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Sitoy Group Holdings Limited (the “Company”) and its subsidiaries
(together, the “Group” or “Sitoy Group”) are one of the world’s
leading manufacturers of branded high-end and luxury handbags,
small leather goods and travel goods and a brand distributor in
Greater China. The Group is principally engaged in design, research,
development, manufacturing, sale, retailing and wholesales of
handbags, small leather goods, travel goods and footwear products,
provision of advertising and marketing services, and property
investment. Since 2011, the Group has entered into the rapidly growing
China handbag retailing market and become a vertically integrated
handbag and small leather goods company. Now the Group is also the
exclusive licensee for three international renounced fashion brands,
Bruno Magli, Cole Haan and Kenneth Cole in Greater China and
Hong Kong.
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ABOUT BRUNO MAGLI

Bruno Magli Fall Winter 2017

In 1936, after learning the art of shoemaking
from their grandfather, Bruno Magli and his
siblings, Marino and Maria, began crafting
women’s shoes in a small basement in Bologna,
Italy. Bruno’s imagination and creativity
produced beautifully crafted shoes and original
designs and in 1948, the family opened their
first factory. With the start of the 1950’s, Italian
footwear became recognized throughout Europe
and the rest of the world as an expression of
refined taste. The Magli’s were the first in
Italy to understand the importance of their
international appeal, and it was the beginning of
a prosperous time that would lead Bruno Magli
to become a symbol for quality Italian footwear
around the world. Today, 80 years after the
company was founded, Bruno Magli continues
to be defined as a classic Italian luxury brand,
priding itself on a dedication to quality and
craftsmanship.
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Cole Haan, with its Global headquarters in
Greenland, New Hampsphire and Creative
Center in New York City, is an iconic American
lifestyle accessories brand and retailer of
premium men’s and women’s footwear.
Cole Haan stands for its commitment to
craftsmanship, timeless style and design

innovation.

ABOUT COLE HAAN

Cole Haan Fall Winter 2017
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ABOUT FASHION & JOY

Fashion & Joy is a Hong Kong brand of travel
luggage and business accessories, designed and
expertly crafted for bold young trend-setters

who aspire stylish sophistication.

Gearing to the needs of fashion-conscious
consumers with a passion for travel, Fashion &
Joy presents a collection of luggage and business
accessories that juxtapose urban chic and
functionality. We believe in travelling in style.

Fashion & Joy offers trend lovers, particularly

Fashion & Joy Fall Winter 2017

young fashionistas, a unique and pioneering

travel experience.

Every Fashion & Joy product is a symbol
of the brand’s core values: uniqueness,
functionality and superb quality. Blending
excellent design, functional features and
individual character, Fashion & Joy travel
goods are your dazzling Generation X
statement. Travel is now a stage for your

fashionable image.
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ABOUT KENNETH COLE

Kenneth Cole is an American designer, social
activist, and visionary who believes business
and philanthropy are interdependent. His
global company, Kenneth Cole Productions,
creates modern, functional, clothing, shoes, and
accessories for inspirational urban lifestyles
under the brand names Kenneth Cole New
York, Kenneth Cole Reaction and Unlisted, A
Kenneth Cole Production, as well as footwear
under the name Gentle Souls. Over 30 years ago,
Kenneth Cole leveraged his passion and unique

brand platform to make a meaningful impact

Kenneth Cole Fall Winter 2017

on people’s wardrobes, as well as communities
in need. He did what others didn’t and said
what others wouldn’t. Today, The Kenneth
Cole Foundation remains committed to helping
communities in need by supporting Collective
Health, Civil Liberties, and Artistic Activism.
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ABOUT TUSCAN’S

In 1974, Mr Antonio Perrotti and Mr Giovanni Starnini
co-founded TUSCAN’S in a bid to make a tasteful and
stylish statement with premium leather. Their passion
for tradition helped develop TUSCAN’S into a kingdom
of leather goods which is now expanding into Far East,
incorporating Italian attitude into Oriental style.

Tuscan’s Fall Winter 2017

The Italian city of Florence in Tuscany is the cradle of
traditional Italian leather craftsmanship. The city has been
home to some of the shiniest names in fashion for centuries.
Embodying the romantic atmosphere of the terroir,
TUSCAN’S lays claim to the rich leatherwork heritage of
Florence. Tuscan’s entered China and Hong Kong market
in 2011, with an aim to spark off a transformation in style

that puts personality and classic design to the fore.
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FINANCIAL HIGHLIGHTS

REVENUE PROFIT ATTRIBUTABLE TO
HK$’000 OWNERS OF THE COMPANY
HK$°000

3,856,779

3,360,314
3,380,422
504,254

2,837,018
411,947

400,497

370,142

1,916,937

211,082

2013 2014 2015 2016 2017 2013 2014 2015 2016 2017

Consolidated revenue decreased 32.4% year-on-year to HK$1,916.9 million

2017 REVENUE BY 2017 REVENUE BY
GEOGRAPHICAL SEGMENT OPERATING SEGMENT

3.51% o
8.329, 0-48%

16.51%

34.51%

91.20%

19.10%

26.37%

B North America Other Asian Countries B Manufacturing Retail

Europe Others Property investment

Geographically, North America and Europe continued to be our two largest markets
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FINANCIAL HIGHLIGHTS

Year ended 30 June

2017 2016

HK$°000 HK$°000

Revenue 1,916,937 2,837,018
Gross profit 518,134 766,830
Profit before tax 236,394 445,341
Profit attributable to owners of the Company 211,082 370,142
Net assets per share (note 1) (approximately) HKS$2.06 HK$2.18
Basic earnings per share (note 2) (approximately) (HK cents) 21.08 36.96
Dividends per share (note 3) (HK cents) 12 38
Total assets 2,334,570 2,463,507
Net assets 2,062,598 2,179,562
Current ratio 4.66 times 5.06 times
Quick ratio 3.78 times 4.09 times
Gearing ratio N/A N/A
Return on equity 10.2% 17.0%
Return on total assets 9.0% 15.0%

Notes:

1. The calculation of the net assets per share amount is based on the net assets as at 30 June 2017 to ordinary equity holders of
the Company, and the weighted average number of ordinary shares of 1,001,532,000 (30 June 2016: 1,001,532,000) in issue
during the year.

2. The calculation of the basic earnings per share amount is based on the profit for the year ended 30 June 2017 attributable
to ordinary equity holders of the Company, and the weighted average number of ordinary shares of 1,001,532,000 (30 June
2016: 1,001,532,000) in issue during the year.

3. The Directors (as defined below) recommended the payment of a final dividend of HK6 cents per share for the year ended

30 June 2017 (30 June 2016: a final dividend of HK13 cents and a special dividend of HK135 cents per share). Together with
the interim dividend of HK6 cents per share for the period ended 31 December 2016 (31 December 2015: HK10 cents), the
annual dividend will amount to HK12 cents per share for the year ended 30 June 2017 (30 June 2016: HK38 cents). For
more details, please refer to note 11 to the consolidated financial statements.
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CHAIRMAN’S STATEMENT

Dear Shareholders,

It is my pleasure to present the annual results for the year ended 30 June 2017 (“FY2017” or the “Year under Review”)
of Sitoy Group Holdings Limited (the “Company” or “Sitoy Group”) and its subsidiaries (collectively referred to as the
“Group”) to you.

RETAIL BUSINESS

During the Year under Review, by adhering to the strategy of development towards both directions, the Group continued
to push forward the development of retail business, which achieved an inspiring performance with segment revenue posted
a year-on-year growth of approximately 33.3% to approximately HK$159.5 million and contributed approximately 8.0%
of the Group’s total segment revenue, which was approximately 4.1 percentage points higher than previous year. During
the Year under Review, the retail business also achieved a turnaround with a segment profit before tax of approximately
HK$3.7 million, representing an increase of approximately 171.7% over segment loss of approximately HK$5.2 million

last year.

The Group launched the Italian TUSCAN’S brand and the self-developed brand Fashion & Joy in People’s Republic of
China (“China” or “PRC?”) in 2011 and 2014 respectively. After years of operation, the Group has established a solid
reputation in China. During the Year under Review, the TUSCAN’S brand continued to make satisfactory progress. During
the Year under Review, the Group continued to review the efficiency of store operation and, in doing so, we had optimised
our store portfolio and location by further adjusting the proportions of shops in department stores to individual retail

stores.

In order to enrich our brand portfolio, the Group successfully obtained exclusive rights for distribution and operation
of three major European brands and brands of the United States of America (“US”) in Hong Kong and China in 2016.
They are Bruno Magli, a premium Italian male and female footwear and leather goods brand with long history, and the
US fashion apparel brands Kenneth Cole and Cole Haan. In China, our brand portfolio also includes A. Testoni and i29.
In FY2017, we added retail outlets in Hong Kong and Mainland China under the Bruno Magli, Kenneth Cole and Cole
Haan brands. During the Year under Review, we managed to open new stores in landmark retail areas in Hong Kong and
Shanghai respectively, thereby enhancing the level of recognition and brand awareness in China and Hong Kong.

MANUFACTURING BUSINESS

Turning to manufacturing segment, during the Year under Review, segment revenue of the business declined by
approximately 34.4% to approximately HK$1,816.7 million. The Group strengthened existing customer relationships and
eagerly explored new business opportunities with other brands in international market (in addition to those clients from the
US and Europe) as well as in the China market, and we expect that the decrease in business will be stabilized. The Group
has strived to tap into business-travel and leisure-travel goods business in recent years and has already derived respectable
returns. The Group is of the view that there is enormous potential in the travel goods market, as evidenced by its remarkable
growth in business-travel and leisure-travel goods business achieved during the Year under Review. The Group can meet
various customer requirements with its extensive experience and outstanding crafting skills in the manufacture, design and
research and development of handbags and leather goods. Furthermore, through research and development and upgrade of

machinery and equipment, the Group reduces costs to maintain a reasonable margin for the manufacturing business.
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PROPERTY INVESTMENT BUSINESS

In respect of property investment, the Group acquired a
commercial building in Kwun Tong, Hong Kong in 2016,
which was renamed to “SITOY Tower”. A portion of
floors was reserved for use as the Company’s headquarters
and product showroom, while the remaining floors were
for rent. During the Year under Review, the leasing
performance of the property was satisfactory with an
occupancy rate of 90%. We believe that the property
will generate stable rental income in the long run, with

increasing contribution to the Group.

For the year ended 30 June 2017, the Group’s annual
revenue decreased by approximately 32.4% year-on-
year to approximately HK$1,916.9 million. Gross
profit dropped by approximately 32.4% year-on-year
to approximately HK$518.1 million, while gross profit
margin remained stable at approximately 27.0% under
the Group’s endeavour in cost control. Profit attributable
to shareholders reduced by approximately 43.0% to
approximately HK$211.1 million. Earnings per share was
HK21.08 cents. The board (the “Board”) of directors (the
“Directors”) of the Company recommended payment of a
final dividend of HK6 cents per share.

Looking forward, to complement the Group’s strategy
of achieving gradual increase in the proportion of retail
sales, the Group is actively growing the brands under the
Group in both China and Hong Kong and strategies for
the coming year include seeking ideal locations for opening
multi-brand stores to provide consumers with the best
shopping experience.

The Group is ready to ride on the rapid development of
e-commerce as the online sales channels of each of its
brands are running in full swing. In the coming year, the
Group will further strengthen the online sales for each
brand and facilitate the development of a new retail model
with integrated online to offline (O20) sales, with a view
to capturing the upcoming trend of market development.

CHAIRMAN’S STATEMENT

i}

Cole Haan Fall Winter 2017

Bruno Magli Fall Winter 2017
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CHAIRMAN’S STATEMENT

By applying the above combination of strategies, the Group expects to further increase its sales contribution in the future.
In recent years, the Group has been actively expanding its brand portfolio and has garnered fruitful results as it has
successfully secured rights of distribution of several brands with worldwide recognition and set up additional outlets. In the
future, the Group will strive to enhance its brand portfolio and capture more business opportunities by acquiring suitable
brands of leather goods and footwear in a timely manner.

With regard to the manufacturing operation, the Group will capitalize on its inherent competitive edges. With its
professional knowledge, leadership and coordination skills, the experienced management team will lead us to strengthen
cooperation with existing customers and explore opportunities of cooperation with promising international and domestic
brands.

Finally, T would like to take this opportunity to express heartfelt thanks to the shareholders, clients, suppliers, customers
and other parties for their steadfast support for the Group, and to my fellow Board members, management team and all
staff members for their hard work. Sitoy Group will aspire to higher achievements in order to bring greater returns to the

shareholders.

Yeung Michael Wah Keung
Chairman

Hong Kong
18 September 2017



SITOY GROUP HOLDINGS LIMITED ANNUAL REPORT 2017 1 3

MANAGEMENT DISCUSSION & ANALYSIS

BUSINESS REVIEW

Retail business

The Group is currently operating four brands under its retail business as at 30 June 2017, namely TUSCAN’S, Fashion &
Joy, Kenneth Cole and Bruno Magli. TUSCAN?’S is a brand of high quality handbags originated from Italy, while Fashion &
Joy, launched by the Group in September 2014, is a brand of travel luggage and business accessories, designed and expertly
crafted for bold and young trend-setters who aspire stylish sophistication. During the year 2016, the Group has obtained
the exclusive license rights from two international brands, Kenneth Cole and Bruno Magli. Kenneth Cole is a long-standing
fashion brand based in New York City, specialising in men’s and women’s footwear, clothing and accessories, with retail
presence in more than seventy countries across five continents. While Bruno Magli, since its inception in 1936, has created
refined, handcrafted footwear for those who appreciate elegant design and impeccable craftsmanship. Today, Bruno Magli

continues to evolve its heritage by reinventing luxury essentials for a new generation.

The retail business has shown significant recovery for the year ended 30 June 2017. Revenue generated from this segment
reached approximately HK$159.5 million, up approximately 33.3% when compared with the same period in the previous
year. The retail segment has also recorded a segment profit of approximately HK$3.7 million for the year ended 30 June
2017 as opposed to a segment loss of approximately HK$5.2 million in the same period in previous year. It is mainly due
to 1) the Group’s efforts in enhancing its retail channel structure and store efficiency; 2) the revenue contribution from its

wholesale business; and 3) the implementation of cost control policies.

The Group will strengthen its e-commerce development and is currently liaising with certain well-known e-commerce
platforms to expand its retail business online.

The retail business development has continually been funded with the proceeds from the initial public offering (the “IPO”).

Manufacturing business

During the year ended 30 June 2017, the Group’s purchase orders received from its segment customers have decreased
by approximately 34.4% when compared with the same period in the previous year, which was mainly due to a decrease
in demand for brand products in the worldwide market. However, the Group has been actively developing businesses
with certain brands in the PRC and across the globe. The Group has maintained stable return with segment profit before
tax to segment revenue ratio of approximately 11.0%. The manufacturing business has generated segment revenue of
approximately HK$1,816.7 million with segment profit before tax of approximately HK$200.3 million.

Although minimum wage level in mainland China has been on the rise in recent years, China’s core competencies nowadays
lie in a labour force of higher level of craftsmanship, well developed supply chain and well equipped logistics facilities,
which are crucial to the Group in maintaining consistent quality and services to its brand customers, without compromising
on product quality, and maintaining smooth and efficient logistics to deliver products to both China and international

markets in a timely manner.

