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On behalf of the board (the “Board”) of directors ("Director(s)”)
of Daohe Global Group Limited (the “Company”, together with
its subsidiaries, the "Group”), | am pleased to present the
annual results of the Company for the year ended 31 December
2019.

During the past year, the global economy continued to face stiff
headwinds. According to The World Bank, global growth
decelerated to 2.4% in 2019, the slowest pace since the global
financial crisis, amid weakening trade and investment, with key
indicators such as industrial production and trade both
declining. In the People’s Republic of China (“PRC"), the
economic picture was equally unflattering, as gross domestic
product grew by just 6.1% in 2019, the slowest economic growth
rate since 1990, affected considerably by the trade war with the
United States (“US").

The deteriorating economic climate duly impacted on the
Group as we experienced a decline in orders from certain
customers of our trading and supply chain management
services, which led to a corresponding decline in revenue.

As for our second pillar operation, the online social platforms
business, and more specifically, internet value-added services
("IVAS"), also fared poorly due to a combination of intense
competition and tighter government regulations on users and
online social platforms, which were introduced in August 2018.
Such policies have also led to a decline in the popularity of live
streaming and games. Conversely, the advertising and other
services segment has achieved outstanding growth during the
year, up by around 186.4%. In view of declining prospects for
IVAS — a segment that has also been impacted by fast
changing consumer and industry trends, and growing
opportunities available to the advertising business, we have
elected to allocate greater energy and resources to the latter,
and will also examine other growth opportunities to capitalise
on, such as Blind Box.

On a separate note, we have terminated the money lending
business during the year. We will therefore be directing our
focus on advancing the Group’s two principal business
operations going forward.
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Chairman’s Statement
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Looking ahead, the upcoming financial year is expected to
remain challenging, if not more so than in 2019. Just as the
Sino-US trade war took a positive turn with the signing of a
phase 1 trade deal in mid-January, the outbreak of the
COVID-19, which has since become a pandemic as of March,
looks set to seriously dampen global economic growth.

As increasing number of nations close their borders, the global
supply chain will invariably be affected. We therefore expect
shipment delays in the first half of 2020, resulting in a global
manufacturing recession. Customers have also exercised
greater caution. With obstacles on the horizon, we will chart a
prudent course that allows us to navigate through the uncertain
economic conditions. We will closely monitor the development
of the situation, while also maintaining close contacts with our
business partners.

With regard to our online social platforms business, we will look
to build on the progress made by the advertising services
segment in the coming year. At the same time, in view of the
rise of a "stay-at-home economy” resulting from COVID-19, we
will focus on developing new mobile games to alleviate
pressures of a restless public.

Despite the many challenges to come, we will remain vigilant
and look forward to making every effort to prepare for a
turnaround. In bolstering all facets of operation and seizing
opportunities through the guidance of our experienced
management team, we will pave the way to long-term growth.

At this time, | would like to express my sincere gratitude to the
board, management team and the entire Daohe family for their
unequivocal support and diligence over the past year. | wish to
also thank all of our customers, business partners and
shareholders for their unwavering trust and confidence in the
Group.

ZHOU Xijian
Chairman

Hong Kong, 31 March 2020
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Management Discussion and Analysis

BUSINESS REVIEW

Overview

During the year ended 31 December 2019, the Group's revenue
declined by approximately 38.9% to approximately US$65.7
million (2018: approximately US$107.5 million) due to weaker
performance by both the trading and supply chain management
services business and online social platforms operation.

Revenue from trading and supply chain management services
amounted to approximately US$35.3 million, falling by
approximately 44.7% from approximately US$64.0 million in
2018. The decline was mainly attributable to fewer orders from
certain Australian and US customers.

In respect of the Group's online social platforms operation, its
advertising services business achieved an encouraging growth
of approximately 187.0%. However, the gamified social and
online entertainment business dropped dramatically by
approximately 56.0% during the year in the wake of a new
government policy that was implemented in August 2018.
Consequently, the overall revenue from the online social
platforms business slipped by approximately 30.3%.

Gross profit was approximately US$14.5 million, representing a
contraction of approximately 47.5% from approximately US$27.7
million recorded in 2018. The significant decline in gross profit
was mainly attributable to the drop in revenue from the two
principal business segments as well as a change in the sales
mix.

Operating expenses amounted to approximately US$24.1
million (2018: approximately US$33.0 million). The savings in
operating expenses was mainly due to lower advertising
expenses from the online social platforms business.
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Mdnageaent Discussion and Analysis
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During the year, the Group recognised non-cash impairment
losses on other intangible assets of approximately US$11.9
million. The impairment losses were made in view of lower
revenue from the live streaming business than forecasted for
the second half of 2019 due to the challenging macro
environment and economic slowdown in the People’s Republic
of China (“PRC"). Besides, the popularity of live streaming and
games has faded in a greater extent than expected since the
government imposed a new policy in the second half of 2018
which was implemented by the Public Information Network
Security Supervision Branch of the Public Security Bureau of
Shenzhen requires that the identities of all online users have to
be verified with valid mobile numbers and that the content of
online social platforms including live streaming presented to
the public are to abide by monitoring and control measures.
Furthermore, the Group's online social platforms faced fierce
competition within the industry, compounded by fast changing
trends and tastes of users that adversely affected business
performance and development prospects for the live streaming
business. Since the management expects a further decline in
business in 2020, the Group revised the forecast based on the
latest position, the aforementioned impairment loss on other
intangible assets of approximately US$11.9 million pertaining to
this segment has been reported in the financial statements for
the year ended 31 December 2019.

Further details about the basis and assumptions of the
impairment assessment on other intangible assets are set out in
Note 16 to the financial statement.

Loss for the year narrowed to approximately US$15.5 million
(2018: approximately US$84.2 million). The loss included non-
cash amortisation and impairment losses on other intangible
assets of approximately US$17.8 million (2018: non-cash
impairment losses on goodwill of approximately US$66.5 million
and amortisation and impairment losses on other intangible
assets of approximately US$35.0 million).
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Management Discussion and Analysis
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SEGMENTAL ANALYSIS DRI
Operating Segmentation REDHE

During the year, the Group terminated the money lending FR W KEBRILERES  SEETERERE
business in order to focus its resources on developing its core  EZ DO EK - Bt AEBOEKRESIEME
businesses. Consequently, the Group's business comprises two ~ && D48 - Bl : (VE 5 M HEHEIZRSE &)
operating segments only, namely: (i) trading and supply chain  &&H FHLZFE -

management services; and (ii) the operation of online social

platforms.

(i) Trading and supply chain management services () EZREEREIERY
During the year, shipment value for trading and supply FRN - BESREEESERENMESEE
chain management services reached approximately B == — )\ #185,000,0003 jt T [& &)
US$146 million, a decline of approximately 21.1% from 21.1% & 47146,000,000% 7T * JhETEREE
approximately US$185.0 million in 2018. This was mainly FRMEEREFRTERD AT -
due to a decline in orders from certain Australian and US
customers.
Geographical Analysis b 35 5 AT

| | _________________________________|
Shipment value

NEBEE
2019 2018
—E-hF —E-)\F
US$’ million US$’ million
BBER BEET
| | | |
North America =M 101.9
Europe B 48.0
Others Hih 35.1
Total b 185.0
Shipments to North America dropped by approximately FlEMNEE R D D158%F 4
15.8% to approximately US$85.8 million due to a decline 85,800,000 7T * TR FEE A& Bl
in orders from US customers as the US-China trade BREHEFIERDAE - EEWL - I
dispute escalated. Nevertheless, North America remained EMNDRAEBHNHZRATS - AL EMNE
the largest market for the Group, accounting for EREH58.8%(ZF—/\F : #955.1%) °
approximately 58.8% of the Group's total shipment value
(2018: approximately 55.1%).
Shipments to Europe fell by approximately 14.6% to TEMNB T EE R D DN146%E K
approximately US$41.0 million, and accounted for 41,000,000 7T EAEERNESHEL

approximately 28.1% of the Group’s total shipment value 28.1% (ZZF— N5 : #25.9%) °
(2018: approximately 25.9%).
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Shipments grouped under “Others”, comprising mainly
shipments to the southern hemisphere represented
approximately 13.1% of total shipment value (2018:
approximately 19.0%). The decline was mainly due to
fewer orders from certain Australian customers.

