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2023 ANNUAL RESULTS ANNOUNCEMENT

The board (the "Board”) of directors (the “Directors”) of SANVO Fine Chemicals
Group Limited (the “Company”) hereby announces the audited consolidated results
of the Company and its subsidiaries (collectively, the “"Group”) for the year ended
31 December 2023. This announcement contains the full text of the annual report
of the Company for the year ended 31 December 2023 and complies with the
relevant requirements of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) in relation to information to
accompany preliminary announcement of annual results.
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FINANCIAL SUMMARY BT

For the Year Ended 31 December
BE+t-A=t-HLEE

2022 2021
—E-CF
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT AREFT AREFT ANREFT AREFT

Revenue Yz 1,076,789 947,850 983,107 839,989 814,016
Gross profit E7 311,937 260,989 261,923 268,943 224,532
Gross profit margin ERf % 29.0% 27.5% 26.6% 32.0% 27.6%
Profit before income tax BRAEH AR T 11,530 9,067 15,808 73,661 26,724
Profit for the year FRER 6,257 4,492 14,015 65,820 23,935
Listing expenses 15 — — — — 12,753

As at 31 December

Rt=A=t-H

2021

RMB'000 RMB’000 RMB’000 RMB’000 RMB'000
ARETFT AREBTT ARRTT AEBTT ARETT

Total assefs BEQE 773,334 789,362 717,963 665,108 410,053
Total liabilfies afEeE (541,501) (567,714) (485,499) (438,399) (325,477)
Total equity EneE 231,833 221,648 232,464 226,709 84,576
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CHAIRMAN'S
STATEMENT

Dear Shareholders,

| am pleased to present the Company’s annual report for the year
2023, which represented a significant milestone as the general
economy and industry situation have regained stability after the
pandemic.

In the past year, we have made advancements in optimizing our
human resources, such as improving workforce saturation and
implementing a policy of assigning multiple roles to one person. We
have also expanded our sales channels, including the adoption of
live-streaming e-commerce. Our efforts have been directed towards
customer development and optimization, as well as strengthening
our online and offline businesses, with an emphasis on information
discovery and application enhancement.

As our seling and distribution expenses and administrative expenses
were increased during the year as a result of these efforts, we are
starting fo see a positive impact, with an increase of 13.6% and
39.3% in sales and net profit, respectively, compared to the same
period last year. We believe that we will achieve significant progress
in the fine chemical industry in the coming years concerning
the above preparation. We remain committed to our mission of
developing innovative technologies and products while providing
the highest quality service to our clients.

Finally, on behalf of SANVO Fine Chemicals, | would like fo thank
our shareholders, customers, employees, and suppliers for their
confinued support and frust in us. We are confident that our business
will continue to thrive in the upcoming years.

Chen Binggiang
Chairman

Guangdong, China 28 March 2024
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK
Principal business

The Group is an established fine industrial chemical products
manufacturer based in the People’s Republic of China (the “PRC").
The Group focuses principally on the manufacture, research and
development, and sale of a diversified portfolio of fine industrial
chemical products, which can serve a range of purposes, including
as hardware and building materials and towards aufomotive
maintenance. The Group's products can be broadly categorised into
the following segments: (i) aerosols, (ii) organic silicone adhesives, (iii)
synthetic adhesives and (iv) other miscellaneous products such as
architectural coatings, oil products and wood paints.

The Group has two principal lines of business operations, namely the
manufacture and sale of fine industrial chemical products: (i) under
the brands of “SANVO = #" and “FullTeam 3 H" and (i) on an
original equipment manufacturing (“OEM”) basis whereby products
are manufactured in accordance with the customer’s design and
specification and are marketed under the customer’s brand name.

For the financial year ended 31 December 2023 (“FY2023"), the
Group's total production output was approximately 66,416 tonnes as
compared to the financial year ended 31 December 2022 (“FY2022")
of approximately 55,282 tonnes. Aerosols related products remain as
the major revenue source of the Group which accounted for over
approximately 65.2% of the Group's total revenue for FY2023 (FY2022:
59.4%).

Information on employees

As at 31 December 2023, the Group had 1,376 employees (31
December 2022: 1,252), including the executive Directfors. The
Group maintained gender balance in workforce (including senior
management) with 43% female and 57% male employee. The
Group's total employee benefit expenses (including Directors’
remuneration and salaries in research and development
expenses) were approximately RMB164,108,000 for FY2023 (FY2022:
RMB131,921,000). Employee benefit expenses comprised of (i)
salaries, allowances and benefits in kind, (ii) discretionary bonus and
(iii) retirement benefit scheme contributions.
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK (CONTINUED)
Business overview

For FY2023, the Group recorded a profit aftributable to owners of
the Company of approximately RMB6,257,000, representing an
increase of approximately RMB1,765,000, or approximately 39.3%, as
compared to the profit attributable to owners of the Company of
approximately RMB4,492,000 for FY2022. The increase was primarily
due to the increase in sales volume and decrease in purchase price
of raw materials for FY2023.

With benefit from the increase in sales volume, we have recorded a
revenue of approximately RMB1,076,789,000 in FY2023, representing
an increase of approximately 13.6% compared to FY2022, in
which, our OEM export orders increased by approximately 20.7%
from approximately RMB27,438,000 for FY2022 to approximately
RMB33,125,000 for FY2023.

Business and market development and expansion

i) The Group has successfully acquired the land use right of a
piece of industrial land in Puyang City, Henan Province through
the acquisition of 100% equity interest in Sanvo New Materials
Group Limited (formerly known as “Dechem Chemicals
Holdings Limited”) and its subsidiary (“New Materials Group”).
The Group is intending fo expand its market reach to Central
China in future, concerning the growth in domestic provinces,
raw materials reserve and geographical advantage in logistic
arrangements with distributors in Eastern China, Northwest and
Northeast China.
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK (CONTINUED)
Business and market development and expansion (Continued)

ii) A new ERP system has been put into operation in phases. In
addition to the general management process, the system
focused on strengthening online and offline management and
big data analysis, including customer relationship management
(CRM), product life cycle management (PLM), raw material
price analysis management, human resources management
(labelled talents profile management) and U Order (B2B sales
operation platform), etfc.

The Group will continue to focus on the development of the
domestic sales network and overseas OEM customers, and market
expansion in Central China through New Materials Group.

FINANCIAL REVIEW
Revenue

The total revenue of the Group amounted fo approximately
RMB1,076,789,000 for FY2023, representing an increase of approximately
13.6% from approximately RMB947,850,000 for FY2022. The increase of
revenue was mainly attributable to the increase in sales volume and
decrease in purchase price of row materials.

Gross profit and gross profit margin

Gross profit of the Group amounted to approximately
RMB311,937,000 for FY2023, representing an increase of approximately
19.5% from approximately RMB260,989,000 for FY2022. Gross
profit margin increased from approximately 27.5% for FY2022 to
approximately 29.0% for FY2023. The above increase was primarily
due fo the decrease in average unit cost of sales arising from the
decrease in purchase price of raw materials.
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MANAGEMENT DISCUSSION
AND ANALYSIS

FINANCIAL REVIEW (CONTINUED)
Other income and gains

Other income and gains of the Group increased from approximately
RMB6,079,000 for FY2022 to approximately RMB8,503,000 for
FY2023. The increase was mainly attributable to the increase in the
government subsidies.

Selling and distribution expenses

Selling and distribution expenses of the Group increased from
approximately RMB131,810,000 for FY2022 to approximately
RMB150,542,000 for FY2023. The increase was mainly due to the
increase in (i) advertising and promotion activities, (i) freight charges
and (iii) salary and allowances for sales and marketfing teams.

Administrative expenses

Administrative expenses of the Group increased from approximately
RMB119,035,000 for FY2022 to approximately RMB143,140,000 for
FY2023. The increase was mainly due to the increase in (i) staff costs
(increase in number of staff and salary level), and (ii) research and
development cosfs.

Finance costs

Finance costs of the Group increased from approximately
RMB7,993,000 for FY2022 to approximately RMB8,835,000 for FY2023.
The reason for the increase was caused by the decrease in interest
capitalised into property, plant and equipment in FY2023.

Income tax expense

Income tax expense of the Group increased from approximately
RMB4,575,000 for FY2022 to approximately RMB5,273,000 for FY2023
as a result of increase in faxable profit.

Profit for the year

The Group's profit for FY2023 attributable to owners of the Company
was approximately RMB6,257,000, representing an increase of
approximately 39.3% as compared to the profit for FY2022 of
approximately RMB4,492,000.
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MANAGEMENT DISCUSSION
AND ANALYSIS

DIVIDENDS

The Board did not recommend the payment of any final dividend for
FY2023 (FY2022: nil).

The Board endeavours to strike a balance between the interests
of the shareholders of the Company (the “Shareholders”) and
prudent capital management with a sustainable dividend policy.
In proposing any dividends, the Board shall take info consideration,
among others, the following factors:

1. operations and financial performance;

2. business development;

3. prospects;

4. capital requirements;

5. economic outline; and

6. any ofther factors that the Board consider appropriate.

The Board will review the dividend policy as appropriate from time to
fime.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

Capital structure

The shares of the Company (the “Shares”) were successfully listed on
the Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) on 16 January 2020 (the “Listing Date"”) and there
has been no change in capital structure of the Company since then.

The Company completed a bonus issue of Shares on 18 July 2023
and 42,750,000 bonus Shares were allofted and issued by the
Company on the basis of one (1) bonus Share for every ten (10)
Shares held by the qualifying shareholders on 11 July 2023 (the
“Bonus Issue”). Details of the Bonus Issue were set out in the circular
of the Company dated 30 May 2023.

Liquidity and financial resource

The Group recorded net current liabilities of approximately
RMB158,136,000 as at 31 December 2023 (2022: RMB153,547,000). The
current ratio, calculated by dividing the current assets by current
liabilities, was approximately 0.63 as at 31 December 2023 (2022:
0.67).
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MANAGEMENT DISCUSSION
AND ANALYSIS

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE (CONTINUED)

Liquidity and financial resource (Continued)

The gearing ratio, calculated by dividing total bank borrowings and
other borrowings by equity of the Group, was approximately 0.95 as
at 31 December 2023 (2022: 1.02).

For FY2023, the Group had funded its growth principally from cash
generated from the sale of its products and debt financing, and
the Group had generated sufficient cash and cash equivalents fo
meet its capital requirements. As at 31 December 2023, the Group
had cash and bank deposits (including pledged bank deposits) of
approximately RMB93,028,000 (2022: RMB121,849,000).

TREASURY POLICY

The Group has adopted a prudent financial management approach
tfowards its treasury policy. The Board closely monitors the Group's
liquidity position to ensure that the liquidity structure of the Group’s
assets, liabilities, and other commitments can meet its funding
requirements all the time.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group during FY2023 are set out in Note 14 to the consolidated
financial statements for FY2023 in this annual report.
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MANAGEMENT DISCUSSION
AND ANALYSIS

PRINCIPAL RISKS AND UNCERTAINTIES

The Group is exposed to various risks and uncertainties. The following
are the key risks and uncertainties faced by the Group:

Price of Raw Materials

Our production process requires reliable and stable sources of large
quantities of raw materials from third parties. We generally maintain
a certain level of inventory of our raw materials for future production
or to meet future demand according to our production plan and
we do not have hedging arrangements against fluctuations in raw
material prices and therefore we bear the risks associated with raw
material cost fluctuations. The pricing of our raw materials is also
sensitive to supply disruptions, general economic conditions, and
many other factors that are beyond our control. We expect the
prices of some of our key raw materials may increase in the future.
If we are unable to reflect increases in the price of raw materials
efficiently or adequately in the selling prices of our products, our cost
base may increase, which may lead to a reduction in our gross profit
margin, and the operating results for our products may be materially
and adversely affected.

Market Risks

The market in which we operate is highly competitive and
fragmented. Competitive factors include product quality, price,
design and development capability, timely delivery, valuable
service, scale and capacity, and efficiency. We face competition
from existing and new players in the fine industrial chemicals
industry worldwide, including numerous manufacturers in the PRC
and elsewhere which offer similar fine industrial chemical products
at lower prices than we do, as well as other enterprises which offer
an increasing number of related products which could be used as
substitutes for our products.

We expect competition in our industry to intensify in the future.
There can be no assurance that we can stay competitive due to
improvements by our competitors or other factors. To compete
effectively, we may be forced, among other actions, fo reduce
prices, provide more sales incentives to customers and increase
capital expenditures in our labour force, plant, property and
equipment. Any infensification of the competition or failure by us to
compete successfully with our competitors could have an adverse
impact on the demand for, and pricing of, our products, and as
a result, could result in a reduction of our market share and have
an adverse effect on our business, financial condifion, results of
operations and prospects.
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MANAGEMENT DISCUSSION
AND ANALYSIS

PRINCIPAL RISKS AND UNCERTAINTIES (CONTINUED)
Compliance Risks

Under relevant PRC laws and regulafions, we are required to hold
various licences and permits in order to conduct our business. We are
also required to comply with applicable regulations and standards
in relation to our production and the quality of our products. These
registrations, licenses, permits and certificates may only be valid
for a limited period of fime and may be subject fo periodic reviews
and renewal by fthe relevant authorities. Failure to comply with
these laws and regulations, or the loss of or failure fo renew our
licences and permits or any change in the government policies,
could lead to temporary or permanent suspension of some of our
business operations or the imposition of penalties on us, which could
adversely affect our results of operations and financial condition.

BORROWINGS AND PLEDGE OF ASSETS

As at 31 December 2023, the Group had bank borrowings and other
borrowings in aggregate of approximately RMB220,188,000 (2022:
approximately RMB226,072,000). The interest rate of the relevant
borrowings was charged in the range of 3.7% to 5.5% per annum for
FY2023 (FY2022: 3.80% to 6.45% per annum).

As at 31 December 2023, the total pledged bank deposits of the
Group of approximately RMB54,850,000 (2022: RMB31,349,000) were
placed with a bank as securities for, amongst others, issues of bills
payables for the Group's purchase of raw materials and guarantee
to complete construction work for the right-of-use assets acquired in
prior year.

As at 31 December 2023 and 2022, the Group's bank borrowings and
other borrowings were secured by the following assefs:
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Property, plant and equipment
Right-of-use assets
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45,965 33,664
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MANAGEMENT DISCUSSION
AND ANALYSIS

FOREIGN EXCHANGE EXPOSURE

Majority of the Group’s transaction are settled in RMB in the PRC, the
Directors are of the view that the Group's foreign exchange rate risks
are not significant. The Group had not entered into any derivative
contracts to hedge against the foreign exchange rate risk for FY2023
and FY2022.

CAPITAL COMMITMENTS AND CONTINGENT LIABILITIES

Capital commitments related to capital expenditures for acquisition
and construction of property, plant and equipment which the
Group has contfracted for but not yet incurred, which amounted
to approximately RMB152,068,000 as at 31 December 2023 (2022:
RMB69,399,000).

Please refer to note 35 to the consolidated financial statements for
the year ended 31 December 2023 for details of contingent liabilities
as at 31 December 2023.

SIGNIFICANT INVESTMENT, MATERIAL ACQUISITIONS
OR DISPOSALS OF SUBSIDIARIES AND ASSOCIATED
COMPANIES

During FY2023, the Group did not have any significant investment
held, any material acquisitions or disposals of subsidiaries or
associated companies.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL
ASSETS

Save as disclosed under the section headed “Future Plans and Use
of Proceeds” in the Prospectus, the Group did not have other future
plans for material investments or capital assets during FY2023.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS
Mr. Chen Bingqgiang

Mr. Chen Binggiang (“Mr. Ernest Chen”), aged 55, is the Chairman of
the Board, an Executive Director, the Chief Executive Officer of the
Group, the chairman of the Environmental, Social and Governance
Committee and a member of the Remuneration Committee. Mr.
Chen Bing Qiang is primarily responsible for and overseeing the
strategic planning, business development and overall management
of our Group. He was appointed as a Director on 12 April 2018 and
redesignated as an executive Director on 15 April 2019. Mr. Ernest
Chen is also a director of other members of the Group. Mr. Ernest
Chen is the elder brother of Mr. Chen Bingyao, the chief technical
engineer of the Company.

Mr. Chen Binggiang has over 29 years of experience in the chemicals
industry, he found and was a director of Sanvo Industrial Co., Ltd.*
(ZFMEEAR2AA) (“Foshan Sanvo”, a company engaged in the
manufacture of plastic products, textiles, knitwear, auto parts and
interior decoration materials) in Foshan City, Shunde District from
March 1995 to June 2007, where he was mainly responsible for the
overall management of the company. He joined the Group in April
2002. Mr. Chen Binggiang graduated from the China Pharmaceutical
University in Jiangsu province with a bachelor’s degree, majoring
in chemical pharmaceutics in July 1991, he graduated from the
Chinese University of Hong Kong with a master’s degree in business
administration in November 2016.

Mr. Chen Binggiang obtained a certificate of qualification as a
western pharmacist issued by Shunde City Science and Technology
Bureau* (IEZH &L /E)in July 1993. In July 2015, he has also been
accredited as an infermediate engineer by the Guangdong Coating
Industry Association (ERE 2B 1T # &) in the PRC. Mr. Chen
Binggiang was involved in the research of a number of patents and
inventions, he was also co-awarded with Mr. Leo Chen the patent
award of Zhongshan for a product named “nano mildew neutral
silicone sealant” in July 2012.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS (CONTINUED)
Mr. Ng Cheuk Lun

Mr. Ng Cheuk Lun (“Mr. Ng"), aged 47, is an executive Director
and the company secretary of the Company, and a member of
ESG committee. Mr. Ng is primarily responsible for management of
investor relationship, strategic planning, business development and
company secretarial matters of the Group. He has been appointed
as the company secretary of the Company since 7 August 2018
and an executive Director since 15 April 2019. Mr. Ng has been a
Certified Public Accountant (Practising) of the Hong Kong Institute
of Certified Public Accountants since July 2011 as well as a Certified
Practising Accountant of CPA Australia since August 2004.

Mr. Ng has been an executive director of Credit Intelligence Limited
since 29 December 2020, an ASX listed company engaged in debt-
resfructuring, personal insolvency and money lending business and
an executive director of Smart Auto Australia Limited, a company
listed on National Stock Exchange of Australia on 4 June 2021,
engaged in provision of bus rental and management services. Mr.
Ng is primarily responsible for strategic planning and merger and
acquisition matters.

From August 2007 to January 2011, Mr. Ng worked in Grant Thornton,
an auditing firm where his last position was Senior Manager in the
Assurance Division. Due to a merger between Grant Thornton and
BDO Limited, he was fransferred to BDO Limited and employed as
Senior Manager from January 2011 to July 2011.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE DIRECTORS
Ir. Daniel Lai

Ir. Daniel Lai (“Ir. Lai”), BBS, JP, aged 77, was appointed as an
independent non-executive Director on 13 December 2019, and is
responsible for providing independent advice and judgement to the
Board. Ir. Lai is also the chairman of the remuneration committee
as well as a member of the audit committee, the nomination
commiftee and the ESG committee.

Ir. Lai has over 42 years of experience in the information technology
sector. Ir. Lai has been a director of Digital Technology and
Consultancy Company Limited since March 2016, a company
engaged in information technology consultancy, education and
advisory services. He has also been a director of Hong Kong internet
Exchange Company Limited (HKiX) a wholly owned subsidiary of The
Chinese University of Hong Kong Foundation Limited since May 2020,
HKiX provides inferconnections among different networks on internet
and is considered one of the largest internet exchange points in
Asia Pacific region. From June 1978 to January 1999, he has held
various positions at The Hong Kong Jockey Club (formerly known as
The Royal Hong Kong Jockey Club) and Hong Kong Jockey Club
Systems (Australia) Pty. Ltd., respectively, with his last position as the
IT facilities management confroller. From February 1999 to December
2011, he was the head of information technology of MTR Corporation
Limited (a company listed on the Main board of the Stock
Exchange, stock code: 0066). From January 2012 to January 2015,
Ir. Lai was the Government Chief Information Officer of the Hong
Kong Government. From March 2015 to September 2015, he was the
interim vice president (administration) in the office of the president
of the Hong Kong Polytechnic University. From September 2015 to
September 2017, he was the professor of practice (computing) in the
department of computing of the Hong Kong Polytechnic University.
Ir. Lai graduated from the Hong Kong Polytechnic University with a
diploma in management studies (commercial) in November 1975
and from the Griffith University in Ausfralia with a master’s degree in
technology management in March 1995.

Ir. Lai has been a distinguished fellow member of the Hong Kong
Computer Society since February 2005, a fellow of The Hong Kong
Institute of Engineers since July 2012, a fellow of The Hong Kong
Institute of Directors since August 2015, and a full member of the
Hong Kong Management Association since March 1995. In July 2004,
Ir. Lai was awarded the bronze bauhinia star and he was appointed
a justice of peace in July 2001. Further, he has held various public
service positions such as the president of the Hong Kong Computer
Society from 1988 to 2004, and the chairman of the Department
of Computing Advisory Committee of the Hong Kong Polytechnic
University from April 2012 to April 2014.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE DIRECTORS (CONTINUED)
Mr. Xu Kai

Mr. Xu Kai (“Mr. Xu”), aged 58, was appointed as an independent
non-executive Director on 13 December 2019, and is responsible for
providing independent advice and judgement fo the Board. Mr. Xu
is also the chairman of the nomination committee and a member
of the audit committee, the remuneration committee and the ESG
committee.

Mr. Xu has over 27 years of experience in the field of chemistry. He
has been a Professor of Polymer Chemistry and Physics, researcher
and deputy head of the Guangdong Specialised Laboratory of
Electronic Organic Polymer Materials* (ER % & F A K E A WM B
E2EHB F) under the Guangzhou Chemical Laboratory of the
Chinese Academy of Sciences since May 2009, where he was
responsible for management of the laboratory. From May 1997 to
December 2001, he was the head of the Department of Technology
of the Guangzhou Chemical Laboratory of the Chinese Academy
of Sciences* (M E R 2z BIN(L B XA B E), where he was
responsible for management of the laboratory. From March 1995 to
December 1996, he was the secretary of the Specialised Laboratory
of Cellulose Chemistry* (4 # =L 2 E % E 5 =) under the Chinese
Academy of Sciences where he was responsible for administration
of the laboratory. Mr. Xu graduated from the Guangzhou Chemical
Laboratory of the Chinese Academy of Sciences in Beijing with a
doctoral degree in polymer chemistry and physics and a master’s
degree in polymer chemistry and physics in March 2005 and June
1991, respectively.

Mr. Xu has been a member of the Specialised Committee of
Coating* (282 ¥ % 8§ €) under the Chemical Industry and
Engineering Society of Guangdong since September 2008. He is also
the deputy head of the Centre of Functional High Polymer Materials
and Fine Chemicals of Foshan City* (s lLuheem o F M £ A5 ML £
@mE#¥h ) under the Chinese Academy of Sciences and has been
the reviewer of various international academic journals since 2005.
Mr. Xu was awarded the Silver Award for Science and Technology
Progress in Guangdong* (R & B 2 — 5 48) in July 2009.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE DIRECTORS (CONTINUED)
Mr. Yeung Chun Yue David

Mr. Yeung Chun Yue David (“Mr. Yeung”), aged 42, was appointed
as an independent non-executive Director on 13 December 2019,
and is responsible for providing independent advice and judgement
to the Board. He is also the chairman of the audit committee and a
member of the remuneration committee, the nomination committee
and the ESG committee.

Mr. Yeung has over 17 years of experience in accounting and
tax advisory. Mr. Yeung has been an executive director and vice
chairman of Hatcher Group Limited (stock code: 8365) since 5 July
2021 and 25 January 2022, respectively. From September 2017 to
July 2021, he was the managing partner and director of D & Partners
CPA Limited. From July 2004 to September 2017, he worked in Cheng
& Cheng Limited, Certified Public Accountants with his last position
as a director.

Mr. Yeung has been an independent non-executive director of TL
Natural Gas Holdings Limited (stock code: 8536) since 29 December
2021; Nexion Technologies Limited (stock code: 8420) since 10
September 2020; and Aeso Holding Limited (stock code: 8341) since
12 April 2019. Mr. Yeung graduated from City University of Hong
Kong with a bachelor of business administration in accountancy
in November 2004. He is a Certified Public Accountant (Practising)
of the Hong Kong Institute of Certfified Public Accounfants and a
Certified Tax Adviser of the Taxafion Institute of Hong Kong. He is
currently a committee member of the Panyu Committee of Chinese
People's Political Consultative Conference.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

SENIOR MANAGEMENT
Mr. Liang Haitao

Mr. Liaong Haitao (“Mr. Liang”), aged 38, was appointed as the
director of the sales centre of the Company on 1 January 2023 and
is responsible for the daily management of the sales department of
the Group.

Mr. Liang joined the Group in 2008 after graduating from Changchun
University majoring in marketing as an external marketing executive
responsible for the production of billboards; a markefing executive
responsible for marketing from 2009 to 2010; the district sales
manager responsible for regional product sales and customer
maintenance from 2011 to 2013; the regional sales manager
responsible for the sales and customer maintenance of the regional
products from 2014 to 2015; the assistant to sales director and
regional manager from 2016 to 2017; the head of the planning
department and the head of the furniture painting department
responsible for the daily management of the Group’s planning and
furniture painting department from 2018 to 2021; the deputy director
of the marketing centre of the Group responsible for the daily affairs
of the marketing centre in 2022. In 2023, he serves as the director of
the sales centre of the Group, responsible for the daily management
of the Group's sales.

Mr. Ju Xuezhi

Mr. Ju Xuezhi ("Mr. Ju"”), aged 58, was appointed as the director of
the production centre and quality control centre of the Company
on 1 January 2024 and is responsible for the daily management of
the Group's production centre and quality control centre.

Mr. Ju has 24 years of experience in construction management.
From 1992 to 2015, Mr. Ju worked at China Consfruction Xinjiang
Construction Engineering Group (R Bl EE T & E), a state-
owned enterprise engaged in construction business, with his last
position as a deputy general manager; from 2015 to 2021, Mr. Ju
started his own business. Mr. Ju graduated from Xinjiang Institute of
Architecture and Engineering Technology (3798 i 4 T2 & i1 £kt ) in
2000. He studied civil engineering at Xinjiang University in the PRC
from 2002 to 2005 and obtained a diploma in 2005. Mr. Ju joined
Guangdong Sanvo in October 2021 and has served as the director
of the production centre since January 2022; he served as the
director of the Group's production centre and quality control centre
since 2024, responsible for the Group’s production management,
constfruction projects, and quality management.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

SENIOR MANAGEMENT (CONTINUED)
Ms. Wen Guihong

Ms. Wen Guihong (“Ms. Wen"), aged 43, was appointed as the head
of financial and accounting centre of the Company on 1 January
2023, and is responsible for the daily management of financial and
accounting centre of the Group.

After graduated from the Jilin University in financial accounting,
Ms. Wen joined the Group in 2003 and served as a purchaser. She
was responsible for the procurement of daily advertising materials.
She served as the manager of advertising department from 2006
to 2007, where she was responsible for daily operations of the
advertising activities; the manager of finance department of our
production site from 2008 to 2014, where she was responsible for
the daily management of financial matters of the production site;
the manager of strategic planning department from 2015 to 2017;
and the manager of the Group's accounting department from
2018 to 2020, where she was responsible for the daily matters of
the accounting department. She was appointed as the head of
Finance Department of the Group from 2021 to 2022, and served as
the supervisor of the finance and accounting center of the Group in
2023, where she was responsible for financial management.
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SENIOR MANAGEMENT (CONTINUED)
Mr. Chen Bingyao

Mr. Chen Bingyao (“Mr. Leo Chen”), aged 50, is the chief technical
engineer of SANVO Fine Chemicals. Mr. Leo Chen is responsible
for the daily management of the four major research institutes
(aerosol paint, aerosol refinement, daily chemicals and silicone) of
the group's research and development centre. Mr. Leo Chen has
resigned as an executive Director with effect from 21 July 2023 but
remained as a director of certain subsidiaries of the Company. Mr.
Leo Chen is the younger brother of Mr. Ernest Chen, an executive
Director.

Mr. Leo Chen has over 20 years of experience in the chemicals
industry. Prior to joining the Group, he worked in Guangdong
Mediworld Pharmaceutical Co., Ltd., (a company engaged in
research, development, manufacture, and sale business of Chinese
medicines), as a technician from July 1997 to May 1999, where he
was responsible for technical guidance of drug manufacturing and
production, and subsequently he worked as an engineer at Foshan
Sanvo, from June 1999 to July 2002. Since August 2002, he was a
senior engineer of Guangdong Sanvo responsible for supervision
of the technology development at Guangdong Sanvo and has
subsequently been promoted to person-in-charge of project
development (all-purpose adhesives, paints and coatings) in July
2005. Mr. Leo Chen graduated from the China Pharmaceutical
University in Jiangsu province with a diploma in chemical
pharmaceutics in July 1997.

Mr. Leo Chen obtained a certificate of qualification as a senior
chemical engineer awarded by the Human Resources and Social
Security Department of Guangdong Province (FEIERE A 1 E R
H&®RER)In the PRC in November 2014. He was appointed as the
committee member of the Chemical Engineering Testing Specialised
Committee of the Shenzhen Analytical and Testing Committee* (%
Nl peREe TAARMNERXEZE®) from May 2013 to
May 2016. In March 2015, Mr. Leo Chen was appointed as a member
of the Energy Testing Solutions Professional Working Group of the
National Committee of Standard Product Quality Testing Monitoring
Methods* (2Bl EmmEEEEHERBBR T EARELRMEERRR
B HABEETIE4). Mr. Leo Chen was involved in the research of
a number of patents and inventions, Mr. Leo Chen was also co-
awarded with Mr. Chen Binggiang the patent award of Zhongshan
for a product named “nano mildew neutral silicone sealant” in July
2012.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

SENIOR MANAGEMENT (CONTINUED)
Mr. Yang Shanjie

Mr. Yang Shanjie (“Mr. Yang”), aged 61, was appointed as the
head of the company’s research and development centre on 1
January 2024, where he was responsible for the daily management
of the four major research institutes (synthetic rubber, oil products,
architectural waterproofing and wood coatings) of the research and
development centre.

Mr. Yang has nearly 39 years of working experience in the industry.
After graduation from Anhui University in 1984, he joined Anging
Chemical Factory (Z Bt T# &) and served as deputy factory
manager; he joined Anging Zhongtian Petrochemical Co., Ltd.(%
B XAMIEITARAA)IN 2004 and served as the deputy general
manager; he joined the Group in 2011 and was responsible for the
research and development of oil products of the Group. In 2023,
he serves as the head of the quality control centre of the Group,
responsible for the quality management of the Group. In 2024, he
served as the head of the Group’s research and development
centre and was responsible for the Group's research and
development management.

Mr. Gou Lizhu

Mr. Gou Lizhu (“"Mr. Gou”), aged 40, was appointed as the deputy
head of the marketing centre of the Company on 1 January 2024
and is responsible for the daily management of the marketing centre
of the Group.

Mr. Gou joined the Group in the finance department after
graduating from Lanzhou University of Commerce in 2006 and was
engaged in daily financial work; in 2010, he was the head of finance
department and was responsible for daily financial management;
from 2011 to 2012, he was a marketing specialist and was responsible
for marketing work; from 2013 to 2016, he was a sales area manager
and was responsible for customer development and sales; from
2017 to 2019, he served as a regional manager, responsible for
regional management and market development; from 2020 to
2023, he served as a planning manager, responsible for planning
management; in 2024, he served as the deputy head of the Group’s
marketing centre, responsible for planning management, marketing
promotion and brand management.
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SENIOR MANAGEMENT (CONTINUED)
Ms. Liao Xingli

Ms. Liao Xingli (“Ms. Liao"”), aged 42, was appointed as the deputy
head of the operation centre of the Company on 1 January 2024
and is responsible for the daily management of the operation centre
of the Group.

Ms. Lico joined the Group in 2004 after graduating from Chongging
Technology and Business University majoring in International
Economics and Trade as an order management specialist in the
business department, responsible for the processing and follow-
up of sales orders; from 2008 to 2014, she was the manager of the
business department and was responsible for the daily management
of the business department; from 2015 to 2021, she worked in the
planning department and was responsible for the planning work
of the sales department of automobile products, foreign frade,
OEM, efc; in 2022, she worked in the purchasing department and
was fully responsible for the daily management of the purchasing
department; in 2024, she served as the deputy head of the operation
centre of the Group and was responsible for the management of the
purchasing, planning, ordering and transportation.

Ms. Tang Meiyu

Ms. Tang Meiyu (“Ms. Tang”), aged 34, was appointed as a senior
manager of the human resources centre of the Company on 1
January 2024 and is responsible for the daily management of the
human resources centre of the Group.

Ms. Tang joined the Group in 2013 as a remuneration and
performance specialist after graduating from Southwest University
for Nationalities, majoring in human resources management, and
was responsible for remuneration accounting and performance
appraisal; from 2015 to 2017, she was a remuneration and
performance supervisor, responsible for remuneration and
performance management; from 2018 to 2023, she was a
remuneration and performance manager, responsible for the daily
management of remuneration and performance; and in 2024,
she was appointed as a senior manager of the human resources
centre of the Group, responsible for the management of the human
resources.

COMPANY SECRETARY

Mr. Ng Cheuk Lun was appointed as the company secretary of the
Company on 7 August 2018.

Please refer to the subsection headed "Directors — Executive
Directors” in this section for Mr. Ng's biography.
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DIRECTORS’ REPORT

The Directors are pleased to present their report together with the
audited consolidated financial statements for FY2023 of the Group.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The Group is an
established fine industrial chemical products manufacturer based
in the PRC. The principal activities of the Group are researching,
developing, manufacturing and sales of a diversified portfolio
of fine industrial chemical products, which can serve a range of
purposes, including as hardware and towards building materials and
automotive maintenance.

BUSINESS REVIEW
General

Further discussion and analysis of the Group's principal activities,
including a business review for FY2023, and an indication of the likely
future developments of the Group's business can be found in the
Chairman’s Statement and the Management Discussion and Analysis
as set out on pages 8 to 16 of this annual report. These discussions
from part of this directors’ report.

Environmental policies and performance

The Group is committed to its corporate and social responsibility in
promoting a sustainable and environmentally friendly environment.
The Group strives to minimise the environmental impact in daily
course of business.

Further details of the Group’'s environmental policies and
performance are set out in the Environmental, Social and
Governance Report of the Company on pages 67 to 118 of this
annual report.

Compliance with laws and regulations that have a significant impact
on the Group

The Group and its business are governed by certain laws and
regulations that have a significant impact on the Group. To fthe
best of the Directors’ knowledge, information and belief, during
FY2023, there was no material breach of or non-compliance with
the applicable laws and regulations by the Group. The Group has
complied in material respects with the relevant laws and regulations
that have a significant impact on the business and operation of the
Group.
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BUSINESS REVIEW (CONTINUED)
Relationships with employees, customers and suppliers
Relationship with customers

We have long-term and well-established relationships with the
majority of our major customers. We had established relationships
with our five largest customers who have been conducting business
with us for an average of more than eight years. We believe
that being able to maintain long-term customer relationships
demonstrates the Group's ability to provide high-quality products on
fime and enables us fo maintain our extensive distribution channels
and network.

The Group's largest customer and five largest customers for FY2023
accounted for approximately 5.1% (FY2022: 3.5%) and 13.1% (FY2022:
11.0%), respectively, of the Group's total turnover for FY2023.

According to the understanding of the Directors, none of the
Directors, their associates or any Shareholders who owned more
than 5% of the Company’s share capital had any interests in the five
largest customers at any time during FY2023.

Relationship with suppliers

We believe that our industry reputation and on-time settlement help
us in building a stable network of suppliers which cover all aspects
of the Group’s raw materials needs. Establishing a good relationship
with major suppliers enables the Group to have more flexibility
in resources allocation compared with our competitors. We had
established relationships with our five largest suppliers who have
been conducting business with us for an average of over eleven
years. We believe our established relationships also enables us fo
procure the necessary supplies when we require them, reducing
the risk of shortage or delay in delivery of materials or services
causing material disruption to our works. The Directors consider that
partnering with these suppliers is one of the key success factors for us
to deliver high quality products in a timely manner to our customers.

The Group's largest supplier and five largest suppliers for FY2023
accounted for approximately 6.4% (FY2022: 4.7%) and 24.8% (FY2022:
19.7%). respectively, of the Group's total purchases for FY2023.

According to the understanding of the Directors, none of the
Directors, their associates or any Shareholders who owned more
than 5% of the Company’s share capital had any interests in the five
largest suppliers at any time during FY2023.

Relationship with employees

Employees are regarded as the most important and valuable
assets of the Group. The Group ensures all staff are reasonably
remunerated and provides them with a safe and healthy workplace
and other developmental training and has proper whistle blowing
procedures.
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DIRECTORS’ REPORT

EVENTS AFTER THE REPORTING DATE

Save as disclosed in the section headed "Management Discussion
and Analysis” of this annual report, there were no significant events
after the reporting period up fo the date of this annual report.

RESULTS

The results of the Group for FY2023 are set out in the consolidated
statement of comprehensive income of this report.

FINAL DIVIDEND

The Board did not recommend the payment of any final dividend for
FY2023 (2022: nil).

FINANCIAL SUMMARY

A summary of the results and the assefs and liabilities of the Group
for the last five financial years is set out in the section headed
“Financial Summary” of this annual report.

SHARE CAPITAL

The Company had allotted and issued 42,750,000 new ordinary
shares by way of bonus issue on the basis of one (1) bonus share
for every ten (10) shares to the then qualified shareholders of the
Company on 11 July 2023.

Details of the share capital of the Company for FY2023 are set out
in Note 26 to the consolidated financial statements for FY2023 in this
annual report.

RESERVES

Movements in the reserves of the Company during FY2023 are set out
in Note 27 to the consolidated financial statements for FY2023 in this
annual report. Under the laws of the Cayman Islands, share premium
of the Company is available for distributions or paying dividends to
the Shareholders subject fo the provisions of its Memorandum and
Articles of Association (“Articles”) and a statutory solvency test.
Pursuant to the Articles, dividends may be declared and paid out
of the profits of the Company or from any reserve set aside from
profits which the Directors determine is no longer needed. With the
sanction of an ordinary resolution dividends may also be declared
or paid out of share premium account or any other fund or account
which can be authorised for this purpose in accordance with the
applicable law of the Cayman Islands.
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PROFITS AVAILABLE FOR DISTRIBUTION

Profit available for distribution of the Company as at 31 December
2023, calculated under Part 6 of the Companies Ordinance,
amounted to approximately RMB50,643,000 (31 December 2022:
RMB57,081,000).

EQUITY-LINKED AGREEMENTS

During FY2023, the Company did not enter into any equity-linked
agreements in respect of the Shares.

CHARITABLE DONATIONS

During FY2023, the Group made charitable donatfions amounted to
RMB22,000 (FY2022: RMB83,000).

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles or
the laws of the Cayman Islands, being the jurisdiction in which the
Company was incorporated.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
OF THE COMPANY

During FY2023 and up to the date of this annual report, neither
the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and to the best knowledge of the Directors, the Company had
maintained a sufficient public float as required under the Listing
Rules during FY2023 and up to the date of this annual report.
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DIRECTORS’ REPORT

DIRECTORS OF THE COMPANY

The Directors during FY2023 and up fo the date of this annual report
were:

Executive Director, chairman of the
Board and chief executive officer
Executive Director

Mr. Chen Binggiang

Mr. Chen Bingyao
(resigned on 21 July 2023)

Mr. Ng Cheuk Lun

Ir.  Daniel Lai

Mr. Xu Kai

Mr. Yeung Chun Yue David

Executive Director

Independent non-executive Director
Independent non-executive Director
Independent non-executive Director

The biographical details of the Directors and senior management of
the Company are set out in “Biographies of the Directors and Senior
Management” on pages 17 to 26 of this annual report.

In accordance with the Articles, Mr. Ng Cheuk Lun and Mr. Yeung
Chun Yue David shall retire by rotation at the forthcoming annual
general meetfing of the Company to be held on Friday, 28 June 2024
(the “2024 AGM"”) and they, being eligible, offer themselves for re-
election.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service contract
with the Company for a term of three years and renewable
automatically for every successive term of one year thereafter, until
terminated by either party giving not less than three months’ notice
in writing to the other.

Each of the independent non-executive Directors has entered into
an appointment letter with the Company for a term of three years
and shall continue thereafter on a yearly basis up to a maximum of
three years, unfil terminated by either party giving noft less than three
months’ nofice in writing to the other.

None of the Directors who is proposed for re-election at the 2024
AGM has an unexpired service contract which is not determinable
by the Company or any of its subsidiaries within one year without
payment of compensation, other than statutory compensation.

DIRECTORS’ INTEREST IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS OF SIGNIFICANCE

Save as the related party transactions disclosed in Note 29 to the
consolidated financial statements for FY2023 in this annual report,
no transactions, arrangements or contracts of significance to which
the Company or any of its subsidiaries was a party and in which
a Director had a material interest, whether directly or indirectly,
subsisted at the end of FY2023 or at any time during FY2023.
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CHANGES IN DIRECTOR’S BIOGRAPHICAL DETAILS UNDER
RULE 13.51B(1) OF THE LISTING RULES

There was no change in Directors’ biographical details which is
required to be disclosed pursuant to Rule 13.51B(1) of the Listing
Rules during FY2023 and up to the date of this annual report.

INTERESTS AND SHORT POSITIONS OF THE DIRECTORS
AND THE CHIEF EXECUTIVE OF THE COMPANY IN THE
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS

As at 31 December 2023, the Directors and the chief executive had
the following interests in the Share, underlying Shares and debentures
of the Company, its Group members and/or associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO"),
as recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as sef out in Appendix C3 to the Listing Rules were as follows:

Name of Director(s)/

Capacity/
nature of interest

Relevant company (including

chief executive associated corporation)

BEE/BRETRASEE 55/ BikE HEAR (BREEBEE)

Mr. Chen Binggiang Interest of controlled Sanvo Fine Chemicals Limited
corporation (Note 2)

FRIA 58 % REEEE N ER Sanvo Fine Chemicals Limited

i)
Mr. Ng Cheuk Lun Beneficial owner N/A
REMEE E=BEBA TER
Notes:

(1)

All the Shares above are held in long position.

(2) Sanvo Fine Chemicals Limited is wholly-owned by Mr. Chen Binggiang.
Mr. Chen Binggiang is deemed to be interested in the 345,400,000
Shares held by Sanvo Fine Chemicals Limited pursuant to the SFO.

(3) These interests represent the number of underlying Shares in respect of

the Amended 2019 Share Option Scheme (as defined hereinafter), the
details of which are set out under the section headed "SHARE OPTION
SCHEME” of this report.
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CoRERi
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Number of Number of underlying
Shares held™"" Shares held
e RGHE " EHERGHE
345,400,000 -
- 4,400,000 (Nofe 3)
4,400,000 (/1723)
B Rt

MBI IGAFEFER

REBEEFRPE G

STRI([RESFRI]) BAE AR A R P iE

Approximate percentage
of shareholding in

the total issued share
capital of the Company
HAEAR2HERTRA
BARERD L

73.45%

0.94%

Sanvo Fine Chemicals Limitedii[RAREEL LA °
FR H 58 5% A4 AR % A Sanvo Fine

Chemicals Limited$% 5 #)345,400,0000% i 15 R #E A 425 ©

(3) %EERBKET_F—
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INTERESTS AND SHORT POSITIONS OF THE SUBSTANTIAL
SHAREHOLDERS AND OTHER PERSONS IN THE SHARES
AND UNDERLYING SHARES OF THE COMPANY

As at 31 December 2023, so far as was known to the Directors or
chief executive of the Company, the following persons (other than
the interests disclosed above in respect of the Directors and chief
executive of the Company) has, or is deemed to have, interests or
short positions in the Shares or underlying Shares as recorded in the
register to be kept under Section 336 of the SFO are set out below:

Capacity/nature of interest

2023 F ¥k =imksik

EEEHRE

FERRREMALTRAQT RS R EER G
TEENESERAR

R-E-ZF+-A=+—8 REAREFRESHT
BABFRA  UTFAL (B EXRAAAEERBST
A B R 2 M5 50) RS BOR AR D S B AR 15
hoEERBRES LAY EBATEEZER
T R4k 2 M5 AR - BB

Approximate
percentage of
shareholding in

the total issued share
capital of the Company

Number and class
of Shares "

Beneficial owner
BE&BAA

Sanvo Fine Chemicals Limited (Note 2)
Sanvo Fine Chemicals Limited (¥{#2)

Ms. Liang Yinsheng (Note 3)
PR LT (FE3)

Interest of spouse
EBER

Notes:
(1) All the Shares above are held in long position.

(2) Sanvo Fine Chemicals Limited is wholly-owned by Mr. Chen Binggiang.
Mr. Chen Binggiang is deemed to be interested in the 345,400,000
Shares held by Sanvo Fine Chemicals Limited pursuant to the SFO.

(3) Ms. Liang Yinsheng, the spouse of Mr. Chen Binggiang, is deemed to be
interested in the 345,400,000 Shares held by Mr. Chen Binggiang through
his controlled corporation, Sanvo Fine Chemicals Limited.

