Corporate Governance Report
SEERBE

CORPORATE GOVERNANCE PRACTICES AND
FUNCTIONS

HKR International Limited (the “Company”) together with its subsidiaries
(collectively, the “Group”) is committed to good corporate governance
which it believes to be core to the success of its businesses and
operations.

The corporate governance functions are undertaken by the Board of
Directors of the Company (the “Board”), through the Corporate
Governance Committee of the Company as delegated by the Board, as
prescribed by code provision A.2.1 of the Principles of Good Corporate
Governance, Code Provisions and Recommended Best Practices as set
out in Appendix 14, the Corporate Governance Code (the “CG Code”), to
the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”) which are
included in the terms of references of the Board and the Corporate
Governance Committee.

During the year under review, the Company has applied the principles
and fully complied with the code provisions and certain recommended
best practices of the CG Code with more details as set out below.

BOARD OF DIRECTORS

COMPANY CULTURE

The Company has a well-established vision, mission and values to drive
its strategy with the principal objective to enhance long-term total
return for all its stakeholders. The vision, mission and core values of the
Company are duly set out in the corporate profile of 2022/2023 annual
report and the website of the Company. To better align the corporate
culture with the vision, mission and values of the Company, the Board
has established Company Culture Policy to set the tone from the top
and shape the desired corporate culture with the core purpose to instil
and continually reinforce across all levels of the Group the values of
acting lawfully, ethically, respectfully, diligently, creatively and
responsibly. The full text of the Company Culture Policy is available on
the website of the Company. Apart from the policy, the Board, led by
example, conducted annual board self-evaluation since the year under
review to enhance Directors’ accountability and ensure the effectiveness
of the Board in monitoring and overseeing the operations and
behaviours of the Company. To ensure the desired culture and expected
behaviours are adequately communicated and understood by
employees, the relevant company culture elements such as integrity,
caring, trust, respect and commitment are incorporated into the annual
individual performance assessment. In addition, through biennial
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employee surveys, employees’ comments or opinions in relation to the
promotion of desired company culture are collected for enhancement
purpose. As an assessment on the effectiveness of the alignment of
company culture, indicators including whistleblowing reported cases,
identified material breach of code of conduct or regulatory requirement,
fraud-related/high risk and employee turnover ratio are set by the Board
and to be reviewed by delegated Board Committees on a regular basis
with any concern to be further reported to the Board and, if required, for
examination.

BOARD COMPOSITION

During the financial year ended 31 March 2023, Mr Benjamin CHA was
appointed and Mr Ronald ARCULLI retired as Non-executive Director
(“‘NED") of the Company with effect from 4 July and 24 August 2022
respectively. In addition, Mr lvan LEE was appointed as Executive Director
("ED") of the Company with effect from 1 December 2022. As at 31 March
2023, the Board comprised thirteen Directors of which five are EDs and
eight are NEDs of whom five and hence, with more than one-third of the
Board, are Independent Non-executive Directors ('INEDs"). Each Director
possesses skills and experience appropriate to the business of the Group
and the biographical details of Directors are duly set out in the section
headed “Board of Directors” on pages 36 to 43 of 2022/2023 annual
report.

Save for Mr Victor CHA, Mr Johnson CHA and Ms Madeline WONG who
are siblings, as well as Mr Benjamin CHA is the son of Mr Victor CHA and
nephew of Mr Johnson CHA and Ms Madeline Wong, all other Directors
have no family relationship with each other.

BOARD RESPONSIBILITIES

The Board has the responsibility for strategic leadership, control and
providing guidance to management to ensure the Company's objectives
are achieved.

Upon appointment to the Board, every Director is given comprehensive
and formal induction documentation of the business operations of the
Group and information for his/her understanding and awareness of his/
her responsibilities as Director under the Listing Rules, legal and other
regulatory and statutory requirements, and briefings with senior
executives and department heads of the Group, if required.

Each Director ensures that he/she can give sufficient time and attention
to the affairs of the Group and has informed the Company in a timely
manner for any change, the number and nature of offices held in public
companies or organisations and other significant commitments. Details
of Directors’ other appointments are shown in the section headed “Board
of Directors” on pages 36 to 43 of 2022/2023 annual report.
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A list of the Directors, their roles and functions and, in particular whether
they are INEDs, is maintained on the websites of the Company and the
Stock Exchange and is updated as and when required.

BOARD PROCESS

The dates of the regular Board meetings in a particular year are
scheduled ahead to give all Directors adequate time to plan their
schedules to attend meetings. There are four regular Board meetings in
a year which are held on a quarterly basis and ad hoc Board meetings
will also be held as and when required. For the year ended 31 March
2023, four Board meetings were held and attendance records of the
Board meetings held during the year are set out in the below paragraph
headed "Attendances of General Meetings, Board and Board Committee
Meetings”.

At least 14 days formal notice would be given before each regular Board
meeting and not less than forty-eight hours' advance notice would also
be given for other Board meetings. All Directors are consulted as to
whether they wish to include any matters in the agenda and the
Chairman of the Board would review and approve the agenda before
the agenda for each Board meeting is issued.

Agendas and accompanying Board papers are sent to all Directors/Board
Committees members at least three days (or such other period as
agreed) before meetings. With the assistance of the EDs, the Chairman of
the Board seeks to ensure that all Directors are properly briefed on issues
arising at Board meetings and receive adequate documents and
information about the Group in a timely manner. The Chairman of the
Board, orin his absence, the Deputy Chairman or the Managing Director,
leads meetings and ensures that all key and appropriate issues are
discussed by the Directors in a timely manner. Directors are provided
sufficient time for discussion on issues in the meetings and encouraged
to express their viewpoints on the Board's affairs and voice their
concerns, if any. The Chairman directs discussions in the meetings in
reaching a consensus and consolidates discussions with conclusions.
Minutes of Board/Board Committees meetings record matters
considered and decisions reached. Draft and final signed minutes of
Board/Board Committees meetings are properly kept by the Company
Secretary or respective committee secretary and sent to all Directors for
their comments and records respectively. Directors are entitled to seek
independent professional advice, at the Company's expenses, if he/she
considers necessary in order to perform his/her duties.
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The Chairman of the Board meets at least once annually with the INEDs
without the presence of EDs and NEDs. In March 2023, the Chairman of
the Board met the INEDs without the presence of EDs and NEDs and four
out of five INEDs attended the same.

