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MAIN OPERATIONAL STRUCTURE

As at 27 March 2024
RZFZpmFE=H=++H

—
Cosmos Machinery
Enterprises Limited
REHHEEERAT
A
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Machinery Manufacturing
Business

e 3

Machinery Leasing
Business

WHEEREK

Plastic Products Processing
and Manufacturing Business

EBRRZMIRREER

Printed Circuit Boards
Trading Business

EN Rl AR BRAR 2 B 5 3£ 55

Industrial Consumables
Trading Business

IREEMZERREK

Manufacturing of
Injection Molding Machines

B BUE R TS

Manufacturing of Extrusion Lines,
Rubber Injection Molding Machines
and Hydraulic Press

PRI - ARBIE SRR K B < SUERTS

WELLTEL
Donghua Machinery Ltd.

RERMARAR
(Dongguan, the PRC 15 » &%)

WELLTEL
Cosmos Machinery Technology (Jiangsu) Co., Ltd.
RABHEHR(TE) AR LR
(Jiangsu, the PRC B - JT%)

DEKUMA

Dekuma Rubber and Plastic Technology (Dongguan) Limited

ERIEG R (R5) AR A A
(Dongguan, the PRC A3 + &5x)

\_

Huixin Leasing (Shenzhen) Co., Ltd.*
EERERERINERAR .‘:‘
(Shenzhen, the PRC R &l - F3I)

Processing of Plastic Food Packaging

( RMPBREE 2 INTEK

Processing of Plastic Components

for Home Appliances

RELBHECEN Z T X

Manufacturing of

| Mannequins and Display Items

NBBIEAS 52 R R BB 2 BUE TS

* For identification purposes only

Note: The details of the shareholding of each subsidiary held by the
Company or its subsidiaries, please refer to note 42 to the
consolidated financial statements.

Karmay Plastic Products (Zhuhai) Co., Ltd.*

EEERAREE)BRAR E
(Zhuhai, the PRC R El * 25/8)
Cosmos Grand Plastics Co., Ltd.

ARAREREEERAR Sﬁw,ﬁ

(Hefei, the PRC A& - &E) “osmos pLasTks

Dongguan Cosmos Plastic Products Co., Ltd.*

RRARZHERARAF lx Poshk
(Dongguan, the PRC # & » E22) e
KFE Hong Kong Co., Limited
= S EBARAR @

(Hong Kong &%)

Melco Industrial Supplies Company Limited
ERIEBEMERAF
(Hong Kong &78) shootant

o

Guangzhou Melco Industrial Supplies Co., Ltd.
BMNTmESIEEMERAR
(Guangzhou, the PRC F18 + E/1) sice 1971

o

Melco Industrial Supplies (Shanghai) Co., Ltd.*
EpIEEM(LB)ERAT
(Shanghai, the PRC 1 E » &) snooto71

o

* MR

Wiz AERBREMBRARDFAZWNBERBR
RIS F2RGEEMBRARM EE42
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CHAIRMAN'S STATEMENT
ETE®E

During the year, the traditional industrial market has continued
its weak posture since last year. Despite a decline in the inflation
rate in the US, but the target of the Federal Reserve was not
attained, thus interest rates remain high. In addition, Russia-
Ukraine conflicts show no signs of easing, and Israel-Palestine
conflicts ignited suddenly. The ongoing international geopolitical
tensions have led to the turbulence of the global environment,
severely dampened the stability of international trade and the
global supply chain, thereby further hindered economic growth.

Numerous manufacturing enterprises, especially those that rely on
the United States market, are under pressure from a series of the
United States targeted policies toward China. They are engaging
in “China + N” strategy, shifting their operations from China to
ASEAN, Mexico and elsewhere. As such, this industrial relocation
results in a reduction in demand in the domestic market.

After the lifting of pandemic restrictions, the China market did
not significantly recover from output levels during the pandemic.
The stagnant real estate market dampened its related industries.
Many enterprises chased orders by dropping their selling prices.
In retrospect of the year, the market competition was intense and
challenging.

However, the Group did not implement staff cutbacks during
the challenging time, alternatively, ramped up our investments,
including upgrade in production equipment and environmental
facilities, talent recruitment and ongoing staff training, research
and development, innovation, as well as enhancement of our
digital management and marketing systems. The Group has
further focused on meeting the sophisticated needs for specific
industries and offering related products and services through
continuous research and development. In the intense competitive
market, certain achievements that we have attained are
attributable to our effort in helping customers to enhance their
quality and efficiency.

The printed circuit boards processing business recorded losses
in the past few years due to a combination of unfavourable
scenarios and a simple processing model for this business. The
Group had previously made great efforts to turnaround from
loss into profit but did not achieve desired results. This business
was eventually disposed of at discount, but it was still a mutually
beneficial solution that allowed the Group to significantly reduce
massive cash outflow arising from lawful cessation of business.
Meanwhile, the Group does not hold an optimistic view of the
profit prospects for the printed circuit boards trading business, an
impairment loss of the carrying value of goodwill of this business
was recognized in the year to reflect its actual asset value. Thus,
the Group recorded a loss for the year due to the adjustment of
these businesses.
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The global economic environment is unpredictable and
unpromising. The international geopolitical situation will continue
to be complex and subject to the impact of various elections. The
United States’ continued provocation of China and other major
adversaries on certain issues, such as politics, finance, technology
and military affairs, introduces more uncertainty into the global
economy.

Our teams take an attitude for our betterment to navigate the
challenging operating environment. The Group will maintain a
stable cash flow, focus on research and development, adhere
to environmental requirements, and continuously enhance
operations management and product digitization. Moreover,
we provide producer services and ensure customer satisfaction
while advocating lean manufacturing and strictly controlling our
quality. We focus on increasing the value of our products and
enhancing the quality of our service rather than engaging in price
competition. Meanwhile, the Group had a business expansion
plan for the year.

| believe that the Group can make remarkable achievement
under the challenging market condition. | am encouraged by my
colleagues’ continuous improvement, and firmly believe that, we
will achieve even better results in the coming year. | would like to
sincerely express my thankfulness to all Directors for their advice,
guidance and support.

CHAIRMAN'S STATEMENT (CONTINUED)
ERHBE (F)
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEWL R D

RESULTS SUMMARY EXERE
2023 2022
ZEZE —_=__
HK$’000 HK$'000 Change
FHET F#T #8)
Revenue A 2,176,900 2,339,898 -7.0%
Gross profit E A 369,665 372,304 -0.7%
Operating profit 4 T 4,743 29,758 -84.1%
(Loss)/profit for the year FE (BB J5F (59,515) 18,837 N/A 73
FINANCIAL RESULTS Mg EE
Revenue WA

The revenue of the Group for the year ended 31 December 2023
was approximately HK$2,176,900,000 (2022: approximately
HK$2,339,898,000), a decrease of 7.0% as compared with
last year, which was mainly due to the stagnant manufacturing
demands in China and globally and subdued consumer
confidence caused by weak global economic recovery. This led
to a decrease in sales in most of the business segments of the
Group.

Gross profit

For the years ended 31 December 2023 and 2022, the gross
profit of the Group amounted to approximately HK$369,665,000
and HK$372,304,000 with gross profit margin of 17.0% and
15.9%), respectively. The gross profit margin of the Group
increased as compared with last year, which was caused by
reducing labour costs and exploring lower-cost raw materials.

Loss for the year

The net loss of the Group for the year ended 31 December
2023 was approximately HK$59,515,000 (2022: net profit of
approximately HK$18,837,000). The turnaround from profit to
loss was primarily due to a non-recurring loss recorded on the
disposals of two indirectly non-wholly-owned subsidiaries of the
Company and the recognition of an impairment loss of goodwill.

Other income, gain and loss

The net of other income, gain and loss of the Group for the year
ended 31 December 2023 was approximately HK$18,017,000
(2022: approximately HK$23,161,000), a decrease of 22.2% as
compared with last year. The impact of currency fluctuations
during the year presented a challenge, the Group recorded a net
exchange loss of approximately HK$2,162,000 for the year ended
31 December 2023 (2022: net exchange gain of approximately
HK$5,647,000).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Selling and distribution costs

For the year ended 31 December 2023, the selling and distribution
costs of the Group was approximately HK$162,771,000 (2022:
approximately HK$170,462,000), and the selling and distribution
costs to revenue was approximately 7.5%, which was similar to
last year.

Administrative expenses

The administrative expenses of the Group for the year ended
31 December 2023 was approximately HK$191,068,000 (2022:
approximately HK$195,245,000), which was similar to last year
due to the implementation of effective cost measures by the
Group.

Finance costs

The finance costs of the Group for the year ended 31 December
2023 was approximately HK$16,549,000 (2022: approximately
HK$13,415,000), an increase of 23.4% as compared with last
year. The Group beared higher effective interest rate due to the
latest rate hike cycle, which led to an increase in finance costs.

BUSINESS REVIEW
Machinery Manufacturing Business

The injection molding machine (“IMM") manufacturing business
recorded a slight drop in sales for the year while competing in
challenging conditions within the IMM industry. In contrast to
popular beliefs at the time of reopening of pandemic restrictions
in China, overall economic consumptions and manufacturing
production did not significantly rebound from suppressed levels
during the pandemic. A portion of export orders and related
investments across a wide spectrum of industries exited China
due to geopolitical pressures. The ongoing weakness in China’s
real estate sector dampened demands for infrastructures,
furnishings, household appliances, and other consumer products.
Generally, there is consensus within China’s industrial sectors
that the “excess-capacity” phenomenon will continue to pressure
pricings and investment sentiments. Competition within the
IMM industry continued to intensify, with market players big
and small, chasing new machinery orders, mostly competing on
low pricings and fast deliveries. Consequently, our sales of small
and medium-sized standard machines dropped from previous
levels in China. However, our export sales fared better as a slight
growth was achieved, amid weak global demands hampered by
low global economic growth, high energy costs, and fluctuating
foreign currencies.

EEEWLK D (&)
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEEWMLR 2 ()

Despite the drop in sales of our standard machines due to
unfavourable market sentiments and intense competition, sales
of our industry-specific customized solutions for consumer
packaging continued to grow, especially our Polyethylene
Terephthalate (PET) preform applications machine series. The
D-series all-electric machine solution achieved our sales targets.
Customers, especially those in the medical applications industry,
are satisfied with its precision, stability, and much reduced
energy usage. Ramping up sales of our all-electric machine series
will be one of our major strategic focuses in the coming years.
Furthermore, orders from household appliance and automotive
customers rebounded from previous depressed levels, resulting in
increased sales of large-sized two-platen machines.