Cost optimisation is one of the Group’s key strategies to maintain its considerable returns. Despite the rising labour cost
and keener competition, the Group continuously upgrades itself to meet the higher requirements of both existing and
new customers, this includes sourcing quality raw materials with competitive price, continuing to optimise and streamline
production procedures to boost competitiveness of the Group and satisfying brand customers’ demands. The Group has
made its best endeavours to tap new opportunities under a challenging business environment.
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MANAGEMENT DISCUSSION & ANALYSIS

Property investment business

In the view that the Hong Kong commercial office leasing market remained strong with tight supply and robust demand,
the Group expanded to the property investment market in year 2016 by acquiring a commercial building located in East
Kowloon of Hong Kong. This market is still driven by the financial industry with many enterprises occupying office space
in Central, Causeway Bay, and nearby areas. Tenants from other industries, therefore, have been seeking prime offices in
other areas, such as East Kowloon, mainly attributable to its convenient location, well-connected transportation options,
and abundant lifestyle offerings such as shopping centers and entertainment facilities. In addition, the Company’s offices
located at 4-5th Floor, The Genplas Building, 56 Hoi Yuen Road, Kwun Tong, Kowloon, Hong Kong ceased for own use
during the year ended 30 June 2017 and were transferred to investment properties for rental income or capital appreciation
purpose. The property investment segment is expected to generate stable returns for the Group. The property investment
business has generated revenue of approximately HK$9.1 million with segment profit before tax of approximately HK$41.5
million during the year ended 30 June 2017 as a result of fair value gain on investment properties of approximately
HK$40.6 million.

PRODUCT RESEARCH, DEVELOPMENT AND DESIGN

The in-house Creative Centre and R&D Centre of the Group offer customers one-stop design, research, development and
manufacturing solutions, which help the Group to serve its customers in response to fast changing consumer preferences
and fashion trends as well as to develop and manufacture products with complex designs. By offering customers with value-
added services and high level of craftsmanship, the Group will strengthen its competitive edge in the industry, which in turn
will attract and retain leading international and mainland China brands of high-end and luxury products as its customers.
In the future, the Group shall source quality raw materials with competitive price, and continue to optimise and streamline
production procedures to boost competitiveness of the Group and satisfy brand customers’ demands.
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MANAGEMENT DISCUSSION & ANALYSIS

THE USE OF PROCEEDS FROM IPO

The Group raised HK$718.2 million from the listing in December 2011. On 30 December 2016, the Board resolved to
change the use of approximately HK$170.8 million out of the remaining unutilised IPO proceeds (the “Proposed Change”),
since the Company expected that the existing manufacturing capacity would be sufficient for fulfilling the future demand
and potential growth, and the Board intended to put more effort in developing the Group’s retail business and to fulfill the
working capital requirements. The Board considers that the Proposed Change is in the best interest of the Company and its
shareholders as a whole. The Proposed Change would allow the Company to deploy its financial resources more effectively.
For details of the Proposed Change, please refer to the announcement of the Company dated 30 December 2016. The

following table sets forth the status of use of proceeds from IPO:

Use of IPO
proceeds Unused
The subsequent to Used up to balance up to
Use of IPO proceeds prior Proposed the Proposed 30 June 30 June
to the Proposed Change Change Change 2017 2017
HK$'million Percentage HK$’million HK$’million HK$'million HK$'million
approximately approximately approximately approximately approximately approximately

Second phase of Yingde

manufacturing facility 251.4 35% (96.4) 155.0 155.0 -

Upgrading of machinery and

tooling in existing

manufacturing facilities 143.6 20% (74.4) 69.2 61.8 74
Expansion of retail business 2514 35% 150.8 4022 260.9 1413
Working capital 71.8 10% 20 91.8 91.8 -

7182 100% - 718.2 569.5 148.7
FINANCIAL REVIEW
Revenue

Revenue of the Group represents proceeds from handbags, small leather goods and travel goods sold to brand customers,
as well as TUSCAN’S, Fashion & Joy, Kenneth Cole and Bruno Magli branded products sold through the retail stores in
China, Hong Kong and Macau or from its wholesale customers and rental income from the investment properties.

The Group’s revenue decreased by approximately 32.4% to approximately HK$1,916.9 million for the year ended 30 June
2017 from approximately HK$2,837.0 million for the year ended 30 June 2016. This decrease was primarily due to the
decrease in demand from brand customers.
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MANAGEMENT DISCUSSION & ANALYSIS

Cost of sales
Cost of sales of the Group decreased by approximately 32.4% to approximately HK$1,398.8 million for the year ended 30
June 2017 from approximately HK$2,070.2 million for the year ended 30 June 2016. Cost of sales decreased in line with

the decrease in revenue as a result of the decrease in the sales orders received from the customers.

Gross profit and gross profit margin

Gross profit decreased by approximately 32.4% to approximately HK$518.1 million for the year ended 30 June 2017
from approximately HK$766.8 million for the year ended 30 June 2016. The gross profit margin remained stable at
approximately 27.0% for both of the years ended 30 June 2017 and 2016.

Selling and distribution expenses
Selling and distribution expenses decreased by approximately 11.5% to approximately HK$134.9 million for the year
ended 30 June 2017 from approximately HK$152.4 million for the year ended 30 June 2016. The decrease was primarily
attributable to the tight cost control.

Administrative expenses

Administrative expenses decreased by approximately 19.0% to approximately HK$207.1 million for the year ended 30
June 2017 from approximately HK$255.8 million for the year ended 30 June 2016. The decrease was primarily attributable
to the tight cost control.

Income tax expense
Under the current laws of the Cayman Islands and the British Virgin Islands, the Group is not subject to tax on its income
or capital gains. In addition, any payments of dividends are not subject to withholding tax in the Cayman Islands or the
British Virgin Islands.

Hong Kong profits tax as applicable to the Group was 16.5% for the years ended 30 June 2017 and 2016 on the estimated
assessable profits arising in or derived from Hong Kong during the relevant year.

The PRC corporate income tax was based on a statutory rate of 25% (2016: 25%) of the assessable profit of all the
subsidiaries incorporated in the PRC as determined in accordance with the PRC Corporate Income Tax Law, which was
approved and became effective on 1 January 2008.

Macau Complementary Income Tax has not been provided for as the Group had no assessable profit arising in Macau
during the year ended 30 June 2017 (2016: nil).

The effective tax rate of the Group was decreased to approximately 10.7% for the year ended 30 June 2017 (30 June 2016:
16.9%), which was due to the aggregated result of (1) non-taxable income of fair value increase in investment properties of
HK$40.6 million; (2) utilisation of certain tax loss in relevant subsidiaries; and (3) adjustments of over provision in taxation
in prior years of approximately HK$3.4 million.

Profit for the year
Profit for the year decreased by approximately HK$159.0 million to approximately HK$211.1 million for the year ended
30 June 2017 from approximately HK$370.1 million for the year ended 30 June 2016.
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MANAGEMENT DISCUSSION & ANALYSIS

Investment properties
As at 30 June 2017, the investment properties with carrying amount of approximately HK$571.6 million (2016: HK$503.6
million) are held under medium-term lease in Hong Kong.

On 13 May 2016, Sitoy Property Investment Company Limited, a wholly-owned subsidiary of the Company, entered into
an acquisition agreement to acquire the entire issued share capital of and the shareholder’s loan owing by Harbour Century
Limited at the consideration of HK$560 million, subject to adjustments. Harbour Century Limited wholly owns Worldmax
Enterprises Limited, which in turn owns a 20-storey office building located at No. 164 Wai Yip Street, Kwun Tong,
Kowloon, Hong Kong (Kwun Tong inland lot No. of 316) (the “Property 1”).

The Property 1 held by the Group is with a total gross floor area of approximately 70,000 square feet. The Property 1 was
re-named as “Sitoy Tower” and used as the Group’s headquarter, showrooms for merchandise display and market week,
and also for rental income or capital appreciation purpose.

During the year ended 30 June 2017, the Company’s offices located at 4-5th Floor, The Genplas Building, 56 Hoi Yuen
Road, Kwun Tong, Kowloon, Hong Kong (the “Property 2”) ceased for own use and thus were transferred to investment
properties. The Property 2 held by the Group has a total gross floor area of approximately 9,710 square feet and is held for
rental income and capital appreciation purposes.

Capital expenditure
For the year ended 30 June 2017, the capital expenditure of the Group amounted to approximately HK$21.7 million,
primarily due to the upgrading of existing manufacturing facilities, as well as the expansion of retail business.

Significant investments
The Group had no significant investments held during the year ended 30 June 2017.

Material acquisitions and disposals of subsidiaries, associates and joint ventures
The Group had no material acquisitions and disposals of subsidiaries, associates and joint ventures during the year ended
30 June 2017.

Treasury policy

The Group adopts treasury policy that aims to better control its treasury operations and lower borrowing cost. As such,
the Group endeavours to maintain an adequate level of cash and cash equivalents to address short term funding needs. The
Board would also consider various funding sources depending on the Group’s funding needs to ensure that the financial
resources have been used in the most cost-effective and efficient way to meet the Group’s financial obligations. The Board
reviews and evaluates the Group’s treasury policy from time to time to ensure its adequacy and effectiveness.

Liquidity and financial resources

The liquidity and financial resources position of the Group remains strong as it continues to adopt a prudent approach in
managing its financial resources. The Group’s cash and cash equivalents as at 30 June 2017 amounted to approximately
HK$595.8 million (30 June 2016: HK$830.6 million), which are mainly denominated in Hong Kong dollars, Renminbi
and United States dollars. The Group has sufficient financial resources and a strong cash position to satisfy working capital
requirements for business development, operations and capital expenditure. New investment opportunities, if any, would be
funded by the Group’s internal resources.

The Group had no outstanding bank and other borrowings as at 30 June 2017 and 2016, thus, no gearing ratio was
presented.
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MANAGEMENT DISCUSSION & ANALYSIS

Foreign exchange risk

The Group has had transactional currency exposures for the year ended 30 June 2017. Such exposures arose from sales or
purchases by operating units in currencies other than the units’ functional currency. During the year ended 30 June 2017,
89.4% (30 June 2016: 95.7%) of the Group’s sales were denominated in currencies other than the functional currency of
the operating units making the sale, whilst approximately 61.3% (30 June 2016: 56.1%) of the costs were denominated in
the units’ functional currency.

As at 30 June 2017 and 2016, the Group did not have any outstanding foreign exchange forward contract.

Pledge of assets
As at 30 June 2017, approximately HK$22.8 million of time deposits were pledged as security for banking facilities
available to the Group (30 June 2016: HK$22.5 million).

Inventory turnover days
Inventory turnover days increased to 71 days for the year ended 30 June 2017 from 65 days for the year ended 30 June
2016. The increase in inventory turnover days was due to the decrease in cost of sales.

Trade receivables turnover days

Trade receivables turnover days increased to 55 days for the year ended 30 June 2017 compared with 40 days for the year
ended 30 June 2016. The increase in turnover days was mainly due to lower turnover in fiscal year 2016/2017 compared
with fiscal year 2015/2016. The Group did not experience any significant credit risks due to strict credit control policies.

Trade payables turnover days
Trade payables turnover days slightly decreased to 55 days for the year ended 30 June 2017 compared with 58 days for the
year ended 30 June 2016. Trade payables are non-interest bearing and are generally settled within 90 days.

Off-balance sheet commitments and arrangements and contingent liabilities
As at 30 June 2017, the Group did not have any material off-balance sheet commitments and arrangements and contingent
liabilities.

EMPLOYEES

As at 30 June 2017, the Group had about 8,500 employees. In addition to the basic salaries, performance bonuses will
be offered to those staff members with good performance. The PRC subsidiaries of the Company are subject to social
insurance, provident housing fund and certain other employee benefits in accordance with PRC laws and regulations. The
Group also adheres to statutory employment standards and those requested by customers, such as minimum wage levels and
maximum working hours. Moreover, the Group provides staff quarters for most employees and, in the case of certain senior
employees, family quarters. The Group also provides various amenities and recreation facilities such as canteens, sports
grounds, library and internet center for employees. The Group will continue to improve the working environment in the
manufacturing facilities and the living qualities for its staff. The Directors believe that the remuneration packages and fringe
benefits offered by the Group to its staff members are competitive in comparison with market standards and practices. Since
human resource management is an important factor in maintaining and further enhancing the Group’s strong expertise and
know-how in the craftsmanship of handbags, small leather goods and travel goods, the in-house employee training center
provides pre-job training programs to the new recruits before they are assigned to work at the manufacturing facilities of
the Group. From time to time, different levels of on-the-job training will be provided to the employees to broaden their
skills and enhance their productivity.

The Company also adopted a share option scheme approved on 15 November 2011 for the purpose of, among other things,
recognition of employees’ contribution.
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EXECUTIVE DIRECTORS

Mr. Yeung Michael Wah Keung, aged 68, is an executive Director, the Chairman, a member of remuneration committee
and the chairman of nomination committee of the Company. He was appointed as a Director on 21 February 2008. He
has been with the Group since its establishment in the 1970’s and is one of the founders. He is responsible for the Group’s

overall business development, strategic planning and corporate management.

He has over 46 years of experience in the handbag and leather goods industry, and has focused on manufacturing luxury
branded handbags and small leather goods for more than 15 years. He is currently a director of each subsidiary of the
Group. He is the brother of Mr. Yeung Wo Fai, an executive Director, the chief executive officer and a substantial
shareholder of the Company. He is also the father of Mr. Yeung Andrew Kin, an executive Director and deputy general
manager of the Group. He is also a substantial shareholder of the Company within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO”).

Mr. Yeung Wo Fai, aged 64, is an executive Director and the chief executive officer of the Company. He was appointed as
a Director on 21 February 2008 and is also one of the founders. He has been with the Group since 1974. He is responsible
for the overall daily operations of the Group’s business. He is also responsible for product development, marketing and

administration of the Group.

He has over 39 years of experience in the handbag and leather goods industry, and has focused on manufacturing luxury
branded handbags and small leather goods for more than 12 years. He is currently a director of each subsidiary of the
Group. He is the brother of Mr. Yeung Michael Wah Keung, an executive Director, the Chairman and a controlling
shareholder of the Company. He is also the uncle of Mr. Yeung Andrew Kin, an executive Director and deputy general
manager of the Group. He is also a substantial shareholder of the Company within the meaning of Part XV of the SFO.

Mr. Yeung Andrew Kin, aged 43, is an executive Director, head of retail of the Company and deputy general manager of
the Group. He is in charge of the retail business of the Group. He joined the Group in September 1999 and was appointed
as a Director on 23 May 2011. He is responsible for the Group’s overall operations and strategic planning of the retail
business. He is also responsible for the corporate management and business development of the retail business of the Group.

He graduated from Simon Fraser University, British Columbia, Canada with a bachelor’s degree of science in 1999.

