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ESG STRATEGY AND REPORTING

This Report is prepared in accordance with the “Corporate
Governance Code and Corporate Governance Report” and
“Environmental, Social and Governance Reporting Guide” of
Appendices 14 and 27 respectively of the Hong Kong Listing
Rules. This Report covers reporting on environmental, social and
corporate governance (“ESG”) issues of the Group’s businesses
comprising of retail and wholesale trading of watches, and
watch supply chain management of its house brands and where
meaningful provides y-o-y comparisons.

The Board acknowledges that it has overall responsibility for
the Group’s ESG strategy and reporting. The Board is further
responsible for evaluating and determining ESG related risks and
ensuring that effective ESG risk management and internal controls
are implemented. Management has provided confirmation to the
Board on the effectiveness of these systems.

RS @R EARKERER

AR A TR AT U b TR R B Bk (A S A IR
SR B (A SRR ) M Bk — 1B BRI - A
B RERBEIRT) AR R - AHCE NN A EE
ASEE T (AT E LM BER Y - UK
2% i W) S o (1L T R ) O BRBE - AL Redl
SEAA (TESG) HH. » 7R8I 91 DL T f2 b 47
FELHLER o

AR AR R AL B IR RS
Je MESORIE 2T - I8 ARG SR E A B R
B A BRI 2 Ja B o SO A A 2 3R
S5~ AhE BRI AR B KA AR B R A o A R
J& O ] 3 2 G i el S R AL AR

B () A RA A
2020 4F4F- )

178



179

Environmental, Social and Governance Report (“ESG Report”)

R - EREARARE ((BE HEREBHRE)D

Stelux has a long business history in the watch industry. We own
CITY CHAIN, a leading retailer, and also Swiss watch brand,
SOLVIL et TITUS. Stelux is also the sole distributor for “SEIKO”
watches and clocks and “GRAND SEIKO” watches in Hong
Kong, Macau, Singapore, Malaysia and Brunei.

Stelux’ ethos is to engage and work with our stakeholders in a
responsible, fair and honest way. We strive to:

J provide high quality products and services of best value to
our customers;

J grow, respect and reward our employees as they develop
together with us;

. serve and contribute within our communities; and

e create and safeguard shareholders’ value in a sustainable
manner.

Our management approach and the corresponding strategies
adopted for ESG issues are founded on the above principles.
Appropriate systems, SOPs and internal controls are built
upon these core foundations to achieve the Group’s business
objectives.

We strive for our employees to work within a culture where
respect for others is encouraged, rewards are fair and the
workplace is safe and conducive, allowing for an optimal
environment to engage with and deliver to our stakeholders and
others in general. The Group’s vendors and suppliers are a key
part of the success equation as we work with them to source,
produce and deliver high quality products to our customers.
Procedures are in place to ensure that we partner vendors and
suppliers who understand our values and expectations. Our
customers are pivotal and without their support and custom,
delivery of quality products and services cannot be achieved.
Finally, our shareholders look for sustainable performance
delivered within the parameters of good corporate governance,
environmental awareness and community engagement.

Our stakeholders each interacting with and supporting the other
work together to facilitate the Group’s objectives, and its success.
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Environmental
Aspect A1: Emissions
General Disclosure

Information on the policies; and compliance with relevant
laws and regulations that have a significant impact on
the issuer relating to air and greenhouse gas emissions,
discharges into water and land, and generation of
hazardous and non-hazardous waste

KPI' AT.1 to KPI A1.6 are not applicable. The nature of
the Group’s products, namely watches, are such that
emissions discharged during the production process are
not material. Moreover, the Group buys complete watches
from third party brands and also outsources the production
of its house brand products to third party manufacturers.
Emissions discharged from the services the Group provides
are also not material.

There are no relevant laws and regulations that have
a significant impact on the Group relating to air and
greenhouse gas emissions, discharges into water and land,
and generation of hazardous and non-hazardous waste that
the Group has to comply with.
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Aspect A2: Use of Resources
General Disclosure

Policies on the efficient use of resources, including energy,
water and other raw materials

The Group has policies on the efficient use of resources,
including energy, water and other raw materials are based
on 3R’s — reduce, reuse or recycle whenever feasible or
practical.

KPI'A2.1

Direct and/or indirect energy consumption by type (e.g.
electricity, gas or oil) in total (kWh) and intensity (e.g. per
unit of production volume, per facility)

Since the Group buys complete watches from third party
brands and also outsources the production of its house
brand products to third party manufacturers, direct energy
consumption figures are not available. The Group's indirect
energy consumption for electricity for shops, offices and
warehouses is not material.

KPI' A2.2

Water consumption is not material in the production of the
Group’s house brand products or the services it provides.
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KPI'A2.3

The Group has numerous energy efficiency initiatives
currently in place. These include the following:—

. Store fixtures and fittings are designed to be reused.
Percentage of reuse ranges between 80% to 90%
with a life expectancy of between 5 to 7 years.
Natural materials like metal, wood and glass that
are easier to reuse and recycle are the main building
materials utilised in our store fit out and these
materials constitute between 80% to 90% of store
fixtures and fittings.

e Office equipment are switched off or on electricity
saving mode at the end of the work day.

e Office air conditioning and lights are switched off
when not in use.

. Office lighting are switched off during lunch.

. Energy saving lighting is used in most of our offices,
stores and warehouses.

J Paperless meetings are encouraged. For example,
the Company’s board meetings are paperless and
directors are assigned ipads. When printing is
necessary use of double sided printing is encouraged
and single sided printed paper is reused.

. Communal use of office stationary, like staplers,
erasers, hole punchers, calculators instead of
assigning one unit to each employee.

e Ordering of office stationary, including paper,
letterheads and name cards are centralised for better
monitoring and control.

] Pre-approval is required for all staff air travel and
staff are encouraged to use teleconferencing, video
conferencing or other virtual meeting tools, like
zoom, Microsoft Teams, Skype, FaceTime, WhatsApp
or WeChat to conduct meetings to reduce travelling.
Our offices in different regions are supported and
linked by video conferencing facilities.
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KPI' A2.4

Water consumption is not material in the production of the
Group’s house brand products or the services it provides.