Upcoming product developments will cover two main themes —
reduced energy consumption and further specialized industries
tailored applications. The new and upcoming standard machine
series, with clamping force up to 3,000 tons, will be equipped
with cost-competitive and highly energy-efficient injection units.
Building on top of our stronghold of industry-specific solutions,
such as PVC, PET, Sec (high-speed), D and HD series, our research
and development teams will develop enhanced machine features
tailored for specific industries’ sophisticated needs, as well as
turnkey solutions to help customers achieve specified product
quality, production efficiencies, automation, and packaging
solutions. These solutions will be integrated and set up by us, to
speed up customers’ time to market, and they can fully rely on
our professional injection molding know-how.

This business will continue to leverage our self-developed smart
digital platform “iSee 4.0” to help customers monitor and
manage their factory workshops with reliable digital solutions.
With over ten years of development, our “iSee 4.0” continues
to attract and retain active users, and it provides value to our
customers by offering a customized Manufacturing Execution
System (MES) if they desire to engage our top-end fully
customized option.

The Capex from the previous years was fully online, such
as Computer Numerical Control (CNC) machining centers,
fully automated welding production lines and solar panels.
Investments in this business for the upcoming year will focus
on “soft assets”, such as talent recruitment, staff training,
research and development, marketing resources, strengthening
our sales network domestically and overseas, and integrating
additional digital system modules, such as Customer Relationship
Management (CRM), Advanced Planning and Scheduling (APS),
Warehouse Management System (WMS) and Product Lifecycle
Management (PLM).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

For the extrusion and rubber injection molding machines and
hydraulic presses manufacturing business, it achieved a slight
growth in sales turnover and an improved profitability compared
to the previous year. Despite operating in similar challenging
market conditions as mentioned above, this business managed
to obtain and deliver sizable orders in the second half of the
year. With our continuous efforts to solve customers’ pain
points and achieve technical breakthroughs, sales of our unique
specialty machine solutions, such as rubber track belt machines,
and automotive multi-layer nylon pipes extrusion lines, recorded
strong growth and profitability. After experiencing numerous
delayed deliveries requested by customers due to economic
uncertainties in the earlier part of the year, this business
successfully completed a large portion of such orders during the
second half of the year.

Export sales grew to the desired targeted level as this business
invested heavily in resources and efforts in our overseas sales
network, innovative marketing campaigns, and most importantly,
upgrading our product quality and attention to details that
differentiate us from other China-manufactured machines. This
business continued to ramp up efforts to innovate, striving to
enhance customer value in the areas of customized automation,
reliability, and precision closer to high-end European industry
peers, and user experience. The management team believes
that in addition to customers being satisfied with our machines’
superb technical performance, our dedication to fast response
in terms of technical consultations and after-sales support can
further highlight our edge compared to industry peers.

Upcoming highlights of product research and development
include ultra-large-sized rubber track belt machines, high-speed
rubber track belt machines, automated and highly efficient
telecommunication fiber optic conduit production lines, multi-
layer composite automotive corrugated pipe production lines,
and others.

The Group supports this business's continuous investments in
research and development, internal management excellence
improvements, as well as talent development. This business will
further devote resources and efforts on brand building as well
as corporate culture refinement, to help drive sustainable high
growth in the coming years.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEEWMLR 2 ()

Machinery Leasing Business

The machinery leasing business has been developed for several
years in our machinery manufacturing business, in order to liaise
and provide financing to our own customers. As the demand of
finance leasing in China increased rapidly in the past few years,
the Group has also expanded into the machinery finance leasing
business for third-party machinery. The Group has implemented
strict and comprehensive internal controls for this business.
The size of this business is being carefully monitored based on
management decisions. The prospects of this business in the
upcoming years are cautiously optimistic.

Plastic Products Processing and Manufacturing Business

The plastic processing plant for food packaging in Zhuhai
recorded a slight drop in sales compared to the previous year.
Sales of our dairy packaging products to our core customer
remained stable with a sizable volume. Another key customer
in the health supplement industry ramped up marketing efforts
and drove up sales of their products, boosted our sales in this
niche market segment. However, export sales dropped slightly
given that high inflation and reduced demands for confectionary
affected our overseas customers’ orders.

As this business focuses on packaging solutions for Chinese
infant and baby formula dairy products, the demographic trend
of negative population growth in China is potentially challenging.
Our management team will closely cooperate with key customers
to diversify into other niche market segments, such as dairy and
health supplements products for adults and the elderly.

Our engineering, design, and marketing teams continued their
efforts to provide innovative designs and product development
services to customers. Close partnership with customers on future
product development with attractive and functional designs is
crucial as value-added competence that differentiates us from
competitors. Innovative and multi-channels marketing initiatives
are gradually bearing fruit as numerous new customers, both
domestic and overseas, have placed orders with us.

For the upcoming year, in addition to launching new features on
the Group developed “iSee” MES, this business would collaborate
with our IMM team to launch tailor-made features on the “iSee”
MES to provide a more advanced and convenient service to the
users, as well as integrate a new enterprise system to further
raise productivity and management effectiveness, creating greater
value for our customers.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Expansion plan in Northern China is shifting into the crucial
preparation stage. Much work has already begun, such as
detailed factory layout planning, automated production systems
planning, administration and relevant licence applications.

The plastic component processing plant for household appliances
in Hefei managed to capture growth in sales despite operating
in a challenging market for household appliances. The housing
market in China has yet to substantially recover, thus reducing
demands for household appliances. However, due to this
business's long-term efforts to raise quality, reduce marginal
production costs, and overall superb lean manufacturing
improvements, it successfully obtained high volume orders in the
second half of the year in an otherwise cutthroat competitive
environment.

Our management team worked tirelessly to obtain new projects,
especially those with export specifications and higher-end models.
They achieved further improvements in quality and production
efficiency as customers enforced strict quality assurance measures
and penalties on defective items. A number of in-house designed
customized automation processes reduced manual labour
requirements and defect rates simultaneously.

While sales volume for the household appliance industry is
forecasted to remain under pressure, higher-end export models
with strict quality requirements have the potential to grow. The
management team will further focus on lean manufacturing
innovations to increase production efficiencies and to raise
quality standards. The Group supports investments in automation
equipment to further reduce direct labour costs, and additional
digital systems to aid agile management responses. Meanwhile,
this business will continue to focus on maintaining a healthy
operating cash flow for the ongoing stable development.

The blow molded mannequins production plant in Dongguan
continued to achieve steady growth in sales and profitability
despite weak retail sales performance in European markets and
elsewhere globally. Strict environment protection regulations
on limiting spray-painted surface finishing and mandating
recyclable materials be used in display mannequins, helped drive
our customers to strengthening cooperation with this business.
Additionally, our key customers in the sporting goods retail
and fashion retail industries are highly satisfied with our top-
class quality, fast “concept to production” response time, and
reasonable price.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEEWMLR 2 ()

This business has successfully developed new projects with
a renowned global sporting goods brand, and these projects
should further propel our growth in the coming years. Other
engagements with potential new customers are on-going, and
this business is optimistic that such efforts can further diversify
our customer base.

For the upcoming vyear, this business will focus on reducing
the carbon footprints of its production to meet customers’
requirements, such as the use of recycled resins and lowering
energy consumption. Moreover, ongoing continuous
improvements on mold and product designs aim to further
reduce mold set-up costs and minimum order quantity (MOQ)
requirements, in order to help drive up sales orders.

Printed Circuit Boards (“PCB") Processing and Trading
Business

The PCB processing business recorded a significant decrease in
revenue and a notable operating loss in last two years due to a
combination of unfavourable scenarios. Its financial performance
has not improved since 2022 and the business remained sceptical
of a quick turnaround. During 2023, the Group has decided
against any restructuring action for the going concern issue in
this business. On 16 October 2023, the Group agreed to sell
the entire share capital of GB HK and the entire equity interest
in GB Shenzhen to Purchaser | and Purchaser Il respectively,
at the respective consideration of HK$1 and approximately
RMB 137,000,000, subject to the Price Adjustment. The Disposals
represented an opportunity for the Group to exit this business in
view of difficult and challenging circumstances, and would allow
the Group to focus its resources on other business segments
with more potential for positive cash flow, thereby enhancing
the Group’s financial position. For details of the Disposals, please
refer to the circular of the Company dated 24 November 2023
(the “Circular”). Unless otherwise specified, capitalised terms
used in this annual report shall have the same meanings as those
defined in the Circular.

The PCB trading business recorded a stable sales turnover
compared to last year, but profitability decreased as a result of an
overall weak markets for office automation equipment, consumer
electronics and automotive industries, as well as intense
competition that impacted our pricing power. Orders from one
of our major customers in the office automation equipment
industry are seen to shift production to South East Asian regions,
which will likely impact our sales next year. Other end customers,
namely Japanese automotive and electronics brands, are likely to
keep reducing sourcing from us in the coming years.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

In response, this business will continue to develop new
customers and projects striving to maintain sales volume.
Supplier management and development will be key actions next
year in order to uphold high-quality standards while seeking
competitive prices. Traditional market development channels,
such as exhibitions, will be under review to gauge their cost and
benefits to optimize resources allocation and enhance market
development efficiency.

Overall, the market landscape next year for this business is
expected to be challenging. The trend among large global
corporations, which previously sourced components from China,
are engaging in “China + N” sourcing strategy, and developing
new suppliers outside China. Weak global economic growth and
recovery are keeping demands for PCB low, while intensifying
pricing competition with industry peers.

Industrial Consumables Trading Business

The industrial consumables trading business recorded a slight
drop in sales turnover and a reduction in profitability compared
to the previous year. Customers across numerous industry
segments placed fewer orders as the anticipated recovery in the
overall manufacturing sectors did not materialize after the lifting
of pandemic restrictions. Customers anchored in industries,
such as machinery, electronics and appliances, semi-conductors,
elevators and infrastructure, displayed visible weakness and a less
optimistic outlook for short-term recovery. Lower-than-expected
economic growth in most of manufacturing sectors in China
was explained by the stagnant real estate market, which in turn
impacted the related industries and hampered overall consumer
confidence. Export orders across most industries experienced
a sharp decline caused mostly by geopolitical tensions, which
shifted a large portion of global sourcing away from China to
its neighbouring countries. In addition, a weak global economic
recovery also served as a hindrance to growth.

Sales of our imported components, namely servo systems
and specialized steel material products, suffered as customers
continued to source domestically for alternatives for cost reasons
and to shorten delivery lead times. The year-long depreciation of
the RMB severely affected customers’ sourcing costs for imported
products.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEEWMLR 2 ()

Despite the overall challenging operating conditions, projects
with customers in certain industries, such as lithium batteries,
renewable energy, electric vehicles, robotics and medical devices,
achieved relatively robust sales turnover and experienced growth
in some specific cases. These orders for motion and drive
solutions, specialized steel material products and specialized
fastener assemblies, offset declines in other customer groups.
Customers in the automotive and household appliance industries
displayed a sales rebound from previous low levels, but it is
uncertain whether this trend will sustain in the longer term. The
presence of over-capacity in most of manufacturing sectors in
China is a major cause for concern moving forward. Moreover,
it is alarming to note that over-capacity in vibrant industries,
such as lithium batteries and renewable energy, may also signal
low growth, pricing competition, and longer payment terms.
This business will be highly sensitive to control risks within these
customer groups and adjust our strategy to respond to potential
risks in a timely manner.

