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Management Discussion and Analysis
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BUSINESS REVIEW
During the year of 2023 (the “Year”), China’s economy gradually

stabilized and rebounded, with a 5.2% year-on-year growth in
gross domestic production recorded. Since the beginning of the
year, pent-up consumer demand has been gradually released in
many parts of China. Notwithstanding this, the property sector
in China is still struggling to emerge from the credit crisis after
the government cracked down on its debt levels in August 2020.
Wood consumption is closely linked to the housing market and
its demand for construction materials, flooring, furniture, and
decorative items. According to the National Bureau of Statistics
in China, new housing starts has continued to decline throughout
the Year. As a result, the business environment in which the Group
operates remains to be challenging and tough during the Year,

and exert downward pressure on profit margin.

Wood-related Business

During the Year, the Company has exerted considerable efforts
in further developing its core wood-related business, including
wood management, distribution and processing of wood and
timber products by expanding its business to the downstream of
the supply chain into antique-style wood furniture manufacturing,
processing, and sales, for which the products are primarily made

of red mahogany wood and yellow sandalwood.

With the continuous efforts of the Company and the valuable
expertise and extensive business connections brought to the
Group by Mr. Lyu, the revenue generated from the wood-
related business has increased substantially from approximately
HK$133.0 million in 2022 to approximately HK$312.1 million in
the Year.
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Management Discussion and Analysis
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Processing and distribution of furniture wood

Since late 2020, the Group has established various subsidiaries
to develop the Group's core wood- related business, which is
principally engaged in the provision of comprehensive supply
chain management services and the processing and distribution
of a variety of furniture woods, which mainly comprise of red
mahogany wood, sandalwood, rosewood, pine wood, and fir

wood, sourced in the PRC and overseas.

The Group's revenue generated from the processing and
distribution of furniture wood for the Year amounted to
approximately HK$274.1 million (2022: approximately HK$120.4

million).

Manufacturing and sales of antique-style wood furniture and other
wooden products

In addition to the processing and distribution of furniture wood
business, the Group has further tapped into the downstream
sector of the wood-related business, being the manufacturing
and sales of antique-style wood furniture and other wooden
products in 2022. The antique-style wood furniture is mostly
made of red mahogany wood as raw material, which is
professionally designed by the in-house product design and
development department of the Group. Such wood furniture is
considered to be high-end with artistic value, which is primarily
treated as decorative arts with practical functions. As such, both
general consumers and art collectors in the market are attracted
to the Group's antique-style wood furniture. Besides, the Group
also designs common indoor wood products made of less
expensive wood materials, which offer affordable pricing to the
general consumers and enable the Group to expand and diversify
its customer base.

The Group's revenue generated from the manufacturing and
sales of antique-style wood furniture and other wooden products
amounted to approximately HK$38.0 million for the Year (2022:
approximately HK$12.6 million).
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Management Discussion and Analysis
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Car Rental Business

The Car Rental Business has been one of the core businesses of
the Group since 2014. Beijing Tu An Car Rental Services Limited*
(JERB®EZSEHREERSEAT) (“Beijing Tu An”), an indirect
wholly-owned subsidiary of the Company, has been responsible

for operating the Group’s car rental services business in the PRC.

The normal rental terms of Beijing Tu An’s car fleet with its
customers ranges from three months to two years or longer.
Premium customers of Beijing Tu An would specify the brand
and model of the rented car and Beijing Tu An would acquire the
rented car according to premium customers’ requirements. By the
end of the contractual term, Beijing Tu An will retain the right to
dispose of the used car and keep the proceed, as income. The
rental charged by Beijing Tu An to its customers is made with
reference to current rental rates for each particular car models
and adjusted according to the then prevailing market condition.

