/00

MANWAH

Class Experience



Corporate Information

Directors’ Biographies

Financial Highlights

Chairman’s Statement

Management Discussion and Analysis
Environmental, Social and Governance Report
Corporate Governance Report

Directors” Report

Independent Auditor’s Report

Consolidated Statement of Comprehensive Income
Consolidated Statement of Financial Position
Consolidated Statement of Changes in Equity
Consolidated Statement of Cash Flows

Notes to the Consolidated Financial Statements
Particulars of Major Properties

Financial Summary

12

22

32

46

59

64

65

67

70

71

140

143

Contents




BOARD OF DIRECTORS
Executive Directors

Mr. Wong Man Li (Chairman)

Ms. Hui Wai Hing

Mr. Feng Guohua (Chief Executive Officer)

Mr. Alan Marnie

Mr. Dai Quanfa

Ms. Wong Ying Ying

Ms. Yang Huiyan (resigned on 31 December 2020)

Independent non-executive Directors
Mr. Ong Chor Wei

Mr. Chau Shing Yim, David

Mr. Kan Chung Nin, Tony

Mr. Ding Yuan

AUDIT COMMITTEE

Mr. Chau Shing Yim, David (Chairman)
Mr. Ong Chor Wei

Mr. Ding Yuan

Mr. Kan Chung Nin, Tony

NOMINATION COMMITTEE
Mr. Wong Man Li (Chairman)

Mr. Chau Shing Yim, David

Mr. Kan Chung Nin, Tony

Mr. Ding Yuan

Ms. Yang Huiyan (resigned on 31 December 2020)

REMUNERATION COMMITTEE
Mr. Ding Yuan (Chairman)

Mr. Wong Man Li

Mr. Chau Shing Yim, David

Mr. Kan Chung Nin, Tony

Ms. Yang Huiyan (resigned on 31 December 2020)

COMPANY SECRETARY

Ms. Fu Ying

AUDITOR

PricewaterhouseCoopers

Certified Public Accountants

Registered Public Interest Entity Auditor
22/F Prince’s Building

Central

Hong Kong

BERMUDA SHARE REGISTRAR
AND SHARE TRANSFER AGENT

Ocorian Service (Bermuda) Limited
Victoria Place, 5th Floor

31 Victoria Street

Hamilton HM 10

Bermuda

Corporate Information

HONG KONG SHARE REGISTRAR
Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

REGISTERED OFFICE

Canon’s Court
22 Victoria Street
Hamilton HM 12
Bermuda

PRINCIPAL PLACE OF BUSINESS
IN HONG KONG

1st Floor, Wah Lai Industrial Center
10-14 Kwei Tei Street, Fotan
New Territories, Hong Kong

LEGAL ADVISERS
Reed Smith Richards Butler
Estera Management (Bermuda) Limited

PRINCIPAL BANKERS

Hang Seng Bank

Hong Kong and Shanghai Banking Corporation Limited
Citibank, N.A.

China Construction Bank Corporation

Agricultural Bank of China Limited

Bank of China Limited

Industrial and Commercial Bank of China Limited

STOCK CODE

1999

WEBSITE

www.manwahholdings.com

INVESTOR RELATIONS
CONSULTANT

Strategic Financial Relations Limited
2401-2, Admiralty Centre |

18 Harcourt Road

Hong Kong

MAN WAH HOLDINGS LIMITED - Annual Report 2021



Directors’ Biographies

Executive Directors

Mr. Wong Man Li, aged 56, Member of the National Committee of Chinese People’s Political Consultation
Conference (“CPPCC”), BBS, JP, is our Chairman, Managing Director and our executive Director. Mr. Wong is also
the Chairman of the Company’s nomination committee and a member of the Company’s remuneration committee.
He is responsible for the day-to-day overall management of our Company and mapping our growth strategy. Mr.
Wong founded our Group in 1992 and has served as our Chairman, Managing Director and executive Director
since 17 November 2004. He is also a director of a number of subsidiaries of the Company. He has over 20 years
of experience in the furniture industry. Since 2005, Mr. Wong has been the Vice-President of the China Furniture
& Decoration Chamber of Commerce (000000000 0OQOQO), the Executive Member of the China National
Furniture Association (0 0 0 O O O) and the sofa Professional Committee Executive Chairman of the China National
Furniture Association (0 0 00000000 O0O0O). In December 2007, Mr. Wong was recognized as one of the
“Top Ten Outstanding Youth Industrialists of Hong Kong” (00 00000 0O0O0O) and a Standing Committee
Member of the Huizhou Chinese People’s Political Consultative Conference (0 0 OO OO O 0O) since February
2009. In December 2012, Mr. Wong was elected as a Founding Chairman of the China Furnishing Brand Federation
(DoOooOOoooo).In2013, Mr. Wong was elected as an Honorary Director of the Development Committee of the
Hong Kong Baptist University Jao Tsung-1 Academy of Sinology (0 D 0000000000 OOOOO) and as an
Honorary Vice-Chairman of Hong Kong Baptist University Foundation (0 O 0O O 0O O 0O O) in February 2014. Since
2013, Mr. Wong was elected as a Co-Chairman of the “Community for the Chest”. In 18 May 2015, Mr. Wong was
elected as an Executive Chairman of the Hong Kong Industrial & Commercial Association (0 O 0O O 0O ) and as a
Founding Chairman of the Happy Hong Kong Charity Foundation (000 O 0O O 0O O 0O). Mr. Wong received the
2010 Fellowship Award from Asian College of Knowledge Management and an Honorary Doctorate in Management
from Lincoln University 20100 000 0000000000000 00O0O0OOOO). Mr. Wong is the husband
of Ms. Hui Wai Hing, an executive Director, and the father of Ms. Wong Ying Ying, an executive Director. Mr. Wong
is a director of Man Wah Investments Limited, the controlling shareholder of the Company.

Ms. Hui Wai Hing, aged 58, is our executive Director and Vice President (General Administration and Retail Sales)
of our Group. She is also a director of a number of subsidiaries of the Company, and is responsible for our general
administration and retail business functions in Hong Kong. She is the wife of Mr. Wong Man Li, our Chairman,
Managing Director and executive Director, and the mother of Ms. Wong Ying Ying, our executive Director. She
joined our Group in 1992 and was appointed as our Director on 17 November 2004. She has over 20 years of
experience in the furniture industry.

Mr. Feng Guohua, aged 52, is our executive Director and Chief Executive Officer. He has over 25 years of
experience in information technology and management of consultancy services. Mr. Feng has extensive international
exposure and experience in providing consulting services to multinational companies, state-owned enterprises and
private enterprises.

Mr. Feng is currently served as an independent director of Shanghai Jahwa United Co., Ltd. (Stock code: 600315.
SH), (which is listed on Shanghai Stock Exchange) and he is also an independent non-executive director of Wison
Engineering Services Limited (Stock code: 02236.HK), which is listed on the main board of the Hong Kong Stock
Exchange. Prior to joining our Company, Mr. Feng had served as General Manager of The Greater China Corporate
Services Department of Microsoft (China) (“Microsoft”) from April 2016 to September 2020. Before he joined
Microsoft, he had also been a Vice President and the managing partner at IBM Global Business Consulting Services
Department.

Mr. Feng graduated from the University of Science and Technology of China in 1990 with a Bachelor’s degree
which majors in economic management and minors in computer application software. Mr. Feng also completed the
Advanced Management program of Harvard Business School in 2009.



Directors’ Biographies

Mr. Alan Marnie, aged 50, is our executive Director since 6 October 2011 after joining the Group in September
2010. He is responsible for exploring the furniture markets in United Kingdom, Europe, Africa, Asia and Oceania.
Mr. Marnie has over 32 years of experience in manufacturing, retail and marketing in furniture industry. Prior to
joining the Group, he was employed by Homestyle Operations Limited (“Homestyle”) as the managing director for
Steinhoff Retail Furniture Division in the United Kingdom for 2 years from 2008 to 2010. Homestyle belongs to
Steinhoff International Holding Ltd (“Steinhoff”), a company listed on the Frankfurt Stock Exchange, and is one of the
largest furniture retailers in Europe. In addition, Mr. Marnie had also worked for 19 years in Reid Furniture Limited,
a company which was subsequently owned by Steinhoff, the largest furniture retailer of Scotland and Ireland at that
time, and had served as its managing director and chief executive officer for 3 years and 2 years, respectively.

Mr. Dai Quanfa, aged 48, is our executive Director since 19 July 2012 after joining the Group in 1995, and is
currently a director of a number of subsidiaries of the Company, including Man Wah Furniture Manufacturing
(Huizhou) Co., Ltd. (00D 00O O(00)00O0OO), Man Wah Furniture Manufacturing (Shenzhen) Co., Ltd. (O
00D00D0(@O)00O00), Remaco Machinery Technology (Wujiang) Co., Ltd. (000000 (@O)0DOO0O),
Chongging Man Wah Furniture Manufacturing Co., Ltd. (000000000 00 O) and Man Wah Furniture (China)
Co., Ltd. (DD O O(MDO)00ODO). Mr. Dai is also a general manager of the manufacturing center of the Group.
He is responsible for the Group’s manufacture of furniture. Mr. Dai has over 20 years of experience in the furniture
industry.

Ms. Wong Ying Ying, aged 34, is our executive Director since 4 February 2015 after joining the Group in 2009.
She is the daughter of Mr. Wong Man Li, our Chairman, Managing Director, executive Director and controlling
shareholder, and Ms. Hui Wai Hing, our executive Director. She has been appointed as the General Manager of the
Group’s International Marketing Center, which is responsible for the Group’s export business, since December 2018.
She is the chief brand officer and deputy general manager of the Great China Division of the Group. Ms. Wong is
also a director of some of the subsidiaries of the Company. She is responsible for retail sales, marketing plans and
e-commerce in China and has been assisting in the general administration and retail business of the Group in Hong
Kong. She is a member of Tianjin’s Political Consultative Conference, a committee member of the All-China Youth
Federation, the vice-chairman of Dynamic Youth of Huizhou Ltd, vice- chairman of Kwai Tsing Volunteer Develop
Team, honorary chairman of Shatin District Junior Police Call, member of the Y. Elites Association, honorary
chairman of Shatin Sports Association, youth member of HK Industrial & Commercial Association Ltd, Youth
Link and youth member of HK Young Industrialists Council and youth member of Jiangsu Youth Federation. She
graduated from the University of Wisconsin Madison, Wisconsin, United States of America in 2009 with bachelor’s
degrees in both Marketing and Sociology. Ms. Wong Ying Ying is also a director of Man Wah Investments Limited,
the controlling shareholder of the Company.