To counter the negative operating environment, this business
segment will focus on deploying resources and efforts in the
following areas. It will continue to foster closer cooperation
with existing suppliers to co-develop customized solutions, as
well as create new partnerships with domestic suppliers across
our major product lines. The new sales office and warehouse in
Vietnam are being set up and expected to become operational
in the coming year, serving our customers’ supply chain needs,
who partially migrated their productions to South East Asia in
recent years. Talent recruitment and development will continue in
order to strengthen our sales network and enhance our technical
integration capabilities.

Subsequent Events

There is no material event after the end of the reporting period.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2023, the Group's total outstanding bank
borrowings amounted to approximately HK$234,598,000
(31 December 2022: approximately HK$227,595,000), which
comprised mainly bank loans and trade finance facilities. The
bank borrowings repayable within one year, in the first to
second year and in the second to the fifth year amounted
to approximately HK$229,358,000, HK$1,600,000 and
HK$3,640,000, respectively (31 December 2022: approximately
HK$225,127,000, HK$2,468,000 and HK$0, respectively).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

After including lease liabilities of approximately HK$8,923,000
(31 December 2022: approximately HK$40,704,000) and
deducting cash and bank balances and bank time deposit
of approximately HK$660,468,000 (31 December 2022:
approximately HK$560,913,000), the Group’s net cash amounted
to approximately HK$416,947,000 (31 December 2022:
approximately HK$292,614,000). Total equity attributable to
equity shareholders of the Company as at 31 December 2023
was approximately HK$1,271,722,000 (31 December 2022:
approximately HK$1,322,122,000).

The gearing ratio of the Group is measured as a total of bank
indebtedness and lease liabilities less cash and bank balances and
bank time deposit divided by net assets. The Group had a net
cash position as at 31 December 2023 and 2022. As a result, no
gearing ratio was presented.

The Group's financial statements are presented in Hong Kong
dollars. The Group carried out its business transactions mainly in
Hong Kong dollars, Renminbi, United States dollars and Japanese
Yen. As the Hong Kong dollar remained pegged to the United
States dollar, there was no material exchange risk in this respect.
The Group continues monitoring its foreign exchange exposure
in Japanese Yen and Renminbi, and enters into forward contracts
when necessary. The Group’s long-term bank loans were
denominated mainly in Hong Kong dollars and carried interest
at floating rates. Credit risk was hedged mainly through credit
insurance.

MATERIAL ACQUISITION AND DISPOSAL

Save as the Disposals disclosed in the heading of “Business
Review” of this section and note 39 to the consolidated financial
statements, there were no other material acquisitions and
disposals by the Group during the year ended 31 December
2023.

CAPITAL STRUCTURE

There was no change in the total number of issued Shares for
the year ended 31 December 2023. The total number of issued
Shares remained at 861,930,692 shares as at 31 December 2023.

EMPLOYEES, REMUNERATION POLICY AND
TRAINING SCHEME

As at 31 December 2023, the Group had a total of 1,717
employees (31 December 2022: 2,381) located in Hong Kong and
Mainland China, the ratio of women to men in the workforce
was 31:69. Notwithstanding the foregoing, gender diversity for
industrial business segment in which the Group operates may be
less relevant due to the nature of work.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEEWMLR 2 ()

The Group has formulated the remuneration policy of
employees. The remuneration of employees is based on their
qualifications, competence and performance as well as market
trends. Employees’ benefits include retirement benefits, medical
insurance coverage, and various leave entitlements. The Group
reviews the overall remuneration packages, including an element
of discretionary bonuses, annually.

The emoluments of the Directors are determined by the Board
based on the recommendation of the Remuneration Committee
with reference to individual performance, qualifications and
experience of the Directors, the duties and responsibilities of
the Directors in the Company, the Group’s performance and
profitability, remuneration benchmark in the industry and
prevailing market condition.

The Group had provided training programmes or courses for
employees of the Group, including employees at all levels from
different departments in Mainland China and Hong Kong, and
also for Directors, respectively, so as to further enhance their
technical skills, professional skills and knowledge in production,
operation and management.

OUTLOOK AND PROSPECTS

The Group anticipates continued challenges and uncertainties
in our main markets in China. Traditional manufacturing
sectors, such as automotive, household appliances, electronics,
infrastructures and consumer products, are likely to remain
weak, given that cautious consumer spending would hinder
their recovery. Over-capacity in numerous manufacturing sectors
in China will continue to dampen new equipment investment
sentiments, as well as intensify pricing competition among
industry peers. The ongoing stagnant housing market in China
not only hurts consumer confidence, but more importantly,
negatively impacts demands for its related industries such as
raw materials, elevators, furnishings, household appliances,
and others. In addition, geopolitical tension between the US
and China is the new normal for years to come. It stems from
the US desperately trying to maintain its global hegemony and
limiting China’s economic and political rise. The key impact on
enterprises is the ongoing pressure from Western governments
on their companies to reduce sourcing from China, and gradually
shift production to other regions. This trend directly affects
our customers and potential customers who previously directly
exported to the US and Western Europe regions.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

However, the Group believes that, despite a lower economic
growth rate compared to its previous stellar growth, China
remains as a dynamic market with vibrant industries providing
opportunities. Industries, such as electric vehicles, renewable
energy and storage, medical devices and applications, would
likely maintain their relatively higher growth rates. Products
and services provided by our machinery manufacturing and
industrial consumables trading businesses have the potential
to further penetrate these markets. Our customized industry
specialty machine solutions, injection molding machines, rubber
track belt injection molding machines, multi-layer extrusion
lines, fully automated brake-plate hydraulic presses and other
products will be our focus to attract sophisticated customers in
the coming year. Integrated solutions for servo drives, motors
and controls will be the focus of our industrial consumables
trading business, to provide cost-effective integrated technical
solutions. Our machinery manufacturing business will also deploy
more resources to grow our export businesses, as the Group
sees ample opportunities globally. As certain companies shift
production and final assembly away from China, demands for
technically advanced machinery produced in China are still high.
Regions such as South East Asia, South America, Middle East,
and North Africa, have been developing their manufacturing
capabilities in recent years, and have increased demands for
Chinese equipment.

For our plastic products processing business, the Group expects
stable growth going forward. These businesses have strong
long-term customers with a steady demand forecast. Our
key tasks are to optimize production efficiencies and quality,
through upgrading our digital management platforms as well
as automation equipment. The plastic processing plant for food
packaging in Zhuhai will focus resources and efforts on setting
up new production facilities in Northern China.

In order to develop and maintain the Group’s overall
competitiveness, we will continue to invest in research and
development, attract new and young talents, and make capital
expenditures related to the new factory set up in Northern China.
Group-wide strict financial prudence will be our ongoing focus
in order to maintain a healthy cash flow. Quality of accounts
receivables is our priority, as well as maintaining conservative yet
practical banking facilities with our banking partners.
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DIRECTORS AND SENIOR MANAGEMENT’S BIOGRAPHIES

ESEREREEAESHE

EXECUTIVE DIRECTORS

Mr. Tang To, aged 75, was appointed as an executive
Director and the chairman of the Board on 14 July 1988 and
18 September 1997, respectively. He is the chairman of each
of the Nomination Committee and the Committee of Executive
Directors, and a member of the Remuneration Committee. He
also acts as a director of certain subsidiaries of the Company.
On 28 May 2010, he was appointed as the director of Suzhou
Sanguang Science & Technology Co., Ltd., a company listed on
the National Equities Exchange and Quotations and an associate
of the Company. Mr. Tang has over 50 years of experience in
manufacturing and trading businesses. Mr. Tang is the father
of Mr. Tang Yu, Freeman. As at the date of this annual report,
Mr. Tang is a director of certain substantial Shareholders within
the meaning of Part XV of the SFO.

Mr. Tang Yu, Freeman, aged 46, joined the Group in 2006 and
was appointed as an executive Director and chief executive officer
of the Company on 18 March 2011 and 1 July 2013, respectively.
He is a member of each of the Nomination Committee and the
Committee of Executive Directors. He also acts as a director of
certain subsidiaries of the Company. Prior to joining the Group,
Mr. Tang had worked in various commercial banks. Mr. Tang
graduated from The University of Western Ontario in Canada
and holds a Bachelor of Arts degree in Economics and a Diploma
in Financial Planning. Mr. Tang is the son of Mr. Tang To. As at
the date of this annual report, Mr. Tang is a director of certain
substantial Shareholders within the meaning of Part XV of the
SFO.

NON-EXECUTIVE DIRECTOR

Mr. Kan Wai Wah, aged 66, was appointed as a non-executive
Director on 22 May 1998. He is a member of the Audit
Committee. Mr. Kan holds a High Diploma in Accountancy.
Mr. Kan has over 40 years of experience in corporate strategy
and corporate management. Mr. Kan is the son of Ms. Law Kit
Fong, a substantial Shareholder (as defined under the SFO). As
at the date of this annual report, Mr. Kan is a director of certain
substantial Shareholders within the meaning of Part XV of the
SFO.
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DIRECTORS AND SENIOR MANAGEMENT'S BIOGRAPHIES (CONTINUED)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Yeung Shuk Fan, aged 58, was appointed as an
independent non-executive Director on 18 June 2004. She is a
chairman of each of the Audit Committee and Remuneration
Committee, and a member of the Nomination Committee.
Ms. Yeung holds a Master degree in Business Administration.
She is a member of the American Institute of Certified Public
Accountants (AICPA), and an associate member of each of
The Chartered Governance Institute (CGI) and The Hong Kong
Chartered Governance Institute (HKCGI). Ms. Yeung held senior
financial positions in several companies. She has over 30 years of
experience in the finance sector.

Mr. Lam Kwok Ming, aged 60, was appointed as an
independent non-executive Director on 24 November 2022. He
is a member of each of the Audit Committee, the Remuneration
Committee and the Nomination Committee. Mr. Lam holds
a Master of Science in E-commerce for Executives from the
Hong Kong Polytechnic University. He is a member of The Hong
Kong Institute of Certified Public Accountants (HKICPA) and a
fellow of the Institute of Chartered Accountants in England and
Wales (ICAEW). He has over 30 years of experience in finance,
business and management in different sectors. He is currently the
managing director of a plastics and chemicals trading and own
branded personal care products company, Jacobson van den Berg
(Hong Kong) Limited, which is a subsidiary of Chinney Alliance
Group Limited, a company whose shares are listed in the Main
Board of the Stock Exchange (stock code: 385).