He has over 18 years of experience in handbag and leather goods industry and has focused on strategic planning and
business development for more than 11 years. Before he started focusing on the development of the retail business, he had
held various positions in the Group in relation to sales and marketing and merchandising. He is currently a director of #
SERFC R B8 SRR FRZA 7] (Dongguan Shidai Leather Products Factory Co., Ltd.), FpfC (Jefl) iz B4 H FRA ) (Sitoy
(Yingde) Leather Products Co., Ltd.), FEft (Jefi) 75 & A BRA A (Sitoy (Yingde) Luggage Co., Ltd.) and J& 35 441
& B A BR/A Al (Guangzhou Sitoy Leather Goods Company Limited*), all of which are subsidiaries of the Company. He
is the son of Mr. Yeung Michael Wah Keung, an executive Director, the Chairman and the controlling shareholder of the
Company. He is also the nephew of Mr. Yeung Wo Fai, an executive Director, the chief executive officer and the substantial
shareholder of the Company.

English name for identification purposes only
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Mr. Lau Kin Shing, Charles, aged 61, is an executive Director, the chief financial officer of the Group, company secretary
and authorised representative of the Company. He was appointed as a Director on 1 June 2017. He is responsible
for the Group’s overall financial management and reporting, internal control, risk management, day-to-day financial
administration, and for supporting the development of the Group’s retail business and corporate governance. He holds a
Doctorate degree in Business Administration from the Newcastle University of Australia, Master degree in Information
System Management from the National University of Ireland, and a Bachelor degree in Accounting from the Curtin
University of Technology, Australia. He is a Chartered Accountant (New Zealand), Certified Internal Auditor (US), and
also a member of Association of Chartered Certified Accountants and Hong Kong Institute of Certified Public Accountants
and a fellow member of CPA Australia. He possesses about 30-year executive experiences in corporate control, financial
management, risk management and internal control gained from international listed companies. Before joining the Group in
2015, he held key corporate executive position in various conglomerates, including: vice president of China Resources Beer
(Holdings) Company Limited (Stock Code: 291, formerly known as China Resources Enterprise, Limited), deputy head of
internal audit for Hutchison Whampoa Limited, and chief financial officer and company secretary of Miramar Hotel and

Investment Company, Limited (Stock Code: 71).

Mr. Chan Ka Dig Adam, aged 48, was an executive Director and head of sales and marketing of the Company. He was in
charge of the sales and marketing division of the Group. He joined the Group in May 1989 and was appointed as a Director
on 23 May 2011. He was responsible for the Group’s sales and marketing, merchandising and customer relationship with

the international high-end and luxury brand companies.

He has over 28 years of experience in the handbag and leather goods industry, and has experience in sales and marketing
with luxury brand companies for more than 10 years. He had held various positions in the Group in relation to sales and
marketing and merchandising prior to becoming the head of sales and marketing in 2004.

He resigned as executive Director with effect from 27 July 2017 due to other business commitment.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Yeung Chi Tat, aged 47, is an independent non-executive Director, the chairman of audit committee and a member of
remuneration committee of the Company. He was appointed as an independent non-executive Director on 15 November
2011. He graduated from the University of Hong Kong with a bachelor’s degree of business administration and obtained a

master’s degree in professional accounting with distinction from Hong Kong Polytechnic University.

He possesses extensive experience in auditing, corporate restructuring and corporate finance. He worked at a major
international accounting firm for over 10 years. He was the president of the International Financial Management Association
Hong Kong headquarters. He is a founding member and deputy president of the Hong Kong Independent Non-executive
Director Association, the Greater China Development Working Committee member of The Association of Hong Kong
Accountants and the financial controller and company secretary of Dynasty Fine Wines Group Limited (stock code: 828),
a company listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). He is also an
independent non-executive director of ANTA Sports Products Limited (stock code: 2020), Boer Power Holdings Limited
(stock code: 1685) and Guodian Technology & Environment Group Corporation Limited (stock code: 1296), all of which
are listed on the Main Board of the Stock Exchange. He was an independent non-executive director of KFM Kingdom
Holdings Limited (stock code: 3816), a company listed on the Main Board of the Stock Exchange, from 7 September 2015
to 3 February 2016. He resigned as the independent non-executive director of Ta Yang Group Holdings Limited (stock
code: 1991), a company listed on the Main Board of the Stock Exchange, with effect from 10 September 2017.
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He is a fellow member of the Hong Kong Institute of Certified Public Accountants and the Association of Chartered
Certified Accountants, an associate member of the Institute of Chartered Accountants in England and Wales, a Certified
Public Accountant practicing in Hong Kong, a senior international finance manager of the International Financial
Management Association and the vice president of Hong Kong General Chamber of Wine & Spirits.

Mr. Kwan Po Chuen, Vincent, aged 58, is an independent non-executive Director, a member of each of audit committee
and nomination committee of the Company. He was appointed as an independent non-executive Director on 15 November
2011. He graduated from the University of Hong Kong with a bachelor’s degree in social sciences in 1983, from the
University of London with a bachelor’s degree in laws in 1987, from the University of Hong Kong with a master’s degree in
laws in 1992, from the University of London with a master’s degree of science in financial management in 1998 and from
the University of South Australia with a master’s degree in advanced business practice in 2006.

He has more than 30 years of experience in the legal and accounting profession with extensive experience in real estate,
corporate finance and compliance matters. From 1983 to 1987, he worked as an accounting officer and later auditor of the
Treasury and Audit Departments of the Hong Kong government and from 1988 to 1993, he worked as trainee solicitor and
associate of Deacons. From 1993 to 1996, he was an executive director of Chuang’s Consortium International Limited (stock
code: 367), a company listed on the Main Board of the Stock Exchange. From 1997 to 2012, he was the general manager
(legal and secretarial) of Sino Land Company Limited (stock code: 83), a company listed on the Main Board of the Stock
Exchange. From 2012 to 2015, he was the consultant of the then Messrs. Gallant Y T Ho & Co (now known as Gallant).

He is currently a consultant of Messrs. LCP Lawyers.

He is a solicitor qualified in Hong Kong since September 1990. He is also qualified to practise laws in England and
Australia since 1991. He is a fellow member of the Hong Kong Institute of Certified Public Accountants and a member of
the Institute of Chartered Accountants in England and Wales. He also served as a member of the board of review (Inland
Revenue Ordinance) from 2003 to 2011 and as a member of the then insider dealing tribunal from 2005 to 2009 and as a
member of the advisory group on company formation, registration, re-registration and company meeting and administration
provisions of the rewrite of Companies Ordinance from 2006 to 2009 and has recently served as a member of the market
misconduct tribunal. He is also a member of both the company law committee and revenue law committee of the Law
Society of Hong Kong. In 2014, he was appointed as the Chairman of the Financial and Regulatory Affairs Committee of
the Chamber of Hong Kong Listed Companies. He has also written many articles that were published in Momentum, the
official magazine of the Chamber of Hong Kong Listed Companies. He is also a regular speaker on corporate finance and
compliance matters. Mr. Kwan is also a council member of the Hong Kong Independent Non-executive Director Association

and the chairman of its Regulatory Committee.

Mr. Lung Hung Cheuk, aged 70, is an independent non-executive Director, the chairman of remuneration committee, a
member of each of audit committee and nomination committee of the Company. He was appointed as an independent non-
executive Director on 15 November 2011. He is a retired chief superintendent of the Hong Kong Police Force. He joined
the Hong Kong Police Force in 1966 as a probationary inspector at the age of 19. He was promoted to the rank of chief
inspector in 1980, superintendent in 1986, senior superintendent in 1993 and chief superintendent in 1997. He had served
in various police posts, namely Special Branch, Police Tactical Unit, Police Public Relations Branch and in a number of
police divisions at management level. Prior to his retirement in April 2002, he was the commander of Sham Shui Po Police
District.




2 2 ANNUAL REPORT 2017 SITOY GROUP HOLDINGS LIMITED

DIRECTORS’ PROFILE

He was also the secretary of the Superintendents’ Association of the Hong Kong Police Force from 1993 and later the
chairman from 1998 to 2001. The membership of the Superintendents’ Association comprises the top management of the
Hong Kong Police Force from superintendents to chief superintendents of the Hong Kong Police Force. He was awarded the
Police Meritorious Service Medal by the Chief Executive of Hong Kong in 2000.

He is currently an independent non-executive director of Winfull Group Holdings Limited (formerly known as Richfield
Group Holdings Limited, stock code: 183), a company listed on the Main Board of the Stock Exchange. He was an
independent non-executive director of Ascent International Holdings Limited (formerly known as Chanco International
Group Limited, stock code: 264), a company listed on the Main Board of the Stock Exchange, from 21 September 2015 to
23 December 2015. He was an independent non-executive director of iOne Holdings Limited (stock code: 982), a company
listed on the Main Board of the Stock Exchange, from 18 September 2009 to 21 July 2014.
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The Company is committed to the establishment of good corporate governance practices and procedures with a view to
being a transparent and responsible organization which is open and accountable to the shareholders of the Company. The
Board strives to adhere to the principles of corporate governance and has adopted sound corporate governance practices
to meet the legal and commercial standards, focusing on areas such as internal control, fair disclosure and accountability
to all shareholders of the Company to ensure the transparency and accountability of all operations of the Company. The
Company believes that effective corporate governance is an essential factor to create more value for the shareholders of the
Company. The Board will continue to review and improve the corporate governance practices of the Group from time to

time to ensure that the Group is led by an effective Board in order to optimize return for the shareholders of the Company.

ADOPTION AND COMPLIANCE OF CORPORATE GOVERNANCE PRACTICES

The Board adopted a set of corporate governance practices which aligns with or is more restrictive than the requirements set
out in the Corporate Governance Code (the “CG Code”), contained in Appendix 14 to the Rules Governing the Listing of
Securities (the “Listing Rules”) on the Stock Exchange. The Board is of the view that the Company has complied with the
code provisions set out in the CG Code for the year ended 30 June 2017.

DIRECTORS’ AND RELEVANT EMPLOYEES’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules as its code of conduct governing securities transactions by the Directors.

Specific enquiry has been made to all Directors and all Directors have confirmed that they had fully complied with the
required standard set out in the Model Code for the year ended 30 June 2017.

Relevant employees who are likely to be in possession of inside information of the Group are also subject to compliance
with written guidelines on no less exacting terms than those in the Model Code.

No incident of non-compliance with these guidelines by the relevant employees was noted by the Company during the Year
under Review.

BOARD OF DIRECTORS
As at 30 June 2017, the Board comprises eight Directors, consisting of five executive Directors and three independent non-

executive Directors.

Biographical information of the Directors and the details of the composition of the Board are set out below and in the
Corporate Information, Directors’ Profile and Directors’ Report respectively of this annual report.

The Board delegates day-to-day operations of the Group to the management. Both the Board and the management have

clearly defined authorities and responsibilities under various internal control and check-and-balance mechanisms.
The Board monitors the development and financial performance and sets strategic directions of the Group’s business.

Matters including material investment decisions, approving financial statements, declaration of dividend, are reserved
to the Board. The management implements the Board’s decisions, makes business proposals and reports to the Board on
the overall performance of the Group. Daily operations and administration of the business are delegated to the executive

Directors and the management of the Company.
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During the year, four regular Board meetings were held. Among others, the following key issues were discussed in the Board
meetings:

- considered and approved the annual results and report of the Group for the year ended 30 June 2016;
- considered and discussed the quarter results of the Group for three months ended 30 September 2016;

- considered and approved the interim results and report of the Group for the six months ended 31 December 2016;
and

- considered and discussed the quarter results of the Group for nine months ended 31 March 2017.

At least 14 days’ notice of a regular Board meeting is given to all Directors to provide them with an opportunity to
attend and all Directors are given an opportunity to include matters in the agenda for a regular meeting. Board papers
are dispatched to the Directors at least three days before the meeting to ensure that they have sufficient time to review the
papers and be adequately prepared for the meeting.

The Chairman conducts the proceedings of the Board at all Board meetings. He ensures that sufficient time is allocated for
discussion and consideration of each item on the agenda and that equal opportunities are given to the Directors to speak
and express their views and share their concerns. All Directors have access to the Company Secretary, who is responsible
for ensuring that the Board procedures are complied with and for advising the Board on compliance matters.

During the year, the respective attendances of the Directors at the above Board meetings and the annual general meeting
held on 14 November 2016 are set out in the table below:

Attendance

Annual
Name of Directors Board Meetings General Meeting
Executive Directors
Yeung Michael Wah Keung 4/4 v
Yeung Wo Fai 4/4 v
Chan Ka Dig Adam (resigned with effect from 27 July 2017) 3/4 v
Yeung Andrew Kin 4/4 v
Lau Kin Shing, Charles (appointed on 1 June 2017) 1/1 N/A
Independent Non-executive Directors
Yeung Chi Tat 4/4 v
Kwan Po Chuen, Vincent 4/4 v
Lung Hung Cheuk 4/4 v

The Company has received confirmations of independence from all independent non-executive Directors pursuant to rule
3.13 of the Listing Rules. All of them meet the independence criteria set out in rule 3.13 of the Listing Rules. Thus, the
Board considers that they are independent.
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The Company has also received confirmations from all Directors that they have given sufficient time and attention to the
affairs of the Company for the year. Directors have disclosed to the Company the number and nature of offices held in
Hong Kong or overseas listed public companies or organizations and other significant commitments, with the identity of the
public companies or organizations and an indication of the time involved.

Except for the family relationship between Mr. Yeung Michael Wah Keung, Mr. Yeung Wo Fai and Mr. Yeung Andrew Kin
as disclosed in Directors’ Profile on pages 19 to 22 of this report, there is no financial, business, family or other material or
relevant relationship between Board members.

DIRECTORS’ TRAINING

During the year, all Directors participated in continuous professional development to develop and refresh their knowledge
and skills by attending in-house briefings, attending training, giving talks and reading materials on topics relevant to the
business of the Company and the director duties and responsibilities, etc. The Directors had provided to the Company their
records of training received. The areas of training received by each Director are set out in the table below.

Areas of Training

Essential
guide to

Directors’  An analysis
dealing in  of successful Risk
Name of Directors securities M&A cases management

Executive Directors

Yeung Michael Wah Keung v v v
Yeung Wo Fai v v 4
Chan Ka Dig Adam (resigned with effect from 27 July 2017) v v v
Yeung Andrew Kin v v v
Lau Kin Shing, Charles (appointed on 1 June 2017) v v v
Independent Non-executive Directors

Yeung Chi Tat v v v
Kwan Po Chuen, Vincent v v

Lung Hung Cheuk v v

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of Chairman and the Chief Executive Officer are held separately by Mr. Yeung Michael Wah Keung and Mr.
Yeung Wo Fai. The Chairman is responsible in leading the Board for the overall development strategy of the Group. The
Chief Executive Officer is delegated with the authorities to manage the day-to-day operation of the Company.

NON-EXECUTIVE DIRECTORS

Each of the independent non-executive Directors has entered into an appointment letter with the Company pursuant to
which each of them is appointed for service with the Company for a term of three years commencing on 6 December
2014. Their terms of appointment shall be subject to the rotational retirement provision of the articles of association of the
Company.

BOARD COMMITTEES

To assist the Board in the execution of its duties and to facilitate effective management, certain functions of the Board
have been delegated by the Board to various Board committees, which review and make recommendations to the Board on
specific areas. The Board has established a total of three Board committees, and details of which are set out below.
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Each committee consists of Directors and has its terms of reference. The terms of reference of the Board committees setting
out their roles and the authority delegated to them by the Board have been posted on the designated website of the Stock
Exchange at www.hkexnews.hk and the Company’s website at www.sitoy.com.

