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DNAEEHR
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CORPORATE INFORMATION (Continued)
DEEH (&)
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On behalf of the board (the “Board”) of directors (each a “Director”)
of China Fortune Financial Group Limited (“China Fortune” or the
“Company’, together with its subsidiaries collectively referred to as
the “Group”), | hereby present the overall performance of the Group
for the year ended 31 March 2020.

2019 proved to be a year of risks and challenges to Hong Kong
society and its market, and one that was redolent of magical realism.
While global economic growth slowed down significantly, the tit-for-tat
trade war between China and the United States of America (the “USA”)
continued. Such antagonism opened up a new window in history,
undermining and overhauling the international order we were so
familiar with, and this year was certainly a unique one in Hong Kong’s
history.

The capital market of Hong Kong suffered from both internal and
external impacts during 2019. External factors included the see-saw
developments and continual escalation of the Sino-US trade war,
as well as the twists and turns of United Kingdom’s withdrawal from
the European Union. Internally, the ongoing social events caused by
protests against the fugitive bill dealt Hong Kong, which had already
found itself in a tight spot amid the Sino-US trade war, a severe blow,
driving the city into its first recession in a decade. Since June 2019,
tourist arrivals to Hong Kong have decreased by more than 50% year-
on-year. Service sectors, such as retail, hotel, catering and tourism,
have experienced a rare “severe winter”, with annual total GDP shrank
by 1.2%, which was the first annual economic decline recorded ever
since 2009.

However, such “severe winter” among various service sectors has not
yet subsided. The sudden global outbreak of COVID-19 pandemic
in early 2020 has brought forth confusion and unpredictability to the
global economic trend. The global market was suffocated by the
trading curbs in the US stock markets, the soaring unemployment rate
worldwide and the pandemic development. The unemployment rate
in Hong Kong also rose to a nine-year record high of 4.2% in March
2020.
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CHAIRMAN’S STATEMENT (Continued)
ERHBE ()

Although surrounded by both internal and external difficulties, Hong
Kong’s financial market still manifested strong resilience through more
active interconnection with the mainland, high trading volume in the
monetary and fixed income market, and Hang Seng Index closing at a
slight increase of 9% even under volatility. In a market with an overall
unstable situation and frequent-changing trend, during the year of
2019, clients from our brokerage business increased and the active
level of transactions rose, save for the scale of margin business which
contracted due to risk control considerations. In terms of own capital
investments and asset management businesses, the investment
portfolios of ours and of clients consist of high-quality Chinese-issued
US dollar-denominated bond portfolio, China and Hong Kong stock
portfolio of mainly large cap stock, and pre-initial public offering
equity investment portfolio of companies in emerging industries that
are linked to investment banking business. Despite the inevitable
fluctuations derived from the impact of COVID-19 pandemic, we still
managed to smoothly pass the “darkest moment” of the global market
in early March 2020.

Investment banking remained our most competitive business during
2019. From April 2019 to March 2020, a total of 167 companies
launched their initial public offering on the main board of the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). Fortune
Financial Capital Limited, in its capacity as sole sponsor, helped
4 of these companies to be listed on the main board. Meanwhile,
the underwriting business of Fortune (HK) Securities Limited grew
on the basis of its success in 2018, participating in 10 main board
initial public offering projects in 2019. It not only acted as a joint
bookrunner for the blockbuster listing of Shenwan Hongyuan Group
Co., Ltd. (Stock Code: 6806.hk), but also as a global coordinator and
bookrunner for other important projects such as the listings of CSSC
(Hong Kong) Shipping Company Limited (Stock Code: 3877.hk),
360 Ludashi Holdings Limited (Stock Code: 3601.hk) and Newborn
Town Inc. (Stock Code: 9911.hk), raising more than HK$1.8 billion for
its clients. As at the date of this report, we have completed a large
number of premium sponsoring and underwriting projects and have
many more in the pipeline. All these have helped to shape our image
as a top-notch investment banking firm connecting mainland China
and Hong Kong.
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CHAIRMAN’S STATEMENT (Continued)

As at 31 March 2020, the Group recorded a total revenue of
approximately HK$179,401,000, representing a huge increase
of 66.00% year-on-year, and a total loss of approximately
HK$71,814,000, representing a significant decrease of 31.07% year-
on-year. The loss was mainly caused by (1) an increase in corporate
expenses due to the expanse of our brokerage business; (2) fair
value losses due to the volatility of the stock and bond market in
early 2020; and (3) losses in our associates. Our total loss decreased
significantly, mostly because (1) our total revenue surged; and (2)
the Company assessed the circumstances and reduced its human
resources and administrative costs appropriately.

Amid the sudden outbreak of COVID-19 pandemic in 2020, we took
care of each of our employees and their families, implementing safety
measures meticulously and providing them with necessary supplies.
In early February 2020, when the pandemic peaked in Hong Kong,
we also purchased 6,000 top-quality P2-grade medical masks from
Australia and donated them to the elderly and those in need in
different districts through the Po Leung Kuk, thereby giving back to
Hong Kong society.

After three years of baptism of fire, our team has become younger
and more professional, with a more diversified business model
and portfolio of products. Our corporate governance structure has
improved, while our funding channels remain stable and have been
expanding. Under the principles of strict compliance with relevant
laws, rules and regulations and stringent risk and cost control,
strongly supported by the board of directors and with the efforts of
the fast-maturing management, China Fortune will not disappoint
its shareholders. It will, step by step, march forward steadily and
powerfully on the road of stable growth. Here | would like to extend
my deepest respect and gratitude to investors and all sectors of
society for their support and concern, and to the shareholders,
the Board, the management and all our colleagues for their strong
support and hard work.

Mr. XIE Zhichun
Chairman

Hong Kong, 29 June 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWED

RESULTS

For the year ended 31 March 2020 (the “Reporting Year”), revenue
and net investment losses of the Group amounted to approximately
HK$166,017,000 representing an increase of approximately 54.54%
from approximately HK$107,426,000 for the year ended 31 March
2019. The increase was mainly attributable to increase in revenue
contributed from the Group’s securities brokerage and margin
financing business and money lending business.

The Group recorded a loss of approximately HK$71,814,000 for
the year ended 31 March 2020, as compared with the loss of
approximately HK$104,179,000 for the corresponding period in
2019. Net loss attributable to owners of the Company amounted to
approximately HK$71,814,000 for the Reporting Year, representing
a reduction of approximately 31.07% comparing with the loss of
approximately HK$104,179,000 for the corresponding period in
2019. Despite (1) the increase in cost of brokerage business; (2) the
increase in losses in fair value of financial assets at FVTPL; and (3)
the loss in the share of associates as compared to that for the year
ended 31 March 2019, the overall performance of net loss attributable
to owners of the Company was improved in the year ended 31 March
2020 mainly due to (1) substantial increase in revenue; and (2)
decrease in staff costs.

The basic and diluted loss per share of the Company for the
Reporting Year was approximately HK0.78 cents as compared with
the basic and diluted loss per share of approximately HK1.38 cents
for the corresponding period in 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

BUSINESS REVIEW

The outbreak of Coronavirus Disease 2019 (“COVID-19”) since
the first quarter of 2020 has shattered every economic sector on a
global scale. COVID-19 may have certain impacts on the Group’s
corporate finance business, as some IPO projects may be affected
as some of the works to be conducted on site were affected with the
exercise of isolating measures such as quarantine after travelling from
other places and lockdown of a region or even a country. While the
COVID-19 epidemic may affect the operation of the Group’s corporate
finance business in a degree, the Group’s operation is generally
stable and there is no significant adverse impact on the financial
position and operating results of the Group at present.

The business of securities brokerage and margin financing is one of
the main revenue streams of the Group. During the Reporting Year,
the business of securities brokerage and margin financing recorded a
revenue and net investment losses of approximately HK$53,679,000,
representing an increase of approximately 59.94% as compared
to the revenue and net investment losses of approximately
HK$33,563,000 for the corresponding period in 2019. The increase
in revenue was mainly contributed from the Group’s underwriting
business.

The segment profit for the year ended 31 March 2020 amounted to
approximately HK$17,108,000 (2019: approximately HK$3,772,000),
representing an increase in profit of approximately 353.55% as
compared with the corresponding period in 2019.

The Group’s strategy is to focus and strengthen existing securities
operation and work in close collaboration with our corporate finance
business as well as wealth management business, in order to provide
a one-stop integrated financial services to better serve our institutional
and high networth individual clients.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

The corporate finance market was under a keen competition during
the Reporting Year. Segment revenue from corporate finance business
and net investment losses/gains increased by approximately 3.06%
from approximately HK$50,079,000 to approximately HK$51,612,000
while the segment profit for the year ended 31 March 2020 amounted
to approximately HK$1,128,000 (2019: approximately HK$1,744,000),
representing a decrease in profit of approximately HK$616,000, as
compared with the corresponding period in 2019.

During the Reporting Year, the money lending market was under
intensive competition locally. The Group recorded an interest
income from money lending of approximately HK$40,702,000
(2019: approximately HK$10,364,000), representing an increase
of approximately 292.72% as compared with the corresponding
period in 2019. Such growth was primarily attributable to the growth
in average loan balance which was the result of the Group’s effort in
expanding lending business.

During the Reporting Year, the Group recorded a segment revenue
from consultancy services and insurance brokerage services of
approximately HK$2,393,000 (2019: approximately HK$2,594,000),
representing a reduction of approximately 7.75% as compared with
the corresponding period in 2019.

During the Reporting Year, the Group recorded a segment revenue
and net investment losses from asset management of approximately
HK$10,964,000 (2019: segment revenue and net investment gains of
approximately HK$11,647,000), representing a slightly decrease of
approximately 5.86% as compared with the corresponding period in
2019.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

ISSUE OF CONVERTIBLE BONDS

On 22 November 2016, the Company (as the issuer) entered into
each of the Cinda Subscription Agreement, the PAL Subscription
Agreement and the Riverhead Capital Subscription Agreement (each
as defined below) in relation to the issue of convertible bonds in an
aggregate principal amount of HK$570,000,000.

(i)  The Company entered into a subscription agreement (the
“Cinda Subscription Agreement”) with Mankind Investment
Limited (“Mankind”), pursuant to which, Mankind agreed to
subscribe to the convertible bonds in the principal amount of
HK$110,754,000 (the “Convertible Bonds to Mankind”).

(i)  On 21 September 2016, the Company entered into a
subscription agreement with Pacific Alliance Limited (“PAL”"),
and subsequently a supplemental agreement on 22 November
2016 (the “PAL Subscription Agreement”), pursuant to which,
PAL agreed to subscribe to the convertible bonds in the
principal amount of HK$153,585,000 (the “Convertible Bonds
to PAL"). On 8 January 2018, PAL sold the Convertible Bonds
to PAL to Value Convergence Holdings Limited.

(i) The Company entered into a subscription agreement (the
“Riverhead Capital Subscription Agreement”) with Riverhead
Capital (International) Management Co., Limited (“Riverhead
Capital”), pursuant to which, Riverhead Capital agreed to
subscribe to the convertible bonds in the aggregate principal
amount of HK$305,661,000 (the “Convertible Bonds to
Riverhead Capital”) in 4 tranches.

Completion of subscriptions (i), (ii) and tranche 1 of subscription
(iii) above (altogether, the “Tranche 1 Convertible Bonds”) took
place on 30 March 2017. The convertible bonds to Mankind, PAL
and Riverhead Capital are all bear an interest rate of 2% and
mature on the third (3rd) anniversary of the date of issue of the
convertible bonds with both dates inclusive at the conversion price of
HK$0.06 per conversion share. Upon full conversion of the Tranche
1 Convertible Bonds by all subscribers at the conversion price of
HK$0.06, a total number of 6,500,000,000 conversion shares will be
issued, subject to adjustments to the conversion price of HK$0.06.

BEEEFWED T (&R
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

The net proceeds raised through the issue of the Tranche
1 Convertible Bonds were approximately HK$385,000,000, in which
(i) approximately HK$180,000,000 had been used for the injection of
capital to a wholly-owned subsidiary of the Company and expanding
its margin financing and underwriting business; (ii) approximately
HK$150,000,000 for expanding its money lending business; (iii)
approximately HK$12,000,000 for engaging in private equity
investments; (iv) approximately HK$9,000,000 for strengthening
the capital base of its subsidiaries and (v) the remaining balance of
approximately HK$34,000,000 for the general working capital of the
Group.

The Convertible Bonds to Mankind was exercised in approximately
51.74% of original principal amount, which was equivalent to the
amount of HK$57,300,000 at the conversion price of HK$0.06 on
27 April 2017. After completion of conversion, 955,000,000 shares
was being issued on 28 April 2017. Furthermore, tranche 1 of the
Convertible Bonds to Riverhead Capital was also exercised in full
in the principal amount of HK$125,661,000 at the conversion price
of HK$0.06 on 27 April 2017. After the completion of conversion,
2,094,350,000 shares was being issued on 28 April 2017.

Following the exercise of tranche 1 of the Convertible Bonds to
Riverhead Capital, completion of subscription of tranche 2 took
place on 28 June 2017. The net proceeds raised through the issue
of tranche 2 of the Convertible Bonds to Riverhead Capital were
HK$60,000,000, in which approximately HK$50,000,000 will be used
for further expanding its margin financing business and approximately
HK$10,000,000 for its underwriting business.

