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Financial Highlights

MRRE

Year ended 31 December
BZEZ12A318LLFE

2018 2017 Change
2018 £ 20174 &
$'000 $'000
F#ET FAT
Revenue A 453,827 1,250,706 478,354 (64%)
Profit from operations BRI 8,693 43,900 56,545 (80%)
(Loss)/profit before PR i #R A
non-controlling interests (F518) /&l (26,616) (166,086) 36,132 (84%)
Non-controlling interests FEIZERR A A (118) (867) - (86%)
(Loss)/profit attributable to RATERERE
equity shareholders PE1L (&) 5
of the Company (26,498) (165,219) 36,132 (84%)
(Loss)/earnings per share BR (B8) BA
Basic (HK$) YNG9 (0.011) (0.069) 0.017 (84%)
Diluted (HK$) 58 (087) (0.011) (0.073) 0.001 (85%)
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Dear Shareholders,

On behalf of the board (the “Board”) of directors (“Directors”) and the
management of Sheen Tai Holdings Group Limited (the “Company”,
together with its subsidiaries, the “Group”), | am pleased to present the
annual report of the Group for the year ended 31 December 2018 (the
“Year").

Under the leadership of the Board and senior management, we have
withstood the pressure of the highly competitive films market and
successfully expanded our sales channels. The number of customers had
increased by 10% during the Year. Manufacturing and sales of BOPP
films recorded revenue of approximately RMB342.0 million. However,
due to the increase of prices of raw materials including polypropylene,
the net profit of this segment dropped to RMB1.8 million compared
to the year ended 31 December 2017. At present, the domestic BOPP
film manufacturing enterprises are in challenging position. Under the
current situation of continuous expansion of production capacity as well
as increasingly sharp supply and demand paradox, the BOPP industry is
expected to face greater challenges, which will diversify the industry in
the future. While expanding the existing business and increasing the film
production, each medium-size film factory should consider the diversity of
products and improve the competitiveness of products with attention to
the development of high-end films such as functional film. The effective
negotiation of the Sino-US trade war has also stabilized the commodity
market and exchange rate, which is positive to the stability of the BOPP
raw material market in 2019.

We successfully completed a construction of photovoltaic power station
with approval for on — grid connection in June 2018. The amount of
our all power generation rose by 10% compared to the year ended 31
December 2017. Following the new photovoltaic policy published on 31
May 2018, the industry faced a downward pressure. The reduction of
subsidies further depressed the prices of raw materials which accelerated
the process of grid parity proposed by the 13th Five-Year Plan. In the
future, we will ensure the safe production and continue to evaluate
potential power station construction investment opportunities. At the
same time, we will conduct research and explore possible opportunities
on the Agriculture - Photovoltaic power station project and fishery
Photovoltaic projects.

Finally, on behalf of the Board, | would like to express my thankfulness
and appreciation to my fellow Directors, management team and all the
staff members of the Group for their contributions and hard work during
the Year. | would also like to extend my most sincere gratitude to all our
share holders and business partners for their continuous supports.

Guo, Yumin
Chairman

Hong Kong, 29 March 2019
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OVERVIEW

For the Year, the Group recorded a decrease in revenue as compared
to the year ended 31 December 2017. However, the Group recorded
a decrease in net loss compared to the year ended 31 December 2017
as the Group made an impairment loss of HK$217.5 million in the
subsidiaries mainly engaged in the cloud-related business during the
year ended 31 December 2017 but no such significant impairment loss
repeated during the Year.

RESULTS OF OPERATION
REVENUE

The principal activities of the Group include manufacturing and sales of
BOPP films, sales of sub-processing cigarette films, properties development
and related services, generation of photovoltaic power and cloud-related
business. Our revenue is mainly generated from the sales of goods sold
excluding returns, discounts, value added taxes and other sales taxes.
During the Year, our revenue decreased by approximately HK$796.9
million, or approximately 63.7%, from approximately HK$1,250.7 million
to approximately HK$453.8 million. The decrease was mainly due to the
decrease in revenue from properties development as most of the revenue
had been realised in 2017. Details can be found as follows:

Manufacturing and sales of BOPP films

The revenue generated from manufacturing and sales of BOPP films
increased by approximately 7.5%, from approximately HK$318.1 million
for the year ended 31 December 2017 to approximately HK$342.0 million
for the Year.

Sales of sub-processing cigarette films

During the Year, the Group recorded a decrease in revenue generated
from the sales of sub-processing cigarette films. This was mainly due to
(i) the decrease of the sales of our anti-counterfeiting cigarette films by
approximately 6.8%, from approximately HK$50.3 million for the year
ended 31 December 2017 to approximately HK$46.9 million for the Year;
and (i) the sales of our slitting imported cigarette films has decreased by
approximately 84.1%, from approximately HK$20.1 million for the year
ended 31 December 2017 to approximately HK$3.2 million for the Year,
both primarily due to the decrease in customers’ orders resulting from the
keen competition in the PRC.

8 Sheen Tai Holdings Group Company Limited
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Properties development and related services

The revenue generated from this segment during the Year was mainly
from the sale of properties. There is no new properties project developed
for the Year. All related properties development revenue was generated
from sales of remaining inventory of previous property project, which
contributed approximately HK$7.8 million to the Group and properties
related services generated approximately HK$2.6 million during the Year.

Generation of photovoltaic power

For the Year, the Group has three photovoltaic power stations that are in
operation, with a total grid-connected capacity of 40 megawatts (“MW").
Total amount of power generation rose from 43.9 million kwh to 48.1
million kwh. The revenue generated from this segment increased by
approximately 10.3%, from approximately HK$45.5 million for the year
ended 31 December 2017 to approximately HK$50.2 million for the Year,
which was primarily due to the completion of construction of the third
photovoltaic power station and that the power station has been put into
operation in June 2018.

Cloud-related business

The revenue generated from this segment amounted to approximately
HK$ 1.2 million for the Year. The Company signed a third supplemental
agreement with Bloom Shine Investments Limited to terminate issuance
of convertible bonds in September 2018. The Company entered into the
termination cooperation agreement with Guang He Hui Yun in relation to
the operation and maintenance of the cloud platforms. For more details,
please refer to the announcement of the Company dated 26 September
2018. The Company is now actively seeking for cloud-related business
partners and opportunities in the PRC.

GROSS PROFIT

Our gross profit decreased by approximately HK$40.7 million, or
approximately 26.1%, from approximately HK$156.1 million for the year
ended 31 December 2017 to approximately HK$115.4 million for the
Year. The decrease is due to the increase in the price of raw materials
of manufacturing films such as polypropylene material. Our gross profit
margin increased from approximately 12.5% for the year ended 31
December 2017 to approximately 25.4% for the Year. The increase in
gross profit margin was mainly due to the less impact from low property
construction profit margin for the Year.

Management Discussion and Analysis
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DISTRIBUTION COSTS

Our selling and distribution expenses decreased by approximately HK$2.7
million, or approximately 12.9%, from approximately HK$21.0 million for
the year ended 31 December 2017 to approximately HK$18.3 million for
the Year. The decrease was due to the reduction in advertising and selling
expenses for the sales of our remaining properties located in Xuzhou,
Jiang Su Province, the PRC.

ADMINISTRATIVE EXPENSES

Our administrative expenses decreased by approximately HK$6.9 million,
or approximately 7.3%, from approximately HK$94.1 million for the
year ended 31 December 2017 to approximately HK$87.2 million for the
Year due to the cost tightening control measures implemented by the
Company during the Year.

IMPAIRMENT LOSS

During the Year, the Group recorded an impairment loss of approximately
HK$19.4 million in the cloud-related business sector. The impairment loss
represented decrease in value on property, plant, and equipment in this
section. There is no impairment of goodwill and intangible assets recorded
for the Year.

FINANCE COSTS

The finance costs decreased by approximately HK$0.3 million from
approximately HK$8.5 million for the year ended 31 December 2017 to
approximately HK$8.2 million for the Year.

INCOME TAX

Our income tax increased from a negative amount of approximately
HK$16.1 million for the year ended 31 December 2017 to a positive
amount of approximately HK$7.7 million for the Year, as less impairment
loss on the cloud-related business was recorded for the Year.

Sheen Tai Holdings Group Company Limited
Annual Report 2018
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LOSS ATTRIBUTABLE TO THE SHAREHOLDERS OF THE
COMPANY

As a result of the foregoing factors, the Group recorded a loss attributable
to equity shareholders of the Company of approximately HK$26.5 million
for the Year as compared to a loss attributable to equity shareholders
of the Company of approximately HK$165.2 million compared to the
year ended 31 December 2017. This was mainly due to a significant
impairment loss amounted to HK$217.5 million incurred in cloud-related
business sector during the year ended 31 December 2017 as compared
with approximately HK$19.4 million impairment loss on property, plant
and equipment in this sector for the Year.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2018, the cash and cash equivalent of the Group
amounted to approximately HK$185.4 million (which were denominated
in HK$, RMB and US$) as compared with approximately HK$274.3 million
as at 31 December 2017, representing a decrease of approximately
HK$88.9 million. Such decrease was mainly due to the Group’s net cash
inflow of operating activities, net cash outflow of investment activities and
net cash inflow of financing activities that amounted to approximately
HK$15.8 million, approximately HK$86.1 million and approximately
HK$4.8 million respectively.

BORROWING AND GEARING RATIO

Total interest-bearing borrowings of the Group as at 31 December 2018
amounted to approximately HK$159.6 million (as at 31 December 2017:
approximately HK$178.6 million) which were denominated in HK$, RMB
and US$, of which approximately HK$159.6 million were current interest-
bearing borrowings (as at 31 December 2017: HK$178.6 million) and
nil was non-current interest-bearing borrowings (as at 31 December
2017: nil). The Group’s gearing ratio, measured by net debt divided by
shareholders’ equity at the end of the Year and multiplied by 100%,
decreased from -10.7% on 31 December 2017 to -4.2% on 31 December
2018. The increase in the gearing was primarily due to decrease in cash
and cash equivalents.

EXPOSURE TO FLUCTUATION IN EXCHANGE RATE

For the Year, the Group was exposed to currency risk primarily through
sales and purchases made by the subsidiaries of the Company located
in the PRC which gave rise to receivables, and payables that were
denominated in US$. Currently, the Group has no hedging policy with
respect to the foreign exchange exposure.
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Management Discussion and Analysis
EEEN R D

As the functional currency for all subsidiaries in the PRC are RMB, these
subsidiaries were not exposed to any currency risks due to the exchange
rate movement of RMB during the Year. For subsidiaries established
outside the PRC, they had no material financial assets and liabilities
denominated in RMB. Accordingly, the Group’s exposure to RMB risk is
insignificant.

CAPITAL EXPENDITURE

During the Year, the Group’s total capital expenditure amounted to
approximately HK$69.2 million which was mainly used in the construction
of the third photovoltaic power stations which amounted to approximately
HK$63.8 million.

CHARGE ON ASSETS

As at 31 December 2018, the Group has pledged its lease prepayments,
machinery and building that held for its own use with a net book value of
approximately HK$124.5 million (as at 31 December 2017: approximately
HK$143.4 million) and trade receivable approximately HK$37.6 million (as
at 31 December 2017: Nil) for the purpose of securing loans with carrying
value of approximately HK$85.4 million (as at 31 December 2017:
approximately HK$48.0 million).

SUBSEQUENT EVENTS

Save as disclosed above, there is no significant event after the Year up to
the date of this report.

SIGNIFICANT INVESTMENT, MATERIAL ACQUISITIONS
AND DISPOSALS

During the Year, Xuzhou Shuntai New Energy Power Generation Co., Ltd.
(% N I8 2= %7 82 )R % T H R 2 &)), an indirect wholly-owned subsidiary
of the Company, obtained an approval from Xuzhou Development and
Reform Commission (#RMTEERE M FEZ E @) for the construction of a
new photovoltaic power stations. In June 2018, the Company has already
safely completed the construction of the photovoltaic power stations and
a management team was assigned to operate the photovoltaic power
stations. The total investment for the project is approximately HK$63.8
million.

