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Company Profile
REINAE

NVC International Holdings Limited (formerly known as NVC Lighting
Holding Limited) (the “Company”, and together with its subsidiaries, the
“Group”) is a well-known lighting product supplier in the industry, mainly
engaged in the design, development, production, promotion and sales of
various lighting products. After the completion of the disposal of majority
equity of lighting business of NVC in the PRC in late 2019, the Group,
in addition to its international lighting business, formally started a new
chapter for strategic adjustment and business transformation, focused
on creating environmental, safe and healthy smart home and commercial
office environment and promoted the Group to grow to be a global brand
service provider for industrialised, chain-based and one-stop solutions.
The Group has production plants in Zhejiang, Shanghai, Zhuhai in China
and Vietnam, etc. It also has overseas product development centers that
meet European standards. We have set up operation agencies in more
than 40 countries and regions around the world.

Since the establishment in 1998, we always insist on independent
innovation in product research and development, and are committed
to providing efficient, energy-saving, healthy and comfortable lighting
solutions for the fields of construction, transportation, urban lighting,
supermarket, hotel, office, housing, school and industry. On 20 May
2010, the Company’s shares were listed on the main board of the
Stock Exchange (stock code: 02222). On 12 December 2019, the
Group officially completed the disposal of the majority equity of lighting
business of NVC in the PRC. Since then, the Group has shifted the focus
of traditional lighting business from the PRC professional lighting to
international professional lighting. Meanwhile, we have shifted the focus
of China business to NVC brand products and channel construction for
quality smart life solutions.

Our products and application solutions are selected and used by a
number of famous projects and brands, the Group was the lighting and
service cooperative partner of the Olympic Council of Asia in 2011 and
provided lighting products and solutions for famous projects including
Rio Olympic Games, G20 Hangzhou Summit, Milan Expo, Guangzhou
Asian Games, Shanghai World Expo, Beijing Olympic Games, Royal
Wharf in London, Birmingham Airport in the UK, Villas of Saudi Arabia
Sabic Group, and Qatar Beverly Hills. The Group has been committed
to beautifying the commercial and living space with artificial lighting and
protecting the ecological environment with environmental-friendly and
energy-saving lighting. The Group started to launch a new brand strategy
in 2020. The new brand mission of “Empowering Your LifeScape ® 24
SEUNRFREE” was put forward to connect the corporate vision and brand
mission with the construction of human daily life and conduct business
operation from a perspective with more humanistic value, so as to
promote the transformation of the Group to a global-focused provider of
green and healthy technology product solutions.
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Financial Highlights
MFEEE

For the years ended 31 December HZE12B31HILEFE
2020 2019 2018 2017 2016
2020F 20194 20185 20175 20164
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
FTARE TARE TARE TARE FTARE
(Re-presented)  (Re-presented)  (Re-presented)
(R E7) (&5 (&5
Continuing Operations HEREEY
Revenue WA 2,349,573 2,222,610 1,684,699 1,519,350 1,489,582
Gross profit el 672,518 533,361 331,960 248,758 275,231
Gross profit margin (Note 1) EFIE (Hzt1) 28.6% 24.0% 19.7% 16.4% 18.5%
Loss before income tax RAlEsE (12,455) (5,469) (471,731) (55,487) (30,819)
Loss margin before RATESBE (f1321)
income tax (Note 1) (0.5%) (0.3%) (28.0%) (3.7%) (2.1%)
Loss for the year from continuing @KLK
operations KEER (20,002) (87,269) (703,330) (74,137) (49,067)
Net loss margin from continuing ~ &L E %552
operations FE8 ()
(Note 1) (0.9%) (3.9%) (41.7%) (4.9%) (3.3%)
Profit for the year from FBEREER
discontinued operations AEF) B - 3,790,435 400,994 405,737 227,650
(Loss)/Profit for the year from TEREERRK
continuing and discontinued FRELEEH
operations (Note 2) KE (§8) /7B
(Hiz#2) (20,002) 3,703,172 (302,336) 331,600 178,583
Attributable to: BUTE A
Owners of the Company EATEBA (51,748) 3,674,082 (327,592) 314,268 150,928
Non-controlling interests LB ER 31,746 28,190 25,256 17,332 27,655

Note 1: Gross profit margin equals to gross profit divided by revenue; loss  ffa27 " EFEZ R EFFRUUWA ; MATHBIEEXEE

margin before income tax equals to loss before income tax divided RIRBTEEBEURA ; FEEBXENEAE
by revenue; net loss margin equals to loss for the year divided by B R BR AU A ©
revenue.

Note 2: (Loss)/Profit for the year represents (loss)/profit before netting off  fifs22 - A& 4E (518) FE AR IFIT &4 REHFE
profit for the year attributable to non-controlling interests. (LAREF)ERB (B18) /FEe
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Financial Highlights
AT E

As at 31 December ’12H31H

2020 2019 2018 2017 2016

20205 2019% 20184 20174 20164

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

FTARE FTARE TARE TARE FTARE

Non-current assets EreEE 2,028,276 2,288,452 3,371,817 1,836,115 1,346,409

Current assets FHEE 2,345,760 3,145,807 4,229,285 3,637,201 3,598,264

Current liabilities FHat 955,098 1,925,244 3,974,163 2,043,767 1,635,629

Net current assets FREEE 1,390,662 1,220,563 255,122 1,593,434 1,962,635

Total assets less current liabilities A&ZERAEEE 3,418,938 3,509,015 3,626,939 3,429,549 3,309,044

Non-current liabilities ErRBas 104,033 114,914 231,423 99,320 535,369

Total equity BER 3,314,905 3,394,101 3,395,516 3,330,229 2,773,675

Including: Hep:

Equity attributable to owners KAREEA

of the Company iy g 3,224,627 3,319,729 3,286,696 3,242,052 2,703,481

Non-controlling interests Eitile 90,278 74,372 108,820 88,177 70,194

Current ratio (Note 1) TENEE (Hzt7) 2.46 1.63 1.06 1.78 2.20

Note 1: Current ratio equals to current assets divided by current liabilities. Wizt1 RELERENREB B ERLURBI A&

6 NVC International Holdings Limited 2020 Annual Report



Dear Shareholders,

On behalf of the board of Directors (the “Board”) of NVC International
Holdings Limited (the “Company”), | hereby present to you the 2020
annual report of the Company and its subsidiaries (collectively referred to
as the “Group”).

Review in 2020:

In 2020, the global economy experienced unprecedented turbulence due
to the novel coronavirus (“COVID-19”) pandemic. Except for China, all
major economies around the world experienced economic recession in
different degrees. The global economy was expected to shrink by 3.5%
in 2020 according to latest World Economic Outlook published by the
International Monetary Fund. Currently, many countries are still being
impacted by the pandemic, the global economic recovery will be a long
way to go.

After the completion of the disposal of majority equity of lighting business
of NVC in the PRC in late 2019, the Group, in addition to its international
lighting business, formally started a new chapter for strategic adjustment
and business transformation, focused on creating environmental,
safe and healthy smart home and commercial office environment and
promoted the Group to grow to be a global brand service provider for
industrialised, chain-based and one-stop solutions. When the global
spread of the pandemic and the world economy continuously impacted in
2020, the Group overcame a series of challenges such as the substantial
tightening international trade and the general rise in the prices of
domestic bulk raw materials. The management of the Group adopted
keen controls over the situation and captured business opportunities in
the post-pandemic era with all members’ concerted effort. The Group
achieved a decent growth in overall sales and gross profit performance
against the trend. During the Reporting Period, the Group recorded
revenue of RMB2,349,573,000, representing an increase of 5.7% as
compared with the Corresponding Period, and recorded gross profit of
RMB672,518,000, representing an increase of 26.1% as compared with
the Corresponding Period.

Chairman’s Statement

ERHRS

HNEARR:

FAERRELTERERBRAT (M2
ANEFE(EFT)) AEUREART
REWB AR (MEIAER)) 20208 FE
WS

20204F [B]EE -

2020F 2R BERAMEBTRE S
(TCovID-19)) EEMEBAMABENE
BoBOEMUN R ETELERHER
TREENKEEGER BRESEEESHAS
IMFERFN(EREHERE)REDIEL
2020 F 2 IR ETEFT £ 4E3.5% BRI %
BERDNEEESEEZE 2REEME
BEHAEE-

B2019E KRR HEELTETFHEEAZE
BRI DRER  BREIRBBER I ANE
B AR AENERENNENE
EORNIRTERE - Z2 - EREOESER
BURERRAIRIE HHAEBOEE
EBELER—WMXBRFENEZIKRE
REEIEE -ERRKEBREE - HAKEKES
HESHEMFEMN2020FEE BN A&
EEEEKHEASRNIBIENEE IS
REENEIE 28R ERLHE TR
THEERES KEERZERE AR KR EE
WMEREEHEEE RS BIR 7 BEHE
WA EFNEBRE FREFERSE
BEERIKAARK2 349,573F 75> B F ER
EEERIER5.7%; BIREFNE AR 672,518
Foo BRI ERIER26.1%°
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Chairman’s Statement

ERHRS

Outlook for 2021:

The pandemic has rebounded in major economies and the number of
victims has reached a record high since last winter. Some countries
have to tighten control measures again, therefore there are still
uncertainties in the global economic recovery. However, through the
practice and exploration of pandemic prevention in 2020, all countries
have accumulated experiences in coordinating economic growth and
pandemic prevention and control, which basically prevented economic
from recession into depression. Overall, the world economy is expected
to recover in 2021, but the process will be slow and fragile. In the
future, the Group will continue to pay attention to the development of
the international pandemic situation and the economic recovery of the
countries where our major customers are located. While maintaining the
steady growth of our existing businesses, with our advisable product
research and development direction and strong core technical team,
the Group will make every effort to extend the technology-driven health
sector that is related to national economy and people’s livelihood in
the post-pandemic era, to gain a better business prospect and future
from a broader perspective and in a larger scale, so as to achieve the
sustainable development of the Group.

Greater China: In the future, the Group will seize the opportunity of
recovery of market demand in the post-pandemic period in the Greater
China. With our brand advantage, the Group will focus on promoting
non-lighting household products through comprehensive offline channels
and online e-commerce platform. The AloT Artificial Intelligence Division
will initiate sales campaigns in product development and retail channel
for both wireless and wired smart products respectively. In terms of
product development, “NVC Digital” will take safety, comfort and health
as the three major directions of artificial intelligence products. It aims to
provide customers with smarter, more friendly, more quality and more
comfortable household wireless smart products. In terms of development
of service provider, “NVC Digital” will focus on wholesale and retail sale
channels via online and offline sale platform. The NVC Construction
Decoration Division will treat professionalism, technology, green, health
and intelligence as the five core elements to continuously improve
interior space solutions and product development. First, we will integrate
more intelligent supporting products into the interior space solution to
enhance technological and intelligent experiences in the balcony and
bathroom. Secondly, knowing the trend of healthy lifestyle in the post-
pandemic period, we will focus on promoting intelligent products with
disinfection and sterilisation functions. In addition, in the future, we will
also build market awareness through brand release conference, new
product release and investment promotion conference, series of national
investment promotion conference of NVC Construction Decoration
business, custom home furnishing exhibitions and other marketing
campaigns in the Greater China.

NVC International Holdings Limited 2020 Annual Report
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North American and Japanese Markets: In 2021, the Group’'s
management team will closely monitor and adjust its strategy in
North American market based on local pandemic development. In the
existing lighting business segment, the Group will devote to increase
revenue and reduce expenditure by driving sustainable sales growth
with new products. Also, the Group will focus on the “Hive Project” by
implementing multi-dimensional cost reduction programme. The Group
will continue to strengthen new products promotion and technological
innovation for grow lights and ultraviolet germicidal lamps for which the
Group has market-leading technologies, aiming to expand market shares.
At the same time, engineering projects will still be a strong catalyst to
growth in 2021. The Group will continue to allocate more resources to
develop products for customised engineering projects. It will also increase
the success rate of the proposed projects by improving organisational
structure. It is anticipated that some of the projects for which momentum
has already been accumulated in 2020 will be completed in 2021. In
addition, the Group will place emphasis on the cost reduction plan from
different dimensions including research and development, production
and supply chain. It includes upgrading production process, promoting
automation process in main production lines and standardising
procurement of raw materials. In order to prevent increasing shipping
cost and delay in delivery under the pandemic, the Group will take
the initiative to reserve shipping space and containers through proper
prepayment. It can guarantee for the stable shipment of subsequent
orders after negotiation with agents on delivery dates.

Due to the continuous impact of the COVID-19 pandemic, it is expected
that the B2C market scale in the Japanese lighting industry will decline in
2021 as compared to 2020. The Group will focus on expanding the home
appliance hypermarkets channels for LED bulbs. It will introduce new
LED bulbs at home appliance hypermarkets in May, which is expected
to generate considerable revenue. In addition, the Group anticipated
to launch more than 40 new products in the Japanese market in 2021,
including ceiling lights with Bluetooth speakers and ceiling lights with
light guide plates, etc. It strives to seek sales breakthrough in existing
channels through continuing product upgrade. Also, the overall sales of
new high value-added ceiling lights for the B2B channel to distributors
are expected to increase steadily from 2020. Apart from the existing
lighting business, the Group will also build a new massive health business
segment in the North American and Japanese markets in the future. It
focuses on the Group’s own brand projects under “CleanAire ¢ 22;%” and
“AquaSolvo e 7K7F”. The Group will introduce series of air purification
and water purification products with sterilisation technologies such as
ultraviolet light, plasma, negative ions and water sterilisation. We will
prioritise the exploitation of identified target areas to tap into certain
market segments by relying on the power of brand promotion, and then
carry out omni-channel promotion.

Chairman’s Statement

ERHRS
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Chairman’s Statement

ERHRS

Other Overseas Markets: In the UK market, the Group has completed
acquisition of a Swedish distributor and the high-quality assets from a
local century-old high luxury lighting manufacturer, DERNIER & HAMLYN
(“D&H"), in the UK. It is expected that the acquisition of the Danish
distributor will also be completed in 2021, which will help to effectively
broaden the product mix and channel boundary of the Group, thus
stimulating revenue growth for the Group. In the future, the Group will
focus on newly acquired channels and engineering projects with high
gross profit margins, and will adopt strict expense control to cope with
the impact of rising costs. At the same time, the Group will carry out
reconstruction and marketing activities for D&H brand to ensure the
achievement of the overall profit target for 2021.

Most countries will adopt different levels of lockdown or isolation
measures depending on the development of the pandemic. As such, it
is predictable that e-commerce and online trading activities will continue
to be active in the future. With the general increase of renovation and
reconstruction projects in the post-pandemic era, contractors providing
a full set of lighting solutions will become the mainstream of the market.
In Southeast Asia, the Group will focus on major market segments in
the future, attract more engineering contractors with small and medium-
sized projects, and establish a solid strategic partnership to speed up
brand promotion and online trading activities. In the future, the Group will
also continue to explore sale channels in the Middle East and promote
new high value-added products. We will follow the “One Belt One Road”
strategy to focus on marketing in the United Arab Emirates, Saudi Arabia,
Egypt and Algeria.

In respect of non-lighting business, the Group will seize the opportunities
of higher living quality and healthier lifestyle in the post-pandemic era.
We will promote air and water purification products with sterilisation and
disinfection technologies through existing well-established distributor
channels and continue to expand our product lines to an omni-channel
layout.

10 NVC International Holdings Limited 2020 Annual Report
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Brand Building, Product Development and Internal Management:
In 2021, despite the ongoing spread of the pandemic, the Group will
introduce the new brand mission of “Empowering Your LifeScape  :Z4
JEANRFREE”. We will adhere to the principle of empowering LifeScape to
build a brand matrix that integrates history and modernity, classics and
innovation. In addition to introduction of NVC non-lighting business in the
Greater China region, the Group will continue overseas high-end lighting
product series business through the asset acquisition of D&H, a century-
old high luxury lighting manufacturer in the UK, so as to promote high
quality living standard in the new era market. In addition, emphasising
on “environment, life and health”, the Group has launched high-tech
brands of massive health category in the post-pandemic period, namely
“CleanAire ® 2873 and “AquaSolvo e 7k;3". Thanks to strong scientific
research and technology capacity, the Group will develop industry-leading
negative ion technology and apply the technology to the products. We
will upgrade the sterilisation functions and appearance of products to
cater for different consumer classes.