In 2021, Beijing Tu An has entered into a vehicles rental
agreement in Beijing with IEREEESEHRERFRAF ("Beijing
DeRunFeng”), a company founded and owned by the non-
executive director of the Company, Mr. Hu YongGang, for the
supply of its existing car fleet to Beijing Tu An to further develop

its business.
For the Year, the car rental business segment of the Group

recorded a revenue of approximately HK$11.3 million (2022:
approximately HK$11.9 million).

*  For identification purpose only
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Management Discussion and Analysis
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FUTURE OUTLOOK

Since 2020, the Group has been continuously developing its
core wood-related business, which included the processing and
distribution of furniture wood business, and manufacturing and
sales of antique style wood furniture and other wooden products.
The Group has accumulated its experience and expertise in the
wood-related business, and will continue to develop and expand
its operations in the foreseeable future.

The Group will continue to explore potential opportunities
for strategic cooperation with market players, in the mid-
stream to downstream of the industry value chain, such as real
estate developers, high-end furniture brand retailers, logistics
management services providers, as well as management

expertise to further expand the Group’s wood-related business.

On the other hand, according to analyses by authorities such as
the International Monetary Fund, facing cyclical and structural
adjustment pressures, housing investment in the PRC is poised to
fall further and likely remain subdued in the medium term, this,
in turn, will reduce the potential market size of our wood-related
business. To counter the risks of over-exposure to the wood-
related business and to capitalize on the Group's expertise and
experience in PRC marketing, the Company is actively assessing

the viability of business diversification.

One of the various business opportunities the Group is actively
studying is the functional food and beverage industry in the
PRC. With an increasing disposable income and awareness of a
healthy lifestyle, driven by the recent pandemic, the desire for a
balanced and healthy diet has expanded rapidly in recent years
in the PRC, resulting in significant growth in the functional food
and beverage industry in the PRC and the Group expects that
as China’s population ages, the need for functional foods and
beverage will be even higher, and so will the opportunities for

businesses.
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Management Discussion and Analysis
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In this regard, the Group is contemplating to conduct fundraising
exercise(s) to finance such business opportunities. In light of the
contingent liabilities arising from legal actions subsisted in the
Car Rental Business, its limited scale of operation, and taking
into account of its future prospect, the Group is also actively
considering discontinuing the Car Rental Business to release
precious financial resources and management time in more
promising business areas like the functional food and beverage

business in the PRC as stated above.

As at the date of this annual report, no decision and no
definitive agreement has been reached in relation to such
business opportunities and the potential fundraising exercise
and therefore, such business opportunities and the potential
fundraising exercise may or may not materialise. Shareholders
and potential investors of the Company are advised to exercise
caution when dealing in the securities of the Company.

FINANCIAL RESTRUCTURING

Appointment of the Joint Provisional Liquidators for
restructuring purpose in the Cayman Islands

Having explored different options to restructure the debts of the
Company, the Board decided to implement a management led
restructuring under a court-supervised provisional liquidation
regime pursuant to the laws of the Cayman Islands, commonly
known as a “light touch” provisional liquidation, which provides
a statutory moratorium prohibiting the commencement or
continuance of any proceedings against the Company without
the leave of the Grand Court of the Cayman Islands (the

“Cayman Court”) in the Cayman Islands.

Accordingly, in order to facilitate the Company'’s financial
restructuring, a winding up petition together with an application
for the appointment (the "JPL Application”) of joint and
several provisional liquidators (the "JPLs"”) of the Company
(for restructuring purposes) on a light touch approach for
restructuring purposes was presented and filed with the Cayman

Court by the Company.
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Management Discussion and Analysis
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The JPL Application was heard before the Cayman Court on
2 February 2021 (Cayman Islands time). The Cayman Court
made the orders as sought by the Company under the JPL
Application, inter alia, Osman Mohammed Arab and Lai Wing
Lun of RSM Corporate Advisory (Hong Kong) Limited, and Martin
Nicholas John Trott of R&H Restructuring (Cayman) Ltd., were
appointed as JPLs of the Company on a light touch approach for
restructuring purpose. Please refer to the announcements of the
Company dated 2 February 2021 and 5 February 2021 for details.

