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CORPORATE GOVERNANCE REPORT

EEERBWE

CODE ON CORPORATE GOVERNANCE
PRACTICES

The Board and the management of the Company are of the
opinion that during 2019, the Group has properly operated
in accordance with the “Corporate Governance Code and
Corporate Governance Report” (the “CG Code”) which sets out
(a) the code provisions (which are expected to comply with);
and (b) the recommended best practices (which are for guidance
only) in Appendix 14 to the Listing Rules. The Group has
complied with the code provisions and one of the recommended
best practices of the CG Code for the period from 1 January
2019 to 31 December 2019 except for one deviation of code
provisions as stated in the section headed “Compliance with CG
Code” below.

The Board is committed to the principles of transparency,
accountability and independence highlighted by the CG Code
to better enhance the value of the Shareholders and proper
management of corporate assets in the following ways:

1. ensuring the decision-making process, risk management
process, internal audit and controls, disclosure of
information and the communication with stakeholders are
carried out in accordance with good management practices
and compliance with the respective regulatory standards;

2. cultivating a culture of integrity, transparency and
accountability for the Company, its staff and the Directors
and emphasising the importance of their roles in such an
environment; and

3. adopting quality standards widely recognised to foster
quality management in every aspect of daily operations to
enhance the performance and value of the Company as a
whole.
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Corporate Strategy

The primary objective of the Company is to enhance long-
term business return for Shareholders. To achieve this objective,
the Group's strategy is to place high emphasis on achieving
long-term financial performance and maintaining the Group's
strong financial profit. The Chairman’s Statement and the
Management Discussion and Analysis contain discussions and
analyses of the Group’s performance and the basis on which
the Group generates or preserves value over the longer term,
and the basis on which the Group will execute its strategy for
achieving the Group’s objectives.

COMPLIANCE WITH CG CODE

The Directors confirm that, for the Year, the Company acted in
compliance with the code provisions set out in the CG Code
contained in Appendix 14 to the Listing Rules save for the
deviation mentioned below:

During the Year, Mr. Liu has been acting as an executive
Director, the chairman of the Board as well as the chief
executive officer of the Company. This arrangement deviates
from the provision of A.2.1 of the CG Code, which provides
that the roles of chairman and chief executive should be
separate and should not be performed by the same individual.
The division of responsibilities between the chairman and chief
executive should be clearly established and set out in writing.

The Directors are of the opinion that such arrangement
during the Year enabled stronger leadership for managing the
Company and carried out effective and efficient management
and solid business and strategic planning. The Directors believe
that such arrangement did not have a material adverse impact
on the corporate governance of the Company during the Year.
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The Company has in practice complied with the requirements
under C.3.3 of the CG Code relating to risk management and
internal control during the year 2019. The Board has complied
with the existing terms of reference for the audit committee
of the Board (the "Audit Committee”) so as to fulfill the
requirements under C.3.3 of the CG Code.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS OF LISTED ISSUERS (THE
“"MODEL CODE")

The Company has adopted its own code of conduct (the “Own
Dealing Code”) regarding securities transactions by Directors
on terms no less exacting than the required standard set out in
the Model Code in Appendix 10 to the Listing Rules.

The Company, having made specific enquiries, confirms that
each member of the Board complied with the Own Dealing
Code throughout the Year. Members of the Company’'s
management, who, due to their positions in the Company, are
likely to be in possession of inside information, also complied
with the provisions of the Own Dealing Code.

The Own Dealing Code has been uploaded to the Company’s
website.

CHANGES IN THE COMPOSITION OF THE
BOARD DURING THE YEAR

Mr. Mao Yumin resigned as a non-executive Director with effect
from 21 August 2019 due to his intention to concentrate on the
pursuit and development of his other business activities. Further
details were set out in the Company’s announcement dated 21
August 2019.

With effect from 30 August 2019, Mr. Shan Yongxin has
been appointed as an executive Director and a member of the
executive committee of the Board and Mr. Li Yongjun has been
appointed as a non-executive Director. Further details were set
out in the Company’s announcement dated 30 August 2019.
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THE BOARD OF DIRECTORS BEE®

As at 31 December 2019, the Board consisted of seven W-ZE—AE+-_A=+—H BFe€hHt%H
Directors, with a variety and a balance of skills and experience EF#HMK FEAES BT s MiGH
in accounting, banking, manufacturing, marketing, finance and E MR EZRE  TRBMNMER - HE 2
investment professions. Their biographical particulars are set EEHRAFRFET4ZN B -FHIEEZEKE
out on pages 74 to 91 of this annual report. List of Directors R#AKZEZTFHERHEAE KBED EH 55
and Their Role and Function, which sets out the members and % AT 4336 K 2K A R) 493 ©

composition of the Board, has been uploaded on the Stock

Exchange's website and the Company’s website.

Members of the Board and their respective attendance to Board EZEZE€RENMKERNAFERNRIT EETES S
meetings and general meetings held during the Year are as #MBREAEZEHFERMT:
follows:

Number of Number of

attendance at  attendance at

Board general

meetings meetings

Exgel BREXE

Names of Directors EEnE ZHER Z HE X

Executive Directors HITESE

Mr. Liu Tingan (the Chairman and Chief — BIiE & (FEHTHAEE)

Executive Officer) 6/6 1/1
Mr. Cheok Ho Fung (Deputy Chairman) BARSE (BIEE) 2/6 0/1
Mr. Shan Yongxin BRASAE (RZFE—NF

(appointed on 30 August 2019) NA=+HEZF) 2/2 0/0
Non-executive Director HEHTEE
Mr. Mao Yumin EFEHRREE(RZF—AF

(resigned on 21 August 2019) NAZ+—HEF) 3/3 11
Mr. Li Yongjun FXERE(RZF—NF

(appointed on 30 August 2019) NA=+HEZF) 2/2 0/0
Independent Non-executive Directors BV FEHITEE

(“INEDs”) ([BrHHTEE])

Mr. Ng Man Kung RHEE 6/6 1/1
Mr. Lau Fai Lawrence 2L 6/6 11
Mr. Mak Kwok Kei BRELE 6/6 1/1
The number of Board meetings held during the Year was 6. RFEEERITONEETESEH -
The number of general meeting held during the Year was 1. RFEEERITIRARRERG -
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During the Year, the Company had reached the minimum
requirement of three INEDs forming more than one-third of
the Board, all of whom have accounting and related financial
management expertise. They dedicated to provide the Company
with professional advice with respect to the steady operation
and development of the Company. They also exercised
supervision and coordination to safeguard the interests of the
Company and its Shareholders.

