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HAVELLS SYLVANIA AISA PACIFIC LIMITED

REPORT OF THE DIRECTORS

The directors present their report and the audited financial statements of Havells Sylvania Asia
Pacific Limited (the “Company") for the year ended 31 December 2013.

Principal activities

The principal activities of the Company are marketing and selling of lighting products and other
related electronic devices. Details of the principal activities of the Company's subsidiaries are set
out in note 8 to the financial statements. There were no significant changes in the nature of the
Company'’s principal activities during the year.

Results and dividends
The Company's profit for the year ended 31 December 2013 and the state of affairs of the
Company at that date are set out in the financial statements on pages 5 to 28.

The directors do not recommend the payment of any dividend in respect of the year.

Share capital
There were no movements in either the Company's authorised or issued share capital during the

year.

Reserves
Details of movements in the Company's reserves during the year are set out in the statement of
changes in equity.

Directors
The directors of the Company during the year were:

Vikas Agarwal
Meng Xianjun

In accordance with articles 105 and 106 of the Company's articles of association, Vikas Agarwal
and Meng Xianjun will retire by rotation and, being eligible, offer themselves for re-election at the
forthcoming annual general meeting.

Directors’ interests

At no time during the year was the Company, any of its holding companies, subsidiaries or fellow
subsidiaries a party to any arrangement to enable the Company’s directors to acquire benefits by
means of the acquisition of shares in or debentures of the Company or any other body corporate.

Directors' interests in contracts

No director had a material interest, either directly or indirectly, in any contract of significance to
the business of the Company to which the Company, any of its holding companies, subsidiaries or
fellow subsidiaries was a party during the year.




HAVELLS SYLVANIA ASIA PACIFIC LIMITED

REPORT OF THE DIRECTORS

Management contracts

Pursuant to an agreement dated 28 March 2013 between the Company and its fellow subsidiary,
Guangzhou Havells Sylvania Enterprise Limited (“Sylvania Guangzhou'"), Sylvania Guangzhou
provided management services to the Company. The agreement was terminated on 31 December
2013. During the year, the Company paid a management service fee amounting to HK$2,931,840
(2012: HK$2,638,656) in accordance with the terms of the agreement.

Auditors
Ernst & Young retire and a resolution for their reappointment as auditors of the Company will be
proposed at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Director

Hong Kong
16 May 2014
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INDEPENDENT AUDITORS' REPORT

To the shareholder of Havells Sylvania Asia Pacific Limited
(Incorporated in Hong Kong with limited liability)

We have audited the financial statements of Havells Sylvania Asia Pacific Limited (the
“Company") set out on pages 5 to 28, which comprise the statement of financial position as at
31 December 2013, and the statement of comprehensive income, the statement of changes in
equity and the statement of cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Directors' responsibility for the financial statements

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

Auditors' responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
Our report is made solely to you, as a body, in accordance with Section 141 of the Hong Kong
Companies Ordinance, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

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

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

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

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITORS' REPORT (continued)

To the shareholder of Havells Sylvania Asia Pacific Limited

(Incorporated in Hong Kong with limited liability)

Opinion

In our opinion, the financial statements give a true and fair view of the state of the Company's
affairs as at 31 December 2013 and of its profit and cash flows for the year then ended in

accordance with Hong Kong Financial Reporting Standards and have been properly prepared in
accordance with the Hong Kong Companies Ordinance.

Fs s sy

Certified Public Accountants
Hong Kong
16 May 2013

A member firm of Ernst & Young Global Limited



HAVELLS SYLVANIA ASIA PACIFIC LIMITED
STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 December 2013

2013
Notes HKS$
REVENUE 4 43,648,732
Cost of sales (36,434,573)
Gross profit 7,214,159
Other income and gains 4 29,762
Selling and distribution costs (1,460,178)
Administrative expenses (3,397,707)
Other expenses (1,900,559)
PROFIT/(LOSS) BEFORE TAX 5 485,477
Income tax expense 7 - _*
PROFIT/ (LOSS) AND TOTAL COMPREHENSIVE PROFIT/ (LOSS)

FOR THE YEAR 485,477

2012
HKS

30,423,807

(24,422,783)

6,001,024

63,288
(3,264,740)
(2,810,823)

(3,180,537)

(3,191,788)

(3,191,788)