On 28 January 2022, the Company’s solicitors has taken out an ex
parte originating summons with the High Court of the Hong Kong
Special Administrative Region (the “Hong Kong Court”) for the
hearing on 8 February 2022 of an application by the Company
for an order to convene a meeting of the creditors (the “Scheme
Meeting”) of the Company to consider and, if thought fit,
approve, with or without modification, a scheme of arrangement
(the “Scheme”) proposed by the Company, pursuant to section
670 of the Companies Ordinance (Cap. 622). By an order of the
Hong Kong Court, the Scheme Meeting was convened on 11
March 2022.

Capital Reorganisation, the Investor’s Subscription and the
Scheme

On 16 February 2022 (after trading hours), the Company, the
JPLs, the Investor and Mr. Lyu have entered into the conditional
Restructuring Agreement, pursuant to which the Company will
carry out the Restructuring Transactions involving (i) the Capital
Reorganisation; (ii) the Investor’s Subscription; and (iii) the
Scheme. Please refer to the announcement of the Company
dated 10 March 2022 for details of the Restructuring Agreement
and the Restructuring Transactions.
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Management Discussion and Analysis
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At the Scheme Meeting convened and held on 11 March 2022,
the Scheme was approved by the requisite statutory majorities
of the creditors. On 22 March 2022, the Company'’s solicitors
received a letter from the Hong Kong Court informing that Mr.
Justice Harris will make an order to sanction the Scheme without
modification. The sealed sanction order was delivered to the
Registrar of Companies in Hong Kong on 26 April 2022.

As announced in the announcement of the Company dated
10 March 2022 and the circular in relation to the Restructuring
Transactions and the Whitewash Waiver dated 5 August 2022, a
Funding Agreement dated 31 December 2020 was entered into
between the Company as the borrower and the Investor as the
lender to provide the funding for the Company to continue and
further develop its business. On 17 October 2022, the Funding
Agreement, the terms and funding already provided and to be
provided thereunder, have been sanctioned by the Cayman
Court.

All the proposed resolutions in relation to the Capital
Reorganisation, the Investor’s Subscription, the Scheme, and
the Whitewash Waiver were duly passed by the Shareholders
or the Independent Shareholders (as the case may be) at the
extraordinary general meeting held on 30 August 2022, and
the Executive Director of the Corporate Department of SFC has
granted the Whitewash Waiver on 22 August 2022 subject to,
among other matters, no acquisition or disposal of voting rights
being made by the Investor and its concert parties between
the date of the announcement of the Investor's Subscription
and the completion of the Investor’s Subscription. Please refer
to the circular of the Company dated 5 August 2022 and the
announcement of the Company dated 30 August 2022 for
details.

The Company announced on 16 May 2023 that with all the
conditions precedent for the Capital Reorganisation having been
fulfilled (including (a) granting of the order from the Cayman
Court confirming the Capital Reduction dated 14 April 2023; (b)
due registration of the copy of the order of the Cayman Court
and the minute approved by the Cayman Court by the Registrar
of Companies in the Cayman Islands dated 1 May 2023; and
(c) the Listing Committee of the Stock Exchange granting the
approval for the listing of, and permission to deal in, the New
Shares dated 16 May 2023), the Capital Reorganisation became
effective on 17 May 2023.
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Management Discussion and Analysis
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Immediately following the effective implementation of the
Capital Reorganisation, the authorized share capital of the
Company is HK$200,000,000 divided into 20,000,000,000 New
Shares of HK$0.01 each and the issued and fully paid-up capital
of the Company is HK$3,425,728.57 divided into 342,572,857
New Shares of HK$0.01 each.

Pursuant to the terms of the Restructuring Agreement in relation
to the Investor’s Subscription, the Investor conditionally agreed
to subscribe for, and the Company conditionally agreed to
allot and issue, 2,260,980,856 New Shares at the issue price of
HK$0.044 per New Share.

