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Chairman’s Statement

Dear Honorable Shareholders,

On behalf of the board of directors and the management,
| am pleased to present to the shareholders the annual
report on the development and operating results of
Technovator International Limited (“Technovator”) and its
subsidiaries (the “Group”) for the year ended 31 December
2023.

In 2023, standing strong against the challenges brought by
the complicated market situation, the staff of Technovator
worked hand in hand and in a pragmatic manner to lead
the industry upgrading with innovation while continuing
accumulating new momentum and opening up new tracks
for business. We have made every effort to ensure the
quality of project implementation and delivery so as to lay
a solid foundation for high-quality development. We firmly
persisted in self-development and innovation and have
increased our investment in scientific research, and thus we
have made smooth progress in solving problems occurred
during the research and development process of our core
technologies, which further consolidated the foundation of
our core capabilities.

We have strengthened our economies of scale and
our industry position, and have been promoting
industry integration

The Group continued to consolidate its dominant
advantages in its existing business fields, and further
amplified the role of “Kunlun” Platform empowerment.
We strengthened the commercialization of “Kunlun” as
an industrial internet platform, realised its cross-field and
cross-industry applications, and supported the ongoing
innovation for multi-field application scenario solutions
through cloud-edge synergy with Neosys [oT controller,
which have injected strong impetus into the development
of all business segments.

With a new generation of digital intelligence delivery
standard system initially in place, our leading position in
digital intelligence new infrastructure industry was further
consolidated. For smart buildings and complex business,
we were devoted ourselves to developing high-quality
digital intelligence projects, signed a series of contracts for
digital intelligence projects, and set a new benchmark for
intelligent low-carbon complexes. For smart transportation
business which has grown against the headwind, it

achieved breakthroughs in succession in the eastern and
southeastern coastal markets while its market shares in
the southwest and northeast regions have been expanded.
For smart energy, we spared no efforts on promoting the
commercialization of its solutions, developing high-quality
projects, and improving its operational efficiency. We also
vigorously expanded the asset-light model for its energy
operation business, thereby consolidating our leading
position in the field of urban energy conservation.

During the period, we won a number of awards, such as
the 2023 Top 10 Brands with Products of Craftsmanship
for Building Equipment Management System in the
Smart Building Industry of China, 2023 Wuhan Municipal
Engineering Gold Award, and 2023 Excellent Application
Cases awarded by the Organising Committee of China
Urban Rail Transit High Quality Development Conference.
Tongfang Energy Saving Engineering Technology
Co., Ltd., a subsidiary, was awarded Top 100 Beijing
Municipal’s Specialised, Unique and New Expertise, and
the Company’s industry position and influence has kept
growing.

We target to extend our business presence, penetrate
into profitable markets and identify new growth
points

The Group led the industry upgrading with innovation,
deeply tapped into the potential of core fields, refined
resource allocation, kept upgrading its competitive edges,
and proactively sought and seized emerging opportunities
and adopted new business models for growth in order to
create more opportunities and possibilities for the Group in
a bid to achieve more stable development.

For the field of smart buildings, by putting more dedication
to a focused business segment, we further strengthened
the competitive edges of our audio and video system
integration segment, and kept expanding our market shares
in conference and exhibition market. We successfully
implemented benchmark projects for smart healthcare
sector, further promoted the idea of smart healthcare, and
made top-level planning for the combination of medical and
healthcare, which have laid a foundation for the operation
of smart hospitals at the later stage. We expanded into the
field of smart campus construction, and have developed
classic models for smart campus construction through
cooperation with prestigious schools.
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For the field of smart transportation, the smart station
integrated operation and management platform developed
on the back of its self-developed digital base of Kunlun
platform continued to iterate and innovate. During the
period, we realised a cross-specialisation breakthrough in
the industry and successfully expanded its market shares
in subway communication, and electrical and mechanical
engineering, thereby forming a new growth point for the
Company.

For the field of smart energy, guided by CNNC’s strategies,
we strengthened our services to CNNC for its new energy
production business, accelerated the demonstration and
promotion of the new energy related products in Zero-
carbon Park and Clean Heating and other scenes, studied
the development of economies of scale for comprehensive
utilisation of nuclear energy, and created new business
growth points.

In 2024, Technovator will spare no efforts to grasp market
opportunities from vigorous construction of a modern
industry system and expedited development of new
productivity and to cater to the needs arising from the
development of new infrastructure, new industrialisation,
the carbon peaking and carbon neutrality target, and
the digital information industry. We will face up to
challenges, strengthen our core capabilities, fully leverage
our competitive edges brought from our scientific and
technological innovation and the industrialisation of our
scientific and technological achievements. We will also
be committed to making more contribution to urban low-
carbon development, and embark on a new journey
towards a new chapter of high-quality development with a
stronger determination!

Qin Xuzhong
Chairman

28 March 2024
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Five Year Financial Summary

2019 2020 2021 2022 2023

(RMB’000)
Consolidated income statement
Continuing operations
Revenue 1,752,778 1,736,664 1,619,065 1,738,878 1,838,010
Cost of sales (1,401,723) (1,374,010) (1,301,576)  (1,435,444) (1,668,687)
Gross profit 351,058 362,654 317,489 303,434 169,323
Other revenue 57,466 48,385 38,200 33,404 27,778
Other net (loss)/gain (10,403) (1,203) (17,999) 11,893 830
Selling and distribution costs (94,374) (89,981) (103,532) (81,452) (63,320)
Administrative and other operating expenses (163,446) (153,237) (172,438) (195,176) (225,833)
Financial expenses (11,819) (12,178) (7,361) (6,687) (8,454)
Profit/(loss) before taxation 128,479 154,440 54,359 65,416 (99,676)
Income tax (15,062) (21,892) (8,787) (9,698) (271)
Profit/(loss) for the year 118,417 132,548 45,572 55,718 (99,947)
Equity shareholders of the Company 112,866 130,601 45,307 55,127 (100,964)
Non-controlling interests 551 1,947 265 591 1,017
Profit/(loss) for the year 113,417 132,548 45,572 55,718 (99,947)
Basic earnings/(loss) per share (RMB) 0.1443 0.1670 0.0579 0.0705 (0.1291)
Diluted earnings/(loss) per share (RMB) 0.1443 0.1670 0.0579 0.0705 (0.1291)
Non-current assets 1,119,939 1,207,595 1,144,790 1,141,180 1,061,526
Current assets 3,807,569 3,672,330 3,655,135 4,148,614 4,486,800
Current liabilities 2,116,512 1,944,637 1,824,982 2,258,368 2,609,652
Net current assets 1,691,057 1,727,693 1,830,153 1,890,246 1,877,148
Total assets less current liabilities 2,810,996 2,935,288 2,974,943 3,031,426 2,938,674
Non-current liabilities 38,534 40,170 35,366 33,775 40,141
Total equity attributable to equity shareholders

of the Company 2,752,516 2,877,491 2,921,727 2,980,325 2,880,190
Non-controlling interests 19,946 17,627 17,850 17,326 18,343
Total equity 2,772,462 2,895,118 2,939,577 2,997,651 2,898,533
Net assets per share (RMB) 3.54 3.70 3.76 3.83 3.71
Financial ratio
Cost to income ratio 80.0% 79.1% 80.4% 82.6% 90.8%
Pre-tax profit/(loss) margin 7.3% 8.9% 3.4% 3.8% (5.4%)
Return/(loss) on Equity 4.1% 4.6% 1.6% 1.9% (3.4%)
Current ratio 1.8 1.9 2.0 1.8 1.7
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Management Discussion and Analysis

GENERAL

In 2023, the recovery of China’s economy was relatively moderate. Being affected by multiple factors, such as the
insufficiency of effective demand and weakness of social expectations, investments in the target markets slowed down.
Despite of such circumstances, the Group managed to overcome numerous challenges with its strong resilience and
recorded a revenue of approximately RMB1,838.0 million for the full year, representing a year-on-year increase of 5.7%.
Owing to the relatively slow recovery of the target markets, the intensified competition in the industry, and the adjustment in
our market strategy to secure market share, the gross profit margin declined significantly during the period, which in turn had
a significant adverse impact on the net profit, and the provision for impairment of certain items also increased, resulting in a
loss of approximately RMB99.9 million for the year. The Group will further implement its refined improvement measures, with
focus on enhancing its profit-making strength and bringing innovation and efficiency to the Group to make it move forward
more steadily.

BUSINESS REVIEW

Smart Transportation Business

By leveraging on its abundant experience in project implementation and combining its technological innovation with its
cooperation ecosystem, the smart transportation business has achieved a solid business growth and consolidated its
dominant position in the rail transit industry.

The Group’s smart station integrated operation and management platform developed on the back of its self-developed
digital base of Kunlun platform continued to iterate and innovate. It uses cloud platforms, digital twin, Internet of Things,

artificial intelligence and other technologies to realise Holoception (£ 8% 4%0), panoramic management and control (25 &%),

intelligent analysis (£ 825 4T) and proactive development (= Z)#E{t) of a subway station to build an unstaffed self-service
smart station with automated operation. The successful application of the platform in the newly implemented project of the
fully automatic driverless line at GoA4 level of Ningbo Metro Line 6 (Z)5 #1655 42) has further promoted its realisation and a

large-scale promotion and application in the field of rail transit.

During the period, the Group actively expanded into new businesses such as rail transit communication which already
developed into a new growth point. The integration public security communication system of the First Phase Project of
Shenyang Metro Line 4 (EfZiE45548), with its precise capacity in data processing and reliable information exchange
capability, supported the command and scheduling of 23 stations and the metro public security system along the entire line,
rapidly transmitted voice, data, images and other information, ensuring on-site unified command and scheduling in case of
the occurrence of contingencies, and helping to improve the safety management level of the metro railway.

While ensuring the regular operation of the existing Line 9, the BAS system upgrade and renovation project of Tianjin-Binhai
Light Rail Line 9 (/B8 #95R42BAS R A F #2iE T8 H) has updated the BAS system of the existing stations and achieved
integration with the BAS system of newly opened stations on Line 9. This enhancement has improved the safety of line
operations and achieved full localization of controllers. It has also accumulated rich experience in the field of existing line
renovation projects.

Smart Building and Complex Business

The smart building and complex business continued to lead the industry with low-carbon technology, and kept intensively
penetrating its presence in different sectors of the industry, such as digital complex, smart healthcare and smart exhibition,
and developing innovative solutions for various application scenarios in different fields.

During the period, the Group continued to focus on smart healthcare sector and won the bid for the project of Science City
branch of the Fourth People’s Hospital of Chongqing (B 25 M A R BB B2 FTR). Leveraging on the self-developed
digital base of Kunlun platform, and with the smart operation and management platform as the core, sharing and exchange
of data among the smart system, information system and medical specialised system of the hospital was achieved. It
provided data support to the hospital to standardise its data management, optimise the medical process and improve the
efficiency of decision-making. At the same time, it also created a “new model” of comfortable, smart and digital medical
services to improve the patients’ medical experience and enhance their overall experience.

Annual Report 2023  Technovator International Limited 9



Management Discussion and Analysis

The smart building and complex business successively won the bid for and implemented the series projects for Dongsheng
Science and Technology Park of Zhongguancun Project (1 B84 5 7 EHE &), including the intelligent and smart system for
the Future School (R2EER) of Haidian District, Beiing (Dongsheng Campus of National Day School (+—Z2 KR FHXIE))
and Dongsheng Building ((R 7K /&), Dongsheng Exhibition Hall (327 &), Dongsheng Self-using Office (R & F##A) and
other projects, helping to build the supporting service system of “enthusiast-oriented, serving for the entrepreneurs (JAZ [
HEA - BEIFEEIRT) in order to fully meet the working and daily living needs of the talents in various fields in the park
and establish a close cooperative relationship with the high-tech industrial park.

The Group seized the market opportunities emerging from the strong recovery of the exhibition industry and endeavoured
to expand into new markets. During the period, the Group won the bid for the project of the smart exhibition hall of Xinxing
Cathay International Group (FTEFRZEE B S ZEEE) and was responsible for the installation of the multimedia system
and the electrical and mechanical decor, which was the first time the Group demonstrated its capacity in fully specialised
contracted works and turnkey delivery in the exhibition sector, leading to the expansion of our presence in smart exhibition
business, consolidation of our competitive edges in the field of smart exhibition and enhancement of the market influence of
the Group.

Smart Energy Business

The smart energy business continued to consolidate its dominant position in intelligent heating sector and actively explored
the energy management services market and the business within China National Nuclear Corporation (“CNNC”). This
business is carried out with a view to providing integrated solutions for the low-carbon and zero-carbon transformation of
urban energy to help achieve the carbon peaking and carbon neutrality target.

During the period, the Group entered into contracts for a number of energy management projects, such as Guyuan and
Yan’an, and certain intelligent heating projects, such as Songyuan and Kuitun, which consolidated its advantages in the
fields of heating network informatization and automation project. The Group also entered into contracts for the sales of and
provision services for large temperature difference heat exchange units, including those in Taiyuan, Chifeng and Jinzhou,
maintaining its strong momentum in the sales of energy-saving equipment for central heating projects.

The Group won the bid for the energy escrow project for Ordos Airport (3853 % A1) and was actively advancing the
preliminary work for the energy escrow projects in certain airports under the strategic framework agreed with the Capital
Airport (B #B#15). In addition to its continuous expansion in the energy escrow business, the Group also enhanced its
capacity in the construction of high-efficiency energy stations and intelligent energy systems, so as to lay a solid foundation
for the further development of the integrated smart energy management services.

Smart energy business has actively expanded its business within the CNNC, providing the companies of the group with
services for the management of non-nuclear clean energy production, and energy conservation for nuclear power plants.
During the period, we constructed an intelligent energy management platform for new energy production enterprises of
CNNC. We have connected the platform to more than 200 wind and photovoltaic power stations (&} % i) and completed
the construction of more than 10 centralised control centres, effectively improving the integrated management of new
energy production. The Group also won the bid for the energy-saving project of the Fuging Nuclear Power Plant (& /514 %
k) to develop a smart management platform for electricity consumption of the Fuging Nuclear Power Plant and to design
a customised energy consumption management index system for this plant to solve the issues caused by, among others,
collection of the electricity metering data by the level of consumption, data governance, statistical analysis, and benchmark
for performance assessment, which further strengthened the synergistic development of the business within CNNC.

OUTLOOK

Under the complicated environment of cyclical fluctuations in domestic economic growth, the Group has firmly maintained its
fundamentals and is committed to enhancing its overall competitiveness and ability to adapt to market changes. Technovator
will actively practise the green development concept of “intelligence and energy saving” with a prudent and pragmatic
attitude and promote the transformation and application of technological innovation achievements with its driving force of
innovation. At the same time, the Group will focus on identifying potential growth points to broaden the expansion of its
business landscape, so as to inject fresh energy to more green and smart cities and to accumulate stronger momentum for
sustainable development in the future.
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Management Discussion and Analysis

Financial Review

Revenue

In 2023, by taking advantage of the synergy effect form its technology and innovation, the Group achieved stable growth
in its ordinary projects. The Group recorded a net revenue of RMB1,838.0 million for the full year, representing a year-on-
year increase of 5.7%. Thanks to a relatively strong recovery in the markets of smart transportation business, the Group,
by leveraging its technology accumulation and its experience in project management, saw an increase in the number of
its project contracts, with accelerated construction progress and significant year-on-year growth in revenue. For the smart
building and complex business, affected by the weaker-than-expected investments in the target markets, the segment
recorded a year-on-year decrease in revenue for the full year. For the smart energy business, the revenue of the segment
achieved a year-on-year increase as the Group managed to seize the emerged opportunities in energy development, refined
its solutions for smart energy systems and further enhanced its influence on the energy industry.

Revenue by business segments
The table below sets forth the Group’s revenue by business segments for the years indicated.

2023 2022
Revenue Revenue Comparison
(RMB’000) % of revenue (RMB'000) % of revenue
Smart transportation 467,056 25.4% 349,528 20.1% 33.6%
Smart building and complex 822,510 44.8% 892,492 51.3% —7.8%
Smart energy 548,444 29.8% 496,858 28.6% 10.4%
Total 1,838,010 100% 1,738,878 100% 5.7%

Smart Transportation

The revenue generated from the smart transportation business increased by 33.6% from approximately RMB349.5 million in
2022 to approximately RMB467.1 million in 20283. During the year, the number of bid-winning contracts having been signed
for the projects of this segment increased. Revenue also increased significantly as the Group overcame various adverse issues
such as tight delivery schedules and insufficient base for our work commencement, and spared no effort to advance the
progress of project implementation. The implementation of the projects such as Changchun Urban Rail Transit Line 2 (K&
B F29E4E), Suzhou Rail Transit Line 7 (8RN M #B A 7954E), Tianjin Metro Line 4 (FEHEIHA5548), and Changsha
Rail Transit Line 1 (KA M #IEB15745) has achieved some progress, making contribution to the revenue growth of the
business. In addition, the Group entered into a contract for the integration of public security communication system of the
first phase of Shenyang Metro Line 4 (508457 42), which realised a cross-specialisation breakthrough in the industry.
The project was successfully commenced during the period and has achieved certain progress, creating a new income
sources for this segment.

Smart Building and Complex

The smart building and complex business recorded a revenue of approximately RMB822.5 million in 2023, representing
a decrease of 7.8% from approximately RMB892.5 million in 2022. Having affected by the adverse external environment,
revenue from this segment recorded a decrease. The Group endeavoured to maintain the business development of the
segment on the back of its business strength and established reputation. In addition to the foregoing, the Group also
recorded settlement income from the new contracts for a series of digital and intelligence projects and saw a significant
advancement of the progress of project implementation as it committed to building a digital and intelligent boutique project.
Furthermore, the key projects such as the Collective Industrial Land at Parcel X2, Xibeiwang, Haidian District (&€ [& FE1LrE
X2 158 £ B2 7 ¥ A ) and the Smart Campus Project for Harbin Medical University (Daging) (BGE/BER AZBAESRE S
&) continued to make contribution to the revenue of the segment. The Group entered into new contracts for the projects
such as a smart exhibition hall of Xinxing Cathay International Group (¥7EX £ B2 Z & EE) and the management system
for pedestrian flow monitoring and early warning in Tian’anmen area (K% P9 [% &7t 25 0 78 Z%E 1 2 4%), for which progress
have been made during the period and revenue was recorded for the period.
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Management Discussion and Analysis

Smart Energy

The smart energy business recorded a revenue of approximately RMB548.4 million in 2023, representing an increase of
10.4% from approximately RMB496.9 million for the corresponding period last year. The construction works and software
development for the key projects, including Guoneng Jilin Jiangnan Heat Network Demonstration Application (B85 & #)T
FIZMAE R E048 ), Taiyuan Absorption Heat Exchange Unit for the Centralized Heating System (AR & AR 420 T 12 TR U=
HE#2E) Taiyuan Heating Factory and Heating Network Automation System for the Centralized Heating System (AR
SR 2 T 2 ZVR R N 208 B4 £ 47), and Xinhua Power Generation Kashgar Zero-carbon Complex (FT2E 38 & R T T 0 &
822 [%), have progressed as scheduled, for which node-tasks under their milestone targets were completed and settlement
income for the period was recorded. At the same time, the implementation of Energy Management Contract (EMC) projects
such as the central heating of Xinjiang Tianfu and Qingdao Xingping Thermal Power Co., Ltd. (5 S FZ2EFRR A F) has
progressed steadily and contributed stable revenue to the segment. The Group also coordinated various market resources
to bring us competitive edges that a synergy effect would create. A number of projects secured from the new energy
production enterprises under CNNC have made progress during the period, making further contribution to the revenue of the
segment.

Cost of sales

The Group’s cost of sales increased by approximately 16.3% from approximately RMB1,435.4 million in 2022 to
approximately RMB1,668.7 million in 2023, which was mainly attributable to the increase in revenue and the decrease in
gross profit margin.

Gross profit

Gross profit decreased by 44.2% from approximately RMB303.4 million in 2022 to approximately RMB169.3 million in 2023.
Gross profit margin for the period was approximately 9.2%, representing a decrease of 8.2 percentage points as compared
to that of the corresponding period last year. In response to the relatively slow recovery of the target markets and the
intensified competition in the industry, the Group made a corresponding adjustment to its market strategies so as to maintain
its market shares, resulting in a significant decrease in the gross profit margin.

Other revenue

In 2023, the Group recorded other revenue of approximately RMB27.7 million, representing a decrease of approximately
16.6% as compared to approximately RMB33.2 million of 2022, mainly attributable to the decrease in government grants
and interest income for EMC projects.

Other net gain

The Group recorded a significant decrease in other gain from approximately RMB11.9 million for 2022 to approximately
RMBO0.8 million for 2023. The debt restructuring of the subsidiaries of the Group in previous year brought a substantial gain. As
a result of the absence of such non-recurring event in this year and the decrease in net foreign exchange gains and losses,
other gain recorded a decrease.

Selling and distribution costs

Selling and distribution costs of the Group for 2023 were approximately RMB63.3 million, representing a year-on-year
decrease of 22.3% as compared to approximately RMB81.5 million for 2022. Selling and distribution costs accounts for 3.4%
(2022: 4.7%) of the revenue. The Group continued to strengthen its management in human resources and expenditure,
resulting in a decrease in labour costs and operating expenses.

Administrative and other operating expenses

Administrative and other operating expenses increased by 26.5% from approximately RMB133.0 million for 2022 to
approximately RMB168.2 million for 2023. The increase in the investment in scientific research, and the reduction of industrial
waste heat as a result of the adjustment of the national energy structure caused an under-estimated operation rate for some
of the waste heat recovery projects in their early stages or the termination of projects, and the provision for impairment
losses of assets resulted in a year-on-year increase in administrative and other operating expenses.
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Management Discussion and Analysis

Impairment loss on trade and other receivables and contract assets

In 2023, the Group made provision for impairment loss on trade and other receivables and contract assets of approximately
RMB57.7 million, representing a year-on-year decrease of approximately 7.2% from approximately RMB62.2 million for
2022. Due to strained capital chains of customers, the collection of payments for the projects delayed and the credit term
further extended. However, with the successful collection of some of the receivables past due as the Group implemented
more stringent and refined management on the receivables for the year, the impairment loss on trade and other receivables
and contract assets decreased as compared to those for the same period last year.

Finance costs

Finance costs of the Group for 2023 were approximately RMB8.5 million, representing an increase as compared to RMB6.7
million for 2022. It was due to the appropriate increase in the Group’s loans based on its actual capital position and business
development needs.

Income tax
Income tax decreased from approximately RMB9.7 million in 2022 to approximately RMB0.3 million for 2023. The losses
recorded for the year led to a significant decrease in the provision for income tax expense.

(Loss)/profit for the period

In 2023, the Group recorded the loss of approximately RMB99.9 million, as compared to the profit of approximately
RMB55.7 million for 2022. Net profit margin decreased to approximately —5.4% for the year from 3.2% for the same period
last year. The loss and decrease in net profit margin for the year were mainly attributable to the decrease in gross profit and
increase in the amount of impairment of assets.

The basic and diluted earnings per share from continuing operations of the Group decreased to RMB-0.1291 (2022:
RMBO0.0705).

Working capital and financial resources
The following table sets forth the Group’s current assets and liabilities as at the dates indicated:

As at As at

31 December 31 December

2023 2022

(RMB’000) (RMB’000)

Inventories 1,282,681 1,191,189
Trade and other receivables Mete 7) 1,864,577 1,760,516
Trade and other payables 2,222,978 1,924,246
Average inventory turnover days 246 228
Average trade receivables turnover days "2 290 269
Average trade payables turnover days "2 387 360

Note 1:  Trade and other receivables included trade and other receivables and prepayments
Note 2:  The calculation of turnover days excluded other receivables, other payables and related party amounts

The Group’s inventories increased by 7.7% from approximately RMB1,191.2 million as at 31 December 2022 to
approximately RMB1,282.7 million as at 31 December 2023. As some projects commenced mostly at the end of the year,
the Group stocked up its inventories to ensure a smooth implementation of such projects, resulting in a year-on-year increase
in inventory, and the inventory turnover days increased to approximately 246 days as compared to the corresponding period
last year.
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Management Discussion and Analysis

The Group’s trade and other receivables increased by 5.9% from approximately RMB1,760.5 million as at 31 December
2022 to approximately RMB1,864.6 million as at 31 December 2023. The average trade receivables turnover days increased
from 269 days for the corresponding period of last year to 290 days. The increase in the amount and turnover days of
receivables was mainly due to the prolonged payment time by customers.

The Group’s trade and other payables amounted to approximately RMB2,223.0 million as at 31 December 2023,
representing an increase of 15.5% as compared to approximately RMB1,924.2 million as at 31 December 2022. The
Group’s average trade payables turnover days increased from approximately 360 days in 2022 to approximately 387 days in
2023. The Group has done its best to secure favourable payment terms and extended credit terms from its suppliers, which
led to an increase in trade and other payables and the turnover days of the payables.

Liquidity and financial resources

During the period, the Group financed its operations primarily through cash flow from operations and cash balance on hand. As
at 31 December 2023, the Group had cash and cash equivalents of approximately RMB363.3 million, which accounted for
12.5% of the Group’s net assets (31 December 2022: cash and cash equivalents of approximately RMB354.0 million).

As at 31 December 2023, the Group’s indebtedness consisted of short-term bank loans of approximately RMB275.8 million
with an average interest rate of 3.75% per annum and long-term bank loans of approximately RMB10 million with an interest
rate of 3.8% per annum. The Group’s new long-term borrowings were used in the construction of the Chongaging Xiantao
Data Valley Project (EE LBt EUEATER).

As at 31 December 2023, the Group’s debts were primarily bank loans denominated in RMB. Cash and cash equivalents
were primarily bank deposits and cash on hand denominated in RMB, USD, HKD and SGD, and deposits that were readily
convertible into known amounts of cash.

As at 31 December 2023, the net cash of the Group was approximately RMB77.5 million (31 December 2022: net cash of
approximately RMB163.6 million). Gearing ratio, defined as loans and borrowings divided by total assets, was approximately
5.2% (31 December 2022: approximately 3.6%).

Pledge of assets
As at 31 December 2023, the Group had no pledge of assets.

Contingent liabilities
As at 31 December 2023, the Group did not have any material contingent liabilities.

Off-balance sheet arrangements

The Group did not have any special purpose entities that provided financing, liquidity, market risk or credit support to it or
were engaged in leasing, hedging or research and development services with it. The Group did not enter into any derivative
contracts that were indexed to the shareholders of the Group (the “Shareholders”) and classified as Shareholders’ equity,
or that were not reflected in its financial statements. Moreover, the Group did not have any retained or contingent interest in
such assets that were transferred to unconsolidated entities to provide credit, liquidity or market risk support service for such
entities.
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Employee, training and development
As at 31 December 2023, the Group had a total of 665 employees compared to 779 employees as at 31 December 2022.
Total staff costs decreased from approximately RMB215.4 million in 2022 to approximately RMB206.6 million in 2023.

As a matter of policy, the Group remunerates its employees based on their performance, experience and prevailing industry
practices, with all compensation policies and packages reviewed on a regular basis. The Company has adopted a share
award scheme on 4 December 2015 for the purpose of providing incentives and rewards to eligible members of the scheme.

The Group provides regular training for its employees to keep them abreast of the Group’s products, technology
developments and the market conditions of its industry. The Group also offers additional training for frontline sales staff
regarding each new product launch, so as to help them deliver more effective sales and promotion. In addition, the Group’s
senior management also attends conferences and exhibitions to broaden their knowledge of the industry.

Material acquisitions and disposals
For the year ended 31 December 2023, the Group had no material acquisition or disposal of subsidiaries or associates.

Significant investments
For the year ended 31 December 2023, the Group had no significant investment.
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Directors and Senior Management

Executive Directors

Mr. Zhao Xiaobo (i iK)

Aged 54, is an executive director and chief executive
officer of the Company, responsible for overall strategic
planning and general management of the Group. He joined
the Group in May 2005 and was appointed as a director
on 26 May 2005 and was re-designated as an executive
director on 12 April 2011. Mr. Zhao received his Bachelor’s
degree in Thermal Engineering from Tsinghua University
in 1993 and Executive Master of Business Administration
from Tsinghua University in 2005. Mr. Zhao was qualified as
professor and researcher level senior engineer A%t B
F = A TFEAM) in 2009.

Mr. Zhao joined Beijing Tsinghua Artificial Environmental
Engineering Co. (% A LIR%E LIEAA]), which was the
predecessor of THTF (which is listed on the Shanghai Stock
Exchange (stock code: 600100)) in 1993, and has worked
in various departments within that company, responsible
for R&D for product technology, software programming,
solutions and sales, project management, as well as
business strategies and planning. He had participated
in many “intelligent building” projects, such as projects
with the Beijing Hotel in the PRC and the Tehran Metro
in Tehran, Iran. Mr. Zhao and such projects that he was
involved in received various awards including the building
low-carbon technology innovation award issued by Ministry
of Science and Technology of the PRC (R A R FE R}
257 E8). Mr. Zhao was also previously an assistant to the
president of THTF and a general manager of “Digital City
Division” of THTF.
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Mr. Wang Zhigiang (£ &)

Aged 46, has been appointed as an executive Director
since 1 February 2024.

Mr. Wang has been the general manager and the deputy
secretary of the party committee of Tongfang Smart Energy
Co., Ltd.* (AFEZsRBEREEAR]) since December
2022. Mr. Wang joined Tsinghua Tongfang Co., Ltd.* (R &
%17, a company listed on the Shanghai Stock Exchange
(stock code: 600100), “THTF”) in August 2004. Mr. Wang
worked in Tongfang Applied Information Systems Division
(B FEFRE B &R from August 2004 to October
2011 and in Tongfang Digital City Division Engineering
Centre (AT EFWMEZEAZLLIEF L) from October
2011 to November 2017. From November 2017 to
December 2022, Mr. Wang served as the deputy general
manager of Tongfang Smart Energy Saving Division (&5
BEFTRLESEAED) and the general manager of Tongfang
Smart Building and Park Business Division ([E77 £ 2248
BEE A 7).

Mr. Wang obtained a bachelor degree majoring in thermal
energy and power engineering (Z\g£E) )1 T#2) from
Tsinghua University in July 2000 and a master degree
majoring in power machinery and engineering (&) /7
N T#8) from Tsinghua University in July 2003. He also
obtained the Executive Master of Business Administration
(BREEAETHERIETLT) from Tsinghua University in
July 2018.
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Non-Executive Directors

Directors and Senior Management

Mr. Qin Xuzhong (&4 )

Aged 51, was appointed as an executive director of
the Company on 7 February 2018. He has been re-
designated as a non-executive Director since 1 February
2024. Mr. Qin was appointed as the chairman of the
Board of the Company on 3 April 2018.

Mr. Qin joined THTF in June 2000. He is currently the
senior vice president of THTF, the chairman and the
secretary of the party committee of Tongfang Smart
Energy Co., Ltd.* (AFEEEREREMERQF), the
chairman of Tongfang Artificial Environment Co., Ltd
(AHALREARAR). Mr. Qin also held several
positions in THTF, including the vice president of THTF,
the general manager of Tongfang Smart Energy Saving
Division (RAEEELEZXAZ) , the chairman of
Tongfang Kawasaki Advanced Energy-saving Machine
Co., Ltd.* (A5 fige = E AR 2 8), the chairman of Wuxi
Tongfang Artificial Environment Co., Ltd.* (E#H[F A A
TIRIZEAR AR, the assistant of president in THTF,
the standing vice general manager and project center
general manager of Tongfang Digital City Division ([R5
BT T EE FEANER).

Mr. Qin obtained the doctor degree in heating, gas
supply, ventilating and air conditioning engineering from
Tsinghua University in June 2000, the Executive Master
in Business Administration from Tsinghua University in
March 2007. He was awarded as the professor senior
engineer (ZI% 4 = A TF2AM) in Beijing in May 2012. He
is also the standing vice president of China Construction
Industry Association — Green Building and Intelligent
Building branch (FRIREEX B e EREREREREED
@), the vice president of the Council of Intelligent Branch
of China Engineering and Consulting Association (#
BB REFT HEEEOLIEES), the vice president of
counsel of the Engineering Design Committee of Chinese
Association of Automation (PRI B E{LEe TRERFZE
E%) and a member of Technical Committee of China
District Heating Association (1 Bt SEE 25 & K iiTZ 8
)

(5o
=)
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Mr. Zeng Xuejie (& 2 £§)

Aged 49, was appointed as a non-executive director of the
Company on 17 June 2021. Mr. Zeng has over 17 years
of experience in management. He was the head of the
planning and development department and secretary to the
board of directors in Beijing Jingcheng Water Services Co.,
Ltd. Gt R RBIKIEER A R]) from July 2004 to December
2007. From December 2007 to October 2009, he was the
vice general manager of the asset management department
of the China Sciences Group (Holding) Co., Ltd.. From
October 2009 to June 2015, he successively served as the
general manager of the investment development business
department, the head of the development and planning
department, the head of the operations and management
department and secretary to the board of directors in
China Aviation International Construction and Investment
Co., Ltd (P EIfIZ= R ERIREBR 2 A]). From June
2015 to January 2017, he was the head of the corporate
development department, the secretary to the board of
directors and assistant to the general manager in the
Institute of Architecture Design and Research, CAS. From
January 2017 to April 2020, he was the chief investment
officer and the manager of the investment department of
Tongfang Energy Saving Engineering Technology Co.,
Ltd., a wholly-owned subsidiary of the Company. Since
April 2020, Mr. Zeng has been the general manager of the
investment development department of the Smart Energy
Saving Division of THTF.

Mr. Zeng obtained a bachelor’s degree in mechatronics
from Hunan University (#FAZ) in July 1996 and a
master’s degree in managerial sciences and engineering
from the Beijing University of Technology (1t 5 T 3 K E2)
in July 2004. He was qualified as a senior economist and a
consulting engineer (investment) in the PRC.
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Directors and Senior Management

Non-Executive Director

Independent Non-Executive Directors

Ms. Zhang Yanhua (35 % %)

Aged 46, has been appointed as a non-executive Director
since 1 February 2024.

