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On behalf of the board of directors (the “Directors”) (the “Board”) of
Nan Nan Resources Enterprise Limited (the “Company”), | present
to you the audited consolidated final results of the Company and its
subsidiaries (collectively the “Group”) for the year ended 31 March
2020 (the “Year”).

For the Year, the Group recorded a revenue of approximately
HK$127,989,000 (2019: approximately HK$75,625,000) and
gross profit of approximately HK$52,214,000 (2019: approximately
HK$31,083,000) but net loss of approximately HK$24,604,000 (2019:
profit of approximately HK$28,843,000) respectively. The Board does
not recommend the payment of any dividend for the Year (2019: Nil).

Loss of the Group for the Year was approximately HK$24,604,000
(2019: profit of approximately HK$28,843,000), representing a
downturn of approximately HK$53,447,000 as compared with
last year. The downturn was mainly due to net effect of change in
fair value and gain arising from modification of convertible bond
designated as financial liabilities at fair value through profit or loss
(“FVPL") approximately HK$71,443,000 (2019: approximately
HK$29,373,000); change in fair value of contingent consideration
receivables of approximately HK$3,009,000 (2019: Nil); the
decrease of exchange loss of approximately HK$4,672,000 (2019:
approximately HK$6,175,000); the increase of gross profit by
approximately HK$21,131,000; the increase in the finance costs of
approximately HK$5,988,000 (2019: approximately HK$964,000);
the increase of administrative and other operating expenses by
approximately HK$20,723,000; the concurrence of a supplemental
resources fee of approximately HK$85,688,000 in current year
(2019: Nil) and the impairment loss on goodwill of approximately
HK$3,831,000 (2019: Nil).
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For the Year, the Group was engaged in three business segments,
(1) coal mining business; (2) renewable energy business; and (3)
information technology (“IT”) services business. Our main business is
coal mining and sales of coal in Xinjiang Uygur Autonomous Region
(“Xinjiang”) of the People’s Republic of China (the “PRC”). Xinjiang
is remote from major industrial cities in the PRC, and hence coal
produced in Xinjiang is mainly consumed locally due to the logistic
and the transportation costs. On 8 October 2018, we completed the
acquisition of NEFIN Leasing Technologies Limited and its wholly-
owned subsidiary, NEFIN Technologies (Malaysia) Sdn. Bhd. (“NEFIN
Technologies”) (together the “NEFIN Group”) which is principally
engaged in renewable energy solutions in Malaysia. We further
allocated resources into the solar energy projects during the Year
so as to enable higher efficiency together with the existing solar
assets. On 28 April 2019, we further completed the acquisition of
Harbour Group Holdings Limited (“Harbour Group Holdings”) and
its subsidiaries (collectively the “Harbour Group”) which is principally
engaged in the provision of information technology outsourcing,
consultancy and technical services mainly in Hong Kong with
expanding business in the United Kingdom (“UK”), Malaysia and
Singapore. Our Group will continue our focus on developing the
existing business. In the long run, we will aspire and strive to grow into
an enterprise with a diversified business.

Acquisition of the New Mining Right of the Enlarged
Kaiyuan Mine

As disclosed in the announcements of the Company dated 11
November 2011, 21 March 2012, 15 June 2012, 21 March 2014,
15 August 2017, 28 March 2018, 14 December 2018, 31 December
2018, 15 May 2019, 31 May 2019, 4 November 2019 and 15
November 2019, the Group was in negotiation with the Department
of Natural Resources of Xinjiang Uygur Autonomous Region* (¥7 584
BB AR B AREIREE) of the PRC (the “Xinjiang Natural Resources
Department”) regarding the Optimization and Upgrading Plan’ relating
to the Kaiyuan Open Pit Coal Mine (the “Kaiyuan Mine”) (i.e. the
operating coal mine of the Group in Xinjiang), in particular, to increase
the mining area of the Kaiyuan Mine and obtain the corresponding
new mining right.
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Acquisition of the New Mining Right of the Enlarged
Kaiyuan Mine (continued)

As announced by the Company on 6 December 2019 and 16 March
2020,

()  Mulei County Kai Yuan Coal Company Limited* (/K& &% 3lR
HEIRERETAR]) (“Kaiyuan Company”), an indirect wholly-
owned subsidiary of the Company, as the transferee and
Xinjiang Natural Resources Department as the transferor
entered into the transfer agreement (the “Transfer Agreement”)
dated 2 December 2019, pursuant to which Kaiyuan Company
acquired the new mining right (the “New Mining Right”) of
the Kaiyuan Mine with an enlarged mining area (including the
original mining area of approximately 1.1596 km?) of 4.1123
km? in Xinjiang (the “Enlarged Kaiyuan Mine”) for 30 years
from August 2019 to August 2049 from the Xinjiang Natural
Resources Department to conduct mining activities at the
Enlarged Kaiyuan Mine at a consideration of Renminbi (‘RMB”)
160,978,000 (the “Acquisition”);

(i) the estimated coal resources of the Enlarged Kaiyuan Mine are
41.6433 million tonnes for the mining life of 30 years under the
Transfer Agreement;

(i) the new mining permit (the “New Mining Permit”) in respect
of the New Mining Right with mining term of 1 year from 21
December 2018 to 21 December 2019 regarding the New
Mining Right was granted to Kaiyuan Company on 3 November
2018, which has been renewed for two years from 21
December 2019 to 21 December 2021;

(iv)  Kaiyuan Company has the right to apply for the renewal of New
Mining Permit for the remaining period of the New Mining Right
under the Transfer Agreement;

(v)  the consideration of RMB160,978,000 shall be settled in
cash and paid by Kaiyuan Company to the Xinjiang Natural
Resources Department in fifteen instalments: (a) the first
instalment in an amount of RMB32,200,000 was paid by
Kaiyuan Company; (b) the second to fourteenth instalments
in an amount of RMB9,200,000 each shall be paid before 20
November of every year from 2020 to 2032; and (c) the last
instalment in an amount of RMB9,178,000 shall be paid before
20 November 2033;
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Acquisition of the New Mining Right of the Enlarged

Kaiyuan Mine (continued)

(vi)  the Acquisition constituted a very substantial acquisition for the
Company under the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited (the “Listing Rules”)
and further information on the Acquisition will be disclosed in the
circular to be despatched by the Company; and

(vil as part of the Transfer Agreement, Kaiyuan Company
is required to pay a supplemental resources fee of
RMB76,502,500 (the “Resources Fee”) to the Xinjiang Natural
Resources Department for 19.8 million tonnes of coal of
Kaiyuan Mine, which represented the difference between the
accumulated output of 23.65 million tonnes of the Kaiyuan Mine
at the end of 2017 and the output of 3.8819 million tonnes
(Resources Fee of such output had been paid by Kaiyuan
Company to the Xinjiang Natural Resources Department).
Based on the advice given by the legal adviser of the Company
as to the laws of the PRC, other than the payment of the
Resources Fee, Kaiyuan Company will not be subject to any
fees relating to the original Kaiyuan Mine pursuant to the terms
of the Transfer Agreement.

Temporary Suspension of Enlarged Kaiyuan Mine

As disclosed in the announcements of the Company dated 20
December 2019 and 16 March 2020, the sales and operation of
the Enlarged Kaiyuan Mine has been temporarily suspended since
21 December 2019 (the “Temporary Suspension”) due to the expiry
of the New Mining Permit on 21 December 2019 and the delay in
renewal of the New Mining Permit.

The New Mining Permit was renewed in March 2020 but the
resumption application has not been approved by the Production
Safety Supervision and Administration Bureau* (% & 4 E 85 B & 12 f5)
of the Xinjiang Zhundong Economic and Technological Development
Zone* (B RABEFMIFER) as at the date of this annual
report due to the rectification in progress in fulflment of the safety
requirements.

In light of the above, the Company wishes to inform shareholders and
potential investors of the Company that the Temporary Suspension
would have a negative impact on the financial results of the Group for
the first half of the financial year 2020/2021.

The Company will closely monitor the progress of resumption
application. The Company will make further announcement(s) as and
when necessary.

# “Optimization and Upgrading Plan” was previously referred to as
“Management Restructuring Plan” in the announcement of the Company
dated 11 November 2011 and in the announcements, notices, circulars,
interim reports and annual reports of the Company thereafter.

Wy B A AR R SR AR R 2 FTER R A (&)

V) REBEBBMEXZIMBERARES L
MARR(T EMmRA L) - WEEEEK
ARRBZIEFEANMBEER MEH
WE SR 2 E —FERHER AR R A
K% BHARE « &

Vi) tERHZEWZE L —29  JRAFA
L SR B 2 19,800,000 M 4 #% ( B
SBREBR —_E—+F Rz EES
£28,650,000M E Z (1) £3,881,900M4
ZEMER) FEE RERES 1/
RTEREART6,502,5007T ([ EJR
B (GZEHEZERBEHRIEAR
MITEBEAEREXN) o RIEBEARAQF]
ERTBAENEZBRMGETZE
B BIAEREI - REHERR
ZAEFRER AR B AT HMEM RS
FRBEEWECER -

FEEEAIRETE
HMARBAYA—F-—NAF+-_A=1+H
RZZE-_TF=RA+NBZRAEMEE &
REFREA A ER S —NF+_A=+—
A2 BN SEM R Al EEH - A —
T-NFt+-AZt - HREEELEAINR
RigZHERZE(TER=R]) -

MRBEFAIEER_S_SFE=AESE -
BEHEANFHREY - ARLEEETEUSAZE
REZEER - FEEREERMARRNZ
EAEEERERAAMEEERSE

ENA PR - ARRIZMAMEARR AR
MEGEREE  TEHKUAKER_ZF_F
F/ B —FUBFE LY FHBESE
ELRETE -

AR EEREERFIER - ART

RNFBERSITTERS -

# [BCARARIZANAARRAR =T ——
Ft—A+—B2ZRAEURKRAEEZZRA
& BE BR - PHREFRTIELS [EEE
MHEtEl -



Acquisition of shares and subscription of new shares in
Harbour Group Holdings

References are made to announcements of the Company dated 11
March 2019 and 23 April 2019 and the circular of the Company dated
1 April 2019 in relation to the acquisition of shares and subscription of
new shares in Harbour Group Holdings.

On 11 March 2019, (i) Ample Talent Ventures Limited (“Ample Talent”),
an indirect wholly-owned subsidiary of the Company, entered into a
sale and purchase agreement (the “Sale and Purchase Agreement”)
with an independent third party (the “Vendor”), pursuant to which
the Vendor has conditionally agreed to sell, and Ample Talent has
conditionally agreed to purchase 80% shareholding interest in
Harbour Group Holdings at a consideration of HK$35,712,000 (the
“Harbour Group Acquisition”); and (i) Ample Talent and Harbour
Group Holdings entered into a subscription agreement, pursuant
to which Harbour Group Holdings has conditionally agreed to issue
and allot to Ample Talent, and Ample Talent conditionally agreed
to subscribe for 450 ordinary shares of Harbour Group Holdings,
representing approximately 4.5% of the total number of shares
of Harbour Group Holdings in issue as at the date of subscription
agreement at an aggregate subscription price (the “Subscription
Price”) of HK$2,008,800 (the “Subscription”). The Company indirectly
interests in 80.86% shares of Harbour Group Holdings in issue upon
completion of the Harbour Group Acquisition and Subscription on 23
April 2019.