DIRECTORS’ AND CONTROLLING SHAREHOLDERS’
INTERESTS IN COMPETING BUSINESS

During FY2023, none of the Directors, directors of the Company'’s
subsidiaries, conftrolling Shareholders or their respective associates,
had inferests in business (apart from the business of the Group) which
competes or is likely fo compete either directly or indirectly with the
business of the Group which would require disclosure pursuant to the
Listing Rules.

| KAAAPERARA
RABEREH " BAREEAL
345,400,000 73.45%

345,400,000 73.45%

i

(1) LdmEROKBNFREFE -

(2)  Sanvo Fine Chemicals Limitedf AR mEE L2 EHEE ©
BARE 5 K EE 60 - BRI SE & 4 48 B Sanvo Fine
Chemicals Limited# 5 #9345,400,0000% % {5 & # 5 1 25 ©

(3) ARt E v BEBRBELTAREARRMABLES
B H A ESanvo Fine Chemicals Limited#® A &)
345,400,0008% AR {5  # A #E 25

EERERBRRRBFREBEDNES

REZZF-_=FHBFE HEEF ARFNBEARHN
EF ERREREZAENBEA - RRELTRAA
TRELARAQNFANEAMNBAREBHRFRAILEERER
B BFOER (NRREEXBRIN) PHRAE -
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PERMITTED INDEMNITY PROVISION

Subject to applicable laws, the Directors shall be indemnified and
secured harmless out of the assets and profits of the Company
from and against all actions, costs, charges, losses, damages and
expenses which they or any of them may incur or sustain by or by
reason of any act done, concurred in or omitted in or about the
execution of their duty, or supposed duty, in their respective offices,
pursuant to the Arficles. Such provisions were in force throughout
FY2023 and are currently in force. The Company has arranged for
appropriate insurance cover for Directors’ liabilities in respect of
legal actions that may be brought against the Directors.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Group were
enfered into or existed during FY2023.

SHARE OPTION SCHEME

The Company adopted a share option scheme on 13 December
2019 (the “2019 Share Option Scheme”) and, in order to align with
the amendments to Chapter 17 of the Listing Rules taking effect
from 1 January 2023, amended (the “Proposed Share Scheme
Amendments”) its terms (the “Amended 2019 Share Option Scheme”)
on 30 June 2023 (the “Adoption Date”).

The following is a summary of the principal terms of the Amended
2019 Share Option Scheme. The terms of the Amended 2019 Share
Option Scheme are in compliance with the provisions of Chapter 17
of the Listing Rules.

Purpose

The Amended 2019 Share Option Scheme is a share incentive
scheme and is established to recognize and acknowledge the
contributions the Eligible Participants (as defined below) have had
or may have made to the Group. The Amended 2019 Share Option
Scheme will provide the Eligible Participants an opporfunity fo have
a personal stake in the Company with the view fo achieving the
following objectives:

(i) motivating the Eligible Participants to optimise their
performance efficiency for the benefit of the Group; and

(i)  aftracting and retaining or otherwise maintaining on-going
business relationships with the Eligible Participants whose
contributions are or will be beneficial to the long-term growth
of the Group.
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DIRECTORS’ REPORT

SHARE OPTION SCHEME (CONTINUED)
Eligible Participant

The Board may, aft its discretfion, offer to grant an option to subscribe
for such number of new Shares as the Board may determine at an
exercise price determined in accordance with paragraph below to
the following persons (“Eligible Participants”):

(i) any full-time or part-time employees, executives or officers of
the Company or any of its subsidiaries (including persons who
are granted share options under the Amended 2019 Share
Option Scheme as an inducement to enfer info employment
confracts with the Group; and

(i)  any Directors (including non-executive Directors and
independent non-executive Directors) of the Company or any
of its subsidiaries.

Maximum number of shares

The maximum number of Shares which may be allofted and issued
in respect of the Amended 2019 Share Option Scheme and any
other share scheme(s) of the Company (the “Scheme Limit") shall
not in aggregate exceed 42,750,000 Shares, being 10% of the Shares
in issue as at the Adoption Date. Unless expressly approved by the
Shareholders at general meeting and expressly allowed by the Stock
Exchange, no any optfions or awards may be granfted under any
share schemes of the Company if the grant of such share options or
awards would result in the scheme Limit being exceeded.

Any share options or awards lapsed in accordance with the terms of
the respective share scheme of the Company will not be regarded
as utilized for the purpose of calculating the Scheme Limit.

Following the refreshment of Scheme Limit on 30 June 2023 and
the grant of 2,184,246 award Shares under the 2023 Share Award
Scheme on 15 November 2023, as at the date of this report, the
number of Shares available for future grant under the Amended
2019 Share Option Scheme, the 2023 Share Award Scheme and
other share schemes of the Company was 40,565,754.
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SHARE OPTION SCHEME (CONTINUED)
Maximum number of shares (Continued)

The Company may seek approval of the Shareholders at general
meeting for refreshing the Scheme Limit after three (3) years from (i)
the date of approving the Proposed Share Scheme Amendments; or
(i) the date for the shareholders’ approval for the last refreshment
(as the case may be). In any event, the total number of Shares which
may be allofted and issued in respect of the Amended 2019 Share
Option Scheme and any other share scheme(s) of the Company shall
not in aggregate exceed 10% of the Shares in issue as at the date of
approval of the refreshed limit. Any refreshment to the Scheme Limit
within any three-year period must be approved by the Shareholders,
where any confrolling Shareholder and his associates (or if there is
no confrolling shareholder, Directors (excluding independent non-
executive Directors) and the chief executive of the Company and
their respective associates) must abstain from vofing in favour of the
relevant resolution at the general meeting and in accordance with
the requirements under the Listing Rules. Such requirements are not
applicable if the refreshment is made immediately after an issue of
securities by the Company to the Shareholders on a pro rata basis
as set out in Rule 13.36(2)(a) of the Listing Rules such that the unused
part of the Scheme Limit (as a percentage of the total number of
Shares in issue) upon refreshment is the same as the unused part of
the Scheme Limit immediately before the issue of securities, rounded
to the nearest whole Share.

For the purpose of seeking approval of the Shareholders at general
meeting for refreshing the Scheme Limit, the Company must send a
circular to the Shareholders containing the information as required
by the Listing Rules from time to fime, including the reason for the
refreshment.
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DIRECTORS’ REPORT

SHARE OPTION SCHEME (CONTINUED)
Maximum entitlement of each Eligible Participant

The maximum entitlement of share options of each Eligible
Participant under the Amended 2019 Share Option Scheme shall
not exceed 1% of the Shares of the Company (i.e. 4,275,000 Shares
as at the Adoption Date). Where any grant of share options under
the Amended 2019 Share Opfion Scheme fo an Eligible Participant
would result in the Shares issued and to be issued in respect of all
share options and awards granted under the share schemes of the
Company (including any other share schemes of the Company (as
defined under the Listing Rules), where applicable, but excluding
any share options and awards lapsed in accordance with the terms
of the respective share scheme of the Company) to such person
in the 12-month period up to and including the date of such grant
exceeds 1% of the Shares in issue, such grant must be separately
approved by Shareholders in general meeting with such Eligible
Participant and his close associates (or associates if the Eligible
Participant is a connected person) abstaining from voting. The
Company must send a circular to the Shareholders. The circular must
disclose the identity of the Eligible Participant, the number and terms
of the share options tfo be granted (and those previously granted
to such Eligible Participant in the 12-month period), the purpose of
granting share options to the Eligible Parficipant and an explanation
as to how the terms of the share options serve such purpose. The
number and terms of the share options to be granted fo such Eligible
Participant must be fixed before Shareholders’ approval. In respect
of any share options fo be granted, the date of the Board meeting
for proposing such further grant should be taken as the date of grant
for the purpose of calculating the exercise price under the Listing
Rules.

Time of exercise of option and duration of the Share Option Scheme

Subject to the relevant clauses, the Amended 2019 Share Option
Scheme shall be valid and effective until the close of business of the
Company on the date (i.e. 12 December 2029) which falls ten (10)
years from the date of adoption of the 2019 Share Option Scheme
(i.e. 13 December 2019), after which period no further Share Options
may be offered but the provisions of the Amended 2019 Share
Option Scheme shall remain in force to the extent necessary to give
effect to the exercise of any Share Options granted prior thereto or
otherwise as may be required in accordance with the provisions of
the Amended 2019 Share Option Scheme.
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SHARE OPTION SCHEME (CONTINUED)

Time of exercise of option and duration of the Share Option Scheme
(Continued)

The Amended 2019 Share Option Scheme shall be subject to
the administration of the Board whose decision as to all matters
arising in relation to the Amended 2019 Share Option Scheme or its
interpretation or effect (save as otherwise provided herein) shall be
final and binding on all parties.

A Granfee shall ensure that any exercise of his Share Option under
the relevant clause is valid and complies with all laws, legislations
and regulations fo which he is subject. The Board may, as a
condition precedent to allotting shares upon an exercise of a Share
Option, require the relevant Grantee to produce such evidence as it
may reasonably require for such purpose.

The Option Period of a Share Option may not end later than ten (10)
years from the Offer Date.

Vesting period of share options shall be no less than 12 months.
Share options granted to Eligible Participants may be subject to a
shorter vesting period under the following circumstances:

(i) grants to an Eligible Participant whose employment is
terminated due to death or disability or event of force majeure;

(i)  grants of share options with performance-based vesting
conditions provided in the scheme document, in lieu of time-
based vesting criteria; and

(iii)  grants of share options with a mixed or accelerated vesting
schedule such that the share options may vest evenly over a
period of 12 months.

The Board is of the view that the discretion in allowing a shorter
vesting period in each of the circumstances gives the Company
more flexibility fo provide competitive remuneration package
to reward exceptional performers and grant share options in
exceptional circumstances where justified, which is in line with the
purpose of the Amended 2019 Share Option Scheme.
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SHARE OPTION SCHEME (CONTINUED)
Acceptance of an offer of options

A Share Option shall be deemed to have been granted to and
accepted by the Grantee and to have taken effect when the
duplicate offer document constituting acceptances of the Share
Options duly signed by the Grantee, together with a remittance
in favour of the Company of HK$1.00 by way of consideration for
the grant thereof, is received by the Company on or before the
relevant acceptance date. Such payment shall in no circumstances
be refundable. To the extent that the offer fo grant a Share Option
is not accepted by any prescribed acceptance date, it shall be
deemed to have been irrevocably declined.

Any Offer may be accepted in respect of less than the number of
Shares for which it is offered provided that it is accepted in respect
of a board lot for dealing in the Shares on the Stock Exchange or
an integral multiple thereof and such number is clearly stated in the
duplicate offer document constituting acceptance of the share
option.

Basis of determining the exercise price

The Subscription Price of a Share in respect of any particular Share
Option granted under the Amended 2019 Share Option Scheme
shall, subject to any adjustments made pursuant to the relevant
clause, be such price as the Board may in its absolute discretion
determine at the time of grant of the relevant share options (and
shall be sated in the letter containing the Offer) but the exercise
price shall be not less than the highest of:

(a) the closing price of the Shares as stated in the Stock
Exchange's daily quotations sheet on the date of grant, which
must be a Business Day;

(b) the average closing price of the Shares as stated in the Stock
Exchange's daily quotations sheet for the five (5) Business Days
immediately preceding the date of grant; and

(c) the nominal value of the Shares.
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SHARE OPTION SCHEME (CONTINUED) BRESTE (E)
Basis of determining the exercise price (Continued) EETEEZEE (E)

The detailed movement of the share options of the Company for the HE-_ZT-_=ZF+-_A=+—HIFE  AQaERE
year ended 31 December 2023 are set out as follows: WEBFBEHINET

Number of underlying Shares

RERGHAE
Outstanding Outstanding
Name and as at Granted Exercised Lapsed as at
category Exercise 1 January during during during 31 December
of grantee price 2023 the year the year the year 2023 Exercise period Vesting date
R-BZZ%
REAN -f-H
HERER 2 TEE eI ERERH FREFE FREX s GRAH
Directors
Bz
Mr. Ng Cheuk Lun 29 March HK$1.122 - 2,200,000 - - 2,200,000  From 29 March 2024 29 March 2024
2023 to 28 March 2033
REMEE “E-=F 112257 = 2,200,000 - - 2,200,000 —TImE el 3
=A=-thE ZA-fthHEE =A=thAH
ZZ==F
=AZTNH
29 March 2023 HK$1.122 - 2,200,000 - - 2,200,000  From 29 March 2025 29 March 2025
to 28 March 2033
“Z_-F 112257 = 2,200,000 - - 2,200,000 —TCZhE —ZChE
=A-+hH ZAZTNEE ZA-TNA
ZZ==F
=AZTNH
Employees
BT
Certain 29 March HK$1.122 - 8,624,000 - - 8,624,000 From 29 March 2024 29 March 2024
employees 2023 to 28 March 2033
HTEI i 3 112257 = 8,624,000 - - 8,624,000 —TomE 13
=A=thA ZA-fthHE =A=thA
—Z==F
=ZRZTNH
29 March 2023 HK$1.122 - 8,624,000 - - 8,624,000  From 29 March 2025 29 March 2025
to 28 March 2033
—Z-=F 112257 = 8,624,000 - - 8,624,000 —TCZhE —TChE
=A-+hH ZAZTNHEE ZA-TNA
—Z==F
=ZRAZTNH
Total - 21,648,000 - - 21,648,000
] = 21,648,000 - - 21,648,000
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SHARE AWARD SCHEME

The share award scheme of the Company (the “2023 Share
Award Scheme”) was adopted by the Board on 30 June 2023 (the
“Adoption Date”). Summary of principal terms of the 2023 Share
Award Scheme are set forth below:

Purpose

The purpose of the 2023 Share Award Scheme is to recognize,
including but not limited to, the incredible contribution made
towards the listing of the Company on the Stock Exchange and
the continuous contribution made fowards the development of
the Group by the employees of the Group during the COVID-19
epidemic and global economic downturn and to provide selected
employees (the “Selected Employees”) with incentives for their
contribution or potential contribution to the development and long-
term growth of the Group.

Administration

The 2023 Share Award Scheme shall be subject to the administration
of the Board in accordance with the rules, terms and conditions of
the 2023 Share Award Scheme. The decisions of the Board as to all
matters relating to the 2023 Share Award Scheme or its interpretation
shall be final and binding. Hence, no any trustee will be appointed
to administer the 2023 Share Award Scheme, and none of the
Directors is a trustee of the 2023 Share Award Scheme nor has a
direct or indirect interests in the trustee(s) of the 2023 Share Award
Scheme (if any).

Duration

Subject to any early termination as may be determined by the
Board, the 2023 Share Award Scheme shall be valid and effective for
a term of ten (10) years commencing on the Adoption Date.

Participants

Subject to the terms of the 2023 Share Award Scheme, the Board
may, from time to time, at its absolute discrefion select any
employee as a Selected Employee, grant awards (the "Award(s)") to
any Selected Employee and determine the number of award shares
(the “"Award Shares”) fo be granfed.
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In determining the eligibility of Selected Employees and fthe
number of Awarded Shares to be granted, the Board may take into
consideration, including but not limited to, the following matters:

1. the past contribution of the relevant Selected Employee made
towards the listing of the Company on the Stock Exchange;

2. the past and/or future satisfaction of key performance
indicators (such as individual performance assessment based
on the periodic and/or annual performance assessment and
review results);

3. the continuous conftribution of the relevant Selected Employee
made towards the development of the Group during the
COVID-19 epidemic and global economic downturn;

4. the expected and potfential contfribution of the relevant
Selected Employee to the development and long-term growth
of the Group;

5. the length of employment of the relevant Selected Employee
with the Group;

6. the current level of salary of the relevant Selected Employee;
7. the general financial condition of the Group; and

8. any other matter which the Board considers relevant.
Maximum entitlement of each participant

No Award may be granted to any one Selected Employee such that
the total number of Shares issued and to be issued in respect of all
options and awards granted to such person (excluding any options
and awards lapsed in accordance with the terms of the respective
share scheme of the Company) in any 12-month period up fo and
including the date of such grant exceeds 1% of the issued Shares
from time to fime, unless such grant is separately approved by the
Shareholders in general meeting with such grantee (the "Grantee”)
and his/her close associates (with the meaning ascribed thereto
under the Listing Rules) abstaining from voting in accordance with
Rules 17.03D(1) of the Listing Rules.

Operation

Pursuant to the 2023 Share Award Scheme, the Board may, from
time to time, at its absolute discretion select any eligible employee
tfo participate in the 2023 Share Award Scheme as a Selected
Employee and fo grant the Award Shares and determine the number
of Award Shares to be awarded as well as the terms and conditions
to be complied with by any Selected Employee.
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Vesting period of awards granted

Subject to the tferms and conditions of the 2023 Share Award Scheme
and the fulfillment of all relevant vesting conditions, the Board shall
on the Vesting Date (or if any Vesting Date is not a business day,
on the next business day) cause the Company to allot and issue
tfo such Selected Employee such number of new Award Shares as
set out in the Award Letter and the Board shall cause to be paid
the subscription money for the new Award Shares, representing the
nominal value of the new Award Shares multiplied by the number of
new Award Shares to be issued, from the Group's resources.

The vesting of any Awards under the 2023 Share Award Scheme
shall be subject to a Vesting Period to be determined by the Board
in its absolute discretion, which shall be specified in the Award
Letter. Only insofar as and for so long as the Listing Rules require, the
Vesting Period for the Awards under the 2023 Share Award Scheme
shall not be less than 12 months, unless the Board determines in ifs
sole discretion that the Awards granted to Selected Employee may
be less than 12 months s under the specific circumstances as set out
in the circular of the Company dated 13 June 2023.

Amount payable on acceptance of the Awarded Shares

An offer of Award is accepted by a Selected Employee when the
acceptance form attached to the award letter (the “"Award Letter”)
duly signed by such Selected Employee is received by the Company
together with a remittance in favour of the Company of HK$1.00
by way of consideration for the grant thereof within such time as
may be specified in the Award Letter (which shall not be later than
one month from the offer date). Such remittance it not refundable
in any circumstances. Where the offer of Award is not accepted
within the prescribed period of time as specified in the Award
Letter, the Award will be deemed not to have faken effect and will
automatically lapse forthwith on the day following the last day of
the prescribed period.
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Transferability and other rights

Any Award shall be personal to the Grantee and shall not be
transferrable or assignable to any other person prior to the Vesting
Date, unless a waiver is granted by the Stock Exchange allowing the
transfer of the Awards from a Selected Employee to a vehicle (such
as a frust or a private company) for the benefit of such Selected
Employee and any family members of such Selected Employee (e.g.
for estate planning or tax planning purposes) that would continue
to meet the purpose of the 2023 Share Award Scheme and comply
with the requirements of the Chapter 17 of the Listing Rules.

A Selected Employee shall not have any interest or rights (including
the right to receive dividends) in the Award Shares under an Award
prior to the Vesting Date; and a Selected Employee shall have no
voting rights in the Award Shares under an Award prior tfo the Vesting
Date. The Award Shares to be allotted and issued shall rank pari
passu with the fully paid Shares in issue on the date of allotment.

Clawback

Where such Grantee (i) ceases to be an employee of the Group by
reason of the termination of his/her employment on grounds enfitling
the employer to effect such termination without notice or payment
in lieu of notice; (ii) having been convicted of any criminal offence
involving his/her integrity or honesty; (iii) has been guilty of persistent
or serious misconduct; (iv) has committed any act of bankruptcy;
(v) has made any arrangement or composition with his/her creditors
generally; or (vi) having done something which brings the Group
info disrepute or causes damages to the Group (including, among
others, causing material misstatement of the financial statements of
the Company), any Award granted to such Grantee (to the extent
not being vested) shall lapse immediately and automatically.

If the Grantee ceases to be a Selected Employee for any reason
other than the above, the Award (to the extent not being vested)
shall lapse forthwith unless the Board determines otherwise in which
event the Award (or such remaining part thereof) shall vest.

The Company does not have a policy of clawing back share options
or Award Shares that have already been exercised or have already
been delivered to Grantee, as the case may be.
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Lapse of Award

The Award (to the extent not being vested) shall lapse automatically
upon the following events:

(a) the date on which Grantee (i) ceases fo be an employee of
the Group by reason of the termination of his/her employment
on grounds entiting the employer to effect such termination
without notice or payment in lieu of notice; (i) having been
convicted of any criminal offence involving his/her integrity or
honesty; (iii) has been guilty of persistent or serious misconduct;
(iv) has committed any act of bankruptcy; (v) has made any
arrangement or composition with his/her creditors generally;
or (vi) having done something which brings the Group into
disrepute or causes damages to the Group (including,
among others, causing material misstatement of the financial
statements of the Company);

(b) the expiry of any of the periods for accepting or exercising the
Award;

(c) the date on which such Grantee breaching the rule against
fransferring the Awards; and

(d) on the date on which an order for the winding up of the
Company is made or a resolufion is passed for the voluntary
winding up of the Company.

Cancellation of Award

The Board may at any time with the consent of and on such terms as
may be agreed with the relevant Grantee cancel Awards previously
granted but which have not yet vested.

Where the Company cancels Awards and offers new Awards to
the same Selected Employee, the offer of such new Awards may
only be made with available Awards to the extent not yet granted
(excluding the cancelled Awards) within the Scheme Limit pursuant
to the requirements of the Listing Rules.
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Termination

The Company may by resolution in general meeting at any time
tferminate the 2023 Share Award Scheme and in such event no
further Award shall be granted but the provisions of the 2023 Share
Award Scheme shall remain in force and effect in all other respects.

All Awards granted prior to such termination and not then vested
shall continue to be valid and be vested upon expiry of the relevant
Vesting Period, subject to and in accordance with the 2023 Share
Award Scheme.

On 15 November 2023, the Company offered to grant a total of
2,184,246 Awarded Shares at HK$1.00 consideration to 210 Grantees
as an incentive to (i) recognise the Grantees’ contribution to the
business performance and development of the Group; and (ii)
general incentive and motivate the Grantees to remain with the
Group and to strive for better contributions to the Group in the
future. The grant of Awarded Shares is subject to acceptance by
the Selected Employees and the vesting period and conditions. For
details, please refer to the announcement of the Company dated
15 November 2023.

Details of the movement of the Awarded Shares during the year
ended 31 December 2023 are set out in the table as follows:

As at Granted
Vesting 1 January during

Date of Grant Period/dates 2023 the year

SEME/AH
Employees 15 November 2023 15 November 2024 - 2,184,246
B8 - St —EomE
+—A+hA +—AthA

Saved as disclosed above, no Awarded Share was granted,
exercised, lapsed or cancelled during the year ended 31 December
2023.
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RIGHTS TO ACQUIRE THE COMPANY'S SECURITIES

At no fime during FY2023 was the Company, or any of its holding
companies or subsidiaries, or any of its fellow subsidiaries, a party
to any arrangement to enable the Directors or chief executive of
the Company or their respective associates (as defined under the
Listing Rules) to have any right to acquire benefits by means of the
acquisition of shares in, or debenture of, the Company or any other
body corporate.

CONTROLLING SHAREHOLDERS' INTERESTS IN CONTRACTS
OF SIGNIFICANCE

Save as the related party transactions disclosed in Nofe 29 to the
consolidated financial statements for FY2023 in this annual report,
no confrolling Shareholder had a material interest, either directly or
indirectly, in any contract of significance (whether for the provision
of services to the Company or not) to the business of the Group
to which the Company or any of its subsidiaries was a party during
FY2023.

RELATED PARTY TRANSACTIONS

Details of the related party transactions undertaken in the ordinary
course of business by the Group during FY2023 are set out in Notfe
29 to the consolidated financial statements for FY2023 in this annual
report.

The related party tfransactions set out in Note 29 to the consolidated
financial statements for FY2023 constitute “connected fransaction”
or "continuing connected transactions” (as defined under Chapter
14A of the Listing Rules) which are fully exempted from the disclosure
requirements under Chapter 14A of the Listing Rules. The Company
has complied with the disclosure requirements under Chapter 14A of
the Listing Rules.

CONNECTED TRANSACTIONS

During FY2023, the Group did not conduct any continuing
connected fransaction (as defined under Chapter 14A of the Listing
Rules) which is subject to shareholders’ approval, reporting and
annual review requirements under the Listing Rules.
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ANNUAL GENERAL MEETING

The Company will hold the 2024 AGM on Friday, 28 June 2024,
the notice of which will be published and despatched to the
Shareholders in due course.

CLOSURE OF BOOK FOR REGISTER OF MEMBERS

For determining the entitlement of the Shareholders to attend and
vote at the 2024 AGM, the register of members of the Company
will be closed from Tuesday, 25 June 2024 to Friday, 28 June 2024
(both dates inclusive), during which period no transfer of Shares
will be effected. In order to qualify for atftending and voting at the
2024 AGM, all transfer documents, accompanied by the relevant
share certificates, must be lodged with the Company’s Hong Kong
share registrar, Computershare Hong Kong Investor Services Limited
at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Wan Chai, Hong Kong for registration not later than 4:30 p.m.
on Monday, 24 June 2024.

AUDITOR

The financial statements for FY2023 have been audited by Moore
CPA Limited (“Moore Hong Kong”) who will refire and, being
eligible, offer themselves for re-appointment. A resolution for the re-
appointment of Moore Hong Kong as auditor of the Company will
be proposed at the 2024 AGM.

TAX RELIEF

The Company is not aware of any relief on faxation available
tfo the Shareholders by reason of their holdings of the Shares. If
the Shareholders are unsure about the taxation implications of
purchasing, holding, disposing of, dealing in, or exercising of any
rights in relation to the Shares, they are advised to consult their
professional advisers.

On behalf of the Board
Chen Bingqgiang
Chairman

Guangdong, China, 28 March 2024

48  ANNUAL REPORT

EEERE

RRBFRE

RRRKR_Z_MERAZTNRB(EHR) BT
T NERRBFAG  REBEHEREEFRERTER
FETHRER-

EENERNBFECFR

REETRREF _Z_NFRIEBFASEINE LR
EHNEN  ARARR_ZE_NENAZTHA(E
HOE"T-HWUFRA-TNR(ESH) (BRER
WE)EEHERHBEPELTFE  HRAK TS HIEME
AERDBFERL - RNEEREE T _NERRAF
REINELERE MEBFPXMHERBRAKRREAR =
EMFEFRAZTOB(EH ) TFEE=THX
BARARBNEBEERNEFPFELRBEETREFETH
RAR (it BEBEF 2/ KBRISIHFA A L7
BI712E1716558)  UHEERLFHE

B Em

TR U BRFENMBEBRREREFEE A
EHMERRAR((KEFERE]) F:t - ERHESE
NEERUBBEREE AR _E_MFRR
BFEAGLRE-BRBR UEBRESFSBHEEAAR
BlRZ 20D o

B R %
ARARETHEERARFTA RO T A ZHEARBREL
WERTHEBE K6 HE XFHTEERND
BT RERI PP R RS R - B A B R EARA -

REESFS

E

B (A 3

FEESR —E-NE=A=-+/\H



CORPORATE GOVERNANCE
REPORT

The Directors recognise the importance of good corporate
governance in management and internal procedures so as fo
achieve effective accountability. The Company's corporate
governance practices are based on principles and code provisions
as set out in the Corporate Governance Code (the "CG Code”)
contained in Appendix C1 fo the Listing Rules.

The Company confirms that, other than the deviation from code
provision C.2.1, the Company had complied with all the code
provisions set out in the CG Code during FY2023.

Code provision C.2.1 of the CG Code stipulates that the roles of
chairman and chief executive should be separate and should not be
performed by the same individual. Mr. Ernest Chen is the chairman of
the Board and the chief executive officer of the Company. In view
that Mr. Ernest Chen has been assuming day-to-day responsibilities
in operating and managing the Group, the Board believes that
with the support of Mr. Ernest Chen’s extensive experience and
knowledge in the business of the Group, vesting the roles of both
chairman and chief executive officer of the Company in Mr. Ernest
Chen strengthens the solid and consistent leadership and thereby
allows for efficient business planning and decision which is in the
best interest to the Group.

The Directors consider that the deviation from code provision C.2.1 of
the CG Code is appropriate in such circumstances. Noftwithstanding
the above, the Board is of the view that this management
structure is effective for the Group’'s operations, and sufficient
checks and balances are in place. The Directors are committed to
achieving high standards of corporate governance with a view to
safeguarding the interests of the Company and the Shareholders as
a whole. The Board will confinue to review and consider segregating
the roles of chairman of the Board and the chief executive officer of
the Company at a time when it is appropriate and suitable by taking
into account the circumstances of the Group as a whole.
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BOARD OF DIRECTORS
Responsibilities

The Board is charged with promoting the success of the Company by
directing and supervising ifs affairs. The Board has general powers for
the management and conduct of the Company’s business. The day-
to-day operations and management are delegated by the Board to
the management of the Company, who will implement the strategy
and direction as determined by the Board.

Composition

The composition of the Board for the year ended 31 December 2023
and up to the date of this annual report was as follows:

Executive Directors

Mr. Chen Binggiang (chairman and chief executive officer)
Mr. Chen Bingyao (resigned on 21 July 2023)

Mr. Ng Cheuk Lun

Independent non-executive Directors

Ir. Daniel Lai

Mr. Xu Kai

Mr. Yeung Chun Yue David

The biographical details of each of the Directors are set out in
the section headed "Biographies of the Directors and Senior
Management” on pages 17 to 26 of this annual report.

There is no alternate director being appointed to the Board.
Responsibilities of executive Directors

The executive Directors are responsible for the leadership and control
of the Company and overseeing the Group’s business development,
strategic planning and promoting the success of the Group.
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REPORT

BOARD OF DIRECTORS (CONTINUED)
Responsibilities of independent non-executive Directors

The independent non-executive Directors participate in the Board
meetings to bring in an independent judgement fo bear on the
issues of strategy, policy, performance, accountability, resources,
key appointments and standards of conducts and scrutinize the
Company’s performance in achieving agreed corporate goals and
objectives. They are also responsible for ensuring a high standard
of financial and other mandatory reporting of the Board as well as
providing a balance in the Board in order to effectively exercise an
independent judgement on the corporate actions of the Company
so as to protect Shareholders’ interest and the overall interest of the
Group.

Throughout FY2023, the Company had three independent non-
executive Directors, which met the requirements of the Listing Rules
that the number of independent non-executive Directors must
represent at least one-third of the Board and should not be less
than three, and that at least one of the independent non-executive
Directors has appropriate professional qualifications or accounting or
related financial management expertise.

Each of the independent non-executive Directors has made an
annual confirmation of independence in writing pursuant to Rule 3.13
of the Listing Rules and the Board is satisfied that all the independent
non-executive Directors have been independent and met the
independence guidelines set out in Rule 3.13 of the Listing Rules during
FY2023 and up to the date of this annual report.

Term of Directors

Each of the executive Directors has entered into a service contract
with the Company and each of the independent non-executive
Directors has entered into an appointment lefter with the Company.
The principal particulars of these service contracts and letters of
appointment are (i) for a term of three years commencing from
their respective effective dates; and (ii) subject to termination in
accordance with their respective terms. The term of the service
contfracts and the letters of appointment is renewable automatically,
subject to the Articles and the applicable Listing Rules.
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Remuneration

The Directors and the senior management receive remuneration
in the form of salaries, fees, discretionary bonuses and other
allowances and benefits in kind (where applicable).

The aggregate amount of remuneration (including salaries,
allowances, discretionary bonuses, other benefits and contributions
to pension schemes) paid or payable to the Directors for FY2023 was
approximately RMB4,145,000.

The remuneration of the Directors is determined with reference
to salaries paid by comparable companies, experience, time
commitment and responsibilities of the Directors and performance of
the Group. Details of the remuneration of the Directors for FY2023 are
set out in Note 10 to the consolidated financial statements for FY2023
in this annual report. In addition, pursuant to code provision E.1.5 of
the CG Code, the annual remuneration of the senior management
of the Company by band for FY2023 is set out below:

ExE (8
¥ A

EXLREEEABNTS HBE BBEAREME
BREMRN (ER) EHAERGH -

TECCFVRFEENIBNEZTZHMAE (21
e 2B WIS HAaRE KRG EHT) B
/A EWE4,145,0007T ©

EXHFHNI2EMALBARXNZHE  EF 28R
BE RAMBEUARAEEZRBEE - —T_=F
MREEEFFMNFEIINAFEFR _F_=FPK
FREAMBWMERMEI0 - I RIBEREATAIST
A FENSGE S Z=FUBFEARAREE
BABZFEHFMRERFIINT

Number
of senior

management
EEEE

AEHE

Nil-HK$1,000,000

Save as disclosed in this annual report, (i) no remuneration was paid
to the Directors or the five highest paid individuals as an inducement
to join, or upon joining, the Group; (ii) no compensation was paid to,
or receivable by, the Directors or past Directors or the five highest
paid individuals during FY2023 for the loss of office as director of
any member of the Group or of any other office in connection with
the management of the affairs of any member of the Group; and
(iii) none of the Directors waived any emoluments during the same
period.

Save as disclosed in this annual report, no Director or none of the
five highest paid individuals has been paid in cash or Shares or
otherwise by any person either to induce him to become, or to
qualify him as a Director, or otherwise for service rendered by him in
connection with the promotion or formation of us.
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BOARD OF DIRECTORS (CONTINUED)
Continuous Professional Development

Newly appointed Director will be arranged a comprehensive, formal
and tailored induction which includes provision of key guidelines,
documents and publications relevant to their roles, responsibilities
and ongoing obligations; a briefing on the Company’s structure,
businesses, risk management and other governance practices
and meetfing with ofther fellow Directors so as to help the newly
appointed Directors familiarize with the management, business and
governance policies and practices of the Company, and ensure that
they have a proper understanding of the operations and businesses
of the Company.

The Company encourages its directors to partficipate in continuous
professional development courses and seminars organized by
professional institutions or professional firms and study materials on
relevant tfopics so that they can contfinuously update and further
improve their relevant knowledge and skills.

During FY2023, the Directors were provided with reading materials
relevant to corporate governance, director’'s duties and
responsibilities, the Listing Rules, anti-corruption and other relevant
ordinances.

Meeting of Board and Board Committees and Directors’ Attendance
Records

Nofice of regular Board meetings is served on all Directors at least
14 days before the meeting. For other Board and Board committee
meetings, reasonable notice is generally given.

Board papers together with all appropriate, complete and reliable
information are sent to all Directors at least three days before each
Board or Board committee meeting to keep Directors apprised of
the latest developments and financial position of the Company and
to enable them to make informed decisions. The Board and each
Director also have separate and independent access to the senior
management of the Company where necessary.
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Meeting of Board and Board Committees and Directors’ Attendance
Records (Continued)

The minutes of Board and Board committee meetings are kept by the
company secretary and are open for inspection by any Director. The
minutes of Board and Board commitfee meetings record in sufficient
detail the maftters considered and decisions reached, including any
concerns raised by Directors or dissenting views expressed. Draft and
final versions of minutes are sent to all Directors for their comment and
records respectively, within a reasonable time after the meetings are
held. The number of Board meeting held and attendance of each of
the Directors is as follow:

ExE (8
ESERESEZESERRESHELR ()

EFENEFERROTR I SRLBAARNERT
AREMEFRER EFSeNEFSZERRE2H
KRLTEZFAACFELMERZIRE  BRES
REZEMBIFHARELERR - TRLEBVREE
BREFR -BRAERBAADIEREZRHERLR
K7 - BUTEFELRHEALSESTHRLENT ¢

General meeting

Board meeting

attended/ attended/

Name of Director eligible to attend eligible to attend
HE/REREE HE/REREE

Espg EPN- Ezegn
Mr. Chen Bingaiang BRI 58 5 & 1/1 6/6
Mr. Chen Bingyao (resigned on 21 July 2023) BRBEE (R=FE==F+A=1—HEF) 1/1 4/4
Mr. Ng Cheuk Lun REMEE 1/1 6/6
Ir. Daniel Lai BHE TR 1/1 616
Mr. Xu Kai Ak E 1/1 6/6
Mr. Yeung Chun Yue David BIRFEE 1/1 6/6

The chairman of the Board will at least annually hold meetings with
the independent non-executive Directors without the presence of
other Directors.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functfions set out in the
code provision A.2.1 of the CG Code. The Board reviewed the
Company’s corporate governance policies and practices, training
and confinuous professional development of Directors and senior
management, the Company's policies and practices on compliance
with legal and regulatory requirements, the compliance of the
Model Code and written employee guidelines, and the Company'’s
compliance with the CG Code and disclosure in this corporate
governance report.

54  ANNUAL REPORT

EERITRAHBEETESNBRA TELEF RS
UIFHMITEERRITEE

EERMEE

E=ZgRERTOERBERTA AR EA2. G H
ZHBE - BEFEERTARAZLEEARELESR &
ERBEERABZEIIRHEEEER ARRHEE
TTERREERETHAZBRREER - @THRETRIR
EEEBESIMARAETEEE AT ZERARE
AERERBENIWE -



CORPORATE GOVERNANCE
REPORT

BOARD COMMITTEES

The Board delegates certain responsibilities fo the Audit Committee,

Remuneration Committee and Nomination Committee (together, the
“Committees”). In accordance with the Listing Rules, the Articles and
the relevant laws and regulations in the Cayman Islands, the Board
has established the Committees for effective and efficient corporate

governance. These Committees are established and operated in

accordance with the specific written terms of reference, which are

available on the websites of the Company and the Stock Exchange.

Audit Committee

The Audit Committee consists of three members, namely Mr. Yeung
Chun Yue David (Chairman), Ir. Daniel Lai and Mr. Xu Kai. The
primary duties of the Audit Committee are, among others:

(a)

(o)

(c)

(d)

to be primarily responsible for making recommendations to
the Board on the appointment, reappointment and removal
of the external auditor, and to approve the remuneration and
other terms of engagement of the external auditor, and any
questions of ifs resignatfion or dismissal;

to review and monitor the external auditor's independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards. The Audit Committee
should discuss with the auditor the nature and scope of the
audit and reporting obligations before the audit commences;

where more than one audit firm is engaged, fo discuss with
each of the audit firms the nature and scope of the audit and
reporting obligations and ensure co-ordination between audit
firms before the audit commences;

to develop and implement policy on engaging an external
auditor to supply non-audit services. For this purpose, “external
auditor” includes any entity that is under common conftrol,
ownership or management with the audit firm or any enfity that
a reasonable and informed third party knowing all relevant
information would reasonably conclude to be part of the audit
firm nationally or internationally. The Audit Committee should
report to the Board, identifying and making recommendations
on any matters where action or improvement is needed;
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Audit Committee (Continued)

Review of the Company'’s financial information

(e)

(f)

56

tfo monitor the integrity of the Company'’s financial statements

and annual report and accounts, intferim report and quarterly

reports (if any),

and to review significant financial, reporting

judgements contained in them;

in reviewing these reports (the Company’s annual report and

accounts, interim report and quarterly report) before submission

to the Board, the Audit Committee should focus particularly on:

(i)
(ii)
(il
(iv)
(v)
(vi)

(vi)

(viii)

(ix)

(x)
(xi)

any changes in accounting policies and practices;
major judgemental areas;

significant adjustments resulting from the audit;

the going concern assumption and any qualifications;
compliance with accounting standards;

compliance with the Listing Rules and legal requirements
in relation to financial reporting;

the fairness and reasonableness of any connected
tfransaction and the impact of such transaction on the
profitability of the Group and whether such connected
tfransactions, if any, have been carried out in accordance
with the terms of the agreement governing such
fransactions;

whether all relevant items have been adequately
disclosed in the Group's financial statements and whether
the disclosures give a fair view of the Group’s financial
conditions;

any significant or unusual items that are, or may need to
be, reflected in such reports and accounts;

the cashflow position of the Group; and

and fo provide advice and comments thereon to the
Board;
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Audit Committee (Continued)

Review of the Company'’s financial information (Continued)
(g) inregard to (f) above:

(i) members of the Audit Committee should licise with the
Board and senior management of the Group and the
Audit Committee must meet, at least twice a year, with
the Company's auditors; and

(i) the Audit Committee should consider any significant or
unusual items that are, or may need to be, reflected
in the reports and accounts, it should give due
consideration to any matters that have been raised
by the Company's staff responsible for the accounting
and financial reporting function, compliance officer or
auditors;

(h)  to discuss problems and reservations with the auditors arising
from the interim and final audits, and any matters the auditors
may wish fo discuss (in the absence of management where
necessary);

Oversight of the Company'’s financial reporting system, risk
management and internal control procedures

(i) to review the Company’s financial controls, internal conftrol
and risk management systems;

(i) fo discuss the risk management and internal confrol system with
management to ensure that management has performed ifs
duty to have an effective internal control system. This discussion
should include the adequacy of resources, staff qualifications
and experience, fraining programmes and budget of the
Company'’s accounting and financial reporting function;

(k)  to consider major investigation findings on risk management
and internal control matters as delegated by the Board or on
its own initiative and management’s response fo these findings;

(1) where an internal audit function exists, to ensure co-ordination
between the internal and external auditors, and to ensure that
the internal audit function is adequately resourced and has
appropriate standing within the Company, and fo review and
monitor its effectiveness;

(m) to review the Group's financial and accounting policies and
practices;

(n) to review the external auditor’'s management letter, any
material queries raised by the auditor to management about
accounting records, financial accounts or systems of control
and management’s response;
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Audit Committee (Continued)

Oversight of the Company’s financial reporting system, risk
management and internal control procedures (Continued)

(o) to ensure that the Board will provide a timely response to the
issues raised in the external auditor's management letter;

(p) toreport to the Board on the matters set out above; and

(g) to consider and implement other matters, as defined or
assigned by the Board from time to time.

The Audit Committee held 3 meetings during FY2023 for the purposes
of, among other things, considering and approving the annual results
for the year ended 31 December 2022 and the interim results for the
six months ended 30 June 2023. The details of attendance are set
out below:

Audit Committee Members

(o) MREFERBEMAIMELBMETERER
(BHERHALI) IR EE

(p) RERETAEELER: R

(q) EERHTESETHBTLE RN EE -

ENZEEN T _=FUWBFEETTINGH MU
(K e EEEAMERE T -+ _-_H=+—
BEFENEFREMBE_ZT = "A=THIL
NEARPHES - HEFBHINDOT

Number of meetings

attended/held
HE/BTERRE

ENEEBRE

Mr. Yeung Chun Yue David BRFEE
Ir. Daniel Lai TRE TR
Mr. Xu Kai TR E

The Audit Committee has recommended fto the Directors the
nomination of Moore Hong Kong for re-appointment as external
auditor of the Company at the 2024 AGM.

The Group's annual results for FY2023 have been reviewed by the
Audit Committee.

Remuneration Committee

The Renumeration Committee consists of four members, namely
Ir. Daniel Lai (Chairman), Mr. Xu Kai, Mr. Yeung Chun Yue David
and Mr. Chen Binggiang. The primary duties of the Remuneration
Committee are, among others, to make recommendations to the
Board:

(i) to make recommendations to the Board on the Company's
policy and structure for all Direcfors’ and senior management
remuneration and on the establishment of a formal and
fransparent procedure for developing remuneration policy;

(il to review and approve the Group’'s management’s
remuneration proposals with reference to the Board's
corporate goals and objectives;
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Remuneration Committee (Continued)

(i) either to determine, with delegated responsibility, or fo make
recommendations to the Board on the remuneration packages
of individual executive Directors and senior management,
this should include benefits in kind, pension rights and
compensation payments, including any compensation payable
for loss or termination of their office or appointment;

(iv) to make recommendations to the Board on the remuneration
of non-executive Directors;

(v) to consider salaries paid by comparable companies, time
commitment and responsibilities and employment conditions
elsewhere in the group;

(vi) to review and approve compensation payable to executive
Directors and senior management for any loss or termination
of office or appointment to ensure that it is consistent with
contractual terms and is otherwise fair and not excessive;

(viij  to review and approve compensation arrangements relating to
dismissal or removal of Directors for misconduct to ensure that
they are consistent with confractual terms and are otherwise
reasonable and appropriate;

(vii) to ensure that no Director or any of his associates is involved in
deciding his own remuneration; and

(ix) to review and/or approve matters relating fo share schemes
under Chapter 17 of the Listing Rules.

The Remuneration Committee held 1 meeting during FY2023 for
the purposes of, among others, considering the remuneration
package and benefits of the executive Directors and making
recommendations to the Board for approval. The details of
aftendance are set out below:

Remuneration Committee Members
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Number of meetings
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FMZEEERE

Ir. Daniel Lai FBHE TI2R0
Mr. Xu Kai TEEE

Mr. Yeung Chun Yue David BRFEE
Mr. Chen Bingaiang RIREL A

HE/BTEBRY

/1
/1
1/1
1/1
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Directors Remuneration Policy

The Company has adopted a Director Remuneration Policy, it sefs
out the general principles which guide the Group to deal with the
remuneration matters. This remuneration policy aims to provide a
fair market level of remuneration to retain and motivate high quality
directors, senior management of the Group and aftract experienced
people of high calibre to oversee the business and development of
the Group.

Nomination Committee

The Nomination Committee consists of three members, namely Mr.
Xu Kai (Chairman), Ir. Daniel Lai and Mr. Yeung Chun Yue David. The
primary duties of the Nomination Committee are, among others:

(i) tfo 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;

(i) to identify individuals suitably qualified to become members of
the Board and select or make recommendations to the Board
on the selection of individuals nominated for directorships with
reference to the Board Diversity Policy and Nomination Policy;

(iii)  to assess the independence of the independent non-executive
Directors; and

(iv) to make recommendations to the Board on the appointment or
re-appointment of Directors succession planning for Directors,
in particular the chairman and the chief executive.