Where necessary, INEDs meet privately to discuss matters which are their
specific responsibilities. During the year, no such meeting was required
to be held.

BOARD ANNUAL EVALUATION

To ensure independent view and input from Directors are available to
the Board and to drive continuous improvement in board performance,
the Board has adopted the Board Evaluation Framework in September
2022 and it will be reviewed by the Corporate Governance Committee
on an annual basis to ensure its effectiveness. Led by the Chairman,
starting from the year under review, the Board conducted annual board
evaluation in the form of questionnaire and, if required, one-on-one
meeting between the Chairman and individual Director. The primary
goal of the board evaluation is to assess board culture and dynamics,
ensure optimal board composition and improve board practices and
enhance effectiveness. Views of individual Director in respect of board
organisation and functioning, board structure and composition,
shareholders’ communication, company culture, director training,
conflict of interest and overall board effectiveness are collected and
consolidated to be presented to the Board on a no-name basis annually
to assess if there are gaps between where the Board strives to be and
where the Board currently stands, including the reasons for such gaps,
and if considered appropriate, set out an action plan with concrete steps
for mitigating the gaps. For the year under review, the Directors
considered all aspects evaluated are overall effectively performed and
adequate. In addition, for any addition of director, if required, preferable
to be younger, female and independent.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The CG Code requires that the roles of chairman and chief executive
officer should be separated and not be performed by the same
individual to ensure there is a clear division of responsibilities between
the Board and the executives who run the business.

The role of Chairman and Managing Director have been taken up by two
different individuals. Mr Victor CHA is the Chairman and Mr TANG Moon
Wah is the Managing Director of the Company. The respective roles and
responsibilities of Chairman and Managing Director are clearly separated
and set out in writing.
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The Chairman provides leadership to, and oversees the functioning of,
the Board to ensure it acts in the best interests of the Group. With the
support of the Company Secretary and Corporate Governance
Committee, the Chairman is primarily responsible for establishing good
corporate governance practices and procedures of the Company. The
Managing Director, assisted by other EDs and executive management
team, implements the strategies approved by the Board.

NON-EXECUTIVE DIRECTORS (INCLUDING
INDEPENDENT NON-EXECUTIVE DIRECTORS)

NEDs of the Company are appointed with a specific term of three years
which is subject to retirement by rotation and re-election of Directors
under the Articles of Association of the Company (the “Articles”). Details
of the mechanism are set out in below paragraph headed “Appointments,
Re-election and Removal”.

The roles and responsibilities of NEDs are clearly set out in writing. They
are not involved in the day-to-day management of the Group's
businesses but participate in Board/Board Committee meetings where
they bring independent views and judgment on issues of strategy,
policy, performance, accountability, resources, key appointments and
standards of conduct of the Group.

INEDs, in particular, will oversee the management and the
implementation of the rules, procedures and plans established by the
Company and help to ensure that the interests of the shareholders as a
whole are taken into account by the Board. Each of the INEDs has
provided to the Company an annual confirmation of independence
pursuant to rule 3.13 of the Listing Rules and the Company considers
that all of them continue to be independent with reference to the terms
of guidelines set out in the relevant requirements of the Listing Rules.

APPOINTMENTS, RE-ELECTION AND REMOVAL

The Articles stipulate that at each annual general meeting ("“AGM") , one-
third of the Directors for the time being, or if their number is not three or
a multiple of three, then the number nearest to but not less than one-
third, shall retire from office by rotation provided that every Director shall
be subject to retirement by rotation at least once every three years and
any Director appointed by the Directors shall hold office only until the
first AGM of the Company after his/her appointment and be eligible to
offer himself/herself for re-election. Re-election of each eligible Director
is subject to approval by shareholders at the general meeting of the
Company.
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DIRECTORS’ CONTINUING PROFESSIONAL
DEVELOPMENT

Directors are provided with continuous updates on latest changes or
material development in laws, the Listing Rules, corporate governance
practices relating to the duties and responsibilities of Directors and are
encouraged to participate in continuous professional development
seminars to update their knowledge for discharging directors’
responsibilities.

The Directors, who are in office during the year under review and remain
at the date of this annual report, have participated in the following
various continuous professional development activities in order to
develop and refresh their skills and knowledge. Each Director has
provided his/her training records for the year under review to the
Company with particulars set out as follows:
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Type of training(s)

Name of Director EERE B ER
Victor CHA B A
TANG Moon Wah B w2 A
CHEUNG Ho Koon KOG E A B
Ivan LEE Z= B0 BR A B
NGAN Man Ying AR A
Madeline WONG TEFEE A
Johnson CHA BIHE A B
Benjamin CHA B A
Linus CHEUNG 9K K TR A
Henry FAN BIEER A
Loretta HO (EIR=N=1 A
Barbara SHIU AR B A B
TANG Kwai Chang & AB

Notes:

A. Reading/viewing materials/articles/videos in relation to directors’ duties and
responsibilities as well as the updates, developments and refreshments on regulatory
requirements, environmental, social and governance (“ESG”"), banking, tax, artificial
intelligence, financial technology, business environment, financial compliance, business
continuity planning, risk management and governance.

B. Attending workshops/lectures/seminars/webinar/conferences/forum/training in
relation to the directors’ duties and responsibilities as well as updates and
developments on statutory and regulatory requirements, accounting and auditing
profession, risk management and compliance, mainland China market, board, financial
technology, cyber security, banking, tax, ESG, global business and economic
environments.
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DELEGATION BY THE BOARD

The Board has delegated and set out levels of authority and expressed
terms of reference for the Board Committees and reserves the rights to
oversee and decide all other non-delegated matters, in particular, major
acquisitions or disposals and connected transactions. The Board also
delegates certain management and administration functions to the
management as it considers appropriate from time to time, with
directions as to the powers of management, including circumstances
where management shall report to and obtain prior approval from the
Board.