KPI' A2.5 Total packaging material

Packaging that the Group uses include bags and watch
boxes, made from paper, plastic or metal and was not
material in FY19/20.

Aspect A3: The Environment and Natural Resources

General Disclosure

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

The Group’s policies are based on 3R’s — reduce, reuse or
recycle whenever feasible or practical.

KPI'A3.1

Policies are adopted to enable the manufacture of house
brand watches to meet higher European standards like
CE, RoHS and REACH to the extent possible, even though
these standards are not mandatory in Asia, our primary and
major market. More information on these standards can be
found on the following links:—

CE-European Conformity

https://ec.europa.eu/growth/single-market/ce-marking_en

RoHS - Restriction on Hazardous Substances

http://ec.europa.eu/environment/waste/rohs_eee/index_
en.htm
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RoHS - Restriction on Hazardous
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REACH - Registration, Evaluation, Authorization and
Restriction of Chemicals

http://ec.europa.eu/environment/chemicals/reach/reach_
en.htm

For details on managing these policies, please see “Aspect
B5 Supply Chain Management” on page 188 to 189.

Social

Employment and Labour Practices
Aspect B1: Employment

General Disclosure

Information on the policies and compliance with relevant
laws and regulations that have a significant impact
on the issuer relating to compensation and dismissal,
recruitment and promotion, working hours, rest periods,
equal opportunity, diversity, anti-discrimination, and other
benefits and welfare

The Group has established employment policies and
guidelines that are compliant with applicable local
employment and labour legislation, regulations and
practices.

These policies and guidelines are:—
Recruitment and Promotion

1. We are an equal opportunities employer. We
promote and adopt a policy of equal opportunities
to eliminate discrimination on the basis of gender,
family status and disability amongst others, in
employment and the workplace. For example, City
Chain Hong Kong, employs persons with disabilities
as watch technicians.

2. We hire and promote based on merit.
3. We hire and promote those who share our values and

work ethics; and those who demonstrate initiative,
responsibility and integrity.

REACH - Registration, Evaluation,
Authorization and Restriction of Chemicals
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http://ec.europa.eu/environment/chemicals/
reach/reach_en.htm
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Compensation

1. Remuneration and benefits are benchmarked against
prevailing local industry norms and commensurate
with experience and qualifications.

2. For certain employee categories, performance
bonuses and commission schemes are adopted as
part of remuneration packages to incentivise.

Dismissal

This is based on employment policies and guidelines that
are compliant with applicable local employment and
labour legislation, regulations and practices.

Working hours, rest periods, and other benefits and welfare

Working hours, rest periods, and other benefits and welfare
are in line with applicable local employment and labour
legislation and regulations, local industry practice and/
or where applicable commensurate with experience,
qualification and seniority.

During 2019/20, there was no material non-compliance
with applicable employment or labour legislation and/or
regulations.

Aspect B2: Health and Safety

Information on the policies and compliance with relevant
laws and regulations that have a significant impact on the
Issuer relating to providing a safe working environment and
protecting employees from occupational hazardls

One of our foremost priorities is to provide employees with
a safe and conducive working environment.

1. Office employees are assigned individual work
stations unless due to the nature of work, this is

considered unnecessary.

2. Offices, stores and warehouses are properly lit and
ventilated and kept clean and tidy.

3. Offices, stores and warehouses are smoke-free.
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Furniture, fittings and other office equipment and
air conditioning and ventilation systems (where
applicable) are regularly inspected and maintained.

Security measures are in place at our offices
and warehouses to restrict entry and exit only to
employees and permitted visitors.

We follow applicable government work guidelines,
for example in Hong Kong, on typhoon and rainstorm
warnings.

Free yearly influenza vaccinations are offered to staff
in Hong Kong (and to their families at discounted
rates).

Eligible managerial staff and above in Hong Kong are
offered free basic body check-ups every two years.

Due to COVID-19, extra precautionary measures like
temperature screening, compulsory wearing of masks,
increased cleaning and strict measures disallowing
staff to attend work should they exhibit flu-like
symptoms or if they have been in close contact with
a confirmed or suspected case of COVID-19 have
been adopted to provide a safe working environment
for staff.
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Aspect B3: Development and Training

Policies on improving employees” knowledge and skills for
discharging duties at work

Our customers enjoy and have come to expect a personal
experience when they shop with us. As there is a direct
correlation between service standards and employee
development and training, proper emphasis is given to
training.

Group policies on employee development and training are
set out below:—
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1. Store staff receive both regular and ad hoc training. 1. JEHE T8 R I -
2. New staff undergo orientation. 2. HBETHWHE -

3. Training is generally conducted internally.

4. Training and development are given in relevant areas
like, product knowledge, customer servicing, correct
sales techniques and new laws and regulations that
impact on business operations.

5. Follow-up evaluation is carried out after training and
development to ensure effectiveness.

Aspect B4: Labour Standards

General Disclosure

Information on the policies and compliance with relevant
laws and regulations that have a significant impact on the

Issuer relating to preventing child and forced labour

The Group has a zero tolerance policy on bonded or
underaged labour.
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Aspect B5: Supply Chain Management

Policies on managing environmental and social risks of the
supply chain

1. The Group outsources the manufacturing process of
its house brand products by partnering suppliers who
share our principles to conduct business in a fair,
honest and responsible manner.

2. Our suppliers are contractually obliged to ensure that
they do not employ bonded or underaged labour.

3. Our suppliers are contractually obliged to supply
products that are free from toxic materials.

4. Our suppliers are encouraged to align their values
with the Group by agreeing to adopt certain
Standards of Engagement which form part of the
contracts they sign. These Standards include the
following:—

(i)  No compulsion to work through force or
intimidation of any form.

(i) Employment to be based solely on the ability to
perform the job and without any discrimination
due to ethnicity, gender, age, disability or
marital status.

(iii)  Fair wages and all other legally mandated
benefits should be paid.

(iv)  Provision of a safe and hygienic working
environment which complies with local laws or
practices.
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(v) Integration of sustainability principles into
business decisions.

(vi)  Community involvement.
Aspect B6: Product Responsibility
General Disclosure

Information on the policies and compliance with relevant
laws and regulations that have a significant impact on the
Group relating to health and safety, advertising, labelling
and privacy matters relating to products and services
provided and methods of redress

As a provider of high quality products and services, we
take our responsibilities relating to the products and
services that we deliver very seriously. Customer safety is
paramount. Quality control and assurance processes are
closely monitored.

