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Results Overview and Financial Highlights

RESULTS OVERVIEW

For the year ended 31 December 2017 (the “Reporting Period”), Ruixin International Holdings Limited
(the “Company”) and its subsidiaries (collectively, the “Group”) reported revenue of approximately
HK$542.1 million, representing an increase of 13.2% as compared with approximately HK$478.8
million for the year ended 31 December 2016 (the “Corresponding Period"”).

Loss for the Reporting Period decreased to approximately HK$42.7 million from approximately
HK$66.7 million for the Corresponding Period. Loss attributable to owners of the Company was
approximately HK$42.7 million for the Reporting Period as compared with approximately HK$66.7
million for the Corresponding Period. The reduction in loss was mainly due to, among others, (i)
the decrease in operating loss for the Reporting Period; and (ii) the recognition of tax expenses
in relation to the Hong Kong Inland Revenue Department enquiries of the Hong Kong Profits Tax
of a subsidiary of the Company in respect of the years of assessment 2006/07 to 2014/15 in the
Corresponding Period but not in the Reporting Period. These more than offset (i) the recovery of partial
amounts due from former subsidiaries and the write-back of amounts due to former subsidiaries in
the Corresponding Period; (ii) the expenses incurred in exploring business opportunities in Vietnam
in the Reporting Period; and (iii) the increase in imputed interest expenses on convertible notes in
the Reporting Period. The decrease in operating loss for the Reporting Period was mainly due to the
reduction in loss from the electronic products business as a result of, among others, the increase in
revenue and cost control measures.

The imputed interest expenses on convertible notes (the “Non-cash Item”) arose as a result of
accounting treatment under the provisions of the applicable accounting standards and was of non-
cash nature. Before the Non-cash Item, the Group made a loss of approximately HK$27.5 million for
the Reporting Period, as compared with a loss of approximately HK$54.3 million for the Corresponding
Period.

FINANCIAL HIGHLIGHTS

2017 2016

HK$'000 HK$'000

Revenue 542,082 478,845

Gross profit 41,172 20,976

Loss for the year (42,749) (66,703)

Imputed interest expenses on convertible notes (15,203) (12,422)
Loss for the year before imputed interest expenses on

convertible notes (27,546) (54,281)
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Management Discussion and Analysis

BUSINESS AND FINANCIAL REVIEW

The electronic products business reported an increase of approximately 13.2% in revenue from
approximately HK$478.8 million for the Corresponding Period to approximately HK$542.1 million
for the Reporting Period. The gross profit for the electronic products business for the Reporting
Period was approximately HK$41.2 million, an increase of approximately 96.3% as compared with
the Corresponding Period. The increase in gross profit was attributed to the increase in revenue,
implementation of certain cost control measures, the process of optimising and improvement in
production, outsourcing as and when appropriate and different product mix from different customers
from time to time.

On 16 January 2017, the ordinary resolution of the special general meeting was duly passed
and the maturity date of the outstanding convertible notes was extended to 31 January 2019.
Immediately following the modification of terms of convertible notes, as set out in note 27 to the
consolidated financial statements, the estimated financial effect of the modification was an increase of
approximately HK$32.9 million in other reserve in the consolidated statement of changes in equity and
a transfer of a net amount of approximately HK$28.9 million between the convertible notes reserve
and accumulated losses with no profit or loss impact during the Reporting Period. For details, please
refer to the announcements of the Company dated 14 December 2016 and 16 January 2017 as well as
the circular of the Company dated 29 December 2016, and the Company’s annual report for the year
ended 31 December 2016 (the “2016 Annual Report”) and interim report for the six months ended 30
June 2017 (the “2017 Interim Report”).

As at 31 December 2017 and the date of this report, the principal amount of the convertible notes
remained outstanding was HK$260.4 million and the maturity date is 31 January 2019 with a
conversion price of HK$0.035 per share. As at 31 December 2017, net assets of the Group were
approximately HK$4.3 million. The Company is considering various alternatives to more permanently
improve the Group’s financial position. During the Reporting Period, the winding-up of CITIC
Logistics (International) Company Limited (“CLI") and its subsidiaries was completed, according to the
liquidators of CLI.

The Group is seeking and exploring business opportunities in Vietnam to improve the prospect of the
Group. During the Reporting Period, the Company has set up an indirect wholly-owned subsidiary
in Vietnam and is in a preliminary stage of studying potential investment opportunities including the
development of an expressway project and the development of a commercial and residential property
project in Vietnam (the “Potential Investments”). The Company wishes to highlight that no binding
agreement in relation to the Potential Investments has been entered into as at the date of this report.
For details, please refer to the announcements of the Company dated 12 January 2017, 21 March
2017 and 31 October 2017 as well as the 2016 Annual Report and the 2017 Interim Report.
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Management Discussion and Analysis

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

The Group mainly finances its business operations with internally generated cash flows and general
banking facilities.

As at 31 December 2017, the Group had bank balances and cash of approximately HK$45.5 million
(2016: HK$64.4 million). The Group's current ratio (measured as total current assets to total current
liabilities) was 3.3 times (2016: 1.0 time).

As at 31 December 2017, the Company had outstanding zero coupon convertible notes due on 31
January 2019 with an aggregate principal amount of HK$260.4 million (2016: HK$260.4 million) and a
conversion price of HK$0.035 per share.

As at 31 December 2017, the Group had no outstanding bank borrowings (2016: nil). The gearing
ratio, which is calculated by total interest bearing borrowings to total equity, was nil as at 31
December 2017 and 2016.

As at 31 December 2017, the Group had no capital expenditure commitments (2016: nil).
SIGNIFICANT INVESTMENTS
The Group did not have any significant investments during the Reporting Period.

MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES AND ASSOCIATED
COMPANIES

The Group did not have any material acquisitions or disposals of subsidiaries and associated companies
during the Reporting Period.

CHARGE ON GROUP’S ASSETS
As at 31 December 2017, the Group did not have any assets pledged (2016: nil).

FOREIGN EXCHANGE EXPOSURES

The Group mainly earns revenue and incurs costs in Hong Kong dollars, U.S. dollars and Renminbi
("RMB"). The management is aware of the possible exchange rate exposure resulted from the
fluctuation of RMB against the Hong Kong dollars and will closely monitor its impact on the
performance of the Group to determine if any hedging policy is necessary. With regard to the U.S.
dollars, foreign exchange exposure would be minimal so long as the Hong Kong SAR Government’s
policy to peg the Hong Kong dollars to the U.S. dollars remains in effect.
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Management Discussion and Analysis

CONTINGENT LIABILITY

Details of the contingent liability of the Group are set out in note 37 to the consolidated financial
statements.

EMPLOYEE AND REMUNERATION POLICY

As at 31 December 2017, the Group had 508 (2016: 592) full time employees in Hong Kong, the
People’s Republic of China (the “PRC” or “China”) (including 465 (2016: 552) subcontractor’s
staff for the outsourced production of electronic products) and Vietnam. Total staff costs (including
directors’ remuneration) for the Reporting Period amounted to approximately HK$29.3 million (2016:
HK$28.5 million). The employees are remunerated with reference to the qualification, experience,
responsibility and performance of the individual, the performance of the Group and the market
practices. Apart from the basic remuneration package, the mandatory provident fund scheme, the
central provident scheme in the PRC and the state pension scheme in Vietnam, the Company also
operates a share option scheme based on which the board (the “Board”) of directors of the Company
(the "Director(s)”) may, at its discretion, grant options to eligible employees of the Group.

