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FINANCIAL SUMMARY B R

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

2021 20

RMB'000 RMB’000 RMB’000 RMB’000 RMB'000
AREFT ARBTT ABBTT ARETT ARETT

Revenue Yz 947,850 983,107 839,989 814,016 769,171
Gross profit E7 240,989 261,923 268,943 224,532 185,812
Gross profit margin ERf % 27.5% 26.6% 32.0% 27.6% 24.2%
Profit before income tax B BT 15 B A A 9,067 15,808 73,661 26,724 27,526
Profit for the year FRER 4,492 14,015 65,820 23,935 22,734
Listing expenses 15 — — — 12,753 8,549

As at 31 December

Rt=A=t-H

2020

RMB'000 RMB’000 RMB’000 RMB’000 RMB'000
AREFT ARBTT ABRTT AEBTT ARBTT

Total assets EEBE 789,362 717,963 665,108 410,053 345,109
Total liabilities AEEE (567,714) (485,499) (438,399) (325,477) (317,336)
Total equity EnEE 221,648 232,464 226,709 84,576 27,773
Note: Wi
The summary of the consolidated results and financial position of SANVO Fine ZHBCEEERAT ([AATIH[=ZMEL]) REMBRR (5K
Chemicals Group Limited (the “Company” or “SANVO Fine Chemicals"”) and its B AEE)EHEE T N\F+_A=1T—"BHIFEZHEAEERK
subsidiaries (collectively, the “Group”) for the year ended 31 December 2018 MEMRABEREAATBSHA-_ZSE—NLE+_A-++tHENER
are extracted from the Company's prospectus dated 27 December 2019 (the SR([IBRER]) -
“Prospectus”).
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CHAIRMAN'S
STATEMENT

Dear Shareholders,

| am pleased to present the annual report for our company, which
has been a year of significant progress for us.

We focused on strengthening our human resources (quality
and quantity) with an aim to enhance future productivity and
performance in order to achieve balance, improve efficiency, and
gradually reduce our costs as a whole.

We have prioritized training and development for chemical industry
professionals while sirengthening our IT system applications to improve
efficiency. Additionally, we have implemented cost-saving measures
that have allowed us to achieve sustainable growth in future.

We have also made efforts to enhance our market competitiveness
and concentrate on developing production tfechnology. Our base
production lines have been merged and centralised to increase
productivity, to better manage product lines, and focus on our main
products. These initiatives have enabled us to increase sales volume
through customer upgrades and new customers development while
elevating our brand.

Although our selling and distribution expenses and administrative
expenses were increased during the year as a result of these
effort, we believe that we will achieve a significant progress in
the fine chemical industry in coming years concerning the above
preparation. We remain committed to our mission of developing
innovative fechnologies and products while providing the highest
quality service to our clients.

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

Chen Binggiang
Chairman

Guangdong, China 28 March 2023
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK
Principal business

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

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

For the financial year ended 31 December 2022 (“FY2022"), the
Group's total production output was approximately 55,282 tonnes as
compared to the financial year ended 31 December 2021 (“FY2021")
of approximately 57,400 tonnes. Aerosols related products remain as
the major revenue source of the Group which accounted for over
approximately 59.4% of the Group's total revenue for FY2022 (FY2021:
61.1%).

Information on employees

As at 31 December 2022, the Group had 1,252 employees (31
December 2021: 1,078), including the executive Directors. The
Group maintained gender balance in workforce (including senior
management) with 41% female and 59% male employee. The
Group's total employee benefit expenses (including Directors’
remuneration and salaries in research and development
expenses) were approximately RMB131,921,000 for FY2022 (FY2021:
RMB117,813,000). Employee benefit expenses comprised of (i)
salaries, allowances and benefits in kind, (ii) discretionary bonus and
(iii) retirement benefit scheme contributions.
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK (CONTINUED)
Business overview

For FY2022, the Group recorded a profit attributable to owners
of the Company of approximately RMB4,492,000, representing a
decrease of approximately RMB9,523,000, or approximately 67.9%,
as compared to the profit attributable to owners of the Company of
approximately RMB14,015,000 for FY2021. The decrease was primarily
due to the increase in (i) staff salaries and related costs as a result of
increase in number of staff and worker and (ii) marketing, advertising
and promotion expenses for FY2022.

Although the Group’s profitability was under pressure, we have
recorded a revenue of approximately RMB947,850,000 in FY2022,
representing a decrease of approximately 3.6% compared to FY2021,
in which, our OEM export orders decreased by approximately 26.1%
from approximately RMB37,113,000 for FY2021 to approximately
RMB27,438,000 for FY2022.

Business and market development and expansion

i) Apart from the expansion plan of our production site located
at Shazi Industrial Park, Minzhong Town, Zhongshan City,
Guangdong, the PRC (the “MV Production Site"”), the Group has
successfully acquired the land use right of a piece of industrial
land in Puyang City, Henan Province through the acquisition
of 100% equity interest in Dechem Chemicals Holdings Limited
and its subsidiary (“Dechem Group”). The Group is intending to
expand its market reach to Central China in future, concerning
the growth in domestic provinces, raw materials reserve
and geographical advantage in logistic arrangements with
distributors in Eastern China, Northwest and Northeast China.
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MANAGEMENT DISCUSSION
AND ANALYSIS

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

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

The Group will continue to focus on the development of (i) the
domestic sales network and overseas OEM customers, (i) the MV
Production Site development, (iii) market expansion in Central China
through Dechem Group and (iv) increase raw materials reserve
facilities and capacities in order to manage the pricing fluctuation
risk.

FINANCIAL REVIEW
Revenue

The total revenue of the Group amounted to approximately
RMB947,850,000 for FY2022, representing a decrease of approximately
3.6% from approximately RMB?983,107,000 for FY2021. The decrease
of revenue was mainly attributable to the decrease in sales volume
and average selling price of the Group’s products.

Gross profit and gross profit margin

Gross profit of the Group amounted to approximately
RMB260,98%,000 for FY2022, representing a decrease of approximately
0.4% from approximately RMB261,923,000 for FY2021. Gross profit margin
increased from approximately 26.6% for FY2021 to approximately
27.5% for FY2022. The above increase was primarily due to the
decrease in average unit cost of sales arising from the decrease in
purchase price of raw materials.
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MANAGEMENT DISCUSSION
AND ANALYSIS

FINANCIAL REVIEW (CONTINUED)
Other income and gains

Other income and gains of the Group increased from approximately
RMB3,979,000 for FY2021 to approximately RMB4,079,000 for
FY2022. The increase was mainly attributable to the increase in the
government subsidies.

Selling and distribution expenses

Selling and distribution expenses of the Group increased from
approximately RMB129,407,000 for FY2021 to approximately
RMB131,810,000 for FY2022. The increase was mainly due to the
increase in (i) advertising and promotion activities, (i) freight charges
and (iii) salary and allowances for sales and marketfing teams.

Administrative expenses

Administrative expenses of the Group increased from approximately
RMB111,762,000 for FY2021 to approximately RMB119,035,000 for
FY2022. The increase was mainly due to the increase in (i) staff
costs (increase in number of staff and salary level), (ii) research and
development costs and (iii) office and building utilities expenses.

Finance costs

Finance costs of the Group increased from approximately
RMB6,170,000 for FY2021 to approximately RMB7,993,000 for FY2022.
The reason for the increase was caused by the increase in amount
on interest-bearing bank borrowings.

Income tax expense

Income tax expense of the Group increased from approximately
RMB1,793,000 for FY2021 to approximately RMB4,575,000 for FY2022
as a result of increase in faxable profit.

Profit for the year

The Group's profit for FY2022 attributable to owners of the Company
was approximately RMB4,492,000, representing a decrease of
approximately 67.9% as compared to the profit for FY2021 of
approximately RMB14,015,000.
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MANAGEMENT DISCUSSION
AND ANALYSIS

DIVIDENDS

The Board did not recommend the payment of any final dividend for
FY2022 (FY2021: HK3.0 cents).

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

1. operations and financial performance;

2. business development;

3. prospects;

4. capital requirements;

5. economic outline; and

6. any ofther factors that the Board consider appropriate.

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

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

Capital structure

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

Liquidity and financial resource

The Group recorded net current liabilities of approximately
RMB153,547,000 as at 31 December 2022 (2021: RMB100,968,000). The
current ratio, calculated by dividing the current assets by current
liabilities, was approximately 0.67 as at 31 December 2022 (2021:
0.73). The increase in netf current liabilities was primarily due to
increase in interest-bearing bank borrowings and contract liabilities.
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MANAGEMENT DISCUSSION
AND ANALYSIS

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE (CONTINUED)

Liquidity and financial resource (Continued)

The gearing ratio, calculated by dividing total interest-bearing
bank borrowings and other borrowings by equity of the Group, was
approximately 1.02 as at 31 December 2022 (2021: 0.74).

For FY2022, the Group had funded its growth principally from cash
generated from the sale of its products and debt financing, and
the Group had generated sufficient cash and cash equivalents fo
meet its capital requirements. As at 31 December 2022, the Group
had cash and bank deposits (including pledged bank deposits) of
approximately RMB121,849,000 (2021: RMB79,543,000).

TREASURY POLICY

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

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group during FY2022 are set out in Note 14 to the consolidated
financial statements for FY2022 in this annual report.
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MANAGEMENT DISCUSSION
AND ANALYSIS

PRINCIPAL RISKS AND UNCERTAINTIES

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

Price of Raw Materials

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

Market Risks

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

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

PRINCIPAL RISKS AND UNCERTAINTIES (CONTINUED)
Compliance Risks

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

BANK BORROWINGS AND PLEDGE OF ASSETS

As at 31 December 2022, the Group had interest-bearing bank
borrowings and other borrowings in aggregate of approximately
RMB226,072,000 (2021: approximately RMB173,022,000). The interest
rate of the relevant borrowings was charged in the range of 3.80% to
6.45% per annum for FY2022 (FY2021: 3.80% to 6.45% per annum).

As at 31 December 2022, the total pledged bank deposits of the
Group of approximately RMB31,349,000 (2021: RMB61,616,000) were
placed with a bank as securities for, amongst others, issues of bills
payables for the Group's purchase of raw materials and guarantee
to complete construction work for the right-of-use assets acquired in
prior year.

As at 31 December 2022 and 2021, the Group's interest-bearing bank
borrowings and other borrowings were secured by the following
assets:
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MANAGEMENT DISCUSSION
AND ANALYSIS

FOREIGN EXCHANGE EXPOSURE

Majority of the Group’s transaction are settled in RMB in the PRC, the
Directors are of the view that the Group's foreign exchange rate risks
are not significant. The Group had not entered into any derivative
contracts to hedge against the foreign exchange rate risk for FY2022
and FY2021.

CAPITAL COMMITMENTS AND CONTINGENT LIABILITIES

Capital commitments related to capital expenditures for acquisition
and construction of property, plant and equipment which the
Group has contfracted for but not yet incurred, which amounted
tfo approximately RMB69,399,000 as at 31 December 2022 (2021:
RMB65,085,000).

The Group did not have any material contingent liabilities as at 31
December 2022 and 2021.

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

Save as disclosed in Note 30 to the consolidated financial statements
for FY2022 in this annual report, during FY2022, the Group did not
have other significant investment held, any material acquisitions or
disposals of subsidiaries or associated companies.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL
ASSETS

Save as disclosed under the section headed “Future Plans and Use
of Proceeds” in the Prospectus, the Group did not have other future
plans for material investments or capital assets during FY2022.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS
Mr. Chen Bingqgiang

Mr. Chen Binggiang (“Mr. Ernest Chen”), aged 54, is the Chairman of
the Board, an Executive Director, the Chief Executive Officer of the
Group and a member of the Environmental, Social and Governance
Committee and the Remuneration Committee. Mr. Ernest Chen is
the elder brother of Mr. Leo Chen, an executive Director. Mr. Chen
Bing Qiang is primarily responsible for and overseeing the strategic
planning, business development and overall management of
our Group. He was appointed as a Director on 12 April 2018 and
redesignated as an executive Director on 15 April 2019. Mr. Ernest
Chen is also a director of other members of the Group.

Mr. Chen Binggiang has over 28 years of experience in the chemicals
industry, he found and was a director of Sanvo Industrial Co., Ltd.*
(ZFEEZARRAQA) (“Foshan Sanvo”, a company engaged in the
manufacture of plastic products, textfiles, knitwear, auto parts and
interior decoration materials) in Foshan City, Shunde District from
March 1995 to June 2007, where he was mainly responsible for the
overall management of the company. He joined the Group in April
2002. Mr. Chen Binggiang graduated from the China Pharmaceutical
University in Jiangsu province with a bachelor’s degree, majoring
in chemical pharmaceutics in July 1991, he graduated from the
Chinese University of Hong Kong with a master’s degree in business
administration in November 2016.

Mr. Chen Binggiang obtained a certificate of qualification as a
western pharmacist issued by Shunde City Science and Technology
Bureau* (IEZ M &%) in July 1993. In July 2015, he has also been
accredited as an intermediate engineer by the Guangdong Coating
Industry Association (EHR & Z £ 1T7% % &) in the PRC. Mr. Chen
Binggiang was involved in the research of a number of patents and
inventions, he was also co-awarded with Mr. Leo Chen the patent
award of Zhongshan for a product named “nano mildew neutral
silicone sealant” in July 2012.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS (CONTINUED)
Mr. Chen Bingyao

Mr. Chen Bingyao (“Mr. Leo Chen”), aged 49, is an executive
Director, the chairman of the ESG committee, a member of the
nomination committee and the chief technical engineer of the
Group. Mr. Leo Chen is the younger brother of Mr. Chen Binggiang.
Mr. Leo Chen is primarily responsible for and overseeing the research
and development of the Group. He was appointed as a Director on
12 April 2018 and redesignated as an executive Director on 15 April
2019.

Mr. Chen Bingyao is a director of Zhongshan Minhe Chemical
Industry Technology Limited* (1 [U R At TR B R A7) and
Guangdong Fuvo Industrial Co., Limited* (BEREME X AR A7) and
a supervisor of Guangdong Sanvo, Guangdong Fullteam Chemicals
Limited* (BRAEBILEHRRR).

Mr. Chen Bingyao has over 19 years of experience in the chemicals
industry. Prior to joining the Group, he worked in Guangdong
Mediworld Pharmaceutical Co., Ltd., (a company engaged in
research, development, manufacture, and sale business of Chinese
medicines), as a technician from July 1997 to May 1999, where
he was responsible for technical guidance of drug manufacturing
and production, and subsequently he worked as an engineer at
Foshan Sanvo, from June 1999 to July 2002. Since August 2002,
he was a senior engineer of Guangdong Sanvo responsible for
supervision of the technology development at Guangdong Sanvo
and has subsequently been promoted to person-incharge of project
development (all-purpose adhesives, paints and coatfings) in July
2005. Mr. Chen Bingyao graduated from the China Pharmaceutical
University in Jiangsu province with a diploma in chemical
pharmaceutics in July 1997.

Mr. Chen Bingyao obtained a certificate of qualification as a senior
chemical engineer awarded by the Human Resources and Social
Security Department of Guangdong Province (R EERE A H & Bt
@ REH)in the PRC since November 2014. He was appointed as the
commiftee member of the Chemical Engineering Testing Specialised
Committee of the Shenzhen Analytical and Testing Committee* (&I
MoMAEBEREESCITARENTEEXZEE) from May 2013 to May
2016. In March 2015, Mr. Chen Bingyao was appointed as a member
of the Energy Testing Solutions Professional Working Group of the
National Committee of Standard Product Quality Testing Monitoring
Methods* (2Bl Em mEBEEEENHERRBR A EFLELRMEZS L RER
FIEEZETIE4H). Mr. Chen Bingyao was involved in the research of
a number of patents and inventions, he was also co-awarded with
Mr. Chen Binggiang the patent award of Zhongshan for a product
named “nano mildew neutral silicone sealant™ in July 2012.

LY
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS (CONTINUED)
Mr. Ng Cheuk Lun

Mr. Ng Cheuk Lun (“Mr. Ng"), aged 46, is an executive Director
and the company secretary of the Company, and a member of
ESG committee. Mr. Ng is primarily responsible for management of
investor relationship, strategic planning, business development and
company secretarial matters of the Group. He has been appointed
as the company secretary of the Company since 7 August 2018
and an executive Director since 15 April 2019. Mr. Ng has been a
Certified Public Accountant (Practising) of the Hong Kong Instfitute
of Certified Public Accountants since July 2011 as well as a Certified
Practising Accountant of CPA Australia since August 2004.

Mr. Ng has been a director of MN CPA Limited, Certified Public
Accountants since May 2012, a director of MN Corporate Services
Limited since July 2011, a company engaged in providing business
consultancy services, an executive director of Credit Intelligence
Limited since 29 December 2020, an ASX listed company engaged
in debt-restructuring, personal insolvency, money lending and buy
now pay later business and an executive director of Smart Auto
Australia Limited, a company listed on National Stock Exchange of
Australia on 4 June 2021, engaged in provision of bus rental and
management services. Mr. Ng is primarily responsible for strategic
planning and merger and acquisition maftters.

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

INDEPENDENT NON-EXECUTIVE DIRECTORS
Ir. Daniel Lai

Ir. Daniel Lai (“Ir. Lai"), BBS, JP, aged 76, was appointed as an
independent non-executive Director on 13 December 2019, and is
responsible for providing independent advice and judgement to the
Board. Ir. Lai is also the chairman of the remuneration committee
as well as a member of the audit committee, the nomination
committee and the ESG committee.

Ir. Lai has over 41 years of experience in the information technology
sector. Ir. Lai has been a director of Digital Technology and
Consultancy Company Limited since March 2016, a company
engaged in information technology consultancy, education and
advisory services. He has also been a member of the governing
council of the Hong Kong Quality Assurance Agency, an organisafion
established by the Hong Kong Government to help industry and
commence in the development of quality, environmental, safety,
hygiene, social and other management systems standards since
November 2017. From June 1978 to January 1999, he has held
various positions at The Hong Kong Jockey Club (formerly known as
The Royal Hong Kong Jockey Club) and Hong Kong Jockey Club
Systems (Australia) Pty. Ltd., respectively, with his last position as the
IT facilities management controller. From February 1999 to December
2011, he was the head of information technology of MTR Corporation
Limited (a company listed on the Main board of the Stock
Exchange, stock code: 0066). From January 2012 to January 2015,
Ir. Lai was the Government Chief Information Officer of the Hong
Kong Government. From March 2015 to September 2015, he was the
interim vice president (administration) in the office of the president
of the Hong Kong Polytechnic University. From September 2015 to
September 2017, he was the professor of practice (computing) in the
department of computing of the Hong Kong Polytechnic University.
Ir. Lai graduated from the Hong Kong Polytechnic University with a
diploma in management studies (commercial) in November 1975
and from the Griffith University in Australia with a master’s degree in
technology management in March 1995.

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

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

Mr. Xu Kai (“Mr. Xu”), aged 57, was appointed as an independent
non-executive Director on 13 December 2019, and is responsible for
providing independent advice and judgement fo the Board. Mr. Xu
is also the chairman of the nomination committee and a member
of the audit committee, the remuneration committee and the ESG
committee.

Mr. Xu has over 26 years of experience in the field of chemistry. He
has been a Professor of Polymer Chemistry and Physics, researcher
and deputy head of the Guangdong Specialised Laboratory of
Electronic Organic Polymer Materials* (ER%E & F A K E A WM B
E2E B Z) under the Guangzhou Chemical Laboratory of the
Chinese Academy of Sciences since May 2009, where he was
responsible for management of the laboratory. From May 1997 to
December 2001, he was the head of the Department of Technology
of the Guangzhou Chemical Laboratory of the Chinese Academy
of Sciences* (M E R 2z BIN(L B XA B E), where he was
responsible for management of the laboratory. From March 1995 to
December 1996, he was the secretary of the Specialised Laboratory
of Cellulose Chemistry* (4 # =L 2 E % F 5 %) under the Chinese
Academy of Sciences where he was responsible for administration
of the laboratory. Mr. Xu graduated from the Guangzhou Chemical
Laboratory of the Chinese Academy of Sciences in Beijing with a
doctoral degree in polymer chemistry and physics and a master’s
degree in polymer chemistry and physics in March 2005 and June
1991, respectively.

Mr. Xu has been a member of the Specialised Committee of
Coating* (282 ¥ % 8§ €) under the Chemical Industry and
Engineering Society of Guangdong since September 2008. He is also
the deputy head of the Centre of Functional High Polymer Materials
and Fine Chemicals of Foshan City* (1L T 1) gg = 5 F 5 £ B R 40 (L 2
@mE D) under the Chinese Academy of Sciences and has been
the reviewer of various international academic journals since 2005.
Mr. Xu was awarded the Silver Award for Science and Technology
Progress in Guangdong* (R & B 2 — 5 48) in July 2009.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

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

Mr. Yeung Chun Yue David (“Mr. Yeung”), aged 41, was appointed
as an independent non-executive Director on 13 December 2019,
and is responsible for providing independent advice and judgement
to the Board. He is also the chairman of the audit committee and a
member of the remuneration committee, the nomination committee
and the ESG committee.

Mr. Yeung has over 16 years of experience in accounting and
tax advisory. Mr. Yeung has been an executive director and vice
chairman of Hatcher Group Limited (stock code: 8365) since 5 July
2021 and 25 January 2022, respectively; and an executive director
of Cornerstone Technologies Holdings Limited (stock code: 8391)
since 29 August 2022. From September 2017 to July 2021, he was the
managing partner and director of D & Partners CPA Limited. From
July 2004 to September 2017, he worked in Cheng & Cheng Limited,
Certified Public Accountants with his last position as a director.

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

SENIOR MANAGEMENT
Ms. Wen Guihong

Ms. Wen Guihong (“Ms. Wen"), aged 42, was appointed as the head
of finance of the Company on 1 January 2021, and is responsible for
the day to day management of financial and accounting matters
of the Group.

After graduated from the Jilin University in financial accounting, Ms.
Wen joined the Group in 2003 and served as a purchaser. She was
responsible for the procurement of daily advertising materials. She
served as the manager of advertising from 2006 to 2007, where she
was responsible for daily operations of the advertising activities; the
manager of finance department of our production site from 2008 to
2014, where she was responsible for the day to day management
of financial matters of the production site; the manager of strategic
planning department from 2015 to 2017; and the manager of the
Group's accounting department from 2018 to 2020, where she
was responsible for the day to day matters of the accounting
department.

Mr. Han Wanyu

Mr. Han Wanyu (“Mr. Han”), aged 49, was appointed as the head of
logistics and operations of the Company on 1 January 2017, and is
responsible for the daily management of logistical and operational
matters of the Group.

Mr. Han has over 23 years of experience in the logistics and
operational management sector. From July 1997 to February 2008,
Mr. Han worked at Haixin Kelong Electronic Appliance Company
Limited* CEZERIEESRZRD AR A F) (a company listed on the Main
Board of the Stock Exchange, stock code: 0921 and currently
known as Hisense Home Appliances Group Co., Ltd.), a company
engaged in the manufacture of refrigerators, air conditioners,
cooling cabinets and other white goods with his last position as a
logistics manager. From February 2008 to May 2009, he was the
director of logistics of the logistics department of Guangdong Zhida
Textile and Decorations Limited* (EREEZHBEMBR A F), a
company engaged in curtains and bedding manufacturing. From
June 2009 to February 2014, Mr. Han was the director of logistics of
Guangdong Xinyao Photoelectric Limited* (BERFB KX ER D BR QD
Al), a company engaged in auxiliary battery receiver components
and power generation systems. Mr. Han joined Guangdong Sanvo in
March 2014 and has been the head of logistics and operations since
January 2017. Mr. Han graduated from the Foshan University (3 1L &
BHiTEF) in Guangdong Province in the PRC with a certificate in
law in January 2009.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

SENIOR MANAGEMENT (CONTINUED)
Ms. Zhong Ruiqgin

Ms. Zhong Ruigin (“Mr. Zhong”), aged 45, was appointed as the
head of administration on 1 March 2016, and is responsible for the
daily management of administrative and human resources as well as
ESG related matters of the Group.

Ms. Zhong has over 24 years of work experience. From July 1997 to
December 2007 she worked at Haixin Kelong Electrical Appliance
Company Limited* (B (=R EE LR M AR Q) (0 company listed
on the Main Board of the Stock Exchange, stock code: 0921
and currently known as Hisense Home Appliances Group Co.,
Ltd.), a company engaged in the manufacture of refrigerators,
air conditioners, cooling cabinets and other white goods, as
a quality control team leader, where she was responsible for
managing product quality. Ms. Zhong joined Guangdong Sanvo
in March 2013 as a member of the factory office and has been
our head of administration since 1 March 2016. Ms. Zhong studied
human resources at the Peking University in Beijing in the PRC and
graduated with a diploma in June 2017.

Mr. Liang Haitao

Mr. Liang Haitao (“Mr. Liang”), aged 37, was appointed as the
director of the sales centre of the Company on 1 January 2023 and
is responsible for the daily management of the sales department of
the Group.

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

SENIOR MANAGEMENT (CONTINUED)
Mr. Yang Shanjie

Mr. Yang Shanjie (“Mr. Yang”), aged 60, was appointed as the head
of quality control centre of the Company on 1 January 2023 and is
responsible for the daily quality management of the Group.

Mr. Yang has 38 years of working experience in the chemical
industry. After graduation from Anhui University in 1984, he joined
Anqging Chemical Factory (ZE{t T4 %) and served as deputy
factory manager; he joined Anqging Zhongtian Petrochemical Co.,
Ltd. (2B X AM{E TARRAF)in 2007 and served as the deputy
general manager; he joined the Group in 2011 and was responsible
for the research and development of oil products of the Group.
In 2023, he serves as the head of the quality control centre of the
Group, responsible for the quality management of the Group.

Mr. Ju Xuezhi

Mr. Ju Xuezhi (“Mr. Ju”), aged 57, was appointed as the director
of the production centre of the Company on 1 January 2022 and
is responsible for the daily management of the Group's various
production bases and construction projects related matters.

Mr. Ju has 23 years of experience in construction management.
From 1992 to 2015, Mr. Ju worked at China Construction Xinjiang
Construction Engineering Group (R EBIZEHERZ TS E), a central
state-owned enterprise engaged in construction business, with
his last position as a deputy general manager; from 2015 to 2021,
Mr. Ju started his own business. Mr. Ju joined Guangdong Sanvo
in October 2021 and has served as the director of the production
centre since January 2022. Mr. Ju graduated from Xinjiang Institute
of Architecture and Engineering Technology (582 & T2 £ i1 2% )
in 2000. He studied civil engineering at Xinjiang University in the PRC
from 2002 to 2005 and obtained a diploma in 2005.

COMPANY SECRETARY

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

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

* for identification purpose only
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DIRECTORS’ REPORT

The Directors are pleased to present their report together with the
audited consolidated financial statements for FY2022 of the Group.

PRINCIPAL ACTIVITIES

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

BUSINESS REVIEW
General

Further discussion and analysis of the Group's principal activities,
including a business review for FY2022, and an indication of the likely
future developments of the Group's business can be found in the
Chairman’s Statement and the Management Discussion and Analysis
as set out on pages 6 to 16 of this annual report. These discussions
from part of this directors’ report.

Environmental policies and performance

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

Further details of the Group’'s environmental policies and
performance are set out in the Environmental, Social and
Governance Report of the Company on pages 57 to 104 of this
annual report.

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

The Group and its business are governed by certain laws and
regulations that have a significant impact on the Group. To the
best of the Directors’ knowledge, information and belief, during
FY2022, there was no material breach of or non-compliance with
the applicable laws and regulations by the Group. The Group has
complied in material respects with the relevant laws and regulations
that have a significant impact on the business and operation of the
Group.
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DIRECTORS’ REPORT

BUSINESS REVIEW (CONTINUED)
Relationships with employees, customers and suppliers
Relationship with customers

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

The Group's largest customer and five largest customers for FY2022
accounted for approximately 3.5% (FY2021: 3.6%) and 11.0% (FY2021:
10.7%) respectively of the Group's total turnover for FY2022.

According to the understanding of the Directors, none of the
Directors, their associates or any Shareholders who owned more
than 5% of the Company’s share capital had any interests in the five
largest customers at any time during FY2022.

Relationship with suppliers

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

The Group's largest supplier and five largest suppliers for FY2022
accounted for approximately 4.7% (FY2021: 6.5%) and 19.7% (FY2021:
22.7%), respectively, of the Group's total purchases for the year.

According fo the understanding of the Directors, none of the
Directors, their associates or any Shareholders who owned more
than 5% of the Company’s share capital had any interests in the five
largest suppliers at any time during FY2022.

Relationship with employees

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

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

RESULTS

The results of the Group for FY2022 are set out in the consolidated
statement of comprehensive income of this report.

FINAL DIVIDEND

The Board did not recommend the payment of any final dividend for
FY2022 (2021: HK3.0 cents).

FINANCIAL SUMMARY

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

SHARE CAPITAL

Details of the share capital of the Company for FY2022 are set out
in Note 26 to the consolidated financial statements for FY2022 in this
annual report.

RESERVES

Movements in the reserves of the Company during FY2022 are set out
in Note 27 to the consolidated financial statements for FY2022 in this
annual report. Under the laws of the Cayman Islands, share premium
of the Company is available for distributions or paying dividends to
the Shareholders subject to the provisions of its Memorandum and
Articles of Association (“Articles”) and a statutory solvency test.
Pursuant to the Articles, dividends may be declared and paid out
of the profits of the Company or from any reserve set aside from
profits which the Directors determine is no longer needed. With the
sanction of an ordinary resolution dividends may also be declared
or paid out of share premium account or any other fund or account
which can be authorised for this purpose in accordance with the
applicable law of the Cayman Islands.
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DIRECTORS’ REPORT

PROFITS AVAILABLE FOR DISTRIBUTION

Profit available for distribution of the Company as at 31 December
2022, calculated under Part 6 of the Companies Ordinance,
amounted to RMB57,081,000 (31 December 2021: RMB69,520,000).

ISSUE OF SHARES

For information on the Company’s issue of Shares, please refer to the
paragraph headed “Use of Net Proceeds from the Share Offer” of
this annual report.

EQUITY-LINKED AGREEMENTS

During FY2022, the Company did not enter info any equity-linked
agreements in respect of the Shares.

CHARITABLE DONATIONS

During FY2022, the Group made charitable donations amounted to
RMB83,000 (FY2021: RMB199,000).

PRE-EMPTIVE RIGHTS

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

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
OF THE COMPANY

During FY2022 and up to the date of this annual report, neither
the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and to the best knowledge of the Directors, the Company had
maintained a sufficient public float as required under the Listing
Rules during FY2022 and up to the date of this annual report.
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DIRECTORS OF THE COMPANY

The Directors during FY2022 and up to the date of this annual report
were:

Mr. Chen Binggiang Executive Director, chairman of the
Board and chief executive officer

Mr. Chen Bingyao Executive Director

Mr. Ng Cheuk Lun

Ir.  Daniel Lai

Mr. Xu Kai

Mr. Yeung Chun Yue David Independent non-executive Director

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

The biographical details of the Directors and senior management of
the Company are set out in “Biographies of the Directors and Senior
Management” on pages 17 to 25 of this annual report.

In accordance with the Arficles, Mr. Chen Binggiang and Ir. Daniel
Lai shall retire by rotation at the forthcoming annual general meeting
of the Company to be held on Friday, 16 June 2023 (the 2023
AGM") and they, being eligible, offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

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

Each of the independent non-executive Directors has entered into
an appointment letter with the Company for a term of three years
and shall continue thereafter on a yearly basis up to a maximum of
three years, until terminated by either party giving not less than three
months’ notice in writing to the other.

None of the Directors who is proposed for re-election at the 2023
AGM has an unexpired service contract which is not determinable
by the Company or any of its subsidiaries within one year without
payment of compensation, other than statutory compensation.

DIRECTORS’ INTEREST IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS OF SIGNIFICANCE

Save as the related party transactions disclosed in Note 29 to the
consolidated financial statements for FY2022 in this annual report,
no fransactions, arrangements or confracts of significance to which
the Company or any of its subsidiaries was a party and in which
a Director had a material interest, whether directly or indirectly,
subsisted at the end of FY2022 or at any time during FY2022.
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CHANGES IN DIRECTOR’S BIOGRAPHICAL DETAILS UNDER
RULE 13.51B(1) OF THE LISTING RULES

There was no change in Directors’ biographical details which is
required to be disclosed pursuant to Rule 13.51B(1) of the Listing
Rules during FY2022 and up to the date of this annual report.

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

As at 31 December 2022, the Directors and the chief executive had
the following interests in the Share, underlying Shares and debentures
of the Company, its Group members and/or associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO"),
as recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as sef out in Appendix 10 fo the Listing Rules were as follows:

Name of Director(s)/

Capacity/nature of

Relevant company (including
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Approximate percentage
of shareholding in

Number and class of the total issued share

chief executive interest associated corporation) Shares™°'® " capital of the Company
EEAREPERTRE
EZ /BETRAEES 55/ BHME HBRAR (BEEHEE) BROBERERME BORERA L
Mr. Chen Binggiang Interest of controlled Sanvo Fine Chemicals Limited 314,000,000 73.45%
corporation (Note 2)
BR AR5 5 4 REEEBNER Sanvo Fine Chemicals Limited
(FizE2)
Mr. Chen Bingyao Beneficial owner N/A 874,000 0.20%
BRRRLE ERBAA TER
Notes: Bt 5E -
(1) All the Shares above are held in long position. (1) METERMDIEIAFERE -

(2) Sanvo Fine Chemicals Limited is wholly-owned by Mr. Chen Binggiang.
Mr. Chen Binggiang is deemed to be interested in the 314,000,000
Shares held by Sanvo Fine Chemicals Limited pursuant to the SFO.

