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CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF HONG KONG
LIMITED (THE "EXCHANGE")

GEM has been positioned as a market designed to accommodate small and mid-sized companies to which
a higher investment risk may be attached than other companies listed on the Exchange. Prospective
investors should be aware of the potential risks of investing in such companies and should make the
decision to invest only after due and careful consideration.

Given that the companies listed on GEM are generally small and mid-sized companies, there is a risk that
securities traded on GEM may be more susceptible to high market volatility than securities traded on the
Main Board and no assurance is given that there will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Exchange take no responsibility for the contents of this
report, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Capital Finance Holdings Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on GEM of the Exchange (the “GEM Listing Rules”) for the purpose of giving
information with regard to the Company. The Directors, having made all reasonable enquiries, confirm that to the
best of their knowledge and belief the information contained in this report is accurate and complete in all material
respects and not misleading or deceptive, and there are no other matters the omission of which would make any
statement herein or this report misleading.
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CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the Board of Directors (the “Board”), it is my pleasure to present to you the annual report of our
Company and its subsidiaries (collectively referred to as the "Group”) for the year ended 31 December 2022.

Throughout the year, we faced significant instabilities and uncertainties in the global economic environment,
including geopolitical tensions, the COVID-19 pandemic, and the rapid surge of Fed interest rates to cope with
inflation in the U.S. Moreover, the Sino-US trade disputes and the recurrence of COVID-19 in Mainland China
further impacted social and economic activities in the region, causing disruptions to China’s economy. Despite
these challenges, China has implemented a prudent and normal monetary policy, providing a solid foundation for
ensuring overall price stability in the country. The People’s Bank of China (the "PBOC") took measures to support
the economy by lowering loan prime rates, effectively guiding financial costs down. Additionally, the PBOC
increased its support to micro and small businesses (the “MSBs"”) and self-employed businesses by deferring
their repayments of loan principal and interest. Consequently, these policies and measures brought significant
challenges and intensified competition to our short-term financing business. The Group faced fierce competition
from commercial banks and peers as the average interest rate for loans granted by them decreased.

Despite these challenges, we have proactively adapted to the changing market environment and maintained a
high level of service to our customers. With a deep understanding of the local market and customer needs, a
streamlined organizational structure, and efficient decision-making processes, we have continuously leveraged our
advantages to provide quick and flexible financing services tailored to the specific needs of individuals and MSBs.
Additionally, we have optimized the business model by introducing new customers with sound credit records,
strengthening post-loan management, and adjusting the collateral mix to enhance our capital strength and risk
management capabilities.

To maintain our competitiveness, we have continued to focus on reducing costs and expenses, enhancing
budget management, and strengthening internal controls. By implementing cost-saving measures and optimizing
our budget management processes, the Group can operate more efficiently and achieve greater profitability.
Additionally, by strengthening our internal controls, we can better manage risks and ensure compliance with
regulatory requirements, thereby enhancing the overall integrity and stability of our operations.

Looking ahead, it is expected that the global economic environment remains challenging and uncertain due to
persistent inflation and ongoing geopolitical tensions. It is also expected that the domestic economy in China
will continue to face challenges related to political tensions between China and the U.S. Nevertheless, the
economic environment in Mainland China has shown signs of improvement following the nationwide loosening the
restriction of COVID-19 and the reopening of all borders in early January 2023. We anticipate that this will have a
positive impact on our business for the coming year.

In light of these developments, we remain committed to maintaining our competitiveness in the market and
pursuing opportunities for long-term business and profitability growth. We understand that any unforeseen
changes could potentially undermine any single and inflexible business line's prospects. Therefore, we will
continue to adopt quick and flexible marketing strategies to stay ahead of the competition in our short-term
financing business and explore new business opportunities to broaden and diversify our income streams. To
optimize the utilization of resources and improve the overall financial performance of the Group, we will continue
to explore and seize business opportunities to broaden and diversify our income stream while also streamlining
operations and reducing costs where possible.
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CHAIRMAN'S STATEMENT

As always, we remain vigilant and adaptable in the face of ongoing economic and geopolitical challenges. By
staying true to our core values and mission as a company and remaining focused on our long-term goals, we are
confident that we can position our business for success in the years to come.

APPRECIATION

I would like to take this opportunity to express my sincere gratitude and appreciation to all shareholders, business
partners and customers for their ongoing support and trust to the Group. Also, | would like to thank my fellow
Directors, management team and staff for their dedication and contributions over the year.

Zhang Wei
Chairman

Hong Kong, 21 March 2023
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS AND FINANCIAL REVIEW

During the year ended 31 December 2022, the Group is principally engaged in short-term financing services in the
PRC and Hong Kong.

The Group recorded total revenue for the year ended 31 December 2022 of approximately Hong Kong dollars
("HK$") 46,483,000 (2021: approximately HK$45,376,000), representing a slight increase of approximately
HK$1,107,000 as compared with the previous year. This increase was mainly attributable to the combination of
two factors. Firstly, the Group experienced an increase of approximately HK$9,278,000 in settlement gain from
distressed debts assets from short term financing services, which was a result of the recovery of principal and
interest expenses receivables from several distressed debts assets during the year. Secondly, there was a decrease
of approximately HK$7,631,000 in interest income from short-term financing services during the year ended 31
December 2022. This decrease was mainly due to the impact of the unfavourable macroeconomic environment in
the PRC and the repeated outbreaks of COVID-19 pandemic in 2022.

The administrative and other expenses for the year ended 31 December 2022 has marginally decreased from
approximately HK$38,479,000 in the year 2021 to approximately HK$35,767,000.

Other income and other gains and losses, net for the year ended 31 December 2022 was approximately
HK$9,097,000 (2021: approximately HK$2,983,000), which represents an significant increase of approximately
HK$6,114,000 when compared to the year 2021, mainly attributable to the increase in the gain on early
redemption of convertible bonds by approximately HK$5,064,000 for the year ended 31 December 2022.