Each INED during the Year had provided an annual confirmation
of independence to the Company pursuant to Rule 3.13 of the
Listing Rules. Based on such annual confirmation received from
each of the INEDs, the Company considers that all INEDs are still
considered to be independent during their tenure of office in
the Company for the purpose of Rule 3.13 of the Listing Rules.

All existing non-executive Director and INEDs have signed letters
of appointment with the Company for a term of not more
than three years, and will be subject to retirement by rotation
and re-election at the annual general meeting of the Company
pursuant to the Bye-laws of the Company and the requirements
of the Listing Rules.

The remuneration of non-executive Directors is reviewed by
the remuneration committee of the Board (“Remuneration
Committee”) and is fixed from time to time by the Board
subject to the authority granted pursuant to the Company’s
Bye-laws by the Shareholders at the Company’s general
meetings.

As at the date of this report, the members of the Board are Mr.
Liu Tingan (executive Director, Chairman of the Board and Chief
Executive Officer), Mr. Cheok Ho Fung (executive Director and
Deputy Chairman), Mr. Shan Yongxin (executive Director), Mr. Li
Yongjun (non-executive Director), Mr. Ng Man Kung (INED), Mr.
Lau Fai Lawrence (INED) and Mr. Mak Kwok Kei (INED).
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THE OPERATION OF THE BOARD

One of the main responsibilities of the Board is to supervise and
direct the management of the Company (the “Management”)
to operate under good corporate governance in order to
maximise value of the Shareholders while balancing the interest
of its various stakeholders. The Board holds meetings quarterly
so as to monitor the performance and discuss the business
development of the Company against the budget, to discuss
and decide on major corporate, strategic and operational issues,
and to evaluate any available investment opportunities.

The major duties performed by the Board are as follows:
1. setting the Company’s values and standards;

2. setting the objectives of the Company and responsibilities
of the Board and its various committees;

3. establishing the strategic direction for the Company;
4. setting targets for the management of the Group;

5. monitoring the performance of the management of the
Group;

6. reviewing the annual and interim results of the Group;

7. ensuring that a framework of prudent and effective
internal control is in place to assess and manage the risk
of the Group and implementing appropriate systems to
manage these risks;

8. overseeing the Company’s relationships with its
Shareholders, customers, the community, various
government authorities, interest groups and others;

9. identifying and assessing any matters of a substantial
Shareholder or a Director resulting in conflict of interest;

10. determining material acquisitions and disposals of assets,
investments, capital, projects, authority levels, major
treasury policies, risk management policies and key human
resources issues; and
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considering and determining issues which are the
responsibilities of the Board pursuant to the Company's
Memorandum of Association and Bye-laws and the
relevant laws and regulations in force by which the
Company is governed from time to time.

The Board is also responsible for the following corporate
governance duties:

to develop and review the Company’'s policies
and practices on corporate governance and make
recommendations on any amendment or updating (if any);

to review and monitor the training and continuous
professional development of Directors and the Company's
senior management;

to review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to the Company’s
employees and Directors;

to review the Company's compliance with the CG Code
and disclosure in the Corporate Governance Report (the
“CG Report”) under the CG Code; and

to be responsible for performing any other corporate
governance duties and functions set out in the CG Code
and the Listing Rules (as amended from time to time), or
delegating the responsibility to a committee or committees
(if applicable).

During the Year, the Company had reviewed its corporate

governance policy by the Board in achieving high standards of
corporate governance duties. The Board will further develop and
review this policy regularly and at least annually so as to make

recommendations on any amendment or updating (if any).
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During the Year, the Board had delegated its authority to
the nomination committee of the Board (“Nomination
Committee”) to review its board diversity policy for the
Company and the terms of reference of the Nomination
Committee. The Board (via the reporting from the Nomination
Committee) had reviewed and considered the measurable
objectives set for implementing the Company’s board diversity
policy during the Year and would, together with the Nomination
Committee, regularly review the progress on achieving those
objectives.

The Board delegates to the Management in respect of the major
corporate matters as stated below:

1. preparation of the annual and interim results of the Group
to be approved by the Board;

2 execution of the corporate strategies and directions of the
Group adopted by the Board,;

3. implementation of sufficient systems of internal controls
and risk management procedures of the Group; and

4. carrying out daily business operations and decision-
makings of the Group, etc.

BOARD COMMITTEES

As an integral part of good corporate governance, the Board
has established various committees to oversee particular
aspects of the Company’s affairs. These committees are
governed by their respective terms of reference, which describe
the authorities and duties of these committees and will be
regularly reviewed and updated by the Board. These committees
include the Audit Committee, the Remuneration Committee,
the Nomination Committee, and the executive committee
(the "Executive Committee”) of the Board whose terms of
reference had been set out in writing respectively.
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ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility to prepare the
financial statements that give a true and fair view of the state
of affairs of the Group. The Board was aware of material
uncertainties relating to events or conditions that might
cast significant doubt upon the Group’s ability to continue
as a going concern which were detailed in note 3(b) to the
consolidated financial statements. Having considered the factors
in note 3(b), the Board has prepared the accounts on a going
concern basis.