CONTINGENT LIABILITIES

As at 31 December 2018, the Group did not have any significant
contingent liabilities.
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HUMAN RESOURCES

As at 31 December 2018, the Group employed approximately 317
employees (as compared with 352 employees on 31 December 2017)
with total staff cost of approximately HK$56.3 million. The Group’s
remuneration packages are generally structured with reference to market
terms and individual merits. The Company has also adopted a pre-IPO
share option scheme and a share option scheme to provide incentive or
reward to high-calibre employees and attract human resources that are
valuable to the Group.

FINAL DIVIDEND

The Board does not recommend payment of any final dividend for the
Year (for the year ended 31 December 2017: Nil).

PROSPECTS

The prices of raw materials for the photovoltaic industry, including
monocrystalline silicon polysilicon, have fallen since early 2018. As costs of
power generation has fallen, it is more likely that the companies generate
sufficient profit in the era of grid parity but without heavily rely on the
subsidies from the PRC government. Although the Company currently
owns 3 photovoltaic power stations and has considerable management
experience in operating the power stations, we will still evaluate potential
investment projects objectively and make investment decisions based on
reasonable financial forecast.

The Company has all along regarded safety as a competitive advantage.
In order to ensure operational safety, our photovoltaic companies have
conducted network-related tests and safety inspections of security
equipment and emergency training and exercises to enhance employees’
safety awareness. In the future, we will continue to upgrade our
operational standards, safety, and enhance working environment and risk
control.

Looking back our BOPP film segment in 2018, we actively expanded sales
channel, and the number of customers has grown steadily. We expect the
industry’s Matthew effect to be magnified, and our Company will have
more pressure to compete in BOPP film products, especially food film
related products. While striving to further expand the BOPP film market,
we will endeavour to develop new products to strengthen our business
performance.

The Company will continue to explore and develop our Cloud Platform
business. Our Board still believes that the Cloud Platform business has
tremendous growth potential. We have already consulted cloud — related
experts and actively been seeking for opportunities in China cloud market.

Management Discussion and Analysis
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Management Discussion and Analysis
EEENWR O

TREASURY POLICY BYBUBUR

The Group has adopted a prudent financial management approach  ANEEE M EBE — AR BENMEEE HET - W
towards its treasury policies and thus maintained a healthy liquidity REEFEESEBENOTEBHESIAN - REBK A
position throughout the Year. The Group strives to reduce exposure to  B¥H4E Y H & PTG R IR bR IEE
credit risk by performing ongoing credit assessments and evaluations of ~ E[@E[g - ASIEREEEN  EE@FERAEER
the financial status of its customers. To manage liquidity risk, the Board — &IREBIE AN - UERAEEBEE - A& & HE &K
closely monitors the Group’s liquidity position to ensure that the liquidity — ERRENESEE R TR REEESET K -

structure of the Group’s assets, liabilities and other commitments can

meet its funding requirements from time to time.

CAPITAL COMMITMENTS BAREIE

As at 31 December 2018, the Group did not have any capital #2018 12 A31 H + 7N &= &30 £ (F 7] & A F 3 (A
commitments (as at 31 December 2017: Nil). 20174128318 : &) -

1 4 Sheen Tai Holdings Group Company Limited
Annual Report 2018



Biographies of Directors and Senior Management

Mr. Guo Yumin, aged 57, is the founder and chairman of the Company.
Mr. Guo was appointed as an executive Director on 22 June 2012.
Mr. Guo is responsible for the overall management and formulation of
business strategy of the Group.

Mr. Guo graduated from the distant-learning college of the School of
the Central Committee of Communist Party of China in 1988, majoring
in economic management. Since 1998, Mr. Guo has been engaging in
cigarette packaging business and established a strong business tie with
the senior members of some cigarette manufacturers. He brings extensive
business and management experience in commercial business to our
management team.

In 2005, Mr. Guo established Guangdong Province Jiangsu Chamber of
Commerce and he had been the chairperson for six consecutive years. In
2010, Mr. Guo established Shenzhen Xuzhou Chamber of Commerce and
has been its legal representative since then.

Mr. Guo is the spouse of Ms. Xia Yu, an executive Director.

ESkeREEEERE

Mr. Guo Yumin
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Biographies of Directors and Senior Management
EENSREEERERE

Ms. Xia Yu
\ BBzt

Ms. Xia Yu, aged 48, was appointed as an executive Director on 22 June 282+ - 485% - 2012566 A 22 BEZ X /T
2012. She is responsible for general management of the Group. EE - mBEREEN—RER -

Ms. Xia studied financial accounting (distant-learning) in Jiangsu B Z THTE X ERIER (A28 AR H M K
Commerce College (which was combined with other colleges to form  Z)ESRIEF 2 (GEERIZ) - M1992F6 A8 -
Yangzhou University) and graduated in June 1992. Ms. Xia has 20 EBEXZTHEBEREEBREEREEREENTBE
years of experience in the cigarette-related business, as well as business M7 EEAF 20 F4&£5 -

management and financial management in cigarette packaging business.

Ms. Xia is the spouse of Mr. Guo Yumin, an executive Director and a EXZTEHITERRARAIERKRE ERAENR
controlling shareholder of the Company. )
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Biographies of Directors and Senior Management

Mr. Zeng Xiangyang, aged 52, was appointed as an executive Director
on 1 January 2013. Mr. Zeng is responsible for the overall management
and business of the Group.

Mr. Zeng graduated from Zhejiang University with a Bachelor of Physic
degree in 1988 and obtained a Master degree of Materials Science from
Zhejiang University in 1991. Mr. Zeng possesses more than 19 years of
experience in the cigarette-related industry in the PRC and is familiar with
the practice of the tobacco market in the PRC.

EEREREEEREE

Mr. Zeng Xiangyang
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Biographies of Directors and Senior Management
EENSREEERERE

Ms. Fan Qing, aged 64, was appointed as an independent non-executive
Director on 22 June 2012. Ms. Fan has extensive experience in business
management and in-depth knowledge in the financial investment in both
the PRC and Hong Kong.

Ms. Fan received a master’s degree in business administration from the
Graduate School of Renmin University of China in 2000. She obtained
a certificate issued by the Shenzhen Stock Exchange after completing a
training course for the senior management member of a listed company
in the PRC. She had been serving as the vice-president of Shenzhen
Capital Group Co. Ltd. for nine years. Ms. Fan is currently the chairman
of the board of directors of an investment management company in
Shenzhen and the independent director of Shenzhen Terca Technology
Co., Ltd. (stock code: SZ002213), a company whose shares are listed on
the Shenzhen Stock Exchange.

Sheen Tai Holdings Group Company Limited
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Biographies of Directors and Senior Management

Mr. Fong Wo, Felix, BBS, JP, aged 68, was appointed as an independent
non-executive Director on 22 June 2012. Mr. Fong was admitted as a

barrister and solicitor in Ontario, Canada in 1980, a solicitor in England
and Wales in 1986 and in Hong Kong in 1987. He has practiced law for
over 30 years and is a member of the law societies of Hong Kong, Upper
Canada and England.

Mr. Fong received his engineering degree in Canada in 1974 and his
Juris Doctor degree from Osgoode Hall Law School in Toronto in 1978.
Mr. Fong is appointed by the Ministry of Justice of China as one of the
China-appointed Attesting Officers in Hong Kong. Mr. Fong is a member
of the Hong Kong Communications Authority. Mr. Fong is currently the
independent non-executive director of the following companies whose
shares are listed on the Main Board of The Stock Exchange of Hong Kong
Limited, Guangdong Land Holdings Limited (formerly known as Kingway
Brewery Holdings Limited) (stock code: 124), Greenland Hong Kong
Holdings Limited (formerly known as SPG Land (Holdings) Limited) (stock
code: 337), Evergreen International Holdings Limited (stock code: 238),
Xinming China Holdings Limited (stock code: 2699) and WuXi Biologics
(Cayman) Inc. (stock code: 2269). Mr. Fong is also an independent non-
executive director of Bank of Shanghai (Hong Kong) Limited. From May
2010 to May 2016, Mr. Fong was an independent non-executive director
of China Oilfield Services Limited (stock code: 2883), whose shares are
listed on the Stock Exchange and the Shanghai Stock Exchange. From
April 2011 to July 2018, He was an independent non-executive director of
China Investment Development Limited (stock code:204).

EERENEEREREE

Mr. Fong Wo, Felix
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Biographies of Directors and Senior Management
EENSREEEBERE

Mr. Lo Wa Kei, Roy, aged 47, was appointed as an independent
nonexecutive Director on 22 June 2012. Mr. Lo has extensive experience
in auditing, accounting and finance.

Mr. Lo received a bachelor's degree of business administration from the
University of Hong Kong in 1993 and a master's degree of professional
accounting from the Hong Kong Polytechnic University in 2000. He is a
certified public accountant, fellow member of the Hong Kong Institute
of Certified Public Accountants, a fellow member of CPA Australia and
an associate of the Institute of Chartered Accountants in England and
Wales. Mr. Lo is a practising accountant in Hong Kong, and has become
the managing partner of SHINEWING (HK) CPA Limited since 2014.
Mr. Lo is currently the independent non-executive director of Sun Hing
Vision Group Holdings Limited (stock code: 125), China Zhongwang
Holdings Limited (stock code: 1333), China Oceanwide Holdings
Limited (stock code: 715), Xinming China Holdings Limited (stock code:
2699), China Tonghai International Financial Limited (stock code: 952),
Wan Kei Group Holdings Limited (stock code: 1718) and G-Resources
Group Limited (stock code: 1051). Mr. Lo is also the member of the
Shanghai Pudong New Area Committee of the Chinese People's Political
Consultative Conference, the founding executive vice-president and
council member of the Hong Kong Independent Non-Executive Director
Association and the Divisional President 2019 — Greater China of CPA
Australia.
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Biographies of Directors and Senior Management

Senior Management

Mr. Dong Zhenghua, aged 63, graduated from a self-taught course
in Chinese literature from Nanjing Normal University in 1986, and
obtained the qualification certification as an economist in 1993. Mr. Dong
passed the uniform examination organized by the Chinese government
authorities and obtained the qualifications for enterprise legal adviser in
2003. Mr. Dong possesses extensive experience in advising and handling
corporate-related legal matters. Before joining the Group, Mr. Dong
graduated from a 2-year course in laws jointly organised by the China
University of Political Science and Law and the Open University of China
and obtained the qualification of intermediate professional manager as
approved by the Jiangsu Province Enterprise Professional Manager Training
& Certification Committee. Mr. Dong is currently the in-house legal
advisor of the Company and is responsible for advising on legal matters of
the Group.

Mr. Huang Bo, aged 53, graduated from a post-secondary part-time
course in economic management at Party School of Chinese Communist
Party of Shandong Province in 1996. From 1986 to 2003, Mr. Huang was
employed to work at the Qingdao municipal government in economic
and auditing fields. From 2004 to November 2009, Mr. Huang worked in
a packaging company and became the chief accounting officer in 2004.
In 2009, Mr. Huang was certified as an accreditation grade senior by
International Profession Certification Association. Mr. Huang joined the
Group since 2009 and has more than 13 years of experience in financial
management in cigarette packaging trading field.

Mr. Cao Yang, aged 38, graduated from The University of Sydney in
2006, with Master of Commerce with major in accounting. Mr. Cao
joined the Group since 2017 and acted as Group Chief Financial Officer.
Mr. Cao is an Australia CPA and has more than 12 years of experiences
in accounting and finance areas as a senior executive member with an
international background.

Mr. Guo Cheng, aged 33, was appointed as vice president of the Group,
studied in courses of international trade in RMIT University. Mr. Guo
has years of experience in investing and corporate management of the
cigarette packaging material industry. Mr. Guo is the son of Mr. Guo
Yumin, an executive Director and the step-son of Ms. Xia Yu, an executive
Director.

Ms. Tong Xiaomeng, aged 42, graduated from Jilin Railway Economic
School in 1996, majoring in financial accounting in transportation field.
In 2002, Ms. Tong passed the intermediate level of national examination
of department of finance in the PRC and was issued a certificate to certify
her qualification level in accountancy. Ms. Tong joined the Group in
2000, possesses extensive years of experience in accounting and financial
management.
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'?T Biographies of Directors and Senior Management

EENEREEREE

Mr. Yu Xiaofeng, aged 55, graduated from Zhejiang Institute of
Engineering (which is currently known as Zhejiang University of
Technology) with a bachelor’s degree of science in 1983. Mr. Yu joined the
Group in 2002 and is currently the director of Jiangsu Sheen Colour, and
also the general manager of Jiangsu Sheen Colour. Mr. Yu has extensive
experience in the technology aspect, production and facility management
of the printing related business. Mr. Yu was familiar with the technology
in connection with the printing of cigarette films and paper boxes.