The trading and supply chain management services
segment recorded revenue of approximately US$35.3
million (2018: approximately US$64.0 million), representing
approximately 53.8% of the Group's total revenue (2018:
approximately 59.5%). The significant decline in revenue
of approximately 44.7% was mainly due to the weak
performance of the trading of merchandise business,
which saw revenue drop by approximately US$26.8 million
during the year.

Operation of online social platforms

During the year, the online social platforms operation
generated approximately US$30.3 million in revenue,
representing a decline of approximately 30.3% from
approximately US$43.5 million recorded in 2018. This was
mainly due to a tighter government policy in place and
intense competition in the PRC.

(ii)
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US$’ million US$’ million
BEERT BEET

Gamified social and online TR LA R
entertainment 4R FIRas
Advertising services and others EERS R EAM

171 38.9
13.2 4.6

In August 2018, the Public Information Network Security
Supervision Branch of the Public Security Bureau of
Shenzhen (RIT AL RBALEEBRBLETERD )
implemented a new government policy pursuant to which
the identities of all online users have to be verified with
valid mobile numbers, and the content of online social
platforms including live streaming presented to the public
are to abide by monitoring and control measures. As a
result, revenue from gamified social and online entertainment
business decreased by approximately 56.0% year-on-year
to approximately US$17.1 million (2018: approximately
US$38.9 million).
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Management Discussion and Analysis

Such decline was partially offset by the surge in
advertising services income and others, which increased
by approximately 187% year-on-year to approximately
US$13.2 million (2018: approximately US$4.6 million).

Hong Kong Tax Case

During the year, the Group reached a settlement with the Inland
Revenue Department in Hong Kong (“IRD") for an amount of
approximately HK$22.9 million (equivalent to approximately
US$2.9 million) in respect of queries on the modus operandi of
the Group and the chargeability of profits for the years of
assessment from 2003/2004 to 2017/2018 (“the Case”). The
Board considers the settlement reached with IRD is in the
interest and benefit of the Group and its shareholders (the
“Shareholders”) as a whole. As sufficient tax provisions have
been made in the financial statements, the settlement did not
have any material impact on the profit and loss account of the
Group for the year under review.

FINANCIAL REVIEW

Financial Resources and Liquidity

The Group's financial position remained healthy with cash and
cash equivalents of approximately US$12.7 million as at 31
December 2019 (31 December 2018: approximately US$17.2
million). In addition, the Group had total banking facilities of
approximately US$5.7 million, including borrowing facilities of
approximately US$0.7 million as at 31 December 2019 (31
December 2018: approximately US$10.3 million and
approximately US$0.1 million, respectively).

The Group had a current ratio of approximately 1.5 (31
December 2018: approximately 1.6) and a gearing ratio of 0.06
(31 December 2018: Nil), based on an interest-bearing
borrowing of approximately US$0.6 million (31 December 2018:
Nil) and total equity of approximately US$9.8 million as at 31
December 2019 (31 December 2018: approximately US$24.6
million). The Group's borrowing will be matured and settled on
8 April 2020.

As at 31 December 2019, trade receivables amounted to
approximately US$6.5 million (31 December 2018:
approximately US$8.8 million). Gross trade receivables aged
over 90 days, which amounted to approximately US$1.3 million,
are being carefully monitored by the management and sufficient
provisions have been made.
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The Group has a prudent treasury policy to manage its
investments in financial products such as wealth management
products. All investments must be conducted in accordance
with the treasury policy, with the view to maximise utilisation of
the Group's surplus cash received from its business operations.
During the year, the Group carried out repeated subscriptions
and redemptions of certain wealth management products (the
"WMPs") issued by China Merchants Bank (¥ #R1T) for short-
term treasury management purposes. The WMPs subscribed by
the Group are all stable and low-risk funds which were raised for
investing in a combination of financial assets and financial
instruments in banks and stock exchange(s) with higher credit
ratings and better liquidity, including but not limited to bonds,
asset-backed securities, capital borrowing, reverse repurchase,
bank deposits, and other financial assets such as investment
trust plans and asset management plans, with maturity dates
ranging from 10 days to 6 months and yields ranging from 2.9%
to 4.3% per annum. The income derived from such WMPs
amounted to approximately RMB1.3 million (equivalent to
approximately US$0.2 million) for the year. The Group had no
outstanding WMPs as at 31 December 2019. For further details
about the WMPs subscribed by the Group during the year
ended 2019, please refer to the announcement of the Company
dated 18 September 2019.

The Group's net asset value amounted to approximately US$9.8
million as at 31 December 2019 (31 December 2018:
approximately US$24.6 million).

The majority of the Group's transactions during the year were
denominated in US dollars, Hong Kong dollars and Renminbi.
To minimise foreign exchange risks, sales and purchases are
generally transacted in the same currency.

As at 31 December 2019, the Group had no material contingent
liabilities or guarantees, or charges on any Group assets.

Remuneration Policy and Staff Development Scheme
As at 31 December 2019, the Group had 379 employees (31
December 2018: 389). Total staff costs for the year amounted to
approximately US$14.4 million (2018: approximately US$15.3
million).

The Group offers competitive remuneration schemes to its
employees based on industry practice as well as the
performance of the individual employee and that of the Group.
In addition, the Company has adopted a share option scheme
for eligible persons, and discretionary bonuses are payable to
staff based on his or her performance and that of the Group as
a whole.
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Management Discussion and Analysis

PROSPECTS

Even though trade tensions between the US and the PRC have
eased following the signing of a phase 1 trade deal between
the two parties, the outbreak of COVID-19, which has become a
pandemic as of March 2020, will impact the global economy in
the new year. Already, the lockdown of national borders to limit
travel, as well as the movement of goods and workers has
started to cause delays in the production and export of goods,
and the disruption in global supply chains.

With regard to the Group, many of its customers have grown
increasingly prudent given the challenges and uncertainties
ahead and the expected slowdown in demand, with certain
orders either delayed or cancelled in the first half of 2020. In
view of the aforementioned developments, the Group
anticipates potentially less orders in the coming financial year as
the global manufacturing sector enters a recession. The Group
will therefore remain in close contacts with both its customers
and supply chain partners to work collectively in overcoming the
challenges ahead.

As for the operation of online social media platforms, the Group
sees opportunities amid the challenges. On the one hand, the
disruption of business activities will certainly impact on the PRC
economy, particularly in the first half year, and already, a
tightened government policy and keen competition have
weighed on the business. On the other hand, the outbreak of
COVID-19 will give rise to a “stay-at-home economy” that will
create new opportunities for companies that can cater for the
increasing need for gaming. The Group will therefore continue
developing and launching more new and innovative mobile
games to satisfy this demand.

Despite the challenging times ahead, the Group will continue
its endeavour to bolster the two major business operations,
while at the same time evaluate suitable investment
opportunities that result in value creation for the Shareholders.
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Non-executive Director

Mr. ZHOU Xijian, aged 45, was appointed as a non-executive
Director and the chairman of the Board on 5 February 2015. Mr.
Zhou is the chairman of the nomination committee of the
Company (the “Nomination Committee”) and a member of the
remuneration committee of the Company (the “Remuneration
Committee”).

Mr. Zhou has over 20 years of business experience. He is the
president of & 1 % [® A& R 22 A (Daohe Group Co., Ltd*)
("Daohe Group”). Daohe Group is a multi-industry company
which is engaged in a wide range of businesses including but
not limited to liquor, drinking water, film and television, catering
and internet technology. On 6 September 2017, Mr. Zhou has
been appointed as a director and the chairman of Qingdao
Huaren Pharmaceutical Co., Ltd (stock code: 300110) which is
listed on the Shenzhen Stock Exchange. Mr. Zhou has also been
the chairman of L K& XL {H &K (HD AR A 7 (Beijing Pai PR
Communications Co., Ltd.*) since January 2016, the shares of
which are quoted on the National Equities Exchange and
Quotations in the People’s Republic of China (stock code:
839457). Mr. Zhou completed a postgraduate programme in
Management and Business Administration from the Business
School of Nanjing Normal University in 2011.

