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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate companies to which a
high investment risk may be attached than other companies listed on the Stock Exchange.
Prospective investors should be aware of the potential risks of investing in such companies and
should make the decision to invest only after due and careful consideration. The greater risk
profile and other characteristics of GEM mean that it is a market more suited to professional and
other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on
GEM may be more susceptible to high market volatility than securities traded on the Main Board
and no assurance is given that there will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited
take no responsibility for the contents of this report, make no representation as to its accuracy or
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of CL Group (Holdings) Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with
the Rules Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”)
for the purpose of giving information with regard to the Company. The Directors, having made all
reasonable enquiries, confirm that to the best of their knowledge and belief the information contained in
this report is accurate and complete in all material respects and not misleading or deceptive, and there
are no other matters the omission of which would make any statement herein or this report misleading.
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CHAIRMAN'S STATEMENT

Dear Shareholders,

| am pleased to present to all shareholders the annual results of CL Group (Holdings) Limited (the
“Company”, with its subsidiaries, the “Group”) for the year of 2016/17.

While external factors causing market volatility, such as the unexpected outcomes of the BREXIT vote
and the Trump presidency, surprisingly, from July 2016 market sentiment improved raising the Hang
Seng Index rose to 24,112 in March 2017 — an increase of 16.1%.

In the financial year of 2016/17, the Group recorded total revenue and investment income of
approximately HK$75.6 million, representing an increase of approximately 25.2% compared to
the previous financial year. Profit attributable to the owners of the Company in financial year of
2016/17 amounted to approximately HK$42.7 million. The Group continuously maintained a balanced
investment portfolio by holding a variety of fixed income investments — corporate bonds and income
rights from a photovoltaic power plant, located in the People’s Republic of China (the “PRC”).
During the year under review, the Group received an amount of approximately RMB2 million, thereby
improving its portfolio position. As of March 31, 2017, the value of the Group’s investment portfolio
was approximately HK$77.6 million as compared to the previous financial year of approximately
HK$46.4 million.

Our diversified revenue streams encompass both interest income (accounting for 57.3% of revenue)
and non-interest income in the form of commissions, fees and other revenues. Despite uncertainties
over economic growth, the Group is continuously focusing its efforts by expanding its business by
broadening the customer base and strengthening our trading platform. In addition to delivering
sustained income and balanced growth, the Group is also committed to the community by fulfilling its
social responsibilities.

With the joint efforts of the Board, management and staff, we are confident that we will continue to
achieve substantial gains for our shareholders as planning for continuous expansion of our core
business and exploring new opportunities.

On behalf of the Board, | would like to take this opportunity to thank the shareholders, customers
and business partners for their trust in and continuous support to the Group over the years. We will
continue to explore new business ventures in the challenging year ahead and strive for the best
returns for our shareholders.

Moreover, | would also like to thank all staff for their tremendous effort and contribution. With a
focused senior management and professional team, | believe the Group will succeed in achieving our
business goals. As the Company’s application for transferring the listing of its shares from the GEM
Board to the Main Board on 20 February 2017, we are moving ahead to bring greater development to
the Group.

Alexis Ventouras
Chairman

Hong Kong, 27 June 2017
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MANAGEMENT DISCUSSION AND ANALYSIS

MARKET REVIEW

The year of 2016 was full of surprises and uncertainties, with the Brexit vote result in June 2016,
Donald Trump winning the United States Presidential Election, the economic slowdown in the PRC
and the pressure of the weakening yuan, however, the market stay volatile, Hang Seng Index rose to
the highest of 24,657 at 21 March 2017 from the lowest of 19,594 at 13 May 2016.

As at 31 March 2017, the Hang Seng Index recorded as 24,112, representing approximately 16.1%
increase as compared with 20,777 as at 31 March 2016.

The total value of transactions of the Hong Kong stock market for the year ended 31 March 2017
decreased by approximately 33.2% as compared with the year ended 31 March 2016. The average
daily value of transactions was approximately HK$66.9 billion.

BUSINESS REVIEW
Revenue

The Group’s total revenue and investment income for the year was approximately HK$75.6 million,
as compared with 2016 of approximately HK$60.3 million, increased by approximately 25.2% or
approximately HK$15.3 million. The breakdown of revenue and investment income by business
activities of the Group is set out below:

Year ended Year ended Increase/
31 March 2017 31 March 2016 (decrease)
HK$ % HK$ % %
Revenue
Commission and brokerage fees from securities
dealings on the Stock Exchange 7,313,179 11.4% 8,261,991 12.6% (11.5%)
Placing and underwriting commission 13,192,744 20.5% 14,710,587 22.5% (10.3%)
Commission and brokerage fees from dealing in
futures contracts 216,862 0.3% 183,797 0.3% 18.0%
Commission from securities advisory services 1,700,000 2.6% 600,000 0.9% 183.3%
Other service income 102,121 0.2% 24,869 0.1% 310.6%
Clearing and settlement fee 2,018,771 3.1% 3,898,352 6.0% (48.2%)
Handling service and dividend collection fees 349,668 0.5% 783,909 1.2% (55.4%)
Interest income from
— clients (including margin clients) 31,965,942 49.6% 31,441,127 48.1% 1.7%
— authorised financial institutions 110,278 0.2% 157,410 0.2% (29.9%)
— others 4,831,648 7.5% 2,421,929 3.7% 99.5%
Income derived from:
— Income right 2,289,820 3.5% 2,423,180 3.6% (5.5%)
— Film right 47,520 0.1% 465,995 0.1% (89.8%)
Market data subscription income 281,640 0.4% — 0.0% 100%

64,420,193 100.0% 65,373,146 100.0% (1.5%)

Net gain on trading of financial assets at fair value

through profit or loss 1,549,830 13.9% 621,354 (12.4%) 149.4%
Net change in fair value of financial assets at fair
value through profit or loss 9,586,564 86.1% (5,651,708) 112.4%  (269.6%)

11,136,394 100.0%  (5,030,354) 100.0%  (321.4%)

75,556,587 60,342,792 25.2%
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MANAGEMENT DISCUSSION AND ANALYSIS

Securities and Futures Brokerage

Revenue from Securities and Futures Brokerage represent commission and brokerage fee and other
fees including interest derived from cash and margin securities or futures accounts and interest from
IPO financing.

The commission and brokerage fee from securities dealing decreased by approximately 11.5% from
approximately HK$8.3 million for the year ended 31 March 2016 to approximately HK$7.3 million for
the year ended 31 March 2017.

The total value of transactions decreased by approximately 55.0% from approximately HK$185,926.8
million for the year ended 31 March 2016 to approximately HK$83,644.6 million for the year ended 31
March 2017.

The total value of transactions for securities dealings carried out by the Group for the year ended
31 March 2017 decreased as compared with 2016. As a result, income relating to clearing and
settlement fees also decreased by approximately 48.1% from approximately HK$3.9 million for the
year ended 31 March 2016 to approximately HK$2.0 million for the year ended 31 March 2017.

The commission and brokerage fees from dealing in futures contracts increased by approximately
18.0% from HK$183,797 for the year ended 31 March 2016 to HK$216,862 for the year ended 31
March 2017.

The interest income derived from cash and margin securities accounts for the year ended 31 March
2017 was approximately HK$14.3 million represents a decrease of approximately 34.3% from that of
the year ended 31 March 2016 amounting approximately HK$21.8 million.

The other service income increased by approximately 310.6% from HK$24,869 for the year ended 31
March 2016 to HK$102,121 for the year ended 31 March 2017.

On July 2016, the Group open up the provision of subscription of market data services to clients,
up to the year ended, the Group generated approximately HK$281,640 of market data subscription
income from such services.

Loan and Financing

The Group holds Money Lenders Licence to engage in money lending business for providing loan
and financing to customers. During the reporting period, CLC Finance Limited, the Company’s
wholly-owned subsidiary, provides loan and financing service to customers. The interest income
derived from providing loan and finance to customers for the year ended 31 March 2017 was
approximately HK$17.7 million (2016: approximately HK$9.6 million).

Securities Advisory Service

The Group holds licence under the Securities and Futures Ordinance to engage in Type 4 regulated
activities — Advising on Securities. Revenue generated from this segment derived from services
provided under these regulated activities.

During the reporting period, Cheong Lee Securities Limited (“Cheong Lee”), the Company’s wholly-
owned subsidiary, provides securities advisory service to customers.