Independent non-executive Directors

Mr. Chau Shing Yim, David, aged 58, is our independent non-executive Director since March 2010. He is a
chairman of the Company’s audit committee, and a member of each of the nomination committee and remuneration
committee. He has over 20 years of experience in corporate finance. He was formerly a partner of one of the big
four accounting firms in Greater China, holding the position as their Head of Merger and Acquisition and Corporate
Advisory. Mr. Chau is a member of the Institute of Chartered Accountants of England and Wales (“ICAEW”), and was
granted the Corporate Finance Qualification of ICAEW. He is also a member of the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) and was an ex-committee member of the Disciplinary Panel of HKICPA. Mr. Chau is
a fellow member as well as director of the Hong Kong Securities Institute and the Chairman of Corporate Outreach
Committee and China Strategy Committee. Mr. Chau is a member of Hospital Governing Committee of Pamela
Youde Nethersole Eastern Hospital (“PYNEH”) and the Trustee of the PYNEH Charitable Trust. He is also a member
of Jinan Municipal Committee of the Chinese People’s Political Consultation Conference.

Mr. Chau is currently also an independent non-executive director of BC Technology Group Limited (Stock Code:
863), China Evergrande Group (Stock Code: 3333), China Evergrande New Energy Vehicle Group Limited (formerly
known as Evergrande Health Industry Group Limited) (Stock Code: 708), HengTen Networks Group Limited (Stock
Code: 136), IDG Energy Investment Group Limited (Stock Code: 650), Lee & Man Paper Manufacturing Limited
(Stock Code: 2314). All the aforesaid companies are listed on the Stock Exchange of Hong Kong.
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Mr. Ong Chor Wei, aged 51, is our independent non-executive Director. Mr. Ong was formerly our non-executive
Director appointed on 5 March 2010 who was redesignated on 31 May 2012 as our independent non-executive
Director. Mr. Ong is also a member of the Company’s audit committee. Mr. Ong is currently an executive director
and Chief Executive Officer of Net Pacific Financial Holdings Limited and a non-executive director of Joyas
International Holdings Limited, both of which are listed on the SGX-ST. Mr. Ong is an executive director of Zibao
Metals Recycling Holdings Plc, a company trading on AIM, a market operated by the London Stock Exchange
(Stock Code: ZBO) from 2014 to September 2019. Mr. Ong is an independent non-executive director of Denox
Environmental & Technology Holdings Limited (Stock Code: 1452) and Nameson Holdings Limited (Stock Code:
1982), and Smart Globe Holdings Limited (Stock Code: 1481 previously 8485), all of which are companies listed on
the main board of the Stock Exchange. Mr. Ong was an independent non-executive director of O-Net Technologies
(Group) Limited (Stock Code: 877) from 2010 to 2020, a non-executive director of Prosperous Printing Company
Limited (stock code: 8385) from 2016 to 2020, which is listed on GEM Board of the Stock Exchange. Mr. Ong also
served as non-executive director of Vico International Holdings Limited (Stock Code: 1621), which is listed on the
main board of the Stock Exchange, from June 2017 to February 2019. He was also an executive director on a part-
time basis of Zibao Metals Recycling Holdings Plc (a company trading on AIM, a market operated by the London
Stock Exchange Plc) from 2014 to 2019. Mr. Ong has over 30 years of experience in finance and accounting. Mr.
Ong holds a Bachelor of Laws degree from The London School of Economics and Political Science, University of
London. He also holds a distance learning degree in Masters in Business Administration jointly awarded by The
University of Wales and The University of Manchester. Mr. Ong is an associate member of Institute of Chartered
Accountants in England and Wales and a member of the Hong Kong Institute of Certified Public Accountants.

Mr. Kan Chung Nin, Tony, aged 70, LL.B., P.C.LL., BBS, SBS, JP, is our independent non-executive Director since 20
May 2013. Mr. Kan is also a member of the Company’s audit committee, nomination committee and remuneration
committee. He is the Founder and Senior Consultant of Tony Kan & Co., Solicitors & Notaries, practising as a
Solicitor of the Supreme Court of Hong Kong since 1982. He is also a Solicitor of the Supreme Court of England
and Wales, a Barrister and Solicitor of the Supreme Court of the Australian Capital Territory, as well as Advocate
and Solicitor of the Supreme Court of the Republic of Singapore. He is also a China Appointed Attesting Officer
and a Notary Public. Mr. Kan is currently a Committee Member of the National Committee of the Chinese People’s
Political Consultative Conference and was a Committee Member of the Guangdong Committee of the Chinese
People’s Political Consultative Conference for three consecutive terms. Mr. Kan had been an Elected Member of
the Sha Tin District Council from 1985 to the end of 2011. He had also been an Elected Member of the Regional
Council and he was elected as Vice Chairman of the Council in July 1997 until its dissolution at the end of 1999.
Since 1988, Mr. Kan has served as a Councillor of Heung Yee Kuk in the New Territories and is currently an Ex
officio Member and Executive Committee Member of the Kuk. Mr. Kan has served on various advisory committees
for the government, including Town Planning Board Member and Member of the Building Committee of Hong Kong
Housing Authority. He is currently a Member of the Election Committee of the Chief Executive of Hong Kong Special
Administrative Region. Mr. Kan is an independent non-executive director of Nameson Holdings Limited (Stock
Code: 1982), Shenzhen Investment Holdings Bay Area Development Company Limited and Kimon Environment
Holding Limited (Stock Code: 6805). He has been the chairman as well as non-executive director of Midland IC&l
Limited (Stock Code: 459) since October 2016 to October 2019. The above mentioned companies are listed on
the main board of the Stock Exchange. He has been appointed as a vice chairman of the board of directors of DBG
Technology Co. Ltd, (Stock Code: 300735).
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Mr. Ding Yuan, aged 51, is our independent non-executive Director since 31 December 2016. Mr. Ding is
the Chairman of the Company’s remuneration committee and a member of each of the Company’s nomination
committee and audit committee. Mr. Ding graduated with a doctor of philosophy degree in management science
from the College of Business Administration, Bordeaux IV University in France in December 2000. Mr. Ding served
as a tenured professor in accounting and management control at the HEC School of Management in France from
September 1999 to September 2006. He joined China Europe International Business School since September 2006,
and currently serves there as the Cathay Capital Chair Professor in Accounting, vice president and dean. He is
currently a director of Jaccar Holdings, a private investment company. Mr. Ding is currently a non-executive director
of Saurer Intelligent Technology Co. Ltd. (000000000 DODODO), a company listed on the Shanghai Stock
Exchange (Stock Code: 600545) from May 2018 and an independent non-executive director of Bluestar Adisseo
Company (00000000 DODOO), acompany listed on the Shanghai Stock Exchange (Stock Code: 600299) from
October 2018 and independent non-executive director of Shanghai Kunchi Group Co. Ltd. (00000000000
0 0 O). Mr. Ding was an independent non-executive director of Landsea Green Properties Co., Ltd. (000 0 O O
00 0 O) (Stock Code: 106) from 2013 to May 2019, which is listed on the main board of the Stock Exchange. Mr.
Ding has more than twenty years of experience in teaching and researching financial accounting, financial statement
analysis, corporate governance and mergers and acquisitions.

Senior Management

All the executive directors of the Company are respectively responsible for the various aspects of the business and
operations of the Group. These executive directors are regarded as the members of the senior management team of
the Group.

MAN WAH HOLDINGS LIMITED - Annual Report 2021
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Financial Highlights

FY2021 FY2020 FY2019 FY2018 FY2017
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
(Restated)
Revenue 16,434,071 12,144,299 11,257,792 10,026,573 7,779,015
Gross profit margin 36.1% 36.4% 34.1% 37.3% 41.9%
Selling and administrative expense/
revenue 23.7% 21.6% 20.9% 21.3% 19.8%
Operating profit margin 12.4% 14.8% 13.2% 16.0% 22.1%
Profit attributable to the equity owners
of the Company 1,924,513 1,638,069 1,363,801 1,535,908 1,752,370
Net profit margin 11.7% 13.5% 12.1% 15.3% 22.5%
Basic earnings per share (HK cents) 50.26 42.89 35.62 40.22 45.64
Diluted earnings per share (HK cents) 50.10 42.87 35.60 40.04 45.47
Interim dividend (HK cents) 10.0 7.0 6.0 13.0 14.0
Proposed final dividend (HK cents) 16.0 12.0 6.0 12.0 14.0
Dividend payout ratio 52.7% 44.3% 33.7% 62.1% 61.0%
Inventory turnover days 61.4 69.6 61.0 52.8 54.8
Account receivables’ turnover days 32.1 37.9 36.7 29.0 28.9
Account payables’ turnover days 33.7 38.5 34.9 34.3 28.0
Total assets 17,438,861 13,213,802 13,145,787 9,470,739 7,511,744
Total liabilities 6,033,802 5,981,106 6,429,724 3,026,255 2,102,825
Total equity 11,405,059 7,232,696 6,716,063 6,444,484 5,408,919
Bank balance and cash 2,404,027 2,020,245 1,438,339 1,409,959 1,808,298
Short-term bank deposits 892,066 - - = —
Return on equity’ 17.9% 24.4% 21.9% 25.8% 34.8%
Return on assets? 11.0% 12.4% 10.4% 16.2% 23.4%
Notes:
1. Return on equity = Profit attributable to equity owners of the Company/equity attributable to equity owners of the
Company at the end of the year.
2. Return on assets = Profit attributable to equity owners of the Company/total assets at the end of the year.

3. For the financial year ended 31 March 2017 (“FY2017"”), the Company had issued bonus shares on the basis of one
bonus share for each existing share held by the shareholders on 4 August 2016. For comparison purposes, earnings
per share and dividend per share have been restated in each respective period.
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Chairman’s Statement

Dear Shareholders,

On behalf of the Board of Directors of Man Wah Holdings
Limited (“Man Wah” or the “Company”), | am pleased to
present the audited annual results of the Company and its
subsidiaries (the “Group”) for the year ended 31 March 2021

(“FY2021”, the “Review Period” or the “Current FY”).

MAN WAH HOLDINGS LIMITED - Annual Report 2021
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Chairman’s Statement

DEAR INVESTORS AND SHAREHOLDERS,
BUSINESS REVIEW:

The eagle soars in the sky and the fish is shallowly swimming. The fittest will survive and the powerful will advance.
Over the past year, the pandemic had impacted the world, the international relations were changing, and the
external environment was more challenging. However, the past year Man Wah’s business in China has experienced
a high growth, which was due to our strong foundation built throughout the decade. In the era when core parts
are monopolized by overseas factories, the local development of recliner sofas is often limited. At the beginning
of 2011, the Company decided to establish Remacro Machinery & Technology (Wujiang) Co., Ltd. to prepare for
the R&D and production of smart iron frames, which are the core parts of recliner sofas, and recruited a wide pool
of talents to focus on the R&D of high-quality and cost-effective recliner sofas suitable for Chinese consumers.
After several years of keeping both feet on the ground, numerous failures and R&D innovation, Man Wah has
independently developed and produced core parts for recliner sofas, such as smart iron frames and motors. Man
Wah possesses dozens of core patents and the latest process technologies suitable for consumers in the Chinese
market. Since 2019, the Group has gradually launched small, beautiful and comfortable recliner sofas. Over the past
decade, the Group has become the world’s largest producer of smart iron frames. It has laid the foundation for the
large-scale and cost-effective production of recliner sofas and faster opening up of the Chinese market.