Facing new goals and journeys, the Group’s Brand Marketing Department
will simplify working system and continuously optimise the work
process to maximise brand value. Meanwhile, the Group will continue
to promote digitalised marketing and create a social media platform in
WeChat, YouTube, Linkedin, Instagram and Facebook. It will build up a
good communication with users around the world in order to strength
brand connotation and enhance brand reputation. In respect of product
research, and development, the Group will continue to innovate product
technology based on customer needs, vertically explore the fields of
environment, life and health, and horizontally extend to the products
involving the three elements of human survival, being light, air and water,
with an aim to continuously bring customers an ideal lifestyle while
providing high quality services to customers, thereby fulfilling our mission
of “Empowering Your LifeScape ® s24 & UN{RFTFE".
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Chairman’s Statement

ERHRS

In respect of the suppliers distribution channels, the Group will continue
to implement and expand the strategic model of supplier cooperation
and promote global procurement. This establishes a more stable global
strategic supplier system and further control production cost. In respect
of centralised procurement, the Group will constantly enhance analysis
and projection over the bulk raw materials market and make precious
decision accordingly, so as to improve the profitability of products by
locking up material cost. In respect of internal management, the Group
will continue to promote the optimisation and upgrading of organisational
structure, and enhance management effectiveness by prompting
segregation of duties and enhancing promotion mechanism and internal
training. In addition, the Group will continue to promote the construction
of digital and real-time platform among the Group. On top of completion
of ERP system switching for the first batch of 11 subsidiaries in 2020, the
Group will continue to implement ERP for 2 overseas subsidiaries and the
companies in the Greater China, so as to realise globally cross-regional
cooperation and resource sharing among main businesses, thereby
improving the overall operating efficiency of the Group.

Acknowledgement

Our stable development for over 20 years depends on the wholehearted
contributions and persistent support from the Board and all staff
members. | would like to express my heartfelt thanks to the long-term
support of all shareholders, clients, suppliers and distributors. In the
future, we will strive forward steadily as in the past with full responsibility
to all shareholders, clients, suppliers and distributors, with an aim to
make the Group’s brand “NVC International” a world-wide respected
brand and secure satisfactory results to repay the support from various
sectors.

WANG Donglei
Chairman

Hong Kong
31 March 2021
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Management Discussion and Analysis

Market and Business Review

In 2020, the global economy experienced unprecedented turbulence
due to the novel coronavirus (“COVID-19”) pandemic. The spread of
the pandemic caused a significant contraction in international trade and
investment, limited the flow of people and goods, and impacted the
global supply chain, which dragged the world economy into the deepest
recession since World War Il. The global economy is expected to shrink
by 3.5% in 2020 according to latest World Economic Outlook published
by the International Monetary Fund.

In order to stimulate the global economic recovery, all governments have
actively promoted vaccine research and adopted multiple measures
including monetary easing policy and large-scale fiscal stimulus package,
the optimistic expectations for global economic recovery are heating
up accordingly. Developed countries such as the U.S., Japan and
Europe gradually resumed to work and production after the relaxation
of lockdown and control measures in the third quarter, and the world
economy began to rebound from the bottom. However, the negative
impact of the pandemic had not been fully eliminated, the global
economic recovery would be a long way to go.

After the completion of the disposal of majority equity of lighting business
of NVC in the PRC in late 2019, the Group, in addition to its international
lighting business, formally started a new chapter for strategic adjustment
and business transformation, focused on creating environmental,
safe and healthy smart home and commercial office environment and
promoted the Group to grow to be a global brand service provider for
industrialised, chain-based and one-stop solutions. When the global
spread of the pandemic and the world economy continuously impacted in
2020, the Group overcame a series of challenges such as the substantial
tightening international trade and the general rise in the prices of
domestic bulk raw materials. The management of the Group adopted
keen controls over the situation and captured business opportunities in
the post-pandemic era with all members’ concerted effort. The Group
achieved a decent growth in overall sales and gross profit performance
against the trend. During the Reporting Period, the Group recorded
revenue of RMB2,349,573,000, representing an increase of 5.7% as
compared with the Corresponding Period, and recorded gross profit
of RMB672,518,000, representing an increase of 26.1% as compared
with the Corresponding Period. In addition, while maintaining the steady
growth of the existing business, the Group has carried out a series
of rebranding and strategic transformation activities, such as building
business platforms in the Greater China region to operate the non-lighting
business of NVC brand, acquiring the high-quality assets of D&H, a
century-old high luxury lighting manufacturer in the UK, and completing
the preliminary preparations for the factory in Thailand. These created
momentum for sustainable growth of the Group in the future.
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Management Discussion and Analysis

BEEmED T

Selling and Distribution

The Group has established sales networks and channels in major
countries and regions including the PRC, North America, Europe,
Australia, East Asia, the Middle East and Southeast Asia with experienced
global marketing and operation team. Facing the upgrade of domestic
consumption structure and new marketing formats, the Group has
launched ten NVC brands in the Greater China region in accordance with
the market situation. These brands in the Greater China region cover daily
necessities aspect such as digital, furniture, kitchen appliances, health
and fitness, etc., and commercial aspect such as security, hardware,
electronic engineering, construction and decoration. It covers the
distributors and end users channels and builds up a solid foundation for
the Group to expand global footprint.

Greater China

The Group focused on the five cores based on the demand of consumers
for the life, health and environmental protection under the pandemic,
including safety, health, intelligence, home living and environmental
protection during the post-pandemic period. The Group considered it
as a start of our voyage in the Greater China region and started brand
layout first with “NVC Digital”, “NVC Construction Decoration” and “NVC
Electric” in 2020. During the Reporting Period, the “NVC Digital” brand
held a conference for new product launch and investment promotion
and successfully signed contracts with distributors to achieve mass
production and establish channels for several products. The “NVC
Construction Decoration” brand focuses on two major areas, being
smart balcony and bathroom, and completed product development and
proposal determination for the design of several balcony and bathroom
space during the Reporting Period. In addition, the e-commerce
platforms and network sales channels have been set-up and achieved the
full process from business front-end to back-end support. The Group is
expecting a strong revenue growth in 2021.
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Management Discussion and Analysis

North American and Japanese Markets

During the Reporting Period, the novel coronavirus and political turmail
hindered the recovery of the U.S. economy. However, the pandemic
has also spawned the potential and demand for the market of indoor
and vertical planting, plant lighting has become one of the fastest-
growing areas of lighting application in 2020. In addition, the demand for
household DIY lighting luminaire products in the North American market
has increased because of the lockdown measure. The growth in demand
for healthy lighting products such as grow lights and ultraviolet germicidal
lamps has boosted the Group’s export sales into next level.

During the Reporting Period, North America was the Group’s major
sales market, and refined operation in established retail and commercial
channels. Suffered from the pandemic, the retail and commercial
channel sales became polarised during the Reporting Period. In retail
channels, the sales team in North American guaranteed supply of
20-30 new products every quarter to capture the market share by
introducing innovative product, also utilising internal and external
resources to develop more than 90 new products which hit a record
high. The Group also launched ultraviolet germicidal lamps, high cost-
effective ceiling lamps and high bay lamps to response to the pandemic.
With introduction of innovative ceiling lamp products to customers’
decorative lamp shelves for the first time, the Group brought decent
incremental income and overall retail sales reached a record high. While
the sales of commercial channels suffered a setback under the impact
of the pandemic, the Group adjusted its sales strategy accordingly and
allocated more resources to develop customised engineering projects in
order to accumulate momentum for a new round of sales campaign after
the pandemic has eased.

In addition, the Group continued to promote the cost reduction plan,
namely “Hive Project”, in different perspectives during the Reporting
Period. It achieved efficiency improvement and cost reduction in multiple
dimensions including research and development, production and
supply chain modules. Through technological innovation and process
improvement, the actual productivity of ceiling lamps, downlights and
cabinet lights in our best-selling product lines was comprehensively
improved. Element management was implemented at factories to
streamline the production process, which brought great improvement in
production and management efficiency. Given the unfavorable situation
of continuous increase in the prices of bulk raw materials in the market,
the Group accurately grasped the market conditions, implemented
centralised procurement when material costs were low and rationally
conducted inventory planning, to ensure that the gross profit margin
of major products was maintained at a stable level. In addition, during
the Reporting Period, since the Vietnamese factory was formally put
into operation, the country of origin and economy of scale made an
advantage which effectively mitigated the impact of additional tariffs
imposed on Sino-US trade and enhanced the core competitiveness of
major products.
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Management Discussion and Analysis

BEEEwRED

In late 2020, after the third wave of pandemic around the world, the
Japanese government declared a state of emergency again and locked
down 11 local administrative regions where the pandemic still severely
impacted the national economy and welfare. Since there was decline in
sales of basic version of ceiling lamps and bulb lamps under the impact
of the pandemic, the management of the Group accurately captured
market conditions and timely launched new products such as ceiling lamp
with Bluetooth speaker and ceiling lamp with ultra-thin light guide plate,
and successfully introduced high quality and inexpensive new ceiling
lamps. During the Reporting Period, these new products contributed
more than US$2 million of sales revenue and drove a double-digit growth
in sales from the Japanese market. Due to the effect of new products,
the overall shipment and market share of ceiling lamps in the Japanese
market have also achieved satisfactory results. Leveraging the successful
experience in home appliance hypermarket channels, the Japanese team
also actively deployed household materials supermarkets with great
potential, and used ceiling light with Bluetooth and ceiling light with
ultra-thin guide plate to carry out the product marketing and channel
building. In addition, during the Reporting Period, we focused on the
implementation of cost reduction plans for basic version of ceiling lamps
in the Japanese market. For the innovative high-end ceiling lamp series,
we provided upgraded accessories, such as speakers, to customers,
which improved the profit margin of products and satisfied the needs of
consumers in different classes.

Other Overseas Markets

During the Reporting Period, the UK was also unable to get out of
the vortex of the pandemic, coupled with the impact of the various
lockdown measures taken by the UK government against the pandemic
and Brexit by the end of the year, there were great uncertainties in
economic recovery in the UK. Facing the tough trading environment,
the management of the UK company decisively adjusted its operating
strategy by focusing on the wholesale channels with stable customer
orders and gross profit margin. This helped recover the deficit in the first
half of the year through a series of measures including acquisition of the
control of a distributor in Sweden and purchase of the high-quality assets
of a local century-old high luxury lighting manufacturer. In addition, during
the Reporting Period, with stable inventory level and the original inventory
procurement plan, the management achieved the cost advantage by
centralised procurement. This helped the UK company to obtain the sales
orders once the lockdown would have been lifted. Thus, despite the
severe impact of the pandemic, the Group has made significant progress
in our strategic and organisational development.
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Management Discussion and Analysis

Despite strong growth for Southeast Asia markets over past 10 years,
the economies suffered heavily due to spread of pandemic during
the Reporting Period. Also, those economies suffered financial deficit
due to low international energy demand and drop in oil price. During
the Reporting Period, the Group actively adopted various measures
to alleviate the impact of the pandemic. In Southeast Asia, the Group
adjusted the sales strategy by focusing on small and medium-sized
engineering projects with shorter delivery time, higher gross profit
margin and faster response. The Group seized market opportunities
to promote sterilisation and disinfection products and successfully
secured considerable orders in Singapore, Vietnam and Philippines. In
the Middle East, the Group actively supported local distributors to assist
local governments in fighting against the pandemic by donating a large
number of lamps to Qatar mobile cabin hospital, which further enhanced
our brand reputation. In respect of engineering projects, the Group
encouraged Qatar distributors to enter into the government procurement
list, and assisted Qatar distributors in completing the delivery of large
infrastructures such as the World Cup stadiums and supporting projects,
and national hospital. However, affected by measures such as border
closure and import control, most of engineering projects in Southeast
Asia and the Middle East are still stagnating, and the expected sales
targets still have not been fulfilled.

Brand Building and New Product Research and
Development

The Group started to launch a new brand strategy in 2020. The new
brand mission of “Empowering Your LifeScape ® sZ4 EUITRFTEE” was
put forward to connect the corporate vision and brand mission with
the construction of human daily life and conduct business operation
from a perspective with more humanistic value, so as to promote the
transformation of the Group to a global-focused provider of green and
healthy technology product solutions.
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Management Discussion and Analysis
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During the Reporting Period, the Group held a “Four New” press
conference of epoch-making significance to release the enterprise
development strategy for the next 3-5 years and discuss on product
research and development focusing on the theme of “New Direction,
New Strategy, New Product and New Form”. At the conference, the
management of the Group put forward the core development strategy
of “technology-driven, user first” covering “user demand exploration and
creation”, “user demand-oriented research and development and product
design” and “user experience upgrading”. The core of this development
strategy is to improve technology research and development ability,
conduct research and development and product design according to user
needs, establish a technology-driven “iron triangle” research laboratory
matrix, enhance the core scientific and technological competitiveness
of our brands, and use the dual-channel combination of new business
and new technology to drive fair competition under the new market
form. Based on this strategy, the Group has introduced an advance and
market-oriented “business unit buyer” mechanism, which means that
before product promotion, we will gather internal creativity and collect
opinions from different business units in an in-depth manner to implement
advance communication in a bid to achieve precise positioning of product
research and development and focusing on promotion strategy. Several
new technological products pre-launched under the “CleanAire e 283"
brand of NVC for the first time during the Reporting Period have received
very positive feedback, which has made important contribution to the
Group’s extension of product field and scope, accumulation of new
customer groups, and broadening of brand boundary.
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Management Discussion and Analysis

The Group’s Main New Products

The Group focuses on developing creative research and development
capability and providing customers with professional and optimised
lighting solutions. It aims to promote the global energy-saving and
emission-reduction and enhance green lighting industry forward to more
sustainable, healthy and well-regulated growth. The Group has now
established sales networks in major countries and regions such as North
America, Europe, Australia, East Asia, the Middle East and Southeast
Asia. The Group develops and promotes products according to regional
characteristics and customer needs, providing distributors, project
customers and consumers with customised and differentiated products
and services. The following shows the main new products developed and
successfully marketed by the Group during the period under review.

Samples of Main New Products in Mature Markets:
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LED Bluetooth Speaker

Ceiling LED LED Panel Ceiling LED
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Management Discussion and Analysis
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Smart Downlight Series
BEERERY

Slim Wrap Series
BEBmERBEERT

Wall Washer Series
BREE IR RS

Horticulture Light Series
BB 75

Shoplight With Motion Sensor Series
ALINRUBE R 51

Spotlight Series
KRIEBFS
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Management Discussion and Analysis

Samples of Main New Products in Emerging Markets:

METIZEEHRRRA

NF103 Flood Light Series
NF103% %)% S 1E

Panel Light Series
BERT

NF205 Flood Light Series
NF205% 514 )t &

Downlight Series
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Highbay Light Series
BRME RS

Multiple Light Series
1B ST E R 5
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Management Discussion and Analysis
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FINANCIAL REVIEW
Sales Revenue

Sales revenue represents the invoiced value of goods sold, after
allowances for returns and trade discounts. During the Reporting Period,
the sales revenue of the Group amounted to RMB2,349,573,000,
representing an increase of 5.7% as compared with the sales revenue
from continuing operations the Corresponding Period.

For business management need and the nature of business units based
on the products and market, the Group classified the reportable operating
segments as follows:

Revenue by geographical locations, NVC brand sales and non-NVC
brand sales

The table below sets forth the sales revenue by geographical locations,
NVC brand products and non-NVC brand products and the growth rate
of each item. Our non-NVC brand products primarily consist of ODM
products.
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Management Discussion and Analysis
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Year ended 31 December

HE12B31HILLEE
Growth
2020 2019 rate
20204 20194 BEX
RMB’ 000 RMB’ 000 (%)
TFARKE FARM (%)
Continuing Operations FEREER
Sales revenue from the PRC KEPFENHEBRA
Non-NVC brands JEE LR 238,784 307,143 (22.3%)
Subtotal ViaY-is 238,784 307,143 (22.3%)
Sales revenue from KEERENHEKRA
international markets
NVC brands BT RE 258,702 196,329 31.8%
Non-NVC brands JEE + R 1,852,087 1,719,138 7.7%
Subtotal /INEF 2,110,789 1,915,467 10.2%
Total &t 2,349,573 2,222,610 5.7%

After the completion of the disposal of majority equity of lighting business
of NVC in the PRC since 2019, the Group has primarily focused on
the sales of lighting luminaire products under non-NVC brands in the
domestic market. During the Reporting Period, sales revenue from the
PRC decreased by 22.3%, due to the decrease in the demand in the
traditional lamp product market and the slow-down of production and
sales affected by the domestic pandemic in the first quarter. However,
international sales increased by 10.2%, mainly because the North
American and Japanese markets effectively promoted the growth of
the Group’s overall performance by pre-ordering by major customers,
accelerating the sales of new products and actively carrying out the
research and development and promotion of grow lights and germicidal
lamps in the post-pandemic period.
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Cost of Sales

Cost of sales mainly consists of the cost of raw materials, outsourced
manufacturing costs, labor costs and indirect costs. Major raw materials
of the Group include iron, aluminum and alloys, fluorescent powder, glass
tubes, electronics components and LED packaged chips. Outsourced
manufacturing costs primarily include the cost of purchased semi-finished
products used in the production of our products and finished products
produced by other manufacturers. Indirect costs primarily include water,
electricity, depreciation and amortisation and others. The table below sets
forth the composition of our cost of sales:

HEM A

HERATEGREREMBERE - HEEE
BHAEA-SBITRAREZEER AEBNE
EREMAGEES - BREE EHXHD N
E-BF o UKRLEDHERRHF 4G
YERATEZECEREEMEEREED
BREMNEREENFERBURERD
A BiZERNATECFEK B TE
MEIE U R EM e TR RIS M ANA
DA

Year ended 31 December

HE12B31HLEE
2020 2019
20205 20194
Percentage in Percentage in
RMB’ 000 revenue (%) RMB’ 000 revenue (%)
Y A LE 6 WA L
TARE (%) FTARE (%)
Continuing operations FEREER
Raw materials AT
(including outsourced (BB EEMA)
manufacturing costs) 1,464,557 62.4% 1,400,042 63.0%
Labor costs HITRAE 141,631 6.0% 136,150 6.1%
Indirect costs EEER 70,867 3.0% 153,057 6.9%
Total &t 1,677,055 71.4% 1,689,249 76.0%

During the Reporting Period, the cost of sales as a percentage in revenue
decreased from 76.0% to 71.4%, while the gross profit margin increased
from 24.0% to 28.6%, mainly due to the Group’s speeding up of the
development of new products to increase the added value and marginal
contribution of new products during the Reporting Period. It continuously
implemented cost reduction plans in multiple dimensions including
research and development, production and supply chain, which resulted
in a steady increase in the overall gross profit margin.
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Management Discussion and Analysis

Gross Profit and Gross Profit Margin
Gross profit is calculated as the net value of revenue less cost of sales.