Mr. Lee Wai Yip, Alvin, aged 45, was appointed as an
independent non-executive Director on 24 November 2022. He is
the members of each of the Audit Committee, the Remuneration
Committee and the Nomination Committee. Mr. Lee obtained
a Degree of Bachelor of Science in Business Administration
(Management) from San Jose State University in the United
States of America in 2001. He has over 20 years of experience
in the information technology industry. He serves as the chief
executive officer of Armitage Technologies Limited since 2011.
He is currently the chairman of the Information and Software
Industry Association and the chairman of Hong Kong Electronics
& Technologies Association.
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DIRECTORS AND SENIOR MANAGEMENT'S BIOGRAPHIES (CONTINUED)

EERSHEEASHE (H)

SENIOR MANAGEMENT

Mr. Ching Wang Ho, aged 38, joined the Group in 2018. He is
currently the financial controller of the Company. Mr. Ching also
acts as a director and a supervisor of several subsidiaries of the
Company. Mr. Ching has over 10 years of experience in financial
management gained from listed company and international
audit firm. Mr. Ching is a member of the Hong Kong Institute
of Certified Public Accountants (HKICPA). He holds a bachelor’s
degree of Integrated Business Administration from The Chinese
University of Hong Kong.

Mr. Man Chi Fai, Bruno, aged 62, joined the Group in 2013.
He is currently the general manager of certain subsidiaries of the
Company which are engaged in the plastic products processing
and manufacturing business. He also holds directorship in certain
subsidiaries of the Company. Mr. Man holds a Bachelor of Science
(Mechanical) from The University of London and a Master Science
in Engineering (Industrial Management and Manufacturing) from
The University of Hong Kong. He is a member of each of The
Hong Kong Institution of Engineers (HKIE) and The Institution
of Electrical Engineers in the United Kingdom (IEE). He had
worked in various sizeable corporations. He has over 30 years of
experience in plastic injection molding, metals manufacturing,
molds design and manufacturing, manufacturing assembly
process management and project management.

Mr. Ye Yueran, aged 50, joined the Group in 2002. He is
currently the general manager of various subsidiaries of the
Company which are engaged in the extrusion lines, rubber
injection molding machines and hydraulic presses manufacturing
business. He also holds directorship in certain subsidiaries
of the Company. Mr. Ye has over 20 years of experience in
manufacturing of machinery.

Mr. Yip Kar Shun, aged 76, joined the Group in 1994. He is the
managing director of certain subsidiaries of the Company which
are engaged in the printed circuit boards processing and trading
business. He also holds directorship in certain subsidiaries of the
Company. Mr. Yip has over 40 years of experience in electronic
production and management.
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The Board is pleased to submit its report together with the
audited consolidated financial statements for the year ended
31 December 2023.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of the principal subsidiaries of
the Group are set out in note 42 to the consolidated financial
statements. Save as the Disposals and an addition of machinery
leasing business disclosed in the heading of “Business Review”
of the section of “Management Discussion and Analysis” of
this annual report and note 39 to the consolidated financial
statements, there were no other significant changes in the nature
of the Group’s principal activities during the year.

RESULTS

The results of the Group for the year ended 31 December 2023
and the financial position of the Group at that date are set out
in the audited consolidated financial statements on pages 121 to
248.

FINAL DIVIDEND

The Board did not recommend the payment of a final dividend
for the year ended 31 December 2023 (31 December 2022: Nil).

BUSINESS REVIEW

The Group recorded net loss of approximately HK$59,515,000
for the year (2022: net profit of approximately HK$18,837,000).
Further details in respect of the fair review of the Group’s
businesses, please refer to the sections of “Chairman’s
Statement” and “Management Discussion and Analysis” of this
annual report.

PRINCIPAL RISKS AND UNCERTAINTIES

The operational complexities inherent in the Group’s businesses
together with the competitive business environment exposed
to certain notable risks which may affect the Group’s financial
position and business operations. The Group believes that an
effective risk management is critical to achieve our long-term
strategic objectives and enhance the sustainability of value
creation and business growth. The Board has overall responsibility
for the Group’s risk management and internal control systems
and reviewing their effectiveness. The Group recognizes that
adopting a proactive approach and establishing a robust business
management system for risk mitigation must be balanced with a
degree of flexibility. This allows us to safeguard the interests of
Shareholders, customers, employees, and other stakeholders.
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REPORT OF THE DIRECTORS (CONTINUED)
EEEHRESE (H)

During the year, the principal risks and uncertainties of the Group
are known as set out below:

Market Risks
Weak Global Economic Recovery and Concentration Risk

The Group's businesses are sensitive to the weak global economic
recovery. Deterioration in global economic outlook may have a
material impact on our financial position.

During the year, due to ongoing uncertainties such as inflation
and geopolitical risks, major economies are experiencing
insufficient growth momentum, and the progress of the global
economic recovery remains uncertain. The Group has continually
implemented penetration strategies on customers and product
portfolios through internal development and business model
adjustment to improve businesses’ competitiveness and agility
from slow economic recovery and to reduce the dependency on
specific customer segments.

Keen market competition market and pricing pressure

The Group must compete on both selling price and product
know-how as multinational, regional and niche competitors
attempt to increase their market share. Intensive competitive
pressure may impede the profitability of the Group. Additionally,
customers were also affected by the competitive pressure and
their sales will fluctuate. The Group owns comparative resilience
and then strives for agility by implementing cost-effective
solutions through digitalization of production process and refined
techniques to enhance our productivity and efficiency.

Supply Chain Risks

Rising trade protectionism and geopolitical risk are disrupting
global supply chains. The Group may face difficulties due to
sudden material shortage resulting in delays in delivery and
inability to procure substitutes at reasonable prices temporarily.
These challenges have led to loss of sales opportunities and non-
fulfillment of customers’ expectations. The Group minimizes
these occurrences with flexible supply chain management
including strictly selecting suppliers with quality assurance,
good reputation and high credibility who are honest in co-
operation, extending sourcing channels and strengthening
inventory control management. The Group continues to monitor
raw materials price movements efficiently by implementing
detailed cost tracking and examining various scenario of hedging
opportunities.
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Environmental, Social and Governance (ESG) Risks

ESG risks are environmental, social and governance variables
that affect the Group’s financial and operation performance.
Environment-, climate- and weather-related risks arise in different
ways both outside and inside the Group's control. The Group
adopts a proactive ESG strategies and manages ESG-related risks
through appropriate response and control measures.

The Group faces environmental risks in production process
and business operations including carbon footprint, sewage,
waste treatment, greenhouse gas (GHG) emission and climate
change, etc.. To ensure the Group’s compliance with applicable
laws and regulations on environmental protection, we have
implemented a set of internal monitoring procedures involving
innovation in technology, process and equipment, use of new
materials and investment of green facilities, etc.. Meanwhile, we
conduct training courses in environmental protection and energy
conservation to enhance employees' awareness in these areas,
while maintaining rigorous internal monitor and assessment.

Social risks include pay equality, workplace safety, supplier
practice, diversity, equity and community contributions. The
Group advocates “people-oriented, foothold in industrial, value
pragmatism, continuous learning, innovation”, maintains a highly
efficient workforce with caring interpersonal relationships and
provides safe and pleasant working environment, all of which are
indispensable to support our sustainable development.

Legal and Regulatory Compliance Risks

The Group has various production plants and offices across
Mainland China and Hong Kong. Any failure to comply with the
laws and regulations in those jurisdictions may result in penalties
and even temporary production suspension and could even have
an adverse effect on the Group’s reputation and brings about
potential risks impacting on our operations and profitability.
To maintain legal and regulatory compliance is the core value
of the Group. We monitor the changes in legislation with the
engagement of legal consultation services from time to time
and has internal control procedures to ensure compliance with
regulatory provisions and implementation of internal policies.

Financial Risks

The Group is exposed to financial risks arising in the normal
course of its business and the commitment of its financial
instruments, including foreign currency risk, interest rate risk,
price risk, credit risk and liquidity risk. Details of such risks are set
out in note 40 to the consolidated financial statements.
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REPORT OF THE DIRECTORS (CONTINUED)
EEEHRESE (H)

Certain measures to manage the impacts of these potential risks
and uncertainties are described in the heading of “Business
Review” of the section of “Management Discussion and Analysis”
of this annual report.

FINANCIAL KEY PERFORMANCE INDICATORS

The financial key performance indicators of the Group for the
years ended 31 December 2023 and 2022 are summarized as

ERNEEERBMIEEEAZF RO
E s ETHECEAFRIEEERME R
DI EHAR [RFEE] FETHEL -

MBERREAER

AREBHE TS _=FNM_=F-__F+=
A=+ BLEFENTBERRBEZH

follows: s
2023 2022
—=EC-= —EF- -
HK$000 HK$°000 Change
FET FET gz
Operating Performance RERR
Revenue A 2,176,900 2,339,898 -7.0%
Operating profit e ingl 4,743 29,758 -84.1%
(Loss)/profit before tax BRIAT (E518) m A (42,458) 33,071 N/A 73 A
(Loss)/profit for the year FE(BB) a5l (59,515) 18,837 N/A 33 B
Basic (loss)/earnings per share SRREAN (E5E)
(HK cents) BA| (GENM) (5.08) 2.83 N/A 7T~
Key Financial Information  BIE B EH
Cash and bank balances R & RIRITHE S 660,468 560,913 +17.7%
Total assets BERE 2,462,080 2,625,450 -6.2%
Total liabilities BfERE 1,033,216 1,087,054 -5.0%
Total equity attributable to RRARIRERE A
equity shareholders of the FE(h 2= 28
Company 1,271,722 1,322,122 -3.8%
Financial Ratios B % b =
Current ratio mE LR 1.8 1.8 0.0%
Gross profit margin EH = 17.0% 159% +1.1ppEDE
Earnings before interests, RetFE -RIE -FTER
taxes, depreciation and IR R B A =R
amortization (EBITDA) (H1at)
margin (note) 1.9% 5.3% 34ppBEDE
Net (loss)/profit margin F(E8) /RFIX (2.7%) 0.8% -3.5ppEDE
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Note:

EBITDA margin is calculated as EBITDA divided by revenue. The following
table sets forth the calculation of EBITDA:

REPORT OF THE DIRECTORS (CONTINUED)
EEgREE (H)

HrEt -

RERIS TRIE 37 E R AT B A K LR A
BT E BB AR AR KA -
TRMFKREA L RITE - FERBEAOBA
ZEE:

2023 2022
—EBE-=H —E-—
HK$'000 HK$000
FHET FET
(Loss)/profit before tax BRIAT (EER) 5F (42,458) 33,071
Add: hn:
Finance costs M5 E R 16,549 13,415
Depreciation and amortisation on: HrEE REH -
— Ownership interest in leasehold land —BEREE L REFH
and buildings held for own use FT B Rt s 16,296 16,275
— Other owned assets —HEteEEE 36,406 43,423
— Intangible assets —BEEE 922 1,383
- Right-of-use assets —FRAEEE 13,557 16,041
EBITDA AEAE RIE-TER
8 55 5 #0282 A 41,272 123,608
FUTURE DEVELOPMENT OF THE GROUP'S FEBMEBARARER

BUSINESSES

After the lifting of pandemic restrictions, the anticipated recovery
in the overall manufacturing sectors did not materialize in 2023,
and global demand was affected by a series of unfavourable
factors. The Group anticipates that the challenging operating
environment mentioned above will persist in the coming year.
However, we will strive to improve through continued investment
in research and development, with the purpose of offering
machinery and integrated solutions to help customers achieve
higher precision and production efficiencies, while reducing
direct labour and energy costs. We will also upgrade our digital
management platforms and automation equipment, in order
to maintain long-term competitiveness. In addition, we will
remain highly alert and adapt in an agile manner in the event
of global major incidents to protect the interests of the Group
and its stakeholders. Details of future development of the
Group's businesses, please refer to the sections of “Chairman’s
Statement” and “Management Discussion and Analysis” of this
annual report.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is committed to complying with the applicable
environmental laws, rules and regulations of China and Hong
Kong on the prevention and control of waste generation, waste
gas emissions and sewage discharges during the production
process. The Group has implemented various measures to save
energy and reduce emissions, including improvements on plant
equipment to reduce air, greenhouse gas and other emissions,
measures on effective energy conservation to reduce the use of
energy and water, and waste reduction management. Detailed
discussion on the environmental policies and performance of the
Group is set out in the section of “Environmental, Social and
Governance Report” of this annual report.