Commission income derived from securities advisory services for year ended 31 March 2017 was
HK$1.7 million (2016: HK$0.6 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

Placing and Underwriting Business

Under normal circumstances, the Group acts as an underwriter or a sub-underwriter or a placing
agent or a sub-placing agent on best effort basis for fund-raising activities. It would take the role on
underwritten basis only if it received special requests from the issuers and/or their respective placing
and underwriting agents.

During the reporting period, the placing and underwriting commission decreased by approximately
10.3% from approximately HK$14.7 million for the year ended 31 March 2016 to approximately
HK$13.2 million for the year ended 31 March 2017.

Investment Holding

The Group maintained a portfolio investments included the holding of listed equity securities, bonds,
income right and film right. During the year under review, the Group receive annual return (net of
PRC tax) of RMB2,004,000 from an income right of the photovoltaic power plant at the rooftop of a
factory located at Hunan Province, the PRC. The total value of the Group investment portfolio was
approximately HK$77.6 million (2016: approximately HK$46.4 million). As at 31 March 2017, the
value of portfolio of listed equity securities was approximately HK$29.1 million (2016: approximately
HK$12.8 million). This business segment has recorded revenue of approximately HK$7.3 million
(2016: approximately HK$5.3 million). Net gain on trading of financial assets at fair value through
profit or loss of approximately HK$1.5 million (2016: approximately HK$0.6 million) and net fair value
gain of financial assets at fair value through profit or loss of approximately HK$9.6 million (2016: net
fair value loss of approximately HK$5.7 million).

Administrative Expenses

During the reporting period, the administrative expenses increased by approximately 6.5% from
approximately HK$26.1 million for the year ended 31 March 2016 to approximately HK$27.8 million
for the year ended 31 March 2017. The increase in administrative expenses was mainly due to the
increased by approximately HK$1.5 million to payment of commission for Placing and Underwriting
activities.

Due to the total value of transaction decreased by approximately 55.0% from approximately
HK$185,926.8 million for the year ended 31 March 2016 to approximately HK$83,644.6 million for
the year ended 31 March 2017, the related expenses such as CCASS charges was decreased by
approximately 40.1% from HK$4.3 million for the year ended 31 March 2016 to approximately HK$2.6
million for the year ended 31 March 2017.

Staff costs were approximately HK$6.7 million for the year ended 31 March 2017 as compared to
approximately HK$6.1 million for the year ended 31 March 2016.

Liquidity, Financial Resources and Capital Structure

The Group financed its operations by shareholders’ equity and cash generated from operations.

The Group maintained approximately HK$21.9 million of bank deposit, bank balances and cash
in general accounts as at 31 March 2017. This represented an increase of approximately 95.2%
as compared with the position as at 31 March 2016 of approximately HK$11.2 million. Most of the
Group’s cash and bank balances in general accounts were denominated in HK dollars.

The net current assets of the Group increased from approximately HK$205.2 million as at 31 March
2016 to approximately HK$228.3 million as at 31 March 2017 which represents an increase of
approximately 11.3%. The current ratio of the Group as at 31 March 2017 was approximately 6.8
times (2016: approximately 4.0 times).

The Group had utilised HK$7 million of secured loans (2016: HK$5 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

The gearing ratio is calculated as total indebtedness divided by total capital. Total indebtedness is
total bank borrowings (including current and non-current bank borrowings). Total capital is calculated
as “equity”, as shown in the consolidated statement of financial position. At the end of the reporting
period, the Group’s gearing ratio is 4.8% (2016: 6.6%).

Taking into consideration the existing financial resources available to the Group, it is anticipated that
the Group should have adequate financial resources to meet its ongoing operating and development
requirements.

Charge on Group Assets and Guarantee

As at 31 March 2017, certain bank deposits of the Group’s subsidiaries in the aggregate amount of
HK$10 million (2016: HK$10 million) were pledged and corporate guarantee from the Company for
securing overdraft and revolving loan facilities amounted to HK$34.5 million (2016: HK$34.5 million)
issued by the banks to the Group. As at 31 March 2017, included in the banking facilities granted by
the banks, HK$12.2 million has been utilised (2016: HK$15.2 million).

Contingent liabilities
As at 31 March 2017, the Group had no material contingent liabilities (2016: Nil).

Capital commitments

As at 31 March 2017, the Group had no capital commitments, contracted but not provided in the
consolidated financial statements (2016: HK$194,800).

Staff and remuneration policies

The Group believes that staff is our most valuable asset, they are encouraged to pursue excellence
at work and career development. We encourage staff to maintain healthy balance between work and
life, and communicate with staff to enhance staff morale and their sense of belonging.

Total staff costs (including Directors’ emoluments) were approximately HK$6.7 million for the year
ended 31 March 2017 as compared to approximately HK$6.1 million for the year ended 31 March 2016.

Remuneration is determined based on the individual’s qualification, experience, position, job
responsibility and market conditions. Salary adjustments and staff promotion are based on evaluation
of staff performance by way of annual review, and discretionary bonuses would be paid to staff with
reference to the financial performance of the Group of the preceding financial year. Other benefits
include contributions to statutory mandatory provident fund scheme to its employees in Hong Kong,
share options that may be granted under the share option scheme.

Future plans for material investments or capital assets

As at 31 March 2017, the Group had no plans for material investments or acquisition of capital
assets, but will actively pursue opportunities for investments to enhance the profitability of the Group
in its ordinary course of business.

Material Acquisitions of subsidiaries and affiliated companies

The Group has not made any material acquisitions and disposal of subsidiaries and associated
companies. As at 31 March 2017 and up to the date of this annual report, the Group did not hold any
significant investment.

Significant Investment

As at 31 March 2017, there was no significant investment held by the Group.

Foreign exchange exposure

The Group’s business is principally conducted in Hong Kong dollars, the Directors consider that
potential foreign exchange exposure of the Group is limited.
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MANAGEMENT DISCUSSION AND ANALYSIS

RISK MANAGEMENT
Credit Risk

Credit risk exposure represents loans to customer, trade receivables from brokers, clients and
clearing houses which principally arise from our business activities. The Group has a credit policy in
place and the credit risk is monitored on an on-going basis.

For trade receivables from clients, normally clients are required to settle the amount within 2 days
(T+2). Responsible officers will regularly review the overdue balance. The credit risk arising from the
trade receivables from clients is considered as small.

For trade receivables from margin clients, normally the Group obtains securities and/or cash deposits
as collateral for providing margin financing to clients. Receivables from margin clients are repayable
on demand. Market conditions and the adequacy of collateral of each margin clients are monitored by
responsible officers on a daily basis. Margin calls and forced liquidation are required when necessary.

For trade receivables from brokers and clearing houses, the Group considered that credit risk is low
as those brokers and clearing houses are registered with regulatory bodies.

In order to minimise the credit risk of loans receivables, the management of the Group has
delegated a team responsible for determination of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to recover overdue loans receivables, if any. In
addition, the Group reviews the recoverable amount of each individual loan receivable at the end of
the reporting period to ensure that adequate impairment losses are made for irrecoverable amounts.
In this regard, the Directors of the Company consider that the Group’s loans receivables credit risk is
significantly reduced.

The Group does not provide any guarantees which would expose the Group to credit risk.

Liquidity Risk

The Group is subject to the statutory liquidity requirements as prescribed by the regulators. The
Group has a monitoring system to ensure that it maintains adequate liquid capital to fund its business
commitments and to comply with the Securities and Futures (Financial Resources) Rules (Cap.571N).

The Group has maintained stand-by banking facilities to meet any contingency in its operations. The
Board believes that the Group’s working capital is adequate to meet its long and short term financial
obligations.

Foreign Exchange Risk

Certain assets of the Group’s business are denominated in foreign currencies which expose the
Group to foreign currency risk. The Group currently does not have a foreign currency hedging policy.
However, the management monitors foreign exchange exposure and will consider hedging significant
foreign currency exposure should the need arise.

OUTLOOK

Despite the overall economic outlook is clouded with uncertainties amid recovery of global market,
the slowdown of economy in the People’s Republic of China, the pace of US Federal Fund rate-hike
cycle and the effect if the British exit the European Union, Hong Kong stock market would be volatile
by such external factors. The Group will leverage the knowledge and experience of our management
team to seize opportunities as they arise. The Group will continue to grow its brokerage business
and placing and underwriting business by broadening clients base and by strengthening our trading
platform. The Group will continue to put efforts on expanding the margin and loan financing business
and securities advisory service and on satisfying the needs of our customers.