The consideration for the Harbour Group Acquisition has been settled
in cash of HK$28,512,000 by Ample Talent to the Vendor and the
remaining amount of HK$7,200,000 by means of the issue of the
three promissory notes (“Promissory Note(s)”), each in the principal
amount of HK$2,400,000 by the Company to the Vendor. The
Subscription Price has been settled in cash.
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Acquisition of shares and subscription of new shares in
Harbour Group Holdings (continued)

Harbour Group consists of Harbour Group Holdings, Harbour Group
(Singapore) Pte. Ltd., Harbour Group Consulting (UK) Limited,
HGH Technology Sdn. Bhd., Mountain Managed Cloud Consulting
Limited and Vanguard Business Services Limited. Harbour Group is
principally engaged in the provision of IT outsourcing, consultancy
and technical services mainly in Hong Kong with expanding business
in the UK, Malaysia and Singapore. The Directors are of the view that
the Harbour Group Acquisition and the Subscription can broaden the
Group’s revenue base and benefit from the diversified return in future.
The Harbour Group Acquisition and the Subscription constituted
a business combination and had been accounted for using the
acquisition method under HKFRS 3 Business Combinations.

Pursuant to the Sale and Purchase Agreement, the Vendor agreed
to guarantee that the audited consolidated net profit generated from
operating activities of the Harbour Group in its ordinary and usual
course of business, prepared in accordance with HKFRSs (the “Net
Profit”), for the years ended or ending 31 December 2018 (“FY2018”),
31 December 2019 (“FY2019”) and 31 December 2020 (“FY2020”,
and each such 12-month period, a “PG 12-Month Period”) shall be
no less than HK$7,200,000 per annum (the “Guaranteed Profit”). In
the event that the Net Profit during the each PG 12-Month Period
is less than the Guaranteed Profit, the Vendor unconditionally and
irrevocably undertakes and guarantees, as a continuing obligation, to
pay the shortfall multiplied by the ratio of 1.13 to the Group by way of
cash and/or setting off the same amount from the amount owed by
the Company under the Promissory Note(s) issued to the Vendor.

The profit guarantee for FY2018 was met but the profit guarantee
for FY2019 was not fulfilled. As disclosed in the announcement
dated 7 April 2020, the shortfall for FY2019 profit guarantee equals
to HK$2,187,091 (rounded to the nearest dollar). Such amount has
been deducted from the Promissory Note in the principal amount of
HK$2,400,000 and the outstanding amount of HK$212,909 (i.e. after
deduction of the shortfall amount) of the Promissory Note has been
paid to the Vendor as at the date of this annual report.
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The Group has been actively proceeding with the Optimization and
Upgrading Plan since 2011 in relation to the New Mining Right of the
Enlarged Kaiyuan Mine. The acquisition of the New Mining Right of the
Enlarged Kaiyuan Mine in December 2019 has substantially enlarged
the Group’s coal resources and will allow the Group to increase the
annual production volume to a range of 0.9 million tonnes to 1.2
million tonnes, ten times or more of the existing production capacity
of Kaiyuan Mine. The Directors consider that the transaction is in line
with the Group’s strategy to expand the coal mining business of the
Group.

In the coming year, there will be (i) a reasonable expected amount
of expenditure in capital assets, in particular for the new plants and
machines for the environmental protection remedial works and (ii)
substantial expenditure for works required by the Production Safety
Supervision and Administration Bureau to improve safety standard
of our coal mine. Sources of funding are expected to come primarily
from the coal sales revenue and also external banking facilities of the
Group.

In addition to coal mining, the Group has been exploring new markets
and seeking to extend its business coverage on technological and
renewable energy sectors, in particular, the acquisition of Harbour
Group in 2019 and NEFIN Group in 2018. It is one of the objectives of
the Group to diversify its business portfolio into sectors offering higher
growth momentum.

Due to the recent social and political instability in Hong Kong and the
outbreak of Coronavirus Disease 2019 (“COVID-19”) worldwide, we
are facing the most difficult business environment, which negatively
impact the growth of our business. In particular IT services business in
Hong Kong is expected to be hit hard by the prolonged social unrest
and subsistance of the coronavirus disease in Hong Kong.

The Board will continue to keep track of the latest development of
the COVID-19 and will use its best endeavors to manage the Group’s
business portfolio with a view to improving the Group’s financial
performance and enhance shareholders’ value.
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| wish to thank my fellow directors, management and staff for their
unrelentless efforts for the business development of the Company.
On behalf of the Board, | express our sincere gratitude to our
shareholders, customers, suppliers, employees and business
partners for their continuing support of the Company.

By Order of the Board

Kwan Man Fai
Chairman

Hong Kong, 23 June 2020

* English translation for identification purpose only.
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Revenue

The Group recorded a revenue of approximately HK$127,989,000
for the Year (2019: approximately HK$75,625,000). It represents an
increase of approximately HK$52,364,000 or approximately 69.24%
as compared with the previous year.

Coal Mining Business

During the Year, the revenue of approximately HK$73,910,000 of the
coal mining business decreased by approximately HK$1,324,000 or
approximately 1.76% as compared to approximately HK$75,234,000
last year. The decrease in revenue of the coal mining business was
mainly due to the reason that the Group sold approximately 1,037,492
tonnes (2019: approximately 1,764,591 tonnes) of coal during the Year,
decreased by approximately 41.20% in volume compared to that in the
previous year.

Renewable Energy Business

During the Year, the renewable energy business recorded a turnover
of approximately HK$775,000 (2019: approximately HK$391,000).
The increase in revenue of the renewable energy business was mainly
due to the acquisition of such business segment in the previous
financial year which accounted for approximately half year time
coverage.

IT Services Business
During the Year, the IT services business contributed a revenue of
approximately HK$53,304,000 (2019: Nil).

Cost of services and goods sold

The cost of sales of the coal mining business for the Year
was approximately HK$31,765,000 (2019: approximately
HK$44,367,000). The cost mainly comprises direct labor cost, cost
for explosive works, depreciation, amortisation and cost of services
and materials, etc. The decrease in cost of sales was largely in
line with the decrease in sales volume of coal during the Year as
compared with the previous financial year.
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Cost of services and goods sold (continued)

During the Year, the cost of services of the renewable energy business
is approximately HK$306,000 (2019: approximately HK$175,000).

During the Year, the cost of services of the IT services business is
approximately HK$43,704,000 (2019: Nil).

Gross profit

The gross profit of the Group for the Year increased to approximately
HK$52,214,000 (2019: approximately HK$31,083,000). It represents
an increase of approximately HK$21,131,000 or approximately
67.98% and gross profit margin decreased by approximately
0.31% for the Year to approximately 40.80% as compared with
last financial year. Coal mining business contributed approximately
HK$42,145,000 (2019: approximately HK$30,867,000), IT services
business contributed approximately HK$9,600,000 (2019: Nil) and
renewable energy business contributed approximately HK$469,000
(2019: HK$216,000).

Other revenue

The Group’s other revenue for the Year was approximately
HK$5,833,000 (2019: approximately HK$10,438,000), representing a
decrease of approximately HK$4,605,000 or approximately 44.12%
as compared with last financial year. This was mainly due to decrease
in interest income on bank deposits by around HK$1,158,000
and decrease in net income from selling coal gangue (E4FA) by
approximately HK$3,668,000.

Administrative and operating expenses

The Group’s administrative and operating expenses for the
Year was approximately HK$49,411,000 (2019: approximately
HK$28,688,000), representing an increase of approximately
HK$20,723,000 or approximately 72.24% as compared with the
previous year. This was mainly due to additional salaries and bonus
of approximately HK$6,684,000 derived from the newly acquired IT
services business during the Year.
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Loss for the Year

Loss of the Group for the Year was approximately HK$24,604,000
(2019: profit of approximately HK$28,843,000), representing a
downturn of approximately HK$53,447,000 as compared with last
year. The downturn was mainly due to net effect of change in fair value
and gain arising from modification of convertible bond designated
as financial liabilities at FVPL approximately HK$71,443,000 (2019:
approximately HK$29,373,000); change in fair value of contingent
consideration receivables of approximately HK$3,009,000 (2019:
Nil); the decrease of exchange loss of approximately HK$4,672,000
(2019: approximately HK$6,175,000); the increase of gross profit
by approximately HK$21,131,000 as explained above; the increase
in the finance costs of approximately HK$5,988,000 (2019:
approximately HK$964,000); the increase of administrative and
other operating expenses by approximately HK$20,723,000 as
explained above; the concurrence of a supplemental resources fee
of approximately HK$85,688,000 in current year (2019: Nil) and the
impairment loss on goodwill of approximately HK$3,831,000 (2019:
Nil).

The Company completed the acquisition of 51% and 49% equity
interest in Star Fortune International Investment Company Limited,
which is the beneficial owner of the mining rights and the related fixed
assets of the Kaiyuan Mine (the “Coal Mining Assets”), on 3 July 2009
and 16 August 2010 respectively (details of which were respectively
set out in the circulars of the Company dated 12 June 2009 and 27
July 2010 and announcements of the Company dated 3 July 2009
and 17 August 2010) (the “Acquisitions”).

Impairment loss on intangible assets and property, plant and
equipment refers to the amount of impairment loss recognised in
respect of the Coal Mine Assets. No impairment loss on intangible
assets and property, plant and equipment incurred during the Year
(2019: Nil).
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Loss for the Year (continued)

The Company conducted valuation of the Coal Mining Assets every
financial year after the Acquisitions in compliance with the relevant
accounting policies. The Company has engaged ValQuest Advisory
Group Limited as its independent professional valuer for the purpose
of assessing the value of the Coal Mining Assets as at 31 March 2020.
The valuation was based on value-in-use basis, which is defined as
the present value of the future cash flow expected to be derived from
the Coal Mining Assets. When conducting the valuation, the valuer
has taken into account factors including but not limited to selling
prices and sales volume of coal, production cost and other expenses,
capital expenditure, production plan and discount rate, the current
conditions of the market and the Company and estimated trend in the
future, etc.

The table below sets out the sales volume, selling prices and gross
revenue of different types of coal of the Company for the Year as
compared with the year ended 31 March 2019:

1 April 2019 to 31 March 2020

1 Apri 2018 to 31 March 2019
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Loss for the Year (continued)

The market demand for coal had been persistently decreased
in recent years due to a decrease in large scale industrial and
infrastructure projects and promotion of the use of clean energy by
the PRC government, however due to the high demand of slack coal
and weathered coal, we focused on selling slack coal and weathered
coal during the Year and the gross sales revenue increased more than
double of previous year.