Personal data policies and SOPs are in place to ensure that
applicable laws are followed. Our policies on consumer
data protection explain the meaning of personal data,
and the general principles relating to its collection, use,
retention and disposal according to local applicable
privacy laws.

The Group takes the confidentiality and handling of
personal data very seriously and employees who breach
policies or the Group’s related guidelines may face
disciplinary action.

We do not engage in false advertising or false labelling.
Products sold generally come with warranties and our
warranty and exchange policies are clearly stated. There
are SOPs relating to product after-sales, product warranties
and product exchange.

Our intellectual property rights are protected and managed
through registration, maintenance and enforcement
measures. Copyright relating to designs for our house brand
products are systematically stored. We respect third party
intellectual property rights and will not knowingly use third
party intellectual rights without authorisation.
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Aspect B7: Anti-corruption
General Disclosure

Information on the policies and compliance with relevant
laws and regulations that have a significant impact on
the issuer relating to bribery, extortion, fraud and money
laundering

The Group has established anti-corruption policies and
all employees are expected to discharge their duties with
integrity and to follow relevant local laws. Our anti-
corruption policies are set out in our Employee Handbooks
and Operations Manuals.

The Group has a whistle blowing policy with clearly stated
reporting procedures set out in Employee Handbooks and/
or on the intranet.

In Hong Kong, the ICAC are invited to conduct training
seminars annually.

Aspect B8: Community Investment
General Disclosure

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

Through community engagement, the Group aims to:—

J show love, to give hope and to support the
disadvantaged;

e encourage compassion and empathy in our
employees;

e foster a sense of community within Stelux; and

e empower through education.
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With the above objectives in mind, we engage with those
within our communities with specific emphaisis on:—

the elderly poor

the homeless

o poor immigrant families; and

children and youth
to provide them with:—
e basic sustenance and daily necessities

e social interaction and integration with the wider
community; and

. education
Our policies on giving are:—

. to partner reliable registered charities. Partnerships
are reviewed annually

. to adopt a “no frills” approach to maximise each
dollar donated

e employee volunteering during work hours are capped
at 6 hours per employee for each financial year.
There is no cap outside of work hours

e activities and giving focus on target groups and their
identified needs

e receipts must be issued by a charity for the donations
with a breakdown of costs, where applicable

Periodic appraisal meetings are held with the charities
we support to understand specific needs and to ensure
contributions are appropriately disbursed.
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During the year, Stelux continued to collaborate with charities
like The Tsung Tsin Mission of Hong Kong Social Service,
Evangel Children’s Home, Hong Chi Association, Food Angel,
Saint Barnabas Society and Home and Orbis which target
low-income families, orphans and children from broken
families, those with intellectual special needs and sight saving
respectively. Sponsorships included year long donations of
free tutorial classes for underprivileged students; gifting food
containing packages, rice, fresh fruits, vegetables and fish to
a food bank for low-income families. Sponsorships further
included ad-hoc activities like art jamming and pottery-making
workshops; attending a food charity to understand its work and
mission and helping in food preparation, sponsoring the “Hong
Chi” Flag Day, helping to raise donations for “ORBIS World Sight
Day 2019. Our volunteer employees appreciate the engagement
and interaction, especially the opportunity to share with and
embrace those within our communities who are less fortunate.
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CORPORATE GOVERNANCE

The Group is committed to maintaining high standards
of corporate governance to improve transparency and
protect the interests of shareholders in general. The Board
of directors (the “Board”) of the Company is committed to
making sure that effective self-regulatory practices exist to
protect the interests of its shareholders. These include a
Board comprising experienced and high calibre members,
board committees, and effective and sound systems of risk
management and internal controls.

This section describes the Company’s corporate
governance practices with specific reference to the
Corporate Governance Code contained in Appendix 14 (the
“Corporate Governance Code”) of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”). During the financial
year ended 31 March 2020, the Company complied with
the provisions of the Corporate Governance Code except
for certain deviations. These deviations with considered
reasons are set out in this Report.

DIRECTORS” AND EMPLOYEES’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Companies contained in
Appendix 10 of the Listing Rules (the “Model Code”) as the
code of conduct regarding directors’ securities transactions.

The Company has also made specific enquiry of all its
directors to ascertain whether they have complied with
or whether there has been any non-compliance with the
required standard set out in the Model Code.

In addition, the Board has established written guidelines
on no less exacting terms than the Model Code for relevant
employees of the Company and its subsidiaries (the
“Group”) in respect of these employees’ dealings in the
securities of the Company.
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BOARD OF DIRECTORS

The Board assumes responsibility for leadership and control
of the Group and is collectively responsible for promoting
the success of the Group by directing and supervising its
affairs. Every director is expected to discharge his or her
duties in good faith and up to the standard of prevailing
applicable laws and regulations, acting objectively in the
best interests of the Group.

Proposals for appointments to the Board are based on the
Company’s board diversity and nomination policies.

The Board currently comprises of 5 members; two
executive directors and three independent non-executive
directors (with a female independent non-executive
director).

Under Code Provision A.2.1 of the Corporate Governance
Code, the roles of chairman and chief executive officer
(“CEQ”) should be separate and should not be performed
by the same individual. Under the current organisation
structure of the Group, Mr. Joseph C. C. Wong is the
Chairman and CEO of the Group. The Board believes that
with Mr. Joseph C. C. Wong acting as both Chairman and
CEO ensures consistent leadership and further enables
better strategic planning for the Group. The Board also
believes that the non-separation of roles does not affect the
balance of power and authority within the Board.

The independent non-executive directors are highly
experienced individuals with a broad range of expertise
and experience including in areas such as accounting,
tax, engineering and environmental and healthy life style
consulting. Together, they ensure that the Board maintains
high standards of financial accounting and other mandatory
reporting; providing adequate checks and balances to
safeguard the interests of shareholders in general and the
Group as a whole.