FUTURE OUTLOOK

According to the International Monetary Fund (the “IMF"), the cyclical upswing underway since mid-
2016 has continued to strengthen, being the broadest synchronised global growth upsurge since 2010.
Global output is estimated to have grown by 3.7% in 2017. The stronger momentum experienced in
2017 is expected to carry into 2018 and 2019, with global growth revised up by 0.2 percentage point
to 3.9% for both years. According to the IMF, this forecast reflects the expectation that favorable
global financial conditions and strong sentiment will help maintain the recent acceleration in demand,
especially in investment, with a noticeable impact on growth in economies with large exports. In
addition, the U.S. tax reform and associated fiscal stimulus are expected to temporarily raise U.S.
growth, with favorable demand spillovers for U.S. trading partners during this period. The effects of
the U.S. tax policy package on output in the U.S. and its trading partners contribute about half of the
cumulative revision to global growth over 2018 and 2019.

The IMF has raised the U.S. growth forecast from 2.3% to 2.7% in 2018, and from 1.9% to 2.5%
in 2019, citing stronger than expected activity in 2017, higher projected external demand and the
expected macroeconomic impact of the tax reform, in particular the reduction in corporate tax rates
and the temporary allowance for full expensing of investment. Despite seeing balanced risks to the
global outlook in the near term, the IMF highlighted threats to the sustainability of the upswing
included that many people were left out of rising prosperity, most of the growth was just cyclical,
further reforms were needed to sustain it into the 2020s, and higher inflation and interest rates
could puncture the buoyant mood in the years ahead, according to a report dated 23 January 2018
in the Financial Times (the "FT"”). The Organisation for Economic Cooperation and Development (the
“OECD") warned that business investment rates in most large economies remained too low to keep

Ruixin International Holdings Limited Annual Report 2017



Management Discussion and Analysis

the global economy powering forward, as per a report dated 28 November 2017 in the FT. According
to the OECD, the momentum and high global growth rates would continue this year but fade in 2019
unless investment improved.

China’s economy grew at 6.9% in 2017, the fastest pace since 2015 and the first yearly acceleration
since 2010 on a combination of revived exports, resilient consumption and a solid real-estate market.
The annual figure overshot the government’s target of around 6.5%, despite policymakers making
headway towards curbing financial risks from excessive debt, according to a report dated 18 January
2018 in the FT. According to reports dated 2, 17 and 18 January 2018 in the South China Morning
Post (the “SCMP"), the strong performance is expected to give Beijing more room to tackle debt,
pollution and poverty, which were identified as the three economic priorities for the next three
years. Under “Xiconomics”, Beijing has downplayed GDP growth targets in favor of quality growth,
sustainable development and greater transparency in provincial auditing. While China continued to
rely heavily on capital spending and exports, the contribution of consumer spending was increasing.
Consumption contributed about 58.8% of the growth last year, compared with about 32.1% from
domestic investment. The transformation towards a consumption-driven economy, however, will imply
a gradual slowing of growth, if China was to tread a typical path of economic maturity.

According to the FT report dated 18 January 2018, analysts warn that the trade-off between growth
and deleveraging will get tougher this year, with a slowing property market and tighter controls on
local government infrastructure spending expected to drag on the economy. They also note that the
lagging impact of strong credit growth in 2016 boosted growth last year, while the tightening in
2017 will have the opposite effect this year. A slowdown in China’s manufacturing sector has started
to take hold in the past few months in the face of a cooling property market and tighter pollution
rules that have curtailed factory output, according to reports dated 31 December 2017, 31 January
and 28 February 2018 in the SCMP. The official PMI fell more than expected to 50.3 in February 2018
and 51.3 in January 2018 from 51.6 in December 2017 and 51.8 in November 2017 as output hit
by Chinese New Year holiday and drop in export orders. Analysts say that increasing trade friction
with the U.S. could cloud the outlook for export manufactures in China. China has set an economic
growth target of around 6.5% for 2018. The IMF expects growth to moderate gradually in China,
despite revising up the forecast for both 2018 and 2019 by 0.1 percentage point to 6.6% and 6.4%,
respectively.

Against this backdrop, the Group believes that the operating environment for manufacturers in the
PRC is likely to remain challenging and would continue to have an impact on the performance of the
Group's electronic products business in the future. Although signs of pickup in the electronic products
industry have been indicated, shortage of raw material is boosting up the cost and more importantly
affecting the production and delivery schedule. At the same time, pressure from the increase in labour
cost and other production cost cannot be ignored. The Group will try to maintain a better relationship
with its suppliers in order to stabilise the supply and cost of raw materials as well as continue to
implement its cost control measures including but not limited to the outsourcing of some labour
intensive process in order to minimise the products cost.
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Biographical Details of Directors

EXECUTIVE DIRECTORS

Mr. Wang Zhaofeng (“Mr. Wang”), aged 48, was appointed as an executive Director and the
chairman of the Company (the “Chairman”) on 10 July 2013 and 26 February 2016, respectively. Mr.
Wang holds master and doctor of law degrees from Renmin University of China. He went to University
of Cambridge in England, Cornell University in the United States and Max Planck Institute in Germany
in 2004, 2009 and 2015, respectively as a visiting scholar. Mr. Wang has about 19 years of experience
working in the judiciary department and as a practicing lawyer in the PRC. He is currently a legal
counsel to several major media and large enterprises. Mr. Wang was a deputy director for the Public
Prosecution Department of the People’s Procuratorate of Haidian District in Beijing from 1998 to 2002,
and a deputy director for the Legal Policy Research Office of the People’s Procuratorate of Beijing from
2002 to 2006. Currently, Mr. Wang is a managing partner of and a director-general of the Litigation
and Arbitration Professional Committee of Beijing DeHeng Law Offices. Mr. Wang is also a deputy
president of Beijing Xicheng Lawyers Association, a member of the Lawyers Development Strategy
Research Committee of All China Lawyers Association in the PRC, a deputy director of the Lawyer
Business Research Centre of Renmin University of China, an external lecturer of Peking University Law
School and a part-time professor of China University of Political Science and Law.

Mr. Lam Yat Keung ("Mr. Lam"”), aged 60, was appointed as an executive Director on 13 December
2003. Mr. Lam was the president of the Company from 13 December 2003 to 2 March 2010 and
from 1 December 2012 to 1 December 2015. Mr. Lam has over 30 years of experience in business
development, strategic planning, policy making and research and development in the manufacturing
industry in Hong Kong and the PRC, particularly in the consumer products and electronic components
sectors. Mr. Lam and his wife, Ms. Lam Pik Wah, are currently the directors of certain subsidiaries of
the Company.

Mr. Huang Hanshui ("Mr. Huang”), aged 47, was appointed as an executive Director on 9 March
2010. Mr. Huang holds a Master of Business Administration (MBA) degree from the National University
of Singapore and a Bachelor of Arts degree from Xiamen University. Mr. Huang has over 22 years of
experience in various areas, including financial and compliance management, equity research, strategic
management, human resources services and sales & marketing. Prior to joining the Company, he
worked as an equity analyst in Nomura Securities and Standard & Poor’s. Mr. Huang is currently the
chief financial officer of the Company and a director of certain subsidiaries of the Company.
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Biographical Details of Directors

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ho Chi Fai ("Mr. Ho"), aged 61, was appointed as an independent non-executive Director on 15
January 2004. Mr. Ho graduated from the Hong Kong Polytechnic University in 1979 with a Higher
Diploma in Accountancy. Prior to joining the Company, he had over 20 years of experience working in
an international bank with particular expertise in money market operations and accounting and was
the financial controller of a computer manufacturer and an electronic components manufacturer.