In the Chinese market, the potential is huge and chance favors only the prepared mind. In the past year, we
seized the opportunity of the pandemic and focused on seizing high-quality traffic entrances to expand offline
store channels, providing cost-effective and comfortable recliner sofas to thousands of households and benefiting
more consumers. We achieved a net increase of 1,125 stores, which was approximately the total number of the
stores we opened in the past five years. In addition to rapid store opening, we continued to enhance our product
competitiveness. The same store growth was still rapid, and the main business in China achieved a high growth
of 68% (excluding the iron frame business). At the same time, the coordinated development of online and offline
business and the adoption of new media and channels enabled the brand influence of “CHEERS” to be continuously
enhanced, gradually strengthened the awareness of recliner sofas among a wider range of young consumers, and
helped to accelerate the penetration rate of recliner sofas market.

MAN WAH HOLDINGS LIMITED - Annual Report 2021
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In the North American market, the outbreak of the pandemic overseas at the beginning of the past financial year
had a huge impact on our export business orders, with the export business in the North American market being
challenged and revenues falling in the first half of the financial year. However, in the second half of the financial
year, with the relief and control of the pandemic, export orders recovered rapidly to high growth, and extreme order
changes posed challenges to our production management. Export factories dominated by the Vietnam factories
maintained a stable and large supply of production capacity and efficient operation, and the business in North
American turned around and achieved a growth of 30.5% throughout the year.

In the European market, the impact of the pandemic was more severe than that in the North American market. As
there are many European countries and the market is fragmented, the impact of the pandemic persists. However, in
the second half of the financial year, the economy recovered at a slower pace in Europe than in the North American
market, and revenue from Europe and other Southeast Asian countries declined slightly.

With continuous improvement of product quality as the core, we strengthened the R&D and innovation of products.
After making breakthroughs in the production of European style small iron frame in 2019, we continued to
overcome difficulties and gradually developed new iron frame with such features as “zero-gravity lying flat”, “zero
leaning against the wall” and “beautiful suspended part”. We provided small, beautiful and light recliner sofas that
customers can lie flat, to continuously enhance our competitiveness. We acquired Xiongshi Company (0 0O O ) to
undertake overall planning in the field of smart iron frame (with a full range of American, Italian and German styles),
and added “Enlanda” (a high-end brand of CHEERS with the use of iron frames from Xiongshi Company) to cater for
the high-end creative sofa market. The Group acquired companies such as Shenzhen Style Home Furnishing Co.,
Ltd. to complement the Group’s layout in linen leisure sofas.

With recliner sofas as the lance, the Group has accumulated attention from the whole society, enhanced brand
influence, and comprehensively embraced new consumption scenarios of furniture.

PROSPECTS:

With the increase in China’s GDP and per capita disposable income, urbanization and real estate development
have flourished in the past decade, and China’s large enough population has nurtured a naturally huge upholstered
furniture consumer market. Chinese consumers pay more and more attention to home furniture quality, and increase
consumption expenditure or purchase frequency. Recliner sofas have more experience functions and comfort
improvement on the basis of fixed categories of sofas, which is an experience upgrade for consumers. With the self-
produced and self-supplied core components of Man Wah, we can reach a wider range of families with recliner sofas
at a more cost-effective price chain, while meeting the rigid demand market. High quality, proper price, and good-
looking products allow a wider range of Chinese consumers to enjoy first-class services at the price of economy
class. In the current market with low market share and less differentiation, we insist on creating differentiated
products and experiences for consumers. With good-looking, useful and inexpensive products, we will better realize
the scale effect in the future and accelerate the improvement of penetration and concentration of recliner sofas in the
future upholstered furniture market.

The Group will continue to strengthen its core competitiveness and branding in recliner sofa and maintain
its absolute leading position in the industry. Meanwhile, it will further improve the innovation and intelligent
automation of iron frames and motors, to further increase our core competitiveness and barriers so as to effectively
reduce product costs and achieve price advantages. With the improvement of cost performance and aesthetics
of recliner sofa, combining with e-commerce, live streaming, TikTok and other communication methods, the
improvement of exposure and awareness of recliner sofa will also be accelerated. In the future, we will increase
scenes of experience in recliner sofa online and offline, and better improve the number of effective store experiences
and convert some shoppers into buyers through enhanced experience and increased exposure.

MAN WAH HOLDINGS LIMITED - Annual Report 2021
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With recliner sofas as our main business, our mattress business has also achieved rapid growth, and we have
expanded this portfolio to include categories such as leisure sofas and smart electric beds. We have a line of
high-end, mid-range, and low-end products to connect with a broad range of consumers, increase unit prices for
customers, and drive us become a comprehensive upholstered furniture leader with recliner sofas as our core
competitiveness.

Overseas markets have been tested by the trade war and COVID-19 epidemic one after another. We invested in
the construction of the Vietnam factory to realize the transfer of export production capacity and the rapid growth
of production capacity as well as efficiency improvement, gradually build our own ability to establish factories
overseas for production and manufacturing management, and improve the stable production capacity supply for
export business and strong manufacturing capacity. With the end of the epidemic and the recovery of the economy,
the export recliner sofa market has picked up rapidly and orders have increased quickly, but the capacity has been
affected to a certain extent in the short run. At the same time, we are gradually expanding our own brand MW
Home in the North American market, which has achieved a certain increase in export sales, and we will expand the
export business of fixed categories of sofas. We will continue to provide more diversified and competitive products,
proactively identify and develop more new customers, and sustain high-quality and steady growth in export markets.

APPRECIATION:

On behalf of the Board of Directors, | would like to express my gratitude to all of our shareholders, partners,
consumers and employees for their support in the past year. | believe that adversity makes a good company even
stronger. No matter how the future changes, we will continue to work hard to forge ahead in our markets, improve
the Company from inside to reward shareholders with better performance, and make more contributions to society.

Wong Man Li
Chairman
Man Wah Holdings Limited

MAN WAH HOLDINGS LIMITED - Annual Report 2021



Management Discussion and Analysts

MARKET REVIEW

In 2020, the spread of COVID-19 around the world, the significant appreciation of RMB, the weaken consumer
demand in the early part of the fiscal year, and the rapid increase of the price of raw materials in the late part of the
fiscal year posed a challenging environment to us. Having faced with the complex and changing trade environment
and the impact of the pandemic, the Group, while making vigorous effort in the prevention and control of the
pandemic, has promoted the resumption of work and production in an orderly way, continuously improved product
research and development capabilities, provided a comprehensive price band of high, medium and cost-effective,
as well as a complete product matrix of sofas, mattresses and accessories, and actively promoted domestic business
development, thus effectively overcoming the adverse external impact. In the first half of the fiscal year, when orders
in the export market were greatly damaged, our domestic sales bucked the trend and achieved an annual revenue
growth of 35%. According to the latest market research report published by Euromonitor in April 2021, the Group
has been the world’s top seller of recliner sofas for three consecutive years.

China Market

During the Review Period, China’s overall economy was challenged by the pandemic, and there were also
opportunities for consumption recovery and growth of demand for household products. According to the data
released by National Bureau of Statistics, a GDP growth of China was approximately 2.3% in 2020. The per capita
consumption expenditure of urban residents in China increased by 14.50% to approximately RMB32,189 in 2020
as compared with 2019. With the increase of per capita disposable income, consumers are shifting from basic
needs to higher quality of life and consumption. Meanwhile, the pandemic has led to changes in the daily lifestyle
of Chinese families, and higher demands have been put forward for the comfort and humanization of household
products. In view of the growing demand of consumers, the Group, while focusing on stationary sofas, has added
more experience functions and improved the comfort of its recliner sofa products, which is an enhanced experience
for consumers. Thanks to self-supply of core components, we are able to offer recliner sofa with more cost-effective
price chain to a wider range of families, while meeting the rigid market demand. By offering appealing products with
high quality at attractive price, we are dedicated to helping more Chinese consumers enjoy first-class service at the
price of economy class.

With the rising trend of consumption upgrading, the Company breaks through the restrictions of core components
to provide products that are good value for money. The penetration of its recliner sofas in Chinese market has been
accelerated. In addition, our brand effect as a leading enterprise becomes more prominent, the scale advantage is
gradually reflected, and the concentration continues to improve. During the Review Period, through effective store
expansion, marketing and store operation, vigorous development of e-commerce sales, and active promotion of
business model innovation, the Group gained more market share in the Chinese furniture market and achieved strong
revenue growth.

US Market

During the Review Period, the US economy was subject to severe impact of the COVID-19 pandemic, the Sino-
US economic and trade relations suffered repeated setbacks, and the monetary policy of Federal Reserve was also
changed. In 2020, the nominal GDP of the United States was approximately USD20.93 trillion and the annual GDP
shrank by 3.5%. According to the 2020 U.S. retail sales data released by the U.S. Department of Commerce, the
U.S. retail sales of furniture and home furnishings in 2020 were USD111.4 billion, down by 5.4% year on year.
According to the recliner sofa market research report published by Euromonitor in April 2021, from 2016 to 2020,
the sales volume of recliner sofa products in the U.S. market increased from 9,302,000 pieces to nearly 10,362,000
pieces, achieving a compound annual growth rate of approximately 2.7%. In the same period, sales grew from
USD10.48 billion to nearly USD12.05 billion, representing a CAGR of 3.6%. The recliner sofa category has been
growing faster than the traditional stationary sofa, and this trend is expected to continue in the future. In 2020, the
Group ranked the top three in the US recliner sofa market. The U.S. market is growing slower than the Chinese
market. The Group will try its best to gain more shares and revenue growth in the future competition by taking
advantage of its large-scale and efficient capacity, quality and cost control.
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Europe and other Overseas Markets

The European market continued to face the growth dilemma. Brexit and impact from COVID-19 posed huge
challenges to European economic growth. According to the Eurostat, the GDP of 19 countries in the Eurozone
dropped by 6.8% in 2020 from that in 2019. The economic recovery in the Eurozone has been delayed, and
competition in the European sofa market is fierce. Due to repeated outbreaks of COVID-19, orders in the European
market fell considerably last fiscal year and it failed to achieve positive growth in the whole year. The Group will
provide more diversified and competitive products to increase our shares stably in the European market as well as
other overseas markets.

Research and Development of Smart Furniture Products

During the Review Period, the Group strengthened product innovation and R&D based on the changes in the
market, focusing on the continuous improvement of product quality. After making breakthrough in the production
of European-style sofa with small iron frame, we kept penetrating hard targets. In 2020, we developed and launched
a series of new smart furniture products with innovative functions, such as “lying flat with zero gravity”, “zero
clearance against the wall”, “beautiful sofa legs” and so on. By offering more upgraded recliner sofas featuring small
size, beautiful appearance, lightness, and lying flat function, we have constantly improved our competitiveness and
provided consumers with nicer and more comfortable experience. We had acquired companies with the smart home
production line to achieve a full spectrum of smart iron frames (including American, Italian and German styles), with
an aim to increase the market share of the Group’s smart furniture and enriched our product line.