Mr. Jiang Chang, aged 47, studied applied chemistry (distant-learning)
and graduated from Hubei University in 2000. Mr. Jiang has been engaged
in the packaging materials business for more than 10 years and has
been in-depth experience in the production facilities and the production
management in relation to the manufacturing of BOPP films, in particular,
films for cigarette packaging. Mr. Jiang joined the Group in 2010. He is
currently the general manager of Qingdao Ener and is responsible for its
operation of production process.

Mr. Wang Xuguang, aged 39, graduated from Laiyang Agricultural
College in 2004, majoring in accounting. He has a bachelor’s degree
in management. Mr. Wang jointed the Group in November 2011 and
is currently the chief financial officer of Qingdao Ener. Mr. Wang has
extensive experience in accounting and finance management.

Mr. Wang Zhongmin, aged 48, graduated from Nanjing University in
1994, majoring in economic management. He worked at China Life,
where he was engaged in life insurance business. Since 2001, he has
been involved in property-related work. Mr. Wang is currently the general
manager of Xuzhou New Advantage Real Estate, responsible for work of
Xuzhou Property.

Mr. Zhu Hengjin, aged 32, obtained a certificate of diploma of
hairdressing salon management from Headmasters Advanced Academy
in 2008. In 2011, Mr. Zhu joined the Group and is currently the human
resources manager of the Company.
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Corporate Governance Report

The Directors recognise the importance of incorporating elements of
good corporate governance in the management structures and internal
control procedures of the Group so as to achieve effective accountability.
The Directors continuously abide by the principles of good corporate
governance in the interests of shareholders and devote considerable effort
to identifying and formalizing best practice.

The Group's corporate governance practices are based on the principles
and the code provisions in the Corporate Governance Code (the “Code”)
as set out in Appendix 14 to the Listing Rules.

The Board considered that the Company had complied with the code
provisions of the Code during the Year except for the deviations from
code provision A.2.1 of the Code as stated below.

Under code provision A.2.1 of the Code, the roles of chairman and chief
executive should be separate and should not be performed by the same
individual. During the year, was no chief executive in the Company, details
of the deviation are set out in the section headed “Chairman and Chief
Executive Officer”.

The key corporate governance practices of the Group are summarised as
follows:

Appointment, Re-Election and Retirement of the
Directors

Pursuant to article 108(a) of the articles of association of the Company (the
“Articles”), at each annual general meeting, one-third of the Directors
for the time being shall retire from office by rotation.

In accordance with article 112 of the Articles, any Director appointed by
the Board to fill a casual vacancy shall hold office until the first general
meeting after his/her appointment and any Director appointed by the
Board as an additional Director shall hold office only until the next
following annual general meeting of the Company.
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Corporate Governance Report
TEERRE

Pursuant to article 108(a) of the Articles, Ms. Xia Yu and Mr. Fong Wo,
Felix will retire as Directors at the forthcoming annual general meeting in
2019 (the “AGM"). The retiring Directors, being eligible, offer themselves
for re-election as Directors at the Annual General Meeting.

Each of Mr. Guo Yumin, Ms. Xia Yu and Mr. Zeng Xiangyang, being
executive Directors, has entered into a service contract with the Company
for a term of three years commencing from 13 July 2018 and may be
terminated by either party by giving not less than three months’ prior
written notice.

Each of Ms. Fan Qing, Mr. Lo Wa Kei, Roy and Mr. Fong Wo, Felix, all
being independent non-executive Directors, has entered into a service
contract with the Company for a term of two years commencing from
13 July 2018 and may be terminated by either party by giving at least
three months’ written notice.

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

Model Code for Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules (the
“Model Code”) as the required standard for securities transactions by
Directors. The Company has made specific enquiries of all Directors and all
Directors confirmed that they have complied with the required standards
set out in the Model Code and its code of conduct regarding Director’s
securities transactions for the Year and up to the date of this annual
report.

Sheen Tai Holdings Group Company Limited
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Board of Directors

The Board comprises three executive Directors and three independent
non-executive Directors as at the date of this report, details of which are
set out below:

Executive Directors:

Mr. Guo Yumin (Chairman)

Ms. Xia Yu

Mr. Zeng Xiangyang

Mr. Guo Cheng (retired on 25 May 2018)

Independent Non-Executive Directors:

Ms. Fan Qing
Mr. Fong Wo, Felix
Mr. Lo Wa Kei, Roy

The brief biographical details of and relationship among the existing
Directors are set out in the section headed “Biographies of Directors and
Senior Management” of this annual report.

The composition of the Board is well balanced. Each of the Directors
has relevant expertise and extensive corporate and strategic planning
experiences that may contribute to the business of the Group. The
Company has complied with the requirements under Rules 3.10(1) and (2)
and 3.10A of the Listing Rules for the Year. All independent non-executive
Directors also meet the guidelines for assessment of their independence as
set out in Rule 3.13 of the Listing Rules.

Mr. Guo Yumin is the spouse of Ms. Xia Yu. Save as disclosed above, there
are no other relationship (including financial, business, family or other
material/relevant relationship(s)) among members of the Board.

Corporate Governance Report
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Functions of the Board

The Board supervises the management of the business and affairs of
the Company. The Board's primary duty is to ensure the viability of the
Company and to ensure that it is managed in the best interests of the
shareholders as a whole while taking into account the interests of other
stakeholders. The Group has adopted internal guidelines in setting
forth matters that require the Board's approval. Apart from its statutory
responsibilities, the Board approves the Group’s strategic plan, key
operational initiatives, major investments and funding decisions. It also
reviews the Group’s financial performance, identifies principal risks of the
Group's business and ensures implementation of appropriate systems to
manage these risks. Daily business operations and administrative functions
of the Group are delegated to the management.

The Board is also delegated with the corporate governance functions
under code provision D.3.1 of the Code. The Board has reviewed and
discussed the corporate governance policy of the Group and is satisfied
with the effectiveness of the corporate governance policy.

Chairman and Chief Executive Officer

Pursuant to code provision A.2.1 of the Code, the roles of the chairman
and chief executive officer should be separate and should not be
performed by the same individual. Up to the date of this report, there
have been no chief executive officer in the Company. Mr. Guo Yumin
acted as the Chairman of the Board, and responsible for the overall
management and formulation of business strategy of the Group.

The Board does not have the intention to fill the position of the chief
executive officer of the Company at present and believes that the absence
of the chief executive officer will not have adverse effect to the Company,
as decisions of the Company will be made collectively by the executive
Directors. The Board will keep reviewing the current structure of the
Board and the need of appointment of a suitable candidate to perform
the role of chief executive. Appointment will be made to fill the post to
comply with code provision A.2.1 of the Code if necessary. During the
year, one meeting has been held by the Chairman of the Board with
the independent non-executive Directors, without the presence of other
executive Directors.
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Board Meetings and Procedures

Board members were provided with complete, adequate and timely
information to allow them to fulfill their duties properly. In compliance
with code provision A.1.3 of the Code, at least 14 days’ notice has been
given for a regular Board meeting to give all Directors an opportunity
to attend. Notice, agenda and board papers of regular Board meetings
are sent to all Directors within reasonable time and at least 3 days prior
to the meetings. Directors are free to contribute and share their views
at meetings and major decisions will only be taken after deliberation at
Board meetings. Directors who are considered having conflict of interests
or material interests in the proposed transactions or issues to be discussed
will not be counted in the quorum of meeting and will abstain from voting
on the relevant resolutions. Full minutes are prepared after the meetings
and the draft minutes are sent to all Directors for their comments, the
final version of which are endorsed in the subsequent Board meeting.

All independent non-executive Directors have been appointed for a fixed
term. Every Director is subject to re-election on retirement by rotation in
accordance with the Articles.

Details of the attendance of the Board meetings, Audit Committee
meetings, Remuneration Committee meetings, Nomination Committee
meetings and general meetings of the Company held during the year
ended 31 December 2018 are summarized as follows:

Board
meeting
Ezged
Executive Directors BiTES

Mr. Guo Yumin (Chairman) PEREE(ZE) 8/8
Ms. Xia Yu BBt 8/8
Mr. Zeng Xiangyang SrBEE 8/

Independent Non-executive Directors BUFHITES
Ms. Fan Qing BBLT 8/8
Mr. Fong Wo, Felix pikilbined 8/8
Mr. Lo Wa Kei, Roy EEELE 8/8
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Board Committees

The Board has established specific committees, namely the audit
committee (the “Audit Committee”), remuneration committee
(the “"Remuneration Committee”) and nomination committee (the
“Nomination Committee”), with written terms of reference which are
available for viewing on the website of the Company to assist them in the
efficient implementation of their functions. Specific responsibilities have
been delegated to the above committees.

Audit Committee

The Company established the Audit Committee on 22 June 2012
with written terms of reference which are in compliance with the
code provisions of the Code. The Audit Committee currently has three
members comprising Mr. Lo Wa Kei, Roy (being the Chairman of the Audit
Committee), Ms. Fan Qing and Mr. Fong Wo, Felix, all being independent
non-executive Directors.

During the Year, the Audit Committee had reviewed the final results of the
Group for 2017 and the 2018 interim results and report of the Company.
The Audit Committee had reviewed the Group’s risk management and
internal control systems and the effectiveness of the internal audit
function for the Year. The Group’s final results for the Year had been
reviewed by the Audit Committee before submission to the Board for
approval. The Audit Committee had also reviewed this annual report, and
confirmed that this annual report complies with the Listing Rules.

The Audit Committee held four meetings during the Year. Details of the
attendance of the Audit Committee at the Audit Committee meetings are
set out above.

Remuneration Committee

The Company established the Remuneration Committee on 22 June
2012 with written terms of reference which are in compliance with the
code provisions of the Code. The primary duties of the Remuneration
Committee include mainly: (i) reviewing the terms of the remuneration
package of each Director and member of senior management, and
making recommendations to the Board regarding any adjustment thereof;
and (i) reviewing and evaluating the performance of individual executive
Directors for determining the amount of bonus (if any) payable to them.
No Director shall participate in any discussion about his or her own
remuneration. The Remuneration Committee currently consists of three
members, namely, Ms. Fan Qing (Chairperson), Mr. Lo Wa Kei, Roy, both

Sheen Tai Holdings Group Company Limited
Annual Report 2018

28

EEZET

EFZRCRUBEZREE  DHIAERZE S ([E&
ZEg)) ¥MZEe((FMEEE]) MREZES
((REEEE]) ﬁ?ﬂé%@ﬂﬁaﬁﬁﬁé%ul SRR
AU BT - B AREIT R T LEE R
EREA PR EEE -

EREZE®
AR 20124 6 A 22 BIREST RIS BHESRE

RUBZEZEE  LEMEACHBERE BRER
SRAE-HKE  DHREFELRL(EREZESE

fE) BB ERIMELE  2REARBIFNTE
=o

RAFEER  EREZBECBHAEER2017FH
REAZEE - ARRIM2018FH X ERME - B
ZESCRANAEENAFER @R E RN ARSI
RGARABEZIIENERIE - REBRAFEN
RMFRERERESEERRNCOKHERZREE
Bl - ERZ BN EMAFR - UERELFRTE
ETRANERE ©

RAFEE  BERREGRITTHNAER EXZLRES
REZZBEEZNLREFBEN XTI -
FHEES

KRB 2012F 6 A 22 BARE ST B <7 RIS A AL

¥FHEEe YEMREHBEKE FHZEeW
Ixﬂéﬁza B ()VEHSEFNSREEABNTH
HENGT  TREMNHBRRNESSELHERZS

R (i) EH RFHAEERNITERTMRER - UEERENT
RENTEASE(NE) - ESHTF2EAEELRT
FMOEM R - HFNEESRE=R2KE - DHIR
SEELZL(EREBELIFNTES) BEELLECE



of which are independent non-executive Directors, and Mr. Guo Yumin,
an executive Director. The majority of members of the Remuneration
Committee are independent non-executive Directors. The remuneration of
the Directors was determined with reference to their respective experience,
responsibilities within the Group and general market conditions. The
Company has adopted the Code to make recommendations to the Board
on remuneration packages of individual executive Directors and the
members of senior management.