Following the completion of tranche 2 of the Convertible Bonds to
Riverhead Capital, completion of subscription of tranche 3 took place
on 5 July 2018. The net proceeds raised through the issue of tranche
3 of the Convertible Bonds to Riverhead Capital are HK$60,000,000,
in which approximately HK$36,000,000 had been used for further
strengthening the proprietary trading business, approximately
HK$12,000,000 had been used for engagement in private equity
investments such as pre-IPO investment, and approximately
HK$12,000,000 had been used for the asset management business
as seed money to the existing funds and/or new funds.

China Fortune Financial Group Limited
Annual Report 2020
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

The tranche 2 of the Convertible Bonds to Riverhead Capital was due
on 28 June 2020. As disclosed in the announcement of the Company
dated 8 July 2020 (the “Amendment Deed Announcement”), the
Company and Riverhead Capital entered into an amendment deed
(the “Amendment Deed”) on 8 July 2020 (after trading hours),
pursuant to which Riverhead Capital conditionally agreed to extend
the maturity date of the tranche 2 of the Convertible Bonds to
Riverhead Capital from the date falling on the third anniversary of the
issue date of the tranche 2 of the Convertible Bonds to Riverhead
Capital (i.e. 28 June 2020) to the fifth anniversary of the issue date
of the tranche 2 of the Convertible Bonds to Riverhead Capital
(i.e. 28 June 2022) (the “CB Extension”). Subject to fulfillment
of the conditions precedent as disclosed in Amendment Deed
Announcement, the Company shall execute a supplemental deed
poll (the “Supplemental Deed Poll”) to effect the CB Extension. The
CB Extension shall take effect from the date of the Supplemental
Deed Poll. Pursuant to Rule 28.05 of the Rules governing the Listing
of securities on the Stock Exchange (the “Listing Rules”), any
alteration in the terms of convertible debt securities after issue must
be approved by the Stock Exchange, except where the alteration
takes effect automatically under the existing terms of such convertible
debt securities. The Company has applied to the Stock Exchange for
approval of the CB Extension contemplated under the Amendment
Deed. Such approval remains outstanding as at the date of this
report. For further details of the CB extension, please refer to the
Amendment Deed Announcement.

The tranche 3 of the Convertible Bonds to Riverhead Capital was
exercised in 65% of original principal amount, which was equivalent
to the amount of HK$39,000,000 at the conversion price of HK$0.06
on 11 January 2019. After the completion of conversion, 650,000,000
shares was being issued on 14 January 2019.

The tranche 4 of the Convertible Bonds to Riverhead Capital were not
issued due to the non-satisfaction of the conditions precedents set
out in the Riverhead Capital Subscription Agreement.

The Convertible Bonds to Mankind matured on 30 March 2020.
Pursuant to the terms and conditions of the Convertible Bonds
to Mankind, the outstanding principal amount of HK$53,454,000
together with all accrued and unpaid interests was subsequently
repaid on 3 April 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

The Convertible Bonds to PAL matured on 30 March 2020. Pursuant
to the terms and conditions of the Convertible Bonds to PAL, the
outstanding principal amount of HK$153,585,000 together with
all accrued and unpaid interests shall be paid by the Company
to the current bondholders of the Convertible Bonds to PAL. As at
the date of this report, the Company has fully settled all accrued
unpaid interest and repaid HK$134,000,000 of the outstanding
principal amount of HK$153,585,000. As disclosed in the voluntary
announcement of the Company dated 10 July 2020, the Company
has fully settled and repaid the balance of the outstanding principal
and interest in relation to the Convertible Bonds to PAL.

For details of the Cinda Subscription Agreement, PAL Subscription
Agreement and Riverhead Capital Subscription Agreement and the
relevant transactions, please refer to the circular dated 13 December
2016 and announcements of the Company dated 21 September
2016, 22 November 2016, 5 January 2017, 30 March 2017, 28 April
2017, 5 July 2018, 14 January 2019, 30 March 2020, 14 April 2020,
8 July 2020 and 10 July 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

With reference made to the mentioned circular and announcements,
Tranche 1 Convertible Bonds, tranche 2 of the Convertible Bonds
to Riverhead Capital and tranche 3 of the Convertible Bonds to
Riverhead Capital were issued pursuant to the resolutions passed at

the extraordinary general meeting held on 5 January 2017. The total

funds raised from and the details of the use of proceeds of the said

tranches are as follows:

Tranche 1 Convertible Bonds

Intended use

of the proceeds

as previously
disclosed

JE A PR 5B AT 1S RO AV R
E B

a. Expanding the
margin financing and
underwriting
businesses

BERITRAE MBHER

Approximate
amount to apply
on the proceeds

as previously
disclosed
FRSRIRIZ AT
RELFAEAKN
BMOEHE

HK$60,000,000
60,000,000 /& 7T

Utilized
proceeds

on the intended
use during the
year ended

31 March 2020
RBE-Z=%
#=RA=t+—H
L FEREE R
BHANME

FIH

HK$60,000,000
60,000,000 /7T

BEEEFWED T (&R

R2RRILR KR RS - B RTHRR
% FRWIRBEANAMBRESFRE=H
TRERNABRBESIRER T —HF—
AR BSRTHRRERIAEG LERBRAIRE
ETNET - BB LA ESHEEES
RS PTISSR MBI T

E—ftmRES

Unutilized
proceeds as at
31 March 2020

Expected timeline for
the use of unutilized
proceeds and reasons

R=ZBE=FHF= fordelay
B=+—HBX8 FERRBAMERENTE
AMBNRIE HRRREERER

HK$0 Not applicable

0BT MTEM

PEERERMEEERAR

-

“ECEFFER
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

Intended use
of the proceeds
as previously
disclosed

JE A iR B AT S FOR RO R

ER®

b. Establishment
of a joint venture
company to be

formed in the People’s
Republic of China

(the"PRC”)

(the “dV Company”)

under the Closer

Economic Partnership

Arrangement

R TEEREERH
BHZHE EPEAR
HANE ([HE ) sz

aERA ([EEA

al)

China Fortune Financial Group Limited
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Approximate
amount to apply
on the proceeds

as previously
disclosed
FRSFRIEER AT
BEAXEAN
BOeRE

HK$120,000,000
120,000,00078 7T

Utilized
proceeds

on the intended
use during the
year ended

31 March 2020
RBE=B=%

F=A=+-H
I FEREER
BREANRE
RIE
HK$0
0BT

Unutilized
proceeds as at
31 March 2020
R-ZB-BF=
A=+—BXH

RS ®RIE

HK$120,000,000
120,000,000 78 7T

Expected timeline for
the use of unutilized
proceeds and reasons
for delay
ERARBRAERIENTE
HARFPR R EE IR TR

The proceeds is planned
to be applied in
accordance with
the intended use as
disclosed in the
circular dated
13 December 2016.
Documents to
supplement the
application made
to China Securities
Regulatory Commission
for establishment of
the JV Company was
last made on 27 July
2018 while the
timeframe is subject
to the said regulator’s
approval

FRSFIRSt B2 A HA
RZE—RETH
T=RZBHAKEZ
WMERGEER - F—X
k=D AVA= X~ VNl
BAXMHERZZT—N
FHtAZTHHRRT
THESEEEEES
g BRXBFLRE
BB HETEE



Intended use

of the proceeds

as previously
disclosed

SE A0 AT i 2B PR 1S RUE Y R
ERR

Expanding its money
lending business

BREMEXES

Engaging in private
equity investments

SHFEBRAIRE

Proprietary trading

BEEER

Strengthening the
capital base of
wealth management
business

HRTEERER
BARERE

Strengthening the
capital base of
corporate financing
business

HERPEREERB
BREE

General working capital
—REEER

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
BEENWED T ()

Approximate
amount to apply
on the proceeds

as previously
disclosed
FRSFRIEE AT
HEAXEAN
BOeRE

HK$150,000,000
150,000,000 % 7T

HK$12,000,000
12,000,000/& 7T

HK$5,000,000

5,000,000/ 7T

HK$2,000,000
2,000,000787T

HK$2,000,000
2,000,000 & 7T

HK$34,000,000
34,000,00078 7T

Utilized
proceeds

on the intended
use during the
year ended

31 March 2020
RBE=Z=%
F=RA=+—8
L EEREER
RE)AENFRE

I

HK$150,000,000
150,000,000 47T

HK$12,000,000
12,000,000/& 7T

HK$5,000,000

5,000,000 7T

HK$2,000,000
2,000,000787T

HK$2,000,000
2,000,000 & 7T

HK$34,000,000
34,000,000 /7T

Unutilized
proceeds as at
31 March 2020
R-ZB-BF=
A=+—BX

RS RIE

HK$0
087

HK$0
0787

HK$0

0%

HK$0
0T

HK$0
0BT

HK$0
047

Expected timeline for
the use of unutilized
proceeds and reasons
for delay
ERARBRAERIENTE
HARFPR R IR T

Not applicable
NE

Not applicable
TNER

Not applicable
TNER

Not applicable
TNER

Not applicable
NER

Not applicable
TEH

PSR BERERAT
—EoTEER
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
BEENWRESN (H)

FRTRERTRRES

Tranche 2 of the Convertible Bonds to Riverhead Capital

Utilized
proceeds

on the intended
use during the

Approximate year ended
amount to apply 31 March 2020
Intended use on the proceeds REZE Unutilized
of the proceeds as previously —EB-EHE proceeds as at Expected timeline
as previously disclosed =A=+—H 31 March 2020 for the use of
disclosed FrieFig IFEEREBEA R=ZZTZ=ZH unutilized proceeds
FRFRBASRENRE  EEARESR BREVARE ZHA=+—H &RAKRBAMERIEN
ERE ERNBAEHE MIE REARERIE FAHKR
Further expanding HK$50,000,000 HK$50,000,000 HK$0 Not applicable
the margin financing 50,000,000/87C 50,000,000 7T 08T TEMA
business
E—FPBERAFERREED
Further strengthening HK$10,000,000 HK$10,000,000 HK$0 Not applicable
the underwriting 10,000,000/8 7T 10,000,000 75 7T 0%t MTEA

business

E— TR BIHER

China Fortune Financial Group Limited
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Intended use

of the proceeds

as previously
disclosed

SE R PR BB RS RUR I B
E R

Further strengthening
the proprietary
trading business

HE—FRERBEEERD

Further engagement
in private equity
investments
E—S2ENERANIRE

For the asset
management
business to be used
as seed money to the
existing funds
and/or new funds

HEEEREBMS -
AERAES R 3
MESHETES

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
BEENWED T ()

Approximate
amount to apply
on the proceeds

as previously
disclosed
FrigFE
REMKER N
ERANBYERE

HK$36,000,000
36,000,000787T

HK$12,000,000
12,000,000 % 7T

HK$12,000,000
12,000,000/& 7T

Tranche 3 of the Convertible Bonds to Riverhead Capital

Utilized
proceeds

on the intended
use during the
year ended

31 March 2020
REBZE

.
=R=t—H
L FEREE A
BRE)ANRE

FIE

HK$36,000,000
36,000,000 7T

HK$12,000,000
12,000,000 7T

HK$12,000,000
12,000,000/8 7T

Unutilized
proceeds as at
31 March 2020

R=ZB=FF
=A=+—H
REVAFIBRIE

HK$0
0BT

HK$0
0%87T

HK$0
0&TT

FoRTRERTRRES

Expected timeline
for the use of
unutilized proceeds
ERAREAME
FRIE A H R PR

Not applicable

NE

Not applicable
NEm

Not applicable
TNER

PSR BERERAT
—EoTEER
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

OUTLOOK

The beginning of the year 2020 can be aptly summarised by the
quote “the only certainty in life is uncertainty”. But opportunities often
hide behind volatility, and they certainly favour daring and astute
players. In the foreseeable future, the global economy will inevitably
be under the influence of the development of the pandemic.
Meanwhile, with the unfolding of important events such as the US
presidential election, the global market will also be affected by the
strategic moves of two superpowers, namely China and the US,
as well as by new international relationships in a post-COVID-19
world. However, we firmly believe that the pandemic will pass, we
human beings will overcome the virus, and the long-term growth of
China’s overall economy will continue. We have strong confidence
in the Chinese market and invest a lot in it. Based in Hong Kong
and possessing a global vision, we provide services to Chinese
enterprises. This is how China Fortune is to position itself in the future
and this is its duty. China Fortune will adhere to its philosophy of “be
steady, accurate, quick and decisive”, keeping our existing business
going steadily, assessing market trends accurately, making decisions
quickly and executing them decisively. Under the principles of
stringent risk and cost control, we will achieve further breakthroughs
in our business and bring better rewards to the shareholders of the
Company (the “Shareholders”).

CAPITAL STRUCTURE

As at 31 March 2020, the nominal value of the total issued share
capital of the Company was approximately HK$91,531,000
comprising 9,153,078,859 shares of the Company of HK$0.01 each
(the “Shares”).

The Group actively and regularly reviews and manages its capital
structure and makes adjustments to the capital structure in light of
changes in economic conditions. For the licensed subsidiaries of the
Group, the Group ensures each of them maintains a liquid capital
level that is adequate to support the level of activities with a sufficient
buffer to accommodate increases in liquidity requirements arising
from potential increases in the level of business activities. During the
year the licensed subsidiaries of the Group complied with the liquid
capital requirements under the Hong Kong Securities and Futures
(Financial Resources) Rules.

China Fortune Financial Group Limited
Annual Report 2020
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to Shareholders through the optimisation of the debt and equity
balances.

The capital structure of the Group consists of debt, which includes
lease liabilities, convertible bonds, corporate bonds, loan, cash and
cash equivalents and equity attributable to owners of the Company,
which comprises issued share capital and reserves.