£ &0

(2)  Sanvo Fine Chemicals Limitedf AR i@ L L2 EHE ©
RIEEBESFRBAEGG - FRMELEHESE BRSanvo Fine
Chemicals Limited#§ 5 #7314,000,0000% % {5 # # G # 25 °
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INTERESTS AND SHORT POSITIONS OF THE SUBSTANTIAL
SHAREHOLDERS AND OTHER PERSONS IN THE SHARES
AND UNDERLYING SHARES OF THE COMPANY

As at 31 December 2022, so far as was known to the Directors or
chief executive of the Company, the following persons (other than
the interests disclosed above in respect of the Directors and chief
executive of the Company) has, or is deemed to have, interests or
short positions in the Shares or underlying Shares as recorded in the
register to be kept under Section 336 of the SFO are set out below:

Capacity/nature of interest

EEERE

FERREREMALTRAQT RS K HEER G
TEENESERAR

RZEZZF+ZA=+—8B BAEARREEHHERT
BAEMRA  ATALT(REXHARREERRSTT
BAEFTHEE 2 RN PR BAR R P A D kA8 BE AR 0
hBRARRESLMERIIEIGRETHFEZER
MFracsr 2 e soR A - BFINT

Approximate
percentage of
shareholding in

the total issued share
capital of the Company

Number and class
of Shares °'¢"

Beneficial owner
ExEEA

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

Ms. Liang Yinsheng (Note 3)
R4 LT (FFE3)

Interest of spouse
fE#E R

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

(2) Sanvo Fine Chemicals Limited is wholly-owned by Mr. Chen Binggiang.
Mr. Chen Binggiang is deemed to be interested in the 314,000,000
Shares held by Sanvo Fine Chemicals Limited pursuant to the SFO.

(3) Ms. Liang Yinsheng, the spouse of Mr. Chen Binggiang, is deemed to be
interested in the 314,000,000 Shares held by Mr. Chen Binggiang through
his controlled corporation, Sanvo Fine Chemicals Limited.

DIRECTORS’ AND CONTROLLING SHAREHOLDERS’
INTERESTS IN COMPETING BUSINESS

During FY2022, none of the Directors, directors of the Company'’s
subsidiaries, conftrolling Shareholders or their respective associates,
had inferests in business (apart from the business of the Group) which
competes or is likely fo compete either directly or indirectly with the
business of the Group which would require disclosure pursuant to the
Listing Rules.
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PERMITTED INDEMNITY PROVISION

Subject to applicable laws, the Directors shall be indemnified and
secured harmless out of the assets and profits of the Company
from and against all actions, costs, charges, losses, damages and
expenses which they or any of them may incur or sustain by or by
reason of any act done, concurred in or omitted in or about the
execution of their duty, or supposed duty, in their respective offices,
pursuant to the Arficles. Such provisions were in force throughout
FY2022 and are currently in force. The Company has arranged for
appropriate insurance cover for Directors’ liabilities in respect of
legal actions that may be brought against the Directors.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Group were
enfered into or existed during FY2022.

SHARE OPTION SCHEME

The following is a summary of the principal terms of the Share Option
Scheme conditionally adopted by the written resolutions of the
Shareholders passed on 13 December 2019. The terms of the Share
Option Scheme are in compliance with the provisions of Chapter 17
of the Listing Rules.

Purpose

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

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

(i)  aftracting and retaining or otherwise maintaining on-going
business relationships with the Eligible Participants whose
contributions are or will be beneficial to the long-term growth
of the Group.
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SHARE OPTION SCHEME (CONTINUED)
Eligible Participant

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

(i) any full-time or part-time employees, executives or officers of
the Company or any of its subsidiaries;

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

(i)  any advisers, consultants, suppliers, customers and agents to
the Company or any of its subsidiaries; and

(iv) such other persons who, in the sole opinion of the Board, will
contribute or have contributed to the Group, the assessment
criteria of which are:

(aa) conftribution to the development and performance of the
Group;

(bb) quality of work performed for the Group;

(cc) initiative and commitment in performing his duties; and

(dd) length of service or contribution to the Group.
Maximum number of shares

The maximum number of Shares pursuant fo which options may be
granted under the Share Optfion Scheme shall not exceed 42,750,000
Shares, which represented 10% of the then issued share capital of
the Company as at the Listing Date and the date of this annual
report. This limit may be renewed at any time provided that the new
limit must not exceed 10% of the total number of Shares in issue as at
the date of the Shareholders’ approval for the renewal.

Notwithstanding anything to the contrary in the Share Option
Scheme, the Shares which may be issued upon exercise of all
outstanding options granfed and yet fo be exercised under the
Share Optfion Scheme and any other share option schemes of the
Company at any fime must not exceed 30% of the Shares in issue
from time to time. No options may be granted under any schemes
of the Company if such grant will result in this 30% limit being
exceeded.
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SHARE OPTION SCHEME (CONTINUED)
Maximum entitlement of each Eligible Participant

The total number of Shares issued and which may fall fo be issued
upon exercise of the options granted under the Share Option
Scheme and any other share option schemes of the Company
(including exercised, cancelled and outstanding options) to each
Eligible Participant in any 12-month period up fo the date of grant
shall not exceed 1% of the Shares in issue as at the date of grant.

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

An option may be exercised in accordance with the terms of the
Share Option Scheme at any time after the date upon which the
opfion is deemed to be granted and accepted and prior to the
expiry of ten years from that date. The minimum period for which an
option must be held before it can be exercised will be determined
by the Board in its absolute discretion, save that no option may be
exercised more than ten years after it has been granted. No opfion
may be granted more than 10 years after the date of approval of
the Share Option Scheme by the Shareholders on 13 December
2019 (the "Adoption Date”). Subject to earlier termination by the
Company in general meeting or by the Board, the Share Option
Scheme shall be valid and effective for a period of 10 years from the
Adoption Date.

Acceptance of an offer of options

An option shall be deemed to have been granted to and accepted
by the grantee when the duplicate offer document constituting
acceptance of the options duly signed by the grantee, together
with a remittance of nominal consideration of HK$1.00, is received
by the Company on or before the relevant acceptance date. Such
payment shall in no circumstances be refundable. Any offer for grant
of an option to subscribe for Shares may be accepted in respect
of less than the number of Shares for which it is offered provided
that it is accepted in respect of a board lot for dealing in Shares
on the Stock Exchange or an integral multiple thereof and such
number is clearly stated in the duplicate offer document constifuting
acceptance of the option.
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SHARE OPTION SCHEME (CONTINUED)
Basis of determining the exercise price

The subscription price of a Share in respect of any particular option
granted under the Share Option Scheme shall be such price as the
Board in its absolute discretion shall determine, save that such price
will not be less than the highest of:

(i) the closing price of the Shares as stated in the Stock
Exchange's daily quotations sheet on the date of grant, which
must be a day on which the Stock Exchange is open for the
business of dealing in securifies;

(i)  the average closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the five business days
immediately preceding the date of grant; and

(i) the nominal value of a Share.

No option was granted, exercised, cancelled or lapsed under the
Share Option Scheme for FY2021 and there was no outstanding
share option as at 31 December 2022.

RIGHTS TO ACQUIRE THE COMPANY'S SECURITIES

At no time during FY2022 was the Company, or any of its holding
companies or subsidiaries, or any of its fellow subsidiaries, a party
tfo any arrangement to enable the Directors or chief executive of
the Company or their respective associates (as defined under the
Listing Rules) to have any right to acquire benefits by means of the
acquisition of shares in, or debenture of, the Company or any other
body corporate.

CONTROLLING SHAREHOLDERS' INTERESTS IN CONTRACTS
OF SIGNIFICANCE

Save as the related party transactions disclosed in Note 29 to the
consolidated financial statements for FY2022 in this annual report,
no conftrolling Shareholder had a material interest, either directly or
indirectly, in any contract of significance (whether for the provision
of services to the Company or not) to the business of the Group
to which the Company or any of its subsidiaries was a party during
FY2022.
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RELATED PARTY TRANSACTIONS

Details of the related party transactions undertaken in the ordinary
course of business by the Group during FY2022 are set out in Note
29 to the consolidated financial statements for FY2022 in this annual
report.

The related party tfransactions set out in Note 29 to the consolidated
financial statements for FY2022 constitute “connected tfransaction”
or "confinuing connected fransactions” (as defined under Chapter
14A of the Listing Rules) which are fully exempted from the disclosure
requirements under Chapter 14A of the Listing Rules. The Company
has complied with the disclosure requirements under Chapter 14A of
the Listing Rules.

CONNECTED TRANSACTIONS

During FY2022, the Group did not conduct any contfinuing
connected transaction (as defined under Chapter 14A of the Listing
Rules) which is subject to shareholders’ approval, reporting and
annual review requirements under the Listing Rules.

ANNUAL GENERAL MEETING

The Company will hold the 2023 AGM on Friday, 16 June 2023,
the notice of which will be published and despatched to the
Shareholders in due course.

CLOSURE OF BOOK FOR REGISTER OF MEMBERS

For determining the entitlement of the Shareholders to attend and
vote at the 2023 AGM, the register of members of the Company
will be closed from Tuesday, 13 June 2023 to Friday, 16 June 2023
(both dates inclusive), during which period no transfer of Shares
will be effected. In order to qualify for attending and voting at the
2023 AGM, all transfer documents, accompanied by the relevant
share certificates, must be lodged with the Company’s Hong Kong
share registrar, Computershare Hong Kong Investor Services Limited
at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Wan Chai, Hong Kong for registration not later than 4:30 p.m.
on Monday, 12 June 2023.
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AUDITOR

The financial statements for FY2022 have been audited by Moore
Stephens CPA Limited (“Moore Hong Kong"”) who will retire and,
being eligible, offer themselves for re-appointment. A resolution for
the re-appointment of Moore Hong Kong as auditor of the Company
will be proposed at the 2023 AGM.

TAX RELIEF

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

On behalf of the Board
Chen Bingqiang
Chairman

Guangdong, China, 28 March 2023
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CORPORATE GOVERNANCE
REPORT

The Directors recognise the importance of good corporate
governance in management and internal procedures so as fo
achieve effective accountability. The Company's corporate
governance practices are based on principles and code provisions
as set out in the Corporate Governance Code (the "CG Code”)
contained in Appendix 14 to the Listing Rules.

The Company confirms that, other than the deviation from code
provision C.2.1, the Company had complied with all the code
provisions set out in the CG Code during FY2022.

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

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

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

Composition

The Board currently comprises six Directors, with three executive
Directors and three independent non-executive Directors.

Executive Directors

Mr. Chen Binggiang (chairman and chief executive officer)
Mr. Chen Bingyao

Mr. Ng Cheuk Lun

Independent non-executive Directors

Ir. Daniel Lai

Mr. Xu Kai

Mr. Yeung Chun Yue David

The biographical details of each of the Directors are set out in
the section headed "Biographies of the Directors and Senior
Management” on pages 17 to 22 of this annual report.

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

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

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

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

Throughout FY2022, the Company had three independent non-
executive Directors, which met the requirements of the Listing Rules
that the number of independent non-executive Directors must
represent at least one-third of the Board and should not be less
than three, and that at least one of the independent non-executive
Directors has appropriate professional qualifications or accounting or
related financial management expertise.

Each of the independent non-executive Directors has made an
annual confirmation of independence in writing pursuant to Rule 3.13
of the Listing Rules and the Board is satisfied that all the independent
non-executive Directors have been independent and met the
independence guidelines set out in Rule 3.13 of the Listing Rules during
FY2022 and up to the date of this annual report.

Term of Directors

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

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

The aggregate amount of remuneration (including salaries,
allowances, discretionary bonuses, other benefits and contributions
to pension schemes) paid or payable to the Directors for FY2022 was
approximately RMB4,450,000.

The remuneration of the Directors is determined with reference
to salaries paid by comparable companies, experience, time
commitment and responsibilities of the Directors and performance of
the Group. Details of the remuneration of the Directors for FY2022 are
set out in Note 10 fo the consolidated financial statements for FY2022
in this annual report. In addition, pursuant to code provision E.1.5 of
the CG Code, the annual remuneration of the senior management
of the Company by band for FY2022 is set out below:

ExE ()
¥ A

EXLREEEABNTS HBE BBEAREME
BREMRN (ER) EHAERGH -

TEC_FURFEENIBNEZTZHMAE (21
e 2B WIS HAaRE KRG EHT) B
7 AN E¥4,450,0007T ©

EXHFHNI2EMALBARXNZHE  EF 28R
BE RARBEURAEBEZRREE - —T -
MREEEFHFMNFEIINAFR _F - —_FHPK
FREAMBWMERMEI0 - I RIBEREATAIST
AMEXBENSE T FUBREEARAREE
BABZFEHFMRERFIINT

Number
of senior

management
BEEE

AE¥H

Nil-HK$1,000,000

Save as disclosed in this annual report, (i) no remuneration was paid
to the Directors or the five highest paid individuals as an inducement
to join, or upon joining, the Group; (ii) no compensation was paid to,
or receivable by, the Directors or past Directors or the five highest
paid individuals during FY2022 for the loss of office as director of
any member of the Group or of any other office in connection with
the management of the affairs of any member of the Group; and
(iii) none of the Directors waived any emoluments during the same
period.

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

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

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

During FY2022, the Directors were provided with reading materials
relevant to corporate governance, director’'s duties and
responsibilities, the Listing Rules, anti-corruption and other relevant
ordinances.

Meeting of Board and Board Committees and Directors’ Attendance
Records

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

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

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

Name of Director

EEps

Mr. Chen Binggiang BRI 58 5 &
Mr. Chen Bingyao BRIRRE &
Mr. Ng Cheuk Lun REMEE
Ir. Daniel Lai BHE TR
Mr. Xu Kai e

Mr. Yeung Chun Yue David BIRFEE

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

CORPORATE GOVERNANCE FUNCTIONS

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

The Board delegates certain responsibilities fo the Audit Committee,
Remuneration Committee and Nomination Committee (together, the
“Committees”). In accordance with the Listing Rules, the Articles and
the relevant laws and regulations in the Cayman Islands, the Board
has established the Committees for effective and efficient corporate
governance. These Committees are established and operated in
accordance with the specific written terms of reference, which are
available on the websites of the Company and the Stock Exchange.

Audit Committee

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

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

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

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

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

Review of the Company'’s financial information

(e) to monitor the integrity of the Company’s financial statements

and annual report and accounts, intferim report and quarterly

reports (if any),

and to review significant financial, reporting

judgements contained in them;

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

accounts, interim report and quarterly report) before submission

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

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

(vi)

(viii)

(ix)

(x)
(xi

46 ANNUAL REPORT

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

significant adjustments resulting from the audit;

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

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

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

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

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

the cashflow position of the Group; and

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

Review of the Company'’s financial information (Continued)

(9)

(h)

in regard to (f) above:

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

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

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

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

(i)

(i)

(k)

U

(m)

(n)

to review the Company’s financial controls, infernal control
and risk management systems;

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

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

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

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

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

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

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

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

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

The Audit Committee held 2 meetings during FY2022 for the purposes
of, among other things, considering and approving the annual results
for the year ended 31 December 2021 and the interim results for the
six months ended 30 June 2022. The details of attendance are set
out below:

Audit Committee Members

(o) MREFERBEMAIMELBMETERER
(BHERHALI) IR EE

(p) RERETAEELER: R

(q) EERHTESETHBTLE RN EE -

BN ZEER T __FHRFERITT2NEH N
(Ehaf) ZE kit E "S- —F+-_A=1+—
ALtFEEME2FEERBEE T - A=ZFTHL
NEAMREEE - REFBEHINET ¢

Number of meetings

attended/held
HE/BTERRE

ENEEBRE

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

The Audit Committee has recommended fto the Directors the
nomination of Moore Hong Kong for re-appointment as external
auditor of the Company at the 2023 AGM.

The Group's annual results for FY2022 have been reviewed by the
Audit Committee.

Remuneration Committee

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

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

(i) to review and approve the Group’'s management’s
remuneration proposals with reference to the Board's

LY

corporate goals and objectives;
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BOARD COMMITTEES (CONTINUED)
Remuneration Committee (Continued)

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

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

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

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

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

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

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

The Remuneration Committee held 1 meeting during FY2022 for
the purposes of, among others, considering the remuneration
package and benefits of the executive Directors and making
recommendations to the Board for approval. The details of
aftendance are set out below:

Remuneration Committee Members
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BOARD COMMITTEES (CONTINUED)
Directors Remuneration Policy

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

Nomination Committee

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

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

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

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

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

The Nominatfion Committee held 1 meeting during FY2022 for the
purposes of, among others, reviewing the composition of the Board,
considering any changes in the Directors and senior management
of the Company and the making recommendations to the Board for
approval. The details of attendance are set out below:

Nomination Committee Members
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BOARD COMMITTEES (CONTINUED)
Board Diversity Policy

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

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

Nomination Policy

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

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix 10 to the Listing Rules as the required standards for
securities transactions by the Directors. Specific enquiries have been
made to all the Directors and all the Directors have confirmed that
they had complied with the required standards, where applicable,
set out in the Model Code during FY2022.

EXTERNAL AUDITOR AND REMUNERATION

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

For FY2022, the fees paid to Moore Hong Kong for the audit of
the annual financial statements of the Group were HK$1,380,000
(equivalent to approximately RMB1,185,000).

There was no non-audit service provided by Moore Hong Kong fo
the Company during FY2022.

£ &0

2022 ¥R =imksik

TRERRE

ExgZE2 (&)
ExgmBESTiLEE

ARARREEFTEREZTUERR  BERHIERAHF
BRHEBRRENTEH -ARFARREFTEEENZ TIL
RERNASFETREEBENAIREERIVEITE
RBRAEFEXNEZ LK EFGNEZTIL—BR
ZETEEE  BREETRNMER - F&  EREEF
B Bk BELR g NBEMRFE-BEFTEM
BRIEYURAES BRA AHEEEBAERATHIS
ERANBENEEEKNEZTTIENEL -

EEgAMMUENRREBEREETER T _MF
T-A=T—RERAEREZL —BTRAKINEST -5
BHERMERNZ T REZEEEREEB TR
ERE(BEEAIIBBERBLERSEE N ERME
IR e BEREA -

REBE

EZeRARABE  ETHEHIEE ZEREHNZRME
EENRFREE - RFERBETMNESHREASR -
REZBEGEREBREANBBERE BEER K
B MBRER BUlt BFEgZnlt EERER
ARHBEETIEAESZTERENBANUERARA
REEBOEMRE -

ESETRESXINRETA

ARBERM LT RIS+ & LT AZES:
TEFRSGNBEETH ((BEFADEREFETR
FRHGNREBRE - KRAEZRESFHARSHEK
BESIRR RER-_T__FURFECETEE
AP e AR EARZE (fHE ) o

4R

ko

4 Hp

NS % BB K% A
REFHEREEARARIEZLERE -

RZEZ—_FHRFE XN TFAESHEEETAEE
FEBBHRERZERA1,380,00008 T (HBERHARE
1,185,0007%) ©

R-FB-__FHBFE REFEESYERAQFREH
FETRTIRTS ©

ANNUAL REPORT 51




=intaik 2022 F 1§

CORPORATE GOVERNANCE
REPORT

ACCOUNTABILITY AND AUDIT

The Directors are responsible for the preparation of the consolidated
financial statements in order to give a true and fair view of the
financial position of the Group, the financial performance and
cash flow during FY2022. In preparing the consolidated financial
statements for FY2022, the Directors have selected suitable
accounting policies and applied them consistently, made
judgements and estimates that are prudent, fair and reasonable
and prepared the consolidated financial statements on a going
concern basis. There are no material uncertainties relating to events
or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern.

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

INTERNAL CONTROLS AND RISK MANAGEMENT

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

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

During FY2022, the Board had reviewed the effectiveness of the
internal control and risk management systems of the Group to
ensure that a sound system is maintained and operated by the
management in compliance with the agreed procedures and
standards. The review covered all material controls, including
financial, operational and compliance controls and risk
management functions. In particular, the review also covered the
adequacy of resources, staff qualifications and experience, training
programs and budget of the Company’'s accounting, internal
audit and financial reporting functions. The review was made
by discussions with the management of the Company and the
assessment conducted by the Audit Committee. The Board believes
that the existing internal control system is adequate and effective, in
particular, for financial reporting and Listing Rules compliance.

INSIDE INFORMATION

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

WHISTLEBLOWING POLICY AND ANTI-CORRUPTION
POLICY

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

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

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

COMMUNICATION WITH SHAREHOLDERS AND
SHAREHOLDER RIGHTS

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

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

54  ANNUAL REPORT

EHRBPRRRETHE (F)

AEEHEATANES (BEBREBR  MFFRL
RE)EDRERRNRESHEE  AAEANHE & F
BREEBENTALLER - ZSFBRNEERKREH
BT AT REZBEENEEFMEZR - AKHE
BRETARBER $R  MFRABRBENBER R
FERER  BRETRR(PEARKMBERBZE) (4
FEARKMBERAEZE) (FEARKMERTEE
BEER)  AREMERER

EHEZHB F2HAREMEAIRR -HLEREAR
HE] -

BJR Rz A K IR R A

ARFERMABRBABEK 5 EERBRAFERE
B ESEBARANEN  ERRAEMABERTT
EHEN  YERBEBEHE2EADB R -

BRBFAGERARERREZZ T ERE - KAAAH
BRR2EEEFAREFRBAERAEE 2 KLLE
Ao MUARHFAERHEARFABRAGTENE LRR
BREE-BUNELZZRERRZBEROFELRE I
RERXZRERBARKR



CORPORATE GOVERNANCE
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COMMUNICATION WITH SHAREHOLDERS AND
SHAREHOLDER RIGHTS (CONTINUED)

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

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

Procedures for Shareholders to convene an extraordinary general
meeting

Pursuant to Article 64 of the Articles, the Board may, whenever it
thinks fit, convene an extraordinary general meeting. Extraordinary
general meetings shall also be convened on the requisition of one or
more Shareholders holding, at the date of deposit of the requisition,
not less than one tenth of the paid up capital of the Company
having the right of voting at general meetings. Such requisition shall
be made in writing to the Board or the company secretary for the
purpose of requiring an extraordinary general meeting to be called
by the Board for the transaction of any business specified in such
requisition. Such meeting shall be held within two months after the
deposit of such requisition. If within 21 days of such deposit, the
Board fails to proceed to convene such meeting, the requisitionist(s)
himself/herself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the requisitionist(s) as a result of the
failure of the Board shall be reimbursed to the requisitionist(s) by the
Company.

Procedures for putting forward proposals at general meeting

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

Procedures for putting enquiries to the Company and contact details

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

DIVIDEND POLICY

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

CONSTITUTIONAL DOCUMENTS

There was no change to the Articles for FY2022, which is available
on the websites of the Company (www.sanvo.com) and the Stock
Exchange (www.hkexnews.hk).

COMPANY SECRETARY AND PRIMARY CONTACT OF THE
COMPANY

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

In compliance with Rule 3.29 of the Listing Rules, Mr. Ng Cheuk Lun
undertook not less than 15 hours of relevant professional training
during the FY2022. All the Directors have access to the advice and
services of the company secretary on corporate governance and
Board practice and matters. Mr. Ng Cheuk Lun has been contacting
with the Board directly in respect of company secretarial matters.

56 ANNUAL REPORT

BRR2EMR R RERN (&)

BAARRHEEACEFRBEFE

REABEREAFENEEREBERESR M
ARARESFHERERBEELALREZ BAHAME -
ERRERAEZREHTFTARBZARME (BEEH A
stella@sanvo.com) °

R B BE

BFEREEZEN BERSHESNEEAEE G
B Rk LEELZERERE EBERZ
BRAEBEABLUARLETERREENECEARKETE -

MBEREXH

RZEZ_FHBREFE MAATEER REA
R A AR B (www.sanvo.com) K Bt X P 48 Uk
(www.hkexnews.hk)& 5

RAMERERDAETEBEA

ARTZAAREAREMELE  HNANTEFRA
RRAZETEBWBA - RELABBRHTARIALR
HEARRMNRHPAR I AERIF - RERNEFR
EHELR -

ReEfmat BT EMRAUEIMG R _FHKF
BEE2mrLms G2 HEEXREI - FEEFHH
BEYEFRARARAMENCXERARESFEERLER
MBEHRZELALRE KREREE—ERRAWESE
EREBEGHMK -



ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

ABOUT THIS REPORT

SANVO Fine Chemicals Group Limited (the "Company” together

with its subsidiaries, collectively, “we"”, "us”, “our
is pleased to present our annual Environmental, Social and
Governance Report (the “Report”) to provide an overview of the

Group’'s management of significant issues affecting the operation,

or the “"Group”)

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

REPORTING PERIOD

The Report illustrated the Group's initiative and performance on the
environmental and social aspects for the period from 1 January 2022
to 31 December 2022 (the “Reporting Period”).

REPORTING SCOPE

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

REPORTING BASIS

This Report was prepared in accordance with the Environmental,
Social, and Governance Reporting Guide (“ESG Reporting Guide")
set out in Appendix 27 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing Rules”).
The Group has complied with the mandatory disclosure requirements
and the “"comply or explain™ provisions set out in the ESG Reporting
Guide. The Group will continue to optimize and improve the
disclosure of KPIs. This Report was prepared and published in both
English and Chinese. In the event of contradiction or inconsistency,
the English version shall prevail. For more information on our
corporate governance, please refer to the “Corporate Governance
Report” on pages 39 to 56 of the annual report of the Company for
the year ended 31 December 2022.
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REPORTING BASIS (CONTINUED) HwEEE (&)
During its preparation, the Group adheres to the reporting principles RGHBEIER  AEBEETFEEN 2 FHER—H
of materiality, quantitative, balance and consistency by: HEmHmE R
Reporting Principles Interpretation The Group’s Application
HERA e AEENER
Materiality = The report should disclose significant impactson - The Group conducts questionnaire to understand stakeholders’
BEEM the environment and society, or aspects that expectations. Based on the results of the questionnaire, the
materially affect how the stakeholders assess the Group identifies and reports the Group s material sustainability
Group and make decisions. issues
RERBBEUREREGHNEAYE  AHBHETEA FEEETHERAENTRENENDE - REFNSHEER  F5EH
SERERAREEAZBNAE - P RERAEENERTHERREE °
Quantitative - The KPIs disclosed in the report shall be calculable - Under feasible situation, the Group records, calculates and
2t and comparable where applicable. discloses quantitative information and conducts comparisons
REPRBOEREIEZEATHE  BEBRBERT with past performance.
A{ELLE ERTEAT  ARELE  AERBESEH  TRARRRETLR -
Balance = The Group should objectively and fruthfully report - The Group follows the principles of accuracy, objectivity and
Tt its ESG performance for the year. fairness to report its achievements and challenges in sustainable
ASEERE EEMEFAFEMESCRE - development.
AEEBEER RERATHRE  SEHEMHEERAEREHK
REEGHE -
Consistency = The ESG report should be prepared in a consistent - The Group ensures consistency in preparing the report and
- manner, its ESG s KPIs can be compared to manage ifs ESG data for future comparison. If there are any
understand corporate performance. changes fo the methodologies, calculations, or any other
ESGHRERA—HMAARE - ESCRREBIRIZEA(E factors that affect meaningful comparison, the Group will make
BB TREERE - a clear explanation.

AEERFRA -0 ARRRE REEACSCHE  UERRER -
MgE % HEAAREMAMYEFEZLRNARAETRE £

SESEHRRER -
BOARD STATEMENT EEgEH
To strengthen our management on sustainable development, an BINERAHERRERE  RMELTESGERRE - &
ESG governance structure was established. The Board takes full FHAREEMESCE SR FERRAELIEMT -
accountability for the Group's ESG governance and sustainable FEBEERASENEZUHETERRE Y EHFH

development. They are responsible for monitoring the Group's ESGHEBRREKEZ HTEZSHNEET ESGEZEE
materiality issues, performance, and evaluating the ESG related risks FREENTEERRFHETEFMDEOEE R

and opportunities regularly. Under the authorization of the Board, NETAEERNESGER it - KA - BB RBZ -
the ESG committee considers and evaluates various stakeholders'’ BEECHNBERE HeREARARIBABRMNESE
concerns and interests by materiality assessment to determine BEH o

the Group's ESG management approach, strategy, priorities, and
objectives. The Board is committed to integrating ESG principles into
our business management practices.
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BOARD STATEMENT (CONTINUED)

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

ESG GOVERNANCE STRUCTURE

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

. Decision-making level: Board of the Group

The Board is the highest decision-making level of the Group
which takes full responsibility for ESG strategy and reporting.
The Board monitors sustainable development performance and
progress of the Group. It reviews and approves the Group's
ESG management policies, strategies, goals, and annual
work, including assessment, prioritization, and management
of material ESG issues, risks, and opportunities. It also regularly
reviews the ESG performance of the Group and its progress in
achieving related objectives.

o Organization level: ESG committee

The Group's ESG committee is the second level of the
governance structure. The ESG committee is delegated by the
Board, chaired by an Executive Director. The ESG committee
is responsible for formulating ESG management policies,
strategies, goals, and annual work and promoting related
implementation. They also identify, evaluate, review, and
manage major ESG issues, risks and opportunities. All working
status and related recommendations will be reported to the
Board of the Group regularly.
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ESG GOVERNANCE STRUCTURE (CONTINUED)

Execution level: The ESG task force

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

CONTACT INFORMATION

The Group welcomes your feedback on the Report for our sustainability

initiatives. Please contact us by email to sanvo@sanvo.com.

APPROVAL OF THE REPORT

The Report was approved by the Board of Directors (the “Board”) of
the Company on 28 March 2023.
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STAKEHOLDER ENGAGEMENT BHESH

We identified the key stakeholders of our business operations. BB EFREENTERSNE RMBESEER
We interact with our stakeholders regularly through various REHEFBOEETTHES - TRFAFARMPNEZREH
communication channels. The following table illustrates the issues of B IOMBANRRMEFHDEETHERNRT

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

Stakeholder Expectation Engagement channel Measures

K& He SERE )

Government, = To comply with laws = On-site inspections and checks - Operated, managed and paid taxes
public and BRI EHERRE according to laws and regulations,
communities = Proper tax payment — Research and discussion through work strengthened safety management;

B ARATR ZEAB conferences, work reports preparation obtained/renewed license timely,

HE = Ensure production and submission for approval accepted the government's supervision,
safety, environmental BRIEEASHENT R RERRRIIE inspection and evaluation, and actively
protection and social WG A ES undertook social responsibilities
responsibility KRZERADIRE ERUHH  MRZE
BRZ2EE RERER BH REER/EMTAE  BRBNEE
BT eat BRERE  UEEAELERE

- Promote regional
economic development
and employment

(R IR A B R Rt 5
Shareholders - Return on investment - Annual general meetings and other - Issued notices of general meetings
and Investors REER shareholder meetings and proposed resolutions
PR HEGEE - Stable operation BERFASREMREAS according fo regulations, disclosed
RERE - Interim reports, annual reports and company's information by publishing
- Risk minimization announcements announcements/circulars, interim report
BB &E R FREASE and annual report in the year. Carried out
- Information disclosure - Company website different forms of investor activities with
and transparency NGIEER an aim to improve investors’ recognition.
BRBERREAE - Meeting with investors Held results briefing once. Disclosed
- Protection of interests HEEEERE corporate contact details on website and
and fair treatment of - Roadshows in reports and ensured all communication
shareholders i channels available and effective
RERRERE R AT HEF BENEBREAGBERRBREZR  EX
AR 3R BRABAE /AR PHARERFRBEA
- True, accurate and AEH - HRTRAFAMNREETE  Uigs
timely reporfing REERUE - BIT—REEBRE - £HW
HE  ERRERRE RBEFRBARMERE BREEEAR

L
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STAKEHOLDER ENGAGEMENT (CONTINUED)

Stakeholder
&

Employees
EE

Customers

zP

Suppliers/
Partners

g,/ AfEBH

62

Expectation

HE

Safeguard the rights and
interests of employees
RIE[E 8RR &
Salary and welfare
e R

Working environment
THERER

Career development
opportunities
EXuRME
Self-actualization
BERER

Health and safety
BREZE

Assurance on quality
and quantity of product
BRERmERES
Stable relationship
BTBR

Group reputation and
brand image
SEBRERmETR
Market demand
mimm K

Long-term partnership
REBHER

Honest cooperation
A

Faimess and openness
Information resources
sharing

BHERL=E

Timely settlement
REEEX

ANNUAL REPORT

RIR -HE8RER

e

EOESHGR)
Engagement channel Measures
SHERE it

= Feedback box
BRM

- Training, seminars, briefing sessions
Bl e BNe

- Team activities

mHEH

= Site visit
EHER

- Exhibition
RE

- Email and customer service hotline
EFHHEREPRBAE

- Feedback forms
BlEE R &

- Regular meeting
EHEE

- Market research
mERa

- Strategic co-operation
KA 1E
- Regular meetings

Egﬁ = nﬁz
= Tendering process

mizBE

® 2

Provided a healthy and safe working
environment; developed communication
channel with management; developed a
fair mechanism for promotion; cared for
employees by helping those in need and
organizing employee activities

?Eﬁi@f&kiﬁ’]ﬂ’ﬂ& EVEEHER
BHRE AFHMEF K EHEEES

EEE@%EE&@'%%EE

Organised marketing activities, site visit
and exhibition
METSHERY BEHZERREE

Invited tenders publicly to select best
suppliers and contractors, performed
contracts according to agreements,
enhanced daily communication, and
established long-term cooperation with
quality suppliers and subcontractors
ARRBEERE 1%%&&@% BAOER
ek MBRAERM  REEHERLRSE
BRURHBAEBE
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STAKEHOLDER ENGAGEMENT (CONTINUED) BEMNESHEE)
Stakeholder Expectation Engagement channel Measures
K& e SERE i
Peer/industry - Experience sharing - Industry conferences and meetings - Stuck to fair play, cooperated with peers
associations DEEE SEXE to realize win-win, shared experiences
%/ T8 - Cooperation and attended seminars and meetings of
i the industry so as to promote sustainable
- Fair competition development of the industry
RFHEF BRATHRT  BRZSEAERAR 2Z
% 2NTERAERERE  RETEUSF
BER
Financial - Compliance with the Consulting - Complied with regulatory requirements in
institution laws and regulations G a strict manner, disclosed and reported
SRKE ETEERRH Information disclosure true information in a timely and accurate
- Disclosure of information BAEE manner according to law
B E Reports BRETFETRT  fOARE £ EER
W& BRBEEH
Bank - Timely repayment of Regular meeting - Paid interest according fo instalment
1T loans THEH schedule and cooperated with banks for
BEEEER Business and operation update inspection and monitoring
- Honest cooperation EBREEEAEM BRRABERERRXGHE  BaRITHET

HERE
Stable operation

e
LERE

EEREE
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MATERIALITY ASSESSMENT

In order to better understand stakeholders’ opinions and
expectations on the Group's ESG performance, the Group has
adopted a systematic approach to conduct the annual materiality
assessment, by inviting relevant stakeholders to parficipate in the
materiality survey and rate the potentially significant issues, and
taking the Group’s business development strategies and industry
practices as reference. The Group analyzed the results of the
materiality survey into a materiality matrix. The identified significant
issues and stakeholder concerns will be reviewed and discussed
with the management and disclosed in the ESG Report. During the
Reporting Period, the Group's materiality matrix is as follows:

MATERIALITY MATRIX D

RIR -#HERELRHE

ERMMA
ERUFGREH M THENELSARERE HEak
ERARAMNBER LR  AEERARZRICONTTEETT
FEERUFMG  BEAESOE2REEURAST Y
BEEEFBETHD  ABEREENE LR
RITHEY AEEREEUHENERIMBEREN
- EBNERZERSODERIFAKEERE
BR R ERRE HEREAREPRE - X®

THE AEBENEZMEREAT

URING THE YEAR

High RER N EE
=)
Anti-corruption
ElE REF
Emissions
Health and safety HEm
3) fEEEERE
P4
<
O
i Development and training
Z fai BRELE
O ya
7
- Zé[ Product liability
3= EREE
9, Supply chain management
= Community investment e g e
o HERE
Environment and natural resources
— RIEBERAAER
Labour gp|de||nes
& ILEA Use of Resources
Climate change ERER
:
Low BUSINESS DEVELOPMENT SIGNIFICANCE High
&® EBBREEM =]
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A. ENVIRONMENTAL ASPECTS
Aspect A1: Emissions

To demonstrate commitment to sustainable development and
compliance with laws and regulations relating tfo environmental
protection, the Group endeavors to minimize the environmental
impact of the business activities and maintain green operations and
green office practices.

