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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 2022.

In 2021, impacted by various internal and external factors such
as intensified global geopolitical conflicts, tightening liquidity, the
resurgence of the COVID-19 pandemic, and the slowdown in China’s
economic growth, the Hong Kong'’s capital market has experienced
a challenging year. In the civil year of 2021, regarding the secondary
equity market, due to direct factors such as more frequent Sino-
US frictions and increased policy risks, the confidence of investor
has been severely impacted, resulting a significant decline of
approximately 14% in the Hang Seng Index. The Hang Seng Tech
Index even led the global stock indexes in terms of decline, closing
down about 33% for the year. Regarding the Chinese-issued U.S.
dollar-denominated bonds market, it experienced huge fluctuations
throughout the year, and frequent credit incidents led to a shrinking of
issuance in the primary market and a sharp drop in market liquidity:
The Markit iBoxx China High-Yield U.S. dollar-denominated Bond
Total Return Index closed down about 22% for the year, and the
Markit iBoxx Asia Chinese-issued U.S. dollar-denominated Bond
Total Return Index closed down nearly 8% for the year. In the primary
market of Hong Kong stocks, there were only 95 new IPOs on the
main board, down about 30% from 136 in the previous year. However,
we foresee that there are still a number of large scale stocks with
Chinese concept planning to be listed in Hong Kong as its secondary
listing place in the year. In addition, the implementation of the SPAC
system has also added new energy to the market, and the confidence
of the market is gradually being restored.

The substantial changes in the capital market environment have
put pressure on the income stream of financial institutions. Our
investment banking business has entered a reserve period after
a stellar performance in 2020, with a number of quality projects
in progress in hand. In the 2021/22 fiscal year, we completed two
underwriting projects of medium and large IPOs of New Hope
Service and Dongguan Rural Commercial Bank, and successfully
promoted the issuance of US dollar bonds of Shimao Group. In
addition to the sponsor and underwriting business, our investment
and capital management business are also a breakthrough. Last year,
we participated in the Series B financing of a star project, namely
Genuine Biotech (EE4%)), and launched one of the first onshore
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CHAIRMAN'’S STATEMENT (Continued)
ERHBE (K)

limited partnership funds (LPFs) in the Hong Kong market. Relying
on the cross-border asset management license of our Shenzhen
subsidiary, we also successfully launched the first QFLP fund
(categorized as FOF) in Shenzhen, the first batch of QFLP funds in
the Hainan market and few QDIE contractual funds in the Shenzhen
market, which has successfully promoted the popularity of cross-
border asset management business in the market. The Company also
focused on the construction of financial technology infrastructure,
completed the overall upgrade of the securities trading APP, provided
customers with more professional and comprehensive technical
support through technology empowerment, and improved the service
capabilities for securities trading and margin customers.

As at 31 March 2022, the Group’s total revenue amounted to
approximately HK$58,487,000, representing a year-on-year decrease
of approximately 56%, with the loss before tax of approximately
HK$79,534,000. The loss was mainly due to the rapid deterioration of
the market environment, which resulted in a decrease in the Group’s
revenue.

We believe that our determination to face changes and the confidence
to turn crisis into opportunity are controllable as to unforeseen factors
for the time being. China Fortune has taken due consideration of the
market environment, emphasized the importance of compliance and
risk control, and reduced risk exposure with a prospective view, laying
a solid foundation for the sustainable and healthy development of the
Group’s business. China Fortune will adhere to its philosophy of “be
steady, accurate, fast and decisive”, exploring opportunities hidden
in the fluctuating market under prudent risk control and cost control,
making breakthroughs in new business areas, and further expanding
its profitability model so as to increase returns for its Shareholders.

Here | would like to extend my deepest appreciation and gratitude
to investors and all sectors of the community for their support and
concern, and to the Shareholders, the Board, the management and
all our colleagues for their strong support and hard work. Let us “look
for hope in despair” hand in hand!

XIE Zhichun
Chairman

Hong Kong, 29 June 2022
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MANAGEMENT DISCUSSION AND ANALYSIS

RESULTS

For the year ended 31 March 2022 (the “Reporting Year”), revenue
and net investment losses of the Group amounted to approximately
HK$55,336,000 representing a decrease of approximately 63.27%
from approximately HK$150,670,000 for the year ended 31 March
2021. The decrease was mainly attributable to a certain decrease in
the revenue of each segment of the Group and a net investment loss
from investment in financial assets.

The Group recorded a loss of approximately HK$79,309,000 for
the year ended 31 March 2022, as compared with the loss of
approximately HK$13,495,000 for the corresponding period in
2021. Net loss attributable to owners of the Company amounted to
approximately HK$79,309,000 for the Reporting Year, representing
a increase of approximately 487.69% comparing with the loss of
approximately HK$13,495,000 for the corresponding period in 2021.
The overall performance of net loss attributable to owners of the
Company was increased in the year ended 31 March 2022 mainly
due to (i) a decrease in revenue; (ii) a net investment losses from
investment in financial assets; (iii) expected credit losses on loan and
trade receivable; and (iv) impairment loss.

The basic and diluted loss per share of the Company for the
Reporting Year was approximately HK8.66 cents as compared with
the basic and diluted loss per share of approximately HK1.47 cents
for the corresponding period in 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWESN (F)

BUSINESS REVIEW

SECURITIES BROKERAGE AND MARGIN
FINANCING

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 of approximately HK$37,222,000, representing a decrease of
approximately 27.04% as compared to the revenue of approximately
HK$51,014,000 for the corresponding period in 2021.

No net investment gain was recorded for the year ended 31 March
2022 (2021: approximately HK$5,702,000).

The segment loss for the year ended 31 March 2022 amounted to
approximately HK$476,000 (2021: segment profit approximately
HK$11,635,000), representing a decrease in profit of approximately
104.09% as compared with the corresponding period in 2021.

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 net worth individual clients.

CORPORATE FINANCE

The corporate finance market was under a keen competition during
the Reporting Year. Segment revenue from corporate finance
business decreased by approximately 82.09% from approximately
HK$38,207,000 to approximately HK$6,844,000 while the segment
loss for the year ended 31 March 2022 amounted to approximately
HK$11,652,000 (2021: segment profit approximately HK$319,000).
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

MONEY LENDING

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$8,348,000
(2021: approximately HK$31,354,000), representing a decrease of
approximately 73.38% as compared with the corresponding period in
2021.

The Group applies general approach in measuring loss allowance for
expected credit losses on loans receivable.

The Group granted loans to borrowers with different period of time. As
the term loans are normally repaid monthly in instalment amount, they
would be past due during the loan period and thus, past due day
information is meaningful in assessing if there is significant increase
in credit risk during the loan period.

In assessing default risk of loan receivables, management considered
the following factors:

—  collateral ratio (if any);
— amount of actual shortfall;
— delay in repayment;

—  responsive to the Group’s request in repayment after maturity of
loan;

— an actual or expected downgrade of the external or internal
credit rating of the borrower;

— existing or forecast adverse changes in business, financial or
economic conditions that are expected to cause a significant
change in the borrower’s ability to meet its debt obligation;

— significant changes in external market indicators of credit risk
for a particular financial asset or similar financial assets with
similar characteristics; and

— significant changes in the value of the collateral supporting the
obligation or credit enhancement, if applicable.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
BEENWRESN (F)

Management classify loan receivables based on the following:

Stage 1:

Stage 2:

Stage 3:

For exposures where there has not been a significant
increase in credit risk since initial recognition and that are
not credit-impaired upon origination.

For exposures where there has been a significant increase
in credit risk since initial recognition but are not credit-
impaired. Below are indicators of significant increase in
credit risks: Repayment of loan is delayed by borrower;
Collateral Ratio (if any) is 60% or higher; and Responsive
to the Group’s request.

Exposures are assessed as credit-impaired when one
or more events that have a detrimental impact on the
estimated future cash flows of that asset have occurred.
Below are events indicating that the balance is credit-
impaired:

(a) The Group makes liquidation call to borrowers to
liquidate their securities collateral (if any) to settle

the outstanding balances;

(b) The borrower is not responsive to the Group’s
request; and

(b) The Group loses contact with the borrowers.

In assessing default risk of loan receivables, management would
make reference to the default rates studies conducted by certain
external credit rating agency. In addition, management would

incorporate forward looking economic information through the use of
industry trend and experienced credit judgment to reflect qualitative

factors.
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CONSULTANCY AND INSURANCE BROKERAGE

During the Reporting Year, the Group recorded a segment revenue
from consultancy services and insurance brokerage services of
approximately HK$1,242,000 (2021: approximately HK$1,487,000),
representing a reduction of approximately 16.48% as compared with
the corresponding period in 2021.

ASSET MANAGEMENT

During the Reporting Year, the Group recorded a segment revenue
and net investment loss from asset management of approximately
HK$1,774,000 (2021:
gains approximately HK$23,153,000), representing a decrease

segment revenue and net investment

in segment revenue of approximately 92.34% as compared with
the corresponding period in 2021. The increase in segment loss
was mainly attributable to a net investment loss from investment in
financial assets and reduction of financial assets investment during
the Reporting Year.

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”).
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEEBNWEIN (&)

(i)  On 21 September 2016, the Company entered in to 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 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 would be issued, subject
to adjustments to the conversion price of HK$0.06.

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 was 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.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

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 of the
Company were 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 of the Company were 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 was 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 were
HK$60,000,000, in which approximately HK$36,000,000 was
used for further strengthening the proprietary trading business,
approximately HK$12,000,000 was used for engagement in private
equity investments such as pre-IPO investment, and approximately
HK$12,000,000 was used for the asset management business as
seed money to the existing funds and/or new funds.

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, the number
of 650,000,000 shares of the Company were 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 precedent set out
in the Riverhead Capital Subscription Agreement.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEEBNWEIN (&)

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.

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 disclosed
in the voluntary announcement of the Company dated 10 July 2020,
the Company fully settled and repaid the balance of the outstanding
principal and interest in relation to the Convertible Bonds to PAL.

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 fulfilment
of the conditions precedent as disclosed in Amendment Deed
Announcement, the Company shall execute a supplemental deed
poll to effect the CB Extension. A circular containing, among others,
further details of CB Extension and a notice for the extraordinary
general meeting (“EGM”) was despatched to the shareholders of the
Company (“Shareholders”) on 29 July 2020.

China Fortune Financial Group Limited
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BEAMMRESDR-_E-EF=A=+H
FIH o RIS E AR ARE H A G TR R AR -
KRIEB KRS %E53,454,00078 TCER A FEAT
RAMFEBEER -_ZE-_EFNMA=HX
fif o

PALATBRERERN T =_FTF=A=+H
FHA o ARIE PAL AR IR (E 5 A R R A1
RARERPALAEEESNREESETA
A REEA £ %58 153,585,000 7% T iE [E]
FTE R RAMNFIE - AR AT B A=
93_ TFELATHAZEBEMEASHE - A2

BBV B EREPALATRRES A A
E’Uﬂﬂaﬂ%&&%ﬂ%ﬁ%%ﬁ 0
T REARABRERESFR T FEX

)EJ +ABEH - R ARFRPAE=T =
TELANBZRAE (BIIRELE] T
o ARRIEIAEAR-_ZT_ZTF LA
NB (REEERE) s 1B 22E ([1BRT &
B Bt IAEABERGEREERE
IR BRI MRES 2 FIHA - BFE 4t
/I%éle—HﬁHX{f%_‘ﬁefTE B E=ERF
B(AIZZEZZTFSAZ+N\H) &K
7Ttt/15‘6§$—ﬁﬁﬁff%§*ﬁElﬁﬁ?é%v
AEEFHER B ZE=_F /S A=+N
H) ((ATREFER]) - FEITREAS
PR SR 2 SO RIGMER R - NARIERER
TFERE - ERRRESERER - —
MER (AR BIE)  ATRRESCEHE
—HHBEARRREINRE ([BRRFH X
g BENBRER_STFLA=-TA
HEZETAQARR ([RR]) °



MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

At the EGM held on 27 August 2020, the ordinary resolution approving
the CB Extension contemplated under the Amendment Deed and the
proposed grant of the specific mandate as set out in the EGM notice
dated 29 July 2020 was not passed by the independent Shareholders
by way of poll at the EGM. Pursuant to the terms and conditions of
the Convertible Bonds to Riverhead Capital, the outstanding principal
amount of HK$60,000,000 together with all accrued and unpaid
interests of the tranche 2 of the Convertible Bonds to Riverhead
Capital were repaid on 4 September 2020.

The tranche 3 of the Convertible Bonds to Riverhead Capital
matured on 5 July 2021. Pursuant to the terms and conditions of the
Convertible Bonds to Riverhead Capital, the outstanding principal
amount of HK$21,000,000 together with all accrued and unpaid
interests was repaid on 5 July 2021.

For details of the Cinda Subscription Agreement, PAL Subscription
Agreement and Riverhead Capital Subscription Agreement and the
relevant transactions, please refer to the circulars of the Company
dated 13 December 2016 and 29 July 2020, 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, 10 July 2020 and
27 August 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEEBNWEIN (&)

With reference made to the mentioned circulars 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 EGM 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

Utilized
proceeds

on the intended
use during the

REWAIBRMBRRAE - £ AR
% FRWIT BRI MBRESFME=H
TRBERNABRBESIRER T —+HF—
AR BRSETNRREIAS LEEBARE
RETNET - BB LARESHESEES
R R P SSR RGN R T

F-fumRES

Approximate year ended

amount to apply 31 March 2022
Intended use on the proceeds REBZE Unutilized Expected timeline for
of the proceeds as previously —E-F proceeds as at the use of unutilized
as previously disclosed =BA=+—H 31 March 2022 proceeds and reasons
disclosed Fri8FIE I FERERER R=Z==% fordelay
SR BAGRIENE  REAEEARX BREVARE ZRA=+—H &RAXRBAMESKEN
ERRE ERNBASEHE B ADARERE FEHRRREEEH
Expanding the HK$60,000,000 HK$60,000,000 HK$0 Not applicable

margin financing and 60,000,000 87T 60,000,000 & 7T o0& TER

underwriting
businesses

ERITRAE MEHER

China Fortune Financial Group Limited
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
BEENWETN (F)

Utilized
proceeds

on the intended
use during the

Approximate year ended
amount to apply 31 March 2022
Intended use on the proceeds REZE Unutilized Expected timeline for
of the proceeds as previously —ECF proceeds as at the use of unutilized
as previously disclosed =A=+-—H 31 March 2022 proceeds and reasons
disclosed Fri8FIE IHEFEEREREH N for delay
KA BATSRIENE  REAEEAR B2HANME ZA=+—H &RAXRBAMEKIEN
ERRE ERANBAERE BB ADARERE FEHRRREEEH
Establishment of a joint HK$120,000,000 HK$0  HK$120,000,000 The proceeds is
venture company to 120,000,000 /7T 07t 120,000,000%87C planned to be

be formed in the
People’s Republic
of China (the “PRC”)
(the “dV Company”)
under the Closer
Economic Partnership
Arrangement

BiR [EETKE]
BORHE &
hEE AR HAFME
(T¥FE )
D AVA= N /NC]
=3 -5-0))

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
PS5 8l B 5
RIZB—RE+ZA

TZAZBHAREZ
BREMSGEM - E—X
LRI R E N R Z
MRXHER TN
FEA-+TERERT
TEESFEEEEZE
g REXRFFLAE
ERE I HET AEE

PEERERMEEEGRAR

—ECCEER
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Utilized
proceeds

on the intended
use during the

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
BEENWRESN (F)

Approximate year ended
amount to apply 31 March 2022

Intended use on the proceeds REZE Unutilized Expected timeline for
of the proceeds as previously —ECF proceeds as at the use of unutilized
as previously disclosed =A=+-—H 31 March 2022 proceeds and reasons
disclosed Fr8 g IFEERBEA N-—E—-— for delay
KA BATERIENE  REAEEARX B2HANME ZA=+—H &RAXRBAMERIEN
ERRE ERANBNERE HE  ADAFRERE FEHRRREEEH
Expanding its money HK$150,000,000 HK$150,000,000 HK$0 Not applicable

lending business 150,000,000 c  150,000,000,8 7T 0BT NERA
ERERERER
Engaging in private HK$12,000,000 HK$12,000,000 HK$0 Not applicable

equity investments 12,000,000/  12,000,000/8 7T 0T  TEHR
ZELERIRE
Proprietary trading HK$5,000,000 HK$5,000,000 HK$0 Not applicable
BEEE 5,000,000 7T 5,000,000 47T 0BT TEA
Strengthening the HK$2,000,000 HK$2,000,000 HKS$0 Not applicable

capital base of wealth 2,000,000 7T 2,000,000 7T 0BT TERA

management

business
HAMEEREB 2

BARELE
Strengthening the HK$2,000,000 HK$2,000,000 HK$0 Not applicable

capital base of 2,000,000 7T 2,000,000 % 7T 0BT NERA

corporate financing

business
ARPERERK

BARER
General working capital HK$34,000,000 HK$34,000,000 HK$O Not applicable
—REBEES 34,000,00077C 34,000,000 7T 0% TEA

China Fortune Financial Group Limited
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
BEENWETN (F)

Tranche 2 of the Convertible Bonds to Riverhead Capital

Utilized
proceeds

on the intended
use during the

FRTRERTRRES

Approximate year ended
amount to apply 31 March 2022
Intended use on the proceeds REZ Unutilized
of the proceeds as previously —EBZHF proceeds as at Expected timeline
as previously disclosed =HA=+—H 31 March 2022 for the use of
disclosed RS FIR LTEERREA AR-—ZE=—% unutilized proceeds
FRFRBASNRENRE  EEAKRESR BREVANRE ZHA=+—H &RAKRBAMERIEN
ERE ERNBAEHE MIE REVAFBRIE FEHKR
Further expanding HK$50,000,000 HK$50,000,000 HK$0 Not applicable
the margin financing 50,000,000/ 50,000,000 7T 0BT TERA
business
—FREARMERD
Further strengthening HK$10,000,000 HK$10,000,000 HK$0 Not applicable
the underwriting 10,000,0007%8 7T 10,000,000/8 7T 0B TNEA

business

—HAERBIHER

FEERERIEEBR AT
—ECCEER
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
BEENWRESN (F)

BT RERTRRES

Tranche 3 of the Convertible Bonds to Riverhead Capital

20

Utilized
proceeds

on the intended
use during the

Approximate year ended
amount to apply 31 March 2022
Intended use on the proceeds REZE Unutilized
of the proceeds as previously —EBZHF proceeds as at Expected timeline
as previously disclosed =A=+—H 31 March 2022 for the use of
disclosed FrieFig IFEEREBEA RZ=ZZTZ==4% unutilized proceeds
FRFRBASRENRE  EEARESR BREVARE ZHA=+—H &RAKRBAMEBRIEN
E AR ERNEANEE MIE REVAFBRIE FEHKR
Further strengthening HK$36,000,000 HK$36,000,000 HK$0 Not applicable
the proprietary trading 36,000,000 7C 36,000,000 7T 0BT TERA
business
HE—FREEEEEXRD
Further engagement HK$12,000,000 HK$12,000,000 HK$O Not applicable
in private equity 12,000,000/87C  12,000,000/8 7T oI TERA
investments
HE—F2ELERTIRE
For the asset HK$12,000,000 HK$12,000,000 HK$0 Not applicable
management 12,000,000/  12,000,000/8 7T 0T  TEHR

business to be used
as seed money to the
existing funds and/or
new funds
REEBEREKMS
AERAEES R, 3
HEENETES

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

ADJUSTMENT TO THE CONVERTIBLE BONDS

As at 16 October 2020, which is the date for convening the EGM
for the Shareholders’ approval for the share consolidation of the
Company, with details set out in note 30 to the consolidated financial
statements (the “Share Consolidation”), the outstanding convertible
bonds of the Company were the tranche 3 of the Convertible Bonds
to Riverhead Capital (the “Outstanding Convertible Bonds”),
with an aggregate principal amount of HK$21,000,000, which were
convertible into 350,000,000 shares of par value of HK$0.01 each
in the share capital of the Company (the “Existing Shares”) at the
conversion price of HK$0.06 per Existing Share. As a result of the
Share Consolidation and in accordance with the terms and conditions
of the convertible bonds of the Company, effective from the close
of business on Monday, 19 October 2020, the following adjustment
(the “CB Adjustment”) was made to the conversion price of the
Outstanding Convertible Bonds and the number of consolidated
shares falling to be issued upon the exercise of the conversion rights
attaching to the Outstanding Convertible Bonds:

Immediately before the
CB Adjustment becoming effective
SETRRESARER

Number of

Existing Shares to be
issued upon full
conversion of the
Outstanding Convertible

EEENWED N (&)

AR IR 15 < 2

R-ZZE-_ZTF+A+<8 ' EFEREER
R LA IR AL ER R RN E 6 ([ R4
&6t]) 2 BE (BN RA M IBHRERME
30)  RAFIKIMARLRATIRRES ML
TEERBETHMNE R RBRES ([HER
R@ueRES]) - ANE4E% 521,000,000
BT AR HRESRIRERN0.06 BT
1/ 350,000,000 I AR & A &R EE
0.018 Tz ([BERR] - RN E
B RARIR AN B AT HARR & 55 O G 3k AR -
BE-ZT-_ZTF+A+NB (EH—) €%
PSR - HMAR LRI ES 2 HIRE
KM AR AR AR EH M 2 SRR TE
BEBEITZAMRMHEE ELATHAE ([
REHARE])

Immediately after the

CB Adjustment becoming effective

EETRREFARERR

Number of

consolidated shares to be
issued upon full
conversion of the
Outstanding Convertible

Bonds Bonds
EARHBTBRRKRES Conversion price EARBABRRES Conversion price
EREAREBETRT per Existing Share EREHBRBETRT per consolidated share
ZRERBEE BRAERG 2 HIRE EHRGBEE EREMHRMHZHIEE
HK$0.06 HK$0.60
350,000,000 0.06/87T 35,000,000 0.60/87T

Grant Thornton Hong Kong Limited, Certified Public Accountants,
reviewed the above adjustments and confirmed that the calculation
of the CB Adjustment was made in accordance with terms and
conditions of the convertible bonds of the Company.

Save for the CB Adjustment, all the other terms and conditions of the
convertible bonds of the Company remain unchanged.

MESHRAE (FB) SFtMEBAAR
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWESN (F)

OUTLOOK

In the future, it is foreseeable that the global economy will continue
to undergo a bunch of challenges including uncertain trend of
geopolitical crisis, distinct economic cycles in various countries due
to the fact that Federal Reserve has accelerated tightening monetary
policy, and disruption of China’s economic growth as a result of the
recurrent pandemic. Despite many uncertainties in the future, China
Fortune still maintains a firm belief to stay grounded in Hong Kong
with a global view. In the changing market environment, we will size
up the situation, keenly grasp the market trend, stick to the bottom
line of risk and compliance in the turbulent market, and keep growing
in a steady flow.

CAPITAL STRUCTURE

As at 31 March 2022, the nominal value of the total issued share
capital of the Company was approximately HK$91,531,000
comprising 915,307,885 shares of the Company of HK$0.10 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
Reporting Year, all 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
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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
convertible bonds, corporate bonds, lease liabilities, loans, 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 2022 and
2021.

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 licensed insurance
intermediary under the Insurance Ordinance 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 2022 and 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEEBNWEIN (&)

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 2022, the Group’s current assets and current
liabilities were approximately HK$492,586,000 (2021: approximately
HK$787,720,000) and approximately HK$321,401,000 (2021:
approximately HK$567,605,000) respectively, while the current ratio
was about 1.53 times (2021: 1.39 times).

As at 31 March 2022, the Group’s aggregate cash and cash
equivalents amounted to approximately HK$190,418,000 (2021:
approximately HK$263,850,000), of which approximately 57.09% was
denominated in Hong Kong dollars (“HK$") (2021: approximately
73.29%), approximately 39.90% was denominated in United States
dollars (“USD”) (2021: approximately 24.57%), and approximately
3.01% was denominated in Renminbi (“RMB”) (2021: approximately
2.14%), representing approximately 38.66% (2021: approximately
33.50%) of total current assets. As at 31 March 2022, the Group had
bank loans with accrued interest in approximately HK$100,458,000
(2021: approximately HK$161,318,000).

