrity of the financial statements and annual report and accounts, half-year report
and quarterly reports, review the financial controls, risk management and internal control systems, and the financial
and accounting policies and practices of the Group, ensure the Group’s compliance with regulatory and statutory
requirements and consider other topics as requested by the Board.

The Audit Committee comprises Mr. Ho Kim Ching, Mr. Chan Ching Sum Sam and Ms. Fan Pui Shan, all being INEDs.
The chairman of the audit committee is Mr. Ho Kim Ching, who holds the appropriate professional qualification as
required under Rules 5.05(2) and 5.28 of the GEM Listing Rules. During the Year, five meetings were held by the
Audit Committee. The summary of work of the Audit Committee is as follows: (i) consider and review the quarterly
and interim reports of the Company before submission to the Board and the impact of the changes in accounting
policies and practices and compliance with the relevant accounting standards as well as the GEM Listing Rules; (ii)
have meeting with auditors to discuss the audit matters before commencement of the audit work; and (iii) review
the effectiveness and adequacy of risk management and internal control system and the effectiveness of internal
audit function.

The Group’s consolidated financial statements for the year ended 31 March 2020 have been reviewed by the Audit
Committee. The Audit Committee is of the opinion that the consolidated financial statements of the Group for the
year ended 31 March 2020 comply with applicable accounting standards as well as the GEM Listing Rules and that
adequate disclosures have been made. Details of attendance of the Audit Committee are set out under the section
headed “Meetings of Board and Directors’ Attendance Records”.

Remuneration Committee

The Company has established the Remuneration Committee with written terms of reference in compliance with
Rules 5.34 to 5.36 of the GEM Listing Rules and paragraph B.1.2 of the CG Code as set out in Appendix 15 to
the GEM Listing Rules. The primary duties of the Remuneration Committee are, among other things, to review and
approve the management’s remuneration proposals with reference to the Board’s corporate goals and objectives, make
recommendations to the Board on the remuneration packages of the Directors and senior management, and ensure
that no Directors or any of his associates is involved in deciding his own remuneration. Details of the remuneration
of Directors are set out in note 13 to the consolidated financial statements.

The remuneration committee comprises Mr. Chan Ching Sum Sam, Mr. She Leung Choi and Mr. Ho Kim Ching. Mr.
Chan Ching Sum Sam is the chairman of the Remuneration Committee. The majority member of the Remuneration
Committee are INEDs. The summary of work of Remuneration Committee is to review the remuneration packages and
emoluments of Directors and senior management and to consider that they are fair and reasonable during the Year.
During the Year, one meeting was held by the Remuneration Committee. Details of attendance of the Remuneration
Committee are set out under the section headed “Meetings of Board and Directors’ Attendance Records”.
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Nomination Committee

The Company has established the Nomination Committee with written terms of reference in compliance with
paragraph A.5.2 of the CG Code as set out in Appendix 15 to the GEM Listing Rules. The primary duties of the
Nomination Committee are, among other things, to review the structure, size and composition (including the skills,
knowledge and experience) of the Board at least annually, select or make recommendations on the selection of
individuals nominated for directorships, assess the independence of independent non-executive Directors, and review
the board diversity policy adopted by the Board on a regular basis.

The Nomination Committee comprises Mr. Chan Ching Sum Sam, Mr. She Leung Choi and Mr. Ho Kim Ching. Mr.
Chan Ching Sum Sam is the chairman of the Nomination Committee. The majority members of the Nomination
Committee are INEDs. During the Year, one meeting was held by the Nomination Committee. The summary of work
of the Nomination Committee is to consider and review among other matters, the structure, size and composition
of the Board, the roles of chairman and chief executive and continuing professional development of directors and
senior management. During the Year, no new Director was appointed.

The Nomination Committee held a meeting which, among other matters, (i) assessed the independence of the INEDs;
(i) reviewed the Board Diversity Policy; and (iii) recommended to the Board for consideration the re-appointment
of the retiring Directors at the forthcoming AGM. Details of attendance of the Nomination Committee are set out
under the section headed “Meetings of Board and Directors’ Attendance Records”.

NOMINATION POLICY

The Board adopted a nomination policy (the “Nomination Policy”) on 1 February 2019. This Policy aims to set out
the approach to guide the nomination committee of the Company (the “Nomination Committee”) in relation to the
selection, appointment and re-appointment of the directors of the Company (the “Directors”); and ensure that the
board of directors of the Company (the “Board”) has a balance of skills, experience, knowledge and diversity of

perspectives appropriate to the requirements of the Company’s business.

The Nomination Committee will evaluate, select and recommend candidate(s) for directorships to the Board by giving
due consideration to criteria including but not limited to (collectively, the “Criteria”):

(@) Diversity in all aspects including but not limited to gender, age, cultural and educational background,
professional experience, skills, knowledge and length of service;

(b)  Commitment for responsibilities of the Board in respect of available time, relevant interest and attention to the
business of the Company and its subsidiaries;

()  Qualifications, including accomplishment and experience in the relevant industries in which the Company’s
business is involved in;

(d)  Compliance with the criteria for independence, in case for the appointment of an independent non-executive
Director, as prescribed under Rules 5.05(2) and 5.09 of the Rules Governing the Listing of Securities on GEM
of The Stock Exchange of Hong Kong Limited, subject to any amendments as may be made from time to time;

(e)  Reputation for integrity;

(f) Potential contributions that the individual(s) can bring to the Board;

(g)  Plan(s) in place for the orderly succession of the Board; and

(h)  Any other relevant factors as may be determined by the Nomination Committee or the Board as appropriate
from time to time.
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The Nomination Committee will launch a formal process to review the Nomination Policy periodically to ensure that
it is transparent and fair, remains relevant to the Company’s needs and reflects the current regulatory requirements
and good corporate governance practice. The Nomination Committee will discuss any revisions that may be required,
and recommend any such revisions to the Board for consideration and approval.

The details of the Nomination Policy are available on the websites of the Stock Exchange and the Company.
Risk Management Committee

The Company has established the Risk Management Committee with written terms of reference in compliance
with the CG Code as set out in Appendix 15 to the GEM Listing Rules. The primary duty of the Risk Management
Committee is to monitor the exposure to sanctions risks. The Risk Management Committee reviewed the Group's
exposure to sanctions risk during the Year.

The duties of reviewing the effectiveness and adequacy of risk management and internal control system and the
effectiveness of internal audit function were performed by the Audit Committee. Details are set out under the section
headed “Audit Committee”.

The Risk Management Committee comprises Ms. Chan Lai Yin, Mr. She Leung Ngai Alex and Ms. Fan Pui Shan.
Ms. Chan Lai Yin is the Chairlady of the Risk Management Committee. During the Year, one meeting was held by
the Risk Management Committee.

Details of attendance of the Risk Management Committee are set out under the section headed “Meetings of Board
and Directors’ Attendance Records”.

Corporate Governance Function

All members of the Board are responsible for performing the corporate governance functions. The terms of reference
of corporate governance functions was adopted by the Board and is in compliance with paragraph D.3.1 of the CG
Code. The Board will review the policy of the corporate governance and the corporate governance report of the
Company annually.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

Each of the executive Directors has entered into a service agreement with the Company for an initial term of three
years, commencing from 16 October 2017 and such service agreement may be terminated by not less than three
months’ notice in writing served by either party on the other or otherwise in accordance with their respective service
agreement.

Each of the INEDs has signed a letter of appointment with the Company for a term of three years commencing
from 16 October 2018 and such letter of appointment may be terminated by not less than three months’ notice in
writing served by either party on the other or otherwise in accordance with their respective letter of appointment.

Save as disclosed aforesaid, none of the Directors has a service agreement with the Company or any of its subsidiaries

(excluding contracts expiring or determinable by the employer within one year without the payment of compensation
other than statutory compensation).
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All the Directors, including INEDs, are subject to retirement by rotation and eligible for re-election in accordance
with the Articles of Association. At each annual general meeting (the “AGM”), one-third of the Directors for the
time being (or if their number is not three or a multiple of three, then the number nearest to but not less than one-
third) shall retire from office by rotation provided that every Director shall be subject to retirement at the AGM at
least once every three years. The Directors to retire by rotation shall include any Director who wishes to retire and
does not offer himself for re-election. Any further Directors so to retire shall be those of the other Directors subject
to retirement by rotation who have been longest in office since their last re-election or appointment and so that as
between persons who became or were last re-elected Directors on the same day those to retire shall (unless they
otherwise agree among themselves) be determined by lot.

Neither a Director nor an alternate Director is required to hold any shares in the Company by way of qualification.
Further, there are no provisions in the Articles of Association relating to retirement of Directors upon reaching any
age limit.

The Directors have the power to appoint any person as a Director either to fill a casual vacancy on the Board or
as an addition to the existing Board. Any Director appointed to fill a casual vacancy shall hold office until the first
general meeting of members after his appointment and be subject to re-election at such meeting and any Director
appointed as an addition to the existing Board shall hold office only until the next following AGM of the Company
and shall then be eligible for re-election.

REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

Particulars of the Directors’ remuneration for the years ended 31 March 2020 and 2019 are set out in note 13 to
the consolidated financial statements.

Pursuant to code provision B.1.5 of the CG Code, the remuneration of the members of the senior management
(other than the Directors) whose particulars are contained in the section headed “Biographies of Directors and Senior
Management” in this report for the Year by band is set out below:

Number of
Remuneration band (in HK$) individuals
Nil to 1,000,000 1

INDEPENDENT AUDITOR’S REMUNERATION

For the Year, RSM Hong Kong was engaged as the Group’s independent auditor. The remuneration paid/payable to
RSM Hong Kong, the auditor are set out below:

2020 2019

Fee paid/ Fee paid/

Services payable payable
HK$’000 HK$’000

Audit services — annual audit services 700 700
Non-audit services - =
700 700
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RESPONSIBILITIES OF DIRECTORS FOR THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for the preparation of the consolidated financial statements of the
Group for the Year, which (i) is free from any material misstatement, whether due to fraud or error; and (ii) give a
true and fair view of the financial position of the Company and the Group and of the Group’s financial performance
and cash flow for the Year and are properly prepared on a going concern basis in accordance with the Hong
Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and applicable statutory requirements and accounting standards.

The Directors were not aware of any material uncertainties relating to events or conditions that may cast significant
doubt upon the Company’s ability to continue as a going concern.

In addition, RSM Hong Kong has stated in the independent auditor’s report its reporting responsibilities on the
Company’s consolidated financial statements for the Year.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges their responsibility to ensure the Company maintains sound and effective risk management
and internal control to safeguard the Shareholders’ investment and the Group’s assets at all times. The Company has
adopted a series of internal control policies and procedures designed to provide reasonable assurance for achieving
objectives including effective and efficient operations, reliable financial reporting and compliance with applicable
laws and regulations.

Pursuant to code provision C.2.5 of the CG Code, the Group has engaged an external independent professional
advisory firm (the “Independent Advisor”) to review the effectiveness and adequacy of risk management and internal
control systems for the Year. The Independent Advisor had reviewed and analysed all material controls of the Group,
including financial, operational and compliance controls and their associated risks. The relevant reports from the
Independent Advisor were presented to and reviewed by the Audit Committee and the Board.

The Board had performed annual review on the effectiveness of the Group’s risk management and internal control
systems, including but not limited to the Group’s ability to cope with its business transformation and changing external
environment; the scope and quality of the management’s review on risk management and internal control systems;
the result of internal audit work; the extent and frequency of communication with the Board in relation to the result
of risk and internal control review; significant failures or weaknesses identified and their related implications; and
the status of compliance with the GEM Listing Rules. The Board considers the Group’s risk management and internal
control systems are effective and adequate. Based on the risk management review conducted during the Year, no
significant risk was identified.

COMPANY SECRETARY

Ms. Wong Nga Yan (“Ms. Wong”) was appointed as the Company Secretary on 4 January 2019. She is also the
Financial Controller of the Company and serves as the secretary of the Audit Committee, the Nomination Committee,
the Remuneration Committee and the Risk Management Committee. Ms. Wong has complied with the relevant

professional training requirement for the Year under Rule 5.15 of the GEM Listing Rules.

All members of the Board have access to the advice and services of the Company Secretary. The appointment and
removal of the Company Secretary are subject to the Board’s approval.

The biographical details of the Company Secretary are set out in the section headed “Biographies of Directors and
Senior Management” on pages 11 to 13 of this report.
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COMPLIANCE OFFICER

Mr. She is the compliance officer of our Company. The biography of Mr. She is set out in the section headed
“Biographies of Directors and Senior Management” of this report.

SHAREHOLDERS” RIGHTS
Procedures for putting forward proposals at shareholders’ meetings

There are no provisions allowing Shareholders to make proposals or move resolutions at the general meetings under
the memorandum of the Company and the Articles of Association (the “M&A”) or the laws of the Cayman Islands.
Shareholders who wish to make proposals or move a resolution may, however, convene a general meeting in
accordance with the “Procedures for shareholders to convene a general meeting” set out below.

Procedures for shareholders to convene a general meeting

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 having the right of voting at general meetings of the Company (the “Eligible Shareholder(s)”)
shall at all times have the right, by written requisition to the Board or the Company Secretary, to require a general
meeting to be called by the Board for the transaction of any business specified in such requisition, including making
proposals or moving a resolution at the general meeting.

Eligible Shareholders who wish to convene a general meeting for the purpose of making proposals or moving
a resolution at the general meeting must deposit a written requisition (the “Requisition”) signed by the Eligible
Shareholder(s) concerned at the principal place of business of the Company in Hong Kong (presently at Unit 2504,
25/F., Nanyang Plaza, 57 Hung To Road, Kwun Tong, Kowloon, Hong Kong) for the attention of the Company
Secretary.

The Requisition must state clearly the name of the Eligible Shareholder(s) concerned, his/her/their shareholding in
the Company, the reason(s) to convene a general meeting and the proposed agenda.

The Company will check the Requisition and the identity and the shareholding of the Eligible Shareholder(s) will
be verified with the Company’s branch share registrar in Hong Kong. If the Requisition is found to be proper and
in order, the Company Secretary will ask the Board to convene a general meeting and/or include the proposal(s)
made or the resolution(s) proposed by the Eligible Shareholder(s) at the general meeting within 2 months after the
deposit of the Requisition. On the contrary, if the Requisition has been verified as being not in order, the Eligible
Shareholder(s) concerned will be advised of the outcome and accordingly, the Board will not call for a general meeting
or include the proposal(s) made or the resolution(s) proposed by the Eligible Shareholder(s) at the general meeting.

If within 21 days of the deposit of the Requisition, the Board fails to proceed to convene such meeting, the
requisitionist(s) himself/themselves may do so in the same manner, and all reasonable expenses incurred by the Eligible
Shareholder(s) concerned as a result of the failure of the Board shall be reimbursed to the Eligible Shareholder(s)
by the Company.
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Procedures for shareholders to send enquires to the Board
Shareholders may send their enquiries and concerns to the Board by addressing them to the principal place of
business of the Company in Hong Kong, presently at Unit 2504, 25/F., Nanyang Plaza, 57 Hung To Road, Kwun

Tong, Kowloon, Hong Kong by post or by email to info@bnc.cc.

Upon receipt of the enquiries, the Company Secretary will forward the communications relating to:

1. matters within the Board’s purview to the executive Directors;
2. matters within a Board committee’s area of responsibility to the chairman of the appropriate committee; and
3. ordinary business matters, such as suggestions, enquiries and consumer complaints, to the appropriate

management of the Company.
COMMUNICATION WITH THE SHAREHOLDERS
The Company has adopted a Shareholders’” communication policy with the objective of ensuring that the Shareholders
can have equal and timely access to information about the Company in order to enable the Shareholders to exercise

their rights in an informed manner and to allow them to engage actively with the Company.

Information will be communicated to the Shareholders through the Company’s financial reports, AGMs and other
general meetings that may be convened, as well as all the disclosures submitted to the Stock Exchange.

CONSTITUTIONAL DOCUMENTS
Except for the adoption of amended and restated M&A by the Company to comply with the applicable legal and
regulatory requirements (including the Listing Rules) on 16 October 2017 in anticipation of the Listing, there were

no changes in the constitutional documents of the Company during the Year.

The amended and restated M&A is available on the respective websites of the Stock Exchange and the Company.
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The directors of the Company (the “Directors”) are pleased to present their report together with the audited
consolidated financial statements of the Company and its subsidiaries (the “Group”) for the year ended 31 March 2020.

PRINCIPAL ACTIVITIES

The Company acts as investment holding company. Its subsidiaries are principally engaged in the design, development,
production management of homeware products with operations in the PRC and Hong Kong. The principal activities
of the Company’s principal subsidiaries are set forth in note 20 to the consolidated financial statements.

PRINCIPAL RISKS AND UNCERTAINTIES

There are certain risks and uncertainties that the Group faces during its operation. Such risks and uncertainties
include factors such as competition from existing and new players in the homeware products industry, changes in
the consumer preferences and behaviour and potential changes in trade policies and legislation in the United States,
Europe or any other jurisdictions that are relevant to our business and the ongoing COVID-19 epidemic which may
impact our supply chain and customers orders. While these risks continue to exist, the Group will closely monitor
any signs of these occurrences and will take appropriate actions to minimize the impacts derived from risks and
uncertainties confronting the operation of the Group.

BUSINESS REVIEW

The business review of the Group for the year ended 31 March 2020 is set out in the section headed “Chairman’s
Statement” and “Management Discussion and Analysis” of this report.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 March 2020 and the financial position of the Company and the
Group as at 31 March 2020 are set forth in the consolidated financial statements on pages 61 to 110 of this report.

During the year ended 31 March 2020, the Board does not recommend the payment of a final dividend for the
Year (2019: Nil).

LISTING AND USE OF PROCEEDS FROM THE SHARE OFFER

The Company listed its Shares on the GEM of the Stock Exchange on 16 October 2017 (the “Listing Date”) and issued
a total of 250,000,000 Shares by way of public offer and placing at a price of HK$0.22 each. The net proceeds
from the Listing, after deducting the listing expenses of approximately HK$23.7 million, amounted to approximately
HK$31.3 million, which is slightly lower than the estimated net proceeds of approximately HK$32.0 million. The
difference of approximately HK$0.7 million has been adjusted in the same manner and in the same proportion to
the use of proceeds as disclosed in the section headed “Future Plans and Use of Proceeds” in the Prospectus.
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An analysis of the amount utilised of net proceeds up to 31 March 2020 is set out below:

Comparison
between
business

Unutilised objectives with
Utilised up to as at  Expected timeline  actual business
Estimated use  Adjusted use 31 March Utilised during 31 March  for utilising the progress up to
of proceeds  of proceeds 2019  Reallocation® the Year 2020 remaining proceeds™ 31 March 2020
HKS$ million  HK$ million — HK$ million — HK$ million — HK$ million — HK$ million
Broaden the existing customer 13.5 13.2 5.9 (7.3) - - - (a)
base, increase market share
in the existing target markets
and expand into new markets
Enhance design and 4.8 4.7 0.7 - 0.5 3.5 From 1 April 2020 to (b)
development capabilities 31 March 2021
Enhance our quality assurance 4.8 4.7 4.1 - 0.5 0.1 From 1 April 2020 to (©)
capabilities 31 March 2021
Enhance brand recognition 6.4 6.3 4.2 7.3 1.0 8.4 From 1 April 2020 to (d)
and awareness and promote 31 March 2022
corporate reputation
General working capital 2.5 24 1.8 - 0.6 - -
Total 32.0 313 16.7 0 2.6 12

0)

(ii)

On 19 March 2020, the Group reallocated the unutilised net proceeds in an amount of approximately HK$7.3 million for establishing one
liaison office in each of Europe and the US, acquiring office equipment to operate the liaison offices and recruitment and retaining certain
staff to enhance the Company’s brand recognition and awareness. For further details, please refer to the announcement of the Company dated
19 March 2020.

The expected timeline for utilising the remaining proceeds is based on the best estimation of the future market conditions made by the Group.
It will be subject to change based on current and future development of market conditions.

In accordance with the implementation activities as set out in the Prospectus under the section headed “Future Plans and Use of Proceeds”,
the proceeds as allocated for 1) the refurbishment of the existing office premises and showroom in the PRC; 2) acquisition of office equipment
and preparation for display of products for the office premises and showroom in the PRC; and 3) recruitment of an administrative staff member
for the operation of the office premises and showroom in the PRC, a project manager and an administrative staff member for the US liaison
office (as our US liaison office has not yet been established, they are supporting our export business) have been fully utilised up to the Year.

The Company applied the proceeds in 1) conducting certain external training courses for designers and quality control staff; and 2) recruitment
of two designers and two product engineers up to the Year, which were consistent with the implementation activities set out in the Prospectus.
The Company has not yet utilised the proceeds in upgrading the existing design software and purchasing new design software as planned in
the amount of approximately HK$2.4 million. The Company is exploring the appropriate design software for our business.