The Directors review the capital structure regularly. As part of the
review, the Directors consider the cost of capital and the risks
associated with each class of capital, and take appropriate actions to
adjust the Group’s capital structure. The overall strategy of the Group
remains unchanged during the years ended 31 March 2020 and
2019.

For certain subsidiaries of the Group, they are regulated by the
Securities and Futures Commission (the “SFC”) of Hong Kong and
are required to comply with certain minimum capital requirements
according to the rules of SFC. Our management monitors, on a daily
basis, the subsidiaries’ liquid capital level to ensure they meet with
the minimum liquid capital requirement in accordance with the Hong
Kong Securities and Futures (Financial Resources) Rules. The range
of liquid capital is from HK$100,000 to HK$3,000,000 or 5% of their
total adjusted liabilities, whichever is higher.

One of the subsidiaries of the Group is a member of the Professional
Insurance Brokers Association Limited and is required to maintain a
minimum net asset value of HK$100,000 at all times.

There is no non-compliance of the capital requirements of the Group
members imposed by the respective regulators during the years
ended 31 March 2020 and 2019.

BEEENWmED N (&)
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

LIQUIDITY AND FINANCIAL RESOURCES
AND GEARING RATIO

During the Reporting Year, the Group mainly financed its operations
by cash generated from operating activities and loans.

As at 31 March 2020, the Group’s current assets and current liabilities
were approximately HK$1,033,779,000 (2019: approximately
HK$1,349,194,000) and approximately HK$714,325,000 (2019:
approximately HK$857,039,000) respectively, while the current ratio
was about 1.45 times (2019: 1.57 times).

As at 31 March 2020, the Group’s aggregate cash and cash
equivalents amounted to approximately HK$315,132,000 (2019:
approximately HK$243,755,000), of which approximately 35.38% was
denominated in Hong Kong dollars (“HK$") (2019: approximately
68.98%), approximately 38.45% was denominated in United States
dollars (“USD”) (2019: approximately 25.37%), and approximately
26.17% was denominated in Renminbi (“RMB”) (2019: approximately
5.65%), representing approximately 30.48% (2019: approximately
18.07%) of total current assets. As at 31 March 2020, the Group had
bank loans with accrued interest in approximately HK$252,600,000
(2019: approximately HK$100,259,000).

During the Reporting Year, no financial instruments were used for
hedging purposes. As at 31 March 2020, the gearing ratio, measured
on the basis of total borrowings as a percentage of equity attributable
to owners of the Company, was approximately 154.71% (2019:
approximately 129.15%). The increase in ratio was mainly due to the
increase in bank loan payables during the Reporting Year. The debt
ratio, defined as total debts over total assets, was approximately
72.27% (2019: approximately 72.55%).

During the year ended 31 March 2020 and 2019, no additional
corporate bond was issued.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

SIGNIFICANT INVESTMENT

As at 31 March 2020, the Group held financial assets at fair
value through profit or loss of approximately HK$222,173,000
(2019: approximately HK$121,288,000), with unrealised loss at
approximately HK$4,858,000 (2019: approximately HK$187,000).
The financial assets were traded by the Group and realised a net loss
of approximately HK$8,526,000 (2019: approximately HK$459,000)
during the year ended 31 March 2020.

INVESTMENT PRODUCTS

The Company had and would continue to seek opportunities to make
proper use of idle funds within the Group and, where appropriate,
facilities from bank(s) or other financial institution, to invest on medium
or low risk investment products, including but not limited to stocks,
bonds, derivatives and structural products.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

Reference is made to the announcement dated 29 August 2018
with regards to entering into a fund investment agreement. On
29 August 2018, Galaxy Way Development Limited (“GWDL"), a
wholly-owned subsidiary of the Company as the subscriber and,
amongst others, CEL Fortune Convertible Opportunities Feeder
Fund (the “CEL Fund”), a feeder fund, entered into an agreement
pursuant to which, among other things, GWDL committed to invest up
to, and had subscribed in four series at a total cost of, US$10 million
(approximately HK$77,240,000, representing approximately 6.62% of
the Company’s total assets as at 31 March 2020) interest in Everbright
Convertible Opportunities Fund, the master fund of the CEL Fund.
The interest mentioned above was completely disposed during the
Reporting Year and the investment performance is summarised as

below:
Investment Sales
costs proceeds
RERA BERBFE
US§000 US§000
TEL TEL
Series 1 Z311 4700 4914
Series 2 #5112 1,200 1,255
Series 3 #5113 1,800 1,952
Series 4 #5114 2,300 2,495
Total @i 10,000 10616

The master fund adopted broadly two investment strategies, namely,
the convertible bond strategy and the credit strategy. The convertible
bond strategy includes making investments in long dated equity
options through convertible bonds and convertible arbitrage.
The credit strategy includes making investments in fixed income
securities, including, without limitation, investment grade bonds,
below investment grade bonds, structured notes and mortgage-
backed securities. The master fund may also invest, to a lesser
extent, in deposits, money market instruments, equities, preference
shares and other types of securities. As all interest had already
been disposed during the Reporting Year, the Company makes no
comment to the future prospect of such investment.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

On 9 January 2019, GWDL, a wholly-owned subsidiary of the
Company, subscribed with consideration of approximately
US$3,185,000 a bond-linked notes issued by BOCOM International
Balance Investment Limited (which principally engaged in securities
dealing and advising, and provision of asset management services)
and linked to the underlying bonds issued by Coastal Emerald
Limited (which has undertaken no business activities since the date of
its incorporation), a wholly-owned subsidiary of China Shandong Hi-
Speed Financial Group Limited (stock code: 412.HK, an investment
holding company with subsidiaries principally engaged in (i)
investment in securities; (ii) money lending; (iii) financial leasing; and
(iv) financial technology). The interest amount is calculated based
on a fixed rate of 4.4% per annum, multiplied by an amount of fixed
rate calculation amount (US$6,415,000) and a day count fraction. On
13 January 2020, the bond-linked notes matured and total amount of
US$568,000 (approximately HK$4,430,000) had been recognised as
interest income from the investment.

References are made to the announcement and further announcement
dated 11 April 2019 and 12 April 2019 respectively with regards
to a subscription of bonds. On 11 April 2019, Marvel Champion
Investment Limited, a direct wholly-owned subsidiary of the Company,
has placed an order, through a broker, to subscribe bonds issued by
Lv’an Chuangxing Limited, an offshore financing vehicle and a wholly-
owned subsidiary of Greenland Holdings Corporation Limited (stock
code: 600606.SH, a state-controlled enterprise group headquartered
in Shanghai, with its main business in real estate, energy and
finance), at the investment costs of approximately HK$86,477,600
in total (including transaction cost). The principal amount of such
subscription was US$11,000,000 (approximately HK$86,477,600) in
compare with the aggregate principal amount of US$200,000,000 of
the same bonds. The fair value of the investment as at 31 March 2020
was US$10,937,000 (approximately HK$84,477,000, representing
about 7.24% of the Company’s total assets as at 31 March 2020).
The interest rate of the bonds was 6.38% per annum and as a future
prospect, it is expected that the bonds will continue to generate
a stable income to the Company based on this interest rate until
maturity on 15 April 2020. During the year an amount of US$670,000
(approximately HK$5,230,000) had been recognised as interest from
the investment.

BEEENmED T (&)

RZFE—NF—ANLB XRAIMHEE
M B 2~ "1 GWDL A 493,185,000 3 7T & X,
& R B B BOCOM International Balance
Investment Limited ( & B #t = & ﬁé&%&
BEREURREREEETRRE) oS
BILReRemEEERAR (HxT RoR -
412HK - R—EREZERAT - AMELQ
AIEERFEN)BHFRE () PUEZER ¢ (i)
BMEMEE: R(ivBIESR) NE2ERBEAQ
7] Coastal Emerald Limited ( B & 5= A 32
HEALASR KR A RAEMZEBES) FrEE1THIME
BEFHONESFHBAER - FESBTD
Tzzlmﬁﬂf44%i%lmﬂ+u HEE &
(6,415,000%7T) Mt BRBGGHE - R=F
—EF—H+=8" ﬁ%hﬁf’]ﬁ%ﬁﬂruﬁﬂﬂ
EB%EEERTE S $£568,000% 7T (4
4,430,000 7T) °

%EJ BfSRA—S—NAFNA+—BEK
T-NFENA+ _BHEBERBEENRE
RE—FNE RZZTE-—NFHRA+—H -
MEREBRAF (RARINEEEEN B
/“T) ERBELE TIESRBALZEHER
T (BtEmE TARGIIEREERND B
N A (BRZRHES © 600606.SH @ —FE4
fﬁfﬁéba’aﬁﬁ%‘% CHIEEBRE
HE - BERRER) NEEWB AR
THES - B8R E KAL) 586,477,600 %
T (BERGHKA) - ZRERENALER
11,000,000 3 T ( 4786,477,600/8 7T) *
ZEEHFAE 4% 5200,000,000F 7T °
RZZE_ZTF=R=+—0 ZWEHLQF
{5/ 10,937,000 7T (#784,477,000 87T -
HARBRZZEZEF=-A=+—HEE#H
B47.24%) - EHFWFFE H638% B
BRARRAEMES - BHZEEFEN 2=
TEMA+RABRHATEERL AR BEAR
AIEEREBEWA - RER » ARFIEBZE
B HERF BUA 670,000 %7t (495,230,000
PEIT) °

TEERSREEERA
—7—?¢¢ﬁ

25



26

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

References are made to the announcement and further
announcement dated 9 May 2019 and 10 May 2019 respectively with
regards to a subscription of new senior notes. On 9 May 2019, Marvel
Champion Investment Limited, a direct wholly-owned subsidiary of
the Company, subscribed senior notes issued by E-house (China)
Enterprise Holdings Limited (stock code: 2048.HK) which offers, with
its subsidiaries, a wide range of services to the real estate industry,
including real estate agency services in the primary market, real
estate data and consulting services, and real estate brokerage
network services in the PRC, at the investment costs of approximately
HK$65,891,000 in total (including transaction cost). The principal
amount of such subscription was initially US$8,447,000 (approximately
HK$65,891,000) in compare with the aggregate principal amount of
US$300,000,000 of the same senior notes. Interest in the investment
worth approximately US$5,063,000 (approximately HK$39,488,000)
was disposed in during the Reporting Year with a realised gain
of US$130,000 (approximately HK$1,018,000), and the fair value
of the remaining interest as at 31 March 2020 was US$3,236,000
(approximately HK$24,996,000, representing 2.14% of the Company’s
total assets as at 31 March 2020). The coupon rate of the senior
notes was 7.75% per annum and as a future prospect, it is expected
that the senior notes will continue to generate a stable income to the
Company based on this interest rate and the remaining interest until
maturity on 28 February 2021. During the Reporting Year, an amount
of US$288,600 (approximately HK$2,251,000) had been recognised
as interest income from the investment.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Reference is made to the announcement dated 20 May 2019 with
regards to an acquisition of notes. On 20 May 2019, Marvel Champion
Investment Limited, a direct wholly-owned subsidiary of the Company,
acquired notes issued by New Metro Global Limited. New Metro
Global Limited was a company with no material activities other than
issuance of senior notes and out-lending to Seazen Holdings Co., Ltd.
(stock code: 601155.SH, guarantor of the notes and a company which
indirectly wholly owns New Metro Global Limited, and which is mainly
engaged in development of residential properties and mixed-use
complexes for sale and investment). The total consideration and the
costs of such acquisition were about US$11,923,000 (approximately
HK$93,002,000) out of the notes’ aggregate principal amount of
US$300,000,000 at the purchase price of 99.36% of the principal
amount. The notes acquired were completely disposed at the
price of US$10,806,000 (approximately HK$84,287,000) during the
Reporting Year, with a realised loss of US$1,117,000 (approximately
HK$8,715,000). An interest income of US$150,000 (approximately
HK$1,166,000) was recognised from the investment during the year.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

Reference is made to the announcement dated 18 March 2020
with regards to an acquisition of notes. On 18 March 2020, Marvel
Champion Investment Limited, a direct wholly-owned subsidiary of
the Company, acquired notes issued by Ease Trade Global Limited in
the principal amount of US$10,000,000 (equivalent to approximately
HK$78,000,000) at a total consideration of approximately
US$9,820,000 (equivalent to approximately HK$76,596,000). Ease
Trade Global Limited has carried on no business other than entering
into arrangements for the issue of the notes and lending of the net
proceeds thereof. Ease Trade Global Limited was a direct, wholly-
owned subsidiary of Poly Property Group Co., Limited (stock code:
0119.HK, guarantor of the notes), which in turn is a subsidiary of
China Poly Group Corporation Limited (Keepwell Provider of the
notes, a central state-owned enterprise under the supervision of
State-owned Assets Supervision and Administration Commission
of the State Council) . The fair value of the investment as at 31
March 2020 was US$9,824,400 (approximately HK$75,884,000,
representing about 6.50% of the Company’s total assets as at
31 March 2020). The interest rate of the bonds was 5.20% per annum
and as a future prospect, it is expected that the bonds will continue
to generate a stable income to the Company based on this interest
rate until maturity on 10 April 2021. During the year, an amount of
US$8,700 (approximately HK$68,000) had been recognised as
interest income from the investment.

CONTINGENT LIABILITIES

As at 31 March 2020, the Group has no material contingent liabilities
(2019: nil).