The Remuneration Committee held 1 meeting during the Year. Details
of the attendance of the Remuneration Committee meetings are set out
above.

At the meetings, the Remuneration Committee had reviewed the
remuneration policies of the Directors and the senior executives and
reviewed the remuneration packages and performance of the Directors for
the Year.

Nomination Committee

The Company established the Nomination Committee on 22 June 2012
with written terms of reference which are in compliance with code
provisions of the Code. The primary duties of the Nomination Committee
include mainly: (i) reviewing the structure, size, diversity and composition
(including the age, gender, cultural and academic background, skills,
knowledge and professional experience) of the Board on a regular basis
and making recommendations to the Board regarding any proposed
change; (ii) identifying individuals suitably qualified to become Board
members and making recommendations to the Board on the selection
of individuals nominated for directorships; and (iii) assessing the
independence of independent non-executive Directors. The Nomination
Committee consists of three members, namely, Mr. Guo Yumin (Chairman),
an executive Director, Ms. Fan Qing and Mr. Lo Wa Kei, Roy, both of which
are independent non-executive Directors. The majority of members of the
Nomination Committee are independent non-executive Directors.
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During the Year, the Nomination Committee adopted a diversity policy
setting out the approach to diversify the members of the Board. The
Company recognises and embraces the benefits of having a diverse
Board. The Nomination Committee works to ensure a balance of skills,
experience and diversity of perspectives appropriate to the requirements
of the Company’s business and objectives. All Board appointments would
continue to be made based on meritocracy. Selection of candidates would
be based on a range of diversity perspectives, which would include but
not be limited to gender, age, cultural and educational background,
professional experience, skills, knowledge and length of service. The
ultimate decision would be based on merit and contribution that the
selected candidates would bring to the Board, our business model as well
as the needs of the Company. The Nomination Committee will monitor
the implementation of the diversity policy from time to time to ensure the
effectiveness of the diversity policy.

The Nomination Committee held 2 meeting during the Year. Details of the
attendance of the Nomination Committee meeting are set out above.

At the meeting, the Nomination Committee had reviewed the structure,
size and composition of the Board, assessed the independence of the
independent non-executive Directors, reviewed the qualifications of the
Directors, the progress on the implementation of the board diversity policy
and other related matters of the Company.

Nomination Policy

Apart from the aforesaid, the Board has adopted a "Nomination Policy"
on 31 December 2018 in relation to the nomination, appointment, re-
appointment of new Directors and the nomination procedure of the
Company, which provides that in evaluating and selecting any candidate
for directorship, the Nomination Committee shall consider the candidates'
character and integrity, professional qualifications, skills, knowledge and
experience, independence, diversity on the Board, willingness to devote
adequate time to discharge duties as a Board member and such other
criteria that are appropriate to the business of the Company.
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Dividend Policy

The Board has adopted a "Dividend Policy" on 29 March 2019. A
summary of this policy is disclosed as below.

Subject to the approval of the Shareholders and requirement of the
relevant law, the Company shall pay annual dividends to the Shareholders
if the Group is profitable, operations environment is stable and there is no
significant investment or commitment made by the Group, after taking
into account the factors as detailed below and determined by the Board
from time to time. The remaining net profits will be used for Group's
development and operations. The Policy allows the Company to declare
special dividends from time to time in addition to the annual dividends.

In proposing any dividend payout, the Board shall also take into account,
inter alia:

(@)  the Company's actual and expected financial performance;

(b)  retained earnings and distributable reserves of the Company 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;

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

(e)  the Group's expected working capital requirements and future
expansion plans;

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

(g)  any other factors that the Board deems appropriate.

Any final dividends declared by the Company must be approved by an
ordinary resolution of Shareholders at an annual general meeting and
must not exceed the amount recommended by the Board. The Board
may from time to time pay to the Shareholders such interim dividends as
appear to the directors to be justified by the profits of the Group.

The policy shall be reviewed periodically and submitted to the Board for
approval if amendments are required.
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Independent Non-Executive Directors

The Company has received from each of the independent non-executive
Directors an annual confirmation of independence pursuant to Rule 3.13
of the Listing Rules. The Company considers that all of the independent
non-executive Directors are independent of the Company as at the date
of this report.

Professional Development of the Directors

In compliance with code provision A.6.5 of the Code, all Directors during
the Year, namely, Mr. Guo Yumin, Mr. Zeng Xiang Yang, Ms. Xia Yu, Ms.
Fan Qing, Mr. Fong Wo, Felix and Mr. Lo Wa Kei, Roy, had participated
in continuous professional development to develop and refresh their
knowledge and skills to ensure that their contribution to the Board
remains informed and relevant. The Directors had provided the relevant
record to the Company.

The Company is committed to arranging and funding suitable training to
all Directors for their continuous professional development. Each Director
is briefed and updated from time to time to ensure that he is fully aware
of his responsibilities under the Listing Rules and applicable legal and
regulatory requirements and the governance policies of the Group. All
the Directors also understand the importance of continuous professional
development and are committed to participating in any suitable trainings
to develop and refresh their knowledge and skills.
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Senior Management’s Remuneration

The senior management’s remuneration payment of the Group in the Year
fell within the following band:

RMB1,000,000 or below

Directors’ Responsibility for the Financial Statements

The Directors are responsible for the preparation of the financial
statements which give a true and fair view of the state of affairs of the
Group, in accordance with accounting principles generally accepted in
Hong Kong. The statement by the auditors of the Company about their
responsibilities for the financial statements is set out in the report of the
independent auditor’s report contained in this annual report. There are
no material uncertainties relating to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern.

External Auditor's Remuneration

The Company engaged RSM Hong Kong as its external auditor for the
Year. There was no disagreement between the Board and the Audit
Committee on the selection, appointment, resignation or dismissal of
the external auditors. During the year ended 31 December 2018, the
fee payable to RSM Hong Kong in respect of its statutory audit services
provided to the Company was HK$1,330,000. Fees for non-audit services
for the same period was HK$Nil.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board and the senior management are responsible for improving and
monitoring the risk management and internal control of the Group. In
this regard, the Audit Committee had performed a regular review of the
risk management and internal control system of the Group within the
Reporting Period in which the results were summarized and reported to
the Board. The Board has also conducted a review of the effectiveness of
the risk management and internal control system of the Group. The Group
also sets up an internal audit team comprise management of subsidiaries,
which plays a major role in monitoring the corporate governance of
the Group and providing objective assurance to the Board that a sound
internal control system is maintained and operated by the management.

Main Features of the Risk Management and Internal
Control Systems

The risk management framework of the Group and main responsibilities
of the members in the framework are described as follows:

Board of Directors

E=g

[\ e B X % A SR EE 4

EFe kel EEEARSEREEARENRRE
BRAMERE - Bt E - ERZEEC SRR
SERRERNRERRERRABEZERS - BERD
FHBEY 2R TEEE - EF SN CRIARER
R EIE R AMEER RN BRI - AEBETRA &
MBARMERBAKNAREXER - HEREEAR
SEMREARANESEERRECTEE AR EE
TENAREZERR T AREEEAE -

BEREERAPEZRGNEERE

A E R R E AR IR A B A B BRI
W

Board level Au%{égem .
BEXxgE@ -
Internal Audit team
(Management
Senior management level of subsidiaries)
EREREEER ,

34 Sheen Tai Holdings Group Company Limited
Annual Report 2018




Audit Committee

Main Responsibilities

Set up goals for risk management strategy, assess
and determine the nature and extent of risk
acceptable to achieve the strategy goals;

Establish and maintain a proper and effective risk
management and internal control systems; and
Review the effectiveness of the risk management
and internal control systems annually.

Assist the Board in overseeing the risk level
and the design and performance of the risk
management and internal control systems;
Discuss the risk management and internal control
systems with the management;

Ensure that the internal audit function has
sufficient resources for operation and has a proper
position, review and supervise its performance;
Keep updated of various major risks confronted
by the Group and the risk management status,
make decisions for effective risk control;

Report the risk status of the Group and issues
to be concerned or improved to the Board on a
regular basis;

Facilitate risk management and assessment,
regularly appoint relevant accountable persons to
implement risk assessment;

Organise and promote the establishment of the
risk management system at the group level;
Review material risk assessment report and
various risk management reports; and

Engage relevant persons to organise and
coordinate various departments and projects
to carry out identification and assessment of
significant risks at the group level, summarise and
analyse such information, submit risk assessment
and various risk management reports.

B
il
8

B

Corporate Governance Report

ERERRE

B RBRERREEEZ - FE R
TEERRIE B R AZ N EREE
NI2E

B WHREE RERHRBRERE
RAEEZE RS : &
BFRFRARERERNBEIL RS
BRI

W E E B RERKTE AR EE
EERANIEITERF AR RE
i

BEIRE ] e RS T IR R A EP RS
ES 5
BRAEZBEEREEEER
MEERN  SRHREEARS -

B ASEELENHEREIEARR
BRERIR  (EERERH
R

R RS R AR
R 5 B SR ORI

W B B IR AT - TEHIZR (AR
AR R AHITERE

HEEREER I EEEENERE
BRL
HHEBARBRTERE R TRAE
EERE &
ZHEAERA A TS K A % EE0 Y
RIEB VETREEEEEXRBRA
BRIRFHE  MERSTEBE
B 2RXEBRFHERZHRBER

wE -

JERZ R EERRDF
R \FER 35



EREBHE

Member

Internal audit
team
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Main Responsibilities

Ensure that the subsidiaries carry out the risk
assessment in compliance with the risk assessment
manual formulated by the Group;

Review and approve the risk assessment results of
the subsidiaries in respect of the business;

Ensure that the subsidiaries implement effective
risk management;

Monitor the principal business risks confronted by
the subsidiaries and the effectiveness of relevant
risk management measures; and

Allocate resources such as fund and workforce
to the subsidiaries for implementation of the risk
assessment projects.

The Process Used to Identify, Assess and Management

of Principal Risks

The risk management process of the Group is described as follows:

Risk identification

Risk analysis

Risk response

Control measures

Risk control

Risk management
report

36

identify the current risks confronted.

conduct analysis on the risk including the
impact extent and possibility of occurrence.

choose a proper risk response method and
develop a risk mitigation strategy.

propose up-to-date internal control measures
and policy and process.

continuously monitor the risks identified and
implement relevant internal control measures
to ensure the effective operation of the risk
response strategy.

summarise results of risk assessment and
analysis and internal audit, formulate and
report an action plan.
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The process used to review the effectiveness of the risk
management and internal control systems and to resolve material
internal control defects:

The Group establishes a risk management information and communication
channel that is functional within the whole basic risk control procedure,
connects different levels in the reporting system and different
departments and operation units, so as to ensure timely, accurate and
complete communication of information, laying a solid foundation for the
monitoring and improvement of risk management.

Different departments and business units of the Group regularly inspect
and examine their own risk management process in order to locate
the shortcomings and remedy the situation if possible. Their inspection
and examination reports are delivered to the Group’s risk management
department in time.

The Board further considers that (i) there was no material issue relating to
the Group’s risk management and internal controls, including financial,
operational and compliance controls and risk management functions
of the Group; and (ii) that there were adequate staff with appropriate
and adequate qualifications and experience, resources for accounting,
internal audit and financial reporting functions, and adequate training
programmes had been provided during the Year.

Company Secretary

Ms. Pang Yuk Fong (“Ms. Pang”) was appointed as the Company
Secretary on 1 October 2017. Ms. Pang has adequate knowledge on
the Company to discharge her duty as the Company Secretary. Ms.
Pang confirmed that she had taken no less than 15 hours of relevant
professional training during the Year.
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The Shareholders’ Rights to Convene an Extraordinary
Meeting

Pursuant to article 64 of the Articles, extraordinary general meetings shall
be convened on the requisition of one or more Shareholders holding, at the
date of deposit of the requisition, not less than one-tenth of the paid up
capital of the Company having the right of voting at general meetings. Such
requisition shall be made in writing to the Board or the company secretary
of the Company for the purpose of requiring an extraordinary general
meeting to be called by the Board for the transaction of any business
specified in such requisition. Such meeting shall be held within 2 months
after the deposit of such requisition. If within 21 days of such deposit, the
Board fails to proceed to convene such meeting, the requisitionist(s) himself
(themselves) may do so in the same manner.