Ms. Zhang has been the vice general manager and the
president of the labour union of Tongfang Smart Energy
Co., Ltd.* (AFEEfIRBREEAF]). Ms. Zhang joined
THTF in June 2000 and successively worked as a business
assistance and a manager in industry control department
of Tsinghua Tongfang Control Engineering Division (/& 2 7]
FEHE T2 F) from June 2000 to May 2006. She then
worked in Tongfang Applied Information Systems Division
([R5 FE A= B A 4 AR ER) from May 2006 to January 2012
and in Tongfang Digital City Division Engineering Centre
(RAABFHMEE AL TES D) from January 2012
to November 2017. Ms. Zhang then served as the vice
general manager and president of labour union of Tongfang
Smart Energy Saving Division ([F 5 & £ & §E = Z AET) from
November 2017 to December 2022.

Ms. Zhang obtained a bachelor degree majoring in financial
management from Peking University in January 2009 and
the Executive Master of Business Administration (& 4% & I
ABEITHEEELT) from Dongbei University of Finance &
Economics (RAL B4R E2) in January 2015.
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Dr. FAN Ren Da, Anthony (S&{=3)

Aged 63, was appointed as an independent non-executive
director of the Company on 8 September 2011. Dr. Fan
is the chairman and managing director of AsiaLink Capital
Limited and also an independent non-executive director of
Neo-Neon Holdings Limited (stock code: 1868), Shanghai
Industrial Urban Development Group Limited (stock
code: 563), China Dili Group (stock code: 1387), CITIC
Resources Holdings Limited (stock code: 1205), Haitong
Securities Co., Ltd (stock code: 6837) and Semiconductor
Manufacturing International Corporation (stock code: 981).
Dr. Fan has been re-designated from an independent non-
executive director to an executive director and resigned
as the chairman of the remuneration committee and a
member of each of the audit committee and the nomination
committee of Tenfu (Cayman) Holdings Company Limited
(stock code: 6868), a company listed on the Stock
Exchange, with effect from 18 May 2021. He is also the
Founding President of The Hong Kong Independent Non-
Executive Director Association. Dr. Fan also serves as a
non-executive director of Hilong Holding Limited (stock
code: 1623). All of the said companies are listed on the
Main Board of the Stock Exchange. Dr. Fan holds a
master’s degree in business administration from the United
States of America and a PhD degree in Economics.
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Mr. Chia Yew Boon (# A X)

Aged 65, was appointed as an independent non-executive
director of the Company on 8 September 2011. He
received his Diploma of Chemical Engineering from Ecole
européenne de chimie, polymeres et matériaux (ECPM)
(formerly known as Ecole Nationale Supérieure de Chimie
de Strasbourg, France) in July 19883. Trilingual in English,
French and Chinese, Mr. Chia has high level experience in
sovereign wealth fund management, blockchain ecosystem
investments, private equity, venture capital, investment
banking, education, and government.

Before entering the financial sector, Mr. Chia worked
for the Economic Development Board of the Singapore
government in various capacities from 1985 to 1990.
He then spent eight years in equity research and
corporate finance with regional investment banks from
1990 to 1998. From 1999 to 2005, Mr. Chia served as
the senior vice president at GIC Special Investments
Pte Ltd, a subsidiary of the Government of Singapore
Investment Corporation. From 2005 to 2007, he was
the chief executive officer of EasyCall International Ltd,
a company involved in tertiary education in China and
Australia, which was previously listed on the Australian
Securities Exchange (stock code: EZY) and Singapore
Stock Exchange, and a director of Strategic Planning
at Boustead Singapore Limited, an engineering and
information technology services company whose shares
are listed and traded on the Singapore Stock Exchange
(stock code: SGX: FID). Since April 2007, he has been
an independent private equity and venture capital
consultant.
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Mr. Chia is the founder of Catalyst Advisors International,
a company providing consulting services for private
equity and venture capital projects. Mr. Chia serves as
an advisor to Helicap, a fintech company developing
sophisticated credit analytics tools for managing a
highly successful private credit fund, building an online
investment distribution platform, and plays a similar role
in Helicap Labs (Helix), Helicap’s spin-off that’s building
a platform to bridge defi liquidity and tokenised real
world assets. In the blockchain space, he is also an
advisor to Rosemoor Capital, a blockchain ecosystem
venture capital investment manager with partners in New
York and London.

Mr. Chia is also an independent non-executive director
of EC World Asset Management Pte Ltd, which manages
EC World Real Estate Investment Trust; EC World REIT
is listed on the Singapore Stock Exchange (stock code:
SGX: BWCU) and has a diversified portfolio of income-
producing real estate used primarily for e-commerce,
supply chain management and logistics purposes, with
an initial geographic focus on China.
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Directors and Senior Management

Ms. Lu Yao (F£3£)

Aged 45, has been appointed as an independent non-
executive Director since 29 May 2023.

Ms. Lu has extensive teaching and research experience
in the field of economics and management. She has
been working at the Department of Finance of School of
Economics and Management, Tsinghua University (5%
KELE TR ET) since December 2009 and has held
various key positions, including: (i) assistant professor from
December 2009 to December 2012; (i) associate professor
from December 2012 to December 2016; (i) tenure-track
associate professor from December 2016 to July 2020;
(iv) vice chair of the Department of Finance since October
2020; (v) tenure-track professor since July 2020; and (vi)
director of Financial Research Center since February 2024.
Ms. Lu is also a member of China Society for Finance and
Banking (FEI £/ Z), a member of China Finance and
Accounting Academic Annual Conference (1 B8 75 ER & =1
EYif 5 €), a member of Financial Quantitative Analysis and
Computer Professional Committee of China Interdisciplinary
Science Research Association (FERZ Y RIEMEE S
BE(EDTHEEEZELZER), a researcher for several
institutes and research centers of Tsinghua University
and University of Michigan — Ann Arbor, and a member
of editorial board of several academic journals, including
Economic Management Journal, Corporate Governance:
An International Review and Pacific-Basin Finance Journal.
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Ms. Lu has published 53 papers in top authoritative
academic journals, such as Journal of Finance,
Management Science, Journal of Financial Economics,
Journal of Financial and Quantitative Analysis, Review
of Economics and Statistics and Review of Finance
and Journal of Corporate Finance. Besides, Ms. Lu has
presided over 18 research projects, including key projects
funded by Tsinghua University, the Ministry of Education,
National Natural Science Foundation of China (15X & AR}
BHEZ E®), People’s Bank of China, Ministry of Industry
and Information Technology of the People’s Republic of
China (P2 AR F£LFME T M= E1E3) and State-owned
Assets Supervision and Administration Commission of the
State Council (BB EEEEEELZER). Ms. Lu
independently published a monograph titled “Company
Mergers and Reorganizations”.

Ms. Lu obtained a bachelor’s degree in economics from
Central University of Finance and Economics (FF 92 B 4%
A in 2000, a master’s degree in statistics from Stern
School of Business, New York University in 2003 and a
doctor’s degree in business economics from Ross School
of Business, University of Michigan — Ann Arbor in 2009.
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Directors and Senior Management

Senior Management

Mr. Zhao Xiaobo (& iR) Mr. Qin Xuzhong (&4 %)

Please refer to the details set out above under the Please refer to the details set out above under the
paragraph headed “Executive Directors”. paragraph headed “Non-Executive Directors”.
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Directors and Senior Management

Mr. Wang Zhigiang (£ &34)

Please refer to the details set out above under the
paragraph headed “Executive Directors”.
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Mr. Leung Lok Wai (R 41&)

Aged 48, is the chief financial officer of the Group and a
joint company secretary of the Company. He joined the
Group in June 2010. Mr. Leung received his Bachelor’s
degree in accountancy from the Hong Kong Polytechnic
University in December 1999. He is a member of Hong
Kong Institute of Certified Public Accountants and a
member of the Institute of Internal Auditors. He has over
20 years of experience in accounting, audit, due diligence
and financial management, including transaction services
in PricewaterhouseCoopers, group internal audit in Swire
Group and audit assurance services in KPMG. Mr. Leung
was also the company secretary of Neo-Neon Holdings
Limited (stock code: 1868), which is listed on the main
board of the Stock Exchange.

JOINT COMPANY SECRETARIES

Mr. Leung Lok Wai (R #{&), please refer to the
details set out above under the paragraph headed
“Senior Management”.

Ms. Cheok Hui Yee (E£&), aged 38, was
appointed a joint company secretary of the
Company on 23 January 2020 to satisfy the
requirement under the Companies Act 1967
of Singapore that the company secretary of a
company incorporated in Singapore shall be
residing locally in Singapore. Ms. Cheok is an
associate member and a practicing chartered
secretary of the Chartered Secretaries Institute
of Singapore. Ms. Cheok has over 10 years of
experience in corporate secretarial practice in
Singapore. She is currently a senior manager of
Tricor Evatthouse Corporate Services, a division of
Tricor Singapore Pte. Ltd..
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Report of the Directors

The directors of the Company (the “Directors”) have pleasure in presenting their report together with the audited financial
statements for the year ended 31 December 2023.

PRINCIPAL ACTIVITIES

The Group is principally engaged in integrated urban energy saving services. Its business covers three major segments
including smart transportation, smart building and complex and smart energy, providing the customers with smart energy
management products, solutions and integrated services throughout their full life cycles.

BUSINESS REVIEW

The business review of the Group as at 31 December 2023 is set out under the section headed “Management Discussion
and Analysis” of this annual report on pages 9 to 15.

ANALYSIS OF FINANCIAL KEY PERFORMANCE INDICATORS

For details of the key financial performance indicators to the performance of the Group’s business, please refer to “Five Year
Financial Summary” on page 8 of this annual report.

SUBSIDIARIES
Details of the principal subsidiaries of the Group as at 31 December 2023 are set out in note 14 to the financial statements.

FINANCIAL STATEMENTS

The loss of the Group for the year ended 31 December 2023 and the state of the Company’s and the Group’s affairs as at
that date are set out in the financial statements on pages 88 to 148 of this annual report.

DIVIDENDS

During 2023, the Company has not declared any dividend in respect of the financial year ended 31 December 2022. The
Board does not recommend any final dividend for the year ended 31 December 2023.

RESERVES

Details of movements in reserves of the Company and the Group are set out in note 24 to the financial statements and in the
consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES OF THE COMPANY

As at 31 December 2023, the aggregate amount of reserves available for distribution to equity shareholders of the Company
was RMB371,561,000 (2022: RMB384,094,000). Details of the reserves of the Company as at 31 December 2023 are set
out in note 24 to the financial statements.

CHARITABLE DONATIONS

No charitable donations were made by the Group during the year ended 31 December 2023 (2022: RMB41,795).
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PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Group for the year ended 31 December 2023 are set out in note 11 to
the financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company during the year ended 31 December 2023 are set out in note 24
to the financial statements.

DIRECTORS

The Directors during the year ended 31 December 2023 and as at the date of this report were:

Executive Directors

Mr. Zhao Xiaobo (H5HER)

Mr. Wang Zhigiang (£ 75%) (appointed on 1 February 2024)

Mr. Qin Xuzhong (&% ) (Chairman) (re-designated as a non-executive Director on 1 February 2024)

Non-executive Directors

Mr. Qin Xuzhong (Chairman) (re-designated as a non-executive Director on 1 February 2024)
Ms. Zhang Yanhua (35 %t 2%) (appointed on 1 February 2024)

Mr. Liang Wuquan (2H %) (resigned on 1 February 2024)

Mr. Zeng Xuejie (22 £24)

Mr. Zhang Jian (5R%E) (resigned on 1 February 2024)

Independent Non-executive Directors

Ms. Chen Hua (FRZE) (resigned on 29 May 2023)
Ms. Lu Yao (F£¥8) (appointed on 29 May 2023)
Mr. Chia Yew Boon (& X)

Mr. Fan Ren Da Anthony (381~ %)

The Company has received annual confirmations of independence from each of the existing independent non-executive
Directors in accordance with Rule 3.13 of the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”). The Company considers that all the independent non-executive Directors are independent in accordance with the
Listing Rules.

Mr. Zhao Xiaobo, Mr. Chia Yew Boon and Mr. Fan Ren Da Anthony entered into service contracts with the Company for an
initial term of one year, commencing from 27 October 2011. Mr. Qin Xuzhong has entered into a service contract with the
Company for an initial term of one year commencing from 7 February 2018. Mr. Zeng Xuejie entered into a service contract
with the Company for an initial term of one year commencing from 17 June 2021. Ms. Lu Yao entered into a service contract
with the Company for an initial terms of one year commencing from 29 May 2023. Mr. Wang Zhigiang, Mr. Qin Xuzhong
(re-designated as a non-executive Director) and Ms. Zhang Yanhua entered into service contracts with the Company for an
initial terms of one year commencing from 1 February 2024. Each of the service contracts are automatically renewed upon
expiration and until terminated by either party upon a three-month prior written notice.

In accordance with article 104 of the Company’s Constitution (the “Constitution”), Mr. Zhao Xiaobo and Mr. Fan Ren Da
Anthony will retire from the Board by rotation at the forthcoming annual general meeting and, being eligible, offer themselves
for re-election.

No Director proposed for re-election at the forthcoming annual general meeting 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.
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Report of the Directors

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES
Biographical details of the Directors and senior management are set out on pages 16 to 22 of this annual report.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed below, there was no contract of significance to which the Company, its holding company, or any of its
subsidiaries was a party, and in which a Director of the Company had a material interest, whether directly or indirectly,
subsisted during or at the end of the year ended 31 December 2023.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2023, the Directors and the chief executive of the Company and their respective associates had the
following interests or short positions in the Shares, underlying shares of the Company (the “Shares”) and debentures of the
Company and its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance (Chapter
571 of Laws of Hong Kong) (the “SFQO”)) which have been notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO, including interests and short positions which the Directors and the chief executive
of the Company are taken and deemed to have under such provisions of the SFO, or which are required to be and are
recorded in the register required to be kept under Section 352 of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions of Directors of Listed Issuers (the “Model Code”):

Long Positions in the Company
Approximate

percentage of
interest in the

Name of Director and Capacity/ Number of issued share capital
chief executive Nature of interest Shares interested of the Company
Mr. Zhao Xiaobo Beneficial owner 8,728,000 1.12%

Save as disclosed above, as at 31 December 2023, none of the Directors or the chief executive of the Company had or
was deemed to have any interests or short position in the Shares, underlying Shares or debentures of the Company and
its associated corporations (within the meaning of Part XV of the SFO), which had been recorded in the register maintained
by the Company pursuant to section 352 of the SFO or which had been notified to the Company and the Stock Exchange
pursuant to the Model Code.

At no time was the Company, its holding company, or any of its subsidiaries a party to any arrangements to enable the
Directors and the chief executive of the Company (including their spouse and children under 18 years of age) to hold any
interest or short positions in the Shares, underlying Shares or debentures of the Company or its associated corporations (within
the meaning of Part XV of the SFO).
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ARRANGEMENT FOR DIRECTORS TO PURCHASE SHARES OR DEBENTURES

At no time during the year were rights to acquire benefits by means of the acquisition of shares in or debentures of the
Company granted to any Director of the Company or their respective spouses or minor children, or were such rights
exercised by them, or was the Company, its holding company or any of its subsidiaries a party to any arrangements to
enable the Directors of the Company to acquire benefits by means of the acquisition of shares in, or debt securities (including
debentures) of the Company or any other body corporate.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES

So far as is known to any Director or chief executive of the Company, as at 31 December 2023, the persons or corporations
(other than Director or chief executive of the Company) who had interest or short positions in the Shares and underlying
Shares of the Company which were required to be disclosed to the Company under the provisions of Division 2 and 3 of Part
XV of the SFO, or which were recorded in the register required to be kept under section 336 of the SFO were as follows:

Approximate
percentage of
interest in the

Number of issued share capital

Name of Shareholders Capacity/Nature of interest Shares interested of the Company

Tsinghua Tongfang Co., Ltd Beneficial owner 92,000,000 11.76%
(R IR B R A R) Interest in a controlled corporation( 194,330,142 24.84%

Resuccess Investments Beneficial owner 194,330,142 24.84%
Limited

Note:  Tsinghua Tongfang Co., Ltd (EJ7 %5 AR A 7)) (‘“THTF?) is the sole shareholder of Resuccess Investments Limited and hence is deemed to
be interested in all the Shares held by Resuccess Investments Limited.

Save as disclosed above, as at 31 December 2023, the Directors and the chief executive of the Company are not aware of
any other person or corporation having an interest or short position in the Shares and underlying Shares of the Company
which would require to be disclosed to the Company under the provisions of Division 2 and 3 of Part XV of the SFO, or which
were recorded in the register required to be kept by the Company pursuant to Section 336 of the SFO.

SHARE AWARD SCHEME

The Company adopted a share award scheme (the “Share Award Scheme”) on 4 December 2015. A summary of the
principal terms of the Share Award Scheme is set out as follows:

(i) Purpose of the Share Award Scheme
The purpose of the Share Award Scheme is to recognize the contributions by certain Selected Grantees and to
incentivize them to remain with the Group and to motivate them to strive for the future development of the Group,
and to attract suitable individuals with experience and ability for further development and expansion of the Group.

(ii) Participants
Under the rules of the Share Award Scheme, the individuals eligible to be granted award(s) thereunder include the
following persons: (a) any Executive, any full-time or part-time employee, or a person for the time being seconded
to work full-time or part-time for any member of the Group or of an Eligible Entity; and (b) a director or a proposed
director (including an independent non-executive director) of any member of the Group or of an Eligible Entity.
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(iii)  The total number of shares available for issue under the Share Award Scheme and the percentage of the
issued shares that it represents as at the date of the annual report
The maximum number of Shares in respect of which awards may be granted pursuant to the Share Award Scheme is
77,772,218, being 10% of the issued share capital of the Company as at the Adoption Date.

The total number of Shares available for issue under the Share Award Scheme is 77,772,218, being 9.94% of the
issued shares as at the date of the annual report.

(iv) Maximum entitlement of each participant
The maximum number of Shares which may be subject to an award or awards to a Selected Grantee at any one time
shall not in aggregate exceed 1% of the issued share capital of the Company as at the Adoption Date.

(v) Vesting period of Awards

Awarded Shares held by the Trustee upon the Trust and which are referable to a Selected Grantee shall vest to that
Selected Grantee in accordance with a vesting schedule determined at the discretion of the Board, provided that
the Selected Grantee remains at all times after the Reference Date and on each relevant Vesting Date(s) an Eligible
Person. The Board may also, in its absolute discretion, determine the performance, operating and financial targets
and other criteria, if any, to be satisfied by the Selected Grantee before the Awarded Shares can vest. For these
purposes the Trustee should be informed by the Company for such revision on the Vesting Date and may treat the
vesting schedule (which shall show the Awarded Shares prospectively vesting and actually vesting) as conclusive of
the matters shown in that schedule and that, in the case of vested entitlements, the Selected Grantee in question
remains a Grantee on the applicable Vesting Date (or any earlier deemed date under the terms of the Share Award
Scheme).

(vi) Payment on acceptance of Award
None.

(vii) Basis of determining the purchase price
None.

(viii) The remaining life of the Share Award Scheme
Subject to any early termination as may be determined by the Board pursuant to the terms of the Share Award
Scheme, the Share Award Scheme shall be valid and effective for a term of ten (10) years commencing on the
Adoption Date. The remaining life of the Share Award Scheme shall be approximately one and a half years.

As at 31 December 2023, to the knowledge of the Company, there was no outstanding Awarded Shares under the
Share Award Scheme which have not been vested to the Selected Grantees. The Company did not grant any share
awards under the Share Award Scheme since the Adoption Date. The number of awarded shares available for grant
under the Share Award Scheme at the beginning and the end of the financial year is 77,772,218 and 77,772,218,
respectively.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

During the year ended 31 December 2023, neither the Company nor any of its subsidiaries has repurchased, sold or
redeemed any of the Company’s listed securities.

CONNECTED TRANSACTION
During the year, there was no connected transaction required to be reported.

CONTINUING CONNECTED TRANSACTIONS

Connected persons
(a) Tsinghua Tongfang Co., Ltd. (“THTF”): THTF is a controlling shareholder of the Company (the “Controlling
Shareholder”) and is therefore a connected person of the Company under Rule 14A.11(1) of the Listing Rules.

(b) China National Nuclear Corporation (“CNNC”): CNNC is a controlling shareholder of China Baoyuan Investment Co.,
Ltd. (“China Baoyuan”) and China Baoyuan is a controlling shareholder of THTF. As the result, CNNC is an associate
of a connected person of the Company under Rule 14A.13(1) of the Listing Rules.

The continuing connected transactions

1. Sales of products to THTF from Technovator Beijing and such other parties procured by Technovator
Beijing and agreed by THTF
On 27 December 2022, Tongfang Technovator International (Beijing) Co., Ltd. (“Technovator Beijing”) and THTF
entered into a sales agreement (the “2022 Sales Agreement”) to commence a new term for the transactions
contemplated under the sales agreement dated 24 October 2019, pursuant to which Technovator Beijing agreed
to sell or procure such other parties agreed by THTF, including members of the Group, to sell intelligent energy
saving related products, equipment and services, which include control security systems, fire alarm systems and
energy saving equipment to THTF, its subsidiaries and their respective associates and affiliates from time to time
(which includes CNNC and its subsidiaries) (the “Tongfang Group”) for a term of three years from 1 January 2023
to 31 December 2025 and annual caps for the years ending 31 December 2023, 2024 and 2025, being RMB420.0
million, RMB460.0 million and RMB510.0 million, respectively. The price at which the Group sells such products to
the Tongfang Group will be determined based on normal commercial terms after arm’s length negotiation. The Group
entered into the 2022 Sales Agreement to accommodate the business needs of the Group’s non-core businesses.
Further details of the 2022 Sales Agreement are set out in the announcement of the Company dated 27 December
2022 and the circular of the Company dated 31 January 2023.

For the year ended 31 December 2023, the Group sold products to Tongfang Group in the amount of approximately
RMB217.4 million, which was within the approved cap of RMB420.0 million.
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2. Purchase of raw materials from THTF and such other parties procured by THTF and agreed by
Technovator Beijing to Technovator Beijing
On 27 December 2022, Technovator Beijing and THTF entered into a purchase agreement (the “2022 Purchase
Agreement”) to commence a new term for the transactions contemplated under the purchase agreement dated 24
October 2019, pursuant to which THTF agreed to sell or procure such other parties agreed by Technovator Beijing,
including members of the Tongfang Group, to sell wiring, lighting and other products, equipment and systems and
services relating to the Group’s business of energy management, energy saving and environmental protection to the
Group for a term of three years from 1 January 2023 to 31 December 2025 and annual caps for the years ending 31
December 2023, 2024 and 2025, being RMB220.0 million, RMB250.0 million and RMB270.0 million, respectively.
The price of such goods and services supplied by the Tongfang Group to the Group will be determined based on
normal and commercial terms after arm’s length negotiation, with reference to the prevailing market price of similar
goods and services at the time of a particular transaction, and in any event no less favorable to the Group than those
offered by independent third party suppliers to the Group. The Group entered into the 2022 Purchase Agreement
to accommodate the business needs of the Group’s non-core businesses. Further details of the 2022 Purchase
Agreement are set out in the announcement of the Company dated 27 December 2022 and the circular of the
Company dated 31 January 2023.

For the year ended 31 December 2023, the Group purchased such raw materials from Tongfang Group in the
amount of approximately RMB120.5 million, which was within the approved cap of RMB220.0 million.

3. Provide to or receive from the Tongfang Group miscellaneous products and services

On 27 December 2022, Technovator Beijing and THTF entered into a master agreement (the “2022 Master
Agreement”) to commence a new term for the transactions contemplated under the master agreement dated 24
October 2019, pursuant to which the Group may provide to or receive from the Tongfang Group miscellaneous
products and services for a period of three years from 1 January 2023 to 31 December 2025 as may be required to
satisfy the operational needs of the Group/Tongfang Group from time to time in the ordinary course of business of
the Group with annual caps for the category of “provision of miscellaneous products and services by the Group to
the Tongfang Group” for the years ending 31 December 2023, 2024 and 2025, being RMB20.0 million, RMB25.0
million and RMB30.0 million, respectively, and annual caps for the category of “receipt of miscellaneous products
and services by the Group from the Tongfang Group” for the years ending 31 December 2023, 2024 and 2025,
being RMB43.0 million, RMB48.0 million and RMB53.0 million, respectively. The Group entered into the 2022 Master
Agreement to accommodate the business needs of the Group’s non-core businesses. Further details of the 2022
Master Agreement are set out in the announcement of the Company dated 27 December 2022 and the circular of the
Company dated 31 January 2023.

Pursuant to the 2022 Master Agreement, the miscellaneous products and services provided by the Group
to Tongfang Group mainly include (i) rental services (including leasing of land and premises); (ii) research and
development services and products (including technology licensing); (i) the use of trademark license; and (iv) sharing
of general administration and management support services but exclude any transactions contemplated under the
2022 Sales Agreement.

The miscellaneous products and services provided by Tongfang Group to the Group mainly include (i) rental
services (including leasing of land, premises, machinery and equipment); (i) research and development services and
products (including technology licensing); (iii) the use of trademark license; and (iv) sharing of general administration
and management support services, other than the Existing Trademark License Agreements and any transactions
contemplated under the 2022 Purchase Agreement.

The prices at which the Group or the Tongfang Group provides such services will be based on the pricing mechanism
as disclosed in the announcement of the Company dated 27 December 2022 and the circular of the Company dated
31 January 2023.

For the year ended 31 December 2023, the miscellaneous products and services provided by the Group to Tongfang
Group amounted to approximately RMB Nil, which was within the approved cap of RMB20.0 million.

For the year ended 31 December 2023, the miscellaneous products and services provided by the Tongfang Group to
the Group amounted to approximately RMB16.3 million, which was within the approved cap of RMB43.0 million.
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The business arrangements with THTF with respect to the intelligent rail transit, building and urban
heating network businesses

On 27 December 2022, Technovator Beijing, Tongfang Energy Saving Engineering Technology Co., Ltd. (“Tongfang
Energy Saving”) and THTF entered into an business arrangements agreement (the “2022 Business Arrangements
Agreement”) to commence a new term for the transactions contemplated under the business arrangements
agreement dated 24 October 2019, pursuant to which the parties agreed on the arrangements relating to the
Intelligent Rail Transit, Building and Urban Heating Network Businesses for a term of three years from 1 January
2023 to 31 December 2025, including (i) for the projects (including new contracts or projects) which THTF continues
to use its name for entering into such contracts and/or projects of the Intelligent Businesses that the legal rights
and obligations of which cannot be directly transferred to the Group (the “Nominee Projects”), THTF will assign,
sub-contract, delegate or in any other way the parties may mutually agree so that the Group will assume these
contracts. The Group will be responsible for performing the work required by the Nominee Projects and entitled to
the income from the Nominee Projects. To the extent that the legal rights of THTF under the contracts in respect of
any Nominee Projects have not been assigned to the Group, or for any other reasons THTF receives any payment
from the customers of any Nominee Projects for any income generated, THTF is required to pay such amount to the
Group no later than the balance sheet date of the month in which such amount is received without any additional
compensation. THTF undertakes to assist the Group to take up the Nominee Projects without any additional
compensation, including but not limited to providing any necessary information to the Group and handling the
relevant project completion and settlement procedures as necessary; (i) If debtors of the Nominee Projects settle
debts by paying THTF, THTF is required to pay such amount to the Group no later than the balance sheet date of
the month in which such amount is received without any additional compensation; (i) THTF will act as the party
to supply contracts to procure materials or services from third party suppliers for the Nominee Projects and will
procure the necessary materials and services from the relevant third party suppliers for the Group upon instruction
by the Group, and the Group is required to reimburse THTF for the amount paid by THTF; (iv) THTF agrees that
the debts which are part of the liabilities of the Nominee Projects that have not been assumed by the Group as the
consent from the creditors has not been obtained, THTF will continue to satisfy such debts. In the event that THTF
is required to settle such debt with the relevant third party creditors, the Group is required to reimburse THTF for
such amount no later than the balance sheet date of the month in which such amount is paid by THTF; and (v)
THTF will continue to support the Group on the continual development and expansion of the Intelligent Businesses.
THTF agrees to provide support and cooperation for the Group for the Intelligent Businesses upon reasonable
request from the Group including cooperating with the Group to develop new projects and business opportunities in
respect of these businesses, being a party to the relevant agreements to facilitate the Group’s conducting of these
businesses if necessary, and providing the required information and assistance to complete the relevant projects,
in manners similar to the support to be provided by THTF as set out in paragraphs (i) to (iv) above. Such new sales,
procurement or project contracts if to be signed by THTF, all of the terms shall be negotiated by the Group. By virtue
of the arrangements as set out above, to the extent that any Nominee Projects are not capable to be assigned to
the Group, THTF will continue to act as the party to such agreements, and will transfer any payments it receives
from the relevant customers of these businesses to the Group without any additional charges. As for new project or
contracts that it is necessary or desirable for THTF to be a contracting party, THTF may cooperate with the Group in
the performance of such contracts for the relevant customers, and transfer any payments it receives from the relevant
customers of the Intelligent Businesses to the Group without any additional charges.

The prices for new sales contracts to which THTF will act as the party will be negotiated with third party customers
based on the price range as indicated by the prices charged by THTF (including those Nominee Projects signed in
name of THTF) in at least two projects within the past 12 months with scope of services undertaken and/or for past
sale of products by the relevant Intelligent Business which most closely resembles the requirements of the new sales
contract concerned. The prices for the purchase of material and/or services to be procured under supply contracts
subject to the 2022 Business Arrangements will be negotiated with third party suppliers based on the prices paid by
THTF (including those Nominee Projects signed in name of THTF) in at least two purchases within the past 12 months
for similar material and/or services.
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The annual caps for the transactions contemplated under the 2022 Business Arrangements Agreement is
RMB1,200.0 million, RMB1,260.0 million and RMB1,160.0 million for the payments to be transferred by THTF to
the Group, and RMB980.0 million, RMB1,030.0 million and RMB950.0 million for payments to be transferred by the
Group to THTF for the years ending 31 December 2023, 2024 and 2025, respectively. Further details of the 2022
Business Arrangements Agreement are set out in the announcement of the Company dated 27 December 2022 and
the circular of the Company dated 31 January 2023.

For the year ended 31 December 2023, the payments transferred by THTF to the Group pursuant to the 2022
Business Arrangements amounted to approximately RMB681.4 million, which was within the approved annual cap of
RMB1,200.0 million.

For the year ended 31 December 2023, the payments transferred by the Group to THTF pursuant to the 2022
Business Arrangements amounted to approximately RMB371.2 million, which was within the approved annual cap of
RMB980.0 million.

The independent non-executive directors of the Company have reviewed these continuing connected transactions and
confirmed that such transactions were:

(i) entered into in the ordinary and usual course of business of the Group;

(ii) conducted either on normal commercial terms or, if there are not sufficient comparable transactions to judge whether
they are on normal commercial terms, on terms no less favourable to the Group than terms available to or from
Independent Third Parties; and

(iii) in accordance with the relevant agreement governing them on terms that are fair and reasonable and in the interests
of the Shareholders as a whole.

The Company’s auditor, KPMG, was engaged to report on the Group’s continuing connected transactions in accordance
with Hong Kong Standard on Assurance Engagements 3000 (Revised) “Assurance Engagements Other Than Audits
or Reviews of Historical Financial Information” and with reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The auditor, KPMG, has issued his unqualified letter containing his findings and conclusions in respect of the
continuing connected transactions disclosed by the Group in this annual report in accordance with Rule 14A.56 of the Listing
Rules.

Details of the significant related party transactions undertaken in the normal course of business are provided under note
27 to the financial statements. None of these related party transactions constitute connected transaction or continuing
connected transactions as defined under the Listing Rules that is required to be disclosed, except for those described in the
sections headed “Connected Transaction” and “Continuing Connected Transactions” in this report, in respect of which the
disclosure requirements in accordance with Chapter 14A of the Listing Rules have been complied with.

CONTRACTS WITH CONTROLLING SHAREHOLDERS

Other than the continuing connected transactions set out above, no contract of significance has been entered into between
the Company or any of its subsidiaries and the Controlling Shareholders during the year ended 31 December 2023.

NON-COMPETE UNDERTAKINGS

Each of the Controlling Shareholders has confirmed to the Company of his/her compliance with the non-compete
undertakings provided to the Company under the Non-competition Agreement (as defined in the prospectus of the Company
dated 17 October 2011). The independent non-executive Directors of the Company have reviewed the status of compliance
and confirmed that all the undertakings under the Non-competition Agreement have been complied with by the Controlling
Shareholders.
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DIRECTORS’ INTEREST IN COMPETING BUSINESS

None of the Directors is or was interested in any business apart from the Group’s business that competes or competed
or is or was likely to compete, either directly or indirectly, with the Group’s business at any time during the year ended 31
December 2023 and up to and including the date of this annual report.

MANAGEMENT CONTRACTS

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

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Constitution or the laws of Singapore where the
Company is incorporated applicable to the Company.

EMOLUMENT POLICY

The Group’s emolument policies are based on the merit, qualifications and competence of individual employees and are
reviewed by the remuneration committee periodically.

The emoluments of the Directors are recommended by the remuneration committee of the Company and are decided by the
Board, having regard to the Group’s operating results, individual performance and comparable market statistics.

None of the Directors waived any emoluments during the year.
PENSION SCHEME

The employees of the Group’s subsidiaries which operate in China are required to participate in defined contribution central
pension schemes operated by the local municipal government. The subsidiaries of the Group are required to contribute
certain percentages of its payroll costs to the central pension schemes. The contributions are charged to the consolidated
income statements as they become payable in accordance with the rules of the central pension scheme. No forfeited
contribution is available to reduce the contribution payable in future years.

For the Group’s subsidiaries in countries other than the PRC, the Group pays contributions to publicly or privately
administered pension insurance plans on a mandatory, contractual or voluntary basis. The Group has no further payment
obligations once the contributions have been paid. The contributions are recognised as employee benefit expenses when
they are due. Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in the future
payments is available.

The Group has no other material obligation for the payment of pension benefits beyond the annual contributions described
above.

PERMITTED INDEMNITY PROVISION

Since 1 January 2023 up to and including 31 December 2023, the Company had taken out appropriate corporate liability
insurance for its Directors. As of the date of this report, such corporate liability insurance remained effective.
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MAJOR CUSTOMERS AND SUPPLIERS

Aggregate sales attributable to the Group’s largest and five largest customers for the year ended 31 December 2023 were
5.8% (2022: 13.6%) and 20.2% (2022: 27.9%) of the Group’s total sales respectively.

