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Chairman’s Statement

On behalf of the Board, | would like to present our operating results for 2022 to all Shareholders, and express my gratitude
for their support to the Group.

For the year ended 31 December, 2022, our net interest income was RMB135.6 million; our net profit was RMB72.4 million;
and our outstanding loan amounted to RMB851.7 million.

In 2022, the global economic recovery from the epidemic was far less than expected and so is China. Affected by (i) China
tightened economic policies in the second half of 2021 to curb overheated demands; (i) ongoing epidemic reduced
residents’ income and market expectations for economic growth; (i) Russian-Ukrainian war disrupted global raw material
prices; and (iv) international trade wars intensified resulting in restructuring of global supply chains, China’s market
expectations for economic growth and residents’ consumption were weakened, and the price indices and inflation
expectations of major developed countries were soared. The world entered a stage of rapid rate hikes, which dampened
consumption and investment demand. Given such backdrop and the fact that major developed countries have been China’s
main exporters, both domestic and foreign demands were sluggish as compared with the previous year in 2022, especially
in the second half of 2022.

Meanwhile, the Chinese government promulgated a series of supporting policies for protecting SMEs from impact from the
pandemic during the outbreak. Those policies brought both positive and negative impacts to the Company’s lending
business. Financial institutions, mainly banks, has increased the grant of inclusive loans to SMEs, expanded the credit
coverage for SMEs and lowered the interest rate for SMEs’ loans significantly. Consequently, such policies weakened the our
market competitiveness as more clients applied for short-term loans resulting in the weaker bargaining power of the
Company.

The Company committed to conducting its operation in a prudent manner to cope with the operation risks. The Company
continued to follow the principle of prudence, small loans and diversified clients as for general credit access and approval;
analyzed the actual needs of the clients and prudently assessed clients’ continuing operation ability and reasonableness of
their loan usage; improved the satisfaction of the clients with efficient approval and flexible use and repayment methods. In
order to maintain the sustainable and steady development of its business, the Company granted loans to those with quality
residential properties and other assets as collateral, and also promoted the development of mortgage business with
established industrial land and plant. Besides, after the pandemic lockdown was lifted, the Company especially focused on
the post-loan work to follow up clients’ production and operation and adjust their loan usage and repayment schedule in a
reasonable manner for eliminating potential risks, and conducted a timely investigation and adjustment over the asset value
assessment criteria and mortgage ratio for residential mortgage loans.

In order to promote the construction of a learning-oriented organizational culture and meet the learning needs of employees
to expand their horizons, exchange knowledge, and improve skills, we have launched reading sharing sessions. With the
purpose of “reading for self-cultivation and learning for application” and the principle of fully exchanges, encouragement of
collision, deep thinking, and active expression, we provide all employees with a platform for reviewing typical projects,
industry research and analysis, and sharing of reading experience. In addition, we inspire them to gain knowledge for
development through learning and exchange. At the same time, we also train employees to become mentors, and formulate
training topics based on their own work experience. As such, they can explain the problems that arouse in the work, so that
the training is more targeted and practical problems can be solved better.

In 2023, our Group will continue to focus on business development and repay Shareholders and the society with our
practical actions.

Quanzhou Huixin Micro-credit Co., Ltd.
WU Zhirui
Chairman

29 March 2023
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INDUSTRY OVERVIEW

In 2014, the National Development and Reform Commission of the PRC (£ A R H M E B X 3 & Ml £ & 8 2) designated
Quanzhou City as a pilot zone for the comprehensive reform of the private economy, initiating reform programs that include
improving the financial services sector as well as increasing the financial support of, and the financing resources available to,
private enterprises. In December 2015, the State Council promulgated the Plan for Promoting the Development of Inclusive
Finance (2016-2020) (Guo Fa [2015] No. 74) (HEEZHELRIERERE (2016-2020%F) (K E[2015]745%), which aims to
improve the quality and the coverage of inclusive finance service. In 2017, the government of Quanzhou City promulgated
the Opinions on Promoting the Sound and Sustainable Development of Micro-credit Companies, Pawnshop Companies and
Financing Guarantee Companies (M ARBITENMEE NEERAR « BETHNRERRARBRREFEERNETER),
which encourages microfinance companies to develop innovative businesses. In 2018, the Quanzhou Financial Affairs
Bureau (RIMNTTE @ TYER) and certain other government departments promulgated Opinions on the Implementation of
Strengthening Financial Services of Real Economy to further Facilitate and Reduce the Cost of the Financing (B8HA M58 & &
BESRRGE S ERREHREENEHS R), which allow microfinance companies in Quanzhou to comprehensively
carry out microfinance business mainly for SMEs and ‘agriculture, rural and farmers’ (=/2) in Quanzhou City. In 2021, to
further support the development of microfinance companies in Quanzhou City, Quanzhou Financial Affairs Office promulgated
Opinions on Promoting the Sound and Sustainable Development of Micro-credit Companies (5 T4 B T YE# A = B
ENEERRARERRERNETER).

BUSINESS OVERVIEW

Our Group is principally engaged in loan business. Based in Quanzhou City, we are the largest licensed microfinance
company in Fujian province in terms of revenue in 2022, according to the statistics of the Fujian Financial Supervision Bureau
(BREMFTLREEEER). We are primarily dedicated to providing local entrepreneurial individuals, SMEs and
microenterprises with practical and flexible short-term financing solutions to support their continued development and
address their ongoing liquidity needs.

During the Reporting Period, we generated substantially all of our income by charging interest on the loans extended to our
customers. For the year ended 31 December 2022, the total loans granted to our customers amounted to RMB1,194.0
million. Our interest income from loans receivable was RMB138.5 million for the year ended 31 December 2022.

Quanzhou Huixin Micro-credit Co., Ltd.
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We financed our operations primarily through a combination of share capital of our Shareholders and bank borrowings. The
following table sets forth our share capital, net capital, principal amount of outstanding loans and loan/net capital ratio as of
the dates indicated:

As of 31 December

2021

Share capital (RMB in millions) 680.0 680.0
Net capital (RMB in millions)” 1,239.3 1,207.5
Principal amount of outstanding loans (RMB in millions) 851.7 1,036.6
Loan/net capital ratio” 0.69 times 0.86 times
Notes:

1) Represents the aggregate of our share capital, reserves and retained profits of our Group.

(] Represents the principal amount of our outstanding loans divided by our net capital.

Our Loan Business

Loan Portfolio

The principal amount of our outstanding loans decreased steadily from RMB1,036.6 million as of 31 December 2021 to
RMB851.7 million as of 31 December 2022, primarily due to the adjustment of our loan size as the slowdown in local
economy growth and the easing of bank credit policies has seized the loan market.

The following table sets forth the balance of our loans by industry as of the dates indicated:

As of 31 December

2021
RMB’000 %

Manufacturing 384,597 45.2 501,284 48.4
Wholesale and retail 49,793 5.8 120,651 11.6
Financial 101,414 11.9 101,829 9.8
Construction 110,838 13.0 114,371 11.0
Public facilities and commercial service 62,160 7.3 58,724 5.7
Agriculture 77,500 9.1 83,500 8.1
Transportation, warehousing and post 1,100 0.1 7,715 0.7
Others 64,274 7.6 48,564 4.7
Total 851,676 100.0 1,036,638 100.0
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Revolving Loans and Term Loans

We offer two types of loans, namely, revolving loans and term loans, as part of our flexible financing solutions, depending on
a customer’s repayment and re-borrowing needs. The following table sets forth the principal amount of our revolving loans
and term loans as of the dates indicated:

As of 31 December

2021
RMB’000 %

Principal amount of outstanding loans:

Revolving loans 588,065 69.0 603,680 58.2
Term loans 263,611 31.0 432,958 41.8
Total 851,676 100.0 1,036,638 100.0

Loan Portfolio by Security
Our loans receivable consist of credit loans, guaranteed loans and collateral-backed loans. The following table sets forth our
loan portfolio by security as of the dates indicated:

As of 31 December

2021
RMB’000 %

Principal amount of outstanding loans:

Credit loans 2,000 0.2 53,710 5.2

Guaranteed loans 151,802 17.8 241,503 23.4
Collateral-backed loans

— with guarantee 418,569 49.2 523,153 50.4

— without guarantee 279,305 32.8 218,272 21.0

Total 851,676 100.0 1,036,638 100.0

Our credit loans and guaranteed loans decreased from RMB53.7 million and RMB241.5 million as of 31 December 2021 to
RMB2.0 million and RMB151.8 million as of 31 December 2022, respectively, mainly because we enhanced our approval
standard of the loans and strategically reduced the credit and guaranteed loans to cope with the market changes.
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The following table sets forth the interest rates of our loans by security as of the dates indicated:

As of 31 December

2021
% (lowest) % (highest)

Credit loans 12.0 12.0 12.0 21.6
Guaranteed loans 12.0 24.0 12.0 24.0
Collateral-backed loans
— with guarantee 12.0 24.0 15.0 24.0
— without guarantee 8.0 24.0 8.0 24.0

Collateral-backed Loans

The collateral obtained by our Group under our collateral-backed loans mainly consists of building ownership rights, building
and land use rights, and shares. The following table sets forth the types of collaterals under our collateral-backed loans as of
the dates indicated:

As of 31 December

2021
RMB’000

Building ownership rights 380,574 366,144
Building and land use rights 73,250 132,288
Shares 161,868 179,940
Others 82,182 63,053

Maturity Profile of Loan Portfolio

As of 31 December 2022, our maturity profiles within one year and over one year accounted for 83.2% and 16.8% of the
total principal amount of outstanding loans, respectively. The following table sets forth the maturity profile of our loans based
on the contractual maturity date of the principal amount as of the dates indicated:

As of 31 December

2021
RMB’000 %

Principal amount of outstanding loans:

Past due 119,219 14.0" 132,830 12.8"
Due within three months 202,548 23.8 208,577 20.1
Due between three months and one year 386,825 45.4 541,087 52.2
Due over one year 143,084 16.8 154,144 14.9
Total 851,676 100.0 1,036,638 100.0
Note:
(1) The percentage equals to the default ratio as of the respective dates during the Reporting Period, representing the balance of principal amount of past

due loans divided by the total principal amount of our outstanding loans.
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Past Due Loans

The principal amount of our past due loans was RMB132.8 million and RMB119.2 million as of 31 December 2021 and
2022, respectively, accounting for 12.8% and 14.0% of the total principal amount of our outstanding loans as of the same
dates.

We had 25 past due loans with an aggregate amount of RMB132.8 million as of 31 December 2021. As of 31 December
2022, RMB13.3 million of the principal amount of these past due loans as of 31 December 2021 had been settled and
RMB10.2 million of the principal amount of these past due loans as of 31 December 2021 had been written off. As of 31
December 2022, the remaining portion of principal amount of past due loans as of 31 December 2021 was RMB109.3
million and the allowance for impairment losses for these loans was RMB45.1 million.

As of 31 December 2022, we had 26 past due loans with an aggregate principal amount of RMB119.2 million, and our
allowance for impairment losses for these past due loans as of the same date was RMB26.3 million.

The principal amount of our past due loans decreased from RMB132.8 million as of 31 December 2021 to RMB119.2 million
as of 31 December 2022, mainly because some loans have been settled through the disposal of pledges. Since most of the
past due loans were pledged or guaranteed by collaterals, we expect the loss probability of our past due loans is low.

Loan Portfolio by Exposure Size
The following table sets forth the distribution of the principal amount of our outstanding loans and the number of borrowers

by exposure size as of the dates indicated:

As of 31 December

2021
Number of
borrower”  RMB’000 %%
Principal amount of outstanding loans:
Up to RMB1.0 million 105 48,135 5.6 183 87,864 8.5
Over RMB1.0 million to RMB3.0
million (inclusive) 58 116,870 13.7 74 129,784 12.5
Over RMB3.0 million to RMB5.0
million (inclusive) 73 330,940 38.9 79 360,965 34.8
Over RMB5.0 million to RMB10.0
million (inclusive) 15 153,015 18.0 24 204,824 19.8
Over RMB10.0 million 8 202,716 23.8 12 253,201 24.4
Total 259 851,676 100.0 372 1,036,638 100.0
Notes:
(1) Loans granted to a single borrower under multiple loan agreements are aggregated for the purpose of the calculation of loan exposure size to such
customer.
2) Represents the principal amount of outstanding loans of each category divided by the total principal amount of our outstanding loans.
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We adopted a loan classification approach to manage our loan portfolio risk. We categorize our loans by reference to the
“Five-Tier Principle” set forth in the Guideline for Loan Credit Risk Classification (&t @\k 5 $8153!) issued by the China
Banking and Insurance Regulatory Commission (FBIIRTTIRR BB S Z B'). We make provisions for the anticipated level
for loan loss after categorizing the loan according to the “Five-Tier Principle”. According to the “Five-Tier Principle”, our loans

are categorized as “normal”, “special-mention”, “substandard”, “doubtful” or “loss” according to their levels of risk. We
consider our “substandard”, “doubtful” and “loss” loans as non-performing loans. The following table sets forth the

breakdown of the total principal amount of our outstanding loans by category as of the dates indicated:

As of 31 December

2021
RMB’000 %

Normal 508,440 59.7 671,331 64.8
Special-mention 259,680 30.5 262,029 25.3
Substandard 30,658 3.6 47,167 4.6
Doubtful 51,647 6.1 52,736 5.1
Loss 1,251 0.1 3,375 0.2
Total 851,676 100.0 1,036,638 100.0

We assess impairment either collectively or individually as appropriate. We assess our loans for impairment at the end of
each relevant period, determine a level of allowance, and recognize any related provisions using the concept of impairment
under HKFRS 9. For the loans in stage 1 and stage 2 for measurement of ECL which were the “normal” loans and part of
“special-mention” loans, given that they are not impaired, we make collective assessment based primarily on factors
including prevailing general market and industry conditions and historical impaired ratio. For remaining loans, the impairment
losses are assessed individually by evaluating the loss that we expect to incur on the balance sheet date.