AUDIT COMMITTEE

The Company established an audit committee with written terms of reference in compliance with the CG Code. The
primary duties of the audit committee are to review and supervise the financial reporting process, risk management over
the financial reporting system and internal control systems of the Group. The audit committee comprises Mr. Yeung Chi
Tat (chairman), Mr. Kwan Po Chuen, Vincent and Mr. Lung Hung Cheuk, all of whom are independent non-executive
Directors. The audit committee has reviewed and discussed the annual report of the Group for the year ended 30 June
2017.

During the year, the audit committee had held two physical meetings. The respective attendances of the members of audit
committee are presented as follows:

Members Attendance

Yeung Chi Tat (chairman) 2/2
Kwan Po Chuen, Vincent 2/2
Lung Hung Cheuk 2/2

During the year, the audit committee had performed the following duties:

reviewed and commented on the annual results and report of the Group for the year ended 30 June 2016;
- reviewed and commented on the interim results and report of the Group for the six months ended 31 December 2016;

—  discussed with the external auditors about the financial matters of the Group, and reviewed their findings,
recommendations and representations and the effectiveness of the Group’s risk management and internal control
systems;

—  discussed with the independent internal control reviewer about the internal control matters of the Group and reviewed
the independent internal control reviewer’s findings and recommendations;

- reviewed and recommended the reappointment of the external auditors; and

—  reviewed the arrangement for employees of the Group to raise concerns about possible impropriety in financial
reporting, internal control and other matters.

NOMINATION COMMITTEE

The Company established a nomination committee with written terms of reference in compliance with the CG Code. The
primary duties of the nomination committee are to make recommendations to the Board on the appointment of Directors.

A member of the nomination committee shall abstain from voting and shall not be counted in the quorum of a meeting
in respect of the resolution where he or any of his associates has any material interest, including the recommendation on
nomination for appointment of such person as a Director. The nomination committee comprises the executive Director, Mr.
Yeung Michael Wah Keung (chairman) and the independent non-executive Directors, Mr. Kwan Po Chuen, Vincent and
Mr. Lung Hung Cheuk.
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During the year, the nomination committee had held one physical meeting. The respective attendance of the members of
nomination committee is presented as follows:

Members Attendance

Yeung Michael Wah Keung (chairman) 1/1
Kwan Po Chuen, Vincent 1/1
Lung Hung Cheuk 1/1

During the year, the nomination committee had performed the following duties:

- reviewed the structure, size and composition (including the skills, knowledge and experience) of the Board and
the board diversity policy, and made recommendations on any proposed changes to the Board to complement the
Company’s corporate strategy;

- assessed the independence of independent non-executive Directors;

- reviewed and made recommendation to the Board on re-election of retiring Directors; and

reviewed and made recommendation to the Board on the appointment of a new Director.

BOARD DIVERSITY POLICY
The Board adopted a board diversity policy (the “Board Diversity Policy”) on 3 June 2013.

Below is the summary of the Board Diversity Policy:

The Company recognizes and embraces the benefits of having a diverse Board, and sees increasing diversity at Board level
as an essential element in maintaining a competitive advantage. A truly diverse Board will include and make good use of
differences in the skills, regional, industry experience, background, race, gender, culture, personality, work-style and other
qualities of Directors. These differences will be considered in determining the optimum composition of the Board and when
possible should be balanced appropriately. All Board appointments are made on merit, in the context of the skills and
experience the Board as a whole requires to be effective.

The nomination committee discusses annually the measurable objectives for achieving diversity on the Board taking into
account the Company’s business model and specific needs. During the year, the nomination committee reviewed the existing
composition of the Board and highlighted the importance of maintaining an appropriate balance around the Board table
through a diverse mix of skills, experience, knowledge and background to complement the Company’s corporate strategy.
Gender diversity is a significant element of this. The Board is committed to ensuring that women have an equal chance with
men of developing their careers with the Company.

REMUNERATION COMMITTEE

The Company established a remuneration committee with written terms of reference in compliance with the CG Code.

The remuneration committee, with delegated responsibility, determines the remuneration package of individual executive
Director and senior management of the Group and makes recommendations on the remuneration of non-executive
Directors. The Board retains its power to determine the remuneration of non-executive Directors (including independent
non-executive Directors).
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The primary duties of the remuneration committee are to make recommendations to the Board on the remuneration
policies and structure of the remuneration for the Directors and senior management and to set up a formal and transparent
procedure for determination of such remuneration policies. A member of the remuneration committee shall abstain from
voting in respect of the resolution regarding the remuneration payable to him. The remuneration committee comprises
the independent non-executive Directors, Mr. Lung Hung Cheuk (chairman) and Mr. Yeung Chi Tat, and the executive
Director, Mr. Yeung Michael Wah Keung.

During the year, the remuneration committee had held one physical meeting. The respective attendance of the members of
remuneration committee is presented as follows:

Members Attendance

Lung Hung Cheuk (chairman) 1/1
Yeung Michael Wah Keung 1/1
Yeung Chi Tat 1/1

During the year, the remuneration committee had performed the following duties:

- reviewed and recommended the grant of share options to eligible participants and proposed amendments to the share
option scheme;

- reviewed and approved year end bonus to the executive Directors; and

- reviewed and approved the remuneration package to a newly appointed Director.

REMUNERATION POLICY

The remuneration of the employees and the Directors holding offices of the Group were based on internal equity factors

and external market conditions and will be reviewed from time to time.

The remuneration of the employees including executive Directors generally consists of:

fixed salary/allowance — which is set according to the duties, responsibilities, skills, experiences and market influences;

- pension — which is based on the Mandatory Provident Fund Contribution Scheme or the local statutory pension

scheme;

- short-term variable incentive — which may include commission, discretionary cash bonus depending on the

achievement of short-term corporate objectives and/or personal targets;
- long-term variable incentive — which may include share options designed to encourage long-term commitment; and

other benefits in kind — which may include accommodation, company car and related services.

The remuneration of independent non-executive Directors was fixed, payable on quarterly basis.
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CORPORATE GOVERNANCE FUNCTION

The Board is entrusted with the overall responsibility of developing and maintaining sound and effective corporate
governance within the Group and is committed to ensuring that an effective governance structure is put in place to
continuously review and improve the corporate governance practices within the Group in light of the evolving operating
environment and regularity requirements.

The Board has undertaken the day-to-day responsibility for all corporate governance function of the Group. All members of
the Board are responsible for performing the corporate governance duties set out in the written terms of reference adopted
by the Board.

During the year, the Board reviewed the Company’s policy and practices on compliance with legal and regulatory
requirements, the compliance with the CG Code for the year ended 30 June 2017 and disclosure of this corporate
governance report, as well as the code of conduct and compliance manual (if any) applicable to employees and Directors.

On 18 September 2017, the Board reviewed the Company’s compliance with the CG Code for the year and disclosure in
this Corporate Governance Report.

AUDITOR’S REMUNERATION

The remunerations in respect of audit and non-audit services for the year ended 30 June 2017 provided by the Company’s
auditors, Ernst & Young, are as follows:

HK$°000

Audit services 2,000
Non-audit services -

ACKNOWLEDGEMENT OF RESPONSIBILITY FOR CONSOLIDATED FINANCIAL
STATEMENTS

The Directors acknowledged their responsibilities for preparing the consolidated financial statements of the Group. In
preparing the consolidated financial statements for the Year under Review, the Directors have:

- based on a going concern basis;
- selected suitable accounting policies and applied them consistently; and
- made judgments and estimates that were prudent, fair and reasonable.

The report of the auditors of the Company about their reporting responsibilities on the consolidated financial statements is
set out in the Independent Auditor’s Report from pages 54 to 58 of this report.
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RISK MANAGEMENT AND INTERNAL CONTROL

During the year, the Group has complied with Principle C.2 of the CG Code by establishing appropriate and effective risk
management and internal control systems. The Board is responsible for the design, implementation and monitoring of
such systems, while the Board oversees management in performing its duties on an ongoing basis. Main features of the risk
management and internal control systems are described in the sections below:

Risk Management System
The Group adopts a risk management system which manages the risk associated with its business and operations. The
system comprises the following phases:

o Identification: 1dentify ownership of risks, business objectives and risks that could affect the achievement of objectives.
o Evaluation: Analyze the likelihood and impact of risks and evaluate the risk portfolio accordingly.
o Management: Consider the risk responses, ensure effective communication to the Board and on-going monitor the

residual risks.
Based on the risk assessments conducted during the year, no significant risk was identified.

Internal Control System

The Group has in place an internal control system which is compatible with the Committee of Sponsoring Organizations of
the Treadway Commission (“COSO”) 2013 framework. The framework enables the Group to achieve objectives regarding
effectiveness and efficiency of operations, reliability of financial reporting and compliance with applicable laws and
regulations. The components of the framework are shown as follow:

o Control Environment: A set of standards, processes and structures that provide the basis for carrying out internal
control across the Group.

o Risk Assessment: A dynamic and iterative process for identifying and analyzing risks to achieve the Group’s objectives,
forming a basis for determining how risks should be managed.

o Control Activities: Action established by policies and procedures to help ensure that management directives to
mitigate risks to the achievement of objectives are carried out.

o Information and Communication: Internal and external communication to provide the Group with the information
needed to carry out day-to-day controls.

o Monitoring: Ongoing and separate evaluations to ascertain whether each components of internal control is present
and functioning.
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In order to enhance the Group’s system of handling inside information, and to ensure the truthfulness, accuracy,
completeness and timeliness of its public disclosures, the Group also adopts and implements an inside information policy
and procedures. Certain reasonable measures have been taken from time to time to ensure that proper safeguards exist to
prevent a breach of a disclosure requirement in relation to the Group, which include:

o The access of information is restricted to a limited number of employees on a need-to-know basis. Employees who are
in possession of inside information are fully conversant with their obligations to preserve confidentiality.

o Confidentiality agreements are in place when the Group enters into significant negotiations.

o The executive Directors are designated persons who speak on behalf of the Company when communicating with
external parties such as the media, analysts or investors.

Based on the internal control reviews conducted during the year, no significant control deficiency was identified.

Effectiveness of the Risk Management and Internal Control Systems

The Board is responsible for the risk management and internal control systems of the Group and reviewing their
effectiveness and ensuring review of the effectiveness of these systems has been conducted semi-annually. Several areas have
been considered during the Board’s review, which include but not limited to (i) the changes in the nature and extent of
significant risks since the last annual review, and the Group’s ability to respond to changes in its business and the external
environment (ii) the scope and quality of management’s ongoing monitoring of risks and of the internal control systems.

During the year ended 30 June 2017, the Board has conducted semi-annual reviews of the effectiveness of the risk
management and internal control systems of the Group. The Board, through its reviews and the reviews made by audit
committee, concluded that the risk management and internal control systems were effective and adequate. Such systems,
however, are designed to manage rather than eliminate the risk of failure to achieve business objectives, and can only
provide reasonable and not absolute assurance against material misstatement or loss. It is also considered that the resources,
staff qualifications and experience of relevant staff were adequate and the training programs and budget provided were
sufficient.

Internal Audit Function

The Company does not have an internal audit department. The Board has reviewed the need for an internal audit function
and is of the view that in light of the size, nature and complexity of the business of the Group, as opposed to diverting
resources to establish a separate internal audit department, it would be more cost effective to appoint external independent
professionals to perform independent review of the adequacy and effectiveness of the risk management and internal control
systems of the Group. Nevertheless, the Board will continue to review at least annually the need for an internal audit
department.

COMMUNICATION WITH SHAREHOLDERS

The Board recognizes the importance of maintaining effective communication with the shareholders of the Company. The
Company establishes various communication tools to ensure the shareholders of the Company are kept well informed of
timely information of the Company. These include the annual general meeting, extraordinary general meetings, the annual
and interim reports, announcements, circulars and notices. Such documents are accessible on the Company’s website at
WWW.sitoy.com.
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COMPANY SECRETARY
Mr. Lau Kin Shing, Charles (“Mr. Lau”) was appointed as the Company Secretary of the Company. According to Rule 3.29

of the Listing Rules, Mr. Lau took no less than 15 hours of relevant professional training for the year ended 30 June 2017.

CONSTITUTIONAL DOCUMENTS

The Company has published its amended and restated memorandum and articles of association on the designated website of
the Stock Exchange and the Company’s website. During the year, there was no alteration on the constitutional documents

of the Company.

SHAREHOLDERS’ RIGHTS

(a)

Procedures for convening of an extraordinary general meeting and putting forward proposals at
shareholders’ meeting

Shareholders are encouraged to attend all general meetings of the Company. Pursuant to the articles of association of
the Company, (i) two or more shareholders who hold in aggregate not less than one-tenth of the paid up capital of the
Company which carries the right of voting at general meetings of the Company or (ii) any one shareholder which is a
recognised clearing house (or its nominee(s)) and holds not less than one-tenth of the paid up capital of the Company
which carries the right of voting at general meetings of the Company, may deposit a written request (the “Written
Requisition”) at the head office and principal place of business in Hong Kong of the Company (at 9th Floor, Sitoy
Tower, 164 Wai Yip Street, Kwun Tong, Kowloon, Hong Kong) for attention of the Company Secretary to request
the Board to convene an extraordinary general meeting of the Company. The Written Requisition should state the full
name of the requisitionist(s), the matter(s) and the proposed resolution(s) to be considered at the general meeting of
the Company, and must be signed by all the requisitionist(s).

The Board shall consider the Written Requisition and, if thought fit, shall within 21 days from the date of deposit
of the Written Requisition proceed to convene a general meeting to be held within such number of days in
accordance with the articles of association of the Company and in compliance with the requirements of the Listing
Rules. Pursuant to the articles of association of the Company, an annual general meeting of the Company and an
extraordinary general meeting of the Company called for the passing of a special resolution shall be called by not
less than 21 days’ notice in writing and any other extraordinary general meeting of the Company shall be called by
not less than 14 days’ notice in writing. Pursuant to the CG Code, written notice of an annual general meeting of the
Company and written notice of an extraordinary general meeting of the Company shall be sent by the Company to all
Shareholders at least 20 clear business days and 10 clear business days respectively before the meeting. Business day

under the Listing Rules means any day on which the Stock Exchange is open for business of dealing in securities.

If the Board does not proceed within 21 days from the date of deposit of the Written Requisition to convene a general
meeting to be held within such number of days in accordance with the articles of association of the Company and in
compliance with the Listing Rules, the requisitionist(s) themselves or any of them representing more than one-half
of the total voting rights of all of them, may convene the general meeting in the same manner, as nearly as possible,
as that in which meetings may be convened by the Board provided that any meeting so convened shall not be held
after the expiration of three months from the date of deposit of the Written Requisition, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the Board to convene a general meeting shall be reimbursed
to them by the Company.
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Procedures for members to propose a person for election as a director of the Company
The procedures for the shareholders of the Company to propose a person for election as a director of the Company
are available and accessible on the Company’s website at www.sitoy.com.