The reporting responsibilities of the Company’s auditor, BDO
Limited, are set out in the Independent Auditor’'s Report on
pages 97 to 104 of the annual report.

AUDIT COMMITTEE

The Audit Committee is composed of three INEDs throughout
the Year.

The chairman of the Audit Committee is an INED who has
the appropriate professional qualifications and experience
in accounting or related financial management expertise as
required by the Listing Rules. The Audit Committee discharges
its responsibilities as follows and in accordance with its existing
terms of reference being adopted by the Board:

1. reviewing and monitoring the integrity of the interim and
annual results and financial statements of the Company
and of the Group and reviewing significant financial
reporting judgements;

2. reviewing and monitoring the reporting, accounting and
financial policies and practices of the Group;

3. reviewing and primarily responsible for making
recommendation to the Board on the appointment,
re-appointment, retirement, resignation or removal of
the Company’s external auditor and reviewing their
remuneration and terms of engagement, discussing their
audit plan and scope of audit, and monitoring the external
auditor’s independence, objectivity and effectiveness of the
audit process up to applicable standard, and also reporting
the issues raised by the external auditor, including but
not limited to those stated in their management letter
addressed to the Board, implementing policy on engaging
external auditor to supply non-audit services;
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acting as the key representative body for overseeing the
Company'’s relations with the external auditor;

reviewing the fairness and reasonableness of connected
transaction(s) or continuing connected transaction(s) of the
Company, if any;

ensuring full access by the respective responsible teams
of the Group under corporate governance function of any
concerns that may have arisen during the course of their
corporate governance works;

conducting annual review of the effectiveness of the
Group’s internal control and risk management systems
as delegated by the Board and considering any findings
of major investigation of its internal control and risk
management matters; and ensuring the Group’s
management has discharged its duty to have an effective
internal control and risk management system including the
adequacy of resources, qualifications and experience of
staff from the Group; and

reviewing arrangements which can be used by employees
of the Company, in confidence, to raise concerns about
possible improprieties in financial reporting, internal
control or other matters, and the whistleblowing policy
and system for employees which has been adopted by the
Board on 27 March 2012.
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During the Year, three Audit Committee meetings were held
(whereas all of which had been held with the attendance of
the Company’s external auditor) to review the financial results
and reports for the year ended 31 December 2018 and for
the six months ended 30 June 2019, risk management and
internal control processes, related party transactions, continuing
connected transactions and discloseable transactions (if any),
roles and responsibilities as well as works performed by the
teams under corporate governance function, and the re-election
of the Company’s external auditor.

The Audit Committee has reviewed the consolidated annual
results and financial statements of the Group for the Year,
including the significant accounting principles and practices
adopted by the Group.

This annual report has been reviewed by the Audit Committee.
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The attendance record of each member of the Audit Committee RAFE EBEREZEeKERNHeZZ HF
at its meetings during the Year is set out below: wo ek E S ZZDT :
Attendance
Members of Audit Committee ERZEERE HE=E
Mr. Lau Fai Lawrence (Chairman) RQIEFKAE (FE) 3/3
Mr. Ng Man Kung (Member) R E (KE) 3/3
Mr. Mak Kwok Kei (Member) BEEELE(KE) 3/3
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Auditor’s Remuneration

The Audit Committee is responsible for considering the
appointment and re-election of the external auditor and
reviewing any non-audit functions performed by the external
auditor, including whether such non-audit functions could lead
to any potential material adverse effect to the Company. During
the Year, the remunerations paid/payable to the external auditor,
BDO Limited, were as follows:

BB &
ERZECRAZRZAEREEIMNERHEE N
e E R NSRBI ETT 2 ER BB B
RS REYHARRABREMEEERT
NEEZIFRBRBE - RAFER  XEBER
SNERBEN BB EREREAMEBMERA
BIXNIATER:

Fee paid/
payable
Type of services provided by the external auditor /MNEZEMEHZREER Bt ERER
(HK$'000)
(F#&7T)
Audit services: BEART -
Audit of the financial statements for the year ended EZBE_ZEZ-NF+_A=+—8H
31 December 2019 IFFEZ2FEMBHREK 1,510
Non-audit services: FHEEIRT -
Review of continuing connected transaction(s) ERFERERS 10
Agreed-upon procedures on preliminary announcement #] %4& N 2 B ERF
of results 30
Agreed-upon procedures on interim financial statements BEMHEZE-ZF— L F A=+ HLNEA
for the six months ended 30 June 2019 LR BHRER 2 BERT 200
Report on environmental, social and governance MRFE g RELERRE 110
Subtotal: N 1,860
Tax services SRS 69
1,929
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REMUNERATION COMMITTEE

Throughout the Year, three members of the Remuneration

Committee were INEDs.

The Remuneration Committee performs the following roles

and functions in accordance with its terms of reference and its
written remuneration policy adopted by the Board:

1.

ensuring formal and transparent procedures for overseeing,
developing and determining policies on the remuneration
packages of Directors and the Company’s senior
management;

assessing the achievement and performance and reviewing
the performance-based remuneration of executive
Directors and the Company’s senior management by
reference to the Company’s corporate goals;

approving the terms of executive Directors’ service
agreements or letters of appointment (as appropriate);

providing effective supervision and administration of the
Company’s share award or option schemes and other share
incentive schemes (if available);

(i) determining with delegated responsibility on
the remuneration packages of individual executive
Directors and the Company’s senior management or
(i) recommending to the Board on executive Directors’
and the Company’s senior management’s remuneration
packages whereas the Remuneration Committee adopted
the aforesaid model (ii) during the Year, and (iii) reviewing
the remuneration of non-executive Directors; and

ensuring that no Director or any of his associates is
involved in deciding his own remuneration.