During the Reporting Year, no financial instruments were used for
hedging purposes. As at 31 March 2022, the gearing ratio, measured
on the basis of total borrowings as a percentage of equity attributable
to owners of the Company, was approximately 70.85% (2021:
approximately 102.71%). The decrease in ratio was mainly due to
the decrease in bank loan payables and corporate bonds during
the Reporting Year. The debt ratio, defined as total debts over total
assets, was approximately 59.01% (2021: approximately 66.06%).

During the year ended 31 March 2021, the Group has issued 1 year
corporate bond with face value of HK$10,000,000 to an independent
third party, which will be matured in December 2021 and carry
fixed interest rate at 6% per annum with interest payable on the
maturity date of the corporate bond (both dates exclusive). The
abovementioned corporate bond has been early redeemed on 9 April
2021.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

SIGNIFICANT INVESTMENT

As at 31 March 2022, the Group held financial assets and financial
liabilities at fair value through profit or loss of approximately
HK$5,391,000 and approximately HK$nil respectively (2021:
approximately HK$101,230,000 and approximately HK$420,000
respectively), with net loss on these financial instruments at
approximately HK$3,151,000 (2021: net gain of approximately
HK$18,952,000).

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.

NOTES ISSUED BY EASE TRADE GLOBAL LIMITED

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 USD10,000,000 (equivalent to approximately
HK$78,000,000) at a total consideration of approximately
USD9,820,000 (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 is 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 2021 was USD10,027,000
(approximately HK$77,670,000, representing about 8.13% of the
Group’s total assets as at 31 March 2021). The interest rate of the
bonds is 5.20% per annum. The bonds matured on 10 April 2021.
During the Reporting Year, an amount of USD14,000 (approximately
HK$112,000) was recognised as interest income from the investment.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEEBNWEIN (&)

MATERIAL ACQUISITION AND DISPOSAL

There was no material acquisition or disposal of the Group during the
Reporting Year.

CONTINGENT LIABILITIES

As at 31 March 2022, the Group had no material contingent liabilities
(as at 31 March 2021: nil).

CHARGE ON THE GROUP’S ASSET

As at 31 March 2022, the debt securities of approximately HK$nil
and the entire share of a wholly-owned subsidiary of the Company,
Marvel Champion Investment Limited, have been charged as the
secured assets for the banking facilities (as at 31 March 2021: the
debt securities of approximately HK$77,670,000 and the entire share
of a wholly-owned subsidiary of the Company, Marvel Champion
Investment Limited).

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.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

HUMAN RESOURCES

As at 31 March 2022, the Group had 69 employees in total (2021:81
employees). The related employees’ costs for the Reporting Year
(excluding Directors’ remunerations) amounted to approximately
HK$43,987,000 (2021: approximately HK$74,094,000). 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
EEZHHERE

EXECUTIVE DIRECTOR

MR. XIE ZHICHUN

Mr. XIE Zhichun, aged 64, was appointed as an executive Director,
the chairman of the Board (the “Chairman”) and a member of
the remuneration committee of the Company (the “Remuneration
Committee”) in January 2017. He was further appointed as
the chairman of the nomination committee of the Company (the
“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 of Hong Kong Limited (the
“Stock Exchange”) and China Minsheng Banking Corp., Ltd. (listed
on both the main board of the Stock Exchange and the Shanghai
Stock Exchange).
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BIOGRAPHICAL DETAILS OF DIRECTORS (Continued)

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 Holdings Limited (listed on the GEM of the Stock
Exchange) from August 2018 to May 2019. He was a deputy general
manager of China Investment Corporation (“CIC”) (FEIEE AR E
f£/27]) and an executive director and general manager of Central
Huijin Investment Ltd. (FRIESIHEFRETAR]), 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 ({ B¢ K& E 42 F]) and the chairman of
Sun Life Everbright Life Insurance Co., Ltd. (X AKBBAZRBARD
7)) and Sun Life Everbright Asset Management Co., Ltd. (Yt AKBEE
EEIRID AR A R]). 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 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 (¥
Bl KRG ATEIEEESEIEAF]) and Thailand Sunflower Company
(FEMBAZAF]). 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) (#
Byt K& RIER A B)(EE)), 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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BIOGRAPHICAL DETAILS OF DIRECTORS (Continued)

ESCHABEE (F)

MR. ZHU Y]

Mr. ZHU Yi, aged 35, was appointed as an executive Director in
September 2018. He was further appointed as the chief executive
officer of the Company (the “Chief Executive Officer”’) 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 United
States of America (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

Ms. SUN Qing, aged 61, 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 PRC 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.

Ms. Sun was a non-executive director of IBO Technology Company
Limited (listed on the main board of the Stock Exchange) from July
2020 to February 2021.

NON-EXECUTIVE DIRECTOR

MR. HAN HANTING

Mr. HAN Hanting, aged 37, 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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BIOGRAPHICAL DETAILS OF DIRECTORS (Continued)

ESCHABEE (F)

MR. CHEN ZHIWEI

Mr. CHEN Zhiwei, aged 38, 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 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 a non-executive director of Modern Land (China)
Co., Limited (listed on the main board of the Stock Exchange) from
December 2016 to March 2022 and 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

Mr. WU Ling, aged 68, 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 China Cinda (HK) Holdings
Company Limited.
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BIOGRAPHICAL DETAILS OF DIRECTORS (Continued)

INDEPENDENT NON-EXECUTIVE DIRECTOR

MR. CHAN KIN SANG

Mr. CHAN Kin Sang, aged 70, was appointed as an independent
non-executive Director in July 2014. He is also a member of the audit
committee of the Company (the “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.

Mr. Chan is currently a non-executive director of Sino Harbour
Holdings Group Limited (listed on the main board of the Stock
Exchange). He is also 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).

Over the past three years, Mr. Chan was a chairman of the Appeal
Tribunal (Buildings Ordinance Cap.123) from February 2007
to November 2021. He was a director of Guanghe Landscape
Culture Communication Co., Ltd., Shanxi (listed on the Shanghai
Stock Exchange) from June 2016 to October 2020 and was a non-
executive director of Pan Hong Holdings Group Limited (listed on the
Singapore Exchange) from August 2006 to March 2020. He was also
an independent non-executive director of Luxking Group Holdings
Limited (listed on the Singapore Exchange) from June 2005 to
October 2019 and Tianhe Chemicals Group Limited (delisted from the
Stock Exchange in June 2020) from May 2014 to September 2019.
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BIOGRAPHICAL DETAILS OF DIRECTORS (Continued)

ESCHABEE (F)

MR. CHIU KUNG CHIK

Mr. CHIU Kung Chik, aged 37, 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

Mr. LI Gaofeng, aged 48, 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

Mr. LIU Xin, aged 66, 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 an independent non-executive director of Zhongchang
International Holdings Group Limited (listed on the main board of the
Stock Exchange).

Mr. Liu has extensive experience and knowledge in finance and
investment banking. From 2019 to 2022, Mr. Liu was a senior advisor
of Deloitte China. 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.

ESCHABERE (&)

SIK £

BIREE 665 R_T_TF=-AEZ
ERBIUFATES RIR/RBEKREZE
g ¥FEREENERZBEZKE - Bk
ER—ANZFEERNHAILAR - BEXE
B8 - FEHEE-FIR-N\NLFER
ERERBRBEERL BN RN _TELF
ENZRBREBEBESB/LEN - BITER
—HANFESHBEARRITRER SR B
B - RTEREEERBERZINEZN
SRR TIMERE R BHRBX - BIEERE
AT EBRRZEREBERAR (RBME
RET) ZBIUIERITES -

REEHBLYENSR IR ERITER KA
BoRZE—NFEZZTZ_F &£
AEYHE Y EFER  c R_ETLEE—
T—N\F  RERNERBERRITEBDT
TEWREER T RAEFELIE MIRKT 5 EH
Bl =2 RaREREPREEE - £
—NNNEFEZZTZT—FHH - AEETY
FHRREBERIINEEREREFRERRRK * I
ENMPEBEMAM L R EAER T E
RETEERH -

FEERERIEEBR AT
—ECCEER

35



—

36

DIRECTORS’ REPORT
EEgHRES

The Directors present their annual report and the audited
consolidated financial statements of the Group for the year ended 31
March 2022.

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 2022 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 133 of this annual report.

The Directors do not recommend the payment of a final dividend for
the year ended 31 March 2022 (2021: 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 30 and
28 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 136 of this annual report.

DISTRIBUTABLE RESERVES

In the opinion of the Directors, the Company’s distributable reserve is
approximately of HK$72,158,000 and HK$77,472,000 as at 31 March
2022 and 2021 respectively.
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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 272 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 2022
is set out in the section headed “MANAGEMENT DISCUSSION AND
ANALYSIS” on pages 7 to 27 of this annual report. These discussions
form part of this Directors’ Report. Description of the principal risks
and uncertainties faced by the Group can be found throughout this
annual report.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the year ended 31 March 2022, 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.

RELATIONSHIP WITH EMPLOYEES, CUSTOMERS
AND SUPPLIERS

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 2022,
there was no material and significant dispute between the Group and
its employees and customers.

ENVIRONMENTAL POLICIES AND PERFORMANCE

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.
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DIRECTORS’ REPORT (Continued)

EEEREE (8)

SHARE OPTION SCHEME

The Company’s original share option scheme was adopted on 19
August 2011 (the “2011 Scheme”), which was expired on 18 August
2021 and replaced by a new share option scheme approved by the
Shareholders on 2 September 2021 (the “2021 Scheme”). A summary
of the 2021 Scheme is set out below:

PURPOSE

The purpose of the 2021 Scheme is to enable the Company to
grant options to selected participants as incentives or rewards
for their contribution to the Group.

PARTICIPANTS

The Board (which expression shall include a duly authorised
committee thereof) may, at its absolute discretion, invite any
person belonging to any of the following classes of participants,
to take up options to subscribe for Shares:

(i) any employee;
(i) any business associate;

(i) any person or entity that provides research, development
or other technological support to the Group or any
invested entity; and

(iv) 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 any invested entity.

The eligibility of any of the above classes of participants to the
grant of any option shall be determined by the Board from time
to time and on a case-by-case basis subject to the Board’s
opinion as to, among others, their contribution or potential
contribution to the development and growth of the Group or
invested entity.
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TOTAL NUMBER OF SHARES AVAILABLE FOR
ISSUE UNDER THE 2021 SCHEME AND THE
PERCENTAGE OF THE ISSUED SHARES THAT
IT REPRESENTS AS AT THE DATE OF THIS
ANNUAL REPORT

As approved by the Shareholders at the annual general meeting
of the Company held on 2 September 2021 (the “2021 AGM”),
the scheme limit of the 2021 Scheme was approved to allow the
Company to grant share options for up to 91,530,788 Shares,
representing 10% of the total number of Shares in issue as at
the date of the 2021 AGM.

The total number of Shares available for issue under the 2021
Scheme as at the date of this annual report was 91,530,788
Shares, representing approximately 10% of the Shares in issue
as at the date of this annual report.

MAXIMUM ENTITLEMENT OF EACH
PARTICIPANT

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 under the 2021 Scheme to
a Director, chief executive or substantial shareholder of the
Company, or any of their respective associates shall be
approved by independent non-executive Directors (excluding
any independent non-executive Director who is the grantee of
the options in question).

For any grant of share options to a substantial shareholder of
the Company 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 and to be granted (including options exercised,
cancelled and outstanding) to such person in the 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.
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PERIOD WITHIN WHICH THE SHARES MUST
BE TAKEN UP UNDER AN OPTION

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.

MINIMUM PERIOD FOR WHICH AN OPTION
MUST BE HELD BEFORE IT CAN BE
EXERCISED

Unless the Board otherwise determines and states in the offer of
grant of an option to a Participant, there is no minimum period
for which a share option granted under the 2021 Scheme shall
be held before it can be exercised.

AMOUNT PAYABLE ON ACCEPTANCE OF THE
OPTION AND THE PERIOD WITHIN WHICH
PAYMENTS SHALL BE MADE

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.

BASIS OF DETERMINING THE EXERCISE
PRICE

The subscription price in respect of any share option shall be
determined solely by the Directors, which shall not be less than
the higher of (i) the closing price of Shares as stated in the
Stock Exchange’s daily quotations sheet on the date of grant of
the share option, which shall be a business day; (ii) the average
closing prices of Shares as stated in the Stock Exchange’s
daily quotations sheets for the 5 Business Days immediately
preceding the date of grant of the share option; and (iii) the
nominal value of the Shares on the date of grant of the share
option.
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9. REMAINING LIFE OF THE 2021 SCHEME 9. ZE-—FFEZFEFE
The 2021 Scheme shall be valid and effective for a period of 10 T -FEESEHERMB BHEE
years from its adoption date until 2 September 2031, subject to xﬁ( BBz —_ZE=—F A=A
the early termination provisions contained therein. C BEAF EXHIRERAE 2

TE?%JJ:{I%Y °

No share option was granted, exercised, lapsed or cancelled during #EZE=ZZT-_—"F=A=+—HILtFE ' #iIE
the year ended 31 March 2022 under the 2011 Scheme and 2021  BRERE T ——FFE8 R T - —F5f

Scheme. SR - 1T« RKEkEEH o

As at 31 March 2022, the Company did not have any outstanding E’\_giiiiﬂi‘%*ﬂ C RARIEE
share options granted but yet to be exercised under the 2021 ARIE—T ——FFr IR B AR RETEZ
Scheme. BE NG HE o

DIRECTORS =E

The Directors during the year ended 31 March 2022 and up tothe HREBEZZE-_—_F=A=+—HILFEKE
date of this Directors’ Report were as follows: EAREREREEAPRIEZESTNT ¢
Executive Directors HITES

Mr. XIE Zhichun (Chairman) FRIERERE (F/E)

Mr. ZHU Yi (Chief Executive Officer) K REE (BEHTE)

Ms. SUN Qing B szt

Non-executive Directors FHTES

Mr. HAN Hanting BHELE

Mr. CHEN Zhiwei BREERE

Mr. WU Ling R ERAE

Independent non-executive Directors BIKHITES

Mr. CHAN Kin Sang PRfZEdE

Mr. CHIU Kung Chik HARSLE

Mr. LI Gaofeng ek s

Mr. LIU Xin 2 M4

PEERERMEEEGRAR
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Pursuant to Article 116 of the articles of association of the Company
(the “Articles of Association”), at each annual general meeting
of the Company (the “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, Ms. SUN Qing, Mr. HAN Hanting, Mr. WU Ling and
Mr. LIU Xin 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 28 to 35 of
this annual report.

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.
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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 2022 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 2022, 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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LONG POSITION IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY:

5*¢v§fM&/Yﬁ%&iM&ﬁ%zi¥

Approximate
percentage

Total interest of the

Interest in in Shares and issued share
Interest in underlying underlying capital of the
Name of Director Capacity Shares shares shares Company
RBRGHR EARAT
REBERHG HERH 2 BRITRE
BEEpE &1 RRD 2z R 2R RS BHRES T
Mr. XIE Zhichun Interest of controlled 274,435,000 — 274,435,000 29.98%
(“Mr. Xie") (Note) corporation
fREERE REETIERER
([R5 ]) 0w
Mr. ZHU Yi Beneficial owner 4,664,000 — 4,664,000 0.50%
R REE ERBEAA
Note: BT -

Mr. Xie was deemed to be interested in 274,435,000 Shares held by
Riverhead Capital (a company which was owned as to 80% by Mr. Xie). Mr.
Xie was no longer deemed to be interested in 35,000,000 underlying shares
of the Company held by Riverhead Capital since such underlying shares
were expired without the exercise of the conversion rights attaching to the
convertible bonds which were matured on 5 July 2021.

Save as disclosed above, as at 31 March 2022, 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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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 year ended 31 March 2022 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 year ended 31 March 2022.

ot i
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year ended 31 March 2022, 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

EERGFRB 2EDR

REE-_T-__F=-A=1t—HUIFE &
ENERSIFREREBEBHF RS
F2EG ((BEREK]) PHEARELTR
QBT RE 2 fEmstim T

follows:

Description of

Competing
Name of Director Name of company Businesses Nature of interest
BEEpg NEER BEEBHE EEME
Mr. Xie China Taiping Insurance Fund and asset As an independent

(Executive Director)

fEf L
(BITEE)

Holdings Co. Ltd.
(“Taiping Insurance”)
HBIR TIRBR ARG PR A 7]

([RFPRER])

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

management

EEREEEE

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

non-executive director of
Taiping Insurance
KRB 2B IENTES

As an independent
non-executive director of
Minsheng Banking

HERARITRHBREAF EeREEER RERITZBUENTES
(TREHT)) EHEBENERE
BERITER
Mr. HAN Hanting CVP Securities Ltd. Securities broking and As a non-executive director
(Non-executive Director) (“CvP”) margin financing of CVP*
BRHELE ENEHFERAR BHEILRTRRE BAZIFBTES"
(FFHRTEE) (T2x))
* Mr. HAN Hanting has resigned as a non-executive director of CVP on 14 * BHELER_T—FLATHEBEEE
July 2021. BNZIFHITES -
Save as disclosed above, none of the Directors was interested in Br it FTiR AN - MIEESENEESEE
any business apart from the Group’s businesses which compete oris ~ E3ZNEE B 2755 F Sk Al ge R F 2 (B E 15

likely to compete, either directly or indirectly, with businesses of the

Group.

China Fortune Financial Group Limited

Annual Report 2022

EE T o



SUBSTANTIAL SHAREHOLDERS’

INTERESTS

As at 31 March 2022, 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

were as follows:

LONG POSITION IN THE SHARES AND

UNDERLYING SHARES OF THE COMPANY:

DIRECTORS’ REPORT (Continued)
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RZTEZZF=A=+—0  BEEMAK
BEBEA R RIRBHF R EAE GHI% 336 8B T
BB TERE (ARaES
SATHARE R IN) RARRIRM ZAB@IR D
FHRAZEESABT

RA R AR RIGEIR 7.2 3F
B

Approximate

percentage
Total interest of the
Interest in in Shares and issued share
Interest in underlying underlying capital of the
Name of Shareholders Capacity Shares shares shares Company
RBRAR RN
REBR® HERH 2 BRITRAE
BRREE/ AR 27} R 2 s ZREH R FOE
Riverhead Capital (International) Beneficial owner 274,435,000 — 274,435,000 29.98%
Management Co., Ltd.
(“Riverhead Capital”)
TREAR (ERR) ERERRA EuEBA
(BI%ER])H=
Ms. SUN Zhuyin Interest of Spouse 274,435,000 — 274,435,000 29.98%
("Ms. Sun”) (e )
BRLt ioiEs
(Bt |)men
Jadehero Limited Beneficial owner 80,000,000 — 80,000,000 8.74%
(“Jadehero”) Mote?)
BEERLA ExAmBAA
(TB&&]) "=
Southlead Limited Interest of controlled 80,000,000 — 80,000,000 8.74%

(“Southlead”) o2
ARBERAA
([4BRg | ) =2

corporation
i E
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Approximate
percentage

Total interest of the

Interest in in Shares and issued share
Interest in underlying underlying capital of the
Name of Shareholders Capacity Shares shares shares Company
RBRHBR EERRTF
REBR G BEkRGZ BRTRE
BRRAER,/ HA &t R 2 R fER BHABEAL
Santo Limited (“Santo”) (2 Beneficial owner 141,643,000 — 141,643,000 15.47%
Santo Limited ([ Santo )2 ERBAA
WHOLE ADVANCE LIMITED Interest of controlled 221,643,000 — 221,643,000 24.22%
(“Whole Advance’) M2 corporation
ABERAR e
([&Z )2
Liberal Expansion Limited Interest of controlled 221,643,000 — 221,643,000 24.22%
(“Liberal Expansion”) o2 corporation
B BRAR REtEE R
(T/&3h ) =2
Mr. ZHAO Xu Guang Interest of controlled 221,643,000 — 221,643,000 24.22%
(“Mr. Zhao”) (Noe2) corporation
i) ijvited R AR
([ ) a2
Notes: B2

China

As at 31 March 2022, Riverhead Capital beneficially held 274,435,000
Shares. Riverhead Capital no longer held 35,000,000 underlying shares
of the Company since such underlying shares were expired without the
exercise of the conversion rights attaching to the convertible bonds
which were matured on 5 July 2021. Riverhead Capital is owned as to
80% by Mr. Xie (the executive Director and Chairman) 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 274,435,000 Shares which Mr. Xie has a deemed interest
therein under the SFO.
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2. As at 31 March 2022, Jadehero beneficially held 80,000,000 Shares
and Santo beneficially held 141,643,000 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 2022, 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 setout 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 year ended 31 March 2022.

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.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 March 2022, revenue attributable to the 5
largest customers of the Group accounted for approximately 65.81%
of the Group’s total revenue. The Group’s largest customer accounted
for approximately 43.64% 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 2022.

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 2022 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 throughout
the year ended 31 March 2022.

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 54 to 79 of this
annual report.

EVENT AFTER THE REPORTING YEAR

There are no significant events occurred after the Reporting Year.

TAXATION OF HOLDERS OF SHARES

HONG KONG

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.

CAYMAN ISLANDS

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

CONSULTATION WITH PROFESSIONAL ADVISERS

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
g”EEg 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 2021
(i.e. the date of the Board’s approval of the interim results for the six
months ended 30 September 2021) to 29 June 2022 (i.e. the date
of the Board'’s approval of the annual results for the year ended 31
March 2022) were as follows:

1)  Mr. CHAN Kin Sang ceased to be the chairman of the Appeal
Tribunal (Buildings Ordinance Cap.123) with effect from 1
December 2021.

2) Mr. CHEN Zhiwei resigned as a non-executive director of
Modern Land (China) Co., Limited (listed on the main board of
the Stock Exchange) with effect from 24 March 2022.

3) Mr. LIU Xin ceased to be the senior advisor of Deloitte China
with effect from 1 April 2022.

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 29 November 2021 (i.e. the date of the Board'’s
approval of the interim results for the six months ended 30 September
2021) to 29 June 2022 (i.e. the date of the Board’s approval of the
annual results for the year ended 31 March 2022)

REVIEW OF FINANCIAL INFORMATION

The Audit Committee 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 2022.
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AUDITOR

The Company and Grant Thornton Hong Kong Limited (“Grant
Thornton”) could not reach a consensus on the audit fee for the
financial year ended 31 March 2022. Accordingly, Grant Thornton was
not proposed to be re-appointed upon its retirement as the auditor of
the Company at the 2021 AGM.

On 20 July 2021, as recommended by the Audit Committee, the
Board has resolved to appoint BDO limited (“BDO”) as the Company’s
auditor the year of 2021 following the retirement of Grant Thornton.

BDO has been appointed as the auditor of the Company in the 2021
AGM to hold office until the conclusion of the next annual general
meeting of the Company.

The consolidated financial statements of the Group for the year
ended 31 March 2022 were audited by BDO 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 BDO 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 2022
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CORPORATE GOVERNANCE REPORT
ERERRSE

The Company’s commitment to the highest standards of corporate
governance is driven by the Board which, led by the Chairman,
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 2022, the Company has
complied with all code provisions and, where appropriate, met the
recommended best practices of the CG Code.

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 year ended 31
March 2022.
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CORPORATE GOVERNANCE REPORT (Continued)

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.

BOARD COMPOQOSITION

As at 31 March 2022 and up to the date of this annual report, the
composition of the Board was as follows:

Executive Directors

HITES FHITES

Non-executive Directors

EEERRE (8)

EEXg

EESHAGENTAEE 2 BRRE 2
A MEBEARBZRHEERKE  RER
HEMBHRR  ZERMEEREHORR
7 AREAMEERRMYBEE - EFE
BEEREAMEELERERRS - iR
REZRRZBERL  UREESRERRER
BRHIFTEREEBR - EFE NIRRT
SREREARASBHATEEE  FHRE
RATHRE 2 B 4a TRAMEIE R ©

EFECHAK

WZE=——#=A=+—BREEAFHA
B ESg 2T

Independent non-executive
Directors
BYFHITES

Mr. XIE Zhichun (Chairman)
RfEELE (FE)

Mr. HAN Hanting
BWRELE

Mr. ZHU Yi (Chief Executive Officer) Mr. CHEN Zhiwei

KBELE (BEHTE) BREEEE
Ms. SUN Qing Mr. WU Ling
BRELL RERE

The Chairman and the independent non-executive Directors have met
at least once every year without the presence of other Directors and
the management and such meeting was held on 29 November 2021.