The production cost and other expenses of coal per ton remain
constant as applied by the valuer. The valuation methodology in
arriving at the discount rates as at 31 March 2020 and 2019 was
consistent. The post-tax discount rates adopted were 16.40% and
14.60% respectively as at 31 March 2020 and 2019 and the pre-
tax discount rates adopted were 21% and 22% respectively as at 31
March 2020 and 2019. The slight change in post-tax discount rates
was due to the change in market data and parameters adopted in the
calculation of discount rate as at 31 March 2020 and 2019 were as
follows:
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Loss for the Year (continued)

Major assumptions adopted by the valuer in the valuation of the Coal
Mining Assets include:

a. the resource estimates for Kaiyuan Mine sourced from a
technical report as at 27 June 2010 prepared by John T.
Boyd Company and certain engineering survey reports can
reasonably reflect the reserve status of Kaiyuan Mine;

b.  the coal prices for the projection period were estimated by the
Directors with reference to the historical stability of the coal
price;

C. economic conditions will not deviate significantly from the
projections regarding the production schedule, selling volume,
operating expenses and capital expenditure provided by the
Directors;

d.  the mining permit of Enlarged Kaiyuan Mine was renewed for
a period of 2 years from 21 December 2019 to 21 December
2021;

e.  the risk free rate adopted was the yield rate of the long term
China Government Bond as at 31 March 2020 as extracted
from Bloomberg.

The valuation report showed that the value-in-use of the Coal Mining
Assets as at 31 March 2020 approximates its carrying amount.

The valuation report and the value-in-use were assessed and
reviewed by the Directors.
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Loss for the Year (continued)

The zero coupon convertible bond (the “Convertible Bond”) of the
Company in the principal amount of HK$200,000,000 was issued on
14 March 2008 with a conversion price of HK$0.2 per share (subject
to adjustments) and maturity date of 17 March 2011 (details of which
were set out in the announcements of the Company dated 28 January
2008 and 14 March 2008).

The maturity date of the Convertible Bond was then extended to 13
March 2014, 13 March 2017, 13 March 2020, and further extended
to 13 March 2023 (details of which were respectively set out in the
circulars of the Company dated 21 February 2011, 13 February 2014,
16 February 2017 and 24 February 2020 and announcements of the
Company dated 11 March 2011, 10 March 2014, 7 March 2017 and
11 March 2020).

As at the date of this annual report, the outstanding principal amount
of the Convertible Bond is HK$200,000,000.
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Loss for the Year (continued)

The Company conducted valuation for the fair value of the Convertible
Bond every financial year after its issuance in compliance with the
relevant accounting policies. The Company has engaged ValQuest
Advisory Group Limited as its independent professional valuer for
the purpose of assessing the fair value of the Convertible Bond as at
31 March 2020. In assessing the fair value of the Convertible Bond,
the binomial option pricing model was adopted and factors including
stock price of the Company, specific terms and structure of the
Convertible Bond, trading conditions and liquidity of the Convertible
Bond, and ancillary effects associated with the exercise or conversion
and partial conversion of the Convertible Bond were taken into
account. The calculation for the discount rate of the Convertible Bond
is “discount rate = spot interest rate + other spread”, whereas it was
concluded that the credit rating of the Convertible Bond should be
“Below B” with the assumption that the other spread would not be
changed in a period of time, and the discount rate was 18.80% (2019:
9.40%).

The fair values of the Convertible Bond were approximately
HK$146,426,000 and approximately HK$217,869,000 as at 31
March 2020 and 2019, respectively. The amounts were assessed and
reviewed by the Directors and reviewed and audited by the auditor
of the Company. According to the relevant accounting policies, the
decrease in fair value of the Convertible Bond represents a decrease
in liabilities of the Company. The amount of the change in fair value of
the Convertible Bond of approximately HK$71,443,000 was derived
by taking the difference between the fair value of the Convertible Bond
as at 31 March 2020 and 2019. The significant change in fair value
of the Convertible Bond was mainly due to the significant change in
the stock price of the Company during the Year and the expected
volatility of the stock price of the Company. The closing stock prices
of the Company were HK$0.12 and HK$0.24 as at 31 March 2020
and 2019, respectively and the expected volatility of the stock price of
the Company was 70.97% and 64.00% based on the historical price
volatility of the Company for the financial years ended 31 March 2020
and 2019, respectively.
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Business segment

Information reported to the executive Directors, being identified as the
chief operating decision makers (the “CODM”), for the purposes of
resource allocation and assessment of segment performance focuses
on types of goods delivered or services rendered. No operating
segments identified by the CODM have been aggregated in arriving at
the reportable segments of the Group.

Specifically, the Group’s reportable and operating segments are as
follows:

(1)  Coal mining business segment: mining and sales of coal mine in
the Xinjiang of the PRC;

(2) Renewable energy business segment: service income from
renewable energy services in Malaysia; and

(8) IT services business segment: provision of information
technology outsourcing, consultancy and technical services in
Hong Kong, Singapore, Malaysia and the UK.

Segment revenue and results
Segment revenue represents revenue derived from (i) coal mining
business, (i) renewable energy business and (i) IT services business.

Coal mining is the major business of the Group at present. It
contributed a revenue of approximately HK$73,910,000 for the
Year (2019: approximately HK$75,234,000), representing an
approximately 1.76% decrease as compared with last year.
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Segment revenue and results (continued)

Sale and Production of Coals

During the Year, the Group sold approximately 1,037,492
tonnes of coals (2019: approximately 1,764,591 tonnes) with
total sales income of approximately HK$73,910,000 (2019:
approximately HK$75,234,000). Details of sales of coals in
tonnes are listed in the below table:
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Service income from renewable energy business contributed
a revenue of approximately HK$775,000 for the Year (2019:
approximately HK$391,000).

Service income from IT services business contributed a revenue
of approximately HK$53,304,000 for the Year (2019: Nil).

Coal Sales Coal Sales
(tonnes) in %
RIS HxiHE
(18§ ) Elzisd
754,201 72.69
283,291 27.31
1,037,492 100.00
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Reserves and Resources

The Group owns a mining right, which is located in Xinjiang. The
mining right of the original Kaiyuan Mine was expired on 3 November
2019. Pursuant to the terms of the Transfer Agreement on 2
December 2019 entered into between the Department of Natural
Resources of Xinjiang Uygur Autonomous Region of the PRC (the
“Transferor”) and Kaiyuan Company in respect of the new mining
right with an enlarged mining area including the original mining area
of Kaiyuan Mine of approximately 1.1596 km? for a term of 30 years
from August 2019 to August 2049 (the “Enlarged Kaiyuan Mine”), the
Transferor agreed to sell and Kaiyuan Company agreed to purchase,
the mining permit in respect of the Enlarged Kaiyuan Mine, at an
aggregate consideration of RMB160,978,000, which shall be settled
in cash and paid by Kaiyuan Company to the Transferor in fifteen
instalments. The estimated coal resources of the Enlarged Kaiyuan
Mine are 41.6433 million tonnes for the mining life of 30 years under
the Transfer Agreement. It should be noted that the estimated coal
resources are subject to the independent review and report on the
coal resources estimation in compliance with the Australasian Code
for Reporting of Exploration Results, Mineral Resources and Ore
Reserves (2012 Edition) produced by the Australasian Joint Ore
Reserves Committee (the “JORC Code”) by the Competent Person
(as defined in the Listing Rules) to be included in the Competent
Person’s Report (as defined in the Listing Rules) as required under
Chapter 18 of the Listing Rules. As at the date of this annual report,
the Group has engaged a Competent Person (as defined in the Listing
Rules) and in the progress to prepare the Competent Person’s Report
(as defined in the Listing Rules) in accordance with the requirements
under Chapter 18 of the Listing Rules. Details of independent coal
resources estimation of the Enlarged Kaiyuan Mine in compliance with
the JORC Code will be disclosed in the Circular to be despatched by
the Company in relation to the Acquisition.

On 6 December 2019, the Transfer Agreement was duly executed by
the Transferor and Kaiyuan Company.

As disclosed in the announcement dated 16 March 2020, Kaiyuan
Company successfully renewed and received the renewed mining
permit (the “Renewed Mining Permit”) issued by the Xinjiang Natural
Resources Department. According to the Renewed Mining Permit, the
mining permit of the Enlarged Kaiyuan Mine is renewed for a period of
2 years from 21 December 2019 to 21 December 2021.
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Reserves and Resources (continued) HERER(E)

Estimated coal reserves for the original Kaiyuan Mine: RSURENE 2 bt RES
Average Mineable Marketable Reserves (million tonnes)
Seam Thickness (m) As of 31 March 2010
AR BRI fE AERE(EEM)
FHEE(CK) BE-Z-ZF=H=+—H
% of
Seam Total (Coal/Parting) Proved Probable Total Total
G #E
g st (B ®E) HE FE AR et ADL
North of Current Pit
(Potentially Oxidized)
RAE®R UL (Baseat)
B2 13.1 - 4.58 4.58 100.00
Mine Plan Area
ELREEE
Bs 10.8 3.57 - 3.57 25.00
B2 19.6 10.86 - 10.86 75.00
14.43 - 14.43 100.00
Total
#et
Bs 10.8 857 - 3.57 19.00
B 17.7 10.86 4.58 15.44 81.00
14.43 4.58 19.01 100.00
Approximately 75% of the total reserves are classified as “Proved”. RIEENT5% DR [FEIER -

The estimated remaining coal reserve in the original Kaiyuan Mine R-ZZ_ZE=A=+—H ' RIURER
was approximately 5.11 million tonnes as at 31 March 2020 (2019: {HEt FIBREEHEELNS MEEE (2N
approximately 6.20 million tonnes). During the Year, there were  F : £96.20 85 &M8) - AFEHEL1.095
approximately 1.09 million tonnes of coal being extracted (2019: ENI(—ZT—NF : £1.708 808 Hix -
approximately 1.70 million tonnes).

Coal Reserve as at 31 March 2020 = Coal Reserve as at 31 March WR_ZE_TE=A=+—HZEBHE=

2019 — Amount of coal extracted by the Group during the period from —ZE—hE=A=+—HAZHEHE — &%

1 April 2019 to 31 March 2020. ER—_ZE—NFNA—BE-_ZT-_ZTF=A
=+ —AHRRBEZEKE



Geographical segment

The geographical location of customers is determined based on the
location where the goods are delivered or services are rendered. The
Group’s revenue and results from operations are mainly derived from
activities in the PRC, Hong Kong, Singapore, the UK and Malaysia.
Activities outside these five locations are insignificant. The principal
assets of the Group are located in the PRC, Hong Kong and Malaysia.

Save as otherwise disclosed, there were neither significant
investments held as at 31 March 2020 nor material acquisitions and
disposals of subsidiaries during the Year.