COMPLIANCE WITH LAWS AND REGULATIONS

During the year, there was no material breach of or non-
compliance with the laws and regulations applicable to the
Group. Apart from complying with Hong Kong laws such as
the Companies Ordinance, Listing Rules, SFO, Employment
Ordinance (Chapter 57 of the Laws of Hong Kong) and Anti-
Money Laundering and Counter-Terrorist Financing Ordinance
(Chapter 615 of the Laws of Hong Kong), we have also complied
with the laws of the PRC, including the Company Law of the
PRC, Labour Law of the PRC, Labour Contract Law of the PRC,
Measures on Enterprise Annuities and the relevant laws, rules
and regulations in relation to child and forced labour including
the Regulations on Forbidding the Employment of Child Labour
and the Law of the PRC on the Protection of Minors. Moreover,
we have complied with environmental laws and relevant
ordinances, rules and regulations on the prevention and control
of wastes, waste gases and sewage emission, including but
not limited to the Environmental Protection Law of the PRC,
Environmental Protection Tax Law of the PRC, Law of the PRC
on the Prevention and Control of Atmospheric Pollution, Law
of the PRC on Prevention and Control of Water Pollution, Law
of the PRC on Promotion of Cleaner Production, Waste Disposal
Ordinance (Chapter 354 of the Laws of Hong Kong), Product
Eco-responsibility Ordinance (Chapter 603 of the Laws of Hong
Kong), Environmental Quality Standards for Surface Water,
Wastewater Quality Standards for Discharge to Municipal Sewers,
Measures for the Administration of Permit for Operation of
Hazardous Wastes and Law of the PRC on Prevention and Control
of Environmental Pollution by Solid Waste. These environmental
laws will have impact on the Group’s operation if we do not
dispose of all wastes, discharge sewage and emit waste gases
properly, we might have to bear heavy environmental protection
tax and so increase the cost of disposal of wastes.
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RELATIONSHIPS WITH KEY STAKEHOLDERS

The Group’s success depends on the support from key
stakeholders which comprise of employees, customers, suppliers,
Shareholders, government and regulators, as well as banks.

Employees

Employees are regarded as the most important and valuable
assets of the Group. Most of the management have been serving
the Group for a long period of time. The Group offers competitive
salaries and benefits and also provides training programmes
or courses for employees of the Group, including those at all
levels from different departments in Mainland China and Hong
Kong, and Directors, respectively, so as to further enhance their
technical skills, professional skills and knowledge in production,
operation and management, and meanwhile, make continual
contribution to the Group. Throughout the year, various business
units of the Group occasionally organized different activities,
such as annual dinners and ball games, for both the general
staffs and the management to participate in together, in order to
strengthen their partnership and communication. Moreover, the
Group celebrates various festive seasons with our employees, and
distributed gifts to them as a token of appreciation for their hard
work over the year.

Customers

The major customers of machinery manufacturing business,
plastic products processing and manufacturing business, printed
circuit boards trading business, and industrial consumables
trading business are the plastic pipe manufacturer, washing
machine manufacturer, supplier of printed circuit boards for
home appliances and automotive and industrial equipment
manufacturer, respectively. Most of them have been our
customers for more than three years and we provide high quality
products and after-sale services in return for their loyalty.
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Suppliers

The major suppliers of machinery manufacturing business, plastic
products processing and manufacturing business, printed circuit
boards trading business, and industrial consumables trading
business are supplying the injection molding machine castings,
plastic raw material particles, printed circuit boards, and stepping
motor and servo motor, respectively. Most of them have been our
suppliers for more than three years and have maintained good
relationship with us in order to achieve cost effectiveness and
obtain long-term commercial benefits.

Shareholders

The major Shareholders are Cosmos Holdings and its controlled
corporations, China Resources (Holdings) Company Limited and
minority Shareholders. It is grateful to have Shareholders who
have been supportive of the Group for a long period of time.

Government and Regulators

It is important for us to pay close attention to the regulatory
trends of local governments and regulators to anticipate legal or
regulatory changes or community developments that may affect
our business.

Banks

Banks serve as the lenders of the Group in providing finance in
our businesses operation and development, include trade finance
and fixed assets purchasing. We maintain stable relationship with
them through regular meetings and visits.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out in the section of
“Five Year Financial Summary” of this annual report.
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PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment
of the Group during the year are set out in note 15 to the
consolidated financial statements.

SHARE CAPITAL

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

RESERVES

Details of the movements in the reserves of the Group and
the Company during the year are set out in the “Consolidated
Statement of Changes in Equity” of and in notes 31 and 32 to
the consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2023, the Company’s distributable reserves,
as calculated in accordance with Sections 291, 297 and 299
of the Companies Ordinance, amounted to approximately
HK$381,611,000.

DONATIONS

During the year, the Group made HK$12,000 of donation.

BIOGRAPHICAL DETAILS OF DIRECTORS

The biographical details of the Directors are set out in the section
of "“Directors and Senior Management’s Biographies” on pages
20 to 21 of this annual report.

DIRECTORS’ EMOLUMENTS

Details of the Directors’ emoluments are set out in note 10A to
the consolidated financial statements.
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DIRECTORS

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

Executive Directors

Mr. Tang To (Chairman)
Mr. Tang Yu, Freeman (Chief Executive Officer)

Non-executive Directors

Mr. Kan Wai Wah
Mr. Qu Jinping
(Resigned with effect from 25 September 2023)

Independent Non-executive Directors

Ms. Yeung Shuk Fan
Mr. Huang Zhi Wei
(Resigned with effect from 25 September 2023)
Mr. Lam Kwok Ming
Mr. Lee Wai Yip, Alvin

All Directors (including independent non-executive Directors)
should be subject to retirement by rotation and eligible for
re-election at least once every three years at the annual general
meeting of the Company in accordance with Article 102 of the
Articles and the CG Code. Messrs. Tang To and Tang Yu, Freeman
will retire from office by rotation and, being eligible, offer
themselves for re-election at the forthcoming annual general
meeting of the Company.
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CHANGES IN DIRECTORS’ INFORMATION

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in
information of the Directors are set out below:

(1) Mr. Qu Jinping has resigned as a non-executive Director
to focus on his other work arrangement with effect from
25 September 2023;

(2) Mr. Huang Zhi Wei has resigned as an independent non-
executive Director due to his age, and accordingly he has
ceased to be a member of each of the Audit Committee, the
Remuneration Committee and the Nomination Committee,
with effect from 25 September 2023;

(3) Messer. Lam Kwok Ming and Lee Wai Yip, Alvin, both
independent non-executive Directors, have been appointed
as the members of each of the Audit Committee and the
Remuneration Committee with effect from 25 September
2023; and

(4) The monthly salary of Mr. Tang Yu, Freeman, an executive
Director and the chief executive officer of the Company,
has been revised to HK$190,000 with effect from 1 January
2024.

For details of the above items (1) to (3), please refer to the
announcement of the Company dated 25 September 2023.

Save for the above, there is no other information of the Directors
required to be disclosed pursuant to Rule 13.51B(1) of the Listing
Rules.
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DIRECTORS’ SERVICE CONTRACTS

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

DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND
DEBENTURES

Save as disclosed in the headings of “Directors’ Interests and
Short Positions in Shares, Underlying Shares or Debentures
under the SFO"”, “Shareholders’ Interests or Short Positions in
Shares and Underlying Shares under the SFO” and “Related Party
Transactions” of this report, at no time during or at the end of
the year has been/was the Company, its holding company, or
any of its subsidiaries a party to any arrangements to enable the
Directors or their respective spouse or children under the age of
18 to acquire benefits by means of the acquisition of shares in,
or debentures of, the Company or any other body corporate.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Each of the non-executive Directors (including independent non-
executive Directors) has entered into a letter of appointment
setting out the key terms and conditions of his/her appointment
as Director with the Company for a term of three years. They are
all subject to retirement by rotation and re-election at least every
three years at annual general meeting in accordance with the
Articles.

The Company has received from each of the independent
non-executive Directors an annual confirmation of his/her
independence pursuant to Rule 3.13 of the Listing Rules.
Although Ms. Yeung Shuk Fan, one of the independent non-
executive Directors, has been serving the Board for more than
nine years, she has not engaged in any executive management
of the Group. Her familiarity and extensive experience with the
Group's businesses place her in a better position to contribute
independent views to the Company. Taking into consideration of
her independent scope of works when performing duties as an
independent non-executive Director over the past years, there is
no evidence that length of service is having an adverse impact
on her independence. Therefore, the Company considered all
independent non-executive Directors (including Ms. Yeung) are
independent throughout the year.
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Saved as the related party transactions as disclosed in note 41
to the consolidated financial statements and in the heading
of “Related Party Transactions” of this report, no transaction,
arrangement or contract that is significant in relation to the
Group's businesses to which the Company, its holding company
or any of its subsidiaries was a party and in which a Director or
his/her connected entity had, directly or indirectly, a material
interest was entered into or subsisted at any time during the year
or at the end of the year.