A fair value loss on financial assets at fair value through profit or loss (“FVTPL") of approximately HK$8,562,000
was recorded for the year ended 31 December 2022 due to an unrealized loss recognized from the listed equity
investment while a fair value gain on financial assets at FVTPL of approximately HK$5,670,000 was recorded for the
year ended 31 December 2021.

A one-off write-off of financial assets at FVTPL of approximately HK$4,763,000 was recorded for the year ended 31
December 2021, whereas no such write-off was recorded for the year ended 31 December 2022.

The Group recorded charge of loss allowance for expected credit losses (“ECLs”) on loans to customers for the
year ended 31 December 2022 of approximately HK$6,081,000 while reversal of loss allowance for ECLs on loans
to customers of approximately HK$25,642,000 was recorded in the year 2021. The increase in loss allowance
for ECLs was primarily due to the repeated outbreaks of the COVID-19 pandemic in 2022 and the deceleration
of domestic economic growth in the PRC. These unfavorable market conditions had an adverse impact on the
financial condition of customers of the Group, resulting in a deterioration of customers’ aging. Simultaneously, the
unfavorable market conditions caused a decline in the expected recoverable value of collaterals and guarantees,
which was a direct result of the increase in costs and efforts required for their realization due to the challenging
economic environment in the PRC.
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS AND FINANCIAL REVIEW (continuved)

The Group recorded a share of loss of a joint venture of approximately HK$5,425,000 from its investment in a joint
venture, T B In B £ WEHTBER A A (Xuan Wei Rui Cao Biological Technology Company Limited*) (“Xuan Wei")
for the year ended 31 December 2022 (2021: approximately HK$549,000).

Xuan Wei was established in 23 June 2020 and was principally engaged in the plant extract production, bio-
organic fertilizer and biopesticide research and development in the PRC. The related output products include
tobacco plant extracts, bio-organic fertilizer, biopesticide, biological insecticide, etc. The tobacco plant extracts
are one of the main raw materials of the production of nicotine for electronic cigarettes. It was expected that the
acquisition of Xuan Wei could help to generate a new source of revenue and diversify the income stream of the
Group. Amid the tough business environment in the PRC under the prolong impact of the outbreak of COVID-19
pandemic, Xuan Wei was still able to expand its business scale and increase its revenue during the year ended 31
December 2022 as compared to that for the year ended 31 December 2021, driven by the increase of the demand
in electronic cigarettes.

However, the business of Xuan Wei was adversely affected by the Measures for the Administration of Electronic
Cigarettes which was newly implemented by the China’s State Tobacco Monopoly Administration (the "STMA")
in May 2022 (the “New Measures”). The New Measures aimed to strengthen the regulation of the electronic
cigarettes industry in the PRC and imposed certain new requirements and conditions on the manufacturing
of nicotine for electronic cigarettes. Moreover, under the New Measures, all the manufacturers of nicotine for
electronic cigarettes are required to obtain tobacco monopoly production enterprise licenses issued by the STMA
in order to continue the production and operation of nicotine for electronic cigarettes. In response to the New
Measures, Xuan Wei had to cease its current production, upgrade its machinery and equipment as well as enhance
the production process in order to cope with the impact from the New Measures. As at 31 December 2022, Xuan
Wei has yet to obtain the tobacco monopoly production enterprise license. In view of (i) the information currently
available, the management of Xuan Wei is unable to anticipate as to when Xuan Wei will obtain the tobacco
monopoly production enterprise license from the STMA, (ii) the current machinery and production lines are
difficult to transform for other production purpose and there is limited second-hand market for them to be sold
or repurposed; (iii) the latest financial position of Xuan Wei and the existing financial resources available to Xuan
Wei; and (iv) the business environment and the financial position of Xuan Wei have been adversely impacted and
become significantly uncertain as a result of the implementation of the New Measures, for prudence purpose,
the management of Xuan Wei makes the provision for impairment on certain assets of Xuan Wei. Considering the
significant changes at Xuan Wei, the management of the Group will closely monitor the future development of
Xuan Wei.

On 21 July 2022, the Company issued the New 2022 Convertible Bonds and the New 2023 Convertible Bonds (as
defined below) to settle the outstanding principal amounts of 2022 CB and 2023 CB, respectively. The setting off
resulted in a one-off gain on extinguishment of bond payables and liability component of convertible bonds in the
amount of approximately HK$26,944,000 recorded for the year ended 31 December 2022 whereas no such gain
was recognised for the year ended 31 December 2021.

* English name is for identification purpose only
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS AND FINANCIAL REVIEW (continued)

The loss attributable to the owners of the Company for the year ended 31 December 2022 was approximately
HK$7,626,000 (2021: approximately HK$19,017,000). The decrease in loss attributable to the owners of the
Company was mainly attributable to the net-off effect of (i) an increase in other income and other gains and
losses, net by approximately HK$6,114,000 for the year ended 31 December 2022 as compared to that for the year
ended 31 December 2021; (ii) a charge of loss allowance for ECLs on loans to customers (net of corresponding
deferred tax impacts) of approximately HK$4,926,000 was recorded for the year ended 31 December 2022 while
a reversal of loss allowance for ECLs on loans to customers (net of corresponding deferred tax impacts) of
approximately HK$18,433,000 was recorded for the year ended 31 December 2021 primarily due to the repeated
outbreaks of the COVID-19 pandemic in 2022 and the deceleration of domestic economic growth in the PRC.
These unfavorable market conditions had an adverse impact on the financial condition of customers of the Group,
resulting in a deterioration of customers’ aging. Simultaneously, the unfavorable market conditions caused a
decline in the expected recoverable value of collaterals and guarantees, which was a direct result of the increase
in costs and efforts required for their realization due to the challenging economic environment in the PRC; (iii)
a fair value loss on financial assets at FVTPL of approximately HK$8,562,000 was recorded for the year ended 31
December 2022 due to an unrealized loss recognized from the listed equity investment while a fair value gain on
financial assets at FVTPL of approximately HK$5,670,000 was recorded for the year ended 31 December 2021;
(iv) a one-off gain on extinguishment of bond payables and liability component of convertible bonds in the
amount of approximately HK$26,944,000 recorded for the year ended 31 December 2022 whereas no such gain
was recognised for the year ended 31 December 2021; and (v) a decrease in finance costs for the year ended 31
December 2022 by approximately HK$13,887,000 as compared to that for the year ended 31 December 2021 as a
result of partial redemptions of convertible bonds made by the Group during the years ended 31 December 2021
and 2022.