Save as otherwise disclosed, the Group does not have any future
plans for material investments. There will, however, be a reasonable
expected amount of expenditure in capital assets, in particular for the
new plants and machines for the environmental protection remedial
works. Sources of funding are expected to come primarily from the
coal sales revenue and also external banking facilities of the Group.

As at 31 March 2020, the Group had:

° net current assets of approximately HK$127,070,000 (2019:
approximately HK$84,255,000).

° cash and cash equivalents of approximately HK$235,126,000
(2019: approximately HK$416,662,000) which comprised
restricted bank balances of approximately HK$73,760,000
(2019: approximately HK$77,612,000) and the bank balances
were the major components of the Group’s current assets
of approximately HK$259,694,000 (2019: approximately
HK$432,459,000).

° current liabilities of approximately HK$132,624,000 (2019:
approximately HK$348,204,000) which comprised mainly
trade and other payables of approximately HK$54,929,000
(2019: approximately HK$58,794,000) and interest-bearing
borrowings of approximately HK$65,345,000 (2019:
approximately HK$68,345,000).
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° non-current liabilities of approximately HK$233,637,000 (2019:
approximately HK$3,257,000) which comprised convertible
bond designated as financial liabilities at fair value through profit
or loss of approximately HK$146,426,000 and non-current
portion payable of approximately HK$80,155,000 related to
mining right payables.

The Group’s gearing ratio was approximately 1.98 (2019:
approximately 1.55). The computation is based on total debt
(convertible bond designated as financial liabilities at fair value through
profit or loss, mining right payables, promissory notes, lease liabilities
and interest-bearing borrowings) divided by total equity.

The capital of the Group comprises only ordinary shares.

As at 31 March 2020, there were 765,373,584 ordinary shares of the
Company in issue.

Zero coupon convertible bond of the Company with an aggregate
principal amount of HK$200,000,000 were issued on 14 March 2008
the maturity date of which was approved to be further extended for 36
months to 13 March 2023 by the shareholders of the Company on 11
March 2020.

As at 31 March 2020, the Group had pledged restricted bank
balances with carrying amount of approximately HK$73,760,000
(2019: approximately HK$77,612,000) to the bank as a security for
interest-bearing borrowings.

The Group mainly earns revenue in RMB and Hong Kong dollars and
incurs costs in RMB and Hong Kong dollars. The Group is exposed
to foreign exchange risk based on fluctuations between Hong Kong
dollars and RMB arising from its core operation in the PRC. The
currency exchange risk for the Year is mainly derived from the net
exchange gain on convertible bond designated as financial liabilities
at fair value through profit or loss, which is a result from the sustained
depreciation of RMB against Hong Kong dollars. In order to minimise
the foreign currency risk exposure between these two currencies, the
Group maintained cash balances in both currencies that are sufficient
to meet three to four months’ operating cash flows requirements of
the Group.
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Apart from the issuance of convertible bond at their face value of
HK$200,000,000, the Group finances its operation mainly by internal
generated resources.

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

As at 31 March 2020, the Group had 126 employees (2019: 82)
spreading amongst Hong Kong, Malaysia, Singapore, the UK and the
PRC. Total staff costs (excluding directors’ emoluments) for the Year
amounted to approximately HK$50,609,000 (2019: approximately
HK$10,913,000). Employment relationship has been well maintained
by the Group with its employees. The Group has adopted an
extensive training policy for its employees. It has also sponsored
senior executives for higher education programmes.

* English translation for identification purpose only.
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Mr. Kwan Man Fai (“Mr. Kwan”), aged 51, is an executive Director
appointed on 25 March 2008. Mr. Kwan has been the chairman
and managing director of the Company since March 2017 and is
a member of the remuneration committee and the chairman of the
nomination committee of the Company. He is also a director of certain
subsidiaries of the Company. Mr. Kwan graduated from the University
of Hong Kong with a bachelor degree in laws and a postgraduate
certificate in laws. Mr. Kwan also holds a master degree in laws from
The London School of Economics and Social Sciences, the University
of London and a master degree in the PRC law from the City
University of Hong Kong. Mr. Kwan is now a consultant of Messrs.
Anthony Siu & Co., a law firm in Hong Kong. Mr. Kwan has over 10
years of experience in corporate finance and banking work, including
assisting various companies in their listing on the Main Board and
the GEM of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

Mr. Wang Xiangfei, aged 68, is an executive Director appointed
on 25 March 2008. Mr. Wang Xiangfei is also a director of certain
subsidiaries of the Company. Mr. Wang Xiangfei graduated from
Renmin University of China with a bachelor degree in economics
in 1982. Mr. Wang Xiangfei is now a senior accountant. Mr. Wang
Xiangfei serves as the financial advisor of CSIH Limited. Mr. Wang
Xiangfei is also an independent non-executive director of China
Development Bank International Investment Limited (stock code:
1062), a company whose shares are listed on the Stock Exchange
and Tianjin Capital Environmental Protection Group Company
Limited, a company whose shares are listed on the Stock Exchange
(stock code: 1065) and the Shanghai Stock Exchange. Mr. Wang
Xiangfei is a director of Ascent Goal Investments Limited, the
controlling shareholder of the Company. Mr. Wang Xiangfei is the
father of Mr. Wong Sze Wai, an executive Director, and the brother
of Mr. Wang Xiaoyao, the alternate Director to Mr. Wang Xiangfei.
In addition, Mr. Wang Xiangfei and Mr. Wong Sze Wai have cross-
directorships in Ascent Goal Investments Limited, Alpha Apex Global
Limited, Brilliant Kirin Limited, Starry Bridge Limited, Outstanding Pro
Investments Limited, True Spirit Holdings Limited, Pallotta Limited,
CIF Petrochemical Co., Limited, CIF Airport Company Limited and
Golden Access International Limited.
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In addition, Mr. Wang Xiangfei was the independent non-executive
director of Chongqging Iron & Steel Company Limited, a company
whose shares are listed on the Stock Exchange (stock code: 1053)
and the Shanghai Stock Exchange, from July 2002 to June 2009
and China CITIC Bank Corporation Limited, a company whose
shares are listed on the Stock Exchange (stock code: 998) and the
Shanghai Stock Exchange, from December 2006 to November 2012.
Mr. Wang Xiangfei was an independent non-executive director of
Shandong Chenming Paper Holdings Limited from April 2010 to May
2013, a company whose shares are listed on the Stock Exchange
(stock code: 1812), the Shanghai Stock Exchange and the Shenzhen
Stock Exchange. Mr. Wang Xiangfei was an independent non-
executive director of SEEC Media Group Limited (stock code: 205)
from June 2003 to May 2015, a company whose shares are listed
on the Stock Exchange. Mr. Wang Xiangfei was also an external
supervisor of Shenzhen Rural Commercial Bank from April 2009
to May 2015. Previously, Mr. Wang Xiangfei had also served as an
executive director and CEO of China Everbright International Limited,
an executive director of China Everbright Limited and China Everbright
Technology Limited (now known as China Haidian Holdings Limited),
a director & assistant general manager of China Everbright Holdings
Company Limited.

Mr. Wong Sze Wai, aged 37, is an executive Director appointed
on 20 November 2018 and was an alternate director to Mr. Wang
Xiangfei, the executive Director, from 18 July 2017 to 16 March 2020.
Mr. Wong Sze Wai is the member of remuneration committee of the
Company. Mr. Wong Sze Wai is also a director of certain subsidiaries
of the Company. He was the personal assistant to Mr. Wang Xiangfei
during the period from 1 August 2018 to 19 November 2018. Mr.
Wong Sze Wai is also the alternate director to Mr. Wang Xiangfei in
several subsidiaries of the Company. Mr. Wong Sze Wai obtained a
master degree in Social Science from the University of Hong Kong
in 2010 and a bachelor degree in Science from McMaster University
of Canada in 2007. Mr. Wong Sze Wai is currently a director of
several private companies in Hong Kong, focusing on business
development and legal aspects. His industrial experience includes
research and development, business development, and legal and
compliance, etc. Mr. Wong Sze Wai is a director and an alternate
director to Mr. Wang Xiangfei of Ascent Goal Investments Limited,
the controlling shareholder of the Company. Mr. Wong Sze Wai is
the son of Mr. Wang Xiangfei, an executive Director, and the nephew
of Mr. Wang Xiaoyao, the alternate Director to Mr. Wang Xiangfei.
In addition, Mr. Wong Sze Wai and Mr. Wang Xiangfei have cross-
directorships in Ascent Goal Investments Limited, Alpha Apex Global
Limited, Brilliant Kirin Limited, Starry Bridge Limited, Outstanding Pro
Investments Limited, True Spirit Holdings Limited, Pallotta Limited,
CIF Petrochemical Co., Limited, CIF Airport Company Limited and
Golden Access International Limited.
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Dr. Wong Man Hin Raymond, aged 54, is an independent non-
executive Director appointed on 25 March 2008. Dr. Wong Man
Hin Raymond is the chairman of the remuneration committee of
the Company and a member of both the audit committee and
the nomination committee of the Company. Dr. Wong Man Hin
Raymond is a member of American Institute of Certified Public
Accountants (CPA), a Certified Management Accountant (CMA) and
holds a certificate in financial management (CFM). Dr. Wong Man
Hin Raymond holds a bachelor degree in chemical engineering, a
master degree in economics and a doctorate degree in business
administration. Dr. Wong Man Hin Raymond is an executive director
and deputy chairman of Raymond Industrial Limited (stock code:
229), a company whose shares are listed on the Main Board of the
Stock Exchange. Dr. Wong Man Hin Raymond is also an independent
non-executive director of Modern Healthcare Technology Holdings
Limited (formerly Modern Beauty Salon Holdings Limited) (stock code:
919), a company whose shares are listed on the Main Board of the
Stock Exchange, and Tak Lee Machinery Holdings Limited (stock
code: 8142) and Zhejiang United Investment Holdings Group Limited
(stock code: 8366), companies whose shares are listed on GEM of the
Stock Exchange. Dr. Wong Man Hin Raymond is the vice president
and council member of the Hong Kong Independent Non-Executive
Director Association and an independent manager of TWGHs Wong
Fut Nam College.

Mr. Chan Yiu Fai Youdey (‘Mr. Chan”), aged 50, is an independent
non-executive Director appointed on 25 March 2008. Mr. Chan is a
member of each of the audit committee, remuneration committee and
nomination committee of the Company. Mr. Chan graduated from
the University of Hong Kong with a bachelor degree in laws and a
postgraduate certificate in laws. Mr. Chan also holds master degrees
in laws from the City University of Hong Kong and from the People’s
University of China. Mr. Chan is currently a partner of Messrs. David
Y.Y. Fung & Co., a law firm in Hong Kong. Mr. Chan has extensive
experience in civil and commercial crime litigation and also handles
various transactions for corporate clients and banks in Hong Kong.
Mr. Chan is also an independent non-executive director of Qingin
Foodstuffs Group (Cayman) Company Limited (stock code: 1583),
a company whose shares are listed on the Main Board of the Stock
Exchange.