DIRECTORS OF SUBSIDIARIES

During the year and up to the date of this report, the persons
who served as directors of the subsidiaries of the Company are
as follows:

Messrs. Cao Xiaowei, Ching Wang Ho, Diao Junde, Dinh Thanh
Phuong, Du Jiang, Fang Xirong, Ho Kwong Sang, Hu Ping, Hui
Oi Chun, Jiang Shufeng, Liu Dangwei, Li Haihua, Lu Hank, Man
Chi Fai, Bruno, Mei Zheqi, Miao Hongliang, Tang To, Tang Yu,
Freeman, Tsutsumi Keiji, Wong Yiu Ming, Xie Jie, Yatsugi Atsushi,
Ye Qingzhong, Ye Yueran, Yip Kar Shun, Yip Kin Keung and
Zhu Wenguang, and Mses. Ching Shuk Kwan, Yu Hong and Yu
Yaqing.

PERMITTED INDEMNITY PROVISION

As permitted by the Articles, every Director or other officer or
auditor of the Company shall be entitled to be indemnified out
of the assets of the Company against any losses or liabilities
which he may sustain or incur in or about the execution of the
duties of his office or otherwise in relation thereto.

The permitted indemnity provision is in force for the benefit
of the Directors as required by Section 470 of the Companies
Ordinance when this report is approved in accordance with
Section 391 of the Companies Ordinance and at any time during
the year ended 31 December 2023.

The Company has arranged appropriate directors’ and officers’
liability insurance coverage for the Directors and officers of the
Group throughout the year.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES OR DEBENTURES
UNDER THE SFO

As at 31 December 2023, the interests and short positions of
the Directors in the shares, underlying shares or debentures
of the Company or any of its associated corporation(s) (within
the meaning of Part XV of the SFO) which were required to be
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which he was taken or deemed to have under
such provisions of the SFO); or were required pursuant to Section
352 of the SFO to be entered into the register referred to therein;
or were required pursuant to the Model Code to be notified to
the Company and the Stock Exchange are set out below:

Long Positions in the Shares or Underlying Shares:

Number of Shares Held

BE (BERPEKERH) ESRK
-HEROIEEE 2 EER K

B

—E_=Ft-_A=1T—RH EERAX
AREAIHEERMBBZEZE(ERZRBHF R
HIE R HBI) £ XV ER) &R 17 - HEBE A 1D 3
BRET BERE(EFRBEMKD)
%XV*B%NKZS"* Pl NI Y R

ZEERAR (BERE (EHF LB EK
f§|J>> JFEFAEMX%&%EZ%‘JZ EHEA 2D R

B) HBRE (E %&Hﬁi"iﬂﬂﬁw 5352
1*2,\%1%TE’J§EEH%FME§5‘Z$E s RORR

R IE <<’fi,“i STRID AME AR E RER
FrzmRREINMT
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Approximate %

EERMEE of the

Personal Family Corporate T°t|a| Nudmsbher of

Name of Director Interests Interests Interests Total ssue _ ares

HEBTRS

EENA (PN £ Rk hERER Y By Es

Tang To 4,970,005 226,000” 445,617,458?@ 450,813,463 52.30
B =

Tang Yu, Freeman - - 442,157,052% 442,157,052 51.30
R

Kan Wai Wah 136,400 - - 136,400 0.02

HEGES
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Notes:
(1) 226,000 Shares were held by Mr. Tang To and his spouse jointly.

(2) Mr. Tang To was deemed to be interested in 445,617,458 Shares
under the SFO, comprising (i) 3,460,406 Shares held by Ginta
Company Limited (incorporated in Hong Kong) which is owned as
to approximately 99.999% by Fullwin Limited (incorporated in the
Republic of Liberia), which in turn is owned as to 50% by Mr. Tang
To and 50% by his spouse respectively; (ii) 405,907,052 Shares held
by Codo through its wholly-owned subsidiaries, Tai Shing, Hung
Cheong and Cosmos Holdings; and (iii) 36,250,000 Shares held by
Saniwell (as the trustee of The Saniwell Trust, the beneficiaries of
which include Mr. Tang To and certain of his family members) which
in turn is owned as to approximately 57.14% by Mr. Tang To.

(3) Mr. Tang Yu, Freeman was deemed to be interested in 442,157,052
Shares under the SFO, comprising (i) 405,907,052 Shares held
by Codo through its wholly-owned subsidiaries, Tai Shing, Hung
Cheong and Cosmos Holdings; and (ii) 36,250,000 Shares held
by Saniwell (as the trustee of The Saniwell Trust, the beneficiaries
of which include Mr. Tang To and certain of his family members)
which in turn is owned as to approximately 42.86% by Mr. Tang Yu,
Freeman.

Save as disclosed above, as at 31 December 2023, none of the
Directors, chief executives of the Company and their respective
associates had or was deemed to have any interests or short
positions in the shares, underlying shares or debentures of the
Company or any of its associated corporation(s) (within the
meaning of Part XV of the SFO) which were required to be
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which he was taken or deemed to have under
such provisions of the SFO); or were required pursuant to Section
352 of the SFO to be entered into the register referred to therein;
or were required pursuant to the Model Code to be notified to
the Company and the Stock Exchange.
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SHAREHOLDERS' INTERESTS OR SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES
UNDER THE SFO

As at 31 December 2023, so far as was known to the Directors
and chief executives of the Company, the following persons
(other than a Director or chief executive of the Company) had,
or were deemed to have, an interest or a short position in the
Shares and underlying shares of the Company which would fall
to be disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the SFO or were recorded in the register
required to be kept under Section 336 of the SFO:

Long Positions in Shares or Underlying Shares:

BE (FEERYPERL) RRRKA
REERDzEDZIKR

S F+-_A=1t—H HREFK
TBRABMA TIAL(ES
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REROIEERD 2 HFR:

Number of Shares Held

FERGOHE
Name of Direct Deemed
Substantial Shareholder Capacity Interests Interests Total
REEESR
TERRER 54 HEEER L ay
Tai Shing Beneficial owner 170,104,452 - 170,104,452
ExEBA
Cosmos Holdings Beneficial owner and interest of 235,802,600 170,104,452 405,907,052
controlled corporations
ARER ERAARREAB R
Codo Interest of controlled corporations - 405,907,052? 405,907,052
=E REE 2 Ea
Law Kit Fong Interest of controlled corporations - 405,907,052% 405,907,052
B2F REEE R
Saniwell Beneficial owner and interest of 36,250,000 405,907,052% 442,157,052
controlled corporations
BERBR AR EEE 2 %
China Resources (Holdings) Beneficial owner 169,649,046 - 169,649,046
Company Limited
E8(RE)ERARA EREEA
CRC Bluesky Limited Interest of controlled corporations - 169,649,046 169,649,046
REEB R
China Resources Co Limited Interest of controlled corporations - 169,649,046 169,649,046

EZEHRMNERAD
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Notes:

(1)

Tai Shing was wholly-owned by Hung Cheong, which is a wholly-
owned subsidiary of Cosmos Holdings. By virtue of the SFO, Cosmos
Holdings was deemed to be interested in 170,104,452 Shares held
by Tai Shing.

Cosmos Holdings was owned as to approximately (i) 99.999%
by Codo; and (ii) 0.001% by Glad Season Investments Limited
(incorporated in Hong Kong), which was owned as to 50% by Codo
and 50% by Cosmos Holdings (as trustee for Codo). By virtue of
the SFO, Codo was deemed to be interested in 405,907,052 Shares
held by Cosmos Holdings.

Codo was owned as to approximately (i) 8.37% by Elegant Power
Enterprises Limited (incorporated in Hong Kong, “Elegant Power");
and (i) 30.25% by Friendchain Investments Limited (incorporated
in Hong Kong, “Friendchain”), which was owned as to 40% by
Elegant Power. Elegant Power was owned as to approximately
0.002% by Mr. Kan Wai Wah, a non-executive Director (as trustee
for Ms. Law Kit Fong), and approximately 99.998% by Ms. Law Kit
Fong. By virtue of the SFO, Ms. Law Kit Fong was deemed to be
interested in 405,907,052 Shares held by Codo.

Codo was owned as to approximately (i) 25.06% by Keepsound
Investments Limited (incorporated in Hong Kong), which was owned
as to 94% by Saniwell; and (i) 30.25% by Friendchain, which was
owned as to approximately 57.42% by Saniwell. By virtue of the
SFO, Saniwell was deemed to be interested in 405,907,052 Shares
held by Codo.

China Resources (Holdings) Company Limited (incorporated in
Hong Kong) was a wholly-owned subsidiary of CRC Bluesky Limited
(incorporated in the British Virgin Islands). By virtue of the SFO, CRC
Bluesky Limited was deemed to be interested in 169,649,046 Shares
held by China Resources (Holdings) Company Limited.

CRC Bluesky Limited was a wholly-owned subsidiary of China
Resources Co., Limited (incorporated in the PRC). By virtue of the
SFO, China Resources Co., Limited was deemed to be interested in
169,649,046 Shares held by CRC Bluesky Limited.

Save as disclosed above, as at 31 December 2023, so far as were
known to the Directors and chief executives of the Company,
there was no other person (other than a Director or chief
executive of the Company) had an interest or a short position in
the Shares and underlying shares of the Company which would
fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO or were recorded in the
register required to be kept under Section 336 of the SFO.
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REPORT OF THE DIRECTORS (CONTINUED)
EEEREE (&)

RELATED PARTY TRANSACTIONS

The Group entered into certain transactions with those regarded
as "“Related Parties” under applicable accounting standards.
These transactions mainly relate to the contracts entered into
by the Group in the ordinary and usual course of business
which were negotiated on normal commercial terms and on an
arm’s length basis. Further details are set out in note 41 to the
consolidated financial statements.

The Directors confirmed that the related party transactions do
not fall under connected transaction or continuing connected
transaction as defined in Chapter 14A of the Listing Rules.

SUBSEQUENT EVENTS

Details of subsequent event occurring from the end of the
reporting period to the date of this annual report, please
refer to the heading of “Subsequent Events” of the section of
“Management Discussion and Analysis” of this annual report.

MANAGEMENT CONTRACTS

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

EQUITY-LINKED AGREEMENTS

No equity-linked agreement that will or may result in the
Company issuing shares or that requires the Company to enter
into any agreements that will or may result in the Company
issuing shares was entered into by the Company during the year
or subsisted at the end of the year.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

During the year, none of the Directors was considered to have
interests in any businesses which are considered to compete or
likely to compete, either directly or indirectly, with businesses of
the Group pursuant to Rule 8.10 of the Listing Rules.

CORPORATE GOVERNANCE

The Group’s corporate governance practices and procedures are
set out in the section of “Corporate Governance Report” of this
annual report.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities during the
year.

REMUNERATION POLICY

Details of the remuneration policy of employees and the basis
of determining the emoluments payable to the Directors, please
refer to the heading of “Employees, Remuneration Policy and
Training Scheme” of the section of “Management Discussion and
Analysis” of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors as at the date of this
annual report, the Company has maintained the prescribed public
float under the Listing Rules.
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REPORT OF THE DIRECTORS (CONTINUED)
EEEREE (&)

MAJOR SUPPLIERS AND CUSTOMERS

During the year ended 31 December 2023, the respective
percentages of purchases attributable to the Group’s five largest
suppliers and revenue attributable to the Group's five largest
customers, on a combined basis, were less than 30% of the total
value of the Group’s purchases and revenue.