Short-term financing services

During the year ended 31 December 2022, the financial results of short-term financing services were substantially
contributed by loan businesses and distressed debts assets business of the Group, in which the revenue of these
businesses was approximately HK$46,292,000 (2021: approximately HK$44,645,000). The operating results of short-
term financing services recorded a profit before income tax of approximately HK$24,298,000 (2021: approximately
HK$43,792,000). The deterioration of the operating results was mainly attributable to the combined effect of (i)
increase in revenue by approximately HK$1,107,000; and (ii) net increase in charge of loss allowance for ECLs on
loans to customers by approximately HK$31,723,000.

PROSPECTS

Looking ahead, it is expected that the global economic environment remains challenging and uncertain due to
persistent inflation and ongoing geopolitical tensions. It is also expected that the domestic economy in China
will continue to face challenges related to political tensions between China and the U.S. Nevertheless, the
economic environment in Mainland China has shown signs of improvement following the nationwide loosening the
restriction of COVID-19 control measures and the reopening of all borders in early January 2023. We anticipate
that this will have a positive impact on our business for the coming year.

In light of these developments, we remain committed to maintaining our competitiveness in the market and
pursuing opportunities for long-term business and profitability growth. We understand that any unforeseen
changes could potentially undermine any single and inflexible business line's prospects. Therefore, we will
continue to adopt quick and flexible marketing strategies to stay ahead of the competition in our short-term
financing business and explore new business opportunities to broaden and diversify our income streams. To
optimize the utilization of resources and improve the overall financial performance of the Group, we will continue
to explore and seize business opportunities to broaden and diversify our income stream while also streamlining
operations and reducing costs where possible.
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MANAGEMENT DISCUSSION
AND ANALYSIS

PROSPECTS (Continued)

As always, we remain vigilant and adaptable in the face of ongoing economic and geopolitical challenges. By
staying true to our core values and mission as a company and remaining focused on our long-term goals, we are
confident that we can position our business for success in the years to come.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2022, the Group had other debts which is liability component of convertible bonds of
approximately HK$174,987,000 (2021: approximately HK$281,198,000). The Group will try to obtain future
financing, and whenever possible and appropriate, raise fund via equity funding activities in order to further
reduce the financing cost.

As at 31 December 2022, the Group had cash and cash equivalents of approximately HK$105,158,000 (2021:
approximately HK$95,905,000) which were mainly denominated in HK$ and Renminbi (“RMB"). To manage
liquidity risk, management monitors forecasts of the Group’s liability position and cash and cash equivalent
position on the basis of expected cash flow. The Group expects to fund the future cash flow needs through
internally generated cash flows from operations and external fund raising activities from the capital market.

As at 31 December 2022, the gearing ratio for the Group was approximately 2.9 (2021: approximately 3.7),
calculated based on the total debts of approximately HK$174,987,000 (2021: approximately HK$281,198,000) over
shareholder’s equity of approximately HK$60,250,000 (2021: approximately HK$75,002,000). The debt ratio was
approximately 0.66 (2021: approximately 0.72), calculated as total liabilities over total assets of the Group.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to the
shareholders of the Company (the “Shareholders”), issue new shares or sell assets to reduce debt.

CAPITAL STRUCTURE

The capital structure of the Group as at 31 December 2022 is summarised as follows:

(i) Bank Borrowings
There were no bank borrowings outstanding as at 31 December 2022 (2021: Nil).

(i) Promissory Notes

As at 31 December 2022 and 2021, the Company had no outstanding promissory note. Further details are set
out in Note 26 to the consolidated financial statements.
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MANAGEMENT DISCUSSION
AND ANALYSIS

CAPITAL STRUCTURE (continued)
(iii) Convertible Bonds
As at 31 December 2022, the Company had 2 series of non-interest bearing convertible bonds issued as

part of the consideration of the acquisition of Prima Finance Holdings Limited (“Prima Finance”) (which was
struck off on 31 March 2021) and Sunny Bridge Investments Limited (“Sunny Bridge”) and its subsidiaries
outstanding. Summary of the convertible bonds is as follows. Further details are set out in Note 27 to the
consolidated financial statements.

Number of
shares to
Outstanding ~ be issued
Principal Amount principal  upon full
amount as Amount  converted Amount Amount Amount amount  conversion
at Conversion issued intoshares  redeemed  matured settled as at 31 as at 31
1 January Maturity ~ price per  duringthe  duringthe  duringthe  duringthe  duringthe ~ December  December
Date of issue 2022 date share year year year year year 2022 2022
(HKS) (HKS) (HKS) (HKS) (HKS) (HKS) (HKS) (HKS)
25 June 2014 99,840,000 24 June 2022 175 - - — (99,840,000 - - -
6 February 2015 5 February
194,000,000 023 175 - — (8,600,000 — (185,400,000 - -
21 July 2022 24 December
- 023 0.05 99,840,000 (7,500,000  (39,006,000) - — 53,334,000 1,066,680,000
21 July 2022 5 August
- 2024 0.05 185,400,000 — (46,165,000 - — 139,235,000 2,784,700,000