*  For identification purpose only
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Biographical Details of Directors and Senior Management

Executive Directors and Senior Management

Mr. WONG Hing Lin, Dennis, aged 50, was appointed as an
executive Director on 1 September 2010 and was appointed as
the chief executive officer of the Company on 1 January 2019.
He is the chairman of the executive committee of the Company
(the “Executive Committee”) and holds directorship of certain
subsidiaries of the Group. Mr. Wong has been the President of
the Group since 5 February 2015. He was the chief financial
officer of the Group from January 2006 to January 2017.

Prior to that, Mr. Wong was the head of corporate development
department of a Greater China based supply chain
management solutions provider and consumer products
distributor, primarily responsible for business development,
mergers and acquisitions and investor relations activities.
Previously, Mr. Wong had worked at several major international
financial institutions where he gained extensive experience in
finance, investments and banking. Mr. Wong holds a Master of
Business Administration degree in finance from Boston
University in the United States of America, and a Bachelor of
Science degree from The University of British Columbia in
Canada.
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Executive Directors and Senior Management

(continued)

Mr. HO Chi Kin, aged 51, was appointed as an executive
Director on 13 February 2018. Mr. Ho was also appointed as the
chief financial officer of the Company on 1 January 2018. Mr. Ho
was the company secretary of the Company from 24 August
2018 to 13 December 2019. He is a member of the Executive
Committee and holds directorships of certain subsidiaries of the
Group. Mr. Ho has tendered his resignation as an executive
Director, a member of the Executive Committee and the chief
financial officer of the Company with effect from 31 March 2020.

Mr. Ho has over 20 years of extensive experience in wealth
management services in the United States of America, Hong
Kong and mainland China, providing independent financial
consulting services for high-end customers, focusing on
corporate restructuring, mergers and acquisitions and assisting
domestic clients with managing assets in their overseas listings.
Mr. Ho began his career as an accountant at Tang & Wong
CPAs in Hawaii in 1993. From the year of 2000 to 2005, he was a
partner of CCP C.P.A. Limited where he handled a variety of
portfolios in auditing and assurance service in the fields of
properties, manufacturing, construction, trading and retailing
business, hotels and financial institutions. From the year of 2005
to 2016, Mr. Ho was a founder and managing director of TAKA
International Corporation, which is a professional firm for
provision of corporate restructuring, company secretarial and
accounting services in mainland China. Mr. Ho was appointed
as an executive director and the chief executive officer of
Smartac Group China Holdings Limited (Stock code: 395) in
December 2019. Mr.
Administration degree from Hawaii Pacific University and a

Ho holds a Master of Business

Bachelor of Business Administration degree from the University
of Hawaii. Mr. Ho is a qualified accountant and a member of the
American Institute of Certified Public Accountants and the
Hong Kong Institute of Certified Public Accountants.

*  For identification purpose only
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Biographical Details of Directors and Senior Management

Executive Directors and Senior Management

(continued)

Mr. LONG Liping, aged 45, was appointed as an executive
Director on 16 April 2019. Mr. Long is a member of the
Executive Committee.

Mr. Long has over 10 years of experience in management, risk
control management, auditing and accounting fields. Mr. Long
is currently a visiting professor of Hohai University, a president
(finance) of Zhong Xing Yong He Investments Co. Ltd.* (F #i5k
LA BMRATA]), and vice chairman of the Medical and Health
Committee of China Hong Kong Economic Trading
International Association. He is a member of the Chinese
People’s Political Consultative Conference of Nanjing Lishui
District and a vice chairman of Hunan Chamber Commerce
Jiangsu Province. Prior to that, Mr. Long was a vice president
(risk control) of Guangdong Daohe Investment Industrial Group
Co,lid* (BEREMEEEXZSEBBRATF) (now known as
“Daohe Group Co., Ltd* (& 1 & B & B 2 7)), an audit
director and a vice president (finance) of Nanjing JoyMain
Science and Technology Development Co. Ltd.* (R H IR EHE
ZERBBRAF]), and a certified public accountant of Zhongxingcai
Guanghua Certified Public Accountants. Mr. Long is a member
of the Chinese Institute of Certified Public Accountants. He
holds a Master of Agricultural Promotion degree from
Huazhong Agricultural University.

*  For identification purpose only
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Independent Non-executive Directors

Mr. WANG Arthur Minshiang, aged 59, has been an
independent non-executive Director since 22 April 2002. Mr.
Wang is the chairman of the Remuneration Committee and a
member of each of the audit committee of the Company
(the” Audit Committee”) and the Nomination Committee.

Mr. Wang is a managing director of 698 Capital Limited, a
private Asian investment firm. Previously, Mr. Wang was also a
member of the board and audit committee of NASDAQ listed
Homeinns Hotel Group, one of the China’s leading hotel chains.
Mr. Wang was a member of the board and the chief executive
officer of GigaMedia Limited, a NASDAQ listed online
entertainment and game provider. Mr. Wang was also
previously a co-founder and executive director of KGI Asia
Limited, an investment bank and securities brokerage. Mr.
Wang has also served on the board of directors of several
finance and technology companies in the region and was
previously a member of the board and the chairman of the audit
committee of Softbank Investment International (Strategic)
Limited (how known as China Wah Yan Healthcare Limited)
(stock code: 648), the shares of which are listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Mr. Wang received his Juris Doctorate degree
from Yale Law School and practised corporate and securities
law in Hong Kong and New York. He also holds a Bachelor of
Arts degree from the University of California at Los Angeles in
the United States of America.
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Biographical Details of Directors and Senior Management

Independent Non-executive Directors (continued)

Mr. LAU Shu Yan, aged 38, was appointed as an independent
non-executive Director on 11 January 2017. Mr. Lau is the
chairman of the Audit Committee.

Mr. Lau is currently a partner of an audit firm. He had previously
worked in an international accounting firm and has over 10 years
of experience in finance, auditing and accounting fields. Mr. Lau
is currently an independent non-executive director and
chairman of the audit committee of FEYITAAZERZERIF RN B
fR 2 a] (Shenzhen Mingwah Aohan High Technology Corporation
Limited*) (stock code: 8301), and an independent non-executive
director, chairman of the audit committee and member of the
remuneration committee of Perfectech International Holdings
Limited (stock code: 765), the securities of which are listed on
the GEM and the Main Board of the Stock Exchange,
respectively. Mr. Lau graduated from the University of
Newcastle upon Tyne, United Kingdom with a Bachelor of Arts
degree majoring in accounting and financial analysis. He is a
member of the Hong Kong Institute of Certified Public
Accountants and a fellow of the Association of Chartered
Certified Accountants. Mr. Lau was formerly an independent
non-executive director of Evershine Group Holdings Limited
(formerly known as TLT Lottotainment Group Limited) (stock
code: 8022) from 11 July 2012 to 16 January 2014 and an
independent non-executive director of Union Asia Enterprise
Holdings Limited (stock code: 8173) from 31 December 2015 to
13 November 2019, the securities of which are listed on the
GEM of the Stock Exchange.

*  For identification purpose only
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Independent Non-executive Directors (continued)

Mr. ZHANG Huijun, aged 63, was appointed as an independent
non-executive Director on 11 January 2017. Mr. Zhang is a
member of each of the Audit Committee, the Remuneration
Committee and the Nomination Committee.

Mr. Zhang is currently a vice-chairman of each of China Film
ZuEa0n
K& (Beijing Film and TV Artist Association*), deputy director

Association, Beijing Film Specialist Association and 1t &

of China Council for the Promotion of Art Education, a tutor and
professor of the Academy of Chinese Culture under Peking
University, director of P B E 5 & # M7 FThT (China Research
Institute of Film Technology*), vice chairman and standing
member of the council of China Society of Motion Picture and
Television Engineers, member of each of the Academic Degree
Committee of the State Council and National Art Professional
Master Degree Education Steering Committee under the
Ministry of Education. He is also a member of BIR# B H e %
BRELHNE T1EZ 8€ (Committee of Quality Education in
Higher Education Institutions under the Ministry of Education®),
head of the higher education division under the Education
Committee of China Photographers Association, principal
specialist of Beijing Film and Television Art Research Centre,
vice-president of China Advertising Association of Commerce
and a specialist enjoying special government subsidies granted
by the State Council. Mr. Zhang is also a tutor to doctoral
students and a professor of Beijing Film Academy in which he
was enrolled in 1978 (Class 78) as a student under the
department of photography and graduated with a Bachelor of
Arts (cinematography) degree in July 1982. In the same year, he
assumed a teaching post at his alma mater shortly after
graduating with flying colours.