With all the conditions precedent for the Investor’s Subscription
having fulfilled (including: (a) the Capital Reorganisation having
become effective; (b) the Listing Committee of the Stock
Exchange granting the approval for the listing of, and permission
to deal in, the Investor's Subscription Shares dated 16 May 2023;
and (c) the Scheme having become unconditional (see below)),

the Investor's Subscription has become unconditional.

The Scheme is legally binding on the Company and its Creditors
and it involves: (i) the Cash Bonus; (ii) the Scheme Shares Issue;
and (iii) the Disposal.

With all the conditions precedent for the Scheme having fulfilled
(including: (a) the Capital Reorganisation having become
effective; (b) the Listing Committee of the Stock Exchange
granting the approval for the listing of, and permission to deal
in, the Scheme Shares dated 16 May 2023; and (c) the Investor's
Subscription having become unconditional (see above)), the
Scheme has become unconditional.

(i)  Cash Bonus
Under the Scheme and subject to the terms thereof,
HK$50 million of the total proceeds from the Investor’s
Subscription was utilised for distribution to the Creditors
with Admitted Claims on a pro-rata basis for their Admitted

Claim.
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Management Discussion and Analysis
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(i)  Scheme Shares Issue

Under the Scheme, the Company allotted and issued the
Scheme Shares to the Creditors to compromise, discharge
and/or settle the debts owing by the Company to the
Creditors in full. After the adjudication for the Admitted
Claims is completed, the Company implemented the
Scheme Shares Issue, under which the Company allotted
and issued, in aggregate, up to a maximum of 823,739,687
New Shares where the Creditors would receive 1 New
Share for every HK$1.80 in the amount of the Admitted
Claims due to them by the Company for settlement of the
debts of the Creditors in accordance with the terms of the
Scheme, and upon which all the debts of the Creditors were
discharged and extinguished and the Creditors were not
allowed to make any claim against the Company in respect
of their debts.

(ii)  Disposal

Under the Scheme, the Excluded Companies of the Group
are to be disposed of to the Scheme Company. As a result,
all the account receivables and the debts of the Group at
the level of the Excluded Companies will be handled by the
Scheme Administrator(s) who shall recover the Transferred
Claims and realise the assets of the Excluded Companies
for the benefit of the Creditors subject to the Excluded
Companies’ own liabilities, or dispose of the Excluded
Companies for the benefit of the Creditors.

The Company announced on 16 June 2023 that based on the
projection by the Board, the Company will become solvent
upon completion of the Capital Reorganisation, the Investor’s
Subscription and the Scheme. In light of the above, the Company
no longer faces an imminent liquidity risk. Therefore, given the
successful debt restructuring, it is no longer necessary for the
Company to remain in provisional liquidation (with the Petition
pending) and for the JPLs to remain in their office. Accordingly,
the Company, with the support of the JPLs, made an application
to the Cayman Court for withdrawal of the Petition and discharge
of the appointment of the JPLs. On 14 June 2023 (Cayman
Islands time), the Cayman Court granted an order to approve the
application and the JPLs have therefore been discharged and the
Company has exited the provisional liquidation (for restructuring

purposes) on the same date.
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The Company announced on 11 July 2023 that (i) pursuant
to the Restructuring Agreement, completion of the Investor’s
Subscription took place on 11 July 2023, pursuant to which
2,260,980,856 New Shares have been allotted and issued to the
Investor at the issue price of HK$0.044 per New Share; and (ii)
pursuant to the Scheme, 823,739,687 New Shares have been
allotted and issued to China Wood Scheme Limited holding for
and on behalf of the Creditors, credited as fully paid, for further
distribution to the Creditors on the basis of 1 New Share for every
HK$1.80 in the amount of Admitted Claims from the Creditors in
accordance with the terms of the Scheme.