E=zg

R EAEE R EEAREN T I
G BB I I A A I s D
SE L) o 4% R RS L HLAY A BT
T BOE BT RT AR R AT T -
HBUAARE M 2 S AEN 2175 -

ZREEHRGNANERIRBEALFES
BB Z e L BOR B @ 4 BOR TR )

ERGAOLANE > BFEWMATEES K
=AW IEATEEE S (b — # 5 IRAT I
EHLM)

AR A SR S Y SF RSB A 2. 110
E o B AT BB (T7 AR ) i A
A [ > 0 JE R [R] N AT o ARAEA
L BUA ALARZEME . A e R AR
B E R RATECRRR - EHEERR > EWK
T B R A BRI 3 S AR R R SR A
e PR AR S 1 R A — S > R G A SR 2
BRIt B E A o WHESME > EF
B IR SN 2 B AN Y A
2 .

B FITHEREREREEANL - KA
A AN IR] HE T R RSB > BSE S AR B L
e BUB - LR BRI DA K AR A 5 w0
SR o 1S IR AR 2 A AE SR ROK
S FR) BB R b A vk MR o e R
PR R B A > DR R e A AR B
B i o

B () A RA A
2020 4F4F- )

194



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HEREABRE

195

BOARD OF DIRECTORS (Continued)

To assist the directors to discharge their duties, there are
established written procedures to enable the directors,
upon reasonable request, to seek independent professional
advice in appropriate circumstances, at the Company’s
expense.

The term of office of the Company’s non-executive
directors, including the independent non-executive
directors, is 3 years, subject to retirement by rotation
(pursuant to Bye-law 110(A) of the Company’s Bye-laws),
whichever is the earlier.

Under Code Provision A.4.2, every director, including
those appointed for a specific term, should be subject
to retirement by rotation at least once every three years.
Not all directors of the Company retire strictly under
Code Provision A.4.2. The Company’s Bye-Laws 110(A)
stipulates that, one-third of the directors of the Company
who have been longest serving in office since their last
election, except the Chairman or CEO, shall retire from
office by rotation at each annual general meeting (“AGM”).

Both the Board and management have clearly defined
roles and responsibilities. The Board is ultimately
responsible for establishing the overall long term strategic
direction and objectives of the Group, monitoring the
performance of senior management and oversees corporate
governance and risk management and internal control
systems. Management is responsible for formulating and,
implementing operational and business strategies and
plans to achieve the Group’s strategic direction. Directors
have access to management for enquiries, explanations,
briefings or informal discussions on the Group’s operations
and businesses.
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BOARD OF DIRECTORS (Continued)

The Board held a total of ten board meetings and passed
circular resolutions during the financial year ended 31
March 2020 and up to the date of this Report. At the board
meetings, different issues and matters were discussed and
reviewed including, approval of the Group’s FY19/20
interim results and FY18/19 final results; reviewing
financial and operating performances of the Group;
approval of new and/or renewals of borrowing facilities;
annual review of continuing connected transactions;
appointing a replacement auditor; conducting an annual
review of the effectiveness of the system of internal
controls of the Company and its subsidiaries, reviewing
risk management framework and identifying top risks
and corresponding mitigation actions. Details of the
directors’ attendance at the board meetings during the
financial year and up to the date of this Report are set out
below. All businesses transacted at the board meetings
are well documented and the records are maintained in
accordance with applicable laws and regulations.
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Total no. of No. of Directors

Directors present
Date of board meeting EEgeRETAY ESBA" HEESAR
22 May 2019 201945722 H 5 5
20 June 2019 201946 H20H 5 5
5 August 2019 201948 5H 5 5
2 October 2019 20194102 H 5 5
21 November 2019 2019%E11 H21H 5 5
16 January 2020 202041 H16H 5 4
16 April 2020 202044116 H 5 5
22 April 2020 20204422 H 5 5
12 May 2020 2020457 12H 5 5
26 June 2020 202046 H26H 5 5
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BOARD OF DIRECTORS (Continued) =30
No. of board meetings
attended/held in FY19/20
Director M18/19BBEEHE
2= BHZEEE2SEEAE
Executive Directors THES
Mr. Joseph C. C. Wong (Chairman and A A
Chief Executive Officer) (TG B ATEAEER) 10/10
Mr. Wallace Kwan Chi Kin (Chief Financial Officer) — BREEJEA: (27 1 A A0 10/10
Non-executive Directors FITHES
Mr. Wu Chun Sang (independent) WA S () 9/10
Professor Lawrence Wu Chi Man (independent) WS SO () 10/10
Dr. Agnes Kwong Yi Hang (independent) YR S NE A 10/10

During the financial year, the Company held its Annual
General Meeting (“AGM”) on 23 August 2019. No other
general meetings were held during the financial year.
Details of the directors’ attendance at the AGM are set out
below:

R ABUERE » AN FER20194:8 H23 H 82
AT SRR A K (R SR ARG )) o AARES
IR AR AR B AT A R R & - R
B AR ) A R R R A R 2 A B
Wy

23 August 2019 201958H23H
Mr. Joseph C.C. Wong HAIE A
Mr. Wallace Kwan Chi Kin B B E
Mr. Wu Chun Sang BAAR SR
Dr. Agnes Kwong Yi Hang i 23 A 1 1

The Chairman of the Company attended the AGM together
with the Chairman of the Audit Committee. The Group's
auditor was also present at the AGM.

The Board is supplied with relevant information by
management pertaining to matters to be brought before the
Board for decision as well as reports relating to internal
controls, risk management or financial performance of the
Group before each regular board meeting. At least 14 day’s
notice of a regular board meeting is given to all directors
giving them the opportunity to attend. Board papers are
despatched to directors generally at least 3 days before
the meeting and in any event as soon as practicable, in all
instances, ensuring that they have sufficient time to review
the papers and are adequately prepared for the meeting.
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BOARD OF DIRECTORS (Continued)

The proceedings of board meetings are generally conducted
by the Chairman of the Company who ensures that
sufficient time is allocated for discussion and consideration
of items on the agenda and also ample opportunities are
given to directors to speak, express their views and share
their concerns. The Chairman held a meeting on 22 April
2020 with the independent non-executive directors without
the other directors present.