During the Reporting Period, gross profit was RMB672,518,000,
representing an increase of 26.1% as compared with the gross profit of
sales from the continuing operations of the Corresponding Period, and
gross profit margin of sales increased from 24.0% to 28.6%. The gross
profit and gross profit margin by segments are shown as follows:

The table below shows the gross profit and gross profit margin by
geographical locations and NVC brand products and non-NVC brand
products for the periods indicated:

EEERED

EFMREFE
EMBEBRABRESHEN AR FE

RESFER BREMNBARKE672,518
T RAMNFECEEZBNHES

FIBR26.1% HEEFRR24.0% 7 =E
28.6% - Z D WHEMN REFXRIITUMT :

TRIRAATAENZMEUERE L@
MERKRFELTREERNEFNREF XK

Year ended 31 December

HE12B31ALEE
2020 2019
2020F 20194
RMB’ 000 RMB’ 000 (%)
TAR% TARE (%)
Continuing Operations FEREER
Gross profit from PRC sales: PEHEEENERN
Non-NVC brands FELRIE 53,398 22.4% 61,374 20.0%
Subtotal VAY-ia 53,398 22.4% 61,374 20.0%
Gross profit from ERHEEENERN
international sales:
NVC brands Emny 73,271 28.3% 50,336 25.6%
Non-NVC brands FELTRIE 545,849 29.5% 421,651 24.5%
Subtotal i1 619,120 29.3% 471,987 24.6%
Total = 672,518 28.6% 538,361 24.0%
Despite of complex global economic and social environment, the gross TEE BN FRL&EN A EBRE T~ K&

profit margin of each segment of the Group increased as compared with
the Corresponding Period. It was mainly due to the Group continuously
implemented cost reduction and efficiency enhanced production in
multiple dimensions including research and development, production and
supply chain. Meanwhile it transferred some of the best-selling product
lines to Vietnam factories with cost advantages and more preferential
trade policies. This improved the overall gross profit margin. On the
other hand, the Group continuously accelerated the development and
promotion of new products such as grow lights and germicidal lamps
which had rapidly growth in market demand in the post-pandemic period.
Therefore, the new products with high gross profit margin effectively
brought an increase in the overall gross profit margin of the Group.
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Other Income

Our other income mainly consist of waiver of special dividend from an
associate, government grants and other subsidies, bank and other
interest income, surcharges from suppliers, rental income, consultancy
service income, trademark licensing fee, samples recharged to customers
and others. We received various types of government grants in the form
of tax subsidies, incentives for research and development activities,
expansion of production capacity of energy-saving lamp and the support
of the payroll of the Group’s employees resulting from the COVID-19
pandemic. During the Reporting Period, other income of the Group
increased significantly to RMB206,614,000 as compared with the other
income from the continuing operations of the Corresponding Period,
which was mainly due to the waiver of special dividend from an associate
and the increase of government grants received during the Reporting
Period.

More details about the other income are provided in note 7 to the
consolidated financial statements on pages 253 to 254 of this annual
report.

Other Gains and Losses

This item represents the Group’s net foreign exchange gains, loss
from fair value changes of held-for-trade investment, impairment loss
of goodwill and property, plant and equipment, fair value change of
contingent consideration receivables, gain or loss on disposal of property,
plant and equipment and others during the Reporting Period.

More details about the other gains and losses are provided in note 8 to
the consolidated financial statements on page 255 of this annual report.

Selling and Distribution Costs

Our selling and distribution costs mainly consist of freight costs,
advertising and promotion expenses, staff costs and other costs including
office expenses, customs clearance expenses, travelling expenses,
depreciation and amortisation, insurance fees and other miscellaneous
costs.

During the Reporting Period, the selling and distribution costs were
RMB223,661,000, representing a decrease of 10.0% as compared
with the selling and distribution costs from continuing operations of the
Corresponding Period. The selling and distribution costs as a percentage
in revenue decreased from 11.2% to 9.5% as well mainly due to decrease
in advertising and promotion expenses and commission because of the
impact of COVID-19 pandemic.
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Management Discussion and Analysis

Administrative Expenses

Our administrative expenses mainly consist of staff costs, amortisation
and depreciation, research and development expenses, office expenses
and other expenses including tax expenses, audit fees, other professional
fees, impairment of trade and other receivables and other miscellaneous
expenses. These taxes mainly include land use tax and stamp duty in
connection with our administrative functions.

During the Reporting Period, the administrative expenses were
RMB273,985,000, representing a slightly decrease of 2.0% as compared
with the administrative expenses from continuing operations of the
Corresponding Period, our administrative expenses as a percentage in
revenue decreased from 12.6% to 11.7%, which was mainly due to the
fact that the Group strengthened internal operation management and
tightened expenses as a result of the impact of the pandemic in the
Reporting Period.

Finance Costs

Finance costs represent the expenses of interest on bank loans, interest
on lease liabilities and interest on vendor financing.

Share of Results of Associates

This item represents the Group’s share of net profits or net losses in the
associates during the Reporting Period.

Income Tax

During the Reporting Period, the Group’s income tax decreased
significantly to RMB7,547,000 as compared with the income tax from
continuing operations of the Corresponding Period. It is mainly due to
the effect of the withholding income tax arising from the distribution
of earnings by the Company’s former subsidiaries in the PRC to the
Company in the Corresponding Period. These subsidiaries were disposed
of during the Corresponding Period.

Loss for the Year (including Profit Attributable to
Non-controlling Interests)

Due to the factors mentioned above, our loss for the year (including profit
attributable to non-controlling interests) was RMB20,002,000 during the
Reporting Period.

Loss Attributable to Owners of the Company for the Year

Due to the factors mentioned above, loss attributable to owners of the
Company was RMB51,748,000 during the Reporting Period.
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Profit for the Year Attributable to Non-controlling Interests JEEE IR S FE (S A FF)

During the Reporting Period, profit for the year attributable to non- RIREFEE RN JFITEHIMEREENAE

controlling interests was RMB31,746,000. FEAANRES1,746F 50
Cash Flow and Liquidity RNERERNESTY
Cash flow RERE

The table below sets out selected cash flow data from our consolidated TEREHI KN GEERESNERTEHIE
statement of cash flows. NIRERB8IE-

31 December
12831H

2020 2019

20204 20194
RMB’ 000 RMB’ 000
TFARE FARE

Net cash flows (used in)/from operating activities #2558 (FrA) FriSiR<

MEFER (187,999) 849,088
Net cash flows (used in)/from investing activites & & &) (FT) /FRiER%E
MEFER (34,892) 4,308,674
Net cash flows used in financing activities MEEBFAREREEE (29,502) (4,468,645)
Net (decrease)/increase in cash and HEMRRESEEY
cash equivalents CRiZL) /348 (252,393) 689,117
Cash and cash equivalents at beginning of year FHR&RIREZEY) 1,551,520 912,998
Effect of foreign exchange rate changes, net PE RSB R R R (72,354) (50,595)
Cash and cash equivalents as stated in the LA RERERTET
consolidated statement of cash flows NI RREEEEY 1,226,773 1,551,520

At the end of the Reporting Period, the cash and bank balances of the P ARIFEFEXR AEFNIRS RIBITE
Group were mainly denominated in US$, RMB, HK$, GBP, JPY, SGD and 8 F E L E T AR EIT HiEHt
VND. The RMB is not freely convertible into other currencies, however, ¥ L HEE E AREFAT EHARE R
under Mainland China’s Foreign Exchange Control Regulations and 2 H {h & & o A7 » 1R & 50 & (A #h 89 () BE
Administration of Settlement, Sale and Payment of Foreign Exchange ‘EIR(&F ) R(4AE -EE KT ESIER
Regulations, the Group is permitted to exchange RMB for other E ) » ANEEEEFEBESHEIETINEET
currencies through banks authorised to conduct foreign exchange MIIR{TIH AR R ABHMEK

business.
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Liquidity

Sufficiency of net current assets and working capital

The table below sets out our current assets, current liabilities and net
current assets as at the end of the Reporting Period.

Management Discussion and Analysis

et

CURRENT ASSETS
Inventories
Trade and bills receivables
Other receivables, deposits and prepayments
Tax recoverable
Financial assets at fair value through
profit or loss
Pledged bank deposits
Bank balances and cash

Subtotal current assets

CURRENT LIABILITIES
Trade and bills payables
Other payables and accruals
Contract liabilities
Borrowings

Deferred income

Lease liabilities

Tax liabilities

Subtotal current liabilities

NET CURRENT ASSETS

RBEE

FE

ERZYEE A E N

HAMEWERR - (REE R TR

sEINIEEE T

NAnBEEEEZHHA
BENEmEE

HIRBIRITER

IRITAERRRIRE

MENEE /D

RBAaRE
ERZNESE Vi AbE E
HME R TERE R
GRAaR

EEN

PEIE W o

HE&R

MBEE

mENE

FRBEE

EEERED

BROREREESZHIAEM

TRFINBREFERNADEE - RE
BERFRBEE-

Year ended 31 December
HE12B31BLLEE

2020 2019
20204 20194
RMB’ 000 RMB’ 000
FTARE FAR®
421,673 385,418
498,777 606,590
95,957 504,740
1,658 1,733
25,251 39,506
75,671 56,300
1,226,773 1,651,520
2,345,760 3,145,807
561,320 530,918
252,551 774,217
47,028 32,059
30,043 21,917
1,009 1,009
17,628 6,674
45,519 558,450
955,098 1,925,244
1,390,662 1,220,563
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As at 31 December 2020 and 31 December 2019, the total net 2020F12H31HM2019F12831H >
current assets of the Group amounted to RMB1,390,662,000 and A&NEEBEMN EFRFBEELESN B AR
RMB1,220,563,000 respectively, and the current ratio was 2.46 and 1.63 1,390,662 F st f1 A R 181,220,563F 75 i
respectively. In light of our current liquidity position and our projected  BEEZ DB B2.46F11.63  ER KM EATH
cash inflows generated from operations, the Directors believe that the BN R T ETBHRKCEMESENIIRSE
Group has sufficient working capital for our present requirements and for TEEFA AKX EBIEE R ENZEES TS UUE
the next 12 months. TEARRFI2EENEEET K

Capital management BEXER

The table below sets out our gearing ratio as at the end of the Reporting TN REINBREFEERNEREFILR-

Period.
Year ended 31 December
HE12A31HILEEE

2020 2019
20204 20194
RMB’ 000 RMB’ 000
FARHE FTAR®
Borrowings (R 33,659 21,917
Total debt BE%ast 33,659 21,917

Less: cash and cash equivalents and HIRERIBEEEBY R
short-term deposits RRHBTER (1,226,773) (1,551,520)
Net debt FE N/A N/A
Ri#EH A

Total equity attributable to owners of KABHER NEILEELR
the Company 3,224,627 3,319,729
Gearing ratio BEASELEE N/A N/A
REHR A
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Management Discussion and Analysis

The primary goal of our capital management is to maintain the stability
and growth of our financial position. We regularly review and manage
our capital structure and make corresponding adjustments, after taking
into consideration changes in economic conditions, our future capital
requirements, prevailing and projected profitability and operating cash
flows, projected capital expenditures and projected strategic investment
opportunities. We manage our capital by monitoring our gearing ratio
(which is calculated as net debt divided by the total equity attributable to
owners of the Company). Net debt is the balance of borrowings less cash
and cash equivalents and short-term deposits.

Inventories

The balance of inventories represents our balance of stock of raw
materials, work in progress and finished goods as at the end of the
Reporting Period. We monitor our inventories on a regular basis.

More details about the inventories are provided in note 29 to the
consolidated financial statements on page 288 of this annual report.

Trade and bills receivables

Trade receivables of the Group mainly represented proceeds receivable
from sale of goods. The Group’s trading terms with its customers are
mainly on credit, except for new customers where payment in advance
is normally required. The credit periods generally range from 30 to 180
days for major customers. Each major customer has a maximum credit
limit. The Group seeks to maintain strict control over its outstanding
receivables and has a credit control department to minimise credit risk.
Overdue balances are reviewed regularly by senior management. In view
of the aforementioned and the fact that the Group’s trade receivables
relate to a large number of diversified customers, there is no significant
concentration of credit risk. The Group does not hold any collateral or
other credit enhancements over its trade receivables balance.

More details about the trade and bills receivables are provided in note
27 to the consolidated financial statements on pages 285 to 286 of this
annual report.
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Trade and bills payables

More details about the trade and bills payables are provided in note 32 to
the consolidated financial statements on page 289 of this annual report.

Borrowings

More details about the borrowings are provided in note 36 to the
consolidated financial statements on pages 294 to 295 of this annual
report.

Capital expenditure

We funded our capital expenditure with cash generated from operations
and bank loans. Our capital expenditure is primarily related to expenditure
on property, plant and equipment and other intangible assets. During
the Reporting Period, the Group’s capital expenditure amounted to
RMB67,760,000, mainly attributable to the increase in cost of leasehold
improvements, machinery equipment, furniture and fixtures, computer
equipment and customer relationships.

Off-balance Sheet Arrangement

We did not have any outstanding derivative financial instruments and off-
balance sheet guarantees for outstanding loans. We did not engage in
trading activities involving non-exchange traded contracts.

Capital Commitments

As at 31 December 2020, the capital commitments in respect of
purchase of property, plant and equipment, acquisition of interest in
investments, acquire interests in associates and acquire interests in a
subsidiary were RMB29,336,000 (31 December 2019: RMB91,975,000).

Merger, Acquisition, Investment and Disposals

In May 2020, UK NVC, a wholly-owned subsidiary of the Company,
acquired 60% equity of NVC Lighting AB, a distributor of UK NVC in
Sweden, at a consideration of RMB24,000, to enhance control over
distribution channels and improve the overall gross profit margin of the
Group.

In June 2020, UK NVC, a wholly-owned subsidiary of the Company,
acquired the high-quality assets of D&H, a century-old high luxury lighting
manufacturer in the UK, at a consideration of GBP120,000 (excluding
related taxes and fees), to expand the high-end lighting products
business of the Group in the UK.
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Management Discussion and Analysis

In September 2020, the Group planned to invest US$5,000,000 to
establish a wholly-owned subsidiary, Chongging Yixun Smart Home Co.,
Ltd. (EBMRAEZEREERAT) (“Chongging Yixun”), which is mainly
engaged in the development, production and sales of smart control
systems, building materials and household goods. As at the date of this
annual report, the registered capital of Chongging Yixun has not been
paid up.

In October 2020, the Group planned to invest RMB1,000,000 to establish
a wholly-owned subsidiary, NVC Construction & Decoration (Zhuhai)
Home Co., Ltd. (B L4 (BB REARAE) (‘NVC C&D”), which is
mainly engaged in the development, production and sales of furniture and
construction materials. As at the date of this annual report, the registered
capital of NVC C&D has not been paid up.

Save as disclosed in the above, the Group made no material acquisition,
merger or sale of subsidiaries, associates and joint ventures during the
Reporting Period.

Other Significant Investment and Performance

Except for the information disclosed in other parts of this annual report,
during the Reporting Period, the Company had no major investments.

Pledge of Assets

The Group’s borrowings had been secured by the pledge of the Group’s
assets and the carrying amounts of the respective assets are as follows:

EEERED

R2020F 98 » AEEE K E5,000F =7
HRIZENBAREBERASEREAR
NE(TEEIER)) EEBRANTEERES
BEEFAK - BEMHEERERRNE
B L EMBEES BHEAERAP EE
BAZEMEES AT

2020108 » AEBEEHKE AK1,000
FliIzENBARDE TEE (T ) X
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(BARE -BEMMNIRE -EENBEE
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BB FEE S o
HttEARERRE

BRAEFRAEAMBOANBAREBERSSN I
BEFER AREIRBEEARE

RFEE

FEBNERAUAFEBRNE E FIRTF A
WEENKREEDT :

Property, plant and equipment ME BB REE
Right-of-use assets FREEEE

Trade and bills receivables B REBEHERURM
Pledged time deposits IR ERRFR

2020 2019
2020 20194
RMB’ 000 RMB’ 000
FARKE TARE
41,840 120,002
17,408 17,852
29,458 21,110
75,671 56,300
164,377 215,264
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Market Risks

We are exposed to various market risks in the ordinary course of
business. Our risk management strategy aims to minimise the adverse
effects of these risks to our financial results.