Procedures for directing enquires to the Company

To direct enquiries to the Board, the shareholders of the Company should submit his/her/its enquires in writing with
contact details (including, your registered name, address and telephone number, etc.) to the Company Secretary at the
following:

By post to the head office and principal place of business in Hong Kong at 9th Floor, Sitoy Tower, 164 Wai Yip
Street, Kwun Tong, Kowloon, Hong Kong.
Fax: (852) 2343 2808

Matters relating to share registration
For share registration related matters, such as share transfer and registration, change of name and address of
shareholders of the Company, loss of share certificates or dividend warrants, the shareholders of the Company can

contact the Hong Kong share registrar and transfer office at the following:

Union Registrars Limited

Suites 3301-04, 33/F., Two Chinachem Exchange Square, 338 King’s Road, North Point, Hong Kong
Tel: (852) 2849 3399

Fax: (852) 2849 3319
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ABOUT ESG REPORT

The Environmental, Social and Governance Report (the “ESG Report”) elaborates on the various work of Sitoy Group
Holdings Limited (the “Company”) and its subsidiaries (collectively the “Group”) to fully implement the concept of
sustainable development and perform its corporate social responsibilities, and its performance of social governance from 1
July 2016 to 30 June 2017 (the “Year™).

Scope of the Report

The ESG Report focuses on the environmental and social performance of the core business of the Group in mainland China,
Hong Kong and Macau during the Year. For the information on corporate governance, please refer to the “Corporate
Governance Report” in this Annual Report.

Reporting Framework
The ESG Report was prepared in accordance with the “Environmental, Social and Governance Reporting Guide” under
Appendix 27 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

Stakeholder Engagement

The preparation of the ESG Report, which was supported by employees across various departments of the Group, enables
the Group to have a better understanding of its current environmental and social development. The information gathered
for ESG Report not only serves as a summary of the environmental and social initiatives carried out by the Group during the
Year, but also forms the basis for the Group to map out short-term and long-term strategies for sustainable development.

Information and Feedbacks

For detailed information about the environmental and corporate governance, please refer to the official website
(www.sitoy.com) and the Annual Report. Your opinions will be highly valued by the Group. If you have any advice, please
contact the Group at: sitoy@sitoy.com.

ENVIRONMENTAL PROTECTION

Emission Management

The Group is principally engaged in the design, research, development, manufacturing, sale, retailing and wholesales
of handbags, small leather goods, travel goods, footwear products, provision of advertising and marketing services and
property investment. The Group is committed to conducting its business in an environmentally sustainable manner and has
obtained the ISO 14001 Environmental Management System certification.

The Group’s manufacturing process does not involve wastewater discharge or air pollutant emission. Scraps produced from
cutting and trimming of leather, fabric and other raw materials or components account for the majority of the emission, the
majority of which belong to non-hazardous solid waste. The Group has formulated an environmental management policy
covering the optimization of manufacturing procedures and the training of employees to minimize the production of waste.
On grounds of the policy, the waste materials are segregated, reused and recycled where practicable with the last remaining
scraps delivered to qualified companies for disposal after declaration to customs. And employees making useful suggestions
on material conservation are rewarded.
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The emission of the Group’s retail stores, office premises and living quarters mainly includes domestic sewage and solid
waste. In terms of sewage discharge, the Group abides by all the requirements on discharge permission and limits issued by
local authorities. Hazardous waste, such as obsolete computers, used batteries and waste cartridges, is delivered to qualified
recycling companies. Non-hazardous waste is transferred by municipal sanitation department for further disposal while
printed paper without confidential information is sent to waste paper recycling companies.

Sustainable Operation
Apart from emission management, the Group has also recognized the importance of sustainability in its daily operation and

thereby implemented various measures to promote energy conservation and reduce the consumption of resources, including

Utilizing light-emitting diode (LED) lights instead of traditional lights and dividing the indoor areas into different light
areas with independent switches;

- Reminding employees to switch off lights and electric devices when leaving workplaces;

- Maintaining air-conditioning system regularly to improve its work efficiencies and setting temperature above 25.5
degree Celsius;

- Encouraging employees to reuse paper and print on both sides;

- Carrying out regular statistics of paper consumption to make improvement;

- Posting water saving labels in toilets;

- Collecting rainwater and reusing it for greening and fish ponds;

- Reusing stationeries and sorting solid waste into metals, plastics and paper for recycling;

- Maintaining vehicles regularly to reduce fuel consumption and air pollutant emission;

- Advocating green commuting among employees;

- Replacing unnecessary business trip with video conferences;

- Minimizing product packaging across the manufacturing lines; and

- Optimizing transportation route.

During the Year, the Group strictly complied with the Environmental Protection Law of the PRC, the Law of the PRC on
Prevention and Control of Pollution from Environmental Noise, the Waste Disposal Ordinance of Hong Kong, and other

laws and regulations on environmental protection and pollution control in the areas where it operates. Non-compliance
with applicable provisions was not observed during its operation.




3 6 ANNUAL REPORT 2017 SITOY GROUP HOLDINGS LIMITED

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

EMPLOYMENT AND LABOUR PRACTICES

Employment Policies

With employees’ welfare and development being the dominant concern, the Group is committed to providing employees
with a fair and open working environment as well as strengthening their sense of belonging. The Group not only formulates
its employment policies in accordance with all the laws and regulations regarding employment and labour practice, such as
the Labour Law of the PRC, the Employment Ordinance of Hong Kong and the Labour Relations Act of Macau, but also
adheres to employment standards requested by its Original Equipment Manufacturer (OEM) customers.

In terms of employee recruitment, the Group gives priority to filling vacancies with internal employees so as to support
employees’ career development. In line with the principles of fairness and consistency, employee recruitment is based on
a comprehensive assessment of an applicants’ ability and experience as well as job requirements. To prevent the use of
child labour, applicants’ identification documents are carefully checked to ensure they are legally employable. The Group
embraces diverse workforce and prohibits any form of discrimination. Employees, regardless of their race, gender, age,
marital status or religion, have equal access to the opportunities within the Group. For departing employees, an exit
interview is conducted by the human resource personnel to understand the reason of leaving and make improvement to

avoid future employee turnover.

In order to retain top talents in the industry, the Group provides competitive remuneration for employees and offers reward
and incentive payments to the best performers. An employee’s remuneration package is determined on grounds of his or
her qualification, position and seniority and is reviewed every year. Performance evaluation is conducted regularly, the
results of which are used as the basis for assessing the training demands and making other human resources policies such as
promotion, position transfer and remuneration determination. The Group usually enhances the growth of its management
team internally through promotion programs. For example, employees from the manufacturing lines have a chance to be

promoted to the research and development (R&D) center.

The working hour varies with an employee’s job nature and location, which is expressly stated in labour contract. The
Group has implemented attendance management system for employees in all the workplaces, which, on the other hand,
rigorously prohibits the use of forced labour. Employees are entitled to public holidays and other holidays as prescribed in

applicable laws, such as sick leave, maternity leave, marriage leave, paternity leave and compassionate leave.

In accordance with the Social Insurance Law of the PRC, the Mandatory Provident Fund (MPF) Schemes Ordinance of
Hong Kong, the Macau Social Security System and the other relevant laws and regulations, the Group pays social insurance
and housing provident fund for employees in mainland China, MPF Schemes, medical insurance and labour insurance
for employees in Hong Kong and mandatory social security funds and contributions for employees in Macau. Various
amenities, medical facilities and recreation facilities such as canteen, clinic, sports site, library and internet center are opened
up and activities like singing competition and variety show are organized from time to time to help employees balance work
and life. Meanwhile, additional benefits are accessible to employees, which include employee dormitory, shopping discount
in the Group’s retail stores, long service award, share option scheme, and so on.

During the Year, the Group complied with all the applicable labour laws and regulations in the areas where it operates and

did not face any disciplinary action with respect to the labour protection issues.
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Development and Training

The Group has established an employee training center to provide pre-job training programs to its new recruits before they
are assigned to work on the manufacturing lines. From time to time, different levels of on-the-job training are also provided
for employees to broaden their skills and enhance their productivity. For example,

- Orientation on the knowledge of occupational health and safety, fire fighting, use of chemicals, business ethics and
other aspects is provided for new recruits;

- Training on safety awareness of supply chain is provided for the management of different departments;

- Training on information safety management and disposal is provided for employees using computers and working in

the office premises;

- Trainings on custom and shipping and the latest relevant laws, regulations and policies are provided for employees of
custom department, finance department, and human resources department;

- Security work training is provided for security guard;
—  Training on oblique opening of cutting bed is provided for leaders of oblique opening in workshops;
- Gluing process training is provided for gluing employees in workshops;

- Training on introduction of manufacturing requirements and the origin of customer’s brand is provided for workshop

leaders and management; and
- Warehouse management training is provided for employees in warehouse.

For employees working in office and retail stores, internal training courses are also provided to improve their work

performance.
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Occupational Health and Safety

The Group pays high attention to employees’ health and safety. The Group not only adheres to the provisions of the Law of
the PRC on the Prevention and Control of Occupational Diseases, the Occupational Safety and Health Ordinance of Hong
Kong and other relevant laws and regulations, but also complies with all the guidelines relating to occupational health and

safety that are imposed by customers.

Upon recruitment, the Group notifies new recruits of the basic information such as job contents, occupational hazards and
safety production status in verbal or written form. Employees are required to attend entrance training and pass examination
before taking the post. In order to minimize work-related risks and injuries, the Group has formulated safety guidelines
and operating manuals for all the manufacturing processes and posted them on the walls or tables of employees’ working
areas. The Group also provides employees with training programs on work safety and conducts regular inspections and

maintenance checks on equipment in accordance with the applicable national or industrial standards.

OPERATION MANAGEMENT

Supply Chain Management

The raw materials used to produce handbags, small leather goods and travel goods primarily consist of leather, fabric,
straw, polyurethane, polyvinyl chloride and so on. Besides, there are also auxiliary materials used during manufacturing

process, such as thread, lining, reinforcement material, edge paint and various packaging materials.

Many of the raw material suppliers are designated and have been acknowledged by the Group’s customers in terms of their
performances in environmental management and social governance. When receiving an order in which the suppliers are
designated by the customer, the Group strictly adheres to the requirements set forth in the order to purchase raw materials
with specific quantity, type and quality. When suppliers are not designated, the Group’s procurement team selects suppliers
based on its own criteria, including quality, price, experience, service and payment terms. In order to maintain an efficient
and stable supply chain, the procurement team also visits both designated and non-designated suppliers regularly to ensure
that the raw materials are of high quality and can be delivered on a timely basis.

The Group performs strict inspections of the quality of raw materials at a laboratory near its raw material warehouse to
ensure the quality of raw materials meets required standards. Raw materials that fail the Group’s tests would be returned to
the relevant suppliers. If the supplier fails to comply with the Group’s requirements repeatedly, it would be removed from
the list of certified suppliers and the procurement would be terminated.
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Quality Control

Product quality and safety is the foundation of the Group’s product commitment and has been embedded in its
manufacturing process. The Group has obtained the ISO 9001 Quality Management System certification. Through its long-
term cooperation with international brands, the Group has accumulated in-depth expertise and know-how with respect to
every key step of the manufacturing process of its products, especially the high-end and luxury handbags and small leather

goods.

The Group has employed Electronic Tracking System (ETS) and Enterprise Resources Planning (ERP) system to evaluate
manufacturing performance, identify manufacturing bottlenecks, improve operating efficiency and further strengthen
manufacturing capabilities. By virtue of the systems, it is effortless to manage manufacturing process on a real-time
basis and track the status of raw materials and finished products as well as evaluate employees’ work efficiencies. After
inspection, each batch of leather and fabric, known as the main raw materials, is assigned a barcode by ERP system and
taken to warehouses equipped with air-conditioning system, humidity control and specially-made racks for storage before

delivered to manufacturing lines.

On the manufacturing lines, employees are well trained and have the necessary experience and skills. In the manufacturing
process, each employee is assigned one specific step. To increase work efficiency, a daily target number of components to be
finished by each employee is indicated by ETS in each workshop and a team leader is assigned to take charge of supervising
and monitoring the quality of a particular step on each production line.

To ensure the quality of finished products meets relevant requirements as well as identify defective products at an early
stage, the Group performs various quality inspections and testing procedures, including random sample testing at different
stages in the manufacturing process. Meanwhile, on-site quality control personnel are also arranged by customers to inspect
the quality of finished products. In case nonconformity products are reported by customers, the Group will recall them
based on the procedures requested by customers and carry out corresponding measures of redress to minimize the impacts

and customers’ loss.

The Group has also established a chemical custody team to carry out various quality management measures, such as
engaging third parties to carry out chemical testing of finished products for compliance with US, EU and international
product safety standards required by customers and the laws and regulations on restricted and hazardous materials in the
areas where the products are imported and sold.
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Customer Service

The Group sells handbags, small leather goods, travel goods and footwear products of brands TUSCAN’S, Fashion & Joy,
Kenneth Cole, Bruno Magli and Cole Haan through its retail stores in Hong Kong, mainland China and Macau. Committed
to providing customers with high-quality products and service, the Group not only executes strict quality control initiatives
in manufacturing process, but also engages professional organizations like National Leather Products Quality Supervision
and Examination Center to conduct quality examination of each new product so as to guarantee that only qualified
products are launched in its retail stores.

The Group has formulated a guideline to regularize the behaviors of employees in retail stores. Employees shall serve
customers with enthusiasm and sincerity, have a good command of product knowledge and promote sales based on
customers’ demands. Upon receiving customers’ complaints, response and follow-up measures shall be taken in a polite
and timely manner. The Group offers a three-month warranty for all the products in retail stores. In case a product is
found defective, employees shall confirm customer’s maintenance requirements and fill out the maintenance slip carefully.
The Group also focuses on improving its service level and perfecting product development by collecting and preserving
customers’ opinions and suggestions.

Advertisement and Promotion

The Group promotes the products of its retail stores through online activities and offline activities. Online activities mainly
involve interaction on social media (such as WeChat and Weibo) and promotion on official website and other online media.
Offline activities include road shows, fashion shows, opening activities of new stores, in-store display and promotion,
advertisement on magazines and so on. It is the Group’s commitment that all the advertising and promotional activities
are carried out in conformity to the laws and regulations on advertisement and promotion in the areas where it operates.
And the product information published has been strictly reviewed and does not contain any false advertising that harm

consumers’ rights and interests.

Privacy and Intellectual Property Protection

The Group attaches great importance to the protection of privacy. All the new recruits are requested to sign the
confidentiality agreement. According to the confidentiality provisions and non-competition restrictions formulated by the
Group, employees are not only prohibited from divulging any technical information (such as the manufacturing methods,
experiment data, drawings, and operation manuals), business information (such as customer list, marketing plans,
procurement documents, and cooperation agreements) and customers’ information, but also required to keep and use

documents in strict compliance with the Group’s regulations.

Apart from manufacturing customers’ products, the Group has already developed its own brand. The Group has established
internal policies to eliminate the risk of infringing customers’ and third parties’ intellectual property in its design, research,
development and manufacturing processes as well as to protect its own rights. Employees working on customers’ products
are not allowed to participate in manufacturing the Group’s own products. The Group’s design and development team shall
ensure their designs are not identical and do not bear a close resemblance to the products of any other customer or those in
public market. In addition, measures like using password-protected computers to store products’ information, encrypting
files in the process of transmission and prohibiting employees from taking out product prototypes and samples without

authority have also been adopted to facilitate the management and protection of intellectual property.