During the Year, the Company has reviewed and made
recommendations to the Board on the remuneration packages
of Directors and the Company’s senior management.

FWEES
REAFEANFMEE S =K EHRBILIENR
TES-

FHEZEERBEESTEMRM o BERE A
& R 1T A N s K B AE

1. BAREEEMAZHEZERF NE
R HNENREEEVEZTRARASRE
BABFHIFEZHBER:

2. ARARRZEXRBEMARRATESZR
ARAEREBBABZRBERE UK
R SR RAEE ZFH M

3. WERTEZRZREHHXZRMESE (RE
) Z &3

4. BHEBREEARRRZBIDEENERK
Rt R Bt i 2Bt 8 (A )

5. (VERBREERBMNATEERARARR
BEABZFHMFE (DR ATEER
ARBGREBANEZFNGENESS
REbEZR AMFHZESRAFEARR
AR () (iR FERITER 2%
B8 K

6. MEMEBEFIEMEBEANAEBTH
G ZHM -

RAEE  ARAEREZEMARBSREEA
BrHMrBriRaYRESTEREES

TE-AFEFH RESRMEEARALT 45



Corporate Governance Report
ERERME

During the Year, two Remuneration Committee meetings were
held to discuss and review the remuneration packages and
bonus (if any) of executive Directors and other Directors and the
terms of their service agreements and letters of appointment,
and the remuneration policy of the Company and the Group as
well as the adoption of the share award scheme (with reference
to the Remuneration Committee’s terms of reference and Listing
Rules).

The attendance record of each member of the Remuneration
Committee at its meetings for the Year is set out below:

RAFE FHEESERITMAEE Uil
FRAATESREMES 2 H B RIEA
(nE) ERBHERZTEZGT A2E
RAEE 2 FHIE R - LA RIERA AR SR 5t 2
(2ZFMEZESRBEHRER EHHRA) -

RAGE SHFMEBGRAREGHL A
wEREYI T -

Attendance
Members of Remuneration Committee FMEEERE HE=E
Mr. Ng Man Kung (Chairman) RXHEE (FE) 2/2
Mr. Lau Fai Lawrence (Member) RENE (HE) 2/2
Mr. Mak Kwok Kei (Member) EREELE (KE) 2/2

NOMINATION COMMITTEE
Throughout the year, three members of the Nomination
Committee were INEDs.

The Nomination Committee performs the following roles and
functions in accordance with its nomination procedures and
criteria as follows and in accordance with its terms of reference
and its written nomination policies adopted by the Board:

1. determining the policy for the nomination of Directors
during the Year;

2. adopting the nomination procedures and the process
and criteria to select and recommend candidates for
directorship during the Year by considering the candidates’
past performance and experience, academic and working
qualifications, general market conditions in accordance
with the requirements set out in the Listing Rules and the
Company’s Bye-laws so as to make the composition of
the Board filled with a diverse and a balance of skills and
experience;
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3. reviewing regularly the roles of Directors and considering
any issue on conflict of interest, their performance and
conduct;

4. assessing the independence of INEDs pursuant to the
requirements set out in the Listing Rules; and

5. reviewing regularly the nomination policy and board
diversity policy of the Company to ensure the effectiveness
of these policies and to review any progress on achieving
those objectives in these policies.

The Board has adopted a nomination policy (the “Nomination
Policy”) to enhance its effectiveness. The Nomination Policy
is intended to provide a flexible set of guidelines for the
effective functioning of the Company’s nomination process.
The Board and the Nomination Committee intend to review
the Nomination Policy (together with the board diversity policy
(the “Diversity Policy”)) at least annually and anticipate
that modifications may be necessary from time to time as the
Company’s needs and circumstances evolve, and as applicable
if and where the legal obligations or requirements in the Listing
Rules or laws of Hong Kong or Bermuda or other regulations
change. The details of the Nomination Policy were set out
below:

Purpose

The purpose of the Nomination Policy is to describe the process
by which candidates of possible inclusion in the Company's
recommended slate of director nominees are selected. The
Nomination Policy is administered by the Nomination Committee
of the Board.
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Composition of the Board
The Nomination Committee will ensure that:

Nomination and selection criteria
The Nomination Committee will take into account the
Company’s current needs and the qualities needed for the

the Board will consist of Directors with a variety and
a balance of skills and experience in accounting,
manufacturing, marketing, finance, investment and legal
professions and with reference to the criteria set out in the
Board Diversity Policy;

the Company will always maintain the minimum number of
INEDs as required by the Listing Rules; and

regular assessment will be conducted on the independency
of INEDs for the purpose of Rule 3.13 of the Listing
Rules, and if there is any reason for doubting whether
such INED is still considered as independent pursuant to
the Listing Rules or other regulations, it may propose the
re-designation of the INED into other directorate position
in the Board.

Board's service, including but not limited to:

48

the ethical character, integrity and maturity of judgment of
the candidate;

the candidate’s experience at the policy-making level
in the industry and business, the PRC and Hong Kong
governments, education or other settings;

the candidate’s insight into material aspects of the
Company’s business;

the expertise of the candidate in areas that are useful to

the Company and complementary to the background and
experience of other Board members;
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the candidate’s willingness to take an active interest in the
Company’s affairs and obtain a general understanding of
its business, and to devote the required amount of time
to carrying out the duties and responsibilities of the Board
and various committees’ membership if being invited,;

the candidate’s willingness to report to the Board in a
timely manner any new change in his/her office held
in other public companies or organisations and other
significant commitments, the time involved, identities of
such public companies and organisations;

the willingness of the candidate to serve on the Board for
multiple terms;

the willingness of the candidate to refrain from engaging
in activities that may be in conflict with the Director’s
duties and responsibilities to the Company and its
Shareholders;

the candidate’s independence under the Listing Rules if
he/she is appointed as INED, and if the proposed INED
will be holding his/her seventh (or more) listed company
directorship, the reasons why the Board believes the
individual would still be able to devote sufficient time to
the Board, his/her perspectives, skills and experience that
he/she can bring to the Board and how the proposed INED
contributes to diversity of the Board;

the candidate’s service on other boards of directors of the
Group or of other companies (whether they are listed or
non-listed);

the candidate’s willingness to participate in continuous
professional development courses annually to be arranged
and funded by the Company;
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12. the candidate’s willingness to attend general meetings of
the Company;

13. the candidate’s obligation to disclose his/her information
on all civil judgments of fraud, breach of duty, or other
misconduct involving dishonesty (if any);

14. the candidate’s willingness to comply with the Listing Rules
and other regulatory requirements in full for discharging
Directors’ liabilities.