Ms. Liu Yanfang (“Ms. Liu”), aged 53, was appointed as an independent non-executive Director on
24 June 2010. Ms. Liu holds a bachelor’s degree in law from China University of Political Science and
Law. She has over 20 years of experience working as a corporate legal counsel and in financial crimes
investigations. Ms. Liu is currently a PRC practicing attorney and she has been a senior partner with
Allbright Law Offices situated in Shanghai since 2004. From 1992 to 2003, Ms. Liu served various
positions with the Ministry of Public Security including as director of the Securities Crime Investigation
Department and as deputy director of the Finance Department under the Economic Protection Bureau.
From 1989 to 1992, she worked in the All-China Women's Federation. From 1987 to 1989, she
worked as an attorney for a law firm in Hebei province.

Mr. Zhang Jue ("Mr. Zhang”), aged 32, was appointed as an independent non-executive Director on
20 February 2016. Mr. Zhang obtained a bachelor’'s degree with a major in Financial Management
from Shanghai University of Finance and Economics in 2007 and a Master’'s degree of Accounting
from Tsinghua University in 2015. Mr. Zhang has over 10 years of experience in various areas,
including investment, financial management, market research and auditing. Mr. Zhang worked as a
senior manager from December 2012 to December 2013 and as the financial controller from
December 2013 to June 2014 in China New Town Development Company Limited, the shares of
which are dual-listed on the main boards of The Singapore Exchange Securities Trading Limited (stock
code: D4N.si) and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (stock code:
1278). From December 2012 to June 2017, he served as a vice president in Beijing Black Eagle Fu
Cheng Investment Management Co. Ltd.* (JtRRBEEKEEERERAF) and/or its related
companies. Since July 2017, he served as a vice general manager of Beijing Qingkong Xinye
Investment Management Co. Ltd.*x (ItRBEMELEETE AR AF) . Mr. Zhang is currently a
director of CCL Cold Storage Logistics Co. Ltd.* (JERA LW’ AR A7) and Shanghai Shaohua
Culture Communication Co. Ltd.* (_E/GFELFERKDBRAF]) , the shares of which are quoted
on the National Equities Exchange and Quotations of the PRC (stock code: 835382 and 871677,
respectively).

*  For identification purpose only
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Report of the Directors

The Board presents their report and the audited consolidated financial statements of the Company and
its subsidiaries for the Reporting Period.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The activities of its principal subsidiaries as at
31 December 2017 are set out in note 38 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the Reporting Period are set out in the consolidated statement of profit
or loss and the consolidated statement of profit or loss and other comprehensive income on pages 40
and 41 of this report.

The Board does not recommend the payment of final dividend for the Reporting Period (2016: nil).

SUMMARY OF FINANCIAL INFORMATION

A summary of the published results and of the assets, liabilities and non-controlling interests of the
Group for the past five financial years is set out on page 112 of this report.

SHARE CAPITAL

Details of movements in the share capital of the Company during the Reporting Period are set out in
note 30 to the consolidated financial statements.

CONVERTIBLE NOTES

Details of movements in the convertible notes of the Company during the Reporting Period are set out
in note 27 to the consolidated financial statements.

RESERVES
Details of movements in the reserves of the Group and the Company during the Reporting Period are

set out in the consolidated statement of changes in equity and note 32 to the consolidated financial
statements, respectively.
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Report of the Directors

DISTRIBUTABLE RESERVES

As at 31 December 2017, the Company did not have any reserves available for distribution, as
computed in accordance with the Companies Act 1981 of Bermuda (2016: nil). The Company’s share
premium account of HK$2,271,283,000 (2016: HK$2,271,283,000) could be distributed in the form of
fully paid bonus shares.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the bye-laws of the Company (“Bye-law(s)”) or
the laws in Bermuda which would oblige the Company to offer new shares on a pro-rata basis to
existing shareholders of the Company (“Shareholder(s)”).

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

During the Reporting Period, neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group during the Reporting Period
are set out in note 17 to the consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the largest customer and the five largest customers of the Group
accounted for 16.78% and 35.02%, respectively, of the total revenue of the Group for the Reporting
Period.

The aggregate purchases attributable to the largest supplier and the five largest suppliers of the Group
accounted for 16.77% and 53.31%, respectively, of the total purchases of the Group for the Reporting
Period.

None of the Directors, their associates or any Shareholders (which to the knowledge of the Directors

own more than 5% of the Company's share capital) had any interest in the five largest customers or
suppliers.
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Report of the Directors

DIRECTORS
The Directors during the Reporting Period and up to the date of this report were:
Executive Directors

Mr. Wang Zhaofeng
Mr. Lam Yat Keung
Mr. Huang Hanshui

Independent non-executive Directors

Mr. Ho Chi Fai
Ms. Liu Yanfang
Mr. Zhang Jue

Pursuant to Bye-law 87, Mr. Huang Hanshui and Mr. Zhang Jue will retire by rotation at the
forthcoming annual general meeting of the Company (the “2018 AGM") and, being eligible, will offer
themselves for re-election at the 2018 AGM.

None of the Directors being proposed for re-election at the 2018 AGM has a service contract with
the Company which is not determinable by the Company within one year without payment of
compensations, other than statutory compensation.

Save as disclosed above, there is no other information regarding Directors that is required to be

disclosed pursuant to Rule 13.51B(1) of the Rules Governing the Listing of Securities (the “Listing
Rules”) on the Stock Exchange.
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Report of the Directors

DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

No transactions, arrangements or contracts of significance in relation to the Group’s business to which
the Company or any of its subsidiaries was a party and in which a Director had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any time during the Reporting
Period.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

None of the Directors or their respective associates had an interest in a business which competes or is
likely to compete, either directly or indirectly, with the business of the Group.

DIRECTORS’ REMUNERATION AND THE FIVE HIGHEST PAID INDIVIDUALS

Details of the Directors’ remuneration and those of the five highest paid individuals in the Group are
set out in notes 15 and 16 to the consolidated financial statements.

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS IN SHARES AND UNDERLYING SHARES

As at 31 December 2017, the interests and short positions of the Directors and chief executives of the
Company (the “Chief Executives”) in the shares, underlying shares and debentures of the Company
or any of its associated corporation(s) (within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO")) which were required (i) to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which he/
she was taken or deemed to have under such provisions of the SFO); or (ii) to be entered in the register
pursuant to Section 352 of the SFO; or (iii) to be notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code") as set out in Appendix 10 of the Listing Rules, were as follows:

Long positions in the shares and underlying shares of the Company:

Number of

shares and

underlying Percentage of
Name of Director Capacity shares held shareholding
Mr. Huang Hanshui (Note) Beneficial owner 86,827,895 0.63%

Note: Mr. Huang Hanshui, an executive Director, has a derivative interest in 86,827,895 shares pursuant to share options

granted to him on 6 December 2010.
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Report of the Directors

Save as disclosed above, as at 31 December 2017, none of the Directors, the Chief Executives or their
associates had any interests or short positions in any shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning of Part XV of the SFO) which were
required to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests and short positions which he/she was taken or deemed to have
under such provisions of the SFO), or which had to be recorded in the register required to be kept
under Section 352 of the SFO, or otherwise required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed in the paragraph headed “Directors’ and Chief Executives’ interests in shares and
underlying shares” above and “Share option scheme” as set out in note 31 to the consolidated
financial statements, at no time during the Reporting Period was the Company or any of its
subsidiaries a party to any arrangements to enable the Directors to acquire benefits by means of the
acquisition of shares in, or debt securities (including debentures) of, the Company or any other body
corporate and neither the Directors nor the Chief Executives, or any of their spouses or children under
the age of 18, had any rights to subscribe for the equity or debt securities of the Company, or had
exercised any such rights.