*  For identification purpose only
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Biographical Details of Directors and Senior Management

Independent Non-executive Directors (continued)

Mr. Zhang was a member of the national committee of the 10th
and 11th Chinese People’s Political Consultative Conference
("CPPCC"), a member of the 10th and 11th CPPCC
Subcommittee of Education, Science, Culture, Health and
Sports, as well as a specially invited supervisor of the Ministry of
Public Security. He has acted as the deputy director of Beijing
Film Academy for 8 years and the director of Beijing Film
Academy for 14 years.

Mr. Zhang was accredited the & 55 5§ & 2k A 42 (Outstanding
Tutor Award*) at the 99 & B K 2 4 Z 1i7 57 (Arts Festival for
University Students Across China 1999*) co-hosted by the
Ministry of Education, Ministry of Culture, Central Committee of
the Communist Youth League of China, State Administration of
Radio, Film and Television and the Beijing Municipal
Government. He was conferred EAFICRZ 2B E (=R EE)
(Commendatore dell’Ordine della Stella della Solidarieta
Italiana (3rd Class)) by the President of the Italian Republic in
recognition of his positive contribution to the promotion of
cultural exchange and friendly cooperation between the PRC
and Italy. Being the awardee of FEIX (b EFE A A EE R AR
K #Z (Award of Special Contribution to the Nurture of Talents
for Cultural Industries of China*) by the organizing committee
of Forum on International Cultural Industries (China), Mr. Zhang
has been engaged as a life member of the judging committee
of Macau International Movie Festival.

Being a famous cinematographer, director, producer in the
PRC, as well as a "fifth generation” leading figure of the PRC's
movie industry, Mr. Zhang has involved himself in the
production of over 20 movies, making enormous artistic
achievement and winning numerous prestigious awards at
home and abroad. Besides, Mr. Zhang has presented over 300
TV productions, including drama series and other genres, in the
capacity of director, cinematographer, organizer and producer.
He has written, compiled and undertaken over 20 academic
papers. He has undertaken research projects of state and
provincial level covering the aspects of science, education and
technology as a project leader or principal participant.

*  For identification purpose only
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Daohe Global Group Limited (the “Company”) has adopted
the code provisions (the “Code Provisions”) as stated in the
Corporate Governance Code (the “CG Code”) contained in
Appendix 14 to the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) as the Corporate Governance
Code (the "Code") of the Company. The board (the “Board”)
of directors (the "Directors”) is committed to complying with
the Code to the extent that the Directors consider it to be
applicable to the Company and suited to the needs and
interests of the Company and its subsidiaries (collectively (the
“Group")).

The corporate governance principles of the Group emphasise
an effective Board, sound internal controls, appropriate
independence policy, and transparency and accountability to all
shareholders of the Company (the “Shareholders”).

During the year ended 31 December 2019, the Company has
complied with all the applicable Code Provisions of the CG
Code to the Listing Rules, save for the deviations discussed in
the relevant paragraphs below.

(A) DIRECTORS' SECURITIES TRANSACTIONS
The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code") set out in Appendix 10 to the Listing Rules as its
code of conduct for dealing in securities of the Company
by the Directors.

The Company, having made specific enquiries, obtained
confirmations from all the Directors that they have
complied with the required standards set out in the Model
Code throughout the year ended 31 December 2019.

The Company has also established written guidelines on
no less exacting terms than the Model Code (the
"Employees Written Guidelines”) for securities
transactions by relevant employees who are likely to
possess unpublished inside information in relation to the
Company or its securities.

No incident of non-compliance with the Employees
Written Guidelines by the relevant employees was noted
by the Company during the year ended 31 December
2019.

20 Daohe Global Group Limited
Annual Report 2019

BNRFEEARAR ([AAT]) ERAETEH
EBRGAAERAR(BXA])EFESF EMARA(T L
AR DT OmEzbXEAT((EEE
AR mey s ANESC (TSP RIRS D) - fERAR
AMmAREATA(FA) - EF((EEDE(E
BE A EEERREARARALTA
REREMERR (5 [ REl]) FERNEW
AITE N BRBRETRIITS

AEERRERRAMEEBUMESTE  RIFW
W%?¢&MQW§ VBE  WRANAREER
RIBRDEH—EREBRELHENESS -
BE_Z-NAF+-_A=1T—"HLEFE A2

EhﬁtmﬁW¢%%ﬁ?WZ%ﬁm%#%M
X ABIATERBERE Pt B & BRI ©

(A) EEZEHXS
ARRIRERAETRAMEPAE 2 EHE
TAERETEFRZNEESTH ([RESF
Bl (EREEEEALRAIEFAIRTTR -

$ AIEIFLREERR CREBESHR
RERBE_T-NAFT_A=+—H
ti& BHETRETRMEOREER

FLAIBEH A AR RS EEFESHB 2 RER
%ZW%%QZﬁ%ﬁELﬂ EHR5 A

RAINGE TBERMRET IR 2 EE
el (B &mEES ) -

ARRRBERARBE—T-—NF+_-A
=t-ALtFERHREERESEEmMESI



(B) BOARD OF DIRECTORS

Board Composition

As at 31 December 2019, the Board had seven Directors
comprising three executive Directors, one non-executive
Director and three independent non-executive Directors.
During the year ended 31 December 2019, the Company
had at all times complied with Rules 3.10 and Rules 3.10A
of the Listing Rules.

The Directors have given sufficient time and attention to
the Company'’s affairs during the year ended 31 December
2019. The Company requests the Directors to disclose
annually to the Company the number and nature of offices
held in public companies or organisations and other
significant commitments.

Independent non-executive Directors and non-executive
Director provide the Board with diversified skills, expertise
and experience. Their views and participation in Board
and committee meetings bring independent, constructive
and informed comments on issues relating to the
Company'’s strategies and policies to ensure that the
interests of all Shareholders are taken into account.

An updated list of the Directors identifying their roles and
functions is maintained on the websites of the Company
and the Stock Exchange. Independent non-executive
Directors are identified as such in all corporate
communications containing the name of the Directors.

Mr. ZHOU Xijian is a director and shareholder of Dache
Global Investment Holding Limited (“Daohe Global
Investment”), a controlling shareholder of the Company.
Save as disclosed above, none of the members of the
Board has any relationship (including financial, business,
family or other material/relevant relationship(s)) with each
other.

Biographical details of the Directors are set out in the
"Biographical Details of Directors and Senior Management”
section of this annual report.
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Board Diversity Policy

The Company has adopted a board diversity policy (the
“Board Diversity Policy”) on 30 August 2013 (which was
revised on 14 December 2018) setting out the approach to
achieve diversity on the Board.

The Company recognises the importance of having a
diverse team of Board members, which is an essential
element in maintaining an effective Board and enhancing
corporate governance standard. The Nomination
Committee of the Company is delegated the authority
(amongst other things) to review and assess the diversity
of the Board, with the objective of maintaining an
appropriate mix and balance of skills, knowledge,
experience and diversity of perspectives on the Board
which are appropriate to the requirements of the
Company's business.

Selection of candidates will be based on a range of
diversity perspectives, including but not limited to skills,
knowledge, industry and professional experience, cultural
and educational background, gender, age and length of
service. The ultimate decision will be based on merit and
contribution that the selected candidates will bring to the
Board. The Nomination Committee shall discuss and
where necessary, agree on the measurable objectives for
achieving diversity on the Board and make recommendation
to the Board. The Board may adopt and/or amend from
time to time (as applicable) such diversity perspectives
and/or measurable objectives that are appropriate to the
Company’s business and Board succession planning, as
applicable.
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Director Nomination Policy

The Company has adopted a director nomination policy
(the "Director Nomination Policy”) on 14 December 2018
setting out the procedures and criteria to be used by the
Company in relation to the selection, appointment and re-
appointment of Directors to ensure that the Board
maintains an appropriate mix and balance of skills,
knowledge, experience and diversity of perspectives to
the requirements of the Company’s business.