For those potential new director candidates who appear upon
first consideration to meet the Board’s selection criteria, the
Nomination Committee will conduct appropriate inquiries into
their background and qualifications and, depending on the
result of such inquiries, arrange for in-person meeting with the
potential candidates.

In the case of incumbent Directors whose terms of office are set
to expire, the Nomination Committee will review such Directors’
overall service to the Company during their terms of office in
the Company, and if feasible and appropriate, will conduct an
exit interview.

The Nomination Committee may use multiple sources for
identifying director candidates, including but not limited to:

1. its own contacts and referrals from other Directors,
members of the management of the Company, the
Company's professional advisors, and executive search
firms;

2. the director candidates being recommended by
Shareholders of the Company with the evaluation in
the same manner with other director candidates being
recommended by other sources; and
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3. making recommendations for director nominees to be
proposed to the Board for election at the forthcoming
annual general meeting of the Company. The Nomination
Committee will consider any written recommendation of
director candidates pursuant to bye-law 103 of the Bye-
laws of the Company. Recommendations must include the
candidate’s name, contact information and a statement of
the candidate’s background and qualifications, and must
be mailed to the registered office of the Company for the
attention of the chairman of the Board.

The Board has adopted a Diversity Policy of the Company to
enhance its effectiveness. In designing the Board’s composition,
the Diversity Policy has been considered from a number of
aspects, including but not limited to gender, age, cultural
and educational background, ethnicity, regional and industry
experience, professional experience, skills, knowledge, length of
services and time to be devoted as a Director. The Company will
consider all measurable objectives for implementing the Diversity
Policy, and also take into account factors relating to its own
business model and specific needs from time to time. The Board
strives to ensure that it has the appropriate balance of skills,
experience and diversity of perspectives that are required to
support the execution of its business strategies and in order for
the Board to be effective. The ultimate decision will be based on
merit and contribution that the selected candidates will bring to
the Board. The details of the Diversity Policy were set out below:

1. Purpose
1.1 The Diversity Policy sets out the approach to diversity
on the Board.

2. Scope of Application
2.1 The Company recognises and embraces the benefits

of having a diverse Board to enhance the quality of its

performance; and

2.2 The Diversity Policy applies to the Board and does

not apply to diversity in relation to employees of the

Group.
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4,
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Diversity Policy Statement

3.1

3.2

3.3

In designing the Board’s composition, the Company
recognises and embraces the benefits of diversity in
Board members;

Board diversity has been considered from a number
of aspects, including but not limited to gender,
age, cultural and educational background, ethnicity,
regional and industry experience, professional
experience, skills, knowledge and length of service;
and

The Nomination Committee reviews and assesses
the composition of the Board and makes
recommendations to the Board on appointment of
new Directors. All Board appointments will be based
on meritocracy, and candidates will be considered
against objective criteria, having due regard for the
benefits of the Board’s diversity.

Measurable Objectives

4.1

4.2

4.3

The Nomination Committee will discuss and agree
annually all measurable objectives for implementing
the Diversity Policy and achieving the Board's diversity
and recommend them to the Board for adoption;

Selection of candidates for Board members will
be based on a range of diversity perspectives,
including but not limited to gender, age, cultural
and educational background, ethnicity, regional and
industry experience, professional experience, skills,
knowledge and length of service, as well as the
criterion set out in the Company’s nomination policy.
The ultimate decision will be based on merit and
contribution that the selected candidates will bring to
the Board; and

The Board’s composition (including gender, ethnicity,
age, length of service, educational background,
professional experience, skills and knowledge) will
be disclosed in the Company’s CG Report annually
in accordance with the requirements of the Listing
Rules.
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5. Monitoring and Reporting

EEERRE
5. BEERER
5.1 The Nomination Committee will report annually, 51 REZESHEFREEERBRENR

in the CG Report, on the Board’'s composition
under diversified perspectives, and monitor the
implementation of the Diversity Policy.

6. Review of the Diversity Policy
6.1 The Nomination Committee will review the Policy
regularly, as appropriate, to ensure the effectiveness
of the Diversity Policy and to review any progress on
achieving those objectives in the Diversity Policy; and

6.2 The Nomination Committee will discuss any revisions
that may be required, and recommend any such
revisions to the Board for consideration and approval.

During the Year, two Nomination Committee meetings had been
held to discuss and review (i) the retiring Directors to be re-
elected at the 2019 annual general meeting of the Company; (ii)
the independence of the INEDs; (iii) the terms of appointment
of Directors; (iv) the structure, size and composition (including
the skills, knowledge and experience) of the Board; (v) the role,
performance and conduct of the existing Directors (including
but not limited to the issues on any conflict of interest); (vi)
any nomination of potential candidate in place of the resigned
Director(s) to the Board; and (vii) the nomination policy and
Diversity Policy (including its measurable objectives and progress
on achieving those objectives) of the Company (with reference
to the Nomination Committee’s terms of reference and Listing
Rules).
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The attendance record of each member of the Nomination
Committee at its meetings for the Year is set out below:

RAEE SRAFZEEMBRAGHZ LR
RN T

Attendance
Members of Nomination Committee REZEERE R
Mr. Mak Kwok Kei (Chairman) BREELE (/) 2/2
Mr. Ng Man Kung (Member) RXHEE (KE) 2/2
Mr. Lau Fai Lawrence (Member) RlZERA (HE) 2/2

Under the CG Code provision A.4.2, every Director including
should be subject to
retirement by rotation at least once every three years. The

those appointed for a specific term,

Bye-laws of the Company has provided that at each annual
general meeting one-third of the Directors for the time being
(or, if their number is not a multiple of three, the number
nearest to but not less than one-third) shall retire from office by
rotation such that every Director (including those appointed for
a specific term) shall be subject to retirement by rotation at least
once every three years.