Aggregate purchases attributable to the Group’s largest and five largest suppliers for the year ended 31 December 2023
were 2.2% (2022: 4.1%) and 9.9% (2022: 11.6%) of the Group’s total purchases respectively.

At no time during the year ended 31 December 2023, did a Director, his/her close associate(s) or a Shareholder, which to
the knowledge of the Director owns more than 5% of the Company’s share capital, have an interest in any of the Group’s
five largest customers and suppliers.

AUDITORS

KPMG was the external auditor of the Company in Hong Kong and KPMG LLP was the registered auditor of the Company
in Singapore during the year ended 31 December 2023, whose term will end at the conclusion of the forthcoming annual
general meeting of the Company. During the three preceding financial years, there was no change in the external auditor in
Hong Kong and the auditor in Singapore of the Company.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the knowledge of the Directors as at the date of
this annual report, the Company has maintained the prescribed public float of not less than 25% of the Company’s issued
Shares as required under the Listing Rules for the year ended 31 December 2023.

BANK LOANS
Details of bank loans of the Group as at 31 December 2023 are set out in note 20 to the financial statements.

PRINCIPAL RISKS AND UNCERTAINTIES

A number of factors may affect the results and business operations of the Group, some of which are inherent to energy
saving industry and some are from external sources. For further details, please refer to the section headed “Management
Discussion and Analysis”.

RELATIONSHIPS WITH EMPLOYEES, SUPPLIERS AND CUSTOMERS

For details of relationship with the employees, customers and suppliers, please refer to the paragraphs headed “Emolument
Policy” and “Major Customers and Suppliers” in this section.

ENVIRONMENTAL POLICIES AND PERFORMANCE

Our Group is specialized in providing energy saving and environmentally-friendly products. The Group has obtained the
ISO14001 Environmental Management System Certification of the China Quality Certification Centre, which is an international
standard on the operation of an environmental management system. In addition, we are committed to building an
environmentally-friendly corporation that pays close attention to conserving energy. We strive to operate in compliance with
the relevant environmental regulations and rules. During the year ended 31 December 2023 and up to the date of this report,
the Group does not have any violation of relevant environmental regulations and rules which gives rise to significant impact to
the Group’s development, performance and businesses.

See also the “Environmental, Social and Governance Report — Environment Protection” in this report for more information.
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YEAR SUMMARY

mmary of the results and of the assets and liabilities of the Group for the last five financial years is set out on page 8 of
his annual report.

On behalf of the Board

Qin Xuzhong
Chairman

28 March 2024
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COMPLIANCE WITH CORPORATE GOVERNANCE CODE

The Company is committed to maintaining and promoting high corporate governance standards. The Board believes that
good corporate governance is conducive to enhancing overall performance and accountability and is essential in modern
corporate administration. The Board of Directors continuously observes the principles of good corporate governance in the
interests of Shareholders and devotes considerable effort to identifying and formalizing best practice.

Throughout the year ended 31 December 2023, the Company complied with all code provisions and, where appropriate,
adopted the recommended best practices as set out in the Corporate Governance Code in Appendix C1 to the Main Board
Listing Rules (the “Corporate Governance Code”), except for deviation from C.5.1 of the Corporate Governance Code
regarding the number of board meetings held, the details of which are set out in the paragraph headed “Meetings” below in
this report.

Set out below is a detailed discussion of the corporate governance practices adopted and observed by our Company during
the year.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix C3 of the Rules Governing the Listing of Securities
regarding securities transactions by the Directors. Any employee, director or employee of a subsidiary or the Group (the
“Relevant Employees”) who, because of their office or employment, are likely to possess inside information in relation to
the Company or its securities are also subject to compliance with the Model Code. Having made specific enquiry with all
Directors, all Directors confirmed that they have complied with the required standard set out in the Model Code and its
code of conduct regarding directors’ securities transactions during the year ended 31 December 2023. No incident of non-
compliance of the Model Code by the Relevant Employees was noted by the Company during the Reporting Period.

BOARD OF DIRECTORS

Board Composition
The directors during the year ended 31 December 2023 and as at the date of this annual report were:

Executive Directors

Mr. Zhao Xiaobo (HEE)

Mr. Wang Zhigiang (F 75%) (appointed on 1 February 2024)

Mr. Qin Xuzhong (Z&# &) (Chairman) (re-designated as a non-executive Director on 1 February 2024)

Non-executive Directors

Mr. Qin Xuzhong (Chairman) (re-designated as a non-executive Director on 1 February 2024)
Ms. Zhang Yanhua (35 % %) (appointed on 1 February 2024)

Mr. Liang Wuquan (2H ) (resigned on 1 February 2024)

Mr. Zeng Xuejie (& £ )

Mr. Zhang Jian (55%%) (resigned on 1 February 2024)

Independent Non-executive Directors

Ms. Chen Hua (FRZE) (resigned on 29 May 2023)
Ms. Lu Yao (£¥) (appointed on 29 May 2023)
Mr. Chia Yew Boon (#5 X)

Mr. Fan Ren Da Anthony (&1 3%)

The Board takes overall responsibility to oversee all major matters of the Group, including the formulation and approval of all
policy matters, overall strategic development of the Group, monitoring and controlling the Group’s operation and financial
performance, internal control and risk management systems. The Directors have to make decisions objectively in the
interests of the Company.
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The day-to-day management, administration and operation of the Group are delegated to the chief executive officer and the
senior management of the Company. The delegated functions and work tasks are periodically reviewed. Approvals have to
e obtained from the Board prior to any significant transactions entered into by the aforesaid officers.

The Board is well balanced with the Directors having sound industry knowledge, extensive corporate and strategic planning
experience and/or expertise relevant to the business of the Group. The executive Directors and independent non-executive
Directors bring a variety of experience and expertise to the Company. Biographical information of the Directors is set out in
the section headed “Directors and Senior Management” of this annual report. To the best knowledge of the Company, there is
no financial, business or family relationship among the members of the Board.

The Company has subscribed appropriate and sufficient insurance coverage on Directors’ liabilities in respect of legal actions
taken against Directors arising out of corporate activities.

Board meetings were held from time to time to discuss the business strategies of the Group; monitor financial and
operational performance; approve the annual and interim results of the Group; and discuss the corporate governance
functions of the Board.

CONTINUOUS PROFESSIONAL DEVELOPMENT FOR DIRECTORS

The Directors have been informed of the requirement under Code Provision C.1.4 of the Corporate Governance Code
regarding continuous professional development. According to the records maintained by the Company, the current Directors
received the following training by attending briefings, seminars, conferences or reading materials with an emphasis on the
roles, functions and duties of a director of a listed company in compliance with the requirement of the Corporate Governance
Code on continuous professional development during the year ended 31 December 2023:

Corporate Governance/ Accounting/Financial/
Updates on Laws, Rules Management or Other
and Regulations Professional Skills
Attended Attended
Read seminars Read seminars
Name of Director materials briefings materials briefings
Executive Directors
Mr. Zhao Xiaobo v v v v
Mr. Wang Zhigiang (appointed on
1 February 2024) N/A N/A N/A N/A
Non-executive Directors
Mr. Qin Xuzhong (Chairman)
(re-designated as a non-executive Director on
1 February 2024) v v v v
Ms. Zhang Yanhua (appointed on
1 February 2024) N/A N/A N/A N/A
Mr. Liang Wuquan (resigned on 1 February 2024) v v v v
Mr. Zeng Xuejie v v v v
Mr. Zhang Jian (resigned on 1 February 2024) v v v v
Independent non-executive Directors
Ms. Chen Hua (resigned on 29 May 2023) v v v v
Ms. Lu Yao (appointed on 29 May 2023) v v v v
Mr. Chia Yew Boon v/ v v v
Mr. Fan Ren Da Anthony v v v v
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of chairman and the chief executive officer are segregated. Mr. Qin Xuzhong is the chairman of the Company and
Mr. Zhao Xiaobo is the chief executive officer of the Company. The chairman is responsible in leading the Board in forming
the Group’s strategies and policies and for organizing the business of the Board, ensuring its effectiveness and setting its
agenda. The chief executive officer is directly in charge of the daily operations of the Group and is accountable to the Board
for the financial and operational performance of the Group.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Independent non-executive Directors have played a significant role in the Board by bringing their independent judgment at
the Board meetings and scrutinizing the Group’s performance. Their views carry significant weight in the Board’s decisions.
In particular, they bring an impartial view to bear on issues of the Group’s strategy, performance and control. All independent
non-executive Directors possess extensive academic, professional and industry expertise and management experience and
have provided their professional advice to the Board. The independent non-executive Directors provide independent advice
on the Group’s business strategy, results and management so that all interests of Shareholders can be taken into account,
and the interests of the Company and its Shareholders can be protected. The Group has established mechanism to ensure
independent views and input are available to the board.

The Board has three independent non-executive Directors with one of them, Mr. Fan Ren Da Anthony, possessing
appropriate professional qualifications or accounting or related financial management expertise in compliance with the
requirements set out in Rules 3.10(1) and (2) and 3.10A of the Listing Rules.

The Company has received annual confirmations of independence from each of the existing independent non-executive
Directors in accordance with Rule 3.13 of the Listing Rules. Based on the content of such confirmations, the Company
considers that all the independent non-executive Directors are independent in accordance with the Listing Rules.

BOARD DIVERSITY POLICY

The Board adopted a board diversity policy (the “Board Diversity Policy”) in August 2013. The Company recognises and
embraces the benefits of diversity of Board members. While all Board appointments will continue to be made on a merit
basis, the Company will ensure that the Board has a balance of skills, experience and diversity of perspectives appropriate to
the needs of the Company’s business. Selection of candidates will be based on a range of diversity perspectives, including
but not limited to gender, age, cultural and educational background, experience (professional or otherwise), skills and
knowledge. The nomination committee will review the board diversity from time to time to ensure its continued effectiveness.

The Board consists of six male members and two female members, aging from 45 to 65 years old. Based on the
membership and composition of the Board, the nomination committee considers that the Board has a balanced mix
of experiences, including management and strategic development, finance and accounting experiences in addition to
relevant industry knowledge. Furthermore, the Board has a good mix of new and experienced Directors, who have valuable
knowledge and insights of the Group’s business over the years, while the new Directors are expected to bring in fresh ideas
and new perspective to the Group.

With regards to gender diversity on the Board, having at least one female representation, the Company recognizes the
particular importance of gender diversity and will continue to promote gender diversity of the Board. To ensure gender
diversity of the Board in the long run, the Company will identify and select female individuals with a diverse range of skills,
experience and knowledge from time to time, and maintain a list of such female individuals, which will be reviewed by the
nomination committee periodically. The Company also intends to promote gender diversity across workforce when recruiting
staff, including senior management. The Company has a gender ratio of 2:1 in the workforce (including senior management)
and will identify and select female employees to maintain greater diversity in the work force. The Company currently has
two female directors on the Board and will endeavour to maintain at least one female director on the Board at all times. The
decision will be based on merit and contribution that the selected candidates will bring to our Board.
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MEETINGS

The Board meets regularly either in person or through electronic means of communications. The number of the Board
meetings and general meetings held and the attendance of each Director at these meetings for the year ended 31 December
2023 are set out as follows:

Board Meeting  General Meeting

No. of meetings held 2 2
No. of meetings attended

Executive Directors
Mr. Zhao Xiaobo 2 2
Mr. Wang Zhigiang (appointed on 1 February 2024) N/A N/A

Non-executive Directors

Mr. Qin Xuzhong (&% &) (Chairman) (re-designated as a non-executive
Director on 1 February 2024)

Ms. Zhang Yanhua (5 % 2£) (appointed on 1 February 2024) N/A N/A

N
—

Mr. Liang Wuquan (resigned on 1 February 2024) 2 0
Mr. Zeng Xuejie 2 0
Mr. Zhang Jian (resigned on 1 February 2024) 1 0
Independent non-executive Directors

Ms. Chen Hua (resigned on 29 May 2023) 1 0
Ms. Lu Yao (appointed on 29 May 2023) 1 0
Mr. Chia Yew Boon 2 0
Mr. Fan Ren Da Anthony 2 2

The Company has continued its best effort to fulfill the Code Provision, including but not limited to C.5.1 of the Corporate
Governance Code which provides that the Board should meet regularly and board meetings should be held at least four
times a year at approximately quarterly intervals. During the year, although only two regular Board meetings were held
for approving the Group’s interim financial performance and annual financial performance, the Directors had frequent
communication with each other during the year to discuss the overall operation and strategy of the Group, and actively
exchanged their views on the performance of the Group. As such, the Directors are considered to be provided in a timely
manner with appropriate information to make informed decisions and perform their duties and responsibilities.

All Directors are provided with relevant materials relating to the matters brought before the meetings. They have separate
and independent access to the senior management and the joint company secretaries of the Company at all times and may
seek independent professional advice at the Company’s expense. All Directors have the opportunity to include matters in the
agenda for Board meetings. Notices of at least 14 days of Board meetings are given to the Directors and Board procedures
complied with the Constitution, as well as relevant rules and regulations.
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JOINT COMPANY SECRETARIES

Mr. Leung Lok Wai (“Mr. Leung”) and Ms. Cheok Hui Yee (“Ms. Cheok”) are the current joint company secretaries of the
Company.

Details of the biography of Mr. Leung and Ms. Cheok are set out in the section headed “Directors and Senior Management”
of the annual report of which this corporate governance report forms part. The joint company secretaries have been informed
of the requirements under Rule 3.29 of the Listing Rules. Both Mr. Leung and Ms. Cheok had attained no less than 15 hours
of relevant professional training during the year ended 31 December 2023.

APPOINTMENTS, RE-ELECTION AND REMOVAL OF DIRECTORS

Each of the executive Directors, non-executive Directors and independent non-executive Directors of the Company has
entered into a service contract with the Company for a specific term, and is subject to retirement by rotation and re-election
at an annual general meeting at least once every three years in accordance with the Constitution. The Constitution provides
that any Director appointed by the Board to fill a casual vacancy in the Board or as an addition to the existing Board shall
hold office only until the next following annual general meeting of the Company and shall then be eligible for re-election. For
more details of the service contract of each of the Directors, please refer to the section headed “Report of the Directors” of
this annual report.

TERM OF APPOINTMENT OF NON-EXECUTIVE DIRECTORS

Mr. Chia Yew Boon and Mr. Fan Ren Da Anthony entered into service contracts with the Company for an initial term of one
year, commencing from 27 October 2011. Mr. Zeng Xuejie entered into a service contracts with the Company for an initial
term of one year commencing from 17 June 2021. Ms. Lu Yao entered into a service contract with the Company for an initial
terms of one year commencing from 29 May 2023. Mr. Qin Xuzhong, Ms. Zhang Yanhua entered into service contracts with
the Company for an initial terms of one year commencing from 1 February 2024. All the service contracts of non-executive
Directors and independent non-executive Directors are automatically renewed upon expiration and may be terminated by
either party upon a three-month prior written notice.

BOARD COMMITTEES

The Board has established (i) audit committee, (ii) remuneration committee; (iii) nomination committee; and (iv) risk
management committee, with defined terms of reference. The terms of reference of the board committees which explain
their respective roles and the authority delegated to them by the Board are available on the websites of the Company and
the Stock Exchange. The Board committees are provided with sufficient resources to discharge their duties and, upon
reasonable request, are able to seek independent professional advice and other assistance in appropriate circumstances, at
the Company’s expenses.
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AUDIT COMMITTEE

The Company established an audit committee pursuant to a resolution of the Directors passed on 8 September 2011
in compliance with Rule 3.21 and Rule 3.22 of the Listing Rules. The primary duties of the audit committee are to make
recommendation to the Board on the appointment and removal of external auditors, review the financial statements and
material advice in respect of financial reporting, and oversee the internal control procedures of the Company. The audit
committee currently consists of three members, namely, Ms. Lu Yao, Mr. Fan Ren Da Anthony and Mr. Chia Yew Boon, all
of whom are independent non-executive Directors. Ms. Lu Yao is the chairlady of the audit committee. None of the members
of the Audit Committee is a former partner of the existing external auditors of the Company.

During the year ended 31 December 2023, the Audit Committee mainly performed the following duties:

reviewed the Group’s unaudited interim results for the six months ended 30 June 2023 and the audited annual results
for the year ended 31 December 2023, met with the external auditors to discuss such interim results and annual
results (without the Company’s management being present), and was of the opinion that the preparation of the
relevant financial statements complied with the applicable accounting standards and requirements and that adequate
disclosure has been made;

reviewed the accounting principles and practices adopted by the Group, and recommended the appointment of the
external auditors;

reviewed the effectiveness of the Group’s internal audit function;

reviewed the effectiveness of the Group’s internal control systems on all major operations of the Group, which was
considered effective and adequate; and

assisted the Board in meeting its responsibilities for maintaining an effective system of internal control.

During the year ended 31 December 2023, two meetings were held by the Audit Committee. The attendance record of each
member of the Audit Committee at the meetings of the Audit Committee is set out below:

Attendance of

Audit Committee
Name of Director Meetings
Ms. Chen Hua (Chairlady) (resigned on 29 May 2023) 1
Ms. Lu Yao (Chairlady) (appointed on 29 May 2023) 1
Mr. Fan Ren Da Anthony 2
Mr. Chia Yew Boon 2

There had been no disagreement between the Board and the Audit Committee during the financial year ended 31 December

2023.
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REMUNERATION COMMITTEE

The Company established a remuneration committee on 8 September 2011 with written terms of reference. The primary
duties of the remuneration committee are to make recommendation to the Board on the overall remuneration policy and
structure relating to all Directors and senior management of the Company, review remuneration, and ensure none of the
Directors determine their own remuneration. The remuneration of a Director is determined with reference to his duties and
responsibilities with the Company and the prevailing market situation. The remuneration committee currently consists of three
members, namely, Mr. Chia Yew Boon and Mr. Fan Ren Da Anthony (both are independent non-executive Directors) and Mr.
Qin Xuzhong (a non-executive Director). Mr. Fan Ren Da Anthony is the chairman of the remuneration committee.

During the year ended 31 December 2023, the Remuneration Committee mainly performed the following duties:
= assessed the performance of the Directors and senior management; and

- reviewed the Group’s remuneration policy and the remuneration package of the executive Directors and senior
management for the year of 2023 and made recommendations to the Board.

During the year ended 31 December 2023, one meeting was held by the Remuneration Committee. The attendance record
of each member of the Remuneration Committee at the meetings of the Remuneration Committee is set out below:

Attendance of
Remuneration

Committee
Name of Director Meeting
Mr. Fan Ren Da Anthony (Chairman) 1
Mr. Chia Yew Boon 1
Mr. Qin Xuzhong 1

The remuneration of the members of the senior management by band for the year ended 31 December 2023 is set out
below:

Number of
Remuneration bands (HKD’000) persons
1,000-1,500 2

Further particulars regarding Directors’ remuneration and the five highest paid employees as required to be disclosed
pursuant to Appendix D2 to the Listing Rules are set out in notes 8 and 9 to the financial statements.
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NOMINATION COMMITTEE

The Company established a nomination committee on 8 September 2011 with written terms of reference. The primary
duties of the nomination committee are to review the structure, size and composition of the Board on a regular basis and to
recommend to the Board the suitable candidates for directors after consideration of the nominees’ independence and quality
in order to ensure the fairness and transparency of all nominations. The nomination committee will also give consideration
to the Board Diversity Policy when identifying suitably qualified candidates to become members of the Board, and the
Board will review the Board Diversity Policy, so as to develop and review measurable objectives for implementing the Board
Diversity Policy and to monitor the progress on achieving these objectives. The nomination committee currently consists of
Mr. Chia Yew Boon and Mr. Fan Ren Da Anthony (both are independent non-executive Directors) and Mr. Qin Xuzhong (a
non-executive Director). Mr. Chia Yew Boon is the chairman of the nomination committee.

The Company recognizes and embraces the benefits of having a diverse Board and sees increasing diversity at the Board
level as an essential element in maintaining the Company’s competitive advantage and enhancing its ability to attract, retain
and motivate employees from the widest possible pool of available talents.

The Board Diversity Policy was adopted by the Company, pursuant to which the nomination committee is responsible for
reviewing the Board composition by considering a number of aspects, including but not limited to gender, age, cultural and
educational background, professional qualifications, skills, knowledge, and industry and regional experience. The nomination
committee would discuss periodically and, where necessary, agree on the measurable objectives for achieving diversity
on the Board and recommend them to the Board for adoption. The Company aims to maintain an appropriate balance of
diversity perspectives that are relevant to the Company’s business growth.

During the year ended 31 December 2023, the Nomination Committee mainly performed the following duties:

- reviewed the annual confirmation of independence submitted by the independent non-executive Directors and
assessing their independence;

- reviewed the structure, size and composition of the Board during the year;

- discussed the policy for the nomination of directors, which includes the nomination procedures and the process and
criteria adopted to select and recommend candidates for directorship; and

- selected and recommended candidates for directorship during the year.

During the year ended 31 December 2023, one meeting was held by the Nomination Committee. The attendance record of
each member of the Nomination Committee at the meetings of the Nomination Committee is set out below:

Attendance of

Nomination
Committee
Name of Director Meeting
Mr. Chia Yew Boon (Chairman) 1
Mr. Fan Ren Da Anthony 1
Mr. Qin Xuzhong 1
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RISK MANAGEMENT COMMITTEE

The Company established a risk management committee on 29 March 2016 with written terms of reference. The primary
duties of the risk management committee are to consider the risk management strategies of the Company, review the risk
management system of the Group, assess the risks from major decisions and to consider solutions for significant risks,
have periodic assessment on the Group’s risk profile and risk management capabilities, make recommendations on the
improvement of the Group’s risk management systems, consider major investigations findings on risk management matters
and management’s response to these findings, oversee the Group’s risk management systems on an ongoing basis, ensure
that a review of the effectiveness of the risk management systems of the Group has been conducted at least annually and
report to shareholders that it has done so in its Corporate Governance Report. During the year ended 31 December 2023
and as of the date of this annual report, the risk management committee consists of all the Directors of the Board, namely,
Mr. Zhao Xiaobo and Mr. Wang Zhigiang (both are executive Directors), Ms. Lu Yao, Mr. Chia Yew Boon and Mr. Fan Ren
Da Anthony (all are independent non-executive Directors), Mr. Qin Xuzhong, Mr. Zeng Xuejie and Ms. Zhang Yanhua (all are
non-executive Directors). Mr. Fan Ren Da Anthony is the chairman of the risk management committee.

During the year ended 31 December 2023, the Risk Management Committee mainly performed the following duties:

- assess and review the effectiveness of the risk management system of the Group which was considered effective and
adequate; and

- assisted the Board in meeting its responsibilities for maintaining an effective system of risk management.

During the year ended 31 December 2023, one meeting was held by the Risk Management Committee. The attendance
record of each member of the Risk Management Committee at the meeting of the Risk Management Committee is set out
below:

Attendance of
Risk Management
Committee

Name of Director Meeting

Mr. Zhao Xiaobo

Ms. Chen Hua (resigned on 29 May 2023)

Ms. Lu Yao (appointed on 29 May 2023)

Mr. Chia Yew Boon

Mr. Fan Ren Da Anthony (Chairman)

Mr. Qin Xuzhong

Mr. Liang Wuquan (resigned on 1 February 2024)
Mr. Zeng Xuejie

Mr. Zhang Jian (resigned on 1 February 2024)

Mr. Wang Zhigiang (appointed on 1 February 2024)
Ms. Zhang Yanhua (appointed on 1 February 2024)
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CORPORATE GOVERNANCE FUNCTION

The Company’s corporate governance function is carried out by the Board pursuant to a set of written terms of reference
adopted by the Board in compliance with Code Provision A.2.1 of the Corporate Governance Code, which include (a)
to develop and review the Company’s policies and practices on corporate governance and make recommendations to
the board; (b) to review and monitor the training and continuous professional development of the Directors and senior
management of the Group; (c) to review and monitor the Company’s policies and practices on compliance with legal and
regulatory requirements; (d) to develop, review and monitor the code of conduct and compliance manual (if any) applicable
to employees of the Group and the Directors; and (e) to review the Company’s compliance with the Corporate Governance
Code and disclosure in the corporate governance report. The Board has held meetings from time to time to: (a) review
the Company’s policies and practices on corporate governance; (b) to review and monitor the training and continuous
professional development of the Directors; and (c) to review the Company’s compliance with the Corporate Governance
Code and disclosure in the corporate governance report.

CONSTITUTION
There has been no significant change in the Company’s constitutional documents during the year ended 31 December 2023.

FINANCIAL REPORTING

The Board, supported by the chief financial officer and the finance department, is responsible for the preparation of the
financial statements of the Company and the Group for each financial year which shall give a true and fair view of the financial
position, performance and cash flow of the Group for that period. The directors acknowledge their responsibilities for
preparing the accounts of the Company. The Board is not aware of any material uncertainties relating to events or conditions
that may cast significant doubt upon the Group’s ability to continue as a going concern.

The responsibilities of KPMG, the Company’s external auditors in Hong Kong, on the financial statements are set out in the
section headed “Independent Auditor’s Report” in this annual report.

EXTERNAL AUDITORS’ REMUNERATION

The Company has re-appointed KPMG as the external auditor in Hong Kong and appointed KPMG LLP as the Company’s
registered auditor in Singapore during the year ended 31 December 2023. The external auditors are refrained from engaging
in non-audit services except for specific approved items. The Audit Committee reviews the external auditor’s statutory audit
scope and non-audit services and approves its fees. For the year ended 31 December 2023, the total fee paid/payable
in respect of audit and non-audit services provided by the Company’s external auditors (including any entity that is under
common control, ownership or management with the external auditors or any entity that a reasonable and informed third
party having knowledge of all relevant information would reasonably conclude as part of the external auditors nationally or
internationally) is set out below:

RMB’000

Audit and audit-related services 3,700
Non-audit services 126
3,826
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INTERNAL CONTROLS AND RISK MANAGEMENT

The Board is responsible for ensuring the reliability and effectiveness of the Group’s internal control systems on, among
other things, financial, operational and compliance controls (including handling and dissemination of inside information),
and the risk management system. In particular, regarding the controls for handling and dissemination of inside information,
the employees, senior management and the Directors of the Company who possesses or handles inside information are
reminded of the inside information requirements under the Listing Rules and the Securities and Futures Ordinance (Chapter
571 of the laws of Hong Kong). The Directors, with the assistance of Mr. Leung Lok Wai, a joint company secretary of the
Company, and the internal audit department of the Company, are responsible to ensure that inside information, if any, is
kept confidential and disseminated to the public to avoid a false market in the listed shares of the Company as and when
necessary. The Company may also seek professional advice to consider the dissemination of inside information to the public
as and when necessary to ensure the Company will comply with the requirements under Listing Rules and the Securities
and Futures Ordinance (Chapter 571 of the laws of Hong Kong). The internal control and risk management systems are
designed to provide reasonable, but not absolute assurance against misstatement or loss, and to manage risks of failure in
the Group’s operational systems. The Group’s internal control systems and risk management systems are reviewed at least
annually.

The Board together with the audit committee and the risk management committee have reviewed the effectiveness of the
Group’s risk management, internal control and ESG risks systems on all major operations of the Group during the year under
review.

The Group has an internal audit function carried out by the Group’s internal audit department. The Group’s internal control
department has reported internal control fact findings to the Board and no major issues but areas for improvement have
been identified. All of the recommendations from the Group’s internal control department will be properly followed up
by the Group to ensure that they are implemented within a reasonable period of time. Similar process has been carried
out for the risk management systems. The Board and the audit committee considered that the key areas of the Group’s
internal control systems, including the adequacy of resources, qualifications and experience of our accounting and financial
reporting staff, training programmes and budget of the Company’s accounting, internal audit, financial reporting functions,
as well as those relating to the Company’s ESG performance and reporting, are reasonably implemented and effective and
adequate. The Board and the risk management committee considered that the key areas of the risk management, including
the identification, measuring and evaluation new risks, and the ongoing monitoring of existing business and operation risks
identified to be effective and adequate. As such, the Board is of the view that the Group has fully complied with provisions of
the Corporate Governance Code regarding internal control and risk management systems in general for the year ended 31
December 2023.

SHAREHOLDERS’ RIGHTS

How Shareholders can convene an extraordinary general meeting and put forward proposals at Shareholders’
meetings

Under the Constitution, Directors may in general, whenever they think fit, convene extraordinary general meetings. Under
Section 176 of the Companies Act 1967 of Singapore (the “Singapore Companies Act”), however, directors of the Company
must notwithstanding anything in its Constitution, on the requisition of shareholders holding not less than 10% of the total
number of paid-up shares of a company at the date of the deposit of the requisition, immediately proceed to convene an
extraordinary general meeting to be held as soon as practicable but in any case not later than 2 months after receipt by the
company of the requisition. In addition to the said right of requisition, two or more shareholders holding not less than 10% of
the total number of issued shares of a company (excluding treasury shares) may also call a meeting of the company.

Procedures by which enquiries may be put to the Board

Shareholders may send their enquiries and concerns to the Board by addressing them to Mr. Leung Lok Wali,
a Joint Company Secretary by mail at the Company’s principal place of business in Hong Kong or by email at
paddy_leung@thtf.com.cn. Mr. Leung Lok Wai will forward communications relating to matters within the Board’s direct
responsibilities to the Board and communications relating to ordinary business matters, such as suggestions, inquiries and
customer complaints, to the chief executive officer of the Company.
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COMMUNICATIONS WITH SHAREHOLDERS

The management endeavours to maintain effective communications with the Shareholders and potential investors. To enable
shareholders and other stakeholders to exercise their rights in an informed manner based on a good understanding of the
Group’s operations, businesses and financial information, the Company adopted the shareholders communication policy
which aims to ensure that shareholders and other stakeholders at large are provided with ready, equal, regular and timely
access to material information about the Group. The policy also sets out a number of ways to ensure effective and efficient
communication with shareholders and other stakeholders is achieved.

The Company meets the Shareholders at the annual general meeting, publish interim and annual reports on the websites
of the Company and the Stock Exchange, and release press releases on the Company’s website to keep the Shareholders
and potential investors abreast of the Group’s business and development. At the annual general meeting, Directors (or
their delegates as appropriate) are available to meet Shareholders and answer their enquiries. In respect of each matter to
be considered at the annual general meeting and other general meetings, including the re-election of Directors, a separate
resolution will be proposed by the chairman of the Board. The chairman of the Board and the chairmen of the Board
Committees and, in their absence, other members of the respective committees, will be available at the annual general
meeting and the other general meetings to meet with the Shareholders and answer their enquiries. The Company will
also invite representatives of the auditor of the Company to attend the annual general meeting of the Company to answer
Shareholders’ questions about the conduct of the audit, the preparation and content of the auditor’s report, the accounting
policies and auditor’s independence. As such, the Board is of the view that the shareholders communication policy has been
properly implemented and effective and the Group has fully complied with provisions of the Corporate Governance Code
regarding communication with shareholders in general for the year ended 31 December 2023.

DIVIDEND POLICY

The Company has adopted a dividend policy (the “Dividend Policy”). According to the Dividend Policy, in deciding whether to
declare or recommend dividends, the Board shall consider the Company’s ability to pay dividends, which will depend upon,
among other things:

° the actual and expected financial results of the Group;
° cashflow of the Group;

o financial conditions of the Group;

o Shareholders’ interests;

° general business conditions and strategies;

o the current and future operations of the Group;

° future business plans of the Group;

° liquidity and capital requirements of the Group;

o taxation considerations;

° amount of distributable profits;

o contractual restrictions;

° statutory and regulatory restrictions under Singapore laws, any applicable laws, rules and regulations and the

Company’s Constitution; and
° any other factors the Board may deem relevant.

The Board will review and reassess the Dividend Policy and its effectiveness in its sole and absolute discretion on a regular
basis or as required.
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ABOUT THE REPORT

This report is the eighth Environmental, Social and Governance Report (the “Report”) published by Technovator International
Limited. The Report focuses on the Group’s efforts and contributions to environmental, social and governance. We hope that
through the publication of the Report, we will strengthen communication and liaison with our stakeholders.

The board of directors and all the directors of the Group hereby warrant that the contents of the Report do not contain any
false representations, misleading statements or material omissions and take joint and several liabilities for the truthfulness,
accuracy and completeness of the contents.

Designation and Interpretation
For the purposes of expression and readability, the expressions “Technovator”, the “Group” or the “group” used herein refer
to “Technovator International Limited”.

Scope of the Report
Unless otherwise stated, the qualitative and quantitative information disclosed herein cover all subsidiaries and branches of
Technovator. There are no significant changes in the scope of the Report as compared with that in 2022.

Reporting Period
The Environmental, Social and Governance Report of the Group is prepared on annual basis, with the reporting period from
1 January 2023 to 31 December 2023.

Basis of Preparation

The Report has been prepared in accordance with the requirements of the Environmental, Social and Governance Reporting
Guide (the “ESG Reporting Guide”) as set out in Appendix C2 of the Listing Rules of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

Access to the Report

The Chinese and English versions of the Report can be downloaded from the website of the Stock Exchange
(http://www.hkexnews.hk). The Report is published in both Chinese and English; should there be discrepancies between the
two versions, the Chinese version shall prevail.
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CONCEPTS AND MANAGEMENT ON ENVIRONMENTAL AND SOCIAL
RESPONSIBILITY

The Group attaches great importance to issues related to environmental, social and governance (ESG), performs the
enterprise’s social duties proactively and commits to becoming an outstanding corporate citizen in China. The Group also
recognises the importance of good corporate governance and risk management processes, including the management of
ESG matters that are critical to sustainable development.

The board of directors of the Group is the highest decision-making body for ESG management which is responsible for
guiding the Group’s sustainability direction, setting the Group’s overall vision, objectives and management strategy for
sustainable development, regularly reviewing ESG materiality issues, as well as discussing and identifying ESG risks and
opportunities. It considers the management and enhancement of key issues as part of ESG’s annual strategic work which
is taken into account as part of the development of the Group’s overall strategy in order to monitor issue management and
performance. The board of directors reviews the Group’s annual ESG report every year, and the Group’s Joint Company
Secretaries organise various departments, including relevant departments such as human resources department, general
management department, operations and management department, logistics and purchasing department, production and
manufacturing department, safety and quality department and chief engineer office, to jointly form an ESG working group
(the “ESG Working Group”), and gradually improve ESG governance structure. The working group focuses on the statistical
processes of relevant information for the core ESG management areas of the Group in order to disclose information on
environmental, social and governance accurately and completely. The Group identifies the priority of ESG issues through
communication with stakeholders and the materiality assessment of ESG issues in order to clarify the direction for the
Group’s sustainable development.