During the Year, non-compliance with the laws and regulations on privacy and intellectual property did not occur within
the Group.
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Anti-corruption

It is the Group’s consistent belief that honesty and integrity are among the most important moral conducts. The Group has
been adhering to all the laws and regulations on anti-corruption, such as the Criminal Law of the PRC and the Prevention
of Bribery Ordinance of Hong Kong, and strictly forbids any form of bribery and corruption during its operation.

Employees are obliged to avoid conflict of interests while dealing with suppliers, customers and other third parties
in cooperation with the Group. Employees on important positions are required to sign the anti-commercial bribery
commitment with the Group. The Group encourages employees to disclose illegal behaviors and keeps the whistleblower’s
privacy strictly confidential. With regard to procurement process, the Group has set up an internal monitoring group to assess
suppliers’ performance on a monthly basis for the identification and prevention of any illegal activities.

During the Year, there was no violation of relevant laws and regulations within the Group.

COMMUNITY INVESTMENT

While focusing on its development and growth, the Group also actively fulfills its social responsibilities by making donations
to the afflicted areas of Wenchuan earthquake, the Education Fund in Donghua Town and the Yingde Courageous Fund,
and participating in public welfare activities like the poverty alleviation activity in Houde Town and the poverty alleviation

plan in Guangdong Province.

During the Year, the Group continued to contribute to the community and help those in need by donating to relevant
charity organizations.
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The Directors of the Company are pleased to present the annual report and the audited consolidated financial statements of
the Group for the year ended 30 June 2017.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and the principal activities of the Group are design, research,
development, manufacturing, sales, retailing and wholesales of handbags, small leather goods, travel goods and footwear
products, provision of advertising and marketing services and property investment. Particulars of the principal activities of
the Company’s subsidiaries are set out in note 4 to the consolidated financial statements of the Group for the year ended 30
June 2017.

RESULTS AND PROPOSED FINAL DIVIDEND

The results of the Group for the year ended 30 June 2017 are set out in the consolidated statement of profit or loss on page
59.

An interim dividend of HK6 cents per share was paid on 13 April 2017. The Directors recommended the payment of a
final dividend of HK6 cents per share for the year ended 30 June 2017 (30 June 2016: a final dividend of HK13 cents and
a special dividend of HK15 cents) to the shareholders whose names appear on the register of members of the Company on
Tuesday, 21 November 2017. The final dividend, subject to approval by the shareholders at the annual general meeting to
be held on Monday, 13 November 2017 (the “2017 AGM”), will be paid on or before Friday, 8 December 2017.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed on Tuesday, 21 November 2017 and Wednesday, 22 November
2017, during which period no share transfer will be registered. In order to qualify for the proposed final dividend, all
completed transfer documents, accompanied by relevant share certificates, must be lodged with the Company’s Hong Kong
branch share registrar and transfer office, Union Registrars Limited (the “Hong Kong Branch Share Registrar”), at Suites
3301-04, 33/F., Two Chinachem Exchange Square, 338 King’s Road, North Point, Hong Kong, for registration not later
than 4:00 p.m. on Monday, 20 November 2017.

The register of members of the Company will be closed from Monday, 6 November 2017 to Monday, 13 November 2017
(both days inclusive), during which period no share transfer will be registered. The record date for determining shareholders
of the Company who will be entitled to attend the 2017 AGM will be at the close of business on Monday, 6 November
2017. In order to be eligible to attend and vote at the 2017 AGM, all completed transfer documents, accompanied by
relevant share certificates, must be lodged with the Hong Kong Branch Share Registrar at the address stated above, for
registration not later than 4:00 p.m. on Friday, 3 November 2017.

SUMMARY FINANCIAL INFORMATION

A summary of the published results, assets and liabilities of the Group for the last five financial years is set out on page 122
of the annual report. This summary does not form part of the audited consolidated financial statements.

SHARE CAPITAL AND PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
OF THE COMPANY

Details of the share capital of the Company for the year ended 30 June 2017 are set out in note 24 to the consolidated
financial statements.

There was no purchase, sale or redemption of the Company’s listed securities by the Company or any of its subsidiaries
during the year ended 30 June 2017.
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RESERVES AND DISTRIBUTABLE RESERVES

Details of the movements in reserves of the Group and the Company during the year and distributable reserves of the
Company as at 30 June 2017 are set out on page 62 in the consolidated statement of changes in equity and note 34 to the
consolidated financial statements respectively.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s articles of association and the Companies Law of the
Cayman Islands, which would oblige the Company to offer new shares on a pro rata basis to existing shareholders.

PROPERTY, PLANT AND EQUIPMENT, INVESTMENT PROPERTIES AND PREPAID
LAND LEASE PAYMENTS

Details of movements during the year in property, plant and equipment, investment properties and prepaid land lease
payments of the Group are set out in notes 13, 14 and 15 to the consolidated financial statements respectively.

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of revenue attributable to the Group’s five largest customers to the total revenue of the Group was 51.4%
for the year ended 30 June 2017. The percentage of revenue attributable to the Group’s largest customer to the total
revenue of the Group was 15.8% for the year ended 30 June 2017.

The percentage of purchases attributable to the Group’s five largest suppliers to the total purchases of the Group was
14.6% for the year ended 30 June 2017. The percentage of purchases attributable to the Group’s largest supplier to the
total purchases of the Group was 4.3% for the year ended 30 June 2017.

To the best of the Directors’ knowledge, none of the Directors, their close associates or any shareholder who owns more
than 5% of the Company’s share capital had an interest in any of the major customers or suppliers above.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of the business of the
Company or its subsidiaries, which are not contracts of service with any director of the company or any person engaged in
the full-time employment of the company, were entered into or existed during the year.

DIRECTORS

The Directors of the Company during the year and up to the date of this report are as follows:

Executive Directors:

Mr. Yeung Michael Wah Keung (Chairman)

Mr. Yeung Wo Fai (Chief Executive Officer)

Mr. Yeung Andrew Kin (Deputy General Manager)

Mr. Lau Kin Shing, Charles (Chief Financial Officer) (appointed on 1 June 2017)
Mr. Chan Ka Dig Adam (resigned with effect from 27 July 2017)*

Independent Non-executive Directors:
Mr. Yeung Chi Tat

Mr. Kwan Po Chuen, Vincent

Mr. Lung Hung Cheuk

* Mr. Chan Ka Dig Adam resigned as executive Director due to other business commitment.
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In accordance with article 16.18(B) of the Company’s articles of association, Mr. Yeung Chi Tat and Mr. Kwan Po Chuen,
Vincent retire by rotation at the forthcoming annual general meeting of the Company and, being eligible, offer themselves
for re-election.

In accordance with article 16.2 of the Company’s articles of association and Code Provision A.4.2 of Appendix 14 to
the Listing Rules, Mr. Lau Kin Shing, Charles will hold office only until the forthcoming annual general meeting of the
Company and, being eligible, offer himself for re-election.

The Company has received annual confirmation from each of the independent non-executive Directors of the Company
as regards their independence to the Company and considers that each of the independent non-executive Directors of the
Company is independent to the Company.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election at the forthcoming annual general meeting has a service contract which is
not determinable by the Group within one year without payment of compensation, other than statutory compensation.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 June 2017, the interests and short positions of the directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company and its associated corporations (within the meaning of Part XV of the
SFO, which had been 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 as recorded in the register required to be kept by the Company under Section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code as set out in Appendix 10 to the Listing Rules were as

follows:

(a) Long positions

Number of
underlying
ordinary shares
Number of of the Company Approximate
ordinary shares interested percentage
Capacity/ of the Company pursuant to of the Company’s
Name of Director Nature of interest interested share options issued shares
Mr. Yeung Michael Wah Keung Beneficial owner/ 445,220,000 - 44.45%
personal interest
Mr. Yeung Wo Fai Beneficial owner/ 238,580,000 - 23.82%
personal interest
Mr. Chan Ka Dig Adam Beneficial owner/ - 1,799,000 0.18%
(resigned with effect from personal interest
27 July 2017)
Mr. Lau Kin Shing, Charles Beneficial owner/ 50,000 1,544,000 0.15%
(appointed on 1 June 2017) personal interest

Details of the Directors’ interests in share options granted by the Company are set out below under the heading “Share
Option Scheme”.



SITOY GROUP HOLDINGS LIMITED ANNUAL REPORT 2017 4 5

DIRECTORS REPORT

(b) Rights to acquire shares of the Company
Save as disclosed in the section headed “Share Option Scheme” below, at no time during the year, the Directors or
chief executive of the Company (including their spouse and children under 18 years of age) had any interest in, or
had been granted, or had exercised, any rights to subscribe for shares (warrants or debentures, if applicable) of the
Company or any of its associated corporation required to be disclosed pursuant to the SFO.

Other than as disclosed herein, at no time during the year was the Company, its subsidiaries or holding companies or
fellow subsidiaries a party to any arrangements to enable the Directors to acquire benefits by means of acquisitions of
shares in, or debentures of, the Company or any other body corporate.

Save as disclosed above, as at 30 June 2017, none of the Directors or chief executive of the Company had registered an
interest or a short position in the shares, underlying shares and debentures of the Company and its associated corporations
(within the meaning of Part XV of the SFO) which were required 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 recorded in the register required to be kept by the Company under
Section 352 of the SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code.

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

As at 30 June 2017, so far as the Directors were aware, no person (other than the Directors or chief executive of the
Company as disclosed above) had interests or short positions in the shares or underlying shares of the Company as recorded
in the register required to be kept by the Company under Section 336 of the SFO.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

As at 30 June 2017, none of the Directors had any interest in any business which competes or may compete with the
business of the Group.

DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR CONTRACTS

No Director or his connected entity has or had a material interest, either directly or indirectly, in any transactions,
arrangements or contracts of significance to the business of the Group to which the Company or any of its subsidiaries,
fellow subsidiaries or its parent company was a party subsisting during or at the end of the year ended 30 June 2017.

PERMITTED INDEMNITY PROVISION

Pursuant to the articles of association of the Company, every Director shall be entitled to be indemnified out of the assets of
the Company against all losses or liabilities (to the fullest extent permitted by the Companies Laws of the Cayman Islands)
which he may sustain or incur in or about the execution of the duties of his office or otherwise in relation thereto. The
Company has also arranged appropriate directors’ and officers’ liability insurance coverage for the Directors and officers of
the Group.

UPDATE ON DIRECTORS’ INFORMATION

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in the information of the Directors of the Company since the date
of the last Interim Report are set out below:

Mr. Yeung Andrew Kin has been appointed as the deputy general manager of the Group on 4 September 2017.
Mr. Yeung Chi Tat has been appointed as an independent non-executive director of Guodian Technology & Environment
Group Corporation Limited, a company whose shares are listed on the Main Board of the Stock Exchange, on 8 August

2017.

Mr. Yeung Chi Tat resigned as the independent non-executive director of Ta Yang Group Holdings Limited, a company
whose shares are listed on the Main Board of the Stock Exchange with effect from 10 September 2017.
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SHARE OPTION SCHEME

A share option scheme was approved and adopted on 15 November 2011 (the “Share Option Scheme”) to provide the
Company with a flexible means of giving incentive to, rewarding, remunerating, compensating and/or providing benefits to
the participants of the scheme.

The Board mays, at its discretion, invite any Directors (excluding independent non-executive Directors), any senior managers
or any employees (whether full-time or part-time) of each member of the Group provided that the Board shall have absolute
discretion to determine whether or not one falls within the above categories; (together, the “Participants” and each a
“Participant”), to take up options to subscribe for Shares at a price determined. In determining the basis of eligibility of
each Participant, the Board would take into account such factors as the Board may at its discretion consider appropriate.

The total number of shares, which may be issued upon exercise of all options granted or to be granted under the Share
Option Scheme and any other share option scheme of the Company shall not in aggregate exceed 10% of the total number
of shares in issue immediately following completion of the Global Offering and the Capitalization Issue (as defined in
the prospectus issued by the Company on 24 November 2011), unless the Company obtains a prior approval from its
shareholders. The options lapsed in accordance with the terms of the Share Option Scheme will not be counted for the

purpose of calculating such 10% limit.

The limit on the 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 the Company must not exceed 30% of
total number of the shares in issue from time to time. No options may be granted under the Share Option Scheme and any
other share option schemes of the Company (or its subsidiary) if this will result in such limit being exceeded.

As at the date of this report, the total number of shares available for issue under the Share Option Scheme is 96,731,000
(representing approximately 9.66% of the existing issued shares of the Company) and a total of 6,299,000 shares
(representing approximately 0.63% of the existing issued shares of the Company) may be issued upon exercise of all options
that have been granted but not yet lapsed or exercised under the Share Option Scheme.

Unless approved by shareholders of the Company in general meeting in the manner stipulated in the Listing Rules, the
maximum entitlement for any one Participant (including both exercised and outstanding options) in any 12-month period
shall not exceed 1% of the total number of shares in issue.

Where the Board proposes to grant any option to a Participant who is a substantial shareholder of the Company, or any
of his/her/its respective associates, would result in the shares issued and to be issued upon exercise of all options already
granted and to be granted under the Share Option Scheme and any other share option schemes of the Company (including
options exercised, cancelled and outstanding) to him/her/it in the 12-month period up to and including the proposed offer
date of such grant (the “Relevant Date”): (a) representing in aggregate more than 0.1% of the total number of shares in
issue on the Relevant Date; and (b) having an aggregate value, based on the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet on the Relevant Date in excess of HK$5,000,000, such proposed grant of options must
be approved by the shareholders of the Company in general meeting.



SITOY GROUP HOLDINGS LIMITED ANNUAL REPORT 2017 4 7

DIRECTORS REPORT

The period under which an option must be exercised shall be such period as the Board may in its absolute discretion
determine at the time of grant, save that such period shall not be longer than ten years from the date on which an offer
is made to the Participant pursuant to the Share Option Scheme. The minimum period for which an option must be held
before it can be exercised is determined by the Board upon the grant of an option. The amount payable upon acceptance of
an offer of the grant of an option is HK$1.00. The full amount of the exercise price for the subscription of shares must be
paid upon exercise of an option.

The subscription price in respect of each share issued pursuant to the exercise of the options granted under the Share Option
Scheme shall be a price solely determined by the Board and notified to a Participant and shall be at least the highest of: (a)
the closing price of the shares as stated in the Stock Exchange’s daily quotation sheet on the offer date; (b) a price being the
average of the closing prices of the shares as stated in the Stock Exchange’s daily quotation sheets for the 5 business days
immediately preceding the offer date; and (c) the nominal value of a share. The Share Option Scheme shall be valid and

effective for a period of 10 years commencing on 15 November 2011.

During the year ended 30 June 2017, no share options were conditionally or unconditionally (as the case may be) granted
and share options granted to subscribe for a total of 768,000 ordinary shares of HK$0.10 each of the Company were lapsed
under the Share Option Scheme. Accordingly, share options to subscribe for 6,299,000 ordinary shares of HK$0.10 each of
the Company were outstanding as at 30 June 2017.

As at 30 June 2017, 2,103,000 share options have been vested and 2,103,000 shares are issuable for the outstanding share
options granted under the Share Option Scheme.