SUBSTANTIAL SHAREHOLDERS
As at 31 December 2017, the register of substantial Shareholder maintained by the Company pursuant
to Section 336 of the SFO shows that the following Shareholder had notified the Company of relevant

interests in the issued share capital of the Company.

Long positions in the shares and underlying shares of the Company:

Number of

shares and

underlying Percentage of
Name of substantial Shareholder Capacity shares held shareholding
Mr. Li Weimin (Note) Beneficial owner 9,182,985,823 66.12%

Note: Mr. Li Weimin (“Mr. Li") is interested in 9,182,985,823 shares, consisting of (i) an interest in 1,742,985,823 shares
beneficially owned and held in his own name; and (ii) a derivative interest in 7,440,000,000 conversion shares to be
allotted and issued upon full conversion of the outstanding convertible notes issued to him by the Company with an
aggregate principal amount of HK$260,400,000.

Save as disclosed above, the Company had not been notified any interests or short positions in the

shares or underlying shares of the Company as recorded in the register required to be kept under
Section 336 of the SFO as at 31 December 2017.
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Report of the Directors

SHARE OPTION SCHEME

At the Company's annual general meeting held on 8 June 2012, the Company terminated the old
share option scheme and adopted a new share option scheme. Details are set out in note 31 to the
consolidated financial statements.

MANAGEMENT CONTRACTS

No contracts, other than employment contracts, concerning the management and administration of
the whole or any substantial part of the Company’s business were entered into or existed during the
Reporting Period.

CONNECTED TRANSACTION

During the Reporting Period, there were no connected transactions or continuing connected
transactions of the Company under Chapter 14A of the Listing Rules which are required to comply
with any of the reporting, announcement or independent Shareholders’ approval requirements under
the Listing Rules.

SUFFICIENCY OF PUBLIC FLOAT

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

AUDITOR

SHINEWING (HK) CPA Limited will retire and, being eligible, will offer themselves for re-appointment as
auditor of the Company at the 2018 AGM.

On behalf of the Board

Wang Zhaofeng
Chairman

Hong Kong, 23 March 2018
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Corporate Governance Report

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of corporate governance. During the
Reporting Period, the Company has applied the principles of and complied with the code provisions
(the "Code Provision(s)”) set out in the Corporate Governance Code and Corporate Governance
Report (the “"CG Code"”) contained in Appendix 14 of the Listing Rules except for the following
deviations:

Under the Code Provision A.2.1 of the CG Code, the roles of chairman and chief executive should be
separate and should not be performed by the same individual. The duties and responsibilities of the
chief executive were shared among the members of the Board during the Reporting Period. In view of
the size of operation of the Group, the Board considers that it will be suitable for implementing the
Company's strategies under this arrangement. The Board shall review this arrangement from time to
time to ensure appropriate and timely action is taken to meet changing circumstances.

Moreover, under the Code Provision A.4.1 of the CG Code, non-executive directors should be
appointed for a specific term, subject to re-election. Mr. Ho Chi Fai, an independent non-executive
Director, is not appointed for a specific term but his directorship is subject to retirement by rotation
and re-election in accordance with the Bye-laws and the Listing Rules. Under the Bye-laws, one-third
of the directors shall retire from office by rotation at each annual general meeting. According to
the Listing Rules, every director, including those appointed for a specific term, should be subject to
retirement by rotation at least once every three years.

The Directors will continuously review and improve the corporate governance practices and standards
of the Company to ensure that business activities and decision making process are regulated in a
proper and prudent manner.

BOARD OF DIRECTORS

As at the date of this report, the Board comprises a balanced composition of Directors who
possess a wide spectrum of relevant skills and experience, including three executive Directors and
three independent non-executive Directors. All Directors are expressly identified in all corporate
communications. The biographical details of each Director are set out on pages 8 to 9 of this report.
The Board has established four Board committees, namely the Audit Committee, the Remuneration
Committee, the Nomination Committee and the Investment Committee (together the “Board
Committees”).
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During the Reporting Period, the attendance of the Directors at the Board meetings, Audit Committee
meetings, Remuneration Committee meeting, Nomination Committee meeting, Investment Committee
meeting and the Company's special general meeting held on 16 January 2017 (“2017 SGM") and
the Company’s annual general meeting held on 5 June 2017 (2017 AGM”) is given below and their
respective responsibilities are discussed later in this report.

No. of meetings attended/held

Audit Remuneration Nomination Investment
2017 2017 Board Committee Committee Committee Committee
SGM AGM meetings meetings meeting meeting meeting
Executive Directors
Mr. Wang Zhaofeng 11 171 4/4 N/A N/A 11 N/A
Mr. Lam Yat Keung il 171 4/4 N/A N/A N/A N/A
Mr. Huang Hanshui 11 171 4/4 N/A N/A N/A N/A
Independent
non-executive Directors
Mr. Ho Chi Fai 11 il 4/4 212 il N/A 171
Ms. Liu Yanfang il 171 4/4 22 171 il 171
Mr. Zhang Jue 11 il 4/4 212 il 11 171

The Board is accountable to Shareholders for the performance and activities of the Company and
is primarily responsible for setting directions, formulating strategies, monitoring performance and
managing risks of the Group. The day-to-day management, operation and administration of the
Company are delegated to the management executives while certain key matters such as making
recommendation of dividend or other distributions and appointment of Directors are reserved for the
approval by the Board.

The Board held meetings from time to time whenever necessary. Notice of at least fourteen days
has been given to all Directors for all regular board meetings and the Directors can include matters
for discussion in the agenda if necessary. Agenda and accompanying board papers in respect of
regular Board meetings are sent to all Directors within reasonable time before the meeting. Minutes
of Board meetings and meetings of the Board Committees are kept by the secretary of the meetings
and all Directors have access to board papers and related materials, and are provided with adequate
information on a timely manner, which enable the Board to make an informed decision on matters
placed before it.

In case a Director has a material interest in the subject matter to be considered by the Board, a Board
meeting should be held and such Director must abstain from voting and not being counted towards
the quorum in respect of the subject matter of the meeting.

All Directors are regularly updated on governance and regulatory matters. There is an established
procedure for Directors to obtain independent professional advice at the expense of the Company in
discharge of their duties.

During the Reporting Period, the Board complies at all times with the requirements of the Listing Rules

relating to the appointment of at least three independent non-executive Directors and one of them has
appropriate professional qualifications or accounting or related financial management expertise.
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The Company has received from each independent non-executive Director an annual confirmation of
his/her independence pursuant to Rule 3.13 of the Listing Rules and the Company is of the opinion
that the independent status of them remains intact as at 31 December 2017.