Mr. CHAN Kin Sang
BREE4 S

Mr. CHIU Kung Chik
HAERE

Mr. LI Gaofeng
FEBEE

Mr. LIU Xin
IR E
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CORPORATE GOVERNANCE REPORT (Continued)
ERERARE (H)

S —————— Ay

NUMBER OF BOARD MEETINGS, EEEES  ZEE=EE R
COMMITTEES MEETINGS, GENERAL RAEZHERESHER
MEETING AND DIRECTORS’

ATTENDANCE RATE

Number of Board meetings, committees meetings and general REZE-ZE-_—F=ZA=+—HIIFERE
meetings held during the year ended 31 March 2022 and the {TZEEE€€#H ZECEZNBREREZ

attendance rate of the individual Directors are set out below: HFEURERES 2 HEREHWNT
Audit Remuneration Nomination Annual
Board Committee Committee Committee General
Meeting Meeting Meeting Meeting Meeting
Directors (“BM”) (“ACM”) (“RCM”) (“NCM”) (“AGM”)
B ) R’E €
Ezees ZESEE ZESEE £EE8EE BEXE
(82g8 (#nzee  (FMzEg  (REZ8E (RREF
BEpE g3l g3 =g ) X&)
Executive Directors BITES
XIE Zhichun (Chairman) BEE (1F) 5/5 NAZ A 1 1N 10
ZHU Yi (Chief Executive Officer) X RAEHTE) 5/ NAPER n n 1N
SUN Qing BB 5/5 NANER NARER NATER 1n
Non-executive Directors FYTES
HAN Hanting EHE 55 NIATEHA NATER NATEF 11
CHEN Zhiwei RER 5/5 NAZ A NATER NATER 10
WU Ling R & 5/5 NARER NAMER NANER 01

Independent non-executive Directors BV FHTES

CHAN Kin Sang PR 55 44 NIA T8 N/A TR 11
CHIU Kung Chik /N 5/5 44 111 111 i
LI Gaofeng Falk 55 44 1 17 11
LIU Xin 2 m 55 44 11 111 1

China Fortune Financial Group Limited

56 Annual Report 2022



CORPORATE GOVERNANCE REPORT (Continued)

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.

OPERATION OF THE BOARD

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.
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RESPONSIBILITIES, ACCOUNTABILITIES
AND CONTRIBUTIONS OF THE BOARD AND
MANAGEMENT

The Board should assume responsibility for leadership and control
of the Company and is collectively responsible for promoting the
success of the Company by directing and supervising its affairs.

The Board directly, and indirectly through its committees, leads and
provides direction to the management by laying down strategies and
overseeing their implementation, monitors the Group’s operational
and financial performance, and ensures that sound internal control
and risk management systems are in place.

All Directors, including independent non-executive Directors,
have brought a wide spectrum of valuable business experience,
knowledge and professionalism to the Board for its efficient and
effective functioning. The independent non-executive Directors are
responsible for ensuring a high standard of regulatory reporting of the
Company and providing a balance in the Board for bringing effective
independent judgement on corporate actions and operations.
Independent non-executive Directors are invited to serve on the
Audit Committee, the Remuneration Committee and the Nomination
Committee.

All Directors have full and timely access to all the information of the
Company and may, upon request, seek independent professional
advice in appropriate circumstances, at the Company’s expenses for
discharging their duties to the Company.

According to the code provision under the CG Code requiring
directors to disclose the number and nature of offices held in public
companies or organizations and other significant commitments as well
as their identity and the time involved to the Company, the Directors
update the Company regarding offices held in public companies and
organisations, and other significant commitments on a regular basis.
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CORPORATE GOVERNANCE REPORT (Continued)

The Board reserves for its decisions on all major matters relating to
the approval and monitoring of policy matters, overall strategies and
budgets, internal control and risk management systems, material
transactions (in particular those that may involve conflict of interests),
financial information, appointment of directors and other significant
financial and operational matters of the Company. Responsibilities
relating to implementing decisions of the Board, directing and
coordinating the daily operation and management of the Company
are delegated to the management.

DIRECTOR INDUCTION AND CONTINUOUS
PROFESSIONAL DEVELOPMENT

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.

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 ended 31 March 2022, one in-house seminar on
the topic of “SFC and Stock Exchange Regulatory Investigations:
A Practical Analysis of Directors’ Responsibilities” 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.
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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;

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

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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CORPORATE GOVERNANCE REPORT (Continued)

EEERRE (8)

During the year ended 31 March 2022, all the Directors participated HREZEZT__F=A=+—HIEFE I
in continuous professional development and the relevant details are ~ BEFC2BFESEER - BEFIBEHT

set out below: LU

Training(s)
Members of the Board received
ESgmE 2z 25l
Executive Directors HITES
XIE Zhichun (Chairman) s (£E) (1&(3)
ZHU Yi (Chief Executive Officer) K (BEHITE) (1)&(3)
SUN Qing 75 (M&(3)
Non-executive Directors FHTES
HAN Hanting BEHE (M&(3)
CHEN Zhiwei BREE (M&(3)
WU Ling RE (M&(3)
Independent non-executive Directors BIFHITES
CHAN Kin Sang BRIZE (1), (2)&(3)
CHIU Kung Chik HAE (M&(3)
LI Gaofeng TRl (1)&(3)
LIU Xin 2 (M&(3)
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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 C.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 an initial term of one year with effect from the date of appointment
subject to the terms of renewal contained therein and retirement by
rotation and re-election in accordance with 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)

REMUNERATION COMMITTEE

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;
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(g) 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

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

During the year ended 31 March 2022, the Remuneration Committee
held one meeting to discuss and deal with the following major matter:

— to review the remuneration package of all Directors and senior
management.

NOMINATION COMMITTEE

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;

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

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

(d) 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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CORPORATE GOVERNANCE REPORT (Continued)

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 ended 31 March 2022, the Nomination Committee
held one meeting to discuss and deal with the following major
matters:

— toreview the composition of the Board; and

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

NOMINATION POLICY

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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BOARD DIVERSITY POLICY

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.

AUDIT COMMITTEE

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:

RELATIONSHIP WITH THE COMPANY’S AUDITOR

(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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CORPORATE GOVERNANCE REPORT (Continued)

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;

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;

REVIEW OF THE COMPANY'’S FINANCIAL
INFORMATION

(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;

(b)
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(e) 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;

OVERSIGHT OF THE COMPANY’S FINANCIAL
REPORTING SYSTEM, RISK MANAGEMENT AND
INTERNAL CONTROL SYSTEMS

(f)  toreview 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;

(g) 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;

(h) 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;

(iy  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;
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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 ended 31 March 2022, the Audit Committee held four
meetings to consider and approve, inter alia, the following matters:

(a)

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 appointment of BDO as auditor
of the Group in place of Grant Thornton Hong Kong Limited who
retired on 2 September 2021, and to approve the remuneration
and terms of engagement of BDO.

(p)

EEERRE (8)

ERINERZ BN E IR ER (BRIBN
AR - BB o sk - BT
FREXEERRAEIERBIRL O EM
BEARFENEEEFELADE

BREE D KO EINEZEENEER
EREHN (EZB R R Righ
MEH :

R 5T A A AR B AT RS AP BB IS IE =R -
REBES sk Hfth F E AT REBE AT IE
ETAREEINGY - BEXEEE
ERREEERH  BRARFEHLE
EEEEAFBYINATRREGEE
RAEITH

BEERARREINEZBEZ MO ER
&K BEEEMEZRNERE

REMEERAEESER: K

EZREFETHEFXRZTRNEMSE
I8 o

REE_Z__F=A=+—HILFE &
RREGRITTHREH  LEENRILE
(HRBHE) U THIA

(a)

ERREFGAEHNFFRFERS
B HHBEREHEGEN-
ETRARESLZREGRBYBRE
ZEARE

] Ml AR EEBE 2 NP EER
MzBRE BREYK 2ERAR
E1E - ARERER :

BEAEERA AR NER
ANEMEA R RET

EZHE R mEREEZEE - &

) BRI EBAARAR (R=ZF
—FNAZRERE) ERAEE 2%
R WHAEVEER

=
BN o

BRREFEZMTUEREAEHRA (F
B

A

e

FEERERIEEBR AT
—ECCEER

69



70

CORPORATE GOVERNANCE REPORT (Continued)
ERERARE (H)

EXECUTIVE COMMITTEE

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) and
the relevant department heads of the Company and is chaired by
the Chief Executive Officer. 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 2022, the Board has duly discharged
the above-mentioned duties.
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AUDITOR’S REMUNERATION

For the year ended 31 March 2022, the auditor’s remuneration paid or
payable by the Group to BDO in respect of the audit and other non-
audit services were as follows:

BTN &

HE-E-_—_F=A=1+—HBILFE K&
B Az B B E A IEAZ B AR 7S T B Sk A 32
EERZZHAMMEwT

HK$
BIT
Audit services Z RS 930,000
Non-audit services IERZ ERTS
— other professional services — EMEER nil 4
AUDITOR’S RESPONSIBILITIES FOR FINANCIAL BREETE I E K E T

STATEMENTS

The reporting responsibilities of BDO to the Shareholders are set
out in the Independent Auditor's Report on pages 126 to 132 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 2022
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 2022, 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

Ms. LI Ching Yi (“Ms. Li"), a senior manager of listing corporate
services department of Trident Corporate Services (Asia) Limited,
was appointed as the Company Secretary on 16 October 2020. Ms.
Li worked and communicated closely with Mr. ZHU Yi, an executive
Director of the Company. During the year ended 31 March 2022, Ms.
Li 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 policy is regularly reviewed to ensure its effectiveness and is
uploaded on the Company’s website.

The Company’s website has become the primary platform of
communication between the Company and the Shareholders. The
investor relations section of the website is kept under regular review
by the Company to ensure that information related to Shareholders is
disseminated in an accurate and timely manner.

The particulars of Shareholders’ rights relating to, inter alia, putting
forward proposals at Shareholders’ meetings, convening of
extraordinary general meetings and making enquiries to the Group
are as follows:
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PROPOSING A CANDIDATE FOR ELECTION AS A
DIRECTOR AT THE GENERAL MEETINGS OF THE
COMPANY

Pursuant to Article 120 of the Articles of Association, no person, other
than a retiring Director, shall, unless recommended by the Board for
election, be eligible for election to the office of Director at any general
meeting, unless notice in writing of the intention to propose that
person for election as a Director, signed by a Shareholder (other than
the person to be proposed for election as a Director) duly qualified to
attend and vote at the meeting for which such notice is given, and a
notice in writing signed by that person of his willingness to be elected
shall have been lodged at the registration office. The minimum length
of the period during which such notices are given shall be at least
seven days, commencing no earlier than the day after the dispatch
of the notice of the general meeting appointed for such election and
ending no later than seven days prior to the date of such general
meeting.

To include a resolution relating to other matters in a general
meeting, Shareholders are requested to follow the requirements and
procedures as set out in section 615 of the Companies Ordinance
(Chapter 622 of the laws of Hong Kong). The relevant Shareholders’
Guide has also been published on the Company’s website.
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CONVENING OF EXTRAORDINARY GENERAL
MEETING OF THE COMPANY

Pursuant to Article 72 of the Articles of Association, the Board may,
whenever it thinks fit, convene an extraordinary general meeting.
General meetings shall also be convened on the written requisition of
any two or more members of the Company deposited at the principal
office of the Company in Hong Kong or, in the event the Company
ceases to have such a principal office, the registered office specifying
the objects of the meeting and signed by the requisitionists,
provided that such requisitionists held as at the date of deposit of
the requisition not less than one-tenth of the paid up capital of the
Company which carries the right of voting at general meetings of the
Company. General meetings may also be convened on the written
requisition of any one member of the Company which is a recognised
clearing house (or its nominee) deposited at the principal office of the
Company in Hong Kong or, in the event the Company ceases to have
such a principal office, the registered office specifying the objects
of the meeting and signed by the requisitionist, provided that such
requisitionist held as at the date of deposit of the requisition not less
than one-tenth of the paid up capital of the Company which carries
the right of voting at general meetings of the Company.

If the Board does not within 21 days from the date of deposit of the
requisition proceed duly to convene the meeting, the requisitionist(s)
themselves or any of them representing more than one-half of the total
voting rights of all of them, may convene the general meeting in the
same manner, as nearly as possible, as that in which meetings may
be convened by the Board provided that any meeting so convened
shall not be held after the expiration of three months from the date
of deposit of the requisition, and all reasonable expenses incurred
by the requisitionist(s) as a result of the failure of the Board shall be
reimbursed to them by the Company.
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ENQUIRIES TO THE BOARD

The Board is grateful to Shareholders and other stakeholders for their
views, and welcomes their questions and concerns raised in relation
to the management and governance of the Group.

Shareholders and other stakeholders may at any time send their
enquiries and concerns to the Board by post to the Company at Units
No. 4102-06, 41/F, COSCO Tower, 183 Queen’s Road Central, Hong
Kong or by email to info@290.com.hk for the attention of the Company
Secretary.

DIVIDEND POLICY

A dividend policy was adopted by the Company in November 2018
(the “Dividend Policy”) which sets out the guideline for distribution
of dividends to the Shareholders. The Dividend Policy aims to strike
a balance between the Shareholders’ interests and the Company’s
capital requirement for business operation and development needs.
The recommendation of the payment of any dividend is subject to the
absolute discretion of the Board, and any declaration of final dividend
will be subject to the approval by the Shareholders at the annual
general meeting.

In proposing any dividend payout, the Board will take into account,
inter alia, the Group’s financial results and liquidity, its business
strategies and development plans, as well as other factors that the
Board may consider appropriate.

The Board will review the Dividend Policy from time to time and may
exercise its sole and absolute discretion to update, amend and/or
modify the Dividend Policy at any time as it deems fit and necessary.
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INVESTOR RELATIONS

CONSTITUTIONAL DOCUMENTS

The Company’s Memorandum and Articles of Association (in both
English and Chinese) is available on both the websites of the
Company and the Stock Exchange. During the year ended 31 March
2022, there is no change to the Company’s Memorandum and Articles
of Association.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board acknowledges its responsibility for establishing and
maintaining sound and effective risk management and internal control
systems, and for determining the nature and extent of risk it is willing
to take in pursuing business objectives of the Group. Yet, such risk
management and internal control systems are designed to manage
rather than eliminate the risk of failure to achieve business objectives,
and can only provide reasonable but not absolute assurance against
material misstatement or loss.

The Company has a risk management policy in place to formalize
the procedures in identifying, evaluating and monitoring the risks
which may be encountered by the Group in the course of business.
By tackling the risks in a systematic way, the Board believes that the
same can be minimized or under control at a reasonable level.

The process used to identify, evaluate and manage significant risks
are as follows:

1. each business unit/department identifies the risks that
encountered or may be encountered by them in the course of
business/operation;

2. business units/departments compile a list of risks which
contains the following information for every single risk identified
by them: (a) risk classification; (b) contents of risk; (c) measures
taken; (d) risk ranking; and (e) recommendations to deal with
such risk, and email this list to the Executive Committee and
the Compliance and Risk Management Department (the “CRM
Department”) for review and assessment;
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L5 the Executive Committee and the CRM Department discuss,
assess and determine whether further action is required to be
taken against the identified risks or whether such risks should
be reported to the Board;

4.  if reporting to the Board is required, the Company Secretary will
send the materials to the Board for discussion and revert the
Board’s decision to the relevant business unit/department for
action/follow up.

Besides, internal control measures and/or procedures have also
been designed and implemented for safeguarding the Group’s assets
against unauthorized use or disposal, maintaining proper accounting
records, and monitoring the compliance with the applicable laws,
rules and regulations.

Although the Company does not have an internal audit function,
it has established a CRM Department to monitor the overall risk
management and compliance issues of the Group on an on-going
basis. Quarterly reports on compliance, risk management and internal
control issues of the Group will be prepared by the CRM Department
and tabled before the regular Audit Committee and Board meetings
for review and discussion. Modifications and improvements on the
existing risk management and internal control policies will be carried
out from time to time as required.

Apart from the internal review of the risk management and internal
control systems on a quarterly basis, the Company also engages
independent internal control advisors to conduct reviews of the
effectiveness of the risk management and internal control systems
of the Group or specific business segments of the Group at regular
intervals:

1. A comprehensive review for the Group’s overall risk
management and internal control system was conducted in
2017. The scope of review included trading of listed securities
cycle, human resource and payroll cycle, cash management
and treasury cycle and financial reporting cycle for the
Company, etc. The internal control advisor performed interviews,
reviewed the relevant documents and reported major findings
and areas for improvement to the Audit Committee. No material
issue on the Group’s risk management and internal control
system was identified after the review. All recommendations
from internal control advisor were followed up closely to ensure
that they were implemented within a reasonable period of time.
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2. A review for the risk management and internal control system
of the business of securities brokerage and margin financing
is conducting as at the date of this report and the scope of
review includes operation and compliance manual, underwriting
placement procedure, securities margin financing control for the
company, etc. The internal control advisor has been performing
interviews and reviewing the relevant documents. No material
issue for the risk management and internal control system of
the business of securities brokerage and margin financing is
identified as at the date of this report.

Hence, the Board considers that the existing risk management and
internal control systems of the Group are effective and adequate to
meet its needs in its current business environment.

INSIDE INFORMATION DISCLOSURE POLICY

To ensure timely, fair, accurate and complete disclosure of inside
information and for compliance with the applicable laws and
regulations, an updated policy on handling the inside information has
been approved by the Board in August 2017, pursuant to which, the
Company has taken a series of procedures to identify and preserve
the confidentiality of the price sensitive information and to disclose
the same to the public in a timely manner, if required. All staff are
also required to observe the code of ethical standards stated in Staff
Handbook to keep non-public information confidential.

COMMUNICATIONS WITH
SHAREHOLDERS AND INVESTORS

The Company continues to pursue a proactive policy of promoting
investor relations and communication by maintaining regular
meetings with institutional Shareholders, fund managers and
analysts through different means including meetings, presentations
and correspondence. In an effort to enhance communications with
the Shareholders and investors, the Company maintains a website
(www.290.com.hk) to disseminate information relating to the latest
business developments and all corporate announcements.
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The AGM is a valuable forum for the Board to communicate directly
with the Shareholders. An AGM circular was distributed to all
Shareholders at least 20 clear business days prior to the 2021 AGM,
setting out the details of each proposed resolution and other relevant
information. Separate resolutions are proposed at the general
meetings of the Company on each substantially separate issue,
including the election of individual Directors. Shareholders have
the opportunity to participate and vote in general meetings and are
informed of the rules and voting procedures that govern the general
meeting.

The 2021 AGM of the Company was held at Units No. 4102-06,
41/F, COSCO Tower, 183 Queen’s Road Central, Hong Kong. The
Chairman and the chairmen of Board committees, accompanied by
other Directors, attended the 2021 AGM. Please refer to the table
set out on page 56 of this annual report for details of attendance of
the individual Directors at the 2021 AGM. The external auditor of the
Company, Grant Thornton Hong Kong Limited, also attended at the
2021 AGM to answer questions raised by the Shareholders.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RE  #HERERRE

OVERVIEW

China Fortune Financial Group Limited (“China Fortune” or the
“Company”,
as the “Group”) is pleased to present its Environmental, Social

together with its subsidiaries collectively referred to

and Governance Report (the “ESG Report”), which summarised
the environmental, social and governance (“ESG”) initiatives and
accomplishments for the year ended 31 March 2022 (the “Reporting
Year”).

Founded in 2002, China Fortune is an investment holding company
and its subsidiaries are principally engaged in securities and
insurance brokerage and provision of asset management, corporate
finance, margin financing and money lending services. The Group’s
operations are located primarily in Hong Kong with offices in Mainland
China.

ESG investing has been moving mainstream as climate-related risks
reshape the principles of investment decisions. As a significant player
in China’s financial market, China Fortune has been vigilant on those
trends and the impacts that may assert to its business.

BOARD STATEMENT

The board of directors (the “Board”) is pleased to present the ESG
Report of the Group, which review the Group’s ESG initiatives, plans,
performance, as well as its sustainable development in respect of
environmental protection, labour practices, business operations,
supply chain management and other ESG issues for the Reporting
Year. As a responsible corporate, the Group views ESG commitment
as part of its responsibilities and is committed to incorporating ESG
considerations into its decision making process.

China Fortune Financial Group Limited
Annual Report 2022
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

THE ESG GOVERNANCE STRUCTURE

Regarding the corporate governance, the Group has applied a top-
down approach to manage the Group’s ESG-related issues. The
Board has the overall responsibility for the Group’s ESG strategy
and reporting, as well as overseeing and managing its ESG-related
issues, in achieving green operations for sustainable development.
The Board reviews and confirms the Group’s ESG-related risks and
opportunities, performance, goals and targets, progress made
against ESG-related goals and targets, management approach,
strategy, priorities of the Group’s material ESG-related issues, and
policies regularly with the assistance of the Group’s designated
personnel from the business and functional departments. The Board
also ensures the effectiveness of ESG risk management and internal
control mechanism.

The Group’s designated personnel from the business and functional
departments facilitate the Board’s oversight of ESG-related issues.
They are responsible for overseeing and reviewing the Group’s ESG-
related policies and performance; monitoring and managing ESG-
related risks and opportunities, and the effectiveness of the ESG
management systems; and identifying and prioritising the Group’s
ESG-related issues. They also propose and recommend to the Board
on the Group’s ESG-related strategies, priorities, goals and targets,
and regularly report the relevant ESG-related matters to the Board.

REPORTING SCOPE

The senior management of the Group discusses and identifies the
reporting scope based on the materiality principle and by considering
the core business and main revenue source. This ESG Report covers
all its business operations, including subsidiaries in Hong Kong
and branches in Mainland China. The Group’s business segments
include securities brokerage and margin financing, corporate finance,
money lending, consultancy and insurance brokerage, and asset
management, covering all of the Group’s revenue for the Reporting
Year.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

RE #HEREARARE (&)

The content including data in preparing this ESG Report is primarily
based on the internal policies and documents as well as information
provided by various key stakeholders.

REPORTING FRAMEWORK

This ESG Report serves to provide details of the Group’s ESG policies
and practices of its business in Hong Kong and Mainland China,
which has been prepared and compiled in accordance with the
Environmental, Social and Governance Reporting Guide (the “ESG
Reporting Guide”) set out in the Appendix 27 to the Rules Governing
the Listing of Securities on Main Board of the Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

Information relating to the Group’s corporate governance practices is
set out in the “Corporate Governance Report” of this annual report.

During preparation of this ESG Report, the Group has applied the
reporting principles of the ESG Reporting Guide.

Materiality: Materiality assessment was conducted to diagnose
material issues during the Reporting Year, thereby adopting the
confirmed material issues as the focus for the preparation of this ESG
Report. The materiality of issues was reviewed and confirmed by the
Board and senior management. Please refer to the section headed
“Stakeholders Engagement” and “Materiality Assessment” for further
details.

Quantitative: The standards and methodologies used in the
calculation of relevant data in this ESG Report, as well as the
applicable assumptions were disclosed. The key performance
indicators (“KPIs”) are supplemented by explanatory notes to
establish benchmarks where feasible.

Consistency: The preparation approach of this ESG Report was
substantially consistent with the previous year, and explanations were
provided regarding data with changes in the scope of disclosure and
calculation methodologies.

This ESG Report has undergone the internal review process of the
Group’s management and has been approved by the Board.