Communications with Shareholders and Investors

In order to keep Shareholders well informed of the business activities and
direction of the Group, information about the Group has been provided
to the Shareholders through financial reports and announcements. The
Company has established its own corporate website www.sheentai.com
as a channel to facilitate effective communication with its Shareholders
and the public. The Company will continue to enhance communications
and relationships with its shareholders and investors. A shareholders
communication policy was adopted on 22 June 2012 to comply with code
provision E.1.4 of the Code.

Shareholders, investors and interested parties can make enquiries directly to
the Company through the following e-mail: investorrelation@sheentai.com.

Procedures for Directing Shareholders’ Enquiries to the Board

Shareholders may at any time send their enquiries and concerns to the
Board in writing. Contact details are as follows:

HK Address:  Room 1903,19/F Jubilee Centre, 18 Fenwick Street,
Wan Chai, Hong Kong

Tel: (852) 3998 4118/3998 4128

Fax: (852) 3998 4100

E-mail: investorrelations@sheentai.com

Shareholders’ enquiries and concerns will be forwarded to the Board
and/or relevant Board Committees of the Company, where appropriate, to
answer the Shareholders’ questions.

Sheen Tai Holdings Group Company Limited
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Procedures for Putting Forward Proposals at General Meetings by
Shareholders

Shareholders are requested to follow article 64 of the Articles for including
a resolution at an extraordinary general meeting. The requirements and
procedures are set out above in the paragraph headed “The Shareholders’
Right to Convene an Extraordinary Meeting”.

Pursuant to article 113 of the Articles, no person (other than a retiring
Director) shall be eligible for election to the office of Director at any
general meeting unless a notice in writing of the intention to propose that
person for election as a Director and notice in writing by that person of
his willingness to be elected shall have been lodged at the Head Office
or at the Registration Office no earlier than the day after the dispatch of
the notice of the general meeting appointed for such election and end
no later than 7 days prior to the date of such general meeting and the
minimum length of the period during which such notices to the Company
may be given will be at least 7 days.

The procedures for Shareholders to propose a person for election as a
Director is posted on the website of the Company.
Significant Changes in Constitutional Documents

There had been no significant changes in the constitutional documents of
the Company during the Year.
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ABOUT THIS REPORT

This is Sheen Tai Holdings Group Company Limited’s third sustainability
report, examining our approach to sustainability, effort and performance
in 2018, as well as our plans for the future.

The board believes that a sound structure is well balanced between
economic growth, the environment and society. In addition to business
growth, the Group is also responsible for creating an excellent future
in the field of environmental protection, social responsibility, corporate
governance and other areas. With this in mind, we continuously improve
our approach towards people, the society and the environment.

This Environmental, Social and Governance Report (the “ESG Report”)
has been prepared with reference to the ESG Reporting Guide of the
Hong Kong Exchanges and Clearing Limited (“HKEX"). This report is to
review the environmental, social and corporate governance performance
of the Group for the period from 1 January 2018 to 31 December 2018.

The emissions have been calculated in accordance with the guidelines
laid down by the Environmental Protection Department of HKSAR. The
following entities were chosen for inclusion in this ESG Report because of
their significant contributions to the Group:

Sheen China (Hong Kong) Limited

Jiangsu Sheen Colour Science Technology Co., Ltd.
Qingdao Ener Packaging Technology Co., Ltd.

Xuzhou Sheentai New Energy Power Generation Co., Ltd.
Xuzhou New Advantage Real Estate Development Co., Ltd.

Other businesses which are not covered in this report include small and
start-up companies.

This report is designed to allow shareholders of the Company, potential
investors and the public to have a more comprehensive understanding of
the Group’s governance and culture. For any comments or suggestions
related to this report, please kindly contact our Public Relations
Department.

Sheen Tai Holdings Group Company Limited
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Employment Policy

Employees are the key to our success. Listen to the voice of employees
and encouraging employees to speak freely is very important to us. We
always priorities’ the well-being of all employees and strive to maintain a
healthy personnel structure. We are committed to creating a culture that
encourages and promotes employees to be honest and able to talk about
ideas and concerns.

It is important to understand the employees' perception of Sheen Tai.
It helps us to ensure that we provide them with the right support to
reach their potential and do the right thing for the customer. We collect
opinions from our employees and encourage them to utterance. While
implementing a culture that encourages employees to act with integrity,
we encourage employees who practice Sheen Tai values.

Diversity and communion

To truly achieve the desired results, we must create a multi-inclusive
environment where everyone feels they can realize their potential. Our
continued success depends on a team of employees who reflect the
needs of our customers and the communities they serve. Our definition of
diversity is broader than its inherent range of features to incorporate other
differences that make individuals unique, such as cultural acquaintances,
global experiences, and work styles. We encourage leaders and employees
to be more diversified in order to achieve our goals.
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We care about the employees’ work-life balancing, and believe that it is
important to help employees managing their family responsibilities.

We want to create an inclusive environment that supports the needs of
employees both inside and outside the workplace. We also recognise that
the needs of employees may change at different stages of their careers
due to reasons other than family responsibilities.

A Welfare Program that provides all employees with information and
resources to make positive choices that enhance their overall health
and well-being. We believe that if we care about our employees, our
employees will be potent to Sheen Tai.

Learning is one of the keys to success at Sheen Tai. We help by training
employees to do their jobs well and make great achievements in the
future. Training can also help employees to implement the company's
policies, provide quality services to customers, and follow Sheen Tai
corporate culture the requirements to act.

As at 31 December 2018, The Group had 317 employees in total. The
Group had a male/female composition ratio of 2.7:1

The Group's employees by gender and age are illustrated as below:
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Health and Safety

Safety is a core tenet in our operation. We believe that our employees
are the most important asset and resource. The health and safety of our
employees is always the top priority of our Group.

The Group has continued to carry out regular monitoring and evaluation
of occupational hazards to ensure the health and safety of our working
environment. We strive to prevent and eliminate any occupational hazards
and improve our working environment.

The Group is committed to create a safe, healthy and comfortable working
environment for its employees. The “Guidelines on Occupational Safety
and Health” was established to inform employees of potential health
and safety hazards in the workplace, and the corresponding preventative
measures. After renovation or office restacking, a risk assessment of
workstations will be performed to make sure that workstations are set up
in line with ergonomic principles and relevant regulatory requirements. We
put great emphasis on the security of Group premises and strictly prohibit
smoking, use of alcohol and drugs. We also have typhoon and rainstorm
work arrangements. These serve to safeguard the health and safety of
employees. Across different business locations, a contingency plan has
been set up to outline the procedures that employees should undertake
to maintain business continuity in the event of an infectious disease or
pandemic outbreak.
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Through regular inspections, the Group has supervised and troubleshot
safety risks in a timely manner in order to gradually strengthen our
safety production standard. The Group held regular training session
to strengthen employees’ safety awareness for avoiding accidents in
workplace during the Year.

Meanwhile, the Group provided medical insurance and other health-
benefits for suitable employees. During the Year, the Group made every
efforts to improve the working environment, endeavouring to provide a
safety and comfortable workplace for all employees.

Development and Training

The Group recognises the importance of developing the talents of the
employees and striving for the mutual growth between the Group and
its employees. We provide the new employees induction trainings on the
Group's culture, policies, production safety and other necessary skills for
discharging duties at work.

Training and development of our people and providing them with upward
mobility form an important part of our human capital management strategy.
Our training programs are tailored to suit the needs of our employees and
support our business development. All new joiners will join a one-day face-to-
face induction programmer, which is aimed to equip them with foundational
knowledge about the Group, its people, business functions and products, as
well as regulatory requirements. The programmer also includes a workshop
which conveys the Group’s Vision, Mission, Guiding Principles and Values to
employees through an interactive approach. To encourage lifelong learning
and career advancement, we offer education subsidy and examination leave
to our employees.

The Group will evaluate the training effects subsequently, as to enhance
the effectiveness of trainings, which further improve the technical skills and
professional literacy of the Group’s employees with satisfactory results.
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To establish a good relationship and to provide a harmonious work
environment, the Group encourages communication between the
employees and the management staff, which can help to address
employees’ concerns and protect their interests. The employee
representatives could represent the employees to communicate with the
Group through our internal communication system. Such communication
system enables the Group to collect employees’ opinions and suggestions,
and helps the Group to deliver the latest corporate news to all staff in a
timely manner.

Labour Standards

The Group recruitment policies are implemented in strict compliance with
both Hong Kong and PRC legislations and regulations to prohibit any form
of child and/or forced labour. The Group strives to avoid any child labour
and forced labour. Monitoring and preventive measures are in place. Any
potential breach will be investigated and followed up in a timely manner.

The laws and regulations prohibiting child labor and forced labor
governing The Group mainly include:

Employment Ordinance of HKSAR

Labor Law of the PRC

Labor Contract Law of the PRC

Law of the PRC on Protection of Minors

Regulations on Prohibiting Use of Child Labor (State Council Order No. 364)

In 2018, the Group did not violate any of the above mentioned laws and
regulations.

Supply Chain Management

As supply chain management is always one of the key elements in the
Group’s quality control system, we strive to establish a long term relationship
and seek to form a deeper connection with all of our suppliers.

Our suppliers are expected to adhere to our high standards, demonstrating
continuous development in a variety of operational, economic, social
and environmental areas. A well evaluation program is taken for our
suppliers’ selection, which reviews the supplier profile and facilities,
production capacities, quality control system and other aspects related to
manufacturing process. Suppliers are required to pass the evaluation to
become a quality supplier.
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Meanwhile, the Group also carries out regular reviews for suppliers. In
case there is any significant change for supplier qualification, the Group
may suspend and, if necessary, cancel its qualification as a qualified
supplier to ensure that all suppliers conform to the Group’s highest
standard.

Product Responsibility

The Group strives to provide clients with quality and safe products to
establish good reputation and credibility. We aim to achieve the highest
standard with all the products and services offered throughout our
operations.

To ensure the quality of the products, the Group has formulated a quality
inspection management system in strict compliance with the relevant
laws and regulations. Each department is tasked with achieving their own
quality based targets in consideration of both the industry and market
standards.

The Group also implements a source-to-end inspection framework, which

is from material procurement and sourcing process to finished product and
storage. Any quality defect material or product will be suspended from
production line in order to prevent potential risks and protect interests of
clients and the Group.
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Anti-corruption

The Group operation strictly comply with the local and national legislation,
such as the Prevention of Bribery Ordinance of Hong Kong and relevant
legislation on anti-corruption of mainland China.

The Group strives to maintain a healthy and rational environment for its
development. To effectively strengthen the Group integrity, we continue
to improve the internal supervision and anti-corruption management.
The Group also requires the employees to follow the code of conducts to
eliminate corruption, bribery or any form of dishonesty behavior in any
circumstance. Any suspected criminal offence will be promptly reported to
the relevant authorities.

During the reporting period, there is no reported case on the above
mentioned dishonest behavior.

The Community

The Group believes public welfare is important and necessary for the
development of the Group. We always seek to be a positive force in the
communities in which it operates.

We believe that the development of a better future for our community
relies on joint participation of people, corporations and the government.
Continuous efforts were taken in the past year. We have been active in
engaging in charitable activities, donations, supporting and caring for
people in need, as well as environmental protection activities.

In addition, the Group also encourages all employees to actively
participate in volunteer activities and environmental protection activities.
We hope it can raise their community awareness and concern, and thus
inspiring more people to participate in community services and develop a
better future for our community.
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The Environment

Environmental sustainability is a key part of the Group’s social
responsibility effort. Guided by our Corporate Social Responsibility Policy,
we work to manage our direct and indirect impacts to the environment
through mitigating our own footprint and advocating green finance.

The Group advocates a green office concept for integrates a low-carbon
principle into its operation, with an aim to develop paperless, energy-
saving and low carbon offices, and to minimise the consumption of
energy, water, electricity and other resources. The Group has been
progressively replacing existing fluorescent tubes and downlights in offices
with LED lights.

The Group has mainly focus on environmental protection and pollutant
emission during production and operation. By establishing a management
system in accordance with the national laws and regulations, the Group
constantly monitor and review the emission performance during production.