The Group aims to become a leading financial service group in Hong Kong. The Group will continue

looking for any potential business opportunities to bring in new sources of income and to further
increase the profitability of the Group.
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CORPORATE GOVERNANCE REPORT

Pursuant to Rule 18.44 of the GEM Listing Rules, the Board is pleased to present this corporate
governance report for the year ended 31 March 2017. This report highlights the key corporate
governance practices of the Company.

CORPORATE GOVERNANCE PRACTICES

The Group is committed to promoting high standards of corporate governance. The Directors of the
Company believe that sound and reasonable corporate governance practices are essential for the
growth of the Group and for safeguarding the shareholders’ interests and the Group’s assets.

Throughout the financial year ended 31 March 2017, the Company has complied with all the code
provisions set out in the Code on Corporate Governance Practices (the “CG Code”) contained in
Appendix 15 of the GEM Listing Rules, save and except for code provision A.6.7 and E.1.2 which
deviations are explained in the relevant paragraphs in this Report.

CORPORATE GOVERNANCE STRUCTURE

The Board is primarily responsible for formulating strategies, monitoring performance and managing
risks of the Group. At the same time, it also has the duty to enhance the effectiveness of the
corporate governance practices of the Group. Under the Board, there are 3 board committees,
namely Audit Committee, Remuneration Committee and Nomination Committee. All these committees
perform their distinct roles in accordance with their respective terms of reference and assist the
Board in supervising certain functions of the senior management.

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the code of conduct for securities transactions by the Directors on terms
no less exacting than the required standard of dealings set out in Rules 5.48 to 5.67 of the GEM
Listing Rules. The Company had made specific enquiry to all the Directors and the Directors have
confirmed compliance with this code of conduct throughout the financial year ended 31 March 2017.
No incident of non-compliance was noted by the Company during this period.

BOARD OF DIRECTORS

At present, the Board of the Company comprises seven members as follows:

Non-executive Director

Mr. Alexis Ventouras (Chairman)

Executive Directors

Mr. Kwok Kin Chung (Chief Executive Officer)
Mr. Lau Kin Hon
Ms. Yu Linda

Independent non-executive Directors

Mr. Au-Yeung Tai Hong Rorce
Mr. Chiu Wai Keung
Mr. Poon Wing Chuen
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CORPORATE GOVERNANCE REPORT

Biographical details of the Directors are set out in the section of “Biographical Details of Directors” on
page 20.

The Board has the responsibility for leadership and control of the Company. They are collectively
responsible for promoting the success of the Group by directing and supervising the Group’s affairs.
The Board is accountable to shareholders for the strategic development of the Group with the goal of
maximising long-term shareholder value, while balancing broader stakeholder interests.

The Board meets regularly on a quarterly basis. Apart from the regular board meetings of the
year, the Board also meets on other occasions when a Board-level decision on a particular matter
is required. All Directors are provided with details of agenda items for decisions making with
reasonable notice. Directors have access to the advice and services of the Company Secretary who
is responsible for ensuring that the Board procedures are complied with and advising the Board on
compliance matters. Directors are also provided with access to independent professional advice,
where necessary, in carrying out their obligations as Directors of the Company, at the expense of
the Company. Directors who are considered to have conflict of interests or material interests in the
proposed transactions or issues to be discussed would not be counted in the quorum of meeting and
would abstain from voting on the relevant resolution.

Generally, the responsibilities of the Board include:

° Formulation of operational strategies and review of its financial performance and results and the
internal control systems;

° Policies relating to key business and financial objectives of the Company;

° Material acquisitions, investments, disposal of assets or any significant capital expenditure;

e Appointment, removal or reappointment of Board members and auditors;

e Remuneration of Directors;

° Communication with key stakeholders, including shareholders and regulatory bodies; and

e Recommendation to shareholders on final dividend and the declaration of any interim dividends.
The posts of Chairman and Chief Executive Officer are separated to ensure a clear division between
the Chairman’s responsibility to manage the Board and the Chief Executive Officer’s responsibility to
manage the Company’s business. The separation ensures a balance of power and authority so that
power is not concentrated in any one individual.

All Directors assume the responsibilities to the shareholders of the Company for the well-being and
success of the Company. They are aware of their duties to act in good faith and in the best interests
of the Company.

The Board is responsible for maintaining proper accounting records so as to enable the Directors to
monitor the Company’s overall financial position. The Board updates shareholders on the operations
and financial position of the Group through quarterly, half yearly and annual results announcements

as well as the publication of timely announcements of other matters as prescribed by the relevant
rules and regulations.
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CORPORATE GOVERNANCE REPORT

The Company has three independent non-executive Directors, at least one of whom has appropriate
financial management expertise, in compliance with the GEM Listing Rules. Each of the independent
non-executive Director has made an annual confirmation of his independence pursuant to Rule 5.09
of the GEM Listing Rules. The Company is of the view that all independent non-executive Directors
meet the independence guidelines set out in Rule 5.09 of the GEM Listing Rules and are independent
in accordance with the terms of the guidelines.

According to the Company’s articles of association, newly appointed Directors shall hold office until
the next following general meeting and shall be eligible for re-election at that meeting. Every Director,
including those appointed for a specific term, should be subject to retirement by rotation at least
once every three years.

DIRECTORS’ ATTENDANCE RECORD AT MEETINGS

The Board meets regularly over the Company’s affairs and operations. Details of the attendance of
each member of the Board at the meetings of the Board and the general meetings during the year
ended 31 March 2017 are as follows:

Attendance/Number of meetings
Regular Additional

Board Board General
Name of Directors meetings meetings Meetings
Non-Executive Director
Mr. Alexis Ventouras (Chairman) 4/4 5/7 1/1
Executive Directors
Mr. Kwok Kin Chung (Chief Executive Officer) 4/4 717 1/1
Mr. Lau Kin Hon 4/4 77 1/1
Ms. Yu Linda 4/4 77 11
Independent non-executive Directors
Mr. Au-Yeung Tai Hong Rorce 4/4 5/7 1/1
Mr. Chiu Wai Keung 4/4 5/7 11
Mr. Poon Wing Chuen 4/4 5/7 11

Pursuant to code provision A.6.7 and E.1.2 of the CG Code that independent non-executive directors
and the chairman of the board should attend general meetings.

TRAINING AND SUPPORT OF DIRECTORS

All Directors have been given relevant guideline materials regarding the duties and responsibilities
of being a Director, the relevant laws and regulations applicable to the Directors, duty of disclosure
of interest and business of the Group and such induction materials will also be provided to newly
appointed Directors shortly upon their appointment as Directors. All Directors have been updated
on the latest developments regarding the GEM Listing Rules and other applicable regulatory
requirement to ensure compliance and enhance their awareness of good corporate governance
practices. There is a procedure agreed by the Board to ensure Directors, upon reasonable request,
to seek independent professional advice in appropriate circumstances, at the Company’s expenses.

The Directors confirmed that they have complied with the Code Provision A.6.5 of the Code effective
on 1 April 2012 on Directors’ training.
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CORPORATE GOVERNANCE REPORT

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to the code provision A.2.1, the roles of Chairman and Chief Executive Officer should be
separate and should not be performed by the same individual. The division of responsibilities between
the Chairman and Chief Executive Officer should be clearly established and set out in writing.

Mr. Alexis Ventouras, being the non-executive chairman, is responsible for chairing meetings of the
Board while Mr. Kwok Kin Chung, being the chief executive officer, is delegated with the authority
and responsibility of overall management of daily operations.

The Company has complied with the code provisions as set out in the Code on Corporate
Governance Practices contained in Appendix 15 of the GEM Listing Rules throughout the period
under review.

NON-EXECUTIVE DIRECTORS

Under the Code Provision A.4.1, all the non-executive Directors should be appointed for a specific
term, subject to re-election. Each of the independent non-executive Directors has entered into a
service contract with the Company for an initial term of one year renewable for the year upon the
expiration of the initial term and each subsequent one year term subject to termination in certain
circumstance as stimulated in the relevant service contracts. At each annual general meeting, one
third of the Directors for the time being (of if their number is not a multiple of three, then the number
nearest to but not less than one third) will 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. Any
Director appointed to fill a casual vacancy shall hold office until the first general meeting of members
after his appointment and be subject to re-election at such meeting and any Director appointed as an
addition to the existing board shall hold office only until the next following annual general meeting of
the Company and shall then be eligible for re-election.