BUSINESS REVIEW

During the Review Period, benefiting from the diversified market distribution and years of preparation and
development, the Group’s business has gradually changed from OEM business to brand sales business. At present,
the brand sales business in China has accounted for more than 60%. Under the global COVID-19 challenge, in
view of the fact that the European and American markets were greatly impacted by COVID-19, the Group seized
the opportunity to vigorously develop the business in the Chinese market, expanding stores to occupy the sites
with favorable consumption flow, and improving the store management level, quality and product innovation and
research and development capabilities. The Group achieved a revenue growth of 61.9% in the Chinese market and
35.3% in its main business, maintaining its No.1 position in the global sales of recliner sofa. The revenue of the
Group reached a new high in the Review Period. The revenue analysis by different regions is as follows:

1 China Market

During the Review Period, the Group’s sales revenue from the Chinese market was HK$10,714,827,000 and
the revenue from its main business in the Chinese market was HK$9,975,577,000 (excluding real estate, mall
property and other business revenue), representing an increase of 61.9% over the same period last year, which
was HK$6,162,931,000. The revenue from the Chinese market for FY2021 accounts for more than 60% of total
revenue of the Group of the same period, which has become the main growth driver of the Group.

In terms of the offline sales channels in Chinese market, the Group will continue to carry out the strategy of
dominating Chinese market, seize the opportunity of industry optimization driven by the pandemic, accelerate
the opening of stores, and further increase the overall number and area of stores in China. As at 31 March
2021, the Group had a total of 4,122 brand stores in China. During the Review Period, we achieved a net
increase of 1,125 in the number of our brand stores, and 123 in the number of original stores of Lattoflex smart
beds and ESTELLER.
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In terms of the online sales channels in Chinese market, the Group continued to enhance its sales on Tmall,
JD.com and other e-commerce sales platforms, and actively promoted the live broadcast sales model. Through
short video promotion, live broadcast of our own stores, and in-depth collaboration with leading online
streamers, we have achieved a substantial increase in business results, fans and brand influence. In addition,
the Group also made active deployment in new retail business, in order to achieve the integration of online
and offline business and explore new growth.

While focusing on the production and sale of sofa and bed products, the Group also produces and sells chair
and other products to high-speed railway, cinema chains and other commercial customers. In addition, the
Group also produces and sells some intelligent furniture components and other products.

In addition, the Group acquired a manufacturer of sofa products located in Jiangsu Province during the Review
Period. The sofa manufacturer in Jiangsu has been consolidated into the accounts of the Group as a subsidiary
since from 1 March 2021. The Group has also subsequently completed the acquisition of a sofa manufacturer
and an iron frame manufacturer in Guangdong Province, which had been consolidated into the account of the
Group in April 2021.

North America market

With the Group’s business strategy gradually shifting from export to domestic sales, and due to the impact of
overseas pandemics, the overall contribution of the North America market has declined. Revenue from the
North America market decreased from 27.9% in FY2020 to 27.0% in FY2021. During the Review Period, the
sales revenue of main business from the North America market was HK$4,579,469,000, up approximately
30.5% from HK$3,507,855,000 in the same period last year.

In the North America market, due to the impact of the pandemic, furniture industry consumption suffered
setback. After the recovery from the pandemic in the second quarter of 2020, the Group’s export orders to
North America resumed rapid growth. In order to mitigate the adverse impact on revenue and gross margin
due to tariffs imposed by the US government, the Group acquired a plant in Vietnam in June 2018, which
has been put into operation the new plant in 2020. During the Review Period, the capacity of the Vietnam
plant increased rapidly, and most of the productions carried out for the U.S. customers have been basically
transferred to the Vietnam plant.

The Group also had some high-end sofas produced in China and exported to the United States. The high gross
margin of the high-end sofas helped offsetting part of the higher cost of the products produced by Chinese
factories due to U.S. tariffs.

Europe and other Overseas Markets

During the Review Period, the Group’s revenue in Europe declined due to the impact of Brexit and COVID-19.
During the Review Period, excluding Home Group, the revenue of our main business from Europe and other
overseas markets decreased by 6.5% to HK$876,635,000 compared to HK$937,587,000 in the same period last
year.

During the Review Period, Home Group had five sofa manufacturing plants in Poland, the Baltic States
and Ukraine, which are mainly engaged in the design and production of stationary sofas and sofa beds.
The products of Home Group are sold to many European furniture retailers. Its revenue from main business
increased by 2.7% compared with the same period last year.
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FINANCIAL REVIEW

Revenue and Gross Profit Margin

As a percentage of

Revenue (HK$'000) revenue (%) Gross profit margin (%)
FY2021 FY2020  Change (%) FY2021 FY2020 FY2021 FY2020
Business of sofas and ancillary
products 11,723,615 8,155,269 43.8% 69.2% 65.0% 37.4% 38.7%
Other products 3,708,066 2,453,102 51.2% 21.9% 19.5% 31.5% 29.8%
Home Group business 764,072 744,116 2.7% 4.5% 5.9% 34.7% 28.2%
Other business 238,318 791,812 -69.9% 1.4% 6.3% 49.4% 40.1%
Other income 511,894 413,794 23.7% 3.0% 3.3% - -
Total 16,945,965
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During the Review Period, the revenue from the North America market was approximately
HK$4,374,287,000, up approximately 31.5% from approximately HK$3,326,760,000 in the same period
last year. Among the revenue from North America during the Review Period, the revenue from the United
States and Canada was approximately HK$4,077,061,000 and HK$282,603,000 respectively.

During the Review Period, the sales revenue of sofa and supporting products from the Europe and other
overseas markets was approximately HK$497,581,000, down approximately 30.4% from approximately
HK$714,497,000 in the same period last year.

Sales of other products

During the Review Period, the Group’s revenue from sales of other products was approximately
HK$3,708,066,000, up approximately 51.2% from approximately HK$2,453,102,000 in the same period last
year.

2.1 The sales revenue of beds from the Chinese market was approximately HK$2,247,911,000, up
approximately 72.6% from approximately HK$1,302,384,000 in the same period last year. No beds were
sold to overseas markets.

2.2 The sales revenue of smart furniture components and products amounted to approximately
HK$1,460,155,000 (including approximately HK$875,919,000 from the Chinese market, approximately
HK$205,182,000 from the North America market, and approximately HK$379,054,000 from the Europe
and other overseas markets), up approximately 26.9% from approximately HK$1,150,718,000 in the same
period last year.

Business of Home Group

During the Review Period, revenue from Home Group reached approximately HK$764,072,000, up
approximately 2.7% compared with approximately HK$744,116,000 in the Last Corresponding Period.

Other Business
During the Review Period, revenue from the real estate, hotel, and furniture mall business of the Group

reached approximately HK$238,318,000, down approximately 69.9% compared with approximately
HK$791,812,000 in the Last Corresponding Period.

Other Income
During the Review Period, other income of the Group reached to approximately HK$511,894,000,

representing an increase of approximately 23.7% as compared with approximately HK$413,794,000 in the Last
Corresponding Period.
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Cost of goods sold

FY2021 FY2020 Change

HK$’000 HK$’000 (%)

Cost of raw materials 8,388,341 6,244,588 34.3%
Labour costs 1,659,858 1,133,692 46.4%
Manufacturing overhead 456,765 348,320 31.1%
Total 10,504,964 7,726,600 36.0%

Major raw materials

Average unit
cost year-on-year
change (%)

Leather

Steel products
Wood

Fabric
Chemicals
Packaging paper

Other Gains and Losses

-5.8%
3.6%
-9.0%
-1.2%
24.3%
5.9%

During FY2021, other gains and losses of the Group amounted to losses of approximately HK$93,713,000 (the Last
Corresponding Period: gains of approximately HK$56,724,000). The aforesaid losses in the Review Period mainly
come from the exchange losses and losses from fair value changes of financial assets.

Selling and Distribution Expenses

Selling and distribution expenses increased by approximately 55.8% from approximately HK$2,001,747,000 in
FY2020 to approximately HK$3,118,564,000 in FY2021. Selling and distribution expenses as a percentage of
revenue increased from approximately 16.5% in FY2020 to approximately 19.0% in FY2021. The increase was

mainly attributable to the following:

(@)  Advertising, promotion, and brand building expenses increased by approximately 65.9% from approximately
HK$283,643,000 to approximately HK$470,676,000, and their percentage in revenue increased from
approximately 2.3% to approximately 2.9%. Among the expenses, promotion expenses increased by
approximately 48.9% from approximately HK$199,449,000 to approximately HK$297,050,000, and their
percentage in revenue increased from approximately 1.6% in FY2020 to approximately 1.8% in FY2021;

(b) Salaries, welfare, and commissions of sales staff increased by approximately 48.7% from approximately
HK$334,187,000 to approximately HK$497,044,000, and their percentage in revenue increased from
approximately 2.8% in FY2020 to approximately 3.0% in FY2021;
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(c) Overseas transportation and port expenses increased by approximately 67.6% from approximately
HK$595,094,000 to approximately HK$997,601,000. As a percentage of revenue increased from approximately
4.9% last year to approximately 6.1%. Domestic transportation expenses increased by approximately 75.7%
from approximately HK$253,321,000 to approximately HK$445,004,000. As a percentage of revenue increased
from approximately 2.1% in last year to approximately 2.7% in FY2021;

(d) Customs duties imposed on goods exported to the United States rose by approximately 11.2% from
approximately HK$108,613,000 to approximately HK$120,790,000. The duties accounted for as a percentage
of revenue decreased from approximately 0.9% in last year to approximately 0.7% in FY2021;

(e) Network service expenses increased by approximately 38.1% from approximately HK$63,093,000 to
approximately HK$87,118,000, and accounted for approximately 0.5% of revenue, being the same as FY2020.

Administrative and other Expenses

Administrative and other expenses increased by approximately 25.1 % from approximately HK$622,084,000
in FY2020 to approximately HK$778,071,000 in FY2021. As a percentage of revenue, administrative and other
expenses were approximately 4.7% (FY2020: approximately 5.1%).

Income Tax Expense

Income tax expense decreased by approximately 19.3% from approximately HK$417,247,000 in FY2020 to
approximately HK$336,908,000 in FY2021. The proportion of income tax expense to profit before tax decreased
from approximately 19.8% in FY2020 to approximately 14.3% in FY2021.

Profit attributable to Owners of the Company and Net Profit Margin

The profit attributable to owners of the Company increased by approximately 17.5% from approximately
HK$1,638,069,000 in FY2020 to approximately HK$1,924,513,000 in FY2021. The net profit margin of owners of
the Group decreased from 13.5% in FY2020 to approximately 11.7% in FY2021, which was mainly because the
selling and distribution expenses increased by approximately 55.8% from approximately HK$2,001,747,000 in
FY2020 to approximately HK$3,118,564,000 in FY2021.