BEXREEBL sdm RZZEENF=H
“+HHEZEABYIENTES - BN
BLARRREFMEESERF  TALAH
BEREEENRERLEEKE - ENEEL
AEERESFMASCPAZE - &
EEEAN(CMA) + I 1578 B 7% & 32 A (CFM)

ROBRR T 2 B E IR T2 - JXAR
BERNREXZARAA (RO : 229)
ZHITEERETE - ZRRBRMO BT
TR EM - EXBRELREERKZER
ERARAB (AIERAETERERAF)
(BRI - 919) 2 BIIEAITESE » Z A
AIRMMNEE R AT EIR BT - A RIERIE T
RBBR AR (BRDR - 8142) RN TE &R
BEBREEAR AR (BMHHANR - 8366) <
BIEAITES - MEIR B ZRDRBEA PR
GEM LT - EXBREL REBBIUIFNITE
EHmeReRREFENENRE=REY
M ERE -

BB EE(TERELD @ 505% * R=TTN
FoA-+RABRERERBUIFNTES -
RELERARRZEZZES  FWEES
RRRBEZEGRBEZKE - RELEXENE
BARE  BREBLBUNEBEXEE -
REENBEEBRTAZRTEARAES
ZERBRLT R - RELBRRBEBRIMER
PO TTRMITZERA - REERRER
BRILFRATERELR  TRARAER
MRTTEBBRIERBR S - RELTAH
BREEE(FAS)BRHARAE(ERNHR
B FTEIR BT - BRS¢ 15683) 2 B3
FHTES -



Mr. Pak Wai Keung Martin (“Mr. Pak”), aged 56, is an independent
non-executive Director appointed on 19 September 2017. He is the
chairman of audit committee, a member of each of remuneration
committee and nomination committee of the Company. He is a
fellow of the Hong Kong Institute of Certified Public Accountants,
an associate of The Chartered Governance Institute (formerly The
Institute of Chartered Secretaries and Administrators) and The Hong
Kong Institute of Chartered Secretaries. He has over 25 years of
experience in finance, accounting and corporate governance affairs.
Mr. Pak had held positions as the chief financial officer and the
company secretary at various listed companies in Hong Kong. Mr.
Pak is currently (i) an independent non-executive director of Dragon
Mining Limited (Stock Code: 1712); (i) an independent non-executive
director of Convoy Global Holdings Limited (Stock Code: 1019); and
(i) an independent non-executive director of China Huiyuan Juice
Group Limited (Stock Code: 1886), the shares of all of which are
listed on the Main Board of the Stock Exchange. Mr. Pak is also an
independent non-executive director of Viva China Holdings Limited
(Stock Code: 8032), the shares of which are listed on GEM of the
Stock Exchange. He had been an independent non-executive director
of Trony Solar Holdings Company Limited (Stock Code: 2468) from
January 2017 to August 2018, the shares of which were listed and
were delisted on 23 August 2018 on the Main Board of the Stock
Exchange. He was an independent non-executive director of Ta
Yang Group Holdings Limited (Stock Code: 1991) from April 2016 to
October 2018, the shares of which are listed on the Main Board of the
Stock Exchange.
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Mr. Wang Xiaoyao, aged 67, is an alternate Director to Mr. Wang
Xiangfei with effect from 17 March 2020. Mr. Wang Xiaoyao has
been appointed as the personal assistant to Mr. Wang Xiangfei on
1 April 2020. Mr. Wang Xiaoyao graduated from the University of
International Business and Economics with a major in international
trade in 1990. Mr. Wang Xiaoyao has worked in the shipping
transportation department of COSCO Group for nearly 30 years.
He has long been holding various positions in the field of ocean
shipping, and has been engaged in shipping business, focusing
on cargo negotiation, vessel scheduling and management, ocean
freight transportation, formulation and development of transportation
plans, and leading the business of the Hong Kong shipping branch
of the ocean shipping company. Besides, he has long been making
substantial efforts in serving transportation organizations involved
in large-scale national ocean transportation projects and overseas
transportation for national projects. By successfully completing the
tasks, he has received various recognitions from the company and the
relevant national units.

Following his retirement in 2013, Mr. Wang Xiaoyao has worked for
a private shipping logistics company, where he has been responsible
for shipping logistics business. He has organized and participated in
large-scale engineering projects in overseas regions such as West
Africa, East Africa, West Asia and the Far East with respect to logistics
transportation, and has been responsible for overseas engineering
projects covering business negotiation, road surveying and cross-
border transportation. Currently, he is still working for the company.

Mr. Wang Xiaoyao is the brother and the uncle of Mr. Wang Xiangfei
and Mr. Wong Sze Wai, the executive Directors, respectively.

Mr. Li Chun Fung (“Mr. Li"), aged 38, is the company secretary of
the Company appointed on 21 April 2015. Mr. Li graduated from the
Imperial College, University of London with master degree in chemical
engineering. Mr. Li is a member of Hong Kong Institute of Certified
Public Accountants and has extensive experience in corporate
governance and compliance matters.
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The Company is committed to maintaining statutory and regulatory
standards and adherence to the principles of corporate governance
emphasizing on transparency, independence, accountability,
responsibility and fairness.

The Directors had reviewed the Company’s performance of its
corporate governance practices that the Company has complied with
the code provisions as set out in the Corporate Governance Code (the
“Code”) contained in Appendix 14 to the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”) throughout
the Year, save for the deviation from code provision A.2.1 of the Code
as set out in the section headed “Chairman and Chief Executive” of
this annual report.

Roles and responsibilities

The Board assumes responsibility for leadership and control of the
Company and is collectively responsible for promoting the success of
the Company by directing and supervising the Company’s affairs. It
should act in the best interest of the Company and its shareholders at
all times. The Board sets strategies for the Company and monitors the
performance and activities of the senior management.

The executive Directors and the senior management of the Company
are responsible for the day to day operations of the Company
whereas the independent non-executive Directors are responsible
for ensuring a high standard of financial and management reporting
to the Board and shareholders of the Company as well as to provide
a balanced composition in the Board so that there is a strong
independent element on the Board.
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Board composition
The members of the Board during the Year and up to the date of this
annual report are as follows:

Kwan Man Fai (Chairman & Managing Director)
Wang Xiangfei
Wong Sze Wai (alternate to Wang Xiangfei until 16 March 2020)

Wong Man Hin Raymond
Chan Yiu Fai Youdey
Pak Wai Keung Martin

Wang Xiaoyao (alternate to Wang Xiangfei)
(appointed on 17 March 2020)

After annual assessment by the nomination committee of the
Company at a meeting on 23 June 2020, the Board considers
that all the Directors have distinguished themselves in their field of
expertise so as to give a balance of skills, knowledge and experience,
and diversity of perspectives required for the running of an effective
Board. The Board currently comprises three executive Directors, three
independent non-executive Directors and one alternate Director. The
brief biographical details of the Directors and the senior management
and relationship among them are set out in the section headed
“Biography of Directors and Senior Management” of this annual
report.

Board diversity

In June 2014, the Company adopted a policy on diversity of the Board
members, which has been revised in January 2019. The policy is
to review, assess and recommend any appointment, re-election or
any succession plan of any Directors to the Board from time to time
after considering a number of factors, including but not limited to
gender, age, cultural and educational background, race, professional
experience, skills, knowledge and tenure of appointment to allow for
the Company’s business model and specific needs.
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Board meetings and general meetings

During the Year, the Board held four regular meetings and two
ad-hoc meetings, and the Company held two general meetings. The
attendance records of individual Directors at the Board meetings and
at the general meetings are set out below:

EEgERRRRAE

RAEERN  EF@ERTOREHEZNR
RS URARR BT RBR
RE - AR ESNEFETRALBRAG L
HERCERE T -

Number of Number of R/ HE/
Board meetings general meetings BER RER
attended/ attended/ HE i
eligible eligible 31 BRRAE
Name of Directors to attend to attend EEpH? 2 RE
Executive Directors: HITES:
Kwan Man Fai e
(Chairman & Managing Director) 5/6 212 (TEHRESLLRE) 5/6 2/2
Wang Xiangfei THAR
(with Wang Xiaoyao as alternate with (B=Z=%%=A
effect from 17 March 2020) T BRI/ NE
6/6 22 REEREER) 6/6 22
Wong Sze Wai 6/6 2/2 Ealk 6/6 2/2
Independent Non-executive Directors: BUFHITES:
Wong Man Hin Raymond 5/6 2/2 EXE 5/6 212
Chan Yiu Fai Youdey 5/6 2/2 [y 5/6 2/2
Pak Wai Keung Martin 4/6 2/2 HE® 4/6 2/2

# Independent non-executive Directors had attended meeting(s) independently held
with the chairman of the Board without the executive Directors present on the
direction of the Group’s strategy and policies during the Year.

All Directors have access to the company secretary of the Company
who is responsible for ensuring that Board procedures are followed
and all applicable rules and regulations are complied with.

The Board ensures that its members are supplied, in a timely manner,
with all necessary information in a form and of a quality appropriate to
enable the Board to discharge its duties.
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Board meetings and general meetings (continued)

The minutes of Board meetings recorded all the details of the matters
considered by the Board and the decisions reached, including
any concerns raised by Directors or dissenting views expressed.
Minutes of Board meetings are kept by the company secretary of the
Company and are available for inspection by any Director.

Appointment and re-election of Directors

The appointment of new Directors is a matter for consideration by
the nomination committee of the Company. In accordance with the
Company’s Bye-laws, at each annual general meeting, one-third of
the Directors for the time being, shall retire from office by rotation
provided that every Director shall be subject to retirement at an annual
general meeting at least once every three years.

Independent Non-executive Directors

Pursuant to Rules 3.10(1), 3.10(2) and 3.10A of the Listing Rules,
the Company has appointed three independent non-executive
Directors who represent half of the Board and with two of whom
hold appropriate professional qualifications or accounting or related
financial management expertise.

Code provision A.4.1 of the Code specifies that non-executive
directors should be appointed for a specific term, subject to
re-election. Two independent non-executive Directors, namely
Dr. Wong Man Hin Raymond and Mr. Chan Yiu Fai Youdey, were
appointed on 25 March 2008. Their service agreements have been
extended for one year commencing on 25 March 2020. Mr. Pak
Wai Keung Martin, the independent non-executive Director, was
appointed on 19 September 2017 and the service agreement has
been extended for one year commencing from 19 September 2019.
However, they are still subject to retirement by rotation and re-election
at the annual general meeting of the Company in accordance with the
provisions of the Company’s Bye-laws.