DIRECTORS’ TRAINING

Under the Code Provision A.6.5 of the CG Code, all directors should participate in continuous
development to develop and refresh their knowledge and skills to ensure that their contribution to the
board remains informed and relevant. The Directors are continuously updated with legal and regulatory
developments, and the business and market changes to facilitate the discharge of their responsibilities.
The Company has provided timely technical updates, including the briefing on the amendments on
the Listing Rules and the news release published by the Stock Exchange to the Directors. Continuous
briefing and seminars on professional development for Directors are arranged where necessary. Up
to the date of this report, all Directors have attended in-house seminars on regulatory and corporate
governance matters arranged by the Company and the Company has received from each of the
Directors the confirmation on continuous professional training, as recorded in the table below:

Reading guides and

Seminars on papers relating to
regulations and regulations and
updates directors’ duties
Executive Directors

Mr. Wang Zhaofeng v/ v
Mr. Lam Yat Keung v v
Mr. Huang Hanshui 4 v

Independent non-executive Directors
Mr. Ho Chi Fai v/ v
Ms. Liu Yanfang v/ v
Mr. Zhang Jue v/ v

DIRECTORS’ INSURANCE

The Company has arranged appropriate insurance cover in respect of legal action against the Directors.
CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Chairman is responsible for the leadership and effective running of the Board and ensuring that all

significant and key issues are discussed and where required, timely and constructively resolved by the
Board.
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The chief executive officer of the Company (the “CEO") was delegated with the authority and
responsibility to manage the Group’s business in all aspects effectively, implement major strategies,
make day-to-day decision and coordinate overall business operation. During the Reporting Period,
the duties and responsibilities of the CEO were shared among the members of the Board. In view of
the size of operation of the Group, the Board considers that it will be suitable for implementing the
Company's strategies under this arrangement. The Board shall review this arrangement from time to
time to ensure appropriate and timely action is taken to meet changing circumstances.

APPOINTMENT, RE-ELECTION AND REMOVAL

Each of the executive Directors is engaged on a service contract. Each of the independent non-
executive Directors (except Mr. Ho Chi Fai) is engaged with an appointment letter from the Company
for a fixed term of three years, which will continue thereafter until terminated by either party by giving
not less than one month notice in writing to the other party, and his/her term of office is subject to
retirement by rotation and re-election in accordance with the Bye-laws and the Listing Rules.

According to the Bye-laws, one-third of the Directors shall retire from office by rotation at each annual
general meeting. Any director appointed to fill a casual vacancy or as an addition to the Board shall
hold office only until the next following annual general meeting and shall then be eligible for re-
election at that meeting.

The procedures and process of appointment, re-election and removal of Directors are laid down in the
Bye-laws. The Nomination Committee is responsible for reviewing the Board composition, monitoring
the appointment and succession planning of Directors and assessing the independence of independent
non-executive Directors.

NOMINATION COMMITTEE

The Nomination Committee currently comprises three members namely, Ms. Liu Yanfang (the chairman
of the Nomination Committee) and Mr. Zhang Jue, independent non-executive Directors, and Mr.
Wang Zhaofeng, an executive Director.

The Board adopted the board diversity policy (the “Board Diversity Policy”) in accordance with the
requirements set out in the CG Code. Such policy aims to achieve diversity on the Board in supporting
the attainment of its strategic objectives and its sustainable development. Selection of candidates on
the Board will be based on a range of diversity perspectives, including but not limited to gender, age,
cultural and educational background, professional experience, skills, knowledge and length of service.
The ultimate decision will be based on merit and contribution that the selected candidates will bring
to the Board. All Board appointments will be based on meritocracy, and candidates will be considered
against objective criteria, having due regard for the benefits of diversity on the Board.
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The primary duties of the Nomination Committee are to review the structure, size and composition
(including the skills, knowledge and experience) of the Board on a regular basis and to identify
individuals suitably qualified to become board members. It is also responsible for assessing the
independence of independent non-executive Directors and making recommendations to the Board
on relevant matters relating to the appointment or re-appointment of Directors and succession
planning for Directors. The Nomination Committee will also review the Board Diversity Policy to
ensure its effectiveness. The recommendations of the Nomination Committee are then put forward for
consideration and adoption, where appropriate, by the Board.

During the Reporting Period, one Nomination Committee meeting was held to review the structure,
size and composition of the Board, the retirement and re-appointment arrangement of the Directors in
the 2017 AGM and review the effectiveness of the Board Diversity Policy. The terms of reference of the
Nomination Committee are consistent with the terms set out in the relevant section of the CG Code.

REMUNERATION COMMITTEE

The Company has established a Remuneration Committee to ensure that there are formal and
transparent procedures for setting policies on the remuneration of Directors. The Remuneration
Committee currently comprises all independent non-executive Directors, namely, Mr. Zhang Jue (the
chairman of the Remuneration Committee), Mr. Ho Chi Fai and Ms. Liu Yanfang.

The Company has adopted the model to make recommendations to the Board to determine the
remuneration packages of Directors and senior management.

During the Reporting Period, one Remuneration Committee meeting was held to review the
remuneration packages of the Directors. The Remuneration Committee ensures that no Director is
involved in deciding his own remuneration. The terms of reference of the Remuneration Committee are
consistent with the terms set out in the relevant section of the CG Code.

AUDIT COMMITTEE

The Audit Committee currently comprises all independent non-executive Directors, namely, Mr. Ho Chi
Fai (the chairman of the Audit Committee), Ms. Liu Yanfang and Mr. Zhang Jue.

The primary duties of the Audit Committee include to make recommendations to the Board for
appointment, reappointment and removal of the Company's external auditor, to review and monitor
its independence and objectivity, and to develop and implement policy on the engagement of non-
audit services by the Company's external auditor. Apart from monitoring the integrity of financial
statements, the Audit Committee also oversees the Company’s financial reporting system, risk
management and internal control systems.
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During the Reporting Period, two Audit Committee meetings were held to review the interim and
final results of the Group, the financial reporting matters as well as the risk management and internal
control systems of the Group. The terms of reference of the Audit Committee are consistent with the
terms set out in the relevant section of the CG Code.

AUDITOR’S REMUNERATION

The statement of the external auditor of the Company about its reporting responsibilities on the
financial statements is set out in the “Independent Auditor’s Report” on pages 34 to 39 of this report.

For the Reporting Period, the remuneration paid/payable to the external auditor of the Company,
SHINEWING (HK) CPA Limited and its affiliate company in respect of audit and non-audit services
provided by them to the Group, are set out below:

HK$'000

Audit services 810
Non-audit services:

— Taxation services 84

— 2017 interim review 69

— 2017 internal control review and risk assessment services 330

— Others 31

514

1,324

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its own code of conduct regarding securities
transactions by the Directors. Having made specific enquiry of the Directors, all the Directors confirmed
that they had complied with the required standards as set out in the Model Code for the Reporting
Period.
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CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for determining the policy for the corporate governance of the Company and
performing the corporate governance duties as below:

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

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

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

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

(e)  to review the Company’s compliance with the code and disclosure in the Corporate Governance
Report.

The terms of reference of the corporate governance functions of the Board are consistent with the
terms set out in the relevant section of the CG Code.