FINANCIAL REVIEW
Results of the Group

Revenue

During the year ended 31 December 2023, the Group recorded
a revenue of approximately HK$323.4 million, which represented
an increase of approximately 122.4% as compared to the revenue
of approximately HK$145.4 million as recorded for the year
ended 31 December 2022. The increase was mainly resulted
from the increase in turnover on wood-related business from
approximately HK$133.0 million for the year ended 31 December
2022 to approximately HK$312.1 million for the year ended 31
December 2023.

Cost of sales and services rendered

Cost of sales and services rendered of the Group grew by
approximately 134.6% from approximately HK$121.3 million for
the year ended 31 December 2022 to approximately HK$284.6
million for the year ended 31 December 2023. The increase
was mainly attributable to the increase in sales volume of wood

products goods during the Year.

Gross profit and margin

The Group recorded a gross profit of approximately HK$38.7
million for the year ended 31 December 2023, representing an
increase of approximately 60.5% as compared to the gross profit
recorded in the prior year. The gross profit margin decreased
from 16.6% for the year ended 31 December 2022 to 12.0%
for the year ended 31 December 2023 as a result of downward
pressure on profit margin by general slowdown of the wood-
related business market.

KABRZEZ=FtA+—HEM > ()R
ENGE REERESENR_ZTT=Ft
B+—B7 > &Itk > 2,260,980,856 i H A&
ERETESRMR0.044B TR EREITT
BREE ; KRS8 » 823,739,687 A%
BRI EINR IR BN ER I ER SRR
FE1.808 L —RRITARA B 2EFD 3 K &
17 China Wood Scheme Limited (& &3
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R %50l B8
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Other income, gains and (losses), net

Other income, gains and (losses) decreased from net gain of
approximately HK$3.1 million for the year ended 31 December
2022 to net gain of approximately HK$0.2 million for the year
ended 31 December 2023. The difference was primarily due
to the fact that other income in 2022 included gross margin on
metal trading of approximately HK$3.1 million, no such income
for 2023.

Allowances for expected credit losses (“ECLs") on trade and other
receivables, net

For the year ended 31 December 2023, the Group had recorded
allowances for “expected credit losses” ("ECLs"”) on trade
and other receivables of approximately HK$2,268,000 (2022:
HK$35,578,000) in total which is mainly comprising of allowances
for ECLs on trade receivables of approximately HK$1,513,000
(2022: HK$NIl); and allowances for ECLs on other receivables of
HK$755,000 (2022: HK$35,578,000).

To properly account for the risk adhered to those long
outstanding trade, loan and other receivables as, the
management of the Company has engaged an independent
valuer to assess the risk of potential losses based on the
management'’s estimate of the lifetime ECLs, which are estimated
by taking into account the credit loss experience, ageing of
the trade receivables, debtors’ settlement records and financial
status, expected timing and amount of realisation of outstanding
balances and ongoing business relationship with debtors. The
management also considered forward-looking information that
may impact the debtors’ abilities to repay the outstanding
balances in order to estimate the allowances for ECLs on trade

receivables.

There has been no significant changes in inputs and assumption

applied in 2023 as compared with those applied in 2022.
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Selling and distribution expenses

Selling and distribution expenses of the Group remained
at approximately HK$1.0 million during the year ended 31
December 2023 (2022: approximately HK$1.0 million).

Administrative expenses

Administrative expenses of the Group increased by
approximately 18.3% from approximately HK$22.4 million for the
year ended 31 December 2022 to approximately HK$26.5 million
for the year ended 31 December 2023.

Gain on the Scheme

The Scheme was approved by the requisite statutory majorities of
the creditors at the Scheme Meeting held on 11 March 2022. The
Scheme was also sanctioned by the High Court of Hong Kong on
22 March 2022. Since then, the Scheme became effective on 11
July 2023.

As a result of the Cash Bonus, Scheme Shares Issue, and the
Disposal involved in the Scheme, a gain on the Scheme of
approximately HK$1,273,377,000 was recognised during the year
ended 31 December 2023.