The Company has received from each of its independent non-
executive Directors an annual confirmation of independence pursuant
to Rule 3.13 of the Listing Rules and after annual assessment by
the nomination committee of the Company at a meeting on 23 June
2020, the Company considers that all of the independent non-
executive Directors are independent.
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Directors’ and Officers’ liability

Appropriate insurance cover on Directors and officers’ liabilities has
been provided to cover potential legal actions against Directors and
officers.

Training and support for Directors

All Directors must keep abreast of their collective responsibilities. The
Group provides briefings and other training to develop and refresh the
Directors’ knowledge and skills. Details of the continuous professional
development participated by the Directors for the Year, that the
Company received, are set out below:
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Attended seminars or SHERHER
Name of Directors briefing/read materials BEENE mhe HMEER
Executive Directors: BITES:
Kwan Man Fai HE
(Chairman & Managing Director) v (XRREFHLE) 4
Wang Xiangfei v FAIR v
Wong Sze Wai (alternate to TmgE(R=E=TF=A
Wang Xiangfei until 16 March 2020) v TRBAEREAR) v
Independent Non-executive Directors: BIFHTES
Wong Man Hin Raymond v B 4
Chan Yiu Fai Youdey v PR 2 pE 4
Pak Wai Keung Martin v HE 4
Alternate Director: BEREE:
Wang Xiaoyao FIRBREAR)
(alternate to Wang Xiangfei) (RZZE=ZF
(appointed on 17 March 2020) v =R+t HREEE) v

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules as its code of conduct
regarding securities transactions by the Directors. All Directors have
confirmed, following specific enquiry by the Company, that they have
complied with the required standard as set out in the Model Code
throughout the Year.
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Code provision A.2.1 of the Code stipulates that the roles of chairman
and chief executive (the “CE”) should be separate and should not be
performed by the same individual.

During the Year, the Company did not have any officer with CE
title. Mr. Kwan Man Fai, the chairman and managing director of the
Company, also carried out the responsibility of CE during the Year. In
view of the size of operation of the Group, the Board considered that
this structure is more suitable for the Company as it can promote the
efficient formulation and implementation of the Company’s strategies.

The Board has established three committees to oversee particular
aspects of the Group’s affairs and to assist in the execution
of the Board’s responsibilities. All committees have their own
terms of reference. The views of different committees and their
recommendation not only ensure proper control of the Group but
also the continual achievement of the high corporate governance
standards expected of a listed company. The Board conducts
regular review of the structure and composition of the committees
with particular attention to the skills, knowledge and experience of
individual members.

Audit Committee

The audit committee of the Company (the “Audit Committee”) was
set up in March 1999 with specific terms of reference. The terms
of reference of the Audit Committee which are available on the
websites of the Stock Exchange and the Company have included the
duties which are set out in code provision C.3.3 of the Code, with
appropriate modifications when necessary. The terms of reference of
the Audit Committee were amended on 15 March 2016 in order to
comply with the amendments to the Listing Rules.

The Audit Committee currently consists of three independent
non-executive Directors namely, Mr. Pak Wai Keung Martin, the
chairman of the Audit Committee, Dr. Wong Man Hin Raymond and
Mr. Chan Yiu Fai Youdey.
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Audit Committee (continued)

A total of two meetings were held during the Year and the RAFER - H£8BI7kex 0 EARKEZ
attendances of individual members are as follows: HEERT
Number of S
meetings attended/ EEREE
Name of members eligible to attend REHE g3
Pak Wai Keung Martin (Chairman) 2/2 BE®R(ER) 2/2
Wong Man Hin Raymond 2/2 =N E 2/2
Chan Yiu Fai Youdey 2/2 R 2R 2/2

The Audit Committee together with the management of the Company
have reviewed the accounting principles and practices adopted by the
Group and discussed risk management, internal controls and financial
reporting matters including the review of the consolidated financial
statements of the Group for the Year.

The Audit Committee reviewed the interim and annual results, risk
management and internal control systems, and financial reporting
matters in conjunction with the external auditors during the Year.
The Audit Committee endorsed the accounting treatment adopted
by the Company and had the best of its ability assured itself that the
disclosure of the financial information in this annual report complies
with the applicable accounting standards and Disclosure of Financial
Information set out in Appendix 16 to the Listing Rules.

Remuneration Committee

The remuneration committee of the Company (the “Remuneration
Committee”) was set up in July 2005 with specific terms of reference.
The terms of reference of the Remuneration Committee which are
available on the websites of the Stock Exchange and the Company
have included the duties which are set out in code provision B.1.2 of
the Code, with appropriate modifications when necessary. The terms
of reference of the Remuneration Committee were amended on 27
March 2012 in order to comply with the amendments to the Listing
Rules.

BEZZEeERANREEEEENASE
Rz gt RAIRER - LalmRARERE -
AHEEMMBERESEE - BEREHAEH
RAFE SR EMBHRE -

RAEE  EEREZEEC BINEZHBENER
FHRKREES - EREEMAEERR
UNABEHBEER - EREZEE@RFAARH
PRk @stiRIEN A WEBNRAF
WBRERA SRR K LR RIS+ 7NPr
HUBERNRE - BEZFVHEEF -

FMEES
ARRFMEZEE((HFHERE DR _FF
AFEAKRY - BRI AR ERERE - Z M
ZEg zBESE (R R R AR FA
U R BT RIZ ST RANE X EB. 216 #
ZBE  IRNFERFLEEER - STA
EWRAZER - FHERE S BERED
R-FB——F=A-+tBEHER -



Remuneration Committee (continued)

The Remuneration Committee currently comprises five members,
including the chairman and managing director of the Company, Mr.
Kwan Man Fai, the executive Director, Mr. Wong Sze Wai and three
independent non-executive Directors, Dr. Wong Man Hin Raymond
as the chairman of the Remuneration Committee, Mr. Chan Yiu Fai
Youdey and Mr. Pak Wai Keung Martin.

The remuneration packages of Directors and senior management of
the Company are recommended by the Remuneration Committee to
the Board for determination, as authorised by the shareholders at the
annual general meeting, having regard to the operating results of the
Company, individual performance and prevailing market conditions.
The Board conducts regular review of the structure and composition
of the Remuneration Committee with particular attention to the skills,
knowledge and experience of individual members.

During the Year, three meetings were held and the Remuneration
Committee had reviewed the existing remuneration packages of the
Board and the senior management of the Company and to make
recommendation on the remuneration package of all Directors and
senior management. The attendances of individual members are as
follows:
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Number of HE

meetings attended/ SERLE

Name of members eligible to attend REHH SRRE
Wong Man Hin Raymond (Chairman) 3/3 EHEYHE(EE) 3/3
Kwan Man Fai 3/3 8 2 3/3
Wong Sze Wai 2/2 I PO 4 2/2
Chan Yiu Fai Youdey 3/3 Per 2 4 3/3
Pak Wai Keung Martin 3/3 ShEEE 3/3

Remuneration paid to senior management
Senior management’s remuneration payment of the Group for the
Year falls within the following band:
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Nomination Committee

The nomination committee of the Company (the “Nomination
Committee”) was set up in March 2012 with specific terms of
reference. The terms of reference of the Nomination Committee
which are available on the websites of the Stock Exchange and the
Company have included the duties which are set out in code provision
A.5.2 of the Code, with appropriate modifications when necessary.

The Nomination Committee will take into consideration a candidate’s
qualification, experience, expertise, knowledge and diversity of
perspectives, the requirements applicable to the Company and the
structure and composition of the Board. The Nomination Committee
identifies, reviews and nominates with diligence and care that
candidates suitably qualified as Board members before making
recommendation to the Board for their final appointment. Factors
such as gender, age, cultural and educational background, and
professional experience will also be taken into account to maintain a
balanced composition and diversity of the perspectives of the Board.

The Board had adopted a board diversity policy (the “Board Diversity
Policy”) setting out the approach to diversify members of the Board.
Selection of candidates will be based on a number of factors,
including but not limited to gender, age, culture and educational
background, race, professional experience, skills, knowledge and
tenure of appointment.

The Board is currently composed of diversified members of different
gender and age, with education in economic, legal, accounting and
chemical engineering respectively from leading universities in PRC
(including Hong Kong) and England. Business and professional
experiences of the Board are even diversified which include but
not limited to, multinational entrepreneurship, listed companies
directorship in Hong Kong, Shanghai and Shenzhen, legal practices in
Hong Kong, corporation finance and investment banking, accounting
and auditing, and financial management.
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Nomination Committee (continued)

As at the date of this annual report, the information (including sex,
age, educational background, business experience, professional
experience, term of appointment and designation) of the Board
Diversity Policy is as follows:

No. of Directors

EEAY
Age group: 311040 31E405% 1
Fesa R - 41 to 50 A E508% 1
5110 60 512 605% S
Over 60 FRiB605% 1
Gender: Male B 6
1Rl Female pegi 0
Educational background: ~ Hong Kong B 5
HEE= PRC == 3
Overseas pisEIN 4
Business experience: Multinational entrepreneurship FE T 3
EEH S Listed companies directorship in =5 LER 6
Hong Kong, Shanghai and U ETRARIES
Shenzhen
Professional experience: Legal practices in Hong Kong BB ZEERD 2
BFELR Corporation finance and DERER 1
investment banking WEIRTT
Accounting and auditing FETREZ 2
Financial management MEERE 3
Length of service (year): <1 HR—F 0
BRI R R (FRERT) - 1-5 15254 2
6-10 62104 0
Over 10 HBiBm10F 4
Designation: Executive Director HITES 3
B - Independent Non-executive Director — J& / FF#{TE= = 3



Nomination Committee (continued)

After annual assessment by the Nomination Committee at a meeting
on 23 June 2020, the Company considers that the Board has
achieved the following measurable objectives under the Board
Diversity Policy for the Year:

1. at least one third of the members of the Board shall be
independent non-executive Directors; and

2. at least one of the members of the Board shall have obtained
accounting or other professional qualifications.

The Nomination Committee currently comprises four members,
including the chairman and managing director of the Company, Mr.
Kwan Man Fai as the chairman of the Nomination Committee and
three independent non-executive Directors namely, Dr. Wong Man
Hin Raymond, Mr. Chan Yiu Fai Youdey and Mr. Pak Wai Keung
Martin.

During the Year, three meetings were held and the Nomination
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Number of HE

meetings attended/ SERLE
Name of members eligible to attend REHE =E
Kwan Man Fai (Chairman) 3/3 RSO (EFE) 3/3
Wong Man Hin Raymond 3/3 ERE 3/3
Chan Yiu Fai Youdey 3/3 Per 2 i 3/3
Pak Wai Keung Martin 3/3 ShEE 3/3



The Company is dedicated to maintaining a high standard of
corporate governance and the Board is responsible for performing
the corporate governance duties as stipulated in the Listing Rules.
During the Year, the Board committees had developed and reviewed
the Company’s policies and practices on corporate governance;
reviewed and monitored the training and continuous professional
development of Directors and senior management; reviewed and
monitored the Company’s policies and practices on compliance with
legal and regulatory requirements and reviewed the compliance with
the Code and disclosure in the Corporate Governance Report.