RESPONSIBILITY FOR PREPARATION AND REPORTING OF FINANCIAL STATEMENTS

The management has regularly provided explanation and information to the Board so as to enable the
Board to make an informed assessment of the financial and other information put before the Board
for approval. The Directors acknowledge their responsibility for preparing the financial statements and
presenting a balanced, clear and understandable assessment of the Company’s annual and interim
reports, other financial disclosures required under the Listing Rules and reports to regulators. The
statement by the auditor of the Company regarding their reporting responsibilities on the consolidated
financial statements of the Group is set out in the “Independent Auditor’s Report” on pages 34 to 39
of this report.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility for the risk management and internal control systems and
for reviewing their effectiveness. The Group emphasises the importance of sound risk management
and internal control systems which are indispensable for mitigating the Group’s key risk exposures.
The Group’s risk management and internal control systems include a defined management structure
with limits of authority, and are designed for the Group to identify and manage the significant risks
to achieve its business objectives. The systems are designed to provide reasonable, but not absolute,
assurance against material misstatement or loss, and to manage rather than eliminate risks of failure in
the Group's operational systems and in the achievement of the Group’s business objectives.

The Group has adopted a three-tier risk management approach to identify, assess and manage
different types of risks. The Group is committed to the identification, evaluating, and management
of risks associated with its business activities through ongoing assessment of a risk register, by
considering the likelihood and impact of each identified risk. For any identified significant risks, the
Group will evaluate its financial or operational impacts to the Group and adopt mitigation measures to
manage such risks.

The Group has developed an internal control system, which covers major financial, operational
and compliance controls to safeguard its assets against unauthorised use or disposition, ensure the
maintenance of proper accounting records for the provision of reliable financial information for
internal use or for publication, and ensure compliance with relevant laws and regulations. The internal
control system is reviewed on an ongoing basis by the Board and the Audit Committee annually. For
any identified internal control weaknesses or defects, the Group will enhance control measures to
rectify such control weaknesses or defects.

Under the Code Provision C.2.5 of the CG Code, the Group should have an internal audit function.
The Group has conducted an annual review of the need for setting up an internal audit department.
Given the Group's simple operating structure, it was decided that the Board, supported by the Audit
Committee, would be directly responsible for risk management and internal control systems of the
Group.

During the Reporting Period, the Company engaged an external independent consultant to conduct
an independent review on the risk management and internal control systems of the Group. Mitigation
measures have been put in place to manage significant risks and no material control weaknesses
or defects were found. Risk assessment report and internal control report were submitted to and
approved by the Board and the Audit Committee.
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The Board through the Audit Committee and the external independent consultant had conducted an
annual review on the risk management and internal control systems of the Group. The review covered
material controls, including financial, operational and compliance controls and risk management
functions of the Group. The Board considered that the risk management and internal control systems
of the Group were effective during the Reporting Period. The improvement of the systems of risk
management and internal control is an ongoing process and the Board maintains a continuing
commitment to strengthen the Group’s control environment and processes.

Procedures and internal controls for the handling and dissemination of inside information

The Group has put in place the procedures and internal controls for the handling and dissemination
of inside information. The Group complies with requirements of the SFO and the Listing Rules during
the Reporting Period. The Group 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 Group ensures the information is kept strictly
confidential. If the Group believes that the necessary degree of confidentiality cannot be maintained
or that confidentiality may have been breached, the Group would immediately disclose the information
to the public. The Group is committed to ensure that information contained in announcements or
circulars are not false or misleading as to a material fact, or false or misleading through the omission
of a material fact in view of presenting information in a clear and balanced way, which requires equal
disclosure of both positive and negative facts.

COMPANY SECRETARY

All Directors have access to the advice and services of the company secretary of the Company, Ms.
Tsang Man Sze (“Ms. Tsang”), a full time employee of the Company. Ms. Tsang has undertaken
sufficient hours of relevant professional training in compliance with Rule 3.29 of the Listing Rules.

COMMUNICATION WITH SHAREHOLDERS

The Company aims to provide its Shareholders and investors with high standard of disclosure and
financial transparency. The Board is committed to provide clear and detailed information of the Group
to Shareholders in a timely manner and on a regular basis through the publication of interim and
annual reports and/or dispatching circular, notices and other announcements.

Shareholders are welcome to attend Shareholder’s meeting where they are fully briefed on the
Company's activities and questions can be raised to the Board and the management. The Board
proposes separate resolutions for each issue to be considered and put each proposed resolution to
the vote by way of a poll. Poll results will be posted on the websites of the Company and the Stock
Exchange after Shareholders’ meetings.
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SHAREHOLDERS’ RIGHTS
Convening a special general meeting by Shareholders

Pursuant to Bye-law 58, a special general meeting may be convened by the Board upon requisition by
any shareholder holding at the date of deposit of written requisition not less than one tenth of the
paid up capital of the Company carrying the right of voting at general meetings of the Company. The
Shareholder shall make a written requisition to the Board or the company secretary of the Company at
the head office address of the Company, specifying the shareholding information of the Shareholder,
his/her contact details and the proposal regarding any specified transaction/business and its supporting
documents.

The Board shall arrange to hold such general meeting within two months after the receipt of such
written requisition. Pursuant to Bye-law 59, the Company shall serve requisite notice of the general
meeting, including the time, place of meeting and particulars of resolutions to be considered at the
meeting and the general nature of the business.

If within twenty one days of the receipt of such written requisition, the Board fails to proceed to
convene such special general meeting, the Shareholder shall do so in accordance with the provisions of
Section 74(3) of the Companies Act 1981 of Bermuda.

Putting forward proposals at general meetings

A Shareholder shall make a written requisition to the Board or the company secretary of the
Company at the head office address of the Company, specifying the shareholding information of the
Shareholder, his/her contact details and the proposal he/she intends to put forward at general meeting
regarding any specified transaction/business and its supporting documents.

Putting forward enquiries to the Board

Shareholders may at any time send their enquiries and concerns to the Board in writing to the

Company's head office in Hong Kong at 18th Floor, Times Media Centre, 133 Wan Chai Road, Hong
Kong.
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The Group has been striving to realise the long-term sustainable development of its business. Adhering
to its core values including legal and regulatory compliance, cooperation with integrity and care for
society is the bedrock of the Group's business development. While maintaining the interests of its
stakeholders, the Group simultaneously shows concern for environmental, social and governance
issues.

The environmental, social and governance report (the”"ESG Report”) is written in accordance with the
Environmental, Social and Governance Reporting Guide as set out in Appendix 27 of the Listing Rules
(the "Appendix 27"). The Company has complied with the “comply or explain” provisions as set out in
the Appendix 27 during the Reporting Period.

The ESG Report will cover the environmental and social responsibility aspects underlying the Group’s
business operations in Hong Kong and Vietnam for the Reporting Period. For details of the Group's
corporate governance matters, please refer to the Corporate Governance Report on pages 16 to 25 of
this report.

COMMUNICATION WITH STAKEHOLDERS

To allow stakeholders, such as employees, customers, suppliers, investors and business partners etc., to
gain a better understanding of the Group’s business philosophy, business performance, development
and environmental, social and governance practices, the Group communicates with stakeholders in
a timely, comprehensive and efficient manner through a variety of channels, including interviews,
telephone conferences and email etc.. The Group also proactively discloses more information about the
Group via announcements, notices, circulars, company publications and reports etc.. Stakeholders may
browse the Group's website at www.irasia.com/listco/hk/ruixin or contact the Group to obtain more
information.