Foreign currency risk

We are exposed to transactional currency risk. Such risk arises from sales
or procurement by an operating unit in currencies other than its functional
currency. As a result, we are exposed to fluctuations in the exchange
rate between the functional currencies and foreign currencies. During the
Reporting Period, the Group had entered into several forward exchange
contracts in place to hedge the foreign exchange exposure and did not
experience any material difficulties or negative impacts on our operations
or liquidity as a result of fluctuations on currency exchange rates.

Commodity price risk

We are exposed to fluctuations in the prices of raw materials which are
influenced by global changes as well as regional supply and demand
conditions. Fluctuations in the prices of raw materials could adversely
affect our financial performance. We did not enter into any commodity
derivative instruments to hedge the potential commodity price changes.

Liquidity risk

We monitor our risk of having a shortage of funds by considering the
maturity of our financial instruments, financial assets and liabilities and
projected cash flows from operations. Our goal is to maintain a balance
between continuity and flexibility of funding through the use of bank
loans and other interest-bearing loans. Our Directors have reviewed our
working capital and capital expenditure requirements and determined that
we have no significant liquidity risk.
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Management Discussion and Analysis

Credit risk

Our major credit risk arises from exposure to a substantial number
of trade and bills receivables, deposits and other receivables from
debtors. We have policies in place to ensure that the sales of products
are made to customers with an appropriate credit limit, and we have
strict control over credit limits of trade receivables. Our cash and short-
term deposits are mainly deposited with registered banks in Mainland
China, Hong Kong and Singapore. We also have policies that limit our
credit risk exposure to any financial institutions. The carrying amounts
of trade and bills receivables, deposit-pledges and other receivables,
cash and cash equivalents and short-term deposits included in the
consolidated statement of financial position represent our maximum
exposure to credit risk in relation to our financial assets. We have no
other financial assets which carry significant exposure to credit risk. In
2020, we entered into a number of one-year insurance contracts with
China Export & Credit Insurance Corporation, which covered 70% or 90%
uncollectible receivables from international sales during the period from 1
July 2020 to 30 November 2021 with a maximum compensation amount
of US$43,780,000 (equivalent to approximately RMB285,660,000). We
purchased such insurance in order to minimise our exposure to credit risk
as we expand our business. We plan to renew such insurance contracts
when they become due.

Employees

As at 31 December 2020, the Group had approximately 3,331 employees
in total (31 December 2019: 2,709). The Group regularly reviews
remuneration and benefits of its employees according to the relevant
market practice and individual performance of the employees. In addition
to basic salary, employees are entitled to other benefits including social
insurance contributions, employee provident fund schemes, discretionary
incentive and share option schemes.
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Executive Directors
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Mr. WANG Donglei (E£ &), aged 57, is an executive Director and chairman of the Company. He is also and the former chief
executive officer of the Company (Mr. WANG has resigned as the chief executive officer of the Company on 22 February 2019,
has been re-designated from an executive Director of the Company to a non-executive Director of the Company on 20 May
2020 and has been re-designated again from a non-executive Director of the Company to an executive Director of the Company
on 17 July 2020). He is also a director of a subsidiary of the Company. In addition, Mr. WANG has been appointed as a director
of Brilliant Lights (Finco) Pte. Ltd. and Brilliant Lights International Holding Pte. Ltd., the associates of the Company, with effect
from 12 December 2019.

Mr. WANG joined the Group in January 2013. He has many years of experience in product research and development,
manufacturing and business management. In 1996, Mr. WANG participated in the founding of Zhuhai China Resource Appliance
Co., Ltd.* G /BE BB AR AT (which was subsequently renamed as Elec-Tech International Co., Ltd.* (Z#iE=HEER
&2 BBR/AT)) (“ETIC"), a substantial shareholder of the Company, and the shares of which were listed on the Shenzhen Stock
Exchange in China in 2004) and served as the chairman and the general manager. He has been serving as a director and the
chairman of ETIC from 2001 and has resigned as the chairman of ETIC on 8 October 2018. At present, Mr. WANG is a director
of ETIC and also holds positions in various subsidiaries of ETIC Group which include: the director of ETI LED Solutions Inc., the
director of Elec-Tech US Inc. and director of Elec-Tech Photoelectric Technology (Dalian) Co., Ltd.* (KEZEZ LEREHFRA
5]). Mr. WANG graduated from China Dalian Institute of Technology (subsequently renamed as Dalian University of Technology)
with a bachelor’s degree in engineering. Mr. WANG is the elder brother of Mr. WANG Dongming and the father of Mr. WANG
Keven Dun. Mr. WANG Dongming and Mr. WANG Keven Dun are non-executive Directors of the Company.

Mr. WANG holds 90% equity interest in Wuhu Elec-Tech Investment Co., Ltd.* (ZHESIREBRAE); Wuhu Elec-Tech
Investment Co., Ltd.* FEHEZREAER/AE)In turn holds 16.02% of the shares of ETIC. ETIC held 20.59% of the issued
shares of the Company through a ETIC’s wholly owned subsidiary Elec-Tech International (H.K.) Company Limited as of 31
December 2020 (the shareholding decreased from 20.59% to 17.51% after Elec-Tech International (H.K.) Company Limited’s
disposal of 130,000,000 Shares, representing 3.08% interest of the Company, in February 2021).
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Ms. CHAN Kim Yung, Eva (FR#|¥3), aged 53, is an executive Director, the vice chairman, chief executive officer and vice
president of mature channels for overseas sales of the Company. Ms. CHAN joined the Group in November 2018 and has been
appointed as the chief executive officer of the Company with effect from 22 February 2019. She is also a director of certain
subsidiaries of the Company. In addition, Ms. CHAN has been appointed as a director of Brilliant Lights (Finco) Pte. Ltd. and
Brilliant Lights International Holding Pte. Ltd., the associates of the Company, with effect from 12 December 2019.

From 1998 to 2004, Ms. CHAN served as the general manager and vice president of Zhuhai China Resource Appliance Co.,
Ltd.* & BEHER AR LS (how known as Elec-Tech International Co., Ltd.* (Z#ESHEBRBRMHERAT) (‘ETICY), a
substantial shareholder of the Company), where she was in charge of the sales and marketing of global business; from 2004 to
2012, she served as the senior vice president of ETIC where she was in charge of the company’s global business strategy and
risk management; from 2012 to 2018, she served as the chief executive officer of Elec-Tech Solid State Lighting (HK) Limited,
a subsidiary of the Company mainly engaged in international LED lighting business. Ms. CHAN graduated from University of
Saskatchewan where she obtained a Bachelor’s degree in Engineering in 1991, a Master’s degree in Engineering in 1993 and
an MBA degree in 1995.
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Mr. XIAO Yu (B ), aged 61, is an executive Director of the Company and vice president of manufacturing of the Company.
Mr. XIAO joined the Group in May 2014 as a non-executive Director and re-designated as an executive Director in August 2014.
He is also a director/chairman of certain subsidiaries of the Company.

Mr. XIAO has extensive experience in enterprise production management. He once served as a senior officer in companies listed
in Mainland China for several years and therefore has in-depth knowledge and understanding on corporate governance and
enterprise management. From July 1986 to June 1996, Mr. XIAO worked in Beijing Beinei Group* (At X3t £ &) as the deputy
chief coordinator and the party secretary of the Communist Party of China of the Central Coordination Office, during which
he was awarded the titles of Beijing Model Worker and Beijing Excellent Young Intellectual. He was the chairman and general
manager of Westar (Zhongshan) Electrical Appliance Manufacturing Co., Ltd.* (EiHrZEE 23 (FhLl) BEBRAT), a subsidiary
of ETIC Group from July 1996 to August 2004, was the deputy general manager of the ETIC Group and the chairman of Westar
(Zhongshan) Electrical Appliance Manufacturing Co., Ltd.* (B &T3EE 28 (L) HiEHF R/A B)) from September 2004 to February
2008, and was senior vice president of ETIC from March 2012 to December 2014. From May 2008 to December 2019, he
had successively served as the consultant to the president of ETIC Group, the chairman and general manager of Elec-Tech
Photoelectric Technology (Dalian) Co., Ltd.* (KEBEZHER K AR /AF)and the general manager of Elec-Tech Photoelectric
Technology (Wuhu) Co., Ltd.* (FE#MESHENXERTBRAR). Mr. XIAO previously worked in different subsidiaries of ETIC
Group as: a director of Appliance of America (Zhuhai) Limited* (Jt32E 28 (Bk/E) BFR/AE)), an executive director of Elec-
Tech Photoelectric Technology (Dalian) Co., Ltd.* (KEEZH BB RAF) and an executive director of Huizhou Thorled-
opto Co., Ltd.* (BMNEBEHEBEHEERAE). Mr. XIAO graduated from Dalian Institute of Technology (later renamed as
Dalian University of Technology) with a bachelor’s degree in 1985 and also graduated with an EMBA’s degree from School of
Economics and Management of Tsinghua University in 2008. He holds the engineer’s qualification certificate.
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Non-executive Directors
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Mr. WANG Dongming (E££8H), aged 50, is a non-executive Director of the Company (Mr. WANG has been re-designated
from an executive Director of the Company to a non-executive Director of the Company on 20 May 2020). Mr. WANG joined the
Group in June 2013. He is also a director of certain subsidiaries of the Company including NVC Lighting & Electrical Technology
Singapore Pte. Ltd..

Mr. WANG has more than 21 years of experience in electrical and finance industry, and has many years of experience in
manufacturing, finance and business management. He was the vice finance manager of China Infrastructure Materials
Corporation* (P EEZ#) & 422 F)) and the general manager of its Shenzhen subsidiary, respectively, from 1992 to 2000. From
2000 to 2013, Mr. WANG acted as an executive director, a vice general manager, the chief financial officer of ETIC, and the
general manager of lighting division of ETIC. Mr. WANG graduated from Shaanxi Institute of Finance and Economics (PR 7 i 4%
2 57) with a bachelor’s degree in finance and accounting in 1992. Mr. WANG Dongming is the younger brother of Mr. WANG
Donglei and the uncle of Mr. WANG Keven Dun. Mr. WANG Donglei is an executive Director and the chairman of the Company,
and is also a director of ETIC. Mr. WANG Keven Dun is a non-executive Director of the Company.

FLBRAKE - RF0m BEAARFATES (ELBEKLEENR202055820HAARTATESHEASE
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Mr. WANG Keven Dun (E£18), aged 28, is a non-executive Director of the Company (Mr. WANG has been re-designated
from an executive Director of the Company to a non-executive Director of the Company on 20 May 2020). Mr. WANG joined
the Group in December 2016. He is also a director of certain subsidiaries of the Company. Mr. WANG has been the analyst
in Compass Lexecon LLC. from August 2014 to December 2016. Mr. WANG obtained a bachelor’s degree in Economics and
Molecular and Cell Biology from University of California, Berkeley in 2014. Mr. WANG Keven Dun is the son of Mr. WANG
Donglei and the nephew of Mr. WANG Dongming. Mr. WANG Donglei is an executive Director and the chairman of the Company,
and is also a director of ETIC. Mr. WANG Dongming is a non-executive Director of the Company.
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Mr. YE Yong (H2), aged 53, is a non-executive Director of the Company. Mr. YE joined the Company in November 2018.
He is a general manager of a subsidiary of the Company. From 1991 to 1994, Mr. YE served as the department manager of
Chongging Qinwang Company Limited* (E2EZ& T AR /AF)), where he was involved in the foreign trade and management
matters; in 1994, he founded and had served as the chairman and general manager of Xiehe Lighting Company Limited* (%40
FEBEA IR A F)) till 1999; He founded Sichuan NVC Lighting Equipment Operations Co., Ltd.* (74)||1E Lt IRBESMEBEEHRAT)
(“Sichuan NVC”) in 1999 and has served as the chairman since then, in charge of sales and management of the Company’s
business in Sichuan Province. Mr. YE graduated from economical management department of Southwest University in 1991 with
a college diploma.

Mr. YE and his spouse hold an aggregate of 281,472,000 shares of the Company, representing 6.66% of the issued shares of
the Company as of 31 December 2020.
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Mr. LEE Kong Wai, Conway (Z#7), aged 66, is an independent non-executive Director of the Company. Mr. LEE joined
the Company in November 2012. He received a bachelor of arts degree from Kingston University (formerly known as Kingston
Polytechnic) in London and further obtained his postgraduate diploma in business from Curtin University of Technology in
Australia. Mr. LEE served as a partner of Ernst & Young (“EY”) for over 29 years, until 2009, during which he held key leadership
positions in the development of EY in China. Mr. LEE is a member of the Institute of Chartered Accountants in England and
Wales, the Institute of Chartered Accountants, Australia and New Zealand, Association of Chartered Certified Accountants,
the Hong Kong Institute of Certified Public Accountants and the Macau Society of Certified Practising Accountants. Mr. LEE
currently also serves as an independent non-executive director of the following companies: Chaowei Power Holdings Limited,
West China Cement Limited, China Modern Dairy Holdings Ltd., GOME Retail Holdings Limited, Yashili International Holdings
Ltd., GCL New Energy Holdings Limited, WH Group Limited (the shares of all these companies are listed on the main board
of the Stock Exchange) and Guotai Junan Securities Co., Ltd. (the shares of which are listed on the main board of the Stock
Exchange and the Shanghai Stock Exchange). He previously acted as an independent non-executive director of CITIC Securities
Company Limited (the shares of which are listed on main board of the Stock Exchange and the Shanghai Stock Exchange)
from November 2011 to May 2016, Tibet Water Resources Ltd (the shares of which are listed on the main board of the Stock
Exchange) from March 2011 to February 2020 and China Rundong Auto Group Limited (the shares of which are listed on main
board of the Stock Exchange) from July 2014 to December 2020, respectively. Mr. LEE was a member of the Chinese People’s
Political Consultative Conference of Hunan Province (FFEl# & & E(1%Z &) in China from 2008 to 2017.
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Mr. WANG Xuexian (F&25%), aged 57, is an independent non-executive Director of the Company. Mr. WANG joined the
Company in May 2014. Mr. WANG graduated from Renmin University of China with a Master’s degree in Civil Laws in January
1990. He is a lawyer in China, and his qualification for serving as an independent director has been approved by the Shanghai
Stock Exchange. From January 1990 to the present, he has worked as an assistant professor and lecturer in Dalian University
of Technology. He currently serves as a deputy professor of Dalian University of Technology, a lawyer of Heng Xin Law Office*
(EEBIEEEEMEFAT) in Liaoning. Mr. WANG has extensive experience in law studies, teaching and the work of lawyers, once
served as an independent director of several listed or unlisted companies in the Mainland China, and has in-depth knowledge
and understanding on domestic and overseas laws, corporate management and corporate governance. Mr. WANG acted as an
independent director of ETIC from April 2014 to October 2018.
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Mr. JIA Hongbo (B 4L3F), aged 42, is an independent non-executive Director of the Company. Mr. JIA joined the Company in
July 2020. Mr. JIA graduated from the University of International Business and Economics majoring in finance and obtained a
master degree in business administration from Tsinghua University. Mr. JIA has extensive working experience in financial industry
and contributed greatly in the development of the private equity fund industry, especially committing himself to the development
of private equity fund of funds and private securities FOF. He is currently the person in charge of Sino Point Global Asset
Management Limited CEFSIRBKEEEIBARAF). He is also a joint general manager and general manager of First Seafront
Fund Management Company Limited (B]/8F/REEEE B R A ). Mr. JIA was senior management of the headquarter of Bank
of China and China Securities Regulatory Commission between 2001 and 2014. Since then, he served as a general secretary of
Asset Management Association of China, Associate, an associate general manager (GM level) of asset management department
of China Everbright Bank and a chairman of Hongjing Enterprise Consulting (Beijing) Co., Ltd. Al R 23559 (tR) BRAF).
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Mr. WANG Donglei (£ &), aged 57, is an executive Director and the chairman of the Company. His biographical details are
set out above under the paragraph headed “Executive Directors”.

IREALE RESTR RAARNTEERESE MNEAMABE L X ITEE —BRkego

Ms. CHAN Kim Yung, Eva (Ff&I ), aged 53, is the chief executive officer, vice chairman and the vice-president in charge
of the mature channel of the overseas sales of the Company. Her biographical details are set out above under the paragraph
headed “Executive Directors”.