HAVELLS SYLVANIA ASIA PACIFIC LIMITED
STATEMENT OF FINANCIAL POSITION

31 December 2013

NON-CURRENT ASSETS
Investments in subsidiaries

Total non-current assets

CURRENT ASSETS

inventories

Trade receivables

Prepayments, deposits and other receivables
Due from subsidiaries

Due from fellow subsidiaries

Tax recoverable

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade payables

Other payables and accruals

Due to fellow subsidiaries

Due to the ultimate holding company

Total current liabilities

NET CURRENT ASSETS

Net assets

EQUITY
Issued capital
Accumulated losses

Total equity

Director

Notes

11
12

13

14

12
15

16

3 4

2013
HKS

2,342,537
9,640,507
48,176

428,630
439,950
4,164,124

17,063,924

5,172,210
1,972,216
5,100,397

9,044

12,253,867

4,810,057

4,810,057

10,520,000
(5,709,943)

4,810,057

2012
HKS$

382,847
382,847

3,149,314
3,027,803
663,380
15,869
3,359,084
439,950
1,022,671

11,678,071

4,836,602
725,515
2,062,278
111,943

7,736,338
3,941,733
4,324,580
10,520,000

(6,195,420)

4,324,580

....................................................................

Director




HAVELLS SYLVANIA ASIA PACIFIC LIMITED
STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2013

At 1 January 2012

Total comprehensive loss
for the year

At 31 December 2012 and 1 January 2013

Total comprehensive profit
for the year

At 31 December 2013

Issued
capital
HKS

10,520,000

10,520,000

10,520,000

Accumulated

losses Total

HKS HKS
(3,003,632) 7,516,368
(3,191,788) (3,191,788)
(6,195,420) 4,324,580
485,477 485,477
(5,709,943) 4,810,057




HAVELLS SYLVANIA ASIA PACIFIC LIMITED
STATEMENT OF CASH FLOWS

Year ended 31 December 2013

CASH FLOWS FROM OPERATING ACTIVITIES
Profit/(loss) before tax
Adjustments for:
Provision of inventories
Impairment of trade receivables, net
Impairment of amounts due from fellow subsidiaries
Impairment of amounts due from subsidiaries
Impairment loss on investments in subsidiaries
Interest income
Unrealised exchange differences

Decrease in inventories
(Increase)/decrease in trade receivables
Increase in amounts due from subsidiaries
Decrease/(increase) in amounts due from fellow subsidiaries
Decrease/(increase) in prepayments, deposits

and other receivables
Increase/(decrease) in trade payables
Increase in amounts due to feflow subsidiaries
Decrease in an amount due to the ultimate holding company
Increase/(decrease) in other payables and accruals

Cash generated / (used in) from operations

Hong Kong profits tax paid

Net cash flows used in operating activities

Notes

AUt n

2013 2012
HKS HKS
485,477 (3,191,788)
435,661 796,596
(90,414) 1,201,620
950,023 1,955,047
15,869 17,316
382,847 -
(48) (22,779
(30,521) 7,792
2,148,894 763,804
371,116 3,153,147
(6,522,290) 2,253,349
. (15,869)
1,980,431 (4,712,370)
615,204 (484,249)
335,608 (2,300,876)
3,038,119 253,444
(102,899) (2,897,292)
1,246,701 (107,262)
3,110,884 (4,109,194)
3,110,884 (4,109,194)




HAVELLS SYLVANIA ASIA PACIFIC LIMITED
STATEMENT OF CASH FLOWS (continued)

Year ended 31 December 2013

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

Net cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Receipt of repayment of a loan to a fellow subsidiary

Net cash flows from financing activities

NET INCREASE/(DECREASE) IN CASH

AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of year
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS
AT END OF YEAR

ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
Cash and bank balances

Note

13

2013 2012

HKS HKS

48 22,779

48 22,779

(723) 3,153,432
(723) 3,153,432
3,110,209 (932,983)
1,022,671 1,953,028
31,244 2,626
4,164,124 1,022,671
4,164,124 1,022,671




HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

2.1

2.2

CORPORATE INFORMATION

Havells Sylvania Asia Pacific Limited (the “Company’) is a limited liability company
incorporated in Hong Kong. The registered office of the Company is located at Unit 1005,
10th Floor, Tower B, Hunghom Commercial Centre, 37, Ma Tau Wai Road, Hunghom,
Kowloon, Hong Kong.

During the year, the Company's principal activities are marketing and selling of lighting
products and other related electronic devices.