Under the CG Code provision A.4.2, all Directors appointed
to fill a casual vacancy should be subject to election by the
Shareholders at the first general meeting of the Company after
appointment. The Bye-laws of the Company has provided that
the Board shall have power from time to time and at any time
to appoint any person as a Director either to fill a casual vacancy
or as an addition to the Board. Any Director so appointed shall
hold office only until the next following general meeting of the
Company and shall then be eligible for re-election, but shall not
be taken into account in determining the Directors who are to
retire by rotation at such meeting.
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EXECUTIVE COMMITTEE HITZEES

The Executive Committee operates with overall delegated HITZESCEEESR FTEERNELER-
authority from the Board. The Executive Committee carries out AERIEBEBALEHETLEBEZEET WIT1£8
the following tasks for the purposes of dealing with the affairs BT TBE :

relating to the day-to-day operations of the Group:

1. determining group strategies; 1. EBEESEBEERE:

2. setting targets for the management; 2. WMUEEBEZHIE:

3. reviewing business performance; 3. mAEBKRIR:

4. ensuring adequate funding; and 4. WMREBRWEZ R
5. examining major investments. 5. BEHEAKRE-

During the Year, the members of the Executive Committee are RAFE HITLZE K EBERELZEE (£
Mr. Liu Tingan (Chairman) (executive Director) and Mr. Cheok &) (#{7&=%) hEaELLE (BIEE) (81T
Ho Fung (Deputy Chairman) (executive Director) and Mr. Shan ZE)RERSZLE (MTESR) (R-T— 1
Yongxin (executive Director) (appointed on 30 August 2019). FNAR=+HEZE) -

During the Year, no Executive Committee meeting had been AEEIEBITHITZECSH-
held.
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TRAINING AND SUPPORT FOR DIRECTORS
The Group provides briefings,
training opportunities to develop and refresh the Directors’
knowledge and skills so as to keep them abreast of their
collective responsibilities and to put more emphasis on the
importance of roles, functions and duties of Directors.

reading materials and other

The Group continuously updates Directors on the latest
developments regarding the Listing Rules and other applicable
regulatory requirements, to ensure compliance and enhance
their awareness of good corporate governance practices, and

EERIRXE
AEERUHNE HMEAHNREwEIRE
NEREEREEZ MM REE BREEZ
BRAKERE FESLTAAERZAS
B RBEZEEM-

AEEFERLTRINREMEREEREZ
HESRFTERAEZRESHER NERE
TREFCEERFR URSBEHZEZER
ZEB NEERREENBZEATHES

to ensure that their contribution to the Board remains informed

LA

a

During the Year and as required by and in compliance with the RARFE  RIFEDLEST
CG Code, the Directors participated in the following trainings: ™

nd relevant.

Types of Training

BIZBE EFCL2HE)

Name of Directors BEEng EIER
Executive Directors HITESE
Mr. Liu Tingan BlERfE

(Chairman and Chief Executive Officer) (EEFTEAAE) A - C
Mr. Cheok Ho Fung SrRE%E - - C
Mr. Shan Yongxin (appointed on BREBEE (RZFE—NF

30 August 2019) NA= +E£%*§?§/f) A - C
Non-executive Director HHITEE
Mr. Mao Yumin (resigned on ERREE (R=ZF—NF

21 August 2019) /lﬁf+—5r;%/f) A B -
Mr. Li Yongjun (appointed on FKREEE (RZFE-NF

30 August 2019) NA=Z1THEZF) A - C
INEDs BUHHITEE
Mr. Ng Man Kung Rtk st A - -
Mr. Lau Fai Lawrence GBS A - -
Mr. Mak Kwok Kei BREELLE A - C

A:  attending seminars/conferences/forums (via different means) A: HE#HTGE @@k, SwE(EB1TEE
&)
B:  giving talks at seminars/conferences/forums B: RMF® @k imiE FEITEE
C:  self-reading: (newspapers, journals & updates re: global & Hong C: BE: (HKE 5 PJ&F%&%M B :IRIRR
Kong economy, business of the Group, updates on Listing Rules, BEERE AKEER FWHAR - EE2RE
directors’ duties, relevant statutory requirements) HHEERTE I RMER)
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CORPORATE MANAGEMENT, RISK
MANAGEMENT AND INTERNAL CONTROL

The Board established a whistleblowing policy on 27 March
2012 which deals with and governs proper and fair concerns
raised by the Group’s employees about any suspected
malpractice or misconduct regarding financial reporting, internal
control or other matters within the Group. The Audit Committee
shall review regularly this policy and ensure that arrangements
are in place for independent and fair investigation of these
matters and for appropriate following-up action.

The responsible teams of different sections or departments
within the Group under corporate governance function play a
major role in monitoring the internal corporate governance of
the Group. They have unrestricted access to the information
that allow them to review all aspects of the Group’'s risk
management and governance processes in connection with
nature of compliance and legal requirements. It also has the
power to consult directly with the Audit Committee without the
consent of the Company’s management.