The proceeds as allocated for 1) establishment of a quality control laboratory; 2) acquisition of product testing equipment; 3) conducting of
trainings for quality control staff; and 4) recruitment of a quality control staff member have been fully utilised up to the Year, which were
consistent with the implementation activities set out in the Prospectus. The Company recruited two quality control staff members as planned.
The unutilised proceeds will be for the salaries of one of the quality control staff.

Up to the Year, the Company applied the proceeds in the following activities, which were consistent with the implementation activities set out
in the Prospectus and the reallocation and change in use of proceeds announcement of the Company dated 19 March 2020: 1) participating
in exhibitions, namely, ASD Market Week in Las Vegas (August 2018), Maison and Objet in Paris (September 2018) and Ambiente Fair in
Frankfurt (February 2019 and 2020); 2) advertising on different media; 3) setting up our own e-commerce system; 4) recruitment of additional
three sales and marketing staff members and three staff members for the e-commerce platform; 5) maintenance of the corporate website; 6)
the acquisition of motor vehicle; 7) providing service fee to the strategic business and brand consultant to develop the products under the
Company’s brand name; 8) having established and maintained the e-commerce platform for trading the products with the Company’s brand
name; and 9) advertising fee for the promotion of the products with Company’s brand name. The unutilised proceeds will be mainly for
participating in exhibitions and the development of the products with the Company’s name.

As at the date of this report, the Directors do not anticipate any change to the plan as to the use of proceeds and
the balance of the fund would be utilised accordingly.
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The remaining unused net proceeds as at 31 March 2020 were placed as bank balances with licensed bank in Hong
Kong and will be applied in the manner consistent with the proposed allocations.

SHARES ISSUED IN THE YEAR

Details of the shares issued in the year ended 31 March 2020 are set out in note 27 to the consolidated financial
statements.

ANNUAL GENERAL MEETING AND CLOSURE OF REGISTER OF MEMBERS

The forthcoming annual general meeting of the Company is scheduled to be held on Friday, 31 July 2020 at 11:00
a.m. (the “AGM”). The register of members of the Company will be closed from Tuesday, 28 July 2020 to Friday,
31 July 2020, both days inclusive, for the purpose of ascertaining shareholders’ entitlement to attend and vote at
the forthcoming AGM. In order to be eligible to attend and vote at the forthcoming AGM, all transfer documents

accompanied by the relevant share certificates must be lodged for registration with the Company’s share registrar
in Hong Kong, Tricor Investor Services Limited, at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong.

RESERVES

Details of movements in the reserves of the Company and the Group during the Year are set out in note 28(b) to the
consolidated financial statements and in the consolidated statement of changes in equity on page 64, respectively.

DISTRIBUTABLE RESERVES

Details of the distributable reserve of the Company as at 31 March 2020 are set out in notes 28 and 29 to the
consolidated financial statements.

PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Company’s articles of association (the “Articles of

Association”) or the laws of the Cayman Islands, which would oblige the Company to offer new Shares on a pro-
rata basis to existing shareholders of the Company (the “Shareholders”).

SUMMARY FINANCIAL INFORMATION

A summary of the results and of the assets and liabilities of the Group for the last four financial years, as extracted
from the audited consolidated financial statements of the Company or the Prospectus, is set out on page 4 of this
report.

DIRECTORS

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

Chairman, Chief Executive Officer and Executive Director:

Mr. She Leung Choi

Executive Directors:

Ms. Chan Lai Yin
Mr. She Leung Ngai Alex

Independent Non-Executive Directors (the “INEDs”):

Mr. Ho Kim Ching
Mr. Chan Ching Sum Sam
Ms. Fan Pui Shan
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The Company has received written confirmations of independence from each of the INEDs, namely Mr. Ho Kim
Ching, Mr. Chan Ching Sum Sam and Ms. Fan Pui Shan, pursuant to Rule 5.09 of the GEM Listing Rules. As at the
date of this report, the Company still considers the INEDs to be independent.

Retirement and re-election of Directors

In accordance with Article 84 of the Articles of Association, 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 at each annual general meeting of the Company, provided that every Director shall be subject to retirement
by rotation at least once every three years. A retiring Director shall be eligible for re-election and shall continue to
act as a Director throughout the meeting at which he/she retires. The Directors to retire by rotation shall include
(so far as necessary to ascertain the number of directors to retire by rotation) any Director who wishes to retire and
not to offer himself/herself for re-election. Any further Directors so to retire shall be those of the other Directors
subject to retirement by rotation who have been longest in office since their last re-election or appointment and so
that as between persons who became or were last re-elected Directors on the same day those to retire shall (unless
they otherwise agree among themselves) be determined by lot.

Each of Mr. She Leung Choi and Ms. Fan Pui Shan will retire from office as executive Director and independent
non-executive Director respectively at the forthcoming annual general meeting of the Company to be held on 31
July 2020. Mr. She Leung Choi and Ms. Fan Pui Shan will offer themselves for re-election.

At the forthcoming annual general meeting of the Company, separate ordinary resolutions will be put forward to the
Shareholders in relation to the proposed re-election of Mr. She Leung Choi and Ms. Fan Pui Shan.

According to Article 83(3) of the Articles of Association, the Directors shall have the power from time to time and
at any time to appoint any person as a Director either to fill a casual vacancy on the Board or as an addition to the
existing Board. Any Director appointed by the Board to fill a casual vacancy shall hold office until the first general
meeting of the Shareholders after his appointment and be subject to re-election at such meeting and any Director
appointed by the Board as an addition to the existing Board shall hold office only until the next following annual
general meeting of the Company and shall then be eligible for re-election. Any Director appointed by the Board
pursuant to Article 83(3) of the Articles of Association shall not be taken into account in determining the particular
Directors or the number of the Directors who are to retire by rotation.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors, namely Mr. She Leung Choi, Ms. Chan Lai Yin and Mr. She Leung Ngai Alex, has
entered into a service agreement with the Company for an initial term of three years, commencing from the Listing
Date and such service agreement may be terminated by not less than three months’ notice in writing served by
either party on the other or otherwise in accordance with their respective service agreement. Their emoluments were
determined by the Board by reference to their experience, responsibilities and duties with the Company and shall
be reviewed annually by the Remuneration Committee.

Each of the independent non-executive Directors, namely Mr. Ho Kim Ching, Mr. Chan Ching Sum Sam and Ms.
Fan Pui Shan, has entered into a letter of appointment with the Company for a term of three years commencing
from 16 October 2018 and such letter of appointment may be terminated by not less than three months’ notice in
writing served by either party on the other or otherwise in accordance with their respective letter of appointment.
Their emoluments were determined by the Board by reference to their experience, responsibilities and duties with
the Company and shall be reviewed annually by the Remuneration Committee.

None of the Directors proposed for re-election at the forthcoming AGM has a service contract with the Company,

which is not determinable by the Group within one year without payment of compensation, other than statutory
compensation.
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DIRECTORS’ MATERIAL INTERESTS IN TRANSACTIONS, ARRANGEMENTS AND CONTRACTS THAT ARE
SIGNIFICANT IN RELATION TO THE COMPANY’S BUSINESS

Save as disclosed in this report, no other transactions, arrangements and contracts of significance to which the
Company’s subsidiaries or its parent company was a party and in which a director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of the year or at any time during the year.

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT
Brief biographical details of directors and senior management are set out on pages 11 to 13 to this report.
ENVIRONMENTAL POLICIES AND PERFORMANCE

Discussion on the environmental policies and performance is contained in the “Environmental, Social and Governance
Report” on pages 43 to 56 of this report. This discussion forms part of the report of directors.

INTEREST AND SHORT POSITIONS OF SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS IN SHARES
AND UNDERLYING SHARES

As at 31 March 2020, so far as our Directors are aware, the persons (other than the Directors and chief executive
of the Company) who will have or be deemed or taken to have interests and/or short positions in the Shares or the
underlying Shares which would fall to be disclosed under the provisions of Divisions 2 and 3 of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO”), or who were recorded in the
register of the Company required to be kept pursuant to Section 336 of the SFO, or who were directly or indirectly
interested in 5% or more of the Company’s issued share capital are as follows:

Number of  Approximate
ordinary Shares percentage of

Name of Shareholder Capacity held (Note 7)  shareholding
Hearthfire Limited (“Hearthfire”) Beneficial owner 611,250,000 (L) 61.125%
(Note 2)
Present Moment Limited Beneficial owner 86,250,000 (L) 8.625%
(“Present Moment”) (Note 3)
Notes:

1. The letter “L” denotes a long position in the shareholder’s interest in the Shares.

2. Hearthfire is wholly-owned by Mr. She, executive Director, and by virtue of the SFO, Mr. She is deemed to be interested in all the Shares
held by Hearthfire.

3. Present Moment is wholly-owned by Ms. Chan, executive Director, and by virtue of the SFO, Ms. Chan is deemed to be interested in all the
Shares held by Present Moment.

Save as disclosed above, as at 31 March 2020, so far as is known by or otherwise notified to the Directors, no other
person or entity (other than a Director or the chief executive of the Company) had interests and short positions in the
Shares and underlying Shares as required to be recorded in the register to be kept by the Company under Section
336 of the SFO or to be disclosed under the provisions of Divisions 2 and 3 of Part XV of the SFO.
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DIRECTORS’” AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY AND ITS ASSOCIATED CORPORATIONS

As at 31 March 2020, the interests or short positions of the Directors and chief executive of the Company in the
Shares, underlying Shares and debentures of the Company or any of its associated corporations (within the meaning
of Part XV of the SFO) which will be required (a) to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions which they are taken or deemed to
have under such provisions of the SFO); or (b) to be entered into the register required to be kept by the Company
pursuant to section 352 of the SFO; or (c) as otherwise to be notified to the Company and the Stock Exchange
pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules are as follows:

(i) Interest in the Company

Number of  Approximate
ordinary Shares percentage of

Name of Director Capacity held (Note 7)  shareholding

Mr. She Leung Choi Interest of controlled corporation 611,250,000 (L) 61.125%
(Note 2)

Ms. Chan Lai Yin Interest of controlled corporation 86,250,000 (L) 8.625%
(Note 3)

Notes:

1. The letter “L” denotes a long position in the Director’s interest in the Shares.

2. Hearthfire, which is wholly-owned by Mr. She, executive Director, and by virtue of the SFO, Mr. She is deemed to be interested in

all the Shares held by Hearthfire.

3. Present Moment, which is wholly-owned by Ms. Chan, executive Director, and by virtue of the SFO, Ms. Chan is deemed to be
interested in all the Shares held by Present Moment.

(ii)  Interest in associated corporations
Number of

ordinary Shares
in associated  Approximate

Name of corporation held percentage of
Name of Director associated corporation  Capacity (L) shareholding
Mr. She Hearthfire Beneficial owner 1 share of 100%

US$1.00 each

Note: The letter “L” denotes a long position in the Director’s interest in the shares of the associated corporation.

Save as disclosed above, as at 31 March 2020, none of the Directors nor the chief executive of the Company
had registered any interests and short positions in the shares, underlying shares and debentures of the Company
and any of its associated corporations (within the meaning of Part XV of the SFO), which were required (a)
to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they were taken or deemed to have under such provisions of
the SFO); or (b) to be recorded in the register referred to in Section 352 of the SFO; or (c) to be notified to
the Company and the Stock Exchange pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules.
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DIRECTORS’ EMOLUMENT POLICY

The Remuneration Committee was established for reviewing the Group’s emolument policy and structure for all
remuneration of the Directors and senior management of the Group having regard to the Group’s operating results,
individual performance and comparable market standard and practices. The Company has adopted a share option
scheme (the “Share Option Scheme”) as an incentive to the Directors and eligible employees, details of which are
set out in the section headed “Share Option Scheme” below.

SHARE OPTION SCHEME

The following is a summary of the principal terms of the Share Option Scheme adopted by the written resolutions
of all the shareholders of the Company passed on 22 September 2017.

(@)

(b)

(o)

32

Purpose

The Share Option Scheme is a share incentive scheme prepared in accordance with Chapter 23 of the GEM
Listing Rules and is established to enable our Company to grant options to Eligible Participants (as defined in
paragraph (b) below) as incentives or rewards for their contribution or potential contribution to our Company
and/or any of its subsidiaries.

Who may join

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

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

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

(iii) any advisors, consultants, agents, suppliers, customers, distributors and such other persons who, in the sole
opinion of the Board, will contribute or have contributed to our Company and/or any of its subsidiaries.

Acceptance of an offer of options

An option shall be deemed to have been granted and accepted by the grantee and to have taken effect when
the duplicate offer document constituting acceptance of the option duly signed by the grantee, together with a
remittance in favor of our Company of HK$1.00 by way of consideration for the grant thereof is received by
our Company on or before the relevant acceptance date. Such payment shall in no circumstances be refundable.
Any offer to grant an option to subscribe for Shares may be accepted in respect of less than the number of
Shares for which it is offered provided that it must be accepted in respect of a board lot for dealing in Shares
on the Stock Exchange or an integral multiple thereof and such number is clearly stated in the duplicate offer
document constituting acceptance of the option. To the extent that the offer to grant an option is not accepted
by any prescribed acceptance date, it shall be deemed to have been irrevocably declined.
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(d)

Subject to paragraphs (I), (m), (n), (o) and (p), an option shall be exercised in whole or in part and, other than
where it is exercised to the full extent outstanding, shall be exercised in integral multiples of such number of
Shares as shall represent one board lot for dealing in Shares on the Stock Exchange for the time being, by the
grantee by giving notice in writing to our Company stating that the option is thereby exercised and the number
of Shares in respect of which it is exercised. Each such notice must be accompanied by a remittance for the
full amount of the exercise price for the Shares in respect of which the notice is given. Within 21 days after
receipt of the notice and the remittance and, where appropriate, receipt of the certificate by the auditors to
our Company or the approved independent financial adviser as the case may be pursuant to paragraph (r), our
Company shall allot and issue the relevant number of Shares to the grantee credited as fully paid and issue
to the grantee certificates in respect of the Shares so allotted.

The exercise of any option shall be subject to the Shareholders in general meeting approving any necessary
increase in the authorised share capital of our Company.

Maximum number of Shares available for subscription

The maximum number of Shares in respect of which options may be granted under the Share Option Scheme
and under any other share option schemes of our Company must not in aggregate exceed 10% of the total
number of Shares in issue immediately following completion of the share offer, being 100,000,000 Shares,
excluding for this purpose Shares which would have been issuable pursuant to options which have lapsed in
accordance with the terms of the Share Option Scheme (or any other share option schemes of our Company).
Subject to the issue of a circular by our Company and the approval of our Shareholders in general meeting
and/or such other requirements prescribed under the GEM Listing Rules from time to time, the Board may:

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

(i) grant options beyond the 10% limit to Eligible Participants specifically identified by the Board. The
circular issued by our Company to our Shareholders shall contain a generic description of the specified
Eligible Participants who may be granted such options, the number and terms of the options to be granted,
the purpose of granting options to the specified Eligible Participants with an explanation as to how the
options serve such purpose, the information required under Rule 23.02(2)(d) of the GEM Listing Rules
and the disclaimer required under Rule 23.02(4) of the GEM Listing Rules.

Notwithstanding the foregoing and subject to paragraph (r) below, the maximum number of Shares which may
be issued upon exercise of all outstanding options granted and yet to be exercised under the Share Option
Scheme and any other share option schemes of our Company at any time shall not exceed 30% of the Shares
in issue from time to time. No options shall be granted under any schemes of our Company (including the
Share Option Scheme) if this will result in the 30% limit being exceeded. The maximum number of Shares in
respect of which options may be granted shall be adjusted, in such manner as the auditors of our Company
or an approved independent financial adviser shall certify to be appropriate, fair and reasonable in the event
of any alteration in the capital structure of our Company in accordance with paragraph (r) below whether by
way of consolidation, capitalisation issue, rights issue, sub-division or reduction of the share capital of our
Company but in no event shall exceed the limit prescribed in this paragraph.
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(e)

34

Maximum number of options to any one individual

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

(i)

(i)

the issue of a circular by our Company containing the identity of the Eligible Participant, the numbers
of and terms of the options to be granted (and options previously granted to such participant), the
information as required under Rule 23.02(2)(d) of the GEM Listing Rules and the disclaimer required
under Rule 23.02(4) of the GEM Listing Rules; and

the approval of the shareholders in general meeting and/or other requirements prescribed under the
GEM Listing Rules from time to time with such Eligible Participant and his close associates (as defined
in the GEM Listing Rules) abstaining from voting. The number and terms (including the exercise price)
of options to be granted to such participant must be fixed before the shareholders’ approval and the
date of the Board meeting at which the Board resolves to grant the proposed options to such Eligible
Participant shall be taken as the date of grant for the purpose of calculating the subscription price of
the Shares. The Board shall forward to such Eligible Participant an offer document in such form as the
Board may from time to time determine (or, alternatively, documents accompanying the offer document
which state), among others:

(aa) the Eligible Participant’s name, address and occupation;

(bb) the date on which an option is offered to an Eligible Participant which must be a date on which
the Stock Exchange is open for the business of dealing in securities;

(cc) the date upon which an offer for an option must be accepted;

(dd) the date upon which an option is deemed to be granted and accepted in accordance with paragraph
(c);

(ee) the number of Shares in respect of which the option is offered;

(ff)  the exercise price and the manner of payment of such price for the Shares on and in consequence
of the exercise of the option;

(gg) the date of the expiry of the option as may be determined by the Board which shall not be later
than the last day of the period to be notified by the Board to each grantee within which the
option may be exercisable provided that such period of time shall not exceed a period of 10
years commencing from the date upon which such option is deemed to be granted and accepted
in accordance with paragraph (c);

(hh) the method of acceptance of the option which shall, unless the Board otherwise determines, be as
set out in paragraph (c); and

(i) such other terms and conditions (including, without limitation, any minimum period for which an
option must be held before it can be exercised and/or any performance targets which must be
achieved before the option can be exercised) relating to the offer of the option which in the opinion
of the Board are fair and reasonable but not being inconsistent with the Share Option Scheme and
the GEM Listing Rules.
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®

(g

Price of Shares

Subject to any adjustments made as described in paragraph (r) below, the subscription price of a Share in
respect of any particular option granted under the Share Option Scheme shall be such price as the Board in
its absolute discretion shall determine, save that such price must be at least the higher of:

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

(i) the average of the official closing prices of the Shares as stated in the Stock Exchange’s daily quotation

sheets for the five business days immediately preceding the date of grant; and
(iii)  the nominal value of a Share,

provided that for the purpose of determining the exercise price where the Shares have been listed on the Stock
Exchange for less than 5 business days preceding the date of grant, the issue price of the Shares in connection
with such listing shall be deemed to be the closing price of the Shares for each business day falling within
the period before the listing of the Shares on the Stock Exchange.

Granting options to connected persons

Any grant of options to a director, chief executive or substantial shareholder (as defined in the GEM Listing
Rules) of our Company or any of their respective associates (as defined in the GEM Listing Rules) is required
to be approved by the independent non-executive Directors (excluding any independent non-executive Director
who is the grantee of the Options). If the Board proposes to grant options to a substantial shareholder or any
independent non-executive Director or their respective associates (as defined in the GEM Listing Rules) which
will result in the number of Shares issued and to be issued upon exercise of options granted and to be granted
(including options exercised, cancelled and outstanding) to such person in the 12-month period up to and
including the date of such grant:

(i) representing in aggregate over 0.1%, or such other percentage as may be from time to time provided
under the GEM Listing Rules, of the Shares in issue; and

(i) having an aggregate value in excess of HK$5 million or such other sum as may be from time to time
provided under the GEM Listing Rules, based on the official closing price of the Shares at the date of
each grant, such further grant of options will be subject to, in addition to the approval of the independent
non-executive directors of our Company as referred to under this paragraph (g), the issue of a circular
by our Company and the approval of the shareholders in general meeting on a poll at which all core
connected persons (as defined in the GEM Listing Rules) of our Company shall abstain from voting in
favor, and/or such other requirements prescribed under the GEM Listing Rules from time to time. Any
vote taken at the meeting to approve the grant of such options shall be taken by poll.

The circular to be issued by our Company to our Shareholders pursuant to the above paragraph shall contain
the following information:

(i)  the details of the number and terms (including the exercise price) of the options to be granted to each
selected Eligible Participant which must be fixed before the Shareholders’ meeting and the date of Board
meeting for proposing such further grant shall be taken as the date of grant for the purpose of calculating
the exercise price of such options;
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(i) a recommendation from the independent non-executive Directors (excluding any independent non-
executive Director who is the grantee of the options) to the independent Shareholders as to voting;

(iii)  the information required under Rule 23.02(2)(c) and (d) of the GEM Listing Rules and the disclaimer
required under Rule 23.02(4) of the GEM Listing Rules; and

(iv) the information required under Rule 2.28 of the GEM Listing Rules from time to time.
Restrictions on the time of grant of options

A grant of options shall not be made after Inside Information (as defined under the GEM Listing Rules) has
come to the knowledge of our Company until it has announced such information pursuant to the requirements
of the GEM Listing Rules and Part XIVA of the SFO. In particular, no options may be granted during the period
commencing one month immediately preceding the earlier of:

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

(i) the deadline for our Company to announce its results for any year, half-year, or quarter-year period or
other interim period (whether or not required under the GEM Listing Rules),

and ending on the date of actual publication of the results announcement, and where an option is granted
to a Director:

(i) notwithstanding the above, no option shall be granted to the Directors during the period of 60 days
immediately preceding the publication date of the annual results or, if shorter, the period from the end
of the relevant financial year up to the publication date of the results; and

(i) during the period of 30 days immediately preceding the publication date of the quarterly results and
half-year results or, if shorter, the period from the end of the relevant quarterly or half-year period up
to the publication date of the results.