As of 31 December 2021 and 2022, our “substandard” loans decreased from RMB47.2 million as of 31 December 2021 to
RMB30.7 million as of 31 December 2022 mainly because (i) part of the past due loans of the Company categorized as
“normal” and “special-mention” in 2021 with aggregate amount of RMB1.4 million were downgraded to “substandard” taking
into account of the borrowers’ repayment ability; (i) RMB6.3 million of our “substandard” loans as of 31 December 2022
were collected; and (i) RMB11.6 million of our “substandard” loans in 2022 were downgraded to “doubtful”. Our “doubtful”
loans decreased from RMB52.7 million as of 31 December 2021 to RMB51.6 million as of 31 December 2022 mainly
because RMB8.9 million of principal amount of the past due loans were written off as a result of the increasing credit risk.
Meanwhile, RMB3.7 million of our “doubtful” loans as of 31 December 2021 were collected in 2022. RMBO0.8 million of our “loss”
loans were collected and RMB1.3 million of our "loss* loans were written off during the Reporting Period.
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The following table sets forth the key default and loss ratios reflecting the asset quality of our loan business:

As of/For the year ended
31 December

Non-performing loan ratio”

Balance of non-performing loans receivable

Balance of gross loans receivable

Allowance coverage ratio®

Allowance for loans losses”

Balance of non-performing loans receivable

Provision for impairment losses ratio®

Loss ratio®

Net charge of impairment allowance on loans receivable
Interest income

9.8%
83,556
857,724
70.0%
58,456
83,556
6.8%
5.9%
8,163
138,471

2021
(RMB’000,
except for
percentage)

9.9%
108,279
1,043,415
59.3%
61,235
103,279
5.9%
8.0%
11,175
139,140

Notes:

1) Represents the balance of non-performing loans receivable divided by the balance of gross loans receivable. Non-performing loan ratio indicates the

quality of our loan portfolio.

2 Represents the allowance for loans losses for all loans divided by the balance of non-performing loans receivable. The allowance for non-performing
loans losses for all loans includes allowances provided for performing loans and allowances provided for non-performing loans. Allowance coverage ratio

indicates the level of allowance we set aside to cover probable loss in our loan portfolio.

3) Allowance for loans losses reflects our management’s estimate of the probable loss in our loan portfolio.

(4) Represents the allowance for loans losses divided by the balance of gross loans receivable. Provision for loans losses ratio measures the cumulative level

of provisions.

5) Represents the net charge of impairment allowance on loans receivable divided by our interest income. Loss ratio is a benchmark which our

management uses to monitor our financial results in relation to impairment losses incurred.

Our non-performing loans receivable decreased from RMB103.3 million as of 31 December 2021 to RMB83.6 million as of
31 December 2022 as a result of the settlement and write-off of some loans. Our non-performing loan ratio was 9.9% and 9.8%

as of 31 December 2021 and 2022.
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Compliance with Key Regulatory Requirements

The following table summarizes the key statutory capital requirements and lending restrictions applicable to us and our

compliance status for the year ended 31 December 2022:

Key requirements

Compliance status

The registered capital of a microfinance company in Fujian province shall
not be lower than RMB100 million.

The debt to net capital ratio of a microfinance company in Quanzhou city
is capped at 100%.

The Provision on Issues Concerning Applicable Legal Norms for the
Court’s Trial of Lending Cases (Amended in December 2020) (F& =& A RJ%
RN EE REEERMMERERE THERRE(020F12 HERT)) (the
“2020 Judicial Interpretation”) promulgated by the Supreme People’s
Court (&= ARZEPT) on 29 December 2020 which became effective on 1
January 2021 provides that: (i) the interest on a loan accruing from the
effective date of the loan agreement to 20 August 2020 calculated
pursuant to the then judicial interpretation; and (i) the interest on a loan
accruing from 19 August 2020 calculated pursuant to the 2020 Judicial
Interpretation, shall be supported by the court if the loan agreement took
effect before 20 August 2020 and the lending case in relation to such loan
agreement accepted by the court after 20 August 2020.

A microfinance company shall not grant loans to its own shareholders,
directors, senior management and their related parties.

The outstanding amount of loan made to the same borrower by a
microfinance company cannot exceed 10% of the net capital of such
microfinance company.

Upon the listing of the H shares of the Company on the main board of the
Stock Exchange on 30 September 2016, the ratio of the balance of
outstanding loans of up to a maximum of RMB5.0 million to a single
borrower to the total balance of outstanding loans that is applicable to
the Company shall not be lower than 70% (the “Amended 70%
Requirement”).

Quanzhou Huixin Micro-credit Co., Ltd.
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Our Group complied with such requirement
for the year ended 31 December 2022.

Our Group complied with such requirement
for the year ended 31 December 2022.

Our Group complied with such applicable
requirement for the year ended 31 December
2022.

Our Group complied with such requirement
for the year ended 31 December 2022.

Our Group complied with such requirement
for the year ended 31 December 2022.

Our Group complied with the Amended 70%
Requirement for the year ended 31 December
2022.



FINANCIAL OVERVIEW

Interest Income, Net

We generate substantially all of our interest income from interest on loans that we provide to our customers. We incur
interest expense on bank borrowings which are principally used to fund our loan business.

The following table sets forth our interest income and interest expense for the years indicated:

Year ended 31 December

2021
RMB’000

Interest income on:

Loans receivable 138,502 139,788
Interest expense on:

Bank loans (2,823) (2,068)
Lease liabilities (81) (26)
Interest income, net 135,598 137,694

Interest Income

Our interest income from short-term financings provided to entrepreneurial individuals, SMEs and microenterprises primarily
consists of interest income from our outstanding performing loans. Interest income from outstanding performing loans is
mainly affected by (i) the balance of our outstanding performing loans; and (i) the effective interest rates that we charge on
our performing loans.

The following table sets forth the average balance of our outstanding performing loans and corresponding average effective
interest rate per annum for the years indicated:

Year ended 31 December

2021

Average balance of outstanding performing loans (RMB’000) 734177 805,903
Average effective interests rate per annum® 16.08% 15.25%
Notes:

1) Calculated as the average balance of the principal amount of our outstanding performing loans at the end of each month for the years indicated.

2 Calculated by dividing the interest income for the year by the average balance of outstanding performing loans for the years indicated.

Quanzhou Huixin Micro-credit Co., Ltd.
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Our loan business is primarily funded by our share capital as well as our bank borrowings. Our interest income slightly
decreased by 0.9% from RMB139.8 million for the year ended 31 December 2021 to RMB138.5 million for the year ended
31 December 2022. The average balance of our outstanding performing loans decreased by 8.9% from RMB805.9 million in
2021 to RMB734.2 million in 2022. Such decrease were primarily because of the decrease in our loan size. For the years
ended 31 December 2021 and 2022, our average effective interest rate per annum on our performing loans slightly increased
from 156.3% to 16.1%. Such increase was primarily due to the increase in the interest rate of new loans we granted during
the Reporting Period.

Interest Expense
The following table sets forth the average balance of our short-term bank borrowings and effective interest rates per annum
for the years indicated:

Year ended 31 December

2021

Average balance of bank borrowings!” (RMB’000) 49,464 44,405
Effective interests rate per annum® 5.71% 4.66%
Notes:

1) Calculated as the average balance of our bank borrowings for the years indicated.

(] Calculated by dividing the interest expense for the year by the average balance of bank borrowings for the year.

Our average balance of bank borrowings increased from RMB44.4 million for the year ended 31 December 2021 to
RMB49.5 million for the year ended 31 December 2022, which was generally in line with our business development.

Net Charge of Impairment Allowance on Loans and Accounts Receivable

Net charge of impairment allowance on loans and accounts receivable mainly arose from the balance of allowance for
impairment loss we made in relation to our loans and accounts receivable during the relevant periods.

We review our loan portfolios and finance leases periodically to assess whether any impairment losses exist and the amount
of impairment losses if there is any evidence of impairment. Our management reviews the methodology and assumptions
used in estimating future cash flows regularly to minimize difference between loss estimates and actual loss.

Our net charge of impairment allowance on loans and accounts receivable for the years ended 31 December 2021 and 2022
were RMB10.9 million and RMB7.8 million, respectively. Such decrease was primarily due to (i) the decrease in provision of
loans as a result of the decline of credit risk of the market; and (i) the collection of previously impaired loans resulting in the
reversal of provisions.
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Operating and Administrative Expenses

Our operating and administrative expenses mainly include taxes and surcharges, staff costs, depreciation and amortization
expenses, auditor’'s remuneration and others. The table below sets forth the components of our operating and administrative
expenses by nature for the years indicated:

Year ended 31 December

2021
RMB’000

Tax and surcharges 926 1,210
Staff costs:

Salaries, bonuses and allowances 11,395 12,283

Other social welfare 2,194 2,222
Depreciation and amortization 3,532 2,996
Auditor’s remuneration 1,415 1,415
Others 5,055 5,338
Total operating and administrative expenses 24,517 25,464

Our tax and surcharges primarily comprise city maintenance and construction tax and additional education fee, accounting
for 4.8% and 3.8% of our operating and administrative expenses for the years ended 31 December 2021 and 2022,
respectively. Staff costs, including salaries, bonuses and allowances paid to employees, other social welfare insurance and
benefits, accounted for 57.0% and 55.4% of our operating and administrative expenses for the years ended 31 December
2021 and 2022, respectively.

Our operating and administrative expenses decreased from RMB25.5 million for the year ended 31 December 2021 to
RMB24.5 for the year ended 31 December 2022 mainly because of the decrease in staff costs.

Net Investment Losses

Our net losses on financial instrument consist of dividend and other income, net realized losses and gains, and unrealized
losses.

Year ended 31 December

2021
RMB’000

Dividend and other income 6,880 7,162
Net realized (losses)/gains (6,974) 11,327
Unrealized losses (12,224) (27,584)
Total (12,318) (9,095)

Our net investment losses increased from RMB9.1 million for the year ended 31 December 2021 to RMB12.3 million for the
year ended 31 December 2022 mainly due to the fluctuation of the stock price of PRC listed securities we invested.
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Other Income and Gains, Net

Our net other income and gains consist of interest from bank deposits, government grants, disposal of property and
equipment, and other gains.

The following table sets forth the details of our net other income and gains for the years indicated:

Year ended 31 December

2021
RMB’000

Government grants 2,954 1,131
Interest from bank deposits 590 415
Others 1,367 1,557
Total 4,911 3,103

Income Tax Expense

During the years ended 31 December 2021 and 2022, we were subject to the general tax rate of 25% pursuant to the
Enterprise Income Tax Law (12 FT15#)%) which became effective from 1 January 2008, and was amended on 24 February
2017 and 29 December 2018. Our income tax expense for the years ended 31 December 2021 and 2022 was RMB20.2
million and RMB23.2 million, respectively, and our effective tax rate for the same years was 24.6% and 24.3%.

The Directors confirmed that we have paid all relevant taxes and are not subject to any dispute or unresolved tax issues with
the relevant tax authorities in the PRC.

Net Profit and Total Comprehensive Income for the Year

As a result of the foregoing, we recorded net profit, defined as net profit and total comprehensive income, of RMB62.0
million and RMB72.4 million for the years ended 31 December 2021 and 2022, respectively. The profit attributable to owners
of the parent company for the year ended 31 December 2021 and 2022 was RMB42.1 million and RMB60.7 million.

Liquidity and Capital Resources

We have in the past funded our working capital and other capital requirements primarily by equity contributions from our
shareholders, bank borrowings and cash flows from operations. Our liquidity and capital requirements primarily relate to
granting loans and other working capital requirements. We monitor our cash flows and cash balance on a regular basis and
strive to maintain liquidity that can meet our working capital needs while supporting a healthy level of business scale and
expansion.

Our gearing ratio which represented the percentage of our net debt divided by the aggregate of our capital and net debt,
decreased from 5.6% as of 31 December 2021 to —10.2% as of 31 December 2022, mainly because of the increase in cash
and cash equivalents.
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Cash Flows

The following table sets forth a selected summary of our cash flows statement for the years indicated:

Year ended 31 December

2021
RMB’000

Net cash flows from operating activities 215,189 43,475
Net cash flows used in investing activities (1,583) (8,169)
Net cash flows used in financing activities (111,489) (31,047)
Net increase in cash and cash equivalents 102,117 9,259
Cash and cash equivalents at the beginning of year 28,707 19,686
Effect of foreign exchange rate changes, net 254 (238)
Cash and cash equivalents at the end of year 131,078 28,707

Net cash flows from operating activities

Our business involves a substantial amount of operating cash turnover as well as ongoing funding in the ordinary course of
business undertaking, given the capital-intensive nature of short-term microfinance business.

Our cash generated from operating activities primarily consists of loans repaid by our customers and interest income from
loans that we grant to customers. Our cash used in operating activities primarily consists of that we extend to our customers.
Net cash flows from operating activities reflect: (i) our profit before tax adjusted for non-cash and non-operating items, such
as unrealised losses, charge on impairment, accreted interest on impairment loans, foreign exchange (gain)/loss, loss on
disposal of property and equipment, as well as depreciation and amortization; (i) the effects of changes in working capital;
and (jii) income tax paid.

Net cash flows from operating activities for the year ended 31 December 2022 was RMB215.2 million. Net cash flows
generated from operating activities before working capital adjustment was RMB101.9 million. Cash inflows primarily
consisted of: (i) the decrease in loan size resulting in the decrease in loans and accounts receivable of RMB196.5 million; (ii)
the increase in financial liabilities at fair value through profit or loss of RMBO0.4 million; and (jii) the decrease in other assets of
RMB1.3 million. Cash outflows primarily consisted of: (i) the increase in financial assets at fair value through profit or loss of
RMB46.5 million; and (i) the decrease in other payables of RMB4.7 million.