STAKEHOLDERS ENGAGEMENT AND RESPONSE TO THE ESG REPORTING
PRINCIPLES OF THE STOCK EXCHANGE

Stakeholders Engagement

Combining the business model with internal and external communication, the Group has identified material types of
stakeholders which have mutual influence with corporate operations and determined the ESG focus areas for the Group
through analysing the concerns of stakeholders in combination with the environmental, social and governance impact
caused by the Group’s own operations.
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The major types of stakeholders of the Group include:

Environmental, Social and Governance Report

Stakeholders Demands and expectations Communication and participation ~ The Group’s response
Government and - Comply with laws and regulations - Visit reception Strictly comply with relevant laws and
Supervision - Promote technology advancement - Report submission regulations; promote technology advancement;
Authorities - Serve for the national economy and - Company website vigorously advocate energy conservation and
people’s livelihood - Negotiation and cooperation emission reduction
Shareholders - Maintain good business performance - Company announcement Endeavor to improve performance and generate
- Compliance operation - Project report profits; improve environmental and social
- Information disclosure - Visit reception responsibility management; disclose information
in full in a truthful manner
Customers - Provide high quality products and services - Regular communication with Provide sufficient, reliable and eco-friendly
- Satisfy customers’ various demands customers energy-saving products and services to fully
- Customers’ satisfaction survey meet customers’ needs
- Customers’ complaint handling
and feedback
Employees - Protect employees’ rights and interest - Employees’ meeting Strictly observe the terms of labour contracts;

Guarantee occupational health -
Focus on training and development
Work-life balance

Employees’ advice platform

improve the system of the congress of
employees; improve the salary and employee
security system; provide avenues for vocational
advancement and training

Suppliers and Partners

Open, fair and impartial purchasing -
Adherence to contracts
Mutual benefit and win-win -

Signing contracts pursuant to
laws

Open bidding

Project cooperation

Adhere to open and transparent business
principles and processes; actively fulfill of
contracts and agresments; facilitate mutual visits
and communication

Community

Participate community’s development =
Support public activities -
Assist educational business

Community activities involvement
Interview and communication

Organise and actively participate in extensive
public welfare; building harmonious and civilised
communities; assist in the development of
education
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Response to the ESG Reporting Principles of the Stock Exchange

Materiality: In order to further identify the key areas of practices and information disclosure for corporate ESG, enhance the
pertinence and responsiveness of the report, the Group has initiated the identification procedures for material issues and has
decided the materiality level of each issue with the principle of materiality to clarify disclosure extent and boundary, ensuring
a more accurate and complete disclosure of information related to the operation management of the Group.

Identification procedures of issues on environmental, social and governance

Sources of Issues

— Analysis of multi-media information

— Benchmarking research of international and domestic peers
— Internationally-recognised sustainable development guidelines
— Suggestions from the management of the Group

— Analysis and suggestions from internal and external experts

Screening Criteria

— The Group’s values, policies, strategies and long-term and short-term goals

— Relevant laws, regulations, international treaties or voluntary agreements

— Benchmarking results of peers

— Demands and expectations explicitly expressed by stakeholders

— Suggestions from the management and the social responsibility
management team of the Group

Results of Materiality Assessment

Through the identification process, the Group has identified the environmental, social and governance issues related to its
sustainable development, and made judgments on the materiality level of each issue, the results of which are as follows:
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The highest

Emissions and
waste management

Impact on the sustainable development of stakeholders

@ Environmental issues

A Social issues

Charity A

A

A

Employment

Coping with
climate changes

Product
quality
Customer
services A A Promoting
industry

A\ Geography development development

Occupational
health and safety

A Community

Research and
development A

innovation

. Use of energy
and resource

A Employee
development
A Supplier cooperation
and mutual win

Supply chain
management A

Impact on the sustainable development of Technovator

The highest

Material Matrix of ESG Issues of Technovator

Principle of Quantitative: In accordance with “Key Performance Indicator” requirements in the Environmental, Social and
Governance Reporting Guide set out in Appendix C2 under the Listing Rules and Guidance of the Stock Exchange, the
Group discloses quantitative indicators related to the “environmental” and “social” categories and interprets for immaterial

indicators.

Principle of Balance: The Report discloses efforts to achieve objectivity and impartiality that truly reflect the effectiveness
and practice of the Group’s 2023 ESG work, and to disclose issues encountered and improvement measures in a

responsible manner.

Principle of Consistency: The Report follows a consistent method of information statistics, and the scope of the
information statistics in 2023 is consistent with 2022, with certain indicators being disclosed for two consecutive years since

2022.
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§1
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COPING WITH CLIMATE CHANGES

At present, abnormal climate phenomena such as global warming remain a global concern. The goal of carbon peak
and the vision of carbon neutrality put up by the PRC mean that stricter requirements are being placed on coping
with climate change, promoting low carbon development and building an ecological civilisation. As a leading urban
smart energy-saving service provider in the PRC, by performing the corporate responsibility of “conserving energy
for the country and saving resources for the people”, the Group consistently provides “Intelligence + Energy Saving”
solutions for urban development in fields such as smart transportation, smart building and complex and smart energy
so as to promote the smart, green and healthy development of cities to provide people with a safe, comfortable,
energy-saving and sustainable smart environment to cope with the challenges posed by climate change. The Group
has set out our efforts and future direction for tackling climate change by the areas of governance, strategy, risk
management, and distinction between indicators and targets.

Governance

In terms of governance, the board of directors is the highest decision-making body for ESG management which
is responsible for guiding the Group’s sustainability direction as well as discussing and identifying ESG risks and
opportunities, including those related to coping with climate change. The ESG Working Group is formed by the
collaboration among various departments to jointly identify and study the impact of climate change on our operations.
With reference to the TCFD (the Task Force on Climate-related Financial Disclosures) Framework, we gradually
carried out status quo review, strategy formulation, risk management, identification and management of indicators
and targets in relation to the possible risks and opportunities faced by the Group due to climate change.

Strategies

Climate-related risks include risks in relation to the transition to a low-carbon economy (hereinafter referred to as the
“Transition Risks”) and risks in relation to the physical impact of climate change (hereinafter referred to as the “Physical
Risks”). Among which, the Transition Risks may be classified into policy and legal risks, technical risks, market risks
and reputational risks, while the Physical Risks include acute risks (such as typhoons, floods and other extreme
weather conditions) and chronic risks (persistently high temperatures and other changes in climate pattern).

Our measures on addressing climate change shall not only focus on preventing risks, but also on proactive
identification of opportunities. The Group provides “Intelligence + Energy Saving” solutions for urban development
and is dedicated to promoting the smart, green and sustainable development of cities:

In the field of smart transportation, the Group has intensively explored the informatisation, intellectualisation as
well as energy-saving and carbon reduction of smart transportation with our business covering various fields including
urban rail transit, intercity railway and lightweight passenger transport system. The Group have been engaged in the
research and development of innovative integrated operation and management platform of intelligent stations and
further enriched the families of M+ urban rail transit solutions.

The Group’s self-developed energy-saving control system is used in Xi'an Metro Line 5 (P& M 5R4R). The
system was designed based on the division of station systems, and the characteristics and the equipment required
for the environment of each area. Separate energy-saving control strategies were formulated according to the
characteristics of the process of each system to regulate and control the ventilation and air-conditioning, water
system and lighting system. Integrated control of air- and water-cooled chillers are used in the metro stations to
adjust in real time the ventilation and air-conditioning system, the water system and other related equipment in a
station in response to the on-site environmental parameters, so as to adapt to the changing demands on metro loads
and reduce energy consumption. The energy-saving control system optimises and controls the frequency of the air-
conditioning units, the frequency of return air fans and ventilators for large systems, the frequency of cooled/chilled
water pumps, the temperature of outlet water from the chiller and the number of operating units by means of enthalpy
calculations, PID adjustment, adaptive adjustment and machine learning algorithms, which will achieve energy saving
and efficiency by reducing energy consumption in a station without compromising the comfort of passengers.
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The Group’s energy-saving control system (ezSEES) is used in the Second Phase of Chongging Rail Transit Line 10 (&
BB 105748 — Bf). This system adopts a system architecture of external access to BAS (Building Automation
System) to make full use of the hardware resources of the BAS system, and monitors and controls the systems and
the devices such as on-site water system, ventilators and air-conditioners, various sensors, smart meters and smart
water meters via connection with the BAS system. The energy-saving control system (ezSEES) adopts intelligent
algorithms to process data on a multi-dimensional basis. To respond to the pattern of the change of the station
environment and the passenger loads, it will intelligently adjust the collaboration among the intelligent modules for
energy-saving adjustment and the operation mode of the system in real time, so as to achieve a balance between the
environmental comfort and the low energy consumption in a station, and attain target of optimal energy consumption
for a station, i.e. reducing 30% of energy consumption.

In the field of smart building and complex, the Group promoted the urbanisation of building energy-saving
business, and paid attention to various types of high energy consuming buildings and complexes. In combination
with business models like contracted energy management model and escrow operation, we provided comprehensive
solutions covering smart, energy-saving and energy utilisation as well as operational services, constantly setting new
benchmarks in the building energy-saving industry.

The entire project of the Phase Il of Dongsheng Science and Technology Park of Zhongguancun (B8 AT 5 F+ R &
—HA) is positioned as a high-tech, green, dynamic and low-carbon park which was planned and designed as a three-
star green building. Under the project, a smart low-carbon management platform was constructed, which has been
effectively working with other basic energy-saving systems such as photovoltaic, sewage source heat pump, energy
consumption monitoring, equipment management and intelligent power transformation and distribution in the park
to realise an innovative service mode of platform + service and lower the park’s carbon emission level, making the
park one of advanced low-carbon buildings and parks in Beijing. Various technologies such as loT, big data, artificial
intelligence and digital twin have been deeply used to study the application of AIOT technology in a low-carbon
park so as to facilitate the construction of smart parks and serve as a model for other projects. By analysing the
operational situation of the user units, we may fine-tune the system to optimise its low-carbon operational capability,
and the park’s low-carbon brand effect can also be boosted by showcasing its low-carbon achievements with the
digital twin technology.

Located in the heart of Xibeiwang Town in northern Haidian, Beijing, and adjacent to the northern section of the
Palace Museum, the Phase Il of Xibeiwang project (FaitHE —EIE H) was divided into a number of commercial
areas, including boutiques and department store area, an indoor ice rink, a detached bookstore, a rooftop garden, a
themed food market with food court and a gallery for cultural and creative products of Palace Museum. The Group
undertakes the entire process of investment, construction and operation of this high-efficiency smart energy station.
The project covers a total GFA of 188,000 square metres with a total functional area of approximately 110,000
square metres. We estimated that 8,517,000 kWh of electricity could be saved, representing a reduction of 8,491
tonnes of carbon emissions during the entire 15 year of term of energy entrusted management.
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Through electrification substitution, saving and transformation of energy, utilisation of renewable energy, energy
metering and other systems, 12% of energy saving and self-generation of green power for its own use have finally
been achieved in Ordos Ejin Horo International Airport (S8EE 2 Hi (R & 2 & iE BB #35). The carbon dioxide emissions
have been lowered by approximately 1,674 tonnes per year. The project, being equipped with an integrated low-
carbon energy system, is the first hub station in Inner Mongolia Autonomous Region. The implementation of this
project may serve as a leading demonstration to the airport industry. Through the Group’s comprehensive intelligent
and green upgrading and transformation of airports in four aspects of management, control, equipment and services,
the airport energy system will realise an intelligent, efficient and green operation.

In the field of smart energy, the Group has intensively explored central heating intelligence as well as energy
saving and efficiency enhancement, serving over hundreds of urban heating networks, and establishing an overall
chain layout from energy production, energy transmission and distribution to energy consumption. As a pioneer in
the heating automation industry, the Group has, based on its insight of heating production and transmission and
distribution system and combined with its intelligence technology and information technology, integrated advanced
heating concept and control logic into each heating segment. In the field of heating energy-saving, the Group has
gained a deep energy-saving service capability throughout the whole industry chain and accumulated comprehensive
energy-saving advantages in various aspects, such as core technology, hardware equipment and software products.

Songyuan Heating Project (FAJRZA 7JIEH) covers a total heating area of 24.14 million m2 with 137 heat exchange
stations. The heating system has been operated for years and become impossible to meet the present-day’s
intelligentisation as a result of obsolete facilities and inadequate regulation and control measures. Built on the
existing automated control facilities of Songyuan Heating and by using information technology, we established a
new intelligent heating system, which realised the interconnectivity of objects through infrastructure transformation
and the use of such technologies as cloud computing, big data, loT and artificial intelligence to implement three core
functions, namely intelligent data processing, intelligent decision-making, and intelligent control. The project could
achieve energy saving of 760,000 GJ per year, with an annual economic benefit of approximately RMB50 million.

The Group adopted a contracted energy management model to comprehensively upgrade, optimise and transform
the centralised heating system of Daging Thermal Power Group (KE M % E). In view of the multi-energy form
and multi-energy sources, such as thermal power plants, coal-fired boilers and waste heat utilisation, of Daging
Thermal Power Group Co., Ltd. (KET 1 EE AR A 5)), and the current situation of shortage, obsolescence and
inadequacy of the infrastructure facilities, we have accordingly implemented the intelligent heating and energy-saving
for integrated energy, so as to realise smart production, smart supervision and regional smart energy development,
and establish a system for low-carbon and intelligent transformation of energy. It is expected that the implementation
of the project will result in energy savings of 6% to 10%, a reduction of 50,000 to 80,000 tonnes of standard coal
consumption, and a corresponding reduction of 150,000 to 200,000 tonnes of carbon dioxide emissions.
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Risk Management

In response to climate change, we put emphasis on capturing development opportunities, identified and assessed
Physical Risks and Transition Risks to drive the sustainable development of the Group. We combined the technique
of “Internet + Energy” with cloud platform to integrate urban resources in an all-round way and promoted the smart,
green and healthy development of cities to provide people with a safe, comfortable, energy-saving and sustainable
smart environment. At the same time, we improved the relevant risk management and target-setting system to
promote high-quality and green development.

Indicators and Targets
The Group has identified and monitored indicators related to environmental, social and climate related risks, and has
conducted annual statistics and disclosure of relevant data, including:

° energy (gasoline and power) consumption;

° water consumption;

o greenhouse gas emissions (including Scope 1 and Scope 2);
° hazardous waste disposal;

o non-hazardous waste disposal.

We will continue to focus on the impact of climate change on the Group’s business, fully respond to policy
requirements, further improve strategy formulation, risk management, identification and management of indicators
and targets, and work together with all sectors to cope with climate change and achieve sustainable development
together.

Annual Report 2023  Technovator International Limited 55



Environmental, Social and Governance Report

§2 LEADING INDUSTRY INNOVATION
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§2.1

Innovation on Research and Development

Innovation is the core driver of the Group’s long-term prosperity in the industry. Focusing on the frontier
of energy conservation technologies, the Group realises technological innovation by taking the lead. With
technological innovation as the core and oriented towards knowledge and innovation, the Group performs the
corporate responsibility of “saving energy for the country and saving resources for the people”, which highly
meets the industry development trend of “Internet + Energy Saving”, helping the industry to carry out research
and development for technological innovation and contributing to the smart, green and healthy development
of cities. The Group continues to maintain the momentum of innovation by obtaining information on domestic
and international market demand and technology development trends in the industry and cross-industry
application scenarios through multiple channels, and by maintaining close communication and cooperation
with relevant government departments, tertiary institutions and industry research institutes to keep abreast of
national technological developments in the industry.

During the year, the Group achieved significant R&D results in multiple aspects:

> 15 software products supported by Kunlun digital platform, including a series of new software products
such as IOT (Internet of things) access, unified authentication, Al energy consumption prediction tools
and low-code development tool sets, have been applied in low-carbon parks, smart transportation,
smart hospitals and other projects.

> The iterative upgrade of Techon Neosys I0oT control system has been accelerated, among which:
embedded configuration function and BACnet IP routing function were added to the master control
module of Techcon NS-MCB, which further strengthened the product’s full-stack technology
capability; Techon Neosys product line was further expanded with the addition of HN1000-VCU (end
valve control for urban heat supply), S-SA8 8 channels lighting module and NS-8DOR 8 channels relay
output module; in 2023, Neosys R&D and marketing team initiated the cooperation with domestic and
international well-known heating equipment manufacturers to provide OEM/ODM services.

> The software products for Techcon SOM smart station integrated operation and management platform

has won recognition from users, and it has been implemented across the entire metro line instead of
previously only piloted in Xi’an, Chongging and Tianjin.
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The Group attaches great importance to cultivating scientific and technological innovation talents and has
a number of experts from Tsinghua University. In order to further encourage employees to be engaged in
innovation and R&D, the Group allows and encourages all frontline staff to propose R&D project requirements,
which will be assessed by technical, market and finance experts organised by the Technology Research
Institute, and after approval, they will receive R&D fund and conduct R&D activities. In addition, the Group
encouraged staff to write, publish and gather articles. The Group also rewarded, commended and promoted
R&D teams across the whole Group who noticeably promoted business innovation of the Group. In 2023, the
Group has a total of 172 R&D personnel and invested an aggregate of RMB104 million in R&D activities.

In the future, the Group will continue to upgrade its building parks, smart healthcare and smart transportation
businesses on the back of its digital transformation supported by Kunlun digital platform. We initiated a
number of scientific research activities such as Neosys Al-specific controller development and Al ecology
construction to enhance the accessibility and flexibility of Neosys controller applications by attaching
embedded configurations, cloud-based simulation tools and additional loT protocols such as MQTT.
Leveraging on our technological advantages and synergies in energy and equipment management, the Group
leads and advocates the construction and application of zero-carbon parks, green rail transit and green data
centres.

§2.2 Protection of Intellectual Property

Protection of intellectual property is indispensable for innovative R&D and effective management of
intellectual property is beneficial to protecting technological and innovative achievements and strengthening
the competitiveness of enterprises. The Group fully respects the intellectual property of others, while firmly
committed to protecting our own intellectual property rights from being infringed. The Group strictly complies
with the Patent Law of the People’s Republic of China ({F# AR EMBIZEF|%) ), the Copyright Law of
the People’s Republic of China ({1 # A R EMBIZ(ERE) ), the Trademark Law of the People’s Republic
of China ({F#E A RELMBEREIZIA)) and other laws and regulations, and based on relevant provisions,
formulated internal management systems such as the Administrative Measures for Intellectual Property Rights
(R EREERYTA) ) to assist all business units in actively commercialising their scientific and technological
achievements. The Group encourages scientific and technological innovations by clearly stipulating the
target number of invention patents to be granted and providing bonuses and awards to inventors, and has
engaged specialists to assist in patent applications. As the centralised management department of intellectual
property, the Technology Research Institute of the Group handles all intellectual property applications of each
business unit, and the Group has set up an intellectual property specialist position to carry out management as
required.

In 2023, the Group obtained 3 patents during the year, totalling 35 patents by the end of 2023, and obtained
37 software copyrights during the year, totalling 194 software copyrights by the end of the year.
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§2.3 Leading Industry Development

As an important promoter of domestic energy-saving service industry and a leading enterprise in science and
technology service industry, the Group actively cooperates with scientific research institutions and invests in
the R&D of national scientific research projects. The Group also participates in industrial communication and
research established by various organizations to promote the construction of an industrial standard system,
making a commitment to drive industry development and progress.

The Group cooperated with scientific research institutions and intensely participated in many national scientific
research projects to jointly promote the development of technologies in the industry. In 2023, we conducted
in-depth collaborations with various businesses in the fields of smart energy-saving, smart heating and smart
station. For instance, the Group cooperated with Chongaing Rail Transit (Group) Co., Ltd. (EE M EER B
((28) BFR A 7)) to carry out research on and application of smart stations for rail transit, participated in the
research led by the Chongging Municipal Rail Transit Construction Office (EE M BB X BMERITAE) on
low-carbon and intelligent construction, and key technologies for operation and maintenance of the full life
cycle of the underground rail stations, and participated in the demonstration project of the China Association
of Metros (FR Bl T #ME 3@ E) to carry out the research on the energy saving engineering for the smart
energy system based on the cloud platform.

In terms of formulating industry standards, the Group actively participated in the construction of the intelligent
building industry standard system, including standards in the field of intelligent buildings and electrical, metro,
heating and air conditioning and building energy conservation, data centre, utility tunnel, BIM as well as urban
fire-fighting monitoring. The Group participated in the compilation of approximately 20 national and industrial
standards, and actively promoted the healthy development of the industry.

> On 1 January 2023, the Technical Rules for Numerical Simulation of Thermal Environment in Data
Centres ((EiE O ERIESEREEMAEN) ) which the Group had participated in its drafting was
officially promulgated. It plays a supportive and leading role in the implementation of relevant strategic
deployment of national new infrastructures, promotion of high-quality development of the computing
industry, advancement in the application of various types of new technologies in data centres, and the
development of new data centres.

> On 1 May 2023, the Technical Regulations for the Construction of Ethernet All-optical Network in
Smart Parks ((ZZ2EE AR E HHEEEZREMTIEFE) ) which the Group had participated in its drafting
was officially promulgated, under which Ethernet all-optical became a powerful tool for upgrading the
network construction of smart parks, and would make valuable contribution to the digital, intelligent
and green transformation of the construction of the parks.

> On 19 December 2023, the Technical Guideline for Integrated Energy System on the User Side of the
Energy Internet (CBEIR G B 48R P BI4R & BEIR R T A ) which the Group had participated in
its drafting passed the review. The guideline is the first of its kind in the industry. As an advanced and
more operable guideline, it plays an important leading and guiding role in promoting the application
and development of an integrated energy system on the user side of the energy Internet, increasing
the proportion of the use of renewable energy in urban and rural construction areas, enhancing the
efficiency of comprehensive utilisation of energy, and making contribution to the reduction of carbon
emission.
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As a leading enterprise in science and technology service industry, Technovator has achieved high quality,
intelligence and diversification with its outstanding innovation and digital intelligence capabilities, strong market
competitiveness and customer service satisfaction. Technovator has achieved numerous industry accolades
as the industry benchmark for another year. Some of the awards and honours obtained by the Group in 2023
were as follows.

Awarded Unit Awards and honors

First Prize for “Design of Building Engineering Standards” in 2021 National
Industry Excellent Survey and Design Awards

20283 Qutstanding Wuhan Municipal Engineering Gold Award

2023 Top 10 Brands with Products of Craftsmanship for Building Equipment
Management System in the Smart Building Industry of China (for seven
consecutive years)

2023 Top 10 Excellent Brands of Smart Control Platform for Building Parks in
the Smart Building Industry of China

Excellent Application Cases of 2023 China Urban Rail Transit High Quality
Development Conference

Paper awarded as 2023 Outstanding Paper in Green Building and Intelligent
Building

Beijing Municipal’s Specialised, Unique and New Small and Medium-sized
Enterprise
Excellent Award of Green Energy Star
Tongfang Energy
Saving Engineering
Technology Co., Ltd.  Beijing New Technology and New Product

Top 100 Beijing Municipal’s Specialised, Unique and New Expertise

5A Innovation Ability Rating awarded by the High-Tech Enterprises Association

3A Credit Rating awarded by the Energy Conservation Association
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ENVIRONMENT PROTECTION

Environment protection and energy conservation is an obligatory social responsibility and also the foundation
for enterprises to achieve green development and operation. The Group’s production and operation involve the
production and manufacturing of smart controller, rail transit safety door, and intelligent heating system. As an
unconventional high energy consuming company, despite the fact that environmental issues have not been identified
as important to the Group in the materiality assessment, the Group continues to emphasise the importance of
environmental protection in its daily operations and development, with energy conservation, emission reduction and
recycling of resources as its environmental objectives during the course of business.

The Group is always strictly in compliance with relevant laws and regulations such as the Environmental Protection
Law of the People’s Republic of China ({#2E A R EXFBIRIZRFEL) ), the Law of the People’s Republic of
China on the Prevention and Control of Environmental Pollution by Solid Waste (% A R LM EfEEEE Y5
FIRIEHAE)) and the Law of the People’s Republic of China on Conserving Energy ({FZE A R HME & 4958
J5/£)). The Group formulated environmental management systems for processing and manufacturing business
(such as PCB) in its production and operation, which includes the Rules Governing Identification of Environmental
Factors and Determination of Important Factors ((REEZ=#7 - EZE=BTEEIRGE)), the Rules Governing
Environmental Targets, Indicators and Programs (GR3E B 1Z « IR A REEHE)), the Rules Governing
Environmental Monitoring and Conformance Evaluation (GRIEESBIEA R IEFEEIEHE)), and the Rules
Governing Noncompliance and Rectification Measures on Environment (GRETFE -« A EEHEEERFIE)),
enabling the Group to dynamically assess its business impact on the environment and resources and continues to
strengthen environmental management and control and improve its environmental management system. The Group
has obtained the ISO 14001 Environmental Management System Certification and will continue to improve the
environmental compliance risk management in its operation, promote innovating measures for environmental-friendly
and sustainable development and establish a good corporate social image.

In 2023, there were no breaches of relevant environmental laws and regulations that had a material impact on the
Group.

§3.1 Emission Management
The Group’s enterprises follow a policy of source control, end-of-pipe treatment and technological innovation,
and actively pursue technological improvements in all aspects to reduce emissions and waste generation. With
an environmental objective of reducing pollutants emission in the course of business operation, the Group
actively promoted green environmental protection development philosophy, and continuously enhanced the
emission management, so as to reduce the generation of emission from source.
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The Group does not involve the emission of industrial waste gas in its production and operation. A small
amount of waste gas and direct greenhouse gas are emitted during the use of official vehicles, while indirect
greenhouse gas indirect comes from production and power consumption in offices. Waste water is mainly
generated from production and office operations. The Group reduced indirect waste gas emissions through
standardizing the use of official vehicles. Since indirect greenhouse gases account for a large proportion of
the Group’s total greenhouse gases, the Group indirectly reduced greenhouse gas emissions by advocating
electricity saving. The waste water emitted by the Group does not contain special pollutants, and will be
discharged to the sewage treatment plant for treatment and purification through the municipal pipe network in
the place where it operates.

Type of exhaust gas 2023 2022
Sulphur dioxide (kg) 0.41 0.27
Waste gas emissions Nitrogen oxides (kg) 5.92 3.42
Particulate matter (kg) 0.44 0.25
Direct greenhouse gas (ton carbon dioxide equivalence) 61.07 40.41
Indirect greenhouse gas (ton carbon dioxide equivalence) 2,549.45 2,971.43
Total greenhouse gases (ton carbon dioxide equivalence) 2,610.52 3,011.84

Greenhouse gas emission intensity (ton carbon dioxide

equivalence/RMB10,000 revenue) LS 0.017

The Group attaches particular importance to waste management. In the process of product development
and production, we identify hazardous waste from the source, and endeavour to reduce the impact of wastes
on the environment as much as possible. Hazardous wastes discharged by the Group include dross spot
generated during production and operation, used toner cartridges and used ink cartridges generated from
office operations. Non-hazardous wastes are mainly metal packages, wires and waste cardboard boxes
generated during production as well as used papers generated from office operations. With an environmental
objective of reducing pollutants emission (including waste) in the course of business operation, the Group
actively promoted green environmental protection development philosophy, and actively recycled the
recyclable non-hazardous waste so as to reduce its impact on environment.
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Some of the Group’s offices cooperate with printing equipment providers in the place where they operate and
the printing equipment providers are responsible for recycling and filling the used ink cartridges and recycling
them, which can reduce waste. Hazardous wastes are disposed by qualified third party, while non-hazardous
wastes are recycled by the Group and classified and collectively disposed by the environmental hygiene
department. Metal packages, wires and waste cardboard boxes that can be used continuously are recycled
by the Group and applied in the corresponding process to reduce waste.

Type of waste 2023 2022
Tin dross (ton) 0.47 0.48
Hazardous waste Used toner cartridges (kg) 16.80 17.60
Used ink cartridges (kg) 2.35 2.35
Total hazardous waste (kg) 489.15 499.95
s o
Metal packages (ton) 0.27 0.28
Wires (ton) 0.14 0.13
Non-hazardous waste
Cardboard boxes (ton) 0.60 0.66
Papers (ton) 71.28 51.82
Total non-hazardous waste (ton) 72.29 52.89
Discharge density of non-hazardous 0.393 0.304

waste (kg/RMB10,000 revenue)
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§3.2 Use of Resources
The Group’s enterprises follow a policy of source control, end-of-pipe treatment and technological innovation,
and actively pursue technological improvements in all aspects to increase recycling and continuously
improving the efficiency of natural resources use and minimising the impact of operations on the environment
and natural resources.

The main energy and resources consumed by the Group during its operation include: electric energy,
gasoline, water resources, office supplies and packaging materials. Gasoline is mainly used for driving motor
vehicles, and electric energy is mainly used for the Group’s office and operating facilities. For production and
manufacture and office operation, the Group’s water resources all came from the municipal pipeline network,
thus we did not need to worry about the water sourcing. In addition, office supplies such as paper are
consumed during the Group’s office operations.

Types of resources 2023 2022
Power consumption’ (kWh) 4,178,742 4,870,399
Total gasoline consumption? ()) 27,851.78 18,428.00
Comprehensive energy consumption (‘000 kWh) 4,422 .14 5,031.46
Comprehensive energy consumption intensity 0.02 003
(1000 kWh/RMB10,000 revenue)
Water consumption (m?) 35,137 38,878
Water consumption intensity (m®/RMB10,000 revenue) 0.191 0.224

! The restatement of electricity consumption data for 2022 has led to changes in the data such as related comprehensive energy consumption
and intensity, indirect greenhouse gases, and total greenhouse gases and intensity.

2 The gasoline consumption increased resulted from the increase in the use of the Group's vehicles in 2023 as compared with that in 2022,
which led to an increase in related waste gas emissions and direct greenhouse gas emissions.
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With an environmental objective of saving energy use and recycling of resources (including reducing use of
water resources) in the course of business operation, the Group actively practices energy and resource saving
and promotes the concept of green and energy-saving office by taking the following measures:

>

an online office system has been implemented, paper approval has been replaced by an OA approval
system, office printing has been reduced, and double-sided printing and the use of used paper are
encouraged;

mobile air conditioners have been installed in some offices and meeting rooms to address the issue
of overtime work over the weekends in summer, which not only solved the air conditioning issue for
overtime work and ad-hoc meetings over the weekends as there were no need to turn on the air
conditioning on the whole floor, but also reduced the waste of energy;

intelligent light control is used on certain floors of the office area. After work, lights in the office area
and meeting rooms will automatically turn off. Sensor lights are used in meeting rooms and such lights
will automatically turn off when there is no one in the meeting room, which will avoid the waste of
energy;

water-saving signs are posted over the sinks to enhance the awareness of water saving;

the inspection of water appliances in the office area has been strengthened to prevent “running,
seeping, dripping and leaking” of water (“i + & * /& * IF").

the management of official vehicles has been strengthened, under which, among others, each
official car has been assigned a dedicated fuel card, use of official cars is not encouraged unless for
handling special external business affairs, meetings held in multiple places are encouraged to be jointly
held via video conference to reduce business trips; and employees are encouraged to use green
transportation.

The packaging materials of the Group’s products mainly include cardboard boxes, plastics and fillers. We
strictly followed relevant national requirements and recycled certain packaging materials, so as to reduce the
use of product packaging materials in the production process and reduce pollutant emissions.

Types of packaging materials 2023 2022
Cardboard boxes (ton) 5.00 5.90
Plastics (ton) 0.02 0.02
Fillers (ton) 0.02 0.02
Total consumption amount of packaging materials (ton) 5.04 5.94
Consumption of recycled packaging materials (ton) 0.11 0.12
Consumption density of packaging materials (kg/RMB10,000 revenue) 0.027 0.034
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CARING FOR EMPLOYEES

Employees are the core element of the sustainable development of enterprises and an important component of
the core competitiveness for enterprises and the people-oriented development and operation philosophy serves
as the important premise of sustainable development for enterprises. Through well-established employment
system, harmonious staff relationship, excellent working environment, reasonable incentives as well as protection
of employees’ interest, enterprises are allowed to form inner strong cohesion and work together with employees for
mutual growth.

§4.1

Equal Employment

The Group strictly complies with laws and regulations of the related operation location such as the Labor Law
of the PRC (A R EFBE L %) ), the Labor Contract Law of the PRC ({1 E A R EAME L EFA RIE)),
the Regulations on Prohibiting Use of Child Labor ({ZFHFAZE TR E)), Employment Ordinance ({IEIFE K
1)) in Hong Kong region and Employment Act ({Ft%%2<)) of Republic of Singapore. With reference to
its own conditions, the Group formulates and improves systems and measures, including the Management
Measures for Staff Recruitment (CGRIEEIEHIE)), the Welfare Management System ((EFIEEFIE)),
the Enterprise Annuity Management System (B F 2 EEHIE)), the Employee Complaint Management
System ((B THFEIRHIE)), Employee Care and Subsidy Management ({8 TEIEEHHBNEIR)) as well
as the Internship Student Management System ((E&Z24EIRH|E)), specifying the requirements of the
ages and working hours of applicants to avoid child labour and forced labour, to establish a sound inventive
mechanism, devise a scientifically reasonable distribution system, protect legal rights of the staff, mobilise
the enthusiasm and creativity of the staff, boost their efficiency and improve business benefits of the Group,
accommodating the sustainable development demands of the enterprise.

Recruitment and dismissal

Upholding the principles of fairness, impartiality and openness, the Group recruits law-abiding talents who are
suitable for the position by means of internal or society recruitment. The Group conducts exit interview with
each staff member before he/she leaves the Company in order to ascertain the reasons for his/her resignation
and realise continuous improvement and optimization. For employees in severe violations of labour discipline
or the regulations of the Company, with gross negligence and malpractice, causing significant damage to the
Company, or held criminally liable, the Group will take measures to dismiss them. There was no dismissal of
employees by the Group for the abovementioned behaviours in 2023.