The Nominatfion Committee held 1 meeting during FY2023 for the
purposes of, among otfhers, reviewing the composition of the Board,
considering any changes in the Directors and senior management
of the Company and the making recommendations to the Board for
approval. The details of attendance are set out below:

Nomination Committee Members
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Number of meetings

attended/held

REZEEHE HE/BTEERY
Mr. Xu Kai TEE /1
Ir. Daniel Lai TBHE TR 1/
Mr. Yeung Chun Yue David BRFEE 1/1
Mr. Chen Bingyao (resigned on 21 July 2023) BRRBEE (R-F-=F+ A= 1T—HEF) 1/
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BOARD COMMITTEES (CONTINUED)
Board Diversity Policy

The Company has a board diversity policy which sets out it
approach to achieve a sustainable and balanced development, the
Company sees increasing diversity at the Board level as an essential
element in supporting the attainment of its strategic objectives and
its sustainable development. In designing the Board’s composition,
Board diversity has been considered from a number of aspects,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge
and length of service. All Board appointments will be based on
meritocracy, and candidates will be considered against objective
criteria, having due regard for the benefits of diversity on the Board.

The Board’s current target for gender representation is to achieve
having at least a director of different gender no later than 31
December 2024. In striving fo atffaining gender diversity, the
Nomination Committee is delegated with authority to identify
potential candidates through different means and channels,
including use of external recruitment agencies and any other means
that it deems appropriate.

Nomination Policy

The Board has a nomination policy which sets out the procedures
and criteria for the selection, appointment and reappointment
of the Directors. In evaluating and selectfing any candidate
for directorship, the Nomination Committee shall consider the
candidates’ character and integrity, professional qualifications, skills,
knowledge and experience, independence, diversity on the Board,
willingness to devote adequate fime to discharge duties as a Board
member and such other criteria that are appropriate to the business
of the Company.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix C3 to the Listing Rules as the required standards for
securities transactions by the Directors. Specific enquiries have been
made to all the Directors and all the Directors have confirmed that
they had complied with the required standards, where applicable,
set out in the Model Code during FY2023.

EXTERNAL AUDITOR AND REMUNERATION

Moore Hong Kong is appointed as the external auditor of the
Company.

For FY2023, the fees paid to Moore Hong Kong for the audit of
the annual financial statements of the Group were HK$1,450,000
(equivalent to approximately RMB1,305,000).

During FY2023, Moore Hong Kong provided non-audit service in
relation to the Bonus Issue fo the Company for approximately
HK$10,000.
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ACCOUNTABILITY AND AUDIT

The Directors are responsible for the preparation of the consolidated
financial statements in order to give a true and fair view of the
financial position of the Group, the financial performance and
cash flow during FY2023. In preparing the consolidated financial
statements for FY2023, the Directors have selected suitable
accounting policies and applied them consistently, made
judgements and estimates that are prudent, fair and reasonable
and prepared the consolidated financial statements on a going
concern basis. There are no material uncertainties relating to events
or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern.

The statement from the external auditors regarding ftheir reporting
responsibilities on the consolidated financial statements is set out in
the section headed “Independent Auditor's Report” of this annual
report.

INTERNAL CONTROLS AND RISK MANAGEMENT

The Board is responsible for maintaining sound and effective
internal control and risk management systems in order fo
safeguard the Group’'s assets and Shareholders’ interests and
reviewing the effectiveness of the Company’s internal control
and risk management systems on an annual basis so as to ensure
that intfernal confrol and risk management systems in place are
adequate. The Company outsourced its infernal audit function to
Messrs BT Corporate Governance Limited who reports to the Board
directly. The internal audit function primarily carries out the analysis
and independent appraisal of the adequacy and effectiveness
of the Group's risk management and internal confrol systems, and
reports their findings to the Board on, at least, an annual basis.

The Group's intfernal control system includes a well-established
organisational structure with clearly defined lines of responsibility
and authority. The day-to-day departmental operations are
entfrusted to individual department which is accountable for its
own conduct and performance and is required to operate its own
department’s business within the scope of the delegated authority
and to implement and strictly adhere to the strategies and policies
set by the Company from time to time. Each department is also
required to keep the Board informed of material developments of
the department’s business and implementation of the policies and
strategies set by the Board on a regular basis.
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INTERNAL CONTROLS AND RISK MANAGEMENT
(CONTINUED)

During FY2023, the Board had reviewed the effectiveness of the
internal control and risk management systems of the Group to
ensure that a sound system is maintained and operated by the
management in compliance with the agreed procedures and
standards. The review covered all material controls, including
financial, operational and compliance controls and risk
management functions. In particular, the review also covered the
adequacy of resources, staff qualifications and experience, training
programs and budget of the Company’'s accounting, internal
audit and financial reporting functions. The review was made
by discussions with the management of the Company and the
assessment conducted by the Audit Committee. The Board believes
that the existing internal control system is adequate and effective, in
particular, for financial reporting and Listing Rules compliance.

INSIDE INFORMATION

With respect to procedures and internal controls for the handling
and dissemination of inside information, the Company takes seriously
of its obligations under Part XIVA of the SFO and the Listing Rules. All
the inside information identified by the Directors shall be published
and disclosed to the public in a timely manner through the
Company’s publications and communications, unless the information
falls within safe harbours as prescribed in the SFO.

WHISTLEBLOWING POLICY AND ANTI-CORRUPTION
POLICY

The Company has formulated whistle blowing policy which allows all
staff and independent third parties, including customers, suppliers
and contractors, to report any possible improprieties, misconducts,
malpractices or irregularities in matters of financial reporting, internal
confrol or other matters to the Board or the Audit Committee
anonymously. The Group will handle the reports and complaints with
care and will treat the whistle-blower’s concerns fairly and properly.
Any person who is found to have victimized or retaliated against
those who have raised concerns under this policy will subject to
disciplinary sanctions.
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WHISTLEBLOWING POLICY AND ANTI-CORRUPTION
POLICY (CONTINUED)

The Group has adopted anti-corruption policy on a zero-tolerance
basis for any form of corruption, including bribery and extortion,
fraud and money laundering, and promise to operate our business in
an honest, ethical and creditable manner. The policies are revised
in due course and all Directors and employees are reminded with
its requirement from time to time. The Group strictly abides by
national and local laws and regulations related to bribery, extortion,
fraud and money laundering, including but not limited to the
Company Law of the PRC* ({(F ZE AR EFIE A F]7%)), the Anti-Money
Laundering Law of the PRC* ((fr % A R £ B &L E5)), the Anfi-
Unfair Competition Law of the PRC* ((FFE A R HEMBR TN EE HFE))
and other laws and regulations.

Please refer to the "Environmental, Social and Governance Report”
contained in this report for more details.

COMMUNICATION WITH SHAREHOLDERS AND
SHAREHOLDER RIGHTS

The company has adopted a Shareholders’ communication policy
with the objective of ensuring that the Shareholders will have equal
and timely access to information about the Company in order
to enable the Shareholders to exercise their rights in an informed
manner and allow them to engage actively with the Company.

The AGM remains the principal forum for dialogue with the
Shareholders. The Shareholders are encouraged to participate in
the proceedings of and ask questions about the resolutions being
proposed and the operations of the Group. The Articles allow a
Shareholder entitled to attend and vote at general meeting of
the Company to appoint more than one proxy to attend and vote
on his/her/its behalf and also provide that a proxy need not be a
Shareholder.
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COMMUNICATION WITH SHAREHOLDERS AND
SHAREHOLDER RIGHTS (CONTINUED)

The Company has reviewed the implementation and effectiveness
of the shareholder communication policy during the year and
conclude that it is effective because some minority shareholders
have personally approached the company and ask for relevant
news.

All resolutions put forward at general meetings will be voted by poll
pursuant to the Listing Rules and poll results will be posted on the
websites of the Company and the Stock Exchange after conclusion
of each general meeting.

Procedures for Shareholders to convene an extraordinary general
meeting

Pursuant to Article 64 of the Articles, the Board may, whenever it
thinks fit, convene an extraordinary general meeting. Extraordinary
general meetings shall also be convened on the requisition of 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
having the right of voting at general meetings. Such requisition shall
be made in writing to the Board or the company secretary for the
purpose of requiring an extraordinary general meeting to be called
by the Board for the transaction of any business specified in such
requisition. 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 requisitionist(s)
himself/herself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the requisitionist(s) as a result of the
failure of the Board shall be reimbursed to the requisitionist(s) by the
Company.

Procedures for putting forward proposals at general meeting

There are no provisions allowing Shareholders fo propose new
resolutions at the general meetings under the Companies Act of
the Cayman Islands. However, Shareholders who wish to propose
resolutions may follow Article 64 of the Articles for requisitioning an
extraordinary general meeting and including a resolution at such
meeting. The relevant requirements and procedures are sef out
above. As regards proposing a person for election as a Director, the
procedures are available on the website of the Company.
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COMMUNICATION WITH SHAREHOLDERS AND
SHAREHOLDER RIGHTS (CONTINUED)

Procedures for putting enquiries to the Company and contact details

Shareholders may, at any time, direct questions, request for publicly
available information and provide comments and suggestions to
directors or management of the Company. Such questions, requests
and comments can be addressed to the company secretary of the
Company by email to stella@sanvo.com.

DIVIDEND POLICY

The form, frequency and amount of dividends declared each year
will fake into consideration the Group's profit growth, cash position,
positive cash flow generated from operations, projected capital
requirements for business growth and other factors as the Board may
deem appropriate.

CONSTITUTIONAL DOCUMENTS

During the year ended 31 December 2023, in view of the changes
to Appendix Al to the Listing Rules, the Company has adopted the
second amended and restated Arficles, which was approved by the
Shareholders at the annual general meeting of the Company held
on 30 June 2023, and is available on the websites of the Company
(www.sanvo.com) and the Stock Exchange (www.hkexnews.hk).

COMPANY SECRETARY AND PRIMARY CONTACT OF THE
COMPANY

The company secretary of the Company is Mr. Ng Cheuk Lun, who is
also an executive Director and the primary contact of the Company.
Mr. Ng is a Certified Public Accountant (Practising) of the Hong
Kong Institute of Certified Public Accountants as well as a Certified
Practising Accountant of CPA Australia. He reports to the chairman
of the Board directly.

In compliance with Rule 3.29 of the Listing Rules, Mr. Ng Cheuk Lun
undertook not less than 15 hours of relevant professional training
during the FY2023. All the Directors have access to the advice and
services of the company secretary on corporate governance and
Board practice and matters. Mr. Ng Cheuk Lun has been contacting
with the Board directly in respect of company secretarial matters.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

ABOUT THIS REPORT

SANVO Fine Chemicals Group Limited (the "Company” together

with its subsidiaries, collectively, “we"”, "us”, “our” or the "“Group”)
is pleased to present our annual Environmental, Social and
Governance Report (the “Report”) to provide an overview of the
Group’'s management of significant issues affecting the operation,

including environmental, social and governance (“ESG") issues.

REPORTING PERIOD

The Report illustrated the Group's initiative and performance on the
environmental and social aspects for the period from 1 January 2023
to 31 December 2023 (the “Reporting Period”).

REPORTING SCOPE

This Report covers all subsidiaries of the Group in the People’s
Republic of China (the "PRC") with core business that principally
engaged in researching, developing, manufacturing and sales of a
diversified portfolio of fine industrial chemical products in the PRC,
representing all our total revenue of the Reporting Period. The Group
will continue in assessing the impacts of its business on the major
ESG aspects and fo include in the Report. The scope of the Report is
consistent with the ESG Report last year.

REPORTING BASIS

This Report was prepared in accordance with the Environmental,
Social, and Governance Reporting Guide (“ESG Reporting Guide”)
set out in Appendix C2 (formerly known as Appendix 27) to the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”). The Group has complied
with the mandatory disclosure requirements and the “comply or
explain™ provisions set out in the ESG Reporting Guide. The Group
will continue to optimize and improve the disclosure of KPls. This
Report was prepared and published in both English and Chinese. In
the event of contradiction or inconsistency, the English version shall
prevail. For more information on our corporate governance, please
refer to the "Corporate Governance Report” on pages 49 to 66 of
the annual report of the Company for the year ended 31 December
2023.
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REPORTING BASIS (CONTINUED) HREEE(F)

During its preparation, the Group adheres to the reporting principles RGHBEIER  AEBEETFEEN 2 FHER—H
MR RS RAY

of materiality, quantitative, balance and consistency by:

Interpretation: The KPIs disclosed in the
report shall be calculable and comparable
where applicable.

Interpretation: The report should disclose
significant impacts on the environment and
society, or aspects that materially affect
how the stakeholders assess the Group and
make decisions.

R MEERBEARFRHENEATE K
HRDEFEARERMELARBEERZENT

m| e
Y4

[' * Application: Under feasible situation, the Group
records, calculates and discloses quantitative
information and conducts comparisons with past
performance.

R AT ERENBRERUEREN THE
BAEERBR T AELLE

Application: The Group conducts
questionnaire to understand stakeholders’
expectations. Based on the results of the
questionnaire, the Group identifies and
reports the Group's material sustainability
issues.

FER : REEETTRSRAEN T BN EN
HIZE - REMEHEER - NEERHL
BERNEBNERAFEERSAE -

FER : ERITTIER T - ANEERS - SHE R
BELEN  WEBERBRETILR

Materiality | Quantitative

J

Consistency \
— 3 * Application: The Group ensures

consistency in preparing the report and
manage its ESG data for future
comparison. If there are any changes to
the methodologies, calculations, or any
other factors that affect meaningful
comparison, the Group will make a clear
explanation.

e : AEERRRA RO ARRRE L EREESGRUR
AR BERELER - tngtEt DK~ AR RS R E
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*Application: The Group follows
the principles of accuracy,
objectivity and fairness to report its
achievements and challenges in
sustainable development.

JEFA - AREEEER TERLFORA -
E A BRI BBUSHR KR
T B 2 PREL -

\_

FERULBRNEAREEMNE - AEESFLAHRE -

Interpretation: The Group should objectively and
fruthfully report its ESG performance for the year.

R AEBERE  AEMERAFEMESG
xR e
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Interpretation: The ESG report should be prepared in a
consistent manner, its ESG's KPIs can be compared fo
understand corporate performance.
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BOARD STATEMENT

To strengthen our management on sustainable development, an
ESG governance structure was established. The Board takes full
accountability for the Group's ESG governance and sustainable
development. They are responsible for monitoring the Group'’s
materiality issues, performance, and evaluating the ESG related risks
and opportunities regularly. Under the authorization of the Board,
the ESG committee considers and evaluates various stakeholders’
concerns and interests by materiality assessment to determine
the Group's ESG management approach, strategy, priorities, and
objectives. The Board is committed to integrating ESG principles info
our business management practices.

The Group has set ESG related targets which demonstrate
the effectiveness of the Group’'s ESG policies and various ESG
management systems. The Board will continue to review the ESG
related performance and review the progress based on the ESG
related targets in the future, and will improve relevant ESG policies
according to the target progress, so as to supervise and improve
sustainability efforts.

ESG GOVERNANCE STRUCTURE

The Group established an ESG governance structure and carried
out the concept of sustainable development into daily work. The
Group had formed an ESG Committee, which is chaired by one of
our Executive Directors, to oversee the ESG task force (“Task Force”)
led by our Administration Manager. The structure is consisted of three
parts: decision-making level, organization level and execution level.

. Decision-making level: Board of the Group

The Board is the highest decision-making level of the Group
which takes full responsibility for ESG strategy and reportfing.
The Board monitors sustainable development performance and
progress of the Group. It reviews and approves the Group's
ESG management policies, strategies, goals, and annual
work, including assessment, prioritization, and management
of material ESG issues, risks, and opportunities. It also regularly
reviews the ESG performance of the Group and its progress in
achieving related objectives. The oversight of the Board is to
ensure that the ESG committee and the ESG task force have all
the right tools and resources to oversee the ESG issues.
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Organization level: ESG committee

The Group's ESG committee is the second level of the
governance structure. The ESG committee is delegated by
the Board, chaired by an Executive Director. Following Mr.
Leo Chen'’s resignation in July 2023, Mr. Chen Binggiang, an
Executive Director, the chairman of the Board and the Chief
Executive Officer of the Company, was appointed as the
chairman of the ESG committee of the Company. The ESG
committee is responsible for formulating ESG management
policies, strategies, goals, and annual work and promoting
related implementation. They also identify, evaluate, review,
and manage major ESG issues, risks and opportfunities. All
working status and related recommendations will be reported
to the Board of the Group regularly.

Execution level: The ESG task force

The execution level is the third level of the governance
structure. The Group has established the Task Force. The Task
Force comprises core members from different departments of
the Group and is responsible for collecting relevant information
on our ESG aspects for the preparation of the ESG Report. The
Task Force reports to the ESG committee, assists in identifying
and assessing the Group’'s ESG risks, and assesses the
effectiveness of the Group's ESG internal control mechanism.
The Task Force will also examine and assess our performances
in different aspects such as health and safety, labor standards,
and product and service responsibility in the ESG area. This
level is responsible for organizing, promoting, and implementing
various ESG related tasks under the Group’s ESG management
policies and strategies. All tasks will be reported to the ESG
committee regularly.
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ESG GOVERNANCE STRUCTURE (CONTINUED)

Interaction between the board and the designated committee in ESG
governance

Different ESG issues are reviewed by the ESG committee at the
meetings, which are held at least annually. During the Reporting
Period, the ESG committee and the Board reviewed the ESG
governance and different ESG issues, and identified the ESG related
(including but not limited to climate-related) risks and opportunities.
ESG related risks are embedded in our risk management process and
risk register, which alongside all other types of risk as an integral part
of its Group-wide Risk Management Framework.

CONTACT INFORMATION

The Group welcomes your feedback on the Report for our sustainability
initiatives. Please contact us by email to sanvo@sanvo.com.

APPROVAL OF THE REPORT

The Report was approved by the Board of Directors (the “Board”) of
the Company on 28 March 2024.
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STAKEHOLDER ENGAGEMENT BHESH

We identified the key stakeholders of our business operations. R #AEELENTEH NS - HMBEBSEER
We interact with our stakeholders regularly through various REEFBNEETTHESY - TRABRMNEZEH
communication channels. The following table illustrates the issues of ERETOMBANREMEFHDEETHERNRT

concern of our major stakeholders and the ways we communicate
with stakeholders:

Stakeholder Expectation Engagement channel
K& He SERE
Government, = To comply with laws = On-site inspections and checks
public and B EHHEERE
communities = Proper tax payment = Research and discussion through work
B ABALTER ZEHH conferences, work reports preparation
e - Ensure production and submission for approval
safety, environmental BBTEEAEHEMT R RERRERIE
protection and social o AR R g

responsibility
BREZEE  RERAER
B gRE

- Promote regional
economic development
and employment

(R IR A0 B R st 5
Shareholders = Return on investment = Annual general meetings and other
and Investors RE R shareholder meetings
fRR R EE - Stable operation BERRAGREMBERE
BERTE - Interim reports, annual reports and
- Risk minimization announcements
B & E(L RERE  FREAE
- Information disclosure - Company website
and fransparency NGIEER
BHRRBERERE - Meeting with investors
- Protection of interests HEEEEH
and fair freafment of - Roadshows
shareholders S
RERF =R DT
FRE

- True, accurate and
timely reporting
EE  ERREEHRE

72 ANNUAL REPORT

Measures

Operated, managed and paid taxes
according o laws and regulations,
strengthened safety management;
obtained/renewed license timely,
accepted the government's supervision,
inspection and evaluation, and actively
underfook social responsibilities
KERLRRADIRE ERUHH  MRZE
B RESER /EATAE  EXBEEE
BRERE  UEEAELERE

Issued notices of general meetings

and proposed resolutions

according to regulations, disclosed
company's information by publishing
announcements/circulars, inferim report
and annual report in the year. Carried out
different forms of investor activities with
an aim to improve investors' recognition.
Held results briefing once. Disclosed
corporate contact details on website and
in reports and ensured all communication
channels available and effective
BENERREAGBERRBRZR  EX
BRABAE /B PHARERFRBEA
AEH - RRAAKANKREEES  URS
REERAE - BO-REEHRE - LR/
RBREFRBEARMESE BREEEAR
BHE
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STAKEHOLDER ENGAGEMENT (CONTINUED) BEMNESHEE)
Stakeholder Expectation Engagement channel Measures
& i) SHERE &t
Employees = Safeguard the rights and - Feedback box - Provided a healthy and safe working
EE interests of employees 2R environment; developed communication
REREEFMF = Training, seminars, briefing sessions channel with management; developed a
= Salary and welfare gl e mNe fair mechanism for promotion; cared for
Fe kEH Team activitie employees by helping those in need and
- Working environment BFEE organizing employee activities
TERE RERERZENIERE BUREEER
- Career development BORE BUATHMEAKL  EHEEE
opportunities EEVHABEREE BEES
ZXURKE
= Self-actualization
BHRER
- Health and safety
BEREARZZE
Customers - Assurance on quality Site visit Organised marketing activifies, site visit
®E and quantity of product EWER and exhibition and exhibition
BRERGMERES Exhibition METSERED BEHZERREE
= Stable relationship BE
BEBE Email and customer service hotline
- Group reputation and ETBHREFRBERR
brand image Feedback forms
SERERMmBTR ElEER &
= Market demand Regular meeting
mimE K EHER
Market research
m5Hs
Suppliers/ - Long-term partnership Strategic co-operation Invited tenders publicly to select best
Partners REYEERZ REEATE suppliers and contractors, performed
HER /AEBE - Honest cooperation Regular meetings contracts according to agreements,
HAEE TR enhanced daily communication, and
- Faimess and openness Tendering process established long-term cooperation with
ASTRN: BiEAiE quality suppliers and subcontractors

Information resources

ARARRREREHERIARE ROERE

sharing T84 MEBERA REZRERRSE
BRERL=E BRURHAERE

- Timely settlement
REEEX
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STAKEHOLDER ENGAGEMENT (CONTINUED) EHhESH(E)
Stakeholder Expectation Engagement channel Measures
EHE Be SHERE it

Peer/industry - Experience sharing - Industry conferences and meetings - Stuck to fair play, cooperated with peers

associations PELR SELE to realize win-win, shared experiences
R%/ T8 - Cooperation and attended seminars and meetings of
e the industry so as to promote sustainable
= Fair competition development of the industry
AFHEF BEATRT  BREXGEAERLER 2=
g% 2MOIERTEREE  RETETH
BER
Financial - Compliance with the Consulfing Complied with regulatory requirements in
institution laws and regulations il a strict manner, disclosed and reported
SRKE BFERRIRH Information disclosure true information in a timely and accurate
- Disclosure of information AR manner according to law
B E Reports BREEFETRT  ROARE £ EER
W& BRBEEH
Bank - Timely repayment of Regular meeting Paid interest according to instalment
1T loans EHER schedule and cooperated with banks for
REEEER Business and operation update inspection and monitoring
- Honest cooperation EBREEENEN BROIBAFREERIANE - BERITHET

BEARE
Stable operation
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MATERIALITY ASSESSMENT BEEMFTM

In order to better understand stakeholders' opinions and FEUTHARIMTREMNEHAERRE Hek
expectations on the Group's ESG performance, the Group has EARANBERANRE  REERA RGN T EETT
adopted a systematic approach to conduct the annual materiality FEEENFAE  BEREFECELREENHEE Y
assessment, by inviting relevant stakeholders to participate in the BEEZFHAETTS  U2EAEENEBEERRE
materiality survey and rate the potentially significant issues, and MITHED - AEBHEEMRAENERONAEEN
taking the Group's business development strategies and industry EE e -BHINEZEZELRFNEF I TEBEAERE

practices as reference. The Group analyzed the results of the E RS WRIBE HeRSEREAMIEE - RN
materiality survey into a materiality matrix. The identified significant LS HIfE  NEEHNEEMEELT

issues and stakeholder concerns will be reviewed and discussed
with the management and disclosed in the ESG Reportf. During the
Reporting Period, the Group's materiality matrix is as follows:

MATERIALITY MATRIX DURING THE YEAR
RERNEZEREE

Product
High Responsibility
® EREME o
Development
and Training Employment
R EREY| Health and ——
Safety Anti-corruption &S
> R e o Labour Standards
Q9 ® > 2 TR
E Use of Resources )
Qo AR 0 °
o W
= =2 ® Emission Supply Chain
< Hm ) e Management
'G & Environment and Natural HpEsE e S
Z i R:sgurces o 1)
O = RIERARARER .
— Community Investment
< HERE
=
- Climate Change
TR
9}
Low V
& IMPACT ON BUSINESS High

ot

HEBNTE
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A. ENVIRONMENTAL ASPECTS
Aspect A1: Emissions

To demonstrate commitment to sustainable development and
compliance with laws and regulations relating tfo environmental
protection, the Group endeavors to minimize the environmental
impact of the business activities and maintain green operations and
green office practices. As a responsible chemical manufacturing
company, we were accredited with the ISO 14001 (Environmental
Management Systems Certificate) in 2021, which remains valid Hill
August 2024.

Our Group's operations are subject to certain environmental
requirements pursuant to the laws in the PRC, including but not
limited to PRC Environmental Protection Law* ({(fr#E A B L MR H R
#’%)), the PRC Law on Prevention and Control of Water Pollution*
(R AR R GT2B5545%)), the Law on Prevention and Control
of Atmospheric Pollution of the PRC* ((Fh 2 A R & A B A &5 285
J&%)), the Law on Prevention and Control of Environmental Noise
Pollution of the PRC* ({f # A B HFBIIR IR E )5 L006)5)), the Law
of the PRC on the Prevention and Control of Environmental Pollution
by Solid Wastes* ((F % A R+ A B [ 28 B #7175 2 IR IE B 06 /%)) and
Technical Specification for Operation and Management of Volatile
Organic Compounds Treatment Facilities in Guangdong Province
issued by Department of Ecological Environment of Guangdong
Province 2022 No.330* (ER G B E M B MY e B HIEEITE BRI
iR 81 B 3R K (2022 ) 330%%) . We contfinuously observe the laws and
regulations in relation to environmental protection in the PRC and
have been in strict compliance with them. We have implemented
environmental profection measures in our operatfions including
having environmental protection procedures in place to treat and
dispose of all of our waste in accordance with national and local
environmental laws and regulations. Dust, waste water, noise and
different sorts of pollutants are generated during our production
processes. We have established environmental and pollution conftrol
policies with various measures in place to process and dispose of our
industrial wastes to minimize the impact on the environment include,
amongst other things:

* The English name is for identification purpose only.
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A1l: Emissions (Continued)
Air pollution

There are increasingly stringent environmental and safety
requirements in the PRC fine industrial chemical industry especially
for emission of volatile organic compounds (the “VOCs”). Certain
of our subsidiaries have been listed as one of the VOCs emission
enterprises under supervision and required to compile a VOCs
emission comprehensive control scheme (VOCsHE4R A BG AR
(the “Control Scheme”)) in 2018. In addition, we also developed
a self-monitoring scheme during the Reporting Period, in order
to obtain more timely and comprehensive understanding of
conditions of emissions. Thus our Group aims to increase the
number and proportion of our products which are water-based/
low-VOCs to adhere to the prevailing and more stringent industry
environmental standards in order to minimise any adverse impact
on the environment resulting from our business activities and monitor
technological frends in our industry in the PRC, which is evident
from (i) 108 (2022: 118) out of 184 (2022: 207) of our fine industrial
chemical products (representing approximately 58.7% (2022: 57.0%)
of our products) are currently water-based/low-VOCs, and (ii) our
Group holds various patents (such as “Zero-VOC tranquilization
nano-emulsion paint” *(—EZVOCH K LZ@ILB%E), “Gear oil and
preparation method thereof” * (—E#k#E)m K E&{E %), “Water-
based crack sealer and preparation method thereof” * (—fE K% %
SE R ERE L), “Water-based anti-corrosion industrial paint and
a preparation method thereof” *(—fE/KMHE TER N ERE T E)
and "High-hardness wear-resistant double-group water based wood
paint and its preparation method” * (58 & i B A K IE AR % B &
2 77%)) in relation to the manufacture of environmentally friendly
fine industrial chemical products which are water-based and/or low-
VOCs.

* The English name is for identification purpose only.
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A. ENVIRONMENTAL ASPECTS (CONTINUED) A. RIEEM@E(HE)

Aspect Al: Emissions (Continued) BEAT : $Erk (&)

Air pollution (Continued) ERTR(E)

In order to minimise the emission of VOCs, the Group had REESRVEBEEEERIEWAIEER - ANEBE B HEUA

implemented measures as below: T

- upgrading the oil paint to water paint; - BEMRAREBKMR

- change of raw material such as toluene and acetone to — BERZEMERRERANIEEFREE
ethanol;

- the propellant LPG is replaced by dimethyl ether (“DME") in — LESRAMOZFE (PR RREERL
which DME is more soluble; ARR

- adding cover for containers that are not fully sealed in order to - AREEEINAS[NLEET BIEHERE
reduce the volatilisation of organic waste gas; %

- optimising the production plan so as to reduce various emission — EEEE URILALEERMBEHMES
and waste by cleaning devices due to change of raw materials BB REEBE R EEY
for production;

- renovated exhaust gas and dust collecting channels in - ERELEEEMMNEBEREKEREEE  BIUK
production workshops to reduce emission from the hazardous LEEWMEHERNR

substances effectively;

- upgraded the original waste gas treatment facilities in the - EAfHREHEAENERERERE WRHRE
paint workshop and installing an activated carbon adsorption HREMNEE  IRSEREIERE S

devices to improve the waste gas treatment capacity;

- using fully sealed stirring kettle to reduce waste gas spillover; - EAZIRABHE  BRIERING

- using gas collecting hood in the window free workshop to - EZRFEREAERSKERER:
collect waste gas;

- replaced the original exhaust gas adsorption equipment with a —  BREEREM R EE R A E M R W R
double-layer activated carbon adsorption equipment, which is TEREFVIEMITERERE  ReEBEIARENRE
installed next to the FV fine chemicals workshop to improve the FRRLR

efficiency of waste gas collection and treatment;

- installed a new set of activated carbon adsorption, trommel — EBERTELEEEMTE—EFTNFTEREHN - F
screen and regenerative thermal oxidizer (the “RTO") device FTREEBRABE(E(RTO) XS  BEEEHE
with activated carbon adsorption equipment in the key R RS &

production bases; and

= planting more trees in a systematic way to ensure an evergreen —  BERHEMWERS - BRIRETE -
environment.
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect Al: Emissions (Continued)
Air pollution (Continued)

Other than VOCs, our operation also generates airborne pollutants
in our production and fransportation processes. Our vehicles are
regularly inspected fo ensure exhaust emissions are within regulated
limits. During the Reporting Period, the Group has purchased fwo
heavy goods vehicles, a large bus and a private car fo meet the
Group's business development needs. In addition, the Group has
sold three vehicles which are aged and in poor condition so as fo
reduce the emission of air pollutant and greenhouse gas.

Waste control

Our hazardous waste produced mainly consists of waste paint
slag* (BE& &), waste activated carbon* (BEJ& %) , waste paint
buckets* (BEm & H8) ., waste sealant* (8% £ &) and waste packing
material* (& £ 2 #)) used during the production process. Non-
hazardous waste mainly includes domestic waste and rag. They
are separatfely stored and handled with the ledger for record. As
our production process involves the use and storage of hazardous
materials, it is always our top concern to comply with the applicable
environmental laws and regulations in the PRC and avoid the
occurrence of any environmental contamination event during our
production activities. As a result, we contfinuously observe the laws
and regulations in relation to environmental protection as amended
from time to time in the PRC. In practice, in order to properly control
the disposal of our production wastes, we have formulated detailed
environmental protection rules and guidance for our staff to follow
during production. We also engage qualified recycling companies
to perform waste disposal and treatment, especially for hazardous
waste, so as to minimize the impact on nature. In addition, to ensure
that the quantities and rates of our production discharge are in
compliance with the applicable environmental laws and regulations,
we engage qualified third-party pollutant supervision companies to
examine, monitor and provide advice on our pollutant discharge
condifions for at least once in each quarter.

Other pollution

With respect to waste water, we have filters installed in our sewage
pipelines; carried out regular cleaning of our sewers and pipelines
and improved the drainage system to achieve rain and sewage
diversion to ensure pollutants do not directly enter the sewer. During
the reporting period, we engaged qualified third-party sewage
testing agency to examine our sewage condition and the test results
were complied with relevant national and local laws and regulation.
We also installed soundproof walls to control the noise generated
during any renovation or maintenance works carried out at our
production sites.
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A. ENVIRONMENTAL ASPECTS (CONTINUED)

Aspect A1l: Emissions (Continued)
Other pollution (Continued)

Our Group strictly adheres to the standards, metric and targefts
set or issued by the PRC Government environment-related
compliance (including those issued by the General Administration
of Quality Supervision, Inspection and Quarantine of the PRC
and Standardization Administration of the PRC) in assessing and
managing our impact on the environment resulting from our business
activities, including without limitation our consumption or use of
hazardous or harmful substances in our fine industrial chemical
products. In addition, given the increasingly stringent environmental
and safety requirements in the PRC fine industrial chemical products
industry, our Group places emphasis on minimising adverse impact
on the environment, particularly through research and development
on eco-friendly products, in order to strengthen and maintain our
competitiveness such as by establishing research and development
centres, the objectives and functions of which include (i) research
and development on new products and designing new solutions
and/or formulae, and (i) gathering market intelligence and closely
monitoring the technological frends in our industry in the PRC and
also globally. We also strive fo produce high quality products,
which includes limiting the use of harmful and non-eco-friendly
substances in the production process. For example, certain of our
subsidiaries has been accepted as a member of the Guangdong
Association of Quality Inspection* (EREHBHE&® %1% <) as well as
Zhongshan Association of Quality Technology* (fr LT & £ #H T iHe)
and has participated in relevant association activities, such as staff
trainings and seminars on quality inspection. Our group has also
been recognized by the government to establish innovative practice
and skills training bases, such as provincial post-doctoral innovation
practice bases. In addition, our Group has been keeping apprised
close attention to the newly published or amended environmental
laws, regulations or rules enacted by the environmental protection
governmental authorities of national or local level from fime to fime
and is willing to assume social responsibilities to assist in building
up a more environmentally friendly, pollutant-free and recyclable
society by focusing on improving clean production. Moreover, we
have also participated in academic research relating to clean
production and a number of our management and employees have
published papers with respect to environmental issues caused by the
production of relevant hazardous chemicals in various periodicals
in the PRC. We will continue to encourage our management
and employees to conduct or take part in research relating to
environmental protection issues, especially in areas connecting with
manufacture of, among others, aerosols, adhesives, painting and
coating products.

* The English name is for identification purpose only.
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A1l: Emissions (Continued)
Other pollution (Continued)

In light of the above measures, we believe the discharge of each
of the key pollutants generated during our production process
shall remain within prescribed regulatory limits and thus our
business operations do not have a material adverse impact on the
environment.

In addition, the Group advocates emission reduction, and is
committed to achieving sustainable operations and compliance
with emission requirements permitted by the local authorities. To this
end, we have set targets in terms of reducing emissions (including air
pollutants, greenhouse gas, hazardous wastes and non-hazardous
wastes). The Group will actively implement the air pollutants control
plan, energy-saving plan, material-saving plan and measures to
maintain or reduce the intensity of waste production and relevant
gas emissions. The Group will review the progress and explore more
opportunities for various environmental protection goals. In the
future, we will set more specific quantitative environmental goals to
nurture the environment and cherish natural resources. Moreover, we
are investing more resources in recycling to help the development of
circular economy.

Environmental aspects Targets
BEEH B

Air Polluton’fs Emissions
F5 R
AEERERERERSEY

Greenhouse Gas Emissions

B E R P

Waste Reduction
WO BEEY

b o
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BESN ﬁﬁfhﬁ@ﬂ&ﬁﬁlﬁ&ﬁiﬁ?yéﬁ BN BRER

Z& /7-1ﬁ °

The Group will actively implement the air pollutants control plan and measures to reduce the intensity of
total air pollutants emissions by 2% by 2027, compored to 2022.
BEEG ARG BR-Z L FNERS

IFRRETER T _FHI2% -

The Group will actively implement the energy-saving plan and measures to reduce the intensity of
greenhouse gas emissions by 2% by 2027, compared to 2022.
REBEIERE LA LA BR

EREFNEER T __FRI2%-

The Group will actively implement the material-saving plan and measures to reduce the infensity of total
waste production by 2% by 2027, compared to 2022.

REBBBEEBMHSONARERE BR-Z_LFNEENEFAERER T _FH 2%

ANNUAL REPORT 81



=imksik 2023 F ¥R

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A1l: Emissions (Continued)
Other pollution (Continued)

During the Reporting Period, there was no material breach of or
noncompliance with the applicable laws and regulations related to
environmental protection.

Maijor air pollutants emission from our operation during the Reporting
Period as follows:

Air Pollutant Emission

ZERISRMEN

Type of Air Pollutants

R -#HSREREHE

A REEE(E)
BEA : S ()
H7R ()

BEREA  UEERERITTRBEARRERZLR
UESREP

SHIRR  RANSEEENTIEERS
I

R B RB

Air Pollutant Emission (kg)

EREENHERE (TR)
2023 2022'
—E-= - fF

Sulphur dioxide —&lbh 81.05 61.62
Intensity (kg/Revenue RMB'000) BE (TR /ARETRKRE) 0.00008 0.00007
Nifrogen oxides RE! 2,938.97 2,356.62
Intensity (kg/Revenue RMB’'000) ZE (FR/ARETRHEH) 0.0027 0.0025
Particulate matter BIFHT 184.25 177.02
Intensity (kg/Revenue RMB’000) BE(TR/ARETTUE) 0.00017 0.00019

Notes:

1. The Group has reviewed the methodology of data collection on use of
vehicles for the corresponding period in 2022 and restated the data of
air pollutant emissions accordingly.

The increase in air pollutant emission during the Reporting Period is
due to the increased fuel consumption by new vehicles purchased.

During the Reporting Period, the GHG emission from the operation is
set out below:

GHG Emission’

BERBER

Type of GHG emissions BRERBHERER

BENEEHR
Scope 2 Indirect emissions* ENENES 3
Total @t

Intensity (fons/Revenue RMB’000)

Scope 1 Direct emissions’

BE (B ARMT T KE)

BEE

1. AEEEEHN _Z-__SRPEHEABIBEWRETE XA
fEE P %2 5 R B B -

REHRE - E=&/5
FHB AR NPT B -

REHEAR CEEENRERBHERBRIAT

RYBEDOE T AR B E T ENMN

Equivalent CO, emission (tons)

“EERERFERE ()
2023 2022*
—E-=f B
752.76 450.14
5,733.13 5,003.63
6,485.89 5,453.77
0.0060 0.0058
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A. ENVIRONMENTAL ASPECTS (CONTINUED) A. REEM@E(E)

Aspect Al: Emissions (Continued) BEAT . BER (&)

Other pollution (Continued) Ems2 (4F)

Notes: B 5

1. The calculation of the GHG gas is based on the “A Corporate 1. BERETIR }J§ BEREREEZTETNICESFHERE
Accounting and Reporting Standard” from The GHG Protocol, the BE| HFEARENEBERERMLEZESEMHN(T
Guidelines for Accounting and Reporting of Greenhouse Gas Emissions %Eﬁﬁﬁ%m%m REEBZE R EERERE (A7)
from Industrial Enterprises in Other Industries (Trial) published by National (ReR Bl BRARERBHMETERER) (ELZABER
Development and Reform Commission of the People's Republic of ERFEREHRZE S FRRERRE)TE -
Chino* K TEEMTXECXEREREHIZE R ZRAREER (F17))). the
GHG Protocol Tool for Energy Consumption in China* (¢8gR 4 # 3| #£ 1)
BEREYEMEE#EE)), and the Guidelines for Accounting Methods
and Reporting of Greenhouse Gas Emissions of Land Transportation
Enterprises (P EXMERM P EAZEREHMZE F BB EER)).

2. The Group has reviewed the methodology of data collection on use of 2. AREFECEF S - _FREHEREFERES L LA
vehicles for the corresponding period in 2022 and restated the data of FEEIE =R Y WMEIE -
GHG emissions accordingly.

3. Scope 1: Direct emission from vehicles, gas stove and refrigerant that 3. HE: AKBHEANER  MREARRLSBEZI R -
are owned by the Group.

4. Scope 2: Indirect emissions from the generation of purchased electricity 4. HE2: NEBEEINEE NAMEERNBETER -

consumed by the Group.
* The English name is for idenftification purpose only.

The increase in GHG emission under Scope 1 during the Reporting WREHFRBENAREREEHCEE Ty B RS BB
Period is due fo the increase in fuel consumption of new vehicles EEBEEMMEDEFEE MR LB AL - EHRR
purchased and the increase in the use of refrigerants during the e Eﬂ%?éﬁ BHBLBEREEME  RMDRIEELE
Reporting Period. We have taken steps to repair the machines after EHEE:

discovering that the damaged the refrigeration equipment resulted

in the increased consumption of refrigerants.

During the Reporting Period, the hazardous waste and non- REHBEAN CEEENEEEEMNESEEZYH T
hazardous waste produced from the operation is set out below: m

I

Hazardous and non-hazardous waste

RERBEEY

Hazardous waste BEEN 64.13 13.90
Non-hazardous waste EZREN 72.03 63.45
Total #st 136.16 77.35
Intensity (tons/Revenue RMB’000) BE (B ARETTHE) 0.00013 0.00008
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A. ENVIRONMENTAL ASPECTS (CONTINUED) A. BEEM@E)
Aspect Al: Emissions (Continued) BEAT : $Erk (&)
Other pollution (Continued) Ha52 (4F)

The increase in hazardous and non-hazardous waste during the RMEHE EEREEEEVE N EZEHIMVA
Reporting Period is mainly due to the MV Production Site was under EEMNEEAFEEAEE ML FEELEMREA -

full operation for the whole year while it was only operational for two NERBEHMESE REMBAEN - It BEERE
months during the previous year, and also the increase in production AR EEMIRNIEMERRESL N URBEREER
volume and product types during the Reporting Period. In addition, GHBEBE_GEERGE  SERBREERFHALS
the increase of waste activated carbon in hazardous waste is due to BRI c RIREHE  EFEEY N E £70.82
the increase in production, and the upgrade of environmental dust WE - T —=F = — F 563.4508 -

removal system to secondary activated carbon dust removal, which
requires more frequent replacement of activated carbon according
to environmental protection requirements. During the Reporting
Period, 70.82 tons non-hazardous wastes were recycled, compared
to 63.45 tons in 2022.

Target achievement progress BEZEREE

For each target established, the details of corresponding measures RS ENSERREME - AEINEHE A EmMERNAE
to achieve such target will be disclosed in the sections of “Aspect EREBFBEEREEAl - k] R IEEA2 : &R
Al: Emissions” and “Aspect A2: Use of Resources”. FHIZEHE -

The Group had developed the environmental targets for air REBCRTERTEMEHEN BEREERNEEYE
pollutants emission, GHG emissions and waster production, and the HAHIFREZEEE  REHRNEROT -
result as at the end of Reporting Period is as follow:

Environmental KPI Targets Baseline Year 2023 vs. 2022 Status
—EC-=F8HK

RERBRENER BE HEF ===

The intensity of total air Reducing the intensity of air pollutants 2022 Increase by 20% In progress
pollutants emissions emissions by 2% by 2027
ERSAMEENBEERE AT F ZRARVHERBERL2% — T2 32 1N20% HEITH

The intensity of greenhouse Reducing the intensity of greenhouse 2022 Increase by 5% In progress
gas emissions gas emissions by 2% by 2027

BERBHRETE AT _+F AERBERBEERI2%2 —T__—F 1 N5% EiTH

The intensity of total waste Reducing the intensity of hazardous 2022 Increase by 55% In progress
production waste production by 2% by 2027

EEYELRSEE N _+F FEEREVEETRERL2% —T - 2 N55% HEITH
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A2: Use of Resources

The Group's production facilities and business operations are strictly
abide by the laws and regulations of the PRC, including but not
limited to the Energy Conservation Law of the PRC* ({th #E A R £ F1E
i 49888)%)) and other laws and regulations. We have implemented
energy & resources conservation measure in our operations including
having energy & resources conservation procedure in place in the
course of business operation. We are committed to improving the
efficiency of energy use, advocating conservation of resources, and
improving the efficiency of energy and resource consumption.