China Fortune Financial Group Limited
Annual Report 2022
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

ESG PRACTICE

THE GROUP’S APPROACH

China Fortune started the ESG journey from its own operations to
ensure full compliance on all applicable laws and regulations, and
aim at becoming a leading player in the sector. During the Reporting
Year, the Group’s Chief Executive Officer (“CEO”) and Financial
Controller (“FC”) continued to take lead in exploring ESG practices.
The Group made commitment in two areas:

1)  Continue green operation within China Fortune
2)  Anticipate and address the Group’s stakeholders’ concerns

In addition, the Group understands that climate change is posing
imminent impacts on the environment and the communities in which
the Group operates. In order to mitigate climate change, enhance
decarbonisation and respond to the Group’s stakeholders’ concern,
the Group has set targets related to greenhouse gas (“GHG”")
emissions control and energy efficiency. The targets were approved
by the Board and the progress towards these targets will be reviewed
by the management annually. The Group will continue to work on
environmental protection and minimising its carbon footprint in
order to achieve long-term sustainability of the environment and
community where it operates. Details of the targets are mentioned in
the sections headed “GHG Emissions and Air Emissions” and “Energy
Consumption” under aspect “Environment”.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

RE #HEREARARE (&)

Stakeholders Engagement

Stakeholders are interest groups who are involved in the Group’s
business and have significant impact on the Group’s success. China
Fortune applied the following principles to assess its stakeholders
and their importance in the Reporting Year:

° Impact on the viability of the Group’s business model

° Impact on the efficiency and reputation of the Group

° Impact on the direction and quality of the Group’s decision-
making

Having almost two decades’ development, the Group appreciates
the importance of effective communications with external and
internal parties. The Group has built channels in its daily operation
to understand views and expectations from its stakeholders, who are
customers, employees, shareholders, government and regulatory
authorities, suppliers and the community.

Despite travel bans and social distance measures, the Group
managed to keep the same level of communications frequency
through on-line means including video and audio tools during this
Reporting Year. The table below provides highlights of stakeholder
engagement activities:

China Fortune Financial Group Limited
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Stakeholders

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

Communication Channels

B -

Expectations

HERERARE (&)

Management Responses

& BBRE HE EEEEE
Customers e Customer service hotline | e Integrity Ensuring contractual
B4 and email e High quality services obligations are in place for
e Company website e Complaint handling protection of customers’
o XPRBERGLER mechanism benefits and rights
o NEIHEL o s Collecting customers’ opinion
o BERRE from various channels in
o IR ERERIE ML order to improve customer
satisfaction
BREIESHEE  AMRER
5 Flla SR AE R
MEEREWETFER A
RAZFPREE
Employees e Trainings and workshops  |® Humanity and labour rights Paying attention to
(== e Performance evaluation or |® Occupational health and occupational health and safety,

appraisal

Internal announcement
H3I & THES
BREHE S EZ

E A

safety
e Career development
e Equal opportunity
o NBRBIHR
o BEEELLE
o EXRER

. TEHG

creating a comfortable working
environment

Encouraging employees to
participate in continuous
education and professional
trainings to enhance
competency

Holding team building
function to increase workplace
collaboration

Setting up contractual
obligations to protect labour
rights
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Shareholders

R

Annual general meeting
and other shareholder
meetings

Financial reports
Announcements and
circulars

PRERIBERE REMARR A
g

WsmE

e Financial performance

e |nformation transparency

e QOperating risks
management

e Corporate sustainability

o BRI

o EEFEHE

o LERRER

o DEAHERR

Ensuring efficient
communications and
information disclosure through
shareholder’s meetings,
annual reports and regular
announcements published on
official websites
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)
R - HERER/BE (FH)

Stakeholders

K&

Government and

Communication Channels
BERE
e Routine reports

Expectations

i

Compliance with laws and

Management Responses
EEELDE

Upholding integrity and

awareness
Compliant operations
el
RREH

BRgE

Regulatory e Written or electronic regulations operating business in
Authorities correspondences Fulfil tax obligations compliance with law and
BT R BB e o BIITHRE Cooperation for mutual regulations
o EEHEFHBE benefits Paying tax on time in return
BPIRE NER contributing to the society
BITRBEE REFHIE RN E RIS BT
SVEEREEE R ERRER
R FBACI B E
Suppliers e Business cooperation Fair and open selection Ensuring contractual
ey o TELE Supply chain management obligations are in place to
NERAFBEIE protect mutual benefit
HREEE TR Performing supplier selection
with due care to ensure fair
and open procurement
BREIEANEME - REEE
Mz
BRREEREHER - BREREAR
VN
Community e ESG reports Involvement in communities Encouraging employees to
HE o IRIE e RESHE Environmental protection participate in volunteer and

charitable activities

DERESEETREEEY
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

Sustainable Business Focus

Materiality assessment is a process of identifying and assessing
the ESG issues that are important to the Group’s business and its
stakeholder. With the assistance of the Group’s management and
the designated personnel, a list of material ESG issues has been
identified.

Materiality Assessment

Factors such as business strategic objectives and policies, industrial
standards, legal and regulatory responsibilities have been taken
into consideration for identifying the Group’s material ESG issues,
covering environmental protection, climate change, operating
practices, employment and labour practices.

To prioritise the identified material ESG issues, the Group
conducted a materiality assessment survey during the Reporting
Year. Management and employees of different business units and
departments were invited to evaluate the significance of the identified
ESG issues to the Group’s stakeholders and its businesses. Based on
the results of the survey, the Group compiled the materiality matrix.

The results of the materiality assessment were reviewed by the
Group’s management, and approved by the Board. Materiality
matrix below mapped out the identified 16 material issues and their
respective level of importance on their influence on stakeholders and
significance on the sustainable development of the Group. Those
material issues reflected are compared against China Fortune’s
own strategic and operational focus to produce a series of aligned
priorities.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

RE  -dHERERHE (K)

Materiality Matrix during the Reporting Year
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Based on the result of materiality assessment, China Fortune
identified five major sustainable business development priorities
among all issues, which are shown as below:

o Product responsibility

° Operational practices

° Talent attraction and development
o Quality of customer services

o Business ethics

China Fortune Financial Group Limited
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

SUSTAINABLE BUSINESS OPERATIONS

As a financial institution, China Fortune provides services to a wide
range of corporate and private clients who trust it to bring financial
solutions and grow their assets and wealth. The Group is committed
to the quality of its products and customer services throughout its
operations.

The Group abides by a number of laws and regulations including
but not limited to Rules Governing the Listing of Securities on the
Stock Exchange of Hong Kong Limited (“Listing Rules”), Securities
and Futures Ordinance (“SFO”), Companies Ordinance, Trade
Descriptions Ordinance and Personal Data (Privacy) Ordinance.
The Group has also developed a series of internal policies and
procedures with regular updates to ensure strict compliance. During
the Reporting Year, there is no non-compliance with relevant laws and
regulations in relation to product responsibility and product quality,
including health and safety, advertising, labelling and privacy matters
relating to its products and services provided.

PRODUCT RESPONSIBILITY

Product quality starts with product safety, which is at the core of its
commitment to all clients. The Group has placed great importance
to due diligence and risk monitoring processes in product planning
and on-going management. Product reliability is the next layer of
quality assurance initiative. It is conducted by a set of check and
balance processes amongst various professional teams. As the
corporates health and safety risks involved in the Group’s services
are insignificant, it is not applicable to disclose the percentage of
total products sold or shipped subject to recalls for safety and health
reasons.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

RE #HEREARARE (&)

At operation level, senior officers are assigned to supervise the daily
operation to ensure compliance with the Group’s internal policies
and risk control management requirements. If the Group aware of
any fraudulent or non-compliance cases including but not limited to
fraudulent China Fortune corporate website, mobile apps and WeChat
group that could lead to fraud or any loss of the Group’s customers,
the Group will report immediately to the Hong Kong Police and police
authorities in Mainland China, and file a brief with relevant regulators
if feasible. Meanwhile, the Group will make public announcement
through external engagement channels exposing such fraudulent
acts in order to protect its reputation and the interest of customers.

CUSTOMER SERVICES

China Fortune aspires to provide the best customer experience as it
can in product variety, product quality and customer communications.
The Group believes in providing quality advice and insights to
customers and have established a dedicated team of professionals
with diverse experience and in-depth knowledge of its services. They
offer valuable counsel to customers across the Group’s major service
offerings.

The Group’s customer service quality assurance measure is guided
by the principle of transparency. The role of quality reviewers has
been established many years ago with designated duty of overseeing
the process of customer service, including assessing service quality
through telephone tapes on sample check basis.

China Fortune Financial Group Limited
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

In addition, the Group actively seeks customer feedback on regular
basis and close gaps where possible, as it believes feedback is
a valuable mechanism for building a stronger customer-oriented
corporate culture. Complaints Handling Procedure is one of internal
policies, providing detailed process to follow when dealing with
customers’ complaints. A variety of customer communication
channels were set up, such as telephone hotline and dedicated
email address. Both are made prominently on the client statements
to ensure customers are aware of those channels for their opinions.
Once a complaint has been received, the Group will investigate the
received complaint competently, diligently and impartially, and also
offer appropriate redress or remedial action accordingly. During
the complaint investigation, the client will be kept informing of the
investigation progress as appropriate. During the Reporting Year,
the Group received 1 complaint related the bond account of a client.
In response, the Group consulted with law firm immediately as an
opened case by insurer, and it was still a pending case during the
Reporting Year.

The Right People
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Experienced Professionals
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CUSTOMER PRIVACY PROTECTION AND CYBER
SECURITY

Customer’s data privacy is handled with utmost care at China Fortune
and is the most important commitment it has made to its clients. The
Group had developed Privacy Policy to comply with the applicable
data protection laws and regulations, including but not limited to the
Personal Data (Privacy) Ordinance. It also ensures that appropriate
technical measures are put in place to protect the personal data
against any unauthorised use or access.

The Group has established a system whereby all data is categorised,
while authorisation on usage, filing, editing and access are clearly
defined. In principle, staff only access client personal data on a need
to-know basis when opening and maintaining client’s account. The
head of legal department is also the Group’s Information Security
Officer with the responsibility to ensure the relevance and the
enforcement of the Privacy Policy.

During the pandemic, extra network security measures were taken
when some of the Group’s employees had to work from home. It
covered remote access policy and procedures upgrade, intrusion
detection systems and monitoring, virus and malware protection,
vulnerability management, incident response planning, and patch
management.

During the Reporting Year, the Group was not aware of any received
complaints in relation to breaches of customer privacy, losses or
misuse of client’s data.

RESPONSIBLE MARKETING

China Fortune treasures the trust that its clients put into its advice
and service, and the Group has never taken it for granted. The
Group appreciates that ample competition helps improve the quality
of product and service and benefits customers at large. Therefore,
the Group advocates for fair competition and follows best practice
in product and service marketing activities. The Group respects the
intellectual property rights of others and protects those of its own.

China Fortune Financial Group Limited
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The Group respects the intellectual property rights and strives to
protect intellectual property rights of its own and third parties. All
software installed by the Group are purchased through legitimate
sources. During the Reporting Year, the Group was not aware of any
infringement of intellectual property case.

As a company providing financial services, the Group has limited
issue on advertising and labelling. In the Group’s dealings with its
clients, information provided should be complete, true, accurate,
clear, and complied with all relevant laws and regulations regarding
the proper advertising, including but not limited to the Trade
Descriptions Ordinance.

SUPPLY CHAIN MANAGEMENT

As a financial service provider, the Group’s suppliers are mainly
general office supplies providers. In order to provide a fair
assessment of suppliers’ selection, the Group has adopted relevant
policies and evaluated needed services based on a combination of
capability, efficiency, competitiveness and reputation of the suppliers
before entering into the contractual agreements. If any inconsistency
is found between the Group’s requirements and their act, the Group
will suspend the cooperation until improvement is made.

During the Reporting Year, the Group has engaged a total of 9" major
suppliers and service providers, all of which have gone through the
aforementioned procurement practices of the Group.

The number of major suppliers by geographical region is as follows.

By Geographical Region’
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For the Year Ended 31 March 2022

RuEE D BE-_S-_—_H=F=1+-HLEE
Hong Kong B 6
Mainland China R B A b, 1
The United States ESE 1
The United Kingdom A 1
Note(s): PEE -

1. Relevant figures have been disclosed from the Reporting Year onwards. 1. MHESEEAREFEREE -
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In view of green supply chain management, the Group strives to
engage suppliers who incorporate the consideration of environmental
and social risks into their supply chain management. The Group
periodically evaluates and monitors the performance of its suppliers
to ensure their compliance with laws and regulations relating to
environmental and social policies, service standards, contract
conditions and quality provisions. Any non-compliance to relevant
environmental and social laws and regulations discovered by the
designated personnel from the Group will be promptly reported to the
management. Corrective action plan will be carried out to remediate
the identified risk in a timely manner. The supplier who continuously
fails to meet the Group’s requirement could be subject to termination

to supply.

The Group attaches importance to the environmental impacts of
the purchased goods and services. More environmentally friendly
products or services should be procured by the Group when it is
feasible, to minimise negative impacts to the environment and human
health, and conserve natural resources. The Group also maintains
a close communication with its suppliers and service providers to
share the latest knowledge on product quality, as well as good labour
and environmental practices. The Group will provide the necessary
guidance to its suppliers and service providers on how to implement
a good environmental and social practices throughout the supply
chain engagement process.

BUSINESS ETHICS AND PRACTICE

The Group advocates an operating environment of fairness and
a corporate culture of integrity and honesty. Employees, senior
management and directors are guided with the Group’s principles of
business ethics and integrity.

China Fortune Financial Group Limited
Annual Report 2022

EaeftEREREnE  AEERNZER
RERTERBRAAREEE R HER -
AEEE G M ERERERNRR -
ERERFMETERRELTSER - IRF
B BNRENEERERER RS -
REEETEABHBERTANTEEERE
R EERERNTR  BREREEER
o AEBERERA EREEAE - ALK
FEH#HANOERR - FEREMET A EEBEK
MRS S B AR ILETTHE -

AEEERRBHRMRGEHRENEE -
AEBREANTHER MRBERRNER
SRS - AEER D EEIRE R ABRZEDN
BEPE  REBAER - AEETEHEE
BERGEERZERE 2 ZAHEMRE
BRI ABAN RIS T RIRFIER - K
SESHAREERS BT BRI
MIRE RSB - SEEERMREEERE
HUBEES -

BRERRER

AEBREAFNERRRMAELEND
- BE  SREEEREFHEEAR
SE®EFEERIEERA -



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

ANTI-CORRUPTION AND FRAUD

China Fortune has zero tolerance towards any form of corruption,
bribery, forgery, extortion, conspiracy, embezzlement and collusion.
Anti-corruption policies and procedures are crystalised in both
Code of Conduct and Employee Handbook to drive both mind-set
and behavior change. Head of Compliance and Risk Management
Department leads all related work streams from policy setting to
enforcement.

All employees are required to act in full compliance of all anti-
corruption related internal policies, laws and regulations, including
but not limited to the Prevention of Bribery Ordinance (Cap. 201,
Law of Hong Kong) and the Company Law and Criminal Law of the
People’s Republic of China. Anti-corruption trainings are mandatary
for all employees including board directors. The Group has arranged
internal and external anti-corruption and corporate governance
trainings to its employees that involve the latest development and
future trends of global anti-money laundering activities. During the
Reporting Year, all of the Company’s directors and 4 employees have
participated in the anti-corruption training.

The Group’s operation policy requires:

1. No confidential commercial information of the Group shall be
disclosed, discussed and shared with third parties for personal
interest.

2. All employees are prohibited to give and accept personal,
commercial, regulatory or contractual advantage, by using the
excuse of work or the authority granted from the Group.

3. If any misconducts are found and proven, the Group will apply
disciplinary actions in accordance with set policies.

RE - #HgRERRE (K)

BT RAGE

TEERHEMATANES - Bl - B
PR BR - PALFLRIBEREDER
RREE o BTN B TF M H8AMHERTE
REFHRNMIZR - AMEE R RITRR
2o afnREREEBEIEATHBERE
ERTHRMA BB IIERE -

2REEENATEETERESAEBNMA
AEBERER SRR RER - BRERENRRCH
LEERERERDI) (BBEHIFE 201 ) AR (F
EARKMBRFE) R(hEARAME

M%) - BREFHEANAAREHARR
RERE - AEEE RERE LHRNE R

SNERIREDS MR REVRLE - R EIRR
MRBADH R HRMARBE - KA
SEE ARAEREFENILAREECDSHE
R ERE -

REENEEBERHE
1. A&KH ﬂl/\ﬂ SIEE R M
E‘@%E FRENERER °

2. KM R BB
RAEEGERE BT REZEA
B - EERA DA -

3. WMEBIBEXTMNIAETA A&£H
IR R B BUR R EUAL 21TE) -

FEERERIEEBR AT
—ECCEER

95



96

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

RE #HEREARARE (&)

AML AND CTF

China Fortune has taken AML and CTF as one of the most imperative
compliance requirements, and established AML and CTF Policy and
Prevention of Bribery and Conflict of Interest Handling Guideline
with regular updates to ensure that all business operations comply
with relevant laws and regulations. The Group also formulated
relevant policies including customer acceptance policies, customer
due diligence process, ongoing monitoring, and customers and
transactions record keeping to prevent any breaches throughout the
transaction.

The Group also regularly conducts internal training relating to AML
procedure and CTF recent updates on relevant regulation and
other topics related to licensed regulated activities. The compliance
trainings provided up-to-date information regarding to AML and CTF,
including but not limited to the regulatory framework, stakeholders’
roles and responsibilities, procedure and importance of conducting
customer due diligence, and the transaction monitoring system.
By doing so, the Group ensures its employees equipping sufficient
knowledges and awareness, regarding to AML and CTF, therefore,
minimising the risk of relevant breaches.

WHISTLEBLOWING MECHANISM

China Fortune formulated a whistleblowing system for employees
and external parties to report any suspected irregularities or doubts
on misconduct. Such report will be raised directly to the Chairman
of Audit Committee by post or email. The investigation shall be
conducted in a fair and impartial way for every reporting. If there is
any evidence of illegal conduct or breach of laws and regulations, it
shall be referred to the relevant public or regulatory bodies such as
the Hong Kong Police Force, the Independent Commission against
Corruption, the Securities and Futures Commission, or relevant
regulatory body. Disciplinary actions would be adopted once the
guilty or misconduct is proven.
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During the Reporting Year, there were no concluded legal cases
regarding corruptive practices was brought against the Group or
its employees, and no reports was received through the Group’s
whistleblowing channels. Also, the Group has not identified any
material non-compliance with relevant laws and regulations in Hong
Kong and Mainland China including but not limited to Prevention of
Bribery Ordinance, the Company Law of the People’s Republic of
China and Criminal Law of the People’s Republic of China.

EMPLOYMENT AND COMMUNITY
INVESTMENT

THE GROUP’S PEOPLE POLICY

Talents have long been recognised as one of the major competitive
strengths in finance industry, and China Fortune has continued its
investment to attract and retain talents. The Group has established
the Employee Handbook which build a holistic and harmony system
for employment practice, covering compensation and dismissal,
recruitment and promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other benefits and
welfare.

The Group is committed to promoting equal opportunities and
diversity in recruitment. The Group’s hiring, appraisal and promotion
policies are merit-based regardless of individual’s gender-orientation,
racial background, age, religion, marital status and so on, and
relevant processes are clear and transparent.

During the Reporting Year, the Group has not identified any material
non-compliance with relevant laws and regulations including but not
limited to Employment Ordinance of Hong Kong, Minimum Wage
Ordinance of Hong Kong, Bill of Rights Ordinance of Hong Kong,
Sex Discrimination Ordinance of Hong Kong, Disability Discrimination
Ordinance of Hong Kong, Family Status Discrimination Ordinance and
Race Discrimination Ordinance of Hong Kong, Occupational Safety
and Health Ordinance of Hong Kong, the Employees’ Compensation
Ordinance of Hong Kong, the Labour Law of the People’s Republic of
China and the Labour Contract Law of the People’s Republic of China
that would have a significant impact on the Group.
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The Group recognises its employees’ qualifications, experiences and
work performances by offering attractive remuneration packages. In
order to retain talents, remuneration packages are reviewed annually
and bonuses are paid each year, according to the work performance,
seniority and contribution to the Group, to recognise employees’ hard
work throughout the year.

As at 31 March 2022, China Fortune has a total of 69 employees
(2021: 81). The workforce distributions by gender, age group,
employment type and geographical location are as follows:
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As at 31 March

BZE=HA=1+-—H

Categories 2022 2021
Eall === —E-—F
By Gender RIER &S

Male = 38 44
Female Z 31 37
By Age Group RERAERE D

Under 31 31EAT 16 17
31-40 31 RE 405% 30 41
41- 50 41 B ZE 50 5% 12 11
Over 50 BB 50 5% 11 12
By Employment Type RERERE S

Full-time R 69 80
Part-time Feo = 1
By Geographical Region RitEE D

Hong Kong B 62 76
Mainland China A 7 5

The promotion of employees depends on their performances, working
ability, intrinsic potential, and the needs of the Group’s entities. The
basis and process for management to determine promotion, transfer
and demotion of employees are clearly defined to protect the interest
of both the employees and the Group. Only with the appropriate
approval, the relevant actions can be carried out.
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Employment termination of employees are arranged in accordance
with the Employment Ordinance. Unreasonable dismissal under
any circumstances is strictly prohibited, dismissal will be based on
appropriate and lawful grounds supported by internal policies of the
Group. During the Reporting Year, the Group’s overall turnover rate
was approximately 48.00%? (2021: 18.60%). The employee turnover
rate by gender, age group, and geographical region was as follows:

Turnover Rate®%(%)

RE - #HgRERRE (K)

B I ERRIEZHAKE (ERIRE) -
REBBREECEMBL TN EREET -
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EREEEHRET REAREEE - A%
BRARKREEH4800% (T - —F:
18.60%) ° MR - FhAE Rl Ri[E B 5
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For the Year Ended 31 March 2022

TR 3IY%) BE-ZE_—_HF=A=1+—HILEFE
By Gender BRI 5

Male s 36.59%
Female Z 61.76%
By Age Group RERARE 2

Under 31 31T 90.91%
31- 40 31 ZE 405% 45.07%
41- 50 41 R ES0B% 43.48%
Over 50 HBiB 50 5% —
By Geographical Region Rt EE 5

Hong Kong BB 52.17%
The PRC Al —
Note(s): BisE -

2. The overall employee turnover rate is calculated by dividing the number
of employees leaving employment during Reporting Year by the average
number of employees at the beginning and the end of the Reporting
Year.

G The employee turnover rate by category is calculated by dividing the
number of employees leaving employment in the specific category
during the Reporting Year by the average number of employees at the
beginning and the end of the Reporting Year in the specific category.

4. Relevant figures have been disclosed from the Reporting Year onwards.
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STAFF BENEFIT AND WELL-BEING

The Group has formulated policies in determining the working hours
and rest periods for employees following local employment laws and
regulations. In addition to the statutory benefits, such as paid annual
leave, maternity leave, paid sick leave and marriage leave, the Group
continues to offer employees with causal Fridays, festival gifts, training
subsidy, qualification allowance, travel and overtime allowance.
Qualified members were also offered with housing allowance under
the Group’s Staff Residential Rental Subsidy program. Various social
activities for employees, such as gatherings and sport activities, were
organised regularly with themes on the importance of health and well-
being.

The Group offers a variety of communications means with the staff,
for instance, weekly all-staff-meeting and management meeting.
In additional, Group Townhall Meeting is held regularly. All these
channels effectively cascade Group policies and principles
throughout the organisation.

DIVERSITY, EQUAL OPPORTUNITIES AND ANTI-
DISCRIMINATION

To maintain an embracing and collaborative workplace culture, the
Group provides equal opportunities in all aspects of employment and
ensures the workplace is free from discrimination, physical or verbal
harassment against any individual because of race, religion, colour,
gender, physical or mental capability, age, place of origin, marital
status, and sexual orientation. The Group also strives to ensure that
complaints, afflictions and concerns, including whistleblowing, are
dealt with promptly and confidentially. The Group has zero tolerance
for sexual harassment or abuse in the workplace in any form.

EMPLOYEES' HEALTH AND SAFETY

Due to the office-based operation, the Group does not involve
significant safety risks. Nevertheless, the Group does not overlook the
responsibility to safeguard employees’ health and safety. The Group
has formulated various management requirements in accordance to
relevant occupational health and safety laws and regulations. The
relevant health and safety measures and response plans are clearly
stated in the Employee Handbook.
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Acknowledging the relatively longer time spent in front of computers
as the reality of finance industry practitioners, the Group has provided
protective equipment and furniture, such as ergonomic chairs and
lightings, to help relieve body stiffness and eye stress. Regular breaks
during the day with desk-side stretch exercise have always been
encouraged. The management team will continue to seek feedback
from staff on the support needed from the Group so that the staff can
be more focused and well-motivated to deliver first-class service to
customers.