BOARD COMMITTEES

The Board has set up the Remuneration Committee, Audit Committee,
Nomination Committee, Corporate Governance Committee and other
committees, namely Finance Committee, Investment/Divestment
Committee, Buy-back, Reissue and Transfer of Shares Committee, Inside
Information Committee and ESG Committee. All committees are entitled
to seek independent professional advice, at the Company’s expenses, if
they consider necessary in order to perform their duties. The Board may
also on a need basis set up special committees with clear terms of
reference to deal with specific transactions or matters of the Company.

NOMINATION COMMITTEE

The Nomination Committee of the Company was established in March
2012 and its terms of reference follow closely the requirements of the CG
Code. The full text of the terms of reference of the Nomination
Committee is available on the websites of the Company and the Stock
Exchange.

The terms of reference of the Nomination Committee require, inter alia,
that the Nomination Committee comprises not less than three members
with a majority of INEDs and the chairman must be either an INED or the
Chairman of the Board. The Nomination Committee currently comprises
five members, namely Mr Henry FAN, Mr Victor CHA, Ms Madeline
WONG, Ms Loretta HO and Mr TANG Kwai Chang with Mr Henry FAN
acting as the chairman of the Nomination Committee.
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The principal role and function of the Nomination Committee is to
identify and recommend to the Board suitably qualified persons to
become members of the Board, to review the structure, size and
composition of the Board on a regular basis, as well as to maintain (i) a
policy concerning diversity of Board members (the “Board Diversity
Policy”) and make recommendation to the Board, if required, for
achieving diversity of the Board; and (i) a policy concerning nomination
of Director (the "Director Nomination Policy”).

The Board Diversity Policy was adopted by the Board in March 2013 and
updated in March 2022. Pursuant to the policy, the Nomination
Committee will review the structure, size and composition of the Board
and discuss and agree annually measurable objectives, targets, timeline
and plans, if any, based on rigorous analysis and benchmarking data for
achieving diversity of the Board and recommend them, to the Board for
adoption. The Nomination Committee also monitors the progress and its
policy implementation for annual reporting in the corporate governance
report. Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience, skills,
knowledge and length of services. The ultimate decision will be based
on merit and contribution that the selected candidates will bring to the
Board. The policy will be reviewed by the Nomination Committee on an
annual basis and when required to ensure effectiveness.

The Director Nomination Policy was adopted by the Board in November
2018. Pursuant to the policy, the Nomination Committee will discuss and
consider the nomination of candidates from various sources for new
Directors, examine the qualification of these candidates, and then
recommend such candidates to the Board, which have the final authority
on determining the selection of such candidate to be appointed as a
Director. The major criteria considered by the Nomination Committee
are, inter alia, candidates’ educational backgrounds, experience and
expertise in their chosen industries, their proposed commitment to the
Company and the goal, if any, of diversity of the Board. Regarding the
nomination of INEDs, the Nomination Committee will also particularly
consider the independence of such candidates. The policy will be
reviewed by the Nomination Committee on an annual basis and when
required to ensure effectiveness.
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During the year, the Nomination Committee in the meeting held in
March 2023 has (a) reviewed the retirement of Directors and
recommended to the Board the re-election of Mr Victor CHA (ED), Mr
lvan LEE (ED), Mr Johnson CHA (NED) and Mr TANG Kwai Chang (INED) at
the forthcoming AGM of the Company to be held in August 2023 as well
as noted that Ms Loretta HO (INED), who will retire from office, will not
offer herself for re-election, and accordingly, will also cease as a member
of the Audit Committee and the Nomination Committee of the
Company with effect from conclusion of the 2023 AGM,; (b) reviewed,
assessed and considered that all INEDs are independent; () reviewed,
assessed and considered the adequacy and effectiveness of the Board
Diversity Policy and Director Nomination Policy; (d) reviewed the
benchmarking data and determined the target number of female
members to be not less than 25% of the Board remains adequate; and (e)
reviewed the structure, size and composition of the Board, in particular
on gender diversity, during the financial year of 2022/2023 and
considered that the current diversity of the Board, including the proportion
of female directors of the Board (with four out of thirteen as at the date
of the 2022/2023 annual report and to be three out of twelve after the
retirement of Ms Loretta HO) which still meet the target set, is
appropriate and it is not necessary to set out any timeline or plan for
enhancing the diversity of the Board for the financial year of 2023/2024.
However, taking into account the views of Directors according to the
board evaluation results for the year under review, the Nomination
Committee will put particular focus on identifying younger female
independent candidates for joining the Board as when required. The
records of the meeting held by the Nomination Committee during the
year are set out in the below paragraph headed “Attendances of General
Meetings, Board and Board Committee Meetings”.
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REMUNERATION COMMITTEE

The Remuneration Committee of the Company was established in
December 2004 and its terms of reference follow closely the
requirements of the CG Code. The full text of the terms of reference of
the Remuneration Committee is available on the websites of the
Company and the Stock Exchange.

The terms of reference of the Remuneration Committee require, inter
alia, that the Remuneration Committee comprises not less than three
members with a majority of INEDs. The Remuneration Committee
currently comprises three members, namely Mr Linus CHEUNG, Mr Henry
FAN and Mr Victor CHA with Mr Linus CHEUNG acting as the chairman of
the Remuneration Committee.

The principal role and function of the Remuneration Committee is to
exercise the powers of the Board to review and determine the
remuneration and packages of individual EDs and senior management,
including salaries, bonuses, benefits in kind, share options and other
plans. Factors such as remuneration paid for comparable positions, time
commitment and responsibilities of the EDs and senior management as
well as the Company’s remuneration policy will be considered. More
information in relation to the Directors’ remuneration policy of the
Company can refer to the below paragraph headed “Directors’
Remuneration”.