CHARGE ON THE GROUP’S ASSETS

Except for the debt securities of approximately HK$185,357,000 and
the entire share of a wholly-owned subsidiary of the Company, Marvel
Champion Investment Limited, which have been charged as the
secured assets for the banking facilities, no asset of the Group was
subjected to any charge as at 31 March 2020 (2019: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

RISK MANAGEMENT

The Group has properly put in place credit management policies
which cover the examination of the approval of client’s trading and
credit limits, regular review of facilities granted, monitoring of credit
exposures and the follow up of credit risks associated with overdue
debts. The policies are reviewed and updated regularly.

FOREIGN CURRENCY FLUCTUATION

During the Reporting Year, the Group mainly used Hong Kong dollars
in its business transactions. The Board considers that the Group’s
foreign currency exposure is insignificant.

HUMAN RESOURCES

As at 31 March 2020, the Group had 86 employees in total (2019:
101 employees). The related employees’ costs for the Reporting Year
(excluding Directors’ remunerations) amounted to approximately
HK$78,998,000 (2019: approximately HK$92,985,000). The Group
remunerated employees based on the industry practice and
individual’'s performance. Staff benefits include contributions to
retirement benefit scheme, medical allowance and other fringe
benefits. In addition, the Group maintains the share option scheme
for the purpose of providing incentives and rewards to eligible
participants based on their contributions. For details of the share
option scheme, please refer to the section headed “SHARE OPTION
SCHEME” in the Directors’ Report of this annual report.
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BIOGRAPHICAL DETAILS OF DIRECTORS
EEZHAERE

EXECUTIVE DIRECTOR

Mr. XIE Zhichun, aged 62, was appointed as an executive Director,
the Chairman of the Board and a member of the remuneration
committee of the Company (“Remuneration Committee”) in January
2017. He was further appointed as the chairman of the nomination
committee of the Company (“Nomination Committee”) in March
2017. Mr. Xie is also a director of certain subsidiaries of the Group.
Mr. Xie graduated from Heilongjiang University in 1982 with a
bachelor’'s degree in philosophy. He then further studied and obtained
a master’s degree in economics from Harbin Institute of Technology in
1993 and a doctorate in economics from Nankai University in 2004.

Mr. Xie has extensive experience in banking, securities and
investment fields. He is currently the vice chairman of the consultation
committee of Shenzhen Qianhai Shekou Free Trade Zone and
Qianhai Shenzhen Hong Kong Cooperation Zone. He is also a
professor of China Center for Special Economic Zone Research of
Shenzhen University and a postgraduate supervisor of PBC School
of Finance of Tsinghua University. Mr. Xie is currently an independent
non-executive director of China Taiping Insurance Holdings Company
Limited (listed on the main board of the Stock Exchange) and China
Minsheng Banking Corp., Ltd. (listed on both the main board of the
Stock Exchange and the Shanghai Stock Exchange).

Mr. Xie has held various key positions in certain banks, securities
firms and insurance companies in the PRC and listed companies in
Singapore, and has extensive experience in management of financial
institutions. Mr. Xie was an independent non-executive director of
SuperRobotics Limited (listed on the GEM of the Stock Exchange)
from August 2018 to May 2019, a non-executive director of China
Smartpay Group Holdings Limited (listed on the GEM of the Stock
Exchange) from April 2017 to October 2018 and Elife Holdings
Limited (listed on the main board of the Stock Exchange) from
November 2016 to July 2017. He was a deputy general manager of
China Investment Corporation (“CIC”) (F Bl & AR & T2 7)) and an
executive director and general manager of Central Huijin Investment
Ltd. (FRESHREBR ST R]), a subsidiary of CIC which makes
equity investment in key state-owned financial institutions in the PRC,
from 2014 to 2015. From 2008 to 2014, Mr. Xie was an executive
director and deputy general manager of China Everbright Group
Limited (7F Byt K& B 4272 7)) and the chairman of Sun Life Everbright
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BIOGRAPHICAL DETAILS OF DIRECTORS (Continued)

Life Insurance Co., Ltd. (Jt AXBBASZREERRAF]) and Sun Life
Everbright Asset Management Co., Ltd. (X AKAEEEERMDER
‘A |]). From 2006 to 2008, he was the vice president and director of
reorganisation and listing office of China Everbright Bank Company
Limited. From 2001 to 2006, Mr. Xie was a director and chief executive
officer of Everbright Securities Company Limited, an executive
director of China Everbright Group and China Everbright Limited
(listed on the main board of the Stock Exchange), a vice chairman
(unattending) of China Enterprises Association (Singapore), a director
of Shenyin & Wanguo Securities Co., Ltd. and Everbright Pramerica
Fund Management Co., Ltd. and a vice chairman (unattending) of
Securities Association of China.

From 1997 to 2001, he acted as an executive director and president
of China Everbright Asia-Pacific Company Limited (delisted from
the Singapore Exchange Securities Trading Limited (“Singapore
Exchange”) in May 2016), a director of Shenyin & Wanguo Securities
Co., Ltd., the chairman of China Everbright Asia-Pacific (New
Zealand) Company and China Everbright (South Africa) Company, a
director of China Everbright Asia-Pacific Industrial Investment Fund
Management Company (FEIE AT AT ERERSERAR]) and
Thailand Sunflower Company (Z=E[A H 22 F]). From 1992 to 1999,
Mr. Xie was a director and vice president of Everbright Securities
Company Limited, a director of China Everbright Financial Holding
Company (Hong Kong) (B} K& BIER A F(EH)), a general
manager of northern head office of Everbright Securities Company
Limited, a deputy director of preparation team and deputy president
of China Everbright Bank, Dalian Branch and the general manager
of the international business department of China Everbright Bank,
Heilongjiang Branch.
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Mr. ZHU Yi, aged 33, was appointed as an executive Director in
September 2018. He was further appointed as the Chief Executive
Officer of the Company and a member of each of the Remuneration
Committee and the Nomination Committee in April 2020. He joined the
Group in May 2017 and is the department head of the Compliance
and Risk Management Department of the Group, responsible for
overseeing the legal and compliance, risk management and internal
control of the Group. He is also a director of certain subsidiaries
of the Group. Mr. Zhu graduated from Peking University in 2008
with bachelor’s degrees in Laws and Economics respectively. He
then further obtained a master’s degree in Laws from Southern
Methodist University in the USA in 2010 and a master’'s degree in
Laws from Peking University in 2011. Mr. Zhu is a Chartered Financial
Analyst (CFA) charterholder, and possesses of a non-practicing
lawyer qualification in the PRC and the New York State of the USA
respectively.

Prior to joining the Group, Mr. Zhu worked with a leading global
information and communication infrastructure and smart terminal
provider in the PRC for several years, mainly responsible for the
legal and compliance, financial analysis and project management of
its cross-border capital investment projects. He has extensive and
hands-on experience in project evaluation, deal structure design, due
diligence, legal instruments drafting and negotiation, etc. in dealing
with the merger and acquisition, joint ventures, private equity and
venture capital projects of this group.

Ms. SUN Qing, aged 59, was appointed as an executive Director
in April 2020. She joined the Group in August 2019 and is the
department head of the Executive Directors Office of the Group,
responsible for human resources and administrative management of
the Group. She is also a director of certain subsidiaries of the Group.
Ms. Sun graduated from Beijing Correspondence College of Finance
and Commerce in 1988 majoring in industrial accounting. Ms. Sun
also obtained the accountant qualification awarded by the Ministry of
Finance of the People’s Republic of China in 1994.
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BIOGRAPHICAL DETAILS OF DIRECTORS (Continued)

Prior to joining the Group, Ms. Sun worked in Everbright Securities
Company Limited (listed on both the main board of the Stock
Exchange and the Shanghai Stock Exchange) for nearly 20 years,
mainly responsible for the company’s finance, human resources and
comprehensive back office management. She has over 20 years
of working experience in the financial industry and has extensive
experience in various management tasks such as finance, auditing
and human resources.

NON-EXECUTIVE DIRECTOR

Mr. HAN Hanting, aged 35, was appointed as an executive Director
and a member of the Nomination Committee in October 2017. He
was re-designated as a non-executive Director and ceased to be a
member of the Nomination Committee in September 2018. Mr. Han
joined the Company in 2015 and was the Chief Operating Officer of
the Company from November 2016 to September 2018. Mr. Han was
an investment manager of a wholly-owned subsidiary of the Group
during the period from 2009 to 2013. Mr. Han obtained a bachelor’s
degree from University of Warwick majoring in Mathematics,
Operational Research, Statistics and Economics in 2006.

Prior to joining the Group, Mr. Han had worked as a researcher in
CCB International Securities Limited. During the period from May
2013 to May 2016, he was an executive director of Momentum
Financial Holdings Limited (formerly known as Infinity Financial Group
(Holdings) Limited, listed on the main board of the Stock Exchange).
Mr. Han has more than 10 years of experience in investment banking
industry and had successfully led merger and acquisition projects for
a number of Hong Kong listed companies.
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Mr. CHEN Zhiwei, aged 36, was appointed as a non-executive
Director in April 2018. Mr. Chen graduated from Tsinghua University
with a bachelor’'s degree in Economics in 2004. He then further
studied at the National University of Singapore and obtained a
master’s degree in Science (Estate Management) in 2009.

Mr. Chen has over 10 years of investment and research experience in
the finance industry. He joined China Cinda (HK) Holdings Company
Limited (“Cinda (HK)”) in 2010 and is currently the deputy general
manager of Cinda (HK), responsible for managing the investment
and financing businesses of Cinda (HK). Mr. Chen is currently an
executive director of Zhongchang International Holdings Group
Limited (listed on the main board of the Stock Exchange). He is also
a non-executive director of Modern Land (China) Co., Limited (listed
on the main board of the Stock Exchange), Silver Grant International
Holdings Group Limited (formerly known as Silver Grant International
Industries Limited, listed on the main board of the Stock Exchange)
and SouthGobi Resources Ltd. (listed on both the main board of the
Stock Exchange and the Toronto Stock Exchange).

Mr. Chen was the executive assistant to the chairman of TIG Group
in Singapore between 2007 and 2010, responsible for TIG Group’s
private equity investment business in the Greater China region. He
was a research scholar at the National University of Singapore during
2005 and 2007.

Mr. WU Ling, aged 66, was appointed as a non-executive Director
in December 2011. Mr. Wu holds a bachelor’'s degree in Economics
from Zhongnan University of Economics and Law. He is a senior
economist and has over 20 years of experience in the area of banking
and financial services related business in the PRC. Mr. Wu was an
executive director and vice chairman of Cinda (HK).
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BIOGRAPHICAL DETAILS OF DIRECTORS (Continued)

INDEPENDENT NON-EXECUTIVE
DIRECTOR

Mr. CHAN Kin Sang, aged 68, was appointed as an independent
non-executive Director in July 2014. He is also a member of the
audit committee of the Company (“Audit Committee”). Mr. Chan is
currently a senior partner of Messrs. Peter K.S. Chan & Co., Solicitors
and Notaries (a law firm which provides various services including
corporate matters and litigations). Mr. Chan obtained a bachelor’s
degree in Laws from the University of Hong Kong in 1979 and a
postgraduate certificate in Laws from the University of Hong Kong
in 1980. He has been a practising solicitor in Hong Kong since
April 1982 and has been admitted as a Notary Public since April
1997 and a China-appointed Attesting Officer since January 2000.
Mr. Chan has also been a Fellow of The Hong Kong Institute of
Directors since August 2004 and a chairman of the Appeal Tribunal
(Buildings Ordinance Cap.123) since February 2007.

Mr. Chan is currently a non-executive director of Sino Harbour
Holdings Group Limited (listed on the main board of the Stock
Exchange), an independent non-executive director of Huakang
Biomedical Holdings Company Limited (listed on the GEM of the
Stock Exchange) and Pak Tak International Limited (listed on the main
board of the Stock Exchange) and a director of Guanghe Landscape
Culture Communication Co., Ltd., Shanxi (listed on the Shanghai
Stock Exchange).

Over the past three years, Mr. Chan was a non-executive director of
Pan Hong Holdings Group Limited from August 2006 to March 2020
(listed on the Singapore Exchange) and Link-Asia International Co.
Ltd. (formerly known as China Healthcare Enterprise Group Limited,
listed on the main board of the Stock Exchange) from October 2016
to July 2017. He was also an independent non-executive director of
Luxking Group Holdings Limited from June 2005 to October 2019
(listed on the Singapore Exchange), Tianhe Chemicals Group Limited
from May 2014 to September 2019 (listed on the main board of the
Stock Exchange) and China Taifeng Beddings Holdings Limited from
November 2009 to September 2017 (delisted from the main board of
the Stock Exchange since February 2019).
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Mr. CHIU Kung Chik, aged 35, was appointed as an independent
non-executive Director in March 2017. He was re-designated
from a member of the Audit Committee to the chairman of the
Audit Committee in March 2020. He is also the chairman of
the Remuneration Committee and a member of the Nomination
Committee. Mr. Chiu graduated from the University of Chicago with
a bachelor’s degree in Economics. He has extensive experience
and knowledge in investment banking, capital financing, corporate
restructuring, merger and acquisition, complex transaction
structuring, etc. Mr. Chiu currently serves as an independent non-
executive director of Beijing Enterprises Clean Energy Group Limited
(listed on the main board of the Stock Exchange).