The Group will make every effort on clean production, energy-saving,
consumption reduction, pollution reduction and efficiency improvement,
aims to minimise the impact and safeguard of the ecosystem.

During the reporting period, we were not aware of any noncompliance
with laws and regulations that have a significant impact on the Group
relating to areas such as environmental protection, employment and
labour practices and operational practices.
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The Group strictly complies with national laws and regulations in the PRC, ~ AN&EEERETH P EIBEIZUEZEREIE
including but not limited to:

- Environment Protection Law of the People’s Republic of China - (FEAREMBIRFREE)

- Law of the Peoples Republic of China on the Prevention and Control - (HFEZEAREMBE KRR 52065
of Atmospheric Pollution

- Law of the People’s Republic of China on Prevention and Control of - (H#E ARKEFMEIKFRETEE)
Water Pollution

- Law of the People’s Republic of China on the Prevention and -  (HZEARILMEEEEREYSLRRRAE)
Control of Environmental Pollution by Solid Waste

- Law of the People’s Republic of China on Prevention and Control of - (F#EEARKMBIRFRE)SEIIEE)
Pollution From Environmental Noise

-~ Regulations on the Safety Administration of Dangerous Chemicals - (ERtEmnRERIEN)

- Regulations on the Administration of Construction Project -  (GERIBEBRBRESEED)
Environmental Protection

- Energy Conservation Law of the People’s Republic of China - (REARLNMBEESLEERE)
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The following table illustrated the main emission during the Reporting ~ FZRFIH T WME AR EZHHRIER

Period.

Requirements as in relevant
laws or regulations

2018 (Max Allowable Value)
Category Pollutant Emission BREEERER
Rl SEY B & (RKRAFFE)
Wastewater Total Wastewater Discharge 56,887m? N/A
JE7K TR HEBERE 56,887 3 77K B
Air Total Dust <0.36mg/m? 8 mg/m?
ZER e <0.36 &5,V JK 8%,/ MK
Chemical Hazardous Benzene <0.6 mg/m? 6 mg/m?
ZERPCEREEY x <0.6 5%, K 6=/ LHK
Toluene <1.2 mg/m? 50 mg/m?
xR <1.2ZR/IITK 50%5e,/SL5 K
Xylene <3.3 mg/m? 50 mg/m?
—RX <338R/MFK 50%5, 7K
Ethyl acetate <5.4 mg/m? 200 mg/m?
2B 7 Bg <5ABR/UHK 200& 5%, /35K
Methanol <1.3 mg/m? 25 mg/m3
Sl <1.3%ER/IJTK 25%R,/IJ5K
Iso-Propyl alcohol <0.7 mg/m? 350 mg/m?
2RE <0.7 2%,/ IR 350%5, UK
Methyl Ethyl Ketone <4 mg/m? 300 mg/m?
T <AZR /IR 300& 5%, /5K
Acetone <6.7 mg/m? 300 mg/m?
PR <6.7ER I K 300& 5%, 375K
Noise Noise level <71dB(A) 85dB(A)
W= B <715 R 8598
Propyl acetate <0.33 mg/m? 200 mg/m?
Z BB <0.33%%, UK 200%5, K

Table 1 — Main Emission during the report year
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Environmental, Social and Governance Report

RE HERELARE

Greenhouse Gases Emission

The Group aims to develop a low-carbon production environment. The
total amount of carbon dioxide emission of our Group is approximately
21,220.63 tonnes in 2018.

Distribution of CO2 emissions

—E BB e

0.28%

18.96%

2.13%

The performance of carbon activities can be measured using ratio
indicators of GHG emissions per employee. The ratio indicator per
employee in year 2018 is 66.94 tonnes CO2 equivalent per employee.
Since the largest source from the companies’ business activity is the
indirect emission of electricity purchase during production, energy saving
will become a main part of the operation principle in the future.

The Group strives to improve the energy efficiency and reduce emission of
greenhouse gases in all phases of our operation, aiming to realize a low-
carbon society.

W Electricity
B
[ Transportation Fuel
B Fuel Combustion
v
B Other
Hith

78.63%
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We continuously devote efforts to reducing the CO2 emission by lowering
energy consumption, as well as powering off lighting, air conditioning and
electrical appliances when they are not in use.

We hope the above described activities can further improve the energy-
saving operations, and ultimately achieve the purpose of energy
conservation, consumption reduction. In 2019, we will keep working on
energy usage reduction by further improving energy-saving operations.

Use of Resources

It is always an important responsibility of the Group to decrease waste
production. We strive to promote “Reduce, Reuse and Recycle” for all the
resources in order to reduce the waste.

The Group is moving towards a more sustainable rate of using resource.
We are working actively to reduce the amount of waste. Moreover,
besides reducing waste, we hope by utilising resources effectively and
responsibly and achieve a sustainable development.

The following chart shows the companies’ resources consumption during
Reporting Period:

BB HEI SN BRETHORE 52
BEAE LR IEHRBEBR -

BMFLEB LmEB R B — P EAE
B HEERE - RRE 'Jﬁﬁﬁﬁﬁﬁ RS 1B AR B
B o 2019 % - MK EES S - FREEER Y
TfE-

BRNER

REBRERSENER
REERME  BHES
HMOER  REREE] -

BANBEEE - HFIER
LERBHERE DRDED

ARBEHEBEELERARTFENT MR - RIER
WAOBEYME  WEARENASERER #MERA
FEER -

TR T HEPANEREFERBR

Electricity Natural Gas
Ef AR
Consumption HEE 20432,417kWh  1,530,203m? 21,2501 56,386m’ 463kg
ThRE A # MK NI
Carbon Intensity (in tonnes fioafE
of CO2-equivalent) (Z&tiEs
PARMERT) 12,919.581 2,849.160 57.52 37.735 3.972
Table 2 — Resources Consumption during the report year
K2 - WEHRERERE
The Group advocates the principles of conservation, recycling and reuse. ~ ANEBEZBELFER - REBER - BEREEMNRA -

We are working on various sustainable development activities to ensure
that the resources are used effectively and to safeguard the ecosystems of
Hong Kong and the PRC.

The Group will continue to promote the green concept of low carbon
operation. We encourage more usage of electronic communications, use
of recycle paper for printing and copying, set up recycle bins or any other
recycle activities, which aim to utilize resource effectively so as to reduce
waste disposal.

Sheen Tai Holdings Group Company Limited
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Environmental, Social and Governance Report

The Group also set up various training and education sessions which it
expected to promote our environmental principles and raise the awareness
of employees regarding the environment. In the meantime, we initiated to
promote tree planting activities around the factory, which aimed to build
an eco-friendly working environment in order to safeguard the ecosystems
of local communities.

Methodology

This Report covers general disclosures and the Key Performance Indicators
that are defined in the Environmental, Social and Governance (ESG)
Reporting Guide of The Hong Kong Exchanges and Clearing Limited
("HKEX").

The GHG Emission Calculation in this report was based on current best
practices. The methodology was taken based on the following criteria:

EPD’s “Guidelines to Account for and Report on Greenhouse Gas
Emissions and Removals for Buildings (Commercial, Residential or
Institutional Purposes) in Hong Kong” 2010 Edition.

- Intergovernmental Panel on Climate Change (IPCC)

- Greenhouse Gas Protocol.

- ESG Reporting Guide by HKEX

Note 1: EPD’s Guidelines specified value has been taken as the standard for any

unspecified factor.
Note 2: Due to the business nature, the significant emissions of Sheen Tai Holdings
Group are the GHG emissions, mainly from the use of electricity.
Note 3: Some premise is operating with the water supply that solely controlled by
the building management, which is not feasible to record consumption for
water withdrawal and discharge.
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Directors’ Report
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The Directors are pleased to present to the Shareholders this annual report
and the audited consolidated financial statements for the Year.

Principal Activities

The principal business activity of the Company is investment holding. The
principal activities and other particulars of the Company’s subsidiaries are
set out in the consolidated financial statements Note 22 in this annual
report.

Business Review

Further discussion and analysis of the activities of the Group during the
Year, and an indication of likely future developments in the Group’s
business as required by Schedule 5 to the Companies Ordinance, Chapter
622, can be found in the section headed “Management Discussion
and Analysis” of this annual report. Those discussions form part of this
directors’ report.

Principal Risks and Uncertainties

A number of factors may affect the results and business operations of
the Group, some of which are inherent to the businesses in which the
Group is engaged and some are from external sources. Major risks are
summarized below.

i)  Price fluctuation in major raw materials may have
a material effect on the Group's performance

The major raw materials for production of the Group are
polypropylene and imported BOPP films. Any substantial increase in
prices of polypropylene and/or imported BOPP films may adversely
affect the profitability of the Group if the Group is unable to pass all
or part of such increase to its customers.

ii) The Group relies on certain major suppliers

The Group has relied on and expects to continue to rely on certain
major suppliers for a significant portion of the purchases. If they
fail to make timely delivery of their products and the Group fails to
source from other suppliers in a timely and cost-effective manner,
the operation of the Group could be delayed. The relationship
between the Group and its customers could also be adversely
affected as a result of any such delays, which could in turn
materially and adversely affect the business operations and financial
performance of the Group.

54 Sheen Tai Holdings Group Company Limited
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iii) The fluctuation of exchange rate may have a
material effect on the business and performance
of the Group

The sales of the Group are denominated in RMB and the purchases
are denominated in US$ and RMB. The Group does not engage
in any exchange rate hedging activities. Any fluctuation in the
exchange rates of RMB and US$ may have an adverse effect on
the results of operations and financial condition of the Group.
Appreciation of the value of US$ may increase the costs of the
Group and thus subject the Group to increased competition from
domestic competitors, and depreciation in the value of RMB may
adversely affect the earnings, as well as the value of the net assets
and dividends from the PRC subsidiaries of the Group.

iv) PRC political, economic and social conditions and
government policies could affect the business of the
Group

All of the operating assets of the Group are located in the PRC and
the Group expects that a majority of the revenue will continue to
be derived from the operations in the PRC. The results of operations
and prospects are subject, to a significant degree, to economic,
political and legal developments in the PRC. The economy of the
PRC differs from the economies of most developed countries in
many respects, including the extent of government involvement,
the level of development, the growth rate, and government control
of foreign exchange. The Group cannot predict whether changes in
the PRC’s political, economic and social conditions, laws, regulations
and policies will have any material adverse effect on the current or
future business, results of operation or financial condition of the
Group.

Environmental Policies and Compliance with Laws and
Regulations

Details of environmental Policies and performance are set out in the
“Environmental, Social and Governance Report” in this annual report.

The Group is committed to ensuring that the Group’s operation is in
compliance with applicable laws and regulations. As far as the Directors
are aware, the Group has complied in material respects with the relevant
laws and regulations that have a significant impact on the business and
operation of the Group.

iii)

iv)
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Key Relationships with Employees, Customers and
Suppliers

The Directors recognises that employees, customers and business partners
are the keys to the sustainable development of the Group.

Employees are regarded as the most important and valuable assets of the
Group. The Group attracts and retains key personnel and talents with
appropriate skills, experience and competence which would complement
and meet the corporate and business objectives of the Group. The Group
ensures all employees are reasonably remunerated and the remuneration
packages of employees are reviewed regularly and necessary adjustments
are made to the remuneration packages to align with the market
standards.

The Group also stays connected with its customers and suppliers and has
ongoing communication with the customers and suppliers through various
channels such as telephone, electronic mails and physical meetings to
obtain their feedback and suggestions.

Results

The results of the Group for the Year are set out in the consolidated
statement of profit or loss and the consolidated statement of profit or loss
and other comprehensive income of this annual report.

Final Dividends

The Board does not recommend payment of any final dividend for the
Year (2017: nil).

Closure of the Register of Members

For determining entitlement to attend the forthcoming annual general
meeting ("AGM") to be held on 31 May 2019, the register of members
of the Company will be closed from 28 May 2019 to 31 May 2019,
both days inclusive, during which period no transfer of Shares will be
registered. The record date will be on 31 May 2019. In order to qualify for
attending the AGM, all transfers of Shares accompanied by the relevant
share certificates and transfer forms must be lodged with the Company’s
branch share registrar in Hong Kong, Tricor Investor Services Limited at
Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong before 4:30
p.m. on 27 May 2019.
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Property, Plant and Equipment

Details of movements in the property, plant and equipment of the Group
during the Year are set out in the consolidated financial statements Note
18 in this annual report.