REMUNERATION COMMITTEE

A Remuneration Committee was set up on 21 February 2011 to oversee the remuneration policy and
structure for all Directors and senior management.

The Remuneration Committee comprises one executive Director and two independent non-executive
Directors, namely Mr. Au-Yeung Tai Hong Rorce, Mr. Lau Kin Hon and Mr. Poon Wing Chuen and is
chaired by Mr. Au-Yeung Tai Hong Rorce.

The terms of reference of the Remuneration Committee are aligned with the provisions set out in the
CG Code. The role of the Remuneration Committee is to recommend to the Board a framework for
remunerating the Directors and key executives and to determine specific remuneration packages for
them. They are provided with sufficient resources by the Company to discharge its duties.

For the year ended 31 March 2017, the Remuneration Committee held 2 meetings to review and
discuss remuneration matters of the Group. The individual attendance of the Committee members is
set out below:

Number of

Number of meetings

Name of committee member meetings held attended
Mr. Au-Yeung Tai Hong Rorce (Chairman) 2 2
Mr. Lau Kin Hon 2 2
Mr. Poon Wing Chuen 2 2
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NOMINATION COMMITTEE

The Board is empowered under the Company’s articles of association to appoint any person as a
director to fill a casual vacancy on or as an additional member of the Board. Qualified candidates will
be proposed to the Board for consideration and the selection criteria are based on the assessment of
their professional qualifications and experience, character and integrity.

The Company has established a Nomination Committee on 21 February 2011 for making
recommendations to the Board on appointment of Directors and succession planning for the
Directors. The terms of reference of the Nomination Committee are aligned with the provisions set out
in CG Code.

The Nomination Committee comprises one executive Director and two Independent non-executive
Directors, namely Mr. Chiu Wai Keung, Mr. Poon Wing Chuen and Mr. Kwok Kin Chung. Mr. Chiu Wai
Keung is the Chairman of the Nomination Committee.

For the year ended 31 March 2017, the Nomination Committee held 1 meeting to review and discuss
nomination matters of the Group. The individual attendance of the Committee members is set out

below:
Number of
Number of meetings
Name of committee member meetings held attended
Mr. Chiu Wai Keung (Chairman) 1 1
Mr. Kwok Kin Chung 1 1
Mr. Poon Wing Chuen 1 1

AUDIT COMMITTEE

The Company has established an Audit Committee on 21 February 2011 with written terms of
reference that set out the authorities and duties of the Audit Committee adopted by the Board.

The Audit Committee comprises the three independent non-executive Directors and headed by
Mr. Poon Wing Chuen who has appropriate professional qualifications and experience in financial
matters. The terms of reference of the Audit Committee are aligned with the provisions set out in the
CG Code. The Audit Committee performs, amongst others, the following functions:

° Consider and recommend to the Board the appointment, re-appointment and removal of the
external auditor, to approve the remuneration and terms of engagement of the external auditor
and address any questions of resignation or dismissal of such auditor;

° ensure that co-operation is given by the Company’s management to the external auditor where
applicable;

° review the Group’s quarterly, half yearly and annual results announcements and the financial
statements prior to their recommendations to the Board for approval;

° review the Group’s financial reporting process and internal control system; and

° review of transactions with interested persons.
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For the year ended 31 March 2017, the Committee met on 4 occasions and up to the date of this
annual report, the Audit Committee has reviewed the consolidated financial statements, including
the accounting principles and practices adopted by the Group, which was of the opinion that such
reports were prepared in accordance with the applicable accounting standards and requirements.
The Audit Committee has also discussed with the Group’s independent auditor and considers
the system of the internal control of the Group to be effective and that the Group had adopted
the necessary control mechanisms to its financial, operational, statutory compliance and risk
management functions. The individual attendance of the Committee members is set out below:

Number of

Number of meetings

Name of committee member meetings held attended
Mr. Poon Wing Chuen (Chairman) 4 4
Mr. Au Yeung Tai Hong Rorce 4 4
Mr. Chiu Wai Keung 4 4

AUDITOR’S REMUNERATION

The Audit Committee is responsible for considering the appointment of the external auditor and
reviewing any non-audit functions performed by the external auditor, including whether such non-
audit functions could lead to any potential material adverse effect on the Company.

For the financial year ended 31 March 2017, the remuneration paid/payable to the auditor of the
Group is set out as follows:

Services rendered Paid/payable
HK$
Statutory audit services 570,000

RISK MANAGEMENT AND INTERNAL CONTROLS

The Group has engaged external professionals to conduct independent internal control review for the
year ended 31 March 2017. The review will cover parts of the system including financial, operational,
compliance control and risk management functions. The Board will continue to assess the
effectiveness of internal controls by considering the reviews conducted by the external professionals.
The Board reviews the adequacy and effectiveness of the Company’s internal financial controls,
operational and compliance controls, and risk management policies and systems established by the
management of the Company (collectively “risk management and internal controls”).

The Board is responsible for the overall internal control framework and is fully aware of the need
to put in place a system of risk management and internal controls within the Group to safeguard
the interests of the Company’s shareholders and the Group’s assets, and to manage risks. The
Board also acknowledges that no cost effective internal control system will preclude all errors and
irregularities. A system is designed to manage rather than eliminate the risk of failure to achieve
business objectives, and can provide only reasonable and not absolute assurance against material
misstatement or loss.
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INTERNAL AUDIT

The Audit Committee of the Company, with its amended Terms of Reference took effect on 1
January 2016, has been delegated the responsibility of reviewing the overall effectiveness of the risk
management and internal control system of the Group. An internal audit plan has been prepared,
discussed and agreed with the Audit Committee. Major internal audit findings has been submitted
to the Audit Committee for review and all recommendations from the Audit Committee was properly
followed up.

DIRECTORS AND OFFICERS INSURANCE

Appropriate insurance cover on Directors’ and officers’ liabilities have been in force to protect the
Directors and officers of the Group from their risk exposure arising from the business of the Group.

DIRECTORS RESPONSIBILITIES FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The Directors are ultimately responsible for the preparation of the consolidated financial statements
for each financial year which gives a true and fair view. In preparing the consolidated financial
statements, appropriate accounting policies and standards are selected and applied consistently.

The statement of the auditor of the Company about their reporting responsibilities on the consolidated
financial statements of the Group is set out in the Independent Auditor’'s Report on pages 30 and 35
of this annual report.

COMPANY SECRETARY

Mr. Yeung Ming Kong, Kenneth (“Mr. Yeung”) is the Company Secretary of the Company. He is
responsible for ensuring that the board policy and procedures are followed and that the Board is
briefed on legislative, regulatory and corporate governance developments.

Up to the date of this report, Mr. Yeung has undertaken not less than 15 hours of relevant
professional training.

INVESTORS RELATIONS

The Company adheres to high standards with respect to the disclosure all necessary information
to the shareholders in compliance with GEM Listing Rules. The Company strengthens its
communications with shareholders through various channels including publication of interim and
annual reports, press release and announcements of the latest development of the Company in its
corporate website in a timely manner.

SHAREHOLDERS’ RIGHTS

Under the Company’s Articles of Association, in addition to regular Board meetings, the Board,
on the requisition of shareholders of the Company holding not less than one-tenth of the paid-up
capital of the Company, may convene an extraordinary general meeting to address specific issues
of the Company within 21 days from the date of deposit of written notice to the registered office of
the Company. The requisition must state the purposes of the meeting, and must be signed by the
requisitionist(s).

Shareholders may send their enquiries requiring the Board’s attention to the Company Secretary at

the Company’s principal office address at Room 16B, 16th Floor, Bank of East Asia Harbour View
Centre, 56 Gloucester Road, Wanchai, Hong Kong.
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According to the requirements set forth in the ESG Guide under Appendix 20 of the GEM Listing
Rules, the Group hereby presents the Environmental, Social and Governance ("ESG”) report for the
year ended 31 March 2017 (“Reporting Period”).