Dividends

The Board has proposed a final dividend of HK$16 cents per share for FY2021. During the FY2021, the Board has
already declared and paid an interim dividend of HK$10 cents per share. Total dividends declared for FY2021
accounted for approximately 52.7% of the profit attributable to owners of the Company.

Working Capital

As at 31 March 2021, the Group’s bank balances and cash and short-term bank deposits were approximately
HK$2,404,027,000 and HK$892,066,000, respectively.

The Group has been committed to maintaining a sound financial policy. Benefiting from the steady and sound
development of the Company’s business, it can effectively manage its cash flow and capital commitments. The
Group also ensures that it has sufficient funds to meet its existing and future cash requirements while providing
sustainable and stable dividend returns to shareholders.

The Group has not experienced and does not expect to experience any difficulties in meeting its repayment
obligations when the loan or financing is due.
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Liquidity and Capital Resources

As at 31 March 2021, the Group’s short-term borrowings amounted to approximately HK$3,588,713,000 and long-
term borrowings amounted to approximately HK$1,196,000. The Group’s major bank borrowings are denominated
in HKD and RMB and carry interest at fixed and variable rates. The fixed rates are ranging from 0.71% to 3.92%
(FY2020: 3.60% to 4.35%). The variable rates are subject to either i) the higher of Hong Kong Interbank Offered
Rate plus a spread, ranging from 1.01% to 1.99% (FY2020: 2.58% to 3.56%), or the best lending rate quoted by
the Hongkong and Shanghai Banking Corporation Limited plus 1% or ii) Euro Interbank Offered Rate plus a spread,
ranging from 1.59% to 2.80% (FY2020: 2.10% to 3.15%). The weighted average effective interest rates of the above
variable-rate and fixed-rate bank borrowings were 1.20% and 2.86%, respectively (FY2020: 3.01% and 4.09%,
respectively), per annum.

The Group’s primary source of working capital is cash flow from operating activities and bank deposits. As at 31
March 2021, the Group’s current ratio was approximately 1.4 (31 March 2020: approximately 1.1). As at 31 March
2021, the Group’s gearing ratio was approximately 33.4% (31 March 2020: approximately 59.4%), which is defined
as total borrowings divided by total equity attributable to owners of the Group.

Allowance for Inventories

For FY2021, the Group reversed an impairment allowance for inventories of approximately HK$18,032,000 (FY2020:
provided impairment allowance of approximately HK$24,398,000).

Impairment Loss on Trade and other Receivables

For FY2021, the Group provided impairment loss on trade and other receivables of approximately HK$2,042,000
(FY2020: approximately HK$3,527,000).

Pledge of Assets

As at 31 March 2021, there was approximately HK$12,237,000 restricted bank balances (FY2020: HK$23,636,000).
As at 31 March 2021, some subsidiaries of Home Group under the Group pledged certain assets for financing,
including property, plant, and equipment with a book value of approximately HK$3,755,000 (FY2020: property,
plant and equipment with a book value of approximately HK$25,880,000 and inventories with a book value of
approximately HK$13,041,000).

Capital Commitments and Contingent Liabilities

Save as disclosed in note 31 to the consolidated financial statements, the Group did not have any material capital
commitments as at 31 March 2021.

As at 31 March 2021, the Group did not have any material contingent liabilities.

Foreign Currency Risks

The Group’s exposure to currency risks is mainly attributable to the trade and other receivables, bank balances,
trade, and other payables and bank borrowings, which are denominated in currencies other than the functional
currency of respective Group entities. Except for the business of Home Group, most of the Group’s sales in overseas
markets are settled in USD. In addition, the Group’s sales in Mainland China and Hong Kong markets are settled in
RMB and HKD respectively. Except for the business of Home Group, the Group’s costs are mainly settled in USD,
RMB, and HKD. The revenue of Home Group’s current business in Europe was settled mainly in Euro, while the cost
was settled mainly in Euro, UAH (Ukrainian hryvnia) and PLN (Polish zloty). The Group has no hedging policy (such
as using any financial instrument) with respect to foreign exchange exposure.
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Significant Investments and Acquisitions

Save as disclosed in this report, the Group did not have any significant investments or material acquisitions or
disposals of subsidiaries, associates or joint ventures during the FY2021. The Group continues to seek suitable
opportunities to acquire furniture companies to accelerate the development of the Group.

Future Plan For Material Investments Or Capital Assets

The Group currently do not have any plan for material investments or capital assets in the coming year.

USE OF PROCEEDS FROM THE PLACING OF NEW SHARES

Reference is made to the Company’s announcements dated 15 January 2021 and 22 January 2021 (the “Announcements”)
in respect of the placing of 150,000,000 new ordinary shares of the Company (the “Placing”) at the placing price of
HK$15.85 per share. The net placing price was HK$15.75 per share. The closing price of the Company’s share on 15
January 2021, the date on which the relevant placing agreement was entered into, was HK$16.20. To the best of the
Directors’ knowledge, information and belief, having made all reasonable enquiries, the placees and their respective
ultimate beneficial owners (if any) were professional, institutional, or other investors who are third parties independent of
the Company and its connected persons (as defined under the Listing Rules). The Company successfully raised a total net
proceeds of (after deducting related costs and expenses) from the Placing amounted to approximately HK$2,362.7 million.
Based on a nominal value of HK$0.40 per share, the aggregate nominal value of the Placing Shares was HK$60,000,000.
As disclosed in the Announcement, the Company intended to use the net proceeds for expansion of China factory
manufacturing facilities, digitizing new retail business, increasing number of stores, and general corporate purpose.

As at 31 March 2021, the net proceeds from the Placing has been utilised as intended with details as follows:
1. atotal of HK$274.47 million for capacity and factory expansion in China;

2. atotal of HK$86.79 million for investment on production equipment in order to increase the production capacity in
the China factory;

3. a total of HK$130.25 million for settling part of the consideration for the acquisition of 51% interest in Shenzhen
Style Home Furnishing Co., Ltd.* (0 000 0 OO OO O O), which owns manufacturing facilities in China; and

4. atotal of HK$43.78 million for the expenses of increasing the number of stores.

As at 31 March 2021, the remaining net proceeds of HK$1,827.41 million from the Placing was not yet utilised. It is
expected to be utilised as intended for general corporate purpose by 31 March 2022.

HUMAN RESOURCES

As at 31 March 2021, the Group had 30,621 employees (31 March 2020: 22,041 employees). The increase in the
number of employees mainly results from the expansion of the Vietnam factory during the Review Period.

The Group always regards its employees as its most important resource, and provides its staff with sound working
and living conditions at the main manufacturing bases, and has developed a comprehensive staff training and
development, performance evaluation, and incentive system. Meanwhile, the Group is also devoted to enhancing
production and operating efficiency. By improving the standardization and automation level of the production
process as well as the operation management process, the Group also increased the number of employees while its
revenue steadily increased during the Review Period.

During FY2021, the total staff costs for the Group amounted to approximately HK$2,491,708,000 (FY2020:
approximately HK$1,729,151,000), of which approximately HK$23,385,000 (FY2020: approximately
HK$15,905,000) was Directors’ emoluments. The Group endeavours to keep the remuneration packages of its
employees competitive and reward employees based on their performance. As part of the Group remuneration
system and policy, we have adopted a share option scheme and a share award scheme, both of which enable the
Group to reward employees and incentivise them to perform better.
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FUTURE PLANS AND OUTLOOK

With the increase in market share and turnover of the Group’s products in the Chinese market, the Group will
actively increase its production lines and expand plants to increase its capacity; and further reduce costs by
increasing self-developed processes and strengthening cost control to enhance the competitiveness of its products in
the market.

In terms of products, the Group will further consolidate the leading position of its recliner sofas and leather sofas in
the industry through product upgrades and technological breakthroughs. The Group will also enter customized and
fabric sofas segments with strong power by ways of mergers and acquisitions, which will enrich the Group’s product
portfolio, in order to provide consumers with more choices, and continue to meet the people’s desire for a better
life.

In terms of talent training, the Group invests over RMB10 million each year to empower talent development.
Through the comprehensive integration of high-level educational environment and educational resources, the
Group provides a strong driving force for the career development of its employees. By implementing a wide range
of professional education based on general education and training employees in accordance with their aptitude, the
Group has formed an ecological chain of talent cultivation with distinctive characteristics of the Group, which leads
the talent cultivation in smart home industry.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED
SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s listed
securities during the year ended 31 March 2021.
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INTRODUCTION

Man Wah Holdings Limited (“Man Wah” or the “Company”) has been persistent in the pursuit of its corporate value
of “fulfilling social responsibility and achieving sustainable development,” and strived to promote the environment
in the community and green recycling economic development, while adhering to the irrevocable duty and
responsibility of “bringing healthy, comfortable, valuable and stylish home to thousands of families”.

This report summarizes the actions and achievements of the Company and its subsidiaries (collectively the “Group”)
in actively fulfilling its social responsibilities in the four key areas of environmental protection, operating practices,
workplace quality and public welfare activities during the year ended 31 March 2021 (“FY2021”, the “Review
Period” or the “Current FY”), thereby reflecting the progress achieved by the Group during the Current FY.

1. ENVIRONMENTAL PROTECTION

The Group has strived to enhance operational efficiency. Meanwhile, it has taken lots of measures to reduce
the impact on the environment. The processes of its product design, factory design and supplier selection have
been always in accordance with the highest standards of environmental protection, so as to reach a high degree
of integration in the efficiency improvement, resource conservation, environmental protection and healthy
products. The Group has strictly complied with the Environmental Protection Law of the PRCOO D OO DO
00 0O 0O 00, the Water Pollution Prevention and Control Law of the PRCO O DO OO0 DOOODOOOOD),
the Atmospheric Pollution Prevention and Control Law of the PRCOO DD OOO0O OO OO 0O O D), the Law
of the PRC on Prevention and Control of Pollution from Environmental Noise 00 0000000000000
0 0O 0), and other relevant environmental protection laws and regulations of the jurisdictions where the Group
operates its factories.

1.1 Energy Saving and Emission Reduction

In the furniture production process, the Group increased the utilization rate of resources by improving the
production procedure continuously and using more environmentally friendly materials and equipment,
so as to reduce costs while minimizing the impact on the environment. As it would generate a certain
amount of waste water, gas emissions and solid wastes in the furniture production process, the Group has
adopted a series of effective measures. In respect of the uncontrolled exhaust gas, waste water and noise
arising from operation, the Group has complied with all the national standards such as the Integrated
Emission Standard of Air Pollutants (000 O 0O OO O0O), the Integrated Wastewater Discharge
Standard (0000 00O 0O O) and the Emission Standard for Industrial Enterprises Noise at Boundary (0 O
0000O00000000) and did not exert material impacts on the environment.