Under Code Provision A.6.5, all directors should
participate in continuous professional development to
develop and refresh their knowledge and skills. As such
the directors are encouraged to participate in continuous
professional development. Courses have been regularly
circulated to directors for their selection and materials are
circulated for their reading. E-training on the website of the
HKEX was also made available to the directors. In general,
each director participated in at least 2 hours of reading/
attending relevant courses on topics including taxation,
technology and ESC.

CONFIRMATION OF INDEPENDENCE

The Company confirms that it has received from each
of its independent non-executive directors an annual
confirmation of his/her independence pursuant to Rule 3.13
of the Listing Rules and the Company still considers the
independent non-executive directors to be independent.
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5. BOARD DIVERSITY
(1)  Policy on Board Diversity

e We believe that board appointments should
first and foremost be based on merit

o We embrace diversity by being inclusive and
support gender, ethnic, cultural, generational
and geographical diversity, amongst others

. We believe that an optimal and balanced
board should comprise of both male and
female members with an appropriate balance
of different skills, educational and industry
background, experience, knowledge and
independence

(2) Objective and Benefits of Board Diversity

We believe in diversity and inclusiveness as these
bring to the boardroom a spectrum of perspectives
and opinions, necessary as we navigate our
businesses through a more complex market place and
as our customers’ aspirations grow in sophistication.

6.  NOMINATION POLICY

] Nomination Committee to consider director
retirements, re-election and eligibility within a
reasonable time before proposing to the Board

J To review and assess proposed candidates’
backgrounds, experience, expertise according to a)
Board diversity policy of the Company; b)current
board composition of the Company and c¢) Group’s
strategic objectives

J To consider how a proposed candidate (whether new
or seeking re-election) can contribute to and support
or has in the past contributed to and supported the
Board

. For directors considering re-election, to review and
assess if they have attended board, committee and
general meetings, and, frequency of attendance

STELUX Holdings International Limited
ANNUAL REPORT 2020

EsgRES L
(1) ESEREZTIEE

o ARLEAMME - MAMEAERE
HERATHEER B ZRA -

o HHAFIHWILE - FTZTit
B - Sl SRR FR - 3C
b~ 4L R Z AL

o KRBEEME o — =M R
(¥ T = A2 R S0 RE - B
T RATH S B Rk &
T 7k 2 T HBUAS: 28 E A F)
P RV R B AL -

(2 EZgHREZTIHNBERERER

ASEEAE 2 oo it BoRioll % - &5
ERG R E 2B AL H
AR IEITE F 9 M ) Ti7 355 B J 25 LA
B A IR 5 ORB R ) B2
BRI AL % -

REBE

e RAZBEEEMERGFRMNEFE
T~ EEBEHLT R B Y Al A S
IR [H] TN 25

o MRiFa)ANFEIE G M E L UL
W5 b)A AT H AT E F e K&
) B [ ) B 1A R AT AR
E NN L e Ek

o HIEAERMIE N (i R
R OR UL R N) I RE 2 2
GAE IR SR > SR i L
R EE VS S

o BIEHIEMALAE PN o FA NG
WEARALFEESRS - ZET MK
FRE > DU R s



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - 4 EREARE

6.  NOMINATION POLICY (Continued)

J To consider if a proposed candidate can devote
sufficient time to discharge his/her duties and
responsibilities

. If the position is for an INED, to ensure listing rules
requirements on independence, are met

7.  PROCEDURE FOR NOMINATION

(i)  Refer/propose name to Company Secretary who will
inform the Nomination Committee with CV of the
proposed candidate

(i)  Presents candidate and his/her CV and where
possible, other relevant background information
to the Nomination Committee for consideration
according to the Nomination Policy.

(iii)  Where necessary, the Nomination Committee or the
Chairman of the Nomination Committee meets the
proposed candidate to assess suitability

(iv)  Nomination Committee confirms or rejects proposed
candidate with proper reasons.

(v) To restart process when a proposed candidate is
rejected.
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COMPANY SECRETARY

The Company Secretary is an employee of the Company
and has day to day knowledge of the Group’s affairs. She
reports to the Chairman and CEO. The Board has access
to the advice and services of the Company Secretary to
ensure that board procedures and all applicable laws, rules
and regulations, are followed.

The Company Secretary attended various professional
development seminars and read materials on legal and
corporate secretarial updates, receiving more than 15 hours
of training during the financial year.

ACCOUNTABILITY AND AUDIT

The Board acknowledges its responsibility for the
preparation of the Group’s accounts and has delegated
this responsibility to the Group CFO. The Group CFO
and his team are responsible for preparing interim and
annual financial statements based on Hong Kong Financial
Reporting Standards (“HKFRS”) ensuring that the financial
statements present a fair and true view of the results
and the financial position of the Group and that they
comply with the disclosure requirements of the Hong
Kong Companies Ordinance, the Listing Rules and other
applicable laws and regulations. The Group CFO maintains
regular communications with the external auditors. He also
plays a role in reviewing and making recommendations
to the Board on the Group’s financial risk management.
During the fiscal year, the Group CFO was also responsible
for overseeing the Group’s investor relations activities.

A statement by the Group’s external auditors, RSM Hong
Kong about their reporting responsibilities on the Group’s
financial statements are set out in the Independent
Auditor’s Report on pages 33 to 43.

The Board is not aware of any material uncertainties
relating to events or conditions that may cast significant
doubt upon the Company and its subsidiaries ability to
continue as a going concern. The Group’s consolidated
financial statements have been prepared on a going
concern basis (see notes to financial statements “2. Basis
of Preparation” on pages 50 to 51). Post reporting period,
there was the COVID-19 outbreak (see notes to financial
statements “40. Event after the Reporting Period”).
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10.

11.

AUDITORS’ REMUNERATION

Ernst & Young was re-appointed as the external auditors
of the Company and certain of its subsidiaries at the 2019
AGM until their resignation effective from 14 April 2020.
The Board appointed RSM Hong Kong as external auditor
of the Company and certain of its subsidiaries to fill the
casual vacancy following the resignation of Ernst & Young,
from 16 April 2020 until the conclusion of the 2020
annual general meeting of the Company. During the year,
HK$1,734,000 was paid or payable to RSM Hong Kong for
the provision of audit services.

The Group also engaged other auditors in Hong Kong and
overseas for auditing and miscellaneous services and total
fees paid amounted to HK$912,000.