The Reporting Year was marked with a couple waves of coronavirus
strikes in Hong Kong amid a global pandemic. During the Reporting
Year, the Group did not change its employment policy and not to
lay off people, or cut pays or implement unpaid leave, so that China
Fortune will fight the pandemic together with its people and come out
stronger.

The Group provided highly sought-after protective measures for staff,
such as face masks and sanitizing packages, through its overseas
network. The Group also made flexible work arrangements including
home office for its staff on the basis of no compromise on customer
service quality.

Sanitising measures were put in place in office when employees
returned to work. Employees’ body temperatures were also taken
regularly, and the Group issued a policy to arrange employees to
go for immediate medical treatment should their body temperature
exceed 37.3°C at Group’s expense where necessary.

During the Reporting Year, the Group was not aware of any material
non-compliance with health and safety-related laws and regulations,
including but not limited to the Occupational Safety and Health
Ordinance of Hong Kong, the Employees Compensation Ordinance
of Hong Kong, Occupational Safety of Hong Kong, the Labour Law of
the People’s Republic of China, the Law of the People’s Republic of
China on the Prevention and Control of Occupational Diseases that
would have a significant impact on the Group. In the past three years
(including the Reporting Year), the Group did not record any cases of
work-related fatalities. In addition, the Group did not record any work-
related injuries nor losses in working days due to work-related injuries
during the Reporting Year.
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EMPLOYEES’ DEVELOPMENT AND TRAINING

The level of professionalism of China Fortune’s team is its building
blocks. The Group holds that principle and enable continued
professional training of staff as such that they will play to their strength
and deliver high-quality performance. The Group encourages staff to
participate external seminars and industrial events to keep abreast
on industry challenges and best practices, at the same time, the
Group offers internal trainings in areas of legal, compliance, business
ethics and other licensed regulated activities. The Group also offers
subsidies on external training programs, license fee and qualification
allowance.

To ensure employees’ professionalism and the service quality
provided, the Group regularly conducts internal trainings relating
to AML procedure, CTF recent updates on relevant regulation and
other topics related to licensed regulated activities. The Group also
provides cyber security training to its employees, in order to prevent
any relevant incident leading to customers’ or company’ loss or threat.
Employees were taught to conduct best practice and the procedure
of timely response if any breaches is happened.

During the Reporting Year, the Group recorded approximately
45.71%° (2021: 50.52%°) of trained employee, with an average of 2.047
(2021: 3.728) training hours per employee.

Percentage of
Trained Employee®
ZIEEEDL®
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Average Training
Hours'™ (hours)
F I B0 (UNEF)
For the Year Ended 31 March
BE=A=t—-HLHFE

Categories 2022 2021°¢ 2022 2021°
Al —EICF —EZ—fFs —ECF —ET s
By Gender gk

Male 5 39.62% 52.83% 2.35 4.01
Female L8 51.92% 47.73% 1.72 SRS
By Employee Category Z{EEEFI &S

Management EEAB 55.00% 78.95% 4.08 7.32
General staff —METL 43.53% 43.59% 1.56 2.85
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Breakdown of
Trained Employee' (%)
ZIEEDH" (%)

For the Year Ended 31 March
BE=ZA=+—HLFE

Categories 20218
=l TET e
By Gender RUERIE D

Male 5 43.75% 57.14%
Female Z 56.25% 42.86%
By Employee Category REBERE S

Senior management =SHEEAS 22.92% 30.61%
General staff —RET 77.08% 69.39%

Note(s):

ot

10.

11.

The percentage of trained employee is calculated by dividing the total
number of employees who took part in training during the reporting year
by the total number of employees during the reporting year, covering
the existing and resigned employees.

The training data for the year ended 31 March 2021 were restated due
to the update in calculation method for the consistency of disclosure of
the ESG Report.

The average training hours per employee is calculated by dividing the
total training hours during the reporting year by the total number of
employees during the reporting year, covering the existing and resigned
employees. Relevant figures have been disclosed from the Reporting
Year onwards.

The relevant figures are calculated and disclosed based on information
collected during the year ended 31 March 2021 for the consistency of
disclosure of the ESG Report.

The percentage of trained employees by category is calculated by
dividing the number of employees in the specified category who
took part in training during the reporting year by the total number of
employees in the specified category during the reporting year, covering
the existing and resigned employees.

The average training hours by category is calculated by dividing the
total number of training hours for employees in the specified category
during the reporting year by the number of employees in the specified
category during the reporting year, covering the existing and resigned
employees.

The breakdown of trained employee by category is calculated by
dividing the number of employees in the specified category who
took part in training during the reporting year by the total number of
employees who took part in training during the reporting year. Relevant
figures have been disclosed from the Reporting Year onwards.
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LABOUR STANDARDS
Prevention of Child and Forced Labour

In strict compliance with relevant local labour laws and regulations,
the Group prohibits to hire child labour and requires verifying the
age of applicants during the recruitment process. The Group strictly
follows the internal policies, in which all staffs are required to sign
employment contract before employment to safeguard legal rights of
both parties. Furthermore, employees of the Group work overtime on
a voluntary basis to prevent any breaches of labour standards. Any
punishments, management methods and behaviours involving verbal
abuse, physical punishment, physical abuse, oppression, sexual
harassment against its employees are prohibited for any reasons. The
Group also conducts regular reviews and inspections to prevent any
child labour or forced labour in operation. If child or forced labour is
found, they will be dealt with in the light of the circumstances, and the
employee contract will be terminated immediately to stop any child
and forced labour.

During the Reporting Year, the Group has not identified any material
non-compliance with relevant laws and regulations relating to child
and forced labour, including but are not limited to the Employment
Ordinance of Hong Kong and the Labour Law of the People’s
Republic of China that would have a significant impact on the Group.

COMMUNITY INVESTMENT

The Group’s business itself does not create significant direct impact
on or engagement with the community in neither environmental nor
social aspect. However, the Group believes that contribution to social
causes and development of local communities is part of its corporate
social responsibility.

China Fortune Financial Group Limited
Annual Report 2022

HITER
IEETREHST

RER

EESEFEL - WEBEREPERRE
BB ANFER - NEBBRBETAIPBCEER
FTEBEERNEBAEZSEE NANREE
T HERRER o pEAN - ANEE R BB TIE
HBERMEE - UBILERS TR - K&
EARZIFAERERHETETEE - 8
5 FBEN - BeEe  MRESEIRE
M~ BRIARITR - NEBINEHETR
BREE - UL ERHREMET KR
H155 THEMR - WERETLIGRHIBT - #
RIENRE - WAFIEERNETIREHSET
w7 BNER IE BB E A o

RAREFE » AEBY REREAHREE
[REAE T F 585 THRBEAR AR L A
BAKBEREATZENEN - BFETR
R (BB EBIED AR (P EARKIE S
L) e

HEKRE

AEENEHBAGHERELA G ARSI E
BHEBEELEANEERZE - A AEH
RBEHEREMHRERFLEMABED
FHegaEn—&o -



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

During the Reporting Year, the Group has devoted significant
resources to maintain its business operations in the pandemic and
suspended its philanthropic activities. The Group will focus more on
social participation and community investment, especially related to
labour needs and health, and continue to encourages the employees
to actively participate in charitable activities and voluntary services
coordinated by non-profit organisations. The Group believes that
promoting the awareness of corporate social responsibilities among
staffs would not just help the society and business in general, but
more about their personal growth. The Group welcomes opportunities
of sponsorship or partnership for charity events, and organising
volunteer work to support vulnerable groups in Hong Kong.

ENVIRONMENTAL

The Group is committed to building an environmentally friendly
corporation image. It pursues to minimise resource consumption and
adopts environmentally friendly practices across the business with the
relevant environmental protection policies set for the Group’s business
operations. The Group provides financial products and services to
a wide range of corporate clients and individual customers. For the
Group’s staff to carry out daily work, the Group rents office spaces
which have been furnished with office equipment. The Group uses
electricity, water and waste management services provided by the
leased premises. Due to the office-based business nature, the Group
has limited environmental impact.

However, the Group proactively implements emission reduction and
energy conservation measures to achieve efficient use of resources,
enhancing its sustainability development. Various initiatives have
been implemented throughout its operations such as deploying
energy-efficient devices with energy efficiency label, minimising
the use of paper and reducing water consumption. Through active
monitoring and managing the use of resources, the Group aims to
reduce its carbon footprints as well as its operating cost.
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During the Reporting Year, the Group has not identified any material
non-compliance with relevant laws and regulations relating to air and
GHG emissions, discharges into water and land, and generation of
hazardous and non-hazardous waste that would have a significant
impact on the Group. The relevant laws and regulations include,
but are not limited to the Air Pollution Control Ordinance, the Waste
Disposal Ordinance of Hong Kong, the Environmental Protection Law
of the People’s Republic of China, the Law of the People’s Republic
of China on the Prevention and Control of Environmental Pollution
by Solid Waste. No hazardous waste as defined in the “1989 The
Basel Convention on the Control of Transboundary Movements of
Hazardous Wastes and their Disposal” was generated.

CLIMATE CHANGE MITIGATION AND ADAPTATION

Climate change is always a hot topic for discussion and it increases
both financial and physical risks of all the companies around the
world. The Group’s primary responsibility is to reduce its GHG
emissions and the environmental footprint as a whole by ensuring
that its assets and operations are prepared to withstand, or respond
to, expected climate impacts. During the Reporting Year, the Group
has initiated a climate change assessment under the Task Force on
Climate-related Financial Disclosures (“TCFD”) framework to identify
and mitigate the potential risks that may arise from its business
operations. These risks mainly stem from the following dimensions:

PHYSICAL RISKS

Climate change leads to the increase of extreme weather events,
such as typhoons, storms and heavy rains, which can disrupt the
daily operations of the Group by causing damages to power grid and
communication infrastructure and hindering and injuring the Group’s
employees during their work, or on the way going to work. These
could result in temporary, permanent or partial halt of the Group’s
business operations, which expose the Group to risks associated with
reduced revenue and higher operational costs from negative impacts
on workforce.

China Fortune Financial Group Limited
Annual Report 2022

RAREFE - AEBEERMOEEREY
W KR MRS A MEE B E M EERE
WETE - WARBRE(IRERRERERE
FOER A AT R AR EBERBRZENITN
HEMERZEZREBERETRREEN(E
RSRE BERED CEWMEE R (P
EARRNBRFEREER) R(PEARHK
MEBIEEEYSRRETAR) - IEEE
—NNANF (IR EYBIEER R EE
EBEBRK) IRENEEREY

SRR LR AR R B SE

RIS —BERAEGE  UAZHMAER
g B R ERRR - AEENTREE
B BREREEE R EERAT LAY
MRIRZE - B HER FR EREEEN
KRR - RAREFE - AEBDER
RAARAH BB T1E/ )\ ([TCFDJ) E2RT
RF T RIRBCRHA - e RpEE =
BEENREENEBERR - ZFRBREE
RERATEME

7570

RIRZ(CBBUGHAR (AR - ERMA
) A RRBUZIN - HERFBEAERR
MEAER IR A TR IBIE P R FE T il
BAKBEREREEZE K TEAKE
MAEZE - ULBERANSERAREENE
BEZIRE - KAHRDER - EAKEE
B SE) ) EK B R TS B U ED R
DR BB AR B R o



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

To better manage the above physical risks, the Group has formulated
emergency plan which is reviewed regularly to response such events,
including procedures to approach typhoons and black rainstorms.
The relevant procedures and measures are outlined in the Employee
Handbook. When extreme weather events occurred or possibly
happened, the senior management will react according to the
plans and timely communicate with the employees about the work
arrangements to ensure staff safety and operation continuity.

TRANSITION RISKS

The Group anticipates that there will be more stringent climate
legislations and regulations to support the global vision of carbon
neutrality. From a listed company’s perspective, the Group
acknowledges the increasing requirements of climate-related
information disclosures. One example is the recent update of the
Hong Kong Stock Exchange’s ESG Reporting Guide in respect
of significant climate-related impact disclosures of an issuer. The
Group’s business operations may be materially and adversely
affected under the stricter environmental laws and regulations if it
fails to comply with the laws and regulations as applicable to its
businesses from time to time. Negative publicity may also arise due
to failure to meet the compliance requirements for climate change.
The company’s related capital investment and compliance costs thus
increase.

In response to the policy and legal risks as well as the reputation
risks, the Group regularly monitors existing and emerging trends,
policies and regulations relevant to climate and be prepared to alert
the top management where necessary to avoid cost increments,
non-compliance fines or reputational risks due to delayed response.
In addition, the Group will continue to invest in and provide funds
to climate-friendly companies, which develop and innovate the
environmental-protection products and technologies.
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GHG EMISSIONS AND AIR EMISSIONS

The major sources of the Group’s GHG emissions are petrol
consumed by company-owned vehicles (Scope 1), electricity
consumption in offices (Scope 2), and paper consumption and
employees’ business travels (Scope 3). To minimise the environmental
impacts of GHG emissions from the Group’s business operations, the
Group has set target to reduce its GHG emissions intensity (tCO_e/
employee) by the financial year ended 31 March 2026 (“2026"),
using the Reporting Year as the baseline year. To achieve the target,
the Group has taken the following measures to minimise the GHG
emissions its business operation:

o Choose the shortest route when vehicles are travelling between
the Group’s operating locations and destinations to reduce
consumption of fuel;

° Turn off engines for idling vehicles;

° Conduct regular vehicle maintenance to ensure efficient use of
fuel;

o Encourage employees to hold video conference call; and

° Encourage all its suppliers to have targets in line with its values
in lower carbon emissions.

Meanwhile, the Group seeks to educate its staff members to increase
the office environmental awareness. The Group advocates for lower
the brightness of the monitor screen and switch off the monitors
during the lunch hours. Besides, the Group has active adopted
energy conservation measures which are described in the section
headed “Energy Consumption” under aspect “Environment”.

China Fortune Financial Group Limited
Annual Report 2022

B SRS R ER AL

REERRERBHNAEEZHRIRE LN AHE
BERE (BE1) POBRRTH - MAERE
A®NEN (BE2) REKEENEENE
BEKk (BE3) - %H#X@ZFE.%%%L
VREERBHIERENFZERE&IE - K
SEEEVZER  UARBREFRIERELSF
B MREE_Z_R"F=ZA=+—HIMK
FE([ZBZXREFE)] AIREREAER

HEEE (M- atREE EE) ° 7% EW
Z AR NREBDREUA TSR - AEER
EXBLENRERBEN -

o FEXBIAFERAEERKZEME
BRI BERENEENEE
R

e (FEHBR:

o  TEHRE  BMRAEKEAMNF

s TRRERTRGEE K
o HEVEFTAE SLE A Hl T R KA BRI
BEEBWERZ-

R - AEBREHEEL - UWIRGHAL
RRER - $%l%¢faﬂ&ﬁzxﬁxﬁ%%):"%ﬁﬁh
B UEFEREBEARTRES - M &
SECERIRIETREREE - BRIFEHER IR
R EER [gelRBFRE] —8isit -



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

During the Reporting Year, the Group’s total GHG emissions intensity
was approximately 1.03 tCO e per employee, which was decreased
by approximately 9.65% compared to the previous year. This can be
attributed to efficient energy conservation measures, leading to the
significant decrease in the energy indirect GHG emissions, as well as
the total GHG emissions.

The Group’s GHG emissions performance was as follows:

RE - #HgRERRE (K)

RAREFE - AEBEMNEREREHENE
EABLZEEMNIRB_EIREE  HK
EERAL#9.65% o WA AR AR A MM ED
BefE e - KIRBIKEERMEE R E R BN K
BBEREBHNE -

AEERMREREHEMRIBUOT ¢

For the Year Ended 31 March
BZE=A=1+—HILEE

GHG Emissions™ Unit 2022 2021 2020
BERBEHEMR B —Eg-= —EF-—F —E-FTF

Scope 1 — Company vehicles tCOe
#E1— RAAE W —E(LREE
Total Direct GHG emission tCO.e
EERERBHHREE W_SEtHRER
Scope 2 — Purchased electricity tCO ae
#HE2—INEEN %{t XS E
Scope 3 — Paper consumption and
business travel tCO.e
#[E 3 — MRBERELEBER WE — S LIRE 8
Total Indirect GHG emissions tCOe
BEEEREHRAE M_StBRER
Total GHG Emissions — Scope 1,2and 3 tCO.,e
BEEREHNE - #E1 2K3 M_StBRER
Total GHG emissions intensity™ tCOe/employee
BEEREHERRE W_SE{tRER &S

Note(s):

12 GHG emissions data is presented in terms of carbon dioxide equivalent
and are based on, including but not limited to, “The Greenhouse Gas
Protocol: A Corporate Accounting and Reporting Standards” issued
by the World Resources Institute and the World Business Council for
Sustainable Development, “How to prepare an ESG Report — Appendix
II: Reporting Guidance on Environmental KPIs” issued by the Stock
Exchange, “Global Warming Potential Values” from the Fifth Assessment
Report (AR5) of the United Nation Intergovernmental Panel on Climate
Change, and the 2021 Sustainability Report published by the HK
Electric Investments.

17.24 18.05 21.71
17.24 18.05 21.71
28.84 52.36 73.70
24.67 21.87 89.15
53.51 74.23 162.85
70.75 92.28" 184.56

1.03 114 2.15
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e Relevant figure is restated to present the actual total GHG emissions for

the year ended 31 March 2021.

i As at 31 March 2022, the Group had a total of 69 (2021: 81; 2020: 86)
employees. These data are also used for calculating other intensity

data.

Although the Group considers that the air emissions are insignificant
due to the Group’s business nature, the Group has adopted various
vehicle control measures to minimise the pollutants emitted during its
business operation that are described above in this section.

The Group’s air emissions performance was as follows:

Air Emissions Unit
EERBER B
Nitrogen Oxides (NOx) g
AE/H (NOx) =)
Sulphur Oxides (SOx) g
e k¥ (SOx) =
Particulate Matter (PM) g

BT RLF (PM) )
SEWAGE DISCHARGE

As the Group does not consume a significant volume of water during
its daily operation, its business activities did not generate material
discharges into water during the Reporting Year. Moreover, both the
water supply and discharge are solely controlled by the building’s
management office, and so it is considered that the provision of water
withdrawal and discharge data or sub-meter for individual occupant
not feasible. More water conservation measures are described in the
section headed “Water Consumption” under aspect “Environment”.
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For the Year Ended 31 March
BZE=A=1+—HLFE

2021 2020

—EF-—F —E-THE

4,358.18 4,880.07 5,976.00
95.29 98.00 120.00
320.88 359.31 440.00
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

WASTE MANAGEMENT

Hazardous Waste

In view of the Group’s business nature, the Group did not generate a
material amount of hazardous waste during the Reporting Year. Where
it is required to handle hazardous waste, the Group will independently
store and transport to third-party professionals for safe and legal
processing.

Non-hazardous Waste

The solid wastes generated by the Group are non-hazardous wastes,
including domestic garbage and recyclable wastes. During the
Reporting Year, the Group has set target to maintain the total non-
hazardous waste disposal intensity at the level of 0.02 tonnes per
employee for the next year. To achieve the target, the Group has
taken various measures to minimise the environmental impact and
promote “green office” concept. In particular, the Group promotes
“think before you print” attitude in order to encourage paperless office
by facilitating the use of electronic means for communication such as
intranet, email, internal workflow system. Relevant waste reduction
measures include:

° Digitalise the business operation to reduce printing and paper
copies;

° Encourage duplex printing and reusing any single-side printed
papers;

° Set up recycling bins to collect recyclable products; and
° Encourage employees to reduce the use of one-off products.

During the Reporting Year, the Group's total non-hazardous wastes
disposal intensity was approximately 0.02 tonnes per employee,
which was the same as the previous year, staying at a low level. This
can be attributed to the high awareness of the employees in waste
reduction from source and the business nature of the Group.

RE - #HgRERRE (K)

B EHE
BERY

ENAEENEBEE - AEERAREF
B BELAEBEEEREY - WEERERE
Y - AREE KA EEMB L T B
RRE-NEXRBUETLZERENE
e

BEREY

AEEELNERRY REZEY  BEE
B Ne AI W REY) c MAREFE - ARE
EEHIERE  E N FESEESENE
EERERFEERES 0.02BEHKF » RE
HZ BR  AREE RIS BERRELYR
BOREAREIRERIE] MIET - K
SEFHREIEHN=R]EX #E8T
ERAEFERAS - FIINABE B8 - K
BIERERRE - ABBEALCHD - 18
BB R IR T 245

e BEBZEETFUARDITEIRER
N

s WBEEITEIREEEMABMEITER
9K

o MELOMMEEREAEKER: &
s HEEERIMER—RMER -
RABREFE  AEEREZTENRETR
ROGEEE 0021 - HEEF—HHER

FEARIKSFE o ] DA SR R E B $ R SRR RE Y
BARSRASENEBLEM -

FEERERIEEBR AT
—ECCEER

111



F,____‘_f*
ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

112

RE  -dHERERHE (K)

The Group’s waste disposal performance was as follows:

Non-hazardous wastes

BmEEY

AEENENRERRWT

For the Year Ended 31 March
BZE=A=1+—HLLEE

Unit 2022 2021 2020
By —=s-= T4 —ETF

Office paper
MWAERAA

Total non-hazardous waste disposal

HEEBRYRE

Total non-hazardous waste disposal intensity

HEERYNRERE

ENERGY CONSUMPTION

tonnes

188

tonnes

L}

tonnes/employee

W EE

The major sources of the Group’s energy consumption were petrol

consumed by company vehicles and electricity used in the offices.

To minimise the environmental impacts of energy consumption from

the Group’s business operations, the Group has set target to reduce

the total energy consumption intensity (kWh/employee) by 2026,
using the Reporting Year as a baseline year. To achieve the target,
the Group encourages employees to establish energy-saving habits

at office and has also implemented various energy saving measures

including:

o Replace intelligent lighting control system with LED bulbs;

° Maintain indoor temperature at 25.5°C;

° Conduct regular maintenance to avoid possible unnecessary

energy usage;

° Use electronic devices in energy-saving mode where possible;

and

° Participate in energy-saving campaign annually.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

During the Reporting Year, the Group’s total energy consumption
intensity was approximately 1,499.24 kWh per employee, which was
decreased by approximately 6.62% from the previous year due to the
effective energy-saving measures implemented by the Group.

The Group’s energy consumption' performance was as follows:

Types of Energy Unit

BEIR AR Y B
Petrol kWh

vk FH#
Electricity kWh

EP) TRA
Total energy consumption kWh
BEERHFER FRE
Total energy consumption intensity kWh/employee
HBEERHRERE TRE &S
Note(s):

ik The unit conversion method of energy consumption data is formulated
based on the Energy Statistics Manual issued by International Energy
Agency.

1L Actual diesel consumption was approximately 6,482.50 litres, 6,666.00
litres and 8,163.27 litres during the Reporting Year, 2021 and 2020
respectively.

RE - #HgRERRE (K)

RABREFE  AEBENGERERZES
BHREE#1,499.24 TR - B E{EAFER
L#16.62% + HTYARAEBETHERNE

BEFEHE
AEENRLREFEPREAT ¢

For the Year Ended 31 March
BE=A=1+—HLFE

2022 2021 2020
—E-= —E-—%F —EFF
62,824.23 64,602.64 79,113.13
40,623.00 65,450.00 92,124.00
103,447.23 130,052.64 171,237.13
1,499.24 1,605.59 1,991.13

BT -

v BERBRBIEN B0 E A MR B ER
BEREPTEM 2 CRERENIET ) -

6 RARREFE T FR_T-TF
HERLEHEEED R L A6,482.50 2
7+ 6,666.00 AF 2 8,163.27 X Ft °

FEERERIEEBR AT
—ECCEER

ol

e s
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RE  -dHERERHE (K)

WATER CONSUMPTION

The Group’s water consumption is minimal as it operates in office
premises of which both the water supply and discharge are solely
controlled by the building’s management office, and therefore the
provision of water withdrawal and discharge data or sub-meter for
individual occupant not feasible. Target for water efficiency is also
not presented as water consumption data is not applicable. Yet,
the Group promotes water saving practices in the workplace by
encouraging its employees to reduce water use in order to raise the
awareness on water conservation, including:

o Conduct regular maintenance and repair of toilet flushing
system;

o Remind employees to turn off taps tightly after using to avoid
dripping of water;

o Use water-saving appliances in water facilities where possible;

o Notify relevant department if problems are found to avoid
wasting water resources; and

° Post water-saving reminders in pantry and toilets to remind
employees on water conservation.