From 2008 to 2015, Mr. Chiu worked with UBS AG in the investment
banking department in its Hong Kong office, primarily focusing
on advising large scale corporate clients on their capital market
activities. During the aforesaid period, he had completed a number
of high-profile capital market transactions, merger and acquisition
transactions as well as debt financing transactions.

Mr. LI Gaofeng, aged 46, was appointed as an independent non-
executive Director and a member of each of the Audit Committee,
the Nomination Committee and the Remuneration Committee in
October 2017. Mr. Li graduated from Henan Institute of Finance
and Economics with a bachelor's degree in Economics majoring in
Investment Management in 1995. He further obtained a master’s
degree in Economics majoring in International Finance from Tianjin
University of Finance and Economics in 1998. Mr. Li is a non-
practicing member of the Chinese Institute of Certified Public
Accountants.

Mr. Li has worked in the insurance and securities sectors for many
years and has rich experience in finance, investment and investor
relations. He worked for Sun Life Everbright Life Insurance Co., Ltd.
for several years and served as the deputy general manager, chief
financial officer and chief investment officer. He also held senior
management positions with the financial institutes such as securities
companies and mutual funds in the PRC.
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BIOGRAPHICAL DETAILS OF DIRECTORS (Continued)

Mr. LIU Xin, aged 64, was appointed as an independent non-
executive Director in March 2020. He is also a member of each of the
Audit Committee, the Remuneration Committee and the Nomination
Committee. Mr. Liu graduated from Hubei University in 1982 with a
bachelor’s degree in Arts. He then further obtained a master’s degree
in Economics from Wuhan University in 1989 and a doctor’'s degree
majoring in Economics from The University of Leeds in 2007. Mr. Liu
was honoured as a Senior Economist by the People’s Bank of China in
1996. He also published extensively in world class journals and books
as a co-author with well-known British scholars. Mr. Liu is currently a
senior advisor of Deloitte China.

Mr. Liu has extensive experience and knowledge in finance and
investment banking. From 2007 to 2018, Mr. Liu worked in BNP
Paribas Hong Kong Branch and was appointed as the managing
director as well as the head of Global Risk Solutions (China) in
Global Markets department and Fixed Income department. Mr. Liu
also worked with China’s State Administration of Foreign Exchange
(SAFE) as the director of the Investment Division from 1989 to 2001,
and accumulated rich knowledge in interpreting Chinese policy and
regulations for the Chinese financial system.
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DIRECTORS’ REPORT
EEgWRES

The Directors present their annual report and the audited consolidated
financial statements of the Group for the year ended 31 March 2020.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal
activities of its principal subsidiaries are set out in note 35 to the
consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 March 2020 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 117 of this annual report.

The Directors do not recommend the payment of a final dividend for
the year ended 31 March 2020 (2019: nil).

PROPERTY AND EQUIPMENT

Details of movements in the property and equipment of the Group
during the Reporting Year are set out in note 15 to the consolidated
financial statements.

SHARE CAPITAL AND CONVERTIBLE
BONDS

Details of movements in the share capital and convertible bonds of
the Company during the Reporting Year are set out in notes 28 and
30 to the consolidated financial statements respectively.

RESERVES

Movements in the reserves of the Group during the Reporting Year
are set out in the consolidated statement of changes in equity on
page 120 of this annual report.
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DISTRIBUTABLE RESERVES

In the opinion of the Directors, the Company’s distributable reserve
is approximately of HK$127,526,000 and HK$189,348,000 as at 31
March 2020 and 2019 respectively.

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, as
extracted from the audited consolidated financial statements and
reclassified as appropriate, is set out on page 252 of this annual
report. This summary does not form part of the audited consolidated
financial statements.

BUSINESS REVIEW

The business review of the Group for the year ended 31 March 2020
is set out in the section headed "MANAGEMENT DISCUSSION AND
ANALYSIS” on pages 8 to 29 of this annual report. These discussions
form part of this Directors’ Report.

During the year ended 31 March 2020, as far as the Board and the
management are aware, there was no breach of or non-compliance
with the applicable laws and regulations by the Group that has a
significant impact on the business and operation of the Group.

The Group understands the importance of maintaining a good
relationship with its employees and customers to meet its short-term
and long-term business goals. During the year ended 31 March 2020,
there was no material and significant dispute between the Group and
its employees and customers.
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DIRECTORS’ REPORT (Continued)
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The Group is committed to operate in compliance with the applicable
environmental laws as well as to protect the environment by
minimizing the negative impact of the Group’s existing business
activities on the environment.

SHARE OPTION SCHEME

The Company’s original share option scheme was adopted on 12
February 2003 (the “2003 Scheme”), which was early terminated
and replaced by a new share option scheme approved by the
Shareholders on 19 August 2011 (the “2012 Scheme”). A summary of
the 2012 Scheme is set out below:

1. Purpose . To provide incentives and rewards to the
eligible participants who contribute to the
success of the Group’s operations.

2. Participants . Eligible participants include any employee
(including Directors), any business associate,
any person or entity that provides research,
development or other technological support
to the Group or any invested entity, and any
shareholder of any member of the Group
or any invested entity or any holder of any
securities issued by any member of the
Group or an invested entity.

3. Total number of :As approved by the Shareholders at the
shares available annual general meeting of the Company held
for issue under on 30 August 2018 (the “2018 AGM”), the
the 2012 Scheme scheme limit of the 2012 Scheme has been
and the percentage refreshed to issue share options to subscribe
of the issued shares for up to 708,607,885 Shares, representing
that it represents 10% of the total number of Shares in issue
as at the date of as at the date of the 2018 AGM.

this annual report

The total number of Shares available for
issue under the 2012 Scheme as at the
date of this annual report was 708,607,885
Shares, representing approximately 7.74%
of the Shares in issue as at the date of this
annual report.
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4. Maximum entitlement
of each participant

5. Period within which
the shares must be
taken up under
an option

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

7. Amount payable on
acceptance of the
option and the
period within which
payments shall be
made

Unless approved by the Shareholders, the
total number of Shares issued and to be
issued upon exercise of the share options
granted to any grantee (including both
exercised and outstanding share options) in
any 12-month period up to the date of grant
shall not exceed 1% of the Shares then in
issue.

For any grant of share options to a substantial
Shareholder or an independent non-executive
Director or any of their respective associates
would result in the Shares issued and to be
issued upon exercise of all share options
already granted or to be granted (including
options exercised, cancelled and outstanding)
to such person in any 12-month period exceed
0.1% of the Shares then in issue and with an
aggregate value in excess of HK$5 million, the
proposed grant is also subject to the approval
by the Shareholders.

The period during which the share option
may be exercised is determined by the
Board at its absolute discretion, save that no
share option may be exercised more than 10
years after it has been granted.

As determined by the Board.

HK$1 is payable by the grantee to the Company
upon acceptance of the share option which
must be accepted within 28 days from the
date of offer.
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DIRECTORS’ REPORT (Continued)

ESEHES (

8. Basis of determining
the exercise price

9. Remaining life of
the 2012 Scheme

")

The subscription price shall be determined
solely by the Directors, which shall not be
less than the higher of: (i) the closing price of
the Shares as stated in the Stock Exchange's
daily quotations sheet on the date of grant
of the share option; (ii) the average of the
closing prices of the Shares as stated in the
Stock Exchange’s daily quotations sheets for
the 5 trading days immediately preceding
the date of grant of the share option; and (iii)
the nominal value of a Share on the date of
grant of the share option.

One year and two months. The 2012 Scheme
shall be valid and effective for a period of
10 years from its adoption date until 18
August 2021, subject to the early termination
provisions contained therein.

No share option was granted, exercised, lapsed or cancelled during
the year ended 31 March 2020 under the 2012 Scheme.

As at 31 March 2020, the Company did not have any outstanding

share options granted but yet to be exercised under the 2012

Scheme.

DIRECTORS

The Directors during the year ended 31 March 2020 and up to the

date of this Directors’ Report were as follows:

Executive Directors

Mr. XIE Zhichun (Chairman)
Mr. ZHU Yi (Chief Executive Officer?)

Ms. SUN Qing

(appointed on 24 April 2020)

Mr. HUA Yang

(resigned on 24 April 2020)

Non-executive Directors

Mr. HAN Hanting
Mr. CHEN Zhiwei
Mr. WU Ling

China Fortune Financial Group Limited
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Independent non-executive Directors
Mr. CHAN Kin Sang
Mr. CHIU Kung Chik
Mr. LI Gaofeng
Mr. LIU Xin
(appointed on 10 March 2020)
Mr. NG Kay Kwok
(resigned on 13 December 2019)

# Mr. ZHU Yi was appointed as the Chief Executive Officer of the
Company with effect from 24 April 2020.

Pursuant to Article 99 of the articles of association of the Company (the
“Articles of Association”), any Director appointed by the Board to fill
a casual vacancy or as an addition to the Board shall hold office only
until the next following general meeting of the Company (in the case
of filling a casual vacancy) or until the next following annual general
meeting of the Company (in the case of an addition to the Board) and
shall then be eligible for re-election at that meeting.

Accordingly, Mr. LIU Xin and Ms. SUN Qing will hold office until the
forthcoming annual general meeting of the Company (the “AGM”)
and, being eligible, offer themselves for re-election at the AGM.

Pursuant to Article 116 of the Articles of Association, at each AGM
one-third of the Directors for the time being (or, if their number is
not three or a multiple of three (3), the number nearest to but not
less than one-third) shall retire from office by rotation provided that
every Director, including those appointed for a specific term, shall be
subject to retirement by rotation at least once every three years.

Accordingly, Mr. HAN Hanting, Mr. WU Ling, Mr. CHAN Kin Sang and
Mr. LI Gaofeng shall retire by rotation at the forthcoming AGM and,
being eligible, offer themselves for re-election at the forthcoming
AGM.

DIRECTORS’ BIOGRAPHIES

Biographical details of the Directors are set out on pages 30 to 37 of
this annual report.
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EEEHRESE (H)

DIRECTORS’ SERVICE CONTRACTS

The Company has entered into employment contracts or letters of
appointment with each of the Directors for a specific term, subject to
the renewal provisions contained therein and retirement by rotation
and re-election at the AGMs. None of the Directors proposed for
re-election at the forthcoming AGM has employment contract or letter
of appointment with the Company or any of its subsidiaries which is
not determinable by the Group within one year without payment of
compensation, other than statutory compensation.

PERMITTED INDEMNITY PROVISIONS

Pursuant to the Articles of Association, every Director shall be entitled
to be indemnified out of the assets of the Company against all losses
or liabilities incurred or sustained by him as a Director in defending
any proceedings, whether civil or criminal, in which judgment is given
in his favor, or in which he is acquitted.

The Company has maintained Directors’ liability insurance during the
year ended 31 March 2020 and up to the date of this annual report
which provides appropriate cover for the Directors.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITION IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY

As at 31 March 2020, the interests and short positions of each of the
Directors or chief executive of the Company and their associates in
the Shares, underlying shares and debentures of the Company or
any of its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (“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 interests and
short positions which they were taken or deemed to have under
such provisions of the SFO), or which were required pursuant to
section 352 of the SFO to be entered in the register maintained by the
Company referred to therein, or which were required to be notified to
the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules were as follows:
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Interest in

Name of Director Capacity Shares
B 51 R G 2w
Mr. XIE Zhichun Interest of controlled 2,744,350,000

(“Mr. Xie”) (hete) corporation
FREETAE Xt ERR

(Mg 54 )t
Note:

Mr. Xie was deemed to be interested in 2,744,350,000 Shares held by
Riverhead Capital (a company which was owned as to 80% by Mr. Xie) and
1,350,000,000 underlying shares of the Company which may be issued upon
the exercise of the conversion rights attaching to the convertible bonds (at
the conversion price of HK$0.06 per conversion share) in an aggregate
outstanding principal balance amount of HK$81,000,000 issued by the
Company to Riverhead Capital on 28 June 2017 and 5 July 2018 respectively
pursuant to the subscription agreement entered into between the Company
and Riverhead Capital on 22 November 2016 subject to the fulfillment of the
conditions as contained therein.

Save as disclosed above, as at 31 March 2020, none of the Directors
nor the chief executive of the Company, had or was deemed to have
any interests or short positions in the Shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of 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 interests or short
positions which they were taken or deemed to have taken 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, to be notified to the Company
and the Stock Exchange.
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Approximate
percentage

Total interest of the

Interest in in Shares/ issued share
underlying underlying capital of the
shares shares Company
R, EEDT

REERH HERH 2 BERITRA
2R R BAEIH
1,350,000,000 4,094,350,000 44.73%
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EEEHRESE (H)

DIRECTORS’ RIGHT TO ACQUIRE SHARES
OR DEBENTURES

Save as disclosed in the section headed “DIRECTORS’ AND CHIEF
EXECUTIVE'S INTERESTS AND SHORT POSITION IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY”,
at no time during the Reporting Year was the Company, or any of its
subsidiaries, a party to any arrangements to enable the Directors and
the chief executive of the Company, their respective spouse or minor
children (natural or adopted) to acquire benefits by means of the
acquisition of Shares in, or debentures of, the Company or any other
body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS
OF SIGNIFICANCE

Mr. Xie is the controlling shareholder of Riverhead Capital, who holds
80% of the shareholding interests in this company. Save as disclosed
in the section headed “ISSUE OF CONVERTIBLE BONDS” under
the “Management Discussion and Analysis” section of this annual
report, no contract 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 Reporting Year.