BOARD COMMITTEES

To assist the Board in the discharge of its duties, the Board is
supported by four board committees. Each committee has
its defined scope of duties and terms of reference and the
committee members are empowered to make decisions on
matters within the terms of reference of each committee.

All businesses transacted at board committee meetings are
recorded and minuted with copies provided to the Board.
The terms of reference of these board committees are
available on the Company’s website at www.stelux.com.

(1)  Audit Committee

The Audit Committee comprises of three independent
non-executive directors, namely, Mr. Wu Chun
Sang (Chairman of the Audit Committee), Professor
Lawrence Wu Chi Man and Dr. Agnes Kwong Yi
Hang.
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203

BOARD COMMITTEES (Continued)

(1

Audit Committee (Continued)

The terms of reference of the Committee are aligned
with the recommendations set out in the Listing Rules
and the code provisions set out in the Corporate
Governance Code. The Committee provides advice
and recommendations to the Board and oversees all
matters relating to the external auditors, thus playing
an important role in monitoring and safeguarding the
independence of the external auditors.

The Committee met seven times during the financial
year and up to the date of this Report (together with
the external auditors, in two meetings) to discuss
matters, including, the Group’s audit service plan,
the review of accounting standards (including HKFRS
16 Leases principles and practices adopted by the
Group and other financial reporting matters; to
ensure the completeness, accuracy and fairness of
the financial statements of the Company; to discuss
the effectiveness of the systems of internal control
throughout the Group including the adequacy of
resources, qualifications and experience of staff of
the Company’s accounting and financial reporting
function, and their training programmes and budget;
to review all significant business affairs managed by
the executive directors in particular on continuing
connected transactions and to review the Group’s
interim results for FY2019/2020 and results for
the year ended 31 March 2020 before they were
presented to the Board for approval.

Attendence of directors at the Audit Committee
meetings held on:

8 April 2019

17 June 2019

19 November 2019

1 April 2020

16 April 2020

22 April 2020

24 June 2020

Mr. Wu Chun Sang

Prof. Lawrence Wu Chi Man
Dr. Agnes Kwong Yi Hang
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BOARD COMMITTEES (Continued)

(2)

Remuneration Committee

The Company’s Remuneration Committee comprises
of Professor Lawrence Wu Chi Man (Chairman of
the Remuneration Committee), Mr. Wu Chun Sang,
Dr. Agnes Kwong Yi Hang (all independent non-
executive directors of the Company) and Mr. Joseph
C.C. Wong (Group Chairman and CEO).

Code Provision B.1.2 deals with the terms of
reference of the Remuneration Committee. The
Company has adopted the terms of reference under
Code Provision B.1.2 except that the terms of
reference do not include reviewing and determining
the remuneration packages of senior management.
The Company believes that the remuneration
packages of senior management should be the
responsibility of the executive directors as they are
in a better position to appraise the performance of
senior management. The Remuneration Committee
determines with delegated responsibility the
remuneration packages of its individual executive
directors. The basic salaries of its executive directors
were frozen in line with the Group’s office staff in
Hong Kong.

Mr. Joseph C. C. Wong did not participate in the
Group’s executive bonus scheme for FY19/20.

Mr. Wallace Kwan Chi Kin’s annual target bonus
base under the annual bonus scheme was reduced
for FY19/20 in line with other senior executives
participating under the same executive bonus
scheme.

The circular resolutions were resolved by the
Remuneration Committee comprising of:

Prof. Lawrence Wu Chi Man
Mr. Joseph C. C. Wong (abstaining with respect to his
remuneration)

Mr. Wu Chun Sang
Dr. Agnes Kwong Yi Hang
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BOARD COMMITTEES (Continued)
(3) Nomination Committee

The Nomination Committee comprises of Mr. Joseph C. C.
Wong (Chairman of the Nomination Committee, Group
Chairman and CEO) and three independent non-executive
directors, namely, Mr. Wu Chun Sang, Professor Lawrence
Wu Chi Man and Dr. Agnes Kwong Yi Hang.

Code Provision A.5.3 deals with the terms of reference of
a Nomination Committee. The Company has adopted the
terms of reference under Code Provision A.5.3. During
the financial year, and up to the date of this Report, the
Committee met once. The Committee considered the
independence of its retiring independent non-executive
director and confirmed having received from each
of its independent non-executive directors an annual
confirmation of his/her independence. Dr. Agnes Kwong
Yi Hang and Mr. Wu Chun Sang are due to retire at the
forthcoming AGM. Dr. Agnes Kwong Yi Hang, being
eligible has put forward herself for re-election, Mr. Wu
Chun Sang has decided not to put himself forward for re-
election. In the nomination process for a new independent
non-executive director to take the place of Mr. Wu, the
Committee has received and assessed the CVs of several
prospective candidates. The Committee proposes the most
appropriate individual with the right balance of skills,
experience, and industry background for the position based
on the Company’s board diversity policies and nomination
processes for appointment or election/re-election of
directors. In line with the Group’s strategy to move to an
omni-channel business model, the Committee selected a
candidate with an e-commerce related background to add
to the balance of relevant skill sets on the Board.

Attendance of directors at the Nomination Committee
meetings held on:

20 June 2019

18 June 2020

Mr. Joseph C. C. Wong
Prof. Lawrence Wu Chi Man
Mr. Wu Chun Sang

Dr. Agnes Kwong Yi Hang
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BOARD COMMITTEES (Continued)

4)

Corporate Governance Committee

Stelux recognises that adopting proper systems,
running our businesses within a strong legal
framework of rules and procedures, underpinned by
sound business ethics are essential to safeguarding
the economic performance of the Group and our
shareholders’ interests in a sustainable manner. The
Corporate Governance Committee comprises Mr.
Wallace Kwan Chi Kin (Chairman of the Corporate
Governance Committee and Chief Financial Officer)
and three independent non-executive directors,
namely, Mr. Wu Chun Sang, Professor Lawrence Wu
Chi Man and Dr. Agnes Kwong Yi Hang.