BRI L L RF3R REAAANEREANTE REFEAEEBINEEMARENREH - MEEAET
BEELXAGTES —RPAR-

Mr. XIAO Yu (B 5F), aged 61, is the vice-president in charge of the manufacturing of the Company. His biographical details are
set out above under the paragraph headed “Executive Directors”.
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XIE Dongmei (3£ #8), Aged 47, is the general manager of Elec-Tech (Solid State Lighting (HK) Ltd. (‘HKSSL"), a subsidiary of
the Company, mainly in charge of the overall operation of all HKSSL business units and the manufacturing center of Group. Ms.
XIE joined the Group in November of 2018. Ms. XIE has many years of experience in oversea market development, international
business negotiation and operations management. She severed Elec-Tech International Co., Ltd.* (2B HEZEERKRH B R
‘A7) (“ETIC”) ), a substantial shareholder of the Company, as sales manager and sales director etc. between 2003 and 2011.
From 2012 to 2018, she severed HKSSL as assistant general manager and executive deputy general manager. In addition,
Ms. XIE has been appointed as a director of NVC Lighting Japan K.K., a subsidiary of the Company effective from December
of 2019. Ms. XIE graduated from Economics Department of Sun Yat-Sen University where she obtained Bachelor’'s degree in
Economics in 1995. She is also a certified Intermediate Economist and International Business Engineer.
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Mr. NIU Jiantao (4-%75), aged 44, is the Sales Vice-President of Greater China sector of the Company, joint the group in
2020. Mr. NIU has rich experience in sales, brand operation and market management. From 1999 to 2003, Mr. NIU served
as the manager of the Nanjing Branch of Guangdong Arche Cosmetics Co., Ltd.; from 2003 to 2006, he worked at Nivea
(Shanghai) Co., Ltd., where he was the manager of the Beijing branch; from 2006 to 2010, he worked at AkzoNobel (Shanghai)
Co., Ltd., where he served as national channel marketing manager; from 2010 to 2018, he served as sales director of North
China, national retail director and overseas director of OPPLE Lighting Co., Ltd. From 2018 to 2020, he served as General
Manager of Consumer at Signify (China) Investment Co., Ltd. Mr. NIU graduated from Shandong University of Technology
(later merged into Shandong University) with a bachelor’s degree in engineering in 1999 and a master’s degree in business
administration from the University of International Business and Economics in 2009.
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Mr. NG Hon Lun ({REZf&), aged 40, is the chief financial officer of the Company. Mr. NG joined the Group in 2020 as chief
financial advisor of the Company and was appointed as the chief financial officer of the Company with effect from 5 January
2021. Mr. NG has more than 18 years of experience in finance and accounting. Prior to joining the Company, Mr. NG processes
professional accounting and auditing experience with RSM Hong Kong as deputy audit manager. After that, he acted as
financial controller in TCL Communication Technology Holdings Limited, a company which shares were previously listed on
the Hong Kong Stock Exchange and were delisted in the year 2016 (stock code: 2618), vice president and chief financial
officer in Unisplendour Technology (Holdings) Limited (now known as Sino ICT Holdings Limited), a company which shares are
listed on the Hong Kong Stock Exchange (stock code: 365); and deputy general manager and financial controller in Shenzhen
Infinova Limited, a company which shares are listed on the Shenzhen Stock Exchange (stock code: 2528), respectively. Mr. NG
graduated from the Hong Kong University of Science and Technology with a bachelor’s degree in accounting obtained in 2002.
He is a fellow member of the Association of Chartered Certified Accountants.
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Company Secretary
NEVME

Ms. TEH Lai Ching (ElEE&), aged 49, is the company secretary of the Company. Ms. TEH is a director of KCAT Company
Secretarial Limited (TCSP Licence No.: TC006895), a professional service provider specializing in company secretarial services.
She has over 20 years’ experience in company secretarial practice with main board listed companies and an international
professional law firm. Ms. TEH gained extensive knowledge and experience in corporate governance and regulatory
compliances. Other than the Company, Ms. TEH is currently also a named company secretary to another listed company of
which the shares are listed on the main board of the Stock Exchange. Ms. TEH is a Chartered Secretary, Chartered Governance
Professional and an Associate of The Hong Kong Institute of Chartered Secretaries and The Chartered Governance Institute of
the United Kingdom. Ms. TEH holds a MBA degree from the University of Strathclyde in Glasgow, Scotland and a Bachelor of
Laws degree from the University of London, United Kingdom.
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The Board presents this report together with the audited financial
statements for the year ended 31 December 2020 (“Financial
Statements”).

Principal Activities

The Company was redomiciled from the British Virgin Islands to the
Cayman Islands on 30 March 2010 and incorporated as an exempted
company with limited liability. The Group’s operations are conducted
mainly through the direct and indirect subsidiaries of the Company. The
Group is principally engaged in the design, development, production,
marketing and sale of a variety of lighting products, and gradually extend
to non-lighting business areas. During the Reporting Period, there is
no significant change in the Group’s principal activities. The financial
performance of the principal activities of the Group during the Reporting
Period is set out in the consolidated statement of profit or loss of the
consolidated financial statements on pages 162 to 164.

Subsidiaries and Associates

Particulars of the Company’s principal subsidiaries as at 31 December
2020 are set out in note 42 to the consolidated financial statements.
Particulars of the Group’s interests in associates are set out in note 25 to
the consolidated financial statements.

Results and Dividends

The Group’s profit for the Reporting Period and the state of affairs of the
Group as at 31 December 2020 are set out in the consolidated financial
statements on pages 162 to 350 of this annual report.

The Board has proposed not to declare final dividend for the year ended
31 December 2020.

Annual General Meeting

The annual general meeting (“Annual General Meeting”) of the Company
is scheduled to be held on 11 June 2021. A notice convening the Annual
General Meeting will be published and dispatched to the shareholders in
due course.
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Closure of Register of Members

The Register of Members will be closed from Monday, 7 June 2021
to Friday, 11 June 2021 (both days inclusive), during which period no
transfer of shares will be registered. In order to qualify for attending
and voting at the Annual General Meeting, all transfer documents
accompanied by the relevant share certificates must be lodged with the
Company’s Hong Kong branch share registrar, Computershare Hong
Kong Investor Services Limited, Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong before 4:30 p.m.
on Friday, 4 June 2021.

Business Review

The discussion for the business review of the Reporting Period of the
Group as well as the major risks and uncertainty factors facing the Group
are set forth in the “Management Discussion and Analysis” on pages 13
to 35 of this annual report. The future business development of the Group
is set forth in the “Chairman’s Statement” on pages 7 to 12 of this annual
report. The critical indices adopted in the financial statements for the
analysis of the performance of the Group during the Reporting Period are
set forth in the “Management Discussion and Analysis” on pages 13 to
35 of this annual report.

Compliance with Laws and Regulations

The Group has complied with relevant laws and regulations affecting the
operation of the Group significantly.

Relationship with Stakeholders

The Group acknowledges that our employees, clients and business
cooperative partners are the key to our sustainable development. The
Group is committed to the establishment of close relationship with our
employees and the provision of industrialised, chain-based and one-stop
solutions to our clients, and continues to strengthen the cooperation with
our business cooperative partners so as to attain the win-win outcome for
various parties and push ahead with the healthy and rapid development
of the lighting industry.
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Environmental Protection and Social
Responsibility

The Group is committed to the support for the sustainable environmental
protection. As the well-known supplier for lighting products in the
industry, the Group shall comply with various environmental protection
laws and regulations formulated by the relevant international and local
government departments. The Group is the advocate pioneer for green
lighting and committed to the promotion of “Lighting Environment”: to
beautify the commercial and living space with artificial lighting, protect
the healthy living environment for mankind with energy-saving lighting for
environmental protection, and support the energy-saving environmental
protection business for the whole world with action taken. The Group will
go further to continue to carry out the enterprise social responsibilities as
a means of feedback to our society.

Equity-linked Agreement

Save as disclosed in the “Share Options Scheme” section and “Restricted
Share Unit Scheme” section in this annual report, the Group neither
entered into nor had any equity-linked agreement during the Reporting
Period.

Permitted Indemnity Provision

According to the Company’s Articles of Association, each Director
is entitled to the compensation out of the assets and profits of the
Company for all actions, costs, charges, losses, damages, expenses or
liabilities incurred due to the execution of his/her duties or taken place
related to such execution. The Company has taken out the appropriate
Directors’ and officers’ liability insurance policy for the Directors and
officers of the Group as a means of security.

Use of Net Proceeds Received from the Initial
Public Offering

On 20 May 2010, net proceeds received from the initial public offering,
including the exercise of Over-allotment Option, after deducting related
expenses (the “Proceeds”), were approximately HK$1.467 billion. We
did not use the Proceeds in a manner different from those set out in the
prospectus of the Company dated 7 May 2010 and the Proceeds were
fully utilised in 2016.
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Financial Highlights

A summary of the audited results and of the assets and liabilities of the
Group for the last five reporting periods is set out on pages 5 to 6 of this
annual report.

Bank Loans and Other Borrowings

Details of bank loans and other borrowings are set out in note 36 to the
consolidated financial statements on pages 294 to 295 of this annual
report.

Save as disclosed in this annual report, the Group did not grant any loans
to any entities, nor did it offer any financial assistance to its associates or
make any guarantee for the facilities granted to its associates.

Property, Plant and Equipment

Details of movements in the property, plant and equipment for the
Reporting Period are set out in note 19 to the consolidated financial
statements on pages 270 to 271 of this annual report.

Share Capital

Details of movements in the share capital for the Reporting Period are set
out in note 39 to the consolidated financial statements on page 298 of
this annual report.

Reserves

Details of movements in the reserves of the Company and the Group for
the Reporting Period are set out in note 50 to the consolidated financial
statements on pages 349 to 350 and the consolidated statement of
changes in equity on pages 167 to 168 of this annual report.

Distributable Reserves

As at 31 December 2020, the Company’s reserves available for
distribution amounted to RMB2,570,970,000.

Public Float

As of the date of this annual report, based on the information publicly
available to the Company and to the best knowledge of the Directors,
the Company has maintained the prescribed public float under the Listing
Rules for the Reporting Period and at any time prior to the date of this
annual report.
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Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s
Articles of Association or applicable laws of the Cayman Islands where
the Company was incorporated.

Tax Allowances

The Company is not aware of any particular tax allowances granted to the
Company’s shareholders due to their interests in its securities.

Directors

The Directors of the Company during the Reporting Period and up to the
date of this annual report are as follows:

Executive Directors

WANG Donglei

CHAN Kim Yung, Eva

XIAO Yu

appointed as a non-executive Director on
11 January 2013, re-designated as an
executive Director on 2 February 2015,
resigned as the chief executive officer
on 22 February 2019, re-designated as
a non-executive Director on 20 May 2020
and re-designated again as an executive
Director on 17 July 2020
appointed as an executive Director and
vice chairman of the Company on
25 November 2018 and appointed as the
chief executive officer on 22 February 2019
appointed as a non-executive Director on
29 May 2014 and re-designated as an
executive Director on 8 August 2014

Non-executive Directors

WANG Dongming

WANG Keven Dun

YE Yong

appointed as an executive Director on

21 June 2013 and re-designated as

a non-executive Director on 20 May 2020
appointed as an executive Director on

12 December 2016 and re-designated as

a non-executive Director on 20 May 2020
appointed as a non-executive Director

on 25 November 2018
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Independent Non-executive Directors

LEE Kong Wai, Conway appointed on 28 November 2012

WANG Xuexian appointed on 29 May 2014

JIA Hongbo appointed on 17 July 2020

WEI Hongxiong appointed on 29 May 2014 and
retired on 12 June 2020

appointed on 19 December 2016 and
retired on 12 June 2020

SU Ling

Mr. WEI Hongxiong (“Mr. WEI”) and Mr. SU Ling (“Mr. SU”) did not offer
themselves for re-election as independent non-executive Directors of
the Company at the annual general meeting of the Company held on 12
June 2020 in order to devote more time to pursue their other business
commitments. Mr. WEI and Mr. SU have confirmed that they have no
disagreement with the Board and there is no other matter in relation
to their retirements that need to be brought to the attention of the
Shareholders.

Directors’ and Senior Management’s Biographies

Directors’ and senior management’s biographies are set out in the
section headed “Directors and Senior Management” on pages 36 to 48 of
this annual report.

Directors’ Service Contracts

None of the Directors who is proposed for re-election at the forthcoming
Annual General Meeting has a service contract with us that is not
determinable by the Company or any of its subsidiaries within one year
without payment of compensation (other than statutory compensation).

The relevant information on Directors’ service contracts is set out in
the section headed “Appointment and Re-election of Directors” in the
“Corporate Governance Report” on pages 76 to 77 of this annual report.
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Directors’ Interests in Transactions, Arrangements
or Contracts of Significance

Save for certain continuing connected transactions as disclosed in the
section headed “Continuing Connected Transactions Exempted from
Independent Shareholders’ Approval” in this report, no Director nor an
entity connected with a Director had a material interest, either directly or
indirectly, in any transaction, arrangement or contract of significance to
the business of the Group to which the Company, its holding company,
or any of its subsidiaries or fellow subsidiaries was a party during or
subsisted at the end of the Reporting Period or at any time during the
Reporting Period.

Confirmation of Independence from the
Independent Non-executive Directors

The Company has received from each of the independent non-
executive Directors, namely Mr. LEE Kong Wai, Conway, Mr. WANG
Xuexian and Mr. JIA Hongbo, the annual confirmation letter of their
respective independence pursuant to Rule 3.13 of the Listing Rules. The
Company considers that the independent non-executive Directors were
independent from their respective date of appointment to 31 December
2020 and remain independent as of the date of this annual report.

Arrangement to Acquire Shares or Debentures

Save as disclosed in the “Share Options Scheme” section and “Restricted
Share Unit Scheme” section in this annual report, at no time during the
Reporting Period or at the end of the Reporting Period was the Company,
its subsidiaries, its holding company or the subsidiaries of its holding
company, a party to any arrangements to enable the Directors to acquire
benefits by means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.
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Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares or
Debentures

As at 31 December 2020, the interests and short positions of the
Directors and chief executives of the Company in the shares, underlying
shares and debentures of the Company and its associated corporations
(within the meaning of Part XV of the SFO) which were required to be
notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provisions of the
SFO), or recorded in the register required to be maintained pursuant to
Section 352 of Part XV of the SFO, or which were otherwise required
to be notified to the Company and the Stock Exchange pursuant to the
provisions of the Model Code were as follows:

Long positions in the Company

EERERRTHRASKEMG
BRAR 1 SN el R R B e e

R

R2020F 128310 A RBEERRSTT
BAERARBREER LB (E&R(F
H R HERE ) EXVERD) BIER M5 - BRIk
Tﬁ}&fﬁﬁééﬁqﬂﬁﬁﬁffﬁﬁ«*“%&HHTM@J»

EXVEB D F7R8E B BN G AN B KR
Fr (BiEREGESRPERARE BE
EENEAEBZHERIAR) WIRE(GE
H R EREEF ) EXVEID FEI52K B EET

FEZELMARBERETINRASTANE
KRB R PRZ m RO BT
E/NSIE Sk =)

Approximate

percentage
Number of Shares or of the total
Name of Director Nature of interests Class of Shares underlying Shares issued Shares
(Note 1)
HERITREEH
BN EmlE B 15 4851 B 15 K AR R B 19 8B B4 E 2L
(K1)
YE Yong Beneficial owner Ordinary Shares 274,039,000 (L) 6.48%
L] EmEBA el
Spouse’s interest Ordinary Shares 7,433,000 (L) 0.18%
(Note 2)
ACiB R am ZiBRg (Hfz22)
Notes: Kzt -
1. The approximate percentage of the total issued Shares of the 1. EEAB B BTROBHEHIBAT DL

Company is calculated with reference to the Company’s number of
shares in issue as at 31 December 2020.

2. As these Shares are held by Ms. GAO Xia, the spouse of Mr. YE
Yong, Mr. YE Yong is deemed to be interested in these Shares.

3. (L) represents long position.
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Saved as disclosed above, as at 31 December 2020, none of the
Directors or chief executives of the Company have or are deemed to have
interests or short positions in the shares, underlying shares or debentures
of the Company and its associated corporations (within the meaning of
Part XV of the SFO) which were notifiable to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they are taken or deemed to have
under such provisions of the SFO), or recorded in the register required to
be maintained by the Company pursuant to Section 352 of the SFO, or
which were notifiable to the Company and the Stock Exchange pursuant
to the provisions of the Model Code.