Rights are personal to grantee

An option is personal to the grantee and shall not be transferable or assignable and may be exercised or treated
as exercised, as the case may be, in whole or in part. No grantee shall in any way sell, transfer, charge,
mortgage, encumber or create any interest (legal or beneficial) in favor of any third party over or in relation
to any option or attempt so to do (save that the grantee may nominate a nominee in whose name the Shares
issued pursuant to the Share Option Scheme may be registered). Any breach of the foregoing shall entitle our
Company to cancel any outstanding options or any part thereof granted to such grantee.

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

An option may be exercised in accordance with the terms of the Share Option Scheme at any time during the
period to be notified by the Board to each grantee within which the option may be exercisable provided that
such period of time shall not exceed a period of 10 years commencing from the date upon which the option is
deemed to be granted and accepted. The period during which an option may be exercised will be determined
by the Board in its absolute discretion, save that no option may be exercised more than 10 years after it has
been granted. No option may be granted more than 10 years after the date of approval of the Share Option
Scheme. Subject to earlier termination by our Company in general meeting or by the Board, the Share Option
Scheme shall be valid and effective for a period of 10 years from the date of the Listing.
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(m)

(n)

(o)

Performance target

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

Rights on ceasing employment or death
If the grantee of an option ceases to be an employee of our Company or any of its subsidiaries:

(i) by any reason other than death or termination of his employment on the grounds specified in paragraph
(m) below, the grantee may exercise the option up to the entitlement of the grantee as at the date of
cessation (to the extent not already exercised) within a period of one month from such cessation; or

(i) by reason of death, his personal representative(s) may exercise the option within a period of 12 months
from such cessation, which date shall be the last actual working day with our Company or the relevant
subsidiary whether salary is paid in lieu of notice or not, failing which it will lapse.

Rights on dismissal

If the grantee of an option ceases to be an employee of our Company or any of its subsidiaries on the grounds
that he has been guilty of serious misconduct, or in relation to an employee of the Group (if so determined by
the Board) on any other ground which would warrant the termination of his employment at common law or
pursuant to any applicable laws or under the grantee’s service contract with the Group, or has been convicted
of any criminal offence involving his integrity or honesty, his option will lapse and not be exercisable after
the date of termination of his employment.

Rights on takeover

If a general offer (whether by way of takeover offer, share repurchase offer or scheme of arrangement or
otherwise in like manner) is made to all the Shareholders (or all such Shareholders other than the offeror and/
or any person controlled by the offeror and/or any person acting in concert with the offeror (as defined in the
Takeovers Code)) and such offer becomes or is declared unconditional during the option period of the relevant
option, the grantee of an option shall be entitled to exercise the option in full (to the extent not already
exercised) at any time within 14 days after the date on which the offer becomes or is declared unconditional.

Rights on winding-up

In the event a notice is given by our Company to its members to convene a general meeting for the
purposes of considering, and if thought fit, approving a resolution to voluntarily wind-up our Company, our
Company shall forthwith give notice thereof to all grantees and thereupon, each grantee (or his legal personal
representative(s)) shall be entitled to exercise all or any of his options (to the extent not already exercised) at
any time not later than two business days prior to the proposed general meeting of our Company referred to
above by giving notice in writing to our Company, accompanied by a remittance for the full amount of the
aggregate subscription price for the Shares in respect of which the notice is given, whereupon our Company
shall as soon as possible and, in any event, no later than the business day immediately prior to the date of
the proposed general meeting, allot the relevant Shares to the grantee credited as fully paid and register the
grantee as holder thereof.
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Rights on compromise or arrangement between our Company and its members or creditors

If a compromise or arrangement between our Company and its members or creditors is proposed for the
purposes of a scheme for the reconstruction of our Company or its amalgamation with any other companies
pursuant to the laws of jurisdictions in which our Company was incorporated, our Company shall give notice
to all the grantees of the options on the same day as it gives notice of the meeting to its members or creditors
summoning the meeting to consider such a scheme or arrangement and thereupon each grantee shall be entitled
to exercise all or any of his options in whole or in part at any time prior to 12:00 noon (Hong Kong time) on
the business day immediately preceding the date of the meeting directed to be convened by the relevant court
for the purposes of considering such compromise or arrangement and if there are more than one meeting for
such purpose, the date of the first meeting.

With effect from the date of such meeting, the rights of all grantees to exercise their respective options shall
forthwith be suspended. Upon such compromise or arrangement becoming effective, all options shall, to
the extent that they have not been exercised, lapse and determine. If for any reason such compromise or
arrangement does not become effective and is terminated or lapses, the rights of grantees to exercise their
respective options shall with effect from such termination be restored in full but only upon the extent not
already exercised and shall become exercisable.

Ranking of Shares

The Shares to be allotted upon the exercise of an option will not carry voting rights until completion of the
registration of the grantee (or any other person) as the holder thereof. Subject to the aforesaid, Shares allotted
and issued on the exercise of options will rank pari passu in all respects with and shall have the same voting,
dividend, transfer and other rights, including those arising on liquidation as attached to the other fully-paid
Shares in issue on the date of issue.

Effect of alterations to capital

In the event of any alteration in the capital structure of our Company whilst any option may become or
remains exercisable, whether by way of capitalisation issue, rights issue, open offer, consolidation, sub-division
or reduction of share capital of our Company, or otherwise howsoever, such corresponding alterations (if any)
shall be made in the number or nominal amount of Shares subject to any options so far as unexercised and/or
the subscription price per Share of each outstanding option as the auditors of our Company or an independent
financial advisor shall certify in writing to the Board to be in their/his opinion fair and reasonable in compliance
with Rule 23.03(13) of the GEM Listing Rules and the note thereto and the supplementary guidance issued
by the Stock Exchange on 5 September 2005 and any future guidance and interpretation of the GEM Listing
Rules issued by the Stock Exchange from time to time and the note thereto. The capacity of the auditors of
our Company or the approved independent financial advisor, as the case may be, in this paragraph is that of
experts and not arbitrators and their certificate shall, in absence of manifest error, be final and conclusive and
binding on our Company and the grantees.

Any such alterations will be made on the basis that a grantee shall have the same proportion of the issued
share capital of our Company for which any grantee of an option is entitled to subscribe pursuant to the
options held by him before such alteration and the aggregate subscription price payable on full exercise of
any option is to remain as nearly as possible the same (and in any event not greater than) as it was before
such event. No such alteration will be made the effect of which would be to enable a Share to be issued at
less than its nominal value. The issue of securities as consideration in a transaction is not to be regarded as
a circumstance requiring any such alterations.
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Expiry of option

An option shall lapse automatically and not be exercisable (to the extent not already exercised) on the earliest of:
(i) the date of expiry of the option as may be determined by the Board;

(i)  the expiry of any of the periods referred to in paragraphs (I), (m), (n), (o) or (p);

(iii) the date on which the scheme of arrangement of our Company referred to in paragraph (p) becomes
effective;

(iv)  subject to paragraph (o), the date of commencement of the winding-up of our Company;

(v)  the date on which the grantee ceases to be an Eligible Participant by reason of the termination of his or
her employment or contract on any one or more of the grounds that he or she has been guilty of serious
misconduct, or has been convicted of any criminal offence involving his or her integrity or honesty, or
in relation to an employee of the Group (if so determined by the Board), or has been insolvent, bankrupt
or has made arrangements or compositions with his/her creditors generally or any other ground which
would warrant the termination of his employment at common law or pursuant to any applicable laws
or under the grantee’s service contract with the Group. A resolution of the Board to the effect that the
employment of a grantee has or has not been terminated on one or more of the grounds specified in
this paragraph shall be conclusive; or

(vi) the date on which the Board shall exercise our Company’s right to cancel the option at any time after
the grantee commits a breach of paragraph (i) above or the options are cancelled in accordance with
paragraph (u) below.

Alteration of the Share Option Scheme
The Share Option Scheme may be altered in any respect by resolution of the Board except that:

(i) any alteration to the advantage of the grantees or the Eligible Participants (as the case may be) in respect
of the matters contained in Rule 23.03 of the GEM Listing Rules; and

(i) any material alteration to the terms and conditions of the Share Option Scheme or any change to the
terms of options granted (except any alterations which take effect automatically under the terms of the
Share Option Scheme),

shall first be approved by the Shareholders in general meeting provided that if the proposed alteration shall
adversely affect any option granted or agreed to be granted prior to the date of alteration, such alteration
shall be further subject to the grantees’ approval in accordance with the terms of the Share Option Scheme.
The amended terms of the Share Option Scheme shall still comply with Chapter 23 of the GEM Listing Rules
and any change to the authority of the Board in relation to any alteration to the terms of the Share Option
Scheme must be approved by Shareholders in general meeting.

SATU HOLDINGS LIMITED e ANNUAL REPORT 2019/20 39



P

REPORT OF THE DIRECTORS

(u) Cancellation of options

Subject to paragraph (i) above, any cancellation of options granted but not exercised must be approved by
the grantees of the relevant options in writing. For the avoidance of doubt, such approval is not required in
the event any option is cancelled pursuant to paragraph (m).

(v)  Termination of the Share Option Scheme

Our Company by resolution in general meeting or the Board may at any time terminate the Share Option
Scheme and in such event no further option shall be offered but the provisions of the Share Option Scheme
shall remain in force to the extent necessary to give effect to the exercise of any option granted prior thereto
or otherwise as may be required in accordance with the provisions of the Share Option Scheme. Options
granted prior to such termination but not yet exercised at the time of termination shall continue to be valid
and exercisable in accordance with the Share Option Scheme.

(w) Administration of the Board
The Share Option Scheme shall be subject to the administration of the Board whose decision as to all matters
arising in relation to the Share Option Scheme or its interpretation or effect (save as otherwise provided herein)
shall be final and binding on all parties.

(x)  Present status of the Share Option Scheme

As at 31 March 2020 and to the date of this report, no option had been granted or agreed to be granted
under the Share Option Scheme.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of the business of
the Company were entered into or existed during the year ended 31 March 2020.

MAJOR SUPPLIERS AND CUSTOMERS

The percentages of purchases and sales for the year ended 31 March 2020 attributable to the Group’s major suppliers
and customers are as follows:

Purchases

— the largest suppliers 52%
— five largest suppliers in aggregate 88%
Sales

— the largest customers 28%
- five largest customers in aggregate 66%

None of the directors, their associates or any shareholder (which to the knowledge of the directors owns more than
5% of the Company’s share capital) had an interest in these major suppliers or customers.
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CONTINUING CONNECTED TRANSACTION

On 16 June 2017, B&C Industries HK, an indirect wholly-owned subsidiary of the Company, as the tenant, entered
into a tenancy agreement (the “2017 Tenancy Agreement”) with Pansino Homeware (Shenzhen) Co., Ltd* (ZZEXK/E
A OFY1) BR2AE) (“Pansino Shenzhen”), as the landlord, for the lease of the property situated at Units 01 to
11, 23/F., Oriental Plaza, Luohu, Shenzhen, the PRC with a gross floor area of 1,060 square metres (the “Premises”)
for a rent of approximately HK$0.1 million per month (inclusive of applicable land use fee, property tax arising from
the lease of the Premises, management fee, utilities fees, sanitation fee and central air-conditioning fee) for a term
of 32 months, commencing from 1 August 2017 and expiring on 31 March 2020. Pansino Shenzhen is indirectly
wholly-owned by Mr. She, a controlling shareholder and executive Director of the Company.

The Premises has been used as our showroom and office in the PRC.

Details of the abovementioned transactions are disclosed as related party transactions under item (a) in respect of
rental expenses to a related company of note 32 to the consolidated financial statements. On 12 March 2020, B&C
Industries HK and Pansino Shenzhen entered into a tenancy agreement (the “2020 Tenancy Agreement”) commencing
from 1 April 2020 and expiring on 31 March 2021. Except for the rental period, the rest of the terms in the 2020
Tenancy Agreement are the same as the terms in the 2017 Tenancy Agreement.

The transactions under the 2017 Tenancy Agreement and 2020 Tenancy Agreement constitute de minimis continuing
connected transactions of the Company under Rule 20.74(1)(c) of the GEM Listing Rules. Accordingly, the 2017
Tenancy Agreement, 2020 Tenancy Agreement and the transactions thereunder are exempted from the reporting,
announcement, annual review, circular and the independent shareholders’ approval requirements under Chapter 20
of the GEM Listing Rules.

Save for the aforesaid transactions, the other related party transactions shown in note 32 to the consolidated financial
statements do not constitute connected transactions or continuing connected transactions under the GEM Listing Rules.

*  For identification purpose only
SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and to the best of the knowledge of the Directors,
it is confirmed that the Company has maintained the prescribed minimum public float under the GEM Listing Rules
during the Year and at any time up to the date of this report.

COMPETING INTERESTS

The Directors are not aware of any business or interest of the Directors or the controlling shareholders (as defined
in the GEM Listing Rules) of the Company nor any of their respective associates (as defined in the GEM Listing
Rules) that competed or might compete, either directly or indirectly, with the business of the Group and any other
conflicts of interest which any such person had or might have with the Group during the Year.

The Company has adopted, among others, the following measures to manage the conflict of interests arising from
competing business and to safeguard the interests of the shareholders: (i) the Company will disclose decisions on
matters reviewed by the INEDs relating to compliance and enforcement of the deed of non-competition dated 22
September 2017 entered into by the controlling shareholders in favour of the Company in terms of competing interests
(“Non-competition Undertaking”) in this report; and (ii) the controlling shareholders will make an annual declaration
on compliance with their Non-competition Undertaking in this report.

The Board would like to clarify that there were no conflicts of interests between the controlling shareholders and

the Group arising from competing business for the year ended 31 March 2020. As such, the controlling shareholders
confirmed that they have complied with their undertaking under the Non-competition Undertaking.
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The INEDs have reviewed and confirmed that the controlling shareholders have complied with the non-competition
undertaking under the Non-competition Undertaking.

INTERESTS OF COMPLIANCE ADVISER

As notified by Titan Financial Services Limited (“Titan”), the Company’s compliance adviser, save for the compliance
adviser agreement entered into between the Company and Titan dated 31 May 2019 in connection with the
compliance adviser, none of Titan or its directors, employees or associates (as defined in the GEM Listing Rules)
had any interest in the Group as at 31 March 2020, which is required to be notified to the Company pursuant to
Rule 6A.32 of the GEM Listing Rules.

PERMITTED INDEMNITY PROVISIONS

During the Year and up to the date of this report, the Company has arranged for appropriate insurance cover for
Director’s and officers’ liabilities in respect of legal actions against its Directors and senior management arising out
of corporate activities.

Pursuant to the Company’s Articles of Association, the Directors shall be indemnified and secured harmless out of the
assets of the Company from and against all actions, costs, charges, losses, damages and expenses which they shall
or may incur or sustain by reason of any act done, concurred in or omitted in or about the execution of their duty.

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

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the Company’s listed
securities during the Year and up to the date of this report.

SUBSEQUENT EVENTS
The Directors are not aware of any significant event requiring disclosure that has taken place subsequent to 31
March 2020 and up to the date of this report. In light of the ongoing COVID-19 epidemic, the Group will continue

to work closely with our suppliers and customers to evaluate the impact on the financial position and operating
results of the Group.

AUDITOR

The consolidated financial statements have been audited by RSM Hong Kong who retire and, being eligible, offer
themselves for re-appointment at the forthcoming AGM. There has been no change of auditor of the Company since
the Listing Date.

AUDIT COMMITTEE

The Audit Committee comprising three independent non-executive Directors, namely Mr. Ho Kim Ching, Mr. Chan
Ching Sum Sam and Ms. Fan Pui Shan, has reviewed the accounting standards and policies adopted by the Group and

this report including the audited consolidated financial statements of the Group for the year ended 31 March 2020.

On behalf of the Board

She Leung Choi
Chairman

Hong Kong, 18 June 2020
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FOREWORD

Satu Holdings Limited (the “Company”, together with its subsidiaries, collectively as the “Group”, “Satu”, “we” or
“us”) is pleased to present our Environmental, Social and Governance (“ESG”) Report (“ESG Report”). The Group
acknowledges that commercial growth and prudent management of environmental and social issues are mutually
important imperatives for us, with the latter being a key factor in long-term success in this rapidly changing world.
The Group endeavors to reduce wastage, preserve the planet for future generations, and respond to the regulatory
authorities” expectations for environmental protection.

Management is authorized by the board of directors (the “Board”) to review and monitor the ESG policies and
practices of the Group to ensure compliance with relevant legal and regulatory requirements, monitor and respond to
emerging ESG issues, and make recommendations to the Board, where appropriate, to improve the ESG performance
of the Group.

This ESG Report mainly introduces our vision, policies and measures, and reports our performance towards
environmental, social and governance issues for communicating with the internal and external stakeholders.

The Board is dedicated to improving and developing the ESG strategy which is functioning in the best interests of our
stakeholders. Under the section “Our Stakeholders” of this ESG Report, the mechanism and the logic of stakeholders’
involvement in developing our ESG strategy are clearly stated.

In preparing for this ESG Report and disclosing relevant statistics and information, we have assessed the environmental
and social aspects of our businesses and operations, adopted relevant ESG policies and quantified data as key
performance indicators, and applied the principles of materiality, quantitative, balance and consistency.

SCOPE AND REPORTING PERIOD

We are principally engaged in the design, development and production management of a wide range of homeware
products.

The ESG Report is prepared in accordance with the disclosure requirements under the Environmental, Social and
Governance Reporting Guide (the “Guide”) as set out in Appendix 20 to the Rules Governing the Listing of Securities
on GEM of the Stock Exchange (the “GEM Listing Rules”).

Unless otherwise stated, the scope of this ESG Report covers our businesses and offices in Hong Kong and Shenzhen,
the People’s Republic of China (the “PRC”). This ESG Report mainly discloses the major ESG measures, policies
and activities implemented by us and our performance during the period from 1 April 2019 to 31 March 2020 (the
“Reporting Period”).

This Report was approved by the board of directors (the “Board”) on 18 June 2020. For details on corporate
governance, please refer to “Corporate Governance Report” on pages 14 to 25 of the Group’s Annual Report.

MATERIALITY ASSESSMENT

We have compiled and prioritized material aspects relating to our business operations. Material aspects are those
that have significant economic, environmental and social impacts; or those that may substantially influence the
assessments and decisions of our stakeholders. This ESG Report will highlight the following aspects:

o Greenhouse Gas Emissions and Resource Management

J Product Responsibility

J Supply Chain Management
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ACCESS TO THIS ESG REPORT

This ESG Report is written in both English and Chinese, and in case of discrepancy between the two versions, the
English version shall prevail.

FEEDBACK AND INFORMATION

We value the opinions of the readers of this ESG report and would like to hear your feedback to help us continuously
improve our sustainability performance. If you have any queries or suggestions, please contact us via any of the

following means:

Address:
Phone:
Email:

OUR STAKEHOLDERS

Unit 2504, 25/F., Nanyang Plaza, 57 Hung To Road, Kwun Tong, Kowloon, Hong Kong.
(852) 2342 5588
info@bnc.cc

We would like to align our ESG strategy with the stakeholders’ expectations and concerns, and also balance the
interests among the Group and our stakeholders. The topics that stakeholders may be concerned about and the ways
we communicate with and respond are listed below:

Stakeholders
HKEX

Government

Investors

Media & Public

Suppliers

Customers

Employees

Community

Areas of Concern

Compliance with the GEM Listing Rules, and
timely and accurate announcements.

Compliance with laws and regulations,
preventing tax evasion, and social welfare.

Transparency, corporate governance, business
strategies and performances, sustainable
profitability, and investment returns.

Corporate governance, environmental
protection, and corporate social responsibility.

Payment schedule, stable demand and quality
services and products.

Service quality, reasonable prices, commercial
credibility, product safety, and personal data
protection.

Rights and benefits of employees,
compensations, training and development,
and working environment.

Community environment, employment
opportunities, community development, and
social welfare.
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Communication and Responses

Meetings, training, workshops, programs,
website updates, and announcements.

Interaction and visits, and tax returns and
other information.

Shareholders’ meetings, issue of financial
reports or operation reports for investors, and
timely disclosure.

Issue of newsletters on the Company’s
website.

Regular meetings, supplier conferences,
phone calls and interviews.