SCOPE OF REPORTING

This ESG report covers the Group’s business operations in Hong Kong for the financial year ended
31 March 2017, the overall performance of our core business segments in relation to Securities,
Futures and Options brokering and trading, Placing and underwriting, Loan financing, Securities
advisory service, and Investment holding. The ESG data that the Group has direct access to and is
under the Group’s direct operational control has been included in this report. This report is published
in accordance with the Appendix 20 to the GEM Listing Rules, the Environmental, Social and
Governance Reporting Guide. Based on management assessment, we summarize the various issues
as described in the ESG Reporting Guide, and the list of issues that are material and relevant to the
Group are set out as follows:

A. Environmental

Aspect A1 Emissions
Aspect A2 Use of Resources
Aspect A3 Environment and Natural Resources

The Group aims to providing quality financial services to our clients in the way that the adverse
impact on the environment would be at the minimal level. The Group is primarily an office based
group with relatively low energy, power and resources consumption, our direct environmental impact
is not material in the process of our daily operation and business development. The management
and employees might take business trip to travel overseas or Mainland countries occasionally, the
emissions of the Group is the indirect greenhouse gas emission mainly from the purchased electricity
and paper consumption at an office setting.

The Group make efficient use of energy and resources and minimize the impact of the Group
activities on the environment and natural resources whilst we grow our business.

The Group has implemented various energy saving initiatives throughout our business operations
include purchasing energy efficient office electrical equipment and T5 energy saving fluorescent
tubes, pre-setting multi-functional photocopiers in power saving mode. Every staff will switch off
computers and lights when they are leaving work.

The Group generated no hazardous waste in our business operation. Non-hazardous waste from
our business operation was mainly generated from paper consumption. In order to minimise paper
consumption, employees are encouraged to use duplex printing. Recycle boxes are placed on
the cabinet next to the photocopier for collecting used paper for recycling purpose. We promote
paperless by facilitating the use of electronic means for communication. For our clients, we
encourage them to opt out of paper statements and subscribe for e-statement and to place orders
electronically.

In 2015 and 2016, the Group have donated our unused desktop computers and LCD monitors to

Phoenix Charitable Foundation and Caritas Computer Workshop for the usage by deprived people
and non-profit making organization.
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B. Social

Aspect B1 Employment

We are an equal-opportunity employer, we believe that staff is our most valuable asset to drive the
long term development, they are encouraged to pursue excellence at work and career development.
We encourage staff to maintain healthy balance between work and life, and communicate with staff
to enhance staff morale and their sense of belonging. We have formulated employee handbook to
stipulate the practices and policies related to employment, compensation and benefits. Employees
might rewarded by discretionary performance bonus and are entitled to medical insurance,
mandatory provident fund and various types of paid leave (include marriage, compensation, paternity
and maternity) other than annual leave and sick leave.

Aspect B2 Health and Safety

The Group adhere to the Occupational Safety and Health Ordinance Cap. 509. We strives to provide
and maintain a safe, healthy and hygienic workplace for our employees and protect them from
occupational hazards.

The Group sponsors various company teams for community service. Sports teams include soccer.

During the period under review, there were no non-compliance cases noted in relation to employment
laws and regulations.

Aspect B3 Development and Training

We recognise the importance of training for the development of our employees as well as our
Group. We encourage and support our employees in personal and professional training through
sponsoring training programmes, seminars, regular sharing sessions and on-the-job training, as
well as reimbursement for fees of external training seminars. We believe it is a win-win approach for
achieving both employee and corporate goals as a whole.

Aspect B4 Labour Standards

The Group strictly complies with the Employment Ordinance. The Group reviews the job applicant’s
identity information during the recruitment process and the applicant is also required to provide
document proofs of academic qualifications and working experience for verifications, thus Human
Resource Department can ensure that there is no child nor forced labour in our business operation.
The employment policies of the Group also protect the right of free choice of employment by any
person and ensure that all the employment relationship is established on a voluntary basis. Owing to
the nature of our businesses, work related injuries, occupational health issues are not be significant
factors.

During the period under review, there were no non-compliance cases noted in relation to labour
standards laws and regulations.
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Aspect B5 Supply Chain Management

The Group’s services suppliers include providers of information technology and communication,
premises, legal and professional services and other business services as well as vendors for office
supplies. These are not significant environmental and social risks for our management decision on
procurement which are based on pricing, suitability and the reputation of suppliers. The Group does
not only consider the competitiveness of quotation, but also evaluates the quality of the relevant
services and products.

Aspect B6 Product responsibility

The Group strives to providing customers with quality services. We actively improve the quality of our
services to secure new customers and strengthen relationship with existing customers. During the
year, there were no cases of non-compliance with the relevant laws or regulations.

We value data privacy and protection for intellectual property rights and incorporates physical,
electronic and managerial measures to safeguard customers’ data privacy.

Aspect B7 Anti-corruption

The Group implemented the policy that the Compliance Department will continually review the whole
operations to prevent or detect fraudulence.

All staff are be awareness that they are subject to the Provisions of the Prevention of Bribery
Ordinance. In addition to the code of conduct on anti-money laundering mentioned in the operation
manual and the employees are encouraged to direct access to the top management whenever
irregularities or fraudulent activities are suspected. Ongoing review of the effectiveness of the internal
control systems is conducted on a regular basis in preventing the occurrence of corruption activities.

During the year under review, there were no non-compliance cases noted in relation to the corruption
related laws and regulations.

Aspect B8 Community investment

The Group cares about the interest of the communities and people that we serve. In the course of our
business development, we endeavour to perform social responsibilities and promote positive energy.

During the period under review, the Group made sponsorship to charitable organisations to serve
with care and concern for the underprivileged through the activities as follows:

e Yan Oi Tong Gold Sponsor
e  Qutward Bound Hong Kong — Corporate Challenge 2016
e The Hong Kong Polytechnic University

e Run for infinity 2017
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BIOGRAPHICAL DETAILS OF DIRECTORS

NON-EXECUTIVE DIRECTOR

Mr. Alexis Ventouras, aged 49, is the Chairman and Non-executive Director of the Company.
Mr. Ventouras was appointed as the Chairman and Executive Director of the Company in February 2012,
he was redesignated as the Chairman and Non-executive Director of the Company in December 2012.
Mr. Ventouras obtained a Bachelor degree in Economics from University of British Columbia, Vancouver,
Canada. He is responsible for providing leadership to the Board of Directors and making contribution to
strategic business planning. Mr. Ventouras has over 20 years’ experience in the financial industry.

EXECUTIVE DIRECTORS

Mr. KWOK Kin Chung, aged 42, is the Chief Executive Officer and Executive Director of the
Company. He also holds directorship in certain subsidiaries of the Company. Mr. Kwok obtained a
Master degree in Finance in 2006 from Curtin University of Technology of Australia and a professional
diploma in Corporate Finance from The Hong Kong Management Association. Mr. Kwok is
responsible for managing daily operations and supervising dealing staff. He joined the Group in July
2010. Mr. Kwok has over 15 years of experience in securities and derivatives dealing.

Mr. LAU Kin Hon, aged 49, is an Executive Director of the Company. He also holds directorship in
certain subsidiaries of the company. Mr. Lau is a practicing solicitor in Hong Kong. Mr. Lau obtained
a bachelor of laws degree with honours from University College, London, U.K.. and has been
practicing law in Hong Kong for over 20 years. Mr. Lau is responsible for managing the compliance
function of the Group and the provision of advice to the Group on legal and regulatory compliance
matters. He joined the Group in January 2008. He is currently a Non-executive Director of Lisi Group
(Holdings) Limited (stock code: 526) and Independent Non-executive Director of Mingfa Group
(International) Company Limited (stock code: 846) and was a Non-executive Director of Evershine
Group Holdings Limited (Formerly known as “TLT Lottotainment Group Limited”) (stock code: 8022)
from 4 March 2013 to 2 October 2013, all of which are listed on the Stock Exchange.

Ms. YU Linda, aged 44, is an Executive Director of the Company. She also holds directorship in
certain subsidiaries of the company. Ms. Yu is responsible for the Company’s business development,
marketing, maintenance of clients’ relations and such other matters as the Board shall from time to
time direct. She joined the Group in October 2007. Ms. Yu has over 20 years of experience in the
securities industry.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. AU-YEUNG Tai Hong Rorce, aged 58, is an Independent Non-executive Director appointed
on 21 February 2011. He obtained a Bachelor’'s Degree in Science (Business Administration
(Accounting)) from San Jose State University and a Juris Doctor from Santa Clara University of
the United States of America. Mr. Au-Yeung was admitted as an attorney and counselor at law of
the State Bar of California on 11 December 1989. He is currently the Co-Chief Executive Officer of
VPower Group International Holdings Limited (stock code:1608)

Mr. CHIU Wai Keung, aged 56, is an Independent Non-executive Director appointed on 15 August
2011. He obtained a Higher Certificate of Electronic Engineering from The Hong Kong Polytechnic
University. Mr. Chiu currently is the General Manager of a medical science and technology company
in the PRC.