In terms of waste water treatment, the Group has self-constructed domestic sewage treatment systems
in the main factories in China. From February 2018, all the wastewater discharged by the Group has
been processed by a localized public wastewater treatment plant throughout the Current FY. In the prior
FY, around 200,000 tons of domestic sewage has been treated by the Group. All treated up to standard
domestic sewage has been recycled and reused, saving approximately 64,922 tons of water in prior
corresponding Period.

In order to ensure air quality in the workplace, the Group established the full-circumference exhaust
gas collection device in all sponge factories, where plasma photolysis and activated carbon adsorption
processes were used to treat the exhaust gas. (Please refer to the pictures below)
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No substantial direct emission of greenhouse gas is generated from the Group’s business activities.
Greenhouse gases emissions associated with electricity purchase was approximately 47,111 tonnes
(CO2 equivalent emissions) (2020: 38,440 tonnes) during the Current FY. Indirect emissions other than
electricity were minimal.

Greenhouse gases emission 2021 2020
Total Greenhouse gases emission (tonnes) 47,165 48,969
Total Greenhouse gases emission per employee (tonnes per employee) 1.521 2.69
Direct emissions (tonnes) 0 0
Indirect emissions (tonnes) 47,165 48,969
Quantity of purchased Electricity (‘000 KWh) 64,352 54,334
Emission factor (kg/kWh) 0.73 0.73

The Group does not generate much waste paper and household garbage during its operation, all of which
are collected and disposed by cleaning personnel and afterwards are processed by the Local Sanitation
Bureau. Such arrangement does not cause material impact on the environment. The solid wastes such as
leftover woods, fabrics and leather, etc. are recycled and reused by the Group in order to save material
consumption costs and enhance the resources efficiency. The Group does not generate major hazardous
emissions or waste in its operation. As such, data on emission and waste generated from hazardous
emission has not been collected. The non-hazardous waste of the Group (representing leftover woods
fabrics and leather) produced during the Review Period was approximately 51.929 tonnes (2020: 45.330
tonnes) and the said waste did not exert any significant impact on the environment.

In the carpentry workshop, the Group used new dust removal equipment in all manufacturing base in
China, in order to lower the dust concentration effectively, reduce exhaust emission, and protect the
health of the practitioners. Moreover, waste water of the panel-type furniture factory can be reused on the
production line after treatment, so as to save water resources. By establishing the closed spraying device,
harmful gases will not leak, thus ensuring the safe working environment for employees. (Please refer to
the pictures below)
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1.2 Resources Consumption

The Group acknowledges the importance of operation-wide consumption of energy. Therefore, the
Group has set up an energy measurement and management system with detailed specifications to reduce
the consumption of resources. Furthermore, a dedicated energy management organization, the Energy
Management Team, was set up in 2012. Under this team’s leadership, strict management and precise
measurement have been implemented on the energy consumption in production and non-production
systems in respect of energy imports and exports and incentive and constraint mechanisms for energy-
saving have been established and improved. The energy conservation team has set up an energy-
saving incentive fund to reward teams and individuals who have achieved excellent results in energy
management, energy-saving innovations, and exploring potential in energy-saving work.

We monitor our water consumption continuously and implement water saving measures at all our
outlets. There were no issues with the water supply as the water is directly supplied from the respective
government agencies.

During FY2021, total electricity consumption of the Group’s sofa production bases in China was
approximately 60,000,000 kWh, a decrease of approximately 10.3% as compared to the Last
Corresponding Period. Total water consumption was about 1,073,508 tons, increasing by approximately
37.3% as compared to about 781,765 tons in the Last Corresponding Period. During the Current FY, the
major energy consumption of the Group is as follows.

2021 2020
Energy Consumption Unit Total Consumption Total Consumption
Total electricity consumption
(excluding the solar power panels) 000 KWh 64,352 54,334
Electricity consumption per capita 000 Kwh/per person 1.93 3.67
Consumption of non-renewable fuels L 268,027 228,561
Consumption per capita L/per person 8.62 12.55
Total water consumption m3 1,073,508 781,765
Water consumption per capita m?/per person 34.51 42.94

The Group mainly uses paper boxes, plastic bags and sponge scraps as packaging materials for its
products. The amount of various types of packaging materials used in Current FY was approximately
29,784 tons (2020: 23,352 tons) in total and approximately 18 kg (2020: 18 kg) packaging materials were
used per set of sofa. The Group used the packaging materials reasonably and effectively to minimize its
impact on the environment.
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1.3 Environment and Natural Resources

The Group has been committed to the protection of natural resources and reduction of resource wastage
across its operation, which has become integral to its corporate culture.

In the factories in China, a solar photovoltaic system at the rooftops has been used. During the Review
Period, the three production bases of the Group in China generated power capacity of approximately
14,807,854 kWh with photovoltaic systems, representing approximately 24.7% of the total electricity
consumption of sofa production bases as compared to 24.3% in the Last Corresponding Period. In
addition, the Group proactively implemented the paperless office policy, thereby minimizing the adverse
impacts of its operation on the environment.
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OPERATING PRACTICES

The Group’s sofa brand “Cheers First-class Cabin” was awarded the accolades of “Consumers’ Favorite Brand
of Furniture” and “Green Furniture Products,” and its products continued to gain consumer recognition.
Providing the best-quality home products and services to billions of consumers around the world is the Group’s
commitment to consumers, and also the foundation for its constant and robust growth. The Group’s employees
must abide by the anti-corruption policy strictly so as to maintain the Group’s reputation.

2.1 Product Liability

In order to provide healthy and comfortable products to customers and
ensure the product quality, in strict accordance with the law of the PRC
on Product Quality, the Group always uses high quality materials from
the product design stage and sets up a comprehensive supplier evaluation
system. Only those suppliers with scale, industry position, quality control
and reputation that can satisfy the Group’s required standard can enter
into supply chain system of the Group. For selection of raw materials, the
Group makes sure the quality and environmental indicators could meet
relevant national regulations and industry standards and standards in clients
countries, and it adheres to strict and reasonable raw material specification
table, defining the nature, quality policy and safety indicators of raw
materials, and providing quantitative and definite standards for procurement
and inspection of raw materials. The Group has introduced a variety of
special testing equipment, for example: the heavy metal content tester
for checking if the heavy metal content in raw materials such as fabrics,
paint and plywood complies with national standards; Martindale abrasion
tester for testing the abrasion resistance of leather and ensure the quality
of raw materials; and vertical low-temperature flexing tester for testing the
smoothness and durability of fabrics at a low temperature environment.

To ensure the Group provides the highest quality products to
customers, in strict accordance with the law of the PRC on
Product Quality and Protection of the Rights and Interests of
Consumers, and the Advertisement Law, it has developed a set of
strict quality management procedures, covering the whole process
from supplier selection, materials testing, process control, pre-
delivery tests, third-party inspection and certification, after-sales
service and product quality tracking, and has the IT system record
and track the whole process. Based on the strict standards of the
world’s respected third-party testing organizations, the Group
has established testing systems for raw materials, flame retardant,
electronic hardware, metal frame, foam, leather, fabric, cloth,
semi-finished and finished products. The Group has attained
ISO9001 quality management system, 1SO14001 environmental
management system and China Environmental Labeling Product
Certifications. In addition to meeting inspection standard of
customers, the Group regularly sends its products to third-party
authoritative organizations for testing.

During the FY2021, the Group had complied with the applicable
laws and regulations that had a significant impact on the Group
with regards to product responsibility.
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2.2 Supply Chain Management

2.3

When selecting suppliers, the Group conducts on-site assessments of the potential suppliers’ industry
position, production capacity, technical capability, quality control system, production environment,
testing capability and personnel quality, requiring relevant qualifications and certifications. Only
those who pass the assessment can be qualified as its suppliers. In addition, suppliers are managed by
hierarchies based on their average monthly purchase volume, and suppliers are paid as scheduled to
enable suppliers to grow together with the Group, in return to provide high quality raw materials.

The Group has constantly improved accuracy of sales and production forecast, to further reduce safety
stock and thus improve inventory turnover.

Anti-corruption

The Group has been committed to establishing and consistently improving its internal control system in
order to prevent corruption and fraud.

The Company’s audit committee and management do not tolerate any corruption and fraud. The integrity,
impartiality, transparency and responsibility are reflected in the policies and operational procedures of
the Group.

In addition, the Group conveys its firm stance against corruption and fraud to its employees, which
is an integral part of its corporate governance, and is a full guarantee for the assets and interests of
shareholders. It also includes applicable provisions in the contracts with third party suppliers to explain
to them its requirements. The Group’s internal audit department conducts an independent audit to make
the integral mechanism more effective and complete. Seminars are held regularly within the Group to
communicate professional knowledge, skills and experience.

The Group has strengthened the supervision of anti-corruption, while ensuring daily supervision channels.
In addition, the Group has set up a corruption reporting platform to encourage real-name reporting of
corruption and theft of corporate property during the production and operation. By public WeChat ID,
telephone and office automation system, this platform has realized efficient and effective communication
between the suppliers, consumers, grass-roots staff and management personnel, with the reward system
established for informers.

Through continuous improvement of internal operation efficiency and constant promotion of the internal
control system, the Group sets up related policies and procedures for the majority of business activities,
and implements regular inspection on compliance with policies and procedures. The Group also reviews
the business monthly to find out abnormality in its business in time.

During the FY2021, there was no non-compliance with the applicable laws and regulations on prevention
of bribery, extortion, fraud and money laundering such as Criminal Law of the People’s Republic of China
gooboooobooo
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WORKING ENVIRONMENT

The Group always regards talents as the most valuable resource and provides staff with a comfortable and
efficient working environment. The Group develops labor standards and standards on prevention of employing
child and forced labour in strict accordance with the Labor Law of the People’s Republic of China 00 O O
0000000D), the Labour Contract Law of the People’s Republic of China 000000000000
0 0), Vietnamese Labour Law 00 0 0 O O 0) and other relevant regional employment laws and regulations.
Focusing on employee health and safety measures, the Group offers training and development opportunities
as well as broad career promotion channel for employees. The Group also advocates the work-life balance of
employees.

The Group has set up a series of policies and procedures on human resources management, including but
not limited to: recruitment and promotion, compensation and dismissal, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, benefits and welfare, preventing child and forced labour, etc.

It has set up detailed employee selection procedures to make sure that only qualified employees are recruited
to the Group. Based on requirement of different positions, the Group has developed training manuals and
programs for employees. In order to better motivate employees, provide equal opportunities to them and
evaluate them to make sure that their behaviors are in line with the Group’s goal, the Group has set up a
comprehensive performance evaluation system. Benefited from its strong information system and management
accounting system, the Group tries to evaluate the performance of different levels of employees and
management by actual numeric key performance indicators (“KP1”), and reduce the proportion of subjective
judgment in people evaluation. At the same time, the Group has set up a series of incentive bonus programs
based on above KPIs. The grant of share options is also based on annual KPIs of managers.

The Group cooperates with many big furniture retailers. These clients conduct regular social responsibility
audits to factories of the Group, including detailed checking on working and living environment of workers,
preventing child and forced labour, etc. The Group maintains a good record during these factory audits. This is
also part of the reasons that the Group can keep long term cooperation with these furniture retailers.