Increase in Authorised Share Capital; and Connected Transaction in relation to Issue of Convertible Bonds
under Specific Mandate

The Company entered into the conditional subscription agreements with respective subscribers on 4 April
2022 (as amended and supplemented on 6 June 2022), pursuant to which each of the subscribers has
conditionally agreed to subscribe for and the Company has conditionally agreed to issue the zero-coupon
convertible bonds due on 24 December 2023 in the aggregate principal amount of HK$99,840,000 (the
“New 2022 Convertible Bonds"”) under relevant subscription agreements with Bustling Capital Limited
and Choice Magic Limited as subscribers (the “New 2022 CB Subscription Agreements”) and the zero-
coupon convertible bonds due on 5 August 2024 in the aggregate principal amount of HK$185,400,000 (the
“"New 2023 Convertible Bonds”) under relevant subscription agreements with Exuberant Global Limited and
Mr. Liu Yongli as subscribers (the “New 2023 CB Subscription Agreements”) (the “Issue of Convertible
Bonds"”). The market price of the Shares as of 4 April 2022 was HK$0.031, being the date of the conditional
subscription agreements.
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MANAGEMENT DISCUSSION
AND ANALYSIS

CAPITAL STRUCTURE (continued)

(iii) Convertible Bonds (Continued)
Increase in Authorised Share Capital; and Connected Transaction in relation to Issue of Convertible Bonds
under Specific Mandate (Continued)
The existing convertibles bonds of the Company were matured in June 2022 and February 2023 (the "Existing
CBs") respectively and it was not expected that the Company would have sufficient internal resources to
redeem all the Existing CBs upon maturity. It was also considered that (i) it was unlikely for the Company to
obtain other debt financing from financial institutions or otherwise with acceptable terms or terms better
than those for the New 2022 Convertible Bonds and the New 2023 Convertible Bonds; and (ii) the holders
of the Existing CBs had no intention to exercise the conversion rights attached to the Existing CBs taking
into account of that the prevailing conversion price of the Existing CBs per Share was significantly higher
than the market price. As such the Company considers that the entering into the New 2022 CB Subscription
Agreements and the New 2023 CB Subscription Agreements would be an effective way to settle the Existing
CBs. The Issue of Convertible Bonds bore similar salient features as the Existing CBs such as conversion
restriction and essentially was an extension of the Existing CBs, except that the conversion price was adjusted
to reflect the prevailing market price of the Shares which provides the subscribers a better opportunity to
convert the convertible bonds before the respective maturity date.

On the assumption that the New 2022 Convertible Bonds would be converted into conversion shares in full at
the initial conversion price of HK$0.05 per conversion share (subject to adjustments), 1,996,800,000 conversion
shares would be issued. The aggregate subscription amounts of HK$99,840,000 for the New 2022 Convertible
Bonds was set off by the respective outstanding principal amounts of the 2014 Convertible Bonds (as defined
in the Company’s announcement dated 4 April 2022) held by the relevant subscribers respectively which fell
due on 24 June 2022.

On the assumption that the New 2023 Convertible Bonds would be converted into conversion shares in full at
the initial conversion price of HK$0.05 per conversion share (subject to adjustments), 3,708,000,000 conversion
shares would be issued. The aggregate subscription amounts of HK$185,400,000 for the New 2023 Convertible
Bonds were set off by the respective outstanding principal amounts of the 2015 Convertible Bonds (as defined
in the Company’s announcement dated 4 April 2022) held by the relevant subscribers respectively which fell
due on 5 February 2023.
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MANAGEMENT DISCUSSION
AND ANALYSIS

CAPITAL STRUCTURE (continued)
(iii) Convertible Bonds (Continued)

12

Increase in Authorised Share Capital; and Connected Transaction in relation to Issue of Convertible Bonds
under Specific Mandate (Continued)

In order to accommodate the growth of the Group and to provide the Company with greater flexibility for
the issue of the conversion shares under the New 2022 Convertible Bonds and the New 2023 Convertible
Bonds and other possible fund-raising activities in the future as and when necessary, the Board proposed
to increase the authorised share capital of the Company from HK$100,000,000 divided into 2,000,000,000
shares to HK$1,000,000,000 divided into 20,000,000,000 shares by the creation of an additional 18,000,000,000
shares (the “Increase in Authorised Share Capital”). Subject to the passing of an ordinary resolution by
the shareholders of the Company at the special general meeting (the “SGM") to approve the increase in
authorised share capital, the increase in authorised share capital would become effective on the date of the
SGM.

The independent board committee comprising all the independent non-executive Directors had been
established and an independent financial adviser, Giraffe Capital Limited, had been appointed to advise the
independent board committee and the independent shareholders in this regard.

The Increase in Authorised Share Capital and Issue of Convertible Bonds were approved by the independent
shareholders at the SGM held on 28 June 2022. Accordingly, the Increase in Authorised Share Capital
became effective on 28 June 2022. All conditions precedent set out in each of the New 2022 CB Subscription
Agreements and the New 2023 CB Subscription Agreements had been fulfilled and the completion of the
issue of the New 2022 Convertible Bonds and the New 2023 Convertible Bonds took place on 21 July 2022 in
accordance with the terms and conditions of the Subscription Agreements.

For details, please refer to the announcements of the Company dated 4 April 2022, 29 April 2022, 3 May 2022,
31 May 2022, 13 June 2022, 28 June 2022 and 21 July 2022, and the circular of the Company dated 13 June
2022.