The Company's immediate holding company is Flowil International Lighting (Holding) B.V.,
a company incorporated in the Netherlands. In the opinion of the directors, the Company’s
ultimate holding company is Havells India Limited, a company incorporated in India.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards (“"HKFRSs") (which include all Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards ("HKASs") and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants, accounting principles generally
accepted in Hong Kong and the Hong Kong Companies Ordinance.

BASIS OF PREPARATION

These financial statements have been prepared under the historical cost convention.
These financial statements are presented in Hong Kong dollars (“HKS™).

In accordance with HKFRS 10 “Consolidated Financial Statements"” and Section 124(2)(a)
of the Hong Kong Companies Ordinance, consolidated financial statements have not been
prepared as Havells Malta Limited, the intermediate holding company of the Company,
prepares consolidated financial statements in accordance with International Financial
Reporting Standards, which can be obtained at the registered office of Havells Malta
Limited.

10



HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

2.3

2.4

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Company has adopted the following revised HKFRSs for the first time for the current
year's financial statements.

HKFRS 10 Consolidated Financial Statements
HKFRS 13 Fair Value Measurement

HKAS 1 Amendments Amendments to HKAS 1 Presentation of Financial Statements
- Presentation of Items of Other Comprehensive Income
HKAS 36 Amendments Amendments to HKAS 36 Impairment of Assets - Recoverable

Amount Disclosures for Non-Financial Assets (early adopted)
The adoption of the revised HKFRSs has had no significant financial effect on these financial
statements.
ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS

The Company has not applied the following new and revised HKFRSs, that have been issued
but are not yet effective, in these financial statements.

HKFRS 9 Financial Instruments?

HKFRS 9, HKFRS 7 and Hedge Accounting and Amendments to HKFRS 9, HKFRS 7

HKAS 39 Amendments and HKAS 393

HKFRS 10, HKFRS 12 and  Amendments to HKFRS 10, HKFRS 12 and HKAS 27

HKAS 27 (2011) (2011)) - Investment Entities*

Amendments

HKAS 19 Amendments Amendments to HKAS 19 Employee Benefits - Defined Benefit
Plans: Employee Contributions?

HKAS 32 Amendments Amendments to HKAS 32 Financial Instruments:
Presentation - Offsetting Financial Assets and Financial
Liabilities*

HKAS 39 Amendments Amendments to HKAS 39 Financial Instruments: Recognition

and Measurement - Novation of Derivatives and Continuation
of Hedge Accounting*

HK({FRIC)-Int 21 Levies!

Annual Improvements Amendments to a number of HKFRSs issued in January 20147
2010-2012 Cycle

Annual Improvements Amendments to a number of HKFRSs issued in January 2014?

2011-2013 Cycle

1 Effective for annual periods beginning on or after 1 January 2014
2 Effective for annual periods beginning on or after 1 July 2014
3 No mandatory effective date yet determined but available for adoption

The Company is in the process of making an assessment of the impact of these new and
revised HKFRSs upon initial application. So far, the Company considers that these new and
revised HKFRSs are unlikely to have a significant impact on the Company's results of
operations and financial position.

11



HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Subsidiaries

A subsidiary is an entity (including a structured entity), directly or indirectly, controlled by
the Company. Control is achieved when the Company 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 Company 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 Company 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 Company'’s voting rights and potential voting rights.

The results of subsidiaries are included in the Company's statement of profit or loss to the
extent of dividends received and receivable. The Company's investments in subsidiaries that
are not classified as held for sale in accordance with HKFRS 5 are stated at cost less any
impairment losses.

Fair value measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorised within the fair value hierarchy, described as follows, based on
the lowest level input that is significant to the fair value measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active markets for identical assets or
liabilities

Level 2 - based on valuation technigues for which the lowest level input that is significant to
the fair value measurement is observable, either directly or indirectly

Level 3 - based on valuation technigues for which the lowest level input that is significant to
the fair value measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis,
the Company determines whether transfers have occurred between levels in the hierarchy
by reassessing categorisation (based on the lowest level input that is significant to the fair
value measurement as a whole) at the end of each reporting period.

