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Venue: 31 International Business Park, #03-01 Creative Resource, Singapore 609921

Company Description

Creative Technology Ltd., together with its subsidiaries, designs, manufactures, and distributes digital entertainment products
worldwide. It primarily provides digitized sound and video boards, computers, and related multimedia and personal digital
entertainment products. The company also offers sound blasters, gaming headsets, speakers, headphones, MP3 players, Web
cameras, and accessories, as well as software products. In addition, it provides multimedia solutions for personal computers and
personal digital entertainment products; and data communications, telecommunications, wireless broadband, and related services.
The company markets its products and solutions to consumers and system integrators through a distribution network, including
traditional marketing channels, original equipment manufacturers, and Internet. Creative Technology Ltd. was founded in 1981 and
is based in Singapore.

(Source: http://www.sgx.com/wps/portal/sgxweb/home/company_disclosure/stockfacts?code=C76)
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Q1. The company has disclosed the following in the Corporate Governance section, under Principal 5: Board performance (page 9
of the annual report):

a)

b)
c)
d)

e)

The NC assesses the effectiveness of the Board as a whole and its board committees and each individual director, and also
assesses the contribution by the Chairman and each individual director to the effectiveness of the Board. The Company

believes that the Board’s performance is ultimately reflected in the performance of the Group. The Company assesses the

Board’s performance through its ability to steer the Group in the right direction and the support it renders to Management.
...... The Company believes that apart from the Directors’ fiduciary duties (i.e. acting in good faith, with due diligence and
care, and in the best interests of the Company and its shareholders), the Board’s key responsibilities are to set strategic

directions and to ensure that the long-term objective of enhancing shareholders’ value is achieved.

Could the nominating committee (NC) help shareholders understand the performance indicators used by the NC to
evaluate the performance of the group? Some common metrics used to evaluate listed companies include total

shareholder returns, return on equity, return on assets, share price.
Can the NC share its assessment of the performance of the group?
Can the NC also share its assessment of the board’s performance?

Would the board kindly restate the strategic directions of the group?

Please elaborate further on how the strategic directions will help the group to achieve its long-term objective of

enhancing shareholders’ value.

Q2. The following is a compilation of the opening paragraph(s) from the Chairman’s Messages in the past annual reports (FY2013-
FY2017).

Annual
Report

Remarks

2017

For fiscal year 2017, the financial performance for the Group continued to be adversely
affected by the difficult and uncertain market conditions for the Group’s products.
Sales for the Group declined further as revenue contributions from new products
during the year were not sufficient to offset the decline in sales resulting from the
challenging market conditions. Sales were also affected by the delay in shipment of a
new major product during the year.

2016

Fiscal 2016 was another challenging year for the Group. While we have continued with
the development and introduction of new products in the key product categories,
revenue contributions from these products during the year were not significant
enough to offset the decline in revenues resulting from the challenging market
conditions. The difficult and uncertain market conditions for the Group’s products
continued to adversely affect product sales and the financial performance of the
Group.

2015

Fiscal 2015 continued to be a challenging year for the Group. While we have
introduced a number of new products in the key product categories, revenue
contributions from these products during the year were not significant enough to
offset the decline in revenues from existing products resulting from the challenging
market conditions. The difficult and uncertain market conditions for the Group’s
products continued to adversely affect product sales and the financial performance of
the Group.
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2014 In fiscal 2014, we have continued with introducing new products in the key product
categories, and saw the successful launch of some new exciting products in the latter
part of the fiscal year, which | will cover in greater length below. However, revenue
contributions from these products during the year were not significant enough to
offset the decline in revenues from existing products resulting from the challenging
market conditions. The difficult and uncertain market conditions for the company's
products continued to adversely affect product sales and the financial performance of
the Group.

2013 Fiscal 2013 was another difficult year for Creative.

We had continued to focus on the development and introduction of new products in
the key product categories, and had launched a series of new exciting products that
provide good potential growth opportunities.

However, our financial performance continued to be adversely affected by the difficult
and uncertain market conditions for our products, which impacted sales across all
regions and resulted in lower revenues. Nevertheless, despite the lower level of sales,
with a lower operating cost structure from the cost cutting actions in the previous
years, we were able to achieve an improvement in operating results in fiscal 2013.

(Source: Company annual reports)

A quick review of the Chairman’s message from the last five annual reports shows that the company has been trying to introduce
better products.

a) A quick review of the Chairman’s message from the last five annual reports shows that the company has been trying to
introduce better products. What is the management’s take on the profitability based on the challenging market conditions

being the reason for the sub-par financial performance year-in, year-out.

As the group expects “no significant change in the uncertain and challenging market conditions” (page 2), it is not clear to
shareholders that the group has learnt to adapt to market conditions.

The table below shows the segment revenue and the group’s net (loss)/profit since 2011.

Revenue 2011 2012 2013 2014 2015 2016 2017
USS M UsSS M USS M USS M USS M USS M USS M

Audio, 142.3 143.9 122.0 103.5 90.2 77.8 64.1

speakers

and

headphones

Net (47.1) (83.9) 16.7* (21.8) (33.4) 2.7%% (22.9)

(loss)/profit

(Source: Company annual reports)
* includes a one time licensing income of US$20.0 million and a US$26.7 million gain on divestment of a subsidiary company
** includes US$33.5 million proceeds from settlements in patent lawsuit

b) As a follow-up to the question sent to the company for the FY2016 annual report, can management explain to
shareholders how they intend to increase sales and increase the profitability of the “Audio, speakers and headphones”
segment?

c) Also, can the directors justify how they have acted with due skill and care, in the interest of all shareholders, in
providing guidance to the group, especially in the approval of its strategic plans?
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Q3. In Note 17 (page 43 — Investments in associated companies), it was disclosed that the group “has no material associates as at
the financial years ended 30 June 2017 and 2016".

a) Can the company provide shareholders with all the group’s associated companies?

2012 2013 2014 2015 2016 2017
USS$’000 Uss$’000 Uss$’000 Uss$’000 Uss$’000 Uss$’000
Sales of | 2,400 1,497 1,588 721 1,052 655
goods
and/or
services to
associated
companies

(Source: Company annual reports)

b) The table above shows the yearly related party transactions with the associated companies for the sales of goods
and/or services. Can the company provide better visibility to shareholders on the nature of such transactions?

In Note 17 (page 43 — Investments in associated companies), the company has stated the following:

“During the financial year ended 30 June 2017, the Group has granted a loan of US5326,000 (FY2016: US5724,000) to the
associated company and recognized share of loss of USS326,000 (FY2016: US5724,000)”.

c) For two consecutive financial years, the group has granted loans of up to US$1.05 million to the associated company and
then recognised the loan as a loss in the same financial year. Can management and the board help shareholders
understand what these loans were and why have the loans been written off?

A copy of the questions for the Annual Report for the financial year ended 30 June 2016 could be
found here:

https://sias.org.sg/ga-on-annual-reports/?company=Creative%20Technology%20Ltd
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