ENVIRONMENT

Climate change is becoming increasingly serious. Curbing global warming has become an important
issue globally. In coordination with the global goal of reducing emissions of greenhouse gases,
the Group complies strictly with the local environmental laws and regulations and has prepared
comprehensive environmental policies to serve as a foundation for environmental management. The
Group considers the relevant environmental aspects in its operating activities, formulating effective
measures for conserving energy and water, reducing waste generation and investing resources
proactively to reduce the impact of its operations on the environment. During the Reporting Period,
the Group was not prosecuted for violations of environmental laws and regulations, nor did it receive
other environmental complaints.
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Energy Conservation and Emissions Reduction

For energy management, power consumption is the Group’s main source of greenhouse gas emissions.
The Group focuses on improving energy efficiency, including selecting products with better energy
efficiency when replacing electrical equipment, partitioning lighting areas based on actual operating
needs, turning off unnecessary electrical appliances or setting them in a sleep state during idle periods,
maintaining a room temperature of 25.5°C and installing timing devices in some equipment for
automatic shutdown during non-office hours to avoid unnecessary energy consumption. By regularly
cleaning, maintaining and repairing equipment, the Group increases its operational efficiency and
reduces energy wastage caused by abnormal operations.

Emissions Data from Vehicles

Particulate

Nitrogen oxides Sulphur oxides matters

Pollutant (NOx) (SOx) (PM)

gram 44,041.22 175.69 4,184.78
Greenhouse Gas Emissions

Emission Scope 1 Scope 2 Total

Carbon dioxide equivalent, tonne 31.00 62.52 93.52

Note: Scope 1 refers to direct greenhouse gas emissions. The emission sources of the Group include mobile combustion source
and fugitive emission source. Scope 2 refers to energy indirect emissions which resulted only from the generation of the
Group's purchased electricity, but it didn't include the emissions from the Group’s business operations in Vietnam since
related data cannot be provided by the property management company.

Percentage % share on Ghg Emissions

Scope 1,
Mobile
Combustion
Source
33%
Scope 1,
Fugitive Source
0%
Scope 2, —
Purchased
Electricity
67%
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For waste management, the Group advocates the management approaches of efficient use of
resources to reduce waste. The Group’s business operations during the Reporting Period did not
produce any hazardous waste. Where feasible, all harmless materials are sorted and recycled for
reuse, including single-sided paper, envelopes and folders etc. and all waste electrical and electronic
equipment, including computer, printer, photocopier, kettle or microwave, etc. are donated to
charitable organisations or sent to recyclers for processing. Additionally, non-recyclable waste is
disposed of properly. During the Reporting Period, the Group possibly diverted 0.4 tonnes of waste
from landfills in Hong Kong.

Total Waste Produced

Waste electrical and

Non-hazardous Non-hazardous electronic equipment
waste Paper waste (Computer)
Tonne 0.36 Quantity 5 sets
Note: Only data from the Group’s business operations in Note: The Group participated in Computer Recycling
Hong Kong was reported. The amount of recyclable Campaign organised by Hong Kong Caritas
paper waste produced were centrally collected Computer Workshop in 2017, and sent 5 sets of
by ECO Association and property management waste desktop PC (weighing approximately 0.05
company for subsequent collection by recyclers. tonnes) to Caritas for refurbishment and inspection

before offering to low income group in need free of
charge or at cost recovery price.

For management of business travelling, technological developments help the Group promote
conservation management in business travels. The Group actively uses video conference call system
platforms and email discussions to replace unnecessary business travels, indirectly reducing the
emissions of exhaust and greenhouse gases generated by transportation.

During operations, the Group provides all of its employees with guidelines for energy conservation and
emission reduction via policy promotion, posts reminders telling employees to conserve energy more
frequently and encourages employees to attend environmental training held by environmental groups
and professionals to keep pace with contemporary developments. During the Reporting Period, the
Group shared with employees in Hong Kong the information on Red Pocket Envelope and Chinese
New Year Food Collection Program and Waste Electrical and Electronic Equipment Recycling Program
organised by green groups, including Greeners Action, Food Grace, People’'s Food Bank of St. James’
Settlement and ALBA Integrated Waste Solutions (Hong Kong) Ltd., to promote green messages and
to promote greater participation in community green activities by employees. By establishing a culture
of environmental protection and developing habitual behaviours within the Group, environmental
awareness is promoted to families and the community.
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Resource Usage

Earth’s resources are limited. While promoting its business in electronic products, the Group is also
constantly probing its own operations to determine how to use resources, such as electricity, drinking
water and paper etc., more efficiently to avoid waste.

For water management, although the Group’s business operations involve only the use of general
drinking water, the Group remains concerned about the use of water resources. It posts tips in
prominent locations in the workplace to remind employees to conserve water more frequently.

For paper conservation, in coordination with society’s advocacy of the environmental concepts of “Use
Less, Waste Less”, the Group actively promotes green filing and records, encouraging its employees to
use their computers to review files rather than printing them and to print on both sides of the paper
when possible. Where feasible, a green procurement model adopting the Internet or email is used.

Electricity and Water Consumption

Resources Unit Quantity
Electricity Kilo-watt Hour in "000s 108.76
Water Cubic meter 100.98

Note: Packaging materials is not identified as a material aspect in operations of the Group, such disclosure is omitted.
Environment and Natural Resources

The Group strives to reduce the impact of its operations on the environment and natural resources. It
implements management controls with regard to relevant environmental factors with the participation
of employees and the cooperation of suppliers with a view to effective environmental management.

For employee participation, the Group appoints dedicated staff to emphasise actions for conserving
energy and reducing emissions in work, deliver timely environmental information and publicise
the details on seminars and events held by environmental groups and policy institutions to the
employees via email, notices and meetings from time to time. The Group hopes to strengthen
employees’ environmental awareness, establish a corporate culture and cultivate habits via education
and promotion, allowing employees to embed environmental considerations in operating activities
and policy development. For example, employees are already accustomed to purchasing refillable
consumables and simpler packaging products, actively reducing packaging solid waste.

For supplier cooperation, with regard to external partners, while meeting its operating requirements,
the Group gives priority to local suppliers and prefers to cooperate with suppliers who have
obtained the ISO 14001 environmental management system certification for the joint promotion of
environmental protection work.
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WORKPLACE

The Group respects the rights of all of its employees and strives to provide a safe and fair working
environment free of discrimination and harassment, actively building harmonious employment
relationships. During the Reporting Period, the Group was not prosecuted for violations of relevant
employment laws and regulations, nor did it receive other complaints related to employment relations.

Employment

The Group strives to provide its employees with fair treatment with regard to appointments,
promotions, pay, benefits and development training etc.. The Group has complete and highly
transparent employment policies. Attractive compensation is provided based on local policies,
performance and related market remuneration data while balancing the circumstances within and
outside of the Group. In step with the principle of equal employment opportunities, any person
can receive equal employment opportunities regardless of their ethnicity, skin colour, religion, sex,
nationality, age, marital status, sexual orientation, disability or physical condition etc.. This includes
recruitment, development, promotion, training and other employment decisions.