Our Group's operations are subject to certain environmental
requirements pursuant to the laws in the PRC, including butf not
limited to PRC Environmental Protection Law* ({12 A R M E 15 R
#)%)), the PRC Law on Prevention and Control of Water Pollution*
((hEE AR EMBEKFRIA%E)), the Law on Prevention and Control
of Atmospheric Pollution of the PRC* ((FR#E A R L M B K &5 285
J&87%)), the Law on Prevention and Control of Environmental Noise
Pollution of the PRC* (K AR KM BIIR B R B IS0 87%)), the Law
of the PRC on the Prevention and Control of Environmental Pollution
by Solid Wastes* ({1 % A R 7Bl E 82 BE %5 2R K AE)) and
Technical Specification for Operation and Management of Volatile
Organic Compounds Treatment Facilities in Guangdong Province
issued by Department of Ecological Environment of Guangdong
Province 2022 No.330* (ER & EHHE MY B RGBETEBR RN
35 #5 E 3% k(2022 ) 330%%) . We continuously observe the laws and
regulations in relafion to environmental protection in the PRC and
have been in strict compliance with them. We have implemented
environmental protection measures in our operations including
having environmental protection procedures in place to treat and
dispose of all of our waste in accordance with national and local
environmental laws and regulatfions. Dust, waste water, noise and
different sorts of pollutants are generated during our production
processes. We have established environmental and pollution control
policies with various measures in place to process and dispose of our
industrial wastes to minimize the impact on the environment include,
amongst other things:

*  For identification purpose only

2022 ¥R =imksik

R -#HSRERHE

A. REEM@E
EBEA1 : R
ATRPEHABESRRMNAR T ETHIRIBRESH

RUERRBRD - REBB N BEFZHHRENTER
ERE URFECLEERGEHAER -

BEPBEER  AEENZERETETREER 68
FETBEBR(PFEARRMBIREBEREE) (FEAR

HMBE KSR RE (PEARZLNMBE KRS 26
/El/2§>> (FEARBEMBERBERESLEGEE) (F
EANRAFMBEEBEY SERENEIRERERE
BB )R 12 RO E 1T B IR BT AR 48 B 3R K (2022)
3305 « HMIFFEE TP EBBRRREEERAN
I B —EEARETT - RIIEREER BB RREEE -
BRERIRBRERT  BEER KM REERE LR
IR REEEFAREY - W EELF & E S REE -
FEK - BRFRARABERTEY - BMERIBRRITR
THIBOR RS ERAREREE TEEY  HRE
TEREHE - EHREHE -
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A1l: Emissions (Continued)
Air pollution

There are increasingly stringent environmental and safety
requirements in the PRC fine industrial chemical industry especially
for emission of VOCs. Certain of our subsidiaries has been listed as
one of the VOCs emission enterprises under supervision and required
to compile a VOCs emission comprehensive control scheme (VOCs
42 & #5871 2 (the “Control Scheme”)) in 2018. Thus our Group
aims fo increase the number and proportion of our products which
are water-based/low-VOCs to adhere to the prevailing and more
stringent industry environmental standards in order fo minimise any
adverse impact on the environment resulting from our business
activities and monitor technological trends in our industry in the
PRC, which is evident from (i) 118 (2021: 118) out of 207 (2021: 207)
of our fine industrial chemical products (represenfing approximately
57.0% (2021: 57.0%) of our products) are currently water-based/
low-VOCs, and (ii) our Group holds various patents (such as “Zero-
VOC tranquilization nano-emulsion paint” * (—EZVOCH K % 1 %,
B%)", “gear oil and preparation method thereof” *(— & HE#4h &
ERETR), “Water-based crack sealer and preparation method
thereof" * (—7E KM 4 M & E &4 75 %) and “high-hardness wear-
resistant double-group water based wood paint and its preparation
method”) in relation to the manufacture of environmentally friendly
fine industrial chemical products which are water-based and/or low-
VOCs.

In order to minimise the emission of VOCs, the Group had
implemented measures as below:

- upgrading the oil paint to water paint;

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

- the propellant LPG is replaced by dimethyl ether (“DME”) in
which DME is more soluble;

- adding cover for containers that are not fully sealed in order to
reduce the volatilisation of organic waste gas;
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A. ENVIRONMENTAL ASPECTS (CONTINUED) A. BEEM@E)
Aspect Al: Emissions (Continued) BEAT . BER (&)
Air pollution (Continued) ERTR(E)

- opfimising the production plan so as to reduce various emission —
and waste by cleaning devices due to change of raw materials
for production;

- renovated exhaust gas and dust collecting channels in —
production workshops to reduce emission from the hazardous
substances effectively;

- upgraded the original waste gas treatment facilities in the -
paint workshop and installing an activated carbon adsorption
devices to improve the waste gas treatment capacity;

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

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

- installed a new set of liquid medicine absorption spray tower —
with UV photolysis device and activated carbon adsorption
equipment in the paint workshop to improve the efficiency of
waste gas collection and treatment;

- installed a new set of frommel screen and RTO device with —
activated carbon adsorption equipment in the key production
bases; and

- planting more trees in a systematic way to ensure an evergreen -
environment.

BIEEERE WRLPALEERMBESMESE
BB R RBHE R

ERELEEHNERMKEREEE AR
LEEMERR

EASRRERRENEREERE  XRE)
TR BHRE - 175 R REEIE AL

EREHEABHZ  BOBERIEG
EEZRAEREASERAEREER

ERARERRE - EBERIBARKERE
TR R R BN ERBRE RS ERERRE
RBEIERE

ERTIBAEEMRE -EFTHEERBHRE
BT B RRTORE : Rk

BRGHER  BERRFEEA -

Other than VOCs, our operation also generates airborne pollutants BRIEZEEREAEMIN RPN EERSELEENRES
in our production and transportation processes. Our vehicles are BRPEETRSEY - BRMEEHREEEH - HRE
regularly inspected to ensure exhaust emissions are within regulated TEEMEERRE - bhoh » HEBRN - XEBEEE —
limits. In addition, during the Reporting Period, the Group has WEEBHEHUARR RN RER MR TR TEY
purchased an electric vehicle to replace vehicles with petrol or FOR =R EBEBEMN ©

diesel energy so as to reduce the emission of air pollutant and
greenhouse gas.
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A1l: Emissions (Continued)
Waste control

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

Other pollution

With respect to waste water, we have filters installed in our sewage
pipelines; carried out regular cleaning of our sewers and pipelines
and improved the drainage system to achieve rain and sewage
diversion to ensure pollutants do not directly enter the sewer. During
the reporting period, we engaged qualified third-party sewage
testing agency to examine our sewage condition and the test resulfs
were complied with relevant national and local laws and regulation.
We also installed soundproof walls to control the noise generated
during any renovation or maintenance works carried out at our
production sites.
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A1l: Emissions (Continued)
Other pollution (Continued)

Our Group strictly adheres to the standards, metric and targefts
set or issued by the PRC Government environment-related
compliance (including those issued by the General Administration
of Quality Supervision, Inspection and Quarantine of the PRC
and Standardization Administration of the PRC) in assessing and
managing our impact on the environment resulting from our business
activities, including without limitation our consumption or use of
hazardous or harmful substances in our fine industrial chemical
products. In addition, given the increasingly stringent environmental
and safety requirements in the PRC fine industrial chemical products
industry, our Group places emphasis on minimising adverse impact
on the environment, particularly through research and development
on eco-friendly products, in order to strengthen and maintain our
competitiveness such as by establishing research and development
centres, the objectives and functions of which include (i) research
and development on new products and designing new solutions
and/or formulae, and (i) gathering market intelligence and closely
monitoring the fechnological frends in our industry in the PRC and
also globally. We also strive fo produce high quality products,
which includes limiting the use of harmful and non-eco-friendly
substances in the production process. For example, certain of our
subsidiaries has been accepted as a member of the Guangdong
Association of Quality Inspection (EEEEeaBiHe
Zhongshan Association of Quality Technology (F |L 1 & & & 17 #%
&)and has participated in relevant association activities, such as

) as well as

staff trainings and seminars on quality inspection. In addition, our
Group has been keeping apprised close attention to the newly
published or amended environmental laws, regulations or rules
enacted by the environmental protection governmental authorities
of natfional or local level from time fo fime and is willing fo assume
social responsibilities fo assist in building up a more environmentally
friendly, pollutant-free and recyclable society by focusing on
improving clean production. Moreover, we have also participated
in academic research relating to clean production and a number
of our management and employees have published papers with
respect to environmental issues caused by the production of
relevant hazardous chemicals in various periodicals in the PRC. We
will continue to encourage our management and employees to
conduct or take part in research relating fo environmental protection
issues, especially in areas connecting with manufacture of, among
others, aerosols, adhesives, painting and coating products.
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A. ENVIRONMENTAL ASPECTS (CONTINUED)

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

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

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

Environmental aspects Targets
RBERH B

Air Polluton’fs Emissions

RS LMBER

intensity of air pollutants emissions.

RIR -#HERELRHE

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

ER LR RMAREERRTELANSERRS
W) 2 PR E R TR E @A RARBIRR SR - Bt
BPNEBEETSYRRERNEATNZE -

SN AEBEREREE RO ERAHESEE T
BB MTERARE - Bk LA SR (B
HRERSRY BRERE AFREZEMARISK)
RENFEEHERR - AKEKEBRERERSRYE
EETE - EREET R MBI AT R BI LA RARRIE I - RER
BEYELRBBERBFREETINERKF - AEE
Bl RSN L - FTRREBZERRKE ﬁ—?ﬁ’ﬂ»“%
o RK RABHEEARNEBLIRFERER  MER
iﬁ&ié TERAEIR o b4 - ﬁzf?‘ifhﬁ@%ﬁﬁl@&ﬁ&%y
BIR BN EREREH -

The Group will actively implement the air pollutants control plan and measures to maintain or reduce the

AEERBBERERSANE RS ERER BRERSADHERTETEAEAINKF

Greenhouse Gas Emissions
REREBHER

The Group will actively implement the energy-saving plan and measures to maintain or reduce the
intensity of greenhouse gas emissions.
AEERBEEmR B LR BREZREBHEREETBAE KT

Waste Reduction
WO BEEY

The Group will actively implement the material-saving plan and measures o maintain or reduce the
intensity of waste production.
AEEREBRER RSO RER BREZNELZE NEBERIKT
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A. ENVIRONMENTAL ASPECTS (CONTINUED) A. RIEE@E(HE)
Aspect Al: Emissions (Continued) BEA : By (&)
Other pollution (Continued) Ems2 (4F)
Besides, the Group had developed the 2022 environmental target for AN REBERERSEMBEN - BEREBHE LR
Air Pollutants Emission, GHG emissions and waster production, and EYEAS T _E-_—_FRIBEAE RS H RN
the result as at the end of Reporting Period is as follow: mr
Environmental KPI Targets Baseline Year Results as at the end of Reporting Period
BERRENER Bg HEF R & HR B &
The inTensiTy of air pollutants emissions Maintain or reduce the intensity of 2021 In progress
RS LEMPEREE air pollutants emissions by 2022 —E-—F EITH
RIZZ ZFRBFIR D ERTEMEER
HE
The infensity of greenhouse gas Maintain or reduce the intensity of 2021 In progress
emissions greenhouse gas emissions by 2022 —T-—f TR
BEREBHEREE RIZZ ZFRHRRFIRL REREBHENE
i
The intensity of waste production Maintain or reduce the infensity of 2021 In progress
BENELARE waste production by 2022 —EZ—& EITHR

RIB__FHARSIRSEENELRE

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

Maijor air pollutants emission from our operation during the Reporting WREHBEAN RPN ESEELENTEERT SLYHERE
Period as follows: AR ¢

Air Pollutant Emission

ERARMER

Air Pollutant Emission (kg)

ERERMHEHE (TR)
2022 2021
Type of Air Pollutants 753 —E-C

Sulphur dioxide —&lkh 59.12 36.80
Intensity (kg/Revenue RMB’000) BE(TR/ARSETthz) 0.00006 0.00004
Nitrogen oxides Aaly 2,123.79 1,099.73
Intensity (kg/Revenue RMB’000) EE (FR/ARETRHE) 0.0022 0.0012
Parficulate matter BFR T 165.20 43.32
Intensity (kg/Revenue RMB'000) BRE(TR/ARETTHE) 0.00017 0.00004
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A1l: Emissions (Continued)
Other pollution (Continued)

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

GHG Emission
BEREHK

Type of GHG emissions

BERBERER

RIR -#HERELRHE

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

REHREAR  CEEENRERBHERBRIAT

fid

Equivalent CO, emission (tons)
“EBEEENE (])
2022 2021
—g=-=

Scope 1 Direct emissions HENEZER 445.97 496.08
Scope 2 Indirect emissions #E 2R B 5,003.63 4,654.57
Total gt 5,449.60 5,150.65
Intensity (tons/Revenue RMB’'000) ZE (W ARETTHS) 0.0057 0.0052

Note:

The calculation of the GHG gas is based on the “A Corporate Accounting and
Reporting Standard” from The GHG Protocol, the Guidelines for Accounting
and Reporting of Greenhouse Gas Emissions from Industrial Enterprises in Other
Industries (Trial) published by National Development and Reform Commission
of the People’'s Republic of China*(( TEHMITESCEREREHMIZE H 8
iﬁi?ﬁﬁ(ﬁﬁ») the GHG Protocol Tool for Energy Consumption in China*

(BB H RS B A EREMETE ™)), and the Guidelines for Accounting
Methods and Reporting of Greenhouse Gas Emissions of Land Transportation

Enterprises* ({2 L @EH X RERBHRRE T ERREERRH)).

Scope 1: Direct emission from vehicles, gas stove and refrigerant that are
owned by the Group

Scope 2: Indirect emissions from the generation of purchased electricity
consumed by the Group
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

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

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

2022 ¥R =imksik

R -#HSRERHE

A REEE(E)
BEAT : S ()
B 5573 (A)

BEMEN CEEENEEEEN REEERYHT
mF :

Hazardous and non-hazardous waste
BEREERN

BEEY
Non-hazardous waste BEEY
Total FoES

Intensity (fons/Revenue RMB’000)

Hazardous waste

BE (W ARET TlE)

13,90 5.37
63.45 39.39
77.35 44.76
0.00008 0.00005

During the Reporting Period, 63.45 tons Non-hazardous waste were
recycled, compared to 9.51 fons in 2021.

Aspect A2: Use of Resources

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

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

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

£ &0

REREHR DO W34 EZEY M- - —F
Bl &9 .51 o

BEA2: ERER

ANEEM S EEM N ERE ET #?qﬂlﬂﬁi@ﬂﬁﬁ
BEEIER(REARHR 40 B8RO B B AlOE
BER - RAIERE LL%:E':F‘ e R BRI B IR 1 -

BENRERLEREFTHE éﬁ& TR EIRIZET - &M
BAOREERERERME - 1 BEREY  IRSEERA
BIREAMRE o

AEBESEERERNBEMER - AR AEE N EK M
BAEBETEAMERZERME  8FETRR
BEMECRME - EBH - BRTE - &R 2BY  #
fe ~ BB IR - $Eliﬁlﬁﬁﬁzﬁiﬁi§ﬁm*ﬁ%{@iﬁﬁ :
PImBEMIRE, BN LEEE KBTS -

PRI BRI T AR & R EHE R Zﬁﬁ/ﬁ
- [ERzaBKE BERARMR RILEEBRE
TRMEORE
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A.

ENVIRONMENTAL ASPECTS (CONTINUED)

Aspect A2: Use of Resources (Continued)

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

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

Improving product packaging forms to conserve the
consumption of carton materials;

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

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

In addition, the other resources used by the Group are electricity

and water. For usage of water, the Group did not encounter any
problems in sourcing water that is fit for purpose. Practical measures
are implemented as follows.

74

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

Adopting LED lighting in some production workshops and
offices;

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

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

Regular maintenance of vehicles with good condition for
operational efficiency;

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

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

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

ANNUAL REPORT

A.

REEME (&)

EEA2: ERER (&)

4 -

REEHLEBRXRL
BB mEENRM RS

OB A BERMA, B8

MABNRBREERROME - BROR DK
BN B SRKHEFE

M= E

@

KA - SHRMEM B

TEEEEE  ARPRBRER  KWEIDE

72

REAI—E-FRIBER EXSWERORER
B BRELAERERRE

REEERNEMEERRBE MK BKTH

7N S5 [ 3 S 7E SREUGE A /KR TT FE BHE R & » AR
MEEHE BT

Sk TEELE
B AR

R EEERRPAERALEDIRAE R

FABA MR B T U 2 A

BEMNT - @R AAN
WERMALE T B AT
B RGENBEREE25CE2CEH

EHREMRARGNERARSEERE
ERRLERRRS  BERDERRER - REW
NREEHEmITE

MEEERENRMBER  BPRE Rk

BUYRBEBEREEHE  RONAAKEER



ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A2: Use of Resources (Continued)

In addition, the Group advocates energy and resources saving, and
is committed to achieving sustainable operations and compliance
with emission requirements by local authorities. To this end, we have
set preliminary directional targets in terms of energy use efficiency
and water efficiency, so as to perform better energy conservation
and water conservation. The Group will actively implement the

2022 ¥R =imksik

R -#HSRERHE

A REEE(E)
BEA2 : BREA (H)

Lo AEBERESHNERIER BN EHARKES
BRETHBNEFIMPERE - Bt BT 5EE
REABEREAKEERRENTIEBUERR - AEELH
HWETREEI K - AEBKBTRIGE BN LR 8 - #HKEHEI R
HiE  EREE MK EENBBE KT - AEEK
mEERER - WE—HPRREZNESBIRREZHORE -

R HAEHIEEERNENRTE R - AW ERE
REERRER - w5 BAELR T HRREZER
BN BEREREH -

energy-saving plan, water-saving plan and measures to maintain or
reduce the intensity of energy consumption and water consumption.
The Group will review the progress and explore more opportunities
for various environmental protection goals. In the future, we will
set more specific quantitative environmental goals to nurfure the
environment and cherish natural resources. Moreover, we are
investing more resources in recycling fo help the development of
circular economy.

Environmental aspects Targets
BEER B

Energy Conservation
B AT RE IR

The Group will actively implement the energy-saving plan and measures to maintain or reduce the
intensity of energy consumption.
AEBREREHEETE AN BREREEEENBREANKT -

Water Conservation The Group will actively implement the water-saving plan and measures o maintain or reduce the

B 40 7K intensity of water consumption.
AEEREREEES K EIRER  BRAKEENBBERKE -
Besides, the Group had developed the 2022 environmental target BN AEEEHIE T FEIEEEIKAIREE R -

RBEBROKAEADT -

for energy conservation and water conservation, and the result as at

the end of Reporting Period is as follow:

Environmental KPI Targets Baseline Year Results as at the end of Reporting Period
RERRENER B HEEF REEH RN &

The intensity of energy consumption. Maintain or reduce the intensity of 2021 In progress

EREERE o energy consumption by 2022 —E-—F EITH

RE = EREARD LR ERE

The infensity of water consumption.
FKEE o

Maintain or reduce the intensity of 2021 Target achieved

water consumption by 2022 —T_—fF ENEE

RIBZ_FHARIRIRKEE
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A. ENVIRONMENTAL ASPECTS (CONTINUED) A. BEEM@E)
Aspect A2: Use of Resources (Continued) EBEmEA2 . ERFEA (&)

Consumption of energy, water and packaging materials by the REBERN AEEMRER KEBEMAEFEEHT
Group during the Reporting Period is set out below: mr

Energy Consumption

ANk
Energy consumed (kWh)
HREE(TRER)

2022 2021
Type of energy BRER —E-C
Unleaded petrol Ei3 R 646,111.44 679,548.49
Diesel E9 995,163.49 686,028.67
Purchased electricity SNEE 7 8,201,335.55 7,629,198.00
LPG RILA AR 56,222.22 144,299.44
ING RILRAR 39,123.03 50,110.50
Total @5t 9,937,955.73 9,189,185.10
Energy intensity (kWh/Revenue RMB’'000) BRZE (TRE/ARETTKE) 10.48 9.35

Water Consumption

FEKE

Running water consumed BRKHEES 80,561.00 93,140.00
Intensity (tons/Revenue RMB’000) ZE M/ ARETThRE) 0.08 0.09

Packaging materials

RN

Type of packaging materials BEMNRER

Metal B 10,360.26 5,286.46
Plastic BB 10,309.03 3,983.12
Paper ok 2,359.85 9,284.17
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A3: The Environment and Nature Resources

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

Aspect A4: Climate Change

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

Physical Acute Risk

The Group has identified extreme weather such as typhoons,
heavy rain, thunder and lightning and flooding that can cause
physical acute risk. The potential consequences include damage to
documents, material, equipment, buildings and even employees’
health and life. The above potential consequences will cause
economic losses and increase operating costs to the Group.

2022 ¥R =imksik

R -#HSRERHE

A REEE(E)
BEA3 : RERXARER

AEBBBHAELBIRABETIHREMENERZ X
BIABIXHRAARENEY  BRATF EBEH
EERORRERZ  XHAFRRFREATFEZRN
HERES  WEMMGLRENEERREZERE =%
ENREEENERLY - BREAHIRYIBIER
FERISHRREINOBER  AEENRKBERNDHERE
RRRERNTE -

[EHAL : IR

RIRBCEHIRmRARBERELE  HEBLBBERNEX
FE R NEBEDHE TIE#SEIRESEE - AR
A ERRREANEREELAEAFENREE/LEE - R
o AR HEERMEERHER - $HEERAR S
BEOXNENFR RO EERSBREXLENES -
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A. ENVIRONMENTAL ASPECTS (CONTINUED) A REEE(E)

Aspect A4: Climate Change (Continued) EBHEAL : RIFE1 ()

Physical Acute Risk (Continued) EEsMtEE (B)

The Group has established different measures as below to prevent RIEHEEERIBHERAHINZE  AEEEHE
and minimize the negative effect of extreme weather. AT &BER -

Physical Acute Risk

ERSMER
Extreme weather Preventative and mitigation measures
&R & Rk R E#EE
Typhoons - Close doors and Windows with advance notice
F6 RAIEA - HEAPE

- Move materials and equipment to safety areas in advance, or covered with a tarp
BERMHMRZEERZER2ES  AAHKNES

- Reinforce equipment and components that may be blown away
N T B 452 K 2L PR A 9 3% 18 S BB A

- Stop all outdoor work

FIE—PIMER
Heavy rain and Flooding - Clean up trash and make sure drains unblocked
FRAH BRI BERIKRE®
- Maintain drainage equipment
RHKR

- Reinforce equipment and components that may be washed away
N A 88 AR KO RE B 3R 1 R BB

Thunder and lightning - Keep good conditions of earthing devices
BE REFEMERE RN RIHFME
- Control travel and outdoor work before the arrival of lightning
ERETEH  BRHTRPIMER
- Remind employees to save data and turn off computers
RES TRFHERARAS K
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A4: Climate Change (Continued)
Physical Chronic Risk

The Group has identified exfreme weather such as extremely
hot weather can cause physical chronic risk. The potential
consequences include an increased chance of getting heatstroke
for employees working outdoor or in the workshop, increasing
turnover rate and work-related injuries, and shortening the product

2022 ¥R =imksik

R -#HSRERHE

A REEE(E)
BEAL: RIRS L (M)

HEErtmE

AEEE 5 S BCE A8 1 E B 60 1R 36 R R (20 % i
REKRF) - WBERXRAGRELNERRBEE IR INK
ERPENAREEN O REAXRITE LT ARKEE
EmEm o TERFERANTRESIEMN  KmATseE
HAREEHE BRI ERARIE

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

AEREBERVBERRANTFEE  AEBECHE
AR S FEHE T -

The Group has established different measures as below to prevent
and minimize the negative effect of extreme weather.

Physical Chronic Risk
EREHER

Exireme weather

Bin R R

Preventive and mitigation measures

A R R B I

Extremely hot weather =
BEEAR R,

Open windows to allow the air to circulate

TREF  REZRELE

- Water the ground
ERINE

- Keep a First-aid kit convenient
R

- Keep tea and cold water available 24 hours a day
2 RN LR RRK

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

- Outdoor and aerial work should be stopped
FIERIRBEEE

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

- Strengthen the product development

038 2 b 2
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RIR -#HERELRHE

A. ENVIRONMENTAL ASPECTS (CONTINUED) A. BEEM@E)
Aspect A4: Climate Change (Continued) EBHEAL : RIFE1 ()
Transitional Risk BEEE

AEEEBEANERER  INRFERNRE LR KX
HMAREEBEURERR - BERRBEERMBAR A
A ATRE MBS o

The Group has identified related matters such as the tightened
laws and regulations imposed by the government which can cause
fransitional risk. The potential consequences include a higher chance
of breach of relevant laws and regulations.

REBCDHEATAEER - A IEREEFHDBER
BRHBEHETE -

The Group has established different measures as below to prevent
and minimize the negative effects of transitional risk.

Transitional Risk
Preventative and mitigation measures

AR ERE

Climate-related risks description
FIRAHERELT

Legal risk
EERR

Exposure to litigation risk. We have to adapt the fightened law and
regulations imposed by the local government due to climate change, as
well as bear the risk of potential litigation once we fail to obligate the new
regulations.

HRFARRE - BZMAERGFENRAREZ T EmNRZERRER TR
HM AR ETHERR AR EEFDORR o

Market risk
%R R

More customers are concerned about climate-related risks and
opportunities, which may lead to changes in customer preference.
ELRFPBIERGRABNERNLES EREREPRENE L

80 ANNUAL REPORT

Monitor the updates of environmental laws and regulations in advance
RAEMRBEERER

Continue monitoring of the ESG reporting standards of the Hong Kong
Listing Rules

REEREBLTAUNRE HEREARERE

Fulfill the climate-related regulations by the government

B BT RIEIEER

Prioritize the climate change as a high concem in the market decisions
to show to the clients that the company is concerned about the
problem and challenges of climate change
BREGEATERETRERINELESEE AXPRTARHREEL
A BB BT
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B. SOCIAL ASPECTS
Aspect B1: Employment

The Group believes that environmental proftection starts from a
strong foundation of experience and knowledge built upon new
talents and a key to our success is our ability to recruit, retain,
motivate and develop talented and experienced staff members.
SANVOQO's in-house R&D team has formulated many patents for
our aerosol, adhesive, and waterproofing products. Since 2002,
we have been recruiting 50 to 100 college graduates each year.
We endeavour to attract and retain appropriate and suitable
personnel to serve our Group. Our group assesses the available
human resources on a continuous basis and will determine whether
additional personnel are required to cope with the business
development of our Group. The Group’'s employment handbook
sets out our standards for compensation and dismissal, recruitment
and promotion, working hours, rest periods, equal opportunity,
antidiscrimination, and other benefits and welfare.

The Group strictly abides by the laws and regulations of the PRC
regarding employment, including but not limited to the Labour Law
of the PRC* ((FFZE AR £MEILF))%)), the Labour Contfract Law of
the PRC* (P E AR KEMBE LB 4 FE)), the Social Insurance Law of
the PRC* ((FRZEAREMBE L @REIEL)), the Employment Promotion
Law of the PRC* ((HZE AR KEFIE R E X)) and other laws and
regulations.

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

£ &0
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B1: Employment (Continued)

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

During the Reporting Period, there were no material non-compliance
regarding compensation and dismissal, recruitment and promotion,
working hours, rest periods, equal opportunity, anti-discrimination,
and other benefits and welfare being brought against the Group or
its employees.
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R -#HSRERHE

B. SOCIAL ASPECTS (CONTINUED) B. HEEM@E(E)

Aspect B1: Employment (Continued) BB : E{E (&)

WTARZE-__FR-_FE-_—F+ZA=+—H&
MR FEMER - EEER  ERERRMEE S HE

Below is a detailed breakdown of our employees by gender, age
group, employee category, employment type and location as at 31
December 2022 and 2021:

S

2022 2021
—g-=
Number of % of Number of % of
staff Total staff Total
BEI¥E (HHHELH BI¥E (EZEINL
By gender ZAER
Male 2 739 59 652 60
Female i 513 41 426 40
Total A 1,252 100 1,078 100
By age group RERAR
30 or below 30 AT 414 33 388 36
31-40 3152 405% 415 33 361 34
41-50 AN FEESR 299 24 247 23
51 or above 51530 £ 124 10 82 7
Total A 1,252 100 1,078 100
By employee category RESESR
Normal —& 1,139 91 977 91
Middle F 93 7 78 7
Senior SE 20 2 23 2
Total A 1,252 100 1,078 100
By locations s
Hongkong - PRC HEEE 3 1 3 1
Mainland - PRC B 1,249 99 1,075 99
Total A 1,252 100 1,078 100
By employment type BREERER
Full-time 28 1,252 100 1,078 100
Part-time -3 - - - -
Total A 1,252 100 1,078 100
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B1: Employment (Continued)

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

RIR -#HERELRHE

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

AT ARHE M RAEERREIRER - Faean RibE
SoHEERAEEM :

Turnover rate by gender T AE (RIER])
Male S

Female z

Turnover rate by age group TAR(RERAR)
30 or below 305 A T
31-40 315 E405
41-50 A FE505%

51 or above 515300 £
Location i %

Hong Kong B

the PRC H

13% 40%
19% 44%
6% 57%
14% 39%
19% 30%
N% 19%
- 29%
15% 42%

Aspect B2: Health and Safety

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

(i) compiling health and safety management manuals;

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

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

(iv)] engaging qualified third-party Occupational Health supervision
companies fo examine, monitor and provide advices on
Occupational Health conditions; and

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

* For identification purpose only
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B2: Health and Safety (Continued)

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

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

We maintain different types of insurance policies for all of our
properties, manufacturing facilities, plant and machinery, equipment
and inventories against damage caused by accidents. To minimise
our product liability risk, we maintain product liability insurance and
have stringent quality control measures in place in order to avoid
or reduce the incidence of product defects. We are also required
under relevant PRC laws and regulations to pay social insurance and
housing provident fund for our employees. We provide group life,
employer liability, work safety and mandatory social insurances for
our employees in the PRC.

We maintain an internal record of our work injuries. In the latest three
reporting years including the current reporting period, there were
5 and 1 injury cases recorded in 2022 and 2020 respectively, and 1
staff deceased due to iliness in 2020. There were no material non-
compliance cases noted in relation to health and safety laws and
regulations during the Reporfing Period. The Group has established
an internal management team responsible for monitoring the
implementation of the aforementioned policy.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B2: Health and Safety (Continued)

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

RIR -#HERELRHE

B. #HEEME(HE
BEB2: RERZ2 (M)
AT RASERBE=AREFENTHBRETER

FRA

Number of Work-Related Fatalities: RITHAR:

- Rate of work-related fatalities - RITHAL=
Number of Work Injuries: IEAY:

- Lost days due to work injury - AIBEATIERR

214 = 21

Aspect B3: Development and Training

The Group recognizes the importance of providing training for the
development of our employees. To ensure the performance quality
of our employees and their health and safety at work place and
to familiarize our employees with our quality control systems, we
provide on-the-job training to our employees on work safety. We
arrange for our employees to undertake an annual occupational
health examination. If there is any employee having occupational
diseases, we will report to relevant authorities in the PRC and file
work injury insurance claim for employee concerned. We also
encourage our employees in attending external industry-related
trainings established in our employment handbook.

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

Each production base formulates an “Annual Training Plan”
according to their own business development needs every year
and submits it to the human resources department for review. The
human resources department coordinates the training resources of
each production base and prepares a group-level "*Annual Training
Plan” which should be approved by president. In addifion to our job
fraining, the Group organizes induction training for new employees
according to their job categories, including factory-level safety
fraining to provide occupational safety knowledge, occupational
health knowledge, company rules and regulations, etc.
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B. SOCIAL ASPECTS (CONTINUED) B. HEEM@E(E)
Aspect B3: Development and Training (Continued) [EEB3 : &R KRIEI (&)

In addition, a post-doctorate workstation is now in preparation for AN TR TIELERIEEEESMASEE -2 F
academic talent training. Over the years, the new talents we help Ko BRPIEMERMOIT A KD F L NS AW
develop can find better and efficient sustainable solutions to further B ER UE—FSBITRMAYRERAEBAEE -
our commitment to an eco-friendly process.

The Group upholds an open and responsible attitude, listens to K‘Eli%ﬁaﬁﬁﬁl&ﬁ“ﬁ’] e - B m L RERREEE
opinions with an open mind, and improves its work efficiency through BETHOF MR BIRS LIERE -
continuous discussion and introspection.