Details of the movements of the share options under the Share Option Scheme during the year ended 30 June 2017 are as
follows:

Number of Share Options

Balance

Balance ~ Granted  Exercised  Cancelled Lapsed asat

asat during the during the  during the  during the 30 June

Grantees Date of Grant Exercise Price  Exercise Period 1 July 2016 year year year year 2017
Directors:
Mr. Lau Kin Shing, 21 September 2015 HK$3.84 21 September 2016 to 1,544,000 - - - - 1,544,000
Charles (appointed 20 September 2025 (ii)
on 1 June 2017)
Mr. Chan Ka Dig 21 September 2015 HK$3.84 21 September 2016 to 1,799,000 - - - - 1,799,000
Adam (resigned with 20 September 2025 (ii)
effect from 27 July 2017)
Sub~total: 3,343,000 - - - - 3,343,000
Eligible employees (i) 21 September 2015 HK$3.84 21 September 2016 to 3,724,000 - - - (768,000) 2,956,000

20 September 2025 (ii)

Grand Total: 7,067,000 - - (768,000) 6,299,000
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Notes:

(i)  Share options were granted to certain eligible employees, all working under employment contracts that are regarded as
“continuous contracts” for the purposes of the Employment Ordinance and are participants of the Share Option Scheme
with share options not exceeding the respective individual limits.

(i)  The share options granted to the above Director(s) and eligible employees shall be vested in three equal tranches subject
to the certain vesting conditions as set out in their respective offer letters, including, among others, financial targets of the
Group. The vesting periods of the share options are between the date of grant and the dates of commencement of exercise
periods. The vesting and exercise periods of the share options are as follows:

Share options Vesting period Exercise period

One-third of share options (rounded 21.09.2015 to0 20.09.2016 21.09.2016 to0 20.09.2025
up to the nearest 1,000 share options)

One-third of share options (rounded 21.09.2015 to 20.09.2017 21.09.2017 to 20.09.2025
up to the nearest 1,000 share options)

Remaining share options 21.09.2015 to 20.09.2018 21.09.2018 to 20.09.2025

Except as disclosed above, no share option lapsed or was granted, exercised or cancelled under the Share Option Scheme
during the year ended 30 June 2017.

EQUITY-LINKED AGREEMENTS

Save as disclosed above, no equity-linked agreements were entered into during the year or subsisted at the end of the year.

CONNECTED TRANSACTIONS

The related party transactions of the Company for the year ended 30 June 2017 are set out in note 30 to the consolidated
financial statements. Other than disclosed below, the related party transactions of the Company did not constitute
connected transactions or continuing connected transactions of the Company under Chapter 14A of the Listing Rules which
are required to comply with any of the reporting, announcement or independent Shareholders’ approval requirements under
the Listing Rules.

Non-exempt Continuing Connected Transactions

During the year ended 30 June 2017, the Group has entered into the following transactions, which constituted non-exempt
continuing connected transactions for the Company subject to announcement, annual review and reporting requirements
but exempt from the independent Shareholders’ approval requirement under Chapter 14A of the Listing Rules. The
Company shall comply with the annual review and reporting requirements for all of the following non-exempt continuing
connected transactions under Chapter 14A of the Listing Rules.
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Leasing of Properties
Pursuant to Chapter 14A of the Listing Rules, details of the non-exempt continuing connected transactions for the year
ended 30 June 2017 required to be disclosed in the annual report are as follows:

On 1 April 2016, Sitoy (Hong Kong) Handbag Factory Limited (“Sitoy HK”), an indirectly wholly-owned subsidiary of
the Company, entered into a tenancy agreement with each of Maxon Properties Limited (“Maxon”) and Golden Palace
Corporation Limited (“Golden Palace”), each for a term commencing from 1 April 2016 to 30 June 2018 (both days
inclusive).

As (i) Maxon is directly wholly-owned by Mr. Yeung Michael Wah Keung, a controlling shareholder, the chairman and an
executive Director of the Company, and (ii) Golden Palace is directly wholly-owned by Mr. Yeung Wo Fai, a substantial
shareholder, the chief executive officer and an executive Director of the Company, each of Maxon and Golden Palace, being
an associate of Mr. Yeung Michael Wah Keung and Mr. Yeung Wo Fai respectively, is therefore a connected person of
the Company. Accordingly, the transactions contemplated under the following tenancy agreements constitute non-exempt
continuing connected transactions of the Company:

Parties Lease premises Rent
Tenancy agreement A Sitoy HK and a residential unit situated at HK$200,000, payable in cash
Maxon Kadoorie Avenue, by Sitoy HK on monthly basis
Kowloon, Hong Kong
Tenancy agreement B Sitoy HK and a residential unit situated at HK$200,000, payable in cash
Golden Palace Celestial Heights Phase 2, by Sitoy HK on monthly basis

80 Sheung Shing Street,
Ho Man Tin, Kowloon,
Hong Kong

Nature of the transactions
Leasing of premises in Hong Kong from Maxon and Golden Palace to Sitoy HK as executive quarters of the Group.

The annual cap for the year ended 30 June 2017 in respect of the aggregate rent payable by Sitoy HK to Maxon and Golden
Palace is HK$4,800,000.

Details of the above non-exempt continuing connected transactions were disclosed in the announcement of the Company
dated 1 April 2016.
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Confirmation of Independent Non-executive Directors

The independent non-executive Directors has reviewed the above non-exempt continuing connected transactions and
confirmed that the transactions have been entered into: (i) in the ordinary and usual course of business of the Group;
(ii) either on normal commercial terms or, if there are not sufficient comparable transactions to judge whether they are
on normal commercial terms, on terms no less favourable to the Group than terms available to or from (as appropriate)
independent third parties; and (iii) in accordance with the relevant agreements governing them on terms that are fair and
reasonable and in the interests of the Shareholders as a whole.

Confirmation from Auditors of the Company

The Board of Directors has received an unqualified letter issued by Ernst & Young, the auditors of the Company in
accordance with Hong Kong Standard on Assurance Engagement 3000 and Practice Note 740 issued by the Hong Kong
Institute of Certified Public Accountants confirming that:

a.  nothing has come to their attention that causes them to believe that the above non-exempt continuing connected
transaction has not been approved by the Board;

b.  nothing has come to their attention that causes them to believe that the transaction was not entered into, in all
material respects, in accordance with the relevant agreements governing such transaction; and

c.  nothing has come to their attention that causes them to believe that the disclosed continuing connected transaction
has exceeded the annual cap set by the Company.

A copy of the letter has been provided by the Company to the Stock Exchange.

In relation to the related party transactions which also constituted connected transactions or continuing connected
transactions of the Company under the Listing Rules, the Company has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules, the details of which required to be disclosed in the annual report have
been set out above.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the knowledge of the Directors as at the latest
practicable date prior to the issue of this report, the Company has maintained sufficient public float of not less than 25% of
its shares in the hands of the public throughout the Year under Review and up to the date of this report.

EVENTS AFTER THE END OF THE REPORTING PERIOD

Details of the significant events after the end of the reporting period of the Group are set out in note 33 to the consolidated
financial statements.

CORPORATE GOVERNANCE

Principal corporate governance practices adopted by the Company are set out in the Corporate Governance Report of this
report.

BUSINESS REVIEW

A fair review of the business and outlook of the Company as well as a discussion and analysis of the Group’s performance
during the year ended 30 June 2017 and the material factors underlying its results and financial position can be found in
the Chairman’s Statement on pages 10 to 12 and the Management Discussion and Analysis on pages 13 to 18 of this annual
report. An analysis using financial key performance indicators can be found in the Financial Highlights on pages 8 to 9 of
this annual report. These discussions and financial highlights form part of this Directors’ Report.
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ENVIRONMENTAL POLICY

The Group is committed to achieve the development of sustainability of communities. An environmental policy has been
adopted by the Group for implementation of environmentally friendly measures and practices in the operation of the
Group’s businesses. The Group adheres to the principle of Recycling and Reducing and implements green office practices, e.g.
using recycled paper, setting up recycling bins, and double-sided printing and copying.

The Group will review the environmental policy from time to time and will consider implementing further environmentally
friendly measures and practices in the operation of the Group’s businesses. A discussion and analysis of the Group’s
environmental policy can be found in the Environmental, Social and Governance Report on pages 34 to 41 of this annual
report.

COMPLIANCE WITH THE RELEVANT LAWS AND REGULATIONS

The Company compiles with the requirements under the Companies Law of the Cayman Islands, the Listing Rules and the

SFO for, among other things, the disclosure of information and corporate governance.

During the year ended 30 June 2017, there was no material breach of or non-compliance with the applicable laws and
regulations by the Group that have a significant impact on the Group’s business.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group’s activities involve the retail business, the manufacturing business as well as property investment business. The

principal types of risk faced by each business are listed below.
For the retail business, the risks and uncertainties include:

o Falling consumer spending leading to excess inventory in the retail channels and the need for aggressive discounting

activity, and/or inventory obsolescence and discounting due to rapid changes in fashion trends.

o Changes in government policy that reduce customers’ desire to buy fashion products.
o The Group faces risks associated with the reliance on/potential loss of key management personnel.
o Impact on sales, costs, profit and cash:
[ Economic conditions in China
L] Change in market trends
n Cost of wages and salaries, rents, services and utilities
[ Competitor activity
J The Group with substantial operations and interests in the PRC is subject to the risk of adverse movements in

foreign currency exchange rates as the HK$ is used as the reporting currency.

o Failure or unavailability of operational and/or IT infrastructure.
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For the manufacturing business, the risks and uncertainties include:

o The Group faces risks and challenges associated with managing different production line staff.
o The Group faces risks associated with the reliance on/potential loss of key management personnel.
o Changes in government policy that may create adversity for the manufacturing industry.
o Fluctuations in commodities and other production inputs could impact the profitability of the Group.
o Impact on sales, costs, profit and cash:
u Economic conditions
] the rising cost of wages and salaries, rents, services and utilities
L] Change in market trends
[ ] Competitor activity
o Failure or unavailability of operational and/or IT infrastructure.

For property investment business, the risks and uncertainties include:

The Group faces risks and challenges associated with locating potential tenants with acceptable price and other

terms.
o Changes in government policy that may create adversity for the real estate market.
o The Group faces risks associated with the reliance on/potential loss of key management personnel.
o Impact on sales, costs, profit and cash:
L] Global market fluctuation and economic conditions in Hong Kong
] Macroeconomic environment of Hong Kong
[ ] Interest rate of Hong Kong
L] Real estate market environment in Hong Kong
u Cost of agency fee
o The Group faces the risk of fair value downturn of the investment properties in the future.

o Possibility of realization of the assumption used in valuation of the properties.
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KEY RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS AND SUPPLIERS

As a manufacturer, the Group has always paid great attention to and maintained a good working relationship with
the upstream suppliers, and has been providing quality professional and customer-oriented services for its downstream
customers. The aforementioned suppliers and customers are good working partners creating value for the Group. The
Group also values the knowledge and skills of its employees, and continues to provide favourable career development
opportunities for its employees.

AUDITORS

A resolution will be proposed at the forthcoming annual general meeting to re-appoint Ernst & Young as auditors of the
Company to hold office until the conclusion of the next annual general meeting.

On behalf of the Board
Sitoy Group Holdings Limited

Yeung Michael Wah Keung
Chairman
Hong Kong, 18 September 2017
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Emst & Young RKGaHAIEIEER Tel B2E: +852 2846 9888

22/F, CITIC Tower BEPRRFEE 158 Fax {8E: +852 2868 4432
1 Tim Mei Avenue h{EKE 2218 ey.com
Central, Hong Kong

To the shareholders of Sitoy Group Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Sitoy Group Holdings Limited (the “Company”) and its subsidiaries
(the “Group”) set out on pages 59 to 121, which comprise the consolidated statement of financial position as at 30 June 2017,
and the consolidated statement of profit or loss, the consolidated statement of comprehensive income, the consolidated statement
of changes in equity and the 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 30 June 2017, and of its consolidated financial performance and its consolidated cash flows for the year then ended
in accordance with International Financial Reporting Standards (“IFRSs”) issued by the International Accounting Standards
Board (“IASB”) 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 Hong Kong Institute
of Certified Public Accountants (“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.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, 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. For each
matter below, our description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters. Accordingly, our audit included the performance of procedures
designed to respond to our assessment of the risks of material misstatement of the consolidated financial statements. The results of
our audit procedures, including the procedures performed to address the matters below, provide the basis for our audit opinion on
the accompanying consolidated financial statements.
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KEY AUDIT MATTERS (continued)

Key audit matter How our audit addressed the key audit matter

Valuation of investment properties

As at 30 June 2017, investment properties amounted
to approximately HK$571,556,000, and represented
approximately 24% of the total consolidated assets of the
Group, which was material to the financial statements.
To support management’s assessment of the fair value of
the properties, it was the Group’s policy that property
valuations are performed by an external appraiser at least
once a year. The valuation of the properties involved
significant judgement, was highly dependent on estimates
and was based on a number of assumptions, such as

market rent, market yield and term yield.

The accounting policies and disclosures of the valuation
of investment properties are included in notes 2.4, 3(ii)

and 14 to the consolidated financial statements.

Inventory provisioning

As at 30 June 2017, the Group had inventories of
approximately HK$239,023,000. Because of the fast
changing market conditions, significant judgement and
estimates made by management are involved in identifying
inventories with net realizable values that are lower than
their costs, and obsolescence with reference to the selling
prices and salability of inventories, and the prevailing
sales trend.

The related judgement, estimates and disclosure of
inventory provisioning are disclosed in notes 2.4, 3(v) and
18 to the consolidated financial statements.

We considered the objectivity, independence and expertise of
the external appraiser. We assessed the valuation approach
and the key assumptions used, which included market rent,
market yield and term yield which were used in developing
the valuation through the income approach or market
approach. Our internal valuation specialists were involved
to assist us in evaluating the techniques and key assumptions
used in the calculation against valuation guidelines and

industry practice.

Our procedures included, among others, selecting samples
of inventories and reviewing their net realizable values
with reference to their selling prices subsequent to the end
of the reporting period and the Group’s pricing strategy.
We evaluated management’s assessment of obsolescence of
inventories with reference to their ageing, the condition of
inventories, and the historical and prevailing sales trend.
We also evaluated sales forecasts prepared by management
through benchmarking against market data and historical

sales trend of the Group.
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OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

The directors of the Company are responsible for the other information. The other information comprises 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 THE DIRECTORS FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

In preparing the consolidated financial statements, the directors of the Company 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 of the Company either intend to liquidate the Group or to cease operations or have no realistic
alternative but to do so.

The directors of the Company are assisted by the Audit Committee 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. Our report is
made solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept liability to any other
person for the contents of this report.

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.
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INDEPENDENT AUDITOR’S REPORT

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

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

. 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.

o 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.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the directors.

o 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.

o 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.

o 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 regarding, 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.
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INDEPENDENT AUDITOR’S REPORT

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

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 Leung Wai Lap, Philip.