None of the Directors, their close associates or Shareholders (who
to the knowledge of the Directors own more than 5% of the
total number of issued Shares) had any interest in the Group’s
major suppliers or customers noted above.

REVIEW BY AUDIT COMMITTEE

This annual report has been reviewed by the Audit Committee.
Information on the main works of Audit Committee and its
composition are set out in the heading of “Audit Committee”
of the section of “Corporate Governance Report” of this annual
report.

AUDITOR

The Group's consolidated financial statements for the year ended
31 December 2023 have been audited by Ting Ho Kwan & Chan,
which will retire from office at the forthcoming annual general
meeting of the Company.

By order of the Board

TANG To
Chairman

Hong Kong, 27 March 2024
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CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE CODE

The Board is committed to practicing and maintaining a high
standard of corporate governance for the enhancement of
Shareholders’ value and safeguarding interests of Shareholders
and other stakeholders, and reviews corporate governance
practices and procedures of the Group from time to time.

CORPORATE GOVERNANCE PRACTICES

In the opinion of the Board, the Company has complied with all
the applicable code provisions of the CG Code during the year,
except for the following deviation:

Deviation from Code Provision C.1.6 of the CG Code

Code provision C.1.6 of the CG Code stipulates that independent
non-executive directors and non-executive directors should attend
general meetings to gain and develop a balanced understanding
of the views of shareholders. Mr. Qu Jinping, the then non-
executive Director, due to other business engagements, was
unable to attend the annual general meeting of the Company
held on 21 June 2023. However, the Company considered
that the presence of the chairman of each of Nomination
Committee, Remuneration Committee and Audit Committee, and
other Directors at the said meeting, which were sufficient for
addressing the queries from the attending Shareholders.

CORPORATE CULTURE

The Board has established the purpose, values
and strategy of the Company, which align
with its culture. It promotes them across
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CORPORATE GOVERNANCE REPORT (CONTINUED)
TEERRE (H)

THE BOARD
Composition

The Board currently consists of six members who are:

Executive Directors

Mr. Tang To (Chairman)
Mr. Tang Yu, Freeman (Chief Executive Officer)

Non-executive Director

Mr. Kan Wai Wah

Independent Non-executive Directors

Ms. Yeung Shuk Fan
Mr. Lam Kwok Ming
Mr. Lee Wai Yip, Alvin

Save as the Directors’ biographical details and the relationships
among the Board members (if any) disclosed in the section of
“Directors and Senior Management’s Biographies” on pages
20 to 21 of this annual report, to the best knowledge of the
Directors, there is no any financial, business, family or other
material/relevant relationship among Board members.

Board Diversity

A board diversity policy of the Company has been adopted.
The Company maintains that the Board appointments will take
into account gender, age, cultural and educational background,
ethnicity, professional experience, skills, knowledge and term of
office of the selected candidates, and any other factors that the
Board may consider relevant and appropriate from time to time
to achieving Board diversity. The ultimate decision will be based
on merit and contribution that the selected candidates will bring
to the Board. The Nomination Committee reviews the said policy
annually to ensure its effectiveness and discusses any revisions
that may be required and recommends any such revisions to the
Board for consideration and approval.

The Board is currently composed of Directors who are diverse in
gender, age and length of service, and from diverse backgrounds
and have diverse academic expertise and professional experience.
Presently, the proportion of female member at Board level is
16.7%. The Board is of the view that the current diversity of
the Board is appropriate and targets to maintain at least the
current level of female member. The Board will continue to seek
opportunities to increase the proportion of female members over
time as and when suitable candidates are identified.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

An analysis of the Board’s current composition is set out as

EEERRE (&)

BREFEERBEARDITAOT

W

Independent Non-executive Directors

BukHTES

A o 1

>70

follows:
Designation (@W (@\ {@\
7
Executive Directors Non-executive Director
HITES FHTES
Gender
5
Female Male
g E:lid
o i & &
FHe
41-50 51-60 61-70
Length of Service % % % (@\ %
REFE
0-9 years Above 9 years
0-9%F HBIBF

Employee Diversity

At workforce level (including senior management), our approach
to diversity concentrates on talent acquisition, progression and
retention. We have formulated talent development plan in
delivering a more diverse representation and endeavor to provide
equal opportunity in recruitment, career development, promotion,
reward and training to all employees.

As at 31 December 2023, the ratio of female to male in the
workforce of the Group (excluding Directors) was 31:69.
Notwithstanding the foregoing, gender diversity for industrial
business segment in which the Group operates may be less
relevant due to the nature of work. However, the Group still
managed to promote appropriate gender balance.
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CORPORATE GOVERNANCE REPORT (CONTINUED)
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Nomination Policy

The Company has adopted the nomination policy (the
“Nomination Policy”). In considering the nomination of
new Directors, the Nomination Committee puts forward the
recommendation, based on the Nomination Policy and the
elements of board diversity, to the Board for consideration.

The Nomination Policy is summarized as follows:

e state the objectives of the Nomination Policy, including
ensuring the Board members have a balance of skills,
experience and diversity of perspectives appropriate to the
requirements of the Group’s businesses;

° set out the nomination procedures, including selection,
appointment and re-appointment of Directors;

e set out selection criteria, including but not limited to
qualification, skill and experience of a proposed candidate,
the requirements set out in the Listing Rules regarding
appointment of the independent non-executive Directors
and whether the proposed candidates for independent non-
executive Directors would be considered independence with
reference to the independence criteria or guidelines set out
in the Listing Rules; and

e |ist out the applicable laws and procedures regarding
appointment of Directors.

During the year, the Nomination Committee made
recommendations on re-election of Directors and assessed the
independence of all the independent non-executive Directors, all
of which were approved by the Board. The Board considered all
independent non-executive Directors are independent throughout
the year.

On 27 March 2024, after taking into account the Board’s
composition and in accordance with the Nomination Policy, the
Board considered and proposed the nomination of Messrs. Tang
To and Tang Yu, Freeman, who shall retire from office by rotation
at the forthcoming annual general meeting of the Company. They
will be eligible and willing to offer themselves for re-election.
Each of the above Directors has abstained from voting on his
own nomination when it was being considered.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

Mechanisms for ensuring independent views and input

The Company recognises that the Board independence is pivotal
in good corporate governance and Board effectiveness, and thus
it has established mechanisms to ensure independent views and
input are available to the Board, and reviews the implementation
and effectiveness of such mechanisms annually.

Such mechanisms are set out as follows:

e The Board shall include at least three independent non-
executive Directors, representing at least one-third of the
Board;

° The Nomination Committee assesses the independence,
cross-directorships, any material relationships with other
Directors, qualification and time commitment of a candidate
who is nominated to be an independent non-executive
Director before appointment, and also the continued
independence and time commitment of existing independent
non-executive Directors annually;

e The Company shall confirm that the annual confirmation
of independence have been received from each of the
independent non-executive Directors, pursuant to Rule 3.13
of the Listing Rules;

e All Directors are encouraged to express freely their
independent, constructive and informed comments in the
meetings of the Board and Board committees;

e The chairman of the Board holds at least one meeting a year
with the independent non-executive Directors without the
presence of other Directors;

e The individual Directors and/or the Board committees, upon
reasonable request, seek external independent professional
advice in appropriate circumstances, the Company should
assist them to perform their duties;

e No equity-based remuneration with performance-related
elements is granted to independent non-executive Directors;
and

e Any Director shall not vote on any Board resolution
approving any contract or arrangement or any other
proposal in which he/she or any of his/her close associates
has a material interest nor shall he/she be counted in the
quorum present at the meeting.
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Proceedings

The Board holds at least four meetings a year. A notice is given to
all Directors at least 14 days before the date of all regular Board
meetings. All Directors can include matters in the agenda for the
regular Board meetings. The company secretary of the Company
assists the chairman of the Board in preparing the agenda for
Board meetings and ensures that all relevant rules and regulations
are followed. The agenda and the accompanying Board papers
(if any) are sent to all Directors at least 3 days before the date
of Board meeting, enabling them to review and make informed
decisions in the meeting. Queries raised by Directors will receive
a prompt and full response, if possible.

A Director is required to abstain from deliberations and decisions
of the Board on matters where he/she is the interested party,
and he/she does not put pressure on the Board in respect of
the matters. In the event a corporate proposal is required to be
approved by Shareholders, interested Directors are required to
abstain from voting on their Shares on the relevant Shareholders’
resolutions, and will further undertake to ensure that persons
connected to them similarly abstain from voting on the relevant
Shareholders’ resolutions.

Minutes of each meeting of the Board and the Board committees
record in sufficient detail the matters considered and decisions
reached, including any concerns raised by Directors or dissenting
views expressed. Draft of minutes is circulated to all Directors for
their comment within a reasonable time after such meeting is
held. Final version of minutes is signed by the attending Directors
as a correct record of the proceedings of the meeting and kept
by the company secretary of the Company, and are open for
inspection by Directors.

Every Board member is entitled to have access to Board papers
and related materials and has unrestricted access to the advice
and services of the company secretary of the Company to
enable them to make informed decisions and ensure that board
procedures, and all applicable law, rules and regulations, are
followed.

During the year, four regular Board meetings and one annual
general meeting were held.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

Attendance Record of Directors at Meetings Held During
the Year

Details of the Directors’ attendance at the meetings (including
the Board meetings, Audit Committee meetings, Nomination
Committee meetings, Remuneration Committee meetings and
annual general meeting) held during the year are set out in the
following table:

EEERRE (&)

EERAEFERAEITHERHETE

TRITEENAFERBRTHNEZ (B
REEEeR BERZEEER RAZXEB
gg#% %MéﬂaéﬁﬁﬁiﬂiﬁA)
ZHE A

Attendance/Number of Meetings Entitled to Attend
HERE ERLEENEERY

Audit

Board Committee
Name of Director Meetings Meetings
EEpg ExgesE EnzEgss
Executive Directors
HTES
Tang To 4/4 N/A
il NEA
Tang Yu, Freeman 4/4 N/A
H& TEA
Non-executive Directors
FHTES
Kan Wai Wah 4/4 4/4
BEE
Qu linping 0/2 N/A
EeF0 NEA
Independent Non-executive Directors
BIFHTES
Yeung Shuk Fan
BRE 4/4 4/4
Huang Zhi Wei @
BLEO 212 22
Lam Kwok Ming @
MHEBE 3/4 0/2
Lee Wai Yip, Alvin @
FREY 4/4 22
Notes:

(1) Mr. Qu Jinping has resigned as a non-executive Director with effect
from 25 September 2023.