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. Management 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 businesses and operations. The
system comprises the following phases:

o Identification: ldentify ownership of risks, business
objectives and risks that could affect the achievement of
objectives.

e Evaluation: Analyse the likelihood and impact of risks and
evaluate the risk portfolio accordingly.
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o Management: Consider the risk responses, ensure effective
communication to the Board and on-going monitor the
residual risks.

Based on the enterprise risk assessments conducted in 2019, no
significant risk was identified which might materially affect the
Group's businesses and operations.

Internal Control System

The Company has an internal control system in place 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 follows:

° Control Environment: A set of standards, processes and
structures that provide the basis for carrying out internal
controls 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: Actions established by policies and
procedures to help ensure that management directives to
mitigate risks to the achievement of objectives are carried
out.

e 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 to the Group's directors, officers and all relevant
employees. The term “relevant employee” refers to employee
of the Group, because of his office or employment, who is
likely to be in possession of the unpublished inside information.
The above mentioned persons are also recommended to
make reference to the “Guidelines on Disclosure of Inside
Information” issued by the Securities and Futures Commission in
June 2012. Certain reasonable measures have been taken from
time to time to ensure that proper safeguards exist to prevent a
breach of disclosure requirement in relation to the Group, which
include:

e  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.

o Internal controls on handling and dissemination of inside
information.

Based on the internal control reviews conducted in 2019, no
significant control deficiency, which might affect the reliability
and effectiveness of the Group’s internal controls was identified.

Internal Auditors

The Group has an internal audit (“IA") function, which consists
of professional staff with relevant expertise (such as Certified
Public Accountant). The IA function is independent from the
Group’s daily operation and carries out appraisal of the risk
management and internal control systems by conducting
interviews, walkthroughs and tests of operating effectiveness.
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An IA plan has been approved by the Board. According to the
established plan, a review of the risk management and internal
control systems is conducted annually and the results are
reported to the Board through the Audit Committee.

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 ensuring review of the
effectiveness of these systems has been conducted 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.

The Board, through its review and the review made by IA
function and the Audit Committee during the Year, 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.

OPERATION RISKS

The Group has implemented appropriate policies and procedures
for all major operations. The Management closely monitors
the procurement process and performs due diligence check on
suppliers. The quality assurance department and the reliability
department ensure the stability of the manufacturing process
and monitor products quality. The Group also strives to promote
human resources reforms and comprehensively enhances cost
management. At the same time, the Management also keeps
a close eye on every investment process to ensure that they
have exercised due care towards those investments made. By
establishing clear policies and a well-documented business
process, the exposure to operation risks is considered as
minimal.
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INVESTOR RELATIONS AND COMMUNICATION

The Board established a shareholders’ communication policy
on 27 March 2012 for maintaining an on-going dialogue with
the Shareholders and other stakeholders and encouraging them
to communicate actively with the Company. This policy sets
out the principles of the Company, in relation to shareholders’
communications, with the objective of ensuring that its
communications with the Shareholders and other stakeholders
(including potential investors) with ready, equal and timely
access to balanced and understandable information about the
Company (including its financial performance, strategic goals
and plans, material developments, governance and risk profile),
in order to enable the Shareholders and other stakeholders
to exercise their rights in an informed manner mainly through
the Company’s corporate communications (such as interim
and annual reports, announcements and circulars, notices of
meetings, proxy forms and listing documents), annual general
meetings and other general meetings, as well as disclosure on
the website of the Company.
annual

Interim reports,

associated explanatory documents etc are sent to the

reports and circulars and

Shareholders and are also posted on the Stock Exchange's
website (www.hkex.com.hk) and the Company’s website
(www.hkbridge.com.hk) under a dedicated “Investor Relations”
section in plain language and in both English and Chinese
versions or where permitted, in single language, and will
be updated on a regular basis and in a timely manner. The
Company’s website provides the Shareholders with the
corporate information, such as principal business activities, the
development of corporate governance and the corporate social
responsibilities of the Group such as environmental protection,
etc.
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Shareholders are provided with contact details of the Company,
such as telephone hotline, fax number, email address and postal
address (as indicated below), in order to enable them or even
the Board to make any enquiry that they may have with respect
to the Company or the Group. In addition, if the registered
Shareholders have any enquiries about their shareholdings and
entitlements to dividend, they can contact Tricor Tengis Limited,
the Company’s Hong Kong Branch Share Registrar and Transfer
Office through the online holding enquiry service at www.
tricoris.com or by email to is-enquiries@hk.tricorglobal.com or
hotline at (852) 2980 1333 or fax at (852) 2810 8185 or in
person at Level 54, Hopewell Centre, 183 Queen’s Road East,
Hong Kong.

The Company will not normally deal with verbal or anonymous
enquiries. However, Shareholders may send their enquiries to
the following contacts:

: Unit 6812-13, 68th Floor,
The Center, 99 Queen’s Road Central,

Principal place of
business in Hong

Kong Hong Kong
For the attention of Chairman of the
Board/Chief Executive Officer/Company
Secretary
Telephone : (852) 2710 2323

Fax . (852) 2323 8137
Email . investor.relations@hkbridge.com.hk

The Company’s general meeting allows the Directors, members
of the Audit Committee, the Remuneration Committee and
the Nomination Committee, respectively and its external
auditor to meet and communicate with its Shareholders and
to answer Shareholders’ questions. The Company will ensure
that the Shareholders’ views can be properly communicated to
the Board. For each substantially separate issue at a general
meeting, a separate resolution should be proposed by the
chairman of that meeting, for instances, nomination of persons
as Directors by means of a separate resolution. The Procedures
for Shareholders to Propose a Person for Election as a Director
of the Company has been uploaded on the website of the
Company.
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The proceedings of general meeting are reviewed from time
to time to ensure that the Company follows good corporate
governance practices. Notice of an annual general meeting
(whether for the passing of a special resolution and/or an
ordinary resolution) shall be called by not less than twenty
business days' notice or twenty-one days' notice (whichever is
longer) in writing at the least and a special general meeting
called for the passing of a special resolution shall be called by
twenty-one days’ notice in writing at the least, and a general
meeting of the Company (other than an annual general meeting
or a meeting for the passing of a special resolution) shall be
called by ten business days’ notice or fourteen days’ notice
(whichever is longer) in writing at the least (whereas the notice
shall be exclusive of the day on which it is served or deemed
to be served and of the day for which it is given), and the
accompanying circular also sets out details of each proposed
resolution and other relevant information as required under the
Listing Rules.