Equal opportunity, diversity and anti-discrimination

The Group adheres to the principles of gender equality and equal pay for equal work, enters into labour
contracts with all employees in accordance with the laws, and strictly implements various labour protection
policies, to ensure all employees of different ethnicity, race, gender, religion and culture backgrounds enjoy
equal employment opportunities and labour protection. In 2023, the Group did not have any material non-
compliance issues in respect of the laws and regulations on employment, recruitment and dismissal,
promotion, equal opportunity and anti-discrimination.

Remuneration

The Group insists on the principles of making distribution according to performance, responsibility and
contribution, and setting position-based remuneration that is subject to adjustment according to position
change and the same standard for the same position. According to the regulations of the system of the
Group, there will be a reasonable increase in the salary of employees per annum. In 2023, the Group did not
commit any irregularities in remuneration packages.
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Working hours and leaves

The Group strictly complies with the laws and regulations in relation to employees’ working hours and leaves
formulated by government at each level, reasonably arranges employees’ work and rest time. The Group
implements a standard working hour system which arranges employees to work five days per week and eight
hours per day, and to take leave on weekends and statutory holidays. Employees can enjoy paid annual leave,
paternity leave, marriage leave and funeral leave in accordance with the laws, while female employees can
also enjoy a half-day leave in the International Working Women’s Day on 8 March, breastfeeding leave and
maternity leave. In 2023, the Group did not commit any irregularities on working hours and leaves. The Group
strictly complies with relevant laws and regulations of the PRC, and there was no child labour or forced labour
nor any violence of relevant laws.

Benefits

The Group complies with the requirements in national and local laws and regulations, and pays basic pension
insurance, basic medical insurance, unemployment insurance, work-related injury insurance, maternity
insurance and housing provident fund and when due each month for all employees. In 2023, the social
insurance coverage rate of the Group’s employees was 100%.

While providing competitive compensations, the Group also offers benefits such as meal allowance, heating
allowance labour insurance and heatstroke prevention, weddings and maternity gifts and reimbursement of
medical expenses for employees’ children, and employees who meet certain requirements can participate in
the corporate annuity plan. In addition, we also provide employees with group commercial accident insurance
and additional medical insurance, quarterly birthday party and all kinds of holiday benefits, including for
Women'’s Day, Mid-Autumn Festival, Dragon Boat Festival and Spring Festival.

Staff Birthday Party and holiday benefits of the Company
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Employee Care

Upholding “people centrism”, the Group cares for every staff member, providing institutional guarantee for the
basic needs of employees who have difficulties in livelihood, or suffered from sickness. In addition to helping
the staff to solve substantive issues, the Group also organised love and care activities to console employees
in need, such as giving away medical consultation cards to the employees struggled with family hardship and
poor health, so as to establish a corporate culture of mutual support and care, boost the corporate cohesion
and enhance employees’ sense of well-being.

During the reporting period, the Group has a total workforce of 665, with an employee turnover rate of 11.0%.

Set out below is the staff employment by type and their turnover:

Number of Proportion of
Age employees total employees Turnover rate
Under 30 years old (30 years old exclusive) 71 10.7% 29.6%
30-50 years old (50 years old exclusive) 492 74.0% 8.9%
50 years old and above 102 15.3% 7.8%
Number of Proportion of
Gender employees total employees Turnover rate
Male 442 66.5% 9.5%
Female 223 33.5% 13.9%
Number of Proportion of
Region employees total employees Turnover rate
Mainland 657 98.8% 11.0%
Hong Kong, Macao and Taiwan 2 0.3% 0
Overseas 6 0.9% 16.7%
Number of Proportion of
Level employees total employees
Senior management 22 3.3%
Middle-level management 84 12.6%
General staff 559 84.1%

Note:  The “senior management” in this report refers to employees at the general manager level of the Group and Mr. Zhao
Xiaobo, a Director of the Group.
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§4.2 Staff Development and Training

The talent is the core competitiveness for enterprises. Adhering to the principle of mutual development for the
enterprise and employees, the Group made efforts to provide broad career platform and development space
for its employees by setting up training system for talent development and laying smooth career path for
employees’ promotion.

The Group established the Performance Appraisal Management System ((EXCEZEIEHIE)), which
takes the business performance as the core, comprehensively considers employees’ potential capability
and developmental needs, and specifies the promotion process for employees to ensure that all employees
enjoy a fair and smooth promotion opportunities. The Group classified the job positions into five categories,
namely management, management services, technical, marketing and operation based on the requirements
of business development, and subdivided their functional department and development system according to
employees’ work experience and knowledge.

The Group formulated and implemented the Training Management System ({IZ 3l &2 %I/ ) ) and developed
a training system featuring “Three Levels”, “Four Types” and “Three Tiers”. Trainings purposely cover aspects
of corporate management, leadership, qualification certification, skills training and corporate culture, so as to
improve the knowledge and skill level of employees, highlight key talents cultivation and provide a sound basis
for the improvement of the Group’s operation. Furthermore, the Training Management System ({57 & &
HIfE)) also provides training mechanism and training information feedback in a bid to improve the training
efficiency and refine employees’ training work.

Company level, department level,
and department instructors

On-the-job training, new employee

training, backbone team training,
qualification training

Training Management System of the Group
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In accordance with the Training Management System ({F3IE 2 HIE) ), the Group takes the development
goal and employees’ actual needs as the starting point while the Human Resources Department designs
targeted training development plan for different ranks and types of employees according to the annual
strategy, operation plan and coordinated resources of the Group.

For new employees, the Group conducts a centralised induction training once a month, while
instructors are appointed to offer one-to-one induction training for new employees, and the training
coverage rate of new employees is 100%.

For the whole staff, the “micro classroom” live broadcast in the “Ding Talk” office group is launched
once a month in order to improve their professional quality.

For senior leaders and key talents reserve, the Group cooperates with a number of external training
institutions to provide employees with external training courses in accordance with their positions.
During the year, the Group arranged relevant staff members to attend training courses held by the
Ministry of Housing and Urban-Rural Development.

For newly-promoted managers and key talent reserve, the Group carried out basic management
training courses to support the talent echelon construction of the Group. The Group effectively urged
employees to complete their self-education courses, and adopted multiple measures to empower
individual promotion.

In terms of the professional qualification and occupational title, the Group organises and provides training to
its employees on a regular basis to encourage them to participate in the qualification examination and obtain

the qualification certificate. In 2023, employee training hours of the Group were 7,891 hours.

The percentage of the employees trained and training hours per capita by gender are as follows:

Percentage of the Training hours

employees trained per capita (hour)

Male employees 93.9% 13.76
Female employees 91.8% 12.02

The percentage of the employees trained and training hours per capita by the class of employee are as

follows:
Percentage of the Training hours
employees trained per capita (hour)
Senior Management 63.6% 10.04
Middle-level management 84.5% 39.38
General staff 95.6% 9.12
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§4.3 Occupational Health and Safety

Safety production and employee’s health are powerful guarantee for stable operation of enterprise. The Group
pays high attention to employee’s health and safety, implements safety production and occupational disease
prevention, and commits to providing a healthy and safe production environment and working space for
employees. [t strictly abides by the relevant laws and regulations, such as the Safety Production Law of the
People’s Republic of China ({F#ZEARLFEZ 2 £ E %)) and the Occupational Disease Prevention Law
of the People’s Republic of China ({1 #E A R EMBIE:ZREGE7%)), implements the safety management
policy of safety-led, prevention-oriented and comprehensive management, and carries out the responsibility
system for production safety. The Group formulated the Administrative Measures for Safe Work Production
((Z2EEIEEEYHE)), Inspection System for Safe Production ({(Z &4 EREHIE)), Post Safety
Operation Rules (AL Z 2 R1EMRFE) ), Provision and Management System for Labor Protection Articles ({45
A mEC A EIRFIE) ), Management System for Dangerous Work ({fER{EXEIEHIE)), Reward
and Punishment System for Safe Work ({% 24 & ZE)FE 51 $1/Z ) ) to ensure the standard of operation,
equipment and management in the production process. It has continuously improved occupational health and
safety performance by taking effective management measures to prevent loss from accidents.

Implement responsibility and strict management

As the centralised management department of safe production of the Group, the manufacturing department
signs the fire control and safe production management responsibility letters with each manufacturing base
layer by layer. Base leaders and responsible persons of the departments, departments and teams, teams and
individuals sign layer by layer to establish the principle that safety management must attached to production
management and whoever in charge must be held accountable.

Safety officers are appointed in the base to be responsible for the arrangement, deployment, supervision
and summary of safe production work in the office area. Base safety officers are the persons in charge of
the safe production of the manufacturing bases. Safety officers are responsible for the safe production of the
manufacturing bases, and the base senior leaders are the first person responsible for the safe production. The
managers of each department are the persons in charge of the work safety of the departments, and personnel
are designated to be directly in charge of the safe production.

Strengthen safety publicity and education to improve the safety quality of employees

Employees’ safety standards and their awareness and consciousness of recognizing the hidden danger of
accidents are directly related to production safety. As such, we must do a good job of publicity and education
and standardise the safe production operations of employees to achieve safe production, and let employees
understand that “from | am required to be safe to | want to be safe, | will be safe” (‘BHZEFNRELE ~
@7 %), and truly realise “do not hurt others, do not hurt themselves, do not be hurt by others” (“MZZEAh
A TEEBER - T AEZE") to transform the safety behaviours from passive acceptance to conscious
and active actions and lay a solid foundation for production safety. We actively provide safety education and
training to our employees, including the three-level safety orientation education, and employees in special
positions are required to hold necessary certificates. The Group implements a regular safety meeting system,
organises safety week and monthly activities, and rolls out safety publicity activities.
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Strengthen safety inspection and strengthen safety rectification

To eliminate safety hazards, make safety precautions, provide safe and reliable working environment
for employees and enhance their sense of security, the Group makes hard efforts in the renovation and
rectification of safety facilities and increases safety rectification and rectification efforts. The Group carries out
the maintenance of its production equipment and facilities as required. Special equipment is registered and
filed in accordance with national requirements, and tested on a regular basis. Fire-fighting equipment is also
installed and tested on a regular basis. Emergence exits are provided in workshops and dedicated personnel
are assigned to manage hazardous chemicals. The Group establishes safety checklist for safe production
and performs regular safety inspection, holiday inspection, seasonal inspection, electrical equipment safety
inspection and temporary random inspection. If any problem is found, a notice of inspection and rectification
will be issued in time. If the problem cannot be corrected, preventive measures shall be formulated and
incorporated into the rectification plan, and measures will be formulated and implemented step by step,
which ensures the normal operation of the Company’s safe production. The Group strictly implements internal
policies such as the Management System for Safe Use of Electricity ({Z & B EEI24IE)), the Protection
Measures for Electricity Leakage of Equipment and Circuit ({G%f# « B HREREEE) ), and Special
Equipment and Operator Management System ({ri2 & IR 1EA B EIEHI/E)) and Management System
for Hazard Identification, Risk Assessment and Measure Implementation ({/EfR# - BRFHE - BE
EMEEIESIE)). It conducted risk management and hazard investigation in an orderly manner, formed a
target-monitoring-evaluation-improved occupational health management model and carried out detailed and
process-based safety management for all aspects of production and operation.

Safe production emergency management

Safety prevention and emergency work are the fundamental guarantees for achieving safe production. The
Group has formulated the Fire Facilities Management System (CGEBI & IEHIE) ) on the basis of strict
compliance to the Law of the People’s Republic of China on Fire Prevention ({fFZE A RFEFEEREY ). In
addition, the Group organises employees to carry out fire emergency drills on a regular basis, and carries out
effective safety supervision on daily production and operation as well as major holiday fire inspections. For the
emergency preparation, the Group formulated the QES Emergency Preparedness and Corresponding System
({QESFE=#EEFHEEFIE)), Production Safety Accident Emergency Rescue Plan ({4 EZ 2 EEEM
#EFBZ) ), Emergency Preparedness and Response Plan for Mechanical Injury (i 152 fE & E B 2L fETE
22)), Emergency Preparedness and Response Plan for Injury Accidents ({5 &S A EHEETEZ))
and other methods to clarify emergency response measures, improve employees’ emergency response and
rescue capabilities, and ensure life safety and property safety.

Occupational health protection

In the aspect of the occupational hazards prevention and control, the Group formulated a series of systems,
including the Management System for Objectives and Solutions of Occupational Health and Safety ( (&
BEZ2BIZEMFREESE)) and the Management System for Occupational Health and Safety Performance
Monitoring and Compliance Evaluation ({BiZ 2R %L 2EMNE RIS & R M FHEEEFIE)) in accordance
with the requirements of the system. The Group clearly defines the responsibilities of occupational disease
prevention and control of various departments and positions, to implement occupational disease prevention
and management in order to facilitate the goal of creating a safety, healthy and pleasant working environment
for employees. The Group formulated and issued the Provision and Management System for Labor Protection
Articles (45BN A MECHEFEIEHIE) ) and Administrative Measures for Industrial Accidents ({ T15 %k
EIEHE) ) to regulate the types and duration of labour protection equipment for all positions and specify the
work-related accident response process and support arrangements. The occupational hazards faced by our
staff are mainly dust, waste gas and steam in the production department. We implement 5S management to
ensure the control of production lighting, dust and noise to reduce occupational hazards. The Group regularly
provides employees with gloves, masks and other protective equipment, electrostatic dischargers and other
labour protection facilities, posts safety warning signs and sets up safety barriers to safeguard their safety
and health. The Group provides its employees with free health check-ups annually and monitors their health
condition on a regular basis. The Group also purchases supplementary medical insurance for its employees.

In 2023, there was no instance of material non-compliance in providing safe working environment and
protecting employees from occupational hazards. No fatal or serious production accident occurred and the
hours of work injury loss was zero, and there were no fatal accidents occurred concerning safe production
responsibilities in both 2021 and 2022.
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§5.1

Supply Chain Management

The sincere cooperation of our suppliers has been an important guarantee for our on-going operation. The
Group upholds an open, fair and impartial principal and attaches importance to the communication with
our suppliers in a bid to establish a long-term, win-win relationship with them, jointly undertake product
responsibility and strengthen quality assurance.

The Group has formulated the Supplier Management and Control Procedure ({ft EBEE B HIIZF) ).
It specifies the obligations of procurement related departments such as purchasing department, quality
management department, and storage and distribution department, and provides the basic requirements and
workflow for the selection, assessment and management of suppliers. The Group has also instituted the Table
of Data and Comments on Suppliers ({ffER &R & FFEZR) ). From the aspects of enterprise qualification,
performance capability, product quality and after-sales service, we will carry out supplier evaluation. According
to the evaluation results, supplier access and exit will be implemented according to the regulations so as to
control the quality of the source. If necessary, site examination will be conducted on the manufacturers who
are admitted to the suppliers list of the Group for the first time in order to exercise stringent risks control. Al
suppliers are evaluated and reviewed by the Group in accordance with this evaluation methodology.

The Group has passed ISO 14001:2015 Environmental Management System certification and strictly abides
by QC080000 electronic and electrical originals and products hazardous substances process management
system. Most of the Group’s products are exported to Europe and need to comply with RoHS (Restriction
of Hazardous Substances) standards, REACH (Registration, Evaluation, Authorisation and Restriction of
Chemicals) standards and WEEE (Waste Electrical and Electronic Equipment) Directive. Therefore, the Group
strengthens the evaluation and management of RoHS and REACH raw materials and auxiliary materials
suppliers, and specifies that raw material suppliers should be qualified agents, and the materials supplied
should be produced and packaged by the original manufacturers so that they can be traced back to their
origins. The suppliers with good and high reputation, sufficient quality management and environmental
management system certification will be given priority to reduce environmental and social risks in the
supply chain and strengthen quality assurance. In order to effectively ensure that suppliers’ products meet
the requirements of HSF (Hazardous substances free) and that the product quality, price, delivery date,
and the coordination degree of hazardous substances reduction meet the requirements of the Group’s
hazardous substances process management system, the Group has formulated the Procedures for Control
on Product Procurement Process ({EmirE&iBIEIEHITE) ) to standardise the procurement process,
reduce operational risks, and achieve standardised management of global multichannel supply in terms
of procurement of raw materials, ancillary materials, suppliers, as well as logistics, trade and other service
providers. For finished product suppliers, the Group prioritises suppliers that have passed the Environmental
Management System (ISO 14001) and Occupational Health and Safety Management System (OHSAS18001)
certification.

During the reporting period, the Group had 121 suppliers and the distribution of suppliers is as follows:

Geographical Distribution of the Group’s Suppliers in 2023

59 suppliers
49%

7s ers
6%

® PRC = Other Asian Countries Europe North America
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§5.2 Product Quality

The Group adheres to the idea of “Quality Comes First” in all workplaces and strictly complies with the
Product Quality Law of the People’s Republic of China ((FZEAREFBEIERE 2X)). It established
quality management system and electrical appliance harmful substances management system based on the
Group’s actual situations and in accordance with ISO 9001:2005 Quality Management System ({Z& £ &
F2 %)), QC080000 (IECQ-HSPM) Process Management System for Electronic and Electrical Originals and
Products Hazardous Substances ({ & FEERREFMEREEMEBREEIEFER)) and other requirements,
and passed the third-party system certification. At the same time, the Group instituted an effective quality
management structure according to the requirements of quality management system by setting up a
centralised department at the management layer and a quality control position at the project implementation
layer to fully implement product quality assurance work. With the extensive application of Al, our Group paid
more attention to data quality in product quality management in recent years and established the standards
on meta data collection and data quality in relevant industry.

In conjunction with the need for our products to meet not only the requirements of highly reliable management
of public facilities, but also the specificities of the environment in which the equipment operates, the Group
strictly implements quality control measures, including formulating the Management System for Consistency of
Certified Products ((REEMR—RIEEEHIE) ), the QES Rectification Measures Management System ({QES
A IEHEMEEIEF|E)), the Management System for Unqualified Products Output (€EE &A1& & 12
f£)) and Management System for Unqualified Projects Output ({ T2 & 1R # HEIEHIE) ), so as to ensure
the product’s specific electromagnetic environment and application scenarios. In order to clarify product
and engineering eligibility criteria in the aspects of design, purchasing, producing process and delivery, and
standardise treatment of potentially unqualified products and unqualified projects, the interface between
market demand and R&D tasks is facilitated to ensure that customer needs are met by deploying a cross-
departmental R&D management environment. At the same time, we follow the cycle of Plan (P), Do (D), Check
(C) and Action (A) for quality management to carry out product work in an orderly, effective and continuous
manner. In terms of software research and development, the Group passed the CMMI, namely Capability
Maturity Model Integration, International Certification, obtained the CMMI 2.0lll qualification certificate
evaluated by the Camnegie Mellon Software Engineering Institute (SEl) so as to ensure that the Group could
effectively handle more complicated software problems based on CMMI to achieve parallel progress of
software engineering, and that the R&D process is fully traceable, to further benefit from coordination of
various subjects and process improvement, which marks that the Group’s software development, quality
management and process improvement has been at the forefront of the world. Product testing is independent
of product development. In the stage of product design, parallel test plans are designed, and testing can
be further divided into two independent processes of testing and verification according to needs. As for
key products and major projects, R&D personnel will be dispatched to provide on-site support and collect
first-hand information in a timely manner so as to solve the problems swiftly. For the secrecy system of the
product, through the Group’s practice in secrecy-related projects, we have accumulated experience in the
development of secrecy-related systems and the selection of secrecy-related application components. In
order to meet the needs of more application scenarios, we plan to strengthen our R&D efforts in both security
detection and real-time response of our products in the future, including: meeting the security protection
needs of national critical infrastructure and meeting the needs of unmanned rail vehicles, etc.

Benefited from the comprehensive product quality management process, no product was recalled for safety
and health reasons in 2023. No material non-compliance incidents occurred on health and safety matters
relating to products and services provided. There was no violation of relevant laws and regulations relating to
advertisements and trademarks that have material impact on the Group.
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§5.3 Customer Service

Customers are the foundation in the survival and development of companies. The customers of the Group are
mainly enterprises. Therefore, the Group insists on customer-oriented approach, takes effective feedbacks
from customers as driving force of our continual progress and development and adheres to improving
customer satisfaction in order to establish long-term and amiable relationships with customers. The Group
formulated Customer Service Management System ((EAREIEHIE) ) and provided the product after-sales
service hotline and mailbox to our customers. In integrated management department, customer service
officer is in place to answer enquiries from customers. Upon receiving customers’ complaint, the integrated
management department will coordinate, liaise with the manufacturing department on a timely basis and
follow up the handling progress, and send a quality feedback form to the customer for his/her feedback
after the completion of the handling progress in order to make sure that every complaint is handled properly.
When our products do have quality problems, customers can fill in the quality feedback form and send it to
our customer service officers by email. If it is necessary to return the product to the factory for maintenance
after communication between the technical personnel and the customer, the customer shall deliver the
defect product (including the list of defect product) to the designated maintenance centre of the Group for
maintenance service as informed by the customer service officer.

In 2023, the Group has not received any complaints about quality problems of self-produced components and
a total of 1 complaint about quality problems of outsourced finished products. The Group actively cooperated
with customers and finished product suppliers to handle complaints, and timely assisted finished product
suppliers to improve their work process according to customers’ advice. The Group resolved all customer
complaints and customer satisfaction surveys showed 100% satisfaction. Due to the nature of our business,
the Group does not directly provide products and services to individual customers, so it does not involve
customer personal data or privacy.

ANTI-CORRUPTION

An honest and upright working environment is an essential guarantee for an enterprise to achieve a long-term
development. The Group is devoted to fighting against any kind of corruptions. It strictly abides by the national laws
and regulations, including the Supervision Law of the People’s Republic of China ({F#E A R HEFBIEEZE)), the
Criminal Law of the People’s Republic of China ({2 AR ILAMEIFLE) ), the Anti-Money Laundering Law of the
People’s Republic of China ({F 2 AR FEAMEI &%) ), the Rules on Supervision and Enforcement for Discipline
Inspection Authority (A7 iR E #E 22 & TEFR A1) ) and the Rules on Supervision and Enforcement for Regulation
Authorities ((EsZX#EEIESEH)E TVERE) ). The Group always maintains a “zero tolerance” attitude towards acts of
corruption. With the mindset of being responsible to customers, honest to the Company, non-corrupt, responsible,
pragmatic and steady, the Group has continuously strengthened its organizational structure and team building,
and improved its internal management system and supervision mechanism. In the Group’s management system
compilation and staff manual, we have clearly required all staff to be fair and integrity. The Group also signed an
integrity agreement with each employee and enhanced employees’ vigilance against corruption to further standardise
their conduct.

The internal control department of the Group is responsible for anti-corruption and regularly checks the internal
control and management documents and systems of the Group. It pays close attention to the update of relevant
national laws and regulations, and revises relevant internal control and anti-corruption management systems based
on the requirements of laws and regulations. The Group brings the work of anti-corruption into all kinds of important
meetings of the Group, takes it as an important matter in the training of the Group’s internal control and management,
and strengthens the anti-corruption propaganda and education through the billboard. It requires all employees to
be fair and honest so as to create a cultural atmosphere on clean and integrity. In 2023, our accumulated training
time for anti-corruption was 70 hours. For anti-corruption, there were no cases of violation occurred that have
material impact on the Company and no cases of corruption or corruption litigation occurred. In cooperation with our
suppliers, the Group expressly prescribes the anti-corruption clauses through relevant contracts and annexes.
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The Group also set up internal reporting channels, including mailbox, telephone hotline and e-mail, and provided
anti-corruption channels for cooperative suppliers. Employees and suppliers can report corruption and bribery
anonymously or in real name through these channels which are supervised and managed by the internal control
department of the Group. If there is case of improper act reported, the Group will initiate a response process and the
case will be timely reported to the responsible person of the department or the management of the Group and be
strictly and thoroughly investigated. For the privacy protection of whistle-blowers, the Group completely conceals all
the information of the whistle-blowers when handling the reported cases, and will not provide the reported evidence
to the person being reported or any other content that may disclose the information of the whistle-blowers. During
the year, the Group did not receive any report related to corruption and violation of the integrity practice policy.

§7 COMMUNITY PARTICIPATION

As a responsible enterprise citizen, the Group has been actively responding to the national call by honestly fuffilling its
social responsibilities and contributing a harmonious and win-win momentum to the society. Capitalizing on its own
strengths and advantages, the Group has practiced its social responsibility and cared for people’s needs for heating
by ensuring the heating time.

According to the “providing heating in staggered peak periods” requirement by the government, as at 8 October
2023, Youyi Heating Factory under the Group started the operation of coal-firing for the heating of 2023-2024.

Youyi Heating stocked the raw coal for heating in advance as well as maintained and improved the equipment and
facilities by adopting the ways such as “stock coal in summer for the use in winter”, “problems in winter to be fixed
in summer”, thereby providing strong guarantee of heating. Meanwhile, it also improved various safety systems,
formulated heating emergency proposals and established heating shifts and emergency repairing system, and formed
a 24-hour-shift emergency repairing support team, which safeguarded the smooth launching and safe operation of
winter heating. In order to improve the heating quality, the heating factory and heating exchanger station underwent
comprehensive checking, further ensuing the heating capacity and quality. After the end of the previous heating
season, Youyi Heating has performed comprehensive examination on all heating equipment, heating pipes and
wires. By staggering the peak seasons, it collected and stored the coal in summer to prepare for the use in winter.
In addition, it also tested the heating network to ensure all the equipment can be used without defects for stable
heating.

In the future, driven by the carbon peak and carbon neutrality goals, the Group will continue to undertake its social

responsibilities, protect the city temperature with actions, serve the people’s livelihood, and “heat up” the people’s
happiness with heating.
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SEHK ESG REPORTING GUIDE CONTENT INDEX

ESG Reporting Guide Reporting Contents

Aspect A1: Emissions

General Disclosure
Information on:
(a) the policies; and 3. Environment
(b) compliance with relevant laws and regulations that have a significant impact on Protection
the issuer relating to air and greenhouse gas emissions, discharges into water and
land, and generation of hazardous and non-hazardous waste.

Al

3.1 Emission

A1.1  The types of emissions and respective emissions data.
Management

A1D Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas emissions (in tonnes) and, 3.1 Emission

where appropriate, intensity (e.g. per unit of production volume, per facility). Management
A3 Total hazardous waste produced (in tonnes) and, where appropriate, intensity (e.g. per 3.1 Emission
' unit of production volume, per facility). Management
A 4 Total non-hazardous waste produced (in tonnes) and, where appropriate, intensity (e.g. 3.1 Emission
' per unit of production volume, per facility). Management
. o . 3.1 Emission

A1.5 Description of emission target(s) set and steps taken to achieve them.
Management

Description of how hazardous and non-hazardous wastes are handled, and a description 3.1 Emission

A1.6 ) .
of reduction target(s) set and steps taken to achieve them. Management

Aspect A2: Use of Resources

General Disclosure 3.2 Use of
A2 . . . . :
Policies on the efficient use of resources, including energy, water and other raw materials. Resources
Direct and/or indirect energy consumption by type (e.g. electricity, gas or ail) in total (kWh 3.2 Use of
A21 . ) : ) "
in ‘000s) and intensity (e.g. per unit of production volume, per facility). Resources
A2.2 Water consumption in total and intensity (e er unit of production volume, per facility) 8.2 Use of
' P yieg.p P P Y Resources
_ - : 3.2 Use of
A2.3 Description of energy use efficiency target(s) set and steps taken to achieve them.
Resources
Description of whether there is any issue in sourcing water that is fit for purpose, water 3.2 Use of
A2.4 . ;
efficiency target(s) set and steps taken to achieve them. Resources
AD 5 Total packaging material used for finished products (in tonnes) and, if applicable, with 3.2 Use of
' reference to per unit produced. Resources
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Aspect A3: The Environment and Natural Resources

General Disclosure
A3 Policies on minimising the issuer’s significant impacts on the environment and natural
resources.

3. Environment
Protection

Description of the significant impacts of activities on the environment and natural

A3.1 :
resources and the actions taken to manage them.

Aspect A4: Climate Change

3. Environment
Protection

General Disclosure
A4 Palicies on identification and mitigation of significant climate-related issues which have
impacted, and those which may impact, the issuer.

1. Coping with
Climate Changes

AT may impact, the issuer, and the actions taken to manage them.

Employment and Labour Practices

Aspect B1: Employment

Description of the significant climate-related issues which have impacted, and those which

1. Coping with
Climate Changes

General Disclosure
General Disclosure Information on:
(@ the policies; and

: . . L . 4.1 Equal
B1 (b) compliance with relevant laws and regulations that have a significant impact on the Em Igurient
issuer relating to compensation and dismissal, recruitment and promotion, working pioy
hours, rest periods, equal opportunity, diversity, anti-discrimination, and other
benefits and welfare.
B1 1 Total workforce by gender, employment type (for example, full- or part-time), age group 4.1 Equal
" and geographical region. Employment
B1.2 Employee turnover rate by gender, age group and geographical region 4.1 Equal
. ploy Y d » age group geograp gion. Employment

Aspect B2: Health and Safety

General Disclosure
General Disclosure Information on:
(@ the policies; and

4.3 Occupational

B2 : . . o :
(b) compliance with relevant laws and regulations that have a significant impact on the ~ Health and Safety
issuer relating to providing a safe working environment and protecting employees
from occupational hazards.
B2 1 Number and rate of work-related fatalities occurred in each of the past three years 4.3 Occupational

including the reporting year.

Health and Safety

B2.2 Lost days due to work injury.

4.3 Occupational
Health and Safety

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

B2.3 implemented and monitored.
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4.3 Occupational
Health and Safety
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Aspect B3: Development and Training

General Disclosure

4.2 Staff Development

B3 Policies on improving employees’ knowledge and skills for discharging duties at work. -
L . o and Training
Description of training activities.
B3.1 The percentage of employees trained by gender and employee category (e.g. senior 4.2 Staff Development
" management, middle management). and Training
. 4.2 Staff Devel
B3.2 The average training hours completed per employee by gender and employee category. Staff Development

and Training

Aspect B4: Labour Standards

General Disclosure

(@ the policies; and 4.1 Equal
B4 : . . S :
(b) compliance with relevant laws and regulations that have a significant impact onthe ~ Employment
issuer relating to preventing child and forced labour.
- : : : : 4.1 Equal
B4.1 Description of measures to review employment practices to avoid child and forced labour.
Employment
" o : . 4.1 Equal
B4.2  Description of steps taken to eliminate such practices when discovered.
Employment

Operating Practices

Aspect B5: Supply Chain Management

General Disclosure

5.1 Supply Chain

o Policies on managing environmental and social risks of the supply chain. Management
: : : 5.1 Supply Chain

B5.1  Number of suppliers by geographical region. Management
B5.2 Description of practices relating to engaging suppliers, number of suppliers where the 5.1 Supply Chain

"~ practices are being implemented, and how they are implemented and monitored. Management
B5.3 Description of practices used to identify environmental and social risks along the supply 5.1 Supply Chain

"~ chain, and how they are implemented and monitored. Management
B5.4 Description of practices used to promote environmentally preferable products and services 5.1 Supply Chain

" when selecting suppliers, and how they are implemented and monitored. Management
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Aspect B6: Product Responsibility

General Disclosure
General Disclosure Information on:

86 (@) the policies; and 5. Product
(b) compliance with relevant laws and regulations that have a significant impact on Responsibility
the issuer relating to health and safety, advertising, labelling and privacy matters
relating to products and services provided and methods of redress.
B6.1 Percentage of total products sold or shipped subject to recalls for safety and health 5% [Frasluet Gl
reasons.
B6.2 Number of products and service related complaints received and how they are dealt with. 5.3 Customer Service
L . : : N : 2.2 Protection of
B6.3 Description of practices relating to observing and protecting intellectual property rights. Ticllesiue) By
B6.4 Description of quality assurance process and recall procedures. 5.2 Product Quality
B6.5 Description of consumer data protection and privacy policies, and how they are Sl

implemented and monitored.

Aspect B7: Anti-corruption

General Disclosure
General Disclosure Information on:

B7 (@) the policies; and 6. Anti-corruption

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

B7 1 Nu.rnber of concludeq legal cases.regardllng corrupt practices brought against the issuer & Al e o
or its employees during the reporting period and the outcomes of the cases.

872 F)escription of preventiye measures and whistle-blowing procedures, and how they are e
implemented and monitored.

B7.3 Description of anti-corruption training provided to directors and staff. 6. Anti-corruption

Community

Aspect B8: Community Investment

General Disclosure

B8 Policies on community engagement to understand the needs of the communities where 7. Community
the issuer operates and to ensure its activities take into consideration the communities’ Participation
interests.

B8.1 Focus areas of contribution (e.g. education, environmental concerns, labour needs, health, 7. Community

" culture, sport). Participation
) , 7. Community
B8.2 Resources contributed (e.g. money or time) to the focus area.

Participation
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Independent Auditor’s Report

Independent auditor’s report
to the shareholders of Technovator International Limited
(Incorporated in Singapore with limited liability)

OPINION

We have audited the consolidated financial statements of Technovator International Limited (“the Company”) and its
subsidiaries (“the Group”) set out on pages 88 to 148 which comprise the consolidated statement of financial position as
at 31 December 2023, the consolidated income statement, the consolidated income statement and other comprehensive
income, the consolidated statement of changes in equity and the consolidated cash flow statement for the year then ended
and notes, comprising material accounting policy information and other explanatory information.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of the
Group as at 31 December 2023 and of its consolidated financial performance and its consolidated cash flows for the year
then ended in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) 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 (“HKSASs”) issued by the 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”) together with any ethical requirements that are relevant to our audit of the
consolidated financial statements in Singapore, and we have fulfiled our other ethical responsibilities in accordance with
these requirements and the Code. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

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.
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KEY AUDIT MATTERS (Continued)

Accounting for construction projects

Independent Auditor’s Report

Refer to note 2 to the consolidated financial statements and the accounting policies on page 109.

The Key Audit Matter

The Group’s revenue for the year ended 31 December
2028 from construction projects totalled RMB1,444 million,
which accounted for 79% of the total revenue for the year.
The construction projects of the Group are primarily energy
saving projects relating to transportation, building and
industrial businesses.