Phone calls, after-sales services, clients’
enquiries handling mechanism, rapid website
updates.

Conducting staff activities, training, interviews
with employees, and employee suggestion

boxes.

Employee voluntary activities.
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OUR ENVIRONMENTAL ASPECT
Overview

We are principally engaged in the design, development and production management of an array of homeware
products. In the absence of production process, our operations do not involve significant emissions of air pollutants
and greenhouse gas or significant generation of wastes or use of resources. In our ordinary course of business, we
do not pose material adverse impact to the environment. Nevertheless, as a responsible corporate citizen, we have
incorporated the concept of sustainable development into our daily management, and are committed to improving
the efficiency of resources utilization and enhancing our environmental performance.

We advocate the idea of green and sustainable working environment, address waste management, and adhere to
the four “Rs” principle of environmental protection (Reduce, Reuse, Recycle, Replace). We constantly review our
internal operational practices to ensure that they are in line with the concept of sustainable corporate development.
To achieve the environmental goals, the Group has implemented the following measures:

J Comply with all applicable environmental laws and regulations;

J Identify, assess and mitigate all potential environmental impacts associated with the Group’s activities;
J Develop a strong culture of environmental stewardship within the workforce; and

J Empower our employees to fulfill our environmental responsibilities through necessary trainings.

Compliance and No Grievance

During the Reporting Period, we complied with all relevant environmental laws and regulations that have a significant
impact on us, including but not limited to “Environmental Protection Law of the PRC” (FZEARFMBIRZRE
%), “Law of the PRC on the Prevention and Control of Atmospheric Pollution” (% A R IFAE KI5 0087%).
No confirmed non-compliance incidents or grievances were noted by the Group in relation to environmental issues.

Air Pollution Control

Based on our assessment, the use of our motor vehicles is the main source of air emissions, which is considered to
have a low overall impact on air pollution.

The total consumption of vehicle fuel for the Reporting Period was 996.75 liters (2019: 959.77 liters). The air
emissions level and consumption of vehicle fuel has increased slightly due to a newly acquired vehicle during the

Reporting Period. The following table shows the emissions of key air pollutants within our operations:

Years ended 31 March

Unit 2020 2019
Nitrogen Oxides (NOx) Gram 824.46 673.07
Sulphur Oxides (SOx) Gram 14.65 14.11
Particulate Matter (PM) Gram 60.70 49.56
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Greenhouse Gas Emissions and Resource Management

Efficient utilization of resources whilst delivering safe and quality products and services to our customers is our key
focus.

Energy and resource conservation practices are in place to raise awareness of our employees in creating a better
environment. These include practices such as, turning off unused equipment or appliances after work hours and

operations, and switching off all the lights and air-conditioning when the last employee leaves the room or office
premises.

Based on our resource consumption, the following is the breakdown of the GHG emissions' during our operations:

Years ended 31 March

Sources Unit 2020 2019

Scope 1: Direct Emissions Vehicle combustion Tonnes 2.70 2.60

Scope 2: Energy Indirect Emissions Purchased electricity Tonnes 34.11 38.38

Scope 3: Other Indirect Emissions Business air travel ~ Tonnes 4.23 10.96

Total GHG Emissions Tonnes 41.04 51.94
Carbon Intensity tCO,e/each million

revenue in HKD 0.82 0.88

Use of Resources

Our businesses and operations do not consume natural resources extensively and does not generate significant
amount of waste.

To further improve the efficient use of resources, we are committed to the responsible use of resources in our
business operations and have developed green office initiatives to promote resource conservation among our staff.
In the course of our operations, we did not have significant use of packaging materials and water consumption.

The following summarises the resources consumed and corresponding intensities within our operation:

Years ended 31 March

Unit 2020 2019
Energy Consumption kWh 48,509.41 53,817.00
Intensity kWh/each million revenue in HKD 974.83 913.70

! Greenhouse gas (“GHG”) emissions data is presented in carbon dioxide equivalent and was in reference to, including but not limited to, the
reporting requirements of the “GHG Protocol Corporate Accounting and Reporting Standard” issued by the World Resources Institute and the
World Business Council for Sustainable Development, the “Guidelines to Account for and Report on Greenhouse Gas Emissions and Removals
for Buildings (Commercial, Residential or Institutional Purposes)” and the latest published Baseline Emission Factors for Regional Power Grids

in the PRC.

46 SATU HOLDINGS LIMITED ¢ ANNUAL REPORT 2019/20



T P—

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Waste Management

As our core business is the sale of homeware, there is no significant hazardous waste generated during the ordinary
course of business operations, and therefore, no data with regard to hazardous waste was recorded during the
Reporting Period.

On the other hand, the generation of non-hazardous waste results principally from the paper consumption for
administrative work. The consumption of copier paper during the Reporting Period amounted to 280 kg (2019: 357.5
kg) which amounted to 5.63 kg per million of revenue (2019: 6.07 kg per million of revenue).

To minimize generation of wastes, we implemented the policy of double-sided printing and copying, and disseminate
information by electronic means whenever possible to reduce the consumption of paper. To promote environmental
awareness in the office, we use Forest Stewardship Council (“FSC”) certified papers, papers that have been sourced
in an environmentally-friendly, socially responsible and economically viable manner, for the printing of our quarterly
reports. We also encourage our employees to avoid the use of disposable and non-recyclable products, and to use
refillable stationeries instead of one-off stationeries.

Water Usage

Water resources are mainly used in the offices in Hong Kong and the PRC for the purpose of basic cleaning and
sanitation, and thus the water usage is relatively low. The existing water supply meets our daily operational needs and
there is no issue in sourcing water. As some businesses operate in office premises where the water supply is centrally
managed by their respective property management, it is not feasible for us to provide relevant water usage data.

Notwithstanding no recorded data, we still strive to conserve water by adopting a wide range of measures. We
regularly check on faucets to avoid unnecessary leakage, and actively promote water conservation awareness among
our employees.

OUR SOCIAL ASPECT
Human Resources Management and Labour Standards

Human Resources (“HR”) management is an integral part of our overall business strategy as we believe that employees
are one of the most valuable assets of an enterprise. An effective HR management system helps to attract and retain
competent employees, assist employees in adapting to organizational changes, and facilitate the use of technology
to determine how and where work can be better carried out. We aim to create a work environment that promotes
harmonious employer-employee relations and team cohesion.

During the Reporting Period, we have complied with all applicable employment laws in Hong Kong and the PRC,
including but not limited to the “Employment Ordinance”, the “Minimum Wage Ordinance”, “the Employees’
Compensation Ordinance” in Hong Kong, as well as the “Labour Contract Law of the PRC” (¥ AR KB LEE
[65%), the “Labour Law of the PRC” (A% A R L AMEI L E)JE), “Social Insurance Law of the PRC” (R ZE A R AL FBI 1+
2{RK2JE) and the “Provisions on the Prohibition of Using Child Labour” (ZEIE{EFAE T#5E) in the PRC.

To provide employees with their deserved benefits and protection, we have formulated the Human Resources

and Payroll Policy and Employee Handbook to manage employees’ compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal opportunity, diversity, and other benefits and welfare.
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We are committed to building a diversified and inclusive working environment to ensure no employees will be
discriminated against or deprived of opportunities due to gender, ethnic background, religious belief, color, sexual
orientation, age, marital status or family status in respect of recruitment and promotion. We recruit our employees
based on a number of factors, such as work experience, academic level, skillset, and ethical standard. We enter into
individual employment agreements with our employees with terms covering, among other things, positions, salaries,
working hours, annual leave and other benefits.

We strictly oppose and prohibit any form of child and forced labour. To avoid forced and child labour, Human
Resources and Administration Department performs detailed interview screening procedures on each candidate. A
thorough background check is conducted to verify the authenticity of personal data stated on the application forms
by examining the applicants’ original identity card and making detailed inquiries to ensure that no child labour can
be employed.

If the management discovered any child labour, we would immediately terminate the contract and investigate the
incident. Forced labour is strictly prohibited by the Group with zero tolerance. We shall take disciplinary actions

against any staff members who are accountable for the causes of the incident.

The functional distribution of our full-time employees is as follows:

By Gender 2020 2019 By Grade 2020 2019
Male 10 11 General staff 18 19
Female 21 23 Middle management 9 11

Senior management 4 4
Total 31 34 Total 31 34

During the Reporting Period, there were 8 leavers (2019: 6 leavers) comprising 1 male and 7 females (2019: 3 males
and 3 females), mainly in the age group of 25-40 years old. Among the leavers, 75% of them (2019: 83%) were
serving the function at general staff level.

Health and Safety

Due to the nature of our businesses, our employees mainly work in the offices and thus we consider that we have
a relatively low level of occupational risk in relation to health and safety.

Nevertheless, we are dedicated to provide a safe and healthy workplace to our employees. It is our policy to comply
with applicable labour and safety laws and regulations, such as the “Occupational Safety and Health Ordinance” in
Hong Kong. Our key health and safety measures include the following:

To prevent accidents by:

J ensuring that the plant is properly designed to prevent accidents;

To prevent fire by:

] ensuring illuminated ‘EXIT’ signs over exits and clear directions are in place in our office building;
J keeping all means of escape in a safe condition and free from obstruction;

J making sure that all exit doors can easily be opened or are unlocked;

] providing suitable and adequate fire safety measures;
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To provide a safe and health work environment by:

J keeping the workplace clean and ensuring that it is adequately lit and ventilated;

J providing adequate drainage;

To ensure hygiene by:

J providing adequate lavatory and washing facilities, as well as adequate supply of drinking water; and

To provide first aid by:

J keeping adequate first aid facilities in the premises.

During the Reporting Period, we were in compliance with all the relevant health and safety laws and regulations.
We do not have any fatality cases or major accidents/issues concerning the health and safety of our employees, and
thus no losses in working days resulted from work-related injuries.

Staff Development and Training

We believe that skills and experience of employees are critical to the long-term development of the Group. We,
therefore, invest in the growth of our people to enhance their respective competencies, and in turn, allow them to
discharge their duties effectively. As such, it helps the employees in achieving their personal goals while aligning
with company goals for mutual success.

We are committed to supporting the performance improvement, development and growth across all levels of our

employees, and have an effective performance management and appraisal process in place.

Setting
Expectations

Annual Regular
Performance Performance

Appraisal Reviews

On-going
Feedback

The result of the annual performance appraisal also forms the basis of our employees’ incentives and/or promotions.
After the annual performance appraisal, follow-up actions such as on-the-job and off-the-job training, can be planned
and implemented according to various departmental needs and the scope of work of individual employees.

We understand the indispensability of employee improvement and thus we have sponsored our staff to undertake

different training programs and encourage them to attend external job-related courses to enhance their professional
skills and knowledge.
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OPERATING PRACTICES

We strive to exceed our customers’ expectations by focusing and providing high quality products and services that
they desire.

Our customers, the international homeware brand owners and licensees, chain supermarkets and renowned
department stores pay great attention to the product quality. We have a robust quality assurance process and control
procedures to ensure our product quality meets with the regulatory customers’ standards.

Supply Chain Management

Supply chain management and sustainability is of paramount importance to us, not only because it is vital in providing
quality products to our customers, but also it contributes to a more inclusive market and advances sustainable
development. We have policy in place to monitor our third-party factories and to avert the pitfalls of an increasingly
globalized supply chain. Our key measures include assessments prior to accepting a supplier as an approved supplier,
and also on-going assessments and regular inspections of our approved suppliers.

Acceptance

Before accepting a third-party factory, we consider factors such as the size of the plant, plant facilities, equipment
quality, standard management techniques, financial stability, production capacity and location, and management of
environmental and social risks.

Assessment

Our quality assurance team visits our third-party factories on a regular basis, and

. Assess whether they are in compliance with our requirements;
J Understand whether there are serious breach of social and environmental laws and regulations; and
J Report to our senior management of the compliance status and conduct follow-up actions, if necessary.

We also conduct supplier performance appraisal on an annual basis. The performances of the approved suppliers are
assessed based on price, quality, delivery schedule and other relevant aspects. We may terminate the cooperation
with suppliers who fail to meet our standards.

Inspection

From time to time, our customers will also conduct assessments of certain aspects of our approved suppliers, including
technical capabilities, professional ethics, health and safety, and labour standard. Our suppliers who are subjected
to those assessments have obtained relevant satisfactory reports out of those inspections.

Currently, our top five suppliers accounted for more than 90% of our total purchase of homeware products and
they are located in Guangdong Province of the PRC. During the Reporting Period, the Group is not aware of any
material environmental and social non-compliance of these suppliers.

Product Responsibility

We have established practices and/or policies to ensure our product responsibility meets with the relevant standards
of the following three main areas:

1. Health and Safety
2. Intellectual Property Management

3. Data Privacy
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Health and Safety

We are dedicated to design, develop and supply products that adhere to the relevant key health and safety standards,
such as the General Product Safety, Directive 2001/95/EC (the “GPS Directive”) issued by the European Commission.
Accordingly, we have designed and implemented certain quality assurance measures as disclosed below.

Production

Completion

Regular meeting with the customers to understand the product quality standard
Performing experimental sample product testing before mass production

Initial assessment on third-party factories to ensure they are qualified and competent before
accepting them as qualified suppliers
On-going assessment of third-party factories performance

In-process inspection is carried out at various stages of production to ensure that
each stage of work conforms to the requirements and specifications

Our quality assurance manager oversees the quality control of our products by
conducting regular visit to third-party factories

A 2 —

e Third-party inspections are carried out on product quality before shipment

Designated management staff are assigned to follow up and handle inquiries and compliants
(if any) of customers on a timely basis

—
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During the Reporting Period, we do not receive any significant quality defects or product claims or refunds or
returns from our customers regarding our products. We have also complied with the product safety standards and
trading conduct such as the “Trade Descriptions Ordinance” in Hong Kong and other laws and regulations in the
jurisdictions where the Group operates.

If our customer is dissatisfied with the quality of our products, we would investigate on a case by case basis and
negotiate with the customer to offer discounts or replenishment, but such incidents rarely occur.

Intellectual Property

We recognise the importance of protecting and enforcing our intellectual property rights, and strictly comply with
all relevant laws and regulations that have a significant impact on us, including but not limited to the “Trade Marks
Ordinance” and “Copyright Ordinance” in Hong Kong and “Trademark Law of the PRC” (F# A R EMEFIR%).

We have established practices and/or policies to avoid infringement of intellectual property rights, including:

1. We are committed to not using any design, logo or pictures where the intellectual property rights are not
granted to us;

2. We have entered into confidentiality agreements with our major third-party factories to protect our customers
and our own during the production processes;

3. For our Group’s designs, the Group generally retains the intellectual property rights of the designs or vest the
rights onto our customers as part of the agreed terms and conditions; and

4. Our directors are committed to registering intellectual property rights that are material to our business operation
under appropriate categories and in appropriate jurisdictions in consideration of related cost and benefits.

As at year ended 31 March 2020, we have eight registered trademarks in the European Union, the United States,
the United Kingdom, Hong Kong and the PRC which are material to our businesses.

During the Reporting Period, we have complied with all relevant laws and regulations in relation to intellectual
property rights applicable to the places where we operate. We are not aware of any material infringement of our
intellectual property rights and we believe that we have taken reasonable measures to prevent infringement of our
own intellectual property rights.

Data Privacy

In the course of our business operations, we only collect and maintain basic and public information of our customers’
backgrounds and any dispatch or use of such data for other purposes is strictly prohibited. On this basis, we consider
that we are exposed to a relatively low level of data privacy risk. Nevertheless, confidentiality is of utmost importance
to us, we have set up rules to handle confidential information and prohibit any leakage of information relating to
the Group or its customers to any external parties. Our practices of collecting, using and maintaining our customer
information are in line with the “Personal Data (Privacy) Ordinance” in Hong Kong.
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Integrity in Business

The Group strictly complies with all relevant laws and regulations over anti-corruption, including Hong Kong’s
“Prevention of Bribery Ordinance” and “Anti-Money Laundering and Counter-Terrorist Financing Ordinance” and
the PRC’s “Criminal Law of the PRC (% AR LFEF|%)” and “Anti-Money Laundering Law of the PRC (A
RHEMBESEEE).

The Employee Code of Conduct in the Employee Handbook outlines the expected business conduct and professional
ethics of employees. All employees are required to sign the employee’s code of conduct upon reading it. In particular,
we strictly prohibit any form of corruption, bribery or fraud in business. The Group also has an Anti-Fraud and
Whistle-Blowing Policy in place for the reporting of any concerns of complaints about malpractice, impropriety, or
wrongdoing. In any instances of misconduct, including breach of confidentiality or any conflicts of interest, acts of
bribery and corruption, disciplinary action will be applied to the employees found to be involved, and may extend
to further legal action.

During the Reporting Period, the Group is not involved in any legal cases regarding corruption and is not aware of
any bribery, extortion, fraud, money laundering or other violations.

Community Investment
In recognition of our social duty as a responsible corporate citizen, the Group is committed to building a healthy

and harmonious society, and continues to adopt sustainable practices throughout our operations. We also encourage
employees to take part in community services to foster sustainable harmony of a society.
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APPENDIX 1: SEHK ESG REPORTING GUIDE INDEX

Reference Section/
The Stock Exchange Reporting Guide General Disclosures Remark Comply or Explain
A.  Environmental
A1 Emissions
General Disclosure | Information on: Our Environmental | Complied
(@) the policies; and Aspect
(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to air
and greenhouse gas emissions, discharges into water
and land, and generation of hazardous and non-
hazardous waste.
KPI A1.1 The types of emissions and respective emissions data. Air Pollution Complied
Control
KPI A1.2 Greenhouse gas emissions in total (in tonnes) and, where | Greenhouse Complied
appropriate, intensity (e.g. per unit of production volume, | Gas Emissions
per facility). and Resource
Management
KPI A1.3 Total hazardous waste produced (in tonnes) and, where | Not applicable Explained
appropriate, intensity (e.g. per unit of production volume, | — Waste
per facility). generation is
considered
insignificant,
please refer
to the section
headed “Waste
Management”.
KPI A1.4 Total non-hazardous waste produced (in tonnes) and, where | Waste Complied
appropriate, intensity (e.g. per unit of production volume, | Management
per facility).
KPI A1.5 Description of measures to mitigate emissions and results | Greenhouse Complied
achieved. Gas Emissions
and Resource
Management
KPI A1.6 Description of how hazardous and non-hazardous wastes are | Waste Complied
handled, reduction initiatives and results achieved. Management
A2 Use of Resources
General Disclosure | Policies on the efficient use of resources, including energy, | Greenhouse Complied
water and other raw materials. Gas Emissions
and Resource
Management
KPI A2.1 Direct and/or indirect energy consumption by type (e.g. | Use of Resources | Complied
electricity, gas or oil) in total (kWh in '000s) and intensity
(e.g. per unit of production volume, per facility).
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The Stock Exchange Reporting Guide General Disclosures

Reference Section/
Remark

Comply or Explain

KPI A2.2 Water consumption in total and intensity (e.g. per unit of | Not applicable Explained
production volume, per facility). — water usage
is considered
insignificant,
please refer
to the section
headed “Water
Usage”.
KPI A2.3 Description of energy use efficiency initiatives and results | Use of Resources | Complied
achieved.
KPI A2.4 Description of whether there is any issue in sourcing water | Water Usage Complied
that is fit for purpose, water efficiency initiatives and results
achieved.
KPI A2.5 Total packaging material used for finished products (in | Not applicable Explained
tonnes) and, if applicable, with reference to per unit | — Packaging
produced. materials
used in our
operation were
insignificant.
A3 The Environment and Natural Resources
General Disclosure | Policies on minimizing the issuer’s significant impact on the | Use of Resources | Complied
environment and natural resources.
KPI A3.1 Description of the significant impacts of activities on the | Not applicable. Explained
environment and natural resources and the actions taken | We do not have
to manage them. significant impacts
of activities on the
environment and
natural resources.
B.  Social
B1  Employment
General Disclosure | Information on: Human Resources | Complied

(@) the policies; and

(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating
to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other
benefits and welfare.

Management and
Labour Standards
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The Stock Exchange Reporting Guide General Disclosures

Reference Section/
Remark

Comply or Explain

ensure its activities take into consideration the communities’
interests.