Net cash flows used in investing activities

For the year ended 31 December 2022, our net cash flows used in investing activities was RMB1.6 million, which was mainly
due to the purchase of property and equipment and intangible assets.

Net cash flows used in financing activities

For the year ended 31 December 2022, our net cash flows used in financing activities was RMB111.5 million, which is mainly
consisted of: (i) the payment of dividend of RMB34.0 million; (i) the dividend paid to non-controlling shareholders of JJHX of
RMB6.7 million; (i) the net repayment of bank borrowings of RMB67.6 million; (iv) the payment of interests on bank
borrowing of RMB2.3 million; and (v) the lease payments of RMB0.9 million.

Quanzhou Huixin Micro-credit Co., Ltd.
Annual Report 2022

17



1

Cash management

We have established certain management measures to manage our liquidity. As our business relies primarily on its available
cash, we normally set aside a sufficient amount of cash for general working capital needs, such as administrative expenses
and payment of interests on bank borrowings, and use substantially all of the remainder for granting loans to our customers.
As of 31 December 2021 and 2022, the total cash and cash equivalents amounted to RMB28.7 million and RMB131.1
million, respectively, which we considered to be adequate based on our actual working capital needs.

Selected Items of the Statements of Financial Position

As of 31 December

2021
RMB’000

Assets

Cash and cash equivalents 143,269 40,898
Financial assets at fair value through profit or loss 318,056 283,741
Loans and accounts receivable 799,394 983,289
Property and equipment 9,905 11,243
Right-of-use assets" 1,112 1,498
Goodwill 14,729 14,729
Other Intangible assets 548 437
Deferred tax assets 27,041 19,568
Other assets 11,899 13,283
Total assets 1,325,953 1,368,686
Liabilities

Interest-bearing bank borrowings 38,919 106,051
Financial liabilities at fair value through profit or loss 10,356 9,976
Lease liabilities 1,191 1,654
Income tax payable 12,424 15,230
Provision 13,114 12,670
Deferred tax liabilities 735 856
Other payables 9,896 14,705
Total liabilities 86,635 161,142
Net assets 1,239,318 1,207,544
Note:

1) The right-of-use assets mainly consist of the leases of properties.
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Cash and Cash Equivalents

Cash and cash equivalents primarily consist of our cash in hand and cash at banks. As of 31 December 2021 and 2022, we
had cash and cash equivalents of RMB40.9 million and RMB143.3 million, respectively. Such increase in our cash and cash
equivalents was primarily due to the decrease in loan size.

Loans and Accounts Receivable
Our loans and accounts receivable consist of net lease receivables and loans receivable. We consider a financial asset in
default when it is overdue for more than 90 days.

The following table sets forth our loans and accounts receivable and allowance for impairment losses as of the dates
indicated:

As of 31 December

2021
RMB’000

Net lease receivables 392 1,102
Loans receivable 857,724 1,043,715
Total loans and accounts receivable 858,116 1,044,817

Less: Allowance for impairment losses

— Individual assessed (50,737) (46,676)
— Collective assessed (7,985) (14,852)
Total allowance for impairment losses (58,722) (61,528)
Net loans and accounts receivable 799,394 983,289

QOur net loans receivable decreased from RMB983.3 million as of 31 December 2021 to RMB799.4 million as of 31
December 2022 because of the slow growth of national economic and the decreased capital needs of enterprises as a result
of the impact of pandemic.
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As of 31 December 2022, our maturity profiles within one year and over one year accounted for 83.3% and 16.7% of the
total loans, respectively. The following table sets forth a maturity portfolio of our gross loans receivable as of the dates
indicated:

As of 31 December

2021
RMB’000 %

Past due 119,219 13.9 132,916 12.7
Due within three months 206,096 24.0 211,285 20.2
Due between three months and six months 211,808 24.7 308,435 29.6
Due between six months and one year 177,517 20.7 236,883 22.7
Due over one year 143,084 16.7 154,196 14.8
Total 857,724 100.0 1,043,715 100.0

The majority of our loans during the years ended 31 December 2021 and 2022 were guaranteed loans and collateral-backed
loans, which accounted for 23.4% and 71.4% of our loans receivables as of 31 December 2021 and 17.8% and 82.0% of
our loans receivables as of 31 December 2022, respectively. The following table sets forth the balance of our gross loans
receivable as of the dates indicated:

As of 31 December

2021
RMB’000 %

Credit loans 2,000 0.2 54,117 5.2
Guaranteed loans 152,514 17.8 243,988 23.4
Collateral-backed loans
— with guarantee 423,354 49.4 526,905 50.4
— without guarantee 279,856 32.6 218,705 21.0
Total 857,724 100.0 1,043,715 100.0

Financial Assets at Fair Value through Profit or Loss

For the year ended 31 December 2022, our financial assets at fair value through profit or loss primarily consisted of wealth
management products, listed securities and funds, unlisted equity investments and private equity funds, and non-performing
loans (“NPLs”).

We invest in wealth management products, listed securities and funds, unlisted equity investments and private equity funds
and NPLs with our laid-up capital, and the investment amount should match our capital structure in terms of scale and must
not affect our ordinary business operations. All such financial assets, depending on their amounts and types, will be strictly
reviewed and approved by our management at different levels. Our securities investment team conducts risk control and
supervision over our investments to effectively manage the investment procedures. As of 31 December 2022, the balance of
our wealth management products, listed securities and funds, unlisted equity investments and private equity funds, and
NPLs were RMB56.9 million, RMB148.6 million, RMB50.4 million and RMB62.2 million, respectively.
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Goodwill
Our goodwill remained at RMB14.7 million as of 31 December 2021 and 2022.

Other Intangible Assets
Other intangible assets slightly increased from RMBO0.4 million as of 31 December 2021 to RMBO0.5 milion as of 31
December 2022.

Deferred Tax Assets

The deferred tax assets increased from RMB19.6 million as of 31 December 2021 to RMB27.0 million as of 31 December
2022, mainly due to the increase in the deductible temporary differences before income tax arising from impairment losses
and unrealized losses on financial instruments.

Other Assets

Our other assets decreased from RMB13.3 million as 31 December 2021 to RMB11.9 million as of 31 December 2022
mainly due to the decrease in prepaid tax, deferred and prepaid expenses and other receivables. The following table sets
forth a breakdown of our other assets as of the dates indicated:

As of 31 December

2021
RMB’000

Repossessed assets 8,612 8,693
Prepaid tax - 328
Deposit payments 3,000 2,600
Deferred and prepaid expenses 163 981
Other receivables 125 630
Total other assets 11,900 13,282

Income Tax Payable
Our income tax payable, which represents our current income tax liabilities, was RMB15.2 million and RMB12.4 million,
respectively, as of 31 December 2021 and 2022.

Other Payables

QOur other payables mainly include payrolls payable, value-added tax and surcharges payable, deposits and others. As of 31
December 2021 and 2022, our other payables were RMB14.7 million and RMB9.9 million, respectively. Such decrease was
primarily due to the decrease in deposits of RMB4.8 million.

Financial Liabilities at Fair Value through Profit or Loss

The liabilities associated with transferred financial assets which were not derecognized were designated as at fair value
through profit or loss since the transferred financial assets were measured on a fair value basis, in accordance with risk
management and investment strategies of our Group.

As of 31 December 2022, we recorded RMB10.4 million of the liability associated with transferred financial assets regarding
a transferred NPL investment that were derecognized. For more details, please refer to note 25 to the consolidated financial
statements.
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Indebtedness

Interest-bearing bank borrowings
The following table sets forth our outstanding borrowings as of the dates indicated:

As of 31 December

2021
RMB’000

Guaranteed bank loans 30,000 98,063
Margin loans 8,919 7,988
Total 38,919 106,051

Lease Liabilities
Our lease liabilities decreased from RMB1.7 million as of 31 December 2021 to RMB1.2 million as of 31 December 2022
mainly because RMBO0.9 million of the rental was paid in 2022.

Provision for a Contingent Liability

As of 31 December 2022, we recorded a provision for a liability of RMB13.1 million in relation to a litigation initiated in
November 2020. Xiangyu Xinghong, as the plaintiff, claimed that the Company, as one of its shareholders, should fulfill its
shareholder’s obligation and pay the capital contribution and the interest with an aggregate amount of RMB12.9 million,
represents 10% equity interest in the Xiangyu Xinghong. Such equity interest in the Xiangyu Xinghong was repossessed by
the Company as a settlement of a non-performing loan with carrying amount of RMB12.7 million from a borrower. In
November 2021, Xiamen Intermediate People’s Court of Fujian Province (f&#4& EPIm f A A R JERT) granted its judgment (the
“Judgement”) in favour of the Xiangyu Xinghong. The Company appealed to High People’s Court of Fujian Province (f&24
SHEARZERT) (“Fujian High Court”) regarding the Judgement in December 2021. In February 2023, Fujian High Court
affirmed the Judgement issued by Xiamen Intermediate People’s Court in Fujian Province. For more details, please refer to
note 8 to the consolidated financial statements.

Contingent Liabilities
Save as disclosed in this annual report headed “Provision for a Contingent Liability”, we had no significant contingent

liabilities as of 31 December 2022.

Capital Expenditures

Our capital expenditures consist primarily of (i) the purchase of intangible assets; and (i) the purchase of fixtures and office
furniture and equipment. The following table sets forth our capital expenditures for the years indicated:

Year ended 31 December
2021
RMB’000
Capital expenditures

— Micro-credit business 1,530 1,326

Total 1,530 1,326
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Related Party Transactions

None of the related party transactions set out in note 30 to the consolidated financial statements constitutes connected
transactions or continuing connected transactions which are subject to the reporting, annual review, announcement and/or
independent shareholders’ approval requirements under Chapter 14A of the Listing Rules.

Commitment and Contractual Obligations

We did not have any capital commitment during the Reporting Period.

Key Financial Ratios

The table below sets out our key financial ratios as of the dates indicated:

As of/For the year ended
31 December

2021

Return on equity" 5.4% 3.8%
Return on assets? 5.5% 4.5%
Gross loans to total assets® 64.7% 76.3%
Gearing ratio® -10.2% 5.6%
Notes:

1) Return on equity is calculated by dividing net profit attributable to owners of the parent for the year by the balance of equity attributable to owners of the

parent as of the indicated dates muiltiplied by 100%.
2 Return on assets is calculated by dividing net profit for the year by the balance of total assets as of the indicated dates multiplied by 100%.

3) Gross loans to total assets ratio equals the gross loans receivable amount as of the indicated dates divided by the total assets as of the same date and
multiplied by 100%. Gross loans receivable represents our total loans receivable before the deduction of allowance for impairment.

4) Gearing ratio equals net debt as of the indicated date divided by the aggregate of our capital and net debt as of the same date multiplied by 100%.

Our return on equity reflecting our financial performance increased from 3.8% for the year ended 31 December 2021 to 5.4%
for the year ended 31 December 2022 primarily due to the increase in profit as a result of the decrease in provision for loan
impairment loss and provision for contingent liabilities in 2022. Our return on assets reflecting our profitability increased from
4.5% for the year ended 31 December 2021 to 5.5% for the year ended 31 December 2022 primarily due to the increase in
profit as a result of the decrease in provision for loan impairment loss and provision for contingent liabilities in 2022, Our
gross loans to total assets reflecting our high capital utilization ratio decreased from 76.3% as of 31 December 2021 to
64.7% as of 31 December 2022 primarily due to the decrease in gross loans. Our gearing ratios reflecting our financial
leverage decreased from 5.6% as of 31 December 2021 to —10.2% as of 31 December 2022, mainly due to the increase in
the amount of cash and cash equivalents.

Off-balance Sheet Arrangements

As of 31 December 2022, we did not have any off-balance sheet arrangements.

Foreign Currency Exposure
Our Group did not use any derivative financial instruments to hedge the risk of exchange rate changes since almost all of our

revenue was from mainland China for the year ended 31 December 2022.
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MATERIAL INVESTMENTS, ACQUISITIONS AND DISPOSALS

There were no material investments (including any investment with a value of 5% or more of the Company’s total assets),
acquisitions or disposals for the year ended 31 December 2022.

FUTURE PLANS FOR MATERIAL INVESTMENTS AND EXPECTED SOURCES OF
FUNDING

Other than bank loans we obtained from commercial banks, we also consider issuing bonds or conducting income rights
transfer and repurchase financing or other investments plans or choices. Nevertheless, as of the date of this annual report,
we do not have any firm intention or formulated any specific plan on material external financing in the short term.

Save as disclosed above, our Group had no future plans for material investments or external financing as of 31 December
2022.

CHARGE ON OUR GROUP’S ASSETS

As of 31 December 2022, we did not have any charges on our assets.

EMPLOYMENT AND EMOLUMENTS

As of 31 December 2022, our Group had 51 employees, all of whom were based in Fujian province. Our employees’
remuneration has been paid in accordance with relevant laws and regulations in the PRC. Appropriate salaries and bonuses
were paid with reference to the actual practices of the Company. Other corresponding benefits include pension,
unemployment insurance and housing allowance.

PROSPECTS

Looking ahead to 2023, the global inflation is expected to slow down. The risk factors threatening global economic growth
have been alleviated, and the pent-up demands of many economies have been released. This will help boost the economy,
and the inflation level may also decline faster. The domestic macroeconomic policies will remain relaxed and promote the
economy to further stabilize and recover. The optimization of pandemic prevention policies will improve the pandemic
situation and accelerate the release of economic vitality. All positive factors will form a joint force to enable a continuous
recovery of China’s economy.