The Nomination Committee shall make reference to this
Director Nomination Policy and the Board Diversity Policy
to nominate suitably qualified candidates to the Board for
it to consider and make recommendations to the
Shareholders for election as Directors at general meetings
or appointment as Directors to fill casual vacancies or as
an addition to the Board.

Directors’ and Officers’ Liabilities Insurance

The Company has arranged appropriate insurance
coverage on directors’ and officers’ liabilities of the
Company and its subsidiaries in respect of any legal
actions taken against the Directors and officers of the
Company and its subsidiaries arising out of corporate
activities.

Delegation by the Board

The overall management of the Company’s business is
vested in the Board, which assumes the responsibility for
the leadership and control of the Group and is collectively
responsible for promoting the success of the Group by
directing and supervising the Group's affairs. All Directors
should make decisions objectively in the best interests of
the Company.

The functions of the Board are carried out either directly
or through Board committees. To ensure the Board is in a
position to exercise its powers in an informed manner,
management provides monthly management accounts
and updates to the Directors who also have full and timely
access to all relevant information and may take independent
professional advice if necessary. Furthermore, the types of
decisions to be delegated by the Board to management
include implementation of the strategy and direction
determined by the Board, operation of the Group's
businesses, preparation of financial statements and
operating budgets, and compliance with applicable laws
and regulations.
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To comply with the requirement under the CG Code, the

Board is also responsible for performing the corporate

governance duties including but not limited to:

develop and review the Company’s policies and
practices on corporate governance and make
recommendations to the Board;

review and monitor the training and continuous
professional development of the Directors and
senior management;

review and monitor the Company’s policies and
practices on compliance with legal and regulatory

requirements;

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

review the Company’s compliance with the code
and disclosure in the corporate governance report.

During the year ended 31 December 2019, the Board met
regularly for reviewing and approving the financial and

operating performance, the compliance of CG Code and

corporate governance report, and considering and

approving the overall strategies and policies of the

Company.
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The Company currently has four Board committees. The VNN
table below provides membership information of these
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committees on which each Board member serves.

Directors

E=

Board Committees

EZZES Executive Audit Remuneration  Nomination
Committee Committee Committee Committee
HTZEE ENZEE gHzEE EEZEg

Non-executive Director EHTES
ZHOU Xijian (Chairman) AHB(XF) M c
Executive Directors HITES
WONG Hing Lin, Dennis BEF C

(Chief Executive Officer and (THRHFER)

President)

HO Chi Kin B M

(Chief Financial Officer) (B 7518E)
LONG Liping®ete " B () M
Independent non-executive BYFHTES

Directors
WANG Arthur Minshiang ThE M C M
LAU Shu Yan 21t A C
ZHANG Huijun REE M M M
Notes: Bi&E
1. Mr. LONG Liping appointed as an executive Director, and a 1. BAFEEEZT-NFOA T AREZEHN

member of the Executive Committee with effect from 16 April 2019. TEFERRITEEGKE -

C Chairman of the relevant Board Committees C EFHEEZEEeNER
M Member of the relevant Board Committees M EHEEZEENKE

ERMEBEBERAT g
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Board Meetings and Committees Meetings EEgeaRTEEER
The attendance of individual Directors at the Board and LREEHEARTREBE-_Z—NF+=HA
its committee meetings, and the annual general meeting —t+—HIFERTHEEe NELTEEeS
(the “AGM") of the Company held during the year ended EhERABFAS ((RRBERE)NBR
31 December 2019 is set out in the following table: HINN TR :

e e O O
Attendance/Number of Meetings

HEE /BERY
Executive Audit Remuneraton  Nomination Annual
Board Committee = Committee  Committee  Committee General
Name of Directors £33 Meeting Meeting Meeting Meeting Meeting Meeting
EX® ¥ Z8E® ERZEE FHEEER REZEY RE
g# g# g# g# g3 BEAE
I R D D D D R
Non-executive Director FHTES
ZHOU Xijan A#fk 35 - - 171 171 o1
Executive Directors HTES
WONG Hing Lin, Dennis BEF 5/5 5/5 - - - 11
HO Chi Kin OEES 5/5 5/5 212 - - 11
LONG Liping™=" BRI it 34 00 - - - -

Independent non-executive BIFHTES

Directors

WANG Arthur Minshiang kg2 4/5 - 12 17 11 01

LAU Shu Yan 28 A 4/5 - 212 - - 11

ZHANG Huijun REE 4/5 - 2/2 11 11 A

Number of meetings held BENBITRY 5 5 2 1 1 1

Notes: B3

1. Mr. LONG Liping appointed as an executive Director, and a 1. EATEEBE T -NFOA T BREZEH
member of the Executive Committee with effect from 16 April 2019. TEEFRPITEERKE °

* The Director is not a member of the Committee at the relevant time * PIEERRESTIFAEE SN EEESLERS
but attended the meetings by invitation. B
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Apart from holding physical meetings, the Board and
Board committees also circulate written resolutions for
approval by the relevant members of the Board and Board
committees except for matters where a substantial
shareholder or a Director has a conflict of interest which
the Board has determined to be material in compliance
with Code Provision A.1.7 of the CG Code.

The Board having considered the attendance records and
training records of the Directors and the confirmation
provided by each Director is satisfied that each Director
spends sufficient time performing his responsibilities. Key
issues and decisions made during the meetings were

communicated to the Directors in a timely manner.

Chairman and Chief Executive Officer

Currently, the chairman of the Board and the chief
executive officer (“CEO") of the Group are Mr. ZHOU
Xijian and Mr. WONG Hing Lin, Dennis, respectively. The
roles of Chairman and CEO are segregated and their
respective responsibilities are clearly defined and set out
in writing.

The Chairman’s principal role is to provide leadership for
the Board on corporate and strategic planning, ensure
proper proceedings of the Board and encourage all
Directors to have active contributions to the Board's
affairs.

The CEO, supported by the other executive Directors and
management, is to manage and operate the Group's day-
to-day business, including the implementation of major
strategies and initiatives adopted by the Board.

Non-executive Director

Mr. ZHOU Xijian, chairman and non-executive Director, is
appointed for a term of three years under his letter of
appointment. All Directors including non-executive
Director are subject to retirement by rotation and eligible
for re-election at the AGM at least once every three years
in accordance with the bye-laws of the Company (the
“Bye-laws”). The Company has issued a formal letter of
appointment to Mr. Zhou setting out the key terms of his
appointment.
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Code provision E.1.2 of the CG Code requires the
Chairman to attend the AGM. Due to other business
commitments, Mr. ZHOU Xijian was not able to attend the
AGM held on 31 May 2019 (the “2019 AGM"). Mr. HO
Chi Kin, an executive Director, the chief financial officer
and the then company secretary of the Company, acted
as the chairman of the 2019 AGM to ensure an effective
communication was carried out with the Shareholders.

Independent non-executive Directors

Every independent non-executive Director is appointed
for a specific term under his letter of appointment. All
Directors including independent non-executive Directors
are subject to retirement by rotation and eligible for re-
election at the AGM at least once every three years in
accordance with the Bye-laws. The Company has issued
formal letter of appointments to its independent non-
executive Directors setting out key terms of their
appointments.

The Company has received written annual confirmation
from each independent non-executive Director of his
independence pursuant to Rule 3.13 of the Listing Rules.
Based on the contents of such confirmation, the Company
considers all of the independent non-executive Directors
to be independent.

Independent non-executive Director who has
served for more than nine years

Mr. WANG Arthur Minshiang has served as independent
non-executive Director for more than nine years. To
comply with Code Provision A.4.3 of the CG Code, Mr.
Wang retired voluntarily and was re-elected as Director at
the AGM held on 27 August 2012, 27 August 2015 and 30
August 2017, respectively. He will also retire by rotation
and offer himself for re-election as Director at the
forthcoming AGM to be held on 28 May 2020.