Finance costs

Finance costs decreased from approximately HK$113.7 million
for the year ended 31 December 2022 to approximately HK$68.8
million for the year ended 31 December 2023 as the Scheme to
restructure debts took effect in July 2023.

Income tax expense

The Group recorded a current income tax expense of
approximately HK$5.1 million for the year ended 31 December
2023 (2022: approximately HK$3.5 million), mainly on operating
profits of the Group’s wood products business in the PRC. There
was reversal of deferred tax of approximately HK$4.7 million for

the Year (2022: charge of approximately HK$0.4 million).
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Significant Investments Held HENEAKRSE

At 31 December 2022, the Group had the following significant RZZE-_"F+"H=+—H ' x&EEFH
investments held with a value of 5 per cent. or more of the M TMAFEERBERESRIU LB DERZ
Group's total assets which were classified as financial assets at AT EFTABENEREENEAKRE !
EVAGRIE:

Performance/ Sizeas  Total amount
Number of Changein  comparedto of dividends
shares of  Percentage of fairvalue  the Group's received
Fairvalue  investments investments forthe total asset for the
as at held as at heldasat  year ended asat  yearended
Investment 31 December  31December 31 December 31 December 31 December 31 December
costs 2022 2022 2022 2022 2022 2022
RIEZZE RICECCE BECRCCE BHNAEE AECERCE
i=8=F _P=TH t-A=T-H T-RA=TH ——% =H=rH
tZA=t-B  RENRG  SENRE LEEMEE/ +-A=1-H LLEER
Name of the investments RE4H e MATE KagE ARl ATEEH EEGERR EhWREAR
(HK$'000) (HK$'000) (%) (HK$'000) (%) (HK$'000)
(F#7) (F#7) (%) (F#7) (%) (Fém)
Zhongyin (Heilongjiang) Internet M2 (232T) B#A/N
Microfinance Co., Ltd.* BEDERAT 111,750 - NINRER: 2 = 0 =
Zuoshishi Technology Service BERRRS (53)
(Beijing) Company Limited* BRAT 67,050 11,225  N/A® R+ 11 180 6 -
Spring Power Holdings Limited  Spring Power Holdings
Limited 2474 1,030 498 3 (719) 1 -

i represented by RMB100,000,000 out of total registered capital of ¢ RE2IMEME AR ARKES,272,000,0007FHHI A
RMBS5,272,000,000. E¢#5100,000,0007T °

S0 represented by RMB1,029,963 out of total registered capital of REDHEME S AR 363,296 HH AR
RMB9,363,296. 1,029,9637% o

& For identification purposes only.
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Description of the investments

Zhongxin (Heilongjiang) Internet Microfinance Co., Ltd.* is
an unlisted company established in the PRC which principally
engaged in internet microfinance business. The industry of
this company continued to be under stringent government
reformation policies in China in recent years. In light of the
deteriorating financial performance and the uncertainty in the
debt collection rate, the valuation of this investment remained
at HK$Nil as at 31 December 2022. As at 11 July 2023, the
Group deconsolidated this investment as part of the disposal of

Excluded Companies.

Zuoshishi Technology Service (Beijing) Company Limited* is
an unlisted company established in the PRC which principally
engaged in the provision of innovation service for start-up
technology companies and related investment activities. The
capital market in China has experienced high volatility during
the year as being affected by the global COVID-19 pandemic
and similar fluctuations appeared in the capital market in US and
Europe. GDP growth in China was significantly slowed down
in 2022 which has hindered the future outlook of the business
sector and affected the result of the valuation conducted by
independent valuer as at 31 December 2022. As at 11 July 2023,
the Group deconsolidated this investment as part of the disposal
of Excluded Companies.

Spring Power Holdings Limited is an unlisted company
established in BVI that controls a group of companies principally
engaged in development and manufacturing of human
like robots. The financial performance of this company has
stabilized but still fell short of original projection and lowered
the expectation to its future profitability and consequently
affected the valuation conducted by independent valuer as at 31
December 2022. As at 11 July 2023, the Group deconsolidated

this investment as part of the disposal of Excluded Companies.