In this new year, our Group remains committed to developing steadily and healthily to forge ahead. It will continue to carry
out informatization construction to improve informatization level and adhere to innovative development by continuously
innovating and making progress in product development and business development. Meanwhile, our Group will further
understand the market rules and regulations, improve various working systems, and maintain its core competitiveness.
Employees are also encouraged to maintain a positive and enthusiastic attitude towards the work, and to be self-disciplined
and persistent to make personal breakthroughs. Our Group will strive to seize the opportunity of economic recovery and
boost its business to a higher level.
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Directors, Supervisors and Senior Management

DIRECTORS

Mr. Wu Zhirui (2 & #), aged 46, has been our executive Director and Chairman since 20 November 2012 and 18 January
2021, respectively. Mr. Wu was our non-executive Director between January 2010 and April 2010. He resigned in April 2010
and rejoined our Group on 1 January 2011 as a deputy general manager of the Company, responsible for participating in the
day-to-day management of our business operations. He has been the general manager of the Company from 20 November
2012 to 18 January 2021. He is primarily responsible for formulating and implementing our corporate strategies, overseeing
our overall business development and implementing operation plans and participating in the day-to-day management of our
business operations. Currently, Mr. Wu also serves as a legal representative of Quanzhou Huixinxing. Mr. Wu has
approximately 20 years of experience in enterprise management. Prior to joining our Group, from September 2000 to March
2004, he worked as the branch representative of Zhengzhou branch of Xiahua Monitor System Co., Ltd.* (EZEZRRAE R
A 7A]) (being principally engaged in selling colorful monitors), being a subsidiary of Xiamen Overseas Chinese Electronic Co.,
Ltd.* (EF9EBE FIRMARAT]), a company listed on the Shanghai Stock Exchange (stock code: 600870) (being
principally engaged in the development, production and manufacturing of the components of electronic devises and
hardware fittings). He was responsible for marketing management during the relevant period. From July 2006 to December
2007, Mr. Wu worked as a strategy consultant at Guangzhou Zhenglue Junce Management Consultancy Company Limited*
(BN IERHREEZMRABR AR, which was principally engaged in management consultancy. He was responsible for
providing strategic planning during the relevant period. From December 2007 to December 2010, he worked as the general
manager of the operation and management department of Septwolves Group Holding Co., Ltd.* (£ IEiRIZE £ B KS B R
‘NA]) (“Septwolves Group Holding”) (a Company principally engaged in project investment and asset management
business), where he was responsible for participating in project investment and branch management and control.

Mr. Wu graduated from Xiamen University (EF9A&%), the PRC in July 2000 with a bachelor’s degree in management. He
subsequently obtained a master’s degree in business administration from Xiamen University (EF9X22), the PRC in June
2006.

Mr. Zhou Yongwei (JE7K{&) (formerly known as Mr. Zhou Lianqgi (B H])), aged 60, has been our executive Director
since 8 January 2010. He is primarily responsible for corporate strategic planning and overall business development and
management of our Group. Mr. Zhou has approximately 35 years of experience in finance and investment, and has extensive
experience in corporate management and business operations. Mr. Zhou joined our Group on 8 January 2010 as a Director.
He served as our Chairman from 8 January 2010 to 18 January 2021. Mr. Zhou worked as a salesperson and deputy branch
director in the Jinjing office, Jinjiang branch of the Bank of China from January 1981 to June 1987 and from July 1987 to
May 1993, respectively. He was responsible for the daily business operation management during the relevant period. He has
worked as a director of Fujian Septwolves Industry (formerly known as Fujian Septwolves Clothing Industry Company
Limited* (fB2-EILRBKEEEGRAR]), a company listed on the Shenzhen Stock Exchange (stock code: 002029) and
principally engaged in the design, manufacturing, and sale of clothing products and clothing raw materials since May 1993.
He was responsible for strategic planning and overall management during the relevant period. Mr. Zhou has been a director
and chairman of Fujian Septwolves Group (@ company principally engaged in project investment and asset management
business) since January 1997 and October 2008, respectively. He was responsible for strategic planning and overall
management during the relevant period. He worked as a director of Septwolves Group Holding (a company principally
engaged in project investment and asset management business) since February 2000 and he is responsible for strategic
planning but does not participate in its daily management. In addition, he has served as a director of various companies
invested or controlled by Fujian Septwolves Group, including Fujian Baiying Financing Guarantee Co., Ltd.* ({RiZ B FEREE &
1RAX1D AR A 7)) (formerly known as Jinjiang Financing Guarantee Co., Ltd.* (B LRI & R AR E TR 7).
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Directors, Supervisors and Senior Management (continued)

Mr. Zhou obtained a bachelor’s degree in economics and administration management from the Nanjing Institute of Poalitics,
the PRC (B9 R BUAERT) in December 2013. Mr. Zhou received the Bauhinia Cup Outstanding Entrepreneur Award from the
Hong Kong Polytechnic University on 28 November 2013. Mr. Zhou was further recognized as the National Model Worker by
the State Council in April 2010. He also served as a member of the People’s Congress of Fujian Province* ({824 ARR X
K@) for a term, from January 2013 to January 2018, and as a member of the Standing Committee of the People’s
Congress of Jinjiang City (BT ARRE K E) for a term, from December 2011 to December 2016. Mr. Zhou was elected
vice president of the Federation of Industry and Commerce of Xiamen City* (BP9 T 24 2) for a term from December
2017 and vice chairman of Fujian Overseas Chinese Federation* ({824 f&#) for a term from September 2017. He was
elected as the first president of the Oversea Chinese Businessmen Federation of Quanzhou City* (RINTTEEEA E) in
December 2012.

Mr. Yan Zhijiang (BE7&5I), aged 41, was appointed as executive Director, joint company secretary, and general manager on
11 November 2013, 3 September 2014, and 18 January 2021, respectively. He worked as the deputy general manager
since 10 July 2014 and was subsequently appointed as the general manager of the Company on 18 January 2021. He is
primarily responsible for formulating and implementing our corporate governance measures and risk management policy,
implementing operational plans, and participating in the day-to-day management of our business operations. Mr. Yan has
approximately 19 years of experience in legal affairs and risk management. Mr. Yan joined our Group on 11 November 2013
as an executive Director and had been the secretary of the Board. Prior to joining our Group, he worked as a legal executive
of Xiamen Xintaiyang Import and Export Trading Company Limited* (B P9#72=[5 & £ 0 E 5B R A 7)) (@ company principally
engaged in import and export, trade and processing) from July 2003 to January 2005 and was responsible for corporate
legal matters. From February 2005 to February 2006, he worked as a clerk of Dehua County People’s Court* (8118 A RAR),
where he was responsible for assisting the judge and for record keeping. Mr. Yan was a trainee lawyer and a lawyer at
Xiamen Jianchang Law Office* (B P92 S £ATESAT) from February 2006 to May 2008. From June 2008 to July 2010, Mr.
Yan headed the legal department of Septwolves Group Holding and was responsible for corporate legal matters. From
August 2010 and March 2014, he worked as the general manager of the risk management department of Septwolves Group
Holding. He was responsible for corporate legal matters and risk management matters during the relevant period.

Mr. Yan received the Legal Professional Qualification Certificate issued by the Ministry of Justice of the PRC in February
2006, and has been a qualified secretary of the Board as accredited by the Shanghai Stock Exchange since 9 August 2013.
Mr. Yan obtained a bachelor’s degree in law from Sun Yat-sen University, the PRC (% 117X 22) in July 2003.

Ms. Liu Aigin (2]E%), aged 46, was re-designated as our executive Director on 25 August 2017 and appointed as the
secretary to the Board on 2 July 2021. Prior to her re-designation as an executive Director, Ms. Liu was a non-executive
Director. Ms. Liu currently serves as the head of our financial department and is primarily responsible for financial
management and for providing strategic advice to the business and operations of our Group. From June 2015 to June 2017,
she was the senior manager of the budget management department of Septwolves Group Holding. She was a financial
manager of Xiamen Septwolves Venture Capital Co., Ltd.* (EFI-tITIRAIZEIEFRAF]) from September 2011 to June
2015. Ms. Liu worked as a remuneration and project accountant at Xiamen Broadcast and Television Group* (EF9EEER
£ &) from July 2008 to August 2011. From July 2000 to September 2004, she was employed by Xiamen Jinyang Harness
Industry Company Limited* (B FI& ¥ 5 A T BR A F]), serving as a deputy general manager.

Ms. Liu obtained a bachelor’'s degree in philosophy from Xiamen University, the PRC (EF9AZ%) in July 1999 and a master’s
degree in management from Xiamen University, the PRC in July 2008. She obtained a certificate of intermediate level
accountant qualification in August 2011.
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Directors, Supervisors and Senior Management (continued)

Mr. Jiang Haiying (38 ), aged 47, has been our non-executive Director since 12 June 2015. He is primarily responsible
for providing strategic advice to the business and operation of our Group. Mr. Jiang has over 28 years of experience in
enterprise management. Mr. Jiang worked as the business manager of Fujian Huian Haoda from 1994 to 1997. Since
October 2003, Mr. Jiang has worked as the general manager of Quanzhou Haoxiang.

Mr. Jiang graduated from Otemon Gakuin University, Japan (HZANABRE FFIZH KE) in 26 March 2003, majoring in
international economics. Mr. Jiang has served as the vice president of the Young Entrepreneur Association of Quanzhou
City* (RN FFERERIRE) and the Junior Chamber of Quanzhou City* (RIS E) since 2005. He also has been
the vice president of the Stoning Trade Council of Huian County* (2% %A B4 [F 2 A €) since 2008. Since 2012, he has
served as a member of the Standing Committee of Huian County* (BZ % EZ <€) and the vice president of the Stone
Association of Fujian Province* (1824 A 1T €) Mr. Jiang serves as a member of the People’s Congress of Quanzhou
City (RM M ARRERAE) and an executive member of the Federation of Industry and Commerce of Quanzhou City* (5 /M|

M I EEEAE) since January 2017.

Mr. Cai Rongjun (28$85%), aged 36, has been our non-executive Director since 12 June 2018. He is primarily responsible for
providing strategic advice to the business and operation of our Group. From January 2017 until present, Mr. Cai has served
as the general manager of Fujian Panpan Investment LLC ({82 #31& & B R A F]). Mr. Cai is also the general manager of
Anhui Junan Real Estate Development LLC (Z#IE & HE 2 AR A 7)) since September 2009. Mr. Cai worked as the
general manager of Jinyuan Real Estate Development LLC (&R #E 3 & A R A 7)) of Longyan City from September 2006
to September 2009.

From 2009 until present, Mr. Cai has served as the standing vice president of the Fujian Chamber of Commerce ({82 2)
of Chuzhou City, Anhui Province. Mr. Cai is also a member of the Junior Chamber of Commerce (B &) of Fujian Province
since 2013. He served as a deputy of the 13th People’s Congress of Anhui Province (Z & %+ =@ AKX RK) in 2018.

Mr. Cai graduated from Jiangxi University of Technology (T7aRH%ZE2ER) in December 2016, majoring in business
management.

Mr. Zhang Lihe (583 %), aged 46, has been our independent non-executive Director since 10 July 2014. He is primarily
responsible for providing independent opinion and judgment to our Board, particularly with regard to the financial aspects of
our Group. Mr. Zhang joined our Group on 10 July 2014 as a Director. From December 1999 to May 2012, Mr. Zhang
served as the project manager, senior manager, and partner of Xiamen Tianjian Huatian Accounting Firm* (B9 Af2ZEXRS
=+ ZE 1 F), Tianjian Huazheng Zhongzhou (Beijing) Accounting Firm (Xiamen Branch)* (K2 &/ M dL )& 51 B B8 FT(E
P95 FM), Tianjian Guanghua Accounting Firm (Xiamen Branch)* (K23t E S ETAIESAT(EFI 9 FT) and Tianjian Zhengxin
Accounting Firm (Xiamen Branch)* (KIEIEE&FTENESAT(EPT D FN), respectively. Mr. Zhang was a partner of Grant
Thornton Accounting Firm (Xiamen Branch)* (Bt[E & 5t BN S AT(E T 5 F) from June 2012 to October 2019. He has been
working as the partner of Rongcheng Accounting Firm* (R & 5TAIE AT (formerly known as Huapu Tianjian Accounting
Firm* (# & K e 5HATE 5 F7) from November 2019 until present.

Mr. Zhang is a certified public accountant in the PRC. Mr. Zhang obtained a master’s degree in accounting from Xiamen
University, the PRC (EF9XZ) in December 2007.
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Directors, Supervisors and Senior Management (continued)

Mr. Lin Jianguo (## ), aged 71, has been our independent non-executive Director since 12 June 2017. He is primarily
responsible for providing independent opinion and judgment to our Board. Mr. Lin served in the Chinese People’s Liberation
Army from January 1969 to December 1987. After his military service from February 1988 to October 2011, he worked in the
Bank of China (1 BI#£1T7), successively as the vice president of Shishi Sub-branch, vice president of Jinjiang Sub-branch,
president of Jinjiang Sub-branch, president of Shishi Sub-branch, vice president of Zhangzhou Branch, president of Fuging
Sub-branch and investigator of Quanzhou Branch.

Mr. Lin graduated from Northwestern Polytechnical University (F51E T 2 X £2%) in November 1978, majoring in aerodynamics.

Mr. Sun Leland Li Hsun (#: 3 Bf), aged 61, has been our independent non-executive Director since 12 June 2017. He is
primarily responsible for providing independent opinion and judgment to our Board. Mr. Sun has been an independent non-
executive director of Chongging Rural Commercial Bank Co., Ltd. (BB 2 % $R17) (stock code: 3618) since 2011. He is
also an independent non-executive director and chairman of the audit committee of Mizuho Securities Asia Limited (#1875
F o MAR A A)) and a member of its remuneration committee since 2014. In 2001, Mr. Sun founded Pan Asian Mortgage
Company Limited* (7232 1%387& 5 A R A 7)) in Hong Kong, an innovative non-banking financial services company specializing
in residential mortgage financing. In 1997, he was appointed chief operating officer of the Hong Kong Mortgage Corporation
(B AL BFEHBR A A]) by the Financial Secretary of Hong Kong SAR Government. Previously, he was a senior managing
director of Bear Stearns Asia Limited (32 Bl B B H7& g5 1A R 2 7)), and an executive director of Goldman Sachs (Asia) L.L.C.
(BT BR AR,

Mr. Sun is a vice chairman of the Hong Kong General Chamber of Commerce (B/842€), honorary treasurer of the
Business and Professionals Federation of Hong Kong (BPF) (B8 L E2EiS), and a member of the Executive Committee
of Servicemen’s Guides Association* (B AEE ). Previously, Mr. Sun was the president of The American Club in Hong
Kong (/&% E) and a member of the Executive Committee (Treasurer) and board of governors of the American Chamber
of Commerce in Hong Kong (&6 B ).