Related parties
A party is considered to be related to the Company if:

(@) the party is a person or a close member of that person’s family and that person

) has control or joint control over the Company;
(i has significant influence over the Company; or
(i is a member of the key management personnel of the Company or of a parent

of the Company;
or

12



HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Related parties(continued)

(b) the party is an entity where any of the following conditions applies:

() the entity and the Company are members of the same group;

(i) one entity is an associate or joint venture of the other entity (or of a parent,
subsidiary or fellow subsidiary of the other entity);

(iii) the entity and the Company are joint ventures of the same third party;

(iv) one entity is a joint venture of a third entity and the other entity is an
associate of the third entity;

) the entity is a post-employment benefit plan for the benefit of employees of
either the Company or an entity related to the Company;

(vi) the entity is controlled or jointly controlled by a person identified in (a); and

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

Impairment of non-financial assets
The Company assesses at the end of each reporting period whether there is an indication
that an asset may be impaired. If such an indication exists, the Company makes an estimate
of the asset's recoverable amount.

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

An impairment loss is recognised in the statement of profit or loss whenever the carrying
amount of an asset, or the cash-generating unit to which it belongs, exceeds its recoverable
amount. The impairment loss is reversed if there has been a favourable change in the
estimates used to determine the recoverable amount. A reversal of the impairment loss is
limited to the asset's carrying amount that would have been determined had no impairment
loss been recognised in prior years. The reversal of the impairment loss is credited to the
statement of profit or loss in the year in which it arises.

13



HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments

€))

()

Financial assets

The Company's financial assets in the scope of HKAS 39 included cash and cash
equivalents, trade receivables and amounts due from related companies, and are
classified and accounted for as loans and receivables. Financial assets are
recognised on the trade date.

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Loans and receivables are initially
recognised at fair value and subsequently measured at amortised cost using the
effective interest rate method, less any impairment losses. Any changes in their
value are recognised in the statement of comprehensive income.

Derecognition of financial assets occurs when the rights to receive cash flows from
the financial assets expire or are transferred and substantially all of the risks and
rewards of ownership have been transferred.

An assessment for impairment is undertaken at least at the end of each reporting
period whether or not there is objective evidence that a financial asset or a group of
financial assets is impaired. Impairment loss on loans and receivables is recognised
when there is objective evidence that the Company will not be able to collect all the
amounts due to it in accordance with the original terms of the receivables. The
amount of the impairment loss is determined as the difference between the asset's
carrying amount and the present value of estimated future cash flows.

Financial liabilities

The Company's financial liabilities include trade payables, financial liabilities included
in other payables and accruals and amounts due to the related companies. Financial
liabilities are recognised when the Company becomes a party to the contractual
provisions of the instrument.

Financial liabilities are initially recognised at fair value, net of transaction costs
incurred and subsequently measured at amortised cost using the effective interest
rate method. Financial liabilities are derecognised when the obligation specified in
the contract is discharged, cancelled, or expires.

Provisions
A provision is recognised when a present obligation (legal or constructive) has arisen as a
result of a past event and it is probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be made of the amount of the
obligation.

When the effect of discounting is material, the amount recognised for a provision is the

present value at the end of the reporting period of the future expenditures expected to be

required to settle the obligation. The increase in the discounted present value amount
arising from the passage of time is included in finance costs in the income statement.

14



HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on
the weighted average basis. Net realisable value is based on estimated selling prices less
any estimated costs to be incurred to completion and disposal.

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised
outside profit or loss is recognised outside profit or loss, either in other comprehensive
income or directly in equity.

Current tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authorities, based on tax
rates (and tax laws) that have been enacted or substantively enacted by the end of the
reporting period, taking into consideration interpretation and practices prevailing in the
country in which the Company operates.

Deferred tax assets are recognised for all deductible temporary differences, carry-forward
of unused tax credits and unused tax losses, to the extent that it is probable that taxable
profit will be available against which the deductible temporary differences, and the carry-
forward of unused tax credits and unused tax losses can be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply
to the period when the asset is realised or the liability is settled, based on the tax rates (and
tax laws) that have been enacted or substantively enacted by the end of the reporting
period.

Revenue recognition
Revenue is recognised when it is probable that the economic benefits will flow to the
Company and when the revenue can be measured reliably, on the following bases:

(a) from the sale of goods, when the significant risks and rewards of ownership have been
transferred to the buyer, provided that the Company maintains neither managerial
involvement to the degree usually associated with ownership, nor effective control
over the goods sold; and

(b) interest income, on an accrual basis using the effective interest method by applying
the rate that exactly discounts the estimated future cash receipts through the
expected life of the financial instrument or a shorter period, when appropriate, to the
net carrying amount of the financial asset.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents include cash on
hand, deposits held at call with banks, and other short term highly liquid investments with
original maturity of three months or less when acquired, less bank overdrafts.