The Group places high priority on the efficient use of resources.
Due to business nature of the Group, various types of raw materials
including but not limited to packaging materials, additives,
pigments, fillers, color powder, metallic powder, resin, rubber and
solvents are used and consumed in the production process. The
Group strives to improve the efficient use of natural resources, such
as minimising waste/emissions and implementing effective recycling
program. Practical measures are implemented as follows to improve
the efficiency of the usage of raw materials so as to save resource:

- Using fully automated machinery to eliminate the manual errors
and decrease the amount of raw materials wasted during
production;

- Configuring with automated pipeline transfer systems to reduce
the evaporation of raw materials arising from the use of/
transfer from barrels;

- Utilising materials that facilitate clean production environment
to effectively reduce the consumption of detergentfs and
running water;

- Improving product packaging forms tfo conserve fthe
consumption of carton materials;

- Focus on quality management so as to reduce wastage and
scrap for less pollution resulted;

- Adopting “one vehicle one card” policy so as to monifor the
usage of fuel by each vehicle and to avoid wastage by private
usage;

2023 F ¥k =imksik
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A2: Use of Resources (Continued)

In addition, the ofher resources used by the Group are electricity
and water. The Group has formulated and implemented the
management rules for energy conservation and consumption*({ &9 &
EAEEIEAMA))). For usage of water, the Group did not encounter any
problems in sourcing water that is fit for purpose. Practical measures

are implemented as follows.

- Switching off lights and turning off unnecessary energy
consuming devices when staff leaves the office;

- Adopting LED lighting in some production workshops and
offices;

- Bringing our own cups to avoid using paper cups;
- Collection of carton box and sold to recycling companies;

- Setting the temperature of air-conditioning system in a range
between 25°C to 26°C;

- Regular maintenance of vehicles with good condition for
operational efficiency;

- Using online office system fo minimise the use of paper.
Promoting double side printing in office;

- Enhancing the monitoring for the use of food in canteen to
reduce wastage; and

- Establishing management system of idle resources in order to
fully utilise the resources of the Group.

In addition, the Group advocates energy and resources saving, and
is committed to achieving sustainable operations and compliance
with emission requirements by local authorities. To this end, we have
set targets in terms of energy use efficiency and water efficiency, so
as to perform better energy conservation and water conservation.
The Group will actively implement the energy-saving plan, water-
saving plan and measures to reduce the intensity of energy
consumption and water consumption. The Group will review the
progress and explore more opportunities for various environmental
protection goals. In the future, we will set more specific quantitative
environmental goals fo nurture the environment and cherish natural
resources. Moreover, we are investing more resources in recycling to
help the development of circular economy.
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A. ENVIRONMENTAL ASPECTS (CONTINUED) A. RIEE@E(HE)
Aspect A2: Use of Resources (Continued) BmEmA2 : EREA (&)
Environmental aspects Targets
BEEH BE
Energy Conservation The Group will actively implement the energy-saving plan and measures to reduce the infensity of
iEIED energy consumption by 2% by 2027, compared to 2022.

AEBERRERDETELEE BRESCLENEREREER S __FRP2%

Water Conservation The Group will actively implement the water-saving plan and measures to reduce the intensity of water
B 49 K consumption by 2% by 2027, compared to 2022.

AEBREREHREKHARER BR-Z_tFNRKEER_T__FHI2%

Consumption of energy, water and packaging materials by the REMBERN - AEEMRER KEBEMBEFEEHT

Group during the Reporting Period is set out below: RN
Energy Consumption
BORE
Energy consumed (kWh)
BRHEFE (TRER)
2023 2022
Type of energy BRER —8Z=
Unleaded petrol EITH 554,745.60 597,429.28
Diesel 5h 1,404,563.73 1,048,928.56
Purchased electricity INEE N 10,043,949.80 8,202,115.55
LPG RIEEHBR 80,500.00 56,222.22
ING BIERAR 73,985.46 39,123.03
Total @t 12,157,744.59 9.943,818.64
Energy intensity (kWh/Revenue RMB'000) ERRE(TRE /ARETTRE) 11.29 10.49
Notes: B
1. The Group has reviewed the methodology of data collection on use of 1. AREBOEM S -_—_FRPEHEARFWE T A8
vehicles for the corresponding period in 2022 and restated the data of FEE I e B FEEUE -

energy consumpfion accordingly.

Water Consumption

#KkE

Running water consumed BRICEEE 94,055.00 80,561.00
Water consumption intensity (tons/Revenue RMB’000) FARE (WM ARETTKE) 0.09 0.08
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A. ENVIRONMENTAL ASPECTS (CONTINUED)

Aspect A2: Use of Resources (Continued)

Packaging materials

RN

BENHER

Type of packaging materials

R -#HSREREHE

A REEE(E)
BEA2 : EREA (H)

Metal B 21,227.55 10,360.26
Plastic 2B 15,986.85 10,309.03
Paper ok 3,582.97 2,359.85

The increase in energy consumption during the Reporting Period
is due to the increased in fuel consumption by new vehicles
purchased. Owing to the increase in the output and the number of
employees of the MV Production Site during the Reporting Period,
fuel consumption in the staff canteen and water consumption
increased as a result. In addition to the increase in production,
e-commerce products have also increased this year, leading to an
increase in packaging materials consumed in products.

Target achievement progress

The Group had developed the 2023 environmental target for energy
conservation and water conservation, and the result as at the end
of Reporting Period is as follow:

Environmental KPI Targets

RERBARER B

¥R E B - SRR FEIE I o RN B B R E M RRE R
WM - AR BREHAMVEERENESE REB A
Bugm - BT REMMEDERRFEKERIE M - BRE
BRI NEFEMEMINVGFTEIN - EHE M FTH
FEE B AR IE N

EREMEE
REBEHNE T - =ZFEHEEHKNEREER ]
HARBRAT

%
i
53d
off

The intensity of energy Reducing the intensity of energy
consumption. consumpftion by 2% by 2027

BEREREEE ° T FRIERERETE R 2%

Reducing the intensity of water
consumption by 2% by 2027

3 =T+ FRIBEKREERD2%

The intensity of water
consumption.

FEREE o

Baseline Year 2023 vs. 2022 Status
—E_=F%L

HAEF —E=-=

2022 Increase by 8% In progress

-z #1n8% HETH

2022 Increase by 3% In progress

—E-—fF 3 713% HITH
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A3: The Environment and Nature Resources

The Group raises staff’s awareness on environmental issues through
education and training and enlist employees’ support in improving
the Group's performance, promote environmental awareness
amongst the customers, business partners and Shareholders and
support community activities in relation to environmental protection
and sustainability and evaluate regularly and monitor past and
present business activities impacting upon health, safety and
environmental matters. With the integration of policies mentfioned
in sections "Emissions” and "“Use of Resource”, the Group strives to
minimise the impacts to the environment and natural resources.

Aspect A4: Climate Change

Climate change has caused frequent extreme weather and has
a major impact on business operations. Therefore, the Group has
formulated working mechanisms and contingency plan to identify,
prevent and mitigate climate change issues that may have a
significant impact. At the same fime, we would adjust the use of
resources and energy. In response fo disasters and accidents that
are easily induced by extreme weather, we always enhance the
capability to the disaster response.

Physical Acute Risk

The Group has identified extreme weather such as typhoons,
heavy rain, thunder and lightning and flooding that can cause
physical acute risk. The potential consequences include damage to
documents, material, equipment, buildings and even employees’
health and life. The above potential consequences will cause
economic losses and increase operating costs to the Group.
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A. ENVIRONMENTAL ASPECTS (CONTINUED) A. BEEM@E)
Aspect A4: Climate Change (Continued) EBHEAL : RIFE1 ()
Physical Acute Risk (Continued) ERsItmEp (&)

The Group has established contingency plans including different A RBRERDIBEHERANTFTZE  AEEE ST
measures as below to prevent and minimise the negative effect of NTEEREERESTER -

extreme weather.

Physical Acute Risk

ERSMRR
Extreme weather Preventative and mitigation measures
i R IR AR E# T
Typhoons - Close doors and Windows with advance notice
e RAIEBE - @RAPE

- Move materials and equipment to safety areas in advance, or covered with a tarp
BEBMHMRZEERER2ES  AAMHKMES

- Reinforce equipment and components that may be blown away
B T e 45 K 2 PR A 9 3R 1 S AR A

= Stop all outdoor work
FIE—PIMER

Heavy rain and Flooding = Clean up trash and make sure drains unblocked
FRLS BRI BRIKEE®
- Maintain drainage equipment
HEPKEE

- Reinforce equipment and components that may be washed away

ANTEL AT BEAR HE KO 2E 80 3% 4 I 2B 1

Thunder and lightning - Keep good conditions of earthing devices
S REFEMEBRR R IR
= Control travel and outdoor work before the arrival of lightning
ERETER  BERLTRPIMER
- Remind employees to save data and turn off computers
RESIRFHERBHEK
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A. ENVIRONMENTAL ASPECTS (CONTINUED) A. REEM@E(E)

Aspect A4: Climate Change (Continued) BHEAL : RIRE ()

Physical Chronic Risk ErEertER

The Group has identified extreme weather such as extremely AREED AP EHR T L2 B /S iE KR (2015 i
hot weather can cause physical chronic risk. The potential REKXF) - WBEBRAAJEEENERBIFBEE IR
consequences include an increased chance of getting heatstroke BEEREMAREEEN - RAXERTE LR UAEES
for employees working outdoor or in the workshop, increasing Emsm e TERRRANT RGN tmuks
turnover rate and work-related injuries, and shortening the product BAEBHNENFTRKRLEERAEN -

life. The demand for cooling for the working environment will be
increased, which may lead to an increase in power demand and
operating costs to the Group.

The Group has established different measures as below to prevent AP EBERDBHERANTFTZE  AEEE ST
and minimise the negative effect of extreme weather. AT SEREHE -

Physical Chronic Risk

EREHER
Extreme weather Preventive and mitigation measures
1 R IR AR E#E R
Extremely hot weather - Open windows to allow the air to circulate
[N TREF  REZRELE
- Water the ground
RRE
- Keep a First-aid kit in a convenient location
R

- Keep tea and cold water available 24 hours a day
2 R4S RIRK

- Arrange employees’ working schedule reasonably to ensure adequate sleep
AEZHEI TR BREIEERR

- Outdoor and aerial work should be stopped
FIERIRBEESE

- Provide sufficient usage instructions and product information to customer and distributor
%P Ry HER T R MR R N ERE R

- Strengthen the product development
038 2 b 2
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A. ENVIRONMENTAL ASPECTS (CONTINUED) A. BEEM@E)
Aspect A4: Climate Change (Continued) EBHEAL : RIFE1 ()
Transitional Risk BEEE

The Group has identified related matters such as the tightened AEBED#HAHEBER  GINBFEHOKRE AR A
laws and regulations imposed by the government which can cause MO eEsuAE R - BELERIEERBBER LA
transitional risk. The potential consequences include a higher chance R REMES -

of breach of relevant laws and regulations.

The Group has established different measures as below to prevent AEBEEHIEATTRER - LA IERE2 R EER
and minimize the negative effects of transitional risk. B H B2

Transitional Risk

Climate-related risks description Preventative and mitigation measures
FIRAHERELT B RERER
Legal risk - Monitor the updates of environmental laws and regulations in advance
EERR RAEEEMRREERER

- Continue monitoring of the ESG reporting standards of the Hong Kong
Exposure to litigation risk. We have to adapt the fightened law and Listing Rules
regulations imposed by the local government due fo climate change, as REEZRE LMRAINERE HeRERRERE

well as bear the risk of potential litigation once we fail o obligate the new

regulations

E&?ﬁ ARk - BHRABEEG I BREAREECMERNKEEZRER TR
MR BT AR AR EERADORR o

Market risk - Fulfill the requirements of climate-related regulations issued by the
%R R government

BOIRAEROREEEER 2 EX
More customers are concerned about climate-related risks and - Prioritize the climate change as a high concern in the market decisions
opportunities, which may lead fo changes in customer preference. to show fo the clienfs that the company is concerned about the
ESRPRIERGHERANRRNES EREREFRENEL - problem and challenges of climate change

BREZCEATSARTRERMINELER AEFRTIANHREEL
AR M B A E

Technology risk - Adapt the business model and product offerings to align with

S RELA sustainability goals and evolving regulations
BEEBEAREMEE ARERELREERTEHELNER

Increased research and development (“R&D") costs associated with the - Recruit or train relevant technical personnel to reduce R&D cycle

rising demand for sustainable technology or solutions to address climate BESGIREERMAS - EREHEES

change.

RERARKEECOIHFENEABRAFROBRAGER  HRRAE (W)

BAIE N o
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B. SOCIAL ASPECTS
Aspect B1: Employment

The Group believes that environmental proftection starts from a
strong foundation of experience and knowledge built upon new
talents and a key to our success is our ability to recruit, retain,
motivate and develop talented and experienced staff members. A
subsidiary of the Group received its first Business Social Compliance
Initiative ("BSCI") cerfification in 2022 and remains valid in 2023 upon
compliance with the requirements set by BSCI standards. The BSCI
Code of Conduct was also signed by the subsidiary.

SANVO's in-house research and development team (the "R&D
team”) has formulated many patents for our aerosol, adhesive,
and waterproofing products. Since 2002, we have been recruiting
50 to 100 college graduates each year. We endeavour to aftract
and retain appropriate and suitable personnel to serve our Group.
Our group assesses the available human resources on a continuous
basis and will determine whether additional personnel are required
to cope with the business development of our Group. The Group's
employment handbook sets out our standards for compensation and
dismissal, recruitment and promotion, working hours, rest periods,
equal opportunity, antidiscrimination, and other benefits and
welfare.

The Group strictly abides by the laws and regulations of the PRC
regarding employment, including but not limited to the Labour Law
of the PRC* ({FZEARLMBELE)%)), the Labour Contract Law of
the PRC* ((FhZE AR HME L EEFIE)), the Social Insurance Law of
the PRC*((##E AR KX MBI €REE)), the Employment Promotion
Law of the PRC* ({F #E A R H MBI 3t Z (2 %)) and other laws and
regulations.

* The English name is for identification purpose only.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B1: Employment (Continued)

The Group entered into separate labour contracts with each of our
employees in accordance with the applicable labour laws of PRC.
The package includes basic wages, over-time work allowances,
bonuses, retirement benefits and other staff benefits such as various
PRC government sponsored employee benefit funds. We have
devised an appraisal system for our employees, and we consider
the appraisal result in conducting our salary reviews and making
promotion decisions. All our staff members undergo a performance
appraisal once a year. The appraisal provides us with an opportunity
to assess each individual staff's strengths and areas for improvement,
thereby enabling us to effectively frain and develop each individual
staff.

We recruit new employees based on specific job requirements, our
resources and needs from time fo fime. We believe our success
depends heavily upon our employees’ provision of consistent, quality
and reliable services. In order to attract, retain and develop the
knowledge, skills and quality of our employees, we place strong
emphasis on the development and training of our employees.
Induction courses, fraining programs and safety courses are
conducted regularly. Apart from the above, we also incenfivise
our employees to gain knowledge in the relevant field of studies.
We believe this will also increase the overall competitiveness of our
workforce and can maintain good relationship with our employees
as we believe that our employees are valuable assets to our Group.

During the Reporting Period, there were no material non-compliance
regarding compensation and dismissal, recruitment and promotion,
working hours, rest periods, equal opportunity, anfi-discrimination,
and other benefits and welfare being brought against the Group or
its employees.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

B. SOCIAL ASPECTS (CONTINUED)
Aspect B1: Employment (Continued)

Below is a detailed breakdown of our employees by gender, age
group, employee category, employment type and location as at 31
December 2023 and 2022:
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B. #HEEMEE
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WTNAR - E-_=FK T -__F+-_/F=+—8B%
MR FEMER - EEER  ERERRMEE S HE
B8R4 ¢

By gender ZAER
Male B
Female g3

Total a#

By age group RERAR
30 or below 30BR M T
31-40 3177 2 405%
41-50 AT E505%
51 or above 51530 £
Total a#

By employee category ZESER
Normal —#%
Middle F
Senior SE

Total it

By locations Bt 2
Hongkong-PRC B E
Mainland-PRC B A i
Total a#

By employment type BREERER
Full-time £
Part-time 3

Total a3t

2023

—E—=

—_— ==

Number of
staff
EIHA

Number of
% of Total staff
Yl BT#A

% of Total
FREEALL

781 57 739 59
595 43 513 41
1,376 100 1,252 100
464 34 414 56
428 31 415 3
344 25 299 24
140 10 124 10
1,376 100 1,252 100
1,295 94 1,139 91
63 5 93 7

18 1 20 2
1,376 100 1,252 100
3 0.2 3 1
1,373 99.8 1,249 99
1,376 100 1,252 100
1,376 100 1,252 100
1,376 100 1,252 100
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B1: Employment (Continued)

Below is a detailed breakdown of our employee furnover rate by
gender, age group and location during the Reporting Period and
the corresponding period:

R -#HSREREHE

B. #HEEME(E
BEB1 : (1% ()

AT ARHE M RAEERREIRER - Faean RibE
SoHEERAEEM :

Turnover rate by gender' FRE (RS
Male B

Female i3

Tumnover rate by age group' LR (RERAR)
30 or below 30 I AT
31-40 31X 2 405%
41-50 A FE505%

51 or above 515300 £
Turnover rate by location' RKRE (R )
Hong Kong B

the PRC H

42% 13%
38% 19%
53% 6%
N% 14%
29% 19%
23% 41%
40% 15%

Nofes:

1. Calculation methodology of turnover rate: employees in the specified
category leaving employment divided by the average of total number
of employees in the specified category of the Group at the beginning
and the end of the Reporting Period.

Aspect B2: Health and Safety

The Group places emphasis on occupational health and work safety
in our production plants. As a responsible chemical manufacturing
company, we have been accredited with the ISO 45001
(Occupational Health and Safety Management Systems Certificate)
in 2021 and it remains valid till August 2024. We are subject to PRC
labour, safety and work-related laws and regulations including the
Law on Production Safety of the PRC* ({FF#E AR KMBE L 2 £ EER)).
Thus, we have implemented various health and safety measures,
such as:

(i) compiling health and safety management manuals;

(i)  establishing standard procedures and guidelines for the
operation of machineries;

(i) establishing contingency plans and measures in case of
emergency and work accidents;

(iv) arranging occupational health exams and posting risk alert
cards for key positions;
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B2: Health and Safety (Continued)

(v) reserving safety fund, which can be used for safety related
activities and employees protection purposes;

(vi) engaging qualified third-party occupational health supervision
companies to examine, monitor and provide advices on
Occupational Health conditions; and

(vii) providing other information, instructions, training and
supervision as necessary.

Our business involves the handling, storage and use of flammable
and explosive materials. Improper handling of these materials may
result in serious health effects or personal injury. Thus, we have
designated warehouses in place for the storage of raw materials or
goods that are classified as hazardous substances. These warehouses
are equipped with safety and fire control systems and equipment in
accordance with relevant PRC laws and regulations. We endeavour
to keep the storage levels of our inventory, including hazardous
substances, remained satisfactory and were within our storage
capacity.

Besides, we have established a production safety committee for
each of our current production sites to oversee the implementation
of the safety measures at our current production sites. We have
also prepared a number of production safety manuals for different
production processes, which are designed to standardise the
operating procedures in respect of work safety.

We maintain different types of insurance policies for all of our
properties, manufacturing facilities, plant and machinery, equipment
and inventories against damage caused by accidents and also
for safety production liability and employer’s liability. To minimise
our product liability risk, we maintain product liability insurance
and have stringent quality control measures in place to avoid or
reduce the incidence of product defects. We are also required
under relevant PRC laws and regulations to pay social insurance and
housing provident fund for our employees. We provide group life,
employer liability, work safety and mandatory social insurances for
our employees in the PRC. We arrange our employees to undertake
annual occupational health check. If there is any employee having
occupational diseases, we will report to relevant authorities in
the PRC and file employment injury insurance claim for employee
concerned.

* The English name is for identification purpose only.

2023 F ¥k =imksik

R -#HERERHE

B. #HEEMEE
BEB2: REREZ2 (M)

(v)] HERZEEES TRARZ2EHEIPNEERE
B

(iv) ZEAERF=TBRERREEARYRERR
BRETRE  BRAMREHREZE X

(Vi) BEEMLER T EYREE (NLE) -

BPNEB L RERE TERERZR - BEEME -
TEREZEVH ARG BEENREZEIAT
BE Bt BAEERBEFOBRARRYENRM
Haay - REPEBRZEZREIEN  ZERERAR
2EEHRRNEE - BARNEREERMENEE
FEESAMBHKRFE - W EERREMANITFEIA -

o BMASERALETHRIRELEERS
DAESE M AT A E T 2RISR - R AT
AEEBRENSAZEAETR SEEIERER
T (TR AR (L -

BMRE2EME  LERE  BELRES REREFE
RETAFLNRENRBEIINER ZBRNANRREE
EEEREXTET ARERMNEREERR - H P
KEERAECTRRIRAFERNOREERERAES
SR A ERRBOBER - RIEBBETBOEELRN - K
MmEREEXNEERRREEQAES - HMAETD
MEBRHERBAS RBIEMT THEZZRAGIMH
aRE - BMLHREETFERERERE - WAE
MEEEARER  RAKATEMBBIEFIRS LD
FHERRDEIGRRRE -

ANNUAL REPORT 97



=imksik 2023 F ¥R

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

B. SOCIAL ASPECTS (CONTINUED)
Aspect B2: Health and Safety (Continued)

We maintain an internal record of our work injuries. In the latest three
reporting years including the current reporting period, there were 4
and 5 injury cases recorded in 2023 and 2022 respectively (2021:Nil).
There were no material non-compliance cases noted in relation
tfo health and safety laws and regulations during the Reporting
Period. The Group has established an internal management team
responsible for monitoring the implementation of the aforementioned
policy.

Below is a detailed breakdown of the Group’s work-related injuries
and fatalities of the past three reporting years (including current
Reporting Period) are listed as below:

R -HEREREHE

B. #HEEME(E
BEB2: REREZ2 (M)

BMEFRABIGERE REL-ZAREFE (BEX
WMEHRE) R Z=FR_TZ_F5 38545
RERZERER(ZEZ—F ) - RBREPHALE
HERALTEEERRMNEENERERSEE -A%5H
BRYASEZEN  BEEE FMBENER -

UTARAEERBE=ZAREFE (BRAREHHE)
BT RIET FEHAA -

Number of Work-Related Fatalities: BITHAH:

- Rate of work-related fatalities - RIT#MM=
Number of Work Injuries: IEAY:

- Lost days due to work injury - RIBEATIERR

121.5 214 =

Safety training and emergency drills

During the Reporting Period, the Group conducted training sessions
such as production safety training, special operation safety training,
and extreme weather response training to improve the safety
awareness of employees. At the same time, we have also carried
out emergency response drills, so that employees could have the
ability to deal with emergencies such as fire etc.

LRI REZRER

BRERAN > AEEHERZ2EERI  BEEXL RIS
Al B R REHEIEFHEY REEILX2E# R
B RATHREZER EETAENEBEAXNER
BEM-

98  ANNUAL REPORT



ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

B. SOCIAL ASPECTS (CONTINUED)
Aspect B2: Health and Safety (Continued)
Regular team building activities

For the physical and mental health of employees, the Group also
organised sports games and team building activities on a regular
basis, so that employees can combine work and rest and enhance
team bonding.

2023 ¥ =imiksik
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B3: Development and Training

The Group recognises the importance of providing fraining for the
development of our employees, therefore we have developed
a Training Management Guidebook*((IZ I B F)) to guide
the implementation of relevant training activities. To ensure the
performance quality of our employees and their health and safety
at work place and fto familiarize our employees with our quality
control systems, we provide on-the-job training to our employees on
work safety. We also encourage our employees in attending external
industry-related trainings established in our employment handbook.

In order to meet the needs of the Group's sustainable development,
to realize employees’ understanding and recognition of corporate
culture, internal rules and regulations, and job responsibilities, and to
ensure that employees’ job knowledge and skills can be improved,
we have arranged a series of fraining for our staff.

Each production base formulates an “Annual Training Plan”
according to their own business development needs every year
and submits it to the human resources department for review. The
human resources department coordinates the training resources of
each production base and prepares a group-level *Annual Training
Plan” which should be approved by president. In addition to our job
fraining, the Group organizes induction fraining for new employees
according to their job categories, including factory-level safety
fraining to provide occupational safety knowledge, occupational
health knowledge, company rules and regulations, etfc.

The Group has set up a series of policies for the attraction and
fraining of science and technology personnel, including the
following aspects of (i) fraining and further study, (i) attraction of
outstanding talents, (iii) talent performance evaluation and reward
system, (iv) organization and implementation of science and
tfechnology achievements transformation and incenfive and reward
system, which help to establish an open platform for innovation and
entrepreneurship. In addition, a post-doctorate workstation is now in
preparation for academic talent training. Over the years, the new
talents we help develop can find better and efficient sustainable
solutions to further our commitment to an eco-friendly process.

The Group upholds an open and responsible attitude, listens to
opinions with an open mind, and improves its work efficiency through
continuous discussion and introspection.
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B. SOCIAL ASPECTS (CONTINUED) B. HEEM@E(E)

Aspect B3: Development and Training (Continued) [EEB3 : &R KRIEI (&)

Below is a detailed breakdown of the employee tfraining data by LWTARSRSHEZENRESENES/EEBE
gender and employee category during the Reporting Period: HEPA -

Percentage of Trained Employee

Overall Bwe

By Gender AR

Male s 52 53
Female z 48 47
Total Foh 100 100
By Employee Category EEEES

Normal —% 92 92
Middle F R 8 7
Senior SE - 1
Total et 100 100

Hours per staff  Hours per staff

BEET BHET

EE 53 - XAl 8
2023 2022
Average Training Hours T H —E=-= —FT-—

Overall ot

By Gender BRI

Male E 3.14 2.41
Female x 3.13 3.22
By Employee Category EEEES

Normal —R& 3.04 2.83
Middle R 5.94 2.17
Senior =R 0.42 0.50
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B4: Labour Standards

The Group strictly complies with relevant labour laws and
regulations in the PRC, including but not limited to those listed in the
“"Employment” section of the Report, and the Law of the PRC on the
Protection of Minors* ({(fr ZE A & H A E KB F AREIE)) and other
laws and regulations. The Group prohibits the use of child labour
and forced labour that violate fundamental human rights and also
poses threat to sustainable social and economic development.
During the recruitment process, the Group would verify the actual
age of the applicants by checking their identity documentations
and other records to avoid hiring any child labour. To prevent
forced labour, we protect the right of our employees to freely
choose employment and ensure that all employment relationships
are voluntary. The Group and its employees may terminate the
employment contract for personal reasons or other reasons, and
need to give an appropriate notice period or payment in lieu of
notice. If any violation is discovered, it will handle it in a serious
manner, depending on the actual situation, it will be handled
in accordance with national and local laws and regulations.
Employment contracts and other records, documenting all relevant
details of the employees (including age) are properly maintained for
verification by relevant statutory body upon request.

During the Reporting Period, we did not identify any issue related to
child labour or forced labour, and any non-compliance to prevent
such matters within the Group.

Aspect B5: Supply Chain Management

The Group works closely with its suppliers who are committed to
high quality, environmental, health and safety standards. The major
types of materials used by us include packaging materials, additives,
pigments, fillers, color powder, metallic powder, resin, rubber and
solvents that were sourced from suppliers based in the PRC.

* The English name is for identification purpose only.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B5: Supply Chain Management (Continued)

To ensure consistency in quality, purchase orders are normally
placed with suppliers which are on our internal list of approved
suppliers. We have multiple sources for most of our raw materials
to reduce possible interruptions to our business operations and
overreliance on any individual supplier. This helps us fo maintain
stability of components and raw materials procurement. We usually
do not enter into any long-term agreements with our suppliers.
We have an extensive network of suppliers on our internal list of
approved suppliers which have a track record of delivering the
materials and components on schedule. In selecting a supplier, we

take info account a number of criteria, including: (i) its frack record
and reputation, (ii) quality of materials or components/parts (as
applicable), and (iii) their qualifications (such as the obtainment

of an Operating License for Dangerous Chemicals). In addition to
reviewing factors such as brand and product quality, suppliers’
environmental and social responsibility performance is one of
our primary considerations in establishing strategic relationships.
In considering building partnership, we will require the potential
supplier to fill and signed a Supplier Social Responsibility Assessment
Form*((ftEm & & F:F %)), and give priority to companies
holding ISO 14001 environmental management system certification.
We are also committed to promoting the procurement and use of
more environmentally-friendly products and materials. In order to
ensure our suppliers’ supply components and/or raw materials to
our Group at competitive prices, we have internal control measures
in place, including separate teams that handle the (i) procurement
of suppliers, and (ii) obtainment of quotations from suppliers,
respectively. Our suppliers provide their quotations to us by email
or facsimile. In addition, we strive to source our raw materials only
from suppliers which we believe are reputable as to ensure quality
standards and maintain our competitive edge. We request that our
suppliers enter into quality assurance agreements with us. We will
regularly check and review the performance of the existing suppliers,
conduct assessment and re-evaluate the qualified suppliers quarterly
to ensure orderly purchasing. For social responsibilities, we also
request that our suppliers enter into letters of Honesty and Integrity
commitment to ensure that suppliers shall strictly abide by relevant
laws and regulations and adhere to the principles of fairness, justice,
openness and honesty. At the same time, we also require suppliers to
comply with the requirements of the BSCI standard and sign Social
Responsibility Commitment Document.

* The English name is for identification purpose only.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B5: Supply Chain Management (Continued)

We usually enfer info supply agreements with our suppliers on an
annual basis, which typically do not have an automatic renewal
clause. Our supply agreements typically provide for the type of
raw materials, equipment and/or components supplied, quantity,
price, method of order and delivery, payment and credit ferms,
quality assurance, penalty for delays and defects of raw materials,
and fermination and renewal of the agreements. In general, our
purchases from raw material suppliers are made on the basis of
individual orders specifying the quantity of raw materials. In some
cases, we will pay a certain percentage of the purchase price to
our suppliers prior fo the delivery of raw materials. Payment terms
granted by our suppliers vary depending on a number of factors
including our relationship with the supplier and the size of an order.
Our major suppliers generally extend us a credit period ranging
between 30 to 90 days from delivery.

Regarding subcontracting, we have subcontracted the manufacture
of amongst others, PU-form sealant, ceramic adhesive, marble
glue, dry hanging stone glue, polyester chemical anchor, poly-
putty, natural stone art paint and ceramic tile back adhesive to
several manufacturers based in the PRC in past years in order fo
maintain flexibility in our resources and production and to better
serve or suit our customers’ needs. When selecting subcontractors,
we will evaluate their performance in using environment-friendly
products and services by using Preliminary Evaluation Form and
Comprehensive Onsite Evaluation Form, and give priority to those
subcontractors with good performance as approved subconfractors.
In the annual subcontractors’ assessment, performance in terms of
using environment-friendly products and services will be included
and reviewed.

We generally placed orders based on our production schedules
and we did not entfer into long-term confracts with any of
our subcontractors. We selected manufacturers fo whom we
subcontract by considering a number of factors, including their
qualifications, experience, technical processes, production
capacity, services quality, machinery and equipment, proximity
fo our production sites, tferms offered by them and their ability to
assure timely delivery, in order to ensure they have the operating
capabilities and resources to meet our internal standards and
technical specifications.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B5: Supply Chain Management (Continued)

While we did not enter info long-term subcontracting agreements,
to ensure consistency of our products we had entered into annual
agreements with our subcontractors pursuant to which we may
place individual orders.

Thus, we believe there are no significant environmental and social
risks for our management decision on supply chain management
during the Reporting Period.

During the Reporting Period, we had over 72 (2022: over 80) suppliers
and subcontractors on our approved list, which all of them are from
the PRC. All suppliers and subcontractors are subject to the above
aforementioned practices regarding suppliers’ and subconfractors’
engagement. The Group has established an internal management
team responsible for monitoring the implementation of the
aforementioned policy.

Aspect Bé: Product Responsibility

The Group invests a significant amount of manpower and material
resources in our environmental protection efforts. Every aerosol,
adhesives, and waterproofing film are also made with non-toxic and
eco-friendly materials. Through the efforts and resources we placed
in creating a sustainable production process, we lead the charge in
a growing coalition of environmental protectors within any industry.

In addition, we believe that our good research and development
strength and excellent track record are important factors affecting
customers’ choice of products. We have obtained the Laboratory
Accreditation Certificates issued by China National Accreditation
Service for Conformity Assessment (CNAS) and have been approved
to be high and new technology enterprises (“HNTE") by fthe
Guangdong Science and Technology Department* (B &R & fl 2%
firB&) , Guangdong provincial finance department* (E &R & 8 B EE)
and the Guangdong Provincial Tax Service, State Administration
of Taxation* (ARHIBEBEREHE/F). We believe that this is the
recognition of the company’s strong fechnological innovation ability
and high-end technology development ability, which proves that
the company’s fechnical level has at least reached the domestic or
international advanced level. We consider such recognifions as one
of the key factors leading to our success.

* The English name is for identification purpose only.

2023 F ¥k =imksik

R -#HERERHE

B. #HEEMEE
EEBS : M EE (M)

BERMLEZITRIDBWHE SRAREMBE &
MERSEERTFERH  BHRMBLEMIIE -

Bt - MR ARMRBERE G HEREENETRR
EXEBERRERESAR -

BEHEAR  RANRAIHERRE LAR72HHER
ERoBE(ZE % #E80%)  r WEHKREFTH - i
BEREBESEMHEAETLLEAREREDEHE
ZENED - AEECEKRZANEEER  AEEE L
MR ENE °

[EEBSs : EMEIE

AEEERGERETARAREANRERER - TE
RBHE - BRA RPKRINERES FIRAM B EMK -
BARMEARUHELERENERANSORER
HAPIFEAERITT R AT T 3R 7O 3ROR B B h BE A R SR AT -

Ubsh - HAAIEE - BPIRFOHABE W R EBOHEER
BEFETFPEREMNBERAER -RMASDEFTES
RAEHRAATEZE S (CNAS)RENEREREE -
THERENBRME EREVBRELRBEZHEKED
EREVERAALEHRMEE((EHRMERE]) -
BAPIARME - B H B R KB BT B ¥ BE 1 AN = i R
FERENINRA - BAXRNRMKFELEIBEAR
BIFRSE KR - HFIRBZERATRRMKINERE
Ez—-

ANNUAL REPORT 105



=imksik 2023 F ¥R

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

B. SOCIAL ASPECTS (CONTINUED)
Aspect Bé: Product Responsibility (Continued)
Quality Control

We strive to provide high quality products to our customers and
place great emphasis on quality control, which is equally important
during our procurement and manufacture processes. Accordingly,
we have adopted a quality control system and we believe that as
a result of our stringent in-house quality control procedures, (i) we
did not receive any material complaints or claims in relation to our
products that would materially and adversely affect our financial
position in recent years, and (ii) the fotal value of products returned
by our customers due to product defects or percentage of our total
revenue of total products sold or shipped subject to recalls for safety
and health reasons is immaterial. In addition, we maintain product
liability insurance for more than 50 products in order to protect the
rights and interests of consumers.

In recognifion of our quality management system, we are certified as
being in compliance with the requirements of ISO 9001: 2015 in 2021
and it remains valid until August 2024. In addition, we are certified
upon compliance with the requirements of ISO 10012: 2003 in 2022
which would be valid until December 2023. Our quality control
system is divided into the following main stages:

Raw materials procurement: All raw materials used in our production

processes are subject to inspection upon receipt at our current
production sites, before being warehoused. We conduct sample
inspections and fests on each batch of our raw materials when they
are delivered to our manufacturing facilities, to ensure that they are
in accordance with our standards. We document all quality control
checks on all raw materials and conduct regular reviews on our
suppliers to assess their own quality controls. We also request that our
suppliers enter into quality assurance agreements with us and raw
materials that fail to meet our standards are returned to our suppliers
for corrective measures or for replacement at the supplier’'s own
cost.
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GOVERNANCE REPORT

B. SOCIAL ASPECTS (CONTINUED)
Aspect Bé: Product Responsibility (Continued)
Quality Control (Continued)

Production process monitoring: Our quality control personnel monitor

our production processes to ensure consistency in the quality
of our products. Work-in-progress products are checked by the
designated quality control personnel before being passed on to
the next stages of production. The quality control personnel at the
next stage of production re-examines the work in-progress products
received, to ensure there are no defects before the products are
further processed. The Group has a Process Control that requires
us to filter out unqualified semi-finished products in every subtle
link, while Operation Guidelines require us to ensure the production
quality in terms of equipment maintenance, material performance
management, technical means, and operating conditions.

Finished products quality control: At the end of the production
process, we inspect our products on a sampling basis to verify that

they meet our quality standards and specifications before delivery to
our customers. In addition, we ensure that our finished products are
properly stored in our warehouses prior fo deliver to our customers.

Ongoing quality improvement: Depending on the extent of any

products quality issues which we may detfect, we may engage
independent third-party experts to perform product quality
inspections. We also expose our products to various environment
conditions to ensure that each type of product maintains an
optimum level of quality for the duration of its expected useful life.

During the Reporting Period, there are no material disputes between
our Group and our customers in respect of the quality of products
produced by us and the Group is not aware of any material non-
compliance against laws and regulations related to products
responsibilities, including but not limited to the Product Quality
Law of the PRC* K ZE AR ZEMEEHE E)5)) and the Law on the
Protection of Rights and Interests of Consumers of the PRC* ({1 & A
HMBEBERRIREE)).

* The English name is for identification purpose only.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect Bé: Product Responsibility (Continued)
Research and Development

The research and development capability is the core competence
of the Group, we attach great importance fto the establishment
of relevant policies and systems to promote its progress. In the
Reporting Period, we have invested more than RMB49 million in
research and development and achieved the following aspects:
(i) a patent was applied for the preparation of a foam cleaning
agent, (i) approved and initiated projects of two new products,
(iii) participated in the drafting of an industry associatfion standard
for a certain test method. Meanwhile, our R&D team has a clear
organization structure, and possess scientific research conditions,
which enables carrying out various forms of industry-university-
research cooperatfion with domestic and overseas research and
development institutions. Based on our continuous efforts, we have
been recognized as innovative small and medium-sized enterprise by
the Guangdong Industry and Information Technology Department*

(EREIEMEEE).
Customers and distributors’ feedback

We have adopted a policy for handling product complaints
received from our customers and/or distributors. If our customers
have feedback or complaints regarding the quality of our products
or services, they may contact our customer service personnel on
our hotline, who will record details of such feedback or complaints,
and the relevant departments, such as production, quality confrol,
operations and procurement, will be noftified of such complaints
and relevant corrective or remedial measures will be implemented
when necessary. To verify the veracity of any complaints over the
quality of our products, we will assess a sample of the product taken
prior to the delivery against the product specifications to evaluate
the product’s quality. If it is determined that the complaint is due
to manufacturing fault, defective products are generally returned
fo us or replaced by non-defective products at our own costs to
our customers and/or distributors. In the event that the product
quality problem is due to defective materials, we will request that
the relevant supplier(s) bear(s) the costs of replacement and/or
rectification.

* The English name is for identification purpose only.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

B. SOCIAL ASPECTS (CONTINUED)
Aspect Bé: Product Responsibility (Continued)
Product Advertising/Labelling

The Group understands our customers’ rights and is committed fo
providing accurate product and service information for customers
in connection with their purchase or consumption decision. In terms
of advertising compliance, the Group has arranged staff training
and provided corresponding guidelines. The Group requires careful
review of advertising material fo protect our customers’ interest. The
Group is committed fo providing sufficient and accurate information
and product label to customers, and considers that it is an extended
responsibility of product safety management. The Group provides
clear and simple instructions, including the danger, precaution
measures and emergency treatment of chemical products and
contact information.

Intellectual Property Protection and Data Protection and Privacy

The Group strictly abides by national and local laws and regulations,
including but not limited to the Patent Law of the PRC ({(fF#E AR
HIBEHZHNEY), the Copyright Law of the PRC* ((d #E A R H M B 2
{ERESEY), the Trademark Law of the PRC* ((F % A R MBI B IEE))
and otfher laws and regulations. The Group holds various patents
and is constantly applying for patents for our new products and new
processes. We have obtained the Intellectual Property Management
System certification*((AMBE#EEEE ZRFFE) ), which remains
valid until May 2025. The Group also arranged several key personnel
to participate in exfternal fraining courses regarding enterprise
intellectual properties whom successfully completed the course.
Meanwhile, a subsidiary of our Group was recognized as a provincial
intellectual property demonstration enterprise by the Guangdong
Intellectual Property Protection Association* (BRI ERERERE).

* The English name is for identification purpose only.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect Bé: Product Responsibility (Continued)

Intellectual Property Protection and Data Protection and Privacy
(Continued)

In order to protect the information of customers and the Group
(including information related to intellectual property rights), we
have formulated guidelines to ensure that office equipment such
as computers are properly kept. All the documents and electronic
materials of the Group, including training materials, are not allowed
to circulate outside without authorization. All business information,
financial information, personnel information, contract documents,
customer information, research and statistical information,
technical documents, marketing plans, management documents,
meeting content, that have not been publicly disclosed are all
considered corporate secrets. Our employees are responsible for
their confidentiality. All rights and interests obtained by employees
who are on duty, such as commercial and technical information,
inventions and research results, belong to the Group, and no one
is allowed to copy, imitate, transfer, extract, or distribute without
written authorization. The Group is committed to protecting
customers’ data and privacy. Unless the customer’s consent is
obtained, the collected customer information will not be used
for promotional purposes. The Group has established an internal
management team responsible for monitoring the implementation of
the aforementioned policy.

During the year ended 31 December 2023, to the best of our
directors’ knowledge, there was no material non-compliance or
violation in intellectual property, advertising, labelling, and privacy.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B7: Anti-Corruption

Anti-corruption is one of the basic principles of the corporate social
responsibility defined internationally. The Group has adopted a zero-
tolerance policy for any form of corruption, including bribery and
extortion, fraud and money laundering, and promise to operate
our business in an honest, ethical and creditable manner. The
policies are revised in due course and all Directors and employees
are reminded with its requirement from time to time. The Group
strictly abides by national and local laws and regulations related to
bribery, extortion, fraud and money laundering, including but not
limited to the Company Law of the PRC* ({FFE AR KME R FE)),
the Anti-Money Laundering Law of the PRC* ({3 A R H F1 5 & %
$7%)), the Anti-Unfair Competition Law of the PRC* ({(Fh % A R A
&R IEE #35%)) and other laws and regulations. To ensure the
workplace operates in a fair and transparent manner, the Group
has formulated the Anfi-corruption and Whistleblowing Handbook to
avoid suspected corruption. If there is any suspected case related
tfo corruption, employees are encouraged to report it fo human
resources department. All these practical actions enhance the
sense of belonging and fair play among our various stakeholders.
During the reporting period, we provided anfi-corruption fraining
for directors and anti-duty crime training for top management
and employees. Looking ahead, we will continue to invest more
resource to our anfi-corruption training and expand the scope of
anticorruption training data disclosure.

During the Reporting Period, to the best knowledge of the directors,
there was no material non-compliance or violations regarding
anti-corruption exercises and no concluded legal case regarding
corruption practices brought against the Group or its employees.

Aspect B8: Community Investment

The public awareness on corporate social responsibility keeps rising
these years. They expect corporations fo operate and take long-term
development of the society info consideration instead of focusing on
short-term financial results and shareholders’ return. Being a social-
responsible corporation, the Group is committed to contributing to
the community.

* The English name is for identification purpose only.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B8: Community Investment (Continued)

In addifion to the tax revenue generated by the economy for the
local community, the Group also creates jobs and talent fransmission
channels for the community through a series of activities such as
talent training and recruitment, thereby creating value for the
community. In May 2023, the Group launched the third Government-
School-Enterprise Cooperation Exchange Meeting, inviting seven
universities to visit and exchange, and promoting the cooperation
between industry, university and research. At the same fime, the
Group has been implementing the “Campus Beauty Program”* (%
E X 55T2))since 2002, aiming to cultivate graduates who have just
emerged from the society to become professionals. In July 2023, the
22nd “"Campus Beauty Program” was held, and atfracted more than
100 fresh graduates to participate in the training programmes.

As a socially responsible company, the Group is committed to
understanding the needs of the communities in which we operate.
The Group strives to develop long-term relationship with our
stakeholders and seek to make contributions to programmes that
have a positive impact on community development. The Group
has all along concerned about the poverty and elderly care issue
in local community as well as the impoverished areas. During the
Reporting Period, the Group donated approximately RMB22,000
(2022: 83,000) to local community and charitable organization.

Participation in Rescue and Support Activities organised by
Community

During 2023, to fulfill our commitment to be a socially responsible
company, the Group responded to the call of the local community*
(E¥%4F L) and organised volunteers from the Group to support
the disaster relief and support activities. The volunteers of Group
participated in staff control at the Lighting Fair based in Zhongshan
in March 2023. Moreover, the volunteers of Group parficipated in

flood relief in Xinxiang, Henan Province, in July 2023.
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B. SOCIAL ASPECTS (CONTINUED)
Participation in Community-based Respect for the Elderly Event

During 2023, the Group responded to the call of the local
community* (EE &L mEERE SEERNTE) and organised
volunteers from the Group to support the Respect for the Elderly
event. The volunteers of Group helped the elderly in the local
community and participated in volunteering to provide dinners for

the elderly.
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Blood Donation Event

In response to the government’'s promotion for blood donation, the
Group encouraged employees fo actively donate blood. During the
reporfing period, the Group participated in a blood donation event
organized by the local community* (& &R & 6 1L B 12 [& 725 18 S8 1 4
%), and earnestly fulfilled its social responsibilities and missions’ aims
to create value for all stakeholders, including civil society and the
planet.

* The English name is for identification purpose only.