*  For identification purposes only
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Liquidity and Financial Position RBBEERBBERR
2023 2022
—E-= B F
HK$'000 HK$'000
F#T FET
Current assets BB E 96,088 136,060
Current liabilities mEaE 160,284 1,592,572
Current ratio mENEEE 0.60 0.09

At 31 December 2023, cash and cash equivalents of the Group
amounted to approximately HK$3.5 million (2022: approximately
HK$4.1 million). As at 31 December 2023, the Group had
interest- bearing bank and other borrowings amounted
approximately HK$14.1 million (2022: approximately HK$846.9

million).

On the basis of the considerations as disclosed in note 2 of
the consolidated financial statements of the Group for the year
ended 31 December 2023, the Board is confident that the Group
will have sufficient financial resources to meet its debt repayment
and finance needs for its operations for the foreseeable future.

RIB_=F+"A=+—H » z&£ENHE
S MIBEFEYE 23,500,0008 7T (ZF
— % 1 #94,100,00087T) c R-E_=
+ZA=+—H » xEEN EIRITREM
EE# 214,100,000 T (ZE-"F 1§
846,900,000 7T) ©

REAEEGE T _=F+_"A=+—H
LHEENGREMBRRWE2FANEEZ ER
7 EREREEAEERARKHRATAY
BERRNHEEHEENEETHNMETE

Gearing Ratio BEAMGALEE
2023 2022
—E”= ===—1F
HK$'000 HK$'000
F#E FHET
Total bank and other borrowings IRIT R EMEEEER 14,120 846,873
Total assets BEMRE 128,298 196,155
Gearing ratio BEABLEEX 11.00% 431.74%

The gearing ratio reduced significantly as a result of restructuring
of debts by the Scheme.

EESRIERABTIEDHNREABET TR

B4 o
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As at 31 December 2023, the maturity profile of the bank
and other borrowings of the Group falling due within one
year amounted to approximately HK$14.1 million (2022:
of which bank and
other borrowings of approximately HK$13.7 million (2022:

approximately HK$846.9 million),
approximately HK$55.7 million) were denominated in Renminbi.

Capital Structure

The capital of the Company comprises only ordinary shares. As
at 31 December 2023, the total number of the ordinary shares
of the Company was 3,427,293,400 (2022: 342,572,857) (with
an aggregate nominal value of approximately HK$34.3 million
(2022: approximately HK$68.5 million)).

Charges on the Group’s Assets

At 31 December 2023, certain of the Group's other borrowings
were secured by the Group's trade receivables of gross amount
approximately HK$Nil (2022: approximately HK$600.6 million).

Foreign Currency Exposure

The foreign currency exposure of the Group primarily arises from
revenue or income generated, cost and expenses incurred and
certain bank and other borrowings denominated in currencies
other than the functional currency of the Group’s operating units.
For the Group’s operating units that have United States dollar
and Renminbi as their functional currencies, their foreign currency
transactions and the units’ monetary assets and liabilities
denominated in foreign currencies that were translated at the
functional currency rates of exchange ruling at 31 December
2023 were mainly denominated in Hong Kong dollars. The Group
expected that the exposure to exchange rates fluctuation was
not significant and therefore had not engaged in any hedging

activities.
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Contingent Liabilities

On 21 April 2020, a writ of summons was issued by an
independent third party in Beijing, China as plaintiff against a
wholly owned subsidiary of the Group namely QtREFHEE
BAMRAT) as defendant (the “Action”). The plaintiff claimed
for the repayment of principal and the accrued interests of a
loan purportedly owed by the defendant to the plaintiff in the
total amount of approximately RMB59.5 million since 2014 (the
“Purported Loan"”). The defendant has denied the existence
of the Purported Loan and has requested forensic checks to be
conducted to the loan agreement produced by the Plaintiff to
the People’s Court in Chaoyang District, Beijing (the “Beijing
Court”). The Company has engaged a competent legal advisor
to act for its interests in respect of the Action.