15



HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and cash equivalents (continued)
For the purpose of the statement of financial position, cash and cash equivalents comprise
cash on hand and at banks, which are not restricted as to use.

Foreign currency transactions
Transactions in foreign currencies are translated into the functional currency of the
Company using the exchange rates prevailing at the dates of the transactions. Exchange
differences arising from the settlement of such transactions and from the retranslation at
the year-end exchange rates of monetary assets and liabilities denominated in foreign

currencies are recognised in the income statement.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Company's financial statements requires management to make
judgements, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of the
reporting period. However, uncertainty about these assumptions and estimates could resuit
in outcomes that could require a material adjustment to the carrying amounts of the assets
or liabilities affected in the future.

Judgements
In the process of applying the Company'’s accounting policies, management has made the

following judgements, apart from those involving estimations, which have the most
significant effect on the amounts recognised in the financial statements.

Income taxes

Significant judgement is required in determining the provision for income taxes. There are
transactions and calculations for which the ultimate tax determination is uncertain during
the ordinary course of business. Where the final tax outcome of these matters is different
from the amounts that were initially recorded, such differences will impact the income tax
and deferred tax provision in the period in which such determination is made.

Estimation uncertainty

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

Impairment of trade receivables

The Company maintains an allowance for estimated loss arising from the inability of its
customers to make the required payments. The Company makes its estimates based on the
ageing of its trade receivable balances, customers’ creditworthiness, and historical write-off
experience. If the financial condition of its customers was to deteriorate so that the actual
impairment loss might be higher than expected, the Company would be required to revise
the basis of making the allowance.

16



HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

REVENUE, OTHER INCOME AND GAINS

Revenue, which is also the Company's turnover, represents the net sale of various lighting
products and other related electronic devices. An analysis of revenue, other income and

gains is as follows:

2013
HKS

Revenue
Sale of goods 43,648,732

Other income and gains

Bank interest income »
Interest income from a loan to a fellow subsidiary 48
Foreign exchange gains, net -
Commission income 29,714

29,762

PROFIT/(LOSS) BEFORE TAX

The Company's profit/(loss) before tax is arrived at after charging/(crediting):

2013
Notes HKS
Cost of inventories sold 35,998,912
Auditors' remuneration 105,779
Employee benefits expenses (including
directors' remuneration (note 6))

Commercial medical insurance payments 6 113,972
Foreign exchange differences, net 96,815
Provision of inventories 9 435,661
Impairment loss on investments in subsidiaries 8 382,847
Impairment of trade receivables, net 10 (90,414)
Impairment of amounts due from subsidiaries 11 15,869
Impairment of amounts due from fellow

subsidiaries, net 12 950,023

DIRECTORS' REMUNERATION

2012
HKS

30,423,807

43
22,736
40,509

63,288

2012
HKS

23,626,187
100,585

93,631
(40,509)
796,596

1,201,620
17,316

1,955,047

Directors' remuneration disclosed pursuant to Section 161 of the Hong Kong Companies

Ordinance is as follows:

2013
HKS$

Other emoluments:
Commercial medical insurance payments 113,972

113,972

17

2012
HKS

93,631
93,631



HAVELLS SYLVANIA ASIA PACIFIC LIMITED
NOTES TO FINANCIAL STATEMENTS

31 December 2013

7. INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5% (2012: 16.5%) on the
estimated assessable profits arising in Hong Kong during the year.

2013 2012
HKS HKS$

Provision for the year - s
Deferred tax 5 s

Tax charge for the year . —

A reconciliation of the Company's tax expense applicable to profit/(loss) before tax at the
statutory rate to the tax expense at the effective tax rate is as follows:

2013 2012
HK$ HKS
Profit/ (Loss) before tax 485,477 (3,191,788)
Tax at the statutory tax rate of 16.5% (2012: 16.5%) 80,103 (526,645)
Expenses not deductible for tax 102,949 529,029
Income not subject to tax (724) 2,384)
Tax losses utilised from previous periods (182,328) “

Tax charged at the effective rate = -

Deferred tax assets have not been recognised in respect of the following item:

2013 2012
HKS HKS
Deductible temporary differences 131,765 61,064

Deferred tax assets have not been recognised in respect of the above item as it is not
considered probable that taxable profits will be available against which the above item can
be utilised.
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HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

8. INVESTMENTS IN SUBSIDIARIES
2013
HK$
At cost:
Havells Sylvania (Shanghai) Limited
(“Sylvania Shanghai™) 11,333,657
Havells Sylvania (Malaysia) Sdn. Bhd.
(“Sylvania Malaysia™) 382,847
11,716,504
Less: impairment (11,716,504)

2012
HKS
11,333,657

382,847
11,716,504

(11,333,657)
382,847

The Company's trade receivable balances due from subsidiaries are disclosed in note 11 to

the financial statements.