Directors’ Continuous Professional Development
Each newly appointed Director has received a
comprehensive, formal and tailored induction on the first
occasion of his appointment, so as to ensure that he has
an appropriate understanding of the business and
operations of the Group and that he is fully aware of his
responsibilities and obligations under the Listing Rules
and relevant regulatory requirements.
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There are also arrangements in place for providing
continuing briefing and professional development to the
Directors at the Company's expenses whenever necessary.

The Company provides regular updates and presentations
on changes and developments relating to the Group's
business and the legislative and regulatory environments
in which the Group conducts its business to the Directors.

The trainings received by the Directors during the year
ended 31 December 2019 are summarised as follows:

n

e

N
BRMRE

BERER  ARFANSERHFNESREASSE
BN RBEXER  BERARNRAEALE -

23R AKX

ARG B ARG E X E
ZIEREEREZEGH R ERAEFREM
TEHIE T MR -

EERBE-F-NAF+-A=1T—HLLF
EEZMEIBnT -

Attending seminars and/or
reading materials on legal
and regulatory updates,
corporate governance,
director’s duties and
responsibilities

Directors or group’s business

HERSERREE
EELEREERFER -

TtEER ESEHER

= EEREEEKHMH

|

Non-executive Director FHITES

ZHOU Xijian (Chairman) AR (ER) v

Executive Directors HITES

WONG Hing Lin, Dennis BEF v

(CEO and President) (TR H R BE)

HO Chi Kin (Chief Financial Officer) BECICp ) v

LONG Liping Mete D BRI+ (D) v

Independent non-executive Directors BYKHITES

WANG Arthur Minshiang T 4

LAU Shu Yan £ 4

ZHANG Huijun REE v

Notes:

1. Mr. LONG Liping appointed as an executive Director, and a
member of the Executive Committee with effect from 16 April 2019.
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Change to the Emolument of Directors
The following changes were made to the emolument of
Directors:

The director’s salary of Mr. WONG Hing Lin, Dennis has
been increased to HK$450,000 per month with effect from
1 January 2019.

The director’s salary of Mr. HO Chi Kin has been increased
to HK$120,000 per month with effect from 1 January 2019.

Company Secretary

Mr. HO Chi Kin had been the company secretary of the
Company (the “Company Secretary”) with effect from 24
August 2018 to 13 December 2019. With effect from 13
December 2019 to the date of this report, Ms. Cheng Sau
Man has been appointed as the Company Secretary in
place of Mr. Ho.

All Directors have access to the advice and services of the
Company Secretary, who is responsible for ensuring that
the board procedures are followed, advising the Board on
all corporate governance matters, and arranging induction
programs including briefings on the general and specific
duties of directors under legal and regulatory requirements
for newly appointed directors. The company secretary
facilitates the induction and professional development of
directors.

During the year ended 31 December 2019, both Mr. Ho
and Ms. Cheng had received no less than 15 hours of
relevant professional training to refresh their skills and
knowledge.

BOARD COMMITTEES

The Company currently has four committees, namely, the
Executive Committee, Audit Committee, Remuneration
Committee and Nomination Committee, for overseeing
particular aspects of the Company'’s affairs.

Terms of reference of all Board committees are available
on the Stock Exchange’s website and the Company’s
website.

Daohe Global Group Limited
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Current structure of the Board

The Board committees are provided with sufficient
resources to discharge their duties and, upon reasonable
request, are able to seek independent professional advice
in appropriate circumstances, at the Company'’s expenses.

Executive Committee
The Executive Committee currently consists of all the
executive Directors as follows:

WONG Hing Lin, Dennis (Chairman)

(appointed as Chairman with effect from 1 January 2019)
HO Chi Kin (resigned with effect from 31 March 2020)
LONG Liping (appointed with effect from 16 April 2019)

The Board has delegated the day-to-day management
and operation functions of the Group to the Executive
Committee save to the extent that certain powers and
authorities are reserved to the full Board or the other
Board Committees. The Executive Committee is also
responsible for reviewing or recommending to the Board
the investment transactions of the Group and has the
power to approve transactions that would not constitute
notifiable transactions under Chapter 14 of the Listing
Rules, connected transactions under Chapter 14A of the
Listing Rules or capital market activities.
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During the year ended 31 December 2019, the Executive
Committee held five meetings to approve the matters
relating to the management and day-to-day operations of
the Company. The attendance of individual Directors at
the committee meetings is set out on page 26 of this
annual report. Apart from the said meetings, matters
requiring the Executive Committee’s approval were
arranged by means of circulation of written resolutions.

Audit Committee
The Audit Committee currently comprises three
independent non-executive Directors as follows:

LAU Shu Yan (Chairman)
WANG Arthur Minshiang
ZHANG Huijun

None of the members of the Audit Committee is a former
partner of the Company'’s existing external auditor.

The primary duties of the Audit Committee are to review
the Company’s annual reports and accounts, interim
reports and results announcements and to provide advice
and comments thereon to the Directors. The Audit
Committee also reviews and monitors the external
auditor’'s independence and objectivity and the
effectiveness of the audit process. The members meet
regularly with the external auditor and the Company’s
senior management for the review and supervision of the
Company's financial reporting, risk management and
internal control systems. The Audit Committee is also
responsible for monitoring integrity of the financial
statements of the Company and the Company’s annual
reports and accounts and interim reports, and to review
significant financial reporting judgements contained in
them.

As required by Code Provision C.3.7 of the CG Code,
details of arrangements for employees to raise concerns
about improprieties in financial reporting, internal control
and other matters have been included in the Employee
Handbook since 1 April 2012.

The Company amended the terms of reference of the
Audit Committee, which took effect from 14 December
2018, in order to conform to the revised Code Provision
C.3.2 of the CG Code which took effect on 1 January 2019.
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The Audit Committee met two times during the year
ended 31 December 2019. The attendance of individual
Directors at the committee meetings is set out on page 26
of this annual report. Apart from the said meetings,
matters requiring the Audit Committee’s approval were
arranged by means of circulation of written resolutions.

The work performed by the Audit Committee during the
year ended 31 December 2019 included:

(@) reviewed the financial statements and reports and
considered any significant or unusual items raised by
the chief financial officer or external auditor before
submission to the Board;

(b) reviewed the interim and annual results of the
Group, discussed and approved the relevant
financial reports, reviewed the Group's internal
control system;

(c) approved the revised risk assessment report and
2019-2021 Internal Audit Plan;

(d) reviewed the relationship with the external auditor
by reference to the work performed by the auditor,
their fees, terms of engagement and independence,
and made recommendation to the Board on the
appointment, re-appointment and removal of
external auditor proposed by management;

(e) reviewed the adequacy and effectiveness of the
Company's financial reporting system, internal
control system and risk management system and
associated procedures; and

()  reviewed and recommended the Board to approve
the revised terms of reference of the Audit
Committee, if required.

Private session between the Committee members and the
external auditor without the presence of the management
had also been arranged.

There was no disagreement between the Board and the
Audit Committee on the selection and appointment of the
external auditor during the year ended 31 December
2019.
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Remuneration Committee
The Remuneration Committee currently comprises three
members, the majority of which are independent non-
executive Directors, as follows:

WANG Arthur Minshiang (Chairman)
ZHOU Xijian
ZHANG Huijun

The primary objectives of the Remuneration Committee include
making recommendations on and approving the Company's
policy and structure for all the remuneration packages of the
Directors and senior management. The Remuneration
Committee is also responsible for establishing formal and
transparent procedures for developing remuneration policy and
structure to ensure that no Director or any of his/her associates
will participate in deciding his/her own remuneration, which
remuneration will be determined by reference to the
performance of the individual and the Company as well as
market practice and conditions. The Remuneration Committee
shall consult the chairman and/or the CEO of the Company
about their recommendations on remuneration policy and
structure and remuneration packages.

The Company adopted Code Provision B.1.2(c)(i) out of
the two models suggested by the CG Code. As a result,
the Board as a whole is responsible for determining the
remuneration of non-executive Directors whereas the
Remuneration Committee has the authority to approve
the remuneration of the individual executive Directors and
senior management of the Company and its subsidiaries
as well as share options related matters.