In January 2022, the Group received a judgement (the
“Judgement”) from the Beijing Court and ordered that the
defendant be required to pay a sum of approximately RMB37.0
million plus damages of RMB7.5 million for breach of contract.
Immediately after the Judgement, the Group has made an appeal
to the Beijing No. 3 Intermediate People’s Court (AERTE =
B AREPT) against the Judgement. In April 2022, the Beijing
No. 3 Intermediate People’s Court dismissed the Group's appeal
against the Judgement. The Group has taken steps to apply for
retrial of the case.

A provision for claim in the amount of RMB44.5 million
(equivalent to approximately HK$49.9 million) was made during
the year ended 31 December 2021.

Save as disclosed above, as at 31 December 2023, no member of
the Group was engaged in any litigation or arbitration or claims
which would materially or adversely affect the operations of the
Company and no litigation, arbitration or claim which would
materially or adversely affect the operations of the Company
was known to the directors of the Company to be pending or

threatened by or against any member of the Group.

Capital Commitments

As at the end of the reporting period, the Group had outstanding
capital commitments amounted to approximately HK$Nil (2022:
approximately HK$33.8 million).

HAERE
RIBZEEFMA_+—H » RPEERHN

—RBUF=7 (FRES) HEER2EK
BRAEIREFREXEEFRAE (FAK

&) BHHER LK (TERER)) - REERKEE
BREPIEEBE T — Eit mRREEH

# A\ R #59,500,000 70 Y B = 4 & K7 & 51 F)
E(M{5HBE™M) - WETBEERRBER »
WEKRIERABE AR A (TIERERR) &

REEMETHER RS ETEAEZE - XA
BAERFARTEEERLAEZEMNUNAERN &
1% o

RZZBZ_F—8  AEEZEILRERN
HR(THAR)) > WRLREBRZNEEAA
R #37,000,000 il LB EERBEEE
AER#7,500,0007T - EFEHIRE > AEE
ERFRAIERTE =PRAREREEL £
FeR_B__FMA > RHDE=ZFRA
RERRE T AEBEHZFR LT - £&
EERER AR EE R RN

ZHEE S % AR 144,500,000 (HHERY
49,900,000 7T) ERNBE_E_—F+_H~
=+—HIEFEEHERRE o

B EXPIIREBEN RZB_=F+_"A4
=+—8 ' xEBNEATBEL REAF
HEARBEBEELEERNARRZEZ TR
PENRE > BMARATEEHA > ~&EH
ERREABTNEEMERT G EE AR
HEARBEBEELEERHARRZEZ TR
e RES -

BHAREE
REBEHR » AEBNRENERKIENS
THEIT(ZET T 4933,800,00087T) ©

ANNUAL REPORT 2023 —Z_=HFF 21



Management Discussion and Analysis

BEEs Rk th

DIVIDEND

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

EMPLOYEES AND EMOLUMENT POLICY

At 31 December 2023, the Group employed a total of 49
(2022: 64) employees. Total costs including the emoluments
of the directors of the Company, amounted to approximately
HK$7.9 million for the Year (2022: approximately HK$6.9
million). The emolument policy of the Group is determined with
reference to the performance, qualifications and experience
of individual employees (including Directors), as well as the
results of the Group and the market conditions. The Group
provides discretionary bonus, medical insurance, provident fund,

education subsidy and training to its employees.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES OR ASSOCIATED COMPANIES

Save as disclosed in this annual report, the Group had no material
acquisition or disposal of subsidiaries or associates during the
year ended 31 December 2023. As at 31 December 2023, the
Group had no specific plan for major investment or acquisition for
major capital assets or other business. However, the Group will

continue to identify new opportunities for business development.
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