8 M 5E B

RERBUTHWEERNES ASE%EE TREEM -
RBEHRR - AEBER2ERT —XABEREHFLTIEEE
AEENMTERERNBMZE  TREBTELSAEME
kiEm  EERMERNE (BRRELE RiR) 4l
EEME -

ANNUAL REPORT 113



=imksik 2023 F ¥R

ENVIRONMENTAL, SOCIAL AND

GOVERNANCE REPORT

REFERENCES TO THE ESG REPORTING GUIDE

Subject areas, aspects, general disclosures and KPIs

THER EE -REBRBAERARER

RIE -HERE

=g

Ry dHERERABREESINER

Chapter/Disclosure
EH /BB

General Disclosure

—REKE

KPI AT.1
BREANERAL

KPI A1.2

BREANERA2

KPI A1.3
BRENERALS

KPI A1.4
BRENERA4

KPI A1.5
BRENERALS

KPI A1.6

BREANERALS

General Disclosure

—REE
KPI A2.1
BREANERA2]
KPI A2.2
BREANERA22
KPI A2.3
BRENERAL3

Information on:

(a)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on the issuer,
relating to air and greenhouse gas emissions, discharges info water and land, and generation of
hazardous and non-hazardous waste.

BHBRLAZREHN MARIBOES FEREZEENNELSH

(o) BXR: R
(o) BITHEFTABEAYENREEIEZRAN
HYE R o

The types of emissions and respective emissions data.

B BRR AR R -

Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas emissions (in tonnes) and, where
appropriate, infensity (e.g. per unit of production volume, per facility).
BEE(8E) kg REE (B8E2) RZRBHNE S R (NER) BE (WASESEM - BERMEE)

Total hazardous waste produced and, where appropriate, intensity.
MEABERENEER (NER)BE -

Total non-hazardous waste produced and, where appropriate, intensity.
FEARZRENEER (WER)FE -

Description of emission target(s) set and steps taken to achieve them.
RAPART LA HERE B R R AER B L B R SRIA S8 -

Description of how hazardous and non-hazardous wastes are handled, and a description of reduction
target(s) set and steps taken to achieve them.
HRREEEREZERNNAZE  REAMTLAREEERAZIELAEHRBNSR o

Policies on the efficient use of resources, including energy, water and other raw materials. Note:
Resources may be used in production, in storage, transportation, in buildings, electronic equipment,
efc.

BERERER (BEER  KREMEMH)HEE -

i ERAAREE WF &8 BF STRES -

Direct and/or indirect energy consumption by type in total and infensity

REHASMERR/IRELREREREE

Water consumption in total and intensity.
BREKERKE o

Description of energy use efficiency target(s) set and steps taken to achieve them.
A PAET VB0 AR IR A A B R R A BIE A B PTERER M P8R
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED)

Subject areas, aspects, general disclosures and KPIs

RIE -#HERE

=imksik

=g

By HERERBEESINER (B

Chapter/Disclosure

THER EE -REBRBARARER

KPI A2.4

BRENERA24

KPI A2.5

BREANERALS

General Disclosure

—RKE

KPI A3.1

BRENERA

General Disclosure

—RIKE
KPI A4.1
BREANERA

General Disclosure

—REKE

KPI B1.1

BREANERBL

KPIB1.2
BREANERB2

Description of whether there is any issue in sourcing water that is fit for purpose, water efficiency
target(s) set and steps taken to achieve them.
HAKBRER KR EABEFNRE  URATVORKREBRRAZELEBARRNSR -

Total packaging material used for finished products and, if applicable, with reference to per unit
produced.
AR @ABREMHNEER (NER) BEESMEE -

Policies on minimizing the issuer's significant impact on the environment and natural resources.

REETAHRERRAERENEAZENHE -

Description of the significant impacts of activities on the environment and natural resources and the
actions taken to manage them.

WREXBRPHRERARERNEAZ ERCRRERERT ENTY -

Policies on identification and mitigation of significant climate-related issues which have impacted,
and those which may impact, the issuer.
BAIREHELRAIFEHETAELEY ENEARGHEBEENEE o

Description of the significant climate-relafed issues which have impacted, and those which may
impact, the issuer, and the actions taken to manage them.
HREERAREHETAELEYENENRGEREE  LREHTE

Information on:

(a)  the policies; and

(b)  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.

BREMLRE RERES TERE R TEEe Zab REBUREGREEREMN

(a) BXR: Rk
(o) BITHEFTABEAYENRWEERSEN
HE R o

Total workforce by gender, employment type (for example, full- or part-time), age group and
geographical region
RUER BREER (W2BIRE)  FRAFRMEESNES LS -

Employee turnover rate by gender, age group and geographical region.

BB FRAPIRMREDNESRALE -

BE/HE

Use of Resources

ARER

Use of Resources

ERGERA

Emissions and Use of
Resources
ERORERER
Emissions, Use of
Resources and The
Environment and
Natural Resources
BB ERERAR
RERARER
Climate Change

TREA

Climate Change

TRE

Employment

Employment

(&

Employment

(&=
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED)

Subject areas, aspects, general disclosures and KPIs

RIE -HERE

=g

B HEREABSESINERL (B

Chapter/Disclosure

THER EE -REBRBARARER

General Disclosure

—REE
KP1 B2.1
BREANERB
KPI B2.2
BRENESB.2
KP1 B2.3
BREANERBLI

General Disclosure

-REE

KPI B3.1

BRENERL

KP1 B3.2

BREANERB2

General Disclosure

—RERE

Information on:

(a)  the policies; and

(b)  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
hazards.

BRRGEZ2TEREIGREERSREBRIEREN -

(o) BE: R
(o) BIYBTABEAYENRBERRAH
HEH -

Number and rate of work-related fatalities occurred in each of the past three years including the
reporting year.

BE=F(BRERFR)SFRTITHMABRLE -

Lost days due to work injury.
BAIGBAIERY -

Description of occupational health and safety measures adopted, and how they are implemented
and monitored.

MLARANBRRRER2HE A RBRRTREE % -

Policies on improving employees’ knowledge and skills for discharging duties at work. Description of
fraining activities

BRRTMEERETTEREMAZ R NBER - g -

The percentage of employees frained by gender and employee category (e.g. senior management,

middle management).
RUERIREEFA(NERERE FREEE) HAINIIEEESL

The average training hours completed per employee by gender and employee category.

RERNRERERED  SREETHEINTORE -

Information on:

(a)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on the issuer,
relating to preventing child and forced labour.

BBMEETFRFISTIH :

(a) HR: k&

(b) BFHBETABEAZENHRBERRROINER -
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED)

Subject areas, aspects, general disclosures and KPIs

ITHER BE -REERBRENER

KP1 B4.1
BRANER

KPI B4.2
BRENERB2

General Disclosure

-REE
KP1 B5.1
BRENERLS
KP1 B5.2
BREANERBS.2
KP1B5.3
BREANERBS.3
KP1 B5.4
BRENERLSA

General Disclosure

—RKE

KP1B6.1
BRENERBS

KP1 B6.2
BREANERBS.2

Description of measures fo review employment practices to avoid child and forced labour.
BARTAEEGNEEABEETIREHET -

Description of steps taken fo eliminate such practices when discovered.

W EZHRRABRE BRERERARRO TR -

Policies on managing environmental and social risks of the supply chain.

ERHEENREREEARIE -

Number of suppliers by geographical region.

iR MEERHHE o

Description of practices relating to engaging suppliers, number of suppliers where the practices are
being implemented, and how they are implemented and monitored.

WL EEEREERNEDN  mERTERENNHEERRE  URBRRTRERNE -

Description of practices used to identify environmental and social risks along the supply chain, and
how they are implemented and monitored.
OB HEERGRREOREREERARNED - UREFBNTRERFE -

Description of practices used to promote environmentally preferable products and services when
selecting suppliers, and how they are implemented and monitored.
HAEREREARRESARRERLRENEN  ARBBARTREERE

Information on:

(a)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on the issuer,
relating to health and safety, advertising, labeling and privacy matters relating to products and
services provided and methods of redress.
FRMREERNRBNRRERZS  ES SERLBEEURBRAEN

() EE R
(b) BFUEAABEAVENABERRED
B -

Percentage of total products sold or shipped subject to recalls for safety and health reasons.
EEXEERERBET AR ERFEMMABRKNBALL

Number of products and service related complaints received and how they are dealt with.

REMRERRREORFHREAREHTE

RIE -#HERE

=g

B HEREABSHESINER (B

Chapter/Disclosure
Bf/BE
Labour Standards
BTk

Labour Standards
S T8

Supply Chain
Management
HEEER

Supply Chain
Management
g R

Supply Chain
Management
HERER

Supply Chain
Management
HERE R

Supply Chain
Management
HERER

Product Responsibility

i
8o
mi
o

Product Responsibility

EmAE

Product Responsibility

EmAfE
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED)

Subject areas, aspects, general disclosures and KPIs

RIE -HERE

=g

B HEREABSESINERL (B

Chapter/Disclosure

THER EE -REBRBARARER

KPI B6.3
BREANERBLI

KP1B6.4
BRENERB4

KPI B6.5

BREANERBSLS

General Disclosure

—RKE
KP1 B7.1
BRENERL
KP1 B7.2
BREANERBT.2
KP1B7.3
BRENERLLS

General Disclosure

—REKE

KPI B8.1

R EXIEEBS8.1

KPI B8.2
BRENERDS2

Description of practices relating fo observing and protecting intellectual property rights.
HitEgERRENEERGBNED -

Description of quality assurance process and recall procedures.
HE2RTEBEREMRDRESR o

Description of consumer data protection and privacy policies, and how they are implemented and
monitored.

M BEENRERILBEE - BRI RERRE -

Information on:

(a)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on the issuer,
relating to bribery, extortion, fraud and money laundering.

BRI  BR  REFEREREN

(a) BXR: R
(o) BITHETABEAYENRBEERAN
HIER o

Number of concluded legal cases regarding corrupt practices brought against the issuer or its
employees during the reporting period and the outcomes of the cases.
RERBAEBETASEEEREVEEENR)THAARMGANEE RFRER -

Description of preventive measures and whistle-blowing procedures, and how they are implemented
and monitored.

R EEERRREF  URBHERTREEN % -

Description of anti-corruption training provided fo directors and staff.
milMEERETIRENRESE

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.
BRUMEL2ERTREEMEHREENRREZRZDEZ BN EMER

Focus areas of contribution (e.g. education, environmental concerns, labour needs, health, culture,
sport).
ZTEREE(PHE  BESH 415K BE b £5) -

Resources contributed (e.g. money or time) to the focus area.
EEXERAHAER (ML BERER) o
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INDEPENDENT AUDITOR’S
REPORT

K| MOORE

Independent Auditor’'s Report to the Shareholders of
SANVO Fine Chemicals Group Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of SANVO
Fine Chemicals Group Limited (the “"Company”) and its subsidiaries
(tfogether, the "Group”) set out on pages 126 to 216, which comprise
the consolidated statement of financial position as at 31 December
2023, and the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including material accounting
policy information.

In our opinion, the consolidated financial statements give a frue and
fair view of the consolidated financial position of the Group as at 31
December 2023, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards (“IFRSs”) issued
by the International Accounting Standards Board (“IASB”) and
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"). Our responsibilities under those
standards are further described in the Auditors responsibilities for the
audit of the consolidated financial statements section of our report.
We are independent of the Group in accordance with the HKICPAs
Code of Ethics for Professional Accountants (the “Code”), and we
have fulfilled our other ethical responsibilities in accordance with
the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

2023 F ¥k =imksik
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INDEPENDENT AUDITOR’S
REPORT (CONTINUED)

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these

matters.
Revenue Recognition

Refer to Notes 4.8, 6 and 7 to the consolidated financial statements.

Key audit matter
BREGTSEE

Revenue of the Group mainly comprises sales of fine industrial
chemical products as hardware and building materials and
automotive maintenance.

BEEENUETIEBRRSRM R AEEECTERZHERA -

The Group enfers info framework agreements with its distributors
and customers every year. According to the terms of the framework
agreements, revenue is recognised when the goods are delivered to
the distributors and customers, which is the point when the confrol
of the goods is considered to have transferred to its distributors and
customers.

EESFREGHBRESTTERGS - RIEER GRS ER - BHY
xﬁ%w%ﬁ&%ﬁ%vammaﬂ%@ﬁa%%@Wﬁﬁ&%ﬁvﬁﬁ
RS -

We have identified the recognition of revenue from sale of goods
under the framework arrangements as a key audit matter because
revenue is one of the key performance indicators of the Group and
because there is an inherent risk of manipulation of the timing of
recognition of revenue by management to meet specific targets or
expectations.

mREERET BEEEXEXRRNEEERz - MAGEEREEATE
HEEERImEHEMRMNRERRENESRR - Eit B AERIEE

R ER R RER SRR EFER -
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BARETER

MRETERERERFOFEHE -
BB HmROR
FAERGAMBRRIEARRKE

RBE AN E
HAEABEMEE - ‘ZE%$IEXEE&1F3§
ETRER - HMD

SHELEERUEBNER

W R

ERE

Z

AU EREWTEL8 67 °

How the matter was addressed in our audit
KN ET NN EEERENSE

Our audit procedures to address the recognition of

revenue from framework arrangements included the

following:

BMFFEERLH RS ZBRBATNRTEF R

inspected framework agreements signed

in the current year, on a sample basis, and
considered whether the framework agreements
contained terms allowing the distributors and

customers to make any sales returns;

m%ﬁﬁim%%mﬁm%ﬁ'l%%ﬁ B i % 2
BEEAFEHBREPETEMFEEREMGR

for sales transactions during the reporting
period, compared, on a sample basis, details
in the sales invoices to the relevant goods
which were signed by the
disfributors and customers,
related revenue had been recognised in the
appropriate financial period on the basis of

delivery notes,
to assess if the

the terms of sales as set out in the framework
agreements;

RBEMANBEERSME  BHEEZHNFA
F%ﬁm%%&%ﬁﬂ%mﬁ%ﬁ%§E$Lﬁ%

%f‘%ﬁﬁﬁ%%k%@ﬂ@ﬁﬂ%%m¢ﬁ
FERV SRR E B e B % B R N RERR
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INDEPENDENT AUDITOR’S BIYZERMEE (8)
REPORT (CONTINUED)

KEY AUDIT MATTERS (CONTINUED) BEETSEE)
Revenue recognition (Continued) KR ER (&)
Key audit matter How the matter was addressed in our audit
BRETSE RAMET MW EERERENSE
o inspected all significant sales returns, if any,

during the reporting period and after the
end of the reporting period to assess whether
sales refurns had been accounted for in the
appropriate financial period;

. R EREPARBERRNABEERNHEERE (QD
) UWFGERECEEHENY RABRNYHEEREE
1T ETIEE

. obtained external confirmations of the

outstanding trade receivable balances as af
the reporting date directly from distributors
and customers, on a sample basis. Where
the distributors and customers did not return
the requested confirmations, inspected the
sales invoices and related goods delivery
notes signed by the distributors and customers
indicating the distributors and customers’
acknowledgement of delivery of the goods
sold for the year ended 31 December 2023;
and

. NHESER KEHEPREFPFEERERBEA
%ﬁ*%ﬂ%?%ﬁ% KBRS BD RS BK o fin A8
HEREPARBEFREINAEL  RIREHK
HEREFPFEZENHERZRAHEED MRk
ZETHRPALCHB L EFERRBE T _=F
TZA=ZT-BHLEFENCEEMEERN K&

. inspected significant manual adjustments, if
any, to revenue during the reporting period,
enquiring of management the reasons for
such adjustments and comparing the details
of the adjustments to relevant underlying
documentation.

. R EEME RAMERE SR ERARFE (1
B) MEREARERZEHBENRE  LHREE
EEE B SR R R -
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INDEPENDENT AUDITOR’S
REPORT (CONTINUED)

INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR’S REPORT
THEREON

The directors of the Company are responsible for the other
information. The other information comprises all the information
included in the annual report, other than the consolidated financial
statements and our auditors report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
mafterially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to
report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and fair
view in accordance with IFRSs issued by the IASB and the disclosure
requirements of the Hong Kong Companies Ordinance, and for
such internal control as the directors of the Company determine is
necessary to enable the preparation of the consolidated financial
statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, the directors
of the Company are responsible for assessing the Group's ability
to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting unless the directors of the Company either intend to
liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

The audit committee of the Company assists the directors of the
Company in discharging their responsibilities for overseeing the
Group's financial reporting process.
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INDEPENDENT AUDITOR’S
REPORT (CONTINUED)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and fo issue an
auditors report that includes our opinion solely to you, as a body, in
accordance with our agreed terms of engagement, and for no other
purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional skepticism
throughout the audit. We also:

. Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

. Obtain an understanding of internal control relevant fo the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group's intfernal control.

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors of the Company.

2023 F ¥k =imksik
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INDEPENDENT AUDITOR’S
REPORT (CONTINUED)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

Conclude on the appropriateness of the directors of the
Company use of the going concern basis of accounting and,
based on the audit evidence obfained, whether a material
uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s ability fo continue as a going
concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor’s report to the
related disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events
or conditions may cause the Group to cease to continue as a
going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying fransactions and events in a manner that
achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the enfities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the audit committee of the Company

regarding, among other matters, the planned scope and fiming
of the audit and significant audit findings, including any significant
deficiencies in internal control that we idenftify during our audit.

We also provide the audit committee of the Company with a
statement that we have complied with relevant ethical requirements
regarding independence and to communicate with them all

relationships and other matters that may reasonably be thought to

bear on our independence, and where applicable, actions taken to

eliminate threats or safeguards applied.
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INDEPENDENT AUDITOR’S BIYZERMEE (8)
REPORT (CONTINUED)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE REMRBT R BERRAENEE (E)
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
From the matters communicated with the audit committee of wE EANREBNZTELEBNTEP KRBT HL

the Company, we determine those matters that were of most EFHEEAPGEAUBEERNETEZAEEZ AmMEXE
significance in the audit of the consolidated financial statements RBENFE BMERBMBREPHABELEE  BIE
of the current period and are therefore the key audit matters. We FEEREBTAT A ARBEEREELEE  AERKERNG
describe these matters in our auditor’s report unless law or regulation MR NMBEAEBEHAERMRSTHEREXEZTHEEKNE
precludes public disclosure about the matter or when, in extremely HERBBELENARIE  RIBMAE N ELRSESP
rare circumstances, we determine that a matter should not be BB EIE -

communicated in our report because the adverse consequences

of doing so would reasonably be expected to outweigh the public

interest benefits of such communication.

Moore CPA Limited REFRESHMBEHRERLA
Certified Public Accountants HESI AN

Li Wing Yin THE

Practising Certificate Number: P05035 WMEBEERE : PO5035

Hong Kong, 28 March 2024 FE —ZE-_MFE=A-+/\H
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

For the year ended 31 December 2023 BE-—FE-_=F+-HA=+—HIFFEF

AEEHEHWER

Notes RMB’000 RMB'000
Fit AREKTFT AREFT
Revenue 63 7 1,076,789 947,850
Cost of sales HERA (764,852) (686,861)
Gross profit E 311,937 260,989
Other income and gains H o A R Yz 7 8,503 6,079
Selling and distribution expenses HEREHEAZ (150,542) (131,810)
Administrative expenses THRAX (143,140) (119,035)
Share-based payment expenses PABR AR BERE 2 (35 FX 30 (5,711) -
(Provision for)/reversal of impairment losses B SN FIERERR (B /BEFE
on frade receivables, net 32(b) (682) 837
Finance costs BEKAR 8 (8,835) (7,993)
Profit before income tax BR AT 884 A& R 9 11,530 9,067
Income tax expense EHAX 11 (5,273) (4,575)
Profit for the year FERadl 6,257 4,492
Profit for the year atfributable to: AT ALEEFERER
Equity holders of the Company AARERFEA 6,214 4,492
Non-controlling inferests R 43 -
6,257 4,492
Other comprehensive income/(loss), net of tax Hitr2EUE (BE)  NKRBEE
ltem that will not be reclassified subsequently to profit or loss: HggessBEEa2EA ¢
Exchange differences arising on translation BINNBLRREEE  ERER 787 5,679
ltem that may be reclassified subsequently to profit or loss: HETregEn s BEBa2EE ¢
Exchange differences arising on translation for overseas BEEEVERES
subsidiaries (2,570) (10,032)
Other comprehensive loss for the year FREMZEHE (1,783) (4,353)
Total comprehensive income for the year attributable to: UTATEEEAZERGEHE !
Equity holders of the Company ARAERFBEA 4,431 139
Non-controlling interests kR 43 =
4,474 139
(restated)
(EE5)
Earnings per share attributable to the owners of AARBEEARESRER (ARES)
the Company (RMB cents)
- Basic —EX 13 1.32 0.96
- Diluted —&78 1.31 0.96
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CONSOLIDATED STATEMENT OF £ 4B B RE
FINANCIAL POSITION

At 31 December 2023 RZFEZ=F+=ZA=+—H

Notes RMB’000 RMB'000
k=3 ARBETFT ANRETFT

ASSETS AND LIABILITIES EERERE
Non-current assets ERBEE
Property, plant and equipment Mm% - BEREE 14 355,439 297,596
Right-of-use assets TRERE 15 142,665 168,525
Prepayments for acquisiion of property, plant and equipment  WEN¥  BRERRE 2 BN HE 17 4,801 8,271
Finance costs RMEMA 23 347 -
Deferred tax assets EEHIREE 25 604 502
503,856 474,894
Current assets RBEE
Inventories FE 18 85,700 88,698
Trade and bills receivables, other receivables and prepayments & 5 k21 fE U FIE - H i e i 7008 K B 14 508 17 90,750 103,921
Pledged bank deposits EERRTER 19 54,850 31,349
Cash and cash equivalents BeRBREEED 19 38,178 90,500
269,478 314,468
Current liabilities hBEE
Trade and bills payables, accruals, contract liabilities BORZBEMNTIE EHER 6HAER
and other payables H At R 20 296,527 312,487
Lease liabilities HEBE 21 1,597 7,369
Bank borrowings RITER 22 110,595 141,372
Other borrowings H At &K 23 12,767 3,583
Tax payables ERHIR 6,128 3,204
427,614 468,015
Net current liabilities RBEEFE (158,13¢) (153,547)
Total assets less current liabilities EELAERRBAR 345,720 321,347
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CONSOLIDATED STATEMENT OF e MBERR R (E)
FINANCIAL POSITION (CONTINUED)

At 31 December 2023 R-CFE-_=F+—-_HA=+—H

Notes RMB'000 RMB'000
MisE ARETT ARBTT

Non-current liabilities FREBEE
Lease liabilities HEAE 21 9,015 10,432
Bank borrowings RITER 22 81,423 81,117
Other borrowings HifEsm 23 15,403 -
Deferred income i1 N 24 5,456 5,494
Deferred tax liabilities EERBEERE 25 2,590 2,656
113,887 99,699
Net assets EERE 231,833 221,648
CAPITAL AND RESERVES BARRE
Share capital A 26 4,184 3,792
Reserves i 27 227,649 217,856
Total equity BLAE 231,833 221,648
The consolidated financial statements of the Group were approved N_E_WNF=AZF+ \BEARAEZEESI LK

and authorised for issue by the Board of Directors of the Company BHEGEVERRNMEBUATATREAEE
on 28 March 2024 and are signed on its behalf by:

Mr. Chen Bingqiang Mr. Ng Cheuk Lun
R IA 58 & REMEE
Director Director
BFE -
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the year ended 31 December 2023

Br—F-—=—F+=-A=+—HIFE

Share option

gEx

mEER

and share Non-
Share Share Capital Translation Other award Retained controlling
capital premium* reserve’ reserve’ reserve’ reserves’ eamings’ Subtotal inferest
BRERRG
B& R EE EARE ERGE Hbf #EHHE REBA Nt FRRER
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTL  ARETT AREFT ARETZ ARKTT ARETT AREFT  AREFZT  ARETZ ARETZ
(Note 26) (Note 27) (Note 27) [Note 27) (Note 27)
(Wi&E26) (M&27) (Mt&k27) (W&27) (W&27)
Balance at 1 January 2022 WZF-Z5-f-Az&
# 3,792 75,932 33,184 761 38,071 = 80,724 232,464 - 232,464
Profit for the year FREF - - - - - - 4,492 4,492 - 4,492
Other comprehensive income: H b2 EE -
Exchange differences arisngon ~ HHEE4LZERES
franslation - - - (4,353) - - - (4,353) - (4,353)
Total comprehensive income FRZENS
for the year - - - (4,353) - - 4,492 139 - 139
Appropriation to safety reserve ERER2EE (27
(Note 27) - - - - 12,165 - (12,165) - - -
Utilisattion of safety reserve BHAZ2EE (FE27)
(Nofe 27) - - - - (2,895 - 2,895 - - -
Appropriation to stafutory surplus BB AT RHBHEE
reserve (Note 27)* (Mizr7)* - - - - - - - - - -
2021 final dividends F_-FRERE
(Note 12) (1) - (10,955) - - - - - (10,955) - (10,955)
Bolance atf 31 December 2022 RZZZZF+Zf
and 1 January 2023 =+-AR-E-=fF
—-A—-Bz&8 3,792 64,977 33,184 (3,592) 47,341 - 75,946 221,648 - 221,648
Profit for the year ERET = - - - - - 6,214 6214 43 6,257
Other comprehensive income: H 2 EEs -
Exchange differences arisingon ~ HHEE4LZERER
franslation - - - (1,783) - - - (1,783) - (1,783)
Total comprehensive income for ~ #R2EKFES
the year - - - (1,783) - - 6,214 4,431 43 4,474
Appropriation to safety reserve SRR 2EE (527
(Note 27) . = . = 13,129 - (13,129) - . -
Issue of shares upon bonusissue  RETAREETRN
(Nofe 26) (Bf&E26) 392 (392) - - . - . 5 . 5
Utilisation of safety reserve BEEESAGEIY)
(Note 27) - - - - (3.477) - 3477 - - =
Appropriation to statutory surplus ~ ERZEEFREEE
reserve (Note 27)* GEYDM - - - - 4,754 - (4,756) - - -
Recognition of equity-settled AR RR AR £ E
to share-based payments BRip AR
in relation share option (M7E30 (a))
(Note30(a)) - - - - - 5,383 - 5,383 - 5,383
Recognition of equity-seftled RROREBRANRELE
to share-based payments IR AR5
in relation share award (H3230 (b))
(Note30(0)) - - - - - 328 - 328 - 328
Balance at 31 December 2023 R-BE-ZF+-A=+—
B2 & 4,184 4,585 33,184 (5,375) 81,749 571 67,752 231,790 43 231,833

These reserve accounts comprise the consolidated reserve of
approximately RMB227,606,000 (2022: RMB217,856,000) in the
consolidated statement of financial position.

Certain subsidiaries of the Group registered in the PRC have
appropriated the statutory surplus reserve which reached 50% of the
respective registered capital already.

! ZEREREEERGAVBRARIIRZGERBHOARE

227,606,000 T(ZF =4 : AR#217,856,0007T) °

* FEERTEEMOE THBARNSREERRERHER =

FE BEMEAH 50%
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CONSOLIDATED STATEMENT OF

CASH FLOWS

mERERER

For the year ended 31 December 2023 BE - FE_—F+_HA=+—HIFEZ
Notes RMB’000 RMB'000
L3 AREFT ARETFT
Cash flows from operating activities RETH HERE
Profit before income tax BR B {5 B0 A& 7 11,530 9,067
Adjustments for: BT R IBHE:

Amortisation of deferred income AN (38) (38)

Bank interest income RITFISHA 7 (1,121) (1,273)

Depreciation of property, plant and equipment NE BERRETE 9 10,736 9,729

Depreciation of right-of-use assets FREEERE 9 3,870 4,416

Loss on disposal of property, plant and equipment HENE BERIBEZER 9 541 38

Provision for/(reversal of) impairment losses on frade receivables & 5 I ZIE R EEERE / (BE) 9 682 (837)

Interest expense FIERE 8 8,835 7,993

Share-based payment expenses in relation to share options HERESANNRONAERONTHAS 30 5,383 -

Share-based payment expenses in relation to share rewards HRMBEEBEANRGBERONRAT

scheme 30 328 =
Operating profit before working capital changes EELCRBA 2 LERA 40,746 29,095
Decrease in inventories BERD 2,998 8,664
Decrease/(increase) in frade and bills receivables, other BOREBRENFIR - HiEYFIER

receivables and prepayments BAFERD,/ (Em) 12,622 (5,730)
(Decrease)/increase in frade and bills payables, accruals, EHREREMNTE B ER  ANAE

contract liabilities and other payables REMERFECRD) /0 (10,960) 33,299
Cash generated from operations BEMERS 45,406 65,328
Income tax paid EREH (2,517) (6,725)
Net cash generated from operating activities RETBHRBRETE 42,889 58,603
Cash flows from investing activities REFBHBRERE
Bank interest received B KRR 2 1,121 1,273
Proceeds from disposal of property, plant and equipment HEME - Jﬁﬁ%& 1%7_?)?1%% 45 8
Payments for acquisition of property, plant and equipment WEEME - BE R E 2 [ (FE()

(Note (i)) (38,045) (38,921)
(Decrease)/increase in pledged bank deposits BEARAERCAD) /M (23,501) 30,267
Prepayments for acquisition of property, plant and equipment W V%& 2 AR - (970)
Payment for finance costs BEKRAHK (480) -
Net cash used in investing activities RETBMARSEE (60,860) (8,343)

130 ANNUAL REPORT



CONSOLIDATED STATEMENT OF

CASH FLOWS (CONTINUED)

mEREREXR(E)

For the year ended 31 December 2023 BE-_FE_—F+_HA=+—HIFFE
Notes RMB’000 RMB'000
i ARETT ARE T
Cash flows from financing activities METH2HERE
Proceeds from bank borrowings RITIE I FTFR 166,626 195,182
Proceeds from other borrowings HifE R G sE 38,300 -
Repayment of bank borrowings BRRTER (197,097) (121,965)
Repayment of other borrowings BEEEMER (13,713) (20,167)
Repayment of advance from a director BE-—REZZEH (5,000) -
Advance from a director —REZZHN - 5,000
Capital element of lease rentals paid m’*ﬁézlkéﬁli’\ (9,013) (7.252)
Interest element of lease rentals paid ERHE2FSHH (707) (1,394)
Interest paid on bank borrowings ERRITE /TUF'J% 8 (9.505) (10,661)
Interest paid on other borrowings B AR S 8 (2.467) (1,122)
Dividends paid BRRE - (10,955)
Net cash generated (used in)/from financing activities RETH (R /FEELTE (32,578) 26,666
Net (decrease)/increase in cash and cash equivalents ReRBESEEBURYD)  BMFE (50,547) 76,926
Cash and cash equivalents at beginning of the year FIRERBLEEN 90,500 17,927
Effect of foreign exchange rate changes Ex#EHs¥E (1,775) (4,353)
Cash and cash equivalents at end of the year FREERBLEEN 19 38,178 90,500
Note: MisE -
Major non-cash transaction: EAEBELEXS:
(i) During the year, additions of property, plant and equipment of REXR KBYE WMEEREH ARKI817,0007T
approximately RMB3,817,000 (2022: RMB1,234,000) were prepaid in (—ZF——4&F: AR¥1,234,00070) ERBAEEETEN -
prior years and the amounts were transferred from prepayments for EEZEERaWEYE  HMELREGZETHE -

acquisition of property, plant and equipment.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

For the year ended 31 December 2023

1. CORPORATE INFORMATION

SANVO Fine Chemicals Group Limited (the “Company”, together
with its subsidiaries, the “"Group”) was incorporated as an exempted
company and registered in the Cayman Islands with limited liability
under the Companies Act of the Cayman Islands on 12 April 2018.
The registered office of the Company is located at PO Box 1350,
Cliffon House, 75 Fort Streef, Grand Cayman KY1-1108, Cayman
Islands. The Company’s headquarters and principal place of business
in the Peoples Republic of China (the “PRC") is located at Dacen
Industrial Park, Huangpu Town, Zhongshan, Guangdong Province,
the PRC and the Company’s principal place of business in Hong
Kong is located at 5/F., 349 Hennessy Road, Wanchai, Hong Kong.
The shares of the Company were listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on 16
January 2020 (the “Listing Date”) (the “Listing”).

The Company is an investment holding company. The principal
activities of the Group are researching, developing, manufacturing
and sales of fine industrial chemical products as hardware and
building materials and automotive maintenance in the PRC.

At 31 December 2023, the directors of the Company consider the
immediate holding company and ultimate holding company to
be Sanvo Fine Chemicals Limited, a company incorporate in the
British Virgin Islands (the “BVI"). Its ultimate conftrolling party is Mr.
Chen Binggiang (“Mr. Ernest Chen”), who is also the chairman and
executive director of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

2. BASIS OF PREPARATION AND PRESENTATION

The consolidated financial statements set out in this report has
been prepared in accordance with all applicable International
Financial Reporting Standards (“IFRSs"), which collective term
includes all applicable individual International Financial Reporting
Standards, International Accounting Standards (“l1AS”) and related
interpretations issued by the International Accounting Standards
Board (“IASB"”). The consolidated financial statements also comply
with the applicable disclosure requirements of the Hong Kong
Companies Ordinance and the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”).

The consolidated financial statements are presented in RMB and all
values are rounded to the nearest thousand (RMB000) except when
otherwise indicated.

It should be nofted that accounting estimates and assumptions
have been used in preparation of the consolidated financial
statements. Although these estimates are based on management’s
best knowledge and judgement of current events and actions,
actual results may ultimately differ from those estimates. The areas
involving a higher degree of judgement or complexity, or areas
where assumpfions and esfimates are significant fo the consolidated
financial statements are set out in Note 5 Significant accounting
judgements and estimate
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

3. ADOPTION OF NEW OR AMENDENTS TO IFRSs

(a) Adoption of new and revised IFRSs effective 1 January 2023

In the current year, the Group has adopted for the first time the
following new or amendments to IFRSs issued by IASB, which are
relevant and mandatorily effective for the Group's consolidated
financial statements for the accounting period beginning on 1
January 2023:

IFRS 17 (including
the October 2020
and February 2022
Amendments to IFRS 17)

Insurance Contracts

Amendments fo IAS 1 Disclosure of Accounting Policies
and IFRS Practice
Statement 2

Amendments to IAS 8 Definition of Accounting Estimates

Amendments to IAS 12 Deferred Tax related to Assets and
Liabilities arising from a Single
Transaction

Amendments to IAS 12 International Tax Reform - Pillar Two
Model Rules

The adoption of the above new or amendments to IFRSs has had no
material impact on the Group's financial performance and position
for the current and prior periods and/or the disclosures set out in
these consolidated financial statements, except for the following:
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

3. ADOPTION OF NEW OR AMENDENTS TO IFRSs
(CONTINUED)

(a) Adoption of new and revised IFRSs effective 1 January 2023
(continued)

Impacts on application of Amendments to IAS 1 and IFRS Practice
Statement 2 Disclosure of Accounting Policies

The Group has applied the amendments for the first time in the
current year. IAS 1 Presentation of Financial Statements is amended
to replace all instances of the term "significant accounting policies"
with "material accounting policy informatfion". Accounting policy
information is material if, when considered together with other
information included in an entity's financial statements, it can
reasonably be expected to influence decisions that the primary users
of general purpose financial statements make on the basis of those
financial statements.

The amendments also clarify that accounting policy information
may be material because of the nature of the related transactions,
other events or conditions, even if the amounts are immaterial.
However, not all accounting policy information relating to material
fransactions, other events or conditions is itself material. If an entity
chooses to disclose immaterial accounting policy information,
such information must not obscure material accounting policy
information.

IFRS Practice Statement 2 Making Materiality Judgements (the
"Practice Statement") is also amended to illustrate how an entity
applies the "four-step materiality process" to accounting policy
disclosures and to judge whether informatfion about an accounting
policy is material to its financial statements. Guidance and examples
are added to the Practice Statement.

The application of the amendments has had no material impact on
the Group’s financial positions and performance but has affected
the disclosure of the Group's accounting policies set out in this Note
3.

In accordance with the guidance set out in the amendments,
accounting policy information that is standardised information, or
information that only duplicates or summarises the requirements of
the IFRSs, is considered immaterial accounting policy information
and is no longer disclosed in the notes to the consolidated financial
statements so as not to obscure the material accounting policy
information disclosed in the notes to the consolidated financial
statements.

2023 F ¥k =imksik

e SRR (&)

Br —E_=Ff+_A=+—HIFEF
3. EMFITRZEFTEBTEHREER (EF)

(o) RAR-ZE-_=F-A - BERNWHITRKBT
B R B 7 R 5 2 A ()

EREREERIEIRRER B HEERNEHHE
B2 (55T F) Bt BERZ R BH &

AEBCDRAAFEBEREAZTER - BB E
AR BBRERO2N  AERGFEREER | BK
[T2EHABRRER] —FANAEED - MEREEBM
BMERMHEMEN —HZEER SRR EHATARE
BHEYEBERMBREANIEEAEREZSTVH
BEREHAPRE  AIZEABREHNBERK -

ZEEFMER MESBRLAEXR  HRBEERXZH
HE - HMEFEBERL SBRREMATEBELR - R
i WIHEMERERRZS - HbEMHRBERA @O
BREMAGHBEKN - HEREERBEIFERNGFTR
REM AHERTHSREEASHBREHN -

B ERRENEHRESERFEREREHE (TE
BHRED TTLAMERT - UFH A B RN [ERMLERE
MOESRIERRESTEREE  UTHEBE ARSI
RNEMHEYBRRECBEAN - EHREC WA
5| B R B o

ERZFETHARENMBRRRRRALBEAZE
WS EARMEIMEARE ST BRRATE

RIEZSETHRNES  RHEFEERN (BREER)
S 2 55 78 o155 4 L S 0 7 9 5O AR B RLIEAR R
FEASHEFER  ATBAGAHBREN T
B REGANBREMEEBNEASHHE
& o

ANNUAL REPORT 135



=imksik 2023 F ¥R

NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M BRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2023 HE—FE-_=Ff—A=1—HIFFE

3. ADOPTION OF NEW OR AMENDENTS TO IFRSs 3. AT RZLETEBRMBREER (F)
(CONTINUED)

(b) Revised IFRSs not yet adopted (b) MRFENKLIEFTERR B SRS ER

The following are new or amendments to IFRSs that have been IWTAEEGEMKERERNERN ERERMHOH

issued, but are not yet effective and have not been early adopted RIS AAE AT B R B S 3R 45 #E A o

by the Group.

Effective for
annual periods beginning

on or after
RUTBEHR 2R
FEREHEEN
Amendments to IFRS 10 and  Sale or Conftribution of Assets between an Investor and To be determined*
IAS 28 its Associate or Joint Venture
BRI EERFE105 RER REFRHABEQFHAGLEEZHNEELERLRA FEEE™
R AERIZE 285 (1BFTAN)
Amendment to IFRS 16 Lease Liability in a Sale and Leaseback 1 January 2024
BRI REERF165: (7] SRERDZEERE —T-WE—-A—H
)
Amendments to IAS 1 Classification of Liabilities as Current or Non-current 1 January 2024
Bl & st A58 (BT A) BESER/TBLIERD —E-WE-A—H
Amendments to IAS 1 Non-current Liabilities with Covenants 1 January 2024
BIRR &5 EAIFE 1R (BT A) MaERENIERBEE —E-_mMFE—-—A—H
Amendments to IAS 7 and Supplier Finance Arrangements 1 January 2024
IFRS 7
Bt ERE7 R RERGE MHERRERH —ET-WE-A—H
HMEERIET7H (BFTA)
Amendments to IAS 21 Lack of Exchangeability 1 January 2025
Bt ERIZE219% (BRI AR)  WMZA#H®M —ET-hFE—A—H
* On 17 December 2015, the IASB issued “Effective Date of Amendments * RZTZ—RF+-A+tR EReEES
to IFRS 10 and IAS 28". This update defers the effective date of the & I BB S RS R F 1058 & B BR & 51 %
amendments in “Sale or Contribution of Assets between an Investor and /E\'J 088 & ETZ’S T HEMBHE] - e T B T
its Associate or Joint Venture” that the IASB issued in September 2014. RedtLREBEEeR T —NENLAEKY [
Early application of these amendments continues to be permitted. BERHEBMA AT AL E T HMEE L&

BANERT A2 EMEH - RERARSFETEE
SRR
The Group has already commenced an assessment of the related NREEHD BB EEAEMN i EAREB BB EFET
impact to the Group of the above new or amendments that are SR A EBNHBETE - REARNRESE
relevant to the Group upon initial adoption. According to the HRPILZHE  EREBRHEITEHAEENTHEMR R R
preliminary assessment made by the directors of the Company, s IR (T EATE -
management does not anticipate any significant impact on the
Group's financial position and results of operations.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFOMATION

The material accounting policy infomation adopted in the
preparation of the consolidated financial statements are summarised
below. These policies have been consistently applied to all the years
presented unless otherwise stated.

4.1 Basis of consolidation and subsidiaries

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries comprising the
Group for the year.

A subsidiary is an investee over which the Company is able to
exercise conftrol. The Company conftrols an investee if all three of the
following elements are present: power over the investee; exposure,
or rights, to variable returns from the investee; and the ability to
use its power to affect those variable returns. Conftrol is reassessed
whenever facts and circumstances indicate that there may be a
change in any of these elements of control.

Intfra-group transactions, balances and unrealised gains on
transactions between group companies are eliminated in preparing
the consolidated financial statements. Where unrealised losses on
infra-group asset sales are reversed on consolidation, the underlying
asset is also tested for impairment from the Group’s perspective.
Amounts reported in the financial statements of subsidiaries have
been adjusted where necessary to ensure consistency with the
accounting policies adopted by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.1 Basis of consolidation and subsidiaries (continued)

Profit or loss and each component of other comprehensive income
are attributed to the owners of the Company and to the non-
controlling interest, even if this results in the non-conftrolling interest
having a deficit balance.

4.2 Property, plant and equipment

Depreciation is provided on the straight-line method, based on the
estimated economic useful life of the individual asset, using the
following rates:

Buildings 2% to 5% per annum, or over the term of
leases if shorter
9% to 25% per annum

10% to 33% per annum equipment

Plant and machinery

Furniture, fixtures and
office

Motor vehicles 18% to 25% per annum

Leasehold improvements  10% to 33% per annum, or over the term

of the leases if shorter

No depreciation is provided for construction in progress untfil
such time as the relevant assets are completed and available for
infended use. Construction in progress are transferred to the relevant
categories of property, plant and equipment upon the completion
of their respective construction.

Depreciation methods, estimated useful lives and residual values are
reviewed at each reporting date and adjusted if appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.3 Financial instruments
Financial assets
(a) Classification

The Group classifies its financial assets at amortised cost only if both
of the following criteria are met:

- The asset is held within a business model whose objective is to
collect the contractual cash flows; and

- The contractual terms give rise to cash flows that are solely
payments of principal and interest.

Management defermines the classification of its financial assetfs at
initial recognition. The Group reclassifies debt investments when and
only when ifs business model for managing those assets changes.

For assets measured at fair value, gains and losses will either be
recorded in profit or loss or other comprehensive income. For
investments in debt instruments, this will depend on the business
model in which the investment is held.

If collection of the amounts is expected in one year or less they
are classified as current assets. If not, they are presented as non-
current assets. The Group's financial assets comprise of trade and
bills receivables, other receivables, pledged bank deposits and cash
and cash equivalents.

(b) Recognition and derecognition

Regular way purchases and sales of financial assefs are recognised
on the trade-date, the date on which the Group commits to
purchase or sell the assetf. Financial assets are derecognised when
the rights to receive cash flows from the financial assets have
expired or have been transferred and the Group has transferred
substantially all the risks and rewards of ownership.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.3 Financial instruments (continued)
Financial assets (continued)
(c) Measurement

At initial recognition, the Group measures a financial asset at its fair
value plus, in the case of a financial asset not at fair value through
profit or loss, fransaction costs that are directly attributable to the
acquisition of the financial asset.

Subsequent measurement of debt instruments depends on the
Group's business model for managing the asset and the cash flow
characteristics of the asset. The Group classified its debt instruments
at financial assets measured at amortised cost.

Assets that are held for collection of contractual cash flows where
those cash flows represent solely payments of principal and interest
are measured at amortised cost. Interest income from these financial
assets is included in other income and gains using the effective
interest rate method. Any gain or loss arising on derecognitfion is
recognised directly in profit or loss and presented in other income
and gains. Impairment losses are recognised directly in profit or loss
and presented separately in the face of the consolidated statement
of comprehensive income.

(d) Impairment of financial assets

The Group recognises a loss allowance for expected credit losses
("ECLs") on financial assets measured at amortised cost (including
cash and cash equivalents, pledged bank deposits and frade,
bills and other receivables). The amount of ECL is updated at
each reporfing date to reflect changes in credit risk since initial
recognition.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit
losses are measured at the present value of all expected cash
shortfalls (i.e. the difference between the cash flows due to the
Group in accordance with the contract and the cash flows that the
Group expects to receive).

The expected cash shortfalls are discounted using the effective
interest rate determined at initial recognition or an approximation
thereof for fixed-rate financial assets, frade and other receivables
where the effect of discounting is material.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.3 Financial instruments (continued)
Financial assets (continued)

(d) Impairment of financial assets (continued)
Measurement of ECLs (continued)

The maximum period considered when estimating ECLs is the
maximum contractual period over which the Group is exposed to
credit risk.