As a result of the capital reorganisation, the conversion price of the New 2022 Convertible Bonds and the New
2023 Convertible Bonds has been adjusted from HK$0.05 to HK$1.0 accordingly. For details, please refer to
the circular dated 20 January 2023 and the announcements of the Company dated 19 December 2022 and 21
February 2023.
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MANAGEMENT DISCUSSION
AND ANALYSIS

USE OF PROCEEDS

Placing of New Shares under General Mandate

The actual net proceeds raised from the placing of 168,000,000 ordinary shares of the Company under general
mandate on 1 December 2021 was approximately HK$25,213,000. Up to 31 December 2022, the Group has utilised
the net proceeds as follows:

Actual
use of net  Unutilised net
proceeds up to proceeds up to

Intended use of 31 December 31 December

net proceeds 2022 2022

HK$'000 HK$'000 HK$'000

Settlement of outstanding short-term liabilities of the Company 25,000 25,000 —
General working capital 213 213 —
25,213 25,213 —

SIGNIFICANT INVESTMENTS, ACQUISITIONS AND DISPOSALS

During the year ended 31 December 2022, the Group did not process any other significant investment, acquisition
or disposal of subsidiaries or associated companies.

FURTHER PLANS FOR MATERIAL INVESTMENTS AND CAPITAL ASSETS

Save as disclosed in this annual report, the Group currently does not have any firm intention or specific plans for
material investments or capital assets.

CHARGE OF GROUP ASSETS
As at 31 December 2022, the Group did not have any assets under charge (2021: Nil).

FOREIGN EXCHANGE EXPOSURE

The Group has transactional currency exposures. Such exposures arise from the business operations in the PRC
denominated in RMB. As at 31 December 2022, the Group had a minimal exposure to foreign currency risk as
most of its business transactions, assets and liabilities were principally denominated in the respective functional
currency, i.e. RMB, used by the respective group entities.

RMB is not freely convertible into other foreign currencies and conversion of RMB into foreign currencies is
subject to rules and regulations of foreign exchange control promulgated by the PRC government. As at 31
December 2022, the Group did not have a foreign currency hedging policy in respect of its foreign currency
assets and liabilities. The Group will closely monitor its foreign currency exposure and will consider using hedging
instruments in respect of significant foreign currency exposure as and when appropriate.

As at 31 December 2022, the Group had no investment in any financial derivatives, foreign exchange contracts,

interest or currency swaps, hedging or other financial arrangements for hedging purposes to reduce any currency
risk nor made any over-the-counter contingent forward transactions.
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MANAGEMENT DISCUSSION
AND ANALYSIS

CONTINGENT LIABILITIES
As at 31 December 2022, the Group did not have any material contingent liability (2021: Nil).

EMPLOYEE INFORMATION AND REMUNERATION POLICY

As at 31 December 2022, the Group employed a total of 49 employees (2021: 66 employees). The salaries and
benefits of the Group’'s employees are maintained at a competitive level and employees are rewarded on a
discretionary performance-related basis within the general framework of the Group's salary and bonus system,
which is reviewed annually. Year-end bonuses based on individual performance will be paid to employees as
recognition of and reward for their contributions. Other benefits include contributions to statutory mandatory
provident fund scheme and medical scheme to our employees. Staff costs, excluding Directors’ emoluments,
for the year ended 31 December 2022 amounted to approximately HK$19,363,000 (2021: approximately
HK$17,480,000).

The Company adopted the share option scheme where options to subscribe for shares of the Company may be
granted to the eligible participants of the Group. No share options have been granted to the eligible participants
under the share option scheme during the year ended 31 December 2022. The share option scheme of the
Company has expired on 2 August 2022 and the Company would consider to adopt a new share option scheme
to enable the Board, at its discretion, to grant options to selected eligible participants to motivate them and to
optimise their performance and efficiency for the benefit of the Group.

CAPITAL REORGANISATION

On 19 December 2022, the Board proposes to implement the capital reorganisation involving:

(i) the share consolidation whereby every twenty (20) existing Shares will be consolidated into one (1)
consolidated Share;

(i) the capital reduction whereby the issued share capital of the Company will be reduced by cancelling paid up
capital of the Company to the extent of HK$0.99 on each of the then consolidated Shares such that the par
value of each issued consolidated Share will be reduced from HK$1.0 to HK$0.01;

(iii) the sub-division whereby of each authorized but unissued consolidated Share of HK$1.0 (including the
unissued Shares arising from the capital reduction) will be sub-divided into 100 new Shares of HK$0.01 each;
and

(iv) the transfer of all the credits arising from the capital reduction to the contributed surplus account of the
Company.

The closing prices of the existing Shares have been trading at below the par value of HK$0.05 per existing Share
for a certain period and according to the Bermuda law, the Company may not issue Shares at a discount to their
par value and potential investors in general would be unwilling to subscribe for Shares and pay a premium over
the market prices for the Shares. As such, the capital reorganisation, which will reduce the par value per Share,
would provide greater flexibility for the Company to carry out fund raising exercises in the future.
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CAPITAL REORGANISATION (continued)

Furthermore, the credit in the contributed surplus account arising from the capital reorganisation is applicable
to set off its accumulated losses. Save that no fractional new Shares (with par value of HK$0.01 each) will be
allocated to Shareholders and the relevant expenses (including but not limited to professional fees and printing
charges) to be incurred in relation to the capital reorganisation, there will not have material effect on the Group's
consolidated net asset value, and it will not alter the underlying assets, business operations, management or
financial position of the Company nor the proportionate interests or rights of the Shareholders.

Based on the reasons above, the Board considers that the capital reorganisation is fair and reasonable and in the
interests of the Company and the Shareholders as a whole.

The capital reorganisation was passed and approved as the special resolution by the Shareholders at a special
general meeting held on 21 February 2023. Accordingly, the capital reorganisation has become effective from 23
February 2023. As a result, the Company has 63,091,461 consolidated Shares in issue and the authorised share
capital of the Company remains at HK$1,000,000,000, which is divided into 100,000,000,000 ordinary shares.
Also, pursuant to the terms of the instrument of the outstanding New 2022 Convertible Bonds, and New 2023
Convertible Bonds, the conversion prices of the convertible bonds and the number of new Shares to be issued
upon exercise of the conversion rights attached to the outstanding convertible bonds has been adjusted in the
following manner with effect from 23 February 2023.