Below is a detailed breakdown of the employee training data by UTARBREHEZENREERFE DA ESE
gender and employee category during the Reporting Period: RBP4 -

Percentage of Trained Employee

Overall “e

By Gender R

Male B 53 61
Female Bq 47 39
Total st 100 100
By Employee Category ZES R

Normal — 92 80
Middle R 7 18
Senior E=SE 1 2
Total st 100 100

Hours per staff  Hours per staff

EERT BEET
L3 XA
2022 2021
Average Training Hours TN RE —g-C %
Overall aE
By Gender Z15
Male B 241 5.46
Female z 3.22 5.38
By Employee Category ZESHES
Normal —#% 2.83 4.82
Middle R 217 13.27
Senior =% 0.50 4.90
Note: The Group has reviewed the calculation of percentage of trained izt AEBDEHN _Z-—FXIEEFD L RFHEINEELN
employee and average fraining hours in 2021 and restated the relevant E - WAESEYABESE -

data accordingly.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B4: Labour Standards

The Group stfrictly complies with relevant labour laws and
regulations in the PRC, including but not limited to those listed in the
“"Employment” section of the Report, and the Law of the PRC on the
Protection of Minors* ({3 AR £ MERKF AREZE)) and other
laws and regulations. The Group prohibits the use of child labour
and forced labour that violate fundamental human rights and also
poses threat to sustainable social and economic development.
During the recruitment process, the Group would verify the actual
age of the applicants by checking their identity documentations
and otfher records to avoid hiring any child labour. To prevent
forced labour, we protect the right of our employees to freely
choose employment and ensure that all employment relationships
are voluntary. The Group and its employees may terminate the
employment contract for personal reasons or other reasons, and
need to give an appropriate notice period or payment in lieu of
notice. If any violation is discovered, it will handle it in a serious
manner, depending on the actual situation, it will be handled
in accordance with national and local laws and regulations.
Employment contracts and other records, documenting all relevant
details of the employees (including age) are properly maintained for
verification by relevant statutory body upon request.

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

Aspect B5: Supply Chain Management

The Group works closely with its suppliers who are committed to
high quality, environmental, health and safety standards. The major
types of materials used by us include packaging materials, additives,
pigments, fillers, color powder, metallic powder, resin, rubber and
solvents that were sourced from suppliers based in the PRC.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B5: Supply Chain Management (Continued)

To ensure consistency in quality, purchase orders are normally
placed with suppliers which are on our internal list of approved
suppliers. We have multiple sources for most of our raw materials
to reduce possible interruptions to our business operations and
overreliance on any individual supplier. This helps us fo maintain
stability of components and raw materials procurement. We usually
do not enter into any long-term agreements with our suppliers.
We have an extensive network of suppliers on our internal list of
approved suppliers which have a track record of delivering the
materials and components on schedule. In selecting a supplier, we
take info account a number of criteria, including: (i) its frack record
and reputation, (ii) quality of materials or components/parts (as
applicable), and (iii) their qualifications (such as the obtainment
of an Operating License for Dangerous Chemicals). In addition to
reviewing factors such as brand and product quality, suppliers’
environmental and social responsibility performance is one of our
primary considerations in establishing strategic relationships. In
considering building partnership, we will give priority fo companies
holding ISO 14001 environmental management system certification.
We are also committed to promoting the procurement and use of
more environmentally-friendly products and materials. In order fo
ensure our suppliers’ supply components and/or raw materials to
our Group at competitive prices, we have internal control measures
in place, including separate teams that handle the (i) procurement
of suppliers, and (ii) obtainment of quotations from suppliers,
respectively. Our suppliers provide their quotations to us by email
or facsimile. In addition, we strive to source our raw materials only
from suppliers which we believe are reputable as to ensure quality
standards and maintain our competitive edge. We request that our
suppliers enter into quality assurance agreements with us. We will
regularly check and review the performance of the existing suppliers,
conduct assessment and re-evaluate the qualified suppliers quarterly
to ensure orderly purchasing. For social responsibilities, we also
request that our suppliers enter into letters of Honesty and Integrity
commitment to ensure that suppliers shall strictly abide by relevant
laws and regulations and adhere to the principles of fairness, justice,
openness and honesty.

£ &0

2022 ¥R =imksik

R -#HSRERHE

B. #HEEM@(AE
EEBS : M EE (M)

RERBERE AEEAFTRAAMRAIHERLEL
MEEEELRBERE - RORSBORM A Z %R
TR DA 75 4 48 R T O A BE B e B R AR RE (T (AT B8
—HER - BEDRMAESTHREMBRERE -
FZfRE g RE R L EM KRR - ZMHRE
RAURERAE LNHERRGHREREAN  ZSHER
BREBINMHRTHEE - RANEEHER
SEBHZERE  BE (1HEEREE - ((IVHHE
/e RE (MER) - AR(NEER (PImEE
EREBREEHTE) BoELEMREZRRI
WS RE Mt & 5 R IF 2 3P 2& 3L BB B MR
MEIZEERAEZ EZEELBHBER  HMSEE
ZEFAISOI400IREERBRARBENAR LI
HAORERBREMERFROER LM H - BEREM
MEEEARERFHINEBERARNEEHRESTHR
SR BB ETARESEE - BREES B E (i) H
JE T8 BRI N (i) e 4 7 7R 228 X R (B 1 08 52 [ B o 3R APT RO
HERAETBFREERBLFIRE - bLHd - HAHH
BRERMRSEELZNHERRBEREMH - LERM
BRETRFRMANBRFESDS - RATEREREHER
MR mEREWZE - LIS ERRER R BEBHE
BRRIR - TG XEFEMIHAEBRMLERD
URRRBERFET EHSEEHE  HAITFERMH
ER R (HRERZARSE)  BREEBERKETE
BUERER  ETRF  RE - AF  RENERA -

ANNUAL REPORT 89




=intaik 2022 F 1§

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

B. SOCIAL ASPECTS (CONTINUED)
Aspect B5: Supply Chain Management (Continued)

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

Regarding subcontracting, we have subcontracted the manufacture
of amongst others, nail-less glue, special effects paint and antifreeze
to a total of three to four manufacturers based in Guangdong
Province, the PRC in past years in order to maintain flexibility
in our resources and production and to betfter serve or suit our
customers’ needs. When selecting subcontractors, we will evaluate
their performance in using environment-friendly products and
services by using Preliminary Evaluation Form and Comprehensive
Onsite Evaluation Form, and give priority to those subcontractors
with good performance as approved subcontractors. In the
annual subcontractors’ assessment, performance in terms of using
environment-friendly products and services will be included and
reviewed.

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

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

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

During the Reporting Period, we had over 80 (2021: over 90) suppliers
and subcontractors on our approved list, which all of them are from
the PRC. All suppliers and subcontractors are subject to the above
aforementioned practices regarding suppliers’ and subconfractors’
engagement. The Group has established an internal management
team responsible for monitoring the implementation of the
aforementioned policy.

Aspect Bé: Product Responsibility

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

In addition, we believe that our good research and development
strength and excellent track record are important factors affecting
customers’ choice of products. We have obtained the Laboratory
Accreditation Certificates issued by China National Accreditation
Service for Conformity Assessment (CNAS) and have been approved
to be high and new technology enterprises (“HNTE") by fthe
Guangdong Science and Technology Department (ER & B 2%
i) , Guangdong provincial finance department (&% 4 B B )
and the Guangdong Provincial Tax Service, State Administration
of Taxation(AXRMELR/EREH /). We believe that this is the
recognition of the company’s strong fechnological innovation ability
and high-end technology development ability, which proves that
the company’s technical level has at least reached the domestic or
international advanced level. We consider such recognifions as one
of the key factors leading to our success.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect Bé: Product Responsibility (Continued)
Quality Control

We strive to provide high quality products to our customers and
place great emphasis on quality control, which is equally important
during our procurement and manufacture processes. Accordingly,
we have adopted a quality control system and we believe that as
a result of our stringent in-house quality control procedures, (i) we
did not receive any material complaints or claims in relation to our
products that would materially and adversely affect our financial
position in recent years, and (ii) the fotal value of products returned
by our customers due to product defects can said to be immaterial
of our total revenue.

In recognition of our quality management system, we are certified as
being in compliance with the requirements of ISO 9001: 2015 in 2021
and it remains valid until August 2024. Our quality control system is
divided into the following main stages:

Raw materials procurement: All raw materials used in our production
processes are subject to inspection upon receipt at our current
production sites, before being warehoused. We conduct sample
inspections and tests on each baftch of our raw materials when they

are delivered to our manufacturing facilities, to ensure that they are
in accordance with our standards. We document all quality control
checks on all raw materials and conduct regular reviews on our
suppliers to assess their own quality controls. We also request that our
suppliers entfer into quality assurance agreements with us and raw
materials that fail to meet our standards are returned to our suppliers
for corrective measures or for replacement at the supplier’'s own
cost.

Production process monitoring: Our quality control personnel monitor

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

Finished products quality control: At the end of the production

process, we inspect our products on a sampling basis to verify that
they meet our quality standards and specifications before delivery to
our customers. In addition, we ensure that our finished products are
properly stored in our warehouses prior to delivery to our customers.

Ongoing quality improvement: Depending on the extent of any

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

During the Reporting Period, there are no disputes between our
Group and our customers in respect of the quality of products
produced by us and the Group is not aware of any material non-
compliance against laws and regulations related to products
responsibilities, including but not limited to the Product Quality
Law of the PRC* ((fhZE AR KEMEIZERE £/%)) and the Law on the
Protection of Rights and Interests of Consumers of the PRC* ({# % A
RANMBEBERRRELR)).

Customers and distributors’ feedback

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

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

Intellectual Property Protection and Data Protection and Privacy

The Group strictly abides by national and local laws and regulations,
including but not limited to the Patent Law of the PRC* ({(FFFHE AR
HAMBEHEFE)), the Copyright Law of the PRC* ({(fhiE A R HFEZ
{ERESR)Y), the Trademark Law of the PRC* ({3 A R MBI HIEZ %))
and other laws and regulations. In order to protect the information
of customers and the Group (including information related to
intellectual property rights), we have formulated guidelines to ensure
that office equipment such as computers are properly kept. All the
documents and electronic materials of the Group, including training
materials, are not allowed to circulate outside without authorization.
All business information, financial information, personnel information,
contract documents, customer information, research and statistical
information, technical documents, marketing plans, management
documents, meeting content, that have not been publicly
disclosed are all considered corporate secrets. Our employees are
responsible for their confidentiality. All rights and interests obtained
by employees who are on duty, such as commercial and technical
information, inventions and research results, belong to the Group,
and no one is allowed to copy, imitate, transfer, extract, or distribute
without written authorization. The Group is committed to protecting
customers’ data and privacy. Unless the customer’s consent is
obtained, the collected customer information will not be used
for promotional purposes. The Group has established an internal
management team responsible for monitoring the implementation of
the aforementioned policy.

During the year ended 31 December 2022, to the best of our
directors’ knowledge, there was no material non-compliance or
violation in intellectual property, advertising, labelling, and privacy.

LY

*  For identification purpose only
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B7: Anti-Corruption

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

During the Reporting Period, to the best knowledge of the directors,
there was no material non-compliance or violations regarding
anti-corruption exercises and no concluded legal case regarding
corruption practices brought against the Group or its employees.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B8: Community Investment

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

As a socially responsible company, the Group is committed fo
understanding the needs of the communities in which we operate.
The Group strives to develop long-term relationship with our
stakeholders and seek to make contributions fo programmes that
have a positive impact on community development. The Group has
all along concerned about the poverty and elderly care issue in
local community as well as the impoverished areas.

During the Reporting Period, the Group donated approximately
RMB83,000 (2021: 199,000) to local community and charitable
organization.

Participation in Community-based Nucleic Acid Test Event

During 2022, in face of the repeated resurgence of COVID-19, the
Group responded to the call of the local community* (R 4& &1L
JIE {2 & 75 58 $E A 4t [ ) and rapidly organised volunteers from the Group
to support the epidemic prevention and control work. The volunteers
of Group posted notices, provided assistance, guided the local
residents patiently and help the whole testing site complete large-
scale nucleic acid testing.

96  ANNUAL REPORT

RIR -#HERELRHE

B. #HEEME(HE
BEBS : HERE

MFER ARNEEHEETERTHRES - REHPE
TCELERIMENRERE  MIFFIRNEMBIBEE
BRBRO® -FA-—RELEABRENDEE  AKE
BMAORMRELER -

AEBEBERAELSEME MO THREMEEMELR
MBER - AEERNEFNERZIRABE AB IR
EHHRERELEBFZENABFELER  AKE—
HEIEMHREERMRNERREEEIERE -

RFERE  AEERERLERESHEBROAR
#83,0007C (—F = —4 : 199,0007T) °

SEMEXBRBAES

R-ZZT-—4F HEHCOVID-19RIERE  AEEHERE
EBREGLMIEZEAEENTEMNSE A @ A RABE
SEEMEZREBIIELE - ASBEERERLBA -
REED - MOBEEHER - HEHEBERAIRST
RNIREZEE A



ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

B. SOCIAL ASPECTS (CONTINUED)

Blood Donation Event

At the same time during 2022, with the increase in the number
of COVID-19 infection cases, the supply of donated blood faced
shortage in local areas. In response to the government’s promotion
for blood donation, the Group encouraged employees to actively
donate blood. During the reporting period, the Group participated
in 2 blood donation events organized by the local community*
(BERE®BLUmIEZ A EENLE), and earnestly fulfilled its social
responsibilities and missions’ aims to create value for all stakeholders,
including civil society and the planet.

REFERENCES TO THE ESG REPORTING GUIDE
Subject areas, aspects, general disclosures and KPls
THEEE EE -REERBEERESR

A. Environmental
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Chapter/Disclosure Page
B/ BB A&

A B
Aspect Al: Emissions
BEA: FRBY
General Disclosure Information on: Emissions 65-73
(a)  the policies; and
(b)  compliance with relevant laws and regulations that have a significant impact on
the issuer,
relating to air and greenhouse gas emissions, discharges info water and land, and
generation of hazardous and non-hazardous waste.
—REE BRERRAERBHN  MARLHNEST BERESERNNELSN 736
(a) BE: R
(o) BIFHBETAGEAZENHBZERATINER -
KPI A1.1 The types of emissions and respective emissions data. Emissions 71
BRENERA BRI o 7387
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED) BE He2REARBEESINERM (E)

Subject areas, aspects, general disclosures and KPIs

Chapter/Disclosure

TEREE EBE -REERBEERER Ef/BE

KPI A1.2 Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas emissions (in fonnes) and,  Emissions 72
where appropriate, intensity (e.g. per unit of production volume, per facility).

BRENIEEAL2 B (BE) R RHEZ (BE2) RAEREHNE CBEE) R(WER)XE (WASEEBM - KD
GERIEHE) -

KPI A1.3 Total hazardous waste produced and, where appropriate, intensity. Emissions 73

HRENESAL3 MEABERENLEER (WER)RE - {7316

KPI A1.4 Total non-hazardous waste produced and, where appropriate, intensity. Emissions 73

HRENEEAL4 MEAREEENEER (NER)BE - 738

KPI A1.5 Description of emission target(s) set and steps tfaken to achieve them. Emission 70

HRENERALS BRI E R R RAZELEEMRRNSR - 7316

KPI A1.6 Description of how hazardous and non-hazardous wastes are handled, and a description  Emissions 68, 70
of reduction target(s) set and steps taken to achieve them.

HRENIERALS HARBEERESEENNTZE BT ZORERRRAEIELERMRBMNIR . HEY

Aspect A2: Use of Resources

EBHEA2: EREA

General Disclosure Policies on the efficient use of resources, including energy, water and other raw materials.  Use of Resources 73-76
Nofe: Resources may be used in production, in storage, fransportation, in buildings,
electronic equipment, etc.

—RERE BREABR(BRERR  KREMERME)8HE - BRER
i BRAAREE  #F B8 BF BTRES-

KPI A2.1 Direct and/or indirect energy consumption by type in total and intensity Use of Resources 76

BRENIEEA21 RENEADNERER /SR EEREEERRAE - BRER

KPI A2.2 Water consumption in total and intensity. Use of Resources 76

BRENEZA2.2 BREKEREE - BIRGERA

KPI A2.3 Description of energy use efficiency target(s) set and steps taken to achieve them. Use of Resources 73-75

BRENIEEA23 HAPTR] M A0 8L IR 1R A A B AR RIS £ B IR PTERER B0 75K - BRERA

KPI A2.4 Description of whether there is any issue in sourcing water that is fit for purpose, water Use of Resources 74-75
efficiency target(s) set and steps taken fo achieve them.

BRENEEA24 HMKEERAOR EAAEMEE - ARATUNAKNEE ERARIELARMRRNLR . BRER

KPI A2.5 Total packaging material used for finished products and, if applicable, with reference fo  Use of Resources 76
per unit produced.

BRENERALS AXMAARENHNEER (NER) FEEBMEE - BRfEA
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED) HEREARBERESIMNERL (F)

Subject areas, aspects, general disclosures and KPIs Chapter/Disclosure

THER EE -REBRBARARER B/ HE

Aspect A3: The Environment and Natural Resources
EHA3 : BERARER

General Disclosure Policies on minimizing the issuer's significant impact on the environment and natural Emissions and Use of 77
resources. Resources

—-RERE BWEETAHRERRABREXEAY EHOIE - ERDRERER

KPI A3.1 Description of the significant impacts of activities on the environment and natural Emissions, Use of 65-77
resources and the actions taken to manage them. Resources and The

Environment and

Natural Resources
BRERIREAS BAEBEHHRERARERNEAYERERNERBEHRTENTE - BB EREAAR

RERARER

Aspect A4: Climate Change
EBHAL: RiREL

General Disclosure Policies on identification and mitigation of significant climate-related issues which have Climate Change 77-80
impacted, and those which may impact, the issuer.

—REE BAREHECRAIREHETAEEY ENEARFEBEENEE ¢ AEEL

KPI A4.1 Description of the significant climate-related issues which have impacted, and those Climate Change 77-80
which may impact, the issuer, and the actions taken fo manage them.

BRENERA HAEERAREHETAEEYENEARGEBZE  WREHTE - AR

B. Social

BALE

Employment and Labour Practices

ERERFIES

Aspect B1: Employment

BEB1 : &R

General Disclosure Information on: Employment 81-82

(a)  the policies; and
(b)  compliance with relevant laws and regulations that have a significant impact on
the issuer,

relating to compensation and dismissal, recruitment and promotion, working hours, rest

periods, equal opportunity, diversity, anfi-discrimination and other benefits and welfare.
—REE BRGMEERE REREH IESE BRE FERE Zal  REGUREGSERENN: ER

(a) BE: R

(o) BFEETAGEAZENHBZERATINER -
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED) BE He2REARBEESINERM (E)

Subject areas, aspects, general disclosures and KPIs

Chapter/Disclosure

TEREE EBE -REERBEERER EH/HE
KPI B1.1 Total workforce by gender, employment type (for example, full- or part-time), age group  Employment 83
and geographical region
BRENIEEB BIER - EEER (W2BARE)  FRAFNMRASNEELY - 3
KPI B1.2 Employee turnover rate by gender, age group and geographical region. Employment 84
BEENIESB2 RIER - FRAG REEHHESRALE - =
Aspect B2: Health and Safety
EHB2: BEHEZR2
General Disclosure Information on: Health and Safety 84-85
(a)  the policies; and
(b)  compliance with relevant laws and regulations that have a significant impact on
the issuer,
relating to providing a safe working environment and protecting employees from
occupational hazards.
—-REE ERREZ2TERERREESHEBELAEN EREZ2
(a) BXR: R
(o) BIFEBETABEAYENRBERRAM
KPI B2.1 Number and rate of work-related fatalities occurred in each of the past three years Health and Safety 86
including the reporting year.
B ENIEEB2.1 BEZF (BRERFR)BFRITHMARRILE EREZ2
KPI B2.2 Lost days due fo work injury. Health and Safety 86
BRENEEB22 RIGEXIEBE: EREZE
KPI B2.3 Description of occupational health and safety measures adopted, and how they are Health and Safety 85
implemented and monitored.
BRENESEB23 HAMRANBEERET 2 HEH  URARNTRERS A - EREEZ2
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED) RIE - HERERBREESINIER (&)

Subject areas, aspects, general disclosures and KPIs Chapter/Disclosure Page

TRER EE -REEREREANER EH/HE Bis
Aspect B3: Development and Training
EEB3 : #E R

General Disclosure Policies on improving employees’ knowledge and skills for discharging duties at work. Development and 86-87
Description of fraining acfivities. Training
—REE EHURAEERTITERENARRRENER - HRIFIES o TR R
KPI B3.1 The percentage of employees frained by gender and employee category (e.g. senior Development and 87
management, middle management). Training
BRENERL3I RUEFNREERAN(NERERE HRAEEE)EINZIEEESLL - TR R
KPI B3.2 The average training hours completed per employee by gender and employee category. Development and 87
Training
HRENEZL3.2 RURIRESHERIE D  BEEETRIINOTIREE - TR REH

Aspect B4: Labour Standards
FETEB4 : BT
General Disclosure Information on: Labour Standards 88
(a)  the policies; and
(b)  compliance with relevant laws and regulations that have a significant impact on
the issuer,
relating to preventing child and forced labour.
—-RERE HRMILEEISRGSTIH : B TER
(a) BE: R
(o) BIEHETAFEATENRBZERRGINEH

KPI B4.1 Description of measures o review employment practices to avoid child and forced Labour Standards 88
labour.

MR ENIEFRA HARFTARENEEAEEEIREHSET - BTER

KPI B4.2 Description of steps taken fo eliminate such practices when discovered. Labour Standards 88

HRENEZRA2 HAERRERFERREREBERARRNSR - ST A
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED)

Subject areas, aspects, general disclosures and KPIs

RiR - #HERERRK

Chapter/Disclosure

=
[=]

By HEREABEESINERL(E)

THER EE -REBRBARARER

Operating Practices
EEEp

Aspect B5: Supply Chain Management

[ETHBS : HEEERE
General Disclosure

—REE
KPI B5.1
BRANERLS
KPI B5.2
BRENERBS2
KP1 B5.3
BRENERBS3
KPI B5.4
BRENERBS4

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

EREMEENRE R ERBREE -

Number of suppliers by geographical region.

BiREANMEEEHRE -

Description of practices relating fo engaging suppliers, number of suppliers where the
practices are being implemented, and how they are implemented and monitored.
HRAREREEENES  RERTERENNRERSE  ARBBRTRERE -

Description of practices used fo idenfify environmental and social risks along the supply
chain, and how they are implemented and monitored.
MR BB EESERENRE Rt e RBRNED - URAFNTRERS A

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

Aspect Bé: Product Responsibility

BEBs : EmERE
General Disclosure

—RIKE

KPI Bé.1

BRENERBS
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Information on:

(a)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on
the issuer,

relating to health and safety, advertising, labeling and privacy matters relating to

products and services provided and methods of redress.

EHMRAERNRBORRELZS  BE BERLESEARBUA AN -

(a) BXR: R

(o) EFHETABEAYENHEBEERAPNER -

Percentage of total products sold or shipped subject to recalls for safety and health

reasons.
EEICERERBB TR 2 ERFEMMADKNAD L -

® 2

/BB

Supply Chain
Management
HERER

Supply Chain
Management
HEmER

Supply Chain
Management
i g
Supply Chain
Management
HEEER
Supply Chain

Management
HERE R

Product Responsibility

Product Responsibility

EmAE

88-91
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89-90

89-90

89-90

91-94
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED) RIE - HERERBREESINIER (&)

Subject areas, aspects, general disclosures and KPIs

Chapter/Disclosure
EH/HE

THER EE -REBRBARARER

KPI B6.2 Number of products and service related complaints received and how they are dealt Product Responsibility — 92-93
with.
BRENIEEB.2 BEBREMRRBORFHEAREL T - EmEE
KPI B6.3 Description of pracfices relating to observing and protecting intellectual property rights. Product Responsibility 94
HRENIEEB6.3 il R RRE NS ERETANED - EmEE
KPI B6.4 Description of quality assurance process and recall procedures. Product Responsibility — 92-93
BRENIEER4 HIZEBRERERERBRRES - EmEE
KPI Bé.5 Description of consumer data protection and privacy policies, and how they are Product Responsibility 94
implemented and monitored.
HRENIEEBLS HEBEEENRERILBHR  AREBRITREERE EmEE
Aspect B7: Anti-corruption
[BEB7 : RES
General Disclosure Information on: Anti- Corruption 95
(a)  the policies; and
(b)  compliance with relevant laws and regulations that have a significant impact on
the issuer,
relating to bribery, extortion, fraud and money laundering.
—-REE BBMILES 9% HFREREN : RER
(a) BR: R
(o) BFUBTABERTENBBEERAONER -
KPI B7.1 Number of concluded legal cases regarding corrupt practices brought against the issuer  Anti- Corruption 95
or its employees during the reporting period and the outcomes of the cases.
BRENIEEB. RERBAHBTAFZEEEREVEELENETHARGNEE RFALR - RER
KPI B7.2 Description of preventive measures and whistle-blowing procedures, and how they are Anti- Corruption 95
implemented and monitored.
BRENIEEB7.2 A EEERRRER - ARBEBRTRERGE RER
KPI B7.3 Description of anti-corruption fraining provided fo direcfors and staff. Anti- Corruption 95
BRENIEEB7.3 HARNEEREIRENRAFE - RES
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED) BE He2REARBEESINERM (E)

Subject areas, aspects, general disclosures and KPIs Chapter/Disclosure
TEER BE -REERBRENEE E5/HE
Community

HE

Aspect B8: Community Investment

[EEB8 : HERE

General Disclosure Policies on community engagement to understand the needs of the communities where  Community Investment  96-97
the issuer operates and fo ensure its activities take info consideration the communities’

interests
—RRE EHNHE2ERTREEMELRTENRRALHEDEZRHEBNENTIR HERE
KPI B8.1 Focus areas of contribution (e.g. education, environmental concerns, labour needs, Community Investment 96
health, culture, sport).
B ENIE=ERS. ETEREE (PHE REFE 4IF% BE b 85) - tERERE
KPI B8.2 Resources contfributed (e.g. money or time) to the focus area. Community Investment 96
BRENEEBS.2 EEIBEMIRER(NEEXER) - HtEKE
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INDEPENDENT AUDITOR’S
REPORT

K| MOORE

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

OPINION

We have audited the consolidated financial statements of SANVO
Fine Chemicals Group Limited (the “"Company”) and its subsidiaries
(tfogether, the "Group”) set out on pages 113 to 192, which comprise
the consolidated statement of financial position as at 31 December
2022, and the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a frue and
fair view of the consolidated financial position of the Group as at 31
December 2022, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards (“IFRSs”) issued
by the International Accounting Standards Board (“IASB”) and
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

KEY AUDIT MATTERS

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

Revenue Recognition

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

Key audit matter
BRENEE

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

BEEENUETIEBRRSRM R AEEECTERZHERA -

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

S R RS AT SRR
xﬁ%m%ﬁ&%ﬁ%v
R -

RIBIERBANGSR  EEY
EMHEHIREACERRRERRER Kb

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

HREERE N EEEXERANEEZREZ - MEFEEEER T ES
FEBRImEHEMRMAKERAFHENEGRRE - Bt RMAGREESR
LHEERRNRRERSBEREFER -
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How the matter was addressed in our audit
KN ET NN EEERENSE

Our audit procedures to address the recognition of

revenue from framework arrangements included the

following:

BMFEERRHTREZERRTNETEFE

inspected framework agreements signed
in the current year, on a sample basis, and
considered whether the framework agreements
contained terms allowing the distributors and
customers to make any sales returns;

MEREF NS BOERGE 1L RER G 2
TEE A ST R R (T3 R AR

for sales transactions during the reporting
period, compared, on a sample basis, details
in the sales invoices fo the relevant goods
delivery notes, which were signed by the
distributors and customers, to assess if the
related revenue had been recognised in the
appropriate financial period on the basis of
the terms of sales as set out in the framework
agreements;

RBEMANBEERSME  BHEEZHNFA
EREKHBREPZENHBENREEETH
B E - AT EEERARTERBIERB AT R
ERNHERIEEENMBERRAER
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INDEPENDENT AUDITOR’S BY AR E (&)
REPORT (CONTINUED)

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

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

. REREHARBREBROMEERNBEERE (RD
) UWFGERECEEHENY RABRNYHEEREE
1T ETIEE

. obtained external confirmations of the

outstanding trade receivable balances as af
the reporting date directly from distributors
and customers, on a sample basis. Where
the distributors and customers did not return
the requested confirmations, inspected the
sales invoices and related goods delivery
notes signed by the distributors and customers
indicating fthe distributors’ and customers’
acknowledgement of delivery of the goods
sold for the year ended 31 December 2022;
and

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

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

. R EEMERAMERE SR ERARFE (1
B) AEEBRAMBERNZERENREA  Li5HE
EEE B SR R R -
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INDEPENDENT AUDITOR’S
REPORT (CONTINUED)

KEY AUDIT MATTERS (CONTINUED)

Impairment Assessment of Trade and Other Receivables

Refer to Notes 4.3(d), 17 and 32(b) to the consolidated financial
statements.

Key audit matter
BEEEE

As at 31 December 2022, the Group had trade receivables (net
of expected credit loss) and other receivables amounting fo
approximately RMB47,710,000 and RMB28,529,000, respectively. The
Group had recognised reversal of provision for expected credit loss
("ECL") on trade receivables of approximately RMB837,000 during
the year ended 31 December 2022.

RZEBEZ—F+-A=+—0B EXENESRKZANKRAHREEER)
K E A E WRRIE 9 Bl 89 B A R #47,710,0007T &2 A R #28, 529,00073*’%??:
“E-FFT A=t RULEE ERECHEIARLEZIRENEHREER
EE((RBMEEER)) BE NEELN A ARS37,0007T

The ECL assessment on trade and other receivables is considered
to be a matter of most significance as it requires the application
of significant judgement and use of subjective assumptions by
management. The management of the Company believed that the
methodologies and inputfs used in estimating ECL are appropriate
and best reflects the Group's exposure to credit risk. These models
and assumptions relate to the future macroeconomic conditions and
debtors’ creditworthiness. The ECL assessment requires significant
management’s judgements. Accordingly, we have identified
management's ECL assessment as a key audit matter.

EEEAf’f%&,H\MEELI&%XIEE’UJ”EEIHEEJ%?@EHEET\EIE1‘Eﬂjiﬁ¥lﬂzﬁfﬁiﬁ
ERETBRR ﬁtD%EﬁE%E@%Iﬁoﬁﬂ EEERR - B EY

FEEBEENTERGAEHESE YTEARERREKENEERR - 25K
Eﬁ&f?ﬁ&ﬁiﬁﬂﬁﬂ’ﬂi&ﬁ?&%‘ﬁkﬁ&,j%}\ﬂ’ﬂ Z2EM - FEHEEBEFES

EREELERAL - At HMEERENEREEBETERERME
BEEATEEA -
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How the matter was addressed in our audit
RN ET A EEERENSE

Our key procedures to address the impairment
assessment of frade and other receivables included
the following:

HPREE S MEMERIE O REFEONEREFSHE

discussed with the management of the
Company the reasonableness and relevance
of the methodologies, inputs and assumptions
adopted in performing the ECL assessment;

HERNAERENWmETRMEERENGEMER
E’J?ﬂf BMABHREBRHOEE M LAY

obtained an ageing analysis of the trade
receivables from the management of the
Group and tested the accuracy of ageing of
trade receivables af year end to the underlying
invoices on a sample basis;

REEEEREENE ZWWFENRESN I
MR HFRRE YRR RRE MR

challenged the management’s assessment
of the recoverability of long outstanding and
overdue trade and other receivables, if any;

EREEEHRAREENAYE S N HE Mt RIK
T8 #Y R U [B] 1 R A

checked, on a sample basis, inputs used by the
management in the ECL assessment against
the source data (e.g. observable external
data); and

MEREEREEARBEEBRAGTERNEA
ERR S ERE R (P a0 7] BRE &0 5 50 BUg) R
& &

assessed the adequacy of the ECL recorded
by reviewing subsequent settlements after the
year end and related correspondence, if any,
with customers about expected settlement
daftes.

BABEFRZENRELEAREE S GHTES
HEAHWBERAGER (WE)  FEEREEERL
SRR FERIM



INDEPENDENT AUDITOR’S
REPORT (CONTINUED)

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

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

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The audit committee of the Company assists the directors of the
Company in discharging their responsibilities for overseeing the
Group's financial reporting process.

£ &0
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INDEPENDENT AUDITOR’S
REPORT (CONTINUED)

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

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

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

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

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

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors of the Company.
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INDEPENDENT AUDITOR’S
REPORT (CONTINUED)

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

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

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

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

We communicate with the audit committee of the Company

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

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

relationships and other matters that may reasonably be thought to

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

eliminate threats or safeguards applied.
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INDEPENDENT AUDITOR’S BY AR E (&)
REPORT (CONTINUED)

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

From the matters communicated with the audit committee of MEENTETZESBANSZET  HPETHLLSE
the Company, we determine those matters that were of most BUHAHGEVBRRNETRAETE - AMBEKER
significance in the audit of the consolidated financial statements EEEE - M AEZEMRS P IHNELEEE  RIEE
of the current period and are therefore the key audit matters. We BEHRIAATABEREELETE  ERGHERNEBER
describe these matters in our auditor’s report unless law or regulation T B AEEMAERMRETERAESEEKRNER
precludes public disclosure about the matter or when, in extremely BRBBEENRAZFZGE  MIRMATTEERERE
rare circumstances, we determine that a matter should not be M EIE o

communicated in our report because the adverse consequences

of doing so would reasonably be expected to outweigh the public

interest benefits of such communication.