USE OF PACKAGING MATERIALS

Since the Group is principally engaged in the provision of financial
services, packaging is not involved in the usual course of the Group’s
business, and therefore the use of packaging materials during the
Reporting Year is not applicable.

China Fortune Financial Group Limited
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

WORKING ENVIRONMENT

To enhance working efficiency, the Group is committed to providing
employees a comfortable and green workplace. Office areas are
inspected regularly to ensure that a good working environment is
maintained. Once the Group has promptly found problems within
the workplace, precautionary measures will be taken to minimise
the potential harm to employees. In addition, the Group monitors
the indoor air quality of the workplace regularly, and cleans air-
conditioning systems regularly to maintain good indoor air quality.

THE ESG REPORTING GUIDE CONTENT
INDEX OF THE STOCK EXCHANGE

Mandatory Disclosure Requirements

SR i B E

RE - #HgRERRE (K)

TIFR%E

RETTTERER - AEBEAGK RESIRMEET
BRAABN TR  YEMRERAEIA
ERERF RN THERE - —BAKREET
YRS R R A - RIRETE 16 EE

ERAIHBTIMEBESE - B9 AREE
HERTESAANEANEZEREE - YEH
BRERRG  EMERRINERNZERE

Section/Declaration

BB

Governance Structure
ERiE

Reporting Principles
HERA

Reporting Boundary
wESHE

Overview — The ESG Governance Structure
B —RE  HgRERNELRRE

Reporting Framework

REESR

Reporting Scope

HwEHE

PEERERIEEAR

A7)

—ECCEER
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

Subject Areas,
Aspects, General
Disclosures and KPIs

FEHE  E@-
—REBERERE
BIER

Aspect A1: Emissions

EE A1 : iR

General Disclosure
—AEH

RE  -dHERERHE (K)

Description
Rat

Information on:

(a) the policies; and

(b) compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
Exhaust Gas and GHG emissions, discharges into
water and land, and generation of hazardous and
non-hazardous waste.

BEBERKAEREHER - AR LEES - BERESE

BEEYNELEZ

(a) BX: Xk

(b) EFTHEITABEAZENHBERLBROINER -

Section/Declaration

2H B

Environmental
53

KPI A1.1
BB RIEIR AL

The types of emissions and respective emissions data.

BERTE SR R ARREHE AR -

Environmental — GHG Emissions
and Air Emissions
IR — RERBEERNERIEN

KPI A1.2
RRRANIEIRAL2

Direct (Scope 1) and energy indirect (Scope 2)
greenhouse gas emissions (in tonnes) and, where
appropriate, intensity (e.g. per unit of production volume,
per facility).

B (BE1) RgREE (SEE2) AERBHNE (AN
8) &R (ER) BE (WABESEN - BIERHTE) °

Environmental — GHG Emissions
and Air Emissions
IRIE — RE RSB B R B

KPI A1.3
RARERIEIRALS

Total hazardous waste produced (in tonnes) and, where
appropriate, intensity (e.g. per unit of production volume,
per facility).

FEXEEEEDESE (UEEE) &k (WER) %E (B
BERER - FERMEHE) -

Environmental — Waste
Management
B — BEWERE

KPI A1.4
RRENIERAL4

Total non-hazardous waste produced (in tonnes) and,
where appropriate, intensity (e.g. per unit of production
volume, per facility).

FEABEEREEWAEE (UHHE) &k (WER) BE (1A
SEREN - FEREHE) -

Environmental — Waste
Management
RIS — BYER

KPI'A1.5
RSRAEIEIR AL

Description of emissions target(s) set and steps taken to
achieve them.

WA L ABERE B IR R RERIE L B R PR -

Environmental — GHG Emissions
and Air Emissions
RIR — RERBBBER M E RN

KPI A1.6
RRSHEIEIR A6

Description of how hazardous and non-hazardous wastes
are handled, and a description of reduction target(s) set
and steps taken to achieve them.

MR EERBEZREEMN L - REAPTRI 8RB
EREDEL B IRATERE A 8R

Environmental — Waste
Management
R — EYERE
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

RE -

Subject Areas, Description
Aspects, General Hat
Disclosures and KPIs

TEHE - EH -
—REERERE

MiEE

Aspect A2: Use of Resources

EHEA2 : EIRERA

HEREREE (&)

Section/Declaration

2H B

General Disclosure Policies on the efficient use of resources, including energy, | Environmental
—RIREE water and other raw materials. B
ERERAER (BIEER - KREARME) HBUR -
KPI'A2.1 Direct and/or indirect energy consumption by type (e.g.| Environmental — Energy
BRI BUEIZ A2.1 electricity, gas or oil) in total (kWh in '000s) and intensity | Consumption

(e.g. per unit of production volume, per facility).
REAESMERR SHEER (NE - |h) EREE
(AFETERRE) REE (NASES S - FIERMET

At

R — ERER

&) o

KPI A2.2 Water consumption in total and intensity (e.g. per unit of | Environmental — Water

FASERIEIR A2.2 production volume, per facility). Consumption
BRKERTE (MAGESEN - BEREE) ° IRIE — KRB

KPI A2.3 Description of energy use efficiency target(s) set and|Environmental — Energy

BB WIEE A2.3 steps taken to achieve them Consumption
P RT L VAR E A e B R RAETE L B IRFTEERE | IR — seRUERE

KPI A2.4 Description of whether there is any issue in sourcing water | Environmental — Water

RARESIEIZ A2 .4 that is fit for purpose, water efficiency target(s) set and | Consumption

steps taken to achieve them.
F st SKERE AR /ORI A EAAIFERE - LA KPR AT S 89 K E:
BERAEDEL B EFERIA R -

RIE — KRR

KPI A2.5 Total packaging material used for finished products (in
BB RUIEIR A2.5 tonnes) and, if applicable, with reference to per unit
produced.
BN MATAREMENEE (UNEETE) & (ER) 84E
EBfirfh o

Environmental — Use of
Packaging Materials
IR — BREMERERA

FEEREREEARAR
e
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

Subject Areas,
Aspects, General
Disclosures and KPIs

TEHE - EH -
—REERERE
MiEE

Aspect A3: The Environment and Natural Resources

BEA3 : BERRARER

General Disclosure
—ARH R

RE  -dHERERHE (K)

Description
Rat

Policies on minimising the issuer’s significant impact on
the environment and natural resources.

REEIT AR RAREREREAZENBK -

Section/Declaration

2H B

Environmental — Working
Environment
BRI — TIFIRIR

KPI A3.1
RRRAEIETR AS 1

Description of the significant impacts of activities on the
environment and natural resources and the actions taken
to manage them.

ML RBRHHRREERAERNE
R ENITE -

TENOERNEREAR

Environmental — Working
Environment
RIR— TIFIRIR

[ETHE A4: RIRE1L
General Disclosure

—RIE

Aspect A4: Climate Change

Policies on identification and mitigation of significant
climate-related issues which have impacted, and those
which may impact, the issuer.

BRI REHE R RIS HBETTAEERENEARIXEH
EEMBUR ©

Environmental — Climate Change
Mitigation and Adaptation
BRIE — RIREMC YRR KB

KPI A4.1
RRSHEIETR A1

Description of the significant climate-related issues which
have impacted, and those which may impact, the issuer,
and the actions taken to manage them.

HABEE R EHBRITAEEATENERRGEFRER -
NESI1TE) ©

Environmental — Climate Change
Mitigation and Adaptation
RIE — RIREEEORAE K E
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)
RiE  HERERBRE (A)

Subject Areas, Description
Aspects, General i
Disclosures and KPIs

-3 -

—BREERERE

MR

Aspect B1: Employment

EmEB1 : EfE

General Disclosure Information on:
—RIEEE (a) the policies; and

(b) compliance with relevant laws and regulations that
have a significant impact on the issuer relating
to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal
opportunity, diversity, antidiscrimination, and other
benefits and welfare.

EHET R E  BEREA  TERE BB TEK

2 Zifb - RBARAREAMFEREFR -

Section/Declaration

BE B

Employment and Community
Investment

BREAEREE

(a) B &

(b) BTFHBETAGEAZENHEEERLROINER -
KPI B1.1 Total workforce by gender, employment type, age group | Employment and Community
RASRIEBUEIZ BT A1 and geographical region Investment — The Group's People

RIER - RBERE - FiREN RS STNEEER -

Policy
BREEREE — AEBATH
R

KPIB1.2 Employee turnover rate by gender, age group and
FASRIEBUEIEB1.2 geographical region.
BRI - FRARNRMESI SR EERKLLE -

Employment and Community
Investment — The Group’s People
Policy

BRERMERKE — AEEATK
&R

FEEREREEARAR
e
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

Subject Areas,
Aspects, General

Disclosures and KPIs

FTEHR - EFH -
—RIXEREARE
IR

Aspect B2: Health and Safety
EEB2: RERZE

General Disclosure

—RIE

RE  -dHERERHE (K)

Description
g

Information on:

(a) the policies; and

(b) compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
providing a safe working environment and protecting
employees from occupational hazards.

FARELZ 2 TIFRERREREES#HEBELEEZN

(a) BER &

(b) BFHBETAGEAZENHEBERLROINER -

Section/Declaration

8-yl

Employment and Community
Investment — Employees’ Health

and Safety
EERMRKE — EEEREY
£

WA R BT 256 - ARBEBERITRESRT
e

KPI B2.1 Number and rate of work-related fatalities occurred in | Employment and Community
RASR A WFEIZ B2.1 each of the past three years including the reporting year. | Investment — Employees’ Health
BE=F (PREREFE) SFATITHMHABURLE - and Safety
REAMERRE —EERRER
=)
KPI B2.2 Lost days due to work injury. Employment and Community
AR ERUIEIE B2.2 ETIEEAIIEES - Investment — Employees’ Health
and Safety
BRERREKE —EEERER
£
KPI B2.3 Description of occupational health and safety measures | Employment and Community
FARRENIEIEB2.3 adopted, and how they are implemented and monitored. | Investment — Employees’ Health

and Safety
ERETREE — EEREER

X
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

Subject Areas,
Aspects, General
Disclosures and KPIs

E-3 -
—RIREREARE
IR

Aspect B3: Development and Training

fEE B3 : BERIEI

General Disclosure

—RRIEE

RE HE8REAR

Description

ik

Policies on improving employees’ knowledge and skills
for discharging duties at work. Description of training
activities.
EBRAEER
EE ©

TTTERE M AN R R BE VR - HE s 3

wE ()

Section/Declaration

::kk/é Eﬂ

Employment and Community
Investment — Employees’
Development and Training
ERARKRE —EBER NS
Ell

KPI B3.1
RS AERUIEIR B3 1

The percentage of employees trained by gender and
employee category (e.g. senior management, middle
management).
BRI REEER (WEREEE -
JlEEBE DL

FREZE) 85 HE

Employment and Community
Investment — Employees’
Development and Training
EREEREE —EBEER
Bl

Kig

KPI B3.2
MR B3.2

The average training hours completed per employee by
gender and employee category.

ZERIREEERE D BREE KNI TFIRE -

Employment and Community
Investment — Employees’
Development and Training
BREEREE — EEHERIE
Bl

Aspect B4: Labour Sta
[EEB4 : T %R

General Disclosure

—RRIEE

ndards

Information on:

(a) the policies; and

(b) compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
preventing child and forced labour.

BN 1L E Taksa 55 THY

(a) BER &

(b) EFTHETABEAZENHBERLBROINER -

Employment and Community
Investment — Labour Standards
EBREEREE — S5 TAER|

KPI B4.1
R AERUIEIR B4

Description of measures to review employment practices
to avoid child and forced labour.
R BB R E T REHIST -

Employment and Community
Investment — Labour Standards
EEktEEE — ST A8

KPI B4.2
BRI IEIR B4.2

Description of steps taken to eliminate such practices
when discovered.
RME IR E RIS NRERE BB REE K -

Employment and Community
Investment — Labour Standards

BREALERE — ST AR

TEERTREEBRAR
TBROCFERK
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

Subject Areas,
Aspects, General

Disclosures and KPIs

FTEHR  EFE -
—RIBEERBARE
HER

Aspect B5: Supply Chain Management
[EEBS5 : fEHEER

General Disclosure
—RR IR

RE  -dHERERHE (K)

Description

ik

Policies on managing environmental and social risks of the
supply chain.
ERHEENRE R GREBRBUR o

Section/Declaration

w8

Sustainable Business Operations
— Supply Chain Management
AR EE — HEEER

KPI B5.1
RASR AR IR BS 1

Number of suppliers by geographical region.

miEE DA HEREE -

Sustainable Business Operations
— Supply Chain Management
AIRHERETSEE — HEEERE

KPI B5.2
BASRIAIEIZEB5.2

Description of practices relating to engaging suppliers,
number of suppliers where the practices are being
implemented, and how they are implemented and
monitored

fi G I R EY - MERITEBEHNHERE
B URMEERITREERTE -

Sustainable Business Operations
— Supply Chain Management
AR EE — HEEER

suppliers, and how they are implemented and monitored.
R SRR BRI R 8 % A ERIREE mn RTG RO 1B B - AR
AT REER A ©

KPI B5.3 Description of practices used to identify environmental | Sustainable Business Operations
ARAEIEIEB5.3 and social risks along the supply chain, and how they are | — Supply Chain Management
implemented and monitored. ARG EE — HEEERE
A BRI EE S ERE M RIE It g AR AER - A
NABRARIT MBI TA -
KPI B5.4 Description of practices used to promote environmentally | Sustainable Business Operations
AREIEIEB5.4 preferable products and services when selecting|— Supply Chain Management

AREEGEE — HERERE
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)
RiE  HERERBRE (A)

Subject Areas, Description
Aspects, General ot
Disclosures and KPIs

TEHE - EFH -
—REERERE

MEEE

Aspect B6: Product Responsibility
[EmB6 : EmEE

General Disclosure Information on:
—MRIEEE (a) the policies; and

(b) compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
health and safety, advertising, labelling and privacy
matters relating to products and services provided
and methods of redress.

BRMRHERNMRENRERELSE  BS REIMES

Section/Declaration

BH B

Sustainable Business Operations
AIRHE RS EE

HEIARBEROT AR

(a) BE: K

(b) ETFTHEITABEAZENEBEEZRABNEER
KPI B6.1 Percentage of total products sold or shipped subject to | Sustainable Business Operations
RS IE1Z B6. 1 recalls for safety and health reasons. — Product Responsibility

PERCDEXERBHEPRLHEFRIEAMADNKNE D | FIREXKEE —EmEE

G C
KPI B6.2 Number of products and service related complaints | Sustainable Business Operations
RS A IEIZ B6.2 received and how they are dealt with. — Customer Services

BB E m KRG HIRF BB AR EE 7K - B EE — TP RS
KPI B6.3 Description of practices relating to observing and | Sustainable Business Operations
IR AEIEIZ B6.3 protecting intellectual property rights. — Responsible Marketing

Fi ot B4 T I ORPE AN EE MR AR B B o AREEGEE — AEELH
KPI B6.4 Description of quality assurance process and recall | Sustainable Business Operations
SR ENIE1E B6.4 procedures. — Product Responsibility,

HilEERTRENRERBWIER

Customer Services
AEEEKEE —ERETF
= AR5

KPI B6.5 Description of consumer data protection and privacy

IR AETIEIZB6.5 policies, how they are implemented and monitored.
BB ERRERFLBECE - URBARITRERS
/ﬁ ©

Sustainable Business Operations
— Customer Privacy Protection
and Cyber Security
AFEEGEE — TPLRRE
ST

FEEREREEARAR
e
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

Subject Areas,
Aspects, General
Disclosures and KPls

TEHE - EH -
—REERERE
MR

Aspect B7: Anti-corruption
EEB7 : RES
General Disclosure
—ARIREE

RiR - HERERES (H)

Description
g

Information on:

(a) the policies; and
(b) compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
bribery, extortion, fraud and money laundering.
BRI LR - B1R - BGFROEREM

(a) BXE: Kk

(b) EFHBETABEATENEBERLBROINER -

Section/Declaration

BH B

Business Ethics and Practice

BFEERNER

KPI B7.1
RN IR BT 1

Number of concluded legal cases regarding corrupt
practices brought against the issuer or its employees
during the reporting period and the outcomes of the
cases.
RERBANEBITASERBEREYEEENE)THFARMGE
BB B RFRER -

Business Ethics and Practice
EEBEERER

waREE k8 TRHEMNRESHE -

KPI B7.2 Description of preventive measures and whistle-blowing | Business Ethics and Practice —
RABEAERIBIZERT 2 procedures, how they are implemented and monitored. Whistleblowing Mechanism

He By S35 b SR HRAR T - ARABRBIT REERE © RFBEEREHR — Bmd
KPI B7.3 Description of anti-corruption training provided to directors | Business Ethics and Practice —
ARENIEIEBT.3 and staff. Anti-corruption and Fraud, AML

and CTF
PMEBERTHR — REFRK
FF REBERZGE
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)
RiE  HERERBRE (A)

Subject Areas,
Aspects, General

Disclosures and KPIs

TEHE - EH -
—REERERE
WiEE

Aspect B8: Community Investment
[EEBS : +EHRE
General Disclosure
— MR

Description

Policies on community engagement to understand the
needs of the communities where the issuer operates
and to ensure its activities take into consideration the
communities’ interests.
B RBERTHREEMELERTENRREEREY
SERARNAMEE

Section/Declaration

BB

Employment and Community
Investment — Community
Investment

BREMERE —HERE

KPI B8.1
FAS AR E1R B8 1

Focus areas of contribution (e.g. education, environmental
concerns, labour needs, health, culture, sport).
EIERER (WHE BESFE SIER #ER X

ft 85) -

Employment and Community
Investment — Community
Investment

BREIMERE —HRERE

KPI B8.2
RSN IEIR B8.2

Resources contributed (e.g. money or time) to the focus
area.

EFISRBEMBRER (MERNKERH)

Employment and Community
Investment — Community
Investment

BREIMERE —HRERE

FEEREREEARAR
e
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INDEPENDENT AUDITOR’S REPORT
BYRBEHRES

IBDO

EEE 1 +85222188288
{851 : +8522815 2239

Tel : +8522218 8288
Fax: +852 2815 2239
www.bdo.com.hk

25t Floor Wing On Centre
111 Connaught Road Central
Hong Kong

HEBTHEER11158
Tk ZHRI2518

www.bdo.com.hk

To the members of China Fortune Financial Group Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China
Fortune Financial Group Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 133 to 271, which comprise
the consolidated statement of financial position as at 31 March
2022, and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including
a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
March 2022, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”)
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

China Fortune Financial Group Limited
Annual Report 2022
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INDEPENDENT AUDITOR’S REPORT (Continued)
BURBMKEESE (H)

FRRETEE

ARETFEERERMANERAE - A7
BAHRGE VB RRNBARRBEENS
H o R EERERMBAERGS P BRE
FEKRBMEENERRRE - mEMTE
HREERERERNER

KEY AUDIT MATTERS

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

How the matter was addressed in our audit

RAPWETNAEEZEE

The Key Audit Matters
HRETEE

Expected credit losses on loan and trade receivables

BHRERKEZEBURR2EAREEEE

Refer to notes 2.17 and 21 to the consolidated financial statements and the key sources of estimation uncertainty in
note 4

BEFFEFRAM T 2.17 K 21 A R 15 4 1551 TR ZE 2 2T

At 831 March 2022, the Group’s loan and trade
receivables of approximately HK$98,264,000 net of

Our audit procedures to assess sufficiency and
appropriateness of expected credit loss allowances
included the following:

A EREEERRENT O EMEE SN ETIEF

expected credit losses of approximately HK$2,793,000

on aggregate.

RZBE-_—_F=ZA=+—H ' BEBZERKEZRK
Z 5 W BR 7049 98,264,000/8 7t H KR FE B B B 18
4EEBH) 2,793,0008 7T °

Assessing the expected credit losses of loan and trade
receivables requires the management’s judgement
and uses of estimates in determining the probability
of default occurring by considering the aging of
receivables, historical payment record and loss
experience, fair value of collaterals and forward-looking
information.

AHERKERNE SRBERENEESEFTEZERE
JE HI DA R R ET - 3B BE BRUGRIARE - B
SRR EERR  ERRORFEALIELTE
HETEERONM M -

BETHIRIA

inquired management regarding credit policies,
and evaluated the controls that management has
established to oversee and keep track of loan and
trade receivables.
AREEEAMEERR Y hTERERZYLM
HRWE T E 5 FE W BR FROE 1T B B A0 BR i &0 22
B o

tested on a sample basis, the values of collaterals
including pledged securities and properties of margin
financing accounts and mortgage loans respectively;
U EENAFRERRERE MRBERNER @
WEE  BEERESNYE

reviewed and questioned on a sample basis, credit
profiles and reports of selected customers;

MR EEHEIERTPNEABREREETE
B M
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INDEPENDENT AUDITOR’S REPORT (Continued)
BYRBMKRESE (F)

KEY AUDIT MATTERS (continueq) EEREETEIE @

The Key Audit Matters (Continued) How the matter was addressed in our audit (Continued)

MRETEE (K EMWEFTMAEEZER (8)

Expected credit losses on loan and trade receivables (Continued)

BRERKREZBUEREREERHE (&)

Refer to notes 2.17 and 21 to the consolidated financial statements and the key sources of estimation uncertainty in
note 4 (Continueq)

ERRE RN 217 K 21 LA R BfaE 4 185+ T BB 2.2 F 2R (&)

We identified expected credit losses of loan and trade —  reviewed expected credit losses individually for the
receivables as a key matter due to significant balances rationale and indicators, and questioned the basis
and the extent of estimation involved. leading to the loss; and
ZRINEREHRRAERE B ROEKRMGE - HKFH EEERIEMEEBENTEERERIEER  THE
BWERRE ZRERKERNTEREEBIERETE A ER BRBEEEELRR : &

EHHEE -

— assessed the estimated future cash flows by
examining the historical repayment records, historical
loss rate of trade and loan receivables, information
regarding the current creditworthiness and any
significant changes in credit quality of the debtors,
and the adjustments to forward looking information.
FRREREERRLE  BRERKE FHEKRD
BEEEE EBAERGEEREELEREMNER
SEHEEE R AR EER T EESTRKR SR

=

E-°
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INDEPENDENT AUDITOR’S REPORT (Continued)

OTHER INFORMATION

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

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

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

DIRECTORS’ RESPONSIBILITIES FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

The directors are also responsible for overseeing the Group’s financial
reporting process. The Audit Committee assists the directors in
discharging their responsibility in this regard.

BYRBEHRES (H)
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INDEPENDENT AUDITOR’S REPORT (Continued)
BYRBMKRESE (F)

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

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We report our opinion solely to you,
as a body, in accordance with our terms of our engagement and for
no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

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

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

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

° evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

China Fortune Financial Group Limited
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INDEPENDENT AUDITOR’S REPORT (Continued)

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

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

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

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

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

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, actions taken to eliminate threats or safeguards applied.
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INDEPENDENT AUDITOR’S REPORT (Continued)
BYRBMKRESE (F)

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

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

OTHER MATTER

The consolidated financial statements of the Group for the year ended
31 March 2021 were audited by another auditor who expressed an
unmodified opinion on those statements on 29 June 2021.