Code Provision D.3.1 deals with the terms of
reference of a corporate governance committee. The
Company has adopted the terms of reference under
Code Provision D.3.1. The Corporate Governance
Committee held one meeting during the financial
year. At this meeting, the Committee amongst other
things, reviewed the Company’s compliance with
the Code Provisions and disclosure in the Corporate
Governance Report. Quarterly sales turnover
updates are voluntarily issued by the Company
and a whistleblowing policy is in place. With the
implementation of the statutory disclosure regime for
inside information under the Securities and Futures
(Amendment) Ordinance 2012 on 1 January 2013,
systems are in place on reporting and dissemination
of inside information.
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BOARD COMMITTEES (Continued)
(4) Corporate Governance Committee (Continued)

Attendance of directors at the Corporate Governance
Committee Meeting held on:

22 April 2020

Mr. Wallace Kwan Chi Kin
Mr. Wu Chun Sang

Prof. Lawrence Wu Chi Man
Dr. Agnes Kwong Yi Hang

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges that it has overall responsibility
for ensuring that the Group establishes and maintains
appropriate risk management and internal control systems
and for reviewing their effectiveness. The Group’s risk
management and internal control systems are designed
to manage and minimise risk of failures in the Group’s
operational systems, and to achieve our objectives. Such
systems can only provide reasonable but not absolute
assurance against material misstatement or loss.

During the year, the Group has complied with all the code
provisions on risk management and internal control under
the Corporate Governance Code.

The main features of the Group’s Risk Management and
Internal Control Systems, include:

(1) Risk Management

The Group's risk management process is a four-step
process involving identifying, assessing, responding
to and monitoring risks which could affect the Group
from achieving its strategic or business objectives.

STELUX Holdings International Limited
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12. RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

(M

Risk Management (Continued)

In order to ensure the risk management process is
executed effectively and as an integral part of our
business, the Board has established the following
risk management and reporting framework which
specifies the responsible parties and their roles and
responsibilities for managing risks of the Group.

The Board

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

J evaluate and determine the Group’s key risks
which would significantly affect it achieving
strategic or business objectives

o review the Group’s key risks and mitigation
actions and ensure the effectiveness of risk
management and internal control systems

Audit Committee

o oversees design and operating effectiveness
of the Group’s underlying risk management
process and internal control systems

J review effectiveness of the Group’s risk
management and internal controls with support
from the Internal Audit Function and reporting
to the Board

Risk Steering Committee

J members comprised of key executives of the
Group

e assess and determine the Group's key risks and
ensure appropriate mitigation actions/controls
are in place

e track progress of mitigation actions/controls
over identified key risks and report to Audit
Committee

o provide confirmation to the Board on the
effectiveness of the Group’s risk management
and internal control systems annually
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12. RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

(1) Risk Management (Continued)

Business Units and Functional Support
Management

J management meets periodically to identify
new and review existing risks

J design, implement and monitor mitigation
actions and internal control activities in their
day-to-day operations

e ensure risk management process and
mitigation actions and internal controls follow
guidelines or recommendations provided
by the Risk Committee and Internal Audit
Function

Internal Audit Function

J carry out analysis and independent appraisal
of the adequacy and effectiveness of the
Group's risk management and internal control
systems

J support the Audit Committee in reviewing the
effectiveness of the Group’s risk management
and internal control systems

(2) Internal Control

Internal control is a process for the Board and
management to assure achievement of the Group’s
objectives in operational effectiveness and efficiency,
reliable financial reporting, and compliance with
laws, regulations and our internal policies.

The Group has the following major internal controls
in place:

J Policies and standard operating procedures are
set to govern staff in shop operations, integrity
of trading practices, compliance on handling
personal data of customers, acquisition and
disposal of capital assets, financial reporting,
etc.

e Authorisation and approval matrix are set based
on nature and type of transactions.
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12. RISK MANAGEMENT AND INTERNAL CONTROL 12. EREERAZBEIE 7

(Continued)

(2) Internal Control (Continued) 2) RWEPEE ()

Employees’ Code of Conduct is available on the
Company’s intranet. Employees are required to
strictly follow the Code of Conduct to ensure
the Group operates to the highest standards of
business behaviour and ethics.

Business plans and budgets of individual
business units are prepared and monitored by
management regularly.

Regular management meetings to review
business updates and cash positions and
monitor operating performance against budgets
and relevant benchmarks.

Regular reviews on store portfolio.

Information access from accounting, Human
Resources and other IT systems are restricted
and managed on a need-to-know basis in order
to protect data and ensure data integrity.

Major or material connected transactions
require pre-approval of independent non-
executive directors and all continuing
connected transactions are reviewed on an
annual basis pursuant to the requirements of
the Hong Kong Listing Rules.

The Group has a “whistle-blowing” mechanism
to allow our staff to anonymously report any
suspected fraud or employee’s misconduct to
the Head of Internal Audit Function who will
refer the report to the Audit Committee and the
Board for further investigation and/or actions.
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12. RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

(2) Internal Control (Continued)

e The Company has a system which sets out the
requirements and procedures for handling and
disseminating inside information to the public.
Any material information which comes to the
knowledge of one or more officers should be
promptly identified, assessed and escalated,
where appropriate, to the attention of the
Board.

e Our internal audit function conducts regular
reviews and ad hoc engagements which cover
risk assessment and monitoring, operational,
financial and compliance aspects.

(3) Internal Audit

Under Code Provision C.2.5, an internal audit
function should be in place. The key tasks of the
Group’s Internal Audit Function include:

(i)  provides independent and objective assurance
to the Audit Committee and the Board with
respect to the Group’s risk management and
internal control systems;

(i) conduct independent audits on the Group’s
financial, operational and compliance controls
and make recommendations on improving
work flow efficiency and effectiveness;

(iii)  conduct special reviews on areas of concerns as
identified by senior management or the Board;

(iv) conduct investigations on business ethics,
employee misconduct, fraud cases and
other violations of the Group’s policies and
standards; and

(v)  oversee the “whistle-blowing” mechanism.
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12. RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

“)

Annual Review by the Board

Under Code Provision C.2.1, the directors should at
least annually conduct a review of the effectiveness
of the Group’s internal controls system reporting
to the Company’s shareholders in the Corporate
Governance Report. The review should cover all
material controls, including financial, operational
and compliance controls and risk management
functions.