Moore Stephens CPA Limited REEREGHMEEMERAT
Certified Public Accountants HESI AN

Li Wing Yin THE

Practising Certificate Number: P05035 WMEEE IR  PO5035

Hong Kong, 28 March 2023 BB —T-ZF#=ZA=-+/)/\H
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

For the year ended 31 December 2022

2022 F£ 3

e EEWE R

Br —F-_—Ff-_A=+—HIFEF

=imksik

Notes RMB’000 RMB'000
i ARETT ARE T

Revenue 163 7 947,850 983,107
Cost of sales HEKA (686,861) (721,184)
Gross profit EY 260,989 261,923
Other income and gains H it A R Yz 7 6,079 3,979
Selling and distribution expenses HEREHAS (131,810) (129,407)
Administrative expenses TBEX (119,035) (111,762)
Reversal of/(provision for) impairment losses on trade BHRYFEREERRR /(%) 8

receivables, net 32(b) 837 (2,755)
Finance costs REMA 8 (7,993) (6,170)
Profit before income tax BRETBHANER 9 9,067 15,808
Income tax expense PR AX 11 (4,575) (1,793)
Profit for the year attributable to the owners of the Company ARREEABEERNRT 4,492 14,015
Other comprehensive income/(loss), net of tax Ht2EkE (FB)  IRHBER
ltem that will not be reclassified subsequently to profit or loss: HETregn s BEBa2EE ¢
Exchange differences arising on translation REEEVERER 5,679 (2,431)
ltem that may be reclassified subsequently to profit or loss: HegesirBEEs2EE
Exchange differences arising on translation for overseas BINNBARREEA  ERER

subsidiaries (10,032) 4,965
Other comprehensive (loss)/income for the year FREMZE(GE) /NS (4,353) 2,534
Total comprehensive income for the year atiributable to the APRREEABRGFAZANEAR

owners of the Company 139 16,549
Earnings per share attributable to the owners of the Company RARAEEAELEERER

Basic and diluted (RMB cents) ERR#EE (ARED) 13 1.1 3.3
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

e BRI &

At 31 December 2022

RZFEZZF+=ZA=+—H

Notes RMB’000 RMB'000
L3 ARKEFT ARE T
ASSETS AND LIABILITIES EERER
Non-current assets ERBEE
Property, plant and equipment M - BEREE 14 297,596 262,032
Right-of-use assets TRERE 15 168,525 172,586
Prepayments for acquisition of property, plant and equipment WENE BERRECEMNZRIE 17 8,271 8,535
Deferred tax assets EERBEEE 25 502 551
474,894 443,704
Current assets REBEE
Inventories FE 18 88,698 97,362
Trade and bills receivables, other receivables and prepayments & 5 k21 U F I8 - H i fe Y 5008 & T8 14 508 17 103,921 97,354
Pledged bank deposits EEBBRITER 19 31,349 61,616
Cash and cash equivalents RekREEED 19 90,500 17,927
314,468 274,259
Current liabilities REBaE
Trade and bills payables, accruals, contract liabilities BORZBREMNFTE BHER ANHAER
and other payables H At e 5UIR 20 312,487 274,188
Lease liabilities HEEE 21 7,369 7.127
Interest-bearing bank borrowings FERITER 22 141,372 75876
Other borrowings H o &K 23 3,583 12,750
Tax payables R FE 3,204 5,286
468,015 375,227
Net current liabilities RBEEFE (153,547) (100,968)
Total assets less current liabilities EEAERRBAR 321,347 342,736
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CONSOLIDATED STATEMENT OF

FINANCIAL POSITION (CONTINUED)

At 31 December 2022

2022 ¥R =imksik

e BRI K (E)

RZFEZZF+=-A=+—H

Notes RMB’000 RMB'000
Mo AREFT ANRETFT
Non-current liabilities FREBEE
Lease liabilities HEARE 21 10,432 17,571
Interest-bearing bank borrowings T ERITER 22 81,117 73,396
Other borrowings HifE 23 - 11,000
Deferred income i1 N 24 5,494 5,532
Deferred tax liabilities BEERBEEE 25 2,656 2,773
99,699 110,272
Net assets EEFE 221,648 232,464
CAPITAL AND RESERVES BEARRRE
Share capital WA 26 3,792 3,792
Reserves ] 27 217,856 228,672
Total equity BLAE 221,648 232,464
The consolidated financial statements of the Group were approved RZEZ_=F=AZ_t N\BHEARRESTSHELE
and authorised for issue by the Board of Directors of the Company TG EBEBRREBAUATATRESZE

on 28 March 2023 and are signed on its behalf by:

Mr. Chen Bingqiang
FR A58 S &
Director
FE

Mr. Chen Bingyao
FoR 477 8 5%
Director
=2
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the year ended 31 December 2022

mERBEEBR

BEr—F-——F+-A=+—HIFEF

Share Share Capital Translation Other Retained
capital premium’ reserve’ reserve’ reserves’ earnings’
R& RuE BrGE BN Efbgits’ REERN'
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEETFT AEETFT AEETFT AEEFT AEEFT AEEFT AEEFT
(Note 26) (Note 27) (Note 27) (Note 27) (Note 27)
(isk2e) (Hska7) (Fska7) (Fska7) (F3xa7)
Balance at 1 January 2021 RIE=-E-A-BzE&H 3,792 86,726 33,184 (1.773) 29,664 75,116 226,709
Profit for the year FERET - - - - - 14,015 14,015
Other comprehensive loss: At 2EER:
Exchange differences arising on MEEEZERER
franslation - - - 2,534 - - 2,534
Total comprehensive income for ERZEREEE
the year - - - 2,534 - 14,015 16,549
Appropriation to safety reserve EREZ2GE (W)
(Note 27) - - - - 11,188 (11,188) -
Utisattion of safety reserve HRER2GME (M:27)
(Note 27) - - - - (3912) 3912 -
Appropriation to statutory surplus BETEERARRE (F3127)
reserve (Note 27) — — — — 1,131 (1.131) —
2020 final dividends (Note 12) ZERERERS (H312) — (10,794) — — — — (10,794)
Balance at 31 December 2021 R-B--F+-f=1-HK
and 1 January 2022 “ECE-A-HeER 3,792 75,932 33,184 761 38,071 80,724 232,464
Profit for the year ERET - - - - - 4,492 4,492
Other comprehensive income: TG
Exchange differences arising on BEEEVEAEE
translation - - - (4,353) - - (4,353)
Total comprehensive income for ERZENGELE
the year - - - (4,353) - 4,492 139
Appropriation to safety reserve BREZRHE(WE27)
(Note 27) - - - - 12,165 (12,165) -
Utisattion of safety reserve BER2HE (M)
(Note 27) - - - - (2,69) 2,895 -
Appropriation to statutory surplus ERTAERAEE(WF20)
reserve (Note 27)* - - - - - - -
2021 findl dividends [Note 12) “E--ERORE (M) - (10,955) - - - - (10,955)
Balance at 31 December 2022 RZF-—E+-R=T-HER 3,792 64,977 33,184 (3,592) 47,341 75,944 221,648

These reserve accounts comprise the consolidated reserve of

approximately RMB217,856,000 (2021: RMB228,672,000) in the
consolidated statement of financial position.

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

CASH FLOWS

For the year ended 31 December 2022

2022 F£ 3

ARERERER
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Notes RMB’000 RMB'000
i ARETT ARE T
Cash flows from operating activities RETH HERE
Profit before income tax BR B A5 B0 A0 & 7 9,067 15,808
Adjustments for: AT R IBHE:

Amortisation of deferred income BB (38) (38)

Bank interest income AT BHA 7 (1,273) (1,023)

Depreciation of property, plant and equipment ME BERRETE 9 9,729 10,771

Depreciation of right-of-use assets FREEERE 9 4,416 4,172

Loss on disposal of property, plant and equipment HENE BERIBEZER 9 38 211

(Reversal of)/provision for impairment losses Z2HREWERESSE (BR) HE

on trade receivables 9 (837) 2,755

Interest expense FERE 8 7,993 6,170
Operating profit before working capital changes EELESHBA 2 LEEA 29,095 38,826
Decrease/(increase) in inventories BERL,/ (Em) 8,664 (34,355)
(Increase)/decrease in trade and bills receivables, BHREBREWGIE - HthERFEK

other receivables and prepayments BAFEGEM) R (5,730) 18,106
Increase in trade and bills payables, accruals, BHREBREMNTE EHER GHAR

contract liabilities and other payables R FE (5 FRIE3E N 33,299 37,712
Cash generated from operations EEMBRS 65,328 40,289
Income tax paid BRAEHR (6,725) (5,985)
Net cash generated from operating activities RETHHBRETH 58,603 54,304
Cash flows from investing activities RETBFEHERE
Bank interest received BRRITHE 1,273 1,023
Proceeds from disposal of property, plant and equipment HENE  BERFZEZAERE 8 788
Payments for acquisition of property, plant and equipment WM  BE RFRE 2R ()

(Note (i)) (38,921) (53,216)
Payments for acquisition of right-of-use assets Wb R E 2 30 = (899)
(Decrease)/increase in pledged bank deposits BHEBETERCAD) /1L 30,267 (23,549)
Prepayments for acquisition of property, plant and equipment WM - BE REE 2 BIHRE (970) (4,705)
Net cash outflow arising on acquisition of assets through FRNBRBRARAINBEEEEEL

acquisition of subsidiaries ReEmMFE 30 — (2,804)
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CONSOLIDATED STATEMENT OF Ra
CASH FLOWS (CONTINUED)

RERER (&)

For the year ended 31 December 2022

Bz

F_—Ff_HA=F—HIFE

Notes RMB’000 RMB'000
Bt AREETT ARE T

Net cash used in investing activities REZBFARSTE (8,343) (83,362)
Cash flows from financing activities BETBH RERE
Proceeds from interest-bearing bank borrowings HERITERZ BHE 195,182 106,026
Repayment of interest-bearing bank borrowings BETBRITHER (121,965) (90,909)
Repayment of other borrowings BEEMER (20,167) (14,001)
Advance from a director —REEZBN 5,000 (5.943)
Capital element of lease rentals paid ENEEzASEH S (7,252) (5.952)
Interest element of lease rentals paid ENEEZFIEH (1,394) (1,343)
Interest paid on bank borrowings B RITERHE 8 (10,661) (7,834)
Interest paid on other borrowings B At fE A& 8 (1.122) (1,967)
Dividends paid ERRE (10,955) (10,794)
Net cash generated from/(used in) financing activities REZHHAE/ (R BELFE 26,666 (32,717)
Net increase/(decrease) in cash and cash equivalents ReRBESZENMEM/ (HD) BE 76,926 (61,775)
Cash and cash equivalents at beginning of the year FIRERRLEEN 17,927 77,168
Effect of foreign exchange rate changes EXSEH ¥ (4,353) 2,534
Cash and cash equivalents at end of the year ERBELRESEEY 19 90,500 17,927

Note: B

Non-cash transactions: FRERS:

(i) During the year, additions of property, plant and equipment of RER AEVE  BEEREHAR,234,0007T

approximately RMB1,234,000 (2021: RMB14,993,000) were prepaid in —E - —F: ARM14,993,0000) ERBAEFETE

- BREFABREREDE  BERRBIANKE -

prior years and the amounts were transferred from prepayments for
acquisition of property, plant and equipment.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

For the year ended 31 December 2022

1. CORPORATE INFORMATION

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

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

At 31 December 2022, the directors of the Company consider the
immediate holding company and ultimate holding company to
be Sanvo Fine Chemicals Limited, a company incorporate in the
British Virgin Islands (the “BVI"). Its ultimate conftrolling party is Mr.
Chen Binggiang (“Mr. Ernest Chen”), who is also the chairman and
executive director of the Company.

2. BASIS OF PREPARATION AND PRESENTATION

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

The consolidated financial statements have been prepared on
the historical cost basis. Historical cost is generally based on the
fair value of the consideration given in exchange for goods and
services.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

2. BASIS OF PREPARATION AND PRESENTATION
(CONTINUED)

The consolidated financial statements are presented in RMB and all
values are rounded to the nearest thousand (RMB'000) except when
otherwise indicated.

It should be noted that accounting estimates and assumptions
have been used in preparation of the consolidated financial
statements. Although these estimates are based on management’s
best knowledge and judgement of current events and actions,
actual results may ultimately differ from those estimates. The areas
involving a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the consolidated
financial statements are set out in Note 5 Significant accounting
judgements and estimates.

3. ADOPTION OF NEW AND REVISED IFRSS

(a) Adoption of revised IFRSs effective 1 January 2022

The IASB has issued a number of revised IFRSs which became
effective during the year ended 31 December 2022. In preparing the
consolidated financial statements, the Group has applied all these
revised IFRSs which are effective for the Group's accounting period
beginning on or after 1 January 2022.

Amendments to IFRS 16 Covid-19-Related Rent Concessions

beyond 30 June 2021

Amendments to IAS 16 Property, Plant and Equipment -

Proceeds before Intended Use

Amendments to |IAS 37 Onerous Contracts - Cost of Fulfilling a
Confract

Amendments to IFRS 3 Reference to the Conceptual Framework

Amendments to IFRSs Annual Improvements to IFRSs 2018-2020

The application of these revised to IFRSs in the current year has
had no material impact on the Group's financial performance and
positions for the current or prior periods and/or on the disclosures set
out in these consolidated financial statements. The Group has not
applied any new or revised standard or interpretation that is not yet

LY

effective for the current accounting period.
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2022

3. ADOPTION OF NEW AND REVISED IFRSS

(CONTINUED)

(b) New and revised IFRSs not yet adopted

At the date of this report, certain new and revised IFRSs have been
issued but are not yet effective, and have not been applied early by

the Group.
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Effective for annual
reporting periods

beginning on or after
RUTBER 2 &RR
ZEERERHER

IFRS 10 and IAS 28 Amendments
EIRR BT A5 R E 2RI 21057 R B RS & 52 Rl 2857 (1B ETAX)

IAS 1 Amendments
BB e &R F15% (BFIA)

IAS 1 and IFRS Practice Statement 2 Amendments

RS EAE 1R RERMBRE RN ERRERLR (BTX)

IAS 8 Amendments
T\ = n+ ﬁﬁ‘]%&iff (1 DTZK>

IAS 12 Amendments

B &2 B F 1 25% (BT K)

IFRS 17
BIRR B T 5 2R RSB 758

IFRS 16 Amendments
Bl B I R R 21 65 (BFTA)

IAS 1T Amendments
Bl & SR 15 (BT A)

Sale or Confribution of Assets between an Investor and ifs
Associate or Joint Venture

REEEEBENARAE X ANEERERRA

Classification of Liabilities as Current or Non-current
BRAIBRAREAIER

Disclosure of Accounting Policies

EHEEZ BB

Definition of Accounting Estimates

ERRCE A E

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

E-RPEEVEERBBRHNELHE

Insurance Contracts and the related amendments
REHRBBIETT

Lease Liability in a Sales and Leaseback
ExREOEERR

Non-current Liabilities with Covenants

MEREN RS EE

£ &0

To be determined*

#ER

1 January 2023
—=£-R-H

1 January 2023
“=%-i—-H

1 January 2023
—“=£-R-H

1 January 2023

—=%—-A—H

1 January 2023
—Z-=%—-R—H

1 January 2024
“E-NE-A—H

1 January 2024
“Z-ME-A—H
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

3. ADOPTION OF NEW AND REVISED IFRSS
(CONTINUED)

(b) New and revised IFRSs not yet adopted (Continued)

* On 17 December 2015, the IASB issued Effective Date of
Amendments to IFRS 10 and IAS 28. This update defers the
effective date of the amendments in Sale or Conftribution of
Assets between an Investor and its Associate or Joint Venture
that the IASB issued in September 2014. Early application of
these amendments continues to be permitted.

The Group has already commenced an assessment of the related
impact of adopting the above new and revised IFRSs. So far, it has
concluded that the above new and revised IFRSs will be adopted
at the respective effective dates and the adoption of them is
unlikely fo have a significant impact on the consolidated financial
statements.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

4.1 Basis of consolidation and subsidiaries

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

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

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

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.1 Basis of consolidation and subsidiaries (continued)

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

Non-controlling interests are presented in the consolidated statement
of financial position within equity, separately from equity attributable
to the owners of the Company. Non-conftrolling interests in the
results of the Group are presented on the face of the consolidated
statement of comprehensive income as an allocation of the total
profit or loss and total comprehensive income for the year between
non-controlling interests and the owners of the Company.

4.2 Property, plant and equipment

Property, plant and equipment are stated at cost, less accumulated
depreciation and accumulated impairment losses, if any.

The cost of an item of property, plant and equipment comprises its
purchase price and any directly attributable cost of bringing the
asset to its working condition and location for its intended use.

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

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

10% to 33% per annum

Plant and machinery
Furniture, fixtures and
office equipment
Motor vehicles 18% to 25% per annum
Leasehold improvements  10% to 33% per annum, or over the term

of the leases if shorter

No depreciation is provided for construction in progress until
such time as the relevant assets are completed and available for
intended use. Consfruction in progress are transferred to the relevant
categories of property, plant and equipment upon the completion
of their respective construction.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.2 Property, plant and equipment (continued)

An item of property, plant and equipment including any significant
part initially recognised is derecognised upon disposal or when no
future economic benefits are expected from its use or disposal. Any
gain or loss on disposal or retirement recognised in the consolidated
statement of comprehensive income in the year the asset is
derecognised is the difference between the net sales proceeds and
the carrying amount of the relevant asset.

Depreciation methods, estimated useful lives and residual values are
reviewed at each reporting date and adjusted if appropriate.

4.3 Financial instruments
Financial assets
(a) Classification

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

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

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

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

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

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

(b) Recognition and derecognition

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

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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

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

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

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

(d) Impairment of financial assets

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

Measurement of ECLs

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

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

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.3 Financial instruments (continued)
Financial assets (continued)

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

The maximum period considered when estimating ECLs is the
maximum contractual period over which the Group is exposed to
credit risk.

In measuring ECLs, the Group fakes info account reasonable and
supportable information that is available without undue cost or
effort. This includes information about past events, current conditions
and forecasts of future economic conditions.

ECLs are measured on either of the following bases:

— 12-month ECLs: these are losses that are expected to result
from possible default events within the 12 months after the
reporting date; and

— lifetime ECLs: these are losses that are expected to result from
all possible default events over the expected lives of the items
to which the ECL model applies.

For tfrade receivables, the Group has measured the loss allowance at
an amount equal to lifetime ECLs. ECLs on these financial assets are
estimated using a provision matrix based on the Group's historical
credit loss experience, adjusted for factors that are specific to the
debtors and an assessment of both the current and forecast general
economic conditions at the reporting date.

For bills and other receivables, cash and cash equivalents and
pledged bank deposits, the Group recognises a loss allowance
equal to 12-month ECLs unless there has been a significant increase
in credit risk of the financial instrument since initial recognition, in
which case the loss allowance is measured at an amount equal to
lifetime ECLs.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.3 Financial instruments (continued)
Financial assets (continued)

(d) Impairment of financial assets (continued)
Significant increases in credit risk

In assessing whether the credit risk of a financial asset has increased
significantly since initial recognition, the Group compares the
risk of default occurring on the financial asset assessed at the
end of reporting period with that assessed at the date of initial
recognition. In making this reassessment, the Group considers that a
default event occurs when the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse by the Group to
actions such as realising security (if any is held). The Group considers
both quantitative and qualitative information that is reasonable and
supportable, including historical experience and forward-looking
information that is available without undue cost or effort.

In particular, the following information is taken into account when
assessing whether credit risk has increased significantly since initial
recognition:

—  failure to make payments of principal or interest on their
contractually due dates;

— an actual or expected significant deterioration in a financial
instrument’s external or internal credit rating (if available);

— an actual or expected significant deterioration in the operating
results of the debtor; and

—  existing or forecast changes in the technological, market,
economic or legal environment that have a significant adverse
effect on the debtor’s ability to meet its obligation to the
Group.

Depending on the nature of the financial instruments, the
assessment of a significant increase in credit risk is performed on
either an individual basis or a collective basis. When the assessment
is performed on a collective basis, the financial instruments are
grouped based on shared credit risk characteristics, such as past
due status and credit risk rafings.

ECLs are remeasured at each reporting date to reflect changes
in the financial instrument’s credit risk since initial recognition. Any
change in the ECL amount is recognised as an impairment gain or
loss in profit or loss. The Group recognises an impairment gain or loss
for all financial instruments with a corresponding adjustment to their
carrying amount through a loss allowance account.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.3 Financial instruments (continued)
Financial assets (continued)

(d) Impairment of financial assets (continued)
Definition of default

The Group considers that default has occurred when the instrument
is more than 90 days past due or the Group ceases business with
those debtors unless the Group has reasonable and supportable
information fo demonstrate that a more lagging default criterion is
more appropriate.

Credit-impaired financial assets

At each reporting date, the Group assesses whether a financial asset
is credit-impaired. A financial asset is credit-impaired when one or
more events that have a detrimental impact on the estimated future
cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the
following observable events:

— significant financial difficulties of the debtor;
— a breach of contract, such as a default or past due event;

— it becoming probable that the borrower will enter into
bankruptcy or other financial reorganisation;

— significant changes in the tfechnological, market, economic or
legal environment that have an adverse effect on the debftor;
or

—  the disappearance of an active market for a security because
of financial difficulties of the issuer.

Write-off policy

The gross carrying amount of a financial asset is written-off (either
parfially or in full) to the exftent that there is no realistic prospect of
recovery. This is generally the case when the Group determines that
the debtor does not have assetfs or sources of income that could
generate sufficient cash flows to repay the amounts subject to the
write-off.

Subsequent recoveries of an asset that was previously written-off are
recognised as a reversal of impairment in profit or loss in the period
in which the recovery occurs.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.3 Financial instruments (continued)
Financial liabilities

The Group’s financial liabilities include trade and bills payables,
accruals and other payables, lease liabilities, interest-bearing bank
borrowings and other borrowings. Financial liabilities are recognised
when the Group becomes a party to the contractual provisions
of the instrument. Financial liabilities are initially recognised at fair
value, net of fransactions costs incurred and subsequently measured
at amortised cost using the effective interest method.

Financial liabilities are derecognised when the obligation specified in
the confract is discharged or cancelled, or expired.

4.4 Impairment of non-financial assets

Where an indication of impairment exists (other than inventories),
the recoverable amount of the asset is estimated. An asset’s
recoverable amount is the higher of the value in use of the asset
or cash-generating unit to which it belongs and its fair value less
costs to sell, and is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent
of those from other assets or groups of assets, in which case the
recoverable amount is determined for the cash-generating unit fo
which the asset belongs.

An impairment loss is recognised in the consolidated statement
of comprehensive income whenever the carrying amount of an
asset, or the cash-generating unit to which it belongs, exceeds its
recoverable amount. The impairment loss is reversed if there has
been a favourable change in the estimates used to determine the
recoverable amount. A reversal of the impairment loss is limited to
the asset’s carrying amount that would have been deftermined had
no impairment loss been recognised in prior years. The reversal of
the impairment loss is credited to the consolidated statement of
comprehensive income in the year in which it arises.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.5 Leased assets

At inception of a contract, the Group assesses whether the contract
is, or contains, a lease. A confract is, or contains, a lease if the
contract conveys the right to control the use of an identified
asset for a period of fime in exchange for consideration. Control is
conveyed where the customer has both the right to direct the use of
the identified asset and to obtain substantially all of the economic
benefits from that use.

(i) Asalessee

Where the confract contains lease component(s) and non-lease
component(s), the Group has elected not to separate non-lease
components and accounts for each lease component and any
associated non-lease components as a single lease component for
all leases.

At the commencement date of a lease, the Group, as a lessee
recognises a right-of-use asset and a lease liability, except for short-
term leases and leases of low-value assets which are primarily
laptops and office furniture. The lease payments associated with
those leases which are not capitalised are recognised as an expense
on a systematic basis over the lease term.

Where the lease is capitalised, the lease liability is initially recognised
at the present value of the lease payments payable over the lease
term that are not paid at the commencement date of the lease,
discounted using the interest rate implicit in the lease or, if that
rate cannot be readily determined, using a relevant incremental
borrowing rate. After initial recognition, the lease liability is measured
at amortised cost and infterest expense is calculated using fthe
effective interest method. Variable lease payments that do not
depend on an index or rate are not included in the measurement
of the lease liability and hence are charged to profit or loss in the
accounting period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.5 Leased assets (continued)
(i) As alessee (continued)

All the commencement date of a lease, the lease payments
included in the measurement of the lease liability comprise the
following payments during the lease term:

— fixed payments (including in-substance fixed payments), less
any lease incentives receivable;

— variable lease payment that are based on an index or a
rate, initially measured using the index or rate as at the
commencement date;

— amounts expected to be payable by the Group under residual
value guarantees;

— the exercise price of a purchase option if the Group is
reasonably certain fo exercise that option; and

— payments of penalties for terminating the lease, if the lease
term reflects the Group exercising that option.

The right-of-use asset recognised when a lease is capitalised is
initially measured at cost, which comprises the initial amount of
the lease liability plus any lease payments made at or before the
commencement dafte, and any initial direct costs incurred. Where
applicable, the cost of the right-of-use assets also includes an
estimate of costs to dismantle and remove the underlying asset
or to restore the underlying asset or the site on which it is located,
discounted to their present value, less any lease incentives received.
The right-of-use asset is subsequently stated at cost less accumulated
depreciation and impairment losses (Note 4.4) and adjusted for any
remeasurement of the lease liability.

The lease liability is remeasured when there is a change in future
lease paymenfts arising from a change in an index or rate, or there
is a change in the Group's estimate of the amount expected
to be payable under a residual value guarantee, or there is a
change arising from the reassessment of whether the Group
will be reasonably certain to exercise a purchase, extension or
termination option. When the lease liability is remeasured in this
way, a corresponding adjustment is made fto the carrying amount
of the right-of-use asseft, or is recorded in profit or loss if the carrying
amount of the right-of-use asset has been reduced fo zero.

The Group presents right-of-use assets and lease liabilities separately
in the consolidated statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.5 Leased assets (continued)
(i) As alessor

When the Group acts as a lessor, it defermines at lease inception
whether each lease is a finance lease or an operating lease. A
lease is classified as a finance lease if it fransfers substantially all
the risks and rewards incidental to the ownership of an underlying
assetfs to the lessee. If this is not the case, the lease is classified as an
operating lease.

When a contract contains lease and non-lease components,
the Group allocates the consideration in the contract to each
component on a relafive stand-alone selling price basis. The rental
income from operating leases is recognised in accordance with
Note 4.8.

4.6 Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined using weighted average cost basis and includes
all costs of purchase, costs of conversion, and other costs incurred in
bringing the inventories to their present location and condition.

Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and the
estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories
is recognised as an expense in the period in which the related
revenue is recognised. The amount of any write-down of inventories
to net realisable value and all losses of inventories are recognised as
an expense in the period the write-down or loss occurs. The amount
of any reversal of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised as an expense in
the period in which the reversal occurs.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.7 Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances, and
short-term highly liquid investments which are readily convertible
into known amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally within three
months when acquired.

4.8 Revenue recognition

Revenue from sales of hardware and building materials and
automotive maintenance industrial chemical products

Timing of recognition: The Group manufactures and sells hardware
and building materials and automotive maintenance industrial
chemical products. Sales are recognised when control of the
products has fransferred to customers, being when the products
are delivered fo the customers, the customer has full discretion over
channel and price to sell the products, and there is no unfulfilled
obligation that could affect the customer’s acceptance of the
products. Delivery occurs when the products have been transported
to the specified location, the risks of obsolescence and loss have
been fransferred to the customer, and either the customer has
accepted the products in accordance with the sales contract, the
acceptance provisions have lapsed, or the Group has objective
evidence that all criteria for acceptance have been satisfied. The
Group offers the right to return defective products within one month.
A confract liability is recorded as advances from customers for the
cash received from the customers before the delivery of goods.

Sales discounts are offered to the customers when the customers
meet the predetermined annual sales tfarget. Accumulated
experience is used to estimate and provide for the sales discounts,
using the expected value method. The sales discounts are
recognised and net off against the sales amount when sales are
recognised. The customers can utilise these sales discounts by future
purchases from the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.8 Revenue recognition

Revenue from sales of hardware and building materials and
automotive maintenance industrial chemical products

Measurement of revenue: Revenue from sales is based on the price
specified in the sales contracts and is shown net of value-added
tax, sales discounts, sales return and after eliminating sales within
the Group. No element of financing is deemed present as the sales
are made with a credit term up to 30 tfo 180 days. A receivable is
recognised when the goods are delivered as this is the point in fime
that the consideration is unconditional because only the passage of
time is required before the payment is due.

Accumulated experience is used to estimate the likelihood and
provide for sales discounts and sales return for the goods sold at the
fime of sale.

Rental income

Rental income receivable under operating leases is recognised in
profit or loss in equal instalments over the periods covered by the
lease term, except where an alternative basis is more representative
of the pattern of benefits to be derived from the use of the leased
asset. Lease incentives granted are recognised in profit or loss as an
integral part of the aggregate net lease payments receivable.

4.9 Government grants

Government grants are recognised at their fair value where there
is reasonable assurance that the grant will be received and all
aftaching conditions will be complied with. When the grant relates
tfo an expense item, it is recognised as income on a systematic basis
over the periods that the costs, which it is infended fo compensate,
are expensed.

Where the grant relates to an asset, the fair value is credited to
a deferred income account and is released to the consolidated
statement of comprehensive income over the expected useful life of
the relevant asset by equal annual instalments.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.10 Income taxes

Income tax represents the sum of current and deferred tax. Income
tax relating to items recognised outside profit or loss is recognised
outside profit or loss, either in other comprehensive income or
directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation authorities,
based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking
into consideration interpretations and practices prevailing in the
countries in which the company operates.

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax
bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

— when the deferred tax liability arises from the initial recognition
of goodwill or an asset or liability in a transaction that is not
a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss;
and

— in respect of taxable temporary differences associated with
investment in a subsidiary, associates and joint ventures, when
the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will
not reverse in the foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.10 Income taxes (continued)

Deferred tax assets are recognised for all deductible temporary
differences, the carry forward of unused tax credits and any unused
tax losses. Deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available against which
deductible temporary differences, the carry forward of unused tax
credits and unused tax losses can be utilised, except:

— when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a fransaction that is not a business
combination and, at the time of the fransaction, affects neither
the accounting profit nor taxable profit or loss; and

— in respect of deductible temporary differences associated
with investment in a subsidiary, associates and joint ventures,
deferred tax assets are only recognised to the extent that it
is probable that the temporary differences will reverse in the
foreseeable future and taxable profit will be available against
which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced fo the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting period and
are recognised to the exftent that it has become probable that
sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be recovered.

Deferred tax is calculated, without discounting, at the tax rates that
are expected to apply in the period when the asset is realised or the
liability is seftled, based on the tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the reporting
period.

Deferred tax assets and liabilities are offset when they relate to
income taxes levied by the same taxation authority and the Group
intends fo settle its current tax assets and liabilities on a net basis.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.11 Foreign currency translation

Each entity in the Group detfermines its own functional currency
and items included in the financial statements of each entity are
measured using that functional currency. The consolidated financial
statements are presented in RMB, while the functional currency of
the Company is Hong Kong Dollar (“HKS"). As the Group mainly
operates in the PRC, RMB is used as the presentation currency of the
consolidated financial statements.

Foreign currency transactions are initially recorded using the
functional currency rates ruling at the date of the transactions.
Monetary assets and liabilities denominated in foreign currencies
are retranslated at the functional currency rates of exchange ruling
at the end of the reporting period. Differences arising on settlement
or franslation of monetary items are recognised in the consolidated
statement of comprehensive income with the exception of
monetary items that are designated as part of the hedge of the
Group’s net investment of a foreign operation. Non-monetary items
that are measured in terms of historical cost in a foreign currency
are franslated using the exchange rates at the dates of the initfial
fransactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when
the fair value was determined. The gain or loss arising on franslatfion
of a non-monetary item measured at fair value is tfreated in line with
the recognition of the gain or loss on change in fair value of the
item. The functional currencies of certain subsidiaries are currencies
other than the presentation currency. As at the end of the reporting
period, the assets and liabilities of these entities are translated into
the presentation currency of the Group at the exchange rates ruling
at the end of the reporting period, and their income and expense
items are translated into the presentation currency at the weighted
average exchange ratfes for the year.

The resulting exchange differences are recorded in other
comprehensive income and the cumulative balance is included
in franslation reserve in the consolidated statement of changes in
equity. On disposal of a foreign operation, the deferred cumulative
amount recognised in translation reserve relating to that particular
foreign operation is recognised in the consolidated statement of
comprehensive income. Any goodwill arising on the acquisition of
a foreign operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are freated as
assets and liabilities of the foreign operation and translated at the
closing rate.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.11 Foreign currency translation (continued)

For the purpose of the consolidated statement of cash flows, the
cash flows of the Company and certain subsidiaries are translated
info the presentation currency at the exchange rates ruling at
the dates of the cash flows. Frequently recurring cash flows of the
Company and these subsidiaries which arise throughout the year are
franslated info the presentation currency at the weighted average
exchange rates for the year.

4.12 Employee benefits
(i)  Short-term employee benefits

Salaries, annual bonuses, paid annual leave and the cost of non-
monetary benefits are accrued in the year in which the associated
services are rendered by employees.

(ii) Defined contribution retirement plan obligations

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under
the Mandatory Provident Fund Schemes Ordinance for all of its
employees in Hong Kong. Conftributions are made based on a
percentage of the employees’ basic salaries and are charged to the
consolidated statement of comprehensive income as they become
payable in accordance with the rules of the MPF Scheme. The assets
of the MPF Scheme are held separately from those of the Group in
an independently administered fund.

The employees of the subsidiaries within the Group which operate in
the PRC are required to participate in the central pension scheme
operated by the local municipal government. These PRC subsidiaries
are required to conftribute a percentage of their payroll costs to
the central pension scheme as specified by the local municipal
government. The contributions are charged to the consolidated
statement of comprehensive income as they become payable in
accordance with the rules of the central pension scheme.

There were no forfeited contributions utilised by the Group to reduce
existing level of contributions for each of the years.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.13 Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount
when the Group has a legal or constructive obligation arising as
a result of a past event, which will probably result in an outflow of
economic benefits that can be reasonably estimated.

When it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation
is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations, the existence of
which will only be confirmed by the occurrence or non-occurrence
of one or more future events, are also disclosed as contingent
liabilities unless the probability of outflow of economic benefits is
remote.

4.14 Finance costs

Finance costs comprise borrowing costs, which are directly
attributable to the acquisition, construction or production of an asset
which necessarily takes a substantial period of time to get ready for
its infended use or sale are capitalised as part of the cost of that
asset. Other borrowing costs are expensed in the period in which
they are incurred.