Bank Borrowings
Details of bank borrowings of the Group as at 31 December 2018 are set
out in the consolidated financial statements Note 31 in this annual report.

Summary Financial Information

A summary of the published results and assets, liabilities and non-
controlling interests of the Group for the last five financial years is set out
in five year financial summary. This summary does not form part of the
consolidated financial statements in this annual report.

Share Capital

Details of the Company’s paid up capital for the Year are set out in the
consolidated financial statements Note 28 in this annual report.
Pre-Emptive Rights

There are no provisions for pre-emptive rights under the Articles or the
laws of Cayman Islands.

Purchase, Sale or Redemption of Shares

Save as disclosed below, there was no purchase, sale or redemption of
the Company’s listed securities by the Company or any of its subsidiaries
during the Year.
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Transfer to Reserves

The Group recorded a loss attributable to equity shareholder of
approximately HK$26.5 million (2017: loss attributable to equity
shareholders of HK$165.2 million). There will be no transfer to reserves
for the Year. Other movements in reserve are set out in the consolidated
statement of changes in equity in this annual report.

Material Acquisitions, Disposals and significant
Investment

Save as disclosed in the section headed “Management Discussion and
Analysis — Significant Investment, Material Acquisition and Disposal” in
this annual report, there were no significant investments held nor other
material acquisitions and disposals of subsidiaries, associated companies
and joint ventures during the year ended 31 December 2018.

Subsequent Events

Details of important event affecting the Group subsequent to 31
December 2018 are set out in the section headed “Management
Discussion and Analysis — Subsequent Events” in this annual report.

Major Customers and Suppliers

Sales to the Group’s five largest customers accounted for approximately
69.6% of the total sales for the Year and sales to the largest customer
included therein amounted to approximately 33.3% of the total sales
for the Year. Purchases from the Group’s five largest suppliers accounted
for approximately 62.3% of the total purchases for the Year and
purchase from the Group’s largest supplier included therein amounted to
approximately 53.3% of the total purchases for the Year.

None of the Directors or any of their close associates (as defined in the
Listing Rules) or any Shareholders (which, to the best knowledge of the
directors, own more than 5% of the Company’s issued share capital) had
any interest in the Group’s five largest customers and suppliers.
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Directors

The Directors who held office during the Year and as at the date of this
report were as follows:

Executive Directors:

Mr. Guo Yumin (Chairman)

Ms. Xia Yu

Mr. Zeng Xiangyang

Mr. Guo Cheng (resigned on 25 May 2018)

Independent Non-Executive Directors:

Ms. Fan Qing
Mr. Fong Wo, Felix
Mr. Lo Wa Kei, Roy

Biographies of Directors and Other Senior Management

The biographical details of Directors and other senior management are
disclosed in the section headed “Biographies of Directors and Senior
Management” of this annual report.

Directors Emoluments

Details of the Directors’ emoluments are set out in the consolidated
financial statements Note 15 in this annual report. The Directors’
remunerations are determined with reference to his duties and
responsibilities within the Company.

Interests of Directors in Contracts

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a Director had a material interest,
whether directly or indirectly, subsisted at the end of the Year or at any
time during the Year.

No contract of significance has been entered into during the Year between
the Company or any of its subsidiaries and the controlling Shareholders or
any of its subsidiaries.
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Management Contracts

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the Year.

Directors’ Interest in Competing Business

None of the Directors or any of their respective close associates (as defined
under the Listing Rules) had any interest in a business which competes
or likely to compete, either directly or indirectly, with the business of the
Group.

The independent non-executive Directors had, in the Board meeting
during the Year, reviewed the non-competition undertakings (the “Non-
competition Undertakings”) given by Sheen Tai Group Holding Limited
(“Sheentai BVI”) and Mr. Guo Yumin (“Mr. Guo"”) in a deed of non-
competition entered into between Sheentai BVI and Mr. Guo in favour
of the Company on 28 June 2012. The independent non-executive
Directors were not aware of any non-compliance of the Non-competition
Undertakings given by Sheentai BVI and Mr. Guo for the Year and up
to the date of this annual report. Each of Sheentai BVI and Mr. Guo
confirmed that he/it had complied with the Non-competition Undertakings
given by him/it from the date of the Non-competition Undertakings and
up to the date of this annual report.

Retirement Schemes

The Group participates in a state-managed retirement scheme operated by
the PRC government which covers the Group’s eligible employees in the
PRC and a Mandatory Provident Fund Scheme for the employees in Hong
Kong. Particulars of these retirement plans are set out in the consolidated
financial statements Note 4(u) in this annual report.

Distributable Reserves

Pursuant to the relevant rules of the Cayman Islands, the Company’s
distributable reserves as at 31 December 2018 amounted to approximately
HK$742.3 million.
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Directors’ Interests or Short Positions in Shares,
Underlying Shares and Debentures

(a

As at 31 December 2018, the interests and short positions of
the Directors or chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of the
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")) which were required
to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including any interests or
short positions which they are taken or deemed to have under such
provisions of the SFO) or were required, pursuant to section 352 of
the SFO, to be entered in the register referred to therein, or were
required, pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies in Appendix 10 to the Listing Rules,
to be notified to the Company and the Stock Exchange, were as
follows:

(i) Long Position in the Shares and the underlying Shares

Name of Director Capacity/Nature

gt 1HE

Mr. Guo Yumin

(“Mr. Guo") (Note 1)
PER(TEEE]D) S EE e (A1)

Beneficial owner (Note 2)

BESHEBANWE2)

Interest of spouse (Notes 3 and 4)

Be s (M3 K 4)

Ms. Xia Yu (“Ms. Xia") Interest of spouse (Note 5)

BER(HEx=x)) Be{B s (Mfat5)
Beneficial owner (Note 3)
BEnEB A (H:t3)
Mr. Zeng Xiangyang Beneficial owner (Note 6)
(“Mr. Zeng") E=Ea A (HiEe)
gmks((gxEl)
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Number of

Shares and
underlying Approximate
Shares held/ Percentage of
interested interest

e o]
ERRHOR s e d
HERGHE HEH
1,206,086,000 49.12%
272,356,164 11.09%
33,094,000 1.35%
1,478,442,164 60.22%
33,094,000 1.35%
4,000,000 0.16%
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Number of
Shares and
underlying Approximate
Shares held/ Percentage of
Name of Director Capacity/Nature interested interest
eV %) BHEEDL
EEpg 513 HE ERROEE HE
Ms. Fan Qing (“Ms. Fan") Beneficial owner (Note 7) 800,000 0.03%
SeiErt ([Bat]) EREBAN(HEE7)
Mr. Fong Wo, Felix Beneficial owner (Note 8) 800,000 0.03%
(“Mr. Fong”) BEmEE A (H1578)
AR E(HEE]D
Mr. Lo Wa Kei, Roy (“Mr. Lo") Beneficial owner (Note 9) 800,000 0.03%
EEESE(ELED BEnlEB A (H1:29)
(ii) Long Position in the Ordinary Shares of Associated (i) AEBEEZEZERDZEA

Corporation

Number of
Name of associated share held/ Percentage of
Name of Director corporation Capacity/Nature interested interest
SV 2]
EEgE B HE EamROEE HmEDL
Mr. Guo Sheentai BVI Beneficial owner 1 100%
£ EmBEAA
Ms. Xia (Note 5) Sheentai BVI Interest of spouse 1 100%
B+ (Ka5) T
Notes: Fi%E
1. Mr. Guo beneficially owns the entire issued share capital of Sheentai 1. 20 55 4 F 2 ¥k A Sheentai BVIF) 2 3 B 2 17T

A Bt BIBEZFHFRBEEG - Z65E
A R B CE 1B 1 Sheentai BVIEE A B FF B
1,206,086,000 X & h P HEB s - BRER
Sheentai BVIK)Mi— & 5 -

BVI. Therefore Mr. Guo is deemed, or taken to be, interested in all the
1,206,086,000 Shares held by Sheentai BVI for the purpose of the
SFO. Mr. Guo is the sole director of Sheentai BVI.

2. These 272,356,164 Shares and underlying Shares represent the 2.
272,356,164 Shares owned by Mr. Guo.

272,356,164 % i% 0 K A6 B AR (0 8 2D 5t 4
BH)272,356,164 f%f% (5 -

3. These 33,094,000 Shares and underlying Shares represent the 3.
33,094,000 Shares owned by Ms. Xia.

33,094,000 R f% 15 AR D IEE L T# A
#733,094,000 f&R% 5 °

BEREBBEL TR - Btk - BEERRS
HEFNER LRGN FTE R RAARK
DA RS

4. Mr. Guo is the spouse of Ms. Xia. Accordingly, Mr. Guo is deemed, or 4.
taken to be interested in all the Shares and underlying Shares in which
Ms. Xia is interested.
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Ms. Xia is the spouse of Mr. Guo. Accordingly, Ms. Xia is deemed, or
taken to be interested in all the Shares and underlying Shares in which
Mr. Guo is interested for the purpose of the SFO.

These 4,000,000 Shares and underlying Shares represent:
(a) the 2,000,000 Shares beneficially owned by Mr. Zeng; and

(b) the 2,000,000 underlying Shares which may be allotted and
issued to Mr. Zeng upon full exercise of the share options
granted under the Share Option Scheme adopted by the
Company on 22 June 2012 (the “Share Option Scheme”,
each share option granted under the Share Option Scheme is
referred to as “Share Option”) to him.

These 800,000 underlying Shares represent the 800,000 Shares which
may be allotted and issued to Ms. Fan upon full exercise of the Share
Options granted to her.

These 800,000 underlying Shares represent the 800,000 Shares which
may be allotted and issued to Mr. Fong upon full exercise of the Share
Options granted to him.

These 800,000 underlying Shares represent the 800,000 Shares which
may be allotted and issued to Mr. Lo upon full exercise of the Share
Options granted to him.
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800,000 A% 48 B I% (7 35 7 B BT A58
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800,000 J&A% 15 °
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(b)  So far as is known to the Directors, as at 31 December 2018, the
following persons (not being a Director or chief executive of the
Company as disclosed in paragraph (a) above) had interests or
short positions in Shares or underlying Shares which would fall to
be disclosed to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO or, who are,
directly or indirectly, interested in 10% or more of the nominal
value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any other member of the
Group:

The Company

Capacity/Nature of interest

(b) HBEEMA R2018F 1284318 AFTAL
(EX@BAEEZARBESKESITHA
BRRIN) AR 1D SARRANR (D P HE B IR IR FE 5 I HA
EIRBIZEXVEBE 2 RE 3D B EXERARA
AN R ENERSAR - REESEE
A WA R AEIER T EARE B EME
fbpk B A RIM R A ® LR E A E AR R KA
E{E 10% 3JA_Fa9RERs

Number of
Shares held/
interested

i R

Approximate
Percentage of
shareholding

B st

Beneficial owner

BEEEAA

Sheentai BVI

Save as disclosed above, as at 31 December 2018, the Company had
not been notified by any persons (other than Directors or chief executive
of the Company) who had interests or short positions in the Shares or
underlying Shares which would fall to be disclosed to the Company under
the provision of Divisions 2 and 3 of Part XV of the SFO or which were
recorded in the register required to be kept by the Company pursuant to
Section 336 of the SFO.

Directors’ Right to Acquire Shares or Debentures

Apart from as disclosed under the paragraph headed “Directors’ interests
and short positions in shares, underlying shares and debentures” above,
at no time during the Year was the Company, its holding company,
subsidiaries or fellow subsidiaries a party to any arrangement to enable
the Directors or the chief executive of the Company or their associates to
acquire benefits by means of the acquisition of shares in or debentures of
the Company or any other body corporate.
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Share Option Schemes BB fEst 8l

The Company adopted a share option scheme (the “Share Option ANAFIR 201246 A22 BERM—IBEARE S ([ 8
Scheme”) on 22 June 2012. A summary of the principal terms and ~ BRFEFTEI]) - IR 81 KR RGN BEZH 5
conditions of the Share Option Scheme is set out as follows. I

1.  Purpose of the Share Option Scheme

The purpose of the Share Option Scheme is 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 or service providers of the Group and to promote the
success of the business of the Group.