The Remuneration Committee met one time during the year
ended 31 December 2019. The attendance of individual
Directors at the committee meetings is set out on page 26 of
this annual report. Apart from the said meeting, matters
requiring the Remuneration Committee’s approval were
arranged by means of circulation of written resolutions.
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The work performed by the Remuneration Committee
during the year ended 31 December 2019 included:

(a) reviewed and recommended the remuneration of
the new Director;

(b) reviewed, adjusted the salary and approved the
discretionary bonus of Executive Directors; and

(c)  reviewed the terms of reference of the Remuneration
Committee.

Nomination Committee

The Nomination Committee currently comprises three
members, the majority of which are independent non-
executive Directors, as follows:

ZHOU Xijian (Chairman)
WANG Arthur Minshiang
ZHANG Huijun

The main duties of the Nomination Committee include
the following:

(@)  review the structure, size and composition (including
the skills, knowledge, experience and diversity of
perspectives) of the Board at least annually and
make recommendations on any proposed changes
to the Board to complement the Company's
corporate strategy;

(b) identify individual suitably qualified to become Board
members and select or make recommendations to
the Board on the selection of individuals nominated
for directorship;

(c) assess the independence of independent non-
executive Directors, having regard to the requirements
of the Listing Rules;

(d) make recommendations to the Board on the
appointment or re-appointment of Directors and
succession planning for Directors, in particular the
Chairman and the Chief Executive; and
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(e) ensure that the Board has a balance of skills,
knowledge, experience and diversity of perspectives
appropriate to the requirements of the Company's
business, and in that regard, the Nomination
Committee should assist the Board to formulate and
review a policy concerning diversity of Board
members.

The Nomination Committee met one time during the year
ended 31 December 2019. The attendance of individual
Directors at the committee meetings is set out on page 26
of this annual report. Apart from the said meeting, matters
requiring the Nomination Committee’s approval were
arranged by means of circulation of written resolutions.

The work performed by the Nomination Committee
during the year ended 31 December 2019 included:

(i) reviewed the Directors who were due to retire
pursuant to the Bye-laws and the CG Code and
recommended that they be subject to retirement
and re-election at the 2019 AGM;

(i) considered the appointment of a new Director and
the renewal of the letters of the appointment of the
independent non-executive Directors and made
recommendations to the Board for such to be
approved, if the Board thought fit;

(i)  reviewed the structure, size and composition of the
Board (including the skills, knowledge and
experience) of the Board;

(iv) assessed the independence of each independent
non-executive Directors;

(v)  reviewed the terms of reference of the Nomination
Committee; and

(vi)  reviewed the Board Diversity Policy and the Director
Nomination Policy.
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(D) RISK MANAGEMENT AND INTERNAL

CONTROLS

The Board places great importance on risk management
and internal control and has ultimate responsibilities for
overseeing management in the design, implementation
and monitoring of the risk management and internal
control system of the Group on an ongoing basis. The
Board is also committed to and is responsible for
reviewing the adequacy and effectiveness of the Group's
risk management and internal control systems.

The Group established the risk management and internal
control systems with aims to manage rather than eliminate
the risk of failure to achieve business objectives, and
provide reasonable but not absolute assurance against
material misstatements or losses caused by judgment in
decision making process, human error, fraud or other
irregularities.

In order to comply with the applicable CG Code to the
Listing Rules, the Board has retained an external
independent professional firm as the outsourced internal
auditor with a view to facilitating adequacy of resources
and quality of review to satisfy the Group's internal audit
function as required by the Stock Exchange and to assist
the Board to perform annual reviews on the effectiveness
of the Group's risk management and internal control
systems for the year ended 31 December 2019.

During the year ended 31 December 2019, the Group had
maintained an internal audit charter which defines the
scope and the duties and responsibilities of the internal
audit function and its reporting protocol. The Group has
conducted an annual risk assessment which identified
respective strategic risks, operational risks, financial risks
and compliance risks for the Group. Based on the risk
assessment results following a risk based methodology
audit approach, a three-year audit plan was devised which
prioritised the risks identified into annual audit projects.
The annual review was performed according to the audit
plan with a view to assisting the Board and the Audit
Committee to evaluate the effectiveness of the Group's
risk management and internal control systems. The review
also covered the compliance of CG Code to the Listing
Rules, material controls, including financial, operational
and compliance controls at entity and operational levels.
The Group has taken further steps to enhance its risk
management and internal control systems according to
some weaknesses identified during risk assessment and
examination of the internal control and strengthen the
implementation of all the risk management and internal
control systems.

Corporate Governance Report

ARERRE

(D) ABREER AN

ExgnEERREREELAMEE  Hi
BEEEEASERREREMAEZERLS
MERE BERRERAARKRET -EFE
RN B B e AR E R EE & AR
ERBFEDERB R -

FEBEREVEAREERABEZRR B
EEEMIPERR REEKER B RORR -
W AR FBIZ P AP 5| B EASE R
BRALRIRR - AREER - BEFEMERTT
RERHSEMIFBRYE 2RE -

RETEAETRAZEEERTR  EF
SRR L EXEBHM RIS REZ
2D - EEWEREE R R MIERENE
= EAKREAIEZBAL R BB THE
ITHBEEFEHAKRERBE_T—1LF
ToA=+—HALFENRRERERAE
BERGOMAETFEES

REBE-_FT-NFT-_A=+—RHLFE"
AEERRE-ERNFEZEE  HAEENR
MEZNENBELBME REREHRK - N
SEDETFERBRME - R A BRIAE
B e AR RS R - AR - B ER KR
BRER - REBERMERTENERT AR
MERFEER  AEECHIE—EA=6F%
ZET 8 At Bl AR 2 R E LIS
EEZER - REBZAIETHFER
Bl SEBHEFELNEZZEGNELE
) [\ B B IR K M R BR AR R AT KB o iR E
TR E EMARR 2 EEEATAMA R R
EXER(BREVE  2EMNERBNEE
KRS RIES]) - NEBERENERY
R A ERE e B IR AT R 80 E T 553, -
BREGE — S ieig e H R & 1 N MR g
RSB EMEAA R EE LA EE R

ENEREBMARAT 37
—EhEER



>

PN

Y

0‘

CorporlsiGovernance Report

(E)

38

g

The Group has established procedures in handling and
dissemination of inside information in an accurate and
secure manner and to avoid possible mishandling of
inside information within the Group. The Policy on
Disclosure of Inside Information provide a guide to the
Company's directors, senior management, officers and
relevant employees in handling confidential information,
monitoring information disclosure and responding to
enquiries.

Based on the risk management and internal control
systems established and maintained by the Group, the
work performed by the external auditor, the internal
auditor, and reviews performed by the management,
respective Board Committees and the Board, the Audit
Committee and the Board are of the view that the Group
has maintained sound and effective internal audit, risk
management and internal control system during the year
ended 31 December 2019.

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for
preparing the financial statements of the Group for the
year ended 31 December 2019 and confirmed that the
consolidated financial statements contained herein give a
true and fair view of the consolidated financial position of
the Group as at 31 December 2019, and of the
consolidated financial performance and the consolidated
cash flow of the Group for the year ended 31 December
2019. In preparing the accounts for the year ended 31
December 2019, the Directors, with the assistance of the
management, selected the suitable accounting policies
and applied them consistently, made judgements and
estimates that are prudent, and prepared the accounts on
the going concern basis. Such acknowledgement should
be read in conjunction with, but be distinguished from,
the Independent Auditor's Report of the external auditor
of the Company, Ernst & Young (“EY"), in relation to their
reporting responsibilities as set out in their auditor’s
report on pages 116 to 122 of this annual report.

The Directors are not aware of any material uncertainties
relating to events or conditions that may cast significant
doubt upon the Company’s and the Group’s ability to
continue as a going concern. Accordingly, the Directors
have prepared the consolidated financial statements on a
going concern basis.
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(F)

The consolidated financial statements of the Company for
the year ended 31 December 2019 have been audited by
EY. For the year ended 31 December 2019, fees charged
by EY for audit services amounted to approximately
US$317,000 (equivalent to approximately HK$2,466,000)
and for non-audit services was approximately US$11,000
(equivalent to approximately HK$86,000). Non-audit
services were mainly related to tax services.