The capitalisation of borrowing costs as part of the cost of qualifying
asset commences when expenditure for the asset is being incurred,
borrowing costs are being incurred and activities that are necessary
to prepare the asset for its infended use or sale are in progress.
Capitalisation of borrowing costs is suspended or ceases when
substantially all the activities necessary to prepare the qualifying
asset for its infended use or sale are interrupted or complete.
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B IS M EBRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2022 BE—_F-_—F+=—A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 4., FESHHREME(E)
(CONTINUED)

4.15 Related parties 415 BBER
(a) A person, or a close member of that person’s family, is related (@) B TAL BIiZALTSZATZEHRREKX
to the Group if that person: BEAEEFHE
() has control or joint control over the Group; (i) EHHERZEHANER
(i) has significant influence over the Group; or (i) HAEHEBEAFE: 3k
(i) is a member of key management personnel of the Group (i) AREEFIARRFRRZEEEEENE

or the parent of the Company;

(b) An entity is related to the Group if any of the following (b) W& TIMEMGERY - B EEEAEEE ME

conditions applies:

(ij  the entity and the Group are members of the same (i) ZEBRASERRA-—SEIZKERA:
group;

(i)  one enftity is an associate or joint venture of the other (i) —FHEBARS BB ZHBEAAXaED
entity (or an associate or joint venture of a member of a ¥ (B —ERAKERARZEEETKE
group of which the other entity is a member); RAZHE NG HEERE)

(i) both entities are joint ventures of the same third party; (i) MEAEEHAR—F=TzaEr%E

(iv) one entity is a joint venture of a third entity and the other (iv)] —HERBAE=-FTEB2EEDLE M5—
entity is an associate of the third entity; ERABZF-FERIHBERNR

(v) the entity is a post-employment benefit plan for the (v] ZEBRASESEAESEAEHE L ER
benefit of employees of either the Group or an entity BLEB MR 2 BEB AT 2
related to the Group;

(vi) the entity is controlled or jointly controlled by a person (vi] ZEBBEBX(q)FEZ ALTEHERE
identified in (a);

(vii) a person identified in (a)(i) has significant influence (Vi) R(a)(i|filEZ ATHZEEBEERTEL
over the entity or is a member of the key management BZERB (AZEE LR T EERE
personnel of the entity (or of a parent of the entity); and ME &

(viii) the entity, or any member of a group of which it is a part, (viii BN BRERKEEEMKERRIHEP —
provides key management personnel services to the BAMAEEXIARRZE AR RHEEE
Group or to the parent of the Company. ERANBRT -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.15 Related parties (continued)

Close members of the family of a person are those family members
who may be expected to influence, or be influenced by, that person
in their dealings with the entity and include:

(i) that person’s children and spouse or domestic partner;
(i) children of that person’s spouse or domestic partner; and

(i) dependents of that person or that person’s spouse or domestic
partner.

4.16 Segment reporting

The Group identifies operafing segments and prepares segment
information based on the regular infernal financial information
reported to the executive directors of the Company, who are the
chief operating decision makers (“CODM"), for their decisions about
resources allocatfion to the Group's business components and for
their review of the performance of those components. The business
components in the internal financial information reported to the
CODM are determined following the Group’s major operations.

The measurement policies the Group uses for reporting segment
results under IFRS 8 Operating Segments are the same as those used
in its financial statements prepared under IFRSs.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

5. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the consolidated financial statements requires
the directors of the Company to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of making the
judgements about carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accountfing estimates are recognised in
the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

The following items are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the
next financial year.

Estimated impairment of non-financial assets

The Group assesses at each reporting date whether there is
any indication that non-financial assets with definite lives may
be impaired. If any such indication exists, the Group estimates
the recoverable amount of the assets in accordance with the
accountfing policy stated in Note 4.4. In assessing whether there
is any indication that non-financial assets may be impaired, the
Group considers indications from both internal and external sources
of information such as evidence of obsolescence or decline in
economic performance of the assets, changes in market condifions
and economic environment. These assessments are subjective and
require management’s judgements and estimations.

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a straight-line
basis over the estimated useful lives of the assets, affer taking info
account their estimated residual values. The Group reviews the
estimated useful lives of the assets regularly. The estimated useful
lives are based on the Group’s historical experience with similar
assets and taking into account anticipated technological changes.
The depreciation expenses for future periods are adjusted if there
are significant changes from previous estimates.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

5. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (CONTINUED)

Provision for impairment loss on trade and other receivables

The Group determines the provision for impairment loss on tfrade and
other receivables resulting from the inability of the customers/debtors
to make the required payments. A significant amount of estimate
and judgement is required in assessing the ultimate realisation of
these receivables. The estimated ECL loss rates are estimated based
on the Group's estimates of the market borrowing rates for each of
the groupings, less risk-free rate, which reflect the credit risk of the
debtors, over the expected life of the debtors and are adjusted
forward-looking information that is available without undue cost or
effort. If the financial conditions of customers/debtors deteriorate,
additional provision for expected credit loss may be required.

Net realisable value of inventories

The Group recognises write-down on inventories based on an
assessment of the net realisable value of the inventories. Write-
down is applied fo the inventories where events or changes in
circumstances indicate that the net realisable value is less than
cost. The determination of net realisable value requires the use of
judgement and estimates. Where the expectation is different from
the original estimates, such difference will impact carrying value of
the inventories and write-down on inventories charged to profit or
loss in the period in which such estimate has been changed.

Provision for income taxes

The Group is subject to income taxes in jurisdictions in which the
Group operates. Significant judgement is required in determining
the tax liabilities to be recognised. There are many transactions and
calculations for which the ultimate tax determination is uncertain.
The Group recognises provisions for tfax based on estimates of the
taxes that are likely to become due. The Group believes that its
provision for tax is adequate for the year based on its assessment
of many factors including past experience and interpretations of
tax law. Where the final tax outcome is different from the amounts
that were inifially recorded, such differences will impact the current
income tax and deferred tax provisions in the period in which such
determination is made.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

6. SEGMENT REPORTING

The Group has three reportable segments which are the Group's
strategic business units, as follows:

Aerosols —  Sales of spray paints and automotive care
products, including spray paint, carburetor
cleaner, spray wax, anti-rust spray
lubricant, polyurethane foam, cleaning
spray and spray refrigerant for automobile
air-conditioners

Organic silicone — Sales of product series, which are all
adhesives silicone-based adhesives
Synthetic adhesive —  Sales of several product series, which are

all multi-purpose contact adhesives

Information about strategic business units of other operating
segments that are not reportable in accordance with IFRS 8
Operating Segments are consolidated and disclosed in All other
segments.

These strategic business units offer different products, and are
managed separately because they require different technology and
marketing strategies. For each of the strategic business units, the
chairman of the Company, who is the CODM of the Group during
the year, reviews internal management reports on a monthly basis.
There was no aggregation of operating segments in arriving at the
reportable segments of the Group.

(a) Segment results

For the purposes of assessing segment performance and allocating
resources between segments, the CODM monitors the results
attributable to each reportable segment on the following basis:

Segment profit represents the gross profit earned by each segment
without allocation of central administration expenses (including
emoluments of directors and senior management), selling and
distribution expenses, other income and gains and finance costs. This
is the measure reported to the Group's CODM for the purposes of
resource allocation.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

6. SEGMENT REPORTING (CONTINUED)
(a) Segment results (continued)

The CODM reviews the Group's assets and liabilities as a whole
without allocation to each segment. In his opinion, all strategic
business units consume similar materials and their products are
produced by same machinery and equipment and then they are
sold to same customers. As a result, it is not necessary to monitor
the assets and liabilities under different segments. No segment
information on assets and liabilities is presented accordingly.

During the years ended 31 December 2022 and 2021, the Group
generated revenue primarily from the sale of three categories
of products under these segments. The following table sets out
the breakdown of the revenue and segment profit by reportable
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6. DEWME (H)
(a) ZHEHEE(FH)

TBRLERREFHNASERENEERAGE  MAE
BEEMBEIRES —EDE - Eﬁﬁfﬁu/uﬁﬁﬁﬁﬁﬁﬁ
EBEURRABEUMHREERMERKSERREL
EMEETHRERS #ULBAERET ’\*BTE’J,%F
RBE AMEEZINEERBEZDABER

REBEE-Z-_ R -ZFE-_—F+-A=+—RHILFE "
AEBTEAREOB THE-BEREL RS - TX
#Hylimr 2

WO EE Dz W R R A

segment:
Organic
silicone Synthetic
Aerosols adhesives adhesive
REH AHYBRA EHBHE
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT AREFT
For the year ended 31 December 2022 BE-EZ--F+-AZt+-BLEE
Revenue from external customers and RENDEP 2 W5 K] 2R D HUss
reportable segment revenue
— Point in time — B2 563,415 190,934 56,359 810,708
Reportable segment profit DE GRS 185,365 37,356 13,848 236,569
For the year ended 31 December 2021 HE-Z-—F+-A=1— EIM:EV
Revenue from external customers and RENPER 2 W=k 2R HBK
reportable segment revenue
— Point in time — B2 600,586 186,753 71,524 858,863
Reportable segment profit DES GRS 186,731 37,830 16,869 241,430
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2022 HE—
6. SEGMENT REPORTING (CONTINUED) 6. TDEEE (&)
(b) Reconciliations of reportable segment revenue and (b)

consolidated profit before income tax

A reconciliation of segment revenue to consolidated revenue is N

presented as follows:

okt

F_—Ff_HA=F—HIFE

TE2EHDBUBERFTERARS

Bk st B dr & W s 2 HIBR 250 T

e SRR (&)

Bz B R

RMB’000 RMB'000

AREFT AR T

Total reportable segment revenue DGRl €L 810,708 858,863

All other segments revenue (Note) A Eth 5 3 4eas (M) 137,142 124,244

Consolidated revenue NG 947,850 983,107
A reconciliation of segment results to consolidated profit before DEEEERASETAGE RN HERES W T:

income tax is presented as follows:

RMB’000 RMB'000

AREFT AREFT

Total of reportable segments profit E2RHBEF| B8 236,569 241,430

All other segments profit (Note) BBt 80a A (K ) 24,420 20,493

Other income and gains Hi A & Mz 6,079 3,979

Selling and distribution expenses HE REHRA Y (131,810) (129,407)

Administrative expenses THRAX (119,035) (111,762)

Reversal of/(provision for) impairment losses on trade receivables & ZEKFIEREGEED / (#E) 837 (2,755)

Finance costs RMEMA (7,993) (6,170)

Consolidated profit before income tax BRF SRR AR A i A 9,067 15,808

Note: Segment revenue and segment profit from other segments represent the
sales of architectural coatings, oil products, wood paints and others.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

6. SEGMENT REPORTING (CONTINUED)
(c) Geographical information

The Company is an investment holding company. As the principal
place of the Group's operation is in the PRC, which is considered as
the Group's country of domicile for the disclosure purpose of IFRS 8.
Substantial of the Group’s non-current assets are located in the PRC
as at 31 December 2022 and 2021. The following table provides an
analysis of the Group’s revenue generated from external customers
by geographical market.

2022 ¥R =imksik

e SR MR (&)

Br —F-_—Ff-_A=+—HIFEF

6. DTHmE (E)
(c) HEEH

ARRREREER AR - ARAEBZ T EL XM
APE EBRMEREERNESFE I REERME
PEERSAEEEML R_T-_—_FR_FT_—F
TZA=1T—8 XEBEREOFERBDEELAFHE -
TRERATEERIRTSHE D BIBEPEL 2 W

s e

RMB’000 RMB'000

ARETT ARETFT

The PRC e 920,412 945,994
Australia N 25,315 35,397
Others Hfty 2,123 1,716
947,850 983,107

(d) Information about major customers

No revenue from a single external customer accounted for 10% or
more of the Group's revenue for the years ended 31 December 2022
and 2021.

7. REVENUE AND OTHER INCOME AND GAINS

Revenue from the Group's principal activities, represents revenue
derived from the sales of hardware and building materials and
automotive maintenance industrial chemical products. Revenue
and other income and gains recognised during the years ended 31
December 2022 and 2021 are as follows:

(d) FREXEEZEFHNESR

HE-— T~ &N T —®+-_A=+—HItEE
MEREE —IIBEFZWEEARAEERABNIO%K
LA E o

7. WHEUARHAMKARKES

AEEBTEEB 2 WEEHERSEM RTEBEL
TERAEWGE HE-ZE-_—_FRk-_FT-_—F+=-8
—t+t—HIEFEEER 2 WA R A A RSN T

RMB’000 RMB'000

ARETT ARE T

Revenue (Note (i) Yoz (BEEE () 947,850 983,107
Other income and gains H ol A R Y zs

Bank interest income RITFEHA 1,273 1,023

Net exchange gain X Wi 5 37 46

Rental income HelA 756 997

Government subsidies (Note (ii)) TR 4 B (PR = (i) 3,436 1,402

Sundry income IR 577 511

6,079 3,979
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ANNUAL REPORT 147




=imksik

NO

2022 F 1§

TES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For th

7.

Notes:

(i)

(if)

e year ended 31 December 2022

REVENUE AND OTHER INCOME AND GAINS
(CONTINUED)

Disaggregation of revenue from contracts with customers by major
categories of products is disclosed in Note 6.

All sales contracts are for period of one year or less. The Group has
applied the practical expedient in paragraph 121 of IFRS 15 to its sales
contracts such that the information about revenue that the Group will
be entitled to when it satisfies the remaining performance obligations
under the contracts for sales of products that have an original expected
duration of one year or less is not disclosed.

The Group received unconditional subsidies of approximately
RMB3,436,000 (2021: RMB1,402,000) from the PRC government during the
year as a recognition of the Group's contribution to the development of
the local economy.

During the year ended 31 December 2022, the Group also received
government grants of approximately RMB103,000 from the Employment
Support Scheme under the Anti-epidemic Fund of the Government
of the Hong Kong Special Administrafive Region which aims to retain
employment and combat COVID-19 epidemic.

There are no unfulfilled conditions or contingencies attaching to the
aforesaid granfs.

FINANCE COSTS

e SRR (&)

BEr—F-——F+-A=+—HIFEF

(ii)

W 2 DA T E Ao W A R W sk (4)

BRIBEMAPEN 2 KEEFELWRE 2 FANHTTORE -

FAHEANAN—FIURN - AEECHEHEANER
B BRELANFISKEI2DIRCEREE S L HU&E
BREARAKEREETERHEESN (RERMFEFRL—
FHIAR) BT HTEBORER - #F A S 2 BRI E L -

AEERERN B BBUFRS &G HERE N ARYS,436,000
T(ZZ - —%F: AR¥1,402,0007T) " tERAEE @ BT
REERELER 2R -

RBE_T-_—F+-_A=+—"HBILEE AKLETEEH
FRITHRERMFHENEESET 2 R E] & 8 KK
I BN AR 103,000t - A B EERERERER
COVID-19% 15 °

b St 468 B S 8 B e RS 2 R SRR R

BB A

RMB’000 RMB'000

AREFT ARE T

Interest on inferest-bearing bank borrowings ST ERITERFS 10,661 7,834

Interest on other borrowings HibfERF S 1,122 1,967

Interest on lease liabilities HEAEMS 1,394 1,343
Less: interest capitalised into property, plant and equipment B ERNE - BEREEERNE2FE ()

(Note| (5,184) (4.974)

7,993 6,170

Note: During the year, the finance costs have been capitalised at an effective Mzr: RER BERADEERFEFNERS539% (T - —F:
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interest rate of 5.39% (2021: 4.75%) per annum.
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2022

9.  PROFIT BEFORE INCOME TAX

Profit before income tax is arrived at after charging:

2022 ¥R =imksik

e SR MR (&)

Br —F-_—Ff-_A=+—HIFEF

9. FERETEBAEFR
B P33 A A TS R F0BR A T B IR E B

RMB’000 RMB'000
AE¥FT AREFT
Auditor's remuneration ZEMM e 1,185 997
Cost of inventories recognised as expenses BRAAI ZBEERA 686,861 721,184
Depreciation of property, plant and equipment (Note 14) nE - BERRENE (HE14) 9,729 10,771
Depreciation of right-of-use assets (Note 15) EREEERE (MF15) 4,416 4,172
(Reversal of)/provision for impairment losses BoRKFEREESRE (BR) /BT (H:E32(b))
on frade receivables (Note 32(b)) (837) 2,755
Loss on disposal of property, plant and equipment HENE  BERRFEIER 38 211
Expenses relating to short-term leases RHEERERS 1,652 1,402
Employee benefit expenses (including directors’ EERFFAX (BREZME (H:F10) R
remuneration (Note 10) and salaries in research and WERAZ R 2HS) (M) K (i)
development expenses) (Notes (i) and (ii))
— Salaries, allowances and benefits in kind —5e  RMRENERN 114,755 102,847
— Discretionary bonus — BB 9,146 8,776
— Retirement benefit scheme contributions — RIRBHFTEIE K 8,020 6,190
131,921 117,813
Research and development expenses (Note (i) FRE R 2 (B2 (if))
— Material consumption — HEEE 20,606 22,497
— Employee benefit expenses —EERMAX 17,679 14,854
— Others — Hfth 3,890 3,818
42,175 41,169
Notes: Bt 2T -

(i) Employee benefit expenses are included in cost of sales, selling and (i)

distribution expenses and administrative expenses.

(ii) No forfeited contribution available for offset against existing (ii)

conftributions to pension costs defined contribution plans and social

security costs during the year (2021: nil).

(iii) Research and development expenses are included in administrative (iii)

expenses.

BEBRMAXBEFAEERS - HEREHEAARITRA
¥ o

FRILERFRAIFEHRARARERA - FEHKEE
R ERERAHI(ZT—F &) -

MEMIEFHATHAX °
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B IS M EBRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2022 BE—_F-_—F+_HA=+—HIFZF

10. EMOLUMENTS OF DIRECTORS, CHIEF EXECUTIVE, 10, £ BEETHRAE ITEReEFMAL
FIVE HIGHEST PAID INDIVIDUALS AND SENIOR EEEEBAEME
MANAGEMENT

(a) Directors’ and chief executive’s emoluments () ESRESTHRAEMS

Pursuant to the Listing Rules, Section 383(1)(a), (b), (c) and (f) of BIE EmARE] - REHEMIE383(1)(a) * (b) * (c) K& (f) &
the Companies Ordinance and Part 2 of the Companies (Disclosure ARARI(BBRESMZER) RO E2E  AEEET
of Information about Benefits of Directors) Regulation, details of ZRARAARBESTI N cMEF BN T:
emoluments paid by the companies comprising the Group to the

directors of the Company are as follows:

Salaries, Retirement
allowances benefit
Directors’ and benefits  Discretionary scheme
fees in kind bonus contributions
¥ 2ER BHREF
EzHe BNERN RiERA HE L3
RMB'000 RMB'000 RMB’000 RMB'000 RMB'000
AEEFT AREFT ARETFT ARBFT AREFT
Year ended 31 December 2022 BE-Z-__H+-A=1+-HLEE
Executive directors BES
Mr. Emest Chen [Nofe (i) BB () 962 214 137 3 1,344
Mr. Leo Chen BARLE 962 174 439 24 1,599
Mr. Ng Cheuk Lun ReEfmiE 962 - 137 15 1114
2,886 388 713 70 4,057
Independent non-executive directors BUE#TES
Ir. Daniel Lai BHETEM 129 - - - 129
Mr. Yeung Chun Yue, David BRFLE 129 - - - 129
Mr. Xu Kai ek 129 - - - 129
387 - - - 387
3,273 388 713 70 4,444
Year ended 31 December 2021 BEZS--F+ZA=1-HLEFE
Executive directors BES
Mr. Emest Chen (Note (i)) PR 5% & (FEE () 797 214 162 29 1,202
Mr. Chen Bingyco ("Mr. Leo Chen”) RmELE((RFBEL]) 797 179 439 2 1,437
Mr. Ng Cheuk Lun REMEE 797 — 64 15 876
2,391 393 665 66 3,515
Independent non-executive directors BikRTES
Ir. Daniel Lai BB TR 125 — — — 125
Mr. Yeung Chun Yue, David BRFEE 125 — — — 125
Mr. Xu Kai AR E 125 — - — 125
375 - - - 375
2,766 393 665 66 3,890
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

10. EMOLUMENTS OF DIRECTORS, CHIEF EXECUTIVE,
FIVE HIGHEST PAID INDIVIDUALS AND SENIOR
MANAGEMENT (CONTINUED)

(a) Directors’ and chief executive’'s emoluments (continued)
Note:
(i) Mr. Ernest Chen is also the chief executive of the Company.

Salaries, allowances and benefits in kind paid to or for the executive
directors of the Company are generally emoluments paid or payable
in respect of those persons’ other services in connection with the
management of the affairs of the Company and its subsidiaries.

The independent non-executive directors’ emoluments show above
were for their services as directors of the Company.

There was no arrangement under which a director waived or agreed
to waive any remuneration during the year (2021: Nil).

During the year, no emoluments were paid by the Group fto the
directors as inducement to join or upon joining the Group, or as
compensation for loss of office (2021: Nil).

(b) Five highest paid individuals’ emoluments

The emoluments of the five highest paid individuals for the year,
include three (2021: three) directors of the Company, whose
emoluments are reflected in the analysis presented above. Details
of emoluments paid to the remaining two (2021: two) highest paid
individuals of the Group are as follows:

2022 ¥R =imksik

e SR MR (&)

BEr—F-——F+=-A=+—HIFEF
10. EE BERETHAE HBBSHFMAL
FEEEBAEMSE (E)

(o) EBERBETHRASHE (&)
P -
() MABREENARRAZEDITHAL -

ENSENARRATEST 2 HE ZUMREYENE
ERAZEAIREERARALEMBRARER 2K
IRFME M HEAAEE -

tRBIHRRATEET M IR REEEARAES
Z R E -

FER BEEERESIRERECMNHE 2ZH (ZF
Z—F ) o

FRNAKRERERNEESINHSERRENALEE
KR MARREE 2 RENERBERME(ZF 5
m) o

/AN

(b) EEBSFHALHME

FAZAERSFMALEBEARRZ=Z4(ZF =~
FZREF(REZHMERN EX 2P 20T RER) -
ERFAEESBTHE (ZCEZ—F MEB) =T M
AL ZBEFBHOT

RMB’000 RMB'000

ARMEFT ANRE T

Salaries, allowances and benefits in kind e 2HRENER 495 414
Discretionary bonus RBTEL 194 569
Retirement benefit scheme contributions RNEFIFT IR 19 12
708 995

£ &0
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

10. EMOLUMENTS OF DIRECTORS, CHIEF EXECUTIVE,
FIVE HIGHEST PAID INDIVIDUALS AND SENIOR
MANAGEMENT (CONTINUED)

(b) Five highest paid individuals’ emoluments (continued)

The emoluments of the non-director highest paid individuals are
within the following band:

e SRR (&)

BEr—F-——F+-A=+—HIFEF

10, E5 BSTBRAE HEESHFMAL
FREEEEAEME ()

(b) ZEBSFMALHE (H)
HEFZESFMALIMENFUTHE

Nil to HK$1,000,000 £ %1,000,0007 70

During the year, no emoluments were paid by the Group to any of
the five highest paid individuals as an inducement to join or upon
joining the Group, or as compensation for loss of office (2021: Nil).

(c) Senior management’'s emoluments

The number of senior management (excluding the directors of the Company)

whose remuneration fell within the following bands is as follows:

FR - AEERERATAZSEREEES HHA B
SEABMAREB SN IIANE B2 5E) - SEABH
BEE(CE-—F &) o

(c) EEBEEAEME
MeNTATHEz aEEEAE (TEEARAESE)
2B

Nil to HK$1,000,000 £ 1,000,000/ 7

11. INCOME TAX EXPENSE

11. FEHHEX

RMB'000 RMB'000
AREFT AREFL
Current tax expense EHRERX
— PRC Enterprise Income Tax (“EIT") —hEMNEREH ((LEMEH]) 4,643 4,478
— Over-provision of income tax expense in the prior year —BAFERBREMGHAT - (1,555)
Deferred tax credit BEHBER
— The origination and reversal of temporary differences (Note 25)  — A4 Jo R 2 A% =48 (i 725) (¢8) (1,130)
Income tax expense FiEERx 4,575 1,793

The Group is subject to income tax on an entity basis on profits
arising in or derived from the jurisdictions in which members of the
Group are domiciled and operated.

Pursuant to the rules and regulations of the Cayman Islands and
the BVI, the Group is not subject to any income tax under these

jurisdictions during the year (2021: Nil).
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

11. INCOME TAX EXPENSE (CONTINUED)

No provision for income tax has been made for the subsidiaries
incorporated in Hong Kong as the subsidiaries did not have any
estimated assessable profits subject to Hong Kong Profits Tax during
the year (2021: Nil).

Under the Enterprise Income Tax Law of the PRC (the "EIT Law")
and the Implementatfion Regulation of the EIT Law, the subsidiaries
operatfing in the PRC are subject to the tax rate of 25% (2021: 25%)
on the estimated assessable profits during the year except for four
(2021: four) of the subsidiaries operating in the PRC which were
approved to be high and new technology enterprises (*HNTE").
Enterprise approved to be HNTE are entitled to enjoy a reduced
enterprise income tax rate of 15% (2021: 15%) and additional 50%
(2021: 50%) tax reduction (Tax Reduction) based on the eligible
research and development expenses with a validity period of three
years. The HNTE certificate needs to be renewed every three years
so as to enable the respective subsidiaries to enjoy the reduced tax
rate.

Income tax expense can be reconciled to the profit before income
tax as follows:

2022 ¥R =imksik

e SR MR (&)

BE-_F_—FL_A=1+—HULFE

11. FrE#iRx< (&)

RER - BREE LML Z M B A 7 I & E 6 AR
BRNSHR 2 G ERVEN - S ERZEHE QR
FHERER(ZT=—F &) -

BBEPECERSHE((REREBE]D REXMF
BOREMARA - RER - P BEEZH B A RAR
AR 8 A IR25% 2 B R M (—F — — 4+ 25%) -
HFARETELSMERMEX ((SHRWEHE]) <&
FOR(ZF_—F:OFE) RPREEZHEBRF R
EH’I\D EFERBHRMEEZCEAREZARREE

BREISH(ZEZ—F :15%)  URESERHFE
Fﬁi;ﬁ%ﬁiﬁlﬁo% ZEZ—F 1 50%) < BB R (B
HERRZD  BRHR=F SHRMEEZEEAS=F
HE USEHMNBRRATZARENHE -

P15 152 58 S 7T B Bk P A5 250 A1 A R AR 1 Bk

RMB’000 RMB'000

ARETFT ANRETFT

Profit before income tax BR BT S8 A 7 9,067 15,808

Tax calculated at the rates applicable to profitin the tox — ZFIBR BRI AERBER ZAEREFE 2B

jurisdiction concerned 3,469 4,579

Tax effect of concessionary tax rate BERE I HEYE (3.089) (3,500)
Tax effect of non-deductible expenses AMGHEI 2 RBT 2 2,122 1,681

Tax effect of non-taxable income BENFRAZHBRE = (11)

Tax reduction for research and development expenses MERLZHBRE (6,359) (4,612)

Tax effect of over-provision in prior year BEFEBERB L RBERE - (1,555)
Tax effect of tax losses not recognised ARRADEBELREZ 2 8,432 5211
Income tax expense R 4,575 1,793

The Group also has tax losses arising in the PRC of approximately
RMB79,722,000 (2021: RMB30,318,000) that will expire in one to five
years for offsetting against future taxable profits. Deferred tax assets
have not been recognised in respect of these losses as it is not
considered probable that taxable profits will be available against
which these tax losses can be utilised.

£ &0

AEBITRPEEENARKET9,722,000L (ZF = —
F: AR¥30,318,0007) 2 HIBEEE EHHEERE
AAREHEARERN &AM - BN —ERFRNER -
MR RAERAUEEEEERRT M AKEZERE
EiE AEETRBRLHSEERRAELETHIEEE -
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B IS M EBRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2022 BE—_F-_—F+_HA=+—HIFZF

12. DIVIDENDS 12. ®E

(a) Dividends payable to the owners of the Company attributable () BRNFELAEEAZETEFERE
to the year

RMB’000 RMB'000
ARETRT ARBTT

No final dividend proposed after the end of RBERRATERZRTERLBR 2 RBRE
the reporting period per ordinary share (ZEZ—F REEHRERZRNEREARI.0EL)
(2021: HK3.0 cents per ordinary share
proposed after the end of the reporting period) - 10,955

The final dividend proposed after the end of the reporting period has R EARERZRM 2 REPAR B I &R 345 B R E

not been recognised as a liability at the end of the reporting period. REBE-
(b) Dividends payable to the owners of the Company attributable (b) BREFFAATNEBAZLE-HMBREFERE R
to previous financial year, approved and paid during the year F it SRS
RMB'000 RMB'000
AREFT ARETFT
Final dividend in respect of the previous financial year, RE-FHREERNZRARE -
approved and paid during the year, of HK3.0 cents RERBELRL -
(2021: HK3.0 cents) per ordinary share BREBRIOBN(ZT=—F : GREBR3.0BM) 10,955 10,794
13. EARNINGS PER SHARE 13. ERER

The calculations of basic earnings per share are based on the SRENBNIIBERAGEES AEEERNZEFLHA
profit of approximately RMB4,492,000 (2021: RMB14,015,000) for the [ #4,492,0007Tc (ZZ = —% : AK%14,015,0007T)
year attributable to the owners of the Company and the weighted KERNDEITIRGD Z I0#E F 15 E427,500,0000% (==&
average of 427,500,000 (2021: 427,500,000) shares in issue during the — —% : 427,500,0000%) 5t & -

year.

Diluted earnings per share were same as the basic earnings per HAREBEE S —_Fg T -_—F+=-_RA=+—HI1

share as there were no dilutive potential ordinary shares in existence FEVWEAREREZTLEBE  WER#HERFH
during the years ended 31 December 2022 and 2021. BREARZFER -
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2022

14. PROPERTY, PLANT AND EQUIPMENT

2022 F 5§

=imksik

Br —F-_—Ff-_A=+—HIFEF

14. W% BEREE

e SR MR (&)

Furniture,
fixtures
Plant and and office Motor leasehold  Construction
Buildings machinery equipment vehicles  improvements in progress
BR - %ER
B¥ BER&S RAERE HENERE HBIR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTT ARBTT ARBTT ARBTT ARBTT ARBTT
Cost A
At 1 January 2021 RZE--F-f-H 49,316 44,509 6,028 5,627 1,630 132,060 239,170
Additions RE 4,484 7179 7,648 1,036 - 52,836 73,183
Addifion through the acquisition of FRRENBARRE (H30)
subsidiaries (Note 30) = = = = = 296 296
Transfer E2 2165 1,738 28 - - (4131) -
Disposal e (129) (1,248) (102) (37) - - (1,515)
At 31 December 2021 and RZE--E+-fA=+-BEK
1 January 2022 “Z-"f-f-H 55,837 52,178 13,802 6,626 1,630 181,061 311,134
Additions AE 454 2 2923 a7 i 40,753 45,596
Transfer a% 364 6,962 182 - - (7.,508) -
Disposal e 22) (330) @) - - - (354)
At 31 December 2022 R-E-ZE+ZA=1-A 56,633 59,782 16,905 7,043 1,707 214,306 356,376
Accumulated depreciation iR
At 1 January 2021 R-E--%-f-H 13,871 17,970 3,164 3,635 207 — 38,847
Charge for the year ERgi 4774 4352 1023 556 66 - 10,771
Elimination on disposal HERHH ) (382) 94) ;31) - - (516)
At 31 December 2021 and R-E_-F+-B=+-HEK
1 January 2022 “E--%#-f-H 18,638 21,940 4,001 4,160 273 - 49,102
Charge for the year EhgH 230 4769 1,801 604 7 - 9,729
Eliminafion on disposal it E R i @) (45) @2 - - - (51)
At 31 December 2022 RZBZZE+ZA=1-H 21,025 26,664 5,980 4764 347 - 58,780
Net carrying amount BERE
At 31 December 2022 RZBZZE+ZfA=1-H 35,608 33,118 10,925 2219 1,360 214,306 297,59
At 31 December 2021 RZE-—-%+-f=1-H 37,199 30,238 9,711 2,466 1,357 181,061 262,032
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

14. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

As at 31 December 2022, the Group's property, plant and equipment
with net carrying amount of approximately RMB30,803,000 (2021:
RMB32,134,000) and RMB2,861,000 (2021: RMB8,176,000) were
pledged for inferest-bearing bank borrowings and other borrowings,
respectively (Nofes 22 and 23).

The Group does not have the fitle certificates for certain items of
buildings with an aggregate net carrying amount of approximately
RMB9,696,000 (2021: RMB10,111,000) as at 31 December 2022. The
directors of the Company are of the opinion that the Group is
entitled to lawfully and validly occupy and use the above mentioned
properties and therefore the aforesaid matter does not affect the
ownership rights of the Group over these assets and hence did not
have any significant impact on the Group's consolidated financial
position as at 31 December 2022.

156 ANNUAL REPORT

e SRR (&)

BE_ZFE-_—F+_H=+—HIFE

14. W% - BERRE ()
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

e SR MR (&)

Br —F-_—Ff-_A=+—HIFEF

15. RIGHT-OF-USE ASSETS

15. EHEEE

Properties
and leasehold
lands in the PRC Machinery
REEZ
MERBELH Ha
RMB’000 RMB’000 RMB’000
AREFT AREFT ARETT
Cost A
Af 1 January 2021 R-T-_—F—H—H 98,632 10,903 109,535
Additions NE 8,098 12,903 21,001
Addition through the acquisition of subsidiaries % B U B H B 2 7R E (Hi730)

(Note 30) 54,485 - 54,485
Exchange alignment R (10) — (10)
Expiry of lease term HHEE R (1,638) — (1,638)
At 31 December 2021 and 1 January 2022 R=ZZE=—F+-A=+-ARk

—Z-"%#—A—H 159,567 23,806 183,373
Additions RE 344 — 344
Exchange alignment AL (362) — (362)
Expiry of lease term HEER 31 — 31
At 31 December 2022 R-B-_—f§+-B=+-H 159,580 23,806 183,386
Accumulated depreciation RIE
At 1 January 2021 RZZE=Z—F—H—H 8,260 — 8,260
Depreciation for the year FAME 4,172 — 4,172
Exchange alignment ERAHES (7) — (7)
Elimination on written-off 1 $H 05 8 (1,638) = (1,638)
At 31 December 2021 and 1 January 2022 RZZBZ—F+ZA=+—RAK

—E--F%—f—H 10,787 - 10,787
Depreciation for the year FERE 4,416 — 4,414
Exchange alignment L 20 — 20
Elimination on expiry of lease term 18 50 i o e 4 8 (362) = (362)
At 31 December 2022 R-B--_§+-A=1+-H 14,861 - 14,861
Net carrying amount REFE
At 31 December 2022 R-B-_—f§+-B=+-H 144,719 23,806 168,525
At 31 December 2021 RZE-—F+=-A=1+—H 148,780 23,806 172,586

£ &0

ANNUAL REPORT 157




=intaik 2022 F 1§

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

15. RIGHT-OF-USE ASSETS (CONTINUED)

As at 31 December 2022 and 2021, the recognised right-of-use assets
relate to the following types of assets:

e SRR (&)

BEr—F-——F+-A=+—HIFEF

15. EHEEE (&)

RZZBEZZFR-_FE-_—F+-_A=+—H BE¥ERE
AEEEALTEINEESH -

RMB’000 RMB'000

AEETT ARETFL

Leasehold lands in the PRC RABEZHE LT 138,060 141,272
Properties ES 6,659 7,508
Machinery e 23,806 23,806
Net carrying amount REFE 168,525 172,586

As at 31 December 2022, the Group's right-of-use assets with
net carrying amount of approximately RMB81,733,000 (2021:
RMB84,096,000) were pledged for interest-bearing bank borrowings
(Note 22).