B2  Health and Safety
General Disclosure | Information on: Health and Safety | Complied
(@) the policies; and
(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
providing a safe working environment and protecting
employees from occupational hazards
B3  Development and Training
General Disclosure | Policies on improving employees’ knowledge and skills for | Staff Development | Complied
discharging duties at work. Description of training activities. | and Training
B4  Labour Standards
General Disclosure | Information on: Human Resources | Complied
(@) the policies; and Management and
(b)  compliance with relevant laws and regulations that | Labour Standards
have a significant impact on the issuer relating to
preventing child and forced labour.
B5  Supply Chain Management
General Disclosure | Policies on managing environmental and social risks of the | Supply Chain Complied
supply chain. Management
B6  Product Responsibility
General Disclosure | Information on: Product Complied
(@)  the policies; and Responsibility
(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
health and safety, advertising, labelling and privacy
matters relating to products and services provided and
methods of redress.
B7  Anti-corruption
General Disclosure | Information on: Integrity in Complied
(@)  the policies; and Business
(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
bribery, extortion, fraud and money laundering.
B8  Community Investment
General Disclosure | Policies on community engagement to understand the | Community Complied
needs of the communities where the issuer operates and to | Investment
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TO THE SHAREHOLDERS OF
SATU HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Satu Holdings Limited (the “Company”) and its subsidiaries
(the “Group”) set out on pages 61 to 110, which comprise the consolidated statement of financial position as at
31 March 2020, and the consolidated statement of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position
of the Group as at 31 March 2020, and of its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA”) and have been properly prepared in compliance with
the disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs”) issued by the HKICPA.
Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of
the Consolidated Financial Statements section of our report. We are independent of the Group in accordance with
the HKICPA’s Code of Ethics for Professional Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit
of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. The key audit matters we identified are:

Key Audit Matter

Inventory valuation and allowance

Refer to notes 5(e) and 21 to the consolidated financial
statements and the accounting policies in note 4(e) on
page 76.

At 31 March 2020, the Group held gross inventories of
approximately HK$1,749,000 (2019: HK$2,115,000) and
allowance for inventory of approximately HK$182,000
(2019: HK$273,000). As described in the accounting
policies in note 4(e) to the consolidated financial
statements, inventories are carried at the lower of cost
and net realisable value. As a result, the directors apply
judgement in determining the appropriate allowance
for obsolete stock based upon a detailed analysis of
obsolescence.

Impairment assessment of trade receivables

Refer to note 4(i), 4(p) and 22 to the consolidated financial
statements. As at 31 March 2020, the carrying amount
of trade receivables was approximately HK$7,082,000
which represented 17.9% of the Group’s net assets. The
Group’s trading terms with customers are ranged from 30
days to 120 days, depending on the creditworthiness of
customers and the existing relationship with the Group.

Loss allowances for trade receivables are based on
management’s estimate of the lifetime expected credit
losses to be incurred, which is estimated by taking into
account the credit loss experience, aging of overdue
trade receivables, customers’ repayment history and an
assessment of both the current and forecast general
economic conditions, all of which involve a significant
degree of management judgement. We identified
assessing the recoverability of trade receivable as key
audit matter because the assessment of the recoverability
of trade receivables and recognition of loss allowance are
inherently subjective and requires significant management
judgement, which increases the risk of error or potential
management bias.
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How our audit addressed the Key Audit Matter

Our procedures in relation to inventory valuation and
allowance included:

J Noting any slow moving and obsolete inventories
during our attendance of the inventory counts;

J Testing inventories to assess if they are stated at the
lower of cost or net realisable value by comparing
the actual sales value to the carrying value of
selected samples of inventories;

. Testing on a sample basis the inventory ageing
analysis of the Group at year end, and reviewing
subsequent usage and sales of inventories after year
end, taking into consideration the impact of changes
in technology and customers’ preference and our
knowledge of the Group’s business operations and
the industry in which the Group operates; and

. Discussed with the management in respect of
the adequacy of the allowance made by the
management based on aging analysis and individual
assessments.

Our procedures in relation to assessing the recoverability
of trade receivables included:

J Assessing whether trade receivables had been
appropriately grouped by management based on
their shared credit risk characteristics;

. Obtaining and examining the assessment report of
expected credit losses of trade receivables, prepared
by the external valuer engaged by the Group;

. Evaluating the independence, qualifications,
expertise and objectivity of the external valuer;

J Testing the accuracy and completeness of the data
used by the external valuer to develop the historical
loss rates and assessing the sufficiency, reliability
and relevance of that data;

J Testing the accuracy of the aging of trade receivables
on a sample basis to supporting documents; and

J Testing the calculation of expected credit loss
provisions applying the provision rates to the age
categories of the trade receivables outstanding at
the reporting date.
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OTHER INFORMATION

The directors are responsible for the Other Information. The Other Information comprises all of the information
included in the annual report other than the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the Other Information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the Other
Information and, in doing so, consider whether the Other Information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material misstatement of this Other Information, we
are required to report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated financial statements that give a true and fair
view in accordance with HKFRSs issued by the HKICPA and the disclosure requirements of 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.

In preparing the consolidated financial statements, the directors are responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the directors either intend to liquidate the Group or to cease operations, or have no
realistic alternative but to do so.

The Audit Committee assists the directors in discharging their responsibilities for overseeing the Group’s financial
reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. We report our opinion 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.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

J Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

J Obtain an understanding of internal control relevant to the audit 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

Group’s internal control.

J Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

. Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and performance of the group audit. We remain solely responsible for our audit
opinion.

We communicate with the Audit Committee, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Audit Committee, we determine those matters that were of most significance
in the audit of the consolidated financial statements of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Mr. Yam Tak Fai, Ronald.

RSM Hong Kong

Certified Public Accountants
Hong Kong

18 June 2020

60 SATU HOLDINGS LIMITED ¢ ANNUAL REPORT 2019/20



T ——

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the year ended 31 March 2020

Revenue

Cost of sales
Gross profit
Other income and net gains

Selling and distribution expenses
Administrative expenses

Loss from operations

Finance costs

Loss before tax

Income tax expense

Loss for the year attributable to owners of the Company

Loss per share
Basic and diluted

Note

10
117

16

2020 2019
HK$7000 HK$000
49,762 58,900
(36,913) (41,362)
12,849 17,538
766 2,623
(8,917) (11,650)
(15,783) (15,082)
(11,085) (6,571)
41) (25)
(11,126) (6,596)
(104) (428)
(11,230) (7,024)

(HK1.12 cents)

(HKO.70 cents)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 March 2020

2020 2019
HK$7000 HK$’000
Loss for the year (11,230) (7,024)
Other comprehensive income:
Items that may be reclassified to profit or loss:

Exchange differences on translating foreign operations (13) (19)
Other comprehensive income for the year, net of tax (13) (19)
Total comprehensive income for the year attributable to owners

of the Company (11,243) (7,043)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 March 2020

2020 2019
Note HK$000 HK$000
Non-current assets
Property, plant and equipment 17 2,431 7,225
Right-of-use assets 18 2,071 -
Deferred tax assets 19 = 88
4,502 7,313
Current assets
Inventories 21 1,567 1,842
Trade receivables 22 7,082 11,676
Prepayments, deposits and other receivables 23 939 1,386
Current tax assets = 1,362
Pledged bank deposit 24 = 125
Bank and cash balances 24 31,220 31,332
40,808 47,723
Current liabilities
Trade payables 25 954 914
Other payables and accruals 25 1,944 2,386
Contract liabilities 25 703 381
Lease liabilities 26 697 -
Finance lease payables 26 = 167
Current tax liabilities 23 9
4,321 3,857
Net current assets 36,487 43,866
Non-current liabilities
Lease liabilities 26 1,377 -
Finance lease payables 26 = 324
1,377 324
NET ASSETS 39,612 50,855
Capital and reserves
Share capital 27 10,000 10,000
Reserves 29,612 40,855
TOTAL EQUITY 39,612 50,855
Approved by the Board of Directors on 18 June 2020 and are signed on its behalf by:
Mr. She Leung Choi Ms. Chan Lai Yin
Executive Director Executive Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 March 2020

Foreign

currency

Share Other translation
capital reserve reserve

HK$000 HK$000 HK$000
(note 29()(i))  (note 29(b)(ii))

At 1 April 2018 10,000

Loss and total comprehensive income
for the year -

At 31 March 2019 and 1 April 2019

Loss and total comprehensive income
for the year

At 31 March 2020
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8 (10

- (19)

Share
premium
HK$000

Merger
reserve
HK$'000

(note 29(b)(iii))  (note 29(b)(iv))

36,793

(360)

(Accumulated
losses)/
Retained
earnings
HK$000

11,467

(7,024)

Total
equity
HK$'000

57,898

(7,043)
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 March 2020

CASH FLOW FROM OPERATING ACTIVITIES

Loss before tax
Adjustments for:
Depreciation on property, plant and equipment
Depreciation on right-of-use assets
Interest income
Finance costs
Allowance for slow-moving inventories, net
Gain on disposals of property, plant and equipment
Gain on disposals of right-of-use assets

Operating loss before working capital changes

Decrease in trade receivables

Increase in inventories

Decrease/(increase) in prepayments, deposits and other
receivables

Increase/(decrease) in trade payables

(Decrease)/Increase in other payables and accruals

Increase in contract liabilities

Cash used in operations
Income taxes refund/(paid)
Finance costs paid

Net cash used in operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Purchases of property, plant and equipment

Proceeds from disposals of property, plant and equipment
Proceeds from disposals of right-of-use assets

Decrease/(increase) in pledged bank deposit
Interest received

Net cash generated from/(used in) investing activities
CASH FLOW FROM FINANCING ACTIVITIES
Principal elements of lease payments

(2019: Repayment of finance lease payables)
Net cash used in financing activities
EFFECT OF FOREIGN EXCHANGE RATE CHANGES
NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT 1 APRIL
CASH AND CASH EQUIVALENTS AT 31 MARCH

ANALYSIS OF CASH AND CASH EQUIVALENTS
Bank and cash balances

Note

17
18

J&T11
J&T1T

17&33(a)

33(b)

2020 2019
HK$000 HK$000
(11,126) (6,596)
4,446 2,433
324 -
(463) (352)
41 25

579 273

(2) -

(48) -
(6,249) (4,217)
4,594 883
(304) (1,308)
447 2,585
42 (582)
(432) 1,066
322 229
(1,580) (1,344)
1,360 (1,347)
41) (25)
(261) (2,716)
(67) (7,627)

2 —

400 -
125 (125)
463 352
923 (7,400)
(750) (159)
(750) (159)
(24) (19)
112) (10,294)
31,332 41,626
31,220 31,332
31,220 31,332
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2020

66

GENERAL INFORMATION

Satu Holdings Limited (the “Company”) was incorporated in the Cayman Islands 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 on 27 March 2017 and its shares are listed on the GEM of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on 16 October 2017. The address of the registered office is Cricket Square,
Hutchins Drive, PO Box 2681, Grand Cayman, KY1-1111, Cayman Islands and the principal place of business
of the Company in Hong Kong is Unit 2504, 25/F, Nanyang Plaza, 57 Hung To Road, Kwun Tong, Kowloon,
Hong Kong.

The Company is an investment holding company, the Company and its subsidiaries (collectively the “Group”)
now comprising the Group are principally engaged in trading, designing of homeware products and E-commerce
business. Details of the principal activities of its subsidiaries are set out on note 20 to the consolidated financial
statements.

In the opinion of the directors of the Company, Hearthfire Limited, a company incorporated in the British Virgin
Islands (“BVI”), is the immediate and ultimate parent, and Mr. She Leung Choi (“Mr. She”) is the ultimate
controlling party of the Company.

BASIS OF PREPARATION

These consolidated financial statements have been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”). HKFRSs comprise Hong Kong Financial Reporting Standards (“HKFRS”); Hong Kong Accounting
Standards (“HKAS”); and Interpretations. These consolidated financial statements also comply with the applicable
disclosure provisions of the Rules Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM
Listing Rules”) and with the disclosure requirements of the Hong Kong Companies Ordinance (Cap. 622).
Significant accounting policies adopted by the Group are disclosed below.

The HKICPA has issued a number of new HKFRSs and amendments to HKFRSs that are first effective or
available for early adoption for the current accounting period of the Group. Note 3 to the consolidated financial
statements provides information on any changes in accounting policies resulting from initial application of
these developments to the extent that they are relevant to the Group for the current and prior years reflected
in these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2020

3.

ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS

(@)

Application of new and revised HKFRSs

The HKICPA has issued a new HKFRS, HKFRS 16 Leases, and a number of amendments to HKFRSs that
are first effective for the current accounting period of the Group.

Except for HKFRS 16, none of the developments have had a material effect on how the Group’s results
and financial position for the current or prior periods have been prepared or presented. The Group has
not applied any new standard or interpretation that is not yet effective for the current accounting period.

HKFRS 16 Leases

HKFRS 16 supersedes HKAS 17 Leases, and the related interpretations, HK(IFRIC) 4 Determining whether
an Arrangement contains a Lease, HK(SIC) 15 Operating Leases-Incentives and HK(SIC) 27 Evaluating the
Substance of Transactions Involving the Legal Form of a Lease. HKFRS 16 introduced a single accounting
model for lessees, which requires a lessee to recognise a right-of-use asset and a lease liability for all
leases, except for leases that have a lease term of 12 months or less and leases of low-value assets.

Lessor accounting under HKFRS 16 is substantially unchanged from HKAS 17. Lessors will continue to
classify leases as either operating or finance leases using similar principles as in HKAS 17. Therefore,
HKFRS 16 did not have an impact on leases where the Group is the lessor. The lessor accounting
requirements are brought forward from HKAS 17 substantially unchanged.

HKFRS 16 also introduces additional qualitative and quantitative disclosure requirements which aim to
enable users of the financial statements to assess the effect that leases have on the financial position,
financial performance and cash flows of an entity.

The Group has initially applied HKFRS 16 as from 1 April 2019. The Group has elected to use the
modified retrospective approach and has therefore recognised the cumulative effect of initial application
as an adjustment to the opening balance of equity at 1 April 2019. Comparative information has not
been restated and continues to be reported under HKAS 17.

Further details of the nature and effect of the changes to previous accounting policies and the transition
options applied are set out below:

(a)  New definition of a lease

The change in the definition of a lease mainly relates to the concept of control. HKFRS 16 defines
a lease on the basis of whether a customer controls the use of an identified asset for a period
of time, which may be determined by a defined amount of use. Control is conveyed where the
customer has both the right to direct the use of the identified asset and to obtain substantially all
of the economic benefits from that use.

The Group applies the new definition of a lease in HKFRS 16 only to contracts that were entered
into or changed on or after 1 April 2019. For contracts entered into before 1 April 2019, the Group
has used the transitional practical expedient to grandfather the previous assessment of which existing
arrangements are or contain leases. Accordingly, contracts that were previously assessed as leases
under HKAS 17 continue to be accounted for as leases under HKFRS 16 and contracts previously
assessed as non-lease service arrangements continue to be accounted for as executory contracts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2020

3.

68

ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS (CONTINUED)

(@)

Application of new and revised HKFRSs (Continued)

HKFRS 16 Leases (Continued)

(b)

Lessee accounting and transitional impact

HKFRS 16 eliminates the requirement for a lessee to classify leases as either operating leases or
finance leases, as was previously required by HKAS 17. Instead, the Group is required to capitalise
all leases when it is the lessee, including leases previously classified as operating leases under
HKAS 17, other than those short-term leases and leases of low-value assets which are exempt.

To ease the transition to HKFRS 16, the Group applied the following recognition exemption and
practical expedients at the date of initial application of HKFRS 16:

(i)  elected not to apply the requirements of HKFRS 16 in respect of the recognition of lease
liabilities and right-of-use assets to leases for which the remaining lease term ends within 12
months from the date of initial application of HKFRS 16, i.e. where the lease term ends on
or before 31 March 2020;

(i) applied a single discount rate to a portfolio of leases with a similar remaining term for similar
class of underlying assets in a similar economic environment. Specifically, discount rate for
certain leases of properties was determined on a portfolio basis;

(iii)  used hindsight based on facts and circumstances as at date of initial application in determining
the lease term for the Group’s leases with extension options;

(iv) excluded initial direct costs from measuring the right-of-use assets at the date of initial
application; and

(v)  relied on the assessment of whether leases are onerous by applying HKAS 37 as an alternative
to an impairment review.

For the purposes of measuring deferred tax for leasing transactions in which the Group recognises
the right-of-use assets and the related lease liabilities, the Group first determines whether the tax
deductions are attributable to the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are attributable to the lease liabilities, the Group
applies HKAS 12 Income Taxes requirements to right-of-use assets and lease liabilities separately.
Temporary differences relating to right-of-use assets and lease liabilities are not recognised at initial
recognition and over the lease terms due to application of the initial recognition exemption.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2020

3. ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS (CONTINUED)
(@) Application of new and revised HKFRSs (Continued)
HKFRS 16 Leases (Continued)

(b)  Lessee accounting and transitional impact (Continued)

The following table reconciles the operating lease commitments as disclosed in note 31 as at 31
March 2019 to the opening balance for lease liabilities recognised as at 1 April 2019:

HK$’000
Operating lease commitments disclosed as at 31 March 2019 2,277
Less: commitments relating to lease exempt from capitalisation:
— short-term leases and other leases with remaining lease term ending
on or before 31 March 2020 (2,128)
— adjustments as a result of a different treatment of extension and
termination options (149)
Present value of remaining lease payments, discounted using the
incremental borrowing rate as at 1 April 2019 -
Add: finance lease liabilities recognised as at 31 March 2019 491
Lease liabilities recognised as at 1 April 2019 491
Of which are:
Current lease liabilities 167
Non-current lease liabilities 324
491

So far as the impact of the adoption of HKFRS 16 on leases previously classified as finance leases
is concerned, the Group is not required to make any adjustments at the date of initial application
of HKFRS 16, other than changing the captions for the balances. Accordingly, instead of “Finance
leases payables”, these amounts are included within “Lease liabilities”, and the depreciated carrying
amount of the corresponding leased assets is identified as right-of-use assets. There is no impact
on the opening balance of equity.

The following table summarises the impacts of the adoption of HKFRS 16 on the Group’s
consolidated statement of financial position:

Effects of adoption of HKFRS 16

Line items in the

consolidated statement of Carrying Carrying
financial position impacted amount as at Re- amount as at
by the adoption of HKFRS 16 31 March 2019 classification 1 April 2019
Note HK$000 HK$000 HK$000

Assets
Right-of-use assets - 414 414
Property, plant and

equipment (i) 7,225 (414) 6,811
Liabilities
Lease liabilities - 491 491
Finance lease payables (if) 491 (491) -
Note:

(i) In relation to assets previously under finance leases, the Group re-categorises the carrying amount of the relevant assets
which were still leased as at 1 April 2019 amounting to HK$414,000 as right-of-use assets.

(ii) The Group reclassified the obligation under finance leases of HK$167,000 and HK$324,000 to lease liabilities as current
and non-current liabilities respectively at 1 April 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2020

3.

70

ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS (CONTINUED)

(@)

Application of new and revised HKFRSs (Continued)

HKFRS 16 Leases (Continued)

(c)

Impact of the financial results and cash flows of the Group

After the initial recognition of right-of-use assets and lease liabilities as at 1 April 2019, the Group
as a lessee is required to recognise interest expense accrued on the outstanding balance of the lease
liability, and the depreciation of the right-of-use asset, instead of the previous policy of recognising
rental expenses incurred under operating leases on a straight-line basis over the lease term. This
results in a positive impact on the reported profit from operations in the Group’s consolidated
statement of profit or loss, as compared to the results if HKAS 17 had been applied during the year.

In the consolidated statement of cash flows, the Group as a lessee is required to split rentals
paid under capitalised leases into their principal element and interest element (note 33(b)). These
elements are classified as financing cash outflows, similar to how leases previously classified as
finance lease under HKAS 17 were treated, rather than as operating cash outflows, as was the
case for operating leases under HKAS 17. Although total cash flows are unaffected, the adoption
of HKFRS 16 therefore results in a significant change in presentation of cash flows within the cash
flow statement (note 33(c)).

The following tables give an indication of the estimated impact of the adoption of HKFRS 16 on the
Group's financial result and cash flows for the year ended 31 March 2020, by adjusting the amounts
reported under HKFRS 16 in these consolidated financial statements to compute estimates of the
hypothetical amounts that would have been recognised under HKAS 17 if this superseded standard
had continued to apply in 2020 instead of HKFRS 16, and by comparing these hypothetical amounts
for 2020 with the actual 2019 corresponding amounts which were prepared under HKAS 17.

2020 2019
Deduct:
Estimated
amounts Compared
Add back: related to Hypothetical to amounts
Amounts  HKFRS 16 operating amounts reported
reported depreciation  lease as if for 2020 for 2019
under and interest under  as if under under
HKFRS 16 expense HKAS 17 HKAS 17 HKAS 17
HK$7000 HK$7000 HK$7000 HK$7000 HK$000
(note 1)
Financial result for year ended
31 March 2020 impacted by
the adoption of HKFRS 16:
Loss from operation (11,085) 154 (160) (11,091) (6,571)
Finance costs 41) 11 = 30) (25)
Loss before tax (11,126) 165 (160) (11,121) (6,596)
Loss for the year (11,230) 165 (160) (11,225) (7,024)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2020

3. ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS (CONTINUED)

(@) Application of new and revised HKFRSs (Continued)

HKFRS 16 Leases (Continued)

(c)  Impact of the financial results and cash flows of the Group (Continued)

Line items in the consolidated cash flow
statement for year ended 31 March
2020 impacted by the adoption of
HKFRS 16:

Cash used in operations

Interest element of lease rentals paid

Net cash used in operating activities

Capital element of lease rentals paid

Net cash used in financing activities

2020 2019
Estimated
amounts Compared
related to  Hypothetical to amounts
Amounts operating amounts reported
reported leases as if for 2020 for 2019
under under as if under under
HKFRS 16 HKAS 17 HKAS 17 HKAS 17
HK$7000 HK$7000 HK$7000 HK$°000
(notes 1&2)
(1,580) (160) (1,740) (1,344)
41) 11 (30) (25)
(261) (149) 410) (2,716)
(750) 149 (601) (159)
(750) 149 (601) (159)

Note 1: The “estimated amounts related to operating leases” is an estimate of the amounts of the cash flows in 2020 that
relate to leases which would have been classified as operating leases, if HKAS 17 had still applied in 2020. This
estimate assumes that there were no difference between rentals and cash flows and that all of the new leases entered
into in 2020 would have been classified as operating leases under HKAS 17, if HKAS 17 had still applied in 2020.