Interests and Short Positions of Substantial
Shareholders in the Shares and Underlying Shares

As at 31 December 2020, to the best knowledge of the Directors and
chief executives of the Company, the following shareholders (other than
Directors or chief executives of the Company) had 5% or more interests
or short positions in the issued shares and underlying shares of the
Company as recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO:
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Approximate

percentage
Number of Shares or of the total
Name of Shareholder Nature of interests Class of Shares underlying Shares issued Shares
(Note 1)
HERTRIDEH
RRBE HEHE Bk bl R HAER RN EE BN B 2L
(Hfs£1)
Elec-Tech International (H.K.)  Beneficial owner Ordinary Shares 870,346,000 (L) 20.59%
Company Limited EREEA imR
ERHEER (B8 ERAR
ETIC Interest of corporation controlled by Ordinary Shares 870,346,000 (L) 20.59%
BERBE the substantial shareholders EiER (Note 2)
ZREMEGNEENER (Hyzt2)
SU Lixin Beneficial owner Ordinary Shares 649,350,649 (L) 156.36%
BRLH BaEBA EEk
Harbour Faith Enterprises Beneficial owner Ordinary Shares 288,371,000 (L) 6.82%
Limited BEEEEA EEREL
CHAN Sin Wa Carrie Interest of corporation controlled by Ordinary Shares 288,371,000 (L) 6.82%
PR {EEE the substantial Shareholder ik (Note 3)
TEREMEGNEENER (Hrz3)

BTERZERERAST 2020FH

57




58

Report of Directors
E5gHRE

Notes:

The approximate percentage of the total issued Shares of the
Company is calculated with reference to the Company’s number of
shares in issue as at 31 December 2020.

These Shares were held by Elec-Tech International (H.K.) Company
Limited. As Elec-Tech International (H.K.) Company Limited is a
wholly-owned subsidiary of ETIC, ETIC is deemed to be interested
in all these Shares. The shareholding decreased from 20.59%
to 17.51% after a disposal of 130,000,000 Shares, representing
3.08% interests of the Company, in February 2021.

These Shares were held by Harbour Faith Enterprises Limited. As
Harbour Faith Enterprises Limited is wholly-owned by Ms. CHAN
Sin Wa Carrie. Ms. CHAN Sin Wa Carrie is deemed to be interested
in these Shares.

(L) represents long position.

Save as disclosed above, as at 31 December 2020, so far as the
Directors are aware, no other person (except the Directors and chief
executive) or corporation had 5% or more interests or short positions in
the Shares and underlying Shares which were recorded in the register
required to be maintained by the Company pursuant to Section 336 of
the SFO.
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Share Option Scheme

A share option scheme (the “Share Option Scheme”) was conditionally
approved and adopted at an extraordinary general meeting held on
27 April 2010. The purpose of the Share Option Scheme is to provide
the Company with a means of incentivizing and retaining employees,
encouraging employees to work towards enhancing the value of the
Company and promoting the long-term growth of the Company. This
scheme will link the value of the Company with the interests of the
participants, enabling participants and the Company to develop together
and promoting the Company’s corporate culture. The Directors may,
at their discretion, invite any Directors (including executive Directors,
non-executive Directors and independent non-executive Directors),
employees and advisors, consultants, distributors, contractors, contract
manufacturers, agents, customers, business partners and service
providers of any member of the Group who the Board considers, in
its sole discretion, have contributed or will contribute to the Group to
participate in the Share Option Scheme. The period within which the
options must be exercised shall be determined by the Directors at the
time of grant and such period must expire no later than 10 years from
the date when the Board resolves to make the offer of options to the
grantees. All outstanding options shall lapse when the grantee is dead or
retired, the employment of the grantee ceases or where the grantee is no
longer an employee of the Group.

The maximum number of shares which may be issued upon exercise of
all options to be granted under the Share Option Scheme or any other
share option schemes adopted by the Company shall not exceed 10%
(the Company may refresh the 10% limit in certain conditions) of the
aggregate of the shares in issue on the listing date or 30% of the shares
in issue from time to time. The total number of shares issued and to be
issued upon exercise of the options granted to each participant under
the Share Option Scheme or any other share option scheme adopted
by the Company in any 12-month period must not exceed 1% of the
shares in issue. Any further grant of options which would result in the
number of shares issued as aforesaid exceeding the said 1% limit
requires shareholders’ prior approval with the relevant participant and his
associates abstaining from voting. At the time of grant of the options, our
Company may specify any minimum period(s) for which an option must
be held before it can be exercised. The Share Option Scheme does not
contain any such minimum period.
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The subscription price for the shares granted under the options shall be
no less than the highest of (a) the closing price of the shares as stated
in the daily quotation sheet issued by the Stock Exchange on the date
of grant; (b) the average closing price of the shares as stated in the
daily quotation sheets issued by the Stock Exchange for the five Stock
Exchange business days immediately preceding the date of grant; and
(c) the nominal value of a share upon its issue. The amount payable
by a grantee on acceptance of a grant of options is US$1.00. Further
details of the Share Option Scheme are set out in the prospectus of the
Company dated 7 May 2010.

The Share Option Scheme has expired on 26 April 2020, the date of the
tenth anniversary of the adoption of the Share Option Scheme. During the
Reporting Period and before the expiration of the Share Option Scheme,
no options have ever been granted, exercised, lapsed or cancelled under
the Share Option Scheme. As at 31 December 2020, the Company did
not have outstanding options granted but not yet exercised under the
Share Option Scheme.

Restricted Share Unit Scheme

On 20 December 2018, the Board has approved the adoption of a
restricted share unit scheme. Pursuant to the restricted share unit
scheme, the Company may direct and procure the trustee to purchase
Shares (either on-market or off-market) to satisfy the restricted share
units upon vesting and to hold the purchased Shares on trust for the
relevant participants until such restricted share units are vested with the
relevant participants in accordance with the restricted share units scheme
rules. Further details are set out in the announcement of the Company
dated 20 December 2018. The restricted share units scheme has been
approved at the extraordinary general meeting held on 25 January 2019.

Purchase, Sale or Redemption of the Company’s
Listed Securities

During the Reporting Period, there was no purchase, sale or redemption
by the Company and any of its subsidiaries of any listed securities of the
Company.

60 NVC International Holdings Limited 2020 Annual Report

RIEBRETS IBEMNROOBEER
BEAUTZENESE (B ZFANE
HHBSEENEHRBRAINERO WS
B b)BTAREZEEL B B EBZ
FrE 0B8N EHRBERMINNRKRMGF
B HE; Re)—KRERMONETRNER
B AR ANEMNBERENENSEEA1.00E
TToBRESIMNE—THEBENELT
R2010FE587H T MBIRE -

BB B B72020F 48268 (R4 R
Eota+BAEZH) Bmo-RBEEEERK
BRESTE R BREFSEBETHE
ERIBIREWRE L EITE WA
8 o R2020F 12831 H » A AT W EIRERE
R E IR HM N S RITERRERRME

52 PR %1 A% 17 B8 {1 51 &

R2018FE 128200 EE G ARMNZIR
B MD BT - RIBEZZRGI R EAL
FEAABHIIERNREESTABER
7 (FHmIBEERLBIN URZRGRM5
BURBEBEENSESKRMEN WG
AN AEESEAFTECBARMDESE
b %5 5 (R 1 IR 1 B2 (1 4% BR 2 PR I AR 19 BE L
SHEGRBE BN AN E A o E— D
EEHN AT HEEA2018F12820HA
EoZZRHBIRMEMTEIER2019F1 8
5AZIREFRI KRG LEFSEB-

BE -HEHBEEAAFEML
ik
NARESEE AATREEAKEAD

BERE HEXBOAAGTEMNLHE
%o



Interests of Directors in Competing Business

Save for those disclosed below by the Company, during the Reporting
Period, none of the Directors or their respective associates (as defined
under the Listing Rules) of the Company was interested in any business
which competes or is likely to compete with the businesses of the Group.

Mr. WANG Donglei, an executive Director and the chairman of the
Company, holds 90% equity interest in Wuhu Elec-Tech Investment Co.,
Ltd.* (FEHERKREBRAE), Wuhu Elec-Tech Investment Co., Ltd.*
(FOMERIBEARAT)IN turn holds 16.02% of the shares of ETIC,
and ETIC in turn holds 20.59% of the shares capital of the Company
(i.e. 870,346,000 Shares) as at 31 December 2020. The shareholding
decreased from 20.59% to 17.51% after disposal of 130,000,000 Shares,
representing 3.08% interest of the Company, in February 2021. Mr.
WANG Donglei is also a director of ETIC and holds directorships in a
number of subsidiaries of ETIC Group.

To the best knowledge of the Company, ETIC was established on 14 May
1996 with issued capital of RMB1,764,720,000 as at 31 December 2020,
the shares of which were listed on the Shenzhen Stock Exchange in June
2004. Based on the preliminary annual result of ETIC dated 15th April
2021 (unaudited and subject to further adjustment), its operating revenue
for the year of 2020 is approximately RMB2,217,760,000, its net loss
is approximately RMB558,589,000 and its total assets is approximately
RMB4,069,793,000. The principal business of ETIC is production and
sale of small household appliances and LED products, while the Group’s
subsidiaries are principally engaged in the production and sale of lighting
products, including a variety of LED lighting products. As a result, Mr.
WANG Donglei is deemed to be interested, directly or indirectly, in the
business that competes or may compete with that of the Company and/
or its subsidiaries.

Based on the Group’s internal governance and proper decision-
making mechanism, the Group is capable of carrying on its business
independently of, and at arms length from the competing business.

Controlling Shareholders and Their Pledge of
Shares

During the Reporting Period, the Company did not have any controlling
shareholders.
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Continuing Connected Transactions Exempted
from Independent Shareholders’ Approval

Framework Finished Products and Raw Materials Purchase
Agreement

The Company entered into a framework finished products and raw
materials purchase agreement on 10 December 2018 with ETIC (the
“ETIC Purchase Agreement”), pursuant to which, the Company agreed
to purchase finished products and raw materials including but not limited
to LED chips, LED power sources and LED lamp products from ETIC
and its subsidiaries on a non-exclusive basis. As ETIC is a substantial
shareholder of the Company, ETIC and its subsidiaries are connected
persons of the Company (as defined under the Listing Rules), and
the transactions between ETIC and its subsidiaries and the Company
constitute connected transactions under Chapter 14A of Listing Rules.
The quality, quantity and technical standards of the products delivered by
ETIC and its subsidiaries must meet the Company’s standards as set out
in the sub-contract for each purchase order. The prices charged by ETIC
and its subsidiaries will be agreed following arm’s length negotiations
between the parties with reference to the prevailing market price. The
term of the framework agreement is three years commencing on 1
January 2019. The Company entered into such purchase agreement
given the Group has a continuous demand for the relevant finished
products and raw materials in the next three years and the fees
charged by ETIC and its subsidiaries are competitive (please refer to the
Company’s announcement dated 10 December 2018 for details). In view
of the better-than-expected demand for ETIC’s products, the Company
expected that the original annual cap for the transactions under the ETIC
Purchase Agreement for the year ended 31 December 2019 will not be
sufficient to meet the Company’s requirements. Accordingly, the Board
approved to revise upward the annual cap for the transactions under the
ETIC Purchase Agreement for the year ended 31 December 2019 (please
refer to the Company’s announcement dated 21 August 2019 for details).

The maximum aggregate annual amounts payable by us to ETIC and its
subsidiaries under the ETIC Purchase Agreement for the year ended 31
December 2019 and the years ending 31 December 2020 and 2021 are
RMB180,000,000, RMB98,000,000 and RMB98,000,000, respectively.

During the Reporting Period, the actual amount paid by us to ETIC and
its subsidiaries under the ETIC Purchase Agreement was RMB78,502,000
which did not exceed the annual cap.
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New ETIC Sales Agreement

The Company entered into a framework sales agreement (the “New
ETIC Sales Agreement”’) on 10 December 2018 with ETIC, pursuant to
which, the Company agreed to sell finished products and raw materials
including but not limited to LED luminaire products to ETIC and its
associates on a non-exclusive basis. As ETIC is a substantial shareholder
of the Company, ETIC and its associates are connected persons of the
Company (as defined under the Listing Rules), and the transactions
between ETIC and its associates and the Company constitute connected
transactions under Chapter 14A of Listing Rules. The quality, quantity
and technical standards of the products delivered by the Group must
meet ETIC and its associates’ standards as set out in the sub-contract
for each sales order. The prices charged by the Group will be agreed
following arm’s length negotiations between the parties with reference to
the prevailing market price. The term of the framework agreement is three
years commencing on 1 January 2019. The Company entered into such
sales agreement given the continued demand for such finished products
and raw materials by ETIC and its associates in the next three years and
the fees paid/payable by ETIC and its associates are competitive (please
refer to the Company’s announcement dated 10 December 2018 for
details).

The maximum aggregate annual amounts receivable by us from ETIC and
its subsidiaries under the New ETIC Sales Agreement for the year ended
31 December 2019 and the years ending 31 December 2020 and 2021
are RMB98,000,000, RMB98,000,000 and RMB98,000,000, respectively.

During the Reporting Period, the actual amount received by us from
ETIC and its subsidiaries under the New ETIC Sales Agreement was
RMB4,344,000 which did not exceed the annual cap.
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The Lease Agreement |

The Company entered into a lease agreement on 10 December 2018 with
ETIC, pursuant to which the Group agrees to lease certain properties
from ETIC and its associates (the “Lease Agreement I”). As ETIC is a
substantial shareholder of the Company, ETIC and its associates are
connected persons of the Company (as defined under the Listing Rules),
and the transactions between ETIC and its associates and the Company
constitute connected transactions under Chapter 14A of Listing Rules.
Details of each properties to be leased will be set out in the sub-contract
for each lease. The rent charged by ETIC and its associates will be
agreed following arm’s length negotiations between the parties with
reference to the prevailing market price. The term of the Lease Agreement
| is three years commencing on 1 January 2019. The Company decided
to enter into the Lease Agreement | given the Group has a continuous
demand for the relevant properties in the next three years and the rent
charged by ETIC and its associates are competitive (please refer to the
Company’s announcement dated 10 December 2018 for details).

The maximum aggregate annual amounts paid by us to ETIC and
its associates under the Lease Agreement | for the year ended 31
December 2019 and the years ending 31 December 2020 and 2021 are
RMB5,000,000, RMB5,000,000 and RMB5,000,000, respectively.

During the Reporting Period, the actual amount paid by us to ETIC and
its subsidiaries under the Former Lease Agreement | was RMB471,000
which did not exceed the annual cap.

The Lease Agreement Il

The Company entered into a lease agreement on 10 December 2018 with
ETIC, pursuant to which the Group agrees to lease certain properties
to ETIC and its associates (the “Lease Agreement II”). As ETIC is a
substantial shareholder of the Company, ETIC and its associates are
connected persons of the Company (as defined under the Listing Rules),
and the transactions between ETIC and its associates and the Company
constitute connected transactions under Chapter 14A of Listing Rules.
Details of each properties to be leased will be set out in the sub-contract
for each lease. The rent charged by the Group will be agreed following
arm’s length negotiations between the parties with reference to the
prevailing market price. The term of the Lease Agreement Il is three years
commencing on 1 January 2019. The Company entered into the Lease
Agreement Il given ETIC and its associates have a continuous demand
for such properties in the next three years and the rent paid/payable by
ETIC and its associates are competitive (please refer to the Company’s
announcement dated 10 December 2018 for details).
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The maximum aggregate annual amounts received by us from ETIC and
its associates under the Lease Agreement Il for the years ended 31
December 2019 and 2020 and the year ending 31 December 2021 are
RMB5,000,000, RMB5,000,000 and RMB5,000,000, respectively.

During the Reporting Period, the actual amount received by us from
ETIC and its subsidiaries under the Former Lease Agreement Il was
RMB977,000 which did not exceed the annual cap.

Transportation and Warehousing Services Framework
Agreement

The Company entered into a transportation and warehousing services
framework agreement (the “ETIC Transportation and Warehousing
Services Framework Agreement”) on 22 December 2017 with ETIC,
pursuant to which the Group agrees to provide transportation and
warehousing services to ETIC and its associates. As ETIC is a substantial
shareholder of the Company, ETIC and its associates are connected
persons of the Company (as defined under the Listing Rules), and
the transactions between ETIC and its associates and the Company
constitute connected transactions under the Chapter 14A of Listing
Rules. Individual agreements will be entered into between the parties
with respect to the specific services pursuant to the terms of the ETIC
Transportation and Warehousing Services Framework Agreement. Such
individual agreements will be entered in the ordinary and usual course of
business and on normal commercial terms. The payment arrangement
should be provided in the individual agreements. The prices charged
by the Group will be agreed upon arm’s length negotiations between
the parties with reference to the prevailing market price. The term of
the ETIC Transportation and Warehousing Services Framework is three
years commencing from 1 January 2018. The entering of the ETIC
Transportation and Warehousing Services Framework Agreement will
enable the Company to (i) enhance the customer base in the field of
transportation and warehousing services; and (i) expand sources of
income by providing transportation and warehousing services (please
refer to the Company’s announcement dated 22 December 2017 for
details).

The maximum aggregate annual amounts receivable by us from ETIC
and its associates under the ETIC Transportation and Warehousing
Services Framework Agreement for the years ended 31 December 2018,
and 2019 and the year ending 31 December 2020 are RMB60,000,000,
RMB80,000,000 and RMB100,000,000, respectively.