Mr. Sun obtained his Master of Business Administration majoring in finance from the UCLA Anderson School of Management
in June 1986 and was named as one of its 100 Most Inspirational Alumni in 2001. He is also a board member of the Fink
Center for Finance & Investments since 2010.

SUPERVISORS

Mr. Wang Shijie (E1t7R), aged 35, was reappointed as an employee representative Supervisor on 11 June 2021 and
appointed as the chairperson of the Supervisory Committee on the same day. He served as an employee representative
Supervisor from March 2016 to 22 August 2017. Mr. Wang joined the Company on 23 June 2014 as a deputy manager of
the risk management department and was promoted to manager in March 2018. He was primarily responsible for our legal
affairs and risk management. Prior to joining our Group, Mr. Wang worked as a legal executive of Liweisi (Fujian) Sports
Products Limited* (=B (1 2)88 B A AR A B), from September 2013 to June 2014. He worked as a legal executive of
Qibu (China) Company Limited* ({2 #(# Bl) B BR 2 7]) from September 2011 to August 2013.

Mr. Wang received the Legal Professional Qualification Certificate issued by the Ministry of Justice of the PRC in August
2011. Mr. Wang obtained a bachelor’s degree in law from Minnan Normal University, the PRC (EIFAT&EIAZ) (formerly
known as Zhangzhou Normal College* (& /1 Bl #3 £2F%)) in June 2011,

Quanzhou Huixin Micro-credit Co., Ltd.
Annual Report 2022



Directors, Supervisors and Senior Management (continued)

Ms. Ruan Cen (Bt%), aged 42, has been an employee representative Supervisor and Chairperson of the Supervisory
Committee since 10 July 2014. Ms. Ruan joined our Group on 1 March 2010 as an administration manager of the Company.
She is primarily responsible for administrative work and team building. Prior to joining our Group, she worked as a
salesperson of Quanzhou Qinggong Gongyi Importing and Exporting (Group) Co., Ltd.* (RME T THEH O(EE)AF) (@
company principally engaged in exporting and importing goods and technology) from July 2004 to June 2006, when she
was responsible for assisting in the business of the company. She worked as a salesperson of Quanzhou Qingyi Co., Ltd.* (&
PNESER Y ATR A R)) (@ company principally engaged in operating and acting as agent in the import and export of goods
and technology) from July 2006 to February 2010, during which time she was responsible for assisting the company with its
business operations.

Ms. Ruan obtained a bachelor’s degree in international economics and trade from Huagiao University, the PRC (& AE2) in
July 2004, and an intermediate economist qualification in January 2011.

Mr. Li Jiancheng (Z#5K), aged 35, has joined our Group as a Shareholder representative Supervisor since 4 February
2016. He resigned as a Shareholder representative Supervisor on 22 August 2017 and rejoined on 12 June 2018. Mr. Li has
worked as an office secretary of Septwolves Group Holding since April 2012.

Mr. Li completed his four-year study in art design from Zhejiang University (31T KX £2), the PRC in July 2011.

Mr. Chen Jinzhu (B £ Bf), aged 46, has been an independent Supervisor since 15 December 2015. From October 2000 to
April 2002, Mr. Chen worked as a legal executive of Xiamen Xinhua Borui Productivity Development Company Limited* (&9
A E 2R AR A F). He worked as a trainee lawyer and lawyer in Fujian Jianchang Law Office* (1@ S 2%
& FT) from May 2002 to October 2011. From November 2011 to January 2017, he worked as a lawyer of the Yingke (Xiamen)
Law Firm* (3t R 2 FHE P9)2EM E 75 FT). Since January 2017, he has been a lawyer of Shanghai Co-effort (Xiamen) Law Firm* (=
Y15 71 (EF9) 72BN E 75 FT). Mr. Chen received the Legal Professional Qualification Certificate issued by the Ministry of Justice
of the PRC in March 2001.

Mr. Chen obtained a bachelor’s degree in law from Northwest University of Politics and Law, the PRC (F1bBUEAER) in July
2000.

Mr. Wu Lindi (2Bi58), aged 45, has been an independent Supervisor since 15 December 2015. Mr. Wu worked as a
marketing engineer in China Unicom Zhangzhou Branch* (4F BB % /15372 71) from July 2001 to September 2003. From
October 2005 to December 2009, he worked as the project investment director of Xiamen International Trade Corporation*
(EFIEREEERMDERAR]). He was the general manager assistant of Xiamen Chuangyi Venture Investment Company
Limited* (EF9AIZEAIZRE B R A 7)) from December 2009 to September 2015. Since October 2015, he has served as the
senior manager of New Times Securities Co., Ltd* (¥R EH D BR A F).

Mr. Wu obtained the qualification of intermediate economist on 14 August 2009 and is a certified public accountant of the
PRC since 20 December 2009. Mr. Wu graduated from Xiamen University, the PRC (EF9A£) in July 2001 with a bachelor’'s
degree in management. He subsequently obtained a master’s degree in business administration from Xiamen University, the
PRC (EMAE2) in July 2006.

SENIOR MANAGEMENT

For biographical details of Mr. Wu Zhirui (R %5 $5%), Mr. Zhou Yongwei (JEI7K(&), Mr. Yan Zhiiang (Z873T) and Ms. Liu Aigin (21E %),
please refer to the sub-section headed “Executive Directors” above.
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The Directors are pleased to present the annual report together with the audited financial statements of our Group for the
year ended 31 December 2022.

PRINCIPAL PLACE OF BUSINESS AND REGISTERED OFFICE

The Company was incorporated in the PRC on 8 January 2010. Its principal place of business in the PRC is at 35/F, Huijin
International Center, No. 105 Daxing Street, Fengze District, Quanzhou City, Fujian Province, the PRC, and its registered
office is at 12/F, Former Finance Building, No. 361 Feng Ze Street, Quanzhou City, Fujian Province, the PRC. Its principal
place of business in Hong Kong is at 31/F, Tower Two, Times Square, 1 Matheson Street, Causeway Bay, Hong Kong.

PRINCIPAL ACTIVITIES

We are primarily dedicated to providing local entrepreneurs, SMEs and microenterprises with practical and flexible short-term
financing solutions to support their continued development and address their ongoing liquidity needs.

BUSINESS REVIEW

A review of our Group’s business for the year ended 31 December 2022 and a discussion of our Group’s future business
development are set out in the sections headed “Chairman’s Statement” and “Management Discussion and Analysis” of this
annual report. Certain financial key performance indicators are provided in the section of “Financial Summary” of this annual
report.

Important events affecting our Group that have occurred since the end of the Reporting Period are mentioned in the sub-
section headed “Event after the Reporting Period” of this Report of the Directors.

ENVIRONMENT, SOCIAL AND GOVERNANCE

Our Group strictly complies with the requirements of the Environmental, Social and Governance Reporting Guide set out in
Appendix 27 of the Listing Rules. Our Group is committed to incorporating the sustainable development principle into its
corporate development strategies and daily operations and management, and to acting as a responsible corporate citizen.
For details, please refer to the section headed “Environmental, Social and Governance Report” in this annual report.

COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

The Company persists in maintaining good corporate governance and operating in compliance with relevant laws and
regulations of the PRC, the rules and provisions of the Companies Ordinance, the Listing Rules and the SFO. For details,
please refer to the sub-section headed “Compliance with Key Regulatory Requirements” set out in the section headed
“Management Discussion and Analysis” of this annual report.

SUBSIDIARIES

Details of the subsidiaries of the Company as at 31 December 2022 are set out in note 1 to the financial statements of this
annual report. Hong Kong Huixinhang Co., Limited, an indirect wholly-owned subsidiary of the Company, was dissolved on 9
September 2022. Ms. Hong Lijun (#E#) was the director of Hong Kong Huixinhang Co., Limited before the dissolution.
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Report of the Directors (continued)

KEY RELATIONSHIPS

Qur Group endeavors to develop sustainably in the long run and to continuously create value for our employees and
customers. Our Group understands that employees are a most valuable asset and that the realization and enhancement of
employees’ interests will facilitate the achievement of our Group’s overall goals. We offer a comprehensive benefits package
and professional training programs to our employees. Our Group also understands the importance of maintaining good
relationships with customers. We provide our customers with efficient and diversified financial solutions, including loans and
finance leasing services, to meet their financial needs in this complex economic environment. Our Group also continuously
improves the quality of customer service by conducting annual surveys on customers and employees and by reviewing our
working practices. During the year ended 31 December 2022, we considered that we maintained a good relationship with
our employees, and had no significant and substantial disputes with our customers.

KEY RISK FACTORS

The key risks and uncertainties facing our Group are set out below:

The Company operates in a highly regulated industry that is subject to constantly evolving laws, regulations and policies. To
comply with the changes in these laws, regulations and policies, the Company may thus be required to make significant
changes to its operations from time to time. Any new developments in the laws, regulations and policies governing the
microfinance industry, including developments at the national, provincial or local level, could change or replace the laws,
regulations and policies that are currently applicable to the Company. If the Company does not respond to such changes in
a timely manner or fails to fully comply with the applicable laws and regulations, its financial condition, results of operations
and business prospects could be adversely affected.

The Company mainly relies on the creditworthiness of its customers and/or their guarantors, rather than on collateral, which
may limit its ability to recover payments from defaulting customers. If a customer defaults on a credit loan, which is a loan
that is neither secured by collateral nor backed by any guarantee, the Company’s only option is to go after the customer for
collection. However, a customer’s ability to repay the loan may be limited by various factors, such as the profitability of the
customer’s business, the development of industries relating to his business, and the local economy of the regions where he
conducts business. If a credit loan customer’s ability to repay the loan is adversely affected by any of these factors and such
customer’s default continues, the Company may suffer losses. If a customer defaults on a guaranteed loan, the Company
may demand the customer and the guarantors to repay the principal of the loan and any interest accrued. However, in the
event that the Company is unable to locate the guarantor, or the guarantor no longer has sufficient or any financial resources
to make full repayment on the customer’s behalf, the Company’s financial condition and results of operations may be
materially and adversely affected.

The sustainability of the Company’s business and future growth depends largely on its ability to effectively manage the credit
risk of its loans and maintain a low impaired loan ratio. Any deterioration in its loan portfolio quality and increase in the
impaired loan ratio could materially and adversely affect its results of operations. If the Company fails to effectively manage
the credit risk of its loans and maintain a low impaired loan ratio, its business, financial condition and results of operations
may be adversely affected.

Our Group’s current operations in China are primarily in Quanzhou City. Any significant deterioration of the economy or
business environment of Quanzhou City could materially and adversely affect the Group’s financial conditions and results of
operations.
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Risks relating to employees and senior managements

Our Group may be exposed to fraud or other misconduct committed by its employees, customers or other third parties.
Although our Group has established risk management and internal control systems to monitor its operations and overall
compliance, our Group can give no assurance that it will be able to identify incidents of non-compliance or suspicious
transactions in a timely manner, or at all. Moreover, it may be difficult to determine or prevent fraud or misconduct, such as
money laundering activities, and the measures our Group takes to prevent and detect such activities may not be effective,
which could lead it to suffer financial losses as well as reputational damage.

Our Group’s inability to attract, retain or secure key management and qualified personnel for its operations could hinder its
continuing growth and success. Competition for experienced management and other qualified personnel is intense among
microfinance companies and financial services providers, and there can be no assurance that our Group will be able to
continue attracting and retaining the qualified employees essential for its growth. Under such circumstances, if our Group is
unable to recruit and retain replacement personnel with equivalent qualifications in a timely manner or at all, its growth and
business prospects could be adversely affected.

Our Group’s normal course of business is also exposed to a variety of key risks, including credit risk, foreign currency risk,

interest rate risk, price risk and liquidity risk. Details of the aforesaid risks are set out in note 34 to the financial statements of
this annual report.

MAJOR CUSTOMERS AND SUPPLIERS

Interest income from our top five customers combined accounted for less than 30% of our total interest income for the year
ended 31 December 2022.

During the year ended 31 December 2022, all of our top five customers were Independent Third Parties and none of our
Directors, their close associates or our Shareholders holding more than 5% of the issued share capital of the Company had,

to the knowledge of our Directors, any interest in any of our top five customers.

As a microfinance company, our Group does not have any major supplier.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of our Group for the latest five financial years is set out in the section
headed “Financial Summary” of this annual report. This summary does not form part of the financial statements.

FINANCIAL STATEMENTS

The profits of our Group for the year ended 31 December 2022 and the state of our Group’s affairs as of the date are set out
in the section headed “Financial Statements” of this annual report.

A discussion and analysis of our Group’s performance during the year and material factors underlying its results and financial
position are set out in the section of “Management Discussion and Analysis” of this annual report.
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RESERVES

Details of movements in reserves of our Group during the year are set out in the section headed “Consolidated Statement of
Changes in Equity” of this annual report, of which the details of reserves available for distribution to Shareholders are set out
in note 28 to the financial statements of this annual report.