Nomination Policy
The nomination policy of the Company (the “Nomination Policy”) was
adopted by the Board and became effective on 9 January 2019.

° The Nomination Committee may, as it considers appropriate,
nominate a number of candidates more than the number of
directors to be appointed or re-appointed at a general meeting,
or the number of casual vacancies to be filled.

° The factors listed below could be used as reference by the
Nomination Committee in assessing the suitability of a proposed
candidate:

- Reputation for integrity

- Accomplishment and experience in the related industry

- Relevant skills and experience to contribute to the Board

- Commitment in respect of available time and relevant
interest

= Diversity in all its aspects, including but not limited to
gender, age (18 years or above), cultural and educational

background, ethnicity, professional experience, skills,
knowledge and length of service
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Nomination Policy (continued)

These factors are for reference only, and not meant to be
exhaustive and decisive. The Nomination Committee has the
discretion to nominate any person, as it considers appropriate.

Proposed candidates will be asked to submit the necessary
personal information in a prescribed form, together with their
written consent to be appointed as a Director and to the
public disclosure of their personal data on any documents or
the relevant websites for the purpose of or in relation to their
standing for election as Directors.

The Nomination Committee may request candidates to provide
additional information and documents, if considered necessary.

The company secretary of the Company shall call a meeting
of the Nomination Committee, and invite nominations of
candidates from Board members or senior management if
any, for consideration by the Nomination Committee prior to
its meeting. The Nomination Committee may also put forward
candidates who are not nominated by Board members.

For filling a casual vacancy, the Nomination Committee shall
make recommendations for the Board’s consideration and
approval.

A candidate is allowed to withdraw his candidature at any time
before the general meeting by serving a notice in writing to the
company secretary of the Company.

The Board shall have the final decision on all matters relating to
its recommendation of candidates to stand for election at any
general meeting.
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The Directors acknowledge their responsibility to present a balanced,
clear and understandable assessment relating to annual and interim
reports, inside information and price-sensitive announcements and
other financial disclosures under the Listing Rules, and reports to
regulators as well as to information required to be disclosed pursuant
to statutory requirements. As at 31 March 2020, the Directors are not
aware of any material uncertainties relating to events or conditions
which may cast significant doubt upon the ability of the Company to
continue as a going concern. The statement of the external auditor of
the Company about its reporting responsibilities on the consolidated
financial statements is set out in the Independent Auditor’s Report
from page 65 to page 76 of this annual report.

During the Year, the Group has complied with code provision C.2 of
the 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 business and operations. The system comprises
the following phases:

° Identification: Identify ownership of risks, business objectives
and risks that could affect the achievement of objectives.

° Evaluation: Analyze the likelihood and impact of risks and
evaluate the risk portfolio accordingly.

° Management: Consider the risk responses, ensure effective
communication to the Board and monitor the residual risks
persistently.

Based on the risk assessments conducted in 2019/20, no significant
risk was identified.
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Internal Control System

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

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

° 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.

° 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.

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

° Monitoring: Ongoing and separate evaluations to ascertain
whether each component of internal control is present and
functioning.
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Internal Control System (continued)

In order to enhance the Group’s system of handling inside
information, and to ensure the truthfulness, accuracy, completeness
and timeliness of its public disclosures, the Group also adopts and
implements an inside information policy and procedures. Certain
reasonable measures have been taken from time to time to ensure
that proper safeguards exist to prevent a breach of disclosure
requirements in relation to the Group, which include:

° 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;

° confidentiality agreements are in place when the Group enters
into significant negotiations; and

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

Based on the internal control reviews conducted in 2019/20, no
significant control deficiency was identified.

Internal Audit

The Group has an Internal Audit (“IA”) function, which is consisted
of professional staff with relevant expertise (such as Certified Public
Accountant). The IA function is independent of 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.

An |A plan has been approved by the Board. According to the
established plan, review of the risk management and internal control
systems is conducted semi-annually and the results are reported to
the Board via Audit Committee afterwards.
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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 semi-annually. Several areas
have been considered during the Board’s reviews, 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; and

(i) the scope and quality of management’s ongoing monitoring of
risks and of the internal control systems.

The Board, through its reviews and the reviews made by IA function
and Audit Committee, concluded that the risk management and
internal control systems were effective and adequate during the
Year. 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 programmes and budget provided were sufficient.
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Crowe Horwath (HK) CPA Limited has retired as the auditor of the
Company with effect from the conclusion of the annual general
meeting of the Company held on 7 September 2017 (the “2017
AGM”). Mazars CPA Limited has been appointed as the auditor of
the Company by the approval of shareholders of the Company at the
2017 AGM, with effect from 7 September 2017.

The audit works of the Group for the Year were performed by Mazars
CPA Limited.

For the Year, fees paid or payable to the auditor of the Company,
Mazars CPA Limited, and its affiliates by the Group are as follows:
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The company secretary of the Company is Mr. Li Chun Fung (“Mr. Li"),
who has day-to-day knowledge of the Company’s affairs. Mr. Li has
taken over 15 hours of relevant professional training in accordance
with Rule 3.29 of the Listing Rules during the Year.

A shareholders communication policy was adopted on 27 March
2012 to ensure that shareholders are provided with ready, equal and
timely access to balanced and understandable information about the
Company. The shareholders communication policy is available on the
Company’s website. The Company has established various channels
of communications with its shareholders such as publication of interim
and annual reports, press release and announcement of the latest
development of the Company in a timely manner. The annual general
meeting provides an opportunity for shareholders to exchange views
with the Board. External auditor is also available at the annual general
meeting to address shareholders’ queries. Moreover, resolutions are
proposed at annual general meeting on each substantially separate
issue, including the election of individual Directors.

The 2020 annual general meeting of the Company will be held on
26 August 2020. A notice of annual general meeting will be sent to the
shareholders of the Company at least 20 clear business days before
the meeting.

Dividend Policy
The dividend policy of the Company (the “Dividend Policy”) was
adopted by the Board and became effective on 9 January 2019.

In proposing any dividend payout, the Company could also take into
account, inter alia:

(@ the Group’s actual and expected financial performance;

(b)  retained earnings and distributable reserves of the Group and
each of the members of the Group;

(c) the level of the Group’s debts to equity ratio, return on equity
and the relevant financial covenants;
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Dividend Policy (continued)
(d) the Group’s capacity from current and future operation, future
commitments at the time of declaration of dividend;

(e) any restrictions on payment of dividends that may be imposed
by the Group’s lenders;

M any restrictions under the law in Bermuda and the Company’s
Bye-laws;

(@ the dividends received from the Group’s subsidiaries and
associates, which in turn will depend on the ability of those
subsidiaries and associates to pay a dividend;

(h)  the Group’s expected working capital requirements;

(i) general economic conditions, business cycle of the Group’s
motion control business and other internal or external
factors that may have an impact on the business or financial
performance and position of the Group; and

() any other factors that the Board deem appropriate.

The Dividend Policy and the declaration and/or payment of future
dividends under the Dividend Policy are subject to the Board’s
continuing determination that the Dividend Policy and the declaration
and/or payment of dividends would be in the best interests of the
Group and Shareholders, and are in compliance with all applicable
laws and regulations. The Board endeavours to maintain a balance
between meeting its shareholders’ expectations and prudent capital
management with a sustainable dividend policy.

The Board could continually review the Dividend Policy and reserves
the right in its sole and absolute discretion to update, amend, modify
and/or cancel the Dividend Policy at any time. The Dividend Policy
shall in no way constitute a legally binding commitment by the Group
in respect of its future dividend and/or in no way obligate the Group
to declare a dividend at any time or from time to time, there can be
no assurance that dividends will be paid in any particular amount for
any given period. Even if the Board decides to recommend and pay
dividends, the form, frequency and amount will depend upon the
abovementioned factors.
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Shareholders holding at the date of deposit of the requisition not
less than one-tenth of the paid up capital of the Company carrying
the right of voting at general meetings of the Company shall at all
times have the right, by written requisition sent to the Company’s
registered office and its principal office in Hong Kong for the attention
of the Board or the company secretary of the Company, to require
a special general meeting (the “SGM”) to be called by the Board for
the transaction of any business specified in such requisition; and
such meeting shall be held within two (2) months after the deposit
of such requisition. The written requisition must state the purposes
of the general meeting, signed by the shareholder(s) concerned and
may consist of several documents in like form, each signed by one or
more of those shareholders. If the requisition is in order, the company
secretary of the Company will ask the Board to convene a SGM by
serving sufficient notice in accordance with the statutory requirements
to all the registered shareholders. On the contrary, if the requisition is
invalid, the shareholders concerned will be advised of this outcome
and accordingly, a SGM will not be convened as requested.

Shareholder(s) of the Company holding (i) not less than one-twentieth
of the total voting rights of all shareholders having the right to vote
at the general meeting; or (ii) not less than 100 shareholders, can
submit a written request stating the resolution intended to be moved
at the annual general meeting (the “AGM”) or a statement of not
more than 1,000 words with respect to the matter referred to in any
proposed resolution or the business to be dealt with at a particular
general meeting. The written request/statements must be signed
by the shareholder(s) concerned and deposited at the Company’s
registered office and its principal office in Hong Kong for the attention
of the company secretary of the Company, not less than six weeks
before the AGM in the case of a requisition requiring notice of a
resolution and not less than one week before the general meeting
in the case of any other requisition. If the written request is in order,
the company secretary of the Company will ask the Board (i) to
include the resolution in the agenda for the AGM,; or (ii) to circulate the
statement for the general meeting, provided that the shareholder(s)
concerned have deposited a sum of money reasonably determined
by the Board sufficient to meet the Company’s expenses in serving
the notice of the resolution and/or circulating the statement submitted
by the shareholder(s) concerned in accordance with the statutory
requirements to all the registered shareholders. On the contrary, if
the requisition is invalid or the shareholder(s) concerned have failed
to deposit sufficient money to meet the Company’s expenses for
the said purposes, the shareholder(s) concerned will be advised of
this outcome and accordingly, the proposed resolution will not be
included in the agenda for the AGM or the statement will not be
circulated for the general meeting.
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Shareholders and other stakeholders may at any time send their
enquiries and concerns to the Board by addressing them to the
company secretary of the Company by post, fax or email. The contact
details are set out as below:

Registered office: Clarendon House,
2 Church Street,
Hamilton HM 11, Bermuda

Principal place of 8/F., Tower 2,
business in Admiralty Centre,
Hong Kong: 18 Harcourt Road,

Admiralty, Hong Kong

Postal address: 8/F., Tower 2,
Admiralty Centre,
18 Harcourt Road,
Admiralty, Hong Kong

Tel: 3845 5790
Fax: 2110 1907
Email: info@nannanlisted.com

During the Year, there were no change in the Memorandum of
Association and Bye-laws of the Company.
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The Directors present their report and the audited consolidated
financial statements of the Group for the Year.