BDO Limited
Certified Public Accountants
Chan Wing Fai

Practising Certificate no. P05443

Hong Kong, 29 June 2022

China Fortune Financial Group Limited
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
REREREMEEHKER

For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2022 2021
—=2-— —E-—F
Notes HK$°000 HK$'000
LiEz3 FExT FHT
Revenue A 5,6 58,487 131,718
Net investment (losses)/gains BE (BE) W58 10 (3,151) 18,952
Cost of brokerage and other services 440 B H fth R 755 2 B AR (24,942) (29,256)
Other income EH YA 7 2,146 9,155
(Expected credit losses) (“ECL”)/ EWE S E 5 EWER K
reversal of ECL on loan and trade 2 (GBEEEEE)
receivables, net ([faEErsEl) 8 (5,425) 7,120
TBEEEE R R FE
Impairment loss REEE (17,586) —
Staff costs BT 10 (51,702) (66,252)
Other operating expenses HAaZ Rz 10 (25,770) (55,799)
Finance costs BhE A 9 (11,570) (23,223)
Share of losses of associates FE(RE & N Al fEs1E 9) (347)
Share of losses of joint ventures [E1E & & R AElEE (12) 5)
Loss before tax BB ATE R 10 (79,534) (7,937)
Income tax credit/(expense) FisRiEe, (Ax) 11 225 (5,558)
Loss for the year AEEEHER (79,309) (13,495)
Other comprehensive income Hit2E K=
Items that may be reclassified BE1# A] ERT S AE R 1B B
subsequently to profit or loss: ZHE -
Exchange differences arising BREBINEBESE
on translation of foreign operations 2 MEH ERR 144 6,581
Share of other comprehensive FEAGESE & A Bl Bt 2 E W s
income of associates 2,605 7,631
Share of other comprehensive FE(G A E QAR AR
income of joint ventures 43 77
Release of share of HERRRELEEERF]
other comprehensive income Hh 2
of joint ventures upon disposal 68 —
2,860 14,289
Total comprehensive (expense)lincome AFEEZME (BIx) WAL
for the year (76,449) 794

Loss per share for loss attributable to

owners of the Company
Basic
Diluted

AATEE AELEE
ZERER
A 14
5 14

HK cents &1l HK cents 711l

(8.66) (1.47)
(8.66) (1.47)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ma MR AR R R

As at 31 March 2022 R =—FE - —#=H=1+—H

2022 2021
—E-— T
Notes HK$°000 HK$'000
BsE FET FAT
Non-current assets FRBEE
Property and equipment LEIE T 15 — 22,131
Goodwill Bl 16 — 3,994
Loan receivables U E K 21 — 31,107
Other non-current assets HEMIEREEE 17 6,978 6,978
Interests in associates kN e 18 105,046 102,450
Interests in joint ventures INENAYNE] P 50y 19 — 1,064
112,024 167,724
Current assets REBEE
Financial assets at fair value through ZRAHEYAEZRER
profit or loss (“FVTPL”) (TRAFEIA
BEE) comEE 20 5,391 101,230
Loan and trade receivables JEWER M E ZREWERR 21 98,264 121,177
Contract assets BHEE 22 — 519
Other receivables, deposits HAEWHIE ~ Ze &k
and prepayments TR RUIR 23 21,006 27,534
Tax recoverable GBI E 2,171 5,991
Bank balances and cash — trust RITERNIRE — 558 24(a) 175,336 267,419
Bank balances and cash — general IRITEBREIRE — —K 24(b) 190,418 263,850
492,586 787,720
Current liabilities REBEE
Trade payables, other payables B SR - HAibfE
and accruals RRIE R BT E A 25 179,461 293,910
Financial liabilities at FVTPL BATEIAEZRER
ZHBRE 20 — 420
Contract liabilities aREE 22 419 380
Lease liabilities HEaFE 26 6,790 7,696
Loan payables EREK 27 100,458 161,318
Convertible bonds AR ES 28 — 21,604
Corporate bonds NaElfES 29 33,007 78,955
Tax payable FERTIE 1,266 3,322
321,401 567,605
Net current assets REBEERE 171,185 220,115
Total assets less current liabilities EERERRBER 283,209 387,839
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)
mEMBRRER (&)

As at 31 March 2022 R=F - —#=H=1+—H

2022 2021
—E-—fF —ET-—F
Notes HK$°000 HK$'000
B 5 FET BT
Non-current liabilities FRBERS
Lease liabilities HEEE 26 4,831 11,194
Corporate bonds RNRESH 29 30,519 52,337
35,350 63,531
Net assets EEFE 247,859 324,308
Capital and reserves ERRHE
Share capital &7 30 91,531 91,531
Reserves B 156,328 232,777
Total equity S 247,859 324,308
XIE Zhichun ZHUYi
HEE KB
Chairman Director
*E E

HEEREREBERAR

S



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEEmB R

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

Attributable to owners of the Company

ANAREAEL
Convertible
Share Share  Translation bond Special Capital Other  Accumulated Total
capital premium reserve reserves reserve reserve reserve losses equity
TaR
ks RGEE EifE  BHRE  GHER BARE  EftRA ZitER  EREE
HK$'000 HK$ 000 HK$000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
Thn Thn THn Thn Thn Thn Thn Thn Thn
At 1 April 2020 R=Z-Z£MA-A 91,631 689,003 (17,819) 19,159 13,524 1,863 (3,440) (470,307) 323514
Loss for the year TEEER - - - - = = = (13,495) (13,495)
Other comprehensive income FERAMRENE :
for the year:
Exchange differences arisingon BB EREL 2B 28
translation of foreign operations — — 6,581 — — — — — 6,581
Share of other comprenensive FBEATE 2 ENE
income of associates — — 7631 — — — — - 7631
Share of other comprehensive EERERTE M RIS
income of joint ventures — — 7 — — — — — m
Total comprehensive FEELAENESE
income for the year - — 14,289 — — — — (13.495) 794
Lapse of conversion option SRR (ik2e)
at maturity (note 28) — — — (13,998) — — — 13,998 —
At 31 March 2021 RZF=-%=f=1-A 91,631 689,003 (3.530) 5,161 13,524 1,863 (3,440) (469,804) 324,308
At1 April 2021 B —#mA-A 91531 689,003 (3530) 5,161 13524 1863 (3440)  (469804) 324,308
Loss for the year TEERR - - - - - - - (79,309) (79.309)
Other comprehensive REEEMRENE :
income for the year:
Exchange differences arsngon ~~ AEBIEBEEZEREE
translation of foreign operations - - 144 - - - - — 144
Share of other comprehensive EEBAND2ERE
income of associates — — 2,605 - — — — — 2,605
Share of other comprehensive EEEEADEEENE
income of joint ventures - — 43 — — - — - 43
Release of share of HERERERSEAR
other comprehensive income A2 ERE
of joint ventures upon disposal — — 68 — — — — - 68
Total comprehensive FEELAENESE
income for the year — — 2,860 — — — — (79,309) (76,449)
Lapse of conversion option SRR R 3k 28)
at maturity (note 28) - — — (5,161) — — — 5,161 —
At 31 March 2022 RZF-—#=f=1-A 91,531 689,003 (670) - 13,524 1,863 (3,440) (543,952) 247859
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CONSOLIDATED STATEMENT OF CASH FLOWS
RERERER

For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2022 2021
—=E-= T — —E
Notes HK$°000 HK$'000
k=3 F&xT FETT
OPERATING ACTIVITIES REEK
Loss before tax PR AT 1R (79,534) (7,937)
Adjustments for: KRBT RIE
Bad debt written off on trade B ZEWERK
receivables 2 MgE I AR 10 570 1,650
Impairment loss BB R 15,16 17,586 —
Depreciation of property and MR R ETE
equipment 15 1,856 6,403
Depreciation of right-of-use assets FREEERE 15 7773 15,584
Dividend income % B U A (229) (191)
Finance costs BERA 9 11,570 23,223
Loss on disposal/written off HE MEE Y K AR
of property and equipment it — 1,186
Interest income B UTA (239) (579)
ECL/(reversal of ECL) on loan BRE SRR E 5 FEWNERTK
and trade receivables, net ZEHEEER
(FEERs B EERE)
HER 8 5,425 (7,120)
Net investment losses/(gains) WEEE, (W) F58 10 3,151 (18,952)
Gain on disposal of joint ventures HESL ARz 19 (57) —
Share of losses of associates FEAL B & R A Es 1R 9 347
Share of losses of joint ventures EiE & E R aElEE 12 5
Operating cash flow before EEESRBA 2KE
movements in working capital RERE (32,107) 13,619
Decrease in financial assets at FVTPL ~ RAFESIABZEEREZ £/t
BERD 93,448 135,540
Decrease in loan receivables EURE R 39,877 188,886
Decrease in trade receivables B 5 AR R > 8,148 21,366
Decrease in contract assets BREERD 519 613
Decrease/(increase) in other receivables, HEWFIE « 124 K&
deposits and prepayments BRRIER A, (350) 6,528 (375)
Decrease/(increase) in bank balances  $R1T## LIRS — 25T
and cash — trust D, (35hn) 92,083 (152,854)
Decrease in trade payables, 2B SRR - HALRER
other payables and accruals HIBRETERRD (114,449) (39,769)
(Decrease)/Increase in financial liabilities A FESI AIEZEER 2 £ 8
at FVTPL BfE ORd) /Em (1,180) 4,775
Increase in contract liabilities EHBEEEN 39 270
Cash generated from operation KEEBFIBE S 92,906 172,071
Dividend income received BB BB A 229 191
Income tax refunded/(paid) BiBmE (Bf) FrSHt 1,989 (17,156)
NET CASH GENERATED FROM REXBABREFHE
OPERATING ACTIVITIES 95,124 155,106
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CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

REREREX (H)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2022 2021
—=E-= —E—HF
Notes HK$°000 HK$'000
BiteE FE&xT FAET
INVESTING ACTIVITIES REEH
Interest received B UCF S 239 579
Purchases of property and equipment B A Y% K 3% & 15 (130) (4,858)
Proceeds from disposal of joint ventures HE&EARZATEZHIEAE 19 1,220 —
NET CASH GENERATED RETEFE (FA)
FROM/(USED IN) BHE R
INVESTING ACTIVITIES 1,329 (4,279)
FINANCING ACTIVITIES B EE
Redemption of convertible bonds BRI TR ES 28 (22,260) (63,600)
Repayment of loans BEER (522,553) (748,251)
Repayment of corporate bonds BEARES (67,500) (32,810)
Repayment of lease liabilities EEEEaE (8,229) (14,458)
Proceeds from issue of corporate bond  Z1TA BlfE% 2 AT E — 10,000
Proceeds from loans ERZFEFIE 461,701 657,469
Interests paid ERFE (11,188) (17,040)
NET CASH USED IN FINANCING METHFARESFE
ACTIVITIES (170,029) (208,690)
NET DECREASE IN CASH AND ReRkBELEEYZ
CASH EQUIVALENTS W FE (73,576) (57,863)
Effect of foreign currency translation SNEHAE 2 R 144 6,581
CASH AND CASH EQUIVALENTS FHzBEERELEEY
AT THE BEGINNING OF THE YEAR 263,850 315,132
CASH AND CASH EQUIVALENTS FRZESRESEEY
AT THE END OF THE YEAR,
represented by bank balances RIRITAER R
and cash — general Be — % 24(b) 190,418 263,850
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1.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRME

For the year ended 31 March 2022 &2 —F = —4#=H=+—HIFFZE

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands as
an exempted company with limited liability and its shares
are listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The addresses of the registered office and
principal place of business of the Company are disclosed in the
corporate information section of this annual report.

The Company is an investment holding company and its
subsidiaries are principally engaged in securities and insurance
brokerage, asset management, corporate finance, margin
financing and money lending services.

The consolidated financial statements are presented in Hong
Kong dollars (“HK$"), which is also the functional currency of
the Company. Figures are rounded up to the nearest thousand
unless otherwise specified.

These consolidated financial statements for the year ended
31 March 2022 were approved by the Board on 29 June 2022.

SIGNIFICANT ACCOUNTING POLICIES

2.1 BASIS OF PREPARATION

These annual consolidated financial statements have
been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) and
the accounting principles generally accepted in Hong
Kong.

The consolidated financial statements also comply with
the applicable disclosure requirements of the Hong Kong
Companies Ordinance and the applicable disclosure
requirements of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
(“Listing Rules”).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
mEMBHRERMTE (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.1

2.2

BASIS OF PREPARATION (continued)

The significant accounting policies that have been used in
the preparation of these consolidated financial statements
are summarised below. These policies have been
consistently applied to all the years presented unless
otherwise stated. The adoption of new and amended
HKFRSs and the impacts on the Group’s financial
statements, if any, are disclosed in note 3.

The consolidated financial statements have been prepared
on the historical cost basis except for the financial
instruments classified as at FVTPL and fair value through
other comprehensive income (“FVOCI”), which are stated
at fair values. The measurement bases are fully described
in the accounting policies below.

It should be noted that accounting estimates and
assumptions are used in preparation of the consolidated
financial statements. Although these estimates are based
on management’s best knowledge and judgment of current
events and actions, actual results may ultimately differ
from those estimates. The areas involving a higher degree
of judgment or complexity, or areas where assumptions
and estimates are significant to the consolidated financial
statements are disclosed in note 4.

BASIS OF CONSOLIDATION

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31 March each year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
mEeEMBRERME (H)

For the year ended 31 March 2022 &2 —F = —4#=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFBE @

(Continued)

2.2 BASIS OF CONSOLIDATION (continued)

Subsidiaries are entities controlled by the Group. The
Group controls an entity when the Group is exposed, or
has rights, to variable returns from its involvement with the
entity and has the ability to affect those returns through

MEARAHAREIZEGHNE
B-AEBEARYAZFELEER
PRSEVRI @ - BHENER
{HERNBIFEZFTER
RIS EEHIZE R - KT

pus

its power over the entity. When assessing whether the iS5
Group has power over the entity, only substantive rights BAEBEHZERBSLHEBES
relating to the entity (held by the Group and others) are B EZeZREZEREENE

considered.

The Group includes the income and expenses of a
subsidiary in the consolidated financial statements from
the date it gains control until the date when the Group
ceases to control the subsidiary.

Intra-group transactions, balances and unrealised gains
and losses on transactions between group companies
are eliminated in preparing the consolidated financial
statements. Where unrealised losses on sales of intra-
group asset sales are reversed on consolidation, the
underlying asset is also tested for impairment from the
Group’s perspective. Amounts reported in the financial
statements of subsidiaries have been adjusted where
necessary to ensure consistency with the accounting
policies adopted by the Group.

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and
(i) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interests.

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment
loss unless the subsidiary is held for sale or included in
a disposal group. Cost also includes direct attributable
costs of investment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

e MBHRERME (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.2 BASIS OF CONSOLIDATION (continued)

The results of subsidiaries are accounted for by the
Company on the basis of dividends received and
receivable at the reporting date. All dividends whether
received out of the investee’s pre or post-acquisition
profits are recognised in the Company'’s profit or loss.

2.3 ASSOCIATES AND JOINT VENTURES

An associate is an entity over which the Group has
significant influence, which is the power to participate in
the financial and operating policy decisions of the investee
but is not control or joint control of those policies.

A joint venture is a type of joint arrangement whereby
the parties that have joint control of the arrangement
have rights to the net assets of the arrangement. Joint
control is the contractually agreed sharing of control of an
arrangement, which exists only when decisions relating
about relevant activities require the unanimous consent of
the parties sharing control.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

For the year ended 31 March 2022 2 =% ==

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.3 ASSOCIATES AND JOINT VENTURES

(Continued)

In consolidated financial statements, an investment in an
associate or a joint venture is initially recognised at cost
and subsequently accounted for using the equity method.
Any excess of the cost of acquisition over the Group’s
share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the associate or joint
venture recognised at the date of acquisition is recognised
as goodwill. The goodwill is included within the carrying
amount of the investment and is assessed for impairment
as part of the investment. The cost of acquisition is
measured at the aggregate of the fair values, at the date of
exchange, of assets given, liabilities incurred or assumed
and equity instruments issued by the Group, plus any
costs directly attributable to the investment. Any excess
of the Group’s share of the net fair value of the identifiable
assets, liabilities and contingent liabilities over the cost of
acquisition, after reassessment, is recognised immediately
in profit or loss in the determination of the Group’s share of
the associate or joint venture’s profit or loss in the period in
which the investment is acquired.

Under the equity method, the Group’s interest in the
associate or joint venture is carried at cost and adjusted
for the post-acquisition changes in the Group’s share
of the associate or joint venture’s net assets less any
identified impairment loss, unless it is classified as held
for sale (or included in a disposal group that is classified
as held for sale). The profit or loss for the year includes
the Group’s share of the post-acquisition, post-tax results
of the associate or joint venture for the year, including
any impairment loss on the investment in associate or
joint venture recognised for the year. The Group’s other
comprehensive income for the year includes its share
of the associate or joint venture’s other comprehensive
income for the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

e MBHRERME (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.3 ASSOCIATES AND JOINT VENTURES

(Continued)

Where the associate or joint venture uses accounting
policies other than those of the Group for like transactions
and events in similar circumstances, adjustments are
made, where necessary, to conform the associate or joint
venture’s accounting policies to those of the Group when
the associate or joint venture’s financial statements are
used by the Group in applying the equity method.

When the Group’s share of losses in an associate or a joint
venture equals or exceeds its interest in the associate or
joint venture, the Group does not recognise further losses,
unless it has incurred legal or constructive obligations or
made payments on behalf of the associate or joint venture.
For this purpose, the Group’s interest in the associate
or joint venture is the carrying amount of the investment
under the equity method together with the Group’s long-
term interests that in substance form part of the Group’s
net investment in the associate or joint venture.

After the application of equity method, the Group
determines whether it is necessary to recognise an
additional impairment loss on the Group’s investment in
its associates or joint venture. At each reporting date, the
Group determines whether there is any objective evidence
that the investment in associate or joint venture is impaired.
If such indications are identified, the Group calculates the
amount of impairment as being the difference between the
recoverable amount (higher of value in use and fair value
less costs of disposal) of the associate or joint venture and
its carrying amount. In determining the value in use of the
investment, the Group estimates its share of the present
value of the estimated future cash flows expected to be
generated by the associate or joint venture, including
cash flows arising from the operations of the associate or
joint venture and the proceeds on ultimate disposal of the
investment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

mEMBHRERME (&)

For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.3 ASSOCIATES AND JOINT VENTURES

2.4

(Continued)

The Group discontinues the use of equity method from the
date when it ceases to have significant influence over an
associate or joint control over a joint venture.

In the Company’s statement of financial position,
investments in associates and joint ventures are stated at
cost less impairment losses, unless classified as held for
sale or included in a disposal group that is classified as
held for sale.

GOODWILL

Set out below are the accounting policies on goodwill
arising on acquisition of a subsidiary. Accounting for
goodwill arising on acquisition of investment in an
associate or a joint venture is set out in note 2.3.

Goodwill arising in a business combination is recognised
as an asset at the date that control is acquired (the
acquisition date). Goodwill is measured as the excess
of the aggregate of the fair value of the consideration
transferred, the amount of any non-controlling interests in
the acquiree, and the fair value of the acquirer’s previously
held equity interest in the acquiree (if any) over the Group’s
interest in the net fair value of the acquiree’s identifiable
assets and liabilities measured as at the acquisition date.

If, after reassessment, the Group’s interest in the fair value
of the acquiree’s identifiable net assets exceeds the sum
of the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value
of the acquirer’s previously held equity interest in the
acquiree (if any), the excess is recognised immediately in
profit or loss as a bargain purchase gain.

2. FESTTEE @

23 BELGIRESE LT (&)

AEEEETBUHERAEE
YENRYAELREB A
PRSI & B R4S (8 PR -

EARRRNM AR RER S - B
ERAIREERRZRELKA
BERIRERBESE  EEEED
BAFELE (I AEDER
FERE 2 HEMAR) RIBRSD

2.4 FEE

AT EFIM KB R R ELE 27

EMEER - AREBEHES
ARAERRCREEEZAE
VEETRIEEN 2.3

EBBHMELENEEINIF
EHEER (WER) BRRE
E-AENUBEERERENRT
18~ IR S R
FETEEER - RKEBTBEREK
W s i 2 FE (1nA)
2R BEAKER KRR
HR LRI E N B ERUE A FT
ENRFEFENES 2 BB

= -°

RBFHER - HASERREE
AR E EREN R FENE
SRR EERENRE  FRERE
SREWB T PGSR kIR
BT BER BB T P RE AR A
RFE(NF) @M BIfE T
R R BE R T RS
EU B o

FEERERISEEBR AT
—EC_EER

145



146

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
mEMBHRERMTE (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.4

2.5

2.6

GOODWILL (Continued)

Goodwill is stated at cost less accumulated impairment
losses. Goodwill is allocated to cash-generating units
(“CGUs”) and is tested annually for impairment (note 2.20).

On subsequent disposal of a subsidiary, the attributable
amount of goodwill capitalised is included in the
determination of the amount of gain or loss on disposal.

SHARE CAPITAL

Ordinary shares are classified as equity. Share capital
is determined using the nominal value of shares that
have been issued, after deducting any transaction costs
associated with the issuing of shares (net of any related
income tax benefit) to the extent they are incremental cost
directly attributable to the equity transaction.

REVENUE RECOGNITION

Revenue arises mainly from the commission income for
securities and insurance brokerage, advisory services
for asset management, corporate finance and interest
income for money lending, margin financing and asset
management.

To determine whether to recognise revenue, the Group
follows a 5-step process:

1. Identifying the contract with a customer
2. ldentifying the performance obligations
3.  Determining the transaction price

4. Allocating the transaction price to the performance
obligations
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RENBHMRME (&)
For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFBE @

(Continued)

2.6 REVENUE RECOGNITION (continued) 2.6 WA ()

5. Recognising revenue when/as performance
obligation(s) are satisfied.

In all cases, the total transaction price for a contract is
allocated amongst the various performance obligations
based on their relative stand-alone selling prices. The
transaction price for a contract excludes any amounts
collected on behalf of third parties.

Revenue is recognised either at a point in time or over
time, when (or as) the Group satisfies performance
obligations by transferring the promised goods or services
to its customers.

Further details of the Group’s revenue and other income
recognition policies are as follows:

Commission income for brokerage and margin
financing

The Group provides securities dealing and brokerage,
placing and underwriting services. Commission income
from securities dealing and brokerage, placing and
underwriting services are recognised at a point in time on
the execution date of the trades at a certain percentage
of the transaction value of the trades executed and the
relevant placing and underwriting are completed.

Dividend income for proprietary trading

Dividend income is recognised when the right to receive
payment is established.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

e MBHRERME (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.6 REVENUE RECOGNITION (continued)

Advisory services for asset management and
corporate finance services income

The Group provides advisory services for asset
management and corporate finance services which
included advisory services and sponsor services.
Depending on the nature of the services and the contract
terms, the revenue for advisory service is recognised over
time based on the services transferred to customer up to
date if one of the following criteria is met:

—  The customers simultaneously receive and consume
the benefit provided by the Group;

— The Group’s performance creates and enhances
an asset that the customers control as the asset is
created and enhanced; or

— The Group’s performance does not create an asset
with an alternative use and the Group has a right to
payment at an amount that reasonably compensates
it for its performance completed to date at all times
throughout the contract.

Otherwise, the revenue for advisory service is recognised
in time when the service is completed.

The Group treats all sponsor services promised in
the contract as a single performance obligation. In
determining the timing of satisfaction of the performance
obligation, the Group examines its services on contract
basis and considers that it has a right to payment at an
amount that reasonably compensates it for its performance
completed to date at all times throughout the contract.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
mEeEMBRERME (H)

For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FEEZTEE @

(Continued)

2.6 REVENUE RECOGNITION (continued) 2.6 WA ()

Advisory services for asset management and
corporate finance services income (Continued)

Sponsor services are recognised over time during the
course of the work performed by the Group, with reference
to the time incurred compared with the time budget, which
depict the Group’s performance towards satisfying the
performance obligation.

Interest income for money lending, margin
financing and asset management

The Group provides services for money lending and
margin financing and invests in debt securities under asset
management business. Interest income is recognised
on a time proportion basis by using the effective interest
method.

Revenue for consultancy and insurance brokerage

The Group provided consultancy services to customers.
The customers simultaneously receive and consume
the benefit provided by the Group, hence the revenue is
recognised over time based on the services transferred to
customers up to date.