The leasehold lands in the PRC will be expired on 8 August 2044, 30
June 2052, 24 December 2064, 7 June 2068 and 30 July 2071 (2021:
8 August 2044, 30 June 2052, 24 December 2064 and 7 June 2068),
respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

16. INVESTMENT IN SUBSIDIARIES — THE COMPANY

As at 31 December 2022 and 2021, the Company has direct and
indirect interests in the following principal subsidiaries, all of which
are companies with limited liability. The particulars of which are set
out as follows:

2022 ¥R =imksik

e SR MR (&)

Br —F-_—Ff-_A=+—HIFEF

16. RBB AR 2RE — XL FH
RZBZZFRZIZB-_—F+ZA=+—8 A R
TIHEEHBEBAR (MRERAR) HEEE REES
=@ ERFEHBEINT

2

L
T

LE

Particulars of
issued and fully

Place and date of paid-up share Attributable equity Principal activities and place of

Name of subsidiaries incorporation/establishment capital interest of the Group operation

ERTRAR
WEAR LM ML, B B R B RARE AEBESGRE TEXBRERLHY
2022 2021
—E-CE —2-_—F

Directly held:

EERE:

Olive Woods Investments Limited  The BVI, 12 December 2017 US$1 100% 100% Investment holding

EBELHES (S REZKR
“Z—+E+ZAtZH
Integrity Knights Group Limited The BVI, 25 April 2018 Us$100 100% 100% Investment holding
FERERRAF RRERHS 100% 7 REZR
“Z-\FMA=t+HA

Indirectly held:

BEEs:

Guangdong Sanvo Chemical The PRC, 9 April 2002 RMB10,300,000 100% 100% Researching, developing, manufacturing
Industry Technology Limited* and sales of chemical products in the
(Note (b)) PRC

BER=FAIRERAERRH mE —ZZ-FMANA AR#10,300,0007C RPEHRT  F% HERHEELSER
(Fi7E (b))

Guangdong Fuvo Industrial Co.,  The PRC, 28 October 2001 RMB1,380,000 100% 100% Researching, developing, manufacturing

Limited* (Note (a))

ERENEXERAA (M) B —TE-F+A-+t/AR AR%1,380,0007

Guangdong Shunde Sanvo The PRC, 20 March 2003 RMB10,380,000
Chemical Industry Technology
Limited* (Note (b))

BRIBE=MIERAR (MEb) B —TFT=F=A=+H AR¥10,380,0007c

and sales of chemical products in the
PRC
RPEHRT  F% HERHEELSER

100% 100% Researching, developing, manufacturing
and sales of chemical products in the
PRC
RPEHE FE RERHECZER
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B IS M EBRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2022 BE—_F-_—F+=—A=+—HIFE
16. INVESTMENT IN SUBSIDIARIES — THE COMPANY 16. RMIBARIZ2RE — A A 7 (&)
(CONTINUED)

Particulars of
issued and fully

Place and date of paid-up share Attributable equity Principal activities and place of
Name of subsidiaries incorporation/establishment capital interest of the Group operation
BORME
WEARAR FEMASL, B B R A RAFE AEEEERE TEEBREELE
2022 2021

—E-CE —E-_—fF

Zhongshan Minhe The PRC, 24 January 2013 RMB48,830,000 100% 100% Manufacturing and sales of chemical
Chemical Industry Technology products in the PRC
Limited* (Note (a))
FILRMEIREER AR (HE(a) #EB —T—=F—A=-1MA ARK%48830,0007C RO BESERHECEER
Guangdong Sanvo The PRC, 2 June 2000 RMB22,864,000 100% 100% Researching, developing, manufacturing
Holdings Co., Limited* (Note (b)) and sales of chemical products in the
PRC
ER=MEZERAER R (K (b)) mE —ZZTERA-H AR%22,864,0007T ROERE FE RERHECSER
Dechem Chemicals (Henan) The PRC, 27 December 2019 RMB7,890,000 100% 100% Researching, developing, manufacturing
Limited* (“Dechem Henan") (2021: (Note 30) (Note 30) and sales of chemical products in the
(Note (a)) RMB7,890,000) PRC
BRI (CE)BRAR HE - ZE-NF AR #%7,890,0007T (Ff=E30) (5230) RAPEHE BE REREELSER
([ )) (Fi(a) +=A=t+A (ZB=—F:
AK#7,890,0007)
American Sanvo Chemical Hong Kong, 25 May 2018 HK$10,000 100% 100% Investment holding and frading of
Technology Holdings Limited chemical products in Hong Kong
FE=MINREBERAR B - \FEA-TAH 10,0007 7 REBREREERRCIERES
Notes: B &t
(a)  These entities are wholly-owned foreign enterprises established in the () ZEBERARPEKZOHIEBEECE -
PRC.
(b)  These entities are limited liability companies established in the PRC. (b) ZEEBRARPERIMNARELR
* The English names of the companies established in the PRC represent * ARZERPBERIOAR T EAMECEE  ZSEQFH
management’s tfranslation of the Chinese names of such companies as RXEBIHEEERBERCEZBEERMGE -

no English names have been registered.
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B IS MR (B)

STATEMENTS (CONTINUED)

For the year ended 31 December 2022 BE—_FE_—F+_A=+—HIFFE

17. TRADE AND BILLS RECEIVABLES, OTHER RECEIVABLES 17.
AND PREPAYMENTS

BEZREERUFE HMBWRERAE
RS

RMB'000 RMB'000
ARETT ARKTT

Non-current portion ERBHS
Prepayments for acquisition of property, plant and W% - BB Rk 2 BT HE (B EE()
equipment (Note (i)) 8,271 8,535
Current portion REHD
Trade receivables B 5 WG 50,544 59,157
Less: Impairment loss B OREER (2,836) (3.673)
47,710 55,484
Bills receivables SBREWRFIE 6,512 1,327
Trade and bills receivables, net BOREERNFIEFE 54,222 56,811
Other receivables (Note (i) A R 2R (W3 i) 28,529 23,604
Prepayments (Note (iii)) AR (B2 (i) 21,170 16,939
103,921 97,354
Notes: WS

(i) It represents the amount prepaid to vendors for acquisition of property, (i)
plant and equipment which was not yet delivered as at the end of each
reporting date.

(ii) The Group was intending to expand its market reach to Central (ii)
China in the future, concerning the growth in domestic provinces and
geographical advantage in logistic arrangements with distributors in
Eastern China, Northwest and Northeast China.

On 6 January 2020, the Group entered into a non-binding memorandum
of understanding (“MOU") with Mr. Jack Chan, an independent third
party. Mr. Jack Chan has conducted foreign trading activities in China
for many years, with extensive knowledge and networking channels
across different provinces in China.

£ &0

HENEREAEREHREBRRINDE  BERRFEAE
HENZE®E -

ZEHANEHAMEE - MARSER - FEFEILBREL
WO WERTORRIE B ES  REBBARA R
BB -

RZTZTF—ANA  AEBEBEBFLE=7Jack Chan
SEVENR D ZRBESE ((RRESEZ]) - Jack
Chant A ERFEETHIINEZEHZF  HPETRE
NEBRERH  MERETBHIESE -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

17. TRADE AND BILLS RECEIVABLES, OTHER RECEIVABLES
AND PREPAYMENTS (CONTINUED)

Notes:(continued)

(ii) (continued)

Pursuant to the MOU, Mr. Jack Chan will deliver to the Group industrial
land (land use rights) located in an authorised industrial park in
Central China which is suitable for the manufacturing of chemical

related products (the "Transaction”). Mr. Jack Chan will i) conduct
the necessary negotiation and lobbying work; ii) seek for preferential
policies (i.e. tax concession, foreign investment policy); iii) coordinate

with all relevant authorities o complete application procedures; and iv)
obtain any relevant approvals. Upon completion, the land use rights will
be delivered by way of set up in a wholly-owned foreign entity (“WOFE")
structure. Correspondingly, the Group agrees to provide repayable
short-term financial advancement (“Short-term Advancement”) to
Mr. Jack Chan to support the Transaction (i.e. land use rights deposit
payments, preliminary land adjustment construction work and etc.).
The Short-term Advancement amount will be deducted against the
seftlement amount of the Transaction upon completion. The Group has
the right to i) terminate the MOU at any time before Mr. Jack Chan
obtains the land use rights and demand for repayment of all Short-
term Advancement made; ii) take over the ownership of the WOFE
and the entitlement for all payments/deposits made to the relevant
authorities in the event Mr. Jack Chan is unable to repay the Short-term
Advancement; and iii) subject to the legal and financial due diligence
and after the issuance of the land use rights certification, the Group will
enter into an official sales and purchase agreement with Mr. Jack Chan.

During the year ended 31 December 2020, the Group had conducted
onsite due diligence works, including but not limited to, covering
site visits, feasibility studies, documentation audit (i.e. official invoice
and receipts, bank supporting documents for payments made to the
relevant authorities for the land use rights), interviews and discussions
with the relevant authorities, and provided Short-term Advancement of
RMB52,000,000 to Mr. Jack Chan in total. The controlling shareholder,
Mr. Ernest Chen (chairman of the Board and executive director) has
provided personal guarantee for the Short-ferm Advancement (Note
29(b)).

During the year ended 31 December 2021, the Group had provided
additional Short-term Advancement of RMB3,000,000 to Mr. Jack Chan.
On 28 October 2021, Integrity Knights Group Limited, a wholly-owned
subsidiary of the Company entered into a provisional sale and purchase
agreement with Mr. Jack Chan, to acquire the land use right through
acquisition of subsidiaries at a consideration of RMB55,000,000. Please
refer fo Note 30 for more information.

As at 31 December 2022, the other receivables mainly included
receivables related to staff's housing allowance and social
insurance payment in advance to local authorities of approximately
RMB915,000 (2021: RMB963,000), deposit to financial institutions
related to other borrowings of approximately RMB2,704,000 (2021:
RMB4,133,000), Government subsidy of approximately RMB3,885,000
(2021: RMB3,885,000), deposit of business operation such as internet
sales platform and in amount of approximately RMB4,878,000 (2021:
1,590,000) and value-added tax of approximately RMB10,204,000 (2021:
RMB9,317,000).
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57008 (&)

MHaE ()
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RHBARCEERTRERZRSGERSERNM - A&
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

e SR MR (&)

For the year ended 31 December 2022 #tr= —ELfZA=F—HIFE

17. TRADE AND BILLS RECEIVABLES, OTHER RECEIVABLES 17. ESREBEWRIE HMERFERTE
AND PREPAYMENTS (CONTINUED) 53| (&)

Notes:(continued) MisE - (%)

(i) Prepayments for purchase of raw materials amounting to approximately (i) BERMBZEMNZREHARIE7,995000T (ZF = —

RMB7,995,000 (2021: RMB6.409,000) are included in prepayments.
The remaining amount of approximately RMB13,175,000 (2021:

F: ARM6,409,0000L) st ABNRE - BBEHARE
13,175,0007C (=T = —%F : AR¥10,530,0007t) x Z /%
RMB10,530,000) are mainly prepayments for the supplier services to BAEEREES s HEREREENRIE

support the Group's ordinary business.

P A 8 5 & S48 FE MR DA B T8 A 30038 e EL b 8 ISR
Ao BHER —FARE KRR

All of the trade and bills receivables and current porfion of
prepayments and other receivables are expected to be recovered IER
or recognised as expense within one year.

The credit period for trade receivables is normally 180 days (2021:
180 days) from the date of billing for the year. The ageing analysis of
frade and bills receivables based on due date and net of allowance

180H) °

RAFEE BEHEWRBZEEH —RARE
1808 (T = —4:

B It

TREINBEBAEEE
REBARMNKEREBEREER 285 REBREEK

for impairment loss, is as follows: THBREE DA -
RMB’000 RMB'000
AREFT ARE T
Not yet past due R 52,870 56,167
Within 1 month past due BH—EAR 310 196
Over 1 month but within 3 months past due aEEA—EABRIR=A 47 106
Over 3 months but within 1 year past due AEMBA=EARIR—F 299 342
Over 1 year past due BEBRA—F 696 —
54,222 56,811
Details of impairment assessment of trade receivables for the year FRAREFHEWRIBEETZRETE ZF B ST
are set out in Note 32(b). 32(b) -
18. INVENTORIES 18. #8

RMB’000 RMB'000

ABEFT ARE T

Raw materials R# 38,067 42,422
Work in progress R @ 8,979 9,109
Finished goods R m 41,652 45,831
88,698 97,362
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

19. PLEDGED BANK DEPOSITS AND CASH AND CASH
EQUIVALENTS

Cash and cash equivalents represents cash at banks and cash on
hand.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. The bank balances are deposited with creditworthy
banks with no recent history of default.

As at 31 December 2022, the Group's cash and cash equivalents
were denominated in RMB amounted to approximately
RMB87,975,000 (2021: RMB14,302,000) and were kept in the PRC. RMB
is not freely convertible into other currencies and the remittance of
funds out of the PRC is subject to exchange restrictions imposed by
the PRC Government.

As at 31 December 2022, the Group's bank deposits of
approximately RMB29,049,000 (2021: RMB59,316,000) were pledged
for the issues of bills payables for the Group's purchases of raw
materials (Note 20).

As at 31 December 2022, the Group's bank deposit of RMB2,300,000
(2021: RMB2,300,000) was also pledged for guarantee to complete
the constfruction work within a scheduled fime table for the leasehold
land acquired in prior year. The Group would be subject to penalty
if the Group failed to fulfill the scheduled deadline. In the opinion of
the directors of the Company, there is no delay on the construction
work and no provision for penalty was required to be made in the
consolidated financial statements.

The pledged bank deposits and bank balances carry interests at
market rate ranging as follows per annum:

e SRR (&)

Br T - —Ff-_A=+—HIFEF
19. EEHBAERURRSRRESEEY
ReRReEEWRBRITERLFTEES -

RITASBVRBESARTERNEHE ZF B A BRI
ME - RITEBRTFREER F T HER O ZRTT -

KRB —F+-_A=Z+—HB AEBEUAREE
DRIK B ANREES7,975000 (ZE = —F: AR
14,302,00070) 2 R& MBS SEBWHERAFE - A
REEFIEALAEMEYE MYFEELESEZH
BT E I 2 SNEE B FTAR IR o

R-_ZE-_—_F+-_A=+—B KEEBHARYE
29,049,0007T (=T = —4 : AR¥59,316,0007T) 2 iR
TERERAEEEE R 2 B R ERE (M
F£20) o

RZEBE-_—F+_A=+—08 A%E£EAR¥2,300,000
T (ZZT=——F: AR¥2,300,0005t) 2 BITFRME
EH ERRBEERNHEAATKATFERG 2 HE LM
IRETREZER - WMARERENTETE HARATHKE
4 PIREEEIR c ARREERA  BRIBIWELER -
B AR GRS WIS R E & R -

BEEARTERRRITERZTISNETE - FREMN
T

BEARTER
RITER

Pledged bank deposits
Bank balances

1.35% 1.35%
0.00% toZ 0.00% to%
0.30% 0.30%
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B IS MR (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2022 BE—_FE_—F+_A=+—HIFFE

20. TRADE AND BILLS PAYABLES, ACCRUALS, CONTRACT 20. ESREBENRE EXEH 448
LIABILITIES AND OTHER PAYABLES BREMENSFIE

RMB’000 RMB'000
ARETT ARKTT

Trade payables (Nofe (i) B 5 AT iz () 118,944 133,946
Bills payables (Note (ii)) S5 e R (B EE (i) 63,539 70,227
Accrued expenses EAFX 1,577 2,051
Accrued employee benefit expenses EitEERAAX 22,688 19,602
Deferred income current portion (Note 24) BB — B (FizF24) 38 38
Contract liabilities (Note (iii)) AR 8 & (P (i) 43,459 11,682
Other payables (Note (iv)) H fto FE 5 538 (RT3 (iv)) 53,927 30,117
Provision of sales discounts (Note (v)) RS (FEE(v) 8,315 6,525
312,487 274,188
Notes: FIRE <
(i) The credit period granted from suppliers of the Group is ranging from (i) FAXREBHEFAREZEEHNFI0E0R (T = —
30 to 90 days (2021: 30 to 90 days) for the year. The ageing analysis of F:30290R) - RERAHZEFENFREBERESTOT:

tfrade payables based on invoice date is as follows:

RMB’000 RMB’000
AREFT ABRKETFT

Within 1 month —@AA 109,874 123,792
Over 1 month but less than 3 months Be—@EABRLR=A 3,998 9,196
Over 3 months but less than 1 year BBA=EABIN—F 1,818 103
Over 1 year HBiA—F 3,254 855

118,944 133,946
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

20. TRADE AND BILLS PAYABLES, ACCRUALS, CONTRACT
LIABILITIES AND OTHER PAYABLES (CONTINUED)

Notes: (continued)

(ii) At 31 December 2022, bills payables of approximately RMBé63,53%9,000
(2021: RMB70,227,000) were secured by pledged bank deposits (Note
19).

(iii) Contract liabilities represent billings in advance of performance in
regarding the sales of hardware and building materials and automotive
maintenance industrial chemical products.

When the Group receives a deposit before the products are delivered
to the customers, this will give rise to contract liabilities at the start of a
contract, until revenue recognised exceeds the amount of the deposit.
The Group typically receives full deposit on acceptance of orders for all
customers, except for the major customer. In previous years, the amount
of the deposit, if any, was negotiated on a case by case basis with
customers.

The following table shows the opening and closing balances of confract
liabilities for each reporting period and how much of the revenue
recognised during each reporting period relates to carried-forward
confract liabilities:

e SRR (&)

BEr—F-——F+-A=+—HIFEF

20. ESRFEBEENNE EFER 6408
BREMENRE R

BEE - ()

(i) M-FB--_F+-A=+—H HARK63539,000L2F
RENHE(ZF=—F : AKW¥70,227,0007T) @ B HEHF R
T HAERER (HF19) -

(i) AHBEENRHERSEVMURTEEECTERRELRN
TE ST B2 FROR -

EARERERRNTEPIKBZESE  ILBEEREH
RIEREEANEE EZEHRAUREBRERESE K
BERP I ARE-RABIMETP 2T ERBRERR
ToRNBEFE ReBWH) DRENELERRTFLE
PREE -

TRIFNEREHENABZBNRPAREHRARNER
SHERBRAEEAGNEEZHARE

RMB’000 RMB'000

AREFT ARETFT

At the beginning of the year RE 11,682 10,462

At the end of the year REXR 43,459 11,682
Revenue recognised that was included in the confract liability — sFAEHMADEBES 2 BBEAMNE

balance at the beginning of the year 10,573 9,494

Contract liabilities have increased by approximately RMB31,778,000
(2021: RMB1,220,000) which was due to increase in customers’ deposits.

(iv) As at 31 December 2022, balance of approximately RMBS5,000,000
(2021: Nil) included in other payables, represented the amount due to a
director, Mr. Ernest Chen. The amount was non-trade in nature, interest-
free, unsecured and repayable on demand. In addition, balance of
approximately RMB17,914,000 (2021: RMB11,107,000) included in other
payables, represented the amount payable for value-added tax in the
PRC.

(v) Sales discounts are offered to the customers when the customers meet
the predetermined annual sales target. The customers can utilise these
sales discounts from future purchases from the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B IS MR (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2022 BHE_F_-_—F+_HA=+—HIFZF

21. LEASE LIABILITIES 21. HEAE

The following table shows the remaining contractual matures of the TRERNAEEHEEERNAFENBEFERZT
Group's lease liabilities at the end of current and prior years: BRENTFHE -

RMB'000 RMB'000
ARETRT ARETT

Total minimum lease payments REHEFIEAE
Within one year —FR 8,260 8,505
Within a period of over one year but within two years BRE-FETZRRFHERN 2,429 8,068
Within a period of over two years but within five years BBAMEETLZRAFHER 3,452 4,689
Within a period of over five years ZRAFHREA 12,861 14,005
27,002 35,267
Less: fotal future interest expenses B ARFIBBRY (9,201) (10,569)
Present value of lease liabilities HEAERE 17,801 24,698
Less: portion classified as current liabilities B AEARBAEIHD (7.369) (7.127)
Non-current liabilities e EE 10,432 17,571

The following amounts relating to leases were recognised in the REA U TEBHEZREECRERABRERER
consolidated profit or loss during the year:

RMB'000 RMB'000
ARETT ARETT

Depreciation charge of right-of-use assets (Note 15) FREEECMERS (15 4416 4,172
Interest expenses included in finance costs (Note 8) SABERARZF EFAS (M :E8) 1,394 1,343

Expense relating fo short-term leases EHAERERX GtATEHRAR)
(included in administrative expenses) 1,652 1,402
7,462 6,917

The total financing cash outflow for right-of-use assets during the FRAZERAREEZRERSTEEEOAEARE
year was approximately RMB10,298,000 (2021: RMB8,697,000). 10,298,0007T (= E = —4% : AK%8,697,0007T) °

£ &0
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

22. INTEREST-BEARING BANK BORROWINGS

e SRR (&)

BE_ZFE-_—F+_H=+—HIFE

22. FFEHRITHERN

RMB’000 RMB'000
ARETT AREFT

Current T
Interest-bearing bank borrowings — secured (Note) FTERITER — BEM () 109,772 74,676
Interest-bearing bank borrowings — unsecured [Note) FERTER — EER (M) 31,600 1,200
141,372 75,876
Non-current R
Interest-bearing bank borrowings — secured (Note) FTERITER — BEM () 64,517 59,696
Interest-bearing bank borrowings — unsecured [Note) HERTER — EER (M) 16,600 13,700
81,117 73,396
222,489 149,272

Note: As at 31 December 2022, interest was charged in the range of 3.80% to
6.32% (2021: 3.80% to 6.37%) per annum.

At 31 December 2022 and 2021, total current and non-current
interest-bearing bank borrowings were scheduled to be repaid as

M RZE-—F+ZA=+—8 FHENF3.80%%6.32% (=
T4 380%E6.37%) °

TR CERT-F+-A=1+—RB RBKE

MEET RIRITIE KA BRAMT

follows:

RMB’000 RMB'000

ARKEFT AREF

Within one year —ER 141,372 75,876
Within a period of over one year but within two years LZR—ERAEZRRERRA 25,508 10,108
Within a period of over two years but within five years LZRMEBTIERAFHEA 26,723 39,223
Within a period of over five years LZRAFHER 28,886 24,065
222,489 149,272
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

22. INTEREST-BEARING BANK BORROWINGS
(CONTINUED)

At the end of each reporting period, the Group's interest-bearing
bank borrowings were secured by the following assets:

2022 ¥R =imksik

e SR MR (&)

Br —F-_—Ff-_A=+—HIFEF

22. FHEBTERE)

RERESHR  AEBEZFEBRITERATIEEER
-

RMB’000 RMB'000

AREFT AREFL

Property, plant and equipment (Note 14) ER N ECACED) 30,803 32,134
Right-of-use assets (Note 15) EREEE (HE15) 81,733 84,096

As at 31 December 2022 and 2021, all the Group's interest-bearing
bank borrowings were also guaranteed by certain subsidiaries of the
Company.

23. OTHER BORROWINGS

RZE-_—_FR-_F-_—F+-_A=+—H8 ' xE£E8Z
SFERITERTEARRAZE THB A RMELER -

23. HMER

RMB’000 RMB’000
AEETFT AREFT
Current B

Other borrowings — secured (Note) Hftnfd 5 — BHEM (i 3E) 3,583 12,750

Non-current FEEE
Other borrowings — secured (Note) Hinfam — E#A () = 11,000
3,583 23,750

Note: As at 31 December 2022, interest is charged at 6.45% (2021: 6.45%) per M R Z—FF+A=1+—8 RFNERA4% (=T

annum.

T 6.45%)FH B -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

23. OTHER BORROWINGS (CONTINUED)

In September 2020, the Group entered into agreements with
financing companies, independent third parties, pursuant to
which the Group has agreed to transfer the ownerships of certain
machineries (the “Machineries”) to the financing companies
as disclosed in Notfte 14, at an aggregated consideration of
approximately RMB38,331,000 and lease back the Machineries
for a period of 3 years, subject to the terms and conditions of the
agreements. The financing companies will return the ownerships
of the Machineries to the Group upon the completion of the
fransactions. In the opinion of the directors of the Company, despite
the agreements involve a legal form of a lease, the transfer of legal
fitle of Machineries does not satisfy the requirement of IFRS 15 to be
accounted for as a sale of the Machineries and hence, the Group
accounted for the proceeds received as collateralised loans.

At 31 December 2022, total current and non-current other
borrowings were scheduled to be repaid as follows:

e SRR (&)

BEr—F-——F+-A=+—HIFEF

23. HftbfEX (&)

R-Z_ZFNA AEEEMBERF BLE=7)
RN Z AW - B M4 ERE - AEEER
ERETHS ((RERED 2 AERERTRENE
A ARELNRARHES8,331,000T - HEERZE
ez RERE  ERXRZFMEZ FRRIRERR - %
EMBRABRZERHTRRAAEEREZ S
MBI ARREERR  BERSHE S IEE
FAZHEE  HEEZERB[ 2 EREBERLTINAR
R BHRERNBISH ZREAARIEHEZSTH
7 0 EUE - NEEFATIRE 2 IS RIBARRIIER IR E

2
A °

=
2

R_ZE-_—_F#+-_A=+—H

REE BRI ¢

B R IE R E A R

RMB’000 RMB'000

ARETT AR T

Within one year —£R 3,583 12,750
Within a period of over one year but within two years BE—FRTZRMEHER - 11,000
3,583 23,750

At the end of each reporting period, the Group’s other borrowings
were secured by the following assefts:

RERERR - AEEZ HtERB T I EEFRIER

RMB’000 RMB'000
ABETT AREFT
Property, plant and equipment (Note 14) WE - BB RS (HE14) 2,861 8,176

As at 31 December 2022, all the Group's other borrowings were
guaranteed by certain subsidiaries of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

24. DEFERRED INCOME

2022 ¥R =imksik

e SR MR (&)

Br —F-_—Ff-_A=+—HIFEF

24. JEFEW A

RMB’000 RMB'000
AREETFT AREFL

Government subsidy arising from the acquisition of leasehold EAXBREREEE TR BRT R
land in the PRC 5,532 5,570

Represented by: LEF

Current portion (Note 20) mEhE > (K3 20) 38 38
Non-current portion ERBHD 5,494 5,532
5,532 5,570

The Group has land use right in respect of a piece of leasehold land
in the PRC, included in right-of-use assefs, for building a new factory
in Zhongshan City. Zhongshan City government provided subsidy
as a reward when Zhongshan Minhe Chemical Industry Technology
Limited, a subsidiary of the Company, completed the filling work
on the land within 12 months after the commencement date of the
lease. The filling work was completed as scheduled and the Group
received the subsidy of approximately RMB1,914,000 in prior years.

During the year ended 31 December 2021, the Group also acquired
land use right in respect of a piece of leasehold land in the PRC,
included in right-of-use assets, for building a new factory in Puyang
City, through acquisition of subsidiaries (Note 30). Puyang City
government provided subsidy as a reward when the piece of
leasehold land was fully paid. The payment of the leasehold land
was settled as scheduled and the Group included the subsidy
receivable of approximately RMB3,885,000 in other receivables as at
31 December 2021.

Deferred income is amortised over the lease term of the above
leasehold land and recognised in the consolidated profit or loss.

£ &0

AEBPNGE—REAET HER LIOERE GIALD
BEEED) NEPUTERFTEE - AREZH B
RAFUTERMME TR BR QA REERI2ME AR
FERCRZ M b2 PR TAZRG - o LU T RO 2 1 4 B R 22
B ZFBIBRMMTK  AEERBEFEDHIY
ANR¥1,914,0007T 2 7 B ©

WEE-_Z-—F+-_F=+—HILFE AEETE
BUT AT N F UK P B — 3R R E b > 4 AR (BT
ANEREREE)  LWEEBMERFBE (H:E30) - »
HETWHRBERHZMNE  EETMBUTIREBES
HE o HETHRBERTELE  AEER T = —
FHZA=+—BBZEEKEML ARY3,885000
Tort A e U 5RO -

BELEWAR ERBET 2 HERRNEE - INEAE

ANNUAL REPORT 171




=imksik 2022 ¥R

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

For the year ended 31 December 2022 BE —_FE_—F+_HA=+—HIFFE

25. DEFERRED TAX ASSETS/(LIABILITIES) 25 EEREEE(BFE)

Details of the deferred tax assets/(liabilities) recognised and FRERRBELHIBEE, (AR REFSHZFBOT:
movements during the year are as follows:

Deferred tax assets EEHEEE
Credit
loss
allowance
B8
BiEERE
RMB’'000
AR TT
At 1 January 2021 RZZE=Z—F—H—H 138
Credited to consolidated profit or loss for the year FAFEARLZ A B (FE1)
(Note 11) 413
At 31 December 2021 and 1 January 2022 R-_EBE-_—F+-_A=+—8x&k
—E-_—_F#—HF—H 551
Debited to consolidated profit or loss for the year RERERE Bk (FEE11)
(Note 11) (49)
At 31 December 2022 R=—FB-_—_F+=-HA=+—H 502
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

25. DEFERRED TAX ASSETS/(LIABILITIES) (CONTINUED)

Deferred tax liabilities

2022 F£ 3

=imksik

e SR MR (&)

BE-_F_—FL_A=1+—HULFE

25. EEBEEE (AF) (&)

EEB R E

Revaluation

surplus
arising from

business
combinations

Accelerated
tax
depreciation

BEH
A EER
EfRBH%  NEABERE
RMB’000 RMB’000 RMB’000
AE¥FT AREFT AREFT
At 1 January 2021 R-ZE-—F—F—H (3,172) (318) (3.490)
Credited to consolidated profit or loss for the year FAFREGZA R ()
(Note 11) 705 12 77
At 31 December 2021 and 1 January 2022 R-BE-_—F+-A=+—H8FK
—®--#—F-H (2,467) (306) (2,773)
Credited to consolidated profit or loss for the year FAFEREEBR (M)
(Note 11) 107 10 17
At 31 December 2022 —=5+=A=1-§ (2,360) (296) (2,656)
Pursuant to the EIT Law, 10% withholding tax is imposed on dividends BELCEMESH L BT NF—A—B#£ RN

declared in respect of profits earned from 1 January 2008 onwards to
non-PRC tax resident investors for the companies established in the
PRC. As at 31 December 2022 and 2021, all the PRC subsidiaries are
directly or indirectly held by non-PRC tax resident investors. As such,
temporary withholding tax differences relating fo the undistributed
profits of the PRC subsidiaries amounted to approximately
RMB213,700,000 (2021: RMB187,978,000) as at 31 December 2022.

As at 31 December 2022, deferred tax liabilities of approximately
RMB21,370,000 (2021: RMB18,798,000) have not been recognised in
respect of the tax that would be payable on the distribution of these
retfained earnings, as the Company is in a position fo confrol the
dividend policy of the PRC subsidiaries and it has been determined
that it is probable that undistributed profits of the PRC subsidiaries
will not be distributed in the foreseeable future.

£ &0

FEKZZ AR EMNAEFEREERSTIR 2K
BASMORTEHNHR R E-_—_FN_T-—F+—
A=+—8 e+t ENBEARYRIFTFERBEER
REEERSIHERE B RZE=Z=_F+=A4
=+—H E@ATEMBARRY KRG 2 ERETEN
TEBEH A ARK213,700,000C (ZE-—F: ARK
187,978,0007T) °

R-Z-—F+-A=+t—H BEHBEEBHARE
21,370,0007L (- F = —4F : ARK#18,798,0007T) i A
HRORZERBANMAMN 2 HIAER  REAKSAR

AR MEHITRMB AR ZREHE BERERAR
HE R IRP BB QR 2 R IREN 2 AT R IETK o
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M BRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2022 BE-—_FE-——Ff-HA=+—HIFFEF
26. SHARE CAPITAL 26, B
Number of Share
shares capital
ROE B
RMB’000
ARETFT
Ordinary shares of HK$0.01 each FREAER.01BT
Authorised: ETE
At 1 January 2021, 31 December 2021, 1 January 2022 and R=ZB--f-f—H Z“B--F+-A=+-8"
31 December 2022 —E_—_f5-f-HER=-ZE--§+-A=1+-H 1,500,000,000 13,387
Issued and fully paid: BEARAR
At 1 January 2021, 31 December 2021, 1 January 2022 and 31 R-ZE--§-A-B --B-—-%+-B=+—-H"
December 2022 —E__5¥-B-HBER=-Z-_§+-H=1+-H 427,500,000 3,792
* Less than RMB1,000 * DR ARET,0007T
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

e SR MR (&)

Br —F-_—Ff-_A=+—HIFEF

27. RESERVES

27. #E

ERASEREED  HBEANGEREEDR -FH
ARRIFEEES ZFBHIWT

Details of the movements on the Group's reserves are as set out

Bl

in the consolidated statement of changes in equity. Details of the

movements on the Company’s reserves are set out as below:

Share Capital Translation  Accumulated
premium reserve reserve losses
R4ARE eN:1 ERGE RiTER
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000
AREFT ARETT AE¥TFT AR¥TT ARETT
Balance at 1 January 2021 RoB-—F-F-BriH 86,726 33,184 (4,341) (27,420) 88,149
Loss for the year FRER — — — (5,404) (5,404)
Other comprehensive loss: Hin2HEE :

Exchange differences arising on franslation BEELZERZES = — (2,431) — (2,431)
Total comprehensive loss for the year FREEHRAE — — (2,431) (5,404) (7.835)
2020 final dividends (Nofe 12) —2-ZERERE (H12) (10.794) — - - (10,794)
Balance at 31 December 2021 and RZE_—&+-A=+-HBR

1 January 2022 “E-CE-B-RriH 75,932 33,184 (6,772) (32,824) 69,520
Loss for the year FRER - - - (7,163) (7,163)
Other comprehensive income: Hiv2E e

Exchange differences arising on franslation BHEAZERESR - - 5,679 - 5,679
Total comprehensive loss for the year FREEBREE - — 5,679 (7,163) (1,484)
2021 final dividends (Note 12) “E--ERERS (HF12) (10,955) - - - (10,955)
Balance af 31 December 2022 RZB-—F+-F=+-Az&H 64,977 33,184 (1,093) (39,987) 57,081
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

27. RESERVES (CONTINUED)
Share premium

The share premium account of the Group and the Company
includes the premium arising from the issue of new shares pursuant
to the Listing.