In measuring ECLs, the Group fakes info account reasonable and
supportable information that is available without undue cost or
effort. This includes information about past events, current conditions
and forecasts of future economic conditions.

ECLs are measured on either of the following bases:

- 12-month ECLs: these are losses that are expected to result
from possible default events within the 12 months after the
reporting date; and

- lifetime ECLs: these are losses that are expected to result from
all possible default events over the expected lives of the items
to which the ECL model applies.

For trade receivables, the Group has measured the loss allowance at
an amount equal to lifetime ECLs. ECLs on these financial assets are
estimated using a provision matrix based on the Group's historical
credit loss experience, adjusted for factors that are specific to the
debtors and an assessment of both the current and forecast general
economic conditions at the reporting date.

For bills and other receivables, cash and cash equivalents and
pledged bank deposits, the Group recognises a loss allowance
equal to 12-month ECLs unless there has been a significant increase
in credit risk of the financial instrument since initial recognition, in
which case the loss allowance is measured at an amount equal to
lifetime ECLs.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.3 Financial instruments (continued)
Financial assets (continued)

(d) Impairment of financial assets (continued)
Significant increases in credit risk

In assessing whether the credit risk of a financial asset has increased
significantly since initial recognition, the Group compares the
risk of default occurring on the financial asset assessed at the
end of reporting period with that assessed at the date of initial
recognition. In making this reassessment, the Group considers that a
default event occurs when the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse by the Group to
actions such as realising security (if any is held). The Group considers
both quantitative and qualitative information that is reasonable and
supportable, including historical experience and forward-looking
information that is available without undue cost or effort.

In particular, the following information is taken into account when
assessing whether credit risk has increased significantly since initial
recognition:

- failure to make payments of principal or interest on their
contractually due dates;

- an actual or expected significant deterioration in a financial
instruments external or internal credit rating (if available);

- an actual or expected significant deterioration in the operafing
results of the debtor; and

- existing or forecast changes in the technological, market,
economic or legal environment that have a significant adverse
effect on the debtors ability fo meeft ifs obligation to the
Group.

Depending on the nature of the financial instruments, the
assessment of a significant increase in credit risk is performed on
either an individual basis or a collective basis. When the assessment
is performed on a collective basis, the financial instruments are
grouped based on shared credit risk characteristics, such as past
due status and credit risk ratings.

ECLs are remeasured at each reporting date to reflect changes
in the financial instruments credit risk since initial recognition. Any
change in the ECL amount is recognised as an impairment gain or
loss in profit or loss. The Group recognises an impairment gain or loss
for all financial instruments with a corresponding adjustment to their
carrying amount through a loss allowance account.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.3 Financial instruments (continued)
Financial assets (continued)

(d) Impairment of financial assets (continued)
Definition of default

The Group considers that default has occurred when the instrument
is more than 90 days past due or the Group ceases business with
those debtors unless the Group has reasonable and supportable
information fo demonstrate that a more lagging default criterion is
more appropriate.

Credit-impaired financial assets

At each reporting date, the Group assesses whether a financial asset
is credit-impaired. A financial asset is credit-impaired when one or
more events that have a detrimental impact on the estimated future
cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the
following observable events:

- significant financial difficulties of the debftor;
- a breach of contract, such as a default or past due event;

- it becoming probable that the borrower will entfer into
bankruptcy or other financial reorganisation;

- significant changes in the technological, markef, economic or
legal environment that have an adverse effect on the debftor;
or

- the disappearance of an active market for a security because
of financial difficulties of the issuer.

Write-off policy

The gross carrying amount of a financial asset is written-off (either
parfially or in full) to the extent that there is no realistic prospect of
recovery. This is generally the case when the Group determines that
the debtor does not have assets or sources of income that could
generate sufficient cash flows to repay the amounts subject to the
write-off.

Subsequent recoveries of an asset that was previously written-off are
recognised as a reversal of impairment in profit or loss in the period
in which the recovery occurs.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.3 Financial instruments (continued)
Financial liabilities

The Group’s financial liabilities include trade and bills payables,
accruals and other payables, lease liabilities, bank borrowings and
other borrowings. Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the instrument.
Financial liabilities are initially recognised at fair value, net of
fransactions costs incurred and subsequently measured at amortised
cost using the effective interest method.

Financial liabilities are derecognised when the obligation specified in
the contract is discharged or cancelled, or expired.

4.4 Impairment of non-financial assets

Where an indication of impairment exists (other than inventories),
the recoverable amount of the assef is estimated. An assets
recoverable amount is the higher of the value in use of the asset or
cash-generating unit to which it belongs and its fair value less costs
of disposal, and is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent
of those from other assets or groups of assets, in which case the
recoverable amount is determined for the cash-generating unit fo
which the asset belongs.

An impairment loss is recognised in the consolidated statement
of comprehensive income whenever the carrying amount of an
asset, or the cash-generating unit to which it belongs, exceeds its
recoverable amount. The impairment loss is reversed if there has
been a favourable change in the estimates used to determine the
recoverable amount. A reversal of the impairment loss is limited to
the assets carrying amount that would have been determined had
no impairment loss been recognised in prior years. The reversal of
the impairment loss is credited to the consolidated statement of
comprehensive income in the year in which it arises.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.5 Leased assets

At inception of a contract, the Group assesses whether the contract
is, or contains, a lease. A confract is, or contains, a lease if the
contract conveys the right to control the use of an identified
asset for a period of fime in exchange for consideration. Control is
conveyed where the customer has both the right to direct the use of
the identified asset and to obtain substantially all of the economic
benefits from that use.

(i) Asalessee

Where the conftract contains lease component(s) and non-lease
component(s), the Group has elected not to separate non-lease
components and accounts for each lease component and any
associated non-lease components as a single lease component for
all leases.

At the commencement date of a lease, the Group, as a lessee
recognises a right-of-use asset and a lease liability, except for
short— term leases and leases of low-value assets which are primarily
laptops and office furniture. The lease payments associated with
those leases which are not capitalised are recognised as an expense
on a systematic basis over the lease tferm.

Where the lease is capitalised, the lease liability is initially recognised
at the present value of the lease payments payable over the lease
term that are not paid at the commencement date of the lease,
discounted using the interest rate implicit in the lease or, if that
rate cannot be readily determined, using a relevant incremental
borrowing rate. After initial recognition, the lease liability is measured
at amortised cost and infterest expense is calculated using fthe
effective interest method. Variable lease payments that do not
depend on an index or rate are not included in the measurement
of the lease liability and hence are charged to profit or loss in the
accounting period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.5 Leased assets (continued)
(i) As alessee (continued)

All the commencement date of a lease, the lease payments
included in the measurement of the lease liability comprise the
following payments during the lease term:

- fixed payments (including in-substance fixed payments), less
any lease incentives receivable;

- variable lease payment that are based on an index or a
rate, initially measured using the index or rate as at the
commencement date;

- amounts expected to be payable by the Group under residual
value guarantees;

- the exercise price of a purchase option if the Group is
reasonably certain to exercise that option; and

- payments of penalties for terminating the lease, if the lease
term reflects the Group exercising that option.

The right-of-use asset recognised when a lease is capitalised is
initially measured at cost, which comprises the initial amount of
the lease liability plus any lease payments made at or before the
commencement date, and any initial direct costs incurred. Where
applicable, the cost of the right-of-use assets also includes an
estimate of costs to dismantle and remove the underlying asset
or to restore the underlying asset or the site on which it is located,
discounted to their present value, less any lease incentives received.
The right-of-use asset is subsequently stated at cost less accumulated
depreciation and impairment losses (Note 4.4) and adjusted for any
remeasurement of the lease liability.

The lease liability is remeasured when there is a change in future
lease paymenfts arising from a change in an index or rate, or there
is a change in the Group's estimafte of the amount expected
to be payable under a residual value guarantee, or there is a
change arising from the reassessment of whether the Group
will be reasonably certain to exercise a purchase, extension or
termination option. When the lease liability is remeasured in this
way, a corresponding adjustment is made fto the carrying amount
of the right-of-use asseft, or is recorded in profit or loss if the carrying
amount of the right-of-use asset has been reduced fo zero.

The Group presents right-of-use assets and lease liabilities separately
in the consolidated statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.5 Leased assets (continued)
(i) As alessor

When the Group acts as a lessor, it defermines at lease inception
whether each lease is a finance lease or an operating lease. A
lease is classified as a finance lease if it fransfers substantially all
the risks and rewards incidental to the ownership of an underlying
assetfs to the lessee. If this is not the case, the lease is classified as an
operatfing lease.

When a contract contains lease and non-lease components,
the Group allocates the consideration in the contfract to each
component on a relafive stand-alone selling price basis. The rental
income from operating leases is recognised in accordance with
Note 4.8.

4.6 Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined using weighted average cost basis and includes
all costs of purchase, costs of conversion, and other costs incurred in
bringing the inventories to their present location and condition.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.7 Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances, and
short-term highly liquid investments which are readily convertible
into known amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally within three
months when acquired.

4.8 Revenue recognition

Revenue from sales fine industrial chemical products as hardware
and building materials and automotive maintenance

Timing of recognition: The Group manufactures and sells fine
industrial chemical products as hardware and building materials
and automotive maintenance. Sales are recognised when control of
the products has transferred to customers, being when the products
are delivered fo the customers, the customer has full discretion over
channel and price to sell the products, and there is no unfulfilled
obligation that could affect the customer’s acceptance of the
products. Delivery occurs when the products have been transported
to the specified location, the risks of obsolescence and loss have
been fransferred to the customer, and either the customer has
accepted the products in accordance with the sales confract, the
acceptance provisions have lapsed, or the Group has objective
evidence that all criteria for acceptance have been satisfied. The
Group offers the right to return defective products within one month.
A confract liability is recorded as advances from customers for the
cash received from the customers before the delivery of goods.

Sales discounts are offered to the customers when the customers
meet the predetermined annual sales target. Accumulated
experience is used to estimate and provide for the sales discounts,
using the expected value method. The sales discounts are
recognised and net off against the sales amount when sales are
recognised. The customers can utilise these sales discounts by future
purchases from the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.8 Revenue recognition (continued)

Revenue from sales fine industrial chemical products as hardware
and building materials and automotive maintenance (continued)

Measurement of revenue: Revenue from sales is based on the price
specified in the sales contfracts and is shown net of value-added
tax, sales discounts, sales return and after eliminating sales within
the Group. No element of financing is deemed present as the sales
are made with a credit term up to 30 to 180 days. A receivable is
recognised when the goods are delivered as this is the point in fime
that the consideration is unconditional because only the passage of
time is required before the payment is due.

Accumulated experience is used to estimate the likelihood and
provide for sales discounts and sales return for the goods sold at the
time of sale.

4.9 Government grants

Government grants are recognised at their fair value where there
is reasonable assurance that the grant will be received and all
attaching conditions will be complied with. When the grant relates
to an expense item, it is recognised as income on a systematic basis
over the periods that the costs, which it is infended to compensate,
are expensed.

Where the grant relates to an asset, the fair value is credited to
a deferred income account and is released fo the consolidated
statement of comprehensive income over the expected useful life of
the relevant asset by equal annual instalments.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.10 Income taxes

Income tax represents the sum of current and deferred tax. Income
tax relating to items recognised outside profit or loss is recognised
outside profit or loss, either in other comprehensive income or
directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation authorities,
based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking
into consideration interpretations and practices prevailing in the
countries in which the company operates.

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax
bases of assets and liabilities and their carrying amounts for financial
reporfing purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

- when the deferred tax liability arises from the initial recognition
of goodwill or an asset or liability in a transaction that is not
a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss;
and

- in respect of tfaxable temporary differences associated with
investment in a subsidiary, when the fiming of the reversal
of the temporary differences can be conftrolled and it is
probable that the temporary differences will not reverse in the
foreseeable future.

150 ANNUAL REPORT

e SRR (&)

Br —F_=Ff+_A=+—HIFEF
4. BAESTHEER (HE)

4.10 Fr8%

PIBHEeRENREBEMELEHRE - BAEBGDIMERZIA
BBEBZAEN ARG ZEMEEEa B R EE
HmPHER -

EHHBEEERBE UREHRESHTHEHELEH
TZHME(RBE) RER  REARKEMNERRZ
RITRBRES BB BEERE RN TR
WS HBE -

REEPREERABZRERRAMBRRZEA
BZEMZMEERUEEZER ARABEHREERE -

PIERRABERMEZROSRA/ELCHAEE @ FRIF:

— EERBRBENEAREXEEXRBEE—FRTE

EBAaHZX5hENEERMESL  XARK
SR ENHERBRERIELE R

— HRFEMBRARAZREMNERVERIUEERE

EROIEREZR R AES - 3 BB RN
ZERT KA BEE Al 1B BOR KB [ -



NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.10 Income taxes (continued)

Deferred tax assets are recognised for all deductible temporary
differences, the carry forward of unused tax credits and any unused
tax losses. Deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available against which
deductible temporary differences, the carry forward of unused tax
credits and unused tax losses can be utilised, except:

- when the deferred ftax assef relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a fransaction that is not a business
combination and, at the time of the fransaction, affects neither
the accounting profit nor taxable profit or loss; and

- in respect of deductible temporary differences associated
with investment in a subsidiary, deferred tax assets are only
recognised fo the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences
can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting period and
are recognised to the extent that it has become probable that
sufficient taxable profit will be available to allow all or part of the
deferred tax assetf fo be recovered.

Deferred tax is calculated, without discounting, at the tax rates that
are expected to apply in the period when the asset is realised or the
liability is seftled, based on the tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the reporting
period.

Deferred tax assets and liabilities are offset when they relate to
income taxes levied by the same taxation authority and the Group
intends fo settle its current tax assets and liabilities on a net basis.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.11 Foreign currency translation

Each entity in the Group determines its own functional currency
and items included in the financial statements of each entity are
measured using that functional currency. The consolidated financial
statements are presented in RMB, while the functional currency of
the Company is Hong Kong Dollar (*HKS$"). As the Group mainly
operates in the PRC, RMB is used as the presentation currency of the
consolidated financial statements.

Foreign currency transactions are initially recorded using the
functional currency rates ruling at the date of the transactions.
Monetary assets and liabilities denominated in foreign currencies
are retranslated at the functional currency rates of exchange ruling
at the end of the reporting period. Differences arising on settlement
or franslation of monetary items are recognised in the consolidated
statement of comprehensive income with the exception of
monetary items that are designated as part of the hedge of the
Group's net investment of a foreign operation. Non-monetary items
that are measured in terms of historical cost in a foreign currency
are franslated using the exchange rates at the dates of the initial
fransactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when
the fair value was determined. The gain or loss arising on franslation
of a non-monetary item measured at fair value is tfreated in line with
the recognition of the gain or loss on change in fair value of the
item. The functional currencies of certain subsidiaries are currencies
other than the presentation currency. As at the end of the reporting
period, the assets and liabilities of these entities are translated into
the presentation currency of the Group at the exchange rates ruling
at the end of the reporting period, and their income and expense
items are translated into the presentation currency at the weighted
average exchange ratfes for the year.

The resulting exchange differences are recorded in other
comprehensive income and the cumulative balance is included
in franslation reserve in the consolidated statement of changes in
equity. On disposal of a foreign operation, the deferred cumulative
amount recognised in translation reserve relating to that particular
foreign operation is recognised in the consolidated statement of
comprehensive income. Any goodwill arising on the acquisition of
a foreign operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are treated as
assefs and liabilities of the foreign operation and translated at the
closing rate.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.11 Foreign currency translation (continued)

For the purpose of the consolidated statement of cash flows, the
cash flows of the Company and certain subsidiaries are translated
intfo the presentation currency at the exchange rates ruling at
the dates of the cash flows. Frequently recurring cash flows of the
Company and these subsidiaries which arise throughout the year are
translated into the presentation currency at the weighted average
exchange rates for the year.

4.12 Employee benefits
(i)  Short-term employee benefits

Salaries, annual bonuses, paid annual leave and the cost of non-
monetary benefits are accrued in the year in which the associated
services are rendered by employees.

(ii) Defined contribution retirement plan obligations

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under
the Mandatory Provident Fund Schemes Ordinance for all of its
employees in Hong Kong. Conftributions are made based on a
percentage of the employees’ basic salaries and are charged to the
consolidated statement of comprehensive income as they become
payable in accordance with the rules of the MPF Scheme. The assets
of the MPF Scheme are held separately from those of the Group in
an independently administered fund.

The employees of the subsidiaries within the Group which operate in
the PRC are required to participate in the central pension scheme
operated by the local municipal government. These PRC subsidiaries
are required to conftribute a percentage of their payroll costs to
the cenftral pension scheme as specified by the local municipal
government. The contributions are charged to the consolidated
statement of comprehensive income as they become payable in
accordance with the rules of the central pension scheme.

There were no forfeited contributions utilised by the Group to reduce
existing level of contributions for each of the years.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.13 Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount
when the Group has a legal or constructive obligation arising as
a result of a past event, which will probably result in an outflow of
economic benefits that can be reasonably estimated.

When it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation
is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations, the existence of
which will only be confirmed by the occurrence or non-occurrence
of one or more future events, are also disclosed as contingent
liabilities unless the probability of outflow of economic benefits is
remote.

4.14 Finance costs

Finance costs comprise borrowing costs, which are directly
attributable to the acquisition, construction or production of an asset
which necessarily takes a substantial period of time to get ready for
its infended use or sale are capitalised as part of the cost of that
asset. Other borrowing costs are expensed in the period in which
they are incurred.

The capitalisation of borrowing costs as part of the cost of qualifying
asset commences when expenditure for the asset is being incurred,
borrowing costs are being incurred and activities that are necessary
to prepare the asset for its infended use or sale are in progress.
Capitalisation of borrowing costs is suspended or ceases when
substantially all the activities necessary to prepare the qualifying
asset for its intended use or sale are interrupted or complete.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.15 Related parties

(a) A person, or a close member of that person’s family, is related
to the Group if that person:

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(iii) is a member of key management personnel of the Group
or the parent of the Company;

(b) An entity is related to the Group if any of the following
conditions applies:

(i) the entity and the Group are members of the same
group;

(i)  one entity is an associate or joint venture of the ofher
enfity (or an associate or joint venture of a member of a
group of which the other entity is a member);

(iii)  both entities are joint ventures of the same third party;

(iv) one entity is a joint venture of a third entity and the other
entity is an associate of the third entity;

(v) the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group;

(vi) the entity is confrolled or jointly controlled by a person
identified in (a);

(vii) a person idenfified in (a)(i) has significant influence
over the enfity or is a member of the key management
personnel of the entity (or of a parent of the entity); and

(viii) the entity, or any member of a group of which it is a part,
provides key management personnel services fo the
Group or to the parent of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

4. SUMMARY OF MATERIAL ACCOUNTING POLICY
INFORMATION (CONTINUED)

4.15 Related parties (continued)

Close members of the family of a person are those family members
who may be expected to influence, or be influenced by, that person
in their dealings with the entity and include:

(i) that person’s children and spouse or domestic partner;
(i) children of that person’s spouse or domestic partner; and

(i) dependents of that person or that persons spouse or domestic
partner.

4.16 Segment reporting

The Group identifies operafing segments and prepares segment
information based on the regular infernal financial information
reported to the executive directors of the Company, who are the
chief operating decision makers (“CODM"), for their decisions about
resources allocatfion to the Group's business components and for
their review of the performance of those components. The business
components in the internal financial information reported to the
CODM are determined following the Group’s major operations.

The measurement policies the Group uses for reporting segment
results under IFRS 8 Operatfing Segments are the same as those used
in its financial statements prepared under IFRSs.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

5. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the consolidated financial statements requires
the directors of the Company to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of making the
judgements about carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accountfing estfimates are recognised in
the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

The following items are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the
next financial year.

Estimated impairment of non-financial assets

The Group assesses at each reporting date whether there is
any indication that non-financial assets with definite lives may
be impaired. If any such indication exists, the Group estimates
the recoverable amount of the assets in accordance with the
accountfing policy stated in Note 4.4. In assessing whether there
is any indication that non-financial assets may be impaired, the
Group considers indications from both internal and external sources
of information such as evidence of obsolescence or decline in
economic performance of the assets, changes in market conditions
and economic environment. These assessments are subjective and
require managements judgements and estimations.

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a straight-line
basis over the estimated useful lives of the assets, affer taking info
account their estimated residual values. The Group reviews the
estimated useful lives of the assets regularly. The estimated useful
lives are based on the Group's historical experience with similar
assets and taking info account anticipated technological changes.
The depreciation expenses for future periods are adjusted if there
are significant changes from previous estimates.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

5. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (CONTINUED)

Provision for impairment loss on trade and other receivables

The Group determines the provision for impairment loss on tfrade and
other receivables resulting from the inability of the customers/debtors
to make the required payments. A significant amount of estimate
and judgement is required in assessing the ultimate realisation of
these receivables. The estimated ECL loss rates are estimated based
on the Group’s estimates of the market borrowing rates for each of
the groupings, less risk-free rate, which reflect the credit risk of the
debtors, over the expected life of the debtors and are adjusted
forward-looking information that is available without undue cost or
effort. If the financial conditions of customers/debtors deteriorate,
additional provision for expected credit loss may be required.

Net realisable value of inventories

The Group recognises write-down on inventories based on an
assessment of the net realisable value of the inventories. Write—
down is applied fo the inventories where events or changes in
circumstances indicate that the net realisable value is less than
cost. The determination of net realisable value requires the use of
judgement and estimates. Where the expectation is different from
the original estimates, such difference will impact carrying value of
the inventories and write-down on inventories charged to profit or
loss in the period in which such estimate has been changed.

Provision for income taxes

The Group is subject to income taxes in jurisdictions in which the
Group operates. Significant judgement is required in determining
the tax liabilities to be recognised. There are many transactions and
calculations for which the ultimate tax determinatfion is uncertain.
The Group recognises provisions for tfax based on estimates of the
taxes that are likely fo become due. The Group believes that its
provision for tax is adequate for the year based on its assessment
of many factors including past experience and interpretations of
tax law. Where the final fax outcome is different from the amounts
that were initially recorded, such differences will impact the current
income tax and deferred tax provisions in the period in which such
determination is made.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

6. SEGMENT REPORTING

The Group has three reportable segments which are the Group's
strategic business units, as follows:

Aerosols - Sales of spray paints and automotive care
products, including spray paint, carburetor
cleaner, spray wax, anti-rust spray
lubricant, polyurethane foam, cleaning
spray and spray refrigerant for automobile
air-conditioners

Organic silicone - Sales of product series, which are all
adhesives silicone-based adhesives
Synthetic adhesive - Sales of several product series, which are

all multi-purpose contact adhesives

Information about strategic business units of other operating
segments that are not reportable in accordance with IFRS 8
Operating Segments are consolidated and disclosed in All other
segments.

These strategic business units offer different products, and are
managed separately because they require different technology and
marketing strategies. For each of the strategic business unifs, the
chairman of the Company, who is the CODM of the Group during
the year, reviews internal management reports on a monthly basis.
There was no aggregation of operating segments in arriving at the
reportable segments of the Group.

(a) Segment results

For the purposes of assessing segment performance and allocatfing
resources between segments, the CODM monitors the results
attributable to each reportable segment on the following basis:

Segment profit represents the gross profit earned by each segment
without allocation of central administration expenses (including
emoluments of directors and senior management), selling and
distribution expenses, other income and gains and finance costs. This
is the measure reported to the Group's CODM for the purposes of
resource allocation.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

6. SEGMENT REPORTING (CONTINUED)
(a) Segment results (continued)

The CODM reviews the Group's assets and liabilities as a whole
without allocation to each segment. In his opinion, all strategic
business units consume similar materials and their products are
produced by same machinery and equipment and then they are
sold to same customers. As a result, it is not necessary to monitor
the assets and liabilities under different segments. No segment
information on assetfs and liabilities is presented accordingly.

During the years ended 31 December 2023 and 2022, the Group
generated revenue primarily from the sale of three categories
of products under these segments. The following table sets out
the breakdown of the revenue and segment profit by reportable
segment:
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6. DEWME ()
(a) ZExE(E)

TBRLERREFHNASEBRENEERAE  MALE
BEEMBEIRES —EDHE - EEB"TBZWZ%FﬁﬁﬁBR
EBEURABUM MR EERMBERKSRERREL
ENEETHRER Sﬁ(lﬁtﬂaﬁ%%‘%?ﬂ“*ﬂ‘ﬁ’]éﬁ?
RBE AMEE2INEERBEZDAER

REE =ER-F_FFT-A=t-HLEE"

$%IEKE%%%BT%mfﬁﬁm§$WAOT%
IR 2HH BED 2 KR

DE Al pi ﬂJ 2] ZEE

Organic
silicone Synthetic
Aerosols adhesives adhesive
FEH BHRYBRE EHBHE
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT AREFT
For the year ended 31 December 2023 BE-EZ-ZF+-A=Zt+-HLEE
Revenue from external customers and RENDEP 2 W K] 28D HUss
reportable segment revenue
- Point in time — 2 701,680 181,448 62,103 945,231
Reportable segment profit DELEy] 222,461 43,765 18,507 284,733
For the year ended 31 December 2022 Bz-_Z-_—_F#+-A=1+—H U:EF*
Revenue from external customers and REMNPER 2 Wz R 28/ HK
reportable segment revenue
- Point in time — B2 563,415 190,934 56,359 810,708
Reportable segment profit DES GRS 185,365 37,356 13,848 236,569
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S MR (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2023 BE-_FE-_=F+-A=+—HIFEF
6. SEGMENT REPORTING (CONTINUED) 6. TDEEE (&)
(b) Reconciliations of reportable segment revenue and (b) UERHOBUEERABHRAZEERZHE
consolidated profit before income tax
A reconciliation of segment revenue to consolidated revenue is DU AR A W 2 HER 250 T
presented as follows:
RMB’000 RMB'000
AREETT AREFL
Total reportable segment revenue AERSBUh=BE 945,231 810,708
All other segments revenue (Note) A Eth 5 3 (M) 131,558 137,142
Consolidated revenue e W 1,076,789 947,850
A reconciliation of segment results to consolidated profit before DESFEERBR TS TMAIGZ G R 2 HEEY W T:
income tax is presented as follows:
RMB’000 RMB'000
ARETT ARE T
Total of reportable segments profit 2R BEABE 284,733 236,569
All other segments profit (Note) A Eth 2 3 A (i %) 27,204 24,420
Other income and gains H o U A R Yz 8,503 6,079
Selling and distribution expenses HEREHERZ (150,542) (131,810)
Administrative expenses TERHAX (143,140) (119,035)
Share-based payment expenses VAR D BERE 2 (T X (5.711) =
(Provision for]/reversal of impairment losses 2 SN FE R EERE (B /#E (682) 837
Finance costs REMA (8,835) (7,993)
Consolidated profit before income tax BRET SR AT AR S i A 11,530 9,067
Note: Segment revenue and segment profit from other segments represent the Mz : Hih D2 oMU R DI HEFEHNERERE  BG - K
sales of architectural coatings, oil products, wood paints and others. BRI EAM o

ANNUAL REPORT 161



=imksik 2023 F ¥R

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

6. SEGMENT REPORTING (CONTINUED)
(c) Geographical information

The Company is an investment holding company. As the principal
place of the Group's operation is in the PRC, which is considered as
the Group's country of domicile for the disclosure purpose of IFRS 8.
Substantial of the Group’s non-current assets are located in the PRC
as at 31 December 2023 and 2022. The following table provides an
analysis of the Group’s revenue generated from external customers
by geographical market.
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6. DHFHmE (E)
(c) #HEEHR

ARRREREER AR - ARNAEB Z T ELEME
RTPE RERMEREENESR ZKEZLMS -
PEERASAEEEML R_F_=FR_FT_—
TZRA=1+—"8 XEBEREOFERBDEELAFHE -
TRERATEERERTSE DB EPEL 2 W
B e

RMB’000 RMB'000

AREFT ARETFTT

The PRC F 1,043,664 920,412
Australia BN 31,055 25,315
Others Hfty 2,070 2,123
1,076,789 947,850

(d) Information about major customers

No revenue from a single external customer accounted for 10% or
more of the Group's revenue for the years ended 31 December 2023
and 2022.

7. REVENUE AND OTHER INCOME AND GAINS

Revenue from the Group's principal activities, represents revenue
derived from the sales of fine industrial chemical products as
hardware and building materials and automotive maintenance.
Revenue and other income and gains recognised during the years
ended 31 December 2023 and 2022 are as follows:

(d) FREZEZEFHNESR

HE T -——fR-_"T-_—&F+-A=-+—RHILEE
MEREE —IBEFZWEEARAEERABNIO%K
LA E o

7. WHEARHAMBARKE

AEELTZEB2WREHERALCIER (WRERE
MIRREEERRRSE BE-_T-_=FRh_T -~
FTA=1T - RALFECERZREAREMKA
& I

RMB’000 RMB'000

AREETT ARE T

Revenue (Note (i)) Uz (HEE() 1,076,789 947,850
Other income and gains H it A R Y zs

Bank interest income RITHEBA 1,121 1,273

Net exchange gain EH YimFE 248 37

Rental income iR ON 338 756

Government subsidies (Note (ii) TR B (PR (i) 6,276 3,436

Sundry income LI ON 520 577

8,503 6,079
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

7. REVENUE AND OTHER INCOME AND GAINS
(CONTINUED)

Notes:

(i) Disaggregation of revenue from contracts with customers by major
categories of products is disclosed in Note 6.

All sales contracts are for period of one year or less. The Group has
applied the practical expedient in paragraph 121 of IFRS 15 to its sales
contracts such that the information about revenue that the Group will
be entitled to when it satisfies the remaining performance obligations
under the contracts for sales of products that have an original expected
duration of one year or less is not disclosed.

(ii) The Group received unconditional subsidies of approximately
RMB6,276,000 (2022: RMB3,436,000) from the PRC government during the
year as a recognition of the Group's confribution to the development of
the local economy.

During the year ended 31 December 2022, the Group also received
government grants of approximately RMB103,000 from the Employment
Support Scheme under the Anti-epidemic Fund of the Government
of the Hong Kong Special Administrafive Region which aims to retain
employment and combat COVID-19 epidemic.

There are no unfulfilled conditions or contingencies attaching to the
aforesaid granfs.

8. FINANCE COSTS
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B

(i)

(if)

W2 DA T E At e A R W s (4)

BREIBEMAPED 2 KEEF AR 2 FANHTTORE -

FAEHEANAN —FIURN - AEECHEHEANER
B BRELANFISKFI2DNRCEREE S L NI &
BREARAKEREETERHEEAN (RERMEFRL—
FHIAR) BT HTEOREER - A S 2 BRI E Y o

AEERFERN B BEBUFRGE G HERENARY 6,276,000
T(ZZE % AR¥3,436,0007T) " fERAREE MM
REERELER 2R -

RBEZT-_—F+-_A=+—"BLEE A£ETEEH
FRTHRERMGHENEESET 2 R E] & 8 KK
I BN AR 103,000t - A EIEERERERER
COVID-19%& 15 °

b St 468 B S 8 PR R 2 AR SRR R R

BB A

RMB’000 RMB'000

ARETFT ARETFT

Interest on bank borrowings BITIE A S 9,505 10,661

Interest on other borrowings (Note(i)) (Note(23)) Hib 38 () (FiEE(23)) 2,467 1,122

Interest on lease liabilities HEREFE 707 1,394
Less: interest capitalised into property, plant and equipment " BERME - BE REEEAME 2 F 2 (Fi)

(Note (ii) (3,844) (5.184)

8,835 7,993

Nofte:

(i) Included was finance costs of approximately RMB133,000 related to new
other borrowings obtained during the year ended 31 December 2023.

(ii) During the year, the finance costs have been capitalised at an effective
interest rate of 4.01% (2022: 5.39%) per annum.

FiRE -

(i)

(if)

BAREEEE _E_=F+_A=1+-BILFEESHNNEM
fE XA B H B E AR K AR #133,0007T °

RER BEXABRERFHNE401%(ZF ==
5.39%) AL ©
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2023

9. PROFIT BEFORE INCOME TAX

Profit before income tax is arrived at after charging/(crediting):

Br—F-—=—F+-A=+—HIFEF

9. ERETEGBAIEFR
BRETAS B A& R Ty R 0RR (YA A T & BERZER:

e SRR (&)

RMB’000 RMB'000

AE¥FT AREFT

Auditors remuneration ZE A& 1,305 1,185

Cost of inventories recognised as expenses BRAEAI ZBERA 764,852 686,861

Depreciation of property, plant and equipment (Note 14) WE - BEREERE (FiF14) 10,736 9,729

Depreciation of right-of-use assets (Note 15) FRELERE (MF15) 3,870 4,416
Provision for/(reversal of) impairment losses on frade receivables B 2 BB REEBER &,/ (B @) %58 (i 332(b))

(Note 32(b)) 482 (837)
Loss on disposal of property, plant and equipment HENE  BERERFEIER 541 38
Expenses relating to short-term leases RHEEHERS 654 1,652
Employee benefit expenses (including directors emoluments EERMAZ (BEESEMS (FI10) &

(Note 10) and salaries in research and development expenses) HEAZ R 2EHS) (FE() R(i)

(Noftes (i) and {ii))

- Salaries, allowances and benefits in kind — 5% ZHRENEAN 140,491 114,755
- Discretionary bonus — BB 8,397 9,146
- Retfirement benefit scheme confributions — RIRBHFTEIE K 9,509 8,020
- Share-based payment expenses — URBAER 2 ARES 5711 =
164,108 131,921

Research and development expenses (Note (iii)) B2 B s (B (ii))
Materials consumption — HEEE 26,710 20,606
Employee benefit expenses — EERAAX 21,726 17,679
Others — Hfty 3,195 3,890
51,631 42,175

Noftes: Bt 2T -

(i) Employee benefit expenses are included in cost of sales, selling and

distribution expenses and administrative expenses.

(ii) No forfeited contribution available for offset against existing

contributions to pension costs defined contribution plans and social

security costs during the year (2022: nil).

(iii) Research and development expenses are included in administrative

expenses.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

9.

PROFIT BEFORE INCOME TAX (CONTINUED)

Notes: (continued)

(iv)

Hong Kong employees that have been employed contfinuously for at
least five years are entitled to long service payments in accordance with
the Hong Kong Employment Ordinance under certain circumstances.
These circumstances include where an employee is dismissed for reasons
other than serious misconduct or redundancy, that employee resigns af
the age of 65 or above, or the employment confract is of fixed term and
expires without renewal. The amount of LSP payable is determined with
reference to the employee’s final salary (capped at HK$22,500) and
the years of service, reduced by the amount of any accrued benefits
derived from the Group's contributions to MPF scheme, with an overall
cap of HK$390,000 per employee. Currently, the Group does not have
any separate funding arrangement in place to meet its LSP obligation.

In June 2022, the Government gazetted the Amendment Ordinance,
which will eventually abolish the statutory right of an employer to reduce
its LSP payable to a Hong Kong employee by drawing on its mandatory
contributions to the MPF scheme. The Government has subsequently
announced that the Amendment Ordinance will come into effect from
the Transition Date. Separately, the Government is also expected to
infroduce a subsidy scheme to assist employers after the abolition.

Among other things, once the abolition of the offsefting mechanism
takes effect, an employer can no longer use any of the accrued
benefits derived from its mandatory MPF conftributions (irrespective
of the contributions made before, on or after the Transition Date) fo
reduce the LSP in respect of an employee’s service from the Transition
Date. However, where an employee’s employment commenced before
the Transition Date, the employer can continue to use the above
accrued benefits to reduce the LSP in respect of the employee's service
up to that date; in addition, the LSP in respect of the service before the
Transition Date will be calculated based on the employee’s monthly
salary immediately before the Transition Date and the years of service
up to that date.

The Group has determined that the Amendment Ordinance cause
immaterial impacts to the Group's LSP liability with respect to Hong Kong
employees.
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WERMZA - ®AKZREDNET) LR ERIESR
BEORREE - WM fWiEEEE BB RESE 8l
BEAMEREERA LRAEFBEIARIBEZZABHIEERS
MRPARBEE I REEASNERREORSRE S
HREREEE B HAE R A HF LB EZ AR F S

s
& o
>

AEBECETEIRIESASEERTERENET R
AETEEATE -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

10. EMOLUMENTS OF DIRECTORS, CHIEF EXECUTIVE,
FIVE HIGHEST PAID INDIVIDUALS AND SENIOR
MANAGEMENT

(a) Directors and chief executive’'s emoluments

Pursuant fo the Listing Rules, Section 383(1)(a), (b). (c) and (f) of
the Companies Ordinance and Part 2 of the Companies (Disclosure
of Information about Benefits of Directors) Regulation, details of
emoluments paid by the companies comprising the Group to the
directors of the Company are as follows:

e SRR (&)

Br—F-—=—F+-A=+—HIFEF

10, E5 BSTBRAE HEESHFMAL
REEEBAEME

(a) ESRBSTBRAEME

BIE EHARR - REEGIZE383(1)(a) ~ (b) ~ (c) & (f) &
AR AR (FEEEMRER) ROIF28 AEBEBET
ZRRAARREEX N ZMEFITHT:

Salaries, Retirement
allowances benefit Share-
Directors and benefits  Discretionary scheme based
fees in kind bonus  contributions payment
R 17 BHRER  URHAER
E=ne BENEA BERA AR AL
RMB’000 RMB 000 RMB'000 RMB’000 RMB'000 RMB’000
AREFT AREFT AREFT AREFT AREFT AREFT
Year ended 31 December 2023 B2-Z-=Ft-f=1-H
LEE
Executive directors H1ES
Mr. Ernest Chen (Note (i)) BRimaE S (R () 864 213 72 32 - 1,181
Mr. Chen Bingycao ("Mr. Leo Chen”) BRimELE((RIFBEE])
(Nofe (i) (B3 (i) 504 - - 9 - 513
Mr. Ng Cheuk Lun REmEE 864 - 72 16 1,094 2,046
2,232 213 144 57 1,094 3,740
Independent non-executive directors  BUFFH{TES
Ir. Daniel Lai BHETEM 135 - - - - 135
Mr. Yeung Chun Yue, David BRFEE 135 - - - - 135
Mr. Xu Kai FEE 135 - - - - 135
405 . . 2 . 405
2,637 213 144 57 1,094 4,145
Year ended 31 December 2022 HE-B-__F+-A=t-H
LFE
Executive directors BES
Mr. Emest Chen (Note (i) EEVEACED)) 962 214 137 31 - 1,344
Mr. Leo Chen RImELE 962 174 439 24 - 1,599
Mr. Ng Cheuk Lun REMmEE 962 - 137 15 - 1,114
2,886 388 713 70 - 4,057
Independent non-executive directors ~ BUFEHTES
Ir. Daniel Lai EHETEM 129 - - - - 129
Mr. Yeung Chun Yue, David BRFEE 129 - - - - 129
Mr. Xu Kai AL 129 - - - - 129
387 £ 2 £ 2 387
3,273 388 713 70 - 4,444
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

10. EMOLUMENTS OF DIRECTORS, CHIEF EXECUTIVE,
FIVE HIGHEST PAID INDIVIDUALS AND SENIOR
MANAGEMENT (CONTINUED)

(a) Directors’ and chief executive’'s emoluments (continued)
Note:
(i) Mr. Ernest Chen is also the chief executive of the Company.

(ii) Mr. Leo Chen resigned as an executive director with effect from 21 July
2023.

Salaries, allowances and benefits in kind paid to or for the executive
directors of the Company are generally emoluments paid or payable
in respect of those persons other services in connection with the
management of the affairs of the Company and its subsidiaries.

The independent non-executive directors’ emoluments show above
were for their services as directors of the Company.

There was no arrangement under which a director waived or agreed
to waive any remuneration during the year (2022: Nil).

During the year, no emoluments were paid by the Group to the
directors as inducement o join or upon joining the Group, or as
compensation for loss of office (2022: Nil).

(b) Five highest paid individuals’ emoluments

The emoluments of the five highest paid individuals for the year,
include three (2022: three) directors of the Company, whose
emoluments are reflected in the analysis presented above. Details
of emoluments paid to the remaining two (2022: two) highest paid
individuals of the Group are as follows:

2023 F ¥k =imksik

e SRR (&)

Br—F-—=—F+=-A=+—HIFE

10, E5 BSTBRAE ZEESHFMAL
EEEEBEAEME (&)

(o) EBERBETHRASHE (&)

P -

() MABREENARRAZEDITHAL -

(i) FRRELER-Z-_=FtA-+ - ABRENTES-

ENRENARRRTEEZHE  FUREYENE
ERAZEAIREBRARALEMBRAREH A
ERB MmN BN E -

FHBIFATEE M DR REREARAES
ZRIEME -

FABEEEREXRAERETCHWHSZ2ZE (=
I E) o

FR - AEEREAEETINMSERRSENMALEER
KR MAREE R 2 BB FERBERAE (2T
&) -

(b) ZEBEFMALTHE
FAZLEBZSTFWNALBREARRAZ=2(Z2 -
FIZR)EF(REZMER EX 220 RER) ©
ENFAEERTME(CE__F :WE) &S HM
ALTZBEFBEOT

RMB’000 RMB'000

ABETFT ANEEFT

Salaries, allowances and benefits in kind e EHRENEN 1,410 495
Discretionary bonus [ - 194
Retirement benefit scheme contributions RREFIFT I R 36 19
Share-based payment MR BERE 2R 49 -
1,495 708
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

10. EMOLUMENTS OF DIRECTORS, CHIEF EXECUTIVE,
FIVE HIGHEST PAID INDIVIDUALS AND SENIOR
MANAGEMENT (CONTINUED)

(b) Five highest paid individuals’ emoluments (continued)

The emoluments of the non-director highest paid individuals are
within the following band:

e SRR (&)

Br—F-—=—F+-A=+—HIFEF

10, E5 BSTBRAE HEESHFMAL
FREEEEAEME ()

(b) ZEBEFMATEHE (H)
HEFZESFMALIMENFUTHE

Nil to HK$1,000,000 £ %1,000,0007 70

During the year, no emoluments were paid by the Group to any of
the five highest paid individuals as an inducement to join or upon
joining the Group, or as compensation for loss of office (2022: Nil).

(c) Senior managements emoluments

The number of senior management (excluding the directors of the Company)

whose remuneration fell within the following bands is as follows:

FA - AEBEBMERTHZSAZ R HHA T
SEANMARNEERAMARNEE R 2 2E) - KIEABH
BEE(ZT_F &) -

(c) EEREEAEMSE
MENTFUTHEZESEBERAS (TEEARAES)
2B

Nil to HK$1,000,000 £ 1,000,000/ 7

11. INCOME TAX EXPENSE

11. FEHHEX

RMB'000 RMB'000
AREFT AREFL
Current tax expense EHRERX
- PRC Enterprise Income Tax (“EIT”) —hEMNEREH ((LEMEH]) 5,441 4,643
Deferred tax credit BEHREESR
- The origination and reversal of temporary differences —EERBOERER (168) (68)
Income tax expense FiEERx 5,273 4,575

The Group is subject to income tax on an entity basis on profits
arising in or derived from the jurisdictions in which members of the
Group are domiciled and operated.

Pursuant to the rules and regulations of the Cayman Islands and
the BVI, the Group is not subject to any income tax under these
jurisdictions during the year (2022: Nil).
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

11. INCOME TAX EXPENSE (CONTINUED)

No provision for income tax has been made for the subsidiaries
incorporated in Hong Kong as the subsidiaries did not have any
estimated assessable profits subject to Hong Kong Profits Tax during
the year (2022: Nil).

Under the Enterprise Income Tax Law of the PRC (the "EIT Law")
and the Implementatfion Regulation of the EIT Law, the subsidiaries
operating in the PRC are subject to the tax rate of 25% (2022: 25%)
on the estimated assessable profits during the year except for four
(2022: four) of the subsidiaries operating in the PRC which were
approved to be high and new technology enterprises (*HNTE").
Enterprise approved to be HNTE are entitled to enjoy a reduced
enterprise income tax rate of 15% (2022: 15%) and additional 50%
(2022: 50%) tax reduction (Tax Reduction) based on the eligible
research and development expenses with a validity period of three
years. The HNTE certificate needs to be renewed every three years
so as to enable the respective subsidiaries to enjoy the reduced tax
rate.