Revenue from construction projects is recognised in
proportion to the stage of completion of the project,
measured by comparing the costs incurred up to the
reporting date to the total forecast costs at completion
of the project when the control of the goods is regarded
as being transferred over time under HKFRS 15, with
reference to written documentation from customers
indicating their acceptance of the work performed to
reporting date on projects.

Based on the nature of construction activities, revenue
and profit or loss recognised on a project in progress at
the reporting date is highly dependent on management’s
estimation of the total costs required to complete the
project and the percentage of work completed at the
reporting date.
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How the matter was addressed in our audit

Our audit procedures to assess accounting for construction
projects included the following:

obtaining an understanding of the entity and
its environment and assessing the design,
implementation and operating effectiveness of
management’s key internal controls in relation to
accounting for construction projects;

inspecting contracts on a sample basis to obtain an
understanding of the key terms and risks associated
with individual projects and the accounting
implications thereof;

recalculating management’s calculations of the
percentage of completion at the reporting date and
revenue recognised for each project by comparing
the key inputs in the calculations, including total
project revenue, costs incurred to date and amounts
invoiced to date, with project terms, invoices issued
and vendor invoices, on a sample basis;

examining written documentation from customers
indicating their acceptance of the work performed
to reporting date on projects, with reference to
related third party engineers’ certification of work
completed, if any, on a sample basis;

81
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KEY AUDIT MATTERS (Continued)

Accounting for construction projects (Continued)

Refer to note 2 to the consolidated financial statements and the accounting policies on page 109.

The Key Audit Matter

We identified accounting for construction projects as a key
audit matter because a significant degree of management
judgement is required to be exercised, based on the latest
progress of each project, particularly in estimating the
future costs to complete a project which could be subject

to management bias.
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How the matter was addressed in our audit

challenging management’s estimations of the
expected future costs required to complete
individual projects by comparing costs to be
incurred with signed subcontractor projects
and by benchmarking with similar estimations
for comparable projects, on a sample basis,
and assessing if there was any indication of
management bias in the estimations;

assessing the reliability of management’s projects
cost forecasting process and whether there is any
indication of management bias by comparing the
actual costs for projects completed during the
current year to forecasts made at the prior year end
and enquiring of management for reasons for any
material differences between the estimations and
the actual outcome;

identifying possible onerous projects by comparing
the latest budgeted costs, taking into consideration
the actual costs incurred up to 31 December 2023,
with the project revenue for individual projects, on
a sample basis, and assessing if any provision for
foreseeable losses was required when the budgeted
costs exceeded the project revenue; and

assessing the related disclosures in the consolidated

financial statements with reference to the requirements
of the prevailing accounting standards.
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KEY AUDIT MATTERS (Continued)

Valuation of contract assets and trade receivables

Independent Auditor’s Report

Refer to notes 16 and 17 to the consolidated financial statements and the accounting policies on pages 102-105.

The Key Audit Matter

The Group’s contract assets and trade receivables arise
from the Group’s construction projects. As at 31 December
20283, the aggregate amount of contract assets and trade
receivables totalled RMB2,724 million.

The Group measures loss allowances on contract assets
and trade receivables at amounts equal to lifetime
expected credit losses (the “ECL”) using a provision matrix
which involves significant management judgement in
estimating loss rate and adjusting factors that are specific
to the debtors and an assessment of both the current and
forecast industries in which they operate at the reporting
date.

At 31 December 2023, the Group recognised loss
allowances for contract assets and trade receivables of
RMB216 million.

We identified the valuation of contract assets and
trade receivables as a key audit matter because of the
significance of the contract assets and trade receivables
balance and because the estimation of ECL is inherently
subjective and involves a significant degree of management
judgement.
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How the matter was addressed in our audit

Our audit procedures to assess the valuation of contract
assets and trade receivables included the following:

° obtaining an understanding of the entity and
its environment and assessing the design,
implementation and operating effectiveness of
management’s key internal controls relating to
credit control and the estimation of the ECL;

° obtaining an understanding on the methods, key
assumptions and data of the ECL model adopted
by management, including the basis of the
historical loss rates, historical transition rates and
recalculating the historical loss rates and historical
transition rates in the ECL model;

° assessing the relevance and reliability of the ageing
report by comparing the details in the ageing report
with relevant underlying documents, including
goods delivery notes, completion reports for
construction services and payment terms as set out
in the contracts with customers, on a sample basis;
and

° assessing the related disclosures in the consolidated

financial statements with reference to the requirements
of the prevailing accounting standards.
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KEY AUDIT MATTERS (Continued)

Assessment of the potential impairment of Property, plant and equipment and Intangible assets
Refer to notes 11 and 12 to the consolidated financial statements and the accounting policies on page 104.

The Key Audit Matter

As at 31 December 2023, the carrying values of the
Group’s Property, Plant and Equipment (“PP&E”) and
intangible assets amounted to RMB82 million and RMB585
million, respectively.

The Group’s PP&E and intangible assets are allocated to
relevant cash generating units (“CGUs”) for the purpose
of assessing if there is any impairment as at 31 December
2023.

When it is determined that indicators of potential
impairment of PP&E and intangible assets exist,
management compares the carrying amount of the
CGU with its recoverable amount, which is estimated by
discounted cash flow forecast, to determine the amount of
impairment, if any.

The preparation of discounted cash flow forecasts involves
the exercise of significant management judgement,
particularly in estimating forecast revenue, forecast cost of
sales, forecast expenses and the discount rates applied.
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How the matter was addressed in our audit

Our audit procedures to assess the potential impairment of
PP&E and intangible assets included the following:

° obtaining an understanding of the entity and
its environment and assessing the design,
implementation and operating effectiveness of
management’s key internal controls relating to
impairment assessment of PP&E and intangible

assets;

° assessing management’s identification of indicators
of potential impairment of the PP&E and intangible
assets;

° assessing the methods adopted by management

in the preparation of the discounted cash flow
forecasts, and management’s identification of
CGUs and the allocation of assets and liabilities to
each CGU with reference to our understanding of
the Group’s business and the requirements of the
prevailing accounting standards;

° challenging the key assumptions adopted in the
discounted cash flow forecasts, including forecast
revenue, forecast cost of sales, forecast expense by
comparing these inputs with the historical results of
each CGU and economic and industry forecasts;

° comparing key financial data, including revenue,

cost of sales and expenses, in the discounted cash
flow forecasts with the budgets;
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KEY AUDIT MATTERS (Continued)

Assessment of the potential impairment of Property, plant and equipment and Intangible assets (Continued)
Refer to notes 11 and 12 to the consolidated financial statements and the accounting policies on page 104.

We identified assessment of the potential impairment of e involving our internal valuation specialists on a
PP&E and intangible assets as a key audit matter because sample basis to assess whether the discount rates
of the impairment assessments involve the exercise applied in the discounted cash flow forecast were
of significant judgement in estimating the inputs in the within the range adopted by other companies in
impairment assessment model, which can be inherently the same industry and/or comparable to external
uncertain and could be subject to management bias in their market data;
selection.

o comparing the actual results for the current year

with the forecasts prepared in the prior year to
assess the reliability of management’s forecasting
process and whether there is any indication of
management bias;

° performing sensitivity analyses of the key
assumptions adopted by management to assess
what changes thereto, either individually or
collectively, would result in a different conclusion
being reached and assessing whether there were
any indicators of management bias in the selection
of key assumptions; and

° assessing the disclosures in the consolidated
financial statements in respect of the impairment
assessment of PP&E and intangible assets with
reference to the requirements of the prevailing
accounting standards.

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

The directors 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.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or our

knowledge obtained in the audit or otherwise appears to be materially 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.
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RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

In preparing the consolidated financial statements, the directors 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 either intend to liquidate the Group or to cease operations, or have no realistic alternative but
to do so.

The directors are assisted by the Audit Committee in discharging their responsibilities for overseeing the Group’s financial
reporting process.

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 to issue an auditor’s report that includes our opinion. This
report is made solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.

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

- |dentify 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.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

- Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant
doubt on the Group’s ability to 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 transactions and events in a
manner that achieves fair presentation.

- Obtain sufficient appropriate audit evidence regarding the financial information of the entities 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 regarding, among other matters, the planned scope and timing 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 with a statement that we have complied with relevant ethical requirements regarding
independence and 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.

From the matters communicated with the Audit Committee, we determine those matters that were of most significance in
the audit of the consolidated financial statements of the current period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Ho Ying Man Simon.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

28 March 2024
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Consolidated Income Statement

For the year ended 31 December 2023
(Expressed in Renminbi (‘RMB”))

2023 2022

Note RMB’000 RMB’000
Revenue 3,4 1,838,010 1,738,878
Cost of sales (1,668,687) (1,435,444)
Gross profit 169,323 303,434
Other revenue 5(a) 27,714 33,197
Other net gain 5(b) 830 11,893
Selling and distribution costs (63,320) (81,452)
Administrative and other operating expenses (168,183) (133,009)
Impairment loss on trade and other receivables and contract assets (57,650) (62,167)
Share of profits or losses of associates 64 207
(Loss)/profit from operations (91,222) 72,103
Finance costs 6(a) (8,454) (6,687)
(Loss)/profit before taxation (99,676) 65,416
Income tax 7(a) (271) (9,698)
(Loss)/profit for the year (99,947) 55,718
(Loss)/profit attributable to:
Equity shareholders of the Company (100,964) 55,127
Non-controlling interests 1,017 591
(Loss)/profit for the year (99,947) 55,718
(Loss)/earnings per share 10
Basic (RMB) (0.1291) 0.0705
Diluted (RMB) (0.1291) 0.0705

The accompanying notes form part of these financial statements.
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Consolidated Income Statement and Other Comprehensive Income

For the year ended 31 December 2023
(Expressed in Renminbi (‘RMB”))

2023 2022
Note RMB’000 RMB’000
(Loss)/profit for the year (99,947) 55,718
Other comprehensive income for the year
Item that may be reclassified subsequently to profit or loss:
Exchange differences on translation of financial statements
of overseas subsidiaries, net of nil tax 829 3,471
Total comprehensive income for the year (99,118) 59,189
Attributable to:
Equity shareholders of the Company (100,135) 58,598
Non-controlling interests 1,017 591
Total comprehensive income for the year (99,118) 59,189
The accompanying notes form part of these financial statements.
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Consolidated Statement of Financial Position

At 31 December 2023
(Expressed in Renminbi (‘RMB”))

31 December 31 December

2023 2022
RMB’000 RMB’000

Non-current assets

Property, plant and equipment 11 81,746 129,364
Interests in associates 3,596 3,532
Intangible assets 12 584,638 558,607
Financial assets measured at amortised cost 13 343,796 410,388
Deferred tax assets 22 47,750 39,289

1,061,526 1,141,180

Current assets

Inventories 15 1,282,681 1,191,189
Contract assets 16 976,224 842,869
Trade and other receivables 17 1,748,170 1,636,535
Prepayments 116,407 123,981
Cash and cash equivalents 18 363,318 354,040

4,486,800 4,148,614

Current liabilities

Trade and other payables 19 2,222,978 1,924,246
Contract liabilities 16 73,582 107,880
Loans and borrowings 20 275,846 190,424
Lease liabilities 21 1,934 926
Income tax payable 35,312 34,892

2,609,652 2,258,368
Net current assets 1,877,148 1,890,246
Total assets less current liabilities 2,938,674 3,031,426

920 Technovator International Limited Annual Report 2023



Consolidated Statement of Financial Position

At 31 December 2023
(Expressed in Renminbi (‘RMB”))

31 December 31 December

2023 2022
RMB’000 RMB’000

Non-current liabilities

Deferred tax liabilities 22 22,389 25,683
Deferred income 23 7,120 7,246
Loans and borrowings 20 10,000 - 1
Lease liabilities 21 632 846 r
40,141 33,775

NET ASSETS 2,898,533 2,997,651
CAPITAL AND RESERVES
Share capital 24 1,189,968 1,189,968
Reserves 1,690,222 1,790,357
Total equity attributable to equity

shareholders of the Company 2,880,190 2,980,325
Non-controlling interests 18,343 17,326
TOTAL EQUITY 2,898,533 2,997,651

Approved and authorised for issue by the board of directors on 28 March 2024.

Zhao Xiaobo

)

)
Wang Zhigiang ; Directors
)

The accompanying notes form part of these financial statements.
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Consolidated Statement of Changes in Equity

At 31 December 2023
(Expressed in Renminbi (‘RMB”))

Attrioutable to equity shareholders of the Company

SIE Statutory ~ Translation Other Retained

capital resenves reserve resenves profits
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Note24(c)  Note24 (d)i) Note 24 (d)i) Note 24 (di)

Total
RMB'000

Non-
controling
interests
RMB'000

Total
equity
RMB'000

Balance at 1 January 2022 1,189,968 182,626 40,679 (637,048) 2,045,502 2,921,727 17850 2,989,577
Changes in equity for 2022:

Profit for the year - - - - 56,127 56,127 591 55,718
Other comprehensive income - - 3471 - - 347 - 3,471

Total comprehensive income for the year - - 347 - 95,127 58,598 591 59,189
Appropriation to reserves - 8,940 - - (8,940) - - -
De-registration of subsidiary - - - - - - (1,115) (1,119)
Balance at 31 December 2022 1,189,968 191,566 44,150 (637,048) 2,091,689 2,980,325 17326 2,997,651

Attributable to equity shareholders of the Company

Share
capital
RMB'000

Statutory  Translation Other Special Retained
reserves reserve reserves reserves profits
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Total
RMB'000

controlling
interests
RMB'000

Total
equity
RMB'000

Note 24(c)  Note24(d))  Note 24(d)(i) Note 24(d)(iii)  Note 24(d)(v)

Balance at 1 January 2023 1,189,968 191,566 44,150 (537,048) - 2,091,689 2,980,325 17,326 2,997,651
Changes in equity for 2023:

(Loss)/profit for the year - - - - - (100,964) (100,964) 1,017 (99,947)
Qther comprehensive income - - 829 - - - 829 - 829
Total comprehensive income for the year - - 829 - - (100,964) (100,135) 1,017 (99,118)
Appropriation to reserves - 2,716 - - - (2,716) - - -
Appropriation of safety production fund - - - - 486 (486) - - -
Utiisation of safety production fund - - - - (454) 454 - - -
Balance at 31 December 2023 1,189,968 194,282 44979 (537,048) 32 1,987,977 2,880,190 18,343 2,808,533

The accompanying notes form part of these financial statements.
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Consolidated Cash Flow Statement

At 31 December 2023
(Expressed in Renminbi (‘RMB”))

2023 2022
Note RMB’000 RMB’000
Operating activities
(Loss)/profit for the year (99,947) 55,718
Adjustments for:
Income tax 271 9,698
Depreciation 6(c) 31,220 40,959
Amortisation of intangible assets 6(c) 82,597 72,722
Impairment losses on trade and other receivables and contract assets 57,650 62,167
Impairment losses on property, plant and equipment 6(c) 24,528 -
Impairment (reversals)/losses on prepayments 6(c) (98) 1,789
Finance costs 6(a) 8,454 6,687
Interest income 5(a) (24,587) (27,632)
Share of profits or losses of associates (64) (207)
Net gain on liquidation of subsidiary - (417)
Net loss on disposal of property, plant and equipment 5(b) - 2
Net gain on debt waiver - (2,398)
Net loss/(gain) on debt restructure 230 (6,918)
Foreign exchange gain/(loss), net 68 (1,117)
Changes in working capital:
Increase in inventories (91,492) (208,149
Increase in trade and other receivables (78,010) (8325,823)
Increase in contract assets (158,311) (43,509)
Increase in trade and other payables 364,928 349,429
Decrease in contract liabilities (34,298) (10,529)
Decrease in deferred income (126) (641)
Cash generated from/(used in) operations 83,013 (28,169)
Income tax paid (10,914) (16,197)
Net cash generated from/(used in) operating activities 72,099 (44,366)
The accompanying notes form part of these financial statements.
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Consolidated Cash Flow Statement

At 31 December 2023
(Expressed in Renminbi (‘RMB”))

2023 2022
Note RMB’000 RMB’000

Investing activities
Payments for the purchase of property, plant and equipment (5,411) (29,840)
Expenditure on intangible assets (100,424) (98,102)
Interest received 24,587 27,632
Net cash used in investing activities (81,248) (100,310)

Financing activities
Capital element of lease rentals paid 18(b) (2,420) (2,115)
Interest element of lease rentals paid 18(b) (139) (57)
Proceeds from loans and borrowings 18(b) 264,528 190,414
Repayment of loans and borrowings 18(b) (236,186) (99,288)
Other borrowing costs paid 18(b) (8,114) (6,720)
(Increase)/decrease in restricted deposit (1,307) 10,323
Net cash generated from financing activities 16,362 92,557
Net increase/(decrease) in cash and cash equivalents 7,213 (52,119)
Cash and cash equivalents at the beginning of the year 346,812 394,196
Effect of foreign exchange rate changes 758 4,735
Cash and cash equivalents at the end of the year 18 354,783 346,812

The accompanying notes form part of these financial statements.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)

GENERAL INFORMATION

Technovator International Limited (the “Company”) was incorporated in Singapore on 25 May 2005 under the name
of “Technovator Int Private Ltd.” as an exempted company with limited liability under the Singapore Companies
Act 1967. The name of the Company was changed to Technovator International Limited on 8 September 2011.
The Company and its subsidiaries hereinafter are collectively referred to as the “Group”. Technovator is principally
engaged in integrated and comprehensive urban smart energy saving services. Its business covers three major
segments including smart transportation, smart buildings and complex and smart energy, providing the customers
with smart energy management products, solutions and integrated services throughout their full life cycles. The
details of the subsidiaries directly or indirectly owned by the Company are set out in note 14.

The controlling shareholder of the Company is Tsinghua Tongfang Co., Ltd. (“THTF”). On 30 December 2019, State-
owned Assets Supervision and Administration Commission of the State Council (“SASAC”) approved Tsinghua
Holding Co., Ltd. (“Tsinghua Holding”), the single largest shareholder of THTF, to transfer its directing holding shares
of THTF to China Nuclear Engineering Capital Holdings Limited (“CNEC”). CNEC is the wholly owned subsidiary of
China National Nuclear Corporation (“CNNC”). On 31 December 2019, the ultimate controlling shareholder of THTF
has changed from the Ministry of Education of the PRC to SASAC.

MATERIAL ACCOUNTING POLICIES

(a) Statement of compliance

These financial statements have been prepared in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs”), which collective term includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants (‘HKICPA”) and the disclosure requirements of the Hong Kong
Companies Ordinance. These financial statements also comply with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited. Material accounting
policies adopted by the Group are disclosed below.

The HKICPA has issued certain amendments to HKFRSs that are first effective or available for early adoption
for the current accounting period of the Group. Note 2(c) provides information on any changes in accounting
policies resulting from initial application of these developments to the extent that they are relevant to the
Group for the current accounting period reflected in these financial statements.

(b) Basis of preparation of the financial statements
The consolidated financial statements for the year ended 31 December 2023 comprise the Company and its
subsidiaries and the Group’s interests in associates.

The measurement basis used in the preparation of the financial statements is the historical cost basis.

The preparation of financial statements in conformity with HKFRSs requires management 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.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)
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96

MATERIAL ACCOUNTING POLICIES (Continued)

(b)

(c)

(d)

Basis of preparation of the financial statements (Continued)

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
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.

Judgements made by management in the application of HKFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty are discussed in note 29.

Changes in accounting policies
New and amended HKFRSs

The HKICPA has issued the following new and amended HKFRSs that are first effective for the current
accounting period of the Group:

° HKFRS 17, Insurance contracts

° Amendments to HKAS 8, Accounting policies, changes in accounting estimates and errors: Definition
of accounting estimates

° Amendments to HKAS 1, Presentation of financial statements and HKFRS Practice Statement 2,
Making materiality judgements: Disclosure of accounting policies

° Amendments to HKAS 12, Income taxes: Deferred tax related to assets and liabilities arising from a
single transaction

None of these developments have had a material effect on how the Group’s results and financial position for
the current or prior periods have been prepared or presented. The Group has not applied any new standard
or interpretation that is not yet effective for the current accounting period.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has
rights to, variable returns from its involvement with the entity and has the ability to affect those returns through
its power over the entity. The financial statements of subsidiaries are included in the consolidated financial
statements from the date on which control commences until the date on which control ceases.

Intra-group balances and transactions, and any unrealised income and expenses (except for foreign currency
transaction gains or losses) arising from intra-group transactions, are eliminated. Unrealised losses resulting
from intra-group transactions are eliminated in the same way as unrealised gains, but only to the extent that
there is no evidence of impairment.

For each business combination, the Group can elect to measure any non-controlling interests (“NCI”) either at
fair value or at the NClI’s proportionate share of the subsidiary’s net identifiable assets. NCI are presented in
the consolidated statement of financial position within equity, separately from equity attributable to the equity
shareholders of the Company. NCI in the results of the Group are presented on the face of the consolidated
income statement and the consolidated income statement and other comprehensive income as an
allocation of the total profit or loss and total comprehensive income for the year between NCI and the equity
shareholders of the Company. Loans from holders of NCI and other contractual obligations towards these
holders are presented as financial liabilities in the consolidated statement of financial position in accordance
with notes 2(n) and 2(0), depending on the nature of liability.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)

2 MATERIAL ACCOUNTING POLICIES (Continued)

(d)

(e)

)

Subsidiaries and non-controlling interests (Continued)
Changes in the Group’s interests in a subsidiary that do not result in a loss of control are accounted for as
equity transactions.

When the Group loses control of a subsidiary, it derecognises the assets and liabilities of the subsidiary,
and any related NCI and other components of equity. Any resulting gain or loss is recognised in the income
statement. Any interest retained in that former subsidiary is measured at fair value when control is lost.

In the Company’s statement of financial position, an investment in a subsidiary is stated at cost less
impairment losses (see note 2(j).

Associates
An associate is an entity in which the Group or the Company has significant influence, but not control or joint
control, over the financial and operating policies.

An interest in an associate is accounted for using the equity method. They are initially recognised at cost,
which includes transaction costs. Subsequently, the consolidated financial statements include the Group’s
share of the profit or loss and other comprehensive income (“OCI”) of those investees, until the date on which
significant influence ceases.

When the Group’s share of losses exceeds its interest in the associate, the Group’s interest is reduced to
nil and recognition of further losses is discontinued except to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of the investee. For this purpose, the Group’s interest is
the carrying amount of the investment under the equity method, together with any other long-term interests
that in substance form part of the Group’s net investment in the associate, after applying the ECL model to
such other long-term interests where applicable (see note 2(j)(i)).

Unrealised gains arising from transactions with equity-accounted investees are eliminated against the
investment to the extent of the Group’s interest in the investee. Unrealised losses are eliminated in the same
way as unrealized gains, but only to the extent there is no evidence of impairment.

In the Company’s statement of financial position, an investment in an associate is stated at cost less
impairment losses (see note 2(j).

Other investments in debt and equity securities
The Group’s and the Company’s policies for investments in securities, other than investments in subsidiaries
and associates, are set out below:

Investments in securities are recognised/derecognised on the date the Group commits to purchase/sell
the investment. The investments are initially stated at fair value plus directly attributable transaction costs,
except for those investments measured at financial assets measured at FVPL for which transaction costs
are recognised directly in the profit or loss. These investments are subsequently accounted for as follows,
depending on their classification.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)
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MATERIAL ACCOUNTING POLICIES (Continued)

U]

(9)

Other investments in debt and equity securities (Continued)

@

(i)

Non-equity investments
Non-equity investments are classified into one of the following measurement categories:

- amortised cost, if the investment is held for the collection of contractual cash flows which
represent solely payments of principal and interest. Expected credit losses, interest income
calculated using the effective interest method (see note 2(t)(vi)), foreign exchange gains and
losses are recognised in the profit or loss. Any gain or loss on derecognition is recognised in
profit or loss.

- FVOCI - recycling, if the contractual cash flows of the investment comprise solely payments
of principal and interest and the investment is held within a business model whose objective
is achieved by both the collection of contractual cash flows and sale. Expected credit losses,
interest income (calculated using the effective interest method) and foreign exchange gains and
losses are recognised in profit or loss and computed in the same manner as if the financial asset
was measured at amortised cost. The difference between the fair value and the amortised cost
is recognised in OCI. When the investment is derecognised, the amount accumulated in OCl is
recycled from equity to profit or loss.

- FVPL if the investment does not meet the criteria for being measured at amortised cost or
FVOCI (recycling). Changes in the fair value of the investment (including interest) are recognised
in profit or loss.

Currently, the Group does not have financial assets classified as FVPL or FVOCI.

Equity investments

An investment in equity securities is classified as FVPL, unless the investment is not held for trading
purposes and on initial recognition the Group makes an election to designate the investment at FVOCI
(non-recycling) such that subsequent changes in fair value are recognised in OCI. Such elections
are made on an instrument-by-instrument basis, but may only be made if the investment meets the
definition of equity from the issuer’s perspective. If such election is made for a particular investment,
at the time of disposal, the amount accumulated in the fair value reserve (non-recycling) is transferred
to retained earnings and not recycled through profit or loss. Dividends from an investment in equity
securities, irrespective of whether classified as at FVPL or FVOCI, are recognised in profit or loss as
other income (see note 2(t)(v)).

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses (see
note 2(j)).

If significant parts of an item of property, plant and equipment have different useful lives, then they are
accounted for as separate items (major components).
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)

MATERIAL ACCOUNTING POLICIES (Continued)

(9)

(h)

Property, plant and equipment (Continued)
Any gain or loss on disposal of an item of property, plant and equipment is recognised in profit or loss.

Depreciation is calculated to write off the cost or valuation of items of property, plant and equipment less their
estimated residual values, if any, using the straight line method over their estimated useful lives as follows, and

is generally recognised in profit or loss.

The estimated useful lives for the current and comparative periods are as follows:

— Leasehold improvements The shorter of the remaining term of the lease or 5 years
— Furniture and fittings 51to 10 years

— Computers and office equipment 3to 10 years

— Plant and machinery 5to 12 years

— Motor vehicles 51to 10 years

— Leasehold land and buildings Remaining lease term

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

Intangible assets (other than goodwill)

Expenditure on an internal research and development projects is distinguished between the expenditures
during the research phase and expenditures during the development phase. Research activities involve original
and planned investigation undertaken with the prospect of gaining new scientific or technical knowledge
and understanding. Development activities involve a plan or design for the production of new or substantially
improved materials, devices, products or processes before the start of commercial production or use.

Expenditure on research activities is recognised in the income statement as incurred. Development
expenditure is capitalised only if the expenditure can be measured reliably, the product or process is
technically and commercially feasible, future economic benefits are probable and the Group intends to and
has sufficient resources to complete development and to use or sell the resulting asset. Otherwise, it is
recognised in profit or loss as incurred. Capitalised development expenditure is subsequently measured at
cost less accumulated amortisation and any accumulated impairment losses.

Where the Group enters into service concession arrangements under which the Group constructs, uses and
operates certain assets for the provision of public services, construction revenue and costs are recognised
in profit or loss by reference to the stage of completion at the end of reporting period while the fair value of
construction service is capitalised initially as service concession assets in the statement of financial position
and amortised on a straight-line basis over the shorter of the assets’ useful lives and the period in which the
service concession assets are expected to be available for use by the Group. Service concession assets are
carried on the statement of financial position at cost less accumulated amortisation and impairment losses, if
any (note 2(j)).
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MATERIAL ACCOUNTING POLICIES (Continued)

(h)

(i)

Intangible assets (other than goodwill) (Continued)
Other intangible assets, including patents and trademarks, that are acquired by the Group and have finite useful
lives are measured at cost less accumulated amortisation and any accumulated impairment losses (see note

2())-
Expenditure on internally generated goodwill and brands is recognised in profit or loss as incurred.

Amortisation is calculated to write off the cost of intangible assets less their estimated residual values using
the straight-line method over their estimated useful lives. Other than certain trade name which has indefinite
useful life, if any, and is generally recognised in profit or loss.

The estimated useful lives for the current and comparative periods are as follows:
— Patents and technology know-how 5 years
— Service concession assets 20-23 years

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

Leased assets

At inception of a contract, the Group assesses whether the contract is, or contains, a lease. This is the case
if the contract conveys the right to control the use of an identified asset for a period of time 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) As a lessee
Where the contract 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 lease commencement date, the Group recognises a right-of-use asset and a lease liability,
except for leases that have a short lease term of 12 months or less and leases of low-value items such
as laptops and office furniture. When the Group enters into a lease in respect of a low-value item,
the Group decides whether to capitalise the lease on a lease-by-lease basis. If not capitalised, the
associated lease payments are recognised in the income statement 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, 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 interest expense is recognised using the 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 are charged to profit or loss as incurred.
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MATERIAL ACCOUNTING POLICIES (Continued)

@

Leased assets (Continued)

@

(ii)

As a lessee (Continued)

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 adjusted for any lease payments made at or before the
commencement date, plus any initial direct costs incurred and 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, less
any lease incentives received. The right-of-use asset is subsequently stated at cost less accumulated
depreciation and impairment losses (see notes 2(g) and 2())).

Refundable rental deposits are accounted for separately from the right-of-use assets in accordance
with the accounting policy applicable to investments in non-equity securities carried at amortised
cost (see notes 2(f)(i), 2(t)(vi) and 2(j)(i). Any excess of the nominal value over the initial fair value of the
deposits is accounted for as additional lease payments made and is included in the cost of right-of-use
assets.

The lease liability is remeasured when there is a change in future lease payments arising from a
change in an index or rate, if there is a change in the Group’s estimate of the amount expected to be
payable under a residual value guarantee, or if the Group changes its assessment of whether it 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 to the carrying amount of the right-of-use
asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced
to zero.

In the consolidated statement of financial position, the current portion of long-term lease liabilities
is determined as the present value of contractual payments that are due to be settled within twelve
months after the reporting period.

As a lessor

The Group determines at lease inception whether each lease is a finance lease or an operating lease.
A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to
the ownership of an underlying assets to the lessee. Otherwise, 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 relative stand-alone selling price basis. The rental income from
operating leases is recognised in accordance with note 2(t)(iv).

When the Group is an intermediate lessor, the sub-leases are classified as a finance lease or as an
operating lease with reference to the right-of-use asset arising from the head lease. If the head lease is
a short-term lease to which the Group applies the exemption described in note 2(i)(), then the Group
classifies the sub-lease as an operating lease.
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MATERIAL ACCOUNTING POLICIES (Continued)

0

Credit losses and impairment of assets

@

Credit losses from financial instruments and contract assets
The Group recognises a loss allowance for expected credit losses (“ECL”s) on:

- financial assets measured at amortised cost (including cash and cash equivalents, trade and
other receivables, and long-term receivables); and;

- contract assets (see note 2()));

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Generally, credit losses are measured as the
present value of all expected cash shortfalls between the contractual and expected amounts.

The expected cash shortfalls are discounted using the following rates if the effect is material:

- fixed-rate financial assets, trade and other receivables and contract assets: effective interest
rate determined at initial recognition or an approximation thereof; and

- variable-rate financial assets: current effective interest rate.

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

ECLs are measured on either of the following bases:
- 12-month ECLs: these are the portion of ECLs that result from default events that are possible
within the 12 months after the reporting date (or a shorter period if the expected life of the

instrument is less than 12 months); and

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

The Group measures loss allowances at an amount equal to lifetime ECLs, except for the following,
which are measured at 12-months ECLs:

- financial instruments that are determined to have low credit risk at the reporting date; and
- other financial instruments (including loan commitments issued) for which credit risk (i.e. the
risk of default occurring over the expected life of the financial instrument) has not increased

significantly since initial recognition.

Loss allowances for trade receivables and contract assets are always measured at an amount equal to
lifetime ECLs.
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MATERIAL ACCOUNTING POLICIES (Continued)

0

Credit losses and impairment of assets (Continued)

@

Credit losses from financial instruments and contract assets (Continued)

Significant increases in credit risk

When determining whether the credit risk of a financial instrument (including a loan commitment)
has increased significantly since initial recognition and when measuring ECLs, the Group considers
reasonable and supportable information that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information and analysis, based on the Group’s historical
experience and informed credit assessment, that includes forward-looking information.

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, except
for investments in non-equity securities that are measured at FVOCI (recycling), for which the loss
allowance is recognised in OCl and accumulated in the fair value reserve (recycling) does not reduce
the carrying amount of the financial asset in the statement of financial position.

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 being more than 90 days past due;

- the restructuring of a loan or advance by the Group on terms that the Group would not
consider otherwise;

- it is probable that the debtor will enter bankruptcy or other financial reorganisation; 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 or contract asset is written off to the extent that there
is no realistic prospect of recovery. This is generally the case when the Group otherwise determines
that the debtor does not have assets or sources of income that could generate sufficient cash flows to
repay the amounts subject to the write-off.

Subsequent recoveries of an asset that was previously written off are recognised as a reversal of
impairment in profit or loss in the period in which the recovery occurs.
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MATERIAL ACCOUNTING POLICIES (Continued)

(i) Credit losses and impairment of assets (Continued)

(ii)

Impairment of other non-current assets

At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other
than property carried at revalued amounts, inventories and other contract costs, contract assets and
deferred tax assets) to determine whether there is any indication of impairment. If any such indication
exists, then the asset’s recoverable amount is estimated.

For impairment testing, assets are grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of the cash inflows of other assets or
cash-generating units (“CGU”s).

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less
costs of disposal. Value in use is based on the estimated future cash flows, discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset or CGU.

An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its recoverable
amount.

Impairment losses are recognised in profit or loss. An impairment loss is reversed only to the extent
that the resulting carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortization, if no impairment loss had been recognised.

(k) Inventories and other contract costs

@

Inventories
Inventories are measured at the lower of cost and net realisable value.

Cost is calculated using the weighted average cost formula and comprises all cost of purchase 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.
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MATERIAL ACCOUNTING POLICIES (Continued)

(k)

o

(m)

Inventories and other contract costs (Continued)

(ii) Other contract costs
Other contract costs are either the incremental costs of obtaining a contract with a customer or
the costs to fulfil a contract with a customer which are not capitalised as inventory (see note 2(k)(i)),
property, plant and equipment (see note 2(g)) or intangible assets (see note 2(h)).

Incremental costs of obtaining a contract e.g. sales commission, are capitalised if the costs relate
to revenue which will be recognised in a future reporting period and the costs are expected to be
recovered. Other costs of obtaining a contract are expensed when incurred.