DIVIDEND

The Board resolved to recommend the payment of a final dividend of RMB0.05 per Share for the year ended 31 December
2022 (the “Proposed Final Dividend”) to Shareholders whose names appear on the Company’s register of members on
Monday, 26 June 2023. Subject to the approval of the Shareholders at the Company’s forthcoming AGM to be held on
Friday, 9 June 2023, the Proposed Final Dividend is expected to be paid on or around Tuesday, 15 August 2023.

DIVIDEND POLICY

Subject to the applicable laws, rules, regulations and the Articles and Association, the holders of both Domestic Shares and
H Shares shall be entitled to the dividend distribution or any other forms of distribution.

The Company may distribute the dividend by way of cash or any other form to the Shareholders. Declaration of dividends is
subject to the discretion of the Board, depending on the financial results, cash flows, financial conditions, development
stages and capital needs in the current period. The proposed distribution plan will be submitted by the Board for the
Shareholders’ consideration and approval at the general meeting by way of resolution. The distribution of dividend will be
completed within 3 months upon approval by the Shareholders at the general meeting.

CLOSURE OF REGISTER OF MEMBERS

In order to ascertain Shareholder’s entitlement to attend and vote at the AGM, the H Share register of members of the
Company will be closed from Wednesday, 10 May 2023 to Friday, 9 June 2023, both days inclusive, during which period no
Share transfers will be registered. In order to qualify for attending and voting at the AGM, holders of H Shares shall lodge
transfer documents accompanied by the relevant share certificates with the Company’s H Share Registrar in Hong Kong at
2103B, 21/F, 148 Electric Road, North Point, Hong Kong, or to the Company’s headquarters in the PRC at 35/F, Huijin
International Center, No. 105 Daxing Street, Fengze District, Quanzhou City, Fujian Province, the PRC (for holders of
Domestic Shares), for registration no later than 4:30 p.m. on Tuesday, 9 May 2023.

The payment of the Proposed Final Dividend is subject to the approval of the Shareholders at the AGM. For the purpose of
determining the entitlement to the Proposed Final Dividend, the H Share register of members of the Company will be closed
from Monday, 19 June 2023 to Monday, 26 June 2023 (both days inclusive), during which period no transfer of H Shares will
be registered. In order to be entitled to the Proposed Final Dividend, unregistered holders of H Shares should ensure that all
Share transfer documents accompanied by the relevant share certificates must be lodged with the Company’s H Share
Registrar in Hong Kong at 2103B, 21/F, 148 Electric Road, North Point, Hong Kong, or to the Company’s headquarters in
the PRC at 35/F, Huijin International Center, No. 105 Daxing Street, Fengze District, Quanzhou City, Fujian Province, the
PRC, (for holders of Domestic Shares), for registration, no later than 4:30 p.m. on Friday, 16 June 2023.
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BANK BORROWINGS AND OTHER BORROWINGS

Details of bank and other borrowings as of 31 December 2022 are set out in note 24 to the financial statements of this
annual report.

SHARE CAPITAL

There was no change in share capital of the Company during the year. Details of movements in the share capital of our
Group during the year are set out in the section headed “Consolidated Statement of Changes in Equity” of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information publicly available to the Company and within the knowledge of the Directors, the Company has
maintained the prescribed public float under the Listing Rules as of the date of this annual report.

PRE-EMPTIVE RIGHTS

Pursuant to the Articles of Association and the laws of the PRC, the Company is not subject to any pre-emptive rights
requiring it to propose new issues to its existing Shareholders in proportion to their shareholdings.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

Our Group has not purchased, sold or redeemed any of the Company'’s listed securities for the year ended 31 December
2022.

EQUITY-LINKED AGREEMENTS

No equity-linked agreements were entered into by the Company during the year or subsisted at the end of the year.
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DIRECTORS AND SUPERVISORS

The following table sets forth information conceming the Directors and Supervisors for the year ended 31 December 2022

and up to the date of this report:

Directors

Name Age Position Appointment Date

Mr. Wu Zhirui (R % §%) 46 Chairman and executive Director 20 November 2012
(appointed as the Chairman on
18 January 2021)

Mr. Zhou Yongwei (Bl (&) 60  Executive Director 8 January 2010

Mr. Yan Zhijiang (EE7)T) 41 Executive Director 11 November 2013

Ms. Liu Aigin (BIE =) 46 Executive Director 25 August 2017

Mr. Jiang Haiying (3% &) 47 Non-executive Director 12 June 2015

Mr. Cai Rongjun (328A5%) 36  Non-executive Director 12 June 2018

Mr. Zhang Lihe (3837 Z) 46 Independent Non-executive Director 10 July 2014

Mr. Lin Jianguo (M3 [E) 71 Independent Non-executive Director 12 June 2017

Mr. Sun Leland Li Hsun (fR37 ) 61 Independent Non-executive Director 12 June 2017

Supervisors

Name Age Position Appointment Date

Mr. Wang Shijie (Ft7) 35 Chairman of the Supervisory 16 March 2016 (resigned on 22 August

Committee and employee 2017 due to the change in the number
representative Supervisor of Supervisors for the Supervisory

Committee under the Articles of
Association and re-appointed as
employee representative Supervisor
and Chairman of the Supervisory
Committee on 11 June 2021)

Ms. Ruan Cen (f12) 42 Employee representative Supervisor 10 July 2014

Mr. Chen Jinzhu (R < B) 46 Independent Supervisor 15 December 2015

Mr. Wu Lindi (R#25) 45 Independent Supervisor 15 December 2015

Mr. Li Jiancheng (ZX3£AX) 35 Shareholder representative 4 February 2016 (resigned on 22 August

Supervisor

2017 due to the change in the number
of Supervisors for the Supervisory
Committee under the Articles of
Association and re-appointed on

12 June 2018)

The Company has received, from each of the independent non-executive Directors, an annual confirmation of their
independence pursuant to Rule 3.13 of the Listing Rules and considers that all of the independent non-executive Directors

are independent of the Company.
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Biographical details of the Directors, Supervisors and senior management of the Company are set out in the section headed
“Directors, Supervisors and Senior Management” of this annual report.

SERVICE CONTRACTS OF DIRECTORS AND SUPERVISORS

Each of the Directors and Supervisors has entered into a service contract with the Company and each service contract is for
a term of three years. Save as disclosed above, our Group has not entered, and does not intend to enter, into any service
contracts with any of the Directors or Supervisors in their respective capacities as Directors and/or Supervisors which is not
terminable by the employer within one year without payment of compensation other than statutory compensation.

INDEMNITY OF DIRECTORS

The Company has maintained appropriate Directors’ and officers’ liability insurance and the permitted indemnity provision
defined in section 469 of the Companies Ordinance for the benefit of the Directors is currently in force and was in force
throughout the year.

REMUNERATION OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Details of the remuneration of the Directors and Supervisors and senior management of the Company (being the four
executive Directors) are set out in note 11 to the Financial Statements of this annual report.

The remuneration to Directors is subject to the Shareholders’ approval at the general meeting. The emoluments payable to
the Directors and senior management, and their respective contractual terms under their employment contracts or service
contracts, are determined by the Board with recommendations of the remunerations from the remuneration committee of the
Company (the “Remuneration Committee”), having regard to their performance, the Group’s operating results, and
comparable market statistics. No Directors or any of their respective close associates was involved in deciding their own
remuneration.

For the year ended 31 December 2022, no Director, Supervisor or senior management of the Company has waived or
agreed to waive any emoluments.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of the business of our
Group were entered into or were in existence during the year ended 31 December 2022.
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DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVES’ INTERESTS IN SECURITIES

As of 31 December 2022, the interests or short positions of the Directors, Supervisors and chief executive of the Company
in the Shares, underlying Shares and debentures of the Company or any of its associated corporations, within the meaning
of Part XV of the SFO, which will have 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 is taken or deemed to have under such provisions of
the SFO) or which will be required, pursuant to section 352 of the SFO, to be recorded in the register referred to therein or
which will be required to be notified to the Company and the Stock Exchange pursuant to the Model Code, are as follows:

Percentage in  Percentage
the relevant in the total
class of share issued share

Name Position Nature of interest Number of Shares™ capital® capital®

Mr. Zhou Yongwei Executive Director Interest in controlled 203,932,000 40.79% 29.99%
corporation® Domestic Shares (L)

Mr. Jiang Haiying ~ Non-executive Director Interest in controlled 50,000,000 10.00% 7.35%
corporation® Domestic Shares (L)

Notes:

(1) The letter “L” denotes a person’s long position (as defined under Part XV of the SFO) in the Domestic Shares.

) The calculation is based on the percentage of shareholding in Domestic Shares as of 31 December 2022.

3) The calculation is based on the total number of 680,000,000 Shares in issue, which comprised 180,000,000 H Shares and 500,000,000 Domestic
Shares as of 31 December 2022.

(4) Fujian Septwolves Group is directly interested in approximately 40.79% of the issued Domestic Shares of the Company. The disclosed interest
represents the interest in the Company held by Fujian Septwolves Group, which is in turn approximately 37.82% owned by Mr. Zhou Yongwei,
approximately 31.09% owned by Mr. Zhou Shaoxiong and approximately 31.09% owned by Mr. Zhou Shaoming. Mr. Zhou Yongwei controls more than
one-third of the voting rights of Fujian Septwolves Group and is therefore deemed to be interested in the Company by virtue of the SFO.

5) Quanzhou Haoxiang is directly interested in approximately 10% of the issued Domestic Shares. The disclosed interest represents the interest in the
Company held by Quanzhou Haoxiang, which is in turn approximately 61.08% owned by Fujian Haoxiang Gardening (a company owned as to 63.33%
by Mr. Jiang Haiying), approximately 34.05% owned by Mr. Jiang Haiying and approximately 4.87% owned by Fujian Huian Haoda. Therefore, Mr. Jiang
Halying is deemed to be interested in Quanzhou Haoxiang’s interest in the Company by virtue of the SFO.

Save as disclosed above, as of 31 December 2022, none of the Directors, Supervisors and chief executive of the Company
had any interests or short positions in the Shares, underlying Shares and debentures of the Company or any of its associated
corporations, within the meaning of Part XV of the SFO, which will have 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 is taken or
deemed to have under such provisions of the SFO) or which will be required, pursuant to section 352 of the SFO, to be
recorded in the register referred to therein or which will be required to be notified to the Company and the Stock Exchange
pursuant to the Model Code.
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL SHAREHOLDERS

As of 31 December 2022, the persons (other than a Director, Supervisor or the chief executive of the Company) or
corporations with an interest or short position in the Shares and underlying Shares which were required to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which were recorded in the register required

to be kept under section 336 of the SFO, were the following:

Percentage in

Percentage in

the relevant the total

class of share issued share

Shareholders Nature of interest Number of shares” capital® capital®

Fujian Septwolves Group Beneficial owner 203,932,000 40.79% 29.99%
Domestic Shares (L)

Xiamen Shunyingtong Beneficial owner 67,932,000 13.59% 9.99%
Domestic Shares (L)

Xiamen Jiayucheng® Interest in controlled 67,932,000 13.59% 9.99%
corporation Domestic Shares (L)

Xiamen Yulang Gongwu Interest in controlled 67,932,000 13.59% 9.99%
corporation Domestic Shares (L)

Mr. Tsai Hiu Chuk® Interest in controlled 67,932,000 13.59% 9.99%
corporation Domestic Shares (L)

Ms. Wu Di® Interest in controlled 67,932,000 13.59% 9.99%
corporation Domestic Shares (L)

Quanzhou Yuanpeng Beneficial owner 57,248,000 11.45% 8.42%
Domestic Shares (L)

Wealth Success® Interest in controlled 57,248,000 11.45% 8.42%
corporation Domestic Shares (L)

Ms. Hong Jingxiao® Interest in controlled 57,248,000 11.45% 8.42%
corporation Domestic Shares (L)

Fujian Panpan Beneficial owner 54,458,000 10.89% 8.01%
Domestic Shares (L)

Mr. Cai Jinan® Interest in controlled 54,458,000 10.89% 8.01%
corporation Domestic Shares (L)

Quanzhou Haoxiang Beneficial owner 50,000,000 10.00% 7.35%
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Percentage in

Percentage in

the relevant the total

class of share issued share

Shareholders Nature of interest Number of shares! capital® capital®

Fujian Haoxiang Gardening”  Interest in controlled 50,000,000 10.00% 7.35%
corporation Domestic Shares (L)

Ms. Hong Erguan Beneficial owner 31,336,000 17.41% 4.61%
H Shares (L)

Mr. Cai Jianchu Beneficial owner 30,954,000 17.20% 4.55%
H Shares (L)
Mr. Wu Weiqi® Interest in controlled 22,200,000
corporation H Shares (L)
Beneficial owner 8,516,000
H Shares (L)

30,716,000 17.06% 4.52%
H Shares (L)

Good Rising Investments Beneficial owner 29,444,361 16.36% 4.33%
Limited H Shares (L)

Pleasant Advent Limited® Interest in controlled 29,444,361 16.36% 4.33%
corporation H Shares (L)

Ms. Wong Sze Ying Chlog? Interest in controlled 29,444,361 16.36% 4.33%
corporation H Shares (L)

Yue Tai Investment Limited Beneficial owner 22,200,000 12.33% 3.26%
H Shares (L)
Ms. Cheng Chau Yuet"? Beneficial owner 330,000
H Shares (L)
Interest of spouse 21,782,000
H Shares (L)

22,112,000 12.28% 3.25%
H Shares (L)
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Percentage in  Percentage in
the relevant the total
class of share issued share

Shareholders Nature of interest Number of shares! capital® capital®
Mr. Chong Ming Ting"" Interest in controlled 21,662,000
corporation H Shares (L)
Beneficial owner 120,000
H Shares (L)
Interest of spouse 330,000
H Shares (L)
22,112,000 12.28% 3.25%
H Shares (L)
Grand Wealth (HK) Investment  Beneficial owner 21,662,000 12.03% 3.19%
Limited H Shares (L)
Mr. Zeng Huanrong"? Interest in controlled 12,671,639 7.04% 1.86%
corporation H Shares (L)
Glory Asiapac Holdings Interest in controlled 12,671,639 7.04% 1.86%
Limited? corporation H Shares (L)
Cheer Spread Enterprise Beneficial owner 12,671,639 7.04% 1.86%
Limited"? H Shares (L)
Mr. Xu Yingyi Beneficial owner 11,508,000 6.39% 1.69%
H Shares (L)
Notes:

©)

The letter “L” denotes a person’s long position (as defined under Part XV of the SFO) in the Domestic Shares or the H Shares (as the case may be).
The calculation is based on the percentage of shareholding in the Domestic Shares or H Shares (as the case may be) as of 31 December 2022.