(2)  Mr. Huang Zhi Wei has resigned as an independent non-executive
Director, and accordingly he has ceased to be a member of each
of the Audit Committee, the Remuneration Committee and the
Nomination Committee, with effect from 25 September 2023.

Nomination Remuneration Annual
Committee Committee General
Meetings Meetings Meeting

REZEE8E FHZEEEE BRREFAE

22 212 7
22 N/A 7
TiEH
N/A N/A 7
FEH FE A
N/A N/A 0/1
FiEH &R
22 212 7
7 n 7
12 0/1 7
22 n 7
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(3) Mr. Lam Kwok Ming has been appointed as a member of each of
the Audit Committee and the Remuneration Committee with effect
from 25 September 2023.

(4) Mr. Lee Wai Yip, Alvin has been appointed as a member of each of
the Audit Committee and the Remuneration Committee with effect
from 25 September 2023.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the CMEL Code on terms no less
exacting than the required standard set out in the Model Code
as the Company’s code of conduct and rules governing dealing
by all Directors and relevant employees in the securities of the
Company. The Board will revise the CMEL Code from time to
time in order to keep it in line with the changes brought upon
by the relevant amendments to the applicable laws, rules and
regulations.

All Directors have confirmed, following specific enquiry by the
Company, they have complied with the required standard set out
in the Model Code and CMEL Code during the year.

DIRECTORS’ TRAINING AND CONTINUOUS
PROFESSIONAL DEVELOPMENT

Every newly appointed Director (if any) receives a comprehensive,
formal and tailored induction package to ensure that he/
she is sufficiently aware of his/her duties, responsibilities and
obligations as a Director under the Companies Ordinance, Listing
Rules and other regulatory requirement, and the Company’s
policies and ensure he/she has a proper understanding of the
Company's operations and business.

The Company provides all Directors relevant reading materials
from time to time on the latest updates on the industry, legal and
regulatory in which the Group operates its business to ensure
their contribution to the Board remains informed and relevant. In
addition, all Directors are encouraged to attend external seminar
or training on topics relevant to their duties, responsibilities and
obligations and the Company’s business. Certain Directors have
attended external trainings and seminars during the year.
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The individual training record of each Director who held office HEREBEZRANFEE R 2 @ A 53 52 8% & 5

during the year is set out below:

Name of Director

EEnR

Executive Directors
BITES

Tang To

2=

Tang Yu, Freeman
&

Non-executive Directors
FHITES

Kan Wai Wah

BEES

Qu Jinping

BeFO

Independent Non-executive Directors
BYFHTES

Yeung Shuk Fan

1BIR %

Huang Zhi Wei @

BEEE?

Lam Kwok Ming

AR EA

Lee Wai Yip, Alvin

FEX

Notes:

mes
Reading Legal, Attending Seminars/
Regulatory and Training in relation to

Corporate Governance Businesses, Directors’ Duties
Updates or Professional Qualifications

BMEERE ERR HEARXYK ESHE
CEERNENER FEEERNHATE EI

v v
v v
v v
v

v v
v

v v
v v

Hrat:

(1) Mr. Qu Jinping has resigned as a non-executive Director with effect (1) B&FA4B T _=ZFNA-_+HABAEE

from 25 September 2023.

EHEANTES-

(2) Mr. Huang Zhi Wei has resigned as an independent non-executive (2) BEEXRAEB T -_=FNA_+HBEEH

Director with effect from 25 September 2023.

EBIERTES-
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of chairman and chief executive officer are separate
and performed by different individuals to reinforce their
independence and accountability. Mr. Tang To is the chairman
and Mr. Tang Yu, Freeman serves as the chief executive officer.
Mr. Tang To is responsible for providing leadership to and
overseeing the functioning of the Board to ensure that it acts in
the best interest of the Group; while Mr. Tang Yu, Freeman, who
is the chief operating decision maker, is responsible for managing
the business of the Group, attending to the formulation and
implementation of the Group’s policies and strategic operating
plans, and assuming full accountability to the Board for the
overall operations of the Group.

NON-EXECUTIVE DIRECTORS

Non-executive Directors (including independent non-executive
Directors) are appointed for a term of three years. Their terms
of office are (i) Mr. Kan Wai Wah (non-executive Director) and
Ms. Yeung Shuk Fan (independent non-executive Director), who
were appointed for a term commencing from 1 January 2023
and expiring on 31 December 2025; and (ii) Messrs. Lam Kwok
Ming and Lee Wai Yip, Alvin (both independent non-executive
Directors), who were appointed for a term commencing from
24 November 2022 and expiring on 23 November 2025. All of
them are subject to retirement by rotation and re-election at least
every three years at annual general meeting in accordance with
the Articles.

RESPONSIBILITIES OF THE BOARD AND
MANAGEMENT

The Board is responsible for establishing the overall strategies,
setting objectives and business development plans, overseeing
the Group's risk management and internal control systems, and
discharges its duties in the best interests of the Company and the
Shareholders.

The Board has delegated its power to the Committee of Executive
Directors for the management of day-to-day business operation
of the Group. The management is responsible for implementing
the strategies and plans established by the Board, and performing
the risk management and internal controls systems, under the
leadership of the executive Directors.
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In addition, the Board has also delegated its power to the Audit
Committee, the Nomination Committee and the Remuneration
Committee to manage particular aspects of the Company's affairs
and aid in sharing the responsibilities of the Board. Details of
these committees are set out in the relevant paragraphs below.

BOARD COMMITTEES

The Board has established four committees, namely the
Committee of Executive Directors, Audit Committee, Nomination
Committee and Remuneration Committee. Except the Committee
of Executive Directors, all committees have their specific written
terms of reference in accordance with the requirements of the
CG Code, and each of the terms of reference were published
on the websites of the Company and the Stock Exchange,
respectively. All resolutions passed by the committees will be
reported to the Board at the forthcoming Board meeting.

No corporate governance committee has been established but
respective committees (as disclosed below) are responsible for
performing corporate governance functions set out in code
provision A.2.1 of the CG Code.

Committee of Executive Directors

The Committee of Executive Directors was established on
15 August 1997 which comprises all executive Directors. They
meet frequently and are responsible for the management of day-
to-day business operation of the Group.

Audit Committee

The Audit Committee was established on 30 October 1998 and
consists of four members with a majority of independent non-
executive Directors. They are:

Independent Non-executive Directors

Ms. Yeung Shuk Fan (Chairman)
Mr. Lam Kwok Ming
Mr. Lee Wai Yip, Alvin

Non-executive Director

Mr. Kan Wai Wah
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During the year, the Audit Committee held four meetings and
performed the duties and responsibilities under the terms of
reference and other duties as required under the CG Code, its
main works are stated below: (i) review of the final results of the
Group for the year ended 31 December 2022; (ii) review of the
interim results of the Group for the six months ended 30 June
2023; (iii) amendments to the internal audit charter; (iv) review
of the internal audit report for 2023 and the internal audit plan
for 2024; (v) review of audit plan for 2023; (vi) recommendation
to the Board on re-appointment of external auditor for
Shareholders’ approval and review the audit fees; and (vii) review
of terms of reference of the Audit Committee.

The Audit Committee meets with the financial controller and
external auditor of the Company, where applicable to discuss
their respective audit findings, the accounting principles
and practices adopted by the Group, legal and regulatory
compliance, internal control and risk management systems,
and financial reporting matters (including annual financial
statements before recommending them to the Board for
approval). The Audit Committee also meets with the manager
of Compliance Department separately without the presence of
management. The Audit Committee assists the Board in meeting
its responsibilities for maintaining effective risk management and
internal control systems. It reviews the Group’s annual internal
audit plan together with the necessary resources and considers
the report submitted by the manager of Compliance Department
to the Audit Committee on the results of risk assessment and
effectiveness of internal controls in the business operations of
the Group.

The attendance record of the Audit Committee members is

set out in the heading of “Attendance Record of Directors at
Meetings Held During the Year” of this report.
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Nomination Committee

The Nomination Committee was established on 29 March 2012
and consists of five members with a majority of independent
non-executive Directors. They are:

Executive Directors

Mr. Tang To (Chairman)
Mr. Tang Yu, Freeman

Independent Non-executive Directors

Mr. Lam Kwok Ming
Mr. Lee Wai Yip, Alvin
Ms. Yeung Shuk Fan

During the year, the Nomination Committee held two meetings
and performed the duties and responsibilities under the terms of
reference and other duties as required under the CG Code, its
main works are stated below: (i) review of current structure, size
and diversity of the Board; (ii) assessment of the independence
of independent non-executive Directors; (iii) review of Board
diversity policy; (iv) recommendation on the nomination of three
Directors to retire and re-elect at the forthcoming annual general
meeting of the Company; and (v) review of terms of reference of
the Nomination Committee.

The attendance record of the Nomination Committee members
is set out in the heading of “Attendance Record of Directors at
Meetings Held During the Year” of this report.
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Remuneration Committee

The Remuneration Committee was established on 27 June 2005
and consists of four members with a majority of independent
non-executive Directors. They are:

Independent Non-executive Directors

Ms. Yeung Shuk Fan (Chairman)
Mr. Lam Kwok Ming
Mr. Lee Wai Yip, Alvin

Executive Director

Mr. Tang To

During the year, the Remuneration Committee held two
meetings and performed the duties and responsibilities under
the terms of reference and other duties as required under the
CG Code, its main works are stated below: (i) consideration
and review of the remuneration package of executive Directors;
(ii) review of directors’ fees of non-executive Directors (including
independent non-executive Directors); and (iii) recommendation
on amendments to terms of reference of the Remuneration
Committee.

The emoluments of the Directors are determined by the Board
based on the recommendation of the Remuneration Committee
with reference to individual performance, qualifications and
experience of the Directors, the duties and responsibilities of
the Directors in the Company, the Group’s performance and
profitability, remuneration benchmark in the industry and
prevailing market condition. The Directors do not participate
in the determination of their own remuneration. Details of
Directors’ emoluments for the year are set out in note 10A to the
consolidated financial statements.

The attendance record of the Remuneration Committee members

is set out in the heading of “Attendance Record of Directors at
Meetings Held During the Year” of this report.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility for overseeing the
Group’s risk management and internal control systems on
an ongoing basis, and the Audit Committee reviews their
effectiveness at least annually with the assistance of the
Compliance Department. The Group's risk management and
internal control systems, are systems of process performed by the
Board and management to provide reasonable and not absolute
assurance on the effectiveness and efficiency of operations in
achieving the established corporate objectives, safeguarding
assets of the Group, providing reliable financial reporting, and
complying with applicable laws and regulations. The purpose of
the risk management and internal control systems is to identify
and manage various risks of the Group, which are categorised as
strategic, operational, compliance, financial and environmental,
social and governance risks, so as to reduce, mitigate, transfer
or avoid them. However, these systems are designed to manage
rather than eliminating risk of failure in operational system, and
can only provide reasonable but not absolute assurance against
material misstateme