Costs to fulfil a contract are capitalised if the costs relate directly to an existing contract or to a
specifically identifiable anticipated contract; generate or enhance resources that will be used to provide
goods or services in the future; and are expected to be recovered. Otherwise, costs of fulfilling a
contract, which are not capitalised as inventory, property, plant and equipment or intangible assets,
are expensed as incurred.

Capitalised contract costs are stated at cost less accumulated amortisation and impairment losses.
Amortisation of capitalised contract costs is recognised in the income statement when the revenue to
which the asset relates is recognised (see note 2(t)).

Contract assets and contract liabilities

A contract asset is recognised when the Group recognises revenue (see note 2(t)) before being unconditionally
entitled to the consideration under the terms in the contract. Contract assets are assessed for ECLs (see note
2()(i)) and are reclassified to receivables when the right to the consideration becomes unconditional (see note
2(m)).

A contract liability is recognised when the customer pays consideration before the Group recognises the
related revenue (see note 2(t)). A contract liability is also recognised if the Group has an unconditional right to
receive consideration before the Group recognises the related revenue. In such latter cases, a corresponding
receivable is also recognised (see note 2(m)).

When the contract includes a significant financing component, the contract balance includes interest accrued
under the effective interest method (see note 2(t)).

Trade and other receivables
A receivable is recognised when the Group has an unconditional right to receive consideration and only the
passage of time is required before payment of that consideration is due.

Trade receivables that do not contain a significant financing component are initially measured at their
transaction price. Trade receivables that contain a significant financing component and other receivables are
initially measured at fair value plus transaction costs. All receivables are subsequently stated at amortised cost
(see note 2(j)(i).
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MATERIAL ACCOUNTING POLICIES (Continued)

(n)

(o)

(p)

(q)

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less transaction costs. Subsequently, these
borrowings are stated at amortised cost using the effective interest method. Interest expense is recognised in
accordance with note 2(v).

Trade and other payables

Trade and other payables are initially recognised at fair value. Subsequent to initial recognition, Trade and
other payables are stated at amortised costs unless the effect of discounting would be immaterial, in which
case they are stated at invoice amounts.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and other
financial institutions, and other short-term, highly liquid investments that are readily convertible into known
amounts of cash and which are subject to an insignificant risk of changes in value, having been within three
months of maturity at acquisition. Bank overdrafts that are repayable on demand and form an integral part
of the Group’s cash management are also included as a component of cash and cash equivalents for the
purpose of the consolidated cash flow statement. Cash and cash equivalents are assessed for ECL (see note

20)(0)-

Employee benefits

(i) Short-term employee benefits and contributions to defined contribution retirement plans
Short-term employee benefits are expensed as the related service is provided. A liability is recognised
for the amount expected to be paid if the Group has a present legal or constructive obligation to pay
this amount as a result of past service provided by the employee and the obligation can be estimated
reliably.

Obligations for contributions to defined contribution retirement plans are expensed as the related
service is provided.

(i) Termination benefits

Termination benefits are expensed at the earlier of when the Group can no longer withdraw the offer of
those benefits and when the Group recognises costs for a restructuring.
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2 MATERIAL ACCOUNTING POLICIES (Continued)

(1)

Income tax
Income tax expense comprises current tax and deferred tax. It is recognised in the income statement except
to the extent that it relates to a business combination, or items recognised directly in equity or in OCI.

Current tax comprises the estimated tax payable or receivable on the taxable income or loss for the year
and any adjustments to the tax payable or receivable in respect of previous years. The amount of current tax
payable or receivable is the best estimate of the tax amount expected to be paid or received that reflects any
uncertainty related to income taxes. It is measured using tax rates enacted or substantially enacted at the
reporting date. Current tax also includes any tax arising from dividends.

Current tax assets and liabilities are offset only if certain criteria are met.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not
recognised for:

- temporary differences on the initial recognition of assets or liabilities in a transaction that is not a
business combination and that affects neither accounting nor taxable profit or loss and does not give
rise to equal taxable and deductible temporary differences;

- temporary differences related to investment in subsidiaries and associates to the extent that the Group
is able to control the timing of reversal of the temporary differences and it is probable that they will not
reverse in the foreseeable future; and

- those related to the income taxes arising from tax laws enacted or substantively enacted to implement
the Pillar Two model rules published by the Organisation for Economic Co-operation and Development.

The Group recognised deferred tax assets and deferred tax liabilities separately in relation to its lease liabilities
and right-of-use assets.

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against which they can be
used. Future taxable profits are determined based on the reversal of relevant taxable temporary differences. If
the amount of taxable temporary differences is insufficient to recognise a deferred tax asset in full, then future
taxable profits, adjusted for reversals of existing temporary differences, are considered, based on the business
plans for individual subsidiaries in the Group. Deferred tax assets are reviewed at each reporting date and are
reduced to the extent that it is no longer probable that the related tax benefit will be realised; such reductions
are reversed when the probability of future taxable profits improves.

Deferred tax assets and liabilities are offset only if certain criteria are met.
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MATERIAL ACCOUNTING POLICIES (Continued)

(s)

(t)

Provisions, contingent liabilities
Generally provisions are determined by discounting the expected future cash flows at a pre-tax rate that
reflects current market assessment of the time value of money and the risks specific to the liability.

A provision for onerous contracts is measured at the present value of the lower of the expected cost of
terminating the contract and the expected net cost of continuing with the contract, which is determined based
on the incremental costs of fulfilling the obligation under that contract and an allocation of other costs directly
related to fulfiling that contract. Before a provision is established, the Group recognises any impairment loss
on the assets associated with that contract (see note 2(j)(ii).

Where 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, whose existence 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.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another
party, a separate asset is recognised for any expected reimbursement that would be virtually certain. The
amount recognised for the reimbursement is limited to the carrying amount of the provision.

Revenue and other income
Income is classified by the Group as revenue when it arises from the sale of goods or the provision of services.

Revenue is recognised when control over a product or service is transferred to the customer, at the amount of
promised consideration to which the Group is expected to be entitled, excluding those amounts collected on
behalf of third parties such as value added tax or other sales taxes.

Further details of the Group’s revenue and other income recognition policies are as follows:

(i) Sale of goods
Revenue from the sale of goods is measured at the fair value of the consideration received or
receivable, net of returns and allowances, trade discounts and volume rebates and excluding value
added tax or other sales taxes. Revenue is recognised when the customer takes possession of
and accepts the products which is taken to be the point in time when the final testing of goods is
completed at the customers’ premises and there is no continuing management involvement with the
goods.
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MATERIAL ACCOUNTING POLICIES (Continued)

()

Revenue and other income (Continued)

(ii)

(iii)

(iv)

v)

Service fee income

Service fee income is recognised when services are rendered to customers. For consulting service,
the service fee income is recognised on a straight-line basis over the service period. For after-sales
services, service fee income is deferred over the warranty period or when services are rendered to
customers if the after-sales services are not covered by the warranty period.

Construction projects
The Group’s construction activities under construction contracts with customers create or enhance an
asset controlled by the customers.

When the outcome of a construction project can be reasonably measured, revenue from the contract
is recognised over time during the construction process using the cost-to-cost method. Under the
cost-to-cost method, revenue is recognised based on the proportion of the actual costs incurred
relative to the estimated total costs to provide a faithful depiction of the transfer of those services, with
reference to written documentation from customers indicating their acceptance of the work performed
to reporting date on projects.

The likelihood of the Group earning contractual bonuses for early completion or suffering contractual
penalties for late completion are taken into account in making these estimates, such that revenue
is only recognised to the extent that it is highly probable that a significant reversal in the amount of
cumulative revenue recognised will not occur. The Group applies the most likely amount approach
to estimate such variable consideration by considering the single most likely amount in a limited
range of possible consideration amount, taking into account the Group’s current progress and future
performance expectations compared to the agreed completion timeline.

When the outcome of the project cannot be reasonably measured, revenue is recognised only to the
extent of contract costs incurred that are expected to be recovered.

If at any time the costs to complete the project are estimated to exceed the remaining amount of the
consideration under the project, then a provision is recognised in accordance with the policy set out in
note 2(s).

Rental income from operating leases
Rental income from operating leases is recognised in profit or loss on a straight-line basis over the
term of the lease.

Dividends
Dividend income is recognised in profit or loss on the date on which the Group’s right to receive
payment is established.
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MATERIAL ACCOUNTING POLICIES (Continued)

()

(u)

Revenue and other income (Continued)

(vi) Interest income
Interest income from bank deposits is recognised using the effective interest method. In calculating
interest income, the effective interest rate is applied to the gross carrying amount of the asset (when
the asset is not credit-impaired). However, for financial assets that have become credit-impaired,
subsequent to initial recognition, interest income is calculated by applying the effective interest rate to
the amortised cost of the financial asset. If the asset is no longer credit-impaired, then the calculation
of interest income reverts to the gross basis.

(viij  Government grants
Government grants are recognised in the statement of financial position initially when there is
reasonable assurance that they will be received and that the Group will comply with the conditions
attaching to them.

Grants that compensate the Group for expenses incurred are recognised as income in profit or loss on
a systematic basis in the same periods in which the expenses are incurred.

Grants that compensate the Group for the cost of an asset are recognised as income in profit or loss
on a systematic basis over the useful life of the asset.

Translation of foreign currency transactions
Transactions in foreign currencies are translated into the respective functional currencies of group companies
at the exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies are translated into the functional currency
at the exchange rate at the reporting date. Non-monetary assets and liabilities that are measured at fair value
in a foreign currency are translated into the functional currency at the exchange rate when the fair value
was determined. Non-monetary assets and liabilities that are measured based on historical cost in a foreign
currency are translated at the exchange rate at the date of the transaction. Foreign currency differences are
generally recognised in profit or loss.

The assets and liabilities of foreign operations are translated into Hong Kong dollars at the exchange rates at
the reporting date. The income and expenses of foreign operations are translated into Hong Kong dollars at
the exchange rates at the dates of the transactions.

Foreign currency differences are recognised in OCI and accumulated in the exchange reserve, except to the
extent that the translation difference is allocated to NCI.

When a foreign operation is disposed of in its entirety or partially such that control, significant influence or joint
control is lost, the cumulative amount in the exchange reserve related to that foreign operation is reclassified
to profit or loss as part of the gain or loss on disposal. On disposal of a subsidiary that includes a foreign
operation, the cumulative amount of the exchange differences relating to that foreign operation that have been
attributed to the NCI shall be derecognised, but shall not be reclassified to profit or loss. If the group disposes
of part of its interest in a subsidiary but retains control, then the relevant proportion of the cumulative amount
is reattributed to NCI. When the group disposes of only part of an associate or joint venture while retaining
significant influence or joint control, the relevant proportion of the cumulative amount is reclassified to profit or
loss.
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2 MATERIAL ACCOUNTING POLICIES (Continued)

v)

(w)

Borrowing costs

Borrowing costs that 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 intended 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.

Related parties
(i) A person, or a close member of that person’s family, is related to the Group if that person:

(@)
(b)
(©

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel of the Group or of a parent of the Group.

(ii) An entity is related to the Group if any of the following conditions applies:

(@)

)

)

the entity and the Group are members of the same group (which means that each parent,
subsidiary and fellow subsidiary is related to the others).

one entity is an associate or joint venture of the other entity (or an associate or joint venture of a
member of a group of which the other entity is a member).

both entities are joint ventures of the same third party.

one entity is a joint venture of a third entity and the other entity is an associate of the third
entity.

the entity is a post-employment plan for the benefit of employees of either the Group or an
entity related to the Group.

the entity is controlled or jointly-controlled by a person identified in (i).

a person identified in (i)(@) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity).

the entity, or any member of a group of which it is a part, provides key management personnel
services to the Group or to the Group’s parent.

Close members of the family of a person are those family members who may be expected to influence,
or be influenced by, that individual in their dealings with the entity.
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MATERIAL ACCOUNTING POLICIES (Continued)

(x) Segment reporting
Operating segments, and the amounts of each segment item reported in the financial statements, are
identified from the financial information provided regularly to the Group’s most senior executive management
for the purposes of allocating resources to, and assessing the performance of, the Group’s various lines of
business and geographical locations.

Individually material operating segments are not aggregated for financial reporting purposes unless the
segments have similar economic characteristics and are similar in respect of the nature of products and
services, the nature of production processes, the type or class of customers, the methods used to distribute
the products or provide the services, and the nature of the regulatory environment. Operating segments which
are not individually material may be aggregated if they share a majority of these criteria.

REVENUE

The Group are principally engaged in integrated and comprehensive urban smart energy saving services. Its business
covers three major segments including smart transportation, smart building and complex and smart energy, providing
the customers with smart energy management products, solutions and integrated services throughout their full life
cycles.

(a) Disaggregation of revenue
Disaggregation of revenue from contracts with customers by service lines is as follows:

2023 2022

RMB’000 RMB’000

Revenue from smart transportation business 467,056 349,528
Revenue from smart building and complex business 822,510 892,492
Revenue from smart energy business 548,444 496,858
1,838,010 1,738,878

Disaggregation of revenue from contracts with customers by the timing of revenue recognition and by
geographic markets is disclosed in notes 4(a) and 4(c) respectively.

(b) Revenue expected to be recognised in the future arising from contracts with customers in
existence at the reporting date
As at 31 December 2023, the aggregated nominal contract amount allocated to the remaining
performance obligations under the Group’s existing contracts is approximately RMB3,561,744,000 (2022:
RMB2,724,461,000). This amount represents revenue expected to be recognised in the future from
construction projects entered into by the customers with the Group. The Group will recognise the expected
revenue in future when or as the work is completed.

The above amount also does not include any amounts of additional consideration that the Group may earn in
the future by meeting the conditions set out in the Group’s construction projects with the customers, unless
at the reporting date it is highly probable that the Group will satisfy the conditions for earning the additional
consideration.
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4 SEGMENT REPORTING

The Group manages its businesses by divisions. In a manner consistent with the way in which information is reported
internally to the Group’s most senior executive management for the purposes of resource allocation and performance
assessment, the Group has presented the following three reportable segments. No operating segments have been
aggregated to form the following reportable segments:

Smart transportation business (“STB”): It comprises a series of proprietary software and hardware products and
systems for rail transit such as Integrated Supervision and Control System (“ISCS”), Building Automation System
(“BAS”) for rail transit and safety door system, providing integrated solutions with full life cycles ranging from planning,
procurement, installation and commissioning to aftersales service.

Smart building and complex business (“SBB”): It provides integrated intelligence solutions and efficiency management
services, namely integrated energy consumption monitoring, energy-saving consultation and reformation services
and integration and product supply of intelligence system for buildings, aimed at different building and complex and
rendering full life-cycle services of which reduces energy consumption and operating costs of buildings.

Smart energy business (“SEB”): It comprises a series of leading technologies such as regional energy planning,
integrated utilisation of industrial waste heat recovery technology, heat pump technology, independent temperature
and humidity control technology and variable air rate technology applied in the energy cascade utilisation as well
as optimisation and transformation of energy system. The Group possess self-owned core leading technologies (in
the field of urban heating network) such as heating network & heating source monitoring and optimal regulation,
distributed variable frequency heating technology, cooling and heating network balancing technology, combined
multi-heat sources heating technology.

(a) Information about reportable segments
For the purposes of assessing segment performance and allocating resources between segments, the
Group’s senior executive management monitors the results attributable to each reportable segment on the
following bases:

Revenue and expenses are allocated to the reportable segments with reference to sales generated by those
segments and the expenses incurred by those segments or which otherwise arise from the depreciation or
amortisation of assets attributable to those segments. However, other than reporting inter-segment sales of
products, assistance provided by one segment to another, including sharing of assets and technical know-
how, is not measured.

The measure used for reporting segment results is profit or loss before income tax adjusted for items not
specifically attributed to individual segments, such as finance cost, depreciation and amortisation, and certain
allocated head office and corporate expenses/(gains). Segment profit or loss is used to measure performance
as management believes that such information is the most relevant in evaluating the results of certain
segments relative to other entities that operate within these industries.
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4 SEGMENT REPORTING (Continued)

(a) Information about reportable segments (Continued)
In addition to receiving segment information concerning segment results, management is provided with
segment information concerning revenue (including inter-segment sales), interest income and impairment
losses. Inter-segment pricing is determined on a consistent basis using market benchmarks.

Segment assets and liabilities are not regularly reported to the Group’s senior executive management and
therefore information of reportable segment assets and liabilities are not presented in the consolidated

financial statements.

Disaggregation of revenue from contracts with customers by timing of revenue recognition, as well as
information regarding the Group’s reportable segments as provided to the Group’s most senior executive
management for the purposes of resource allocation and assessment of segment performance for the years
ended 31 December 2023 and 2022 is set out below:

STB SBB SEB Total
2023 2022 2023 2022 2023 2022 2023 2022
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
Disaggregated by timing of
revenue recognition
Point in time 13,863 12,331 133954 146,799 99,892 80,799 247,709 239,929
Over time 453193 337,197 ~ 688,556 745093 448552 416,059 1,590,301 1,498,949
Revenue from external customers 467,056 349,528 822510 892492 548,444 496,858 1,838,010 1,738,878
Inter-segment revenue - - - - - - - -
Reportable segment revenue 467,056 349,528 822,510 892,492 548444 496,858 1,838,010 1,738,878
Reportable segment profit 7,382 25,930 (5,760) 72,227 33,506 98,838 35128 196,995
Interest income 2,037 2,891 1,684 2,865 20,366 21,876 24,587 27,632
Impairment loss on trade and
other receivables and contract assets (17,076)  (13,692)  (26,587)  (34,616)  (13,987)  (13,859)  (57,650)  (62,167)
Impairment loss on property,
plant and equipment - - - - (24,528) - (24,528) -
Impairment reversals/(loss) on prepayments 899 (274) 1,583 (700) (2,384) (815) 98 (1,789)

(b)

Reconciliations of reportable segment profit or loss

2023 2022
RMB’000 RMB’000

Profit
Reportable segment profit 35,128 196,995
Depreciation and amortisation (113,817) (113,681)
Finance costs (8,454) (6,687)
Unallocated head office and corporate expenses (12,533) (11,211)
Consolidated (loss)/profit before taxation (99,676) 65,416
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4 SEGMENT REPORTING (Continued)

(c) Geographic information
For the year ended 31 December 2023, as the Group does not have material operations outside the People’s
Republic of China (“PRC”), no geographic segment information is presented.

5 OTHER REVENUE AND OTHER NET GAIN

(a) Other revenue

2023 2022

RMB’000 RMB’000

Government grants 2,931 5,347
Interest income 24,587 27,632
Others 196 218
27,714 33,197

(b) Other net gain

2023 2022

RMB’000 RMB’000

Net foreign exchange gain 702 2,652
Net loss on disposal of property, plant and equipment - 2)
Others 128 9,243
830 11,893

6 (LOSS)/PROFIT BEFORE TAXATION

(Loss)/profit before taxation is arrived at after charging:

(a) Finance costs

2023 2022

RMB’000 RMB’000

Interest on loans and borrowings 8,315 6,630
Interest on lease liabilities (Note 18(b)) 139 57
8,454 6,687
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6 (LOSS)/PROFIT BEFORE TAXATION (Continued)

(b) Staff costs

2023 2022

-h"—l RMB’000 RMB’000
B

Salaries and other benefits 181,482 189,591

Contributions to defined contribution retirement schemes 25,140 25,847

206,622 215,438

Staff costs include directors’ and senior management’s remuneration (notes 8 and 27(d)).

Pursuant to the relevant labour rules and regulations in the PRC, the Group’s PRC subsidiaries participate
in a defined contribution retirement scheme (the “Scheme”) organised by the local authorities whereby the
subsidiaries are required to make contributions to the Scheme at 16% of the eligible employees’ salaries from
1 May 2019. Contributions to the Scheme vest immediately.

For the Group’s subsidiaries in countries other than the PRC, the Group pays contributions to publicly or
privately administered pension insurance plans on a mandatory, contractual or voluntary basis. The Group has
no further payment obligations once the contributions have been paid. The contributions are recognised as
employee benefit expenses when they are due. Prepaid contributions are recognised as an asset to the extent
that a cash refund or a reduction in the future payments is available.

Save for the above, the Group has no other material obligation for payment of retirement benefits beyond the
contributions described above.

(c) Other items

2023 2022

RMB’000 RMB’000

Cost of inventories (Note 15(b)) 1,488,376 1,262,497

Research and development expenses 18,394 15,210

Amortisation of intangible assets (Note 12) 82,597 72,722
Depreciation (Note 11)

—owned property, plant and equipment 28,993 38,937

- right-of-use assets 2,227 2,022

Impairment losses/(reversals)

— property, plant and equipment 24,528 -

— prepayment (98) 1,789
Auditors’ remuneration

— audit services 3,700 3,230

— non-audit services 126 126
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7 INCOME TAX

(a)

(b)

Income tax in the consolidated income statement represents:

2023 2022

RMB’000 RMB’000

Current tax

Provision for the year 11,899 18,030
Under/(over)-provision in respect of prior years 127 (1,442)
12,026 16,588

Deferred tax
Origination and reversal of temporary differences (Note 22(a)) (11,755) (6,890)
271 9,698

Reconciliation between income tax expense and (loss)/profit before taxation at applicable tax
rates:

2023 2022
RMB’000 RMB’000
(Loss)/profit before taxation (99,676) 65,416
Expected tax calculated at the respective tax rates (i)/(ii) (23,931) 17,242
Tax effect on non-deductible expenses 13,500 1,606
Effect of tax concession (iii) (1,309) (12,595)
Tax effect of unused tax losses and temporary differences 11,884 4,887
Under/(over)-provision in respect of prior years 127 (1,442)
Actual income tax expense 271 9,698
Notes:
(i) The Company is subject to Singapore corporate income tax at 17% for the years ended 31 December 2023 and 2022.
No provision for Singapore income tax was made because the Company sustained tax losses for the years ended 31
December 2023 and 2022.

(ii) The subsidiaries of the Group established in the PRC are subject to PRC corporate income tax (“CIT”) rate of 25% for the
years ended 31 December 2023 and 2022.

The subsidiary of the Group established in the Cayman Islands is not subject to any income tax pursuant to the rules and
regulations of the Cayman Islands.

The subsidiary of the Group established in Hong Kong is subject to Hong Kong profits tax rate of 16.5% for the years
ended 31 December 2023 and 2022.

(iii) Tongfang Technovator Int (Beijing) Co., Ltd. (“Technovator Beijing”) is recognised as a high and new technology enterprise

and is eligible to enjoy a preferential tax rate of 15% until December 2026.

Tongfang Energy Saving Engineering Technology Co., Ltd. (“Tongfang Energy Saving”) is recognised as a high and new
technology enterprise and is eligible to enjoy a preferential tax rate of 15% until December 2025.

Tongfang Technovator Software (Beijing) Co., Ltd. (“Tongfang Software”) is recognised as a high and new technology
enterprise and is eligible to enjoy a preferential tax rate of 15% until December 2024.
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DIRECTORS’ REMUNERATION

Directors’ remuneration disclosed pursuant to section 383(1) of the new Hong Kong Companies Ordinance and Part
2 of the Companies (Disclosure of Information about Benefits of Directors) Regulation are as follows:

Year ended 31 December 2022

REEI(E
allowances Retirement
Directors’  and benefits ~ Discretionary scheme
fees in-kind bonuses  contributions Sub-total Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Executive directors
Zhao Xiaobo - 601 613 - 1214 1214
Qin Xuzhong - - - - - -
Non-executive directors
Zeng Xuejie - - - - - -
Liang Wuguan - - - - - -
Zhang Jian - - - - - -
Independent non-executive directors
Fan Ren Da Anthony 322 - - - 322 322
Chia Yew Boon 322 - - - 322 322
Chen Hua 250 - - - 250 250
894 601 613 - 2,108 2,108

Year ended 31 December 2023

Salaries,
allowances Retirement
Directors’ and benefits Discretionary scheme
fees in-Kind bonuses contributions Sub-total Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Executive directors
Zhao Xiaoho - 602 613 - 1,215 1,215
Qin Xuzhong - - - - - -
Non-executive directors
Zeng Xuejie = = = = = =
Liang Wuguan = = = = = =
Zhang Jian - = = = = =
Independent non-executive directors
Fan Ren Da Anthony 326 - - - 326 326
Chia Yew Boon 326 - - - 326 326
Chen Hua (resigned on 29 May 2023) 106 - - - 106 106
Lu Yao (appointed on 29 May 2023) 151 - - - 151 151
909 602 613 - 2,124 2,124
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)

INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments, one (2022: one) is a director whose emoluments are disclosed in
note 8. The aggregate of the emoluments in respect of the other individuals are as follows:

2023 2022

RMB’000 RMB’000

Salaries and other benefits 2,404 2,511
Discretionary bonuses 1,640 2,374
4,044 4,885

The emoluments of the four (2022: four) individuals with the highest emoluments are within the following bands:

2023 2022

Number of Number of
Individuals Individuals

1 -

HK$500,001 — HK$1,000,000
HK$1,000,001 — HK$1,500,000 2 3
HK$1,500,001 — HK$2,000,000

—h
—

(LOSS)/EARNINGS PER SHARE

The calculation of the basic and diluted (loss)/earnings per share is based on the following data:

(a) Basic (loss)/earnings per share
The calculation of basic (loss)/earnings per share is based on the loss attributable to ordinary equity
shareholders of the Company of RMB100,964,000 (2022: profit of RMB55,127,000) and the weighted
average number of ordinary shares of 782,192,189 (2022: 782,192,189) in issue during the year, calculated as

follows:

Weighted average number of ordinary shares:

2023 2022

Number Number of
of shares shares

Issued ordinary shares at 1 January 782,192,189 782,192,189
Effect of purchase of own shares - -

Weighted average number of ordinary shares at 31 December 782,192,189 782,192,189

(b) Diluted (loss)/earnings per share
There were no dilutive potential shares outstanding during the years ended 31 December 2023 and 2022.
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For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)

Reconciliation of carrying amount

Notes to the Consolidated Financial Statements

PROPERTY, PLANT AND EQUIPMENT

Computers Leasehold ~ Construction
Leasehold and office Plant and landand inprogress
improvements equipment  machinery buildings (CIP") Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Cost:
At 1 January 2022 19,307 9,609 365,928 8,039 3,174 450,331
Additions 13712 319 8,623 1239 2323 34,973
Transfer in/{out) - - 42,638 - (42,638 -
Disposals - (32) - (629 - (661)
Exchange adjustments 109 46 - 67 - 289
At 31 December 2022 and 1 January 2023 20,788 9,942 47189 8,716 18,768 484932
Additions 17 il kY 2,99 5121 8,680
Transfer in/fou) - - 14747 - (14,747) -
Disposals (1,309 6] (70,909 (392 - (76471)
Exchange adjustments i 9 - U - 58
At 31 December 2023 19513 10,254 361,066 7816 9,148 4719
Accumulated depreciation and impairment:
At 1 January 2022 9,079 6,621 29613 3313 - 315,041
Charge for the year 4% 1,160 36,714 2,022 - 40,959
Written back on disposals - 30 - 629) - (659)
Exchange adjustments 108 3 - 4 - 21
At 31 December 2022 9,677 7,790 326,37 4740 - 305,568
At 1 January 2023 9,677 7,790 326,37 4740 - 355,568
Charge for the year 533 739 21,331 2,201 - 31,220
Impairment loss - - 15,026 - 9,002 24,528
Written back on isposals (1303 4] (70,362) (3922 - (75,896)
Exchange adjustments 1 8 - 3 - 3
At 31 December 2023 8918 8,529 298,828 3,048 9,002 335,453
Net book value:
At 31 December 2022 111 2,152 90,862 3976 18768 129,364
At 31 December 2023 10,59 172 62,238 4768 146 81,746

For the year ended 31 December 2023, impairment loss amounting to RMB24,528,000 (2022: Nil) was
recognised in SEB segment relate to certain Energy Management Contract projects. The primary factors
resulting in the impairment losses were due to the termination of the project, and evidence that indicate
the carrying amounts was lower than their recoverable amounts. The impairment loss has been included in
“Administrative and other operating expenses” in the consolidated income statement.

Technovator International Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)

PROPERTY, PLANT AND EQUIPMENT (Continued)

(b)

Right-of-use assets
The analysis of the net book value of right-of-use assets by class of underlying asset is as follows:

31 December 31 December

2023 2022
RMB’000 RMB’000

Leasehold land and buildings, carried at depreciated cost 4,768 3,976

The analysis of expense items in relation to leases recognised in the income statement is as follows:

2023 2022

RMB’000 RMB’000

Depreciation charge of right-of-use assets by class of underlying asset:

— Leasehold land and buildings 2,227 2,022
Interest on lease liabilities (Note 6(a)) 139 57
Expense relating to short-term leases 7,882 10,995

During the year, additions to right-of-use assets were RMB2,998,000, which is comprised of leasehold
buildings.

Details of total cash outflow for leases and the maturity analysis of lease liabilities are set out in notes 18(c)
and 21, respectively.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)

INTANGIBLE ASSETS
Patents and Service
technology concession
Trade name know-how assets Total
RMB’000 RMB’000 RMB’000 RMB’000

Cost:
At 1 January 2022 4 526,041 194,663 720,708
Additions - 89,259 8,843 98,102
Disposals - (6,394) - (6,394)
At 31 December 2022 4 608,906 203,506 812,416
At 1 January 2023 4 608,906 203,506 812,416
Additions - 98,125 10,503 108,628
Disposals - (17,875) - (17,875)
At 31 December 2023 4 689,156 214,009 903,169
Accumulated amortisation:
At 1 January 2022 - 164,030 23,451 187,481
Charge for the year - 66,748 5,974 72,722
Written back on disposals - (6,394) - (6,394)
At 31 December 2022 - 224,384 29,425 253,809
At 1 January 2023 - 224,384 29,425 253,809
Charge for the year - 76,362 6,235 82,697
Written back on disposals - (17,875) - (17,875)
At 31 December 2023 - 282,871 35,660 318,531
Net book value:
At 31 December 2022 4 384,522 174,081 558,607
At 31 December 2023 4 406,285 178,349 584,638

The amortisation charge for the year is included in “Cost of sales” and “Administrative and other operating expenses”

in the consolidated income statement.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)

INTANGIBLE ASSETS (Continued)

The Group has entered into a service concession arrangement with certain government authorities in the PRC on
a Build-operate-transfer (“BOT”) basis in respect of its heating or power supplying service. Pursuant to the service
concession arrangement contracts, the Group (i) is responsible for the construction of the underlying assets, and the
acquisition of the related facilities and equipment; (i) has the contractual obligations to maintain the infrastructure at a
specified level of serviceability and also maintain the infrastructure to an acceptable level of working conditions before
handing over the infrastructure to the grantors; and (jii) is entitled to operate the underlying assets upon completion
for a specified concession period for 20 to 30 years by charging user or grantors of the public service. The Group will
not hold any residual interest in the underlying assets upon expiration of the concession period. As such, the service
concession arrangement contracts are accounted for as service concession arrangements and an intangible asset
was recognised at an amount equal to the fair value of the consideration for provision of construction service upon
initial recognition.

FINANCIAL ASSETS MEASURED AT AMORTISED COST

2023 2022

RMB’000 RMB’000

Long-term receivables 580,635 614,566
Less: current portion of long-term receivables (236,839) (204,178)
343,796 410,388

At 31 December 2023, long-term receivables included receivables of Karamay construction project of
RMB54,222,280 (2022: RMB54,222,280). Karamay construction project (“Karamay project”) is a construction project
entered into among Karamay Construction Management Co., Ltd. (“Karamay Construction”), THTF and Technovator
Beijing in 2013. Pursuant to Karamay contract, Karamay Construction engaged THTF as the contractor to carry out
the construction project with the finance and major equipment supply provided by Technovator Beijing. The estimated
total financing provided by Technovator Beijing is approximately RMB180 million. Karamay Construction should repay
Technovator Beijing by five annual instalments, with an investment return charged at 140% of the then prevailing
lending interest rate in respect of loans for the same term as quoted by the People’s Bank of China. Karamay
Construction didn’t grant any security to Technovator Beijing.

The remaining balance of long-term receivables mainly represent trade receivables of certain construction projects
which are repayable by instalments over a 2 to 14 years period.
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14

15

124

INVESTMENTS IN SUBSIDIARIES

The following list contains the particulars of the Company’s principal subsidiaries at 31 December 2023.

Particulars of

issued and

Place and fully paid

date of  Principal up share/

incorporation/ country of registered

Name of company establishment operation capital

Technovator Beijing Beijing, PRC PRC USD83,000,000
7 August 2006

Tongfang Energy Saving Beijing, PRC PRC  RMB231,812,167

21 June 2002

Tongfang Software Beijing, PRC PRC RMB10,000,000
22 November 2013

Proportion of ownership interest

Group’s  Held by

effective the Heldbya
interest Company subsidiary Principal activity
100% 100% - Design, manufacturing
and marketing of building
automation solutions
100% - 100% Energy management services,
marketing of heating power
equipment
100% - 100% Software development,
technology development,
marketing, service and
consulting

All the above subsidiaries were established as limited liability companies in the PRC.

INVENTORIES

(a) Inventories in the statement of financial position comprise:

31 December 31 December

2023 2022

RMB’000 RMB’000

Raw materials 401,357 386,526
Work in progress 10,920 17,225
Finished goods 870,404 787,438
1,282,681 1,191,189

(b) The analysis of the amount of inventories recognised as an expense and included in the consolidated income

statement is as follows:

2023 2022

Carrying amount of inventories sold

RMB’000 RMB’000

1,488,376 1,262,497
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For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)

16 CONTRACT ASSETS AND CONTRACT LIABILITIES

(a) Contract assets

31 December

2023
RMB’000

Contract assets

31 December
2022
RMB’000

Arising from performance under construction projects 976,224 842,869
Receivables from contracts with customers within

the scope of HKFRS 15, which are included in

“Trade and other receivables” (Note 17) 1,669,643 1,560,008

Typical payment terms which impact on the amount of contract assets recognised are as follows:

- Construction projects

The Group’s construction projects include payment schedules which require stage payments over the
construction period once milestones are reached. These payment schedules prevent the build-up of

significant contract assets.