Income tax expense can be reconciled to the profit before income
tax as follows:

2023 F ¥k =imksik

e SRR (&)

Br—F-—=—F+=-A=+—HIFE

11. PR < (&)

RER - BREE LML Z M B A 7 I & E 6 AR
BRNSHR 2 G ERVEN - S ERZEHE QR
EHAEHREBEE(ZT_F &) -

BBEPECERSHE((REREBE]D REXMF
BUERBIRA  RERN  RPBREEZHBRBARLMG
A SR8 A IR25% 2 B R M (—F = — 4 : 25%) -
HFAREFELSMERMERX ((SHRWEHE]) <&
mUE(ZE - —F O R EEE B AR R
BN - BAERRHBRMEEZCXERZTAERREE
FTEMEISH(ZE 26 15%) » WIREE AR
M ZHEIN0%(ZT =4 : 50%) 2 BiE R R ([8
HERRZD  BRHA=F SHRMEEZEEAS=F
BE USEHMNBRRATZA AT E -

P15 152 58 S 7T B Bk P A5 250 A1 A R AR 1 Bk

RMB’000 RMB'000
ARETFT ANRETFT
Profit before income tax B BT 158 A1l i 71 11,530 9,067
Tax calculated at the rates applicable to profitin the tax  EFBR B Al ZERERZ IEHEFEZHE
jurisdiction concerned 3,954 3,469
Tax effect of concessionary tax rate BERRZHBRE (3.140) (3,089)
Tax effect of non-deductible expenses AMGHEI 2 RBT 2 2,895 2,122
Tax reduction for research and development expenses MERTZHEBRE (5,184) (6,359)
Tax effect of tax losses not recognized AERREEBIHBEE 7,989 8,432
Utilisation of tax losses previously not recongised PRALAARAZHEEE (1.241) S
Income tax expense FERRAST 5,273 4,575

The Group also has tax losses arising in the PRC of approximately
RMB73,918,000 (2022: RMB79,722,000) that will expire in one to five
years for offsetting against future taxable profits. Deferred tax assets
have not been recognised in respect of these losses as it is not
considered probable that taxable profits will be available against
which these tax losses can be ufilised.

REBMITNPBEEELHARKE73,918000T (ZF ==
F: AR¥79,222,000T) 2 BIEEE - FEHIEERE
AAREEARKERPERN AR —ERFAEMD -
HRRBRRAEEEELERVORNAEHZ ED IR
BE AEBEYARLEEERERETHBEEE -
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M BRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2023 BE-—FE-_=F+-HA=+—HIFFEF

12. DIVIDENDS 12. RE

(a) Dividends payable to the owners of the Company attributable () BRNFELAEEAZETEFERE
to the year

RMB’000 RMB'000
ARETRT ARBTT

No final dividend proposed after the end of the reporting period RBEHAB T ERFRTERLER 2 RAHRE

(2022: Nil) (ZB-—fF &) = =
(b) Dividends payable to the owners of the Company attributable (b) BERFEFEAATNEBTAZL—HMEREERE R
to previous financial year, approved and paid during the year F Rt R 5
RMB’000 RMB'000
AREFT AREFL
No final dividend in respect of the previous financial year, BE—BBER 2 RS IR E A RE TR

was approved and paid during the year (2022: HK3.0 cents (ZZF==%F : gRELBR3.0%)

per ordinary share) - 10,955
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

13. EARNINGS PER SHARE

2023 F ¥k =imksik

e SRR (&)

Br—F-—=—F+=-A=+—HIFE

13. 8RER

RMB’000 RMB'000
AREFT ARETFT
Profit attributable to the owners of the Company ARrIEAAEERF (ARETIT)
(RMB’000) 6,214 4,492
Adjusted weighted average number of ordinary FADAGT & 5 0% 2 7K 28 ) /O 45 3 22 3 38 A% 0 4
shares for the purpose of basic earnings per share  F#H & (AT &)
(in "000) 470,250 470,250
Effect of dilutive potential ordinary shares BEBETRROTE
- share options (in'000) — BRI (BATFED) 570 =
- share awards (in'000) — &5 528 (BAF &) 2,184 =
Weighted average number of ordinary shares for RARETEGRES B A EBARINETFHE
the purpose of diluted earnings per share (in '000) (AF &) 473,004 427,500
Basic earnings per share is calculated by diving the profit attributable ERERBIZALGES ARG EFBRAFEFAE
to the owners of the Company by the adjusted weighted average TE B ARENEFL S EGTE -

number of ordinary shares in issue during the year.

Diluted earnings per share is calculated by adjusting the adjusted
weighted average number of ordinary shares outfstanding fo
assume conversion of all dilutive potential ordinary shares. As at
31 December 2023, the dilutive potential ordinary shares of the
Company are share options and share awards (2022: Nil) (Note 30).
The calculations of share options is determined by the number of
shares that could have been acquired at fair value (determined as
the average annual market share price of the Company’s shares)
based on the monetary value of the subscripfion rights attached to
the outstanding share options. The number of shares calculated as
above is compared with the number of shares that would have been
issued assuming the exercise of the share options and share awards.

BREERANTVEBBRHBETEIN S BREABME
FHEARREBERAEECEHILARGFE -R-_F
T+t A=t B ARANBERBETBRRAE
iR MDER(ZT = —F &) (fI30) - BkE
MEtEDRBRTEBREMMRBENEEEE &
ARAFEGERARARODNFEHFETSREEE)
WiEm D BlB EE - 1R bty NEtE /) 218 75
REBRERRDRBETEMEESETHORNDEE
HEITH®R -
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M BRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2023 BE-—FE-_=F+-HA=+—HIFFEF

14. PROPERTY, PLANT AND EQUIPMENT 14. ¥ BEKRKE

Fumiture,
fixtures
Plant and and office Motor Leasehold Construction

Buildings machinery equipment vehicles  improvements in progress
i £ER
BF BERES HAERE / BENERE ERIE
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000
AEBEFR AREFR AEBEFR ABEFT AEBEFT AEEFR AREFT

Cost A
At 1 January 2022 W-E--%-B-H 35,837 52178 13,802 6,626 1,630 181,061 311,134
Additions RE 454 972 2923 417 77 40,753 45,596
Tronsfer E 5 364 6962 182 - - (7.508) -
Disposal i3 (22) (330) [2) - - - (354)
At 31 December 2022 and RZE-—%+-f=1-HEk

1 January 2023 “5-=%-f-H 56,633 59,782 16,905 7,043 1,707 214,306 356,376
Additions KE 38 4,748 1,248 1,185 - 61,949 69,166
Transfer Bt 359 3,445 387 108 - (4,299) -
Disposal thee - (332) (23) - - (348) (703)
Exchange alignment EiRE - - - - 1 - 1
At 31 December 2023 R-BZZ§+-A=1-H 57,030 67,643 18,515 8,336 1,708 271,608 424,840
Accumulated depreciation iR
At 1 January 2022 R-E--%-B-H 18,638 21,940 4,091 4160 273 - 49,102
Charge for the year ERgi 2391 4,769 1,891 604 74 - 9,729
Elimination on disposal HERYH [4) (45) 2) - - - (81)

At 31 December 2022 and 1 January 2023 W=ZF-—F+-A=1t-HR

“5-=%#-f-H 21,025 26,664 5,980 4764 347 - 58,780
Charge for the year Emxi 2327 6,194 1,557 566 92 - 10,736
Elimination on disposal in E R i - (95) (20) - - - (115)
At 31 December 2023 RZB-=£+-A=1-H 23,352 32,783 1517 5,330 439 - 69,401
Net carrying amount BERE
At 31 December 2023 RZFZZE+ZA=1-A 33,478 34,880 10,998 3,008 1,269 271,608 355,439
At 31 December 2022 RZF-—f+-f=1-H 35,608 33,118 10,925 2219 1,360 214,306 297,596
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

14. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

As at 31 December 2023, the Group's property, plant and equipment
with net carrying amount of approximately RMB29,132,000
(2022:RMB30,803,000) and RMB16,833,000 (2022: RMB2,861,000) were
pledged for bank borrowings and other borrowings, respectively
(Notes 22 and 23).

The Group does nof have the fitle certificates for certain items of
buildings with an aggregate net carrying amount of approximately
RMB9,173,000 as at 31 December 2023 (2022: RMB9,696,000). The
directors of the Company are of the opinion that the Group is
entitled to lawfully and validly occupy and use the above mentioned
properties and therefore the aforesaid matter does not affect the
ownership rights of the Group over these assets and hence did not
have any significant impact on the Group’s consolidated financial
posifion as at 31 December 2023.

2023 F ¥k =imksik

e SRR (&)

Br—F-—=—F+=-A=+—HIFE

14. W% BERZE ()

R-E_=F+_A=+—8 A&EEEEAFEHNAR
#29,132,0007t (=T Z =4 : AR%30,803,0007T) &
AR#16,833,0007T (ZZE - —4 : AR#¥2,861,0007T)
B - BB MEEE D BIBLERIT(E 3R R EAb 5 ZRIER
(Pt 5E22823) ©

AEBEVESEETETHEB Z2ERR  RFHEARC
T F+ AT -BZEEFELABRNA/ARY
9,173,000 (=& = — 4 : ARK#9,696,0007T) ° AR
RAEERRAKEARAENARERRER Lz
W EAEEITHEAREHZEEEZHEE At
HAEER T =Ft+ A=t —Bz&HEaWBHR
AW EAEMERZE -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

15. RIGHT-OF-USE ASSETS

e SRR (&)

Br—F-—=—F+-A=+—HIFEF

15. EHEEE

Properties
and leasehold
lands in the PRC Machinery
RAEZ
MERBELH B
RMB’000 RMB’000 RMB’000
AREFT AREFT ARETT
Cost D%
At 1 January 2022 R-Z-—F—H—H 159,567 23,806 183,373
Additions B 344 - 344
Exchange alignment B K A% 31 - 31
Expiry of lease term THHEER (362) - (362)
At 31 December 2022 and 1 January 2023 WZZE-—F+-A=+—-HRK
—2-=%—-A—H 159,580 23,806 183,386
Additions NE 1,822 - 1,822
Transfer (Note) B () - (23,806) (23,806)
Exchange alignment 0 5 A% 3 = 3
At 31 December 2023 R-ZB-=%£+-A=1+—-H 161,408 - 161,408
Accumulated depreciation I E
At 1 January 2022 i R =| 10,787 - 10,787
Depreciation for the year FAME 4,416 = 4,416
Exchange alignment fE AR 20 - 20
Elimination on expiry of lease term 70 HA 7 B 0 8 (362) - (362)
At 31 December 2022 and 1 January 2023 RZE-_—_F+_A=+—-HR
—E-=%—f—H 14,861 - 14,861
Depreciation for the year ENIE 3,870 - 3,870
Exchange alignment B K A% 12 - 12
At 31 December 2023 R-B-=5+-A=1+-H 18,743 - 18,743
Net carrying amount REFE
At 31 December 2023 RZB-=%£+-A=1+—-H 142,665 - 142,665
At 31 December 2022 RZT-_—#+-A=1+—H 144,719 23,806 168,525
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

15. RIGHT-OF-USE ASSETS (CONTINUED)

As at 31 December 2023 and 2022, the recognised right-of-use assets
relate to the following types of assets:

2023 F ¥k =imksik

e SRR (&)

Br—F-—=—F+=-A=+—HIFE

15. FRAEEE (&)

NZBEZ=FR-_TE-_—_F+-_A=+—H BERE
AEEEALNTEINEESH -

RMB’000 RMB'000

ARETT ARE T

Leasehold lands in the PRC RABEZHE T 135,750 138,040
Properties /S 6,915 6,659
Machinery e - 23,806
Net carrying amount REFE 142,665 168,525

As at 31 December 2023, the Group's right-of-use assetfs with
net carrying amount of approximately RMB80,273,000 (2022:
RMB81,733,000) were pledged for bank borrowings (Note 22).

The leasehold lands in the PRC will be expired on 8 August 2044, 30
June 2052, 24 December 2064, 7 June 2068 and 30 July 2071 (2022:
same), respectively.

Note: During the year ended 31 December 2023, machinery of RMB23,806,000
(2022: Nil) was transferred to property, plant and equipment.

RIZZBZ=F+ZA=+—0 FEERIFEHAR
#80,273,0007T (ZZ Z =% : AR81,733,0007T) 2
£ A EMRITERERER (HE22) -

AEBERFEFEZHSEL MBS IR _ZTHIFN
ANB -ZZRE-_FXA=Z+H —ZXWE+_-A
—t+mE - ZEANFAAEBRZTEE—FEA=+
A(ZZ==4: R BH) 25 -

M BE-Z_=F+-A=+—BIFE ' AR%23,806000
T(ZE-—F B CRBCEHEENE BERRME-
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2023

16.

INVESTMENT IN SUBSIDIARIES - THE COMPANY

As at 31 December 2023 and 2022, the Company has direct and
indirect interests in the following principal subsidiaries, all of which

are companies with limited liability. The particulars of which are set

out as follows:

e SRR (&)

Br —F_=Ff+_A=+—HIFEF

16. RMBRAZRE —FRQH

RZEBE-_=FRF_FT-_—_F+_A=+—H  A27K
THEEMBRAR IEBRAR) EEERE MHEER
w= o BPRFFBENNNT

Particulars of

issued and
fully paid-up
share capital/
Place and date of registered Aftributable equity Principal activities and
Name of subsidiaries incorporation/establishment capital interest of the Group place of operation
BRfT /M
ol NGRS MBS/ B 2 A BRAFE REEE®RE TEXBRERBH
2023 2022
—B-=f —E_—&

Directly held:

EERE:

Olive Woods Investments Limited  The BVI 12 December 2017, US$1 100% 100% Investment holding

EBRAES (E RAER
“2—+tF+-A+=H
Integrity Knights Group Limited The BVI, 25 April 2018 US$100 100% 100% Investment holding
SEEEFRAR RRRTEHS 100 7T REER
“Z-\$¥MAZ-t+hA

Indirectly held:

BERE:

Guangdong Sanvo Chemical The PRC, 9 April 2002 RMB10,300,000 100% 100% Researching, developing, manufacturing
Industry Technology Limited* and sales of chemical products in the
(“*Guangdong Sanvo”) (Note (b)) PRC

BR=M{tIREERAR FE - —TT-FMANR AR #10,300,0007C RPBME  FE HERHELEER
(TER=M]) (5 (o))

Guangdong Fuvo Industrial The PRC, 28 October 2001 RMB1,380,000 100% 100% Researching, developing, manufacturing
Co., Limited* (Note (a)) and sales of chemical products in the

PRC
BREMEXFR AR (M(a)) HE - ZZT-F+A=+/\B AR¥1,380,000T RPERE RE REREECSER
Guangdong Shunde Sanvo The PRC, 20 March 2003 RMB10,380,000 100% 100% Researching, developing, manufacturing

Chemical Industry Technology
Limited*(Note (b))
BRIBE=M{IHRAR (KFb) #8 —TZ=F=F=+H
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S MR (B)

STATEMENTS (CONTINUED)

For the year ended 31 December 2023 BE-_FE_—F+_HA=+—HIFFE
16. INVESTMENT IN SUBSIDIARIES - THE COMPANY 16, RMBATZIRE — XA F (&)
(CONTINUED)
Particulars of
issued and
fully paid-up
share capital/
Place and date of registered Attributable equity Principal activities and
Name of subsidiaries incorporation/establishment capital interest of the Group place of operation
BRIT/ R
WEARER ML, B B R B RAFHE AEBEEGRE TREBREXLE
2023 2022
—B-=f _—Z-—
Zhongshan Minhe The PRC, 24 January 2013 RMB48,830,000 100% 100% Manufacturing and sales of chemical
Chemical Industry Technology products in the PRC
Limited* (Note (a))
FLRAEIRBRAERAA (M (o) BB —2-=F—-A=+HA AK#48830,0007C RPERERHEEER
Guangdong Sanvo The PRC, 2 June 2000 RMB22,864,000 100% 100% Researching, developing, manufacturing
Holdings Co., Limited* (Note (b)) and sales of chemical products in the
PRC
BR=MERAER R A (K (b)) e ZEEEFRAZH AR#22,864,0007T RPERT  F% HERHELSER
Dechem Chemicals (Henan) The PRC, 27 December 2019 RMB13,890,000 100% 100% Researching, developing, manufacturing
Limited* (“Dechem Henan") (2022: and sales of chemical products in the
(Note (a)) RMB7,890,000) PRC
BRI Cim) BRAR HE - ZE-NF AR #13,890,0007T RAERE FE REREELCZER
([@smal) (o) +=A=++H (ZE==F:
AE#7,890,0007T)
American Sanvo Chemical Hong Kong, 25 May 2018 HK$10,000 100% 100% Investment holding and frading of
Technology Holdings Limited chemical products in Hong Kong
FE=MEIMREEERAR B8 - \FEA-TAH 10,000/ 7T REBREREERRMIERE S
Notes: Bt &E -
(a)  These entities are wholly-owned foreign enterprises established in the (o) ZEERBANTEKRINIEEERE -
PRC.
(b)  These entities are limited liability companies established in the PRC. (b) ZEEEARPEKIMERETAF -
* The English names of the companies established in the PRC represent * ARZERTEANINAR T EFTMEETRE  ZE QM
managements translation of the Chinese names of such companies as BXYEZBITHEEBREER X EBEREME -

no English names have been registered.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

e SRR (&)

Br—F-—=—F+-A=+—HIFEF

17. TRADE AND BILLS RECEIVABLES, OTHER RECEIVABLES 17. ESGREBEWFRIE HMERFERTE
AND PREPAYMENTS T RIE
RMB'000 RMB'000
AEBTFT AREFT
Non-current portion ERBHS
Prepayments for acquisition of property, WeiEm % - BB Rkt 2 BT A (B ()
plant and equipment (Note (i)) 4,801 8,271
Current portion REHD
Trade receivables B 5 EWGIE 70,678 50,546
Less: impairment loss B OREER (3,518) (2,836)
67,160 47,710
Bills receivables SEERFE 3,970 6,512
Trade and bills receivables, net BOREERNFEFE 71,130 54,222
Other receivables (Nofe (i) H o IR E (B2 (i) 11,200 28,529
Prepayments (Nofe (iii)) B (B2 (i) 8,420 21,170
90,750 103,921
Notes: M 5

(i) It represents the amount prepaid to vendors for acquisition of property,
plant and equipment which was not yet delivered as at the end of each
reporting date.

(ii) As at 31 December 2023, other receivables were mainly represented by
(a) receivable of government subsidy of approximately RMB3,885,000
(2022: RMB3,885,000); (b) deposits paid to financial institutions related to
other borrowings of approximately RMB1,300,000 (2022: RMB2,704,000);
(c) payments to local authorities on the staffs’ behalf relafion to the
housing allowance and social insurance of approximately RMB724,000
(2022: RMB915,000); and (d) deposits paid for business operations such
as internet sales platform amounted to approximately RMB1,297,000
(2022: 4,878,000). The remaining amount of approximately RMB3,994,000
mainly represented deposits paid for services to support the Group's
ordinary business.

(iii) As at 31 December 2023, prepayments were mainly represented by the
amounts prepaid to suppliers for purchase of raw materials and was
amounted to approximately RMB5,185,000 (2022: RMB7,995,000). The
remaining amount of approximately RMB3,235,000 mainly represented
deposits and advances payments for consumable goods and
equipment to support the Group ordinary business.
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(ii)

(i)

HENEREAEREREBRZINDE  BERRFEAE
HENZE®E -

RZE-_=ZF+-_A=+—H HEWURBEEEE(q)
JE U B AT 7 BE 49 A R #53,885,000 (B - —F: AR
3,885,0007T) : (b)ptEAMERAEHEELNOHREOAR
#1,300,0007t (ZZE = =4 : AR#¥2,704,0007T) : (c)KE
Toh(E 5 R Rt &R K A 77 R 2 4 4 A R #724,000
T(ZEZ—F: ARM915,0007T) : R(d)HEMHLE (M
EHBEEETE) IMNESHBARE,297,000T (ZF
ZZF  AR%4,878,0007T)  BRFEL A R#3,994,0007T F
ZERIFAEEBEEBORB L AHE -

RIB-=F+"A=+—HB BAENFKEBEIZERBERY
BAHEEEANNSE  2ENH/ARYES185000T (=F
ZZF  AR¥7,995,0007T) © #4%E 4 A R¥#3,235,0007T +
REARIBAEEREEBERRERFENZS KRN
A -



2023 F ¥k =imksik

NOTES TO THE CONSOLIDATED FINANCIAL %4 B S MR (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2023 BE-_FE-_=F+-A=+—HIFEF

17. TRADE AND BILLS RECEIVABLES, OTHER RECEIVABLES 17. EZREBRURE HBKRRERAE

AND PREPAYMENTS (CONTINUED) T RE ()
All of the trade and bills receivables and current portion of MEE S KEE EIWGIE A & ITE R B & E b & R
prepayments and other receivables are expected to be recovered ERBEHIBHAEN —FRKESBRAERS
or recognised as expense within one year.
The credit period for trade receivables is normally 180 days (2022: RAFE BHENZBBZEEH—RAEZZH R
same) from the date of billing for the year. The ageing analysis of 180B (ZZE=—_—F : HRB&) - TRFINEELEH
trade and bills receivables based on due date and net of allowance ERFBERIKBRBAEEERERECEIRNEERREK
for impairment loss, is as follows: SRIBRER DT

RMB'000 RMB'000
ARK TR ARETT

Not yet past due el 61,634 52,870
Within 1 month past due BEH—EAR 9,496 310
Over 1 month but within 3 months past due aEBEA—EABRIR=A - 47
Over 3 months but within 1 year past due BHBB=EAEIRN—F - 299
Over 1 year past due BEABR—F - 696

71,130 54,222

Details of impairment assessment of trade receivables for the year FARE FRERWZIBEBET ZRESL G ZFBEH M=

are set out in Note 32(b). 32(b) °
18. INVENTORIES 18. 7€
RMB’000 RMB’000
ABEBTFT AREFIT
Raw materials R# 32,581 38,067
Work in progress T8 m 8,472 8,979
Finished goods 2K 44,647 41,652

85,700 88,698
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

19. PLEDGED BANK DEPOSITS AND CASH AND CASH
EQUIVALENTS

Cash and cash equivalents represents cash at banks and cash on
hand.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. The bank balances are deposited with creditworthy
banks with no recent history of default.

As at 31 December 2023, the Group's cash and cash equivalents
amounting fo approximately RMB37,214,000 (2022: RMB87,975,000)
were denominated in RMB and were kept in the PRC. RMB is not
freely convertible into other currencies and the remittance of funds
out of the PRC is subject to exchange restrictions imposed by the
PRC Government.

As at 31 December 2023, the Group's bank deposits of
approximately RMB52,550,000 (2022: RMB29,049,000) were pledged
for the issue of bills payables for the Group's purchases of raw
materials (Note 20).

The pledged bank deposits and bank balances carry interests at
market rates ranging as follows per annum:

e SRR (&)

Br —F_=Ff+_A=+—HIFEF
19. EEHBITERURRERBEZEEY
ReRReEEWRBRITERLFTEES -

RITASBVRBESARTERNEHE ZF B A BRI
ME - RITEBRTFREER F T HER O ZRTT -

RIZ-=F+-_A=+—H AEEAARBHE
AR/ AREI7,214,000 (ZEZ_F: ARK
87.975.0007L) 2B E KR ZEBYWHEMRNHE - A
REEZEAAAEMCEYR MAEPEEHESART
B BT B e 2 SMEE B FTAR IR o

R-ZZE-_=F+-_A=+—"H AEBHARE
52,550,0007T (=& — —4F : AR#29,049,0007T) 2 i
TERERAEEEE R 2 B R ERE (M
F£20) o

DHRBRITERRBITESIETEMNRGTE - ERXR0
T :

BEARTER
RITER

Pledged bank deposits
Bank balances

1.35% 1.35%
0.00% toZ 0.00% toz
0.30% 0.30%
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

20. TRADE AND BILLS PAYABLES, ACCRUALS, CONTRACT
LIABILITIES AND OTHER PAYABLES

mEMBEHmRHE (B)

Br—F-—=—F+=-A=+—HIFE

20 ESRFEBEENNE EFER 6408
BEREMENRE

RMB'000 RMB'000

AEETFT AREFT

Trade payables (Nofe (i) B 5 AT iz () 137,665 118,944
Bills payables (Note (i) SR IERTFIE (B (i) 69,318 63,539
Accrued expenses EAFX 2,457 1,577
Accrued employee benefit expenses EitEERAAX 25,825 22,688
Deferred income - current portion (Note 24) BB — B (FizF24) 38 38
Contract liabilties (Note (i) Atha fE (W (i) 9,604 43,459
Other payables (Note (iv)) Hfth & 15 5038 (R (iv)) 39,575 53,927
Provision of sales discounts (Note (v)) RS (FEE(v) 12,045 8,315
296,527 312,487

Noftes:

(i) The credit period granted from suppliers of the Group is ranging from
30 to 90 days (2022: 30 to 90 days) for the year. The ageing analysis of
tfrade payables based on invoice date is as follows:

W

(i) FAAEEHERMARE ZEEHNFI0E0R (ZF -
F:30%E90H) - REZERHZBEFENFBRESTUT:

RMB’000 RMB’'000

AR® T ARETFT

Within 1 month —@AA 125,467 109,874
Over 1 month but less than 3 months Be—@EABRLR=A 8,175 3,998
Over 3 months but less than 1 year A= 1E A B DR 1,732 1,818
Over 1 year HBiA—F 2,291 3,254
137,665 118,944

(ii) At 31 December 2023, bills payables of approximately RMB49,318,000
(2022: RMB63,539,000) were secured by pledged bank deposits (Note
19).

(ii) RZZEZ=F+ZA=+—H  HHAR%69,318,0007T 2 &
BREMKE(CZ -4 ARM63,539,0007T) f £ #H 17 R
TEFERER (ME19) -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

20. TRADE AND BILLS PAYABLES, ACCRUALS, CONTRACT

LIABILITIES AND OTHER PAYABLES (CONTINUED)

Notes: (continued)

(i)

Confract liabilities represent billings in advance of performance relating
to the sales of fine industrial chemical products.

When the Group receives a deposit before the products are delivered
to the customers, this will give rise to contract liabilities at the start of a
contract, until revenue recognised exceeds the amount of the deposit.
Except for major customers such as regional distributors, the Group
typically receives full deposits on acceptance of orders from all other
customers, including new customers. The amount of the deposit, if any,
is negotiated on a case by case basis.

The following table shows the opening and closing balances of contract
liabilities for each reporting period and how much of the revenue
recognised during each reporting period relates to carried-forward
contract liabilities:

e SRR (&)

HE =

20.

FoSEf A=t ALER

%%R%—ﬁ%@ﬁﬁlﬁ EEER -a8H8
BREtENRE (&)

t (%)

EHAEERIFEERBCTERN BN TR W FE -

EAKERERINTEPARRZESHR  LEHEREH
RIERELGNAE BEECHEIAREBERSEE  -RE
Ho#BmETREP 2 ARB-—RUEZMEEP ZF]
BFRMEHRES Re2R (WA) DRERELLEEH RS
o

TRIIFNE
HEHE R

BHBBEZHVRBMRERARRNER
R AREE

d:
[=]
ﬁiﬁiL)\ EOR=I

RMB’000 RMB'000

AREFT AREFT

At the beginning of the year REA]) 43,459 11,682

At the end of the year RER 9,604 43,459
Revenue recognised that was included in the contract liability FAENENEELEH DR NS

balance at the beginning of the year 43,459 10,573

(iv)

As at 31 December 2023, contract liabilities have decreased by
approximately RMB33,856,000 (2022: increased by RMB31,778,000) which
was due to the decrease in customers’ deposits.

As at 31 December 2023, balance of other payables was mainly
represented by (a) approximately RMB9,868,000 payables for
transportation and advertising services; (b) approximately RMB4,441,000
payables for acquisitions of property, plant and equipment; and (c)
approximately RMB7,267,000 of value-added tax payable in the PRC.

As at 31 December 2022, balance of approximately RMB5,000,000,
included in ofther payables, represented the amount due to a director,
Mr. Ernest Chen. The amount was non-trade in nature, interest- free,
unsecured, and repayable on demand. The amount was fully repaid
during the year.

Sales discounts are offered to the customers when the customers meet
the predetermined annual sales target. The customers can utilise these
sales discounts from future purchases from the Group.
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(iv)

(v)

RIBEZZF+-_A=+—H GHEBERLIOARE
33,856,0007C (=& — —4F : # /N AR#31,778,0007C) - Ty
HREPZESRD -

R-ZE-=F+-A=+—0 EMENFALHIEE ()
B N E S RS RIE L AR #9.868,0007T : (o) W iEY
¥ BB R A SRS AR #4,441,0007T ¢ R (c) it
B RIS ER O AR7,267,0007T ©

RIB-—F+-A=+—8 i AEMENFIBENERD
A R%5,000,0007T 5 f& 1 2 EBRM R 5C & 2 7R » Z KA
RIFBZHUE 2B BERRAREREE EZ%%XIEE

ITREFEHE B R - AlgnEPRHEERN -

EEPER
PARARAALBETEESPAZSHENH -

(=4
=]
=



NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

21. LEASE LIABILITIES

The following table shows the remaining contractual matures of the
Group's lease liabilities at the end of current and prior years:

mEMBEHmRHE (B)

Br—F-—=—F+=-A=+—HIFE

21. HEE®E

TRETASEHEABERAFERBEFERZH
HENFH

RMB'000 RMB'000
ARETRT ARETT

Total minimum lease payments REHEFIEAE
Within one year —FR 2,160 8,260
Within a period of over one year but within two years BAE—FRETZRMTHEA 1,633 2,429
Within a period of over two years but within five years BEMFETZRAFHERN 3,479 3,452
Within a period of over five years LZRAEFHEARA 11,481 12,861
18,953 27,002
Less: fotal future interest expenses B RRF BB (8,341) (9,201)
Present value of lease liabilities HEAERE 10,612 17,801
Less: portion classified as current liabilities B AERRBARZHD (1,597) (7.369)
Non-current liabilities e E & 9,015 10,432
The following amounts relating to leases were recognised in the RER -
consolidated profit or loss during the year:
RMB’000 RMB'000
ARETT ARE T
Depreciation charge of right-of-use assets (Note 15) FREEEZNERS (M:E15) 3,870 4,416
Interest expenses included in finance costs (Note 8) FARERARZ SR (H:E8) 707 1,394
Expense relating fo short-term leases M EERRAX GIATERAX)
(included in administrative expenses) 654 1,652
5,231 7,462

The total financing cash outflow for right-of-use assetfs during the
year was approximately RMB17,488,000 (2022: RMB10,298,000).

FAZERBREEZRERSALAENRARE
17,488,0007C (—F = — 4 : ARK#¥10,298,0007T) °
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2023

22. BANK BORROWINGS

HE =

T -

SFF A=+ —AIFE

e SRR (&)

RMB’000 RMB'000
AREFT AREFL
Current T

bank borrowings - secured (Note) RITER — FER (FE) 75,695 109,772
bank borrowings - unsecured (Note) RITE I — BER (3T 34,900 31,600
110,595 141,372

Non-current R
bank borrowings - secured (Note) RITER — FER (FE) 81,423 64,517
bank borrowings - unsecured (Note) RITE N — B (B 3E) - 16,600
81,423 81,117
192,018 222,489

Note: As at 31 December 2023, interests were charged in the range of 3.70%

to 5.50% (2022: 3.80% to 6.32%) per annum.

At 31 December 2023 and 2022, total current and non-current bank JrAp S

B R

borrowings were scheduled to be repaid as follows:

T % :3.80%%6.32%) ©

=Fk
TTHERERZ

=

F+ZA=1+—H
BT

fist: RZZEZ=ZF+-A=+—H  FRENTI.70%£5.50% (=

rENELE

RMB’000 RMB'000

AREETFT ARE T

Within one year —4R 110,595 141,372
Within a period of over one year but within two years ZR—FETZRMERHER 8,908 25,508
Within a period of over two years but within five years SRMERTEZRAEHEA 52,555 26,723
Within a period of over five years LR AFHRR 19,960 28,886
192,018 222,489
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

22. BANK BORROWINGS (CONTINUED)

At the end of each reporting period, the Group’'s bank borrowings
were secured by the following assets:

2023 F ¥k =imksik

e SRR (&)

Br—F-—=—F+=-A=+—HIFE

22. RITEX(FE)

RERERR  AEBEZRITEBEFATHNEEERE

o

Property, plant and equipment (Note 14)
Right-of-use assets (Note 15)

nE - BERRE (HE14)
EREEE (HiF15)

RMB’000 RMB’000
ARETFT ANEETT
29,132 30,803
80,273 81,733

As at 31 December 2023 and 2022, all the Group's bank borrowings

were also guaranteed by certain subsidiaries of the Company. RIT

23. OTHER BORROWINGS

23.

RZBZ=FR_F__F+ZRA=+—H A5EZ

BRMAARRRZETHERRMELER -

H At 5 =X

RMB’000 RMB'000
AREFT ANRETFT
Current BN &
Other borrowings - secured (Note) Hifig % — FER (Fi) 12,767 3,583
Non-current FEED A
Other borrowings - secured (Note) Hitnfg 5 — BHEM () 15,403 =
28,170 3,583

Note: As at 31 December 2023, interest is charged at 6.44% (2022: 6.45%) per

annum.

In September 2020, the Group entered into two agreements with
an independent financing company, pursuant fo which Group
had agreed to fransfer the ownerships of certain machineries (the
“Machineries”) to the financing company as disclosed in Note 14, at an
aggregated consideration of approximately RMB38,331,000 and lease
back the Machineries for a period of 3 years, subject to the terms and
conditions of the agreements. The financing company would return the
ownerships of the Machineries to the Group upon complefion of the
fransactions. In the opinion of the directors of the Company, despite
the agreements involved the legal form of leases, the transfer of legal
title of the Machineries did not satisfy the requirement of IFRS 15 to be
accounted for as a sale of the Machineries and hence, the Group
accounted for the proceeds received as collateralised loans. The
relevant loans were fully repaid during the current year.

Mg RZZZ=F+_A=1+—8 REFNRKEL44% (=T
T 6.45%)FHE .

RZZB-ZFNAA NEEBRET MR BRI RIEH
Wk o UL - A 4P R EE - ARBEERESET
e ((RERBD CHEBERERETRZSIUHLAR R
REX A ARKE38,331,0007T - HEEBZEHKE - &
HIBH R %S W& 2GR RIRERR - ZFMBA
ARBRZERSGTRERAARERMZEREZHEE
#-ARFAEERR BEZRSEHRESLEENAZH
E MEEZEREARBARL T ABRM B R
SENEISRZREAARINEHEZ S - Btk
REBEAGPTE Z TS RIBARIIEIRRE - HEE
RENEFEBEEE -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

23. OTHER BORROWINGS (CONTINUED)

In January 2023, the Group has entered into two new agreements
with the same independent financing company for aggregated
loans of RMB38,300,000. Terms of the agreement are similar to the
previous agreements whereby the Group has agreed to transfer
the ownership of certain machineries tfo the financing company as
disclosed in Note 14, and lease back these machineries for a period
of 3 years, subject to the terms and conditions of the agreements.
The related finance costs for arranging the loans amounted to
RMB480,000 was accounted for as non-current and be amortised
to profit or loss for a period of 3 years to in line with the terms of
the loans. For the year ended 31 December 2023, finance costs
of approximately RMB133,000 was charged to profit or loss and
included under interest on other borrowings (Note 8).

At 31 December 2023, total current and non-current other
borrowings were scheduled to be repaid as follows:

e SRR (&)

Br—F-—=—F+-A=+—HIFEF

23. HfbfEX (&)

RZFB_=ZF—F AKHER-BIYH ARG LM
¥ - BEREE R A R¥38,300,0007T © # i # &Y
BREBEBHEU - Bt NEBEREME THES

BPTEEERE TG AR (M4 EE) - X EE
ZERE  RE=F  EAXZS WG AGE T

MR - 2 BEE A E B R E AR A R #480,0007T AR
FIVEIERE) - WRBERERNIFABIEEERR - B
ECEBC=FA A=A HUEFE BEREAHAR
#133,0007t B R IER I - WET AE M GRS (M &
8) °

RZEZ=F+=A=+—H
wEs 2 BB

B R IERE H AR

RMB’000 RMB'000

AREFT ARE T

Within one year —4R 12,767 3,583
Within a period of over one year but within two years BR—FEETEZRMEHERA 12,767 -
More than two years, but not exceeding five years BRMEETERATE 2,636 -
28,170 3,583

At the end of each reporting period, the Group’s other borrowings
were secured by the following assefts:

REBERR - AEBEZEMERA T EEER/ER:

RMB’000 RMB'000

ABETFT ARETFTT

Property, plant and equipment (Note 14) VER SR 16,833 2,861
As at 31 December 2023, all the Group's other borrowings were RZE_=F+_A=+—H x&EEzHMEZHK

guaranteed by certain subsidiaries of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

24. DEFERRED INCOME

2023 F ¥k =imksik

e SRR (&)

Br—F-—=—F+=-A=+—HIFE

24. JEFEW A

RMB’000 RMB'000
AREETFT AREFL

Government subsidy arising from the acquisition of leasehold EAXBREREEE TR BRT R
lands in the PRC 5,494 5,532

Represented by: LEF

Current portion (Note 20) mEEH (Fiz 20) 38 38
Non-current portion ERBHD 5,456 5,494
5,494 5,532

The Group has land use right in respect of a piece of leasehold land
in the PRC, included in right-of-use assefs, for building a new factory
in Zhongshan City. Zhongshan City government provided subsidy
as a reward when Zhongshan Minhe Chemical Industry Technology
Limited, a subsidiary of the Company, completed the filling work
on the land within 12 months after the commencement date of the
lease. The filling work was completed as scheduled and the Group
received the subsidy of approximately RMB1,914,000 in prior years.

During the year ended 31 December 2021, the Group also acquired
land use right in respect of a piece of leasehold land in the PRC,
included in right-of-use assets, for building a new factory in Puyang
City, through acquisition of subsidiaries. Puyang City government
provided subsidy as a reward when the piece of leasehold land
was fully paid. The payment of the leasehold land was settled
as scheduled and the Group included the subsidy receivable of
approximately RMB3,885,000 in other receivables as at 31 December
2021.

Deferred income is amortised and recognised in the consolidated
profit or loss over the lease terms of the above leasehold lands.

AEBPNGE—REAET HER LIOERE GIALD
BEEED) NEPUTERFTEE - AREZH B
RAFUTERMME TR BR QA REERI2ME AR
FERCRZ M b2 PR TAZRG - o LU T RO 2 1 4 B R 22
B ZFBIBRMMTK  AEERBEFEDHIY
ANR¥1,914,0007T 2 7 B ©

WEE-_Z-—F+-_F=+—HILFE AEETE
BUT AT N F UK P B — 3R R E b > 4 AR (BT
ANEREEE) UEEBTEIFME -RAELH
RIBEREZ % - BEmBAREMAEREE - B
ErMFECKRAIES  AEER T =—F+=A8
=+ —HBBZERKMEAH ARKESE885000T AE
fh JE UK SR o

BELEWAR ERBET 2 HERRNEE - INEAE
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M BRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2023 BE-—FE-_=F+-HA=+—HIFFEF

25. DEFERRED TAX ASSETS/(LIABILITIES) 25 EEBEEE (8%F)

Details of the deferred tax assets/(liabilities) recognised and FRERRBELHIBEE, (AR REFSHZFBOT:
movements during the year are as follows:

Deferred tax assets EEBEERE
Credit loss
allowance
&8
EiERE
RMB’'000
AR FT
At 1 January 2022 R-—_ZT-_—F—H—H 551
Debited to consolidated profit or loss for the year RERNERE Bz (1)
(Note 11) (49)
At 31 December 2022 and 1 January 2023 ATE-——EF+ - A=1+—HK
—E-=%—H—H 502
Credited to consolidated profit or loss for the year STAFNERE B (1)
(Note 11) 102
At 31 December 2023 R-ZZE-_=%+-A=+—H 604
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2023

25. DEFERRED TAX ASSETS/(LIABILITIES) (CONTINUED)

Deferred tax liabilities

2023 F ¥k =imksik

e SRR (&)

Br—=

CE=Ef A=+ —HIFFEE

25 EEBEEE (BF) (&)

EEB R E

Revaluation

surplus
arising from

business
combinations

Accelerated
tax
depreciation

BEH
A EER
EfiBH MEHERE
RMB’000 RMB’000 RMB’000
AE¥FT AREFT AREFT
At 1 January 2022 R-E-_—F—f— (2,467) (308) (2.773)
Credited to consolidated profit or loss for the year HAFEREZARR( TE] 1)
(Note 11) 107 10 17
At 31 December 2022 and 1 January 2023 RZZ-Z&+-A=+—-RAk
—Z-=4-5-H (2,360) (296) (2,656)
Credited to consolidated profit or loss for the year FAFEREEBR (M)
(Note 11) 55 1 66
At 31 December 2023 —=5+=A=1-F (2,305) (285) (2,590)
Pursuant to the EIT Law, 10% withholding tax is imposed on dividends BELCEMESH L BT NF—A—B#£ RN

declared in respect of profits earned from 1 January 2008 onwards to
non-PRC tax resident investors for the companies established in the
PRC. As at 31 December 2023 and 2022, all the PRC subsidiaries are
directly or indirectly held by non-PRC tax resident investors. As such,
temporary withholding tax differences relating fo the undistributed
profits of the PRC subsidiaries amounted to approximately
RMB210,997,000 (2022: RMB213,700,000) as at 31 December 2023.

As at 31 December 2023, deferred tax liabilities of approximately
RMB21,100,000 (2022: RMB21,370,000) have not been recognised in
respect of the tax that would be payable on the distribution of these
retfained earnings, as the Company is in a position fo confrol the
dividend policy of the PRC subsidiaries and it has been determined
that it is probable that undistributed profits of the PRC subsidiaries
will not be distributed in the foreseeable future.

RIS 2 AR REUGE M MEFBREEERSTIR 2K
BAHMORBENHR NZ_ZFR T - —F+_
A=+—H FA+TEWBARHHFFRBEEER
REEERSIHERE B RZE=Z=F+=A4
=t+—8 BEPREHBRERD KR 2 EETE
MEBHAARE210,997,000c (ZE=-—F : AR
213,700,0007T) °

73’3:;:5¢+:ﬂ =tT—B EBEEMEREHARE
,100,0007T (ZF = =4 : AR¥21,370,0007T) i A
Eﬁnxﬁ@i%% BNMmASN ZHIAER  RE/ER
AR MEHITRMB AR ZREHE BERERAR

#5553 Ik p BB B A Rl 2 AR IR A Z ATREME K
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

e SRR (&)

Br—F-—=—F+-A=+—HIFEF

26. SHARE CAPITAL 26. B
Number of Share
shares capital
gk ! B
RMB’000
AREFT
Ordinary shares of HK$0.01 each FREAER.01BT
Authorised: ETE
At 1 January 2022, 31 December 2022, 1 January 2023 and 31 R-B--§—-A—-Q —B--F+-A=+-H"
December 2023 —E-_=5-f-HER=-Z-=§+-A=1+-H 1,500,000,000 13,387
Issued and fully paid: BEARAR
At 1 January 2022, 31 December 2022, 1 January 2023 R-ZE--_§-A-B --“B--f+-B=+—-H"
—E-_=%-f-H 427,500,000 3,792
Issue of shares upon bonus issue BITAREZETRG 42,750,000 392
At 31 December 2023 RZB-=£+-A=1+-H 470,250,000 4,184

On 30 June 2023, a bonus issue on the basis of one (1) bonus share
for every ten (10) existing shares held by the Shareholders whose
names appeared on the register of members of the Company on 11
July 2023 (the “Bonus Issue”) was approved by passing a resolution
by the Shareholders at annual general meefing of the Company,
and 42,750,000 bonus shares were allotted and issued pursuant to
the Bonus Issue on 18 July 2023.

All the shares issued during the year ended 31 December 2023 rank
pari passu with the then existing shares in all respects.
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S MR (B)

STATEMENTS (CONTINUED)

For the year ended 31 December 2023 BE-_FE-_=F+-A=+—HIFEF

27. RESERVES 27. #%

Details of the movements on the Group’s reserves are as set out BERAAEBHFEEZY 2 HFBHNGEARREDHR - BE
in the consolidated statement of changes in equity. Details of the KAGHEEES 2 FHEAINDT -
movements on the Company’s reserves are set out as below:

Share option

Share Capital Translation and share  Accumulated

premium reserve reserve award reserve losses
BRER
B4R E BAfE EifRE RORBRR R ER
RMB'000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT AREFT AREFT AREFT

Balance at 1 January 2022 RZZZZF—-R—Bz&H 75,932 33,184 (6,772) - (32,824) 69,520
Loss for the year FAEE - - - - (7,163) (7.163)
Other comprehensive income: Hi 2w s
Exchange differences arising on BEEEVERES
franslation - 5,679 - 5,679
Total comprehensive loss for the year  £R2EEREE - 5,679 (7.163) (1,484)
2021 final dividends (Note 12) —E-—EREKE (E12) (10,955) - - (10,955)
Balance at 31 December 2022 and 1~ R=Z-=—F#+=-A=+—H
January 2023 RZZZ=%-f—-Hz
T 64,977 (1,093) (39,987) 57,081
Loss for the year FRER - - (12,544) (12,544)
Other comprehensive income: Hi 2 E s
Exchange differences arising on BEEEVERES
translation - 787 - 787
Total comprehensive loss for the year  FR2EFRLEES - 787 (12,544) (11,757)
Issue of shares upon bonus issue BT REETRD
(Note 26) (Bi3£26) (392) - - (392)
Recognition of equity-settled share- HERERRRELEE MR
based payments in relation fo share D AERN
option (Note 30(al)) (B#7£30 () - - - 5,383
Recognition of equity-settled share- SRR 1D SRENRE R DA BRE 45 B A
based payments in relation to share &3 AERE 3
award (Note 30(b)) (B#7£30 (b)) - - - 328
Balance at 31 December 2023 RZBZ=%+t=A=1+-8
&8 64,585 (306) (52,531) 50,643
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

27. RESERVES (CONTINUED)
Share premium

The share premium account of the Group and the Company
includes the premium arising from the issue of new shares pursuant
to the Listing.