Immediately before the Capital Immediately after the Capital
Reorganisation becoming Reorganisation becoming
effective effective
Number of Number of
Existing Shares New Shares
to be allotted to be allotted
and issued upon and issued upon
exercise of all exercise of all
the conversion Existing the conversion Adjusted
rights under conversion rights under conversion
the Convertible price per the Convertible price per
Bonds Share Bonds New Share
New 2022 Convertible Bonds 966,680,000 HK$0.05 48,334,000 HK$1.0
New 2023 Convertible Bonds 2,784,700,000 HK$0.05 139,235,000 HK$1.0

For details, please refer to the announcements of the Company dated 19 December 2022 and 21 February 2023,
and the circular of the Company dated 20 January 2023.

EVENT AFTER REPORTING PERIOD

Conversion of Convertible Bonds
On 31 January 2023, part of the New 2022 Convertible Bonds at a conversion price of HK$0.05 per share with
principal amount of HK$5,000,000 had been converted into 100,000,000 new ordinary shares of the Company.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE ("ESG") REPORT

ABOUT THIS REPORT

Overview

This ESG report of the Group for the year ended 31 December 2022 covers environmental and social subject
areas in accordance with the requirements of Environmental, Social and Governance Reporting Guide stated
in Appendix 20 of the GEM Listing Rules (the “ESG Reporting Guide"). Corporate governance is addressed
separately in the Corporate Governance Report.

Scope of the report
This report endeavours to present a balanced representation of the Group’s environmental and social
performance and covers the entire operations of all entities in the Group.

The content of this report is defined through a process to determine ESG management approach, strategy,
priorities and objectives relating to the Group's operations, to describe our management, measurement and
monitoring system employed to implement ESG strategy, and to disclose our key policies, compliance with
relevant laws and regulations, our performance, and key performance indicators (“KPlIs").

Reporting Principles
This report follows the ESG Reporting Guide and applies the following principles:

Reporting principles Application in this report

Materiality The Group's stakeholders are engaged in the identification of
ESG issues that matter most from their perspectives. The Group
assessed the materiality of those ESG issues based on the
corresponding risks posed on the sustainability on the Group's
businesses. Material ESG issues were identified and prioritized
and are disclosed in this report.

Quantitative Information on the standards, methodologies, assumptions and/or
calculation tools used, and source of conversion factors used, for
the reporting of emissions/energy consumption, where applicable,
are disclosed in the respective sections in this report.

Consistency Unless stated otherwise, the Group applies consistent
methodology in compiling the ESG data reported to ensure
meaningful comparison of ESG performance over time and
between entities. Any change in methods or KPIs used is
explained.

Approved by the Board of Directors

The Board has overall responsibility for the Group's ESG strategy and reporting. The Board is responsible for
evaluating and determining the Group’s ESG-related risks, and ensuring that appropriate and effective ESG risk
management and internal control systems are in place. The ESG report was approved by the Board on 21 March
2023.
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ENVIRONMENTAL AND SOCIAL SUBJECT AREAS OF THE GROUP

About the Group

The Group is principally engaged in the provision of short-term financing services. The Group mainly operates
in the PRC and Hong Kong. Particulars of the Group's principal subsidiaries are set out in Note 18 to the
consolidated financial statements for the year ended 31 December 2022.

Strategies

Environmental and social responsibilities are viewed as the Group’s core commitment to environment, internal
workplace, and external community, and an integral part of the Group's practice to create value for stakeholders.
Our strategy is to fulfil the Group's environmental and social responsibilities through achieving environmental and
social objectives during daily operations.

Objectives
We integrate environmental and social considerations into the Group’s business objectives to achieve:

Environmental objectives:

e Add environmentally friendly elements to our daily service and operation activities;
® Reduce greenhouse gas emissions;

e Use energy and resources efficiently; and

e Continuously improve waste management

Social objectives:

® Respect employees’ rights and promote an equal opportunity workplace;

e Commit to occupational safety and health, and provide a safe and healthy workplace;
e Commit to ethical business practices, and build integrity within the workplace; and

* Promote community participation

Approach
Monitored by the Board of Directors, the Group is executing its environmental and social strategy and achieving
its related objectives through a series of actions and commitments:

e Embed environmental and social objectives into business processes including decision making process;
e Establish and document environmental and social policies for management and staff members to follow;
e Comply with environmental and social laws and regulations;

e Report our performance on a balanced picture;

e Disclose KPIs as measurement of actual results;

e Ensure appropriate and effective ESG risk management and internal control systems are in place; and

® Practise corporate citizenship in things we do
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ENVIRONMENTAL AND SOCIAL SUBJECT AREAS OF THE GROUP (continued)

Approach (Continued)

Environmental and social management system comprises:

e The direction from the Board to fulfil the ESG responsibilities;

e Daily execution of environmental and social strategy and achieving its objectives by management;

e Performance and achievements done by employees in accordance with the Group's environmental and social
policies;

e Compliance with environmental and social laws and regulations;

e Review and monitoring of ESG risks management and internal control systems by the Board; and

e Reporting and disclosure of our performance and KPls

Measures for the achievement of environmental and social objectives are:

e Environmental policies;

e Social policies;

e Checklists for the compliance with applicable environmental and social laws and regulations;

e Requiring documentation for the performance and accomplishment of environmental and social related
activities or matters; and

e Data collection, calculation, and disclosure of KPls

The implementation of environmental and social strategies, management of environmental activities, and
measurement of achieving environmental and social objectives are monitored by dedicated managerial staff
members and finally by the Board for its overall ESG responsibility.