(b) Contract liabilities

31 December
2023
RMB’000

Contract liabilities

Construction projects
Billings in advance of performance 73,582

31 December

2022
RMB’000

107,880
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16 CONTRACT ASSETS AND CONTRACT LIABILITIES (Continued)

126

(b)

Contract liabilities (Continued)
Typical payment terms which impact on the amount of contract liabilities recognised are as follows:

- Construction projects
When the Group receives a deposit before the production activity commences this will give rise to
contract liabilities at the start of a contract, until the revenue recognised on the project exceeds the
amount of the deposit. The amount of deposit, if any, was negotiated on a case by case basis with

customers.

Movements in contract liabilities

2023 2022
RMB’000 RMB’000
Balance at 1 January 107,880 117,700
Decrease in contract liabilities as a result of recognising revenue
during the year that was included in the contract liabilities
at the beginning of the period (66,365) (42,187)
Increase in contract liabilities as a result of billing in advance of
construction activities 32,067 32,367
Balance at 31 December 73,582 107,880

The amount of contract liabilities expected to be recognised as income after more than one year is
RMB31,299,000 (2022: RMB43,793,000).

Technovator International Limited Annual Report 2023



Notes to the Consolidated Financial Statements

For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)

17 TRADE AND OTHER RECEIVABLES

2023 2022
RMB’000 RMB’000
Trade debtors due from related parties 273,971 368,896
Other trade debtors 1,547,848 1,340,669
Bills receivable 30,061 4,303
Less: Allowance for doubtful debts (182,237) (158,860)
1,669,643 1,560,008

Other receivables
—amounts due from related parties 1,697 3,737
—amounts due from third parties 89,656 81,516
Less: Allowance for doubtful debts (12,826) (8,726)
1,748,170 1,636,535

All of the trade and other receivables are expected to be recovered or recognised as expense within one year.
Ageing analysis

Included in trade and other receivables are trade debtors and bills receivable (net of allowance for doubtful debts)
with the following ageing analysis as of the end of the reporting period:

2023 2022

RMB’000 RMB’000

Current 1,618,425 1,511,748
Less than 1 month past due 5,368 5,842
More than 1 month but less than 3 months past due 6,131 6,538
More than 3 months but less than 12 months past due 25,729 26,811
More than 12 months past due 13,990 9,069
51,218 48,260

1,669,643 1,560,008

Trade debtors and bills receivable are due within 1-180 days from the date of billing. Further details of the Group’s
credit policy are set out in note 25(a).
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18 CASH AND CASH EQUIVALENTS

128

(a)

(b)

Cash and cash equivalents comprise:

2023 2022

RMB’000 RMB’000

Deposit with banks and other financial institutions 8,535 7,228

Cash at bank and in hand 354,783 346,812
Cash and cash equivalents in the

consolidated statement of financial position 363,318 354,040

Restricted deposit (8,535) (7,228)

Cash and cash equivalents in the consolidated cash flow statement 354,783 346,812

Reconciliation of liabilities arising from financing activities

Loans and
borrowings  Lease liabilities Total
RMB’000 RMB’000 RMB’000
(Note 20) (Note 21)
At 1 January 2022 99,388 2,486 101,874
Changes from financing cash flows:
Proceeds from loans and borrowings 190,414 - 190,414
Repayment of loans and borrowings (99,288) - (99,288)
Capital element of lease rentals paid - (2,115) (2,115)
Interest element of lease rentals paid - (57) (57)
Other borrowing costs paid (6,720) - (6,720)
Total changes from financing cash flows 84,406 (2,172) 82,234
Other changes:
Increase in lease liabilities from entering into new
leases during the year - 1,422 1,422
Interest expenses 6,630 36 6,666
Total other changes 6,630 1,458 8,088
At 31 December 2022 190,424 1,772 192,196
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)

(b) Reconciliation of liabilities arising from financing activities (Continued)

Loans and Lease
borrowings liabilities Total
RMB’000 RMB’000 RMB’000
(Note 20) (Note 21)
At 1 January 2023 190,424 1,772 192,196
Changes from financing cash flows:
Proceeds from loans and borrowings 264,528 - 264,528
Repayment of loans and borrowings (236,186) - (236,186)
Capital element of lease rentals paid - (2,420) (2,420)
Interest element of lease rentals paid - (139) (139)
Other borrowing costs paid (8,114) - (8,114)
Total changes from financing cash flows 20,228 (2,559) 17,669
Other changes:
Increase in lease liabilities from entering into new
leases during the year - 3,184 3,184
Bank loans arising from supplier finance
arrangement (Note 20(d)) 72,379 - 72,379
Interest expenses 8,315 169 8,484
Others (5,500) - (5,500)
Total other changes 75,194 3,353 78,547
At 31 December 2023 285,846 2,566 288,412

(c) Total cash outflow for leases
Amounts included in the cash flow statement for leases comprise the following:

2023 2022

RMB’000 RMB’000

Within operating cash flows 7,882 10,995
Within financing cash flows 2,420 2,115
10,302 13,110

These amounts relate to the following:

2023 2022
RMB’000 RMB’000
Leasehold land and buildings 10,302 13,110
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19 TRADE AND OTHER PAYABLES

2023 2022
RMB’000 RMB’000
Trade and bills payables due to related parties 100,601 92,939
Other trade and bills payables 1,942,390 1,593,442
2,042,991 1,686,381

Other payables and accruals
—amounts due to related parties 21,383 7,994
—amounts due to third parties 158,604 229,871
Financial liabilities measured at amortised cost 2,222,978 1,924,246

All of the above balances are expected to be settled within one year or are repayable on demand. Included in trade
and other payables are trade and bills payables with the following ageing analysis as of the end of reporting period:

2023 2022

RMB’000 RMB’000

By date of invoice:

Within 3 months 1,393,654 1,202,994
More than 3 months but within 6 months 79,559 65,283
More than 6 months but within 12 months 83,810 90,872
More than 12 months 485,968 327,232

2,042,991 1,686,381

130 Technovator International Limited Annual Report 2023



Notes to the Consolidated Financial Statements

For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)

20 LOANS AND BORROWINGS

(a)

(b)

(c)

(d)

The analysis of carrying amount of loans and borrowings is as follows:

2023 2022
RMB’000 RMB’000

Bank loans
— unsecured and unguaranteed 276,846 180,424
— guaranteed 9,000 10,000
285,846 190,424

At the end of reporting period, loans and borrowings were repayable as follows:

2023 2022
RMB’000 RMB’000
Within 1 year or on demand 275,846 190,424
After 1 year but within 3 years 10,000 -

The amounts of banking facilities and the utilisation at the end of reporting period are set out as follows:

2023 2022

RMB’000 RMB’000

Unsecured banking facilities 1,010,000 700,000

At 31 December 2023, the facilities were utilised to the extent of RMB285,846,000 (2022: RMB190,424,000).
At 31 December 2023, none of the Group’s banking facilities are subject to the fulfiment of covenants.

Bank loans arising from supplier finance arrangements:
As included in unsecured and unguaranteed bank loans, RMB72,379,000 mainly represents supplier finance
arrangements.

The Group has entered into certain reverse factoring arrangements with banks, under which the Group
obtained extended credit in respect of the invoice amounts owed to certain suppliers.

In the consolidated statement of financial position, the Group has presented payables to the banks under
these arrangements as “Loans and borrowings”, having compared the nature and function of such liabilities
with trade payables to suppliers. In the consolidated cash flow statement, payments to the banks are included
within financing cash flows based on the nature of the arrangements, and payments to the suppliers by the
panks amounting to RMB72,379,000 are non-cash transactions.
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21 LEASE LIABILITIES

At 31 December 2023, the lease liabilities were repayable as follows:

2023 2022

RMB’000 RMB’000

Within 1 year 1,934 926
After 1 year but within 2 years 632 846
2,566 1,772

22 INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION

(a) Deferred tax assets and liabilities recognised
The components of deferred tax (assets)/liabilities recognised in the consolidated statement of financial
position and movements during the year are as follows:

Credit loss
allowance
and
impairment Receipts by Right-of- Lease
loss instalment use assets liabilities Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2022 (83,975) 27,259 549 (549) (6,716)
(Credited)/charged to the
consolidated income statement
(Note 7(a)) (5,314) (1,576) (234) 234 (6,890)
At 31 December 2022 (39,289) 25,683 315 (815) (13,606)
At 1 January 2023 (39,289) 25,683 315 (315) (13,606)
(Credited)/charged to the
consolidated income statement
(Note 7(a)) (8,461) (3,294) 256 (256) (11,755)
At 31 December 2023 (47,750) 22,389 571 (571) (25,361)
2023 2022
RMB’000 RMB’000
Represented by:
Deferred tax assets (47,750) (839,289)
Deferred tax liabilities 22,389 25,683
(25,361) (13,606)
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INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION (Continued)

(b)

(c)

Deferred tax assets not recognised

At 31 December 2023, in accordance with the accounting policy set out in note 2(r), the Company did not
recognise deferred tax assets in respect of unused tax losses of RMB231,647,610 (2022: RMB219,107,000)
and the Group did not recognise deferred tax assets in respect of unused tax losses of RMB357,206,673 (2022:
RMB243,585,000), as it is not probable that future taxable profits against which the losses can be utilised will
be available to the relevant tax entities. The tax losses of the Company do not expire under tax legislation. The
remaining unrecognised tax losses of RMB121,706,988 will not expire until after 2024.

Deferred tax liabilities not recognised

At 31 December 2023, no deferred tax liability was recognised on the taxable temporary differences in
respect of the tax that would be payable on the distribution of the undistributed profits of certain subsidiaries
of the Company amounting RMB1,682,969,000 (2022: RMB1,772,180,000), as the Group controls the
dividend policy of these subsidiaries and it has been determined that it is probable that such profits will not be
distributed in the foreseeable future.

According to the CIT Law and its implementation rules, non-PRC-resident enterprises are levied withholding
tax at 10%, subject to any double tax treaty relief, on dividends from their PRC-resident investees for
earnings accumulated beginning on 1 January 2008. According to the double tax treaty between the PRC
and Singapore, the dividend withholding tax rate could be reduced to 5% provided that a Singapore parent
company is the “beneficial owner” and holds directly at least 25% of the equity interest of a PRC company.
Distributions of earnings generated prior to 1 January 2008 are exempt from such withholding tax.

DEFERRED INCOME

Deferred income of the Group mainly represents subsidies relating to the construction of property, plant and
equipment, which would be recognised in other revenue on a straight-line basis over the expected useful life of the
relevant assets.
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24 CAPITAL, RESERVES AND DIVIDENDS

134

(a)

(b)

()

Movements in components of equity
The reconciliation between the opening and closing balances of each component of the Group’s consolidated
equity is set out in the consolidated statement of changes in equity.

Details of the changes in the Company’s individual components of equity between the beginning and the end
of the year are set out below:

Translation Retained
Share capital reserve profits Total equity
RMB’000 RMB’000 RMB’000 RMB’000
Note 24(c) Note 24(d)(ii)
At 1 January 2022 1,189,968 30,745 395,306 1,616,019
Loss for the year - - (11,212) (11,212)
Other comprehensive income - 148,771 - 148,771
At 31 December 2022 1,189,968 179,516 384,094 1,753,578
Translation Retained
Share capital reserve profits Total equity
RMB’000 RMB’000 RMB’000 RMB’000
Note 24(c) Note 24(d)(ii)
At 1 January 2023 1,189,968 179,516 384,094 1,753,578
Loss for the year - - (12,533) (12,533)
Other comprehensive income - 29,688 - 29,688
At 31 December 2023 1,189,968 209,204 371,561 1,770,733
Dividends

There were no dividends payable to equity shareholders attributable to the previous financial year, and no
dividends were approved and paid during 2023 and 2022.

Share capital

2023 2022
Number Number

of shares Amounts of shares Amounts
RMB’000 RMB’000

Ordinary shares issued and fully paid:
At 1 January 782,192,189 1,189,968 782,192,189 1,189,968
Shares repurchased and cancelled - - - -

At 31 December 782,192,189 1,189,968 782,192,189 1,189,968

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled
to one vote per share at meetings of the Company. All ordinary shares rank equally with regard to the
Company’s residual assets.

(i) There were no shares issued by the Company during 2023 and 2022.
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24 CAPITAL, RESERVES AND DIVIDENDS (Continued)

(d) Nature and purpose of reserves

@

(ii)

(iii)

(iv)

v)

Statutory reserves

Transfers from retained profits to statutory reserves are made in accordance with the relevant PRC
rules and regulations and the articles of association of the Company’s PRC subsidiaries and were
approved by the respective board of directors.

The subsidiaries in the PRC are required to appropriate 10% of its after-tax profit, as determined
in accordance with the PRC accounting rules and regulations, to the general reserve fund until the
statutory reserve balance reaches 50% of the registered capital. The transfer to this reserve must be
made before distribution of a dividend to equity owners.

The statutory reserve can be utilised to offset prior year’s losses or converted into capital of the
subsidiary.

Translation reserve

The translation reserve comprises all foreign exchange differences arising from the translation of the
financial statements of foreign operations. The reserve is dealt with in accordance with the accounting
policies set out in note 2(u).

Other reserves

Other reserves are resulted from transactions with equity holders in their capacity as equity holders.
The balance comprises capital reserve movements arising from difference between fair value of
consideration paid and the net assets acquired in a business combination under commmon control or
the amount by which the non-controlling interests are adjusted to reflect the changes in its interests in
the subsidiary.

Distributable reserves
At 31 December 2023, the aggregate amount of reserves available for distribution to equity
shareholders of the Company was RMB371,561,000 (2022: RMB384,094,000).

Special reserves

According to relevant PRC rules and regulations, the Group is required to transfer an amount to
specific reserve for the safety production fund based on the contract amount. The amount of safety
production fund utilised would be transferred from the specific reserve back to retained profits.
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136

FINANCIAL RISK MANAGEMENT AND FAIR VALUES

Exposure to credit, liquidity, interest rate and currency risks arises in the normal course of the Group’s business.
The Group’s exposure to these risks and the financial risk management policies and practices used by the Group to
manage these risks are described below.

(a)

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 and other receivables and contract
assets. Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing
basis. Credit evaluations are performed on all customers requiring credit over a certain amount. The Group
does not require collateral in respect of financial assets.

In respect of trade and other receivables and contract assets, individual credit evaluations are performed on
all customers requiring credit over a certain amount. These evaluations focus on the customer’s past history
of making payments when due and current ability to pay, and may take into account information specific to
the customer as well as pertaining to the economic environment in which the customer operates. The Group
requires certain customers to pay deposits upfront and the remaining trade receivables are due within 1-180
days from the date of billing. Normally, the Group does not obtain collateral from customers.

The Group has no significant concentration of credit risk in industries or countries in which the customers
operate. Significant concentrations of credit risk primarily arise when the Group has significant exposure to
individual customers. At 31 December 2023, 4.6% (2022: 2.1%) and 11% (2022: 7.2%) of the total trade
and other receivables and contract assets was due from the Group’s largest customer and the five largest
customers respectively.

The Group measures loss allowances for trade receivables and contract assets at an amount equal to lifetime
ECLs, which is calculated using a provision matrix. As the Group’s historical credit loss experience does not
indicate significantly different loss patterns for different customer segments, the loss allowance based on past
due status is not further distinguished between the Group’s different customer bases.
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25 FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

(a)

Credit risk (Continued)
The following table provides information about the Group’s exposure to credit risk and ECLs for trade
receivables and contract assets:

Expected Gross carrying Loss

loss rate amount allowance

% RMB’000 RMB’000

Current (not past due) 1.89% 2,614,101 (49,514)
Less than 1 year past due 24.00% 48,985 (11,756)
More than 1 year but less than 2 years past due 62.00% 29,326 (18,182)
More than 2 years but less than 3 years past due 87.00% 20,377 (17,728)
More than 3 years past due 99.83% 118,724 (118,527)
2,831,513 (215,707)

Expected  Gross carrying Loss
loss rate amount allowance

% RMB’000
Current (not past due) 1.00% 2,374,055 (23,740)
Less than 1 year past due 10.00% 43,546 (4,355)
More than 1 year but less than 2 years past due 65.00% 22,767 (14,799)
More than 2 years but less than 3 years past due 88.00% 3,187 (2,805)
More than 3 years past due 99.39% 117,393 (116,675)
2,560,948 (162,374)

Movement in the loss allowance account in respect of trade receivables and contract assets during the year is
as follows:

2023 2022

RMB’000 RMB’000

Balance at 1 January 162,374 143,938
Amounts written-off during the year - (85,220)
Impairment losses recognised during the year 53,333 53,656
Balance at 31 December 215,707 162,374

The following significant changes in the gross carrying amounts of trade receivables and contract assets
contributed to the increase in the loss allowance:

- origination of new trade receivables net of those settled resulted in an increase in loss allowance of
RMB33,175,000; and

- increase in the gross carrying amounts of trade receivables past due over 2 years but less than 3
years, resulted in an increase in loss allowance of RMB14,923,000.
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25 FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

(b)

138

Liquidity risk

The Group’s policy is to regularly monitor its liquidity requirements and its compliance with lending covenants
of each company, to ensure that it maintains sufficient reserves of cash and adequate committed lines of
funding from major financial institutions to meet its liquidity requirements in the short and longer term.

The following table details the remaining contractual maturities at the end of reporting periods of the Group’s
non-derivative financial liabilities, which are based on contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if floating, based on rates current at the end of reporting
period) and the earliest date the Group can be required to pay:

Within

1 year or
on demand
RMB’000

Trade and other payables measured

2023
Contractual undiscounted cash flow

More than More than Balance

1 year PACE sheet

but less than but less than carrying
2 years 3 years Total amount
RMB’000 RMB’000 RMB’000 RMB’000

at amortised costs 2,222,978 - - 2,222,978 2,222,978
Loans and borrowings 277,872 - 11,029 288,901 285,846
Lease liabilities 2,009 645 - 2,654 2,566

2,502,859 645 11,029 2,514,533 2,511,390

2022

Contractual undiscounted cash flow

Within

1 year or
on demand
RMB’000

Trade and other payables measured at

More than More than Balance

1 year 2 years sheet

but less than  but less than carrying
2 years 3 years Total amount
RMB’000 RMB’000 RMB’000 RMB’000

amortised costs 1,924,246 - - 1,924,246 1,924,246
Loans and borrowings 192,638 - - 192,638 190,424
Lease liabilities 1,036 445 445 1,926 1,772

2,117,920 445 445 2,118,810 2,116,442
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25 FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

(c)

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Group’s interest rate risk arises primarily from interest
bearing long-term receivables, loans and borrowings that expose the Group to cash flow interest rate risk and
fixed rates that expose the Group to fair value interest rate risk. The Group’s interest rate profile as monitored
by management is set out in (i) below.

@

(ii)

Interest rate profile
The following table, as reported to the management of the Group, details the interest rate risk profile of
the Group’s borrowings at the end of the reporting period:

Notional amount

2023 2022
RMB’000 RMB’000

Fixed rate borrowings:

Lease liabilities 2,566 1,772
Bank loans 146,946 118,014
149,512 119,786

Variable rate borrowings:

Bank loans 138,900 72,410
Less: interest bearing long-term receivables 54,222 54,222
84,678 18,188

Sensitivity analysis

At 31 December 2023, it is estimated that a general increase/decrease of 100 basis points in interest
rates, with all other variables held constant, would have decreased/increased the Group’s profit after
tax and retained profits by approximately RMB710,000 (2022: decreased/increased RMB155,000).

The sensitivity analysis above relates to the exposure to cash flow interest rate risk arising from floating
rate non-derivative instruments held by the Group at the end of the reporting period, and the impact
on the Group’s profit after tax (and retained profits) is estimated as an annualised impact on interest
exposure or income of such a change in interest rates. The analysis is performed on the same basis for
2022.
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25 FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

140

(d)

Currency risk
The Group is exposed to currency risk primarily through sales and purchases which give rise to receivables,
payables and cash balances that are denominated in a foreign currency, i.e. a currency other than the
functional currency of the operations to which the transactions related. The currencies giving rise to this risk
are primarily Singapore Dollars, Canadian Dollars, United States Dollars and Hong Kong Dollars.

@

Exposure to currency risk
The following table details the Group’s exposure at the end of the reporting period to currency risk
arising from recognised assets or liabilities denominated in a currency other than the functional
currency of the entity to which they relate. For presentation purposes, the amounts of the exposure
are shown in RMB translated using the spot rate at the year end date. Differences resulting from the
translation of the financial statements of foreign operations into the Group’s presentation currency are

excluded.
2023
Exposure to foreign currencies (expressed
in RMB)
Singapore Canadian United States
Dollars Dollars Dollars
RMB’000 RMB’000 RMB’000
Trade and other receivables 349 18,459 -
Cash and cash equivalents 1,234 1,335 2,265
Trade and other payables (1,047) - (1,893)
Net exposure arising from recognised assets and
liabilities 536 19,794 372

2022
Exposure to foreign currencies (expressed in
RMB)
Singapore  United States Hong Kong
Dollars Dollars Dollars
RMB’000 RMB’000 RMB’000
Trade and other receivables 351 20,964 -
Cash and cash equivalents 1,171 - 1,960
Trade and other payables (1,045) - (1,866)
Net exposure arising from recognised assets and
liabilities 477 20,964 94
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25 FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

(d) Currency risk (Continued)

Sensitivity analysis

The following table indicates the instantaneous change in the Group’s profit after tax (and retained
profits) that would arise if foreign exchange rates to which the Group has significant exposure at the
end of reporting period had changed at that date, assuming all other risk variables remained constant.

(ii)

2023 2022

Increase/ Effect on Increase/ Effect on

(decrease) profit after (decrease) profit after

in foreign tax and in foreign tax and

exchange retained exchange retained

rates profits rates profits

RMB’000 RMB’000

Singapore Dollars 5% 22 5% 20
(5)% (22) 5)% (20)

United States Dollars 5% 838 5% 891
(5)% (838) (5)% (891)

Hong Kong Dollars 5% 15 5% 4
(5)% (15) ()% 4)

Results of the analysis as presented in the above table represent an aggregation of the instantaneous
effects on each of the Group’s entities’ profit after tax and retained profits measured in the respective
functional currencies, translated into RMB at the exchange rate ruling at the end of reporting period for
presentation purposes.

The sensitivity analysis assumes that the change in foreign exchange rates had been applied to re-
measure those financial instruments held by the Group which expose the Group to foreign currency
risk at the end of reporting period, including inter-company payables and receivables within the Group
which are denominated in a currency other than the functional currencies of the lender or the borrower.
The analysis excludes differences that would result from the translation of the financial statements
of foreign operations into the Group’s presentation currency. The analysis is performed on the same
basis for 2022.

(e) Fair values

0]

(i)

Financial assets and liabilities measured at fair value
There were no financial instruments measured at fair value at the end of the reporting periods.

Fair values of financial instruments carried at other than fair value
The carrying amounts of the Group’s financial instruments carried at cost or amortised cost are not
materially different from their fair value at 31 December 2023.
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26 COMMITMENTS

Commitments outstanding at 31 December 2023 not provided for in the financial statements were as follows:

2023 2022
RMB’000 RMB’000
Contracted for 198,508 214,564

27 MATERIAL RELATED PARTY TRANSACTIONS

(a)

142

Name and relationship with related parties
During the years ended 31 December 2023 and 2022, transactions with the following parties are considered as
related party transactions:

Name of parties

THTF* (RI75 IRt B IR A 7))

Tongfang Kawasaki Advanced Energy-saving Machine Co., Ltd.* ([F] 5 &1 8E2E 5B IR A 7))
Tsinghua Tongfang Artificial Environment Co., Ltd. * (“Tongfang Artificial”) (R 75 A TERIEER A F))
Biyang Tongfang Thermal Power Co., Ltd.* G5 EIJTEH AR A F)

Beijing Tongfang Property Management Co., Ltd.* (At REH WEE R AR A 7))

NUCTECH Co., Ltd.* (B 77 R it (5 B R A 7))

Tongfang Technology Park Co., Ltd.* (A5 B E AR A 7))

Guangdong Tongfang Lighting Co., Ltd.* (B[R 5 FREAA R A 7))

Wuxi Tongfang Artificial Environment Co., Ltd.* (#8577 A TIRB AR A 7))

Tongfang Energy Technology Development Co., Ltd.* (B J7 fEREI 3 R AR A 7))

Tongfang Ruian Technology Co., Ltd.* (EJ7 i Z & B R A7)

Beijing Yirenyiben Information Technology Co., Ltd.* Jt =& ASAE B RHTE R A 7))

Beijing Tongfang Lingxun Technology Co., Ltd.* bR [E 7 % AR A R A 7))

Yangxin Tongfang Thermal Power Co., Ltd.* (&R ZH B R A 7))

Tongfang Computer (Suzhou) Co., Ltd.* (B 7 5 & # (FRM) BRAF)

Beijing Tongfang Clean Technology Co., Ltd.* (1t 5 B 7725 # i A fR A 7))

Tongfang Youyun (Beijing) Technology Co., Ltd.* (RIF A E (At %) B AR A7)

Tongfang (Chengdu) Intelligent Industrial Development Co., Ltd.* (/5 (B #8) BB E£#ER R A7)

Beijing Boruisai Science & Technology Co., Ltd.* ({t RiBIsERFT AR ST A F)

The official name of these entities is in Chinese. The English translation of the name is for reference only.

THTF is the controlling shareholder of the Company, incorporated in the PRC and produces financial
statements available for public use. Other related parties listed above are subsidiaries of THTF or CNNC.
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(b) Material related party transactions

For the year ended 31 December 2023
(Expressed in RMB unless otherwise indicated)

Particulars of material related party transactions during the years ended 31 December 2023 and 2022 are as

follows:

Sales to THTF and its subsidiaries

Purchases from THTF and its subsidiaries

Receipt for miscellaneous products and services from THTF and
its subsidiaries

Payments transferred by THTF to the Group

Payments transferred by the Group to THTF

Sales to CNNC and its subsidiaries

Purchases from CNNC and its subsidiaries

2023 2022
RMB’000 RMB’000
139,922 226,532
119,592 95,228
16,296 28,024
681,421 886,303
371,172 582,355
77,448 10,775
919 3,376

Other than the above related party transactions, certain trademarks are used by the Group in the PRC

licensed by THTF at nil consideration.

(c) Amounts due from/(to) related parties

At 31 December 2023 and 2022, the Group had the following material related party balances:

2023 2022

RMB’000 RMB’000

Trade and other receivables due from THTF and its subsidiaries 250,176 363,530

Trade and other payables due to THTF and its subsidiaries (121,589) (98,936)

Trade and other receivables due from CNNC and its subsidiaries 25,492 9,103

Trade and other payables due to CNNC and its subsidiaries (395) (1,997)
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27 MATERIAL RELATED PARTY TRANSACTIONS (Continued)

144

(d)

(e)

U]

Key management personnel remuneration

Remuneration for key management personnel of the Group, including amounts paid to the Company’s
executive directors as disclosed in note 8 and certain of the highest paid employees as disclosed in note 9, is as
follows:

2023 2022
RMB’000 RMB’000
Short-term employee benefits 2,182 2,473

Total remuneration was included in “staff costs” (see note 6(b)).

The related party transactions in respect of sales, purchases, payments transferred by THTF to the Group,
payments transferred by the Group to THTF, and receipts of miscellaneous products and services above
constitute continuing connected transactions as defined in Chapter 14A of the Listing Rules. The disclosures
required by Chapter 14A of the Listing Rules are provided in the reports of the directors. The related party
transaction in respect of financial assistance received from THTF constitutes a continuing connected
transaction as defined in Chapter 14A of the Listing Rules, however, they are exempt from the disclosure
requirements in Chapter 14A of the Listing Rules.

Transactions with other state-controlled entities in the PRC

The controlling shareholder of the Company, THTF, is a state-controlled enterprise controlled by the PRC
government. Apart from transactions with THTF and its subsidiaries and associate which were disclosed in
note 27(a) above, the Group also has transactions with other state-controlled entities, included but not limited
to the following:

o sales of products and provision of services;
o purchase of materials; and
o bank deposits and borrowings.
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28 COMPANY-LEVEL STATEMENT OF FINANCIAL POSITION

31 December 31 December

2023 2022
RMB’000 RMB’000

Non-current assets

Property, plant and equipment 983 1,427

Intangible assets 4 4 .

Investments in subsidiaries 1,760,408 1,731,054 l'.

1,761,395 1,732,485

Current assets

Trade and other receivables 411 1,376

Cash and cash equivalents 32,126 40,505
32,537 41,881

Current liabilities

Trade and other payables 22,319 19,538

Lease liabilities 439 404
22,758 19,942

Net current assets 9,779 21,939

Total assets less current liabilities 1,771,174 1,754,424

Non - current liabilities

Lease liabilities 441 846
e . 846
NET ASSETS 1,770,733 1,753,578

CAPITAL AND RESERVES 24

Share capital 1,189,968 1,189,968
Reserves 580,765 563,610
TOTAL EQUITY 1,770,733 1,753,578

Approved and authorised for issue by the board of directors on 28 March 2024.

)
Zhao Xiaobo ) Directors
Wang Zhigiang )

)
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146

ACCOUNTING ESTIMATES AND JUDGEMENTS

Key sources of estimation uncertainty
The Group believes the following critical accounting policies involve the significant judgements and estimates used in
the preparation of the financial statements.

Information about assumptions and estimation uncertainties that may have a significant risk of resulting in a material
adjustment in the year ending 31 December 2023 are included in the following notes:

0]

(i)

(iii)

Construction projects

As explained in policy note 2(t), revenue from construction projects are recognised over time. Such revenue
and profit recognition on uncompleted projects is dependent on estimating the total outcome of the project, as
well as the work done to date. Based on the Group’s recent experience and the nature of the manufacturing
and construction activities undertaken by the Group, the Group has made estimates of the point at which
it considered the work was sufficiently advanced such that the outcome of the contract can be reasonably
measured. Until this point is reached the related contract assets disclosed in note 16 do not include profit
which the Group might eventually realise from the work done to date. In addition, actual outcomes in terms of
total cost or revenue may be higher or lower than estimated at the end of the reporting period, which would
affect the revenue and profit recognised in future years as an adjustment to the amounts recorded to date.

Valuation of contract assets and trade receivables

The management measures loss allowances on contract assets and trade receivables at amounts equal to
lifetime ECL using a provision matrix which involved significant management judgement in estimating loss
rate and adjusting factors that are specific to the debtors and an assessment of both the current and forecast
industries in which they operate at the reporting date.

Impairment losses of non-current assets

In considering the impairment losses that may be required for certain of the Group’s assets which include
property, plant and equipment, lease prepayments and intangible assets, recoverable amount of the asset
needs to be determined. The recoverable amount is the greater of the fair value less costs to sell and the
value in use. It is difficult to precisely estimate selling price because quoted market prices for these assets
may not be readily available. In determining the value in use, expected cash flow generated by the asset are
discounted to their present value, which requires significant judgment relating to items such as level of revenue
and amount of operating costs. The Group uses all readily available information in determining an amount that is
reasonable approximation of recoverable amount, including estimates based on reasonable and supportable
assumptions and projections of items such as revenue and amount of operating costs.
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29 ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued)

Information about other judgements made and estimates applied are included in the following notes:

0]

(ii)

(iii)

(iv)

Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in the ordinary course of business, less estimated
costs of completion and distribution expenses. These estimates are based on the current market condition
and historical experience of selling products of similar nature. It could change significantly as a result of
competitor actions in response to changes in market conditions. Management reassesses these estimations
at the end of the reporting period to ensure inventory is shown at the lower of cost and net realisable value.

Depreciation

ltems of property, plant and equipment are depreciated on a straight-line basis over the estimated useful lives
of the assets, after taking into account the estimated residual value. The management reviews the estimated
useful lives of the assets regularly in order to determine the amount of depreciation expense to be recorded
during any reporting period. The useful lives are based on the Group’s historical experience with similar assets
and taking into account anticipated technological changes. The depreciation expense for future periods is
adjusted if there are significant changes from previous estimates.

Income tax

Determining income tax provisions involves judgement on the future tax treatment of certain transactions. The
management carefully evaluates tax implications of transactions and tax provisions are set up accordingly.
The tax treatment of these transactions is reconsidered periodically to take into account all changes in tax
legislations. Deferred tax assets are recognised for deductible temporary differences and unused tax losses. As
those deferred tax assets can only be recognised to the extent that it is probable that future taxable profit will
be available against which they can be utilised, management’s judgement is required to assess the probability
of future taxable profits. Management’s assessment is constantly reviewed and additional deferred tax assets
are recognised if it becomes probable that future taxable profits will allow the deferred tax assets to be
recovered.

Deferred tax liability was not recognised in respect of the withholding income tax that would be payable on the
distribution of retained profits of the Company’s subsidiaries as the Company considers that it is probable that
such profits will not be distributed in the foreseeable future. Any changes in dividend policy may result in the
recognition of the related deferred tax liabilities.

Development costs

Critical judgement by the Group’s management is applied when deciding whether the recognition
requirements for development costs have been met. This is necessary as the economic success of any
product development is uncertain and may be subject to future technical problems at the time of recognition.
Judgements are based on the best information available at the end of the reporting period. In addition, all
internal activities related to the research and development of new products is continuously monitored by the
Group management.
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148

POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE DURING THE YEAR
ENDED 31 DECEMBER 2023

Up to the date of issue of these financial statements, the HKICPA has issued a number of new or amended
standards, which are not yet effective for the year ended 31 December 2023 and which have not been adopted in

these financial statements. These developments include the following which may be relevant to the Group.

Effective for

accounting periods
beginning on or after

Amendments to HKAS 1, Presentation of financial statements: 1 January 2024
Classification of liabilities as current or non-current (“2020 amendments”)

Amendments to HKAS 1, Presentation of financial statements: 1 January 2024
Non-current liabilities with covenants (2022 amendments”)

Amendments to HKFRS 16, Leases: Lease liability in a sale and leaseback 1 January 2024

Amendments to HKAS 7, Statement of cash flows and HKFRS 7, Financial Instruments: 1 January 2024
Disclosures: Supplier finance arrangements

Amendments to HKAS 12, Income taxes: Deferred tax related to assets and liabilities 1 January 2024
arising from a single transaction

The Group is in the process of making an assessment of what the impact of these developments is expected to be
in the period of initial application. So far it has concluded that the adoption of them is unlikely to have a significant
impact on the consolidated financial statements.
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