3.1 Health & Safety

During the Review Period, the Group had strictly abided by the Work Safety Law of the People’s Republic
of ChinaUODOUODOOUODOMOOOO O D), Safety Production License Regulations of the People’s Republic
of China D0 DUO0OODOO0OODOOOOOOOD), Enterprise Safety Production License Management
Regulations of the People’s Republicof ChinaU D O 0000000000000 OODOOD), Law of
the People’s Republic of China on Prevention and Control of Occupational Diseases 00 000 000 O
00 00 0D and the relevant laws and regulations on safe production of the furniture of operation, and
continued to implement the following measures to protect employees’ occupational health and safety:

1. conducting three-level safety training and on-the-job safety training for new employees;

2. establishing voluntary fire brigade, purchasing professional fire and emergency rescue equipment,
and regularly holding fire evacuation drills to improve the safety awareness of all employees;

3. regularly arranging health check of employees at the positions with occupational hazards, and
supervising employees to wear labor protection products;

4. while procuring the equipment, the safety of the equipment is always the first evaluation index —

devices are used to prevent occupational injuries during production, such as the use of infrared
detector and nail gun protector on punching machines, etc.;
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5.  strengthening the on-site identification and rectification of hidden production safety accidents, and
implementing the main responsibility of the enterprise to protect the health and safety of employees;

6. establishing a centralized system of supplier assessment, procurement and inspection for food
materials of staff canteens; and

7. installing central air-conditioning systems at main production areas. During the FY2021, the number
of lost working days due to work-related injuries fell by approximately 6.1% as compared with
FY2020. During the Review Period, there was no material breach or non-compliance with the
applicable laws and regulations stated above that had a significant impact on the Group relating to
health and safety.

3.2 Staff Training

The Company attaches great importance to the development and cultivation of talents. In addition to
the organization of regular on-the-job training and management training, the Company also continues
to develop talent cultivation programs in cooperation with well-known institutions, and has internally
provided specialist training courses, academic education classes and professional managers training
courses. During the Review Period, the Group spent approximately HK$10.21 million on training
(approximately HK$8.46 million in the Last Corresponding Period), details of which are as follows:

* offer training classes for production leaders, which have cultivated nearly 144 (318 in the Last
Corresponding Period) outstanding team leaders and line leaders during the Review Period,
and have trained accumulatively more than 2,408 outstanding team leaders and line leaders
within the past five years;

offer classes to junior business representatives and regional training classes, which have cultivated
3,651 outstanding business representatives (6,490 in the Last Corresponding Period) during the
Reporting Period.

offer franchisees training courses to improve the management and operating capabilities of
franchisees, which have trained 1,486 franchisees and store managers during the Review
Period (2,401 franchisees and store managers in the Last Corresponding Period);

* offer an EDP class and a mini MBA class in cooperation with the Research Institute of Tsinghua
University. A total of 68 employees (68 employees in the Last Corresponding Period) graduated
from the trainings in cooperation with the Research Institute of Tsinghua University during the
Review Period.

Golden Seed talent pool plan: Since 2011, the Company has recruited outstanding graduates every
year from well-known universities through campus recruiting. As of the end of the Review Period,
we offered eleven cadres reserve classes, of which six classes were offered during the Review
Period. Each outstanding college graduate, undergraduate student and junior college student has
been provided with a mentor, a tailored career development plan and targeted rotation training.
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In order to reserve talents for expanding the overseas market, during the Review Period, the
Company launched a cadre trainee program. By recruiting outstanding students from overseas and
developing a systematic training program, the Company helped the cadre trainees learn about the
production process and product knowledge on the spot and participate in marketing activities.
During the Review Period, the Company has started one training class.

1. EMBA education: The Company cooperates with domestic and foreign well-known business
colleges and select executives to take EMBA courses and general manager training courses.

In order to reward those employees’ children who are admitted to universities, the “Golden Houses
Exist in Books — Man Wah Holdings All Staff Education Grants Program” established by and with
personal contributions from Mr. Wong Man Li, the Chairman of the Board and president of the
Company, has currently awarded student grants (a total of approximately more than RMB5,030,000)
to eleven groups of applicants (329 employees in total) since its founding in May 2010. A total of
approximately RMB477,000 was granted to 30 employees during the Review Period.

3.3 Staff Development and Motivation

In recent years, the Company has provided management and professional channels for staff career
development, and initially established qualification standards and an excellent staff study points
system to provide a standard basis for staff promotion and career development. The Company carried
out organizational and talent inventory, and adopted comprehensive assessment of performance and
capability to retain reserve talents for key positions of the Company.

The Company has conducted the classified management for talents, provided the appropriate promotion,
salary adjustment, job transfer, training and other development plans according to the talent situation,
carried out internal personnel selection according to the business development, and built a broader
platform for staff development.

Benefiting from the strong information system and management accounting system, the Company has
developed a monthly comprehensive quantitative performance appraisal system for staff at the manager-
level and above, determining their rewards completely based on objective data. In addition to cash
bonus, the Company has developed the share option incentive scheme covering all officers at the
manager level and above. During the Review Period, the Company granted 4,385,200 share options to
1,027 officers at the manager level and above (the Company granted 6,388,000 share options to 917
officers at the manager level and above in the Last Corresponding Period).
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3.4 Work-Life Balance

The Group has been committed to providing employees with ideal working conditions and fully relaxing
rest environment. In the staff living area of major factories, the Company has established Staff Club to
offer a variety of sports equipment, cinemas, libraries and other facilities, and regularly held various
activities for staff, such as various competitions, training classes and staff evening parties, etc.

During the Review Period, there was no material breach or non-compliance with the applicable laws
and regulations that had a significant impact on the Group relating to human resources management,
including preventing child or forced labour.

4. PUBLIC WELFARE

The Group has been actively involved in various social welfare activities in different ways to give back to
society, such as donations to the Community Chest, the Hong Kong Celebration Association, etc. In addition
to donations from time to time, the Group also organizes various volunteering activities for its employees,
customers and even suppliers, incorporating social services into the team-building activities. While giving back
to society, the Group also improves the quality and the sense of belonging to the Company of its staff.

During the Review Period, the Group donated a total of approximately HK$16,082,000 towards public welfare
(approximately HK$12,363,000 in the Last Corresponding Period).
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CORPORATE GOVERNANCE PRACTICES

Man Wah Holdings Limited (the “Company”) has a policy of seeking to comply with established best practice in
corporate governance. The board (the “Board”) of directors (the “Directors”) of the Company believes that good
corporate governance is crucial to improving the efficiency and performance of the Company and its subsidiaries
(the “Group”) and to safeguarding the interests of its shareholders (the “Shareholders”). Set out below are the
principles of corporate governance as adopted by the Company during the year ended 31 March 2021 (“Review
Period”).

CORPORATE GOVERNANCE CODE

The Board acknowledges the importance of the highest standards of corporate governance as the Board believes
that effective corporate governance practices are fundamental to enhancing shareholders’ value and safeguarding
the interest of shareholders. Accordingly, the Company has adopted sound corporate governance principles that
emphasize effective internal control and accountability to all shareholders.

The Company has applied the principles of and complied with the applicable code provisions of the Corporate
Governance Code as set out in Appendix 14 (the “CG Code”) to the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”) during the Review Period, save for the deviation from Code Provision A.2.1
which is explained below. The Company periodically reviews its corporate governance practices to ensure that they
continue to meet the requirements of the CG Code.

Under the Code Provision A.2.1, the roles of chairman and chief executive officer should be separate and should
not be performed by the same individual. The Company does not have any officer with the title of “chief executive
officer” before 3 November 2020. Mr. Wong Man Li, who acts as the Chairman and Managing Director of the
Company, has been also responsible for overseeing the general operations of the Group. The Board meets regularly
to consider major matters concerning the operations of the Group. The Board considers that this structure had not
impaired the balance of power and authority between the Board and the management of the Company. The roles of
the respective executive directors and senior management who are in charge of different functions complement the
role of the chairman and chief executive officer. The Board believes that this structure had allowed the Group to
operate efficiently.

On 3 November 2020, Mr. Feng Guohua was appointed as an Executive Director and Chief Executive Officer of the
Company and since then the roles and functions of the chairman and chief executive officer have been separated
and performed by different individual which is in compliance with Code Provision A.2.1.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules as a code of conduct of the Company for Directors’ securities
transactions. The Company has made specific enquiry of all Directors and the relevant employees regarding any
non-compliance with the Model Code during the Review Period, and they all confirmed that they had fully complied
with the required standard set out in the Model Code and its code of conduct regarding directors’ securities
transactions. Employees who are deemed to be in possession of unpublished price sensitive information in relation to
the Company or its shares are prohibited from dealing in shares of the Company during the black-out period.
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CORPORATE GOVERNANCE FUNCTIONS

It is the responsibility of the Board to determine the appropriate corporate governance practices applicable to the
Company’s circumstances and to ensure relevant processes and procedures are in place to achieve the Company’s
corporate governance objectives.

The duties of the Board in performing its corporate governance functions under the CG Code include:

1. to develop and review the Company’s policies and practices on corporate governance;

2. to review and monitor the training and continuous professional development of Directors and senior
management of the Company;

3. to review and monitor the Company’s policies and practices on compliance with legal and regulatory
requirements;

4. to develop, review and monitor the code of conduct and compliance manual applicable to employees and
Directors of the Company; and

5. to review the Company’s compliance with the CG Code and disclosure in the Corporate Governance Report.
During the Review Period, the Board in particular considered the following corporate governance issues:

(i)  to review the Terms of Reference and Proceedings of the Board;

(i) to review the Terms of References of the Audit Committee and Remuneration Committee;

(iii) to review the Terms of Reference of the Nomination Committee;

(iv) to review the Shareholders’” Communication Policy and Procedures for Shareholders to propose a person for
election as a Director;

(v)  to review the Policy for the employees to raise concerns about possible improprieties; and

(vi) to review the effectiveness of the internal controls and risk management systems of the Company through the
Audit Committee.

SHAREHOLDERS” MEETINGS

The annual general meeting and other general meetings of the Company are the primary forum for communication
by the Company with the Shareholders and for Shareholders’ participation. All Shareholders are encouraged to
attend the general meetings or to appoint proxies to attend and vote at meetings on their behalf if they are unable to
attend the meetings.