Capital reserve

The capital reserve represents confribution by Mr. Ernest Chen by
capitalised his amount due from the Group in prior year.

Translation reserve

Translation reserve comprises all foreign exchange differences arising
from the translation of the financial statements of the Company and
certain subsidiaries whose functional currencies are different from
the presentation currency of the consolidated financial statements.

e SRR (&)

BE-T-—F+-A=+—ALFE
27. f#fE (&)
R EE

AEBEARRZBRMDEERSERE LT EITHK
MATEEZMEE -

BEREE

EXARFBRARPBLENBEFESELRRAEED
REERNEHIEE -

BE 5 B
Eﬁﬁﬁ%a%lﬂjﬁééﬁgéﬁi FEMBREZENEE
TRMmBERR ETHBRARZMBHREMES

ZFﬁEﬁ\\E%%ﬁio

Other reserves Heb ke
Statutory
surplus Safety
reserve reserve
EERBRE R
RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT
Balance at 1 January 2021 RZEZ—F—R—Bz#&# 8,998 20,666 29,664
Appropriation to safety reserve ERER2HE — 11,188 11,188
Utilisation of safety reserve PAZ2RHE — (3.912) (3.912)
Appropriation to statutory surplus reserve BREETRHBREE 1,131 = 1,131
Balance at 31 December 2021 and 1 January 2022 RZEZ—F+-RA=+—HK
“E-_F-R-Hu&# 10,129 27,942 38,071
Appropriation to safety reserve BREZ26HE — 12,145 12,165
Utilisation of safety reserve HETERHE — (2,895) (2,895)
Appropriation to statutory surplus reserve* BRELTRBREE = = =
Balance at 31 December 2022 R-B-__&+-A=1+-HBz&H 10,129 37,212 47,341
* Certain subsidiaries of the Group registered in the PRC have * AREBRPRAMNE THB AR EETRAFHEER

appropriated the statutory surplus reverse which reached 50% of the
respective registered capital already.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

27. RESERVES (CONTINUED)
Statutory surplus reserve

In accordance with the Company Law of the PRC, the Company’s
subsidiaries registered in the PRC are required to appropriate 10%
of the annual statutory profit after tax (after offsetting any prior
years' losses) determined in accordance with generally accepted
accounting principles in the PRC fo the stafutory surplus reserve
until the balance of the reserve fund reaches 50% of the entity’s
registered capital. The statutory surplus reserve can be utilised
to offset prior years' losses and may be capitalised as registered
capital, provided that the remaining balance of the statutory surplus
reserve fund after such issue is no less than 25% of registered capital.

Safety reserve

Pursuant to certain regulations issued by the Ministry of Finance
and the State Administration of Work Safety, certain subsidiaries are
required to set aside an amount to a safety reserve at different rates
ranging from 0.5% to 4% per annum of the total revenue recognised
during the year. The reserve can be utilised for improvements of
safety on production.

2022 ¥R =imksik

e SR MR (&)

Br —F-_—Ff-_A=+—HIFEF

27. f#fE (&)
EERGBHE

REBHERRNE  ARRRTEEMZH B AR ARR
TEARERANEE 2R REFREE AN EEHEE
MBEFEERE) 210%%8 EERGRHEE B2
RETHBREDNERIMERSORS L A TE BB
ARRNEEBEFEBEIRMER  BEERRFE
AR TS ER LM E AR Z225% -

ZERE

REFRINEBRZ2LEEEERARAMZET
BRE BTHBRAASFENTFFAC IR KRG
0.5%E4% 2 L X IR —FELHIER L MR - LB
ARRRELEELRR -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

28. COMMITMENTS
(a) Capital Commitments

Capital expenditures contracted for but not yet incurred at the end
of each reporting period are as follows:

e SRR (&)

BE—F_—F1+_A=1+—HILFE

28. &
(a) EBEFEE
REBEMROCTNEREENEAHIT ¢

RMB’000 RMB'000

AREFT ARE T

Property, plant and equipment VER V] 69,399 45,085
In prior years, the Group entered an agreement with the PRC RBEFE AEEHEFPBRBMAEEAII Y S ~5E

government authority that the Group has fo complete the
construction work of a factory within a scheduled time table for the
leasehold land acquired in prior years. The Group would be subject
to penalty if the Group failed to fulfill the scheduled deadline.
According to the terms of the agreement, the Group is committed
to invest property, plant and equipment of RMB220,000,000 in that
factory. As at 31 December 2022, the remaining committed capital
commitment for this agreement is approximately RMB182,272,000
(2021: RMB194,469,000).

(b) Lease commitments
The Group as the lessee

At 31 December 2022, the Group had commitment for short-ferm
lease in respect of properties which fall due as follows:

ARBERBRATKRBEFERBCHREL
BERETE - MARBRENRFAETHRATKELD -
AIAEB AR N - RIBEGHGEHR - NEBEAERZ
i = &% & A R #220,000,0007T 2 W% - BB M & E -
MRZBE-__F+-_A=+t—R ZBHAETHRTZE
RAEAELHDANR®E182,272,000 (ZE = —F: AR
194,469,0007T) °

(b) HEHERE
EEEERBAEA

RIBZ—F+-A=+—R AEEFHREHYEMR
EZAETHERMT

Within 1 year —ER

RMB’000 RMB'000
ARK TR ARETT
491 655

The Group leases leasehold land, motor vehicles and properties for
an initial period of one year, without option to renew the lease term
at expiry date. The corresponding lease commitment, which was not
recognized as lease liabilities was set out above. None of the above
lease include variable lease payments.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

28. COMMITMENTS (CONTINUED)
(b) Lease commitments (Continued)
The Group as the lessor

At 31 December 2022, the Group had totfal future minimum lease
receivables under non-cancellable operating lease with its tenants
which fall due as follows:

2022 ¥R =imksik

e SR MR (&)

Br —F-_—Ff-_A=+—HIFEF

28. #A4E (&)
(b) EEEEEE (H)
AEBEDLHEA

R-ZE-_—F+-A=+—8 BELSEFFIZ2FA
W ERE  rEERRREEKASAEHE BB
IR

Within 1 year —ER

RMB’000 RMB'000
ARK TR AEETT
— 158

29. RELATED PARTY TRANSACTIONS

Other than disclosed elsewhere in the consolidated financial
statements, the Group has the following transactions with its related
parties in the normal course of its business and mutually agreed
between both parties:

(a) Recurring transactions

29. BEAXRS

Bira M BRmREMBOMPEEIN  REERE R
EBERPEEMBESITEATHRABEZRS :

RMB’000 RMB'000

ARE¥FT AREFIT

Rent paid to Mr. Emest Chen (Nofe (i) BRRARLES S 28 e (i) 1,920 1,820
Purchase of red wine from a related company (Note {ii)) Im) 8 B 20 ) i B ATV (B 55 (ii) ) 797 20

(i) The Group rents two (2021: two) properties from Mr. Ernest Chen with
a lease term of 1 to 10 years (2021: 1 to 10 years) with annual rent
payment of RMB1,920,000 (2021: RMB1,920,000). The leased property
with a lease term of 1 year (2021: 1 year) is accounted for as a short-
term lease. The leased property with a lease term of 10 years (2021: 10
years) are recognised as right-of-use assefs with net carrying amount
of RMB,323,000 (2021: RMB7,067,000), with respective lease liabilities of
RMB6,558,000 (2021: RMB7,153,000) as at 31 December 2022.

(ii) Mr. Ernest Chen and Mr. Leo Chen, executive directors of the Company,
are the beneficiary owners of this related company.

£ &0

(i) AEERRBELERENBE(ZT—F - WBE)YWE A
HNAFIZI0E (ZE-—F:1E10F) - FHEAARKE
1,920,0007¢ (=& = —4F : AR#1,920,0007T) - I A1
F(ZEZ—F ) AEVEARIEEHRAE - N =
T _F+ZA=+—B HEBRI0OF (ZT=—F : 10F)
2HEVMERRAEREEE  REFEAARK6323,000
T(ZZE=Z—F: AR¥7,067,00000) - HEEEEEAA
R#6,558,000T (—ZE = —4% : AR¥7,153,0007T) °

(i) ARERTEEFRMBLEENRNBEERZBB IR ZE
mEAA -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

29. RELATED PARTY TRANSACTIONS (CONTINUED)
(b) Key management personnel remuneration

Key management personnel are those persons holding positions with
authority and responsibility for planning, directing and controlling the
activities of the Group, directly or indirectly, including the directors
of the Company. Key management personnel remuneration is as

e SRR (&)

BEr—F-——F+-A=+—HIFEF

29. BEAIXRS (&)
(b) *EEBASHM

TREEABRETERNLRAEERIMAESE 5
BEREGFAEEEDZBUZZEAL BRARAE
E-IBEEABRZMEOT:

follows:
RMB’000 RMB'000
AEBFT ARE T
Fees, salaries, allowances and benefits in kind ¢ ZEREDEN 4,915 3,961
Discretionary bonus =P 713 665
Retirement benefit scheme contributions RIKE ARG R 118 90
5,746 4,716

30. ACQUISITION OF ASSETS THROUGH ACQUISITION OF
SUBSIDIARIES

On 28 October 2021, Integrity Knights Group Limited, a wholly-
owned subsidiary of the Company entered into a provisional sale
and purchase agreement with Mr. Jack Chan, an independent
third party, pursuant to which the Group agreed fto acquire the
enfire issued share capital of Dechem Chemicals Holdings Limited
("“Dechem Chemicals”) and ifs subsidiarity (“Dechem Chemicals
Group”) at a consideration of RMB55,000,000.

Dechem Chemicals Group is principally engaged in researching,
developing, manufacturing and sales of chemical products in the
PRC. The principal asset of Dechem Chemicals Group is a piece
of industrial land, held by Dechem Henan, a subsidiary of Dechem
Chemicals and accounted for as right-of-use assetfs. The industrial
land is located in Puyang City, Henan, the PRC. The acquisition
had been completed on 2 November 2021 and accounted for as
acquisition of assefts.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

30. ACQUISITION OF ASSETS THROUGH ACQUISITION OF
SUBSIDIARIES (CONTINUED)

Fair value of assets acquired on acquisition date were as follows:

2022 ¥R =imksik

e SR MR (&)

Br —F-_—Ff-_A=+—HIFEF
30. EZBWBHEBARIWBEE (&)

REBRBAMEKBEEZ ATERAT

RMB’000
AREFT
Property, plant and equipment (Note 14) M - BE RFRE (HE14) 296
Right-of-use assets (Note 15) FRERE (15 54,485
Prepayments for acquisition of property, plant and equipment WEmE  BE KBz BIZE 20
Other receivables H fth fEWORIR 3,888
Cash and cash equivalents BeRkReEED 196
Deferred income 31 ON (3,885)
Total consideration BHRE 55,000
Total consideration settled directly against prepayments made to Mr. Jack Chan AEZE R Jack Chank £{EH 2 BRER 2
BRE 55,000

Cashflow movement in relation to the acquisition during the year
ended 31 December 2021:

BE-T-—FT-A=+-ALFEEERALE
ZRERELED

RMB’000

ARETT

Total consideration BRE 55,000
Short-term Advancement made during the year ended 31 December 2020 (Note 17(ii)) REE-ZT-_ZF+_A=+—HILFEFEHZ

EHBE (17 (i) (52,000)

Cash and cash equivalents acquired MERERREEEN (196)

Net cash outflow arising on acquisition of assets through acquisition of REE-Z-_—E5+-_A=1t—HLLEE
subsidiaries during the year ended 31 December 2021 ERNENBARREEEEL 2 RERILTEE 2,804

Please refer to the announcement of the Company dated 28
October 2021 for more details.

FHHMMENAANAMA-E-—F AN
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B IS M EBRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2022 BE —_FE_—F+_HA=+—HIFFE

31. FINANCIAL INSTRUMENTS BY CATEGORY 3. REFEH»ZEMIA

RMB’000 RMB'000
AREFT ARETT

Financial assets tREE

Financial assets at amortised cost RERRAGTE AR

— Trade and bills receivables and other receivables — B 5 REREWGRIE AR E e Y18 71,633 67,135

— Pledged bank deposits — BEBRITER 31,349 61,616

— Cash and cash equivalents —ReRBEEEY 90,500 17,927
193,482 146,678

Financial liabilities tRERE

Financial liabilities at amortised cost REFRATELERAR

— Trade and bills payables, accruals and other payables —BZREBEMNIIE B ERREMEMZE 242,249 246,403

— Lease liabilities —HEafR 17,801 24,698

— Interest-bearing bank borrowings — i RRTER 222,489 149,272

— Other borrowings — HiER 3,583 23,750
486,122 444,123
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS

The Group is exposed to a variety of risks including interest rate risk,
credit risk and liquidity risk through its use of financial instruments in
its ordinary course of operations.

The Group does not have any written risk management policies and
guidelines. The directors of the Company monitor the financial risk
management and fake such measures as considered necessary from
time to time to minimise such financial risks.

(a) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market
inferest rates. The Group's interest rate risk primarily arises from
interest-bearing bank borrowings.

Interest-bearing bank borrowings obtained at variable rates expose
the Group to the cash flow interest rate risk. Interest-bearing bank
borrowings and other borrowings obtained at fixed rates expose
the Group to fair value interest rate risk. In general, the Group
raises long-term borrowings at floating rates as well as fixed rates,
based upon the capital market conditions and the Group's internal
requirements. As at 31 December 2022 and 2021, the Group's fixed
rates borrowings and floating rates net borrowings are as follows:

2022 ¥R =imksik

e SR MR (&)

BE-_F_—FL_A=1+—HULFE

32. MBEAREEREMIACZATE

REBEREHR ﬁ%Liﬂ#iﬂPﬁiﬂffﬁﬁﬁraﬂlﬂﬁ,E?%%

TRER  BfEfxEE FERRERAHESAR
K%E’Eﬁﬁﬂiﬁﬂ REEMENIES - RRARESR
EXRMBRARERE Y ARKREKA/BLEZHFEIN

BAKE A AR -

(o) FERER

MERBEEBRTSNEZLEKR zERMIAR
BAARRERERE AR - $%.7¥KXZ$U$H s
FERBFBRITERK

BRATENERE 2GS RTEREREEIBBRRE SR
ENEER - ZHEEMNERB 2 SRITERREME
REAEEERRAFENXRR - —KME  AEEIR
ﬁ§$m%#£&$E@ZW%KI&@EﬂW&I
ENMERGERBER RE__FR_F_—F+=
HE+*E'$%IZEEFW&@_FM%§WT

RMB’000 RMB'000
AR¥FT AREFT

Fixed rate borrowings: EEBR:
Interest-bearing bank borrowings FBRITER 65,906 70,012
Other borrowings Hi &R 3,583 23,750
69,489 93,762

Floating rate borrowings: 2B
Interest-bearing bank borrowings FBRITER 156,583 79,260
Less: pledged bank deposits o BEBRITER - (61,616)
Less: bank balances R (90,500) (17.694)
66,083 (50)
135,572 93,712

£ &0
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(a) Interest rate risk (Continued)
Sensitivity analysis

The following table illustrates the sensitivity of the Group's profit after
income tax and retained earnings to a possible change in interest
rates of +/-1%, with effect from the beginning of each reporting
period. The calculations are based on the Group's pledged bank
deposits, bank balances and interest-bearing bank borrowings at
floating rate held at the reporting date. All other variables are held
constant. A positive/(negative) number below indicates an increase
in profit after income tax and refained earnings where interest rates
increased by 1%.

e SRR (&)

BE—_F-_—F+=—A=+—HIFE
32. IEREERESMIAZAFE(E)

(a) F=mEb ()
HBETH

TRHEVAKEZRABEREENRRE BN EF =
AR E+/- 1% (S REMVRBER) 2HEE - B
Bt EDIRBAREE N IRE APE 2 B EMRTER
RITHER BRI R R ZRITERIEL - IBEEM
AERZERTE - TXZE/(B)BFRTENX
BIN%BE - FRATSREENRREBMNZIBE -

RMB’000 RMB'000
AREFT ARE T

Impact arising from pledged bank deposits and EERBROTERRBIESBIFE
bank balances 1,045 690
Impact arising from interest-bearing bank borrowings HERTERZTE (1,280) (772)

For a decrease in interest rate by 1%, there would be an equal
but opposite impact on the profit after income tax and retained
earnings.

The assumed changes in interest rates are considered fto be
reasonably possible based on observation of current market
conditions and represents the management’s assessment of a
reasonably possible change in interest rate over the period until the
next annual reporfing dafte.

The sensitivity analysis included in the consolidated financial
statements for the year ended 31 December 2021 had been
prepared on the same basis.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(b) Credit risk

Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in a financial loss to the Group.
The Group's credit risk is primarily attributable to trade receivables.
The Group's exposure to credit risk arising from bank balances,
pledged bank deposits and bills receivable is limited because the
counterparties are banks, for which the Group considers to have low
credit risk. Other receivables are due to various group of debtors
and the directors of the Company consider the credit risk of these
parties is low.

Trade receivables

The Group's exposure to credit risk is influenced mainly by the
individual characteristics of each customer rather than the industry
or country in which the customers operate and therefore significant
concentrations of credit risk primarily arise when the Group has
significant exposure to individual customers. As at 31 December
2022, the Group has a concentration of credit risk as approximately
24% (2021: 27%) and 14% (2021: 27%) of its gross frade receivables
was due from the Group’'s largest and second largest customers,
respectively. The largest customer is a listed chemical products
manufacturer and the second largest customer is an international
frading company. Both of them have good past credit repayment
history and records with the Group.

Individual credit evaluations are performed on all customers
requiring credit over a cerfain amount. These evaluations focus
on the customer’s past history of making payments when due and
current ability to pay, and take into account information specific
to the customer as well as pertaining to the economic environment
in which the customer operates. Trade receivables are due within
180 days from the date of billing. Debtors with balances that are
more than 6 months past due are requested fo seftle all outstanding
balances. Normally, the Group does not obtain collateral from
customers.

£ &0
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32. MBEAKREEREMIA A FE )

(b) EERME

FEERREXZIHFABTEANEAMERAEE
EEVBEEZAR AEENEERRIZREES
EUFIE - AR R SGHFRAKERREERRFBED

T AEEEBRRTES  CEMBITERLERE
EoENEERRAR - E{mﬁH&%KIEETEWKWiHEU

BEHBANFE MARREZTRRZFALNEER
fRIE o
ESEKNE

AEEERZEERRIEZSERPZANBEETE
MIEZEFREMETERARTE At EAEE
EPRBRFEAAEERENEFMAZEREER
SEFEE L o Ffz::¢+ A=+—8 BEAEHE
BAMBEZRBEPZRESIMEE S ERFIBEELY
4% (ZZFEZ—F : 27%) R14% (Z T = —F : 27%) -
MAREGEEESETRAR ZARPA—MLEMET
EREEME_AZERA—HMBAKZES AR —&H
AEEMEEBRTEEEREL Rtk o

AEBEHFEERRTHEB TR IEENTPE
1T EBIE & FF A EZ%EW&%EPEQ%}itﬁiﬁé‘J,ﬁﬂﬂ
BZRB AR ZNREN  XEBEF ZFEER N

NREEFREMERBERREHEIEN - BHRIFIA
BEZHHRLI80H NEIH - A r B BB REA S
BERAFTREEMBREESEHR - —RME  AEEL
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(b) Credit risk (Continued)
Trade receivables (Continued)

The Group measures loss allowances for trade receivables at an
amount equal to lifetfime ECLs, which is calculated using a provision
matrix. As part of the Group’s credit risk management, the Group
use debtors ageing to assess impairment for its customers because
these customers consists of a large number of customers which
share common risk characteristics that are representative of the
customers’ ability to pay all amounts due in accordance with the
contractual ferms. The estimated ECL loss rates are estimated based
on the Group's estimates of the market borrowing rates for each of
the groupings, less risk-free rate, which reflect the credit risk of the
debtors, over the expected life of the debtors and are adjusted
forward-looking information that is available without undue cost or
effort. The grouping is regularly reviewed by management to ensure
relevant information about specific debtors is updated.

The following table provides information about the Group's exposure
to credit risk and ECLs for trade receivables:

e SRR (&)

BE_ZFE-_—F+_H=+—HIFE

32. MBEAKREEREMTIA A FE )

(b) FERRHE)
EZ BRI (F)

AEERRFERFMEREEERERNSE (E R
BERGESL)FEEIRUFABERE -(FALX
SEEERRER 2 -0 AEREEABEBAZKRER
AEEEPZEE  REEZEEFPEEARKEIER
ZREEP  FHRARFBHRKKREPREA NGRS
Fﬁﬁ J BB - B RAEEBRREREASE
e JZm%%m?Zﬁiﬁ}U&ﬂﬂ 2 A R (R BRE
}\fof%ﬂ 2) c RAEBA ZEMEIETAR X
SBANBERALANTEUG 2 ATEEERHELFHE -
EEREEERESAN  UWHRREHEREEFAZHEEE

DELHELEN B EY Ve
B AR

EERR K

Weighted
average Gross Net
expected carrying Loss carrying
Ageing based on the invoice date loss rate amount allowance amount
mETH
BEREABNERER E) ok BREE BERE BHFEE
% RMB’000 RMB’000 RMB’000
AREFT ARETT ARETT
At 31 December 2022 R-B--§+-A=t-H
Within 1 month —fEAR 0.21 35,704 (75) 35,629
Over 1 month but within 3 months HR—EABIR=(EA 0.99 9,757 (97) 9,660
Over 3 months but within 1 year BB=EAEIR—F 3.79 1,768 (67) 1,701
Over 1 year HBB—F 78.3 3,317 (2,597) 720
50,546 (2,836) 47,710
At 31 December 2021 R-Z-_-%+-A=t+-H
Within 1 month —f@AAR 0.2 32,903 (82) 32,821
Over 1 month but within 3 months HBB—EABEIR=MEA 1.1 13,206 (148) 13,058
Over 3 months but within 1 year BA=ERAEIR—F 26.4 13,048 (3,443) 9,605
59,157 (3,673) 55,484
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(b) Credit risk (Continued)
Trade receivables (Continued)

Movements in the loss allowance account in respect of trade
receivables during the year are as follows:

2022 ¥R =imksik
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32. IEREERESMIAEZAFE(HE)

(b) FEERR(E)
EZEKE (F)
FRAESRUFABERRERZHOT :

RMB'000 RMB'000

ARETFT ANRETFT

Balance at 1 January R—A—BH&ER 3,673 918
(Reversal of)/provision for impairment losses recognised FRERNRERSE (BR) /BE (HE9)

during the year (Note 9) (837) 2,755

Balance at 31 December R+-A=+—BH0&H 2,836 3,673

(c) Liquidity risk

The Group has net current liabilities of approximately RMB153,547,000
as at 31 December 2022. Besides, the Group's total current interest-
bearing bank borrowings and other borrowings as at 31 December
2022 amounted to approximately RMB144,955,000 in aggregate,
while its cash and cash equivalents amounted to approximately
RMB?90,500,000 on the same date. Management closely monitors the
Group's financial performance and liquidity position. A number of
measures have been put in place by management to improve the
financial position and alleviate the liquidity pressure. As at the date
when these consolidated financial statements were authorised for
issue, the Group had unutilised banking facilities of approximately
RMB47,407,000 and obtained a letter of intent from a licensed
financial institution to provide a line of credit of HK$250,000,000
(equivalent to approximately RMB223,318,000) to the Group. Also, Mr.
Ernest Chen, the controlling shareholder and an executive director,
has undertaken to provide confinuing financial support in order to
mainfain the Group as a going concern.

Taking info account the unutilised banking facilities and financial
support provided by Mr. Ernest Chen and after assessing the Group's
current and future cash flow position, the directors of the Company
are safisfied the Group will be able to meet its financial obligation
when they fall due.

Liquidity risk relates to the risk that the Group will not be able to
meet obligations associated with its financial liabilities. The Group
is exposed to liquidity risk in respect of setflement of trade and bills
payables, accruals and other payables, other borrowings, lease
liabilities, interest-bearing bank borrowings and also in respect of
its cash flow management. The Group's objective is to maintain an
appropriate level of liquid assets and committed lines of funding to
meet ifs liquidity requirements in the short and longer term.

£ &0

(c) RBELEAR

RIEB - —F+ - A=+—BAEEZRHEEFR
# R/ AR 153,547,000 © btoh > REBR -~ —
FT A=+ BRMEF B RITERREMETLE
AN/ AREE144,955,0007T » i 7R B # IR & R
BReEEWMH R ARE0,500,0007T © &1 8% ) &z
AEEBZHBRARRBESZNRR - ERECHRNZ A
BHEANEMBRRLBERDESES - RLEHRE
MHERREFETERY  XEEZRABRARTRED
RAREA7,407,000CH EBSE —EFEEREENE
ME - A M7k E 2 #1250,000,0000 7T GEEROAR
#223,318,0007T) MEEHE ° LS - EBRBR R BTT
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(c) Liquidity risk (Continued)

The maturity profile of the Group’s non-derivative financial liabilities
at each reporting period, based on the contracted undiscounted
payments, is as follows:

e SRR (&)

BE—_F-_—F+=—A=+—HIFE
32. IEREERESMIAZAFE(E)

(c) RBEZRAR ()

AEERSHREHANZHETEEHABERESORE
BNARZEBERDT:

Total Within Over Over

contractual 1 year 1 year but 2 years but
Carrying  undiscounted oron within within Over
amount cash flow demand 2 years 5 years 5 years

EHRER —-£h BR-F BEmE
FEE ReRELE HRER BHRME BHREE BRIE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFR AREFR AREFR AREFR AREFR AREFR

As at 31 December 2022 RZBZZE+ZA=t-R
Trade and bills payables, accruals and payables BAREREMNTE  EHEAR
AfpEf3E 242,249 242,249 242,249 - - -
Lease liabilties HEBR 17,801 27,003 8,261 2429 3,452 12,861
Interest-bearing bank borrowings STERTER 222,489 245,815 148,978 29,409 34,320 33,108
Other borrowings Efpfai 3,583 3,493 3,493 - - -
486,122 518,760 403,181 31,838 31,772 45,969
As at 31 December 2021 RZE--£+-A=1-H
Trade and bills payables, accruals and payables EAREBEMNTE B BAR

AfERTE 246,403 246,403 246,403 — — —
Lease liabilties HERRE 24,698 38,267 8,505 8,068 4,689 14,008
Inferest-bearing bank borrowings TERTER 149,272 169,243 81,783 14111 46,392 26,957
Other borrowings Afpfa 23,750 25,235 13,872 11,363 - -
444123 476,148 350,563 33,542 51,081 40,962

(d) Fair values of financial instruments

Financial instruments are measured at amortfised cost. The carrying
amounts of these financial instruments are not materially different
from their fair values as at 31 December 2022 and 2021.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2022

33. CAPITAL RISK MANAGEMENT

The Group's objectives of managing capital are to safeguard the
Group's ability to continue as a going concern in order to provide
returns to the shareholders and benefits for other stakeholders to
maintain an optimal capital structure tfo reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to the shareholders, refurn
capital fo the shareholders, issue new shares or sell assefs to reduce
debts. No changes in the objectives, policies or processes for
managing capital were made during the year.

The capital structure of the Group consists of net debt, which
included interest-bearing bank borrowings, other borrowings and
net of cash and cash equivalents, as disclosed in Notes 22, 23 and
19 respectively, and equity attributable to owners of the Company,
comprising share capital and reserves disclosed in the consolidated
statement of financial position.

34. CASH FLOW INFORMATION

The table below details changes in the Group's liabilities from
financing activities, including both cash and non-cash changes.
Liabilities arising from financing actfivities are liabilities for which cash
flows were, or future cash flows will be, classified in the Group's
consolidated statement of cash flows as cash flows from financing
activities:
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33. EXEmER

AEBEREAEERRARERASEZLE KA A
BREREEMIENERERBRAEGE LR FREELS

BB DB ARK o

REFHAHEERER  AEEAEHIEINTHRRZ

BREEE RRREROER  ZFTHROILEEEMN

BAOER - NFREREAZBIR  BRIVBEMEIF
HE o

AEEMNEALBERIEERFE EEDRIRMHE
22 - 3RI9FTHEE 2T BIRITE K - HMER Nk
e RBECEEY) ARBIEREVBRARAKE 2K
KRB ZRNQRHEE AR ER -

34. REFKEER

TR AEERELZYELZABEY (BERE N
FHREBE) 2FHB wﬁéé@b?iZ%ﬁi‘%fﬁﬁ}ﬁ%
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B IS M EBRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2022 BE —_FE_—F+_HA=+—HIFFE
34. CASH FLOW INFORMATION (CONTINUED) 4. HEREER ()
Interest-
Amount bearing
due to Lease bank Other
a director liabilities borrowings borrowings
Ef—=%
EZNE HESE HEBRTEX Hi R
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT AREFT AEETT ARETT
(note 20(iv)) (note 21) (note 22) (note 23)
(BrEE20(iv)) (B aE21) (B a+22) (B &F23)
Balance at 1 January 2021 RZZEZ—F—-R—RAz&tH 5,943 10,551 134,155 37,751
Changes from financing cash flows: RERERECE
Proceeds from interest-bearing bank borrowings 5t 8 8R1THEF 2 BTG HE — — 106,026 —
Repayment of inferest-bearing bank borrowings B &t 8 E1TE R — — (90,909) —
Repayment of other borrowings BEEMER — — — (14,001)
Repayment to a director M—ZEFER (5,943) — — —
Interest paid on bank borrowings B R RATERF S = = (7.834) -
Interest paid on other borrowings BT EMERFE — — = (1,967)
Capital element of lease rentals paid BfEEzAEHH — (5,952) — —
Interest element of lease rentals paid EffEEZFERH — (1,343) — —
Net change from financing cash flows RERSREZEDTE (5,943) (7,295) 7,283 (15,968)
Other changes: Hi2g
Interest on inferest-bearing bank borrowings HERITERZFE — — 7,834 —
Interest on other borrowings HibfEF 8 — — — 1,967
Additions fo lease liabilities HEREEM — 20,102 — —
Interest on lease liabilities HEEEFS — 1,343 — —
Exchange alignment &5 iA% = (3) - -
Total other changes HiZ2gam — 21,442 7,834 1,967
Balance at 31 December 2021 REZB-Z-F+ZA=+—-AZ&EH — 24,698 149,272 23,750
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2022

34. CASH FLOW INFORMATION (CONTINUED)
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4. RERBEN (F)

Interest-
Amount bearing
due to Lease bank Other
a director liabilities borrowings borrowings
Eff—%
E3NE HESE HEBRTEX Hitnfg 5
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT ARETT ARETT
(note 20(iv)) (note 21) (note 22) (note 23)
(i EE20(iv)) (MEE21) (HEE22) (H=£23)
Balance at 1 January 2022 RZZ-—F—R—Bz&#% - 24,698 149,272 23,750
Changes from financing cash flows: RERETRECE
Proceeds from interest-bearing bank borrowings st BR1TE R 2 G E — — 195,182 -
Repayment of inferest-bearing bank borrowings B &t 8 E1TE R - - (121,945) -
Repayment of other borrowings BEEMER — — — (20,167)
Advance from a director —REE2BN 5,000 — - —
Interest paid on bank borrowings BRHRITESF & — = (10,661) =
Interest paid on other borrowings B EMERHE - — - (1,122)
Capital element of lease rentals paid EREEzALEH S - (7.252) - -
Interest element of lease rentals paid EEEZFESD - (1,394) — —
Net change from financing cash flows BERSREZELEFE 5,000 (8,646) 62,556 (21,289)
Other changes: Hin2%):
Interest on inferest-bearing bank borrowings HERITERZFE - — 10,661 —
Interest on other borrowings HibfEF 8 — — - 1,122
Additions fo lease liabilities HEGEEM - 344 - —
Interest on lease liabilities HEEEFS — 1,394 - —
Exchange alignment GRS — 1 - -
Total other changes HZ2gan — 1,749 10,661 1,122
Balance at 31 December 2022 R-ZB-ZZE+-A=+-HAZ&EH 5,000 17,801 222,489 3,583

35. CONTINGENT LIABILITIES

As at 31 December 2022 and 2021, the Group was not involved in
any material litigation or arbitration. As far as the Group was aware,
the Group had no other material litigation or claim which was

pending or threatened against the Group.

£ &0

35. FRAE
RNZBEZZFR_FE-_—F+=-_A=+—H ~EEH
S MM ERFRKPE - AEEA AEET
BHMHERASABAEE ZERFRIRE -
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36. STATEMENT OF FINANCIAL POSITION OF THE

COMPANY

e SRR (&)

BEr—F-——F+-A=+—HIFEF

36. ARTZMBRRE

Note RMB’000 RMB'000
ik ARETFT ANEETFT

ASSETS AND LIABILITIES BEREHE

Non-current assets ERBEE
Investment in subsidiaries RIBAR Z&KE 3,449 3,449
Loan to subsidiaries EFHBARIZER — 12,704
3,449 16,153

Current assets RBEE
Other receivables and prepayments H i U R0E RN R 136 265
Amounts due from subsidiaries =N 58,395 58,587
Cash and cash equivalents ReRkREEED 700 44
59,231 58,896
Current liabilities nEaE

Accruals 5T E 1,247 1,388
Amount due to a director ER—2ES25E 560 349
1,807 1,737
Net current assets RBEERE 57,424 57,159
Net assets EEFE 60,873 73,312

CAPITAL AND RESERVES BEXR G
Share capital A 3,792 3,792
Reserves A 27 57,081 49,520
Total equity BRAH 60,873 73,312

AABUBBREER _E-_=F=A=-+/\BHERQ
RIZEEMAETRESEMG  WAHAUNTALIRRESE

The financial statements of the Company were approved and
authorised for issue by the Board of Directors of the Company on 28
March 2023 and are signed on its behalf by:

Mr. Chen Bingqiang Mr. Ng Cheuk Lun

PRIA 58 S & REfmEE
Director Director
2 s

LY
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