Any potential net tax effect is ignored.

Note 2: In this impact table these cash outflows are reclassified from financing to operating in order to compute hypothetical
amounts of net cash used in operating activities and net cash used in financing activities as if HKAS 17 still applied.
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3.

72

ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS (CONTINUED)

(b)

New and revised HKFRSs in issue but not yet effective

The Group has not early applied new and revised HKFRSs that have been issued but are not yet effective
for the financial year beginning 1 April 2019. These new and revised HKFRSs include the following
which may be relevant to the Group.

Effective for
accounting periods
beginning on or after

Amendments to HKFRS 3 Definition of a Business 1 January 2020
Amendments to HKAS 1 and HKAS 8 Definition of Material 1 January 2020

Amendments to HKFRS 9, HKAS 39 and HKFRS 7 Interest Rate Benchmark
Reform 1 January 2020

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 consolidated financial statements.

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared under the historical cost convention.

The preparation of financial statements in conformity with HKFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgment in the process of applying the Group’s
accounting policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions
and estimates are significant to the consolidated financial statements are disclosed in note 5.

The significant accounting policies applied in the preparation of these consolidated financial statements are
set out below.

(@)

Consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries
made up to 31 March. Subsidiaries are entities over which the Group has control. 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. The Group has power over an
entity when the Group has existing rights that give it the current ability to direct the relevant activities,
i.e. activities that significantly affect the entity’s returns.

When assessing control, the Group considers its potential voting rights as well as potential voting rights
held by other parties. A potential voting right is considered only if the holder has the practical ability
to exercise that right.

Subsidiaries are consolidated from the date on which control is transferred to the Group. They are de-
consolidated from the date the control ceases.

The gain or loss on the disposal of a subsidiary that results in a loss of control represents the difference
between (i) the fair value of the consideration of the sale plus the fair value of any investment retained
in that subsidiary; and (ii) the Company’s share of the net assets of that subsidiary and any accumulated
foreign currency translation reserve relating to that subsidiary.

Intra-group transactions, balances and unrealised profits are eliminated. Unrealised losses are also
eliminated unless the transaction provides evidence of an impairment of the asset transferred. Accounting
policies of subsidiaries have been changed where necessary to ensure consistency with the policies
adopted by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2020

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(@)

(b)

Consolidation (Continued)

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

Foreign currency translation

)

(ii)

(iii)

Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using
the currency of the primary economic environment in which the entity operates (the “functional
currency”). The consolidated financial statements are presented in Hong Kong dollars (“HKD"),
which is the Company’s functional and presentation currency.

Transactions and balances in each entity’s financial statements

Transactions in foreign currencies are translated into the functional currency on initial recognition
using the exchange rates prevailing on the transaction dates. Monetary assets and liabilities in
foreign currencies are translated at the exchange rates at the end of each reporting period. Gains
and losses resulting from this translation policy are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates at the dates of the initial transactions. Non-monetary items that are
measured at fair value in foreign currencies are translated using the exchange rates at the dates
when the fair values are determined.

When a gain or loss on a non-monetary item is recognised in other comprehensive income, any
exchange component of that gain or loss is recognised in other comprehensive income. When a
gain or loss on a non-monetary item is recognised in profit or loss, any exchange component of
that gain or loss is recognised in profit or loss.

Translation on consolidation

The results and financial position of all the Group entities that have a functional currency different
from the Company’s presentation currency are translated into the Company’s presentation currency
as follows:

- Assets and liabilities for each statement of financial position presented are translated at the
closing rate at the date of that statement of financial position;

- Income and expenses are translated at average exchange rates for the period (unless this
average is not a reasonable approximation of the cumulative effect of the rates prevailing
on the transaction dates, in which case income and expenses are translated at the exchange
rates on the transaction dates); and

- All resulting exchange differences are recognised in other comprehensive income and
accumulated in the foreign currency translation reserve.

On consolidation, exchange differences arising from the translation of monetary items that form part of
the net investment in foreign entities are recognised in other comprehensive income and accumulated
in the foreign currency translation reserve. When a foreign operation is sold, such exchange differences
are reclassified to consolidated profit or loss as part of the gain or loss on disposal.
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4.

74

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(o)

(d)

Property, plant and equipment

Property, plant and equipment held for use in the supply of goods or services, or for administrative
purpose, are stated in the consolidated statement of financial position at cost, less subsequent accumulated
depreciation and subsequent accumulated impairment losses, if any.

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

Depreciation of property, plant and equipment is calculated at rates sufficient to write off their cost over
the estimated useful lives on a straight-line basis. The principal annual rates as follows:

Leasehold improvements Over the lease term
Furniture and equipment 20%
Motor vehicles 30%
Computer equipment 33.3%

The useful lives and depreciation method are reviewed and adjusted, if appropriate, at the end of each
reporting period.

The gain or loss on disposal of property, plant and equipment is the difference between the net sales
proceeds and the carrying amount of the relevant asset, and is recognised in profit or loss.

Leases

At inception of a contract, the Group assesses whether the contract is, or contains, a lease. A contract is,
or contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration. Control is conveyed where the customer has both the right to
direct the use of the identified asset and to obtain substantially all of the economic benefits from that use.

The Group as a lessee
Policy applicable from 1 January 2019

Where the contract contains lease component(s) and non-lease component(s), the Group has elected not
to separate non-lease components and accounts for each lease component and any associated non-lease
components as a single lease component for all leases.

At the lease commencement date, the Group recognises a right-of-use asset and a lease liability, except
for short-term leases that have a lease term of 12 months or less and leases of low-value assets which,
for the Group are primarily laptops and office furniture. When the Group enters into a lease in respect
of a low-value asset, the Group decides whether to capitalise the lease on a lease-by-lease basis. The
lease payments associated with those leases which are not capitalised are recognised as an expense on
a systematic basis over the lease term.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(d)

Leases (Continued)
The Group as a lessee (Continued)
Policy applicable from 1 January 2019 (Continued)

Where the lease is capitalised, the lease liability is initially recognised at the present value of the lease
payments payable over the lease term, discounted using the interest rate implicit in the lease or, if that
rate cannot be readily determined, using a relevant incremental borrowing rate. After initial recognition,
the lease liability is measured at amortised cost and interest expense is calculated using the effective
interest method. Variable lease payments that do not depend on an index or rate are not included in
the measurement of the lease liability and hence are charged to profit or loss in the accounting period
in which they are incurred.

The right-of-use asset recognised when a lease is capitalised is initially measured at cost, which comprises
the initial amount of the lease liability plus any lease payments made at or before the commencement date,
and any initial direct costs incurred. Where applicable, the cost of the right-of-use assets also includes
an estimate of costs to dismantle and remove the underlying asset or to restore the underlying asset or
the site on which it is located, discounted to their present value, less any lease incentives received. The
right-of-use asset is subsequently stated at cost less accumulated depreciation and impairment losses.

Right-of-use assets in which the Group is reasonably certain to obtain ownership of the underlying leased
assets at the end of the lease term are depreciated from commencement date to the end of the useful
life. Otherwise, right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated
useful life and the lease term.

When the Group obtains ownership of the underlying leased assets at the end of the lease term, upon
exercising purchase options, the cost of the relevant right-of-use assets and the related accumulated
depreciation and impairment loss are transferred to property, plant and equipment/the carrying amount
of the relevant right-of-use asset is transferred to property, plant and equipment.

Refundable rental deposits paid are accounted under HKFRS 9 and initially measured at fair value.
Adjustments to fair value at initial recognition are considered as additional lease payments and included
in the cost of right-of-use assets.

The lease liability is remeasured when there is a change in future lease payments arising from a change
in an index or rate, or there is a change in the Group’s estimate of the amount expected to be payable
under a residual value guarantee, or there is a change arising from the reassessment of whether the
Group will be reasonably certain to exercise a purchase, extension or termination option. When the
lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of
the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has
been reduced to zero.

The Group presents right-of-use assets and lease liabilities separately in the consolidated statement of
financial position.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(d)

(e)

®

Leases (Continued)
The Group as a lessee (Continued)

Policy prior to 1 January 2019

In the comparative period, as a lessee the Group classified leases as finance leases if the leases transferred
substantially all the risks and rewards of ownership to the group. Leases which did not transfer substantially
all the risks and rewards of ownership to the Group were classified as operating leases.

Where the Group acquired the use of assets under finance leases, the amounts representing the fair value
of the leased asset, or, if lower, the present value of the minimum lease payments, of such assets were
recognised as property, plant and equipment and the corresponding liabilities, net of finance charges,
were recorded as obligations under finance leases. Depreciation was provided at rates which wrote off
the cost or valuation of the assets over the term of the relevant lease or, where it was likely the Group
would obtain ownership of the asset, the life of the asset. Finance charges implicit in the lease payments
were charged to profit or loss over the period of the leases so as to produce an approximately constant
periodic rate of charge on the remaining balance of the obligations for each accounting period. Contingent
rentals were charged to profit or loss in the accounting period in which they were incurred.

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

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted
average basis. The cost comprises all costs of purchase 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.

Contract assets and contract liabilities

Contract asset is recognised when the Group recognises revenue before being unconditionally entitled
to the consideration under the payment terms set out in the contract. Contract assets are assessed for
expected credit losses (“ECL”) in accordance with the policy set out in note 4(p) and are reclassified to
receivables when the right to the consideration has become unconditional.

A contract liability is recognised when the customer pays consideration before the Group recognises the
related revenue. A contract liability would also be recognised if the group has an unconditional right to
receive consideration before the Group recognizes the related revenue. In such cases, a corresponding
receivable would also be recognised.

For a single contract with the customer, either a net contract asset or a net contract liability is presented.
For multiple contracts, contract assets and contract liabilities of unrelated contracts are not presented
on a net basis.

When the contract includes a significant financing component, the contract balance includes interest
accrued under the effective interest method.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(€]

(h)

Recognition and derecognition of financial instruments

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

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

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

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged,
cancelled or have expired. The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable, including any non-cash assets transferred or
liabilities assumed, is recognised in profit or loss.

Financial assets

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the time frame established by regulation or convention in the marketplace. All recognised
financial assets are measured subsequently in their entirety at either amortised cost or fair value, depending
on the classification of the financial assets.

Debt investments
Debt investments held by the Group are classified into one of the following measurement categories:

- amortised cost, if the investment is held for the collection of contractual cash flows which represent
solely payments of principal and interest. Interest income from the investment is calculated using
the effective interest method.

- FVTOCI - recycling, if the contractual cash flows of the investment comprise solely payments
of principal and interest and the investment is held within a business model whose objective is
achieved by both the collection of contractual cash flows and sale. Changes in fair value are
recognised in other comprehensive income, except for the recognition in profit or loss of ECL,
interest income (calculated using the effective interest method) and foreign exchange gains and
losses. When the investment is derecognised, the amount accumulated in other comprehensive
income is recycled from equity to profit or loss.

- FVTPL if the investment does not meet the criteria for being measured at amortised cost or FVTOCI

(recycling). Changes in the fair value of the investment (including interest) are recognised in profit
or loss.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(h)

@

()

(k)

Financial assets (Continued)
Equity investments

An investment in equity securities is classified as FVTPL unless the equity investment is not held for
trading purposes and on initial recognition of the investment the Group makes an election to designate
the investment at FVTOCI (non-recycling) such that subsequent changes in fair value are recognised in
other comprehensive income. Such elections are made on an instrument-by-instrument basis, but may
only be made if the investment meets the definition of equity from the issuer’s perspective. Where
such an election is made, the amount accumulated in other comprehensive income remains in the fair
value reserve (non-recycling) until the investment is disposed of. At the time of disposal, the amount
accumulated in the fair value reserve (non-recycling) is transferred to retained earnings. It is not recycled
through profit or loss. Dividends from an investment in equity securities, irrespective of whether classified
as at FVTPL or FVTOCI, are recognised in profit or loss as other income.

Trade and other receivables

A receivable is recognised when the group has an unconditional right to receive consideration. A right
to receive consideration is unconditional if only the passage of time is required before payment of that
consideration is due. If revenue has been recognised before the group has an unconditional right to
receive consideration, the amount is presented as a contract asset.

Receivables are stated at amortised cost using the effective interest method less allowance for credit losses.
Cash and cash equivalents

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

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability and an equity instrument under
HKFRSs. An equity instrument is any contract that evidences a residual interest in the assets of the Group
after deducting all of its liabilities. The accounting policies adopted for specific financial liabilities and
equity instruments are set out below.

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

(i) Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of direct
issue costs.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(U]

(m)

Revenue and other income

Revenue is recognised when control over a product or service is transferred to the customer, at the
amount of promised consideration to which the Group is expected to be entitled, excluding those amounts
collected on behalf of third parties. Revenue excludes value added tax or other sales taxes and is after
deduction of any trade discounts.

Revenue from the sale goods through e-commerce platforms is recognised at a point in time when
control of the goods has transferred to a customer, which is the point of homeware products received

by the customer.

Revenue from the sale of homeware products is recognised at a point in time when control of the goods
has transferred to customer upon delivery of homeware products.

Packaging, sample and design income are recognised over time when services rendered.

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

Employment benefits

(i)  Employee leave entitlements
Employee entitlements to annual leave and long service leave are recognised when they accrue to
employees. A provision is made for the estimated liability for annual leave and long service leave
as a result of services rendered by employees up to the end of the reporting period.
Employee entitlements to sick leave and maternity leave are not recognised until the time of leave.

(ii)  Pension obligation
The Group contributes to defined contribution retirement schemes which are available to all
employees in Hong Kong. Contributions to the schemes by the Group and employees are calculated
as a percentage of employees’ basic salaries. The retirement benefit scheme cost charged to profit
or loss represents contributions payable by the Group to the funds.
The employees of the Group’s subsidiaries in the People’s Republic of China (the “PRC”) are
required to participate in a central pension scheme operated by the local municipal government.
The subsidiaries operating in the PRC are required to contribute a certain percentage of their payroll
costs to the central pension scheme. Contributions to the central pension scheme are charged to

the profit or loss when incurred.

@iii) Termination benefits

Termination benefits are recognised at the earlier of the dates when the Group can no longer
withdraw the offer of those benefits and when the Group recognises restructuring costs and involves
the payment of termination benefits.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(n)

Taxation
Income tax represents the sum of the current tax and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit
recognised in profit or loss because of items of income or expense that are taxable or deductible in other
years and items that are never taxable or deductible. The Group’s liability for current tax is calculated
using tax rates that have been enacted or substantively enacted by the end of the reporting period.

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

Deferred tax liabilities are recognised for taxable temporary differences arising on investment in a
subsidiary, except where the Group is able to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable future.

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

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset is realised, based on tax rates that have been enacted or substantively enacted by the
end of the reporting period. Deferred tax is recognised in profit or loss, except when it relates to items
recognised in other comprehensive income or directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in equity.

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

For the purposes of measuring deferred tax for leasing transactions in which the Group recognises the
right-of-use assets and the related lease liabilities, the Group first determines whether the tax deductions
are attributable to the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are attributable to the lease liabilities, the Group
applies HKAS 12 requirements to right-of-use assets and lease liabilities separately. Temporary differences
relating to right-of-use assets and lease liabilities are not recognised at initial recognition and over the
lease terms due to application of the initial recognition exemption.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
tax assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Group intends to settle its current tax assets and liabilities on a net basis.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(o)

(p)

Impairment of non-financial assets

The carrying amounts of non-financial assets are reviewed at each reporting date for indications of
impairment and where an asset is impaired, it is written down as an expense through the consolidated
statement of profit or loss to its estimated recoverable amount. The recoverable amount is determined
for an individual asset, unless the asset does not generate cash inflows that are largely independent of
those from other assets or groups of assets. If this is the case, recoverable amount is determined for the
cash-generating unit to which the asset belongs. Recoverable amount is the higher of value in use and
the fair value less costs of disposal of the individual asset or the cash-generating unit.

Value in use is the present value of the estimated future cash flows of the asset/cash-generating unit.
Present values are computed using pre-tax discount rates that reflect the time value of money and the
risks specific to the asset/cash-generating unit whose impairment is being measured.

Impairment losses for cash-generating units are allocated pro rata amongst the other assets of the cash-
generating unit. Subsequent increases in the recoverable amount caused by changes in estimates are
credited to profit or loss to the extent that they reverse the impairment.

Impairment of financial assets

The Group recognises allowance for impairment for ECL on trade receivables. The amount of ECL is
updated at each reporting date to reflect changes in credit risk since initial recognition of the respective
financial instrument.

The Group always recognises lifetime ECL for trade receivables. The ECL on this financial asset is estimated
using a provision matrix based on the Group’s historical credit loss experience, adjusted for factors that are
specific to the debtors, general economic conditions and an assessment of both the current as well as the
forecast direction of conditions at the reporting date, including time value of money where appropriate.

For other financial assets, the Group recognises lifetime ECL when there has been a significant increase
in credit risk since initial recognition. However, if the credit risk on the financial instrument has not
increased significantly since initial recognition, the Group measures the loss allowance for that financial
instrument at an amount equal to 12-month ECL.

Lifetime ECL represents the ECL that will result from all possible default events over the expected life of
a financial instrument. In contrast, 12-month ECL represents the portion of lifetime ECL that is expected
to result from default events on a financial instrument that are possible within 12 months after the
reporting date.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recognition, the Group compares the risk of a default occurring on the financial instrument at the
reporting date with the risk of a default occurring on the financial instrument at the date of initial
recognition. In making this assessment, the Group considers both quantitative and qualitative information
that is reasonable and supportable, including historical experience and forward-looking information that
is available without undue cost or effort. Forward-looking information considered includes the future
prospects of the industries in which the Group’s debtors operate, obtained from economic expert reports,
financial analysts, governmental bodies, relevant think-tanks and other similar organisations, as well as
consideration of various external sources of actual and forecast economic information that relate to the
Group’s core operations.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(p)

Impairment of financial assets (Continued)
Significant increase in credit risk (Continued)

In particular, the following information is taken into account when assessing whether credit risk has
increased significantly since initial recognition:

- an actual or expected significant deterioration in the financial instrument’s external (if available)
or internal credit rating;

- significant deterioration in external market indicators of credit risk for a particular financial
instrument;

- existing or forecast adverse changes in business, financial or economic conditions that are expected
to cause a significant decrease in the debtor’s ability to meet its debt obligations;

- an actual or expected significant deterioration in the operating results of the debtor;
- significant increases in credit risk on other financial instruments of the same debtor; and

- an actual or expected significant adverse change in the regulatory, economic, or technological
environment of the debtor that results in a significant decrease in the debtor’s ability to meet its
debt obligation.

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk on a financial
asset has increased significantly since initial recognition when contractual payments are more than 30
days past due, unless the Group has reasonable and supportable information that demonstrates otherwise.

Despite the foregoing, the Group assumes that the credit risk on a financial instrument has not increased
significantly since initial recognition if the financial instrument is determined to have low credit risk at
the reporting date. A financial instrument is determined to have low credit risk if:

(i) The financial instrument has a low risk of default;

(i) The debtor has a strong capacity to meet its contractual cash flow obligations in the near term;
and

(iii)  Adverse changes in economic and business conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfil its contractual cash flow obligations.

The Group considers a financial asset to have low credit risk when the asset has external credit rating
of “investment grade” in accordance with the globally understood definition or if an external rating is
not available, the asset has an internal rating of “performing”. Performing means that the counterparty
has a strong financial position and there is no past due amounts.

The Group regularly monitors the effectiveness of the criteria used to identify whether there has been a
significant increase in credit risk and revises them as appropriate to ensure that the criteria are capable
of identifying significant increase in credit risk before the amount becomes past due.
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(p)

Impairment of financial assets (Continued)
Definition of default

The Group considers the following as constituting an event of default for internal credit risk management
purposes as historical experience indicates that receivables that meet either of the following criteria are
generally not recoverable:

- when there is a breach of financial covenants by the counterparty; or

- information developed internally or obtained from external sources indicates that the debtor is
unlikely to pay its creditors, including the Group, in full (without taking into account any collaterals
held by the Group).