The calculation is based on the total number of 680,000,000 Shares in issue, which comprised 180,000,000 H Shares and 500,000,000 Domestic
Shares as of 31 December 2022.

The disclosed interest represents the interest in the Company held by Xiamen Shunyingtong, which is in turn approximately 50% owned by Xiamen
Jiayucheng, a company wholly owned by Ms. Wu Di and approximately 50% owned Xiamen Yulang Gongwu, which is wholly owned by Hoi Pok (Hong
Kong) Trading Company (18 (& 7%8)% %A 7l), a company wholly owned by Mr. Tsai Hiu Chuk. Therefore, Xiamen Jiayucheng, Xiamen Yulang Gongwu,
Ms. Wu Di and Mr. Tsai Hiu Chuk are deemed to be interested in Xiamen Shunyingtong’s interest in the Company by virtue of the SFO.

The disclosed interest represents the interest in the Company held by Quanzhou Yuanpeng, which is wholly owned by Wealth Success, a company
100% owned by Ms. Hong Jingxiao. Therefore, both Wealth Success and Ms. Hong Jingxiao are deemed to be interested in Quanzhou Yuanpeng’s
interest in the Company by virtue of the SFO.

The disclosed interest represents the interest in the Company held by Fujian Panpan, which is in turn approximately 80% owned by Mr. Cai Jinan.
Therefore, Mr. Cai Jinan is deemed to be interested in Fujian Panpan’s interest in the Company by virtue of the SFO.
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(7) The disclosed interest represents the interest in the Company held by Quanzhou Haoxiang, which is in turn approximately 61.08% owned by Fujian
Haoxiang Gardening (a company owned as to 63.33% by Mr. Jiang Haiying), approximately 34.05% owned by Mr. Jiang Haiying and approximately 4.87%
owned by Fujian Huian Haoda. Therefore, Fujian Haoxiang Gardening is deemed to be interested in Quanzhou Haoxiang’s interest in the Company by
virtue of the SFO.

8) The disclosed interest represents the interest in the Company held by Yue Tai Investment Limited, which is wholly owned by Mr. Wu Weigi. Therefore,
Mr. Wu Weigi is deemed to be interested in Yue Tai Investment Limited’s interest in the Company by virtue of the SFO.

(©)] The disclosed interest represents the interest in the Company held by Good Rising Investments Limited, which is wholly owned by Pleasant Advent
Limited, a company 100% owned by Ms. Wong Sze Ying Chloe. Therefore, Pleasant Advent Limited and Ms. Wong Sze Ying Chloe are each deemed to
be interested in Good Rising Investments Limited’s interest in the Company by virtue of the SFO.

(10)  Ms. Cheng Chau Yuet is deemed to be interested in the 21,782,000 H Shares held by her spouse Mr. Chong Ming Ting by virtue of the SFO.

(11)  The disclosed interest represents the interest in the Company held by Grand Wealth (HK) Investment Limited, a company 100% owned by Mr. Chong
Ming Ting. Therefore, Mr. Chong Ming Ting is deemed to be interested in Grand Wealth (HK) Investment Limited’s interest in the Company by virtue of
the SFO. In addition, Mr. Chong Ming Ting is deemed to be interested in the 330,000 H Shares held by his spouse Ms. Cheng Chau Yuet by virtue of the
SFO.

(12)  The disclosed interest represents the interest in the Company held by Cheer Spread Enterprise Limited, which is wholly owned by Glory Asiapac
Holdings Limited, a company 100% owned by Mr. Zeng Huanrong. Therefore, each of Glory Glory Asiapac Holdings Limited and Mr. Zeng Huanrong is
deemed to be interested in Cheer Spread Enterprise Limited’s interest in the Company by virture of the SFO.

Save as disclosed above, as of 31 December 2022, the Directors were not aware of any other person or corporation having
an interest or short position in Shares and underlying Shares which were required to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or which were recorded in the register required to be kept under
section 336 of the SFO.

DIRECTORS’ AND SUPERVISOR'’S INTERESTS IN TRANSACTIONS, ARRANGEMENTS
OR CONTRACTS

Save as disclosed in the sub-section headed “Connected Transaction” in this report, no transaction, arrangement or contract
of significance to which the Company, or any of its holding company, subsidiaries or fellow subsidiaries was a party, and in
which a Director or Supervisor or an entity connected with a Director or Supervisor had a material interest, either directly or
indirectly subsisted as of 31 December 2022 or at any time during the year ended 31 December 2022.

CONTRACTS OF SIGNIFICANCE

Save as disclosed in the sub-section headed “Connected Transaction” in this report, there had been no contract of
significance between the Company and a controlling Shareholder (as defined in the Listing Rules) of the Company during the
year ended 31 December 2022.

COMPETING BUSINESS

None of the Directors and their close associates had any interest in any competing business with our Group during the year.
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COMPLIANCE WITH NON-COMPETITION UNDERTAKING

Each of our Substantial Shareholders has confirmed to the Company that he/she/it has complied with the non-competition
undertakings given by them to the Company during the year ended 31 December 2022. Pursuant to the non-competition
agreement, the Substantial Shareholders, their subsidiaries (other than the Company), and their close associates agreed not
to compete, either directly or indirectly, with the principal business of the Company. Shall they engage in any business that
competes with the Company, they further agreed to grant the Company the option to seize new opportunities, as well as the
option for acquisitions and pre-emptive rights.

Further, the Substantial Shareholders have irrevocably undertaken in the non-competition agreement that, during the term of
the non-competition agreement, they will not, and will also procure their subsidiaries (other than the Company) and their
close associates not to, alone or with any other entity, in any form, directly or indirectly, engage in, participate in, assist or
support a third party to engage in or participate in any business (other than the Finance Businesses) that competes, or is
likely to compete, directly or indirectly, with the principal business of the Company. The foregoing restrictions are subject to
the Company’s right to waive certain new business opportunities pursuant to the terms and conditions under the non-
competition agreement.

The foregoing restrictions do not apply to (1) the Finance Businesses; (2) the purchase by Fujian Septwolves Group, its
subsidiaries or close associates for investment purpose of not more than 10% equity interest in other listed companies
whose business competes or is likely to compete with our principal business; or (3) the holding by Fujian Septwolves Group,
its subsidiaries or close associates of not more than 10% equity interest in other companies whose business competes or is
likely to compete with our principal business, as a result of a debt restructuring of such companies (collectively referred to as
“Investment Companies” for scenarios (2) and (3)). For the avoidance of doubt, the exceptions above do not apply to such
Investment Companies which Fujian Septwolves Group, its subsidiaries or close associates are able to control their
respective board of directors, notwithstanding that not more than 10% of the equity interests of such Investment Companies
are being held by Fujian Septwolves Group, its subsidiaries or close associates. The independent non-executive Directors
have reviewed the status of compliance and enforcement of the non-competition undertakings and confirmed that all the
undertakings thereunder have been complied with by each of the Substantial Shareholders during the Reporting Period.

ARRANGEMENT FOR DIRECTORS AND SUPERVISORS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year were rights to acquire benefits by means of the acquisition of Shares in or debentures of the
Company granted to any Director or Supervisors or their respective spouses or minor children, nor were such rights
exercised by them. At no time during the year was the Company or any its subsidiaries a party to any arrangements to
enable the Directors or Supervisors to acquire benefits by means of the acquisition of Shares in, or debt securities (including
debentures) of the Company or any other body corporate.
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CONTINUING DISCLOSURE REQUIREMENTS UNDER THE LISTING RULES

As of 31 December 2022, the Directors have confirmed that they are not aware of any circumstances that would give rise to
a disclosure requirement under Rules 13.12 to 13.19 of the Listing Rules.

PENSION SCHEME

Our Group participates in pension scheme organized by the government of Fujian Province for our Group’s employees based
in the PRC. Contributions to this pension plan are charged to profit or loss as they became payable in accordance with the
rules of the central pension scheme. Our Group has no obligation for the payment of pension benefits beyond the
contributions described above.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

For the year ended 31 December 2022, the Company complied with all code provisions (the “Code Provisions”) as set out
in the Corporate Governance Code (the “CG Code”) contained in Appendix 14 to the Listing Rules.

Principal corporate governance practices adopted by the Company are set out in the section headed “Corporate
Governance Report” of this annual report.

SIGNIFICANT LEGAL PROCEEDINGS

For the year ended 31 December 2022, the Company initiated 7 new legal proceedings to recover overdue payments from
its customers.

We, as one of the defendants, recorded a civil litigation in November 2020. The plaintiff (the “Plaintiff”) claimed that the
Company, as one of its shareholders, should fulfill its shareholders obligation and pay the capital contribution and the interest
with an aggregate amount of RMB12.9 million, represents 10% equity interest in the Plaintiff (the “Claim”). Such equity
interest in the Plaintiff was repossessed by the Company as a settlement of a non-performing loan with carrying amount of
RMB12.7 million from a borrower. In November 2021, Xiamen Intermediate People’s Court in Fujian Province (1824 B9
AR A RJEBR) granted its judgment (the “Judgement”) in favour of the Plaintiff. The Company appealed to the High People’s
Court of Fujian Province (l2i2%& =M ARERT) regarding the Judgement in December 2021. In February 2023, High
People’s Court of Fujian Province affirmed the Judgement issued by Xiamen Intermediate People’s court in Fujian Province in
November 2021 (the “Final Judgement”). For more details, please refer to the sub-section headed “Provision for a
Contingent Liability” set out in the section headed “Management Discussion and Analysis” and note 8 to the consolidated
financial statements of this annual report. The Directors are of the view that the Final Judgement would not have any material
adverse effect on our business, financial position or results of operations.
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EVENTS AFTER THE REPORTING PERIOD

Save as disclosed above and in note 38 to the financial statements of this annual report, the Board is not aware of any
events after the Reporting Period.

CONNECTED TRANSACTION

During the year ended 31 December 2022, there was no connected transaction of the Company that required reporting,
annual reviews, announcement and independent Shareholders’ approval under Chapter 14A of the Listing Rules. Related
party transactions as disclosed in note 30 to the financial statements did not constitute connected transactions or continuing
connected transactions of the Company under Chapter 14A of the Listing Rules which are required to comply with any of the
reporting, announcement, independent shareholders’ approval or annual review requirements under the Listing Rules.

DONATION

No charitable and other donations were made by our Group during the year ended 31 December 2022.

AUDIT COMMITTEE

The audit committee of the Company has reviewed and discussed with the management and external auditors, Ernst &
Young, the accounting principles and practices adopted by our Group, auditing, risk management and internal control
systems and the audited financial report matters, including the review of our Group’s annual results for the year ended 31
December 2022.

AUDITOR

The financial statements for the year ended 31 December 2022 have been audited by Ernst & Young, who shall retire and,
being eligible, offer itself for re-appointment. A resolution for the re-appointment of Ernst & Young as an auditor of the
Company is to be proposed at the AGM.

By order of the Board
Wu Zhirui
Chairman and executive Director

29 March 2023
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The Supervisory Committee consists of five Supervisors, comprising one Shareholder representative, namely Mr. Li
Jiancheng; two employee representatives, namely Mr. Wang Shijie (Chairman of the Supervisory Committee) and Ms. Ruan
Cen; and two independent Supervisors, namely Mr. Chen Jinzhu and Mr. Wu Lindi.

ELECTION AND SERVICE CONTRACTS

Except for the employee representative Supervisors elected by our employees, the Supervisors were elected by our
Shareholders for a term of three years, which is renewable upon re-election and re-appointment at general meeting. Each of
the Supervisors has entered into a service contract with the Company for the year ended 31 December 2022.

MEETING CONDUCTED BY SUPERVISORY COMMITTEE

The Supervisory Committee convened 2 meetings for the year ended 31 December 2022. Such meetings were held in
compliance with the requirements of relevant regulations and the Articles of Association.

WORK OF THE SUPERVISORY COMMITTEE

During the year ended 31 December 2022, for our Group’s long term interests and Shareholders’ interests, the Supervisory
Committee acted in strict compliance with relevant laws, regulations, rules, regulatory documents, the Articles of Association
and the Listing Rules, and earnestly performed its duties of supervision as to the following acts of the Directors and senior
management of the Company:

Financial information of our Group

The Supervisory Committee has verified our Group’s 2022 financial statements, supervised and inspected our Group’s
implementation of relevant financial policies and legislations, as well as the details of our Group’s assets, financial income
and expenditure. It is of the opinion that the financial report for 2022 fairly reflects our Group’s financial position and
operating results.

Operation and internal control of our Group

The Supervisory Committee exercised supervision on a regular basis over the legal compliance and rationality of our Group’s
operation and management in its ordinary work.

The Supervisory Committee is of the opinion that our Group’s operation and internal control are sound and rational, and that
our Group is in compliance with all applicable laws, regulations and rules and the Articles of Association, having thus
effectively controlled its exposure to various operating risks.
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Performance and violations of the Directors and other senior management members

The Supervisory Committee exercised supervision over work performance of the Board and senior management of the
Company.

The Supervisory Committee is of the opinion that the Directors and senior management of the Company have conscientiously
and diligently performed their duties in compliance with the resolutions of the general meetings, and that none of their acts
would prejudice the interests of our Group or the Shareholders. No violation of any laws or regulations or Articles of
Association or any act adverse to the interests of our Group or the Shareholders has been found in the performance of the
Directors and senior management of the Company during the year.