Capital reserve

The capital reserve represents contribution by Mr. Ernest Chen by
capitalised his amount due from the Group in prior year.

Translation reserve

Translation reserve comprises all foreign exchange differences arising
from the translation of the financial statements of the Company and
certain subsidiaries whose functional currencies are different from
the presentation currency of the consolidated financial statements.

Share option and share award reserves
(a) Share option reserve

Cumulative expenses recognised on the granting of share
options over the vesting period.

(b) Share award reserve

Cumulative expenses recognised on the share award over the
vesting period.

e SRR (&)

Br—F-—=—F+-A=+—HIFEF
27. f#4E (&)
B0 EE

AEBEARAZBRMNDEERSERE LT RITHK
MAEEZRE -

BEXRE
BEREBRRMELENBEFESEREAEED
RIBEREH)TE °

BE 5 5 18

ERFEREEDEES
TRMmBEARRF R
ZHBESNEEZRE

BEEAWBBR 2278
THEARZHBHRRMESL

il )ﬂﬂﬁ

BRERRORBRE
(o) BEREGRE
REBBHABE L BEEERN R

(b) KUOEBEE
REBIMABRN ERERN R

Other reserves Hib ke
Statutory
surplus Safety
reserve reserve
EERBRHE R2fRHE
RMB'000 RMB’000 RMB’000
ANRETFT AREFT AREETT
Balance at 1 January 2022 RZZEZZF—-A—Bz&# 10,129 27,942 38,071
Appropriation to safety reserve BREZ2GHE - 12,165 12,165
Utilisation of safety reserve PRLERE - (2,895) (2.895)
Appropriation to statutory surplus reserve* BRELTRABER = = -
Balance at 31 December 2022 and 1 January 2023 RZEZZF+ZA=+—-AK
“Z=F-R-Bz&E#® 10,129 37,212 47,31
Appropriation to statutory reserve BRELTERE 4,756 = 4,756
Appropriation to safety reserve BREZ2GHE - 13,129 13,129
Utilisation of safety reserve RLERE - (3.477) (3.477)
Appropriation to statutory surplus reserve* BRELTRBER = = -
Balance at 31 December 2023 R-B-=F+-A=+-Az&8H 14,885 46,864 61,749
g Certain subsidiaries of the Group registered in the PRC have * REFBRTHEIMNEFTFHNBATIE B LT RBRFEEEE -

appropriated the statutory surplus reverse which reached 50% of the
respective registered capital already.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

27. RESERVES (CONTINUED)
Statutory surplus reserve

In accordance with the Company Law of the PRC, the Company’s
subsidiaries registered in the PRC are required to appropriate 10%
of the annual statutory profit after tax (after offsetting any prior
years' losses) determined in accordance with generally accepted
accounting principles in the PRC fo the stafutory surplus reserve
until the balance of the reserve fund reaches 50% of the entity’s
registered capital. The statutory surplus reserve can be utilised
to offset prior years' losses and may be capitalised as registered
capital, provided that the remaining balance of the statutory surplus
reserve fund after such issue is no less than 25% of registered capital.

Safety reserve

Pursuant to certain regulations issued by the Ministry of Finance
and the State Administration of Work Safety, certain subsidiaries are
required to set aside an amount to a safety reserve at different rates
ranging from 0.5% to 4% per annum of the total revenue recognised
during the year. The reserve can be utilised for improvements of
safety on production.

2023 F ¥k =imksik
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27. f#fE (&)
EERGBHE

REBHERRNE  ARRRTEEMZH B AR ARR
TEARERANEE 2R REFREE AN EEHEE
MBEFEERE) 210%%8 EERGRHEE B2
RETHBREDNERIMERSORS L A TE BB
ARRNEEBEFEBEIRMER  BEERRFE
AR TS ER LM E AR Z225% -

ZeREE
REFRINEBRZ2LEEEERARAMZET
BRE BTHBRAASFENTFFAC IR KRG
0.5%E4% 2 L X IR —FELHIER L MR - LB
ARRRELEELRR -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

28.

(a)
i)

COMMITMENTS
Capital Commitments

Capital expenditures contracted for but not yet incurred at the
end of each reporting period are as follows:

e SRR (&)

Br—F-—=—F+-A=+—HIFEF

28.

(a)
i)

S
BEAREE
REBRERRCATNEREENEARTHAOT

Property, plant and equipment

NE - BERRE

RMB’000 RMB'000
ARETFT AEETT
152,068 69,399

As at 31 December 2023, the capital commitments as disclosed
above were mainly represented by the construction contracts
entered into by the Group for several of its projects under
construction in progress.

As at 31 December 2023, the Group has commitment in
respect of an agreement entered into in the prior years
with the PRC government authority, whereas the Group was
committed to complete the construction work of a factory
within the scheduled time table for the leasehold land located
in Zhongshan City, Guangdong Province (the "Zhongshan
Project”). The Group would be subject to penalty if it failed to
fulfill the scheduled deadline. According to the terms of the
agreement, the Group is committed to invest property, plant
and equipment of RMB220,000,000 in fotal in the Zhongshan
Project. As at 31 December 2023, the remaining capital
commitment for this agreement amounted to approximately
RMB177,802,000 (2022: RMB182,272,000), within which,
approximately RMB13,758,000 has already contracted for and
included in capital commitments as shown in note (i) above.

Due to the dispute with the main contractor for the
construction works in the Zhongshan Project and the
subsequent litigations thereof as disclosed in Note 35, the
Group has decided to suspend the progress of its consfruction
until the fully settflement of all litigations with the main
confractor.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

28. COMMITMENTS (CONTINUED)
(b) Lease commitments
The Group as the lessee

At 31 December 2023, the Group had commitment for short-term
lease in respect of properties which fall due as follows:
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28. &k (&)
(b) MEEMR
EEEEHBERBA

RZZBE_=F+_A=+—RH FrEEEHEHYEMR
EZAERHBEREAT

Within 1 year —ER

RMB’000 RMB’000
AREBFT AEEFT
283 491

The Group leases leasehold land, motor vehicles and properties for
an initial period of one year, without option to renew the lease term
at expiry date. The corresponding lease commitment, which was not
recognized as lease liabilities was set out above. None of the above
lease include variable lease payments.

29. RELATED PARTY TRANSACTIONS

Other than disclosed elsewhere in the consolidated financial
statements, the Group has the following transactions with its related
parties in the normal course of its business and mutually agreed
between both parties:

(a) Recurring fransactions

AREERAE LY TERME  VSAM—E R
S B S T R A R AT B 2 AR
SFRAEHNEX - DAREBETETRRENH -

29. BEAXRS

BEraMBERREMBOMBPEEIN  AEERE R
EBBRPEEMESTEATHRABEZRS :

RMB’000 RMB'000

ABETFT AREFT

Rent paid fo Mr. Ernest Chen (Note (i) ERRRELET R 2BS (F3E() 1,920 1,920
Purchase of red wine from a related company (Note {ii)) 7] — 1 A Bk 8 ) B B AL (P 2 (i) 500 797
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

29. RELATED PARTY TRANSACTIONS (CONTINUED)

(a) Recurring transactions (Continued)

(i) The Group rents two (2022: two) properties from Mr. Ernest Chen with
a lease term of 2 to 10 years (2022: 1 to 10 years) with annual rent
payment of RMB1,920,000 (2022: RMB1,920,000). One of the leased
property with a lease term of 10 years (2022: 10 years) are recognised
as right-of-use assets with net carrying amount of RMB5,579,000 (2022:
RMB6,323,000), with respective lease liabilities of RMBS5,931,000 (2022:
RMB6,558,000) as at 31 December 2023.Another leased property with a
lease term of 2 years (signed on June 1 2023) are recognised as right-
of-use assets with net carrying amount of RMB1,291,000, with respective
lease liabilities of RMB1,386,000 as at 31 December 2023.

(ii) Mr. Ernest Chen and Mr. Leo Chen, executive directors of the Company,
are the beneficiary owners of this related company.

(b) Key management personnel remuneration

Key management personnel are those persons holding positions with
authority and responsibility for planning, directing and controlling the
activities of the Group, directly or indirectly, including the directors
of the Company. Key management personnel remuneration is as

e SRR (&)

Br—F-—=—F+-A=+—HIFEF

29.

(a)
(i)

(ii)

(b)

BELXS (&)
REXERS (H)

AEBRRMAEBLERBMB(ZEZZF - WE) WE -
HEAEI0F (ZE-—F 1Z10F) FHAEARK
1,920,000t (ZZE = =4 : AK#1,920,0007T) - H&h—18
AHAIOE (T  105)NHERADNERRAERE
BE REFEAARES579,000L (ZE-—F: AR
6,323,0007T)  R=ZZFEZ=FF+-A=+—B&HEBERE
EAARKES5,931,000T (ZE = —4F : ARK6,558,0007T) °
B—EAHAE (R _ZE-=FA—AFDNHERYME
ERAEREEAE  FEFEAAR291,000T R =
To=F+-A=+—HBHHNHEBERRABEAARY,386000

JC °

ARABRTEETRMBEENRRBEERZBAB AR ZE
mEAA -

TEEBEASHH

IZEBABKEETERNLAEERIMES 5
BRENAEERD Z2BUZZEAL  BRARAE
E-ITEREBRABZMENT :

follows:
RMB’000 RMB'000
AREFT AREFT
Fees, salaries, allowances and benefits in kind e EHRENEN 4,699 4915
Discretionary bonus WA 144 713
Retirement benefit scheme contributions RRE AT R 138 118
Share-based payment PARR 1D BER 2 5% 1,492 -
6,473 5,746

196 ANNUAL REPORT



NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

30. EQUITY-SETTLED SHARE-BASED PAYMENTS
(a) Share option scheme

Pursuant to a resolution passed by the Company’s shareholders at
annual general meeting held on 13 December 2019, the Company
adopted a share option scheme and, in order to align with the
amendments to Chapter 17 of the Listing Rules taking effect from 1
January 2023, amended its terms on 30 June 2023 (the “Amended
2019 Share Option Scheme”).

Particulars of the Amended 2019 Share Option Scheme are set out
bellows:

Purpose

The Amended 2019 Share Option Scheme is a share incentive
scheme and is established to recognise and acknowledge the
confributions of the Eligible Participants (as defined in the below
paragraph) to the Group. The Amended 2019 Share Option Scheme
will provide the Eligible Participants an opporfunity to have a
personal stake in the Company with the view to achieving the
following objectives:

(i) motivating the Eligible Participants to optimise their
performance efficiency for the benefit of the Group; and

(i)  attracting or retaining or otherwise maintaining on-going
business relationships with the Eligible Participants whose
contributions are or will be beneficial to the long-term growth
of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

30. EQUITY-SETTLED SHARE-BASED PAYMENTS
(CONTINUED)

(a) Share option scheme (Continued)
Purpose (Continued)

Subject to earlier fermination by the Company in general meeting,
the Amendment 2019 Share Option Scheme shall be valid and
effective for a period of ten (10) years from the date of adoption of
the 2019 Share Option Scheme (i.e.13 December 2019).

Eligible Participants

The Board of Directors (the “Board”) may, at its discretion, from time
fo time, taking into account their (i) contribution to the development
and performance of the Group: (ii) quality of work performed for the
Group; (iii) initiative and commitment in performing his/her duties;
and (v) length of service or contribution of the Group, offer to grant
an option to subscribe for such number on new Shares as the Board
may determine at an exercise price determined in accordance
with the below paragraph to the following persons (“Eligible
Participants”):

(i) and any full-time or part-time employees, executives or officers
of the Company or any of its subsidiaries (including persons
who are granted share options under the Amended 2019 Share
Option Scheme as an inducement to enfer info employment
confracts with the Group); and

(i)  any Director (including non-executive Directors and
independent non-executive Directors) of the Company or any
of its subsidiaries.

Upon the Amended 2019 Share Option Scheme becoming effective,
the Eligible Participants will no longer include (1) any advisers,
consultants, suppliers, customers and agents to the Company or any
of its subsidiaries; and (2) such other persons who, in the sole opinion
of the Board, will contribute or have contributed to the Group as
menfioned in the 2019 Share Optfion Scheme.

Acceptance of an offer of options

A consideration of HK$1 (approximately RMB0.92) is payable on
acceptance of the offer of grant of an option where the grantee
should accept or decline the offer of grant of an option within the
datfe as specified in the offer letter issued by the Company, being
a date no later than 21 business days from the date upon which it is
made.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

30. EQUITY-SETTLED SHARE-BASED PAYMENTS
(CONTINUED)

(a) Share option scheme (Continued)
Scheme limit

The maximum number of Shares which may be allotted and issued
in respect of the Amended 2019 Share Option Scheme shall not
in aggregate exceed 42,750,000 Shares, being 10% of the Shares
in issue as at the date approving the Proposed Share Scheme
Amendments. Unless expressly approved by the Shareholders at
general meeting and expressly allowed by the Stock Exchange, no
options or awards may be granted under any share schemes of the
Company if the grant of such options or awards would result in the
Scheme Limit being exceeded.

Maximum number of options to any one individual

The maximum entitlement of share options of each Eligible
Participant under the Amended 2019 Share Option Scheme shall not
exceed 1% of the Shares of the Company.

Granting options to connected persons

Subject to the terms in the Amended 2019 Share Option Scheme,
each grant of share options to a Director, chief executive or
substantial Shareholder, or any of their respective associates under
the Amended 2019 Share Option Scheme shall comply with the
requirements of Rule 17.04 of the Listing Rules and shall be subject
to approval of the independent non-executive Directors (excluding
independent non-executive Director who is a grantee).

Exercise period

Subject to any restrictions applicable under the Listing Rules, a share
opfion may be exercised by the grantee af any time during the
exercise period to be determined by the Board and notified to the
grantee in the notice of grant, in accordance with the terms of the
Amended 2019 Share Option Scheme and the ferms on which the
share option was granted, which shall expire no later than 10 years
from the date of grant.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

30. EQUITY-SETTLED SHARE-BASED PAYMENTS
(CONTINUED)

(a) Share option scheme (Continued)
Vesting period of the Amended 2019 Share Option Scheme

Vesting period of share options shall be no less than 12 months.
Share options granted to Eligible Participants may be subject to a
shorter vesting period under the following circumstances:

(i) grants to an Eligible Participant whose employment is
terminated due to death or disability or event of force majeure;

(i)  grants of share options with performance-based vesting
conditions provided in the scheme document, in lieu of time-
based vesting criteria; and

(i)  grants of share options with a mixed or accelerated vesting
schedule such that the share options may vest evenly over a
period of 12 months.

Price of shares

The exercise price in respect of any particular share optfion granted
under the Amended 2019 Share Option Scheme shall be such price
as the Board may in its absolute discretion determine at the time
of grant of the relevant share options (and shall be stated in the
letter containing the offer of the grant of the share option) but the
exercise price shall not be less than the highest of:

(i) the closing price of the Shares as stafed in the Stock
Exchange's daily quotations sheet on the date of grant, which
must be a business day;

(i) the average closing price of the Shares as stated in the Stock
Exchange's daily quotations sheets for the five business days
immediately preceding the date of grant; and

(i) the nominal value of the Share.
Grant of share options

On 29 March 2023 (the “Date of Grant”), the Company granted
a total of 19,680,000 share options (the “Share Options”) fo an
executive Director and certain employees of the Group (collectively
the “Grantees”) to subscribe for 19,680,000 ordinary shares of HK$0.01
each in the share capital of the Company pursuant to the share
option scheme of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

30. EQUITY-SETTLED SHARE-BASED PAYMENTS
(CONTINUED)

(a) Share option scheme (Continued)
Grant of share options (Continued)

The Share Opftions granted shall be valid and effective for a period
of 10 years from the Date of Grant until 28 March 2033. 50% of Share
Options granted (2,840,000 Share Options) shall be vested to the
Grantees on 29 March 2024 and are exercisable from 29 March
2024 to 28 March 2033 (“First Tranche”). The remaining 50% of Share
Options Granted (9,840,000 Share Options) shall be vested to the
Grantees on 29 March 2025 and are exercisable from 29 March 2025
to 28 March 2033 (“Second Tranche”). Pursuant fo the Amended
2019 Share Option Scheme, if any of the Grantee ceases to be
an Eligible Participant by any reason, the Grantee may exercise
the option up to the entitlement of the Grantee as at the date of
cessation in whole or in part within a period of on month from such
cessation.

The closing price of the shares on the date of Share Opfions grant is
HK$1.230 per share.

Details of Share Options granted are as follows:

For the year ended 31 December 2023
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(a) BRETE ()
R RE (F)

FIREMBEREERELBEEE S ===
ZHNBLETFEHERNERRES IR EREZ
50% (9,840,0001n B R 1) SR T ZWF=A =+
AEBETHEBRA WARZZE_NF=ZA=-_+hBEEZ
T-=F=-AZ+NBHETE(E—#]) - B
B 2 #2 T50% (9,840,000 BB EZBERN T =
FZAZ+IEBEBTABRA AR ZZTE_RAF=A
ZTH+NBEZZE==F=ZRA -+ N NBHETE(E=
#]) - BEBELEBIT S - NFEREFS - WMEMAER
AERFARATHAGERSHE  AIERATAKL
EARF—EAREIRIDITEARARKILEEH
BRETHERERRE -

B RERERLDBRZ B ERSSR.2308 T -

BREMEREFBELOT
BE-ZE_=F+-RA=1+—HLFE

Number of Share Options

BREHE

Exercise Lasped/
price AS at Granted Exercised forfeited As at
per share 1 January during during during 31 December

Grant date option HK$ Equivalent 2019 the year the year the year

SHERE REFE REFE REFE

REAH fTEEET B e X/ %2

29 March 2023 T
=AZ+NH

- Directors -E= 1.234 1.1 - 4,000,000 - - 4,000,000
- Employees —E8 1.234 1.11 - 15,680,000 - - 15,680,000
- 19,680,000 - - 19,680,000

As of the date of this report, no share options were exercised.

BEABRSHY  SEBREETE -
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M BRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2023 BE-—FE-_=F+-HA=+—HIFFEF

30. EQUITY-SETTLED SHARE-BASED PAYMENTS 30 UBZZEURDAER 2R (E)
(CONTINUED)

(a) Share option scheme (Continued) (a) HBBRFESE (&)

Grant of share options (Continued) BHERE (&)

The fair values of employee services received in return for share BEABNMARLEEREMBEREHOAFEIZE
options granted are measured by reference to the fair value of I EREN R ERE -
share options granted.

For the fair value of services measured indirectly by reference to the MBEMBREEREZ ATFEREASEZREZAF
fair value of the share options granted, the fair value is determined BEms A FESEARREETL2EB L HEMFAIET
by the directors of the Company with reference to the valuation AEmERARFEHA —_ B rERNNETZHE
performed by an independent valuer, LCH (Asia-Pacific) Surveyors BE ZEANZERBAZEBENAT :

Limited using the Binomial Option Pricing Model and significant

inputs info the model were as follows:

Share options

granted on

29 March

2023

R=B=Z=f

=A=thA

B R

Expected volatility BHRIE 37.16%
Expected option life EHBRETH 10 years4
Expected dividend yield TR AR B s & 0.00%
Risk-free interest rate EE A= 3.10%
Fair value AFE 10,548,000
Fair value - First franche AFE-F—# 0.531
- Second franche -F -4 0.541
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

30. EQUITY-SETTLED SHARE-BASED PAYMENTS
(CONTINUED)

(a) Share option scheme (Continued)

The expected volatility reflects the assumption that the historical
volatility of future trends, adjusted for any expected changes to
future volatility based on publicly available information, which may
also not necessarily be the actual outcome. No other feature of the
options was incorporated into the measurement of the fair value.

The variables and assumptions used in estimating fthe fair value of
the share opfions were the directors’ best estimates. Change in
subjective input assumptions can materially affect the fair value.

During the year ended 31 December 2023, share-based payment
expense of approximately RMB5,383,000 (2022: Nil) for the share
option scheme was recognised in the consolidated profit or loss with
a corresponding credit in share option reserve.

None of the share options were exercised during the years ended
30 December 2023 and 2022. At the time when the share options
are subsequently exercised, the amount previously recognised in
share option reserve will be transferred to share capital and share
premium.

(b) Share award scheme

The Share Award Scheme of the Company was adopted on 15
November 2023. The Company granted an aggregate of 2,184,246
Awarded Shares to 201 grantees, who are the employees of the
Group (“Selected Employees”) pursuant to the terms of the Share
Award Scheme at HK$1.00 consideration. The objectives of the
2023 Share Award Scheme are to (i) recognise, including but not
limited to, the incredible contribution made towards the listing of the
Company on the Stock Exchange and the continuous contribution
made towards the development of the Group by the employees
of the Group during the COVID-19 epidemic and global economic
downturn; and (ii) fo provide Selected Employees with incentives
for their conftribution or potential contribution to the development
and long-term growth of the Group. The details are set out in the
announcement of the Company dated 15 November 2023.

None of the Selected Employees is a director, chief executive or
substantial shareholder of Company or their respective associates
or otherwise a connected person of the Company. The grant of
Awarded Shares would not result in the Awarded Shares issued and
to be issued fo each individual Selected Employee in respect of all
awards granted to such person in the 12-month period up to and
including the date of grant in aggregate to exceed 1% of the shares
in issue.
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BE-_T-=F+-A=+—HILFE BRETS
AR £ A BB 0 1 3R BA S 4) AR 5,383,000 (=%
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BE-_Z-_=€Rk-_Z-__F+_A=+HILEE  #
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

30. EQUITY-SETTLED SHARE-BASED PAYMENTS
(CONTINUED)

(b) Share award scheme (Continued)

Under the Share Award Scheme, the Selected Employees are
required to be continuously employed by the Group during the one-
year vesting period and there is no performance target attached
to the Awards granfed to the Selected Participants. During the year
ended 31 December 2023, no share award has been vested, lapsed
and cancelled (2022: Nil).

Particulars and movements of the Awarded Shares under the Share
Award Scheme:

For the year ended 31 December 2023

e SRR (&)

Br—F-—=—F+-A=+—HIFEF

30. UEZEEUROD/ER 2SR (H)

(b) MKtPEEEEE ()

RIER D ZEE ETREER —FHEBIHNEES
ERAEE BERTET2HEENEHUEMNTEKRE
B-BEZZT-=F+ZA=1T—HLFE HERH
REESRR KA MGFHE (2T ZZF &) -

Befn BERh =t 817R T R D R 1B R &

BE-S-=F+=-A=+-BHLEE

Outstanding number of Shares Awarded

HRITERGREHUE
Fair
value per Lapsed/
Award As at Granted forfeited
Grant Vesting Share Equivalent 1 January during during As at 31
Type of grantee date date HK$ to RMB 2023 the year the year December
SRRHRE
AN R-8==f& REAEE REAEE Bt=A
REAER B A8 FEAH B -B-AH Bl &M/%D =
Employees E8
-in aggregate —A# 15 November 15 November
2023 2024 1.30 1.17 - 2,184,246 - 2,184,246
“E-ZFE —E-ME
+—-A+#H +-At+&A
The fair value of the shares award granted was calculated based ERHBROEBEERNAFEDREAAARONRELAR
on the market prices of the Company’s shares at the grant date. BT ENE Rt EPTEEEBTAKRE - ERER
No dividend was considered in the calculation. The fair value of the MEBNAFERRE AL RFE RER.308 T (A8
shares award granted were calculated as HK$1.30 (equivalent to ERAOARE1I7T) cFA AEERGEEETE

approximately RMB1.17) per share at the grant date, respectively.
During the year, the Group recognised a net expense relating to the
Share Award Scheme of approximately RMB328,000 (2022: Nil) in the
consolidated profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S MR (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2023 BE-_FE-_=F+-A=+—HIFEF

31. FINANCIAL INSTRUMENTS BY CATEGORY 3. REFES»ZEMIA

RMB’000 RMB'000
ARETT ARETT

Financial assets tREE

Financial assets at amortised cost REERTHTECSREE

— Trade and bills receivables and other receivables — B 5 REREYGRIE AR E b e Y18 82,330 71,633

— Pledged bank deposits — BEBRITER 54,850 31,349

— Cash and cash equivalents —ReRBEEEY 38,178 90,500
175,358 193,482

Financial liabilities tRERE

Financial liabilities at amortised cost REFERATEZLERBAR

— Trade and bills payables, accruals and other payables — BZREBEMNIIE B ERKEMEMZE 274,840 242,249

— Lease liabilities —HEaR 10,611 17,801

— Bank borrowings — RITEH 192,018 222,489

— Other borrowings — HifER 28,169 3,583
505,638 486,122
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS

The Group is exposed to a variety of risks including interest rate risk,
credit risk and liquidity risk through its use of financial instruments in
its ordinary course of operations.

The Group does not have any written risk management policies and
guidelines. The directors of the Company monitor the financial risk
management and fake such measures as considered necessary from
fime to time to minimise such financial risks.

(a) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market
interest rates. The Group's interest rate risk primarily arises from bank
borrowings.

Bank borrowings obtained at variable rates expose the Group to the
cash flow interest rate risk. Bank borrowings and other borrowings
obtained at fixed rates expose the Group to fair value interest rate
risk. In general, the Group raises long-term borrowings at floating
rates as well as fixed rates, based upon the capital market conditions
and the Group’s internal requirements. As at 31 December 2023
and 2022, the Group's fixed rates borrowings and floating rates net
borrowings are as follows:
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32. XEAKREERSMIAZATHE

REBEREH ﬁ%Liﬂk@ﬁﬂﬁﬁﬁ@rﬁﬂlﬂﬁﬁtﬁ

AR Tﬁﬂﬁ"_ﬂ ;ff //\b@]éiﬂﬁ“ °
K%ﬁﬁﬁ&ﬂiﬁﬂ BEBBERES - ARAESE
ERVBERER  WARKRERLSBLEZ B

BAKE M SRR -

(o) AR

MERBEEBRTSNEZCEKR zERMIAR
EBAARRERERE AR - Z’K%.7¥KXZ§M’};H fa
FERBWITER

BABNEREGZRITBEREAREAHREBRSREF

KRR - REEFEREZJ/ITERREMEREARE

lﬁm@?@ﬂzﬂm°—&ﬁa'$%lmﬁé$m

%#R&KEEZW%xiﬁﬁﬁﬂm&liﬂ%W
BRAER RZF_=FRh_F__F+_HA=1—
B AEBEZESERNEBEFFENT:

RMB’000 RMB'000
AREETT AREFT

Fixed rate borrowings: ERBR:
Bank borrowings HBITE R 67,587 65,906
Other borrowings HipfEx 28,170 3,583
Less: pledged bank deposits - BERBRTER (54,850) (31,349)
40,907 38,140

Floating rate borrowings: FEMER
Bank borrowings HBITER 124,431 156,583
Less: bank balances A RITER (38,178) (90,500)
86,253 66,083
127,160 104,223
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(a) Interest rate risk (Continued)
Sensitivity analysis

The following table illustrates the sensitivity of the Group's profit after
income tax and retained earnings to a possible change in interest
rates of +/-1%, with effect from the beginning of each reporting
period. The calculations are based on the Group's bank balances
and bank borrowings at floating rate held at the reporting date.
All other variables are held constant. A positive/(negative) number
below indicates an increase in profit after income tax and retained
earnings where interest rates increased by 1%.
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(a) F=mEb(HE)
HBEDH

TRHEVAKEZRABEREEN RRE BN HH X
AR E+/- 1% (S MEMVRBER) 2HEE - B
Bt EDRBREENRE AM/HE 2 RITES 11T
BRI RRITEREL - AEEMAZRZERTE T
X2ZIE/ (B)BFRREFEEMBE - RATFEHR®%Z
A ERE RN ZIEE -

RMB’000 RMB'000

ARETFT ARETFTT

Impact arising from bank balances RITER T E 769 1,045
Impact arising from bank borrowings BITERLTE (1,015) (1,280)

For a decrease in inferest rate by 1%, there would be an equal
but opposite impact on the profit affer income tax and retained
earnings.

The assumed changes in interest rafes are considered fo be
reasonably possible based on observation of current market
conditions and represents the managements assessment of a
reasonably possible change in interest rate over the period until the
next annual reporting date.

The sensitivity analysis included in the consolidated financial
statements for the year ended 31 December 2021 had been
prepared on the same basis.

7= TR1%  HBRATEB R RRE BB RE
BEARZPE -

HEZBREDHDEBERTTERAEHEREE
TR B8 TATREYEE T~ EEERER
WRIFIE 2 A DA BLE B 2 5 -

BE-T-—F+-A=+-ALEEIBANBE
B8 U DT T RIER 2R -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(b) Credit risk

Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in a financial loss to the Group.
The Group's credit risk is primarily attributable to trade receivables.
The Group's exposure to credit risk arising from bank balances,
pledged bank deposits and bills receivable is limited because the
counterparties are banks, for which the Group considers to have low
credit risk. Other receivables are due to various group of debtors
and the directors of the Company consider the credit risk of these
parties is low.

Trade receivables

The Group's exposure to credit risk is influenced mainly by the
individual characteristics of each customer rather than the industry
or country in which the customers operate and therefore significant
concentrations of credit risk primarily arise when the Group has
significant exposure to individual customers. As at 31 December
2023, the Group has a concentration of credit risk as approximately
14% (2022: 24%) and 14% (2022: 14%) of its gross trade receivables
was due from the Group’'s largest and second largest customers,
respectively. The largest customer is a listed chemical products
manufacturer and the second largest customer is an international
frading company. Both of them have good past credit repayment
history and records with the Group.

Individual credit evaluations are performed on all customers
requiring credit over a cerfain amount. These evaluations focus
on the customers past history of making payments when due and
current ability to pay, and take into account information specific
to the customer as well as pertaining to the economic environment
in which the customer operates. Trade receivables are due within
180 days from the date of billing. Debtors with balances that are
more than 6 months past due are requested fo seftle all outstanding
balances. Normally, the Group does not obtain collateral from
customers.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(b) Credit risk (Continued)
Trade receivables (Continued)

The Group measures loss allowances for trade receivables at an
amount equal to lifetfime ECLs, which is calculated using a provision
matrix. As part of the Group’s credit risk management, the Group
use debtors ageing to assess impairment for its customers because
these customers consists of a large number of customers which
share common risk characteristics that are representative of the
customers’ ability to pay all amounts due in accordance with the
contractual ferms. The estimated ECL loss rates are estimated based
on the Group’s estimates of the market borrowing rates for each of
the groupings, less risk-free rate, which reflect the credit risk of the
debtors, over the expected life of the debtors and are adjusted
forward-looking information that is available without undue cost or
effort. The grouping is regularly reviewed by management to ensure
relevant information about specific debtors is updated.

The following table provides information about the Group's exposure
to credit risk and ECLs for trade receivables:
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(b) FERRHE)
EZ BRI (F)

AEEZRERFMEREEERERNSE (E R
BERGFESH)FEEIRUFABERE -(FAX
SEEERRER 2 -y AREEABEBAZKREK
AHEEEPZREE  REEZEEFPEEARKEIER
ZREEP  FHRARBHRKKREPREANGERN
PRBRIMFIREZRES - Bt RHEEBRXREAKE
HEMH 2 TIZERE 2 HERER RN E (RREH
AZEEERR)  BRABBAZEMFEIETHAG X
MBANBERUALANTEG 2 ATEEERHEL FHE -
EEEEHMERSAN  URFRBEBRBEESAZHBE

TREFIEMAREEY RS BUFARRERE
T B R

Weighted
average Gross Net
expected carrying Loss carrying
Ageing based on the invoice date loss rate amount allowance amount
mETH

BIEREABNRR EHEER BREE BERE BHFE
% RMB’000 RMB’000 RMB’000
AREFT ARETT ARETT

At 31 December 2023 R-Z-=%+-A=t-H
Within 1 month —fHAR 0.27 46,904 (128) 46,776
Over 1 month but within 3 months BR—EABIR=MEA 0.96 10,994 (106) 10,888
Over 3 months but within 1 year BBR=EAEIR—F 6.73 10,181 (685) 9,496
Over 1 year HBB—F 100 2,599 (2,599) -
70,678 (3,518) 67,160

At 31 December 2022 R-Z-_—%+-A=t+-H
Within 1 month —f@AR 0.21 35,704 (75) 35,629
Over 1 month but within 3 months HBB—EABEIR=MEA 0.99 9,757 (97) 9,660
Over 3 months but within 1 year BA=ERAEIR—F 3.79 1,768 (67) 1,701
Over 1 year BR—F 78.3 3,317 (2,597) 720
50,546 (2,836) 47,710
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(b) Credit risk (Continued)
Trade receivables (Continued)

Movements in the loss allowance account in respect of trade
receivables during the year are as follows:
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(b) FERR(F)
EZEWHE (F)

RMB’'000 RMB’000

ARETFT AREF

Balance at 1 January R—A—BH#&EH 2,836 3,673
Provision for/(reversal of) impairment losses recognised FRERNAEBERE/ (BE) (F:9)

during the year (Note 9) 682 (837)

Balance at 31 December R+-A=1+—BH&sH 3,518 2,836

(c) Liquidity risk

The Group has net current liabilities of approximately RMB158,136,000
as at 31 December 2023. Besides, the Group's total current bank
borrowings and other borrowings as at 31 December 2023 amounted
to approximately RMB123,362,000 in aggregate, while its cash
and cash equivalents amounted fo approximately RMB38,178,000
on the same date. Management closely monitors the Group'’s
financial performance and liquidity position. A number of measures
have been put in place by management to improve the financial
position and alleviate the liquidity pressure. As at the date when
these consolidated financial statements were authorised for
issue, the Group had unutilised banking facilities of approximately
RMB37.867,000 and obtained a letter of intent from a licensed
financial institution to provide a line of credit of HK$250,000,000
(equivalent to approximately RMB226,555,000) to the Group. Also, Mr.
Ernest Chen, the controlling shareholder and an executive director,
has undertaken to provide confinuing financial support in order to
mainfain the Group as a going concern.

Taking into account the unutilised banking facilities and financial
support provided by Mr. Ernest Chen and after assessing the Group's
current and future cash flow position, the directors of the Company
are safisfied the Group will be able to meeft its financial obligation
when they fall due.

Liquidity risk relates to the risk that the Group will not be able to
meet obligations associated with its financial liabilities. The Group
is exposed to liquidity risk in respect of settflement of trade and bills
payables, accruals and other payables, other borrowings, lease
liabilities, bank borrowings and also in respect of its cash flow
management. The Group's objective is to maintain an appropriate
level of liquid assets and committed lines of funding fo meet its
liquidity requirements in the short and longer term.
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S MR (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2023 HE—FE-_=—Ff-_A=1—HIFE

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES 32. MKEKBEEREMIAZNFE(H)
OF FINANCIAL INSTRUMENTS (CONTINUED)

(c) Liquidity risk (Continued) (c) RBESRAK (&)

The maturity profile of the Group's non-derivative financial liabilities AEBREREFHANZIETESREBEERNEHREL

at each reporting period, based on the contracted undiscounted WA B BB RN

payments, is as follows:

Total Within Over Over
contractual 1 year 1 year but 2 years but
Carrying  undiscounted oron within within Over

amount cash flow demand 2 years 5 years 5 years
SARER -£R BE-f BEME

BEE RERELE FRER BORmE BHREE BRLE

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB’000

AEBRFL ABEFL AEREFL AEBRFL AEBEFR AEBEFL

As at 31 December 2023 RZBZZE+ZA=1-H
Trade and bills payables, accruals and payables  EZRZREMZE  BHEAR
ApERE 274,840 274,840 274,840 - - -
Lease liabilities E8fE 10,611 18,953 2,160 1,633 3479 11,681
Bank borrowings R 192,018 211,487 117,304 129 59,073 22319
Other borrowings Afpia3 28,169 30,312 14,249 13,401 2,662 -
505,638 535,792 408,553 28,025 65,214 34,000
As at 31 December 2022 KRB ZE+ZA=1-H
Trade and bills payables, accruals and payables  E5REBEMTE B ERR
EfENE 242249 242,249 242,249 - S S
Lease liabilities HEERE 17,801 27,003 8,261 2,429 3,452 12,861
Bank borrowings FIER 222,489 245,815 148,978 29,409 34,320 33,108
Other borrowings EffER 3,583 3,693 3,493 - - -
486,122 518,760 403,181 31,838 37,772 45969
(d) Fair values of financial instruments (d) ¢@RMIAZATHE
Financial instruments are measured at amortised cost. The carrying EMITARBHERAAE RTE_ZFR-_T -
amounts of these financial instruments are not materially different +ZA=+—HB ZELRMIAZEREHEAAFTEL
from their fair values as at 31 December 2023 and 2022. MEARER -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

33. CAPITAL RISK MANAGEMENT

The Group's objectives of managing capital are to safeguard the
Group's ability to continue as a going concern in order to provide
returns to the shareholders and benefits for other stakeholders to
maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to the shareholders, refurn
capital fo the shareholders, issue new shares or sell assets to reduce
debts. No changes in the objectives, policies or processes for
managing capital were made during the year.

The capital structure of the Group consists of net debt, which
included bank borrowings, other borrowings and net of cash and
cash equivalents, as disclosed in Notes 22, 23 and 19 respectively,
and equity attributable to owners of the Company, comprising share
capital and reserves disclosed in the consolidated statement of
financial position.

34. CASH FLOW INFORMATION

The table below details changes in the Group's liabilities from
financing activities, including both cash and non-cash changes.
Liabilities arising from financing activities are liabilities for which cash
flows were, or future cash flows will be, classified in the Group's
consolidated statement of cash flows as cash flows from financing
activities:
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023 BE-_FE_—F+_HA=+—HIFFE
34. CASH FLOW INFORMATION (CONTINUED) 4. REREBER (F)
Amount
due to Lease Bank Other
a director liabilities borrowings borrowings
Ef—=%
ESNAE HEAE BITHER
RMB’000 RMB’000 RMB’000 RMB’000
AREFT ARETFT AREETT ARETT
(note 20(iv)) (note 21) (note 22) (note 23)
(FEF20(iv)) (MEE21) (H&22) (Fft&F23)
Balance at 1 January 2022 RZEZZF—R—Bz#&# - 24,698 149,272 23,750
Changes from financing cash flows: HEREREZED
Proceeds from bank borrowings RITERZFAERIE = = 195,182 =
Repayment of bank borrowings EERITER - - (121,965) -
Repayment of other borrowings R HMER - - - (20,167)
Advance from a director —REEZBN 5,000 - - -
Interest paid on bank borrowings ERRITERME - - (10,661) -
Interest paid on other borrowings BT A fE SA S - - - (1,122)
Capital element of lease rentals paid EfffigzAe#5 - (7,252) - -
Interest element of lease rentals paid ENEEZFIEHS - (1,394) - -
Net change from financing cash flows REREREZEEFHE 5,000 (8,646) 62,556 (21,289)
Other changes: Hin2%) :
Interest on bank borrowings BRITERZHE = = 10,661 =
Interest on other borrowings HAfE A 8 - = = 1,122
Additions fo lease liabilities HEGEEM - 344 = =
Interest on lease liabilities HEERTE - 1,394 - -
Exchange alignment I K A% - 1 - -
Total other changes Higshazm - 1,749 10,661 1,122
Balance at 31 December 2022 RIBZZE+ZA=+—HAZEH 5,000 17,801 222,489 3,583
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

34. CASH FLOW INFORMATION (CONTINUED)

e SRR (&)

4. BE

BEr—F-—=

/)

REEHR (H)

Ft-A=+—HIFFE

Amount
due to Lease Bank Other
a director liabilities borrowings borrowings
Ef—%
ESNAE HEAE BITER Hiti g5
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT AREFT AEETT ARETT
(note 20(iv)) (note 21) (note 22) (note 23)
(FEF20(iv)) (FHEF21) (HEF22) (H&E23)
Balance at 1 January 2023 RZEZ=F—R—Bz#&# 5,000 17,801 222,489 3,583
Changes from financing cash flows: REREREZE
Proceeds from bank borrowings BITERZFEHE - - 166,626 =
Repayment of bank borrowings EERITER - - (197,097) -
Proceeds from other borrowings HifE 2 850 - - - 38,300
Repayment of other borrowings BEEMER - - - (13,713)
Repayment to a director m—ZEZEREFE (5,000) - - -
Interest paid on bank borrowings BRHRITEHF & - = (9.505) =
Interest paid on other borrowings B At 3 F 2 - = = (2.467)
Capital element of lease rentals paid BfEEzAEHH - (9,013) - -
Interest element of lease rentals paid EHEZFERD - (707) - -
Net change from financing cash flows RERSREZEDTE (5,000) (9,720) (39,976) 22,120
Other changes: Hip &g :
Interest on bank borrowings BITERZHE - - 9,505 -
Interest on other borrowings HibfEF 8 - - - 2,467
Additions to lease liabilities HEREEM - 1,822 - -
Interest on lease liabilities HEEEFS - 707 - -
Exchange alignment iE 5 AT - 2 - -
Total other changes HiEELm - 2,531 9,505 2,467
Balance at 31 December 2023 RZBZ=F£+-A=1t-A2&H - 10,612 192,018 28,170
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2023

35. CONTINGENT LIABILITIES

On 20 October 2022, LT EHREZETEER A F filed a civil litigation
claim against Guangdong Sanvo for the settlement of the expansion
project sum of RMB20,087,816 (including project sum and damages)
for the Zhongshan Project as mentioned in Note 28. During the
construction period, Guangdong Sanvo was in the process of
inspection and checkup, and discovered that there were various
performance non-compliance issues in design and serious quality
issues (including but not limited to steel bars, internal walls, external
walls, structural walls, roads, etc.), and therefore filed a counter-
lawsuit in the amount of RMB28,128,984 (including compensation,
damages, operating losses, etc.) on the date of first trial on 21
November 2022.

A quadlified independent third party institution, which was randomly
assigned by the system on the qualified list of the court, conducted
a quality appraisal and submitted a report (the "“Inspection Report”)
to the court on 5 July 2023, which proved that the project did have
serious quality issues. The court is currently evaluating the case and
preparing for subsequent trial. Given that the Inspection Report
confirmed that there are serious quality issues in the consfruction,
therefore the Board is of the view that no provision is necessary at
this stage, and the project does not affect the daily production and
operation of the Group.
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35. FREE
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2023

36. STATEMENT OF FINANCIAL POSITION OF THE

COMPANY

e SRR (&)

Br—F-—=—F+-A=+—HIFEF

36. ARTZMBRRE

Note RMB’000 RMB'000
fiE ARETFT AREFT
ASSETS AND LIABILITIES BERERE
Non-current assets ERBEE
Investment in subsidiaries RIBAR Z&KE 3,449 3,449
Amounts due from subsidiaries AU EUNGIE S 53,654 58,395
57,103 61,844
Current assets RBEE
Other receivables and prepayments Hi e W e RN SR 141 136
Cash and cash equivalents RBeRBALEEY 169 700
310 836
Current liabilities RBAE
Accruals 5T E 2,018 1,247
Amount due to a director ER—2ES25E 568 560
2,586 1,807
Net current liabilities REEEFE (2.278) (971)
Net assets EEFE 54,827 40,873
CAPITAL AND RESERVES BARRE
Share capital A 4,184 3,792
Reserves A 27 50,643 57,081
Total equity BEAR 54,827 60,873

The statement of financial position of the Company were approved
and authorised for issue by the Board of Directors of the Company
on 28 March 2024 and are signed on its behalf by:

AATHBRAARER _E-_NE=A -+ \HHAK
RRAZEZCHAETRERM  TAHATALTRRESR

Mr. Chen Bingqiang Mr. Ng Cheuk Lun

BRIA 58 St & REfmiE
Director Director
EF EF
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AUDIT COMMITTEE

The Company established an audit committee (the "Audit Committee”) on 13
December 2019 in compliance with the requirements under the Listing Rules. The
primary duties of the Audit Committee are, among other things, to review and
supervise our financial reporting process and internal control system, nominate and
monitor external auditors and to provide advice and comments to the Board on
matters related to corporate governance.

The annual results of the Company for the year ended 31 December 2023 have
been reviewed by the Audit Committee which is of the view that the annual
results of the Company for the year ended 31 December 2023 are prepared in
accordance with applicable accounting standards, rules and regulations and
appropriate disclosures have been duly made.

As at the date of this announcement, the Audit Committee consisted of three
independent non-executive Directors, namely Mr. Yeung Chun Yue David, Ir. Daniel
Lai and Mr. Xu Kai. Mr. Yeung Chun Yue David currently serves as the chairman of
the Audit Committee.

PUBLICATION OF ANNUAL RESULTS ANNOUNCEMENT AND ANNUAL REPORT

This announcement is published on the websites of the Stock Exchange at www.
hkexnews.hk and the Company at www.sanvo.com, respectively. The annual report
of the Company for the year ended 31 December 2023 will be despatched to our
shareholders and published on the aforesaid websites in due course.

By Order of the Board
SANVO Fine Chemicals Group Limited
Chen Bingqiang
Chairman

Hong Kong, 28 March 2024
As at the date of this announcement, the executive Directors are Mr. Chen

Binggiang and Mr. Ng Cheuk Lun; and the independent non-executive Directors are
Ir. Daniel Lai, Mr. Xu Kai and Mr. Yeung Chun Yue David.