Particulars of the subsidiaries as at the end of the reporting period are as follows:

Nominal value Percentage

Place of of registered/ of equity directly

incorporation issued attributable
Name and operations ~ share capital to the Company Principal activities
Sylvania The People’'s RMB14,000,000 100% Wholesale and
Shanghai Republic of marketing of lighting
China and other related
electronic devices
Sylvania Malaysia MYR250,000 70% Wholesale and
Malaysia marketing of lighting

and other related
electronic devices

The post-acquisition profits or losses of the subsidiaries attributable to the Company are

summarised below:

2013 2012

HK$ HK$

Amount dealt with in the Company'’s financial statements - -
Amount not dealt with in the Company'’s financial statements:

Balance at beginning of year (1,957,272) (1,871,923)

Loss for the year (1,301,768) (85,349)

Balance at end of year (3,259,040) (1,957,272)
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HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

9.

10.

INVENTORIES

Finished goods
Goods in transit

Less: Provision of inventories

The movements in provision are as follows:

At 1 January
Provision recognised (note 5)
Provision written-off

At 31 December

TRADE RECEIVABLES

Trade receivables

Impairment

2013
HKS

4,719,918

4,719,918

(2,377,381)

2,342,537

2013
HKS

2,657,098
435,661
(715,378)

2,377,381

2013
HKS

10,813,664
(1,173,157)

9,640,507

2012
HKS

4,606,270
1,200,142

5,806,412

(2,657,098)

3,149,314

2012
HKS

4,027,652
796,596
(2,167,150)

2,657,098

2012
HKS

4,979,945
(1,952,142)

3,027,803

The Company's trading terms with its customers are mainly on credit, except for new
customers, where payment in advance is normally required. The credit period is generally
for a period of three months. The Company seeks to maintain strict control over its
outstanding receivables. Overdue balances are reviewed regularly by senior management.
The Company does not hold any collateral or other credit enhancements over those
balances. Trade receivables are non-interest-bearing, and are stated net of provisions.

At 31 December 2013, trade receivables of HK$1,173,157 (2012: HK$1,952,142) were
individually determined to be impaired. The individually impaired trade receivables relate to
third party customers and it was assessed that none of those receivables were expected to

be recoverable and a full provision has been made.



HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

10.

TRADE RECEIVABLES (continued)

The movements in provision for impairment losses are as follows:

2013 2012

HKS HKS$

At 1 January 1,952,142 750,522
Impairment losses recognised (note 5) - 1,227,462
Impairment losses reversed (note 5) (90,414) (25,842)
Impairment losses written-off (688,571) &
At 31 December 1,173,157 1,952,142

The aged analysis of trade receivables that are neither individually nor collectively
considered to be impaired is as follows:

2013 2012

HKS HKS

Neither past due nor impaired 8,420,390 201,869
Past due but not impaired

Less than 90 days 711,597 2,708,589

91 days to 180 days 85,517 81,593

Over 180 days and less than 1 year 305,069 -

Over 1 year 117,934 35,752

9,640,507 3,027,803

Trade receivables that were neither past due nor impaired relate to a number of customers
for whom there was no recent history of default.

Trade receivables that were past due but not impaired relate to a number of independent
customers that have a good track record with the Company. Based on past experience, the
directors of the Company are of the opinion that no provision for impairment is necessary in
respect of these balances as there has not been a significant change in credit quality and the
balances are still considered fully recoverable.
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HAVELLS SYLVANIA ASIA PACIFIC LIMITED
NOTES TO FINANCIAL STATEMENTS

31 December 2013

11. DUE FROM SUBSIDIARIES

Particulars of amounts due from subsidiaries are as follows:

2013 2012
HKS HKS
Amounts due from Sylvania Shanghai 8,945,414 8,945,414
Amounts due from Sylvania Malaysia 33,185 33,185
Impairment (8,978,599) (8,962,730)
- __15,869
12. BALANCES WITH FELLOW SUBSIDIARIES
2013 2012
HKS$ HK$S
Due from fellow subsidiaries
Trade receivables due from fellow subsidiaries 8,401,956 9,641,362
Other receivables due from fellow subsidiaries 132,713 873,738
Impairment (8,106,039) (7,156,016)
428,630 3,359,084
Due to fellow subsidiaries
Trade payables due to fellow subsidiaries 5,100,397 2,062,278

Trade receivable and other receivables due from/trade payables due to fellow subsidiaries
are unsecured, interest free and have no fixed terms of repayment.