During the year, no Remuneration Committee meeting was held but the
Remuneration Committee reviewed and approved by electronic
circulation the proposals of (a) additional bonus payment to EDs for the
financial year of 2021/2022 based on the audited account; (b)
remuneration of a newly appointed ED; (c) bonus payment for EDs for
the financial year of 2022/2023; (d) further salary review for the financial
year of 2023/2024, including EDs; and (e) remuneration of an ED whose
employment was extended upon reaching retirement age. The records
of circulated electronic communication of the Remuneration Committee
during the year are duly set out in the below paragraph headed
“Attendances of General Meetings, Board and Board Committee
Meetings”.
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AUDIT COMMITTEE

The Audit Committee of the Company was established in July 1998 and
its terms of reference follow closely the requirements of the CG Code.
The full text of the terms of reference of the Audit Committee is available
on the websites of the Company and the Stock Exchange.

The terms of reference of the Audit Committee require, inter alia, that
the Audit Committee comprises not less than three members who are
NEDs and a majority of them must be INEDs of the Company. The Audit
Committee currently comprises four members, namely Mr TANG Kwai
Chang, Mr Linus CHEUNG, Ms Loretta HO and Ms Barbara SHIU with Mr
TANG Kwai Chang leading the Audit Committee as the chairman.

The principal role and function of the Audit Committee is to assist the
Board in (i) meeting its responsibilities for ensuring an effective system of
risk management and internal controls and compliance; (ii) meeting its
external financial reporting objectives; and (iii) maintaining the
Whistleblowing Policy and Anti-Fraud Policy, both were newly
established in 2022.

During the year, three Audit Committee meetings were held, of which
two meetings were held with the Independent Auditor together with
senior management and has (a) reviewed and received the audit
strategy memorandums for the audit of the financial statements of the
Group for the year ended 31 March 2023; (b) considered the
Independent Auditor’s projected audit and non-audit services fees; (c)
reviewed the independence of the Independent Auditor, the nature and
scope of the audit as well as recommended the re-appointment of
Independent Auditor after considering the matters set out in the
guideline of Accounting and Financial Reporting Council; and (d)
reviewed and discussed the interim and final financial statements and
the Independent Auditor’s review and report for the Board's approval. In
these two meetings, the Audit Committee also met with the head of the
Internal Audit Department of the Company to receive their work plan
and, review and discuss on their findings and rectification actions taken
by the business units. In addition, the Audit Committee had met with
senior management in another meeting to review and receive the risk
management report in evaluating the effectiveness of the risk
management system of the Company for the year ended 31 March 2022.
The records of the meeting held by the Audit Committee during the
year are set out in the below paragraph headed “Attendances of General
Meetings, Board and Board Committee Meetings”.
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CORPORATE GOVERNANCE COMMITTEE

The Corporate Governance Committee was established in September
2018 for the purpose of enhancing and ensuring that the Company
maintains a high standard of corporate governance. lts terms of
reference follow closely the requirements of the CG Code. The full text of
the terms of reference of the Corporate Governance Committee is
available on the website of the Company.

The terms of reference of the Corporate Governance Committee require,
inter alia, comprises not less than three members with majority of them
must be NEDs (including INEDs) of the Company. The Corporate
Governance Committee currently comprises four members, namely Ms
Madeline WONG, Mr Victor CHA, Mr Henry FAN and Mr TANG Kwai
Chang with Ms Madeline WONG leading the Corporate Governance
Committee as the chairman.

The principal role and function of the Corporate Governance Committee
is to assist the Board and the Chairman in developing, reviewing and
monitoring the Company's policies and practices on corporate
governance to ensure their compliance with legal and regulatory
requirements.

During the year, the Corporate Governance Committee held a meeting
in March 2023 and through an electronic communication have (a)
reviewed the corporate governance report to be incorporated in the
annual report of 2021/2022; (b) received and reviewed the training
records of all Directors for the financial year of 2021/2022; (c) reviewed all
the key Company’s policies and practices, among others, the Company
Culture Policy, Shareholders” Communication Policy, Board Evaluation
Framework, code of conduct for Directors and employees as well as
terms of reference of officers and respective Board Committees and
considered all of them remain adequate and effective. The records of the
meeting held by the Corporate Governance Committee and circulated
electronic communication during the year are set out in the below
paragraph headed “Attendances of General Meetings, Board and Board
Committee Meetings”.
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ATTENDANCES OF GENERAL MEETINGS, BREAE EESENEES
BOARD AND BOARD COMMITTEE MEETINGS ZTEES2S2Z 2 HEXR
Directors’ attendances in the general meetings and the meetings of the R EBEE AN RITZREASNEET2
Board, Audit Committee, Remuneration Committee, Nomination B ZE@ - FHMETE@ - IEELZTEe@ kD
Committee and Corporate Governance Committee held during the year ¥ E A EZB@@Z 2 =S HEXEHMNNOT
under review are set out below:
Corporate
Governance
Remuneration Committee AGM
Audit Committee Nomination meeting/ held on
Board Committee circulated Committee circulated 24 August
meeting meeting communication meeting communication 2022
EEg ENZEY FMEEE RRZEY LEERZEE® M2022F8H24A
Name of director BEEn -4 -f BB 8% CR/EHEN ZTZREEE
Victor CHA™* B 4/4 - 4/4 1/1 22 v
TANG Moon Wah B EE 4/4 _ _ _ _ /
CHEUNG Ho Koon RIHE 4/4 - - - - v
Ivan LEE LB 11 - - - - -
NGAN Man Ying BN 4/4 - - - - v
Madeline WONG®* FTEEES 4/4 - - 1/1 22 v
Jonhson CHA BEE 4/4 - _ _ _ X
Benjamin CHA" BRP" 3/3 - - - - X
Linus CHEUNG* %Eﬂ<”'“*’* 4/4 33 4/4 - - v
Henry FAN‘e* B e 4/4 - 4/4 1 22 v/
Loretta HO*® ﬂ mae 4/4 3/3 - Wl - v
Barbara SHIU* =R 4/4 33 - - - v/
TANG Kwai Chang*e* HEge 4/4 3/3 - 1/1 2/2 v
Notes: B E
* members of Audit Committee * EBEZREZBEKE
# members of Remuneration Committee ! FTMEZEBEEKE
e members of Nomination Committee e REEZBEKE
- members of Corporate Governance Committee * TEERLZE®KE
3 appointed as Director on 1 December 2022 o R20NFENA'BEZTAES
8 appointed as Director on 4 July 2022 ! R2002F7R4REZTERES
Chairman of the Company and chairman of each of the Audit 2N 2 & & & A &%V? BEg HWEZET-