COMMUNICATION WITH SHAREHOLDERS
The Board has established a shareholders’ communication
policy and posted it on the website of the Company
setting out the principles of the Company in relation to
shareholders’ communications, with the objective of
ensuring that Shareholders are informed of balanced and
understandable information about the Company
(including the Group’s strategies, businesses, major
developments and financial performance) in a factual and
timely manner and to enable them to exercise their rights
as Shareholders in an informed manner. The Company
aims to be open and transparent with its Shareholders and
encourages Shareholders’ active participation at the
Company'’s general meetings.

Information would be communicated to the Shareholders
mainly through the Company’s corporate communications
(such as interim and annual reports, announcements and
circulars), AGMs and other general meetings, as well as
disclosure on the websites of the Company and the Stock
Exchange. Interim reports, annual reports and circulars are
sent to the Shareholders in a timely manner and are also
available on the websites of the Company and the Stock
Exchange. The Company’s and the Stock Exchange's
websites provides Shareholders with the corporate
information.

Shareholders are provided with contact details of the
Company as set out in “Shareholder Information” section
to this annual report, such as telephone hotline, fax
number, email address and postal address, in order to
enable them to make any query that they may have with
respect to the Company. They can also send their
enquiries to the Board through these means. In addition,
Shareholders can contact Tricor Standard Limited, the
Hong Kong branch share registrar of the Company, if they
have any enquiries about their shareholdings and
entitlements to dividend.
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The Company’s AGM allows the Directors to meet and
communicate with Shareholders. The Company ensures
that Shareholders’ views are communicated to the Board.
The chairman of the AGM proposes separate resolutions
for each issue to be considered. AGM proceedings are
reviewed from time to time to ensure that the Company
follows good corporate governance practices. The notice
of AGM is distributed to all Shareholders at least 20 clear
business days prior to the AGM and the accompanying
circular also sets out details of each proposed resolution
and other relevant information as required under the
Listing Rules. Separate resolution is proposed for each
issue to be considered at the meeting. The chairman of
the AGM exercises his power under the Bye-laws to put
each proposed resolution to the vote by way of a poll. The
procedures for demanding and conducting a poll are
explained at the meeting prior to the polls being taken.
Voting results are posted on the Company’s website on
the day of the AGM.

Dividend Policy

The dividend policy of the Company (the “Dividend
Policy”) is in place setting out the principles and
guidelines that the Company intends to apply in relation
to the declaration, payment or distribution of its net
profits as dividends to the Shareholders.

The Board shall take into account the following factors
when considering the declaration and payment of
dividends:

- financial results;

- cash flow situation;

- business conditions and strategies;

- future operations and earnings;

- capital requirements and expenditure plans;

- interests of shareholders;

- taxation consideration;

- any restrictions on payment of dividends; and

- any other factors that the Board may consider
relevant.

The Dividend Policy shall be reviewed when necessary,
and can be revised by the Board from time to time.
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(G) SHAREHOLDERS' RIGHTS

Procedures to convene a general meeting and
put forward proposals at general meetings
Pursuant to Bye-law 58 of the Bye-laws, any one or more
Shareholders holding at the date of deposit of the
requisition not less than one-tenth of the paid up capital
of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right,
by written requisition to the Board or the Company
Secretary, to require a special general meeting ("SGM")
to be called by the Board for the transaction of any
business specified in such requisition, including making
proposals or moving a resolution at the SGM. Such
meeting shall be held within two months after the deposit
of such requisition. If within 21 days of such deposit the
Board fails to proceed to convene such meeting, the
requisitionists themselves may do so in accordance with
the provisions of Section 74(3) of the Companies Act 1981
of Bermuda (the “Companies Act”).

Shareholders may by written requisition request, deposit
at the registered office of the Company, inclusion of a
resolution relating to matters in a general meeting by
following the requirements and procedures as set out in
Sections 79 and 80 of the Companies Act.

The above request can be sent to the Company at its
head office and principal place of business as set out in
the “Corporate Information” section of this annual report
for the attention of the Company Secretary.

Subject to the provisions of the above-mentioned sections
of the Companies Act, on the written requisition of
members representing not less than one-twentieth of the
total voting rights or 100 members, at the expense of the
requisitionists unless the Company otherwise resolves, the
Company shall give Shareholders notice of any resolution
which may properly be moved and is intended to be
moved at that meeting and a relevant statement.

Shareholders may also propose a person for election as
director, the procedures for which are available on the
Company's website.
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7. B R S
Shareholders’ enquiries
Shareholders can send their enquiries about shareholdings,
share transfer, registration and payment of dividend to
Tricor Standard Limited, the Hong Kong branch share
registrar and transfer office of the Company. Other
Shareholders’ enquiries can be directed to the head office
and principal place of business of the Company as set out
in the “Corporate Information” section of this annual
report for the attention of the Company Secretary.
Details of the Shareholders’ rights and communication
policy are also available on the Company’s website.

(H) CONSTITUTIONAL DOCUMENTS
During the year ended 31 December 2019, there was no
change in the Company’s constitutional documents.
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Environmental, Social and Governance Report

About the Report

Daohe Global Group Limited and its subsidiaries
(together, the "Group” or "we") are pleased to present
our Environmental, Social and Governance Report (the
“ESG Report”). The report concerns environmental and
social impacts, policies and initiatives of the Group to
demonstrate our long-term commitment to ensure that
our activities, at all levels, are economically, socially and
environmentally sustainable to stakeholders. Additional
information in relation to the Group’'s corporate
governance and financial performance can be referred to
our annual report for the year ended 31 December 2019.

1.1 Scope and Reporting Boundary

The scope of the ESG Report covers the
environmental and social performances of the
principal operating activities of the Group, including
Linmark (HK) Ltd (“Linmark”) which is principally
engaged in the business of trading and supply chain
management services and Loovee Holdings Inc.
("Loovee”) which is principally engaged in the
operation of online social platform, spanning over
the period from 1 January 2019 to 31 December
2019 (the “Reporting Period” or “FY2019). Part of
the content may look back upon the performance of
the Group in past years with a view to presenting the
report in a more informative and comparable
manner. The reporting boundary includes the
operating entities in Hong Kong and the PRC.

1.2 Reporting Guidelines
The "Environmental, Social and Governance
Reporting Guide” (the "ESG Reporting Guide”)
which is set out in Appendix 27 to the Rules
Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the "HKEX")
serves as the reporting guidelines of this report.
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1. About the Report (continued)
1.3 Reporting Principles

The reporting principles of this ESG Report are
governed by “"materiality” and “quantitative”. With
respect to “materiality”, we ensure that ESG issues
discussed in this report are sufficiently important
and material to investors and stakeholders including
clients, communities, employees, institutions,
governments, non-governmental organizations,
shareholders, subcontractors, suppliers and industry
associations. With respect to “quantitative”, Key
Performance Indicators (“KP1") required by the ESG
Reporting Guide are measurable such that the
effectiveness of our ESG policies and management
systems can be evaluated and validated
continuously.

The Group is determined to be a responsible
enterprise and is committed to perfecting its
business and improving the local community. In
order to determine what issues are relevant and
material to our business with respect to
sustainability, the Group is aware that the key is to
understand what issues that our stakeholders
concerned most. We define our stakeholders as
people who affect our business or who are affected
by our business. In our daily business, we actively
exchange information with our stakeholders through
our transparent platform while we are devoted to
continuous improvement of our communication
system. In addition, we are committed to
maintaining a long-term partnership with our
stakeholders and are actively engaged in addressing
their concerns with timely follow-up actions. The
Group is working to create a sustainable growth for
the benefit of all our stakeholders.
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Environmental, Social and Governance Report

1. About the Report (continued)

1.4

1.5

1.6

Reporting Framework

With reference to the ESG Reporting Guide and the
Group's business operation, the presentation of our
ESG Report divides the relevant aspects and KPI,
which are considered to be