During the Reporting Period, we did not have any transaction with ETIC
under the ETIC Transportation and Warehousing Services Framework
Agreement.
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Sales Framework Agreement with Sichuan NVC

The Company entered into a sales framework agreement (the “Sales
Framework Agreement with Sichuan NVC”) on 20 December 2018
with Sichuan NVC, pursuant to which the Group agrees to sell finished
products and raw materials including but not limited to LED luminaire
products to Sichuan NVC and its associates on a non-exclusive basis.
Sichuan NVC is an associate of Mr. YE Yong, a non-executive Director
of the Company, as the spouse of Mr. YE Yong is interested in over 30%
equity interests of Sichuan NVC. Therefore, Sichuan NVC is a connected
person of the Company under Chapter 14A of the Listing Rules, and
accordingly, the proposed transactions under the Sales Framework
Agreement with Sichuan NVC constitute connected transactions of the
Company under the Listing Rules. Individual agreements will be entered
into between the parties with respect to the specific finished products
and raw materials pursuant to the terms of the Sales Framework
Agreement with Sichuan NVC. Such individual agreements will be entered
in the ordinary and usual course of business and on normal commercial
terms. The payment arrangement should be provided in the individual
agreements. The prices charged by the Group for the finished products
and raw materials will be agreed upon arm’s length negotiations between
the parties with reference to the prevailing market prices. The term
of the Sales Framework Agreement with Sichuan NVC is three years
commencing from 1 January 2019. The Company entered into such sales
framework agreement given the continued demand for such finished
products and raw materials by Sichuan NVC and its associates in the
next three years and the fees paid/payable by Sichuan NVC and its
associates are competitive (please refer to the Company’s announcement
dated 20 December 2018 for details).

The maximum aggregate annual amounts receivable by us under the
Sales Framework Agreement with Sichuan NVC for the year ended 31
December 2019 and the years ending 31 December 2020 and 2021 are
RMB38,000,000, RMB39,000,000 and RMB38,000,000, respectively.

During the Reporting Period, we did not have any transaction with
Sichuan NVC under the Sales Framework Agreement.
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Transportation and Warehousing Services Framework
Agreement with Sichuan NVC

The Company entered into a transportation and warehousing
services framework agreement (the “Sichuan NVC Transportation and
Warehousing Services Framework”) on 20 December 2018 with Sichuan
NVC, pursuant to which the Group agreed to provide transportation
and warehousing services to Sichuan NVC and its associates on a non-
exclusive basis. Sichuan NVC is an associate of Mr. YE Yong, a non-
executive Director of the Company, as the spouse of Mr. YE Yong is
interested in over 30% equity interests of Sichuan NVC. Therefore,
Sichuan NVC is a connected person of the Company under Chapter
14A of the Listing Rules, and accordingly, the proposed transactions
under the Sichuan NVC Transportation and Warehousing Services
Framework constitute connected transactions of the Company under
the Listing Rules. The quality, quantity and technical standards of
the services delivered by the Group must meet Sichuan NVC and its
associates’ standards as set out in the sub-contract for each service
order. The prices charged by the Group will be agreed upon arm’s length
negotiations between the parties with reference to the prevailing market
price. The term of the Sichuan NVC Transportation and Warehousing
Services Framework is three years commencing from 1 January 2019.
The Company entered into such Sichuan NVC Transportation and
Warehousing Services Framework Agreement given the continued
demand for such services by Sichuan NVC and its associates in the next
three years and the fees paid/payable by Sichuan NVC and its associates
are competitive (please refer to the Company’s announcement dated 20
December 2018 for details).

The maximum aggregate annual amounts receivable by us under the
Sichuan NVC Transportation and Warehousing Services Framework
Agreement for the year ended 31 December 2019 and the years ending
31 December 2020 and 2021 are RMB1,900,000, RMB2,000,000 and
RMB2,100,000, respectively.

During the Reporting Period, we did not have any transaction with
Sichuan NVC arising from the Sichuan NVC Transportation and
Warehousing Services Framework Agreement.
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Confirmation on Continuing Connected Transactions

Pursuant to rule 14A.55 of the Listing Rules, the above continuing
connected transactions have been reviewed by the independent non-
executive Directors, who confirmed that these continuing connected
transactions were entered into:

(i) in the ordinary and usual course of business of the Group;
(if) on normal commercial terms or better; and

(iii) according to relevant agreements governing them on terms that
were fair and reasonable and in the interests of the shareholders
of the Company as a whole.

The Company’s auditor was engaged to report on the Group’s the
connected transactions in accordance with Hong Kong Standard on
Assurance Engagements 3000 “Assurance Engagements Other Than
Audits and Reviews of Historical Financial Information” and with reference
to Practice Note 740 “Auditor’s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules” issued by the Hong
Kong Institute of Certified Public Accountants. The auditor has issued a
letter containing a conclusion that the continuing connected transactions
disclosed by the Group above have no non-compliance with Rule 14A.56
of Listing Rule. The auditor’s letter has confirmed that nothing has
come to their attention that causes them to believe that the continuing
connected transactions:

(i) have not been approved by the Board;

(ii) were not, in all material respects, in accordance with the pricing
policies of the Group as stated in this annual report;

(iii) were not entered into, in all material respects, in accordance with
the relevant agreements governing the continuing connected
transactions; and

(iv) have exceeded their respective annual caps for the financial year
ended 31 December 2020 set out in the previous announcements
of the Company.

A copy of the auditor’s letter has been submitted by the Company to the
Stock Exchange.
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During the year ended 31 December 2020, the Group entered into
certain transactions with “related parties” as defined under the applicable
accounting standards, which include transactions that constitute
continuing connected transactions for which the disclosure requirements
under Chapter 14A of the Listing Rules have been complied with. Details
of the material related party transactions are disclosed in note 43 to the
consolidated financial statements of this annual report.

Disclosures pursuant to Rules 13.21 and13.22 of
the Listing Rules

The Board is not aware of any circumstances resulting in the
responsibility of disclosure under Rules 13.21 and 13.22 of the Listing
Rules.

Remuneration Policy

The Group’s remuneration policy is to compensate our employees based
on their performance, qualifications and our results of operations.

The emoluments of our Directors and senior management are determined
by our Remuneration Committee with reference to our results of
operations, their individual performance and the comparable market
statistics.

The Company was not aware of any arrangement under which a
Director has waived or agreed to waive any emoluments. Details of
the remuneration of the Directors and the Group’s five highest-paid
individuals are set out in note 15 and note 16 to the consolidated
financial statements on pages 263 to 267 of this annual report,
respectively.

Housing Fund and Pension Scheme

According to the relevant PRC laws and regulations, the Group’s
subsidiaries operating in the PRC are required to participate in the
housing fund and the contribution pension scheme operated by local
governments. Under these schemes, the Group is required to pay to
the contribution pension scheme based on a certain percentage of the
remuneration of its employees. The only obligation of the Group with
respect to the housing fund and pension scheme is to make the required
contributions under the scheme. Contributions made under the housing
fund and pension scheme are charged in the statements of profit or loss
as incurred.
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The Group operates a Mandatory Provident Fund Scheme (“MPF
Scheme”) for all qualifying employees in Hong Kong under the Mandatory
Provident Fund Scheme Ordinance. The assets of the MPF Scheme are
held separately from those of the Group, in funds under the control of an
independent trustee. Under the rules of the MPF Scheme, the employer
and its employees are each required to make contributions to the scheme
at rates specified in the rules. The only obligation of the Group with
respect to the MPF Scheme is to make the required contributions under
the Scheme.

The Group also participates in defined contribution retirement scheme
organised by the relevant local government authorities in the United
States, Japan and Vietnam etc.. Certain employees of the Group eligible
for participating in the retirement schemes are entitled to retirement
benefits from the scheme. The Group is required to make contributions
to the retirement scheme up to the time of the retirement of the eligible
employees, excluding those employees who resign before retirement, at a
percentage that is specified by the local government authorities.

The Company may not utilise any forfeited contributions in order to make
fewer contributions than the current amounts.

During the Reporting Period, the Group’s contributions to the
housing fund and pension scheme from continuing operations were
RMB15,265,000. Details of the Group’s contributions to the housing
fund and pension scheme are set out in note 13 on page 260 to the
consolidated financial statements of this annual report.

Management Contracts

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the Reporting Period.

Charitable Contributions

During the Reporting Period, the Group made donations of approximately
RMB250,000 from the continuing operations.

Major Customers and Suppliers

During the Reporting Period, the revenue from the sales of goods or
rendering of services to our largest customer and top five customers
accounted for 27% and 68% of the Group’s total revenue respectively;
and the purchases of goods and services from our largest suppliers
and top five suppliers accounted for 12% and 42% of the Group’s total
purchase respectively.
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During the Reporting Period, one of our top 5 suppliers is controlled by a
substantial shareholder of the Company, from which the Group purchased
finished products and raw materials. Please refer to certain continuing
connected transactions as disclosed in the section headed “Continuing
Connected Transactions Exempted from Independent Shareholders’
Approval” in this report for details. Save as disclosed above, none of
the Directors or their respective associates (as defined under the Listing
Rules) or any shareholder (which to the knowledge of the Directors owns
more than 5% of the number of issued shares of the Company) had, at
any time during the Reporting Period, a beneficial interest in any of the
Group’s five largest customers or five largest suppliers.

Compliance with the Code on Corporate
Governance Practices and the Code on Corporate
Governance

During the Reporting Period, the Company had complied with the
principles and codes provisions set out in the Corporate Governance
Code, except for code provision A.5.1. Please refer to “Corporate
Governance Report” on pages 73 to 94 of this annual report for further
details.

Model Code for Securities Transactions

The Company has adopted the Model Code as its code of conduct
regarding Directors’ securities transactions. Specific enquiry has been
made to all Directors, and all of them have confirmed that they have
complied with all relevant requirements as set out in the Model Code
during the Reporting Period.

Audit Committee

The Audit Committee of the Company has reviewed the audited
consolidated financial statements of the Group for the year ended 31
December 2020.
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Auditor

On 9 October 2020, BDO Limited (“BDQ”) resigned as the auditor of the
Company. On 14 October 2020, the Board resolved to appoint Deloitte
Touche Tohmatsu (“Deloitte”) as the external auditor of the Company to
fill the vacancy following the resignation of BDO and to hold office until
conclusion of the next annual general meeting of the Company.

The figures in respect of the Group’s consolidated statement of financial
position, consolidated statement of profit or loss and consolidated
statement of profit or loss and other comprehensive income and the
consolidated statement of changes in equity and the related notes thereto
for the year ended 31 December 2020 as set out in this annual report
have been audited by Deloitte, to the amounts set out in the Group’s
audited consolidated financial statements for the year.

A resolution to re-appoint Deloitte as our auditor will be submitted for
Shareholders’ approval at forthcoming annual general meeting.

Save as disclosed above, there have been no other changes of
independent auditor for the preceding three years.

By order of the Board
Chairman
WANG Donglei

Hong Kong
31 March 2021
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Corporate Governance Report

The Board presents this Corporate Governance Report in the Group’s
annual report for the year ended 31 December 2020.

Corporate Governance Practices

The Board is committed to achieving high corporate governance
standards.

The Company’s corporate governance practices are based on the
principles and code provisions as set out in the CG Code.

The Board believes that high corporate governance standards are
essential in providing a framework for the Group to safeguard the
interests of shareholders, enhance corporate value, formulate its business
strategies and policies, and enhance its transparency and accountability.

The Board are of the opinion that, during the Reporting Period, the
Company had complied with the principles and code provisions as set
out in the CG Code, except for Code Provision A.5.1 which requires
that, inter alia, nomination committee established by a listed issuer
should comprise a majority of independent non-executive directors.
On 12 June 2020, Mr. WEI Hongxiong retired as an independent non-
executive Director, he therefore ceased to act as, inter alia, a member of
the nomination committee of the Board (the “Nomination Committee”).
Consequently, the number of members of the Nomination Committee
was reduced from three to two and thus failed to meet the composition
requirement of the nomination committee under Code Provision A.5.1.
Subsequently, Mr. JIA Hongbo was appointed as an independent non-
executive Director and also appointed as, inter alia, a member of the
Nomination Committee with effect from 17 July 2020. Since then,
the Company has complied with the composition requirement of the
nomination committee under Code Provision A.5.1.

Model Code for Securities Transactions

The Company has adopted the Model Code which was set out in
Appendix 10 to the Listing Rules as its code of conduct regarding
directors’ securities transactions.

Specific enquiry has been made to all the Directors and all of them have
confirmed that they have complied with the Model Code throughout the
year ended 31 December 2020.

The Company has also established written guidelines no less exacting
than the Model Code for securities transactions by the relevant
employees who are likely to be in possession of unpublished price-
sensitive information of the Company (the “Employees Written
Guidelines”).
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EEERERS

The Company is not aware of any incident of non-compliance of the
Employees Written Guidelines by the relevant employees.

Board of Directors

The Company is headed by an effective Board which oversees the
Group’s businesses, strategic decisions and performance and takes
decisions objectively in the best interests of the Company.

The Board should regularly review the contribution required from a
Director to perform his/her responsibilities to the Company, and whether
the Director is spending sufficient time performing them.

Board Composition

During the Reporting Period and up to the date of this annual report, the

Board comprises the following Directors:

Executive Directors WANG Donglei (Chairman)'é

CHAN Kim Yung, Eva (Vice chairman
and chief executive officer)

XIAO Yu

Non-executive Directors WANG Dongming’

WANG Keven Dun’

YE Yong
Independent LEE Kong Wai, Conway
Non-executive WANG Xuexian
Directors JIA Hongbo

(appointed on 17 July 2020)
WEI Hongxiong

(retired on 12 June 2020)
SU Ling

(retired on 12 June 2020)

! Re-designated from executive Director to non-executive Director
on 20 May 2020.

2 Re-designated from non-executive Director to executive Director
on 17 July 2020

The biographical information of the existing Directors are set out in the

section headed “Directors and Senior Management” on pages 36 to 48 of
this annual report.

NVC International Holdings Limited 2020 Annual Report

FRBAEANEEFAEREERETEE
EEESINESF-

EFg

FAATHSMNEFTERE HEEEKE
FEEED RBRARRKRER LERZHT
EOFMFRRAN AR ATNRENm -

EFeERRNESNETEEARIN
BERFMAFENER  UREEERA
RHFREUBTZERE-

EETREB

RREFEARBEAFHRAR EFE

MU TESAEM :

WITESE ILEEFR)
BEEFRK

BEE#HITE)

FHITESE

B\ILIF]IT
BEX

=BG
Fedg
BALK
(20207517 H EZ(E)
MR
(202046512 H R 1E)

(F*20204F6/5 12 H R 1E)

1 FL2020F5 H20 H AT EFAERIER

TEE-

2 R2020FE7B17THRIEFHITEERBEIAH
TES

REEFNEREEMHENAFREICER
ABEEEZREMEEE I —f-



Corporate Governance Report

The relationships between the Directors are disclosed in the respective
Director’s biography under the section “Directors and Senior
Management” on pages 36 to 48 of this annual report.

Chairman and Chief Executive Officer

Code Provision A.2.1 of the CG Code stipulates that the roles of
chairman and chief executive officer should be separate and should not
be performed by the same individual.

During the Reporting Period, Mr. WANG Donglei serves as the chairman
of the Company and Ms. CHAN Kim Yung, Eva serves as the chief
executive officer of the Company. The Company had fully complied with
the principles and Code Provisions A.2.1 as set out in the CG Code.

Independent Non-executive Directors

Rule 3.10(1) and 3.10A of Listing Rules required every board of
directors of a listed issuer must including at least three independent
non-executive directors and an issuer must appoint independent non-
executive directors representing at least one-third of the board. On 12
June 2020, Mr. WEI Hongxiong and Mr. SU Ling retired as independent
non-executive Directors. Following their retirements, the Board comprised
eight Directors, two of whom are independent non-executive Directors.
The number of independent non-executive Directors at that time fell
below the minimum number required under Rule 3.10(1) and 3.10A of
the Listing Rules. On 17 July 2020, Mr. JIA Hongbo was appointed as an
independent non-executive Director. With the appointment of Mr. JIA as
independent non-executive Director, the Company has fully complied with
the minimum number of independent non-executive directors requirement
under Rule 3.10(1) and 3.10A of the Listing Rules. Since then, the Board
met the requirements of the Listing Rules relating to the appointment
of at least three independent non-executive Directors representing one-
third of the Board. One of them is possessing appropriate professional
qualifications or accounting or related financial management expertise.

The Company has received written annual confirmation from each of the
independent non-executive Directors, namely Mr. LEE Kong Wai, Conway,
Mr. WANG Xuexian, Mr. JIA Hongbo in respect of their independence in
accordance with the independence guidelines set out in Rule 3.13 of the
Listing Rules. The Company considers all independent non-executive
Directors were independent from their respective date of appointment to
31 December 2020.
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Appointment and Re-election of Directors

Code Provision A.4.1 of the CG Code stipulates that Non-executive
directors shall be appointed for a specific term, subject to re-election,
while Code Provision A.4.2 of the CG Code states that all directors
appointed to fill a casual vacancy should be subject to election by
shareholders at the first general meeting after appointment and that every
director, including those appointed for a specific term, should be subject
to retirement by rotation at least once every three years.