Committee, Remuneration Committee, Nomination Committee and
Corporate Governance Committee and representative of Independent
Auditor were all present at the 2022 AGM and available to answer

questions from shareholders.
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ACCOUNTABILITY AND AUDIT

The Directors acknowledge that they are responsible for the preparation
of accounts for financial year which is required to give a true and fair
view of the state of affairs of the Company and the Group, its results and
the cash flows for the Group. For preparation of the consolidated
financial statements for the year ended 31 March 2023, the Directors
selected appropriate accounting policies and applied them consistently,
made judgments and estimations that are prudent and reasonable, and
prepared accounts on a going concern basis. The statement of the
Company's Independent Auditor about their reporting responsibilities
on the consolidated financial statements of the Group for the year ended
31 March 2023 is contained in the Independent Auditor's report of
2022/2023 annual report.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board has an overall responsibility for evaluating and providing
direction to the Company on the nature and extent of the risks that shall
be taken in achieving the Company’s strategic objectives, and ensuring
that the Company establishes and maintains appropriate and effective
systems of risk management and internal controls, which include
financial, operational and compliance controls.

The main features of the risk management and internal control systems
are to provide a clear governance structure, policies and procedures, as
well as a reporting mechanism to facilitate the Group to manage its risks
across business operations. Key policies and procedures have been
developed, implemented and communicated to staff as well as regularly
reviewed to ensure that there are continued relevant and effective risk
management and internal control systems and for continuous
improvement which include (a) setting core values and beliefs which
form the basis of the Group’s overall risk philosophy and appetite; (b)
having an organisational structure in place with defined lines of
responsibility and delegation of authority which hold individuals
accountable for their risk management and internal control
responsibilities and provides necessary information flow for risk analysis
and management decision-making on an on-going basis; (c) imposing
budgetary and management accounting controls to efficiently allocate
resources and providing timely financial and operational performance
indicators to manage business activities and risks; (d) ensuring effective
financial reporting control to record complete, accurate and timely
accounting and management information; and (e) having structural
internal audit function to perform independent appraisal of business
units and corporate functions on an on-going and cyclical basis.

BEREF%

EETHRESHEEARNVBREERYUEETY
FEMRMARAAREBREBMKN B
BERBeREZERE REREE2023F3A
BNNEEFEZEAUBREAN E5E2ET
EECERBELERER FHEERE
BZHEBMGHE TERFELCEEEFRRE
B ANRAE 2B AZEA M EEEZ2023F3
A3BIEFEHFEMBHRE ABREFEP
B 2022/2023 F 3 2 B AZ BRI R E A ©

P

BEkEERAREE

EXEe2RAERERARRARKBIEBERM
FEHMERZEE R EEETFERAA
RARH T AMEETR AERARFEL R
MBEBEERZEAREERAMEZE AR
BRME EERAMRERE-

REREEEABEERG T REHESRM
BT ZORERE  BENMERF A KERE
BoOUNBHEEEESEXRBHRE AR - %
EERFTREERNTEIERRLERF L&
BTEBUAREMETRS UHEREEE
FRELBERNEREREMNAMEERRL
BURHENZ ET BRI BEEEE
BERBREIRFNEEZRZOLEERER:
ELAERATRAENER 2AMSRRE
EEALBAEYAREERAMEE R
A FERARIMAEEREERRREHRLE
MEMRB: OBERBERER S EE
KmBEBEOEERMERZH TGN EE
REABER AEEEXBIHLEAR  O)WE
R BEREEA MR TE  EHLE
Fe@rREEEM: ROBBELEBEARS
EVRBEAHEBEM RO EBAAPIETT
5B MR M B LR AA o

ERRREREEERAT 2022/2023 £ 79



Corporate Governance Report
= M\Aiﬁﬂ:

The Board has delegated responsibility to the Audit Committee for
providing oversight in respect of risk management and internal control
activities. The Audit Committee discusses the risk management and
internal control systems with management for the year under review to
ensure that management has performed its duty to have an effective risk
management and internal control systems. Discussion covers areas, inter
alia, the adequacy of resources, staff qualifications and experience,
training programme and budget (collectively, “Resources”) of the
Company's accounting and financial reporting functions.

To assist the Board and the Audit Committee in overseeing the risk
management and internal control systems of the Group, the Internal
Audit Department is responsible for performing independent reviews on
the adequacy and effectiveness of the Group’s systems of internal
controls and risk management and reporting audit findings to the Audit
Committee and the Board regularly. An Internal Audit Charter, which was
adopted in 2008, formulates the processes and procedures of internal
audit function for strengthening the control framework. The Audit
Committee also separately consults with the Internal Audit Department
in respect of the adequacy of Resources of the Company’s internal audit
function.

RISK MANAGEMENT

The successful management of risks is essential for the long-term growth
and sustainability of the Group’s business. To ensure risk management of
the Group is integrated into the day-to-day operation of the Group and
is continuously carried out at all levels of the Group, the Company has
established a risk governance and management framework and
governance structure which consists of the Board, the Audit Committee,
risk management steering group and business lines to facilitate a
systematic approach to the management of risks within the Group.