The chairman of the general meeting exercises his power under
the Company’s Bye-laws to put each proposed resolution to the
vote by way of a poll, save for the resolutions (if any) proposed
by the chairman of the meeting regarding the approval on the
procedural and administrative matters as defined in the Listing
Rules. The procedures for demanding and conducting a poll are
explained at the general meeting prior to the polls being taken.
Shareholders who are entitled to attend and vote at a general
meeting are entitled to ask about the poll voting procedures
and details of the proposed resolutions at the general meeting
whose questions should be answered during the general
meeting prior to the conduction of poll voting. Announcement
on poll voting results of general meeting will be posted on the
Stock Exchange’s website and the Company’s website.

During the Year, there was no significant change in the
Company’s Memorandum of Association and Bye-laws.

The Company continues to commit to a proactive policy of
promoting investor relations and effective communication with
the Shareholders and analysts by better utilising the Company's
website (www.hkbridge.com.hk) as a channel to disclose the
Company's updated information and corporate communications
to the Shareholders, stakeholders and the public on a timely
basis.
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Shareholders Rights

The Directors, pursuant to Companies Act 1981 of Bermuda
(as amended) (“Companies Act”) and notwithstanding
anything in the Company’s Bye-laws shall, on the requisition
of the Shareholders holding at the date of the deposit of the
requisition not less than one-tenth of the paid-up capital of the
Company as at the date of the deposit carries the right of voting
at general meetings of the Company, forthwith proceed duly to
convene a special general meeting of the Company.

The requisition must state the purposes of the general meeting,
and must be signed by the requisitionists and deposited
at the Company’s registered office, and may consist of
several documents in like form each signed by one or more
requisitionists.

If the Directors do not within twenty-one days from the date of
the deposit of the requisition proceed duly to convene a general
meeting, the requisitionists, or any of them representing more
than one half of the total voting rights of all of them, may
themselves convene a general meeting, but any general meeting
so convened shall not be held after the expiration of three
months from the said date.

A general meeting convened by the requisitionists shall be
convened in the same manner, as nearly as possible, as that in
which general meetings are to be convened by the Directors.

Any number of Shareholders representing not less than
one-twentieth (1/20) of the total voting rights of all the
Shareholders or not less than 100 Shareholders, may make
a requisition in writing to the Company to do the following
(which will be done at the expense of the requisitionists unless
the Company otherwise resolves):

(i) to give the Shareholders a notice of the next annual
general meeting and notice of any resolution which may
properly be moved and is intended to be moved at that
meeting; and/or
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(i) to circulate to the Shareholders a notice of any general
meeting sent to them any statement of not more than one
thousand (1,000) words with respect to the matter referred
to in any proposed resolution or the business to be dealt
with at that meeting.

A copy of the requisition signed by the requisitionists, or two
or more copies which between them contain the signatures
of all the requisitionists, must be deposited at the registered
office and the principal place of business in Hong Kong of the
Company.

(i)  in the case of a requisition requiring notice of a resolution,
not less than six weeks before the meeting; and

(i) in the case of any other requisition, not less than one week
before the meeting,

and there must be deposited or tendered with the requisition a
sum reasonably sufficient to meet the Company’s expenses in
giving effect thereto.

However please note that if, after a copy of the requisition
requiring notice of a resolution has been deposited at the
principal place of business of the Company in Hong Kong,
an annual general meeting is called for a date six weeks or
less after the copy has been deposited, the copy though not
deposited within the time limit stated above shall be deemed to
have been properly deposited for the purposes thereof.

Any reasonable expenses incurred by the requisitionists by
reason of the failure of the Directors duly to convene a general
meeting shall be repaid to the requisitionists by the Company.

Dividend Policy

The Company considers stable and sustainable returns to
the Shareholders to be the goal. The dividend policy aims
at enhancing transparency of the Company and facilitating
the Shareholders and investors to make informed investment
decisions relating to the Company.
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According to the dividend policy, while the Company intends to
declare and pay dividends in the future, the payment and the
amount of any dividends will depend on a number of factors,
including but not limited to:

(i)  the Group's actual and expected financial performance;

(ii)  the Group’s expected working capital requirements, capital
expenditure requirements and future expansion plans;

(iii) profits available for distribution, retained earnings and
distributable reserves of the Company and each of the
members of the Group;

(iv) the Group's liquidity position;

(v) the general economic conditions and other internal or
external factors that may have an impact on the business
or financial performance and position of the Group; and

(vi) any other factors that the Board deems appropriate and
relevant.

The Company in general meeting may declare dividends
in any currency but no dividends shall exceed the amount
recommended by the Board. The recommendation of the
dividends by the Company shall be determined at the sole
discretion of the Board and shall be subject to any restrictions
under the Companies Act and every other Act of Bermuda, the
Bye-laws of the Company and any applicable laws, rules and
regulations. Any declaration of annual dividend for the financial
year ended of the Company will be subject to the approval by
the Shareholders. The dividend policy adopted by the Board is
intended for the Company to maintain adequate cash reserves
to meet its capital requirements, fund its future growth and
enhance shareholder value when dividends are recommended.

The dividend policy will continue to be reviewed by the Board
from time to time and there can be no assurance that dividends

will be proposed or declared in any particular amount for any
given period.

27 March 2020
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