Irrespective of the above analysis, the Group considers that default has occurred when a financial asset is
more than 90 days past due unless the Group has reasonable and supportable information to demonstrate
that a more lagging default criterion is more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on the

estimated future cash flows of that financial asset have occurred. Evidence that a financial asset is credit-

impaired includes observable data about the following events:

- significant financial difficulty of the debtor;

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

- the lender(s) of the counterparty, for economic or contractual reasons relating to the counterparty’s
financial difficulty, having granted to the counterparty a concession(s) that the lender(s) would not

otherwise consider;

- it is becoming probable that the borrower will enter into bankruptcy or other financial reorganisation;
or

- the disappearance of an active market for that financial asset because of financial difficulties.
Write-off policy

The Group writes off a financial asset when there is information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect of recovery, including when the debtor has been
placed under liquidation or has entered into bankruptcy proceedings, or in the case of trade receivables,
when the amounts are over two years past due, whichever occurs sooner. Financial assets written off
may still be subject to enforcement activities under the Group’s recovery procedures, taking into account
legal advice where appropriate. Any recoveries made are recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(p)

(q)

(r)

Impairment of financial assets (Continued)
Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given default (i.e. the magnitude
of the loss if there is a default) and the exposure at default. The assessment of the probability of default
and loss given default is based on historical data adjusted by forward-looking information as described
above. As for the exposure at default, for financial assets, this is represented by the assets’ gross carrying
amount at the reporting date.

For financial assets, the ECL is estimated as the difference between all contractual cash flows that are due
to the Group in accordance with the contract and all the cash flows that the Group expects to receive,
discounted at the original effective interest rate.

If the Group has measured the loss allowance for a financial instrument at an amount equal to lifetime
ECL in the previous reporting period, but determines at the current reporting date that the conditions for
lifetime ECL are no longer met, the Group measures the loss allowance at an amount equal to 12-month
ECL at the current reporting date, except for assets for which simplified approach was used.

The Group recognises an impairment gain or loss in profit or loss for all financial instruments with
a corresponding adjustment to their carrying amount through a loss allowance account, except for
investments in debt instruments that are measured at FVTOCI, for which the loss allowance is recognised
in other comprehensive income and accumulated in the investment revaluation reserve, and does not
reduce the carrying amount of the financial asset in the statement of financial position.

Provision and contingent liabilities

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

Events after the reporting period

Events after the reporting period that provide additional information about the Group’s position at the end
of the reporting period are adjusting events and are reflected in the consolidated financial statements.
Events after the reporting period that are not adjusting events are disclosed in the notes to the consolidated
financial statements when material.
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5. CRITICAL JUDGEMENTS AND KEY ESTIMATES

Critical judgements in applying accounting policies

In the process of applying the accounting policies, the directors have made the following judgements that have
the most significant effect on the amounts recognised in the consolidated financial statements (apart from those
involving estimations, which are dealt with below).

@

(b)

Significant increase in credit risk

ECL are measured as an allowance equal to 12-month ECL for stage 1 assets, or lifetime ECL for stage 2
or stage 3 assets. An asset moves to stage 2 when its credit risk has increased significantly since initial
recognition. HKFRS 9 does not define what constitutes a significant increase in credit risk. In assessing
whether the credit risk of an asset has significantly increased the Group takes into account qualitative
and quantitative reasonable and supportable forward looking information.

Determining the lease term

In determining the lease term at the commencement date for leases that include renewal options
exercisable by the Group, the Group evaluates the likelihood of exercising the renewal options taking
into account all relevant facts and circumstances that create an economic incentive for the Group to
exercise the option, including favourable terms, leasehold improvements undertaken and the importance
of that underlying asset to the Group’s operation.

Generally, periods covered by an extension option in other properties leases have not been included in the
lease liability because the Group could replace the assets without significant cost or business disruption.

The lease term is reassessed when there is a significant event or significant change in circumstance that
is within the Group’s control. During the current financial year, no lease term has been reassessed.

Key sources of estimation uncertainty

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

(©

Impairment of property, plant and equipment and right-of-use assets

Property, plant and equipment and right-of-use assets are stated at costs less accumulated depreciation
and impairment, if any. In determining whether an asset is impaired, the Group has to exercise judgment
and make estimation, particularly in assessing: (1) whether an event has occurred or any indicators that
may affect the asset value; (2) whether the carrying value of an asset can be supported by the recoverable
amount, in the case of value in use, the net present value of future cash flows which are estimated based
upon the continued use of the asset; and (3) the appropriate key assumptions to be applied in estimating
the recoverable amounts including cash flow projections and an appropriate discount rate. When it is
not possible to estimate the recoverable amount of an individual asset (including right-of-use assets),
the Group estimates the recoverable amount of the cash-generating unit to which the assets belongs.
Changing the assumptions and estimates, including the discount rates or the growth rate in the cash flow
projections, could materially affect the net present value used in the impairment test.

The carrying amounts of property, plant and equipment and right-of-use assets as at 31 March 2020 were

approximately HK$2,431,000 (2019: HK$7,225,000) and approximately HK$2,071,000 (2019: HK$Nil)
respectively.
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CRITICAL JUDGEMENTS AND KEY ESTIMATES (CONTINUED)

Key sources of estimation uncertainty (Continued)

(d)

(e)

®

Impairment of trade receivables

The management of the Group estimates the amount of impairment loss for ECL on trade receivables
based on the credit risk of trade receivables. The amount of the impairment loss based on ECL model is
measured as the difference between all contractual cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group expects to receive, discounted at the effective
interest rate determined at initial recognition. Where the future cash flows are less than expected, or
being revised downward due to changes in facts and circumstances, a material impairment loss may arise.

There were no impairment for trade receivables for the years ended 31 March 2020 and 2019 and
the carrying amount of trade receivables as at 31 March 2020 was approximately HK$7,082,000
(2019:HK$11,676,000).

Allowance for slow-moving inventories

Allowance for slow-moving inventories is made based on the aging and estimated net realisable value of
inventories. The assessment of the allowance amount involves judgement and estimates. Where the actual
outcome in future is different from the original estimate, such difference will impact the carrying value
of inventories and allowance charge/write-back in the period in which such estimate has been changed.

An allowance of approximately HK$182,000 for slowing-moving inventories was made for the year ended
31 March 2020 (2019: HK$273,000).

Income tax

The Group is subject to income taxes in several jurisdictions. Significant estimates are required in
determining the provision for income taxes. There are many transactions and calculations for which
the ultimate tax determination is uncertain during the ordinary course of business. Where the final tax
outcome of these matters is different from the amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the period in which such determination is made.
During the year, approximately HK$104,000 (2019: HK$428,000) of income tax was charged to profit
or loss based on the estimated profit.

FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks: foreign currency risk, credit risk, liquidity risk and
interest rate risk. The Group’s overall risk management programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the Group’s financial performance.

(@)

Foreign currency risk

The Group has certain exposure to foreign currency risk as most of its business transactions, assets and
liabilities are principally denominated in HKD, Renminbi (“RMB”), British Pound (“GBP”) and United
States Dollars (“USD”). The Group currently does not have a foreign currency hedging policy in respect
of foreign currency transactions, assets and liabilities. The Group monitors its foreign currency exposure
closely and will consider hedging significant foreign currency exposure should the need arise.
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6.

FINANCIAL RISK MANAGEMENT (CONTINUED)

(@)

Foreign currency risk (Continued)

The Group’s foreign currency denominated financial assets and liabilities, translated into HKD at the
prevailing closing rates at the end of the year, are as follows:

Exposure to foreign currencies
HKD RMB usD GBP Others Total
HK$’000  HK$000 HK$000 HK$000 HK$'000 HK$000

At 31 March 2020

Financial assets 5,369 369 32,463 157 141 38,499
Financial liabilities 1,476 452 954 — 16 2,898
At 31 March 2019

Financial assets 15,460 546 27,120 117 79 43,322
Financial liabilities 1,532 855 906 - 7 3,300

(i) Represent the amount less than HK$1,000.
Sensitivity analysis

The following table indicates the approximate change in the Group’s loss after tax and accumulated
losses in response to reasonably possible changes in the foreign exchange rates of RMB and GBP to
which the Group has significant exposure at the end of the reporting period. The sensitivity analysis of
the Group’s exposure to foreign currency risk at the end of the reporting period has been determined
based on the change taking place at the beginning of the year and held constant throughout the year.

Increase/ Effect on
(decrease) loss after tax
in foreign and accumulated Effect on
exchange rate losses equity
HK$000 HK$000
Group
At 31 March 2020
RMB 7% 17) 12
RMB (7 %) 17 (12)
GBP 7% 9 -
GBP (7 %) 9 =
At 31 March 2019
RMB 7% (38) 24
RMB (7%) 38 (24)
GBP 8% 8 -
GBP (8%) (8) -

As HKD is pegged to USD, the directors considered that the foreign currency risk exposure between
HKD and USD is limited.

The sensitivity analysis of the Group’s exposure to foreign currency risk at the reporting date has been
determined based on the hypothetical changes in foreign exchange rates which are commensurate with
historical fluctuation during the year. The assumed changes represent directors’ assessment of reasonably
possible changes in foreign exchange rates over the period until the next reporting date.
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FINANCIAL RISK MANAGEMENT (CONTINUED)

(b)

Credit risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument,
leading to a financial loss. The Group is exposed to credit risk from its operating activities (primarily trade
receivables) and from its financing activities, including deposits with banks and financial institutions. The
Group’s exposure to credit risk arising from cash and cash equivalents is limited because the counterparties
are banks and financial institution with high credit-rating assigned by international credit-rating agencies,
for which the Group considers to have low credit risk.

Trade receivables

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer rather than the industry or country in which the customers operate and therefore significant
concentrations of credit risk primarily arise when the Group has significant exposure to individual
customers. The Group’s largest customer shared nearly 32.7% (2019: 35.0%) of the trade receivables at
the end of each reporting period. The Group has policies and procedures to monitor the collection of
the trade receivables to limit the exposure to the non-recovery of the receivables and there is no recent
history of default for the Group's largest customer.

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 due within 30 days to 120 days from
the date of billing. Normally, the Group does not obtain collateral from customers.

The Group measures loss allowances for trade receivables at an amount equal to lifetime ECLs, which
is calculated using a provision matrix. As the Group’s historical credit loss experience does not indicate
significantly different loss patterns for different customer segments, the loss allowance based on past due
status is not further distinguished between the Group’s different customer bases. The Group assessed that
there is no significant loss allowance recognised in accordance with HKFRS 9 as at 31 March 2020.

Expected loss rates are based on actual loss experience over the past 3 years. These rates are adjusted
to reflect differences between economic conditions during the period over which the historic data has
been collected, current conditions and the Group’s view of economic conditions over the expected lives
of the receivables.

Cash and bank balances
For cash and bank balances, the Group has assessed that they are mainly placed with banks with high

credit rating with no recent history of default in relation to these financial institutions and concluded
that the expected credit loss rate for these balances is immaterial.
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6. FINANCIAL RISK MANAGEMENT (CONTINUED)
(c) Liquidity risk

The Group’s policy is to regularly monitor its current and expected liquidity requirements to ensure that
it maintains sufficient reserves of cash to meet its liquidity requirements in the short and longer term.

The maturity analysis based on contractual undiscounted cash flows of the Group’s non-derivative
financial liabilities is as follows:

Maturity Analysis - undiscounted cash outflows

Less than  Between  Between Total
1 year or on 1 and 2 and Over undiscounted Carrying
demand 2 years 5 years 5 years cash flow amount
HK$000  HK$'000  HK$'000  HK$'000 HK$000 HK$000
At 31 March 2020
Trade payables 954 = = = 954 954
Other payables and accruals 1,944 = = = 1,944 1,944
Lease liabilities 746 746 674 - 2,166 2,074
At 31 March 2019
Trade payables 914 - - - 914 914
Other payables and accruals 2,386 = = = 2,386 2,386
Finance lease payables 184 184 153 - 521 491

(d) Interest rate risk

As the Group has no sufficient interest-bearing assets and liabilities, the Group’s operating cash flows
are substantially independent of changes in market interest rates.

The Group’s exposure to interest rate risk arises from its bank deposits. These deposits bear interests at
variable rates that varied with the then prevailing market condition.

(e) Categories of financial instruments at 31 March

2020 2019
HK$7000 HK$000
Financial assets:
Financial assets measured at amortised cost 38,499 43,322
Financial liabilities:
Financial liabilities at amortised cost 2,898 3,300

(f)  Fair values

The carrying amounts of the Group’s financial assets and financial liabilities as reflected in the consolidated
statement of financial position approximate their respective fair values.
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REVENUE AND SEGMENT INFORMATION

Revenue and other income and net gains recognised during the year are as follows:

2020 2019
HK$7000 HK$000
Revenue

Sales of homeware products 49,762 58,900

Other income and net gains
Interest income 463 352
Packaging income 115 197
Sample and design income 105 133
Gain on disposals of right-of-use assets 48 -
Gain on disposals of property, plant and equipment 2 -
Exchange (loss)/gain, net (226) 1,494
Others 259 447
766 2,623

Segment information

The executive Directors of the Company, being the chief operating decision maker, regularly review revenue
analysis by customers and by locations. The executive Directors of the Company consider the operating
activities of designing and trading of homeware products as a single operating segment. The operating segment
has been identified on the basis of internal management reports prepared and is regularly reviewed by the
executive Directors of the Company. The executive Directors of the Company review the overall results, assets
and liabilities of the Group as a whole to make decisions about resources allocation. Accordingly, no analysis
of this single operating segment is presented.

Geographical information

Revenue from external customers, based on location of delivery to customers is as follows:

2020 2019

HK$’000 HK$’000

United Kingdom 18,971 22,220
United States 6,127 7,077
Denmark 5,247 11,203
France 4,762 4,450
Poland 3,610 1,621
Australia 3,423 2,536
Germany 1,292 1,067
Switzerland 1,122 1,119
Italy 1,111 1,596
Others 4,097 6,011
49,762 58,900
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7. REVENUE AND SEGMENT INFORMATION (CONTINUED)

An analysis of the Group’s non-current assets by their physical geographical location is as follows:

2020 2019
HK$000 HK$000
Hong Kong 2,182 591
PRC 2,079 6,250
Others 241 384
4,502 7,225
Information about major customers
Revenue from a customer contributing over 10% of the total revenue of the Group is as follows:
2020 2019
HK$’000 HK$000
Customer A N/A? 9,716
Customer B 13,868 11,123
Customer C 8,026 7,966
Customer D N/A? 6,376
! The corresponding revenue did not contribute over 10% of the total revenue of the Group.
COST OF SALES
2020 2019
HK$’000 HK$000
Allowance for slow-moving inventories, net 579 273
Consumable materials 39 169
Cost of homeware products 32,619 37,470
Goods handling charges 2,204 2,216
Packing expenses 972 917
Others 500 317
36,913 41,362
FINANCE COSTS
2020 2019
HK$000 HK$000
Interest on lease liabilities 41 -
Finance lease charges = 25
41 25
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INCOME TAX EXPENSE

Income tax has been recognised in profit or loss as following:

2020 2019
HK$7000 HK$’000
Current tax
— Hong Kong Profits Tax
Provision for the year 14 9
Under-provision in prior year = 406
14 415
— PRC Enterprise Income Tax
Under-provision in prior year 2 -
2 —
Deferred tax (note 19) 88 13
104 428

The Company was incorporated in the Cayman Islands and B & C Industries (BVI) Limited (“B&C BVI") was
incorporated in the BVI that are tax exempted as no business was carried on in the Cayman Islands and the
BVI under the tax laws of the Cayman Islands and the BVI.

Under the two-tiered profits tax regime, profits tax rate for the first HK$2 million of assessable profits of
qualifying corporations established in Hong Kong will be lowered to 8.25%, and profits above that amount
will be subject to the tax rate of 16.5%.

Tax charge on profits assessable elsewhere has been calculated at the rates of tax prevailing in the countries
in which the Group operates, based on existing legislation, interpretation and practices in respect thereof.

No provision for PRC Enterprise Income Tax has been made in the consolidated financial statements for the
year ended 31 March 2020 since the Group has either sufficient tax losses brought forward to set off against
current year’s assessable profit or no estimated assessable profit for the year.

The reconciliation between the income tax expense and the product of loss before tax multiplied by the Hong
Kong Profits Tax rate is as follows:

2020 2019

HK$7000 HK$000

Loss before tax (11,126) (6,596)
Tax at the Hong Kong Profits Tax rate of 16.5% (2019: 16.5%) (1,835) (1,088)
Tax effect of income that is not taxable (85) (51)
Tax effect of expenses that are not deductible 337 419
Tax effect of temporary differences not recognised 758 5
Under provision in prior year 2 406
Tax effect of utilisation of tax losses not previously recognised 17) (6)
Tax losses not recognised 949 767
Tax concession (7) (27)
Effect of different tax rates of subsidiaries 2 3
Income tax expense 104 428
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10.

11.

12.

INCOME TAX EXPENSE (CONTINUED)

At the end of the reporting period, the Group has estimated unused tax loss for subsidiaries incorporated in
Hong Kong of approximately HK$10,498,000 (2019: HK$5,171,000) available for offset against future profits.
No deferred tax asset has been recognised in respect of the unused tax losses due to the unpredictability of
future profit. The tax losses may be carried forward indefinitely.

At the end of the reporting period, the Group has estimated unused tax losses for subsidiaries incorporated
in the PRC of approximately HK$154,000 (2019: HK$778,000) available for offset against future profits. No
deferred tax asset has been recognised in respect of the unused tax losses due to the unpredictability of future
profit streams.

As at 31 March 2020, the Group’s tax losses for subsidiaries incorporated in the PRC will expire in the
following years:

2020 2019
HK$’000 HK$000
In 2022 20 20
In 2021 134 134
In 2020 - 624
154 778
LOSS FOR THE YEAR
The Group’s loss for the year is stated after charging/(crediting) the following:
2020 2019
HK$000 HK$’000
Auditor’s remuneration 700 710
Allowance for slow-moving inventories, net 579 273
Cost of homeware products 32,619 37,470
Depreciation on right-of-use assets 324 -
Depreciation on property, plant and equipment 4,446 2,433
Foreign exchange loss/(gain), net 226 (1,494)
Gain on disposals of right-of-use assets 48 -
Gain on disposals of property, plant and equipment 2 -
Operating lease charges in respect of:
— Office premises 2,131 2,532
- Warehouse 264 67

EMPLOYEE BENEFITS EXPENSES

The Group’s employee benefits expenses (excluding Directors’ emoluments) recognised are as follows:

2020 2019

HK$7000 HK$000

Salaries, bonuses and allowances 6,039 7,090
Retirement benefit scheme contributions 342 388
6,381 7,478
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EMPLOYEE BENEFITS EXPENSES (CONTINUED)
Five highest paid individuals
The five highest paid individuals in the Group during the year included three (2019: three) directors whose

emoluments are reflected in the analysis presented in note 13. The emoluments of the remaining two (2019:
two) individuals are set out below:

2020 2019

HK$7000 HK$’000

Salaries, bonuses and allowances 1,060 1,202
Retirement benefit scheme contributions 34 34
1,094 1,236

The emoluments fell within the following band:

Number of individuals
2020 2019

Nil to HK$1,000,000 2 2

During the year, no emoluments were paid by the Group to the above highest paid individuals as (i) an
inducement to join or upon joining the Group or (ii) as compensation for loss of office.

BENEFITS AND INTERESTS OF DIRECTORS
(@) Directors’ emoluments

The remuneration of every director is set out below:

Retirement
Salaries, benefit
bonuses and scheme
Fees allowances contributions Total
HK$’000 HK$7000 HK$7000 HK$7000
Year ended 31 March 2020
Executive director:
Mr. She Leung Choi = 770 18 788
Mr. She Leung Ngai Alex = 585 18 603
Ms. Chan Lai Yin - 700 18 718
= 2,055 54 2,109
Independent non-executive director:
Mr. Ho Kim Ching 120 - - 120
Mr. Chan Ching Sum Sam 120 = = 120
Ms. Fan Pui Shan 120 - - 120
360 = = 360
360 2,055 54 2,469

SATU HOLDINGS LIMITED ¢ ANNUAL REPORT 2019/20



T T ———

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2020

13. BENEFITS AND INTERESTS OF DIRECTORS (CONTINUED)

(@)

(b)

()

Directors’ emoluments (Continued)

Retirement
Salaries, benefit
bonuses and scheme
Fees allowances  contributions Total
HK$’000 HK$’000 HK$000 HK$000
Year ended 31 March 2019
Executive director:
Mr. She Leung Choi - 650 18 668
Mr. She Leung Ngai Alex - 520 18 538
Ms. Chan Lai Yin - 585 18 603
- 1,755 54 1,809
Independent non-executive director:
Mr. Ho Kim Ching 120 - - 120
Mr. Chan Ching Sum Sam 120 - - 120
Ms. Fan Pui Shan 120 - - 120
360 - - 360
360 1,755 54 2,169

During the year, no emoluments were paid by the Group to the directors as an inducement to join or
upon joining the Group or as compensation for loss of office.