The Group also provided insurance brokerage.
Commission income for insurance brokerage is recognised
at a point in time on execution date of the insurance
contracts executed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

e MBHRERME (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.7 LEASES

Definition of a lease and the Group as a lessee

At inception of a contract, the Group considers whether
a contract is, or contains a lease. A lease is defined as
‘a contract, or part of a contract, that conveys the right
to use an identified asset (the underlying asset) for a
period of time in exchange for consideration’. To apply this
definition, the Group assesses whether the contract meets
three key evaluations which are whether:

° the contract contains an identified asset, which is
either explicitly identified in the contract or implicitly
specified by being identified at the time the asset is
made available to the Group;

° the Group has the right to obtain substantially all
of the economic benefits from use of the identified
asset throughout the period of use, considering its
rights within the defined scope of the contract; and

° the Group has the right to direct the use of the
identified asset throughout the period of use. The
Group assess whether it has the right to direct ‘how
and for what purpose’ the asset is used throughout
the period of use.

For contracts that contains a lease component and one
or more additional lease or non-lease components, the
Group allocates the consideration in the contract to each
lease and non-lease component on the basis of their
relative stand-alone prices.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RENBHMRME (&)
For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFBE @

(Continued)

2.7 LEASES (Continued) 2.7 HHE &)

Measurement and recognition of leases as a
lessee

At lease commencement date, the Group recognises a
right-of-use asset and a lease liability on the consolidated
statement of financial position. The right-of-use asset
is measured at cost, which is made up of the initial
measurement of the lease liability, any initial direct costs
incurred by the Group, an estimate of any costs to
dismantle and remove the underlying asset at the end of
the lease, and any lease payments made in advance of
the lease commencement date (net of any lease incentives
received).

The Group depreciates the right-of-use assets on a
straight-line basis from the lease commencement date
to the earlier of the end of the useful life of the right-of-
use asset or the end of the lease term unless the Group
is reasonably certain to obtain ownership at the end of
the lease term. The Group also assesses the right-of-use
asset for impairment when such indicator exists.

At the commencement date, the Group measures the
lease liability at the present value of the lease payments
unpaid at that date, discounted using the interest rate
implicit in the lease or, if that rate cannot be readily
determined, the Group’s incremental borrowing rate.

Lease payments included in the measurement of the
lease liability are made up of fixed payments (including
in-substance fixed payments) less any lease incentives
receivable, variable payments based on an index or rate,
and amounts expected to be payable under a residual
value guarantee.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

e MBHRERME (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.7 LEASES (Continued)

Measurement and recognition of leases as a

lessee (Continued)

Subsequent to initial measurement, the liability will be

2. FESTTEE @

2.7 #HE &)

EREABAGTEREREESE

(&

1E

RYIFZHER - AEKREIEL
ZHEENRmMBRSEREERE

reduced for lease payments made and increased for
interest cost on the lease liability. It is remeasured to
reflect any reassessment or lease modification, or if there
are changes in in-substance fixed payments.

When the lease is remeasured, the corresponding
adjustment is reflected in the right-of-use asset, or profit or
loss if the right-of-use asset is already reduced to zero.

For any rent concessions which arose as a direct
consequence of the COVID-19 pandemic and which
satisfied the conditions set out in paragraph 46B of HKFRS
16 “Lease”, the Group took advantage of the practical
expedient set out in paragraph 46A of HKFRS 16 and
recognised the change in consideration as if it were not a
lease modification.

The Group has elected to account for short-term leases
using the practical expedients. Instead of recognising
a right-of-use asset and lease liability, the payments in
relation to these leases are recognised as an expense
in profit or loss on a straight-line basis over the lease
term. Short-term leases are leases with a lease term of 12
months or less.

On the consolidated statement of financial position,
right-of-use assets have been included in property and
equipment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.7 LEASES (Continued)

2.8

Measurement and recognition of leases as a
lessee (Continued)

Refundable rental deposits paid are accounted for under
HKFRS 9 and initially measured at fair value. Adjustments
to fair value at initial recognition are considered as
additional lease payments and included in the cost of
right-of-use assets.

FOREIGN CURRENCY TRANSLATION

The consolidated financial statements are presented in
Hong Kong dollars (HK$), which is also the functional
currency of the Company.

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated into
the functional currency of the individual entity using the
exchange rates prevailing at the dates of the transactions.
At the reporting date, monetary assets and liabilities
denominated in foreign currencies are translated at
the foreign exchange rates ruling at that date. Foreign
exchange gains and losses resulting from the settlement of
such transactions and from the reporting date retranslation
of monetary assets and liabilities are recognised in profit
or loss.

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not
retranslated (i.e. only translated using the exchange rates
at the transaction date).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
mEMBHRERMTE (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.8

2.9

FOREIGN CURRENCY TRANSLATION
(Continued)

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group’s
presentation currency, have been converted into Hong
Kong dollars. Assets and liabilities have been translated
into Hong Kong dollars at the closing rates at the reporting
date. Income and expenses have been converted into
the Hong Kong dollars at the exchange rates ruling at
the transaction dates, or at the average rates over the
reporting period provided that the exchange rates do not
fluctuate significantly. Any differences arising from this
procedure have been recognised in other comprehensive
income and accumulated separately in the translation
reserve in equity.

Goodwill and fair value adjustments arising on the
acquisition of a foreign operation have been treated
as assets and liabilities of the foreign operation and
translated into Hong Kong dollars at the closing rates.

On the disposal of a foreign operation (i.e. a disposal
of the Group’s entire interest in a foreign operation, or a
disposal involving loss of control over a subsidiary that
includes a foreign operation, loss of joint control over a
joint venture that includes a foreign operation, or loss
of significant influence over an associate that includes
a foreign operation), all of the accumulated exchange
differences in respect of that operation attributable to the
Group are reclassified to profit or loss. Any exchange
differences that have previously been attributed to non-
controlling interests are derecognised, but they are not
reclassified to profit or loss.

BORROWING COSTS

All borrowing costs are recognised in profit or loss in the
period in which they are incurred.

China Fortune Financial Group Limited
Annual Report 2022

2. FESTTEE @

2.8 IMNERE (1)

RERB B RET - RABHIR
AEEZINEB 2 EB25 28
SNETE Z PR B RIS B HRRE R
BRET - BERABNIE®RSE
BRZWmERBE LSBT - |
ARRAXZTNRRZ 5 B 2 BITER
o fief B X 30 S K08 F) - RILAR
SHRZ FHEREBSETT
BEEAZEAERENEME
E R W N N RE R
RORIRG

WS EBELENHE R RF
BERBD A SR BINRTNE
EMBE TREHERBRER
BT ©

EHEBIEBR (MHERE
BAEBINEH T 2R - 3K
HEBRBIINER KB QT
(REEFIE) - HHERSEI
Xz B ERNA (REHRFES
) HHEEBRSEIER 2B
BRE(REEXRFEN)) K
SERZEFRIEE ReTE
REBRBOBHOBEERE - FE
Pt as B FE (5 2 (T EE 2 7R
—HEUERER - BTEEHN IR

=8 o
BB

FRAEERAGNELBENE

Sz 2
B ©



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
mEeEMBRERME (H)

For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFBE @

(Continued)
2.10 EMPLOYEE BENEFITS 2.10 1ES 757
Retirement benefits RIREF

Retirement benefits to employees are provided through
defined contribution plans.

The Group operates a defined contribution retirement
benefit plans under the Mandatory Provident Fund
Schemes Ordinance, for all of its employees who are
eligible to participate in the MPF Scheme. Contributions
are made based on a percentage of the employees’ basic
salaries.

The employees of the Group’s subsidiaries which operate
in the People’s Republic of China (the “PRC”) are required
to participate in a central pension scheme operated by the
local municipal government. These subsidiary are required
to contribute certain percentages of its payroll costs to the
central pension scheme.

Contributions are recognised as an expense in profit or
loss as employees render services during the year. The
Group’s obligations under these plans are limited to the
fixed percentage contributions payable.

Short-term employee benefits

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result of
services rendered by employees up to the reporting date.

Non-accumulating compensated absences such as sick
leave and maternity leave are not recognised until the time
of leave.

& BIRKEF TH 35 18 E BRI SKET
Sieft -

RER BB IR R B 1 A TE 2 FF 8%
PIReER2ERESHE 2
BEBRY —HERHIENRE
MEr 8l - KRIREEEAF S 2
—EANEL -

AEERPEARLME ([
B 2EHMBARIZEERS
BT BT 2 &8 2 T RIER
T8l - L EMB AR BEEX
A ZET B DL AP RER
ERTEEH MR

HRNEERERBZFEER
EERBR/AX - AEBRZE
AT 2B ENEERA D LLHE
MERBR -

HHEEREN

BEEZZHFBNEERZAZ
FRPEER - REEREAH
EEREHRZE M A ZFFR2ME
AREFEDRE -

WRMEREFIEREHEBRKRE
R 75 THERR

FEERERISEEBR AT
—EC_EER

155



156

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

e MBHRERME (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.11 ACCOUNTING FOR INCOME TAXES

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise those
obligations to, or claims from, fiscal authorities relating to
the current or prior reporting period, that are unpaid at the
reporting date. They are calculated according to the tax
rates and tax laws applicable to the fiscal periods to which
they relate, based on the taxable profit for the year. All
changes to current tax assets or liabilities are recognised
as a component of tax expense in profit or loss.

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between
the carrying amounts of assets and liabilities in the
consolidated financial statements and their respective tax
bases. Deferred tax liabilities are generally recognised
for all taxable temporary differences. Deferred tax assets
are recognised for all deductible temporary differences,
tax losses available to be carried forward as well as
other unused tax credits, to the extent that it is probable
that taxable profit, including existing taxable temporary
differences, will be available against which the deductible
temporary differences, unused tax losses and unused tax
credits can be utilised.

Deferred tax assets and liabilities are not recognised if
the temporary difference arises from goodwill or from
initial recognition (other than in a business combination)
of assets and liabilities in a transaction that affects neither
taxable nor accounting profit or loss.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, associates and joint ventures, except where
the Group is able to control the reversal of the temporary
differences and it is probable that the temporary
differences will not reverse in the foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RENBHMRME (&)
For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFBE @

(Continued)

2.11 ACCOUNTING FOR INCOME TAXES 211 8 #H 2 S5 EE (1)

(Continued)

Deferred tax is calculated, without discounting, at tax
rates that are expected to apply in the period the liability is
settled or the asset realised, provided they are enacted or
substantively enacted at the reporting date.

Changes in deferred tax assets or liabilities are recognised
in profit or loss, or in other comprehensive income or
directly in equity if they relate to items that are charged
or credited to other comprehensive income or directly in

equity.

When different tax rates apply to different levels of taxable
income, deferred tax assets and liabilities are measured
using the average tax rates that are expected to apply to
the taxable income of the periods in which the temporary
differences are expected to reverse.

The determination of the average tax rates requires an
estimation of (i) when the existing temporary differences
will reverse and (ii) the amount of future taxable profit in
those years. The estimate of future taxable profit includes:

— income or loss excluding reversals of temporary
differences; and

— reversals of existing temporary differences.

Current tax assets and current tax liabilities are presented
in net if, and only if,

(a) the Group has the legally enforceable right to set off
the recognised amounts; and

(b) intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

BLEFHRDRERBARAREEH
HEELE 2 HIRRA 2 X5
B (TTFRR) - ZBETRER
HEAHEFERARLEHIE
ZIRERETE °

ELRAEEXREZHNER
hRER - SiMEE MRk
BEENEEHNERREAZEEAR
B AREbemiakERZR
RSP HRER ©

ETRKFERRBBARETH
MR EERIAEE R A EE
FRTE AT [0 & 5 = RR M) FR AR A
WATEHIRAR FIOTRETE -

B PR ER B () ¥ AT
SRR R (1) RS AR
HPERBOH IR ST © st R
ERBOETIHSREIE :

— WASEE  TBRERE
BEE &

— REZMERERS-

IR IB S E R AR IA A E(E
A TERAFREEZS -

(a) AEBHEEBRSITED
SESRRAE &

(b) FHEIFREERELER - HE

%o

FEERERISEEBR AT
—EC_EER

157



158

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

e MBHRERME (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.11 ACCOUNTING FOR INCOME TAXES
(Continued)

The Group presents deferred tax assets and deferred tax
liabilities in net if, and only if,

(a) the entity has a legally enforceable right to set off
current tax assets against current tax liabilities; and

(b) the deferred tax assets and the deferred tax liabilities
relate to income taxes levied by the same taxation
authority on either:

(i) the same taxable entity; or

(i)  different taxable entities which intend either to
settle current tax liabilities and assets on a net
basis, or to realise the assets and settle the
liabilities simultaneously, in each future period
in which significant amounts of deferred tax
liabilities or assets are expected to be settled
or recovered.

2.12 PROPERTY AND EQUIPMENT

Property and equipment (other than cost of right-of-use
assets as described in note 2.7) are initially recognised at
acquisition cost. They are subsequently stated at cost less
accumulated depreciation and impairment losses, if any.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
mEeEMBRERME (H)

For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFBE @

(Continued)

2.12 PROPERTY AND EQUIPMENT (continued) 212 YER R (&)
Depreciation on property and equipment is provided to YRR 2 TTELNESEEN
write off the cost less their residual values, if any, over their FHAIE A HARER A AT F =B
estimated useful lives, using the straight-line method, at 185 LA S5 Ak AR KL R s E B (10
the following rates per annum: a):

Leasehold improvements Shorter of remaining HEMHEEE #R T EHAK
lease term or expected 3F 2 TEH
useful life of 3 years A AR
2BEE
Furniture and fixtures 25% per annum NSRS BE25%
Office equipment 25% per annum EENE HF25%
Motor vehicles 25% per annum AE BF25%
Right-of-use assets Remaining lease term EREEE R TSR
The assets’ residual values, depreciation methods and BEZRGER  EHELE
useful lives are reviewed, and adjusted if appropriate, at REHRSHE BHETRI R
each reporting date. RIEE R EHFHE -
The gain or loss arising on retirement or disposal is WEES NS FTE L 2 W S 1E
determined as the difference between the sales proceeds BHEMSHRIAREE CREE
and the carrying amount of the asset and is recognised in ZEREBE - WHIBmATER o
profit or loss.
Subsequent costs are included in the asset’s carrying BREBRAGT ABEERMERNE
amount or recognised as a separate asset, as appropriate, ERERA—IHEREE Al
only when it is probable that future economic benefits G R EREZIE B M 2 KRR
associated with the item will flow to the Group and the cost =GB AR EMA KX
of the item can be measured reliably. All other costs, such THE K ARER] SERtE - FTB HA
as repairs and maintenance, are charged to profit or loss R (fn#gE RIREBKAR) RE
during the financial period in which they are incurred. HEZERR AN 2 B 75 B B 18 & 1
lz//% o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

e MBHRERME (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.13 CLUB MEMBERSHIP

The club membership are stated at cost less subsequent
accumulated impairment losses, if any.

2.14 INTANGIBLE ASSETS (OTHER THAN

GOODWILL]

Acquired intangible assets are recognised initially at cost.
After initial recognition, intangible assets with indefinite
useful lives are carried at cost less any subsequent
accumulated impairment losses.

Intangible assets, with indefinite useful lives, are tested for
impairment as described below in note 2.20.

2.15 CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash at bank —
general and in hand, demand deposits with banks and
short term highly liquid investments with original maturities
of three months or less that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value. For the purpose of
the consolidated statement of cash flows, cash and cash
equivalents consist of bank balances and cash as defined
in note 24.

Deposits with banks or other financial institutions with a
maturity of more than three months and within one year at
acquisition are classified as short-term deposits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
mEeEMBRERME (H)

For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFBE @

(Continued)

2.16 FINANCIAL INSTRUMENTS 2.16 £t T A
Financial assets TREE
Recognition and derecognition Fid R AR IF TR

Financial assets and financial liabilities are recognised
when the Group becomes a party to the contractual
provisions of the financial instrument.

Financial assets are derecognised when the contractual
rights to the cash flows from the financial asset expire,
or when the financial asset and substantially all of its
risks and rewards are transferred. A financial liability
is derecognised when it is extinguished, discharged,
cancelled or expires.

Classification and initial measurement of financial
assets

Except for those trade receivables that do not contain
a significant financing component and are measured at
the transaction price in accordance with HKFRS 15, the
Group’s financial assets are initially measured at fair value,
in case of a financial asset not at FVTPL, plus transaction
costs that are directly attributable to the acquisition of
the financial asset. Transaction costs of financial assets
carried at FVTPL are expensed in the consolidated
statement of profit or loss and other comprehensive
income.

The Group’s financial assets are classified into at
amortised cost or FVTPL or FVOCI. The classification
is determined by both, the entity’s business model for
managing the financial asset and the contractual cash
flow characteristics of the financial asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

e MBHRERME (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2. FESTTEE @

2.16 FINANCIAL INSTRUMENTS (Continued)

Financial assets (Continued)

Classification and initial measurement of financial
assets (Continued)

All income and expenses relating to financial assets those
are recognised in profit or loss are presented within other
income and finance costs, except for ECL of loan and
trade receivables and other financial assets measured at
amortised cost which are presented as separate line item
in the profit or loss.

Subsequent measurement of financial assets

Debt investments

Financial assets at amortised cost

Financial assets are measured at amortised cost if
the assets meet the following conditions (and are not
designated as FVTPL):

— they are held within a business model whose
objective is to hold the financial assets and collect
its contractual cash flows; and

— the contractual terms of the financial assets give rise
to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

After initial recognition, these are measured at amortised
cost using the effective interest method. Interest income
from these financial assets are included in profit or loss.
Discounting is omitted where the effect of discounting
is immaterial. The Group’s bank balances and cash —
trust and general, loan and trade receivables and other
receivables and deposits fall into this category of financial
instruments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RENBHMRME (&)
For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFBE @

(Continued)

2.16 FINANCIAL INSTRUMENTS (Continued) 216 @ T A (&)

Financial assets (Continued)

Subsequent measurement of financial assets
(Continued)

Debt investments (Continued)
Financial assets at FVTPL

Financial assets those are held within a different business
model other than “hold to collect” or “hold to collect and
sell” are categorised at FVTPL. Further, irrespective of
business model, financial assets whose contractual cash
flows are not solely payments of principal and interest are
accounted for at FVTPL. All derivative financial instrument
fall into this category.

Equity investments

An investment in equity securities is classified as FVTPL
unless the equity investment is not held for trading
purposes and on initial recognition of the investment, the
Group elects to designate the investment at FVOCI (non-
recycling) such that subsequent changes in fair value
are recognised in other comprehensive income and
accumulated in “Fair value reserve — non-recycling” in

equity.

Dividends from these investments in equity instruments
are recognised in profit or loss when the Group’s right
to receive the dividends is established. Dividends are
included in revenue line item in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

e MBHRERME (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.16 FINANCIAL INSTRUMENTS (Continued)

Financial liabilities

Classification and measurement of financial liabilities

The Group’s financial liabilities include trade payables,
other payables and accruals, loan payables, lease
liabilities, corporate bonds, convertible bonds and
financial liabilities at FVTPL.

Financial liabilities (other than lease liabilities) are initially
measured at fair value, and where applicable, adjusted for
transaction costs unless the Group designated a financial
liability at FVTPL.

Subsequently, financial liabilities (other than lease
liabilities) are measured at amortised cost using the
effective interest method, except for derivatives which
are not designated as hedging instruments in hedge
relationships, which are carried subsequently at fair value
with gains or losses recognised in profit or loss.

All interest-related charges reported in profit or loss are
included in finance costs.

Accounting policies of lease liabilities are set out in note
2.7.

Borrowings [including loan payables and corporate
bonds]

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of the
borrowings using the effective interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RENBHMRME (&)
For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFBE @

(Continued)

2.16 FINANCIAL INSTRUMENTS (Continued) 216 @ T A (&)

Financial liabilities (Continued)

Borrowings [including loan payables and corporate
bonds] (Continued)

Borrowings are classified as current liabilities unless the

SRAM ()
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Group has an unconditional right to defer settlement of the WEEHRECEERE A%

liability for at least twelve months after the reporting date. DL+ZE@A B ,\'H%E\—ﬁ%ﬁfiﬁ
BREALE -

Convertible bonds AR E 5

Convertible bonds those can be converted to equity share
capital at the option of the holder, where the number of
shares that would be issued on conversion and the value
of the consideration that would be received at the time
do not vary, are accounted for as compound financial
instruments which contain both a liability component and
an equity component.

Convertible bonds issued by the Group which contain both
financial liability and equity components are classified
separately into respective liability and equity components
on initial recognition. On initial recognition, the fair value of
the liability component is determined using the prevailing
market interest rate for similar non-convertible debts.
The difference between the proceeds of the issue of the
convertible bond and the fair value assigned to the liability
component, representing the call option for conversion of
the bond into equity, is included in equity as convertible
bond reserves.

The liability component is subsequently carried at
amortised cost using the effective interest method.

The equity component will remain in equity until conversion
or redemption of the bond.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

e MBHRERME (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.16 FINANCIAL INSTRUMENTS (Continued)

Financial liabilities (Continued)

Borrowings [including loan payables and corporate
bonds) (Continued)

Convertible bonds (Continued)

When the bond is converted, the equity component of
convertible bond and the carrying value of the liability
component at the time of conversion are transferred to
share capital and share premium as consideration for the
shares issued. If the bond is redeemed, the convertible
bond reserves are released directly to accumulated
losses.

Trade payables and other payables and accruals

They are recognised initially at their fair value and
subsequently measured at amortised cost, using the
effective interest method.

Financial liabilities at FVTPL

They represent derivative financial instruments and are
recognised at fair value at the end of each reporting
period with gain or loss on remeasurement to fair value is
recognised immediately in profit or loss.

Offsetting financial instruments

Financial assets and liabilities of the Group are offset and
the net amount reported in the consolidated statement of
financial position when, and only when, there is a legally
enforceable right to offset the recognised amounts and
there is an intention to settle on a net basis or realise the
asset and settle the liability simultaneously.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

mEMBHRERME (&)

For the year ended 31 March 2022 &2 —ZF = —4#=H=+—HIFFE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.17 IMPAIRMENT OF FINANCIAL ASSETS

HKFRS 9’s impairment requirements use more forward-
looking information to recognise ECL — the “ECL model”.
Instruments within the scope included loans and other
debt-type financial assets measured at amortised cost
and trade receivables and contract assets recognised and
measured under HKFRS 15.

The Group considers a broader range of information when
assessing credit risk and measuring ECL, including past
events, current conditions, reasonable and supportable
forecasts that affect the expected collectability of the
future cash flows of the instrument.

In applying this forward-looking approach, a distinction is
made between:

— financial instruments that have not deteriorated
significantly in credit quality since initial recognition
or that have low credit risk (“Stage 1”) and

— financial instruments that have deteriorated
significantly in credit quality since initial recognition
and whose credit risk is not low (“Stage 2”).

“Stage 3” would cover financial assets that have objective
evidence of impairment at the reporting date.

“12-month ECL” are recognised for the Stage 1 category
while “lifetime ECL” are recognised for the Stage 2
category.

Measurement of the ECL is determined by a probability-
weighted estimate of credit losses over the expected life
of the financial instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

e MBHRERME (&)

For the year ended 31 March 2022 &2 —F = —#F=H=+—HIFFZE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.17 IMPAIRMENT OF FINANCIAL ASSETS

(Continued)

Trade receivables (excluded margin financing)
and contract assets

For trade receivables (excluded margin financing), the
Group applies a simplified approach in calculating ECL
and recognises a loss allowance based on lifetime ECL
at each reporting date. These are the expected shortfalls
in contractual cash flows, considering the potential
for default at any point during the life of the financial
assets. In calculating the ECL, the Group established a
provision matrix that is based on its historical credit loss
experience and external indicators, adjusted for forward-
looking factors specific to the debtors and the economic
environment.

To measure the ECL, trade receivables (excluded margin
financing) and contract assets have been grouped based
on the days past due. The contract assets relate to
unbilled work in progress and have substantially the same
risk characteristics as the trade receivables for the same
types of contracts. The Group has therefore concluded
that the ECL rates for trade receivables (excluded margin
financing) are a reasonable approximation of the loss rates
for the contract assets.

The Group measures the loss allowance on other financial
assets measured at amortised cost (including regulatory
deposits, loan receivables, margin financing receivables,
other receivables and deposits and bank balances —
trust and general) equal to 12-month ECL, unless when
there has been a significant increase in credit risk since
initial