To demonstrate our commitment to transparency and accountability, the Company has established an ESG
working group, which has clear terms of reference that set out the powers delegated to it by the Board.

STAKEHOLDER ENGAGEMENT AND MATERIALITY

Stakeholder engagement is a key success factor in formulating our environmental and social strategy, defining
our objectives, assessing materiality, and establishing policies. Our key stakeholders include customers, suppliers
or service providers, employees, business allies, competitors, management, and shareholders. We continue
to interact with our stakeholders on an ongoing basis in order to identify and collect their expectations and
concerns regarding significant ESG related matters of the Group's businesses, which are evaluated, prioritized and
incorporated into our ESG strategy, including the setting of practicable ESG targets. Our communication channels
with our stakeholders include company website, annual general meeting, staff meetings and supplier meetings.

Based on the stakeholder engagement, we have identified issues with significant environmental and social impact
and issues concerning stakeholders. The results of materiality assessment prioritised stakeholder inputs and made
us focused on the material aspects for actions, achievements and reporting. We present below the relevant and
required disclosure.
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GENERAL DISCLOSURE AND KPIS

A. Environmental
The Group recognises the value of a practice to protect the natural environment for the benefit of humans.
We are committed to doing everything we can to reduce the degrading of the biophysical environment.

Aspect A1l: Emissions
Emissions refer to air and greenhouse gas emissions, discharges into water and land, and generation of
hazardous and non-hazardous waste.

Emissions disclosed as KPIs are calculated based on the consumption data collected and applicable emission
factors. Since certain emission factors of the PRC are not accessible or updated from official sources, we have
applied relevant emission factors which are available from recognised or reputable sources. If certain emission
factors of the PRC are not available, available consumption data collected, waste produced, or emission
measured is disclosed.

e Air and Greenhouse Gas Emissions
Air emissions include NOX, SOX, and other pollutants regulated under national laws and regulations.
Greenhouse gases include carbon dioxide, methane, nitrous oxide, hydrofluorocarbons, perfluorocarbons
and sulphur hexafluoride.

— Air and Greenhouse Gas Emissions from Production
In view of the Group's business nature, there were no air and greenhouse gas emissions from
production.

— Air and Greenhouse Gas Emissions from Vehicles
The Group believes that green transportation brings benefits, which include reduction of
transportation costs and reduction of energy consumption and pollution. As such, the Group
encourages optimising transportation routes, high filling rate or carpooling and proper tire pressure
to achieve efficiency.

The Group reminds employees to consider environmental impact in their commuting decisions to
reduce air and greenhouse emissions. Employees are encouraged to take public transportation as
often as possible and select fuel-efficient vehicles. While employees are driving, it is suggested to
avoid unnecessary acceleration or deceleration, close windows when the vehicle is travelling at high
speed, and only use air-conditioning when it is necessary.
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GOVERNANCE ("ESG") REPORT

GENERAL DISCLOSURE AND KPIS (continued)

A. Environmental (Continued)
e Air and Greenhouse Gas Emissions (Continued)
— Air and Greenhouse Gas Emissions from Vehicles (Continued)
KPI' A1.1 Emissions from vehicles

2022 2021

Types of emissions (9) (g9)
NO, 478 1,002
SO, - PRC operation 34 94
Particulate Matter ("PM") 151 317
Hydrocarbons (“HC") — PRC operation 1,471 3,089
Carbon Monoxide (“CO") — PRC operation 12,297 25,818

KPI'A1.2 Greenhouse gas (“GHG") emissions in total
GHG emissions in total are 68 tonnes for the year ended 31 December 2022 (2021: 88 tonnes), which
includes scope 1, scope 2, and scope 3 emissions as disclosed below. GHG intensity for the year

ended 31 December 2022 is 1.40 tonnes/per employee (2021: 1.34 tonnes/per employee).

KPI A1.2 Scope 1 - Direct emissions from operations that are owned or controlled by the Group

Main categories of Scope 1 emissions: GHG emissions from mobile combustion sources

2022 2021

Types of emissions (kg) (kg)
Carbon Dioxide ("CO,") 5,231 14,283
Methane (“CH,") 26 55
Nitrous Oxide (“"N,O") 156 328
Total GHG emissions 5,413 14,666
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GENERAL DISCLOSURE AND KPIS (continued)
A. Environmental (Continued)
Air and Greenhouse Gas Emissions (Continued)

Indirect Greenhouse Gas Emissions from Electricity Consumption

Electricity consumption of the Group is a major part of its greenhouse gas emissions. Various
electricity-saving policies have been established to reduce the electricity consumption by the Group.
The Group encourages staff members to switch off light during daytime, maintain lamps well to keep
clean, and install energy-efficient lighting. Air conditioning is required to be set at no lower than 25°C.
It is also required to ensure the windows and doors are closed while air-conditioning is on, and turn
off the air-conditioning after office hours or after the usage of a meeting room.

KPI' A1.2 Scope 2 — Energy indirect emissions resulting from the generation of purchased or acquired
electricity, heating, cooling and steam consumed within the Group

Main sources of Scope 2 emissions: Electricity purchased from power companies

2022 2021

Types of emissions (kg) (kg)
CO2 equivalent emission 61,130 63,034
Total GHG emissions 61,130 63,034

Indirect Greenhouse Gas Emissions from Paper Waste Disposed at Landfills

In order to address indirect emissions relating to paper waste deposited at landfills, the Group
encourages employees to apply computer technology such as emails and storage devices to reduce
paper consumption, print on both sides of a sheet of paper, avoid unnecessary printing or copying
on paper, and adjust documents and use space efficiency formats to optimise use of paper, and put
recycling boxes near the photocopiers to collect single-sided paper for reuse and used double-sided
paper for recycling.