The following diagram illustrates the Group's risk governance and
management framework:
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Board of Directors

evaluate and provide direction to the Company on the nature and
extent of the risks that shall be taken in achieving the Company’s
strategic objectives

ensure that the Company establishes and maintains appropriate and
effective systems of risk management and internal controls

Audit Committee

oversee management in design, implementation and monitoring of
the risk management and internal control systems

review, at least annually, the risk management and internal control
systems of the Group with the support of Internal Audit Department
to ascertain whether management has fulfilled its responsibilities in
establishing and maintaining effective systems

review risk assessment results, including changes in the nature and
extent of significant risks since the last review and the Group's ability
to respond to changes in its business and the external environment
consider major investigation findings on risk management and
internal control matters and management’s response to these findings
identify any significant risks that should be brought to the attention of
the Board

review and consider enhancement to the risk management and
internal control systems as proposed by the risk management steering
group and/or the Internal Audit Department

Risk Management Steering Group

establish and maintain risk management infrastructure and
recommend change as appropriate

conduct, at least annually, risk identification and assessment on group-
wide basis

escalate risk and control issues on a timely manner as appropriate
ensure business lines conducting risk assessment and controlling self-
assessment within their business units/departments on a regular basis
provide assurance on the effectiveness of the risk management and
control systems of the Group to the Audit Committee and the Board

Business Lines

manage risks within their business units/departments

identify and evaluate risks potentially impact the achievement of
business objectives within their business units/departments

mitigate and monitor risks identified in day-to-day operation

conduct risk assessment and control self-assessment on regular basis

Internal Audit Department

perform audits to evaluate the proper functioning of the risk
management and internal control systems

report findings to the Audit Committee and provide the Committee
with an independent and objective assurance on the effectiveness of
the risk management and internal control systems of the Group
propose any enhancement to the risk management and internal
control systems for consideration by the Audit Committee and the risk
management steering group

=

Fx

2 B

B BE

A #B

=
REFARFARBUEEEMTEENRR
ZUHERBEETHERAARARE S
) 14 5 7R
BRARAZILREREBEARZARE
B RARBEE R

E=
EERREERABEERS 2R B
TRERERIIE

EARBERSEFABY T 20 8FEHEE
B IR M N AR EEAE R ATEITIRAT - ARE
TEREERGCETHERYLERBRR
mzBEE

B RERFHER BEE LRI ERZ
EARBROEEREE 2 ZHIANEEE
BHEEBRINBRTEE 2 5
EHEREENANEEEEZIERE
BR UMEEBHZFERZOE
BRARFEFGIEZEMERAR

BRI R EZERRRERE B/ NER/EA
mEZAMARELCRREERAFEER
mREHZEE

EEEE/ A
RBYREFEAREREBREZEEZ
ERT
ELBFETEBREBRENRARBE K
BRG]

3 B 1) b P R B e BR % R R
BREBESMIENASTAZEBEN/
ERPTHETT B B AT A B B R BRI A A
HEERREEREZERGZARIERE
REREEREEFSRMHRE

#BFI

ERHEGEM/EFT 2 E R

BRI NG EERBEM/APIENX
EBEENEERR

RS E PR & B R AT R 2 B B
R TT R B A B B R ER IR AR

AP
ETBEZAFEEREERABEZRERR
ERERSEFHE

MEZZEGERELER LHEER
BREBRABEERAB AR MERNEZES
REETREBNRE
HELCRBREERABEZERRAERE
BEghkEaReEREE M EROERNE
ZE

ERRARERKEERAT 2022/2023 ¥ 81



Corporate Governance Report
ERERRE

The Company has also formulated and adopted Risk Management Policy
in providing directions in identifying, evaluating and managing
significant risks. At least on an annual basis, the risk management
steering group, which comprises the heads of all business units and
corporate functions, collects and collates risk information from business
lines, identifies risks (including ESG-related risks), on a group-wide basis,
that would adversely affect the achievement of the Group's objectives,
and assesses and prioritises the identified risks according to a set of
standard criteria. Risk mitigation plans are established and risk owners
are also assigned to closely monitor those risks which are considered to
be significant on an on-going basis and implement the mitigation plans.
The identified risks which are considered to be significant to the Group,
including their changes in nature and extent since the last review, and
the relevant mitigation plans for the year under review have been
presented and accepted by the Audit Committee and the Board in April
and June 2023 respectively.

The Internal Audit Department acts as an independent assessor as
another line of defence on risk management system. It conducts
independent review and assesses, at least on an annual basis, if all the
key risks are properly identified and evaluated in accordance with the
Risk Management Policy and whether the existing risk controls are
operating effectively. A control self-assessment process was also
established which requires risk owners to assess, through questionnaire,
the adequacy and effectiveness of risk controls over the areas under their
responsibilities. The process and its results were reviewed by the Internal
Audit Department and form part of the Audit Committee’s annual
assessment of control effectiveness.

INTERNAL CONTROLS

In addition to the independent assessment of the risk management
system, during the year, the Internal Audit Department also carried out
audits on the (a) operation of the Leasing Department; (b) marketing
function of Discovery Bay; (c) operation of and ad hoc review for HKRI
Taikoo Hui; (d) operation of Lantau Yacht Club; (e) voting mechanism
and arrangement in 2022 AGM of the Company; (f) whistleblowing cases
received; and the reviews on the other business units with audit follow-
up. With the implementation of follow-up measures after the audits, the
areas with irregularities has gradually improved. Findings on the audits,
control weaknesses, if any, and the relevant recommendations have
been presented to and accepted by the Audit Committee and the Board
in November 2022 and June 2023.
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The risk management and internal control systems are designed to
manage rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute assurance
against material misstatement or loss. The Board, through the works of
the Audit Committee, risk management steering group and the Internal
Audit Department, has conducted an annual review on the effectiveness
of the risk management and internal control systems of the Group for
the year ended 31 March 2023 and considers that the Group's risk
management and internal control systems for the year were effective
and adequate. Management of the Group has also provided
confirmation to the Audit Committee and the Board on the effectiveness
of such systems for the year under review.