134 CASH AND CASH EQUIVALENTS

2013 2012
HKS HKS
Cash and bank balances

4,164,124

1,022,671

Cash at banks earns interest at floating rates based on daily bank deposit rates. The bank
balances are deposited with creditworthy banks with no recent history of default.
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HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

14,

15.

16.

17.

TRADE PAYABLES

Trade payables

2013
HKS

5,172,210

2012
HKS$

4,836,602

Trade payables are non-interest-bearing and are normally settled on term of 90 days or less.

BALANCES WITH THE ULTIMATE HOLDING COMPANY

Due to the ultimate holding company
Trade payables

SHARE CAPITAL

Authorised, issued and fully paid:

1,052,000 ordinary shares of HK$10 each

OPERATING LEASE ARRANGEMENTS

2013
HKS

9,044

2013
HKS

10,520,000

2012
HKS

111,943

2012
HKS

10,520,000

At 31 December 2013, the Company had no future lease payments under non-cancellable

operating leases (2012: Nil).

23



HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

18.

19.

RELATED PARTY TRANSACTIONS

(a) In addition to the transactions disclosed elsewhere in these financial statements, the
Company had the following significant transactions with related parties during the year:

(b)

2013

HKS

Sale of goods to fellow subsidiaries 845,106
Purchases of goods from fellow subsidiaries 8,626,374
Purchases of goods from the ultimate holding company 111,885
Interest income from a fellow subsidiary 48
Internal audit fee charged by the ultimate holding company :
Management fee expense to a fellow subsidiary 2,931,840

2012
HKS

3,651,757
3,306,470
432,166
22,735
209,149
2,638,656

All related party transactions were made at terms mutually agreed between the

Company and the related parties.

Compensation of key management personnel of the Company:

2013 2012

HKS HK$

Short-term employee benefits 113,972 93,631
Total compensation paid to key management personnel 113,972 93,631

Further details of directors’ emoluments are included in note 6 to the financial

statements.

FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of the
reporting period are as follows:

2013
HKS$

Financial assets - Loans and receivables
Cash and cash equivalents (note 13) 4,164,124
Trade receivables (note 10) 9,640,507
Due from subsidiaries (note 11) -
Due from fellow subsidiaries (note 12) 428,630

14,233,261
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2012
HKS

1,022,671
3,027,803
15,869

3,359,084
7,425,427
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NOTES TO FINANCIAL STATEMENTS

31 December 2013

19,

20.

FINANCIAL INSTRUMENTS BY CATEGORY (continued)

Financial liabilities at amortised cost

Trade payables (note 14)

Financial liabilities included in other payables and accruals
Due to fellow subsidiaries (note 12)

Due to the ultimate holding company (note 15)

FAIR VALUE HIERARCHY

2013
HKS

5,172,210
1,245,777
5,100,397

9,044

11,527,428

2012
HKS$

4,836,602
267,626
2,062,278

111,943
7,278,449

The fair values of the financial assets and liabilities are included at the amount at which the
instrument could be exchanged in a current transaction between willing parties, other than

in a forced or liquidation sale.

Cash and cash equivalents, trade receivables, trade payables, financial liabilities included in
other payables and accruals, balances with related companies approximate to their carrying
amounts largely due to the short-term maturities of these instruments.
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HAVELLS SYLVANIA ASIA PACIFIC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2013

21.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s activities expose it to a variety of financial risks, including foreign currency
risk, credit risk, liquidity risk and interest rate risk. The Company's overall risk management
procedures focus on the unpredictability of financial markets and seek to minimise potential
adverse effects on the Company’s financial performance.

Foreign currency risk

The Company is exposed to foreign currency risk arising from various currency exposures
created in the normal course of business, primarily with respect to United States dollars,
Euro, and Renminbi (“RMB™). The Company currently does not have a foreign currency
hedging policy. However, management monitors foreign exchange exposures and will
consider hedging significant foreign currency exposures should the need arise.