China Fortune Financial Group Limited
Annual Report 2020
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year ended 31 March 2020, the interests of the Directors in
the business which compete or are likely to compete either directly or
indirectly, with businesses of the Group (“Competing Businesses”)
as required to be disclosed pursuant to the Listing Rules were as

DIRECTORS’ REPORT (Continued)
EEERESE (H)

EERNGERB2ER

REE-_T_TF-_A=1t—HUIFE &
ENERSERENEEEBRF NS
F2EL ([BEREK]) PHERARE TR
QB TRE st T

follows:

Name of Director

EEns

Mr. Xie
(Executive Director)

Rkt
(BITEE)

Mr. HAN Hanting
(Non-executive Director)
BRHELE
(FEHTTEE)

Save as disclosed above, none of the Directors was interested in
any business apart from the Group’s businesses which compete or is
likely to compete, either directly or indirectly, with businesses of the

Group.

Name of company
NSRS

China Taiping Insurance
Holdings Co. Ltd.
(“Taiping Insurance”)

HEIR TIRBRIZERR B PR A 7]
([ AFARRR])

China Minsheng Banking
Corp. Ltd.
(“Minsheng Banking”)

FRRERITRNARAF
([RE®RT])

CVP Securities Ltd.
(“CVP")

ENBHFBERAR
(TEX])

Description of
Competing
Businesses

BEERFE

Fund and asset
management

EENEEEE

Fund and asset
management, securities
dealing and broking,
investment banking

HehEEER
BHFEE R
RERITER

Securities broking and

margin financing

B RIFRRE

A o

B Lt PR E SN
BN B R HF R A BB F 2 (IR X BT

Nature of interest

BHEtE

As an independent

non-executive director of
Taiping Insurance

AFERB BUIMITES

As an independent
non-executive director of
Minsheng Banking

RAERITZEUIFNTES

As a non-executive director
of CVP
ENZIEHTES

BEEENEEREE

FEERSREEERAR
S
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS

As at 31 March 2020, as far as is known to the Directors and as
recorded in the register required to be kept by the Company pursuant
to section 336 of the SFO, the substantial Shareholders (other than
a Director or a chief executive of the Company) who had interests or
short positions in the Shares or underlying shares of the Company

TERRER

R-Z-TF=—A=+—B BEZEMAK
RIBAR D AR E 7 M E (D) % 336 167ATF
EZERMARE  ETBERR (ARAES
SEATHARE RSN MR R SARREA D
R R BORR T

were as follows:

Interest in

Name of Shareholders Capacity Shares

RRE®, %2 5 R 2 ER

Riverhead Capital (International) Beneficial owner 2,744,350,000
Management Co., Ltd.
(“Riverhead Capital”) (!

THRER (BR) ERERAF ERBEBA 2,744,350,000
([TTEEXR])H=D

Ms. SUN Zhuyin Interest of Spouse 2,744,350,000
(“Ms. Sun’”) (Noe?)

Rzt flEER 2,744,350,000
(Bt |)me=n

Jadehero Limited Beneficial owner 800,000,000
(“Jadehero”) Mote?)

BERERAA ERBEBA 800,000,000
([BE|)me2)

Southlead Limited Interest of controlled 800,000,000
(“Southlead”) MNoe2 corporation

FEERAA REHEEER 800,000,000
(T4ER )2

China Fortune Financial Group Limited
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Total interest

Approximate
percentage
of the

Interest in in Shares and issued share
underlying underlying capital of the
shares shares Company
RRB R (R

REBERS BEkez BRTRA
ZREH R BOEAL
1,350,000,000 4,094,350,000 44.73%
1,350,000,000 4,094,350,000 44.73%
1,350,000,000 4,094,350,000 44.73%
1,350,000,000 4,094,350,000 44.73%
— 800,000,000 8.74%

— 800,000,000 8.74%

— 800,000,000 8.74%

— 800,000,000 8.74%



Interest in
Name of Shareholders Capacity Shares
BRRER/ BE L) RIRG 2 #

Santo Limited (“Santo”) (2

Beneficial owner

1,416,430,000

Santo Limited ([ Santo )2 EREEA 1,416,430,000

WHOLE ADVANCE LIMITED Interest of controlled 2,216,430,000
(“Whole Advance ) (Note2) corporation

ABERA REtEEER 2,216,430,000
Uégwﬁﬂ

iberal Expansion Limite nterest of controlle 216,430,

Liberal E ion Limited | f lled 2,216,430,000
(“Liberal Expansion”) o2 icorporation

B BRAE] REtEEER 2,216,430,000
([ &8k ]) =2

I u Guang nterest of controlle 216,430,

Mr. ZHAO Xu G | f lled 2,216,430,000
(“Mr. Zhao”) (Noe2) corporation

BN LE REtEEER 2,216,430,000
([R5 )2

Notes:

1. As at 31 March 2020, Riverhead Capital beneficially held 2,744,350,000

Shares and 1,350,000,000 underlying shares of the Company which may
be issued upon the exercise of the conversion rights attaching to the
convertible bonds (at the conversion price of HK$0.06 per conversion
share) in an aggregate outstanding principal balance amount of
HK$81,000,000 issued by the Company to Riverhead Capital on 28
June 2017 and 5 July 2018 respectively pursuant to the subscription
agreement entered into between the Company and Riverhead Capital
on 22 November 2016 subject to the fulfillment of the conditions as
contained therein. Riverhead Capital is owned as to 80% by Mr. Xie (the
executive Director and Chairman of the Company) who is also the sole
director of Riverhead Capital. For the purpose of the SFO, Mr. Xie was
deemed to be interested in the Shares and underlying shares held by
Riverhead Capital.

Ms. Sun is the spouse of Mr. Xie, therefore, Ms. Sun was deemed to
be interested in 2,744,350,000 Shares and 1,350,000,000 underlying
shares of the Company which Mr. Xie has a deemed interest therein
under the SFO.
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Total interest of the

Interest in in Shares and issued share
underlying underlying capital of the
shares shares Company
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— 1,416,430,000 15.47%
— 1,416,430,000 15.47%
— 2,216,430,000 24.22%
— 2,216,430,000 24.22%
— 2,216,430,000 24.22%
— 2,216,430,000 24.22%
— 2,216,430,000 24.22%
— 2,216,430,000 24.22%
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2. As at 31 March 2020, Jadehero beneficially held 800,000,000 Shares
and Santo beneficially held 1,416,430,000 Shares. Jadehero is owned
as to 80% by Southlead. Southlead was deemed to be interested in the
Shares held by Jadehero. Southlead and Santo are wholly-owned by
Whole Advance. Whole Advance is wholly-owned by Liberal Expansion
which in turn is wholly-owned by Mr. Zhao. For the purpose of the SFO,
Mr. Zhao, Liberal Expansion and Whole Advance were deemed to be
interested in the Shares held by Jadehero and Santo.

Save as disclosed above, as at 31 March 2020, the Directors were
not aware of any substantial Shareholder (who was not the Director or
chief executive of the Company) who had an interest or short position
in the Shares or underlying shares of the Company which was
required to be entered in the aforesaid register pursuant to section
336 of the SFO.

RELATED PARTY TRANSACTIONS

The related party transactions are set out in note 32 to the
consolidated financial statements. These related party transactions
are either connected transactions or continuing connected
transactions fully exempt from the reporting, annual review,
announcement and independent Shareholders’ approval requirements
under Chapter 14A of the Listing Rules.

MANAGEMENT CONTRACTS

No contract concerning the management and/or administration of the
whole or any substantial part of the business of the Company was
entered into or existed during the Reporting Year.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, at least 25% of the
Company’s total issued share was held by the public as at the latest
practicable date prior to the issue of this annual report.

China Fortune Financial Group Limited
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MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 March 2020, revenue attributable to the 5
largest customers of the Group accounted for approximately 35.79%
of the Group'’s total revenue. The Group’s largest customer accounted
for approximately 10.81% of the Group’s total revenue.

The Group is a provider of financial services. In the opinion of the
Directors, it is therefore of no value to disclose details of the Group’s
suppliers.

None of the Directors or any of their close associates (as defined
under the Listing Rules) or any Shareholders (which, to the best
knowledge of the Directors, owns more than 5% of the Company’s
issued share capital) had any beneficial interest in the Group’s five
largest customers during the year ended 31 March 2020.

RETIREMENT BENEFIT SCHEMES

Details of the retirement benefit scheme of the Group and the
employer’s retirement benefit costs charged to the consolidated
statement of profit or loss and other comprehensive income for the
year ended 31 March 2020 are set out in note 40 to the consolidated
financial statements.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

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

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of
Association, or the laws of the Cayman Islands, which would oblige
the Company to offer new Shares on a pro-rata basis to existing
Shareholders.
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CORPORATE GOVERNANCE REPORT

The Company’s compliance with the corporate governance codes are
set out in the Corporate Governance Report on pages 55 to 78 of this
annual report.

EVENT AFTER THE REPORTING YEAR

Details of the events after the Reporting Year are set out in note 41 to
the consolidated financial statements.

TAXATION OF HOLDERS OF SHARES

The purchase, sale and transfer of Shares registered in the
Company’s Hong Kong branch register of members will be subject
to Hong Kong stamp duty. The current rate charged on each of the
purchaser and seller (or transferee and transferor) is 0.1% of the
consideration or, if greater, the fair value of the Shares being bought/
sold or transferred (rounded up to the nearest HK$'000). In addition, a
fixed duty of HK$5.00 is currently payable on an instrument of transfer
of Shares.

Profits from dealings in the Share arising in or derived from Hong
Kong may also be subject to Hong Kong profits tax.

Under the present Cayman Islands laws, transfers and other
dispositions of Shares are exempt from Cayman Islands stamp duty.

Intending holders and investors of the Shares are recommended
to consult their professional advisers if they are in any doubt as
to the taxation implications (including tax relief) of subscribing
for, purchasing, holding, disposing of or dealing in Shares. It is
emphasized that none of the Company or its Directors or officers will
accept any responsibility for any tax effect on, or liabilities of, holders
of Shares resulting from their subscription for, purchase, holding,
disposal of or dealing in such Shares.
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CHANGE OF DIRECTORS’ INFORMATION
gﬂEIEEg RULE 13.51B(1) OF THE LISTING

Pursuant to Rule 13.51B(1) of the Listing Rules, the change in
Directors’ information of the Company since 29 November 2019
(i.e. the date of the Board’s approval of the interim results for the six
months ended 30 September 2019) to 29 June 2020 (i.e. the date
of the Board’s approval of the annual results for the year ended
31 March 2020) were as follows:

° The basic salary of Mr. XIE Zhichun was decreased to
HK$4,800,000 per annum with effect from 1 April 2020.

° Mr. CHAN Kin Sang was appointed as a non-executive director
of Sino Harbour Holdings Group Limited with effect from 1 April
2020 and ceased to be a non-executive director of Pan Hong
Holdings Group Limited with effect from 31 March 2020.

° Mr. CHEN Zhiwei was appointed as an executive director of
Zhongchang International Holdings Group Limited with effect
from 13 May 2020.

Save as disclosed above, there is no other change in the Directors’
information required to be disclosed pursuant to Rule 13.51B(1) of
the Listing Rules since the date of the interim report of the Company
for the period ended 30 September 2019 and up to the date of this
report.

REVIEW OF FINANCIAL INFORMATION

The Audit Committee currently comprises four independent non-
executive Directors, namely, Mr. CHIU Kung Chik (chairman of the
Audit Committee), Mr. CHAN Kin Sang, Mr. LI Gaofeng and Mr. LIU
Xin.

The Audit Committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed the internal controls and financial reporting matters
including the review of the audited consolidated financial statements
and annual results of the Group for the year ended 31 March 2020.

DIRECTORS’ REPORT (Continued)
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EEEHRESE (H)

AUDITOR

The consolidated financial statements of the Group for the year
ended 31 March 2020 were audited by Grant Thornton Hong Kong
Limited (“Grant Thornton”) which will retire at the conclusion of
the forthcoming AGM and, being eligible, offer themselves for
re-appointment. A resolution will be proposed to the Shareholders to
re-appoint Grant Thornton as auditor of the Company.

Save as disclosed above, there has been no change in auditor of the

Company in any of the preceding three years.

On behalf of the Board

ZHUYi
Director

Hong Kong, 29 June 2020
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CORPORATE GOVERNANCE REPORT

The Company’s commitment to the highest standards of corporate
governance is driven by the Board which, led by the Chairman of the
Company, assumes overall responsibility for the governance of the
Company, taking into account of the interests of the Shareholders,
the development of its businesses and the changing external
environment.

The Company believes that good corporate governance is
fundamental in ensuring that the Company is well managed in the
interests of all of its Shareholders.

The Company has adopted the code provisions of the Corporate
Governance Code (the “CG Code”) as set out in Appendix 14 to the
Listing Rules.

CORPORATE GOVERNANCE CODE
COMPLIANCE

Throughout the year ended 31 March 2020, the Company has
complied with all code provisions and, where appropriate, met the
recommended best practices of the CG Code, save as disclosed
below:

Following the resignation of Mr. NG Kay Kwok on 13 December 2019,
the Board no longer has an independent non-executive director with
the appropriate professional qualifications or accounting or related
financial management expertise as required under Rule 3.10(2)
and Rule 3.21 of the Listing Rules. In addition, there is a vacancy
for chairman of the Audit Committee under Rule 3.21 of the Listing
Rules. The Company also fails to meet the requirement of establishing
a Remuneration Committee comprising a majority of independent
non-executive directors under Rule 3.25 of the Listing Rules, the
requirement of establishing a Nomination Committee comprising a
majority of independent non-executive directors under code provision
A.5.1 of the Corporate Governance Code contained in Appendix
14 of the Listing Rules and the terms of reference of the relevant
committees of the Company.
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CORPORATE GOVERNANCE REPORT (Continued)
EREARE (FH)

On 10 March 2020, the Board appointed Mr. LIU Xin as an
independent non-executive Director, and a member of each of the
Audit Committee, the Remuneration Committee and the Nomination
Committee; and re-designated Mr. CHIU Kung Chik, being an
existing independent non-executive Director, the chairman of the
Remuneration Committee, and a member of each of the Audit
Committee and the Nomination Committee, as the chairman of the
Audit Committee.