The procedures and process of appointment, re-election and removal
of directors are laid down in the Company’s Articles of Association.
The Nomination Committee is responsible for reviewing the Board
composition, developing and formulating the relevant procedures for
nomination and appointment of directors, monitoring the appointment
and succession planning of directors and assessing the independence of
independent non-executive directors.

Each of the executive Directors has entered into a service contract with
the Company for a term of three years with effect from their respective
date of appointment unless terminated by not less than three months’
written notice served by either the executive Directors or the Company.

Each of the non-executive Directors and independent non-executive
Directors has signed an appointment letter with the Company for a term
of three years with effect from their respective date of appointment unless
terminated by not less than three months’ written notice served by either
the non-executive Directors/independent non-executive Directors or the
Company.

The above appointments are subject to the provisions of retirement and
rotation of Directors under the Company’s Articles of Association.
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In accordance with Article 83(3) of the Company’s Articles of Association,
any new director appointed to fill a causal vacancy shall submit himself/
herself for re-election by shareholders at the first general meeting after
appointment, any new director appointed as an addition to the Board
shall submit himself/herself for re-election by shareholders at the next
following annual general meeting after appointment. And in accordance
with Article 84(1) and (2) of the Company’s Articles of Association, at
each annual general meeting one-third of the directors for the time being
(or, if their number is not a multiple of three, 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 at an annual general meeting
at least once every three years. A retiring director shall be eligible for re-
election and shall continue to act as a director throughout the meeting
at which he retires. The directors to retire by rotation shall include (so far
as necessary to ascertain the number of directors to retire by rotation)
any director who wishes to retire and not to offer himself/herself for re-
election. Any further directors so to retire shall be those of the directors
subject to retirement by rotation who have been longest in office since
their last re-election or appointment and so that as between persons who
became or were last re-elected directors on the same day those to retire
shall (unless they otherwise agree among themselves) be determined by
lot. Accordingly, Mr. WANG Dongming, Mr. WANG Keven Dun, Mr. WANG
Xuexian and Mr. JIA Hongbo will retire at the forthcoming annual general
meeting and being eligible, will offer themselves for re-election at the
Annual General Meeting. None of the Directors who is proposed for
re-election at the forthcoming annual general meeting or any other
Directors has a service contract with us that is not determinable by the
Company or any of its subsidiaries within one year without payment of
compensation (other than statutory compensation).

Responsibilities, Accountabilities and Contributions of the
Board and Management

The Board should assume responsibility for leadership and control of the
Company; and is collectively responsible for directing and supervising the
Company’s affairs.

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

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

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

The Directors shall disclose to the Company details of other offices held
by them and the Board regularly reviews the contribution required from
each Director to perform his/her responsibilities to the Company.

The Board reserves for its decision all major matters relating to policy
matters, strategies and budgets, internal control and risk management,
material transactions (in particular those that may involve conflict of
interests), financial information, appointment of Directors and other
significant operational matters of the Company.

Responsibilities relating to implementing decisions of the Board, directing
and co-ordinating the daily operation and management of the Company
are delegated to the chief executive officer and the senior management.
The delegated functions and work tasks are periodically reviewed.
Approval has to be obtained from the Board prior to any significant
transactions entered into by the abovementioned officers.

Continuous Professional Development of Directors

Directors shall keep abreast of regulatory developments and changes in
order to effectively perform their responsibilities and to ensure that their
contribution to the Board remains informed and relevant.

Every newly appointed Director will receive a formal and comprehensive
induction on the first occasion of his/her appointment to ensure
appropriate understanding of the business and operations of the
Company and full awareness of Director’s responsibilities and obligations
under the Listing Rules and relevant statutory requirements.

Directors should participate in appropriate continuous professional
development to develop and refresh their knowledge and skills. Internally-
facilitated briefings for Directors would be arranged and reading material
on relevant topics would be provided to Directors where appropriate.
All Directors are encouraged to attend relevant training courses at the
Company’s expenses.
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The records of continuous professional development relating to director’s
duties, regulatory requirements and business development that have
been received by the Directors for the year ended 31 December 2020 are

summarised as follows:

Name of Directors

EEgs
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Type of Training "o’
e

Executive Directors
WANG Donglei
CHAN Kim Yung, Eva
XIAO Yu

Non-executive Directors
WANG Dongming

WANG Keven Dun

YE Yong

Independent Non-executive Directors
LEE Kong Wai, Conway

WANG Xuexian

JIA Hongbo

WEI Hongxiong (Note 2)

SU Ling (Note 2)
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Notes:
1. Types of Training
A Attending training sessions, including but not limited to,
briefings, seminars, conferences and workshops
B: Reading relevant news alerts, newspapers, journals,
magazines and relevant publications
2. Mr. WEI Hongxiong and Mr. SU Ling retired on 12 June 2020.
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Board Committees

The Board has established the following committees, namely the Audit
Committee, Remuneration Committee, Nomination Committee, Strategy
and Planning Committee and Independent Investigations Committee
(formally dissolved on 25 August 2020 since its function have already
been completed), for overseeing particular aspects of the Company’s
affairs. The terms of reference of the Audit Committee, Remuneration
Committee and Nomination Committee are posted on the Company’s
website and the Stock Exchange’s website and are available to
shareholders upon request.

The majority of the members of Audit Committee, Remuneration
Committee and Nomination Committee are independent non-executive
Directors.

Audit Committee

The terms of reference of the Audit Committee are of no less exacting
terms than those set out in the CG Code. The primary duties of the Audit
Committee include maintaining relationship with the auditor of the Group,
reviewing financial information of the Group, supervising the financial
reporting system, risk management and internal control system of the
Group, and the duties of corporate governance delegated by the Board.

During the Reporting Period, the Audit Committee held three meetings
to review the annual financial results for the year ended 31 December
2019, the interim results and reports for the period ended 30 June 2020
and to review significant issues on the financial reporting, operational
and compliance controls, the effectiveness of the risk management
and internal control systems and internal audit function, appointment
of external auditor and engagement of non-audit services and relevant
scope of works connected transactions and arrangements for employees
to raise concerns about possible improprieties, and to recommend the
change of auditor of the Company.

The Audit Committee also met the external auditor twice.
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Rule 3.21 of the Listing Rules requires the Audit Committee to comprise
a minimum of three members with independent non-executive Directors
in majority and at least one member with appropriate professional
qualifications or accounting or related financial management expertise.
On 12 June 2020, Mr. SU Ling ceased to act as a member of the
Audit Committee. Following the cessation, the members of the Audit
Committee decreased from three to two, falling below the minimum
number of three required under the terms of reference of the Audit
Committee. The Company also failed to meet the composition
requirement of the audit committee under Rule 3.21 of the Listing Rules.
On 17 July 2020, Mr. JIA Hongbo was appointed as a member of the
Audit Committee, With the appointment, the Company has complied with
the composition requirement of the Audit Committee under Rule 3.21 of
the Listing Rules.

As of the date of this annual report, the Audit Committee consists of three
members, namely, Mr. LEE Kong Wai, Conway, Mr. WANG Xuexian and
Mr. JIA Hongbo, all of them are independent non-executive Directors. Mr.
LEE Kong Wai, Conway, with appropriate professional qualifications and
accounting or related finance management expertise, is the chairman of
the Audit Committee.

Remuneration Committee

The terms of reference of the Remuneration Committee are of no
less exacting terms than those set out in the CG Code. The primary
functions of the Remuneration Committee include reviewing and making
recommendations to the Board on the remuneration packages of
individual Directors and senior management, the remuneration policy
and structure for all Directors and senior management; and establishing
transparent procedures for developing such remuneration policy and
structure to ensure that no Director or any of his/her associates will
participate in deciding his/her own remuneration.

The Remuneration Committee adopted the model set out in item
(i) under the code provision B.1.2(c) of the CG Code, i.e., making
recommendations to the Board on the remuneration packages of
individual executive Directors and senior management.

During the Reporting Period, the Remuneration Committee met once
to review and make recommendation to the Board on the remuneration
policy and structure of the Company, and the performance and
the remuneration packages of the executive Directors and senior
management, and review the terms of executive Directors’ service
contracts and other related matters, including recommending the
reduction of directors’ remunerations during the Reporting Period.
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Rule 3.25 of the Listing Rules requires an issuer to establish a
Remuneration Committee chaired by independent non-executive Director
and comprising a majority of independent non-executive Directors. On
12 June 2020, Mr. WEI Hongxiong ceased to act as the chairman of the
Remuneration Committee. Following the cessation, the members of the
Remuneration Committee decreased from three to two, falling below
the minimum number of three required under the terms of reference of
the Remuneration Committee. The Company also failed to meet the
composition and chairman requirement of the remuneration committee
under Rule 3.25 of the Listing Rules. On 17 July 2020, Mr. LEE Kong Wai,
Conway be re-designated from a member of Remuneration Committee to
the Chairman of the Remuneration Committee while Mr. WANG Xuexian
was appointed as a member of the Remuneration Committee. With these
re-designation and appointment, the Company has complied with the
composition and chairman requirement of the Remuneration Committee
under Rule 3.25 of the Listing Rules.

As of the date of this annual report, the Remuneration Committee
consists of three members, namely, executive Director Ms. CHAN Kim
Yung, Eva, independent non-executive Director Mr. LEE Kong Wai,
Conway and independent non-executive Director Mr. WANG Xuexian,
respectively. Mr. LEE Kong Wai, Conway is the chairman of the
Remuneration Committee.

In addition to the information about remuneration disclosed in note
15 and note 16 to the consolidated financial statements on pages
263 to 267 of this annual report, the remuneration of the other senior
management of the Company falls in the following bands:
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Number of Members
of Senior Management
SHREEBEBAY

Nil to HK$1,000,000

HK$1,000,001 to HK$1,500,000
HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000
HK$2,500,001 to HK$3,000,000

£ %1,000,0007% 75
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Nomination Committee

The terms of reference of the Nomination Committee are of no less
exacting terms than those set out in the CG Code. The primary duties
of the Nomination Committee include reviewing the Board composition,
developing and formulating relevant procedures for the nomination and
appointment of Directors, making recommendations to the Board on the
appointment and succession planning of Directors, and assessing the
independence of independent non-executive Directors.

In assessing the Board composition, the Nomination Committee
would take into account various aspects as well as factors concerning
Board diversity as set out in the Company’s Board Diversity Policy.
The Nomination Committee would discuss and agree on measurable
objectives for achieving diversity on the Board, where necessary, and
recommend them to the Board for adoption.

In identifying and selecting suitable candidates for directorships, the
Nomination Committee would consider the candidate’s relevant criteria
as set out in the Director Nomination Policy below that are necessary to
complement the corporate strategy and achieve Board diversity, where
appropriate, before making recommendation to the Board.

During the Reporting Period, the Nomination Committee met twice
to review the structure, size and composition of the Board (including
the re-designation of Directors during the Reporting Period) and the
independence of the independent non-executive Directors, and to
consider the qualifications of the retiring Directors standing for election at
the Annual General Meeting. The Nomination Committee considered an
appropriate balance of diversity perspectives of the Board is maintained.

Code Provision A.5.1 of the CG Code requires an issuer to establish
a Nomination Committee chaired by the chairman of the board or
an independent non-executive Director and comprises a majority of
independent non-executive Directors. On 12 June 2020, Mr. WEI
Hongxiong ceased to act as a member of the Nomination Committee.
Following the cessation, the members of the Nomination Committee
decreased from three to two, falling below the minimum number of three
required under the terms of reference of the Nomination Committee.
The Company also failed to meet the composition requirement of the
Nomination Committee under Code Provision A.5.1 of the CG Code.
On 17 July 2020, Mr. JIA Hongbo was appointed as a member of
the Nomination Committee. With the appointment, the Company has
complied with the composition requirement of the Nomination Committee
under Code Provision A.5.1 of the CG Code.

EXERKRS

RHEET

RLZEGNBELENRTREERTH
REXEATRMEINRTLE-RLEE
CNIERSEERIEZTGNRE &
BRhGERDKRETEENEBER 5
EEZZARMBEFINESERMHAER
MR sHE B IFRITESHBILIE -

FEHEFSENERT RLEETETERE
ARBEFEMEZTIEBRATINE RS
EFENEZSTENARATEKRER &
LEETENRAMNEFENES TR
ELEREMAH WFR) URZEFT
R4 o

ENERKEFRDEZTCTEERREANGR
REZECNEETRHERZMN TZRE
AUTHNRESRABREAOERMS
NEeabxRBREMEFEMES T
(WER) °

RBREFERN RLEZEGRTMREH
DN EFgERE - AR RER (BFEN K
SFEEMNESHAD URBILFRITEEN
B URERRERREBFRE LEE
BEENREEENER - RLEZEEEIR R
EFEEHERBETANZ TIERM-

TEEBTAMNTFAKEXEALIRREE
BOANBRIRREES HERTSTERE
NBIUIERTESHITETERBEILIERT
EEBGAZEH - N2020F6H12H  # R
MEERBETRLESEGRE - R EEH
TH IBRLEEEHEHR=ZABREMRA
DRIEREESHEERSRL = AR
EeRANBDRATEEEEATHHNTR
BXEALAETIRLEESHMEMBT
R2020F7H17H  BALK £ B R T AR
LEEGHE -BELBESZE ARATER
SEEEATANTANEEAL 1E TR
LELEEERERRE -

BTERZERERAST 2020FH

83




Corporate Governance Report

EEERERS

As of the date of this annual report, the Nomination Committee consists
of three members, namely, executive Director and chairman of the
Company Mr. WANG Donglei, independent non-executive Director Mr.
LEE Kong Wai, Conway and independent non-executive Director Mr.
JIA Hongbo, respectively. Mr. WANG Donglei is the chairman of the
Nomination Committee.

Board Diversity Policy

The Company has adopted a Board Diversity Policy which sets out the
approach to achieve diversity of the Board. The Company recognises
and embraces the benefits of having a diverse Board and sees increasing
diversity at the Board level as an essential element in maintaining the
Company’s competitive advantage.

Pursuant to the Board Diversity Policy, the Nomination Committee will
review annually the structure, size and composition of the Board and
where appropriate, make recommendations on changes to the Board
to complement the Company’s corporate strategy and to ensure that
the Board maintains a balanced diverse profile. In relation to reviewing
and assessing the Board composition, the Nomination Committee
is committed to diversity at all levels and will consider a number of
aspects, including but not limited to gender, age, cultural and educational
background, professional qualifications, skills, knowledge and regional
and industry experience.

The Company aims to maintain an appropriate balance of diversity
perspectives that are relevant to the Company’s business growth and is
also committed to ensuring that recruitment and selection practices at all
levels (from the Board downwards) are appropriately structured so that a
diverse range of candidates are considered.

The Board will consider setting measurable objectives to implement the
Board Diversity Policy and review such objectives from time to time to
ensure their appropriateness and ascertain the progress made towards
achieving those objectives.

At present, the Nomination Committee considered that the Board is
sufficiently diverse and the Board has not set any measurable objectives.
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The Nomination Committee reviews the Board Diversity Policy, as
appropriate, to ensure its effectiveness.

Director Nomination Policy

The Board has delegated its responsibilities and authority for selection
and appointment of Directors to the Nomination Committee of the
Company.

The Company has adopted a Director Nomination Policy which sets out
the selection criteria and process and the Board succession planning
considerations in relation to nomination and appointment of Directors of
the Company and aims to ensure that the Board has a balance of skills,
experience and diversity of perspectives appropriate to the Company and
the continuity of the Board and appropriate leadership at Board level.

The Director Nomination Policy sets out the factors for assessing the
suitability and the potential contribution to the Board of a proposed
candidate, including but not limited to the following:

. Character and integrity;

o Qualifications including professional qualifications, skills,
knowledge and experience that are relevant to the Company’s
business and corporate strategy;

. Diversity in all aspects, including but not limited to gender,
age (18 years or above), cultural and educational background,
ethnicity, professional experience, skills, knowledge and length of
service;

. Requirements of independent non-executive Directors on the
Board and independence of the proposed independent non-
executive Directors in accordance with the Listing Rules; and

o Commitment in respect of available time and relevant interest
to discharge duties as a member of the Board and/or Board
committee(s) of the Company.

The Director Nomination Policy also sets out the procedures for the
selection and appointment of new Directors and re-election of Directors
at general meetings.

The Nomination Committee reviews the Director Nomination Policy, as
appropriate, to ensure its effectiveness.
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Strategy and Planning Committee

The primary function of the Strategy and Planning Committee is to
propose and formulate the strategic development plan of the Company
for the Board’s consideration.

As of the date of this annual report, the Strategy and Planning Committee
consists of four members, namely, executive Director Mr. WANG Donglei,
executive Director Mr. XIAO Yu, executive Director Ms. CHAN Kim
Yung, Eva and independent n