Ernst & Young
Certified Public Accountants
Hong Kong

18 September 2017
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Year ended 30 June 2017
Year ended 30 June

2017 2016

HK$°000 HK$°000

REVENUE 6 1,916,937 2,837,018
Cost of sales (1,398,803) (2,070,188)
Gross profit 518,134 766,830
Other income and gains 6 62,148 93,772
Selling and distribution expenses (134,885) (152,370)
Administrative expenses (207,129) (255,777)
Other expenses (1,874) (7,114)
PROFIT BEFORE TAX 7 236,394 445,341
Income tax expense 10 (25,312) (75,199)
PROFIT FOR THE YEAR 211,082 370,142

Attributable to:
Owners of the Company 211,082 370,142

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE COMPANY

Basic and diluted (HK cents) 12 21.08 36.96
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Year ended 30 June 2017

Year ended 30 June

2017 2016
HK$°000 HK$°000

PROFIT FOR THE YEAR 211,082 370,142

OTHER COMPREHENSIVE (EXPENSE)/INCOME

Exchange differences on translation of foreign operations (14,586) (83,953)
Gain on property revaluation 14 24,688 -
OTHER COMPREHENSIVE INCOME/(EXPENSE) FOR

THE YEAR, NET OF TAX 10,102 (83,953)
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 221,184 286,189

Attributable to:

Owners of the Company 221,184 286,189
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

30 June 2017

As at As at
30 June 30 June

2017 2016
HK$’000 HK$°000

NON-CURRENT ASSETS

Property, plant and equipment 13 462,572 497,597
Investment properties 14 571,556 503,556
Prepaid land lease payments 15 16,966 17,653
Intangible asset 16 5,734 5,559
Deferred tax assets 17 20,613 15,270
Prepayments 20 364 146
Total non-current assets 1,077,805 1,039,781
CURRENT ASSETS
Inventories 18 239,023 274,605
Trade receivables 19 322,516 251,967
Prepayments, deposits and other receivables 20 42,043 44,087
Pledged deposits 21 22,798 22,495
Time deposit with original maturity of more than three months 21 34,565 -
Cash and cash equivalents 21 595,820 830,572
Total current assets 1,256,765 1,423,726
CURRENT LIABILITIES
Trade payables 22 156,044 131,300
Other payables and accruals 23 97,949 103,889
Tax payable 15,476 46,076
Total current liabilities 269,469 281,265
NET CURRENT ASSETS 987,296 1,142,461
TOTAL ASSETS LESS CURRENT LIABILITIES 2,065,101 2,182,242
NON-CURRENT LIABILITIES
Deferred tax liabilities 17 2,503 2,680
Total non-current liabilities 2,503 2,680
Net assets 2,062,598 2,179,562
EQUITY
Equity attributable to owners of the Company
Share capital 24 100,153 100,153
Reserves 26 1,962,445 2,079,409
Total equity 2,062,598 2,179,562
Yeung Michael Wah Keung Yeung Wo Fai

Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 30 June 2017

Attributable to owners of the Company

Share Share Statutory Asset  Exchange
Share  premium option Merger reserve  revaluation fluctuation  Retained

capital account* reserve® reserve* fund*  reserve** reserve* profits* Total
HK$000  HK$000 HK$000 HKS$000 HK$000 HKS$000 HKS$000  HKS$000  HKS$000
(note24)  (note26)  (note25)  (notc26)  (note26)

At 1 ]uly 2016 100,153 1,010,081 3,538 4,030 57,158
Profit for the year - - - - - -

(45,600) 1,050,202 2,179,562
211,082 211,082

Other comprehensive income for the year:
Exchange differences on translation of

foreign operations - - - - - - (14,586) - (14,586)
Gain on property revaluation (note 14) - - - - - 24,688 - - 24,688
Total comprehensive income for the year - - - - - 24,688 (14,586) 211,082 221,184
2016 final dividend declared - - - - - - - (130,199)  (130,199)
2016 special dividend declared - - - - - - - (150,230)  (150,230)
2017 interim dividend declared - - - - - - - (60,092) (60,092)
Equity-settled share option arrangement - - 2,373 - - - - - 2,373
Transfer of share option reserve upon
the lapse of share options - - (432) - - - - 432 -
Transfer from retained profits - - - - 2,138 - - (2,138) -
At 30 June 2017 100,153 1,010,081 5,479 4,030 59,296 24,688 (60,186) 919,057 2,062,598

The asset revaluation reserve arose from a change in use from an owner-occupied property to an investment property carried
at fair value on transfer date.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 30 June 2017

Attributable to owners of the Company

Share Share Statutory  Exchange

Share premium option Merger reserve  fluctuation Retained

capital account* reserve* reserve* fund* reserve* profits* Total
HK$°000 HK$°000 HK$’000 HK$000 HK$000 HK$°000 HK$000 HK$°000
(note 24) (note 26) (note 25) (note 26) (note 26)

At 1 July 2015 100,153 1,010,081 - 4,030 50,718 38,353 916,610 2,119,945
Profit for the year - - - - - - 370,142 370,142
Other comprehensive income for the year:

Exchange differences on translation of

foreign operations - - - - - (83,953) - (83,953)

Total comprehensive income for the year - - - - - (83,953) 370,142 286,189
2015 final dividend declared - - - - - - (130,199)  (130,199)
2016 interim dividend declared - - - - - - (100,153)  (100,153)
Equity-settled share option arrangement - - 3,780 - - - - 3,780
Transfer of share option reserve upon

the lapse of share options - - (242) - - - 242 -
Transfer from retained profits - - - - 6,440 - (6,440) -
At 30 June 2016 100,153 1,010,081 3,538 4,030 57,158 (45,6000 1,050,202 2,179,562

These reserve accounts comprise the consolidated reserves of HK$1,962,445,000 (30 June 2016: HK$2,079,409,000) in the
consolidated statement of financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 30 June 2017

Year ended 30 June

2017 2016
HK$°000 HK$°000

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before tax 236,394 445,341
Adjustments for:

Loss on disposal of items of property, plant and equipment 7 1,794 1,027

Depreciation 7 46,155 50,705

Amortization of prepaid land lease payments 7 414 442

Gain on bargain purchase 7 - (70,000)

Fair value gain on investment properties 7 (40,609) -

Equity-settled share option expense 25 2,373 3,780

Write-down of inventories to net realizable value 7 5,358 5,997

251,879 437,292

(Increase)/decrease in trade receivables (70,549) 111,713
Decrease in prepayments, deposits and other receivables 2,044 21,015
Decrease in inventories 30,224 154,009
Increase/(decrease) in trade payables 24,744 (192,096)
Decrease in other payables and accruals (12,979) (27,135)
Cash generated from operations 225,363 504,798
Hong Kong profits tax paid (55,595) (101,966)
Mainland China income tax paid (5,813) (37,507)
NET CASH FLOWS FROM OPERATING ACTIVITIES 163,955 365,325
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of items of property, plant and equipment (23,785) (25,460)
Purchases of intangible asset (175) (1,419)
Acquisition of a subsidiary - (557,801)
Proceeds from disposal of items of property, plant and equipment 123 77
Increase in time deposit with original maturity of

more than three months (34,565) -
NET CASH FLOWS USED IN INVESTING ACTIVITIES (58,402) (584,603)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid (340,521) (230,352)
Decrease/(increase) in pledged deposits (303) 738
NET CASH FLOWS USED IN FINANCING ACTIVITIES (340,824) (229,614)
NET DECREASE IN CASH AND CASH EQUIVALENTS (235,271) (448,892)
Cash and cash equivalents at beginning of year 830,572 1,322,589
Effect of foreign exchange rate changes, net 519 (43,125)
Cash and cash equivalents at end of year 595,820 830,572
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cash and bank balances 21 489,404 475,811
Non-pledged deposits with original maturity of

less than three months when acquired 106,416 354,761

Cash and cash equivalents as stated in the consolidated statement of
financial position and in the consolidated statement of cash flows 21 595,820 830,572
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2.1

Year ended 30 June 2017

CORPORATE AND GROUP INFORMATION

Sitoy Group Holdings Limited (the “Company”) was incorporated as an exempted company with limited liability in
the Cayman Islands on 21 February 2008 under the Companies Law, Chapter 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands. The registered office address of the Company, up to 30 September 2016, is Floor
4, Willow House, Cricket Square, P.O. Box 2804, Grand Cayman KY1-1112, Cayman Islands, on or after 1 October
2016, is Grand Pavilion, Hibiscus Way, 802 West Bay Road, P.O. Box 31119, KY1-1205, Cayman Islands. In the
opinion of the Directors, the Company’s controlling shareholders are Mr. Yeung Michael Wah Keung and Mr. Yeung
Wo Fai.

The principal activities of the Company and its subsidiaries (collectively referred to as the “Group”) are the design,
research, development, manufacturing, sale, retailing and wholesale of handbags, small leather goods, travel goods

and footwear products, provision of advertising and marketing services, and property investment.

The Company’s shares were listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Hong
Kong Exchange”) on 6 December 2011.

BASIS OF PREPARATION

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRSs”) (which include all International Financial Reporting Standards, International Accounting
Standards (“IASs”) and Interpretations) issued by the International Accounting Standards Board (“IASB”) and the
disclosure requirements of the Hong Kong Companies Ordinance. They have been prepared under the historical cost
convention, except for investment properties, which have been measured at fair value. The consolidated financial
statements are presented in Hong Kong dollars (“HK$”) and all values are rounded to the nearest thousand except
when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and entities controlled by
the Company (i.e. its subsidiaries) for the year ended 30 June 2017. A subsidiary is an entity (including a structured
entity), directly or indirectly, controlled by the Company. Control is achieved when the Group is exposed, or has
rights, to variable returns from its involvement with the investee and has the ability to affect those returns through its
power over the investee (i.e., existing rights that give the Group the current ability to direct the relevant activities of
the investee).

When the Company has, directly or indirectly, less than a majority of the voting or similar rights of an investee, the

Group considers all relevant facts and circumstances in assessing whether it has power over an investee, including:
(a) the contractual arrangement with the other vote holders of the investee;
(b)  rights arising from other contractual arrangements; and

(c)  the Group’s voting rights and potential voting rights.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year ended 30 June 2017

2.1 BASIS OF PREPARATION (continued)
Basis of consolidation (continued)
The financial statements of the subsidiaries are prepared for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries are consolidated from the date, on which the Group obtains

control, and continue to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of the parent of the
Group. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions between
members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control described above. A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity transaction.

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES
The Group has adopted the following new and revised standards IFRSs for the first time for the current year’s

consolidated financial statements.

Amendments to IFRS 10, Investment Entities: Applying the Consolidation Exception
IFRS 12 and IAS 28 (2011)
Amendments to IFRS 11 Accounting for Acquisitions of Interests in Joint Operations
IFRS 14 Regulatory Deferral Accounts
Amendments to TAS 1 Disclosure Initiative
Amendments to IAS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation and Amortization
Amendments to IAS 16 and IAS 41 Agriculture: Bearer Plants
Amendments to IAS 27 (2011) Equity Method in Separate Financial Statements
Annual Improvements 2012-2014 Cycle Amendments to a number of IFRSs

The adoption of the new and revised IFRSs has had no significant financial effect on these consolidated financial
statements and there have been no significant changes to the accounting policies applied in these consolidated

financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year ended 30 June 2017

STANDARDS

2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING

The Group has not applied the following new and revised IFRSs, that have been issued but are not yet effective, in

these consolidated financial statements.

IFRS 9

Amendments to IFRS 2
Amendments to IFRS 4
Amendments to IFRS 10 and TAS 28

IFRS 15

IFRS 16

IFRS 17

Amendments to IAS 7

Amendments to TAS 12

Amendments to IFRS 15

Amendments to IAS 40

IFRIC 22

IFRIC 23

Amendments to IFRS 12
included in Annual Improvements
2014-2016 Cycle

Amendments to IFRS 1
included in Annual Improvements
2014-2016 Cycle

Amendments to TAS 28
included in Annual Improvements
2014-2016 Cycle

Financial Instruments®

Classification and Measurement of Share-based Payment Transactions?

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts®

Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture’
Revenue from Contracts with Customers?
Leases®
Insurance Contracts*
Disclosure Initiative!'
Recognition of Deferred Tax Assets for Unrealised Losses!
Revenue from Contracts with Customers*
Transfers of Investment Property?
Foreign Currency Transactions and Advance Consideration®
Uncertainty over Income Tax Treatments®
Disclosure of Interests in Other Entities'

First-time Adoption of International Financial Reporting Standards®

Investments in Associates or Joint Ventures®

Effective for annual periods beginning on or after 1 January 2017
Effective for annual periods beginning on or after 1 January 2018
Effective for annual periods beginning on or after 1 January 2019
Effective for annual periods beginning on or after 1 January 2021
No mandatory effective date yet determined but available for adoption

AW N =
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year ended 30 June 2017

2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

Further information about those IFRSs that are expected to be applicable to the Group is as follows:

In July 2014, the IASB issued the final version of IFRS 9, bringing together all phases of the financial instruments

project to replace IAS 39 and all previous versions of IFRS 9. The standard introduces new requirements for

classification and measurement, impairment and hedge accounting. The Group expects to adopt IFRS 9 from 1 July
2018. During 2016, the Group performed a high-level assessment of the impact of the adoption of IFRS 9. This

preliminary assessment is based on currently available information and may be subject to changes arising from further

detailed analyses or additional reasonable and supportable information being made available to the Group in the

future. The expected impacts arising from the adoption of IFRS 9 are summarized as follows:

(a)

Classification and measurement

The Group does not expect that the adoption of IFRS 9 will have a significant impact on the classification and
measurement of its financial assets. It expects to continue measuring at fair value all financial assets currently
held at fair value. Equity investments currently held as available for sale will be measured at fair value through
other comprehensive income as the investments are intended to be held for the foreseeable future and the Group
expects to apply the option to present fair value changes in other comprehensive income. Gains and losses
recorded in other comprehensive income for the equity investments cannot be recycled to profit or loss when the

investments are derecognized.

Impairment

IFRS 9 requires an impairment on debt instruments recorded at amortized cost or at fair value through other
comprehensive income, lease receivables, loan commitments and financial guarantee contracts that are not
accounted for at fair value through profit or loss under IFRS 9, to be recorded based on an expected credit loss
model either on a twelve-month basis or a lifetime basis. The Group expects to apply the simplified approach
and record lifetime expected losses that are estimated based on the present value of all cash shortfalls over the
remaining life of all of its trade and other receivables. The Group will perform a more detailed analysis which
considers all reasonable and supportable information, including forward-looking elements, for estimation of

expected credit losses on its trade and other receivables upon the adoption of IFRS 9.

The Group does not expect that the adoption of IFRS 9 will have a significant impact on the Group’s financial

performance and financial position, including the measurement of financial assets and disclosures.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year ended 30 June 2017

2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

IFRS 15 establishes a new five-step model that will apply to revenue arising from contracts with customers. Under
IFRS 15, revenue is recognized at an amount that reflects the consideration to which an entity expects to be entitled
in exchange for transferring goods or services to a customer. The principles in IFRS 15 provide a more structured
approach for measuring and recognizing revenue. The standard also introduces extensive qualitative and quantitative
disclosure requirements, including disaggregation of total revenue, information about performance obligations,
changes in contract asset and liability account balances between periods and key judgements and estimates. The
standard will supersede all current revenue recognition requirements under IFRSs. In April 2016, the TASB issued
amendments to IFRS 15 to address the implementation issues on identifying performance obligations, application
guidance on principal versus agent and licenses of intellectual property, and transition. The amendments are also
intended to help ensure a more consistent application when entities adopt IFRS 15 and decrease the cost and
complexity of applying the standard. The Group expects to adopt IFRS 15 on 1 July 2018.

Under IFRS 135, an entity recognizes revenue when (or as) a performance obligation is satisfied, i.e. when “cont