Following the aforesaid appointments, the Company has complied
with Rules 3.10(2), 3.21 and 3.25 of the Listing Rules as well as code
provision A.5.1 of the CG Code under Appendix 14 of the Listing
Rules and the terms of reference of the relevant committees of the
Company.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code set out in Appendix 10
to the Listing Rules as its own code of conduct regarding Directors’
securities transaction. Having made specific enquiry of all Directors,
all Directors confirmed that they have complied with the required
standards set out in the Model Code throughout the Reporting Year.

BOARD OF DIRECTORS

The Board is collectively responsible for formulating of the Group’s
overall strategy, reviewing and monitoring the Group’s business
operations and performance, preparing and approving financial
statements, considering and approving material contracts and
transactions as well as other significant policies and financial matters.
The Board takes the responsibility to oversee internal controls and
risk management systems and to review of the effectiveness of such
systems, monitoring the performance of the senior management
and determining the policy for corporate governance. The Board
also gives clear directions as to the powers delegated to the senior
management for the day-to-day operation, business strategies and
administrative functions of the Group.

China Fortune Financial Group Limited
Annual Report 2020

R-Z-TF=A+H BESFEEIMRE
ERBIFATES - UREEZZES
FEEeMERR B ZKE  ANRE
BIUFATTES  FNRESEFENALERE
ZEREELRAEZEEVREBAE LR
EREGZEGZER -

RATIMEERE - AARE2HEET EMARR
£3.10(2)fk « 321 K% EE3.25(F 2R E
AR ET R BB 8%+ U Pl 2 (e B VR <F A
ZFRHEX BEASIGERARRISEEBEE
gBEEE T -

ESCEHBRG

ZAYNCIIRE> S0 Malysb 2l E = e a0k e 2
AEREESRETERRHZITRTR - &
AEREFFLFEERER  MAEESFHE
ERRENEEREFEA—BEETIREST
AIFTELZ SREZER o

Exg

EEQHAA BRI AKRE 2 BERE 2
M EREBAKB B EENERR - mREKL
BERMBHRE EEMMUEEREHRR
5 UNEMBERREMBEE - EFE
BEERARNEELRAREERS - Wik
FZERFZAENL - UREESRERRERX
RARBIFTEEREEGBR - EFS NIRRT
SREEEARASERAREZE  XFIHRME
RATERBRE < REN 4G TRRRESE R ©



CORPORATE GOVERNANCE REPORT (Continued)

TRERHE (F)

As at 31 March 2020 and up to the date of this annual report, the RIZE-TF=A=+—HAKEEARFHA
composition of the Board was as follows: H - EFg2EKET

Executive Directors Non-executive Directors
HITES FHITES

Mr. XIE Zhichun (Chairman) Mr. HAN Hanting
fRfaESRE (F/E) ERMESLE

Mr. ZHU Yi Mr. CHEN Zhiwei
KRTAE PRAESE

Ms. SUN Qing (appointed on 24 April 2020) Mr. WU Ling
BRELt (RZFE-_FFMA-—+WHEST) REXE
Mr. HUA Yang (resigned on 24 April 2020)

EiGkt (ROFE_FFMNA_+HHET)

Independent non-executive
Directors
BYFHITES

Mr. CHAN Kin Sang

BRIE A 54

Mr. CHIU Kung Chik

[i:WNICP e

Mr. LI Gaofeng

FRlEEE

Mr. LIU Xin
(appointed on 10 March 2020)

ZIREE
(RZFE=ZFF=[H+HEZ(F)

The Chairman and the independent non-executive Directors have met  ERRBEVIFRITEETHEHMES L EEE
at least once every year without the presence of other Directors and ~ TESWERLT - BFEKFIRIT—RE
the management and such meeting was held on 29 November 2019. & MARgHRCRZE—NF+—HA=TAh

AT o
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CORPORATE GOVERNANCE REPORT (Continued)
EREARE (FH)

Number of Board meetings, committees meetings and general REZE-_ZT-_FTF=A=+—HIEFERNE
meetings held during the year ended 31 March 2020 and the {IZXEEEE% ZEEZRMRERE

attendance rate of the individual Directors are set out below: HFEURERNES 2 HFEREHNNT
Audit Remuneration Nomination Annual
Board Committee Committee Committee General
Meeting Meeting Meeting Meeting Meeting
Directors (“BM") (“ACM”) (“RCM”) (“NCM”) (“AGM”)
B F0) R’ =R
Ezged ZEBER ZEBEE ZEEEE BERE
(Tgxg (BxZeg (FHzEEE (REZE8 (TREBF
=g =) =g ) g%l g% X&)
Executive Directors BiIES
XIE Zhichun (Chairman) BEE (2F) 5/5 N/ATEA 2/2 2/2 11
ZHU Yi (Note ) K= 5/5 N/ATEA N/ATEA N/ATEA 11
SUN Qing (Nete2) - AL N/ATEA N/ATEA N/ATEA N/ATEA N/ATEA
HUA Yang (Nee3) R 5/5 N/ATEA 2/2 2/2 11
Non-executive Directors FHTES
HAN Hanting BEYE 5/5 N/AT N/AT A N/AT R 11
CHEN Zhiwei BRE(E 5/5 N/ATiEA N/ATEA N/ATEA 11
WU Ling R % 5/5 N/ATEA N/ATEA N/ATEA 0N
Independent non-executive ~ BYEHITES
Directors
CHAN Kin Sang BRiEE 5/5 3/3 N/ATiEA N/ATEA 11
CHIU Kung Chik (Nete4) HAg M=) 5/5 3/3 2/2 2/2 11
LI Gaofeng Fri 5/5 3/3 2/2 2/2 0/1
LIU Xin (Note5) g fr s 1/ 11 N/ATEA N/ATEA N/ATEA
NG Kay Kwok (Nte®) RAELE (o) 313 2/2 1/1 /1 A

China Fortune Financial Group Limited
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CORPORATE GOVERNANCE REPORT (Continued)

Notes:

1. Mr. ZHU Yi was appointed as a member of each of the Remuneration
Committee and the Nomination Committee on 24 April 2020.

2. Ms. SUN Qing was appointed as a Director on 24 April 2020.

3. Mr. HUA Yang resigned as a Director and a member of each of the
Remuneration Committee and the Nomination Committee on 24 April
2020.

4. Mr. CHIU Kung Chik was re-designated from a member of the Audit
Committee to the Chairman of the Audit Committee on 10 March 2020.

5. Mr. LIU Xin was appointed as a Director and a member of each of the
Audit Committee, the Remuneration Committee and the Nomination
Committee on 10 March 2020. One BM and one ACM were held but no
RCM, NCM and AGM were held since his appointment.

6. Mr. NG Kay Kwok resigned as a Director on 13 December 2019. Three
BMs, two ACMs, one RCM, one NCM and one AGM were held prior to
his resignation.

The Company has received from each of its independent non-
executive Directors an annual confirmation of independence as
required under Rule 3.13 of the Listing Rules. The Company considers
that all independent non-executive Directors are independent.

The biographical details of all existing Directors are set out in the
section headed “BIOGRAPHICAL DETAILS OF DIRECTORS” of this
annual report. None of the Directors has any relationship (including
financial, business, family or other material/relevant relationship(s))
with other Board members.
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CORPORATE GOVERNANCE REPORT (Continued)
EREARE (FH)

The Board is provided with relevant information concerning matters
to be brought for its decision. Regular Board meetings are held at
approximately quarterly intervals and at least 14 days notice will
be given to the Directors before each Board meeting is held. Board
papers are dispatched to the Directors at least 3 days prior to the
meetings.

Directors have to declare their interests before the meetings in
accordance with the Articles of Association. Directors who are
considered to have a conflict of interest or material interests in the
proposed transactions or issues to be discussed will not be counted
as the quorum of the meeting and are required to abstain from voting
on the relevant resolutions.

The Company maintains the minutes of the Board meetings for
inspection by Directors.

There is a clear division of responsibilities between the Board and the
Executive Committee of the Company (the “Executive Committee”).
Decisions on important matters are reserved to the Board while
decisions on the Group’s general operations are delegated to the
Executive Committee. Important matters including but not limited to
major acquisitions and disposals, annual budgets, approval of annual
and interim results, other significant operational and financial matters
and those affecting the Group’s strategic policies.

Newly appointed Directors are provided with briefings and orientation
on their legal and other responsibilities as a Director and the role of
the Board.

Information package comprising the latest development in laws,
rules and regulations relating to the duties and responsibilities of
Directors will be forwarded to each Director from time to time for their
information and reference. “A Guide on Directors’ Duties” published
by the Companies Registry of Hong Kong, and “Guidelines for
Directors” and “Guide for Independent Non-Executive Directors”
published by The Hong Kong Institute of Directors have also been
forwarded to each newly appointed Director for their information and
reference.
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CORPORATE GOVERNANCE REPORT (Continued)

In addition, the Company has also from time to time provided
information and briefings to Directors on the latest development
of the laws, rules and regulations relating to Directors’ duties and
responsibilities. The Company has, on an individual basis, advised
Directors on queries or issues arising from the performance of their
duties.

During the year under review, one in-house seminar on “Breaches
of directors’ duties under the listing rules” was provided by the
Company to its Directors. Besides, individual Director who had
participated in other continuous professional training organized by
professional bodies and/or government authorities also provided the
Company with his records of continuous professional development.
Such training records were kept by the Company.

The Directors’ knowledge and skills are continuously developed and
refreshed by the following means:

(1) Participation in in-house seminars and/or briefings provided by
the Company relating to the updates on legal and regulatory,
corporate governance requirements and industry-related issues;

(2) Participation in the continuous professional training seminars/
conferences/courses/workshops organized by other professional
bodies and/or government authorities on topics relating to
directors’ duties and/or their respective professionalism; and

(8) Reading materials relating to the latest development in laws,
rules and regulations in relation to the directors’ duties and
responsibilities, corporate governance and finance industry,
as well as watching videos prepared by the Stock Exchange in
relation to the aforesaid topics.
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TRERRE (H)

During the Reporting Year, all the Directors participated in continuous
professional development and the relevant details are set out below:

Members of the Board
EEERE

Executive Directors
XIE Zhichun (Chairman)

ZHUYi

SUN Qing (appointed on 24 April 2020)

HUA Yang (resigned on 24 April 2020)

Non-executive Directors

HAN Hanting

CHEN Zhiwei

WU Ling

Independent non-executive Directors

CHAN Kin Sang

CHIU Kung Chik (Netei)

LI Gaofeng

LIU Xin (appointed on 10 March 2020) N
NG Kay Kwok (resigned on 13 December 2019) Nl

Notes:

BTES
REE (/F)

R

BE (R-FE_FTF0H—1HHEZE)
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g (R-FE_FFMAH -1 HHEHE)

+

FHTES
EHE

PR

ol

R%&

BYFHITES
PRf2AE

ﬁ@g (BH&ED)

DD}-

Folg

B\ (R FE=FFE= f+ HES(F) WD

QB (R E— S FEA = G = [ EHE) D

fax

RAREFE  MEESC2HEBEZREDR
& A EEINT

Training(s)
received

Xz

A
(1)&(3)
(1) 5(3)

()  Mr. CHIU Kung Chik and Mr. NG Kay Kwok were absent from the () HEAEAERRHBEAETELEARQR

in-house seminar provided by the Company on 29 November 2019.

g -

RZBE-AF+—AZTHLBERNAH

(i) No in-house seminar was provided by the Company on or after (i) RZZTZEF=A+HIZERAT L E

10 March 2020.
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CORPORATE GOVERNANCE REPORT (Continued)

LIABILITY INSURANCE FOR THE
DIRECTORS

The Company has arranged for appropriate insurance cover in
respect of possible legal actions against its Directors and officers.

CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

Code Provision A.2.1 of the CG Code states that the roles of chairman
and chief executive should be separate and should not be performed
by the same individual. The roles of the Chairman and the Chief
Executive Officer of the Company are currently performed by Mr. XIE
Zhichun and Mr. ZHU Yi respectively.

The Chairman is responsible for taking the lead in formulating the
overall strategies and policies of the Group. He ensures that the
Board functions effectively and all material issues of the Company are
discussed in a timely manner. The Chairman also leads the Board to
establish good corporate governance policies and procedures for the
Group as a whole.

The Chief Executive Officer, supported by the other executive
Directors and the senior management of the Company, is responsible
for the daily business operations and management of the Group. He
monitors the implementation of the Group’s strategy with respect to
the achievement of its business objectives.

NON-EXECUTIVE DIRECTORS

Each of the non-executive Directors and independent non-executive
Directors has entered into letters of appointment with the Company
for a term of one year and all of them are subject to retirement by
rotation pursuant to the Articles of Association.