The following table demonstrates the sensitivity at the end of the reporting period to a
reasonably possible change in the exchange rates of currencies other than the functional
currency of the Company, with all other variables held constant, of the Company’s profit
before tax (due to changes in the fair value of monetary assets and liabilities). There is no
material impact on other components of the Company’s equity.

Increase/ Increase/
(decrease) in (decrease) in
exchange rates profit before tax
% HK$
2013
If Hong Kong dollars weakens against Euro 5% (32,962)
If Hong Kong dollars weakens against USD 5% 216,196
If Hong Kong dollars weakens against RMB 5% (208,034)
If Hong Kong dollars strengthens against Euro (5%) 32,962
If Hong Kong dollars strengthens against USD (5%) (216,196)
If Hong Kong dollars strengthens against RMB (5%) 208,034
2012
If Hong Kong dollars weakens against Euro 5% (30,300)
If Hong Kong dollars weakens against USD 5% 154,620
If Hong Kong dollars weakens against RMB 5% (95,129)
If Hong Kong dollars strengthens against Euro (5%) 30,300
If Hong Kong dollars strengthens against USD (5%) (154,620)
If Hong Kong dollars strengthens against RMB (5%) 95,129
Credit risk

Credit risk arises from bank balances, trade receivables, receivables from subsidiaries and
fellow subsidiaries as well as credit exposures to other customers.

The credit risk on bank balances is limited because the counterparty is a bank with high
credit rating assigned by international credit rating agencies.
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21.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

The credit risk on receivables from fellow subsidiaries is considered to be low because the
fellow subsidiaries have sound financial positions and there is no default history, except for
receivables due from Sylvania Guangzhou and Sylvania Europe for which impairment losses
of HK$7,296,602 (2012: HKS$7,140,996) and HK$809,437 (2012: 15,020) were provided as
at 31 December 2013, respectively.

Sylvania Shanghai has ceased its operation and become dormant, accordingly, a provision
for impairment loss of HK$8,945,414 (2012: HKS$8,945,414) on amounts due from
subsidiaries was made as at year end. In addition, an impairment loss of HK$33,185 (2012:
17,316) due from Sylvania Malaysia was provided for as at 31 December 2013 as it was
assessed to be not recoverable.

There is a concentration of credit risk with respect to trade receivables due from third party
customers as the largest two customers contribute around 65% (2012: 50%) of the balance.
The Company has policies in place to ensure that credit is only granted to customers with an
appropriate credit history and a good reputation. The exposure to credit risk is closely
monitored on an ongoing basis. The directors are of the opinion that the credit risk is low.

The maximum exposure to credit risk is represented by the carrying amount of each
financial asset in the financial statements.

Liquidity risk

The liquidity of the Company is managed and monitored by maintaining sufficient cash
balances and the availability of funding and financial support when needed from the holding
company. Accordingly, the directors are of the opinion that the Company does not have
significant liquidity risk.

The maturity profile of the Company’s financial liabilities as at the end of the reporting
period, based on the contracted undiscounted payments, is as follows:

2013 2012
HKS HKS
Less than one year
Trade payables 5,172,210 4,836,602
Financial liabilities included in other payables
and accruals 1,245,777 267,626
6,417,987 5,104,228
Repayable on demand
Due to fellow subsidiaries 5,100,397 2,062,278
Due to the ultimate holding company 9,044 111,943
5,109,441 2,174,221
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NOTES TO FINANCIAL STATEMENTS

31 December 2013

21.

22.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Interest rate risk

The Company's interest rate risk arises primarily from the loan to a fellow subsidiary and
bank balances, and its income and operating cash flows are generally independent of
changes in market interest rates. Accordingly, the directors are of the opinion that the
Company does not have significant interest rate risk.

Capital management

The primary object of the Company’s capital management is to safeguard the Company's
ability to continue as a going concern and to maintain healthy capital ratios in order to
support its business and maximise shareholder’s value.

The Company manages its capital structure and makes adjustments to it in light of changes
in economic conditions. To maintain or adjust the capital structure, the Company may adjust
the dividend payment to shareholder, return capital to shareholder or issue new shares. No
changes were made in the objects, policies or processes for managing capital during the
years ended 31 December 2013 and 31 December 2012.

The Company carried out business with its own capital. As at 31 December 2013 and 2012,
the Company did not have any other significant interest-bearing borrowings. In the opinion

of the directors, the presentation of the quantitative capital management analysis would
provide no additional useful information to the users of the financial statements.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors
on 16 May 2014.
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