Mr. POON Wing Chuen, aged 51, is an Independent Non-executive Director appointed on 30 June
2015. He is currently the Chief Financial Officer of a real estate development company listed on the
Stock Exchange. Mr. Poon has over 25 years of experience in accounting and financial management.
Mr. Poon obtained a professional diploma in accountancy from City University of Hong Kong. He is
a fellow member of Association of Chartered Certified Accountants. In the three years preceding the
Latest Practicable Date, Mr. Poon did not hold any directorship in any other listed companies.
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REPORT OF DIRECTORS

The Directors of the Company (“Directors”) submit herewith their annual report together with the
audited consolidated financial statements for the year ended 31 March 2017.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and the principal activities of its
subsidiaries are set out in Note 39 to the consolidated financial statements. There were no
significant changes in nature of Group’s principal activities during the year.

SEGMENT INFORMATION

An analysis of the Group’s consolidated revenue and contribution to operating profit for the year by
principal activities is set out in Note 9 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 March 2017 and the state of the affairs of the Group
at that date are set out in the consolidated financial statements on pages 36 to 99.

The Directors proposed to declare a final dividend of HK1.0 cent per ordinary share for the year
ended 31 March 2017, which will be subject to approval by our Shareholders at the forthcoming
annual general meeting (“AGM”) of our Company to be held on Wednesday, 2 August 2017. If
approved, in order to determine Shareholders who are qualified for the proposed final dividend,
the Register will be closed on 9 August 2017, and the proposed final dividend will be paid to our
Shareholders on or before 16 August 2017.

PRINCIPAL SUBSIDIARIES

Particulars of the principal subsidiaries of the Company as at 31 March 2017 are set out in Note 39
to the consolidated financial statements.

PLANT AND EQUIPMENT

Details of the movements in plant and equipment of the Group are set out in Note 17 to the
consolidated financial statements.

BORROWINGS

Particulars of bank loans of the Group are set out is Note 28 to the consolidated financial
statements.

RESERVES

Movements in the reserves of the Group and of the Company during the year are set out in
consolidated statement of changes in equity on page 39 and Note 31(b) to the consolidated
financial statements respectively.
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DISTRIBUTABLE RESERVES

At 31 March 2017, the Group’s reserve available for distribution, calculated in accordance with the
Companies Law of Cayman Islands, amounted to approximately HK$222.1 million. This includes the
Company’s share premium in the amount of approximately HK$130.9 million at 31 March 2017, which
may be distributable provided that immediately follow the date on which the dividend is proposed to
be distributed, the Company will be in a position to pay off its debts as and when they fall due in the
ordinary course of business.

DONATION

The Group’s charitable and other donations during the year amounted to HK$436,000 (2016:
HK$366,000). No donations were made to political parties.

SHARE CAPITAL

Details of the movements in share capital of the Company during the year, together with reasons
therefore, are set out in Note 30 to the consolidated financial statements.

SUMMARY OF FIVE YEAR FINANCIAL INFORMATION

A summary of the results and of the assets and liabilities of the Group for last five financial years is
set out on page 100.

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of revenue for the year attributable to the Group’s major customers is as follows:

— the largest customer 15%
— five largest customers combined 36%

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

The Group had no major supplier due to the nature of principal activities of the Group.

DIRECTORS

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

Mr. Alexis Ventouras (Chairman)

Mr. Kwok Kin Chung (Chief Executive Officer)
Mr. Lau Kin Hon

Ms. Yu Linda

Mr. Au Yeung Tai Hong Rorce*

Mr. Chiu Wai Keung*

Mr. Poon Wing Chuen*

*

Independent Non-executive Director

In accordance with the provisions of the Company’s Articles of Association and to comply with the
Corporate Governance Code as set out in Appendix 15 of the GEM Listing Rules, Mr. Kwok Kin
Chung, Mr. Lau Kin Hon, Ms. Yu Linda and Mr. Poon Wing Chuen will retire at the forthcoming AGM
by rotation and, being eligible, offer themselves for re-election.

CL GROUP (HOLDINGS) LIMITED  Annual Report 2017



REPORT OF DIRECTORS

BIOGRAPHICAL DETAILS OF DIRECTORS

Biographical information of the Directors of the Group are set out on page 20 of this annual report.

CHANGE IN INFORMATION OF DIRECTORS

There is no change in the information of Directors since the publication of the 2016 Annual Report
pursuant to the Rule 17.50B of the GEM Listing Rules.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITION IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 March 2017, save for the interest of the directors in share options as below, neither of the
Directors nor the Chief Executive of the Company had interests and short positions in the shares
of the Company (“Shares”), underlying shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities and Futures Ordinance (Chapter 571,
Laws of Hong Kong) (“SFO”) which (i) are required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which they are taken or deemed to have under such provisions of the SFO); or (ii) were recorded
in the register required to be kept under Section 352 of the SFO, or (iii) have to be notified to the
Company and the Stock Exchange pursuant to the required standards of dealing by directors as
referred to in Rule 5.46 of the GEM Listing Rules.

LONG POSITION IN SHARES, UNDERLYING SHARES OF THE COMPANY
Share Option

As at 31 March 2017, details of the share options granted under the Share Option Scheme are as
follows:

Options to Subscribe for Shares of the Company

Outstanding Option Approximate

Date of Outstanding Granted  Exercised Lapsed  Adjustment asat exercise Exercise  percentage

grant asat  duringthe  duringthe  during the on Bonus 31 March Period price of

Director (dd/mm/yyyy) 1 April 2016 period period period Issue 2017 (dd/mmlyyyy)  per share* shareholding

Kwok Kin Chung ~ 09/04/2014 10,000,000 — — — 10,000,000 20,000,000 09/04/201410  HK$0.2275 0.91%
08/04/2023

Yu Linda 09/04/2014 10,000,000 — - — 10,000,000 20,000,000 09/04/2014t0  HK$0.2275 0.91%
08/04/2023

Lau Kin Hon 09/04/2014 10,000,000 — — — 10,000,000 20,000,000 09/04/201410  HK$0.2275 0.91%
08/04/2023

Total 30,000,000 — — — 30,000,000 60,000,000 2.73%

# The exercise price of the share options is subject to adjustment in the case of bonus issues, or other similar Company’s

capital reorganisation.
note:

The above share options were granted pursuant to the Company’s share option scheme adopted on 22 February 2011.

Save as disclosed above, none of the Directors or the Chief Executives of the Company had any
interest or short positions in any shares, underlying shares or debentures of the Company or any of
its associated corporations at 31 March 2017.
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DIRECTORS’ SERVICE CONTRACTS

Each of the independent non-executive Directors has entered into a service contract with the
Company for an initial term of one year renewable for the year upon the expiration of the initial term
and each subsequent one year term subject to termination in certain circumstance as stimulated in
the relevant service contracts.

No Director has a service contract with the Company which is for a duration that may exceed 3 years
or which requires the Company to, in order to terminate such contract, give a notice period of more
than 1 year or pay compensation or make other payment equivalent to more than 1 year's emolument.

As at 31 March 2017, none of the Directors who are proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company which is not determinable within
one year without payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Company’s business to which the Company, its holding
company, subsidiaries or fellow subsidiaries was a party and in which any Directors of the Company
had a material interest, whether directly or indirectly, subsisted at the end of the year or at any time
during the year.

APPOINTMENT OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received, from each of the independent non-executive Directors, an annual
confirmation of his independence pursuant to Rule 5.09 of the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited. The Company considers all of the
independent non- executive Directors are independent.

EMOLUMENT POLICY

The Company’s policy concerning the remuneration of the Directors is that the amount of
remuneration is determined by reference to the relevant Director’'s experience, responsibilities,
workload and the time devoted to the Group.

Employees’ remuneration is determined based on the individual’s qualification, experience, position,
job responsibility and market conditions. Salary adjustments and staff promotion are based on
evaluation of staff performance by way of annual review, and discretionary bonuses would be paid to
staff with reference to the financial performance of the Group of the preceding financial year.