HANDLING OF INSIDE INFORMATION

The Group complies with requirements of Securities and Futures
Ordinance (“SFO”") and the Listing Rules. A Disclosure of Inside
Information Policy has been established by the Company to set out the
procedures on reporting the likely inside information to ensure that
potential price sensitive or inside information of the Group can be
promptly identified, assessed and escalated for disseminating to the
public. The Company discloses inside information to the public as soon
as reasonably practicable unless the information falls within any of the “Safe
Harbours” as provided in the SFO. Before the information is fully
disclosed to the public, the Company will ensure that the information is
kept strictly confidential. If the Company believes that the necessary
degree of confidentiality cannot be maintained or that confidentiality
may have been breached, the Company will immediately disclose the
information to the public. The Company is committed to ensure that
information contained in announcements are not false or misleading as
to any material fact, or false or misleading through the omission of any
material fact in view of presenting information in a clear and balanced
way, which requires equal disclosure of both positive and negative facts.
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DIVIDEND POLICY

The Company strives to maintain a stable dividend to shareholders and
has adopted a dividend policy (the “Policy”). Pursuant to the Policy, the
declaration or recommendation of dividends is subject to the sole
discretion of the Board. The Board shall consider the following factors
before declaring or recommending dividends:

° the Company's actual and expected financial performance;

° shareholders’ interests;

° the retained earnings and distributable reserves of the Company
and each of the members of the Group;

° the level of the Group’s debts to equity ratio, return on equity and
the relevant financial covenants;

° any restriction on payment of dividends that may by imposed by
the Group's lenders;

° the Group's expected working capital requirements and future
expansion plan;

° general economic conditions, business cycle of the Group's
motion control business or financial performance and position of

the Company;
° taxation considerations;
° statutory and regulatory restrictions; and

° any other factors that the Board deems relevant.

The Board, through the Corporate Governance Committee, will
continually review the Policy, and reserve the right in its sole absolute
discretion to update, amend and/or modify the Policy at any time, and
the Policy shall in no way constitute a legally binding commitment by
the Company in respect of its future dividend and/or in no way obligate
the Company to declare dividend at any time or from time to time.

COMPLIANCE WITH THE ESG REPORTING
GUIDE

The Group has complied with the ESG Reporting Guide of the Stock
Exchange and has released its standalone ESG Report for the year ended
31 March 2023 online at the same time with the publication of
2022/2023 annual report, which captures in detail the Group's ESG-
related initiatives, policies and performance in Hong Kong, mainland
China and Thailand throughout the financial year.
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https://www.hkri.com/-/media/hkri/documents/esg-report/esg-report-2022-2023.pdf?la=zh-tw&hash=DE2DEBC06C9BC7ADC5E5BEBCB153BA6B63EE673E
https://www.hkri.com/-/media/hkri/documents/esg-report/esg-report-2022-2023.pdf?la=zh-tw&hash=DE2DEBC06C9BC7ADC5E5BEBCB153BA6B63EE673E
https://www.hkri.com/-/media/hkri/documents/esg-report/esg-report-2022-2023.pdf?la=en&hash=D453260151FA8719BF4AF358DA83960A158BE720

WORKFORCE DIVERSITY

The Company strives to maintain gender-balanced workforce and
considers capability is more important than gender. Except for the
general staff level which has a relatively more male than female due to
the nature of works and the workforce availability in the market for
transportation industry sector such as crew, technician, engineer and
bus captain, the Company maintains a relatively balanced gender ratio
across the workforce and it is considered not necessary to set out any
plan or measurable objectives for enhancing workforce diversity for the
financial year of 2023/2024. Detail of the gender ratio in different level of
workforce for the year under review can refer to the ESG Report
published at the same time with the 2022/2023 annual report.

DIRECTORS’ REMUNERATION

Directors’ remuneration (save for directors’ fees which are subject to
shareholders’ approval at general meeting) is determined with reference
to prevailing market situation, their respective duties and responsibilities
and the Group'’s remuneration policy. Under the terms of reference of
the Remuneration Committee, the Remuneration Committee should
make recommendation to the Board on the remuneration policy and it
has the delegated responsibilities to determine the remuneration of the
EDs. In general, the EDs under the remuneration policy are entitled to (i)
basic salary which will be reviewed on an annual basis by making
reference to remuneration survey conducted by independent external
consultant on companies operating in similar businesses; (ii)
discretionary bonus which are subject to the ED's and the Company’s
performance; and (jii) contribution to retirement schemes and other
fringe benefits.

The Chairman, who is a member of the Remuneration Committee, is
involved in recommending proposals on the remuneration of other EDs
for due consideration and approval by the Remuneration Committee.
However, he abstains from discussion and voting when his remuneration
is reviewed and considered by the Remuneration Committee. No
Director will participate in the discussion and review of his/her own
remuneration under the remuneration policy.
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The remuneration of NEDs is in the form of annual directors’ fee. To
ensure that NEDs are appropriately remunerated for their time and
responsibilities devoted to the Company, the Remuneration Committee
will periodically review and consider the factors including fees paid by
comparable companies, time commitment, responsibilities in the
Company and the prevailing market situation, and make
recommendation for the approval of the Board pursuant to the authority
given by the shareholders at general meeting from time to time.
Currently, a sum of HK$100,000 per annum being the basic fee for acting
as a NED, additional fee of HK$100,000 per annum will be paid to each
member, who is NED, of each of the Remuneration Committee,
Nomination Committee and Corporate Governance Committee of the
Company and additional fee of HK$150,000 per annum will be paid to
each member, who is NED, of the Audit Committee. An additional fee of
HKS$50,000 will also be paid to each INED having a seat in any
independent board committee which is required to be set up from time
to time under the Listing Rules.

All Directors are also eligible to be granted of share options under the
Company's approved share option schemes. Each grant to Directors is
subject to the approvals of the Remuneration Committee, INEDs and the
Board having regard to their respective role and responsibilities as well
as the prevailing market situation.

Remuneration details of the Directors (on individual name basis) for the
year ended 31 March 2023 are disclosed in note 13 to the consolidated
financial statements on pages 166 to 168 of 2022/2023 annual report.