No director has waived or agreed to waive any emoluments for the years ended 31 March 2020 and 2019.

Information about loans, quasi-loans and other dealings in favour of directors, controlled bodies
corporate and connected entities

No loans, quasi-loans and other dealings entered into by the Company or subsidiary undertaking of the
Company in favour of directors.

Directors’ material interests in transactions, arrangement or contracts
Save as disclosed in note 32 to the consolidated financial statements, no transactions, arrangements and
contracts in relation to the Group’s business to which the Company was a party and in which a director

of the Company and the director’s connected party has a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.
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14. DIVIDENDS
No dividends were paid, declared or proposed during the year ended 31 March 2020 and 2019.
15. RETIREMENT BENEFIT SCHEME

The Group operates a mandatory provident fund scheme (the “MPF Scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for all qualifying employees in Hong Kong. The Group’s contributions to
the MPF Scheme are calculated at 5% of the salaries and wages subject to a monthly maximum amount of
contribution of HK$1,500 per employee and vest fully with employees when contributed into the MPF Scheme.

The employees of the Group’s subsidiaries established in the PRC are members of a central pension scheme
operated by the local municipal government. Each subsidiary is required to contribute certain percentage of
the employees’ basic salaries and wages to the central pension scheme to fund the retirement benefits. The
local municipal government undertakes to assume the retirement benefits obligations of all existing and future
retired employees of this subsidiary. The only obligation of the subsidiary with respect to the central pension
scheme is to meet the required contributions under the scheme.

16. LOSS PER SHARE

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

2020 2019
HK$7000 HK$000
Earnings
Loss attributable to owners of the Company 11,230 7,024
Number of shares 000 ‘000
Weighted average number of ordinary shares for the purpose of
calculation of basic loss per share 1,000,000 1,000,000

The diluted loss per share is equal to the basic loss per share as there were no dilutive potential ordinary
share in issue during the years ended 31 March 2020 and 2019.

96 SATU HOLDINGS LIMITED ¢ ANNUAL REPORT 2019/20



T P—

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2020

17.

PROPERTY, PLANT AND EQUIPMENT

Leasehold  Furniture and Motor Computer
improvements equipment vehicles equipment Total
HK$'000 HK$000 HK$000 HK$000 HK$000
Cost
At 1 April 2018 1,314 553 1,157 - 3,024
Additions 5,322 2,818 - 446 8,586
Exchange differences - 3) - - 3)
At 31 March 2019 and 1 April 2019 6,636 3,368 1,157 446 11,607
Reclassification due to adoption of
HKFRS16 (note 3) - - (827) - (827)
Additions 27 40 - - 67
Disposals - - (330) - (330)
Exchange differences - 2) - - (2)
At 31 March 2020 6,663 3,406 - 446 10,515
Accumulated depreciation and
impairment
At 1 April 2018 1,123 332 495 - 1,950
Charge for the year 1,855 268 248 62 2,433
Exchange differences - M - - (1)
At 31 March 2019 and 1 April 2019 2,978 599 743 62 4,382
Reclassification due to adoption of
HKFRS16 (note 3) - - (413) - (413)
Charge for the year 3,665 632 - 149 4,446
Disposals - - (330) - (330)
Exchange differences - M - - (1)
At 31 March 2020 6,643 1,230 - 211 8,084
Net book value
At 31 March 2020 20 2,176 - 235 2,431
At 31 March 2019 3,658 2,769 414 384 7,225

At 31 March 2019 the carrying amount of a motor vehicle held by the Group under finance leases amounted

to HK$414,000.
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18. RIGHT-OF-USE ASSETS

Leased Motor

property vehicles Total
HK$’000 HK$000 HK$’000
At 1 April 2019 (note 3) - 414 414
Additions (note 33(b)) 1,853 480 2,333
Depreciation (154) (170) (324)
Disposals - (352) (352)
At 31 March 2020 1,699 372 2,071
2020
HK$7000
Depreciation expenses on right-of-use assets 324
Interest expense on lease liabilities (included in finance cost) 41

Expenses relating to short-term lease (included in selling and distribution expenses
and administrative expenses) 2,395

Details of total cash outflow for leases is set out in note 33(c).

For both years, the Group leases office premises for its administration and operations. Lease contract is entered
into for fixed term of 3 years (2019: 3). Certain leases of motor vehicles were accounted for as finance leases
during the year ended 31 March 2019 and carried an average interest rate of 5.44% per annum. Lease terms
are negotiated on an individual basis and contain a wide range of different terms and conditions. In determining
the lease term and assessing the length of the non-cancellable period, the Group applies the definition of a
contract and determines the period for which the contract is enforceable.

19. DEFERRED TAX ASSETS

The following are deferred tax assets recognised by the Group:

Accelerated tax
depreciation

HK$’000
At 1 April 2018 101
Charge to consolidated profit or loss for the year (note 10) (13)
At 31 March 2019 and 1 April 2019 88
Charge to consolidated profit or loss for the year (note 10) (88)

At 31 March 2020 -
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PARTICULARS OF THE SUBSIDIARIES

Particulars of the subsidiaries as at 31 March 2020 are as follows:

Name

B&C BVI

B & C Industries Limited
(“B&C HK")

Satu Brown
International Limited
(“Satu Brown HK”)

South Technology
(International) Limited
(“South Technology
HK")

Creative Fine

International Limited

Fancy Master
International Limited

Shooting Star
International Limited

Principal country of

operation/country
of incorporation/
kind of legal entity

BVI/Limited liability
company

Hong Kong/Limited
liability company

Hong Kong/Limited
liability company

Hong Kong/Limited
liability company

Hong Kong/Limited
liability company

Hong Kong/Limited
liability company

Hong Kong/Limited
liability company

Satu Fashion Products PRC/Wholly
(Shenzhen) Company foreign-owned
Limited* (ZEFF =AM enterprise

(Y BRAR)

South Technology PRC/Wholly
Business (Shenzhen) foreign-owned
Company Limited* enterprise
(EEEFEH CRI)

BRAR])
* For identification purpose only

Particular of
issued share
capital

uSD1

10,000 ordinary
shares of
HK$1 each

10,000 ordinary
shares of
HK$1 each

100 ordinary
shares of
HK$1 each

100 ordinary
shares of
HK$1 each

100 ordinary
shares of
HK$1 each

100 ordinary
shares of
HK$1 each

RMB500,000

RMB350,000

Percentage of
ownership interest/
voting power/
profit sharing

Direct Indirect

100% -

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

Principal activities

Investment holding

Designing,
developing and
sales of homeware
products

Designing and
e-commerce
business

Designing and
e-commerce
business

E-commerce
business

E-commerce
business

E-commerce
business

Designing of “Satu
Brown” products

Marketing and sales
of homeware
products

As at 31 March 2020, the bank and cash balances of the Group’s subsidiaries in the PRC denominated in RMB
amounted to approximately HK$330,000 (2019: HK$502,000). Conversion of the RMB into foreign currency is
subject to the PRC’s Foreign Exchange Control Regulations and Administration of Settlement, Sale and Payment
of Foreign Exchange Regulations.
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21. INVENTORIES

2020 2019
HK$7000 HK$’000
Finished goods 1,567 1,842

As at 31 March 2020, the carrying values of inventories are HK$1,567,000 (2019: HK$1,842,000), which are
net of provision of obsolete and slow-moving inventories of HK$182,000 (2019: HK$273,000).

None of the inventories are expected to be recovered after more than twelve months from 31 March 2020.

22. TRADE RECEIVABLES

2020 2019
HK$’000 HK$’000
Trade receivables 7,082 11,676

The Group’s credit terms generally range from 30 to 120 days. For new customers, payment in advance is
normally required. The Group seeks to maintain strict control over its outstanding receivables. Overdue balances
are reviewed regularly by the directors.

The aging analysis of trade receivables, based on the delivery date, is as follows:

2020 2019

HK$7000 HK$000

0 to 30 days 2,506 3,077
31 to 60 days 154 468
61 to 120 days 4,422 8,131
7,082 11,676

The Group does not hold any collateral as security or other credit enhancements over these balances.

As of 31 March 2020, trade receivables of approximately HK$317,000 (2019: HK$1,314,000) were past due
but not impaired. These relate to a number of independent customers of whom there is no recent history of
default. The ageing analysis of these trade receivables is as follows:

2020 2019
HK$7000 HK$’000
0 to 30 days 317 1,314

The Group applied simplified approach to provide the ECL prescribed by HKFRS 9. The impairment methodology
is set out in note 4 to the consolidated financial statements.
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For the year ended 31 March 2020

22. TRADE RECEIVABLES (CONTINUED)

The estimated loss rates are estimated based on historical observed default rates over the expected life of the
debtors and are adjusted for forward-looking information that is available without undue cost or effort.

As of 31 March 2020 and 2019, when assessing the ECL associated with trade receivables, the Group estimated
the ECL rate is close to zero on the current trade receivables and trade receivables aged within 30 days.

The carrying amounts of the Group’s trade receivables are denominated in the following currencies:

2020 2019
HK$’000 HK$’000
GBP = 7
usD 7,038 11,665
RMB 34 -
Others 10 4
7,082 11,676
(i) Represent the amount less than HK$1,000.
23. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES
2020 2019
HK$’000 HK$’000
Prepayments
Goods purchased 188 85
Administrative and operating expenses 554 1,112
742 1,197
Deposits
Rental deposits 189 181
Utility deposits 8 8
197 189
939 1,386

SATU HOLDINGS LIMITED * ANNUAL REPORT 2019/20 101



P

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2020

24. PLEDGED BANK DEPOSIT AND BANK AND CASH BALANCES

The carrying amounts of the Group’s pledged bank deposit and bank and cash balances are denominated in
the following currencies:

2020 2019
HK$7000 HK$000
usD 25,425 15,454
HKD 5,172 15,272
RMB 335 546
GBP 157 110
Others 131 75
31,220 31,457
Analysis by:
Pledged bank deposit = 125
Bank and cash balances 31,220 31,332
31,220 31,457
25. TRADE AND OTHER PAYABLES, ACCRUALS AND CONTRACT LIABILITIES

2020 2019
HK$7000 HK$’000
Trade payables 954 914

Other payables and accruals
Accrued staff costs 589 615
Accrued administrative and operating expenses 1,327 1,762
Others 28 9
1,944 2,386
Contract liabilities 703 381
3,601 3,681

The aging analysis of trade payables, based on the date of receipt of goods, is as follows:

2020 2019

HK$7000 HK$000

0 to 90 days 813 898
91 to 180 days 96 3
Over 180 days 45 13
954 914

The credit period ranges from 0 to 30 days.
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25.

TRADE AND OTHER PAYABLES, ACCRUALS AND CONTRACT LIABILITIES (CONTINUED)

There were no significant changes in the contract liabilities balances during the reporting period.

Contract liabilities represent receipt in advance from customers and the movement during the year is as below:

2020 2019

HK$’000 HK$’000

Balance at 1 April 381 152
Decrease in contract liabilities as a result of recognising revenue

during the year was included in the contract liabilities at the

beginning of the period (381) (152)
Increase in contract liabilities as a result of billing in advance of

sales of goods 703 381

Balance at 31 March 703 381

The carrying amounts of the Group’s trade, other payables and accruals and contract liabilities are denominated

in the following currencies:

2020 2019

HK$000 HK$000

HKD 1,476 1,533
uUSD 1,657 1,286
RMB 452 855
GBP ) _
Others 16 7
3,601 3,681

(i) Represent the amount less than HK$1,000.
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26. LEASE LIABILITIES (2019: FINANCE LEASE PAYABLES)

Present value of minimum

Minimum lease payments lease payments

2020 2019 2020 2019

HK$7000 HK$000 HK$000 HK$’000

Within one year 746 184 697 167

In the second to fifth years, inclusive 1,420 337 1,377 324

2,166 521 2,074 491

Less: Future finance charges 92) (30) N/A N/A

Present value of lease obligations 2,074 491 2,074 491

Less: Amount due for settlement within

12 months (shown under current

liabilities) (697) (167)

Amount due for settlement after 12 months 1,377 324

It is the Group’s policy to lease certain of its motor vehicles under finance leases. The lease term is 5 years.
At 31 March 2020, the effective borrowing rate was 4.85% (2019: 5.44%). Interest rate is fixed at the contract
date and thus expose the Group to fair value interest rate risk. Lease is on a fixed repayment basis and no
arrangements have been entered into for contingent rental payments. At the end of each lease term, the Group
has the option to purchase the motor vehicle at a nominal price.

The Group has initially applied HKFRS 16 using the modified retrospective approach and adjusted the opening
balances at 1 April 2019 to recognise lease liabilities relating to leases which were previously classified as
operating leases under HKAS 17. These liabilities have been aggregated with the brought forward balances
relating to leases previously classified as finance leases. Comparative information as at 31 March 2019 has not
been restated and relates solely to leases previously classified as finance leases. Further details on the impact
of the transition to HKFRS 16 are set out in note 3.

All lease liabilities (2019: finance lease payables) are denominated in HKD.
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27. SHARE CAPITAL

Number of
shares Amount
HK$000
Authorised:
Ordinary shares of HK$0.01 each
At 1 April 2018, 31 March 2019, 1 April 2019 and
31 March 2020 10,000,000,000 100,000
Issued and fully paid:
Ordinary shares of HK$0.01 each
At 1 April 2018, 31 March 2019, 1 April 2019 and
31 March 2020 1,000,000,000 10,000

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern and to maximise the return to the shareholders through the optimisation of the debt and equity balance.

The Group sets the amount of capital in proportion to risk. The Group manages the capital structure and makes
adjustments to it in the light of changes in economic conditions and the risk characteristics of the underlying
assets. In order to maintain or adjust the capital structure, the Group may adjust the payment of dividends,
issue new shares, buy back shares, raise new debts, redeem existing debts or sell assets to reduce debts.

The Group monitors capital using a gearing ratio, which is the Group’s total debts (comprising lease liabilities)
over its total equity. The Group’s policy is to keep the gearing ratio at a reasonable level. The Group’s gearing
ratios as at 31 March 2020 was 5.2% (2019: 1.0%). The increase in the gearing ratio of the Group is primarily
from the increase in the balance of lease liabilities as at 31 March 2020.

The only externally imposed capital requirement for the Group is in order to maintain its listing on the Stock
Exchange it has to have a public float of at least 25% of the shares. Based on the information that is publicly
available to the Company and within the knowledge of the directors, the Company has maintained sufficient
public float as required by the GEM Listing Rules. As at 31 March 2020, 25% of the shares were in public hands.
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28. STATEMENT OF FINANCIAL POSITION AND RESERVE MOVEMENT OF THE COMPANY

(@) Statement of financial position of the Company

2020 2019
Note HK$7000 HK$000
Non-current assets
Investment in a subsidiary 380 380
Current assets
Prepayments 239 378
Amounts due from group companies 1,921 11,499
Bank and cash balances 22,418 12,604
24,578 24,481
Current liabilities
Amount due to a subsidiary 4,511 -
Accruals 260 289
4,771 289
Net current assets 19,807 24,192
NET ASSETS 20,187 24,572
Capital and reserves
Share capital 27 10,000 10,000
Reserves 28(b) 10,187 14,572
TOTAL EQUITY 20,187 24,572

Approved by the Board of Directors on 18 June 2020 and are signed on its behalf by:

Mr. She Leung Choi Ms. Chan Lai Yin
Executive Director Executive Director

106 SATU HOLDINGS LIMITED ¢ ANNUAL REPORT 2019/20



T T —

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2020

28. STATEMENT OF FINANCIAL POSITION AND RESERVE MOVEMENT OF THE COMPANY (CONTINUED)

(b)

29. RESERVES

(@)

(b)

Reserve movement of the Company

Share Retained
premium earnings Total
HK$000 HK$000 HK$000
(note 29(b)(iif))
At 1 April 2018 36,793 (14,234) 22,559
Loss and total comprehensive income for the year - (7,987) (7,987)
At 31 March 2019 and 1 April 2019 36,793 (22,221) 14,572
Loss and total comprehensive income for the year - (4,385) (4,385)
At 31 March 2020 36,793 (26,606) 10,187

Group

The amounts of the Group’s reserves and the movements therein are presented in the consolidated
statement of profit or loss and other comprehensive income and consolidated statement of changes in

equity.

Nature and purpose of reserves

)

(ii)

(iii)

(iv)

Other reserve

The other reserve represents the amount of the registered capital of an enterprise received that
exceeds its registered capital.

Foreign currency translation reserve

The foreign currency translation reserve comprises all foreign exchange differences arising from the
translation of the financial statements of foreign operations. The reserve is dealt with in accordance
with the accounting policies set out in note 4(b) to the consolidated financial statements.

Share premium

Under the Companies Law of the Cayman Islands, the funds in the share premium account of the
Company are distributable to the shareholders of the Company provided that immediately following
the date on which the dividend is proposed to be distributed, the Company will be in a position
to pay off its debts as they fall due in the ordinary course of business.

Merger reserve

The merger reserve of the Group represents the difference between the nominal value of shares of

B&C HK, Satu Brown HK and South Technology HK acquired pursuant to the Group Reorganisation
over the nominal value of the share capital of the Company issued in exchange therefor.
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30.

31.

32.

108

CONTINGENT LIABILITIES
As at 31 March 2020, the Group did not have any significant contingent liabilities.
OPERATING LEASE ARRANGEMENT

At 31 March 2019, the total future minimum lease payments under non-cancellable operating leases are
payable as follows:

2019

HK$000

Within one year 2,128
In the second to fifth years inclusive 149
2,277

Operating lease payments represent rentals payable by the Group for its office premises. Leases are negotiated
for an average term of 3 years and rentals are fixed over the lease terms and do not include contingent rentals.

RELATED PARTY TRANSACTIONS

(@) In addition to those related party transactions and balances disclosed elsewhere in the consolidated
financial statements, the Group had the following transactions with its related parties during the year:

2020 2019
HK$’000 HK$000
Rental expense to Pansino Homeware (Shenzhen) Co., Ltd*

(REXRERG OFY) BBR2AF) (“Pansino Shenzhen”) (note 1) 1,527 1,672
Sales of motor vehicle to Mr. She (note 2) 400 -
Note:

1. Mr. She is interested in this transaction to the extent that he is the beneficial owner of Pansino Shenzhen.
2. The sales proceeds of motor vehicle from Mr. She was based on the market value and resulting in a gain on disposal of

HK$48,000 recorded.

*  For identification purpose only

(b)  The remuneration of directors and other members of key management during the year was as follows:

2020 2019
HK$7000 HK$000
Short-term benefits 2,854 2,710
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33. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

(@) Major non-cash transaction

No addition to property, plant and equipment during the year (2019: HK$959,000) was settled by offsetting
deposits paid for property, plant and equipment.

(b) Reconciliation of liabilities arising from financing activities
The table below details changes in the Group’s liabilities arising from financing activities, including both
cash and non-cash changes. Liabilities arising from financing activities are those for which cash flows

were, or future cash flows will be, classified in the Group’s consolidated statement of cash flows as cash
flows from financing activities.

Non-cash changes

Impact
on initial Restated
application balance Finance  Additions
1 April on at 1 April costs of lease 31 March
2019  HKFRS 16 2019 Cash flows recognised liabilities 2020
HK$000 HK$'000 HK$000 HK$000 HK$'000 HK$000 HK$000
(note 3) (note 9)  (note 18)
Finance lease
payables 491 (491) - - - - -
Lease liabilities - 491 491 (791) 41 2,333 2,074
491 - 491 (791) 41 2,333 2,074
Non-cash changes
Acquisition
Finance  of property,
1 April Loan costs plant and 31 March
2018  Cash flows  assignment  recognised  equipment 2019

HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
(note 9) (note 17)

Finance lease payables 650 (184) - 25 - 491
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33. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
(c) Total cash outflow for leases

Amounts included in the cash flow statements for leases comprise the following:

2020 2019

HK$’000 HK$000

Within operating cash flows 2,436 2,624

Within investing cash flows 750 159

Within financing cash flows 3,186 2,783
These amounts relate to the following:

2020 2019

HK$’000 HK$000

Lease rental paid 2,395 2,599

Principal elements of lease payments 750 159

Interest of lease payments 41 25

3,186 2,783

34. EVENTS AFTER THE REPORTING PERIOD

Since the novel coronavirus (“COVID-19”) continues to spread throughout the world, the operations of certain
suppliers and customers of the Group, in particular, the supply chain and customer orders had been impacted,
but they had gradually restored their operations ever since. Hence, COVID-19 has not resulted in any material
impact on the Group up to the date of this report. The degree of the COVID-19 impact may vary depending
on the situation of the development of the epidemic and the implementation of preventive measures. Given
the dynamic nature of these circumstances, the Group will continuously evaluate the COVID-19 impact (if
any) on the revenue and financial results of the Group for the year 2021 and make timely disclosure of any
important matters.
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