Under Code Provision C.2.2, the Board’s annual
review should, in particular, consider the adequacy
of resources, staff qualifications and experience,
training programmes and budget of the Group’s
accounting and financial reporting function.

The Board through the Audit Committee, reviews the
overall effectiveness of the Group'’s risk management
process and internal control systems annually. During
the current financial year, the reviews covered the
following:

(i) any significant change in the nature and
extent of significant risks and in the control
environment of the Group;

(i)  the significant control weaknesses (including
financial, operational and compliance controls)
as identified by the Internal Audit Function
and the consideration of effectiveness over
its recommendations on improving internal
business environment;

(iii)  major investigation findings on internal control
matters as presented by the Internal Audit
Function;

(iv) the effectiveness of the Group’s financial
reporting and Listing Rule compliance
processes;
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13.

14.

RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

(4)  Annual Review by the Board (Continued)

(v) the Group’s risk management system, key
risks and corresponding mitigation actions
which were summarized by the Risk Steering
Committee and the Internal Audit Function
based upon discussion with senior management
of different business units and functional
supports; and

(vi) the performance, staff qualification and
experience, training and adequacy of the
Group’s accounting, financial reporting and
internal audit functions.

The Board and the Audit Committee respectively,
conducted an annual review of the Group’s risk
management and internal control systems for the year
ended 31 March 2020 on 22 April 2020 and concluded
that adequate and effective risk management and internal
control systems of the Group are being maintained.

DIVIDEND POLICY

The Company’s decision to pay dividends to its
shareholders is based on a combination of factors
including, the financial performance of the Group, its
future developments and capital investments, its liquidity
requirements for business operations and external market
conditions, like the general operating environment.

INVESTOR RELATIONS

To promote and enhance investor relations, meetings are
held with the investment community. We value constant
dialogue with existing and prospective investors as a way
to promote a greater understanding of the Group’s business
model and the way we conduct our businesses.
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15.

SHAREHOLDERS RIGHTS

(1

How shareholders can convene an extraordinary
general meeting

Shareholders may request to convene an
extraordinary general meeting in accordance with
section 74 of the Bermuda Companies Act 1981:

i.  The directors of a company, notwithstanding
anything in its bye-laws shall, on the requisition
of members of the company holding at the
date of the deposit of the requisition not less
than one-tenth of such of the paid-up capital
of the company as at the date of the deposit
carries the right of voting at general meetings
of the company, or, in the case of a company
not having a share capital, members of the
company representing not less than one-tenth
of the total voting rights of all the members
having at the said date a right to vote at general
meetings of the company, forthwith proceed
duly to convene a special general meeting of
the company.

ii.  The requisition must state the purposes of
the meeting, and must be signed by the
requisitionists and deposited at the registered
office of the company, and may consist of
several documents in like form each signed by
one or more requisitionists.

iii.  If the directors do not within twenty-one days
from the date of the deposit of the requisition
proceed duly to convene a meeting, the
requisitionists, or any of them representing
more than one half of the total voting rights
of all of them, may themselves convene a
meeting, but any meeting so convened shall
not be held after the expiration of three months
from the said date.
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(1

How shareholders can convene an extraordinary
general meeting (Continued)

iv. A meeting convened under this section by the
requisitionists shall be convened in the same
manner, as nearly as possible, as that in which
meetings are to be convened by directors.

v.  Any reasonable expenses incurred by the
requisitionists by reason of the failure of the
directors duly to convene a meeting shall be
repaid to the requisitionists by the company,
and any sum so repaid shall be retained by the
company out of any sums due or to become
due from the company by way of fees or other
remuneration in respect of their services to
such directors as were in default.
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(2) Procedures by which enquiries may be put to the 2 BRUNESSRHLEANER X
board and sufficient contact details to enable these RUERHNBEENUEERESA
enquiries to be properly directed BRERE
Shareholders may send their enquiries to the Board JI R AT LA Ty 2 A 2 A )
by addressing them to the Company Secretary in e M > AL
writing to:
the Company’s head office, 27/F, Stelux House, 698 Frvts JLHE BT i oK T3 69898 E Ok
Prince Edward Road Fast, San Po Kong, Kowloon, P02 7HEAR N B A 5 1)
Hong Kong; or (ii) by email to ir@stelux.com. HIEir@stelux.com °

(3) Procedures and sufficient contact details for putting B) ERRASREZZNEFREHAN

forward proposals at shareholders’ meetings

Shareholders may, subject to (1) above, by way of
request in writing request a shareholders’ meeting to
be convened for the purpose of considering a certain
matter, addressing the request to the Company
Secretary at:

the Company’s head office, 27/F, Stelux House, 698
Prince Edward Road East, San Po Kong, Kowloon,
Hong Kong.
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16.

17.

18.

COMMUNICATION WITH SHAREHOLDERS

The Company attaches great importance to communication
with its shareholders and investors. To foster effective
communications, the Company provides extensive
information in its annual report, interim report and also
publishes information relating to the Group and its
businesses on its website: www.stelux.com.

The Company regards the AGM as a platform to provide
an important opportunity for direct communications
between the Board and the Company’s shareholders. All
directors and senior management will make an effort to
attend. External auditors will also attend the AGM. The
Chairman and CEO of the Company, the Chairman of the
Audit, Nomination and Corporate Governance Committees
were all present at the Company’s AGM held in 2019.
Shareholders are given at least 20 clear business days or
21 days’ notice of the AGM (whichever is the longer).
The Company supports the Corporate Governance Code
principle to encourage shareholders’ participation.

Shareholders may send any enquiries they have by
addressing them to the Company Secretary in writing to:

(i) the Company’s head office, 27/F, Stelux House, 698
Prince Edward Road East, San Po Kong, Kowloon, Hong
Kong; or (ii) by email to ir@stelux.com.

CODE OF CONDUCT

To enhance the ethical standards of employees, the
Company has an employee handbook, setting out the
Group's requisite standards and an ethical code of conduct
for all employees of the Group. Employees at all levels are
expected to conduct themselves in an honest, diligent and
responsible manner.

CONCLUSION

The Company recognises that adopting good corporate
governance principles and practices are important for
the success of the Group and as such we will continue to
strengthen and improve the standard and quality of the
Group’s corporate governance.
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