The Company is an investment holding company. The subsidiaries of
the Company are principally engaged in (i) mining and sales of coal; (i)
renewable energy solution; and (jii) provision of information technology
outsourcing, consultancy and technical services.

The Group’s results for the Year and the state of affairs of the
Company and the Group are set out in the consolidated financial
statements on pages 77 to 234. The Board does not recommend the
payment of any dividend for the Year (2019: Nil).

A review of the Group’s business for the Year, a discussion on
the Group’s future business development and principal risks and
uncertainties that the Group is facing are provided in the sections
headed “Chairman’s Statement” on pages 4 to 11 and “Management
Discussion and Analysis” on pages 12 to 26 of this annual report.

The financial risk management objectives and policies of the Group
are set out in Note 34(b) to the consolidated financial statements.

The Company promotes the culture of adhering to the high ethical
standards of business conduct and commits to complying with all
prevailing laws and regulations in all its operating regions. During the
Year, the Company did not aware of any material non-compliance or
breach of legislation.

A summary of the published results, assets and liabilities, and
non-controlling interests of the Group for the last five financial years,
as extracted from the audited consolidated financial statements is set
out on pages 235 to 236 of this annual report. This summary does not
form part of the audited consolidated financial statements.
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Details of movements in the property, plant and equipment of the
Group during the Year are set out in Note 12 to the consolidated
financial statements.

Details of movements in the Company’s share capital are set out in
Note 27(b) to the consolidated financial statements. The Company
does not adopt share option scheme.

Details of the Convertible Bond issued by the Company during the
Year are set out in Note 28 to the consolidated financial statements.

Save as disclosed in the section headed “Convertible Bond” of this
annual report and Note 28 to the consolidated financial statements,
no equity-linked agreement was entered into by the Company during
the Year.

The Company recognises that our management, employees,
customers and business partners (including suppliers, financial
institutions and academic bodies) are key stakeholders to the
Company’s success. We strive to achieve corporate sustainability
through engaging our management and employees, providing quality
products to our customers, collaborating with business partners to
deliver quality sustainable products and services and supporting our
community.

In accordance with Rule 13.91 of the Listing Rules, the Company will
publish an Environmental, Social and Governance (“ESG”) Report
within three months after the publication of this annual report in
compliance with the provisions set out in the ESG Reporting Guide in
Appendix 27 to the Listing Rules.

The Company’s Bye-laws provided that all Directors and officers
of the Company shall be indemnified and secured harmless out of
the assets and profits of the Company from and against all actions,
costs, charges, losses, damages and expenses which they shall or
may incur or sustain by or by reason of any act done, concurred in or
omitted in or about the execution of their duty. Directors’ and officers’
liability insurance is arranged to cover the directors and officers of the
Group against any potential costs and liabilities arising from claims
brought against them.
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The Group has arranged for its Hong Kong employees to join the
Mandatory Provident Fund Scheme (the “MPF Scheme”), a defined
contribution scheme managed by an independent trustee. Under the
MPF Scheme, each of the Group (the employer) and its employees
make monthly contributions to the MPF Scheme generally at 5% of
the employees’ earnings as defined under the Mandatory Provident
Fund legislation. The monthly contributions of each of the employer
and the employee are subject to a maximum contribution of
HK$1,500 per month (for period after 1 June 2014) and thereafter
contributions are voluntary. The Group has no further obligation for
post-retirement benefits beyond the contributions.

The employees of the Group’s subsidiaries in the PRC are members
of the state-managed retirement benefit plan operated by the
government of the PRC. The subsidiaries contributed certain
percentage of basic salaries to the retirement benefits plan to fund the
benefits. The Group has no further obligations for the actual payment
of pensions or post-retirements benefits beyond these contributions.
The state-sponsored retirement plans are responsible for the entire
pension obligations payable to retired employees.

Remuneration policy of the Company is reviewed regularly, making
reference to market condition and performance of the Company and
individual staff (including the Directors). The remuneration policy and
remuneration packages of the Directors and management team are
reviewed by the Remuneration Committee and the Board which are
detailed in the paragraph headed “Remuneration Committee” under
the Corporate Governance Report on pages 38 to 39.

The Directors consider that those related party transactions disclosed
in Note 35 to the consolidated financial statements did not fall under
the definition of “connected transactions” or “continuing connected
transactions” (as the case may be) in Chapter 14A of the Listing Rules
which are required to comply with any of the reporting, announcement
or independent shareholders’ approval requirements under the Listing
Rules. The Directors confirmed that the Company has complied with
the disclosure requirements in accordance with Chapter 14A of the
Listing Rules.

During the Year, save as disclosed in the paragraph headed
“Convertible Bond” under the Report of the Directors on page 55,
the Company did not have any connected transactions or continuing
connected transactions which were subject to the reporting
requirements under Chapter 14A of the Listing Rules.
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The major events of the Group are provided in the section headed
“Chairman’s Statement” on pages 4 to 11 of this annual report.

There are no provisions for pre-emptive rights under the Bye-
laws of the Company or the laws of Bermuda which would oblige
the Company to offer new shares on a pro rata basis to existing
shareholders.

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the Year.

Details of movements in the reserves of the Company and the Group
during the Year are set out in Note 27 to the consolidated financial
statements and in the consolidated statement of changes in equity
respectively.

As at 31 March 2020, the Company had no retained profits
available for cash distribution and/or distribution in specie. Under
the Companies Act 1981 of Bermuda, the Company’s contributed
surplus of approximately HK$128,013,000 may be distributed under
certain circumstances. In addition, the Company’s share premium
account with a balance of approximately HK$191,534,000 may be
distributed in the form of fully paid bonus shares.

For the Year, sales to the Group’s five largest customers accounted
for 41.74% of the total sales for the Year and sales to the largest
customer included therein amounted to 17.22%. Purchases of goods
and services from the Group’s five largest suppliers accounted for
15.08% of the total purchases for the Year and purchases from the
largest supplier included therein amounted to 6.26%.
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The Directors during the Year and up to the date of this annual report
were:

Kwan Man Fai (Chairman & Managing Director)
Wang Xiangfei
Wong Sze Wai (altenate to Wang Xiangfei until 16 March 2020)

Wong Man Hin Raymond
Chan Yiu Fai Youdey
Pak Wai Keung Martin

Wang Xiaoyao (alternate to Wang Xiangfei)
(appointed on 17 March 2020)

In accordance with bye-law 87 of the Company’s Bye-laws,
Dr. Wong Man Hin Raymond and Mr. Pak Wai Keung Martin will retire
by rotation and being eligible, offer themselves for re-election at the
forthcoming annual general meeting.

In accordance with bye-law 92 of the Company’s Bye-laws, Mr. Wang
Xiaoyao shall hold office as an alternate Director to Mr. Wang Xiangfei
only until the next annual election of Directors, or if earlier, the date on
which Mr. Wang Xiangfei ceases to be a Director, or until Mr. Wang
Xiangfei removes him as an alternate Director. Mr. Wang Xiangfei, has
confirmed to re-appoint Mr. Wang Xiaoyao as his alternate Director.

Biographical details of the Directors and the senior management of
the Group are set out on pages 27 to 31 of this annual report.
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Changes in the information of the Directors required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules subsequent to the
publication of the 2019 interim report of the Company are set out
below:

(1)  Subsequent to a review of Directors’ duties and responsibilities
in the Company as well as the market conditions, the executive
Directors’ emoluments were approved and revised by the Board
with effect from 1 January 2020. The monthly emolument of
Mr. Kwan Man Fai was changed to HK$137,659. The monthly
emolument of Mr. Wang Xiangfei was changed to HK$112,677.
The monthly emolument of Mr. Wong Sze Wai was changed to
HK$112,677.

(2)  The service agreements of the independent non-executive
Directors, namely Dr. Wong Man Hin Raymond and Mr. Chan
Yiu Fai Youdey, entered with the Company expired on 24 March
2020 and their service agreements had been extended for one
year commencing on 25 March 2020; and

(8) The service agreements of the executive Directors, namely
Mr. Kwan Man Fai and Mr. Wang Xiangfei, entered with
the Company expired on 24 March 2020 and their service
agreements had been extended for one year commencing on
25 March 2020.

No Director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company, which is
not determinable by the Company within one year without payment
other than statutory compensation.

No Director or his/her connected entity had a material interest,
whether directly or indirectly in any transactions, arrangements and
contracts of significance to the business of the Group to which the
Company or any its subsidiaries was party at the end of the Year or at
any time during the Year.
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As at 31 March 2020, the interests and short positions of the Directors
and chief executives of the Company in the shares, underlying shares
and debentures of the Company or its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the
“SFQO”)), as recorded in the register required to be kept under Section
352 of the SFO or otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code as set out in Appendix 10 to

the Listing Rules were as follows:
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Approximate
percentage
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share capital of
Number the associated
of shares corporation
Name of interested AR EE
Name of Director Note  associated corporation Capacity BEERZZ B BITIRA
EEnA Mzt AEECEEEE g4 R EE BROADL
Mr. Wang Xiangfei 1 New Bright International Interest of spouse 3,000 (L) 30%
EARSEE Development Limited B (B dEE 25
(“New Bright”)
EEBRERAR AR
(ren#l)
(L) denotes as long position L TR
Note: MisE -

1. Ms. Lo Fong Hung is interested in 3,000 shares in New Bright, representing
30% of the issued share capital of New Bright, which currently owns 70%
shareholding interests in CSIL Limited (formerly known as China Sonangol
International Limited) (“CSIL”). CSIL, the holding company of Ascent Goal
Investments Limited (“Ascent Goal”), the controlling shareholder of the
Company. The shareholding interests of Ascent Goal in the Company is set
out in the section headed “Substantial Shareholders’ Interests and Short
Positions in Shares and Underlying Shares” of this annual report. Mr. Wang
Xiangfei is the husband of Ms. Lo Fong Hung and is deemed to be interested
in 3,000 shares of New Bright under the SFO.
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REPORT OF THE DIRECTORS EE2 4%

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES (continued)

Save as disclosed above, as at 31 March 2020, neither the Directors
nor the chief executive of the Company had any interests or short
positions in the shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of Part
XV of the SFO) as recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Neither the Company nor any of its subsidiaries was a party to any
arrangements to enable the Directors to acquire benefits by means
of the acquisition of shares in, or debentures of, the Company or any
other body corporate at any time during the Year or at the end of the
Year.

SHARE OPTION SCHEME
The Group has not adopted any share option scheme during the
Year.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 March 2020, the following persons (other than Directors or
chief executive of the Company) had interests or short positions in
the shares and underlying shares of the Company as recorded in the
register required to be kept under Section 336 of the SFO:
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Long positions in shares or underlying shares of the
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Company
Approximate
percentage of
the total
number
of issued
shares of