Looking forward, the Supervisory Committee will continue to carry out its duties in strict compliance with the Articles of
Association and the relevant laws and regulations and will protect the interests of the Shareholders.

Wang Shijie
Chairman of the Supervisory Committee

29 March 2023
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Corporate Governance Report

The Company is committed to maintaining high standards of corporate governance and protecting the interests of its
Shareholders in an open manner. The Board and the management of the Company has adopted the code provisions (the
“Code Provisions”) of the Corporate Governance Code set out in Appendix 14 to the Listing Rules and has reviewed the
Company’s corporate governance practice from time to time. During the Reporting Period, the Company has fully complied
with the Code Provisions.

COMPOSITION OF THE BOARD OF DIRECTORS

The Board is committed to providing effective and responsible leadership for the Company. The Directors, individually and
collectively, must act in good faith in the best interests of the Company and its Shareholders. The Board has established
three Board committees, namely the audit committee (the “Audit Committee”), the remuneration committee (the “Remuneration
Committee”) and the nomination committee (the “Nomination Committee”) (each a “Board Committee” and collectively
the “Board Committees”), to oversee different areas of the Company’s affairs.

As of 31 December 2022, the Board comprised four executive Directors, namely Mr. Wu Zhirui, Mr. Zhou Yongwei, Mr. Yan
Zhijiang and Ms. Liu Aigin, two non-executive Directors, namely, Mr. Jiang Haiying and Mr. Cai Rongjun, and three
independent non-executive Directors, namely, Mr. Zhang Lihe, Mr. Lin Jianguo and Mr. Sun Leland Li Hsun.

Their biographical details are set out in the section headed “Directors, Supervisors and Senior Management” of this annual
report. A list of the Directors identifying their roles and functions and whether they are independent non-executive Directors
is available on the websites of the Stock Exchange and the Company.

There is no financial, business, family or other material or relevant relationships among members of the Board, Supervisors
and members of the senior management of the Company.

To support the Board’s performance of its duties, the Company has (i) enabled the Board, including the Board Committees,
to assess all internal resources of the Company, as well as any external resources such as auditors and legal advisers; (ii)
arranged the meeting of the audit committee with the external auditors; and (i) arranged the meeting of the chairman of the
Board with the independent non-executive Directors. The management of the Company and any independent professionals
will attend Board meetings and will answer to the Board as and when it so requires. The Board is of the view that such
arrangements and support from the Company are adequate and sufficient.

DUTIES OF THE BOARD OF DIRECTORS AND THE SENIOR MANAGEMENT

The functions and duties of the Board include but are not limited to: convening Shareholders’ general meetings and reporting
the Board’s work at the Shareholders’ general meetings; implementing the resolutions passed at the Shareholders’ general
meetings; determining our business and investment plans; preparing annual budget proposals and final accounts proposals;
preparing plans for profit distribution and recovery of losses; preparing plans for the increase or decrease in registered capital
and for the issue of bonds; preparing plans for merger, division or dissolution of the Company; hiring or dismissing the
general manager, the secretary of the Board, the vice general manager and other senior management, and deciding their
remuneration; preparing the plan to amend the Articles of Association and exercising other power, functions and duties as
conferred by the Articles of Association.
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The Board is also responsible for developing, reviewing and monitoring the policies and practices on corporate governance
and legal and regulatory compliance of our Group, and for the training and continuous professional development of the
Directors and senior management of the Company. The Board also reviews the disclosures in the Company’s Corporate
Governance Report to ensure compliance.

The Board has delegated the authority and responsibility for implementing its business strategies and managing the daily
operations of the Company’s businesses to the executive Directors and members of senior management. The functions and
power that are so delegated are reviewed periodically to ensure that they remain appropriate.

All Board members have separate and independent access to the Company’s senior management to fulfill their duties.
Independent professional advice can be sought to assist the relevant Directors to discharge their duties at our Group’s
expense upon their request.

The major duties of the senior management are formulating and implementing our corporate governance measures, risk
management, financial management and business management policy and supervising and participating in the daily
operations of the Company.

Upon their first appointment, all Directors are required to declare to the Board the directorships or other positions they are
concurrently holding at other companies or organizations. These interests are updated on an annual basis and when
necessary.

During the year, the Board held 4 meetings to develop, review and monitor the policies and practices on corporate
governance, and legal and regulatory compliance of the Company. The senior management supervised the daily operations
of the Company, identified and reported the potential risks to the Board.

DIRECTORS’ CONTINUOUS TRAINING AND PROFESSIONAL DEVELOPMENT

All Directors are aware of their responsibilities to the Shareholders and have exercised their duties with care, skill and
diligence, in pursuit of the development of our Group. Every newly appointed Director receives an induction to ensure that
he/she has a proper understanding of the business and operations of our Group and that he is fully aware of his/her duties
and responsibilities as a director under applicable rules and requirements.

The Company provided the updates of the Listing Rules in relation to the corporate governance under Appendix 14 of the
Listing Rules to ensure compliance and enhance Directors’ awareness of good corporate governance practices in December
2022.

All Directors have participated in continuous professional development and provided a record of training they received for the
year ended 31 December 2022.
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A summary of training received by the Directors for the year ended 31 December 2022 is as follows:

Name of Directors Types of Training

Executive Directors

Wu Zhirui A
Zhou Yongwei A
Yan Zhijiang A, B
Liu Aigin A

Non-executive Directors
Jiang Haiying A
Cai Rongjun A

Independent non-executive Directors

Zhang Lihe A
Lin Jianguo A
Sun Leland Li Hsun A
Notes:

A Reading materials

B: Attending seminars and/or conferences and/or fora

CHAIRMAN AND EXECUTIVE OFFICER

Mr. Wu Zhirui is the Chairman responsible for planning our Group’s strategies, developing the overall business and managing
our Group, providing leadership for the Board, and ensuring that the Board works effectively and acts in the best interest of
our Group and all Shareholders. The Chairman is also responsible for ensuring good corporate governance practices.

As the general manager of the Company, Mr. Yan Zhijiang is in charge of formulating and implementing our corporate

strategies, overseeing our overall business development, implementing operation plans and participating in the day-to-day
management.

DIRECTORS’ INSURANCE

Our Group has arranged appropriate insurance cover in respect of potential legal actions against its Directors and officers.
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INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The role of the independent non-executive Directors is to provide independent and objective opinions to the Board, giving
adequate control and balance for the Company to protect the overall interests of the Shareholders and the Company. They
serve actively on the Board and Board Committees to provide their independent and objective views.

In compliance with Rules 3.10(1) and 3.10A of the Listing Rules, the Company has appointed three independent non-
executive Directors, representing one-third of the Board. One of the independent non-executive Directors has the appropriate
professional qualifications in accounting or related financial management expertise as required by Rule 3.10(2) of the Listing
Rules.

Each independent non-executive Director has submitted annual confirmation of his independence to the Company pursuant
to Rule 3.13 of the Listing Rules. Based on such confirmations, the Company considers that all of the independent non-
executive Directors are independent under these independence criteria and are capable of effectively exercising independent
judgement.

BOARD COMMITTEES

The Board is supported by a number of committees, including the Audit Committee, Nomination Committee and
Remuneration Committee. Each Board Committee has its defined and written terms of reference approved by the Board
covering its duties, powers and functions. The terms of reference of the Audit Committee, Nomination Committee and
Remuneration Committee are respectively available on the websites of the Stock Exchange and the Company.

All Board Committees are provided with sufficient resources to discharge their duties, including access to management or
professional advice if considered necessary. The Company has established a comprehensive mechanism to ensure that the
Board is provided with independent views and opinions, as well as checks and balances to facilitate the steady development
of the Company. The relevant mechanisms are set out in the Rules of Independent Non-Executive Directors of the Company,
and are also embodied in the governance structure. The Board reviews the implementation and effectiveness of the
mechanism annually.

Audit Committee

The Audit Committee consists of three members, namely Mr. Zhang Lihe (independent non-executive Director), Mr. Lin
Jianguo (independent non-executive Director) and Mr. Cai Rongjun (non-executive Director). Mr. Zhang Lihe currently serves
as the chairman of the Audit Committee.

The primary duties of the Audit Committee are to review financial information and supervise our financial reporting process,
risk management and internal control systems, nominate and monitor external auditors, and provide advice and comments
to the Board.

The Audit Committee held 2 meetings during the year ended 31 December 2022. The Audit Committee has: (i) reviewed the
financial statements and results of the Company for the year ended 31 December 2021 and the interim financial statements
and results of the Company for the six months ended 30 June 2022, including the accounting principles and practices
adopted by the Company, the report prepared by the external auditor covering major findings in the course of the audit; and (i)
reviewed the policies and practices on corporate governance and the effectiveness of the Audit Committee, selection and
appointment of the external auditors and the Company’s risk management and internal control procedures and systems.
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Remuneration Committee

The Remuneration Committee comprises three members, namely Mr. Lin Jianguo (independent non-executive Director), Mr.
Sun Leland Li Hsun (independent non-executive Director) and Mr. Wu Zhirui (executive Director). Mr. Lin Jianguo currently
serves as the chairman of the Remuneration Committee.

The primary duties of the Remuneration Committee are to evaluate the performance of our senior management, executive
Directors and non-executive Directors and make recommendations on their remuneration to members of the Board, review
and approve compensation payable to executive Directors and management for any loss or termination of office, and
compensation arrangements relating to dismissal or removal of the Directors for misconduct, and also review and approve
the matters relating to the share schemes under the Listing Rules.

The major objective of our remuneration policy is to maintain fair and competitive packages based on business requirements
and industry practice. In order to review and determine the level of remuneration and compensation packages (including
incentive plans) of the Directors, Supervisors and senior management, the Remuneration Committee will make reference to,
among other things, the level of remuneration and compensation paid by comparable companies, the respective
responsibilities of the Directors, Supervisors and senior management, and the performance of our Group. No Director takes
part in any discussion on his/her own remuneration.

The Remuneration Committee held 1 meeting during the year ended 31 December 2022. The Remuneration Committee has
reviewed: (i) the remuneration policy and structure relating to the Directors, Supervisors and senior management of the
Company; (i) the terms of reference of the Remuneration Committee; and (jii) the effectiveness of the Remuneration
Committee.

Nomination Committee

The Nomination Committee consists of three members, namely Mr. Zhou Yongwei (executive Director), Mr. Sun Leland Li
Hsun (independent non-executive Director) and Mr. Zhang Lihe (independent non-executive Director). Mr. Zhang Lihe
currently serves as the chairman of the Nomination Committee.

The primary duties of the Nomination Committee are to assess the independence of independent non-executive Directors,
make recommendations to the Board regarding candidates to fill vacancies on the Board and/or in senior management, and
advise the Board on the appointment or re-appointment of Directors.

The Nomination Committee held 1 meeting during the year ended 31 December 2022. The Nomination Committee has: (i)
reviewed the structure, size and composition of the Board and assessed independence of the independent non-executive
Directors; and (i) reviewed the effectiveness of the Nomination Committee.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the corporate governance functions set out in the Code Provision A.2.1 of the CG
Code.

During the Reporting Period, the Board reviewed the Company’s corporate governance policies and practices, training and
continuous professional development of the Directors and senior management, and the Company’s policies and practices
on compliance with legal and regulatory requirements, the compliance of Model Code, and the Company’s compliance with
the CG Code and the disclosures in this Corporate Governance Report.
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ATTENDANCE RECORD OF DIRECTORS AND SUPERVISORS

The attendance record of each of (i) the Directors at the meetings of the Board and Board Committee; and (ii) the Supervisors
at the meeting of Supervisory Committee held during the year ended 31 December 2022 is set out in the table below. The
Directors did not authorise any alternate Director to attend Board or Board Committee meetings.

Attendance/Number of Meetings

Nomination = Remuneration Audit

Name of Directors Board Committee Committee Committee
Mr. Wu Zhirui (Chairman) 4/4 N/A 1/1 N/A
Mr. Zhou Yongwei 4/4 1/1 N/A N/A
Mr. Yan Zhijiang 4/4 N/A N/A N/A
Ms. Liu Aigin 4/4 N/A N/A N/A
Mr. Jiang Haiying 4/4 N/A N/A N/A
Mr. Cai Rongjun 4/4 N/A N/A 2/2
Mr. Zhang Lihe 4/4 1/1 N/A 2/2
Mr. Lin Jianguo 4/4 N/A 1/1 2/2
Mr. Sun Leland Li Hsun 4/4 11 11 N/A
Attendance/Number

Name of Supervisors of Meetings
Mr. Wang Shijie (Chairman) 2/2
Ms. Ruan Cen 2/2
Mr. Li Jiancheng 2/2
Mr. Chen Jinzhu 2/2
Mr. Wu Lindi 2/2

BOARD PROCEEDINGS

Pursuant to the Articles of Association, the Board is required to hold at least two Board meetings each year, to be convened
and hosted by the Chairman. In compliance with Code Provision C.5.3 of CG Code, a notice of at least 14 days shall be
dispatched for a regular Board meeting. The notice shall state the time and venue at which the Board meeting will be
convened.

The quorum for a Board meeting is the presence of more than half of the total number of Directors. A Director may attend
the Board meeting in person, or appoint in writing another Director as his proxy. The secretary of the Board of the Company
is responsible for preparing and keeping the documents and records of Board meetings.

During the year ended 31 December 2022, there were 4 Board meetings held and all Directors attended the meetings that
they were required to attend.
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GENERAL MEETINGS

During the year ended 31 December 2022, the Company convened one general meeting held on 10 June 2022. All Directors
attended the meetings.

BOARD DIVERSITY

The Board adopted a board diversity policy (the “Board Diversity Policy”) on 6 September 2016, in accordance with the
req