The Company has adopted a Share Option Scheme as an incentive to Directors and eligible
employees. Details of the scheme is set out in Note 32 to the consolidated financial statements.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Apart from as disclosed under the paragraph headed “Directors’ and Chief Executives’ interests and
short positions in shares, underlying shares and debentures” above and the “Share option scheme”
below, at no time during the year have rights to acquire benefits by means of the acquisition of
shares in or debentures of the Company or any other body corporate granted to any director or their
respective spouse or children under 18 years of age, or were any such rights exercised by them; or
was the Company or any of its subsidiaries a party to any arrangement to enable the directors, their
spouse or children under 18 years of age to acquire such rights in any other body corporate.
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SHARE OPTION
Share Option Scheme

The Company has two share option schemes namely, the pre-IPO share option scheme (the “Pre-
IPO Share Option Scheme”) and the share option scheme (the “Share Option Scheme”) which were
adopted on 22 February 2011.

(i) Pre-IPO Share Option Scheme

The Company has adopted the Pre-IPO Share Option Scheme on 22 February 2011 under which
the Company has conditionally granted options to certain Directors, senior management and
employees of the Group to purchase shares of the Company with an exercise price equal to the
offer price as defined in the prospectus of the Company dated 28 February 2011.

There are no share options granted, cancelled or lapsed, exercise and outstanding under the
Pre-IPO Share Option Scheme as at 31 March 2017.

(ii) Share Option Scheme

The Company adopted the Share Option Scheme on 22 February 2011, which was approved
by the shareholders’ written resolutions, is valid and effective for a period of 10 years, the
remaining life of the Share Option Scheme is 4 years. It is established to attract and retain the
best available personnel, to provide additional incentive to employees (full-time and part-time),
directors, consultants, advisers, distributors, contractors, suppliers, agents, customers, business
partners and service providers of the Group and to promote the success of the business of
the Group. Pursuant to the Share Option Scheme, the Board may, at its discretion and on
such terms as it may think fit, offer to grant an option to any employee (full-time or part-time),
director, consultant or adviser of the Group, or any substantial shareholder of the Group, or
any distributor, contractor, supplier, agent, customer, business partner or service provider of
the Group. An offer for the grant of share options must be accepted within 7 days inclusive of
the day on which such offer was made. The amount payable by the grantee of an option to the
Company on acceptance of the offer for the grant of an option is HK$1.

As at 31 March 2017, the total number of shares in respect of which share options may be
granted under the Share Option Scheme is not permitted to exceed 110,000,000 shares,
representing 5% of the total number of shares of the Company as at 31 March 2017.

Under the Share Option Scheme, the Company may grant to directors (the “Directors”) and
employees of the Group and any other persons who, in the sole discretion of the Board, have
contributed or will contribute to the Group which options granted shall be immediately vested.
The maximum number of shares to be issued upon exercise of all outstanding options granted
and yet to be exercised under the share option scheme and any other share option scheme of
the Company must not in aggregate exceed 30% of the total number of shares in issue from time
to time.

The total number of shares which may be issued upon exercise of all options to be granted
under the share option scheme and any other share option scheme of the Company must not in
aggregate exceed 10% of the shares in issue at the date of the passing of the relevant ordinary
resolution. If any option is to be granted to connected person(s), it must be approved by
independent non-executive directors or independent shareholders as the case may be.
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The total number of shares issued and which may fall to be issued upon exercise of the options
granted under the Share Option Scheme to eligible participants in any 12 months' period up to
the date of grant shall not exceed 1% of the Shares in issue as the date of grant. Any further
grant of options in excess of this 1% limit shall be subject to the approval of shareholders in a
general meeting.

The subscription price of a Share in respect of any particular option granted under the Share
Option Scheme shall not be less than the highest of: (i) the closing price of the Shares as stated
in the Stock Exchange’s daily quotation sheets on the date of grant; (ii) the average of the
closing prices of the Shares as stated in the Stock Exchange’s daily quotation sheets for the five
trading days immediately preceding the date of grant; or (iii) the nominal value of a Share.

The total number of shares in respect of which share options granted under the Share Option
Scheme as at 31 March 2017 and not yet exercised was 100,000,000 which represented
approximately 4.55% of the issued share capital of the Company as at 31 March 2017.

As at 31 March 2017, details of the share options granted under the Share Option Scheme are

as follows:
Changes during the period

Balance

Exercise Balance Adjustment as at

price Exercisable as at Cancelled/ on Bonus 31 March

Granted Date of Grant per share period 1 April 2016 Granted Exercised lapsed Issue 2017
(dd/mmfyyyy) HKS (dd/mm/yyyy)

Kwok Kin Chung, 09/04/2014 0.2275 09/04/2014- 10,000,000 — — — 10,000,000 20,000,000
Executive Director 08/04/2023

Yu Linda, 09/04/2014 0.2275 09/04/2014- 10,000,000 — — — 10,000,000 20,000,000
Executive Director 08/04/2023

Lau Kin Hon, 09/04/2014 0.2275 09/04/2014- 10,000,000 — — — 10,000,000 20,000,000
Executive Director 08/04/2023

Sub-total 30,000,000 — — — 30,000,000 60,000,000

Employees and 09/04/2014 0.2275 09/04/2014- 20,000,000 — — — 20,000,000 40,000,000
Other Participants 08/04/2023

Total 50,000,000 — — — 50,000,000 100,000,000

Weighted average exercise price 0.455 — — — 0.2275 0.2275
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REPORT OF DIRECTORS

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

As at 31 March 2017, according to the register of interests kept by the Company under Section 336
of the SFO, the following parties (in addition to those disclosed above in respect of the Directors and
Chief Executive of the Company) had interests or short positions in the shares or underlying shares
of the Company which were required to be recorded in the register and/or were directly or indirectly
interested in 5% or more of the issued share capital carrying rights to vote in all circumstances at
general meetings of any other members of the Group:

Long position in shares of the Company

Approximate

Number percentage
Name of shareholder of shares holding
Zillion Profit Limited 1,500,000,000 68.18%
Ms. Au Suet Ming Clarea (note i) 1,500,000,000 68.18%

note:

(i) Ms. Au Suet Ming Clarea is deemed to be interested in 1,500,000,000 shares through her controlling interest (100%) in
Zillion Profit Limited.

Save as disclosed above, as at 31 March 2017, the Directors are not aware of any other persons
who had interests or short positions in the shares or underlying shares of the Company which were
interested in 5% or more of the issued share capital carrying rights to vote in all circumstances at
general meetings of any other members of the Group or any persons (not being a Director) have
interests or short positions in the shares or underlying shares of the Company which would fall to be
disclosed to the Company under the provisions in Divisions 2 and 3 of Part XV of the SFO.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of
the business of the Company or its subsidiaries were entered into or existed during the year.
RETIREMENT BENEFIT SCHEME

Particulars of the retirement benefit scheme of the Group are set out in Note 33 to the consolidated
financial statements.

ENVIRONMENTAL POLICY

The Group supports environmental protection, implements green office practices and promotes
green awareness within the company. Such measures include the using of energy-saving lightings
and recycled paper, minimising the use of paper, reducing energy consumption by switching off idle
lightings, computers and electrical appliances.

TAX RELIEF

The Company is not aware of any relief from taxation available to the Shareholders by reason of their
holding of the Shares.

PERMITTED INDEMNITY PROVISION

The Company maintained Directors’ liability insurance to protect them from any loss to which the
Directors of the Company might be liable arising from their actual or alleged misconduct.
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REPORT OF DIRECTORS

CONNECTED TRANSACTIONS AND CONTINUING CONNECTED TRANSACTIONS
Non-exempt One-off Connected Transactions

For the year ended 31 March 2017, the Company has not entered into any non-exempt one-off
connected transactions which were subject to the reporting, annual review, announcement and/or
independent shareholders’ approval requirements under the GEM Listing Rules.

Non-exempt Continuing Connected Transactions

For the year ended 31 March 2017, the Company has not entered into any connected transaction or
continuing connected transaction which should be disclosed pursuant to the requirements of GEM
Listing Rules.

Significant related party transactions entered by the Group during the year as disclosed in Note 38(a)
to the consolidated financial statements, constitute connected transactions under the GEM Listing
Rules.

CONFIRMATION OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The independent non-executive Directors have reviewed the above continuing connected
transactions and confirmed that these transactions have been entered into:

(i) in the ordinary and usual course of business of the Group;

(i) on normal commercial terms or on terms no less favourable to the Group than terms available to
independent third parties (as defined under the GEM Listing Rules); and

(iii) in accordance with the relevant agreements governing them on terms that are fair and
reasonable and in the interests of the shareholders of the Company as a whole.