During the Review Period, apart from the annual general meeting and special general meeting, both held on 3 July
2020, the Company has not held any other general meeting.
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Attendance records

During the Review Period, the annual general meeting and special general meeting were held and the attendance
records are as follows:

Meetings attended/ Meetings attended/
Eligible to attend  Eligible to attend

Annual General Special General
Board Meeting Meeting
Executive Directors
Mr. Wong Man Li (Chairman and Managing Director) 1/1 11
Ms. Hui Wai Hing 171 11
Mr. Feng Guohua (Chief Executive Officer)

(Appointed on 3 November 2020) 0/0 0/0
Mr. Alan Marnie 1/1 1/1
Mr. Dai Quanfa 1/1 1/1
Ms. Wong Ying Ying 171 11
Ms. Yang Huiyan (Resigned on 31 December 2020) 1/1 1/1
Independent Non-executive Directors
Mr. Chau Shing Yim, David 11 11
Mr. Ong Chor Wei 1/1 1/1
Mr. Kan Chung Nin, Tony 1/1 11
Mr. Ding Yuan 171 11
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DIRECTORS’ TRAINING AND PROFESSIONAL DEVELOPMENT

The Company has provided funds to encourage the Directors to participate in professional development courses
and seminars to develop and refresh their knowledge and skills. During the Review Period, regulatory updates
and relevant materials on amendment of Listing Rules were sent to the Directors for their awareness of the latest
development on statutory requirements.

The training each Director received during the Review Period is summarized as below:

Attending seminars/
in-house workshops

Reading materials relevant to the Company’s
regarding regulatory business, Listing Rules
update and corporate compliance and risk

Name of Director governance matters management
Executive Directors

Mr. Wong Man Li v v
Ms. Hui Wai Hing 4 4
Mr. Feng Guohua (Appointed on 3 November 2020) v v
Mr. Alan Marnie v v
Mr. Dai Quanfa v v
Ms. Wong Ying Ying 4 v
Ms. Yang Huiyan (Resigned on 31 December 2020) 4 v
Independent non-executive Directors

Mr. Ong Chor Wei v v
Mr. Chau Shing Yim, David v v
Mr. Kan Chung Nin, Tony v v
Mr. Ding Yuan 4 v

BOARD OF DIRECTORS

As at 31 March 2021, the Board comprised six executive Directors and four independent non-executive Directors
(the “INEDs”). The list of Directors is set out in the section headed “Directors’ Report” of this annual report.

The Board has a balance of skills and experience appropriate for the requirements of the business of the Company.
The Directors’ biographical information is set out in the section headed “Directors’ Biographies” of this annual
report.

Save for the Directors’ business relationships as a result of their respective directorships in the Company, the spousal
relationship between the executive Directors Mr. Wong Man Li and Ms. Hui Wai Hing, and the family relationship
between Mr. Wong Man Li, Ms. Hui Wai Hing and Ms. Wong Ying Ying, as disclosed in each of their respective
biographies in the section headed “Directors’ Biographies” of this annual report, there are no financial, business,
family or other material or relevant relationships among members of the Board and they are independent from each
other.

The Board met regularly during the Review Period on an ad-hoc basis as required by business needs. The Board’s

primary purpose is to set and review the overall strategic development of the Group and to oversee the achievement
of the plans to enhance Shareholders’ value. Daily operational decisions are delegated to the executive Directors.
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Role and function

The Board is responsible for overall strategic formulation and performance monitoring of the Group. It delegates day-
to-day operations of the Company to the executive committee of the Board (the “Executive Committee”) and senior
management within the control and authority framework set by the Board. In addition, the Board has also delegated
various responsibilities to each of the Company’s audit committee (the “Audit Committee”), remuneration committee
(the “Remuneration Committee”) and nomination committee (the “Nomination Committee”). Further details of these
committees are set out in the sections headed “Audit Committee”, “Remuneration Committee” and “Nomination
Committee” below.

Board meetings

The Board has four scheduled meetings a year. Additional meetings would be arranged if and when required. The
Directors can attend meetings in person or through other means of electronic communication in accordance with the
bye-laws of the Company (the “Bye-laws”).

The company secretary of the Company (the “Company Secretary”) assists the Chairman in drawing the agenda of
each meeting and each Director may request inclusion of matters in the agenda. Generally, at least 14 days’ notice
of a regular Board meeting is given and the Company aims at giving reasonable notice for all other Board meetings.
The Company also aims at sending the agenda and the accompanying board papers, which are prepared in such
form and quality as will enable the Board to make an informed decision on matters placed before it, to all Directors
at a reasonable time before the intended date of a Board meeting.

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

The Company Secretary is responsible for taking minutes of Board and Board committee meetings, drafts and
final versions of which would be sent to Directors for comments and records respectively, in both cases within a
reasonable time after each meeting. Minutes are recorded in sufficient detail the matters considered by the Board
and decisions reached, including any concerns raised by Directors or dissenting views (if any) expressed. Minutes of
the Board and Board committees’ meetings are kept by the Company Secretary and are open for inspection by any
Director or committee member.

If a substantial shareholder of the Company or a Director has a conflict of interest in a matter (including material

transaction with connected persons) which the Board has determined to be material, a Board meeting will be held
instead of by way of resolution.
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Attendance records
During the Review Period, a total of seven Board meetings were held and the attendance records are as follows:

Meetings attended/
Board Eligible to attend

Executive Directors

Mr. Wong Man Li (Chairman) 717
Ms. Hui Wai Hing 717
Mr. Feng Guohua (Chief Executive Officer) (Appointed on 3 November 2020) 4/4
Mr. Alan Marnie 717
Mr. Dai Quanfa 717
Ms. Wong Ying Ying 717
Ms. Yang Huiyan (Resigned on 31 December 2020) 5/5

Independent Non-executive Directors

Mr. Chau Shing Yim, David 717
Mr. Ong Chor Wei 717
Mr. Kan Chung Nin, Tony 717
Mr. Ding Yuan 717

Access to information

The Directors may seek independent professional advice in appropriate circumstances, at the Company’s expenses.
The Company will, upon request, provide separate independent professional advice to Directors to assist the relevant
Directors to discharge their duties to the Company.

The Board is supplied with relevant information by the senior management pertaining to matters to be brought before
the Board for decision as well as reports relating to operational and financial performance of the Group before
each Board meeting. Where any Director requires more information than is volunteered by the management, each
Director has the right to separately and independently access to the Company’s senior management to make further
enquiries if necessary.

Appointments and re-election of Directors

Directors were nominated by members of the Board during the year to fill casual vacancies or as an addition to
existing Board. The Nomination Committee, in consultation with the Board, determines the selection criteria and
identifies candidates with the appropriate expertise and experience for the appointments of new Directors. The
Nomination Committee then nominates the most suitable candidate to be appointed to the Board.

According to the Bye-laws, any Director so appointed by the Board shall hold office, in the case of filling a casual
vacancy, only until the next following general meeting of the Company or, in the case of an addition to their
number, until the next following annual general meeting of the Company who shall then be eligible for re-election at
such general meeting. Every Director (including the NED and INEDs) is appointed for a specific term and is subject
to retirement by rotation at least once every three years.

Every newly appointed Director will be given an introduction of regulatory requirements. The Directors are

continually updated on the latest development of the Listing Rules and other applicable statutory requirements to
ensure compliance and upkeep of good corporate governance practice.
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Independent Non-executive Directors

Pursuant to Rules 3.10(1), 3.10(2) and 3.10A of the Listing Rules, the Company has appointed four independent non-
executive Directors for a term of three years. Two of the INEDs, Mr. Chau Shing Yim, David and Mr. Ong Chor Wei,
have appropriate professional qualifications or accounting or related financial management expertise. Every Director
is subject to retirement by rotation at least once every three years in accordance with the Bye-laws.

The INEDs are considered by the Board to be independent of the management and free of any relationship that could
materially interfere with the exercise of their independent judgments. The Board considered that each of the INEDs
brings his own relevant expertise to the Board and its deliberations. None of the INEDs has any business or financial
interests with the Group nor has any relationship with other Directors.

Directors’ and Auditors’ Responsibilities for Accounts

The Directors’ responsibilities for the accounts and the responsibilities of the external auditor to the Shareholders are
set out on page 62 of this annual report.

Board Committees

The Board has established the following committees to oversee particular aspects of the Company’s affairs and
to assist in the execution of the Board’s responsibilities. All committees have their own terms of reference. All
resolutions passed by the committees will be reported to the Board at the next Board meeting.

Audit Committee

The Audit Committee has been established with specific written terms of reference which deal clearly with its
authorities and duties. As at 31 March 2021, the Audit Committee consisted of four INEDs, namely, Mr. Chau Shing
Yim, David, Mr. Ong Chor Wei, Mr. Ding Yuan and Mr. Kan Chung Nin, Tony. None of the members of the Audit
Committee are former partners of the auditor of the Company within the past financial year. The principal duties of
the Audit Committee include, among other things:

J to review the audit plans of the Group’s external auditors;

° to review external auditors’ reports;

o to review the cooperation given by the Group's officers to the external auditors;

o to review the Group’s financial statements before their submission to the Board;

J to review, approve and monitor internal control procedures and risk management systems;

. to review the effectiveness of our internal audit function;

J to review and approve the terms and conditions for all interested person transactions;

o to nominate external auditors for appointment;

e to review and ratify interested person transactions to ensure that they comply with the approved internal

control procedures and have been conducted on an arm’s length basis; and
e to review the Group’s financial and accounting policies and practices.
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The Audit Committee has explicit authority to investigate any activity within its terms of reference and the authority
to obtain outside legal or other independent professional advice if it considers necessary. It is given access to and
assistance from the employees and reasonable resources to discharge its duties properly.

During the Review Period, the Board had no disagreement with the Audit Committee’s view on the re-appointment
of the external auditor. The financial statements for the Review Period have been reviewed by the Audit Committee.

During the Review Period, two meetings of the Audit Committee were held and the Audit committee’s primary
responsibilities included, overseeing the relationship with the Company’s external auditor, reviewing financial
information of the Group, and overseeing of the Group’s financial reporting system, internal control procedures and
risk management system, and the effectiveness of the Group’s internal audit function. The Company has adopted
a term of reference of the Audit Committee, which complies with the provisions of the CG Code. The terms of
reference of the Audit Committee are available on the Company’s website. The members of the Audit Committee
during the Review Period and their attendance were as follows:

Meetings attended/

Audit Committee Eligible to attend
Mr. Chau Shing Yim, David (Chairman) 2/2
Mr. Ong Chor Wei 2/2
Mr. Ding Yuan 2/2
Mr. Kan Chung Nin, Tony 2/2

Nomination Committee

The Nomination Committee has been established with specific written terms of reference which deal clearly with
its authorities and duties. As at 31 March 2021, the Nomination Committee consisted of three INEDs, namely, Mr.
Chau Shing Yim, David, Mr. Kan Chung Nin, Tony and Mr. Ding Yuan, and one executive Directors of the Company,
namely, Mr. Wong Man Li. The principal duties of the Nomination Committee include, among other things:

J to nominate the Directors having regard to the Directors’ contribution and performance;

. to determine on an annual basis whether or not a Director is independent;

J to review the Company’s board diversity policy and the progress on achieving the objectives set for
implementing the said policy;

J to decide whether or not a Director is able to and has been adequately carrying out his duties as a Director;
and

J to review and assess the adequacy of the corporate governance guidelines of the Company and to recommend
any proposed changes to the Board for approval.

The Nomination Committee has adopted a nomination policy (the “Nomination Policy”) whic