2. Participants

The Board may, at its absolute discretion and on such terms as it
may think fit, grant 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, options
to subscribe for such number of Shares as it may determine in
accordance with the terms of the Share Option Scheme.

The basis of eligibility of any participant to the grant of any option
shall be determined by the Board (or as the case may be, the
independent non-executive Directors) from time to time on the basis
of his contribution or potential contribution to the development
and growth of the Group.

BRI EINE B

BB ERMRBEES LR AEERE
B(2BERE) BF #HAL EBH- -2
HE - ABERE - HER RE TP BEXE
HRIRBH BRI RINER A R B AR E
EBRIHESR -

2RE

Exgn2ENBERZAERER SR ENAR
fFERAAEEEAREE (2RGRE) EF
ARMATHBERRARETAEZRRAAE
BEADHE A28 HER K2 7T
F - BEBHIRGHERR L EREIARL
HEREER B Bt (FTRIRBAERT B EEE ) -

EAI2EE A EREABERENERER TR
BEES (RBRBEAME  BIUFATES) T
BREEHAKENERAXENRRMIEE
BRARTE °
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Total number of Shares available for issue under the Share
Option Scheme

The maximum number of shares in respect of which options may be
granted under the Share Option Scheme and any other scheme of
the Company shall not in aggregate exceed 10% of all the shares
in issue as at the date of listing of the shares of the Company (or
such numbers of shares as shall result from a sub-division or a
consolidation of the shares of the Company from time to time), i.e.
40,000,000 shares representing 10% of the issued shares of the
Company as at the date of listing. On 25 September 2015, each of
the existing issued and unissued shares of the Company of HK$0.01
each in the share capital of the Company was sub-divided into four
sub-divided shares of HK$0.0025 each (the “Shares Subdivision”).
As such, the maximum number of shares in respect of which
options may be granted under the Share Option Scheme and any
other scheme of the Company is adjusted from 40,000,000 to
160,000,000.

On 29 January 2015, a total of 14,600,000 share options to
subscribe for a total of 14,600,000 ordinary shares of HK$0.01
each of the Company (which were adjusted to 58,400,000 shares
of HK$0.0025 each after the Shares Subdivision) were granted to
certain Directors and employees of the Company under the Share
Option Scheme.

Therefore, as at the date of this annual report, the total number
of shares available for issue under the Share Option Scheme and
any other scheme of the Company was 53,650,000 representing
approximately 2.19% of the issued share capital of the Company as
at the date of this annual report.

Maximum entitlement of each participant

The total number of shares issued and to be issued upon exercise
of options granted to any participant (including both exercised and
outstanding options) under the Share Option Scheme or any other
share option schemes of the Company in any 12-month period
up to the date of grant shall not exceed 1% of the shares of the
Company in issue.
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Time of exercise of options

An option may be exercised in accordance with the terms of the
Share Option Scheme at any time during a period as the Board may
determine which shall not exceed ten years from the date of grant
subject to the provisions of early termination thereof.

Minimum period for which an option must be held before it
can be exercised

Save as determined by the Board and provided in the offer of the
grant of the relevant options, there is no performance target which
must be achieved before any of the options can be exercised.

Time of acceptance and the amount payable on acceptance of
the option

An offer for the grant of options must be accepted within seven
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.

Basis of determining the exercise price

The exercise price of a share in respect of any particular option
granted under the Share Option Scheme shall be a price solely
determined by the Board and notified to a participant and shall
be at least the higher of: (i) the closing price of the shares of the
Company as stated in the Stock Exchange's daily quotations sheet
on the date of grant of the option, which must be a business day;
(i) the average of the closing prices of the shares of the Company
as stated in the Stock Exchange's daily quotations sheets for the
five business days immediately preceding the date of grant of the
option; and (i) the nominal value of a share of the Company on
the date of grant of the option.

Life of the Share Option Scheme

The Share Option Scheme will remain in force for a period of ten
years commencing on the date on 22 June 2012 (the date on
which the Share Option Scheme was conditionally adopted by the
Company) and shall expire at the close of business on the business
day immediately preceding the tenth anniversary thereof unless
terminated earlier by the shareholders of the Company in general
meeting.
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On 29 January 2015, a total of 14,600,000 share options to
subscribe for a total of 14,600,000 ordinary shares of HK$0.01 each
of the Company were granted to certain Directors and employees
of the Company under the Share Option Scheme. Among the share
options granted above, 2,100,000 share options were granted to
the Directors to subscribe for a total of 2,100,000 shares of the
Company. For details, please refer to the Company’s announcement
dated 29 January 2015.

Please refer to the announcement of the Company dated 24
September 2015 in relation to the adjustment to the options
granted under the Share Option Scheme upon the share subdivision
of the Company becoming effective on 25 September 2015.

Set out below are details of the outstanding options granted under

the Share Option Scheme as at the date of this report:

7201591 298 + A R & $£14,600,000
A QXA ERMEECIE TH T BN
14,600,000 17 HE iz 4 - BAIRIRA R 7] #Y B AR A
AEETETARREERIES - RARLE
AXAEA 2,100,000 BBAE IR TES - R
#E452£2,100,000 A ARG © FHIBERL2EA
ARIAEA2015F 1 29 BHAQE -

FHRHEANATHEA2015F9 A 24 HHAE -
ANRBBEARRERRDIFAENR20159F9 B 25 HAE
A BB AR T EE o

WA E BH - RIBEBAER EIRHHORTTE
BEFREIIT

Number of ~ Outstanding Outstanding

options granted as at During the reporting period as at

on 29 January 1 January REESR 31 December

Name of grantee 2015 2018 Exercised Cancelled Lapsed 2018

R2O155  R2018% 20185

18298 1R1R 12A31R

RRALR EREREYE WA B BAM WA

Director EF

Mr. Guo Cheng (note) HSEE () 1,600,000 1,600,000 - - = 1,600,000

Mr. Zeng Xiangyang k%A 2,000,000 2,000,000 - = = 2,000,000

Mr. Fong Wo, Felix pagilin 800,000 800,000 - - - 800,000

Ms. Fan Qing SRRt 800,000 800,000 - - - 800,000

Mr. Lo Wa Kei, Roy BEREL 800,000 800,000 - - = 800,000

Employees ESRER 52,400,000 47,650,000 - - - 47,650,000

and advisers

Total fit 58,400,000 53,650,000 - - - 53,650,000

Note: Mr. Guo Cheng retired as a Director on 25 May 2018. BisE : SBSEA TN 201845 A25 HREES -
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Employees and Remuneration Policy

As at 31 December 2018, the Group employed approximately 317 full-
time staff members. The Directors and senior management receive
compensation in the form of fees, salaries, allowances, benefits in kind
and/or discretionary bonuses relating to our performance. The Group
also established the Share Option Scheme to incentivize the senior
management and employees, further details of which are set out in
the paragraph headed “Share Option Schemes” in this report. When
reviewing and determining the specific remuneration packages for the
executive Directors and senior management, the Company takes into
consideration factors such as their individual performance, qualification,
experience and seniority, salaries paid by comparable companies, time
commitment and responsibilities of the Directors, employment elsewhere
in the Group and desirability of performance-based remuneration. The
Group determines the staff’s remuneration based on factors such as
qualifications and work experience.

Corporate Governance

The Company is committed to maintaining the highest standard of
corporate governance practices. Information on the corporate governance
practices adopted by the Company is set out in the Corporate Governance
Report of this annual report.

Charitable Donations

During the Year, the Group did not make any charitable donation.

Permitted Indemnity Provisions

Pursuant to Article 191 of the Article of Association, every Director is
entitled to be indemnified out of the assets of the Company against all
losses or liabilities which he may sustain or incur in or about the execution
of the duties of his office or otherwise in relation thereto.

Public Float

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, as at the date of this annual
report, the Company has maintained sufficient public float during the
Year and up to the date of this annual report as required under the Listing
Rules.
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Auditor

RSM Hong Kong ("RSM") had acted as the auditors of the Company for
the Year. The Company changed its external auditors on 12 October 2017
from KPMG to RSM. On 22 November 2018, RSM changed its Chinese
practice name from “ FIGEZE (B8 ) AN BT " to " ZEFRESETAD
ES 3N

RSM will retire and being eligible, offer themselves for reappointment
at the forthcoming annual general meeting. A resolution for the

reappointment of RSM as auditor of the Company will be proposed at the
forthcoming annual general meeting.

By Order of the Board of

Guo Yumin
Chairman

Hong Kong, 29 March 2019
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Independent Auditor’s Report

29th Floor, Lee Garden Two, 28 Yun Ping Road,
Causeway Bay, Hong Kong

TO THE SHAREHOLDERS OF
SHEEN TAI HOLDINGS GROUP COMPANY LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Sheen Tai
Holdings Group Company Limited (the “Company”) and its subsidiaries
(the “Group”) set out on pages 78 to 203, which comprise the
consolidated statement of financial position as at 31 December 2018, and
the consolidated statement of profit or loss, the consolidated statement
of profit or loss and other comprehensive income, the consolidated
statement of changes in equity and the 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 December 2018, 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 (the “HKICPA"”) and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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BASIS FOR 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 judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. 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. The key audit matter we identified is the
estimation of the recoverable amount of certain cloud platforms classified
as property, plant and equipment.
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KEY AUDIT MATTERS (CONTINUED)

Independent Auditor’s Report
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FEESSEEA)

Key Audit Matter
BERETEE

How our audit addressed the Key Audit Matter
BAREHREF N EEREETEE

Estimation of the recoverable amount of certain cloud platforms
classified as property, plant and equipment

Refer to notes 5(d) to the consolidated financial statements.

The Group owns certain cloud platforms (the “Cloud Platforms”)
situated in the People’s Republic of China and engaged a third party
operator (the “Operator) to operate and maintain the Cloud Platforms
since the commencement of the business in 2016 for a period of ten
years. Management reviewed the performance of the Operator in
2017 and considered it to be unsatisfactory. On 26 September 2018,
the Company entered into a termination agreement with the Operator
to terminate its operation and maintenance services to the Cloud
Platforms (the “Termination”). The operation of the Cloud Platforms
was temporarily ceased since the Termination and the Cloud Platforms
become temporarily idle accordingly.

Management has performed assessment on the recoverable amount
of the Cloud Platforms. The recoverable amount of the Cloud
Platforms was determined on the basis of value in use models that
required significant management judgement in making assumptions
about future revenue, profit margins and growth rates and in selecting
an appropriate market discount rate.

An impairment loss of approximately HK$19,419,000 was recorded
for the Cloud Platforms during the year.

SERYFE  BERKEZETEFE TR EIEEIGE
A2 AP ERRMEESM) °

REBBEBETHNRPEARKNBEEANET A ([EF
gl TEEF=FEER((EEm]) dEREEEZTS
BEBR 2016 FRIAERT A TF - ERERNEER2017
FHERR  RAELITHE - R 201849 A26 AN RIELE
RIRIM R I RIEEAE T RIS E REERE ([K&
IE#H#]) - EFaMEFEERITRIEHEREREE  Bit
BFALHHE -

EEEBEIGHEFAMNAIKESE EFaMAKRESEET
REFREEENETE  ZERTEELEATERE HE
LA AR SRR ZS ~ FIB R R 38 R R I RIRI2E & T 59738 R
e R -

RAFE - EF S5 REREL 19,419,000 87T °

Our procedures in relation to management’s impairment assessment
included:

° Evaluating the independent external valuer's
competence, capabilities and objectivity;

o Assessing the integrity of the valuation models;

° Challenging the reasonableness of management's key
assumptions based on our knowledge of the business
and the industry;

o Reconciling input data to supporting evidence, such as
approved budgets and considering the historical accuracy
of those budgets;

° Assessing the appropriateness of the discount rates used
with assistance of our internal valuation specialists; and

o Assessing the adequacy of the disclosures in the
consolidated financial statements.
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OTHER INFORMATION

The directors are responsible for the Other Information. The Other
Information comprises all of the information included in the annual report
other than 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.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors 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 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.

The Audit Committee assists the directors in discharging their
responsibilities for overseeing the Group’s financial reporting process.
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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. We report our opinion solely to you, as a
body, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

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
judgement and maintain professional skepticism throughout the audit.
We also:

o 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.

o 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.

o Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

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.

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.

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 the Audit Committee 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.
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