Save as disclosed above, no contracts of significance to which the Company or its subsidiaries
or holding company or a subsidiary of the Company’s holding company is a party and in which a
Director of the Company had a material interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.

DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

For the year ended 31 March 2017, the Directors are not aware of any business or interest of the
Directors, the controlling shareholder(s) of the Company and their respective close associates (as
defined under the GEM Listing Rules) that compete or may compete with the business of the Group
and any other conflict of interest which any such person has or may have with the Group.

NON-COMPETITION UNDERTAKING

Each of Ms. Au, Zillion Profit Limited, Mr. Kwok Kin Chung, Mr. Lau Kin Hon and Ms. Yu Linda
as covenantor (each a “Covenantor”, collectively, “Covenantors”) entered into a deed of non-
competition dated 25 February 2011 in favour of the Company and its subsidiaries (the “Deed of
Non-competition”).

The Company has received from each of the Covenantors an annual confirmation on the compliance
of the non-competition undertaking under the Deed of Non-competition (the “Undertaking”). The
independent non-executive Directors have reviewed the compliance of the Undertaking from the
Covenantors and evaluated the effectiveness of the implementation of the Deed of Non-competition,
and were satisfied that the Covenantors have complied with the Undertaking.
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REPORT OF DIRECTORS

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the
Company’s listed securities during the year ended 31 March 2017.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s Articles of Association and there is
no restriction against such rights under the laws of the Cayman Islands.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company as at the date of this report, the
Company has maintained the prescribed public float under the GEM Listing Rules.

AUDITOR

The consolidated financial statements for the year ended 31 March 2017 were audited by HLM CPA
Limited who will retire and, being eligible, offer themselves for re-appointment. A resolution will be
submitted at the forthcoming annual general meeting of the Company to re-appoint HLM CPA Limited
as independent auditor of the Company.

On behalf of the board

Alexis Ventouras
Chairman

Hong Kong, 27 June 2017
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INDEPENDENT AUDITOR'’'S REPORT

— = 2— = Room 305, Arion Commercial Centre
‘La—/%/g‘ é-]. gff’ /fTi]‘ F&jl\\ a 2-12 Queen’s Road West, Hong Kong.
A#L KA H2-1250RBEH £ F 0305

HLM CPA LIMITED Tel & 3%: (852) 3103 6980

. ) Fax 4% 5L: (852) 3104 0170
Certified Public Accountants E-mail & #: info@hlm.com.hk

TO THE MEMBERS OF CL GROUP (HOLDINGS) LIMITED
EXNER)BRAF

(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of CL Group (Holdings) Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”) set out on pages 36 to
99, which comprise the consolidated statement of financial position as at 31 March 2017, and the
consolidated statement of profit or loss and other comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated
financial position of the Group as at 31 March 2017, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA”) and have been properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS OF OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs”) issued
by the HKICPA. Our responsibilities under those standards are further described in the Auditor’'s
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We
are independent of the Group in accordance with the HKICPA’'s Code of Ethics for Professional
Accountants (“the Code”), and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements of the current year. These matters were addressed
in the context of our audit of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.
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INDEPENDENT AUDITOR'S REPORT

KEY AUDIT MATTERS (Continued)
Impairment assessment of trade and loans receivables

Impairment allowances are estimated by management once objective evidence of impairment
becomes apparent. Management exercises judgement in determining the quantum of loss based on a
range of factors which include available remedies for recovery, the financial situation of the borrower
and the valuation of collaterals held.

We identified impairment of trade and loans receivables as a key audit matter because of the inherent
uncertainty and management judgement involved in determining impairment allowances and because
of its significance to the financial results and capital of the Group.

How the matter was addressed in our audit
Our audit procedures to assess impairment of trade and loans receivables included the following:

— assessing the design, implementation and operating effectiveness of key internal controls relating
to the approval, recording and monitoring of loans and advances to customers and collateral
shortfalls and the measurement of impairment allowances for trade and loans receivables;

— comparing the total balance of the loans report, which contains information of loan balances and
the value of collaterals used by management for the measurement of impairment allowances,
with the general ledger and comparing individual loan information, on a sample basis, with
underlying documentation of loans to customers;

— evaluating, on a sample basis, management’'s assessment of impairment allowances by
comparing the valuation of collaterals held as recorded in the loans report to available data and
comparing management’s assessment of impairment allowances to historical losses;

— verifying the balances of trade receivables by requesting and receiving confirmations on a
sample basis; and

— assessing, on a sample basis, the recoverability of the outstanding receivables through our
discussion with management and with reference to credit profile of the customers (include
secured loans and unsecured loans), available data, information and the latest correspondence
with customer and checking subsequent settlements.

Based on the audit procedures performed, we considered the Group’s judgement and assumptions
used in the impairment assessment is supported by the available evidence.
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KEY AUDIT MATTERS (Continued)
Revenue recognition

The main business for the Group are brokerage business, corporate finance business and interest
income.

Revenue from the brokerage business principally comprised brokerage commission income which
is recognised on a trade date basis. Revenue from the corporate finance business principally
comprised underwriting commission, placing income and financial advisory fees. Revenue from
interest income principally comprised margin and loans interest income from the customers.

We identified the recognition of revenue as key audit matter because revenue is one of the key
performance indicators of the Group and is quantitatively significant to the consolidated statement of
profit or loss and other comprehensive income. There is an inherent risk that revenue is not properly
recorded or recognised in the correct accounting record.

How the matter was addressed in our audit
Our audit procedures to assess the recognition of revenue included the following:
— assessing the design, implementation and operating effectiveness of key internal controls

relating to revenue recognition, including brokerage business transactions, deal approval,
invoicing and journal entry approval;

— comparing details of journal entries raised during the current year which affected revenue from
the brokerage business with underlying documentation on a sample basis;

— performing the following procedures to assess the recognition of revenue for a sample of
specific revenue transactions recorded during the current year:

(a) testing, on a sample basis, the invoices, service agreements and evaluating whether
revenue was recognised in accordance with the invoices date, the terms of the service
agreements, relevant documentation and the Group’s revenue recognition policies with
reference to the requirements of the prevailing accounting standards;

(b) testing a sample of loan transactions documentation to validate whether a loan transaction
had occurred by matching outgoing cash to recorded loan receivable;

(c) performing analytical audit procedures to assess whether the interest income was in line
with the expected level; and

(d) testing, on a sample basis, transaction on either side of the year end date to assess
whether the transactions were recognised in the correct accounting period.
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INDEPENDENT AUDITOR'S REPORT

KEY AUDIT MATTERS (Continued)
Impairment assessment of income right

We identified impairment of income right as a key audit matter because of the size of the income
right (HK$21 million at 31 March 2017), represents 7.18% of the total assets (note 18 of the financial
statements).

Management has assessed the fair value of the income right with reference to the valuation report
performed by an independent professional valuer. The valuation of income right was subject to
significant judgement and estimation by the management.

How the matter was addressed in our audit

Our audit procedures to assess impairment of intangible assets included the following:
— evaluating the directors’ impairment assessment for the income right;
— assessing the principles and the valuation model adopted;

— assessing the Group’s key assumptions for the cash flow projections, with reference to internally
and externally derived sources and taking into account the Group’s historical forecasting
accuracy; and

— evaluating the independent external valuer's competence, capabilities and objectivity.

We considered the valuation model and assumptions made by the management and the external
valuer reasonable. We considered the disclosures in note 18 to the consolidated financial statements
to be appropriate.

OTHER INFORMATION

The directors of the Company are responsible for the other information. The other information
comprises the information included in the annual report, but does not include the consolidated
financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.
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INDEPENDENT AUDITOR'S REPORT

RESPONSIBILITIES OF DIRECTORS AND THOSE CHARGED WITH GOVERNANCE FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

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

In preparing the consolidated financial statements, the directors of the Company are responsible
for assessing the Group’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting
process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion solely to you, as a body, in accordance with our agreed
terms of engagement and for no other purpose. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated financial statements.

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

— identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control,

— obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control,

— evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors;

— conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention
in our auditor’s report to the related disclosures in the consolidated financial statements or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going concern;
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INDEPENDENT AUDITOR'S REPORT

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

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

— evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation; and

— obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements of the current year
and are therefore the key audit matters. We describe these matters in our auditor’s report unless law
or