BOARD COMMITTEES

The terms of reference of the Remuneration Committee, the
Nomination Committee and the Audit Committee are disclosed on
both the websites of the Company and the Stock Exchange.
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CORPORATE GOVERNANCE REPORT (Continued)
EREARE (FH)

The Remuneration Committee was established in October 2005.
It currently comprises three independent non-executive Directors,
namely Mr. CHIU Kung Chik (chairman of the Remuneration
Committee), Mr. LI Gaofeng and Mr. LIU Xin, and two executive
Directors, namely Mr. XIE Zhichun and Mr. ZHU Yi. The terms of
reference of the Remuneration Committee was revised on 29 February
2012 and are aligned with the provisions set out in the CG Code. The
main duties of the Remuneration Committee are as follows:

(a) to make recommendations to the Board on the Company’s
policy and structure for all Directors and senior management’s
remuneration and on the establishment of a formal and
transparent procedure for developing remuneration policy;

(b) to review and approve the management’s remuneration
proposals with reference to the Board’s corporate goals and
objectives;

(c) to make recommendations to the Board on the remuneration
packages of individual executive Directors and senior
management. This should include benefits in kind, pension
rights and compensation payments, including any compensation
payable for loss or termination of their office or appointment;

(d) to make recommendations to the Board on the remuneration of
non-executive Directors;

(e) to consider salaries paid by comparable companies, time
commitment and responsibilities and employment conditions
elsewhere in the Group;

(f)  to review and approve compensation payable to executive
Directors and senior management for any loss or termination
of office or appointment to ensure that it is consistent with
contractual terms and is otherwise fair and not excessive for the
Company;

China Fortune Financial Group Limited
Annual Report 2020

FNEESER TR F AR - HBA
M=RBUIFRTES  ERAERE (F
MEEELTR) FTREXERBIREL
IARMERTES - FEETERRRE
FHER - FNEE e BREEEN _—FT——
F_AZTARELER  UFEEEER
STRIPTEZ X - HFZE e 2 T2RAE M
T~

(a) RARARZBEERSMEZARM
O R - RIS R A
BREOFIRE  MEFRELE
%

(b) EBEFRMTLZEENEHRASL
Tl Rt R O N

(c) MEFERZMENNTEZTLRARE
BEAEBNHFMEGS - WERBREDR
M RARERANERESE (BRERX
AR IERITS SRR IMEE) |

(d) FRFATEFNFHAESTSRLZ

#

() ERFAMAFZMMFM - Al
PR T B DA TR A PO B A B 8
R0

() BARBERNTEERSRERA
EREEARKIEBEIZAMES
HHEE  URERZSEEERSOK
R EARFTMEBEAERT
BUR%



(h)
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to review and approve compensation arrangements relating to
dismissal or removal of Directors for misconduct to ensure that
they are consistent with contractual terms and are otherwise
reasonable and appropriate; and

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

During the year under review, the Remuneration Committee held two

meetings to discuss and deal with the following major matters:

to review the remuneration package of all Directors and senior
management; and

to recommend the remuneration package of the newly
appointed Director, namely Mr. LIU Xin, to the Board for
approval.

The Nomination Committee was established in December 2007. It
currently comprises two executive Directors, namely Mr. XIE Zhichun

(chairman of the Nomination Committee) and Mr. ZHU Yi; and

three independent non-executive Directors, namely Mr. CHIU Kung
Chik, Mr. LI Gaofeng and Mr. LIU Xin. The terms of reference of the
Nomination Committee was revised on 29 February 2012 and are
aligned with the provisions set out in the CG Code.

The main duties of the Nomination Committee are as follows:

(a)

to review the structure, size and composition (including the
skills, knowledge and experience) of the Board at least annually
and make recommendations on any proposed changes to the
Board to complement the Company’s corporate strategy;

to identify individuals suitably qualified to become members of
the Board and may select individuals nominated for directorship;

to assess the independence of the independent non-executive
Directors; and

to make recommendations to the Board on the appointment
or re-appointment of Directors and succession planning for
Directors, in particular the chairman and the chief executive.
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The Nomination Committee identifies and nominates qualified
individual to the Board for consideration. All newly appointed
Directors are subject to re-election by the Shareholders at the AGM
or at the next following general meeting of the Company immediately
following their appointment pursuant to the Articles of Association. In
considering the new appointment or re-nomination of Directors, the
Nomination Committee will focus their decisions based on attributes
such as integrity, industry experience and professional and technical
skills together with the ability to contribute time and afford to carry out
their duties effectively and responsibly.

During the year under review, the Nomination Committee held two
meetings to discuss and deal with the following major matters:

—  toreview the composition of the Board;

— to review and assess the independence of the independent
non-executive Directors; and

— to recommend the appointment of Mr. LIU Xin as independent
non-executive Director for the Board’s approval.

A nomination policy was adopted by the Company in November 2018
(the “Nomination Policy”) which sets out the selection criteria and
nomination procedures in identifying and recommending candidates
as Directors for the Board’s consideration. In assessing the suitability
of a proposed candidate for directorship, the Nomination Committee
will take into account (i) the Company’s actual needs, (ii) the
candidate’s skills and professional experience that are complementary
to the other members of the Board and (iii) the diversity of the Board,
including but not limited to gender, age, cultural and educational
background, etc.

The Nomination Committee will review the Nomination Policy from
time to time and discuss any revisions required, and will recommend
such revisions to the Board for consideration and approval.
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CORPORATE GOVERNANCE REPORT (Continued)

The Company recognizes and embraces the benefits of diversity of its
Board members. It had adopted a Board Diversity Policy (the “Policy”)
in August 2013. All Board appointments will be based on meritocracy
and competence. The ultimate decision will be based on merits and
contributions that the selected candidates will bring to the Board.

In order to achieve a diversity of perspectives amongst the structure,
size and composition of the Board, when making the recommendation
to the Board for appointment or re-appointment of Directors, the
Nomination Committee will take into account certain objective criteria
such as gender, age, cultural and educational background, ethnicity,
professional experience, skills and knowledge, and length of service,
etc. Besides, it will also take into account factors based on the
Company’s business model and specific needs from time to time.

In addition, the Nomination Committee will from time to time review
the Policy, as appropriate, to ensure its continued effectiveness. It
will discuss any revisions that may be required, and recommend any
such revisions to the Board for consideration and approval.

The Audit Committee was established in April 2001 and currently
comprises four independent non-executive Directors, namely Mr.
CHIU Kung Chik (chairman of the Audit Committee), Mr. CHAN Kin
Sang, Mr. LI Gaofeng and Mr. LIU Xin. The terms of reference of the
Audit Committee was revised on 30 December 2015 and are aligned
with the provisions set out in the CG Code. The main duties of the
Audit Committee are as follows:

(a) to be primarily responsible for making recommendation to the
Board on the appointment, re-appointment and removal of the
external auditor, and to approve the remuneration and terms
of engagement of the external auditor, and any questions of its
resignation or dismissal;
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(b) to review and monitor the external auditor’s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards. The Audit Committee
should discuss with the auditor the nature and scope of the
audit and reporting obligations before the audit commences;

(c) to develop and implement policy on engaging of an external
auditor to supply non-audit services. For this purpose, “external
auditor” includes any entity that is under common control,
ownership or management with the audit firm or any entity that
a reasonable and informed third party knowing all relevant
information would reasonably conclude to be part of the audit
firm nationally or internationally. The Audit Committee should
report to the Board, identifying and making recommendations
on any matters where action or improvement is needed;

(d) to monitor the integrity of the Company’s financial statements
and annual report and accounts, half-year report and, if
prepared for publication, quarterly reports, and to review
significant financial reporting judgments contained in them. In
reviewing these reports before submission to the Board, the
Audit Committee should focus particularly on:

(i)  any changes in accounting policies and practices;
(i) major judgmental areas;

(iii)  significant adjustments resulting from the audit;

(iv) the going concern assumptions and any qualifications;

(v) compliance with accounting standards; and

(vi) compliance with the Listing Rules and legal requirements
in relation to financial reporting;
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CORPORATE GOVERNANCE REPORT (Continued)

regarding (d) above:

(i)  members of the Audit Committee should liaise with the
Board and senior management and the Audit Committee
must meet, at least twice a year, with the Company’s
auditor; and

(i) the Audit Committee should consider any significant or
unusual items that are, or may need to be, reflected in the
reports and accounts, it should give due consideration
to any matters that have been raised by the Company’s
staff responsible for the accounting and financial reporting
function, compliance officer or auditor;

to review the Company’s financial controls, and unless expressly
addressed by a separate Board’s risk committee, or by the
Board itself, to review the Company’s risk management and
internal control systems;

to discuss the risk management and internal control systems
with management to ensure that management has performed its
duty to have effective systems. This discussion should include
the adequacy of resources, staff qualifications and experience,
training programmes and budget of the Company’s accounting
and financial reporting function;

to consider major investigation findings on risk management
and internal control matters as delegated by the Board or on its
own initiative and management’s response to these findings;

where an internal audit function exists, to ensure co-ordination
between the internal and external auditors, and to ensure that
the internal audit function is adequately resourced and has
appropriate standing within the Company, and to review and
monitor its effectiveness;

to review the Group’s financial and accounting policies and
practices;

(h)
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TEERA

(p)

amE ()

to review the external auditor’'s management letter, any
material queries raised by the auditor to management about
accounting records, financial accounts or systems of control
and management’s response;

to ensure that the Board will provide a timely response to the
issues raised in the external auditor's management letter;

to review arrangements employees of the Company can use, in
confidence, to raise concerns about possible improprieties in
financial reporting, internal control or other matters. The Audit
Committee should ensure that proper arrangements are in place
for fair and independent investigation of these matters and for
appropriate follow-up action;

to act as the key representative body for overseeing the
Company’s relations with the external auditor;

to report to the Board on the matters set out above; and

to consider other matters, as defined or assigned by the Board
from time to time.

During the year under review, the Audit Committee held three

meetings to consider and approve, inter alia, the following matters:

(@)

to review the half-year and annual financial statements before
submission to the Board, with a focus on compliance with
accounting standards, the Listing Rules and other requirements
in relation to financial reporting of the Audit Committee;

to review and discuss the effectiveness of the internal controls
system throughout the Group, including financial, operational
and compliance controls, and risk management;

to review the accounting principles and practices adopted by
the Group and other financial reporting matters;

to discuss with the auditor on the annual audit scope; and

to recommend to the Board for re-appointment of Grant
Thornton as auditor of the Group for the ensuing year and to
approve the remuneration and terms of engagement of Grant
Thornton.
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CORPORATE GOVERNANCE REPORT (Continued)

The Executive Committee was established in April 2017 with written
terms of reference that specifies its authorities and duties. It currently
comprises all executive Directors (except for the Chairman of the
Board) and the relevant department heads of the Company and is
chaired by the Chief Executive Officer of the Company. The Executive
Committee is primarily responsible for supervising the day-to-day
operation of the Group, implementing business strategies made by
the Board and making investment decisions within its authorities, etc.
The Executive Committee meets as and when necessary.

CORPORATE GOVERNANCE FUNCTIONS

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

(iy  to develop and review the Company’s policies and practices on
corporate governance;

(i) to review and monitor the training and continuous professional
development of Directors and senior management;

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

(iv) to develop, review and monitor the code of conduct and
compliance manual applicable to employees and Directors; and

(v) to review the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report.

During the year ended 31 March 2020, the Board has duly discharged
the above-mentioned duties.
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AUDITOR’S REMUNERATION

For the year ended 31 March 2020, the auditor’s remuneration paid
or payable by the Group to Grant Thornton in respect of the audit and
other non-audit services were as follows:

Audit services ZH R
Non-audit services IERZH RS
— other professional services — BB RS

The reporting responsibilities of Grant Thornton to the Shareholders
are set out in the Independent Auditor’s Report on pages 108 to 116
of this annual report.

DIRECTORS” RESPONSIBILITIES FOR THE
FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for the preparation of
the financial statements for the financial year ended 31 March 2020
and ensuring that such financial statements give a true and fair view
of the affairs of the Group and of the Group’s results and cash flow
and in compliance with the relevant laws and disclosure provisions of
the Listing Rules. In preparing the consolidated financial statements
for the year ended 31 March 2020, the Directors have selected
appropriate accounting policies and applied them consistently;
made prudent and reasonable judgments and estimates; and have
prepared the financial statements on a going concern basis.
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COMPANY SECRETARY

During the year ended 31 March 2020, the Company has appointed
Ms. MOK Ming Wai (“Ms. Mok”), a director and head of listing
corporate services department of Trident Corporate Services (Asia)
Limited, as a joint company secretary of the Company on 29 August
2019. Ms. WONG Miu Ying Vivian (“Ms. Wong”) resigned as a joint
company secretary of the Company with effect from 29 November
2019. Following the resignation of Ms. Wong, Ms. Mok became
the sole company secretary of the Company. Ms. Mok worked and
communicated closely with Mr. ZHU Yi, an executive Director of the
Company. Ms. Mok has undertaken not less than 15 hours of relevant
professional training in compliance with Rule 3.29 of the Listing Rules.

SHAREHOLDERS’ RIGHTS

The Board gives high priority to balanced, clear and transparent
communications which allow Shareholders and investors to
understand the Group’s prospects and the market environment in
which it operates. The Company communicates with Shareholders
and investors in different ways to ensure that their views and concerns
are understood and addressed in a constructive way.

In March 2012, the Board has established a Shareholders
communication policy and a Shareholders’ guide is in place to ensure
that Shareholders are provided with ready, equal and timely access
to balanced and understandable information about the Group.
The po