The Group provides employees with reasonable and legal remuneration based on their contracts,
including salary and various types of allowances. It also provides employees with retirement protection
plans in accordance with the law. The Group dismisses employees based solely on reasonable and
legitimate reasons and provides notification of the termination of the employment contract between
the parties in writing. All remuneration and compensation are consistent with legal and regulatory
requirements. The Group readily builds a working environment that balances work and life for its
employees. It does not force employees to work overtime and holds birthday parties, festive gatherings
and other activities for employees to strengthen team cohesion. In addition to providing the basic
employee benefits required by laws and regulations, the Group provides employees with additional
medical insurance and annual leave, sick leave, marriage leave and funeral leave etc..

Through the annual performance review system, employees can review their work practice over the
previous year and plan their future work development. This is a key aspect of management in the
Group's operations.

Equal Opportunity

The Group continues to promote policies for equal opportunity and pluralism. There is no
discrimination or harassment with regard to ethnicity, skin colour, religion, sex, nationality, age, marital
status, sexual orientation, disability or physical condition etc. in any work, allowing employees to
work in an equal workplace. The Group also uses a performance-based review system as the basis
for evaluating pay and promotion. There is no discrimination, allowing all employees to obtain fair
development opportunities.
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Through sound recruitment mechanisms, the Group is able to verify the ages of applicants effectively,
eliminating the use of child labour. The Group also prohibits any servitude or forced labour, ensuring
that employees are participating in work voluntarily. Recruitment is based on impartiality and free will.
The recruitment of employees through coercion or deception is prohibited.

Occupational Safety and Health

The Group consistently places the occupational safety and health of its employees first, complying
strictly with the requirements of all applicable occupational safety and health laws and regulations
and proactively building safe working environments to achieve the goal of “zero accidents” in the
workplace. During the Reporting Period, the Group did not have any work deaths or work injury/
losses. It was also not prosecuted for violations of relevant occupational safety and health laws and
regulations, nor did it receive other complaints related to working conditions.

For safety and health management, while complying with the requirements of existing occupational
safety and health laws and regulations, where feasible, the Group also implements further
improvements, such as installing air purifiers to improve indoor air quality, regularly cleaning carpets,
drinking fountains and air conditioning systems, and regularly arranging pest control to prevent pests
from breeding etc..

For employee participation, by establishing mutual trust and sincere communication with employees,
the Group strives to improve the standard of safety and health in the workplace to develop a positive,
safe and healthy culture. The Group requires employees to execute strictly the Group’s established
occupational safety and fire safety regulations. Through knowledge and experience sharing, the Group
continually improves employees’ knowledge, awareness and behaviour with regard to safety and
hazard management.

For mutual monitoring, the Group encourages employees to report safety and health risks in the
workplace, arranging dedicated staff to follow up issues immediately and implementing effective
corrective or control measures. Additionally, when contractors are working in the Group’s workplace,
the Group also dispatches personnel to supervise contractors and prevent any unsafe activities from
endangering employee safety.

For emergency preparedness, the Group trusts that its complete emergency planning and preparations
can reduce the casualties that may be caused by accidents. The Group posts exit route maps in
prominent locations in the workplace, encourages employees to participate in the fire testing and
escape drills organised by the building’s management office each year, frequently confirms that fire
escapes are unobstructed, provides sufficient firefighting equipment and conducts periodic inspections
to ensure that such equipment is located in a position where it can be used at all times and remains
in good condition. When necessary, replacements are arranged. All employees must undergo training
on the use of the firefighting equipment. In accordance with statutory requirements, the Group also
places first aid kits in the workplace that are equipped with the first aid items required by the law for
use by employees when necessary.
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Employee Training and Development

The Group is deeply aware that improving human resource quality and inspiring staff potential are
keys to the sustainable long-term development of its business. The Group provides on-the-job training
and guidance for new employees, arranging experienced employees to supervise them until they have
the ability to work independently. The Group also continually reviews the training and education
needs of employees, helping employees plan their career development and encouraging employees to
participate in professional lectures, seminars and training courses to enhance their ability to respond to
different challenges.

Business Partners

The Group’s supplier management approaches emphasise communication, cooperation and joint
growth. The outsourced electronic products production workshop located in Dongguan is the main
subcontractor for the Group's business in electronic products. It is also a key partner of the Group.
The Group assigns personnel to go on site to supervise production quality and track delivery times,
providing a foundation for high-quality products for the Group’s customers. At the same time, the
outsourced production workshop has also obtained the ISO 9001 quality management system and
ISO 14001 environmental management system certifications. The potential environmental impact of
the production process is effectively monitored and managed. The Group encourages its suppliers
to continue to improve and meet the relevant environmental, occupational safety and health and
employment laws and regulations of their countries. Imported products must satisfy local laws and
regulations.

The Group also pays attention to the views of customers regarding the products sold by the Group.
Customers may convey their opinions or complaints via established communication channels. The
Group deeply investigates and creates reports based on this feedback to take corrective measures
when necessary. The Group also maintains close contact with suppliers, strengthening cooperation
with suppliers to enhance their capability to supply environmentally friendly products. The Group
further evaluates the performance of its suppliers annually to make improvement requests.

The Group complies strictly with the relevant product liability legislation. During the Reporting Period,
there were no cases of prosecution for violating product liability or privacy-related legislation.

SOCIETY

As a company that conducts business with a responsible attitude, the Group is well aware that it must
shoulder its social responsibility and join forces to promote the regional sustainable and long-term
development. The Group focuses on understanding social needs and responds to interested parties as a
strategy for community development.
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Community Development

The Group focuses on supporting the fundraising activities of local social welfare institutions and
encourages employees to participate in volunteer work, nurturing a culture of care and mutual
support.

The Group supports the Mooncakes for Charity fundraising activity of the Community Chest of Hong
Kong by ordering mooncake coupons. Through the Community Chest of Hong Kong, the Group
transmits care to social welfare institutions, benefiting the needy.

Ethical Conduct

The Group adheres to the values of cooperation with integrity, promoting honest business, fair
competition and joining forces to maintain a fair and honest society. Through the internal control
manuals approved by the Board, the Group specifies the ethical conduct of its employees. There are
zero tolerance on bribery, extortion, fraud and money laundering to maintain that the Group operates
at highest integrity level. Simultaneously, the Group has established whistle-blowing channel and
encourages stakeholders to provide feedback on potential fraud or other ethical issues. Such reports
shall be transmitted directly to the executive Directors for follow-up, investigation and reporting.
Corrective measures shall be taken.

The Group strictly complies with the relevant anti-bribery laws and regulations. During the Reporting
Period, the Group was not prosecuted for violations of relevant legislation.

OUTLOOK

The Group will continue to aim to become a sustainable enterprise, to shoulder its responsibility to
improve its environmental, social and governance performance, to cooperate actively with government
policy and to encourage participation in activities held by related groups. The Group will start to collect
information on environmental, social and governance of its operations in a systematic way, and looking
forward to disclosing more relevant information in the future.
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Independent Auditor’s Report

LY [
{37 a SHINEWING (HK) CPA Limited
43/F., Lee Garden One
f ; . ﬂ)' 33 Hysan Avenue
hlne U’l? Causeway Bay, Hong Kong

TO THE MEMBERS OF
RUIXIN INTERNATIONAL HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Ruixin International Holdings Limited (the
“Company”) and its subsidiaries (hereinafter collectively refer to as the “Group”) set out on pages
40 to 111, which comprise the consolidated statement of financial position as at 31 December 2017,
and the consolidated statement of profit or loss, consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in equity an