AUDITOR’S REMUNERATION AND AUDITOR
RELATED MATTERS

PricewaterhouseCoopers (“PwC’) is the Independent Auditor of the
Company. The remuneration for audit services provided by PwC to the
Group for the year under review amounted to approximately HK$8.5
million. In addition to the audit fee, the Company had appointed PwC
for the interim results review and the other non-audit advisory services
in respect of accounting system migration, major transaction and
corporate governance, remuneration of which amounted to
approximately HK$3.1 million for the year under review.
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers set out in Appendix 10 to the Listing Rules
(including amendments as effected from time to time) as its own code
of conduct to regulate securities transactions by Directors (the “Model
Code”). All Directors, who in office during the financial year ended 31
March 2023 and remain at the date of this annual report, have confirmed,
following specific enquiry by the Company, that they have complied
with the required standard set out in the Model Code during the year
from 1 April 2022 to 31 March 2023 (both days inclusive). The Model
Code has been extended to and has become equally applicable to
dealings in the securities of the Company by senior management and
relevant employees.

COMPANY SECRETARY

The Company Secretary of the Company is an employee of the Company
and has day-to-day knowledge of the Company’s affair. During the year
ended 31 March 2023, she has taken not less than 15 hours of relevant
professional training in accordance with rule 3.29 of the Listing Rules and
will continue to comply with such requirement for the year ending 31
March 2024 and report regularly.

SHAREHOLDERS' RIGHTS

Pursuant to article 72 of the Articles, extraordinary general meetings shall
also be convened by the written requisition of any one or more
shareholder(s) of the Company holding together, as at the date of
deposit of the requisition, shares representing not less than one-tenth of
the voting rights of the Company which carry the right of voting at
general meetings of the Company. Shareholders wishing to do so must
serve a duly executed written requisition to the Company’s principal
place of business in Hong Kong at 23/F, China Merchants Tower, Shun
Tak Centre, 168- 200 Connaught Road Central, Hong Kong (the “Principal
Place of Business”) specifying the object(s) of the meeting and the
resolutions to be added to the meeting agenda. If the Directors do not
within 21 days from the date of deposit of the requisition proceed to
duly convene the meeting to be held within a further 21 days, such
shareholder(s) may convene a physical general meeting at only one
location, provided that any meeting so convened shall not be held after
the expiration of three months from the date of deposit of the
requisition, and all reasonable expenses incurred by such shareholder(s)
as a result of the failure of the Directors to convene the meeting shall be
reimbursed to them by the Company.
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In addition, any shareholder (other than the person to be proposed) may
nominate a person to stand for election as Director at the general
meeting in accordance with article 120 of the Articles. Any shareholder
wishing to do so must serve (a) a written notice of intention to propose
such person for election as Director; (b) a notice executed by that person
of his/her willingness to be elected; and (c) the information of that
person as required to be disclosed under rule 13.51(2) of the Listing
Rules to the Principal Place of Business between the period, which shall
be at least 3 days, commencing from the date after the despatch of the
notice of the general meeting appointed for such election and ending
on (and excluding) the date that is ten clear business days prior to the
date of such general meeting. The Company shall issue an
announcement and/or a supplementary circular, if applicable, to inform
the shareholders the biographical details of the candidate proposed if a
valid notice to propose a person to stand for election as Director is
received.

INVESTOR RELATIONS AND
COMMUNICATION WITH STAKEHOLDERS

The Company is committed to promoting and maintaining effective
communication with the shareholders and other stakeholders. A
Shareholders” Communication Policy has been adopted by the Board
which sets out the Company's policy for maintaining an on-going
dialogue with shareholders and investment community. Full text of the
Shareholders" Communication Policy is available on the website of the
Company and the same is subject to regular review by the Corporate
Governance Committee to ensure its effectiveness. In view of the below
stakeholders’ activities conducted by the Company, the Shareholders’
Communication Policy is considered effectively implemented during the
year under review.

The Company’s 2022 AGM, for which at least 21 days' prior notice is
given, was held on 24 August 2022 and is one of the Company’s
principal channels of communication with its shareholders for each year.
Shareholders have the opportunity to communicate face to face with
the Directors if they have any questions on the Company’s performance
and operations. In addition to the AGM, extensive information on the
Company'’s activities in respect of its financial, business and operations is
provided by way of announcements, annual and interim reports,
circulars, ESG Report, relevant policies and procedures such as
Shareholders” Communication Policy, Whistleblowing Policy and Anti-
Fraud Policy, etc,, as well as various corporate news and information are
sent to shareholders and/or available on the websites of the Company
and the Stock Exchange. Investor/analysis briefing, site visit, media
interviews, marketing activities for investors are also available from time
to time in order to facilitate communications between the Company,
shareholders and the investment community. During the year, there
were over ten meetings, site visit(s) and media interviews conducted for
sharing and exchanging views between the Company and various
stakeholders.
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Shareholders may also send their enquiries and concerns to the Board by
addressing them to the Company Secretary. The Company Secretary is
responsible for forwarding communications relating to matters within
the Board's direct responsibilities to the Board and communications
relating to ordinary business matters, such as suggestions, inquiries and
customers concerns, to the relevant executive officers of the Company
under the direction of the Chairman of the Board and/or Managing
Director of the Company. While other investors and stakeholders may
send their enquiries to the Company’s investor relations officer. During
the year, the Company has fully responded to all the legitimate enquiries
through the above channels. The contact details of both Company
Secretary and investor relations officer of the Company are set out in the
Shareholders” Communication Policy.

As one of the important stakeholders, employees’ view on the elements
in relation to company culture such as working environment, benefits,
relations and engagement, training and development, talent retention
and management style, etc,, are also collected through employee survey
conducted biennially. The first employee survey was conducted in 2022.
With the valuable feedbacks and opinions from employees, the
Company’s focus and priority on employee engagements can be set
more precisely for enhancing the identified areas.

CONSTITUTIONAL DOCUMENTS

At the AGM of the Company held on 24 August 2022, a special resolution
was passed by the shareholders of the Company approving certain
amendments to the Company's memorandum and articles of association
("M&A") to (i) conform the M&A with the core shareholder protection
standards set out in Appendix 3 of Listing Rules; and (ii) make other
amendments for house-keeping purposes to better align the M&A with
the provisions of the Listing Rules and the applicable laws of the Cayman
Islands. Details of the amendments were set out in the Company’s
announcement dated 29 June 2022 and circular dated 19 July 2022. The
amended M&A is available on the websites of the Stock Exchange and
the Company.
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