To reduce paper usage, we have incorporated the principles of the “3Rs” (Reduce, Reuse, and
Recycle) into our business activities. We target to establish a paperless office by using electronic
administrative platforms and communication channels to our staff as well as customers whenever
possible.
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GENERAL DISCLOSURE AND KPIS (continued)
A. Environmental (Continued)
e Air and Greenhouse Gas Emissions (Continued)
— Indirect Greenhouse Gas Emissions from Business Travel by Employees
The Group constantly reminds employees to consider environmental impact in their commuting
decisions to reduce air and greenhouse gas emissions. Employees are encouraged to take public
transportation as often as possible.

The Group recognises the severity of indirect greenhouse gas emissions from business travel by
employees, and requires employees to utilise teleconference instead of overseas meetings and
choose railway rather than via air for short distance travel where possible to reduce the carbon

footprint of business travel.

KPI' A1.2 Scope 3 — All other indirect emissions that occur outside the Group, including both upstream
and downstream emissions

Activities from which indirect GHG emissions arise:

2022 2021

® Paper waste disposed at landfills - Hong Kong office
Types of emissions (kg) (kg)
CO, equivalent emission 874 180

e Electricity used for processing fresh water and sewage by
government departments

Types of emissions (kg) (kg)
CO, equivalent emission 2 9

e Business air travel by employees

Types of emissions (kg) (kg)
CO2 equivalent emission 998 10,582
Total GHG emissions 1,874 10,771

For the PRC operation, total paper waste disposed for the year ended 31 December 2022 is 221 kg
(2021: 213 kg).
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GENERAL DISCLOSURE AND KPIS (continued)

A. Environmental (Continued)

Discharges into Water and Land
The Group requires that discharges, if any, into waterways and land must comply with relevant laws and
regulations.

Generation of Hazardous Waste and Non-hazardous Waste
Our internal guidance encourages employees to handle office waste generated in a proper and
environmentally friendly manner.

- Hazardous Waste
Hazardous wastes are those defined by national regulations. Hazardous wastes are required to be
collected by recycling companies and labelled properly with sealed packaging.

KPI' A1.3 Total hazardous waste produced and intensity
There was no significant hazardous waste generated in view of the Group's business nature.

- Non-hazardous Waste
We promote waste reduction practices including waste reduction at source, reuse, clean recycling,
recover and reduction of disposal at landfills. Employees are encouraged to purchase supplies or
equipment with longer life-span, to install recycling bins to collect recyclables, such as waste paper,

glass or aluminium bottles, metal, and plastics, and to have recyclers to collect recyclables.

KPI A1.4 Total non-hazardous waste produced and the intensity

2022 2021

(Tonnes) (Tonnes)

Non-hazardous waste produced — Landfill 0.10 0.11
Non-hazardous waste produced — Landfill or Incineration 1.11 1.03
Non-hazardous waste produced — Recycled 0.20 0.17
Total non-hazardous waste produced 1.41 1.31
(Tonnes/ (Tonnes/

per employee) per employee)

Non-hazardous waste intensity 0.03 0.02
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GENERAL DISCLOSURE AND KPIS (continued)

A. Environmental (Continued)

24

Generation of Hazardous Waste and Non-hazardous Waste (Continued)
KPI' A1.5 Description of measures to mitigate emissions and results achieved

In accordance with policies stated above for the reduction of air and greenhouse gas emissions from
vehicles, the Group adopts the following measures: control the numbers of vehicles owned by the Group;
control the frequency of employees not to take public transportation for local business commuting; and
control the volume of business travel by employees. We consider such measures had been achieved for
the year ended 31 December 2022.

KPI' A1.6 Description of how hazardous and non-hazardous wastes are handled, reduction initiatives and
results achieved

Non-hazardous wastes are preferred to be recycled, otherwise, they are sent for landfill or incineration. In
accordance with policies stated above for the reduction of non-hazardous wastes, the Group adopts the
following measures: control the commercial wastes generated by employees; control the waste of papers;
control the volume of non-hazardous waste going direct to landfill or incineration without recycling. We
consider such measures had been achieved for the year ended 31 December 2022.

Compliance with Relevant Laws and Regulations that Have a Significant Impact on the Group
For the year ended 31 December 2022, there were no confirmed non-compliance incidents or grievances
in relation to air and greenhouse gas emissions, discharges into water and land, and generation of
hazardous and non-hazardous waste that would have a significant impact on the Group.

Aspect A2: Use of Resources
The Group recognises that efficient use of resources, including energy, water and other raw materials, in

production, storage, transportation, buildings, electronic equipment, etc., is one of the significant aspects to
protect environment.

Efficient Use of Energy

The Group established policies and procedures to reduce energy consumption in the facility, to assess
the energy efficiency, to increase the use of clean energy, if possible, to set applicable targets to monitor
energy consumption, and to ensure power is turned off when electrical appliances are not in use.

Electricity is the primary resource we consumed in our daily operations. In order to reduce such

consumption, we have established a policy to monitor the use of energy, promote the procurement of
energy efficient equipment, and require our colleagues to adopt green office practices.
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GENERAL DISCLOSURE AND KPIS (continued)

A. Environmental (Continued)

Efficient Use of Energy (Continued)
KPI'A2.1 Direct and/or indirect energy consumption by type in total and intensity

2022 2021

Direct energy consumption by type (kWh in "000s) (kWh in "000s)
Non-renewable fuel consumed 23 62
Electricity purchased for consumption 71 65
Total energy consumed 94 127

(kWh in "000s/ (kWh in ‘000s/

per employee) per employee)
Total energy consumption intensity 1.93 1.93

Water Consumption

The Group requires employees to reduce water consumption in the offices. For example, employees
are encouraged to fully empty any containers before washing, to turn off water taps promptly, to check
faucets and pipes for leaks, and to adopt water saving appliances.

KPI' A2.2 Water consumption in total and intensity

2022 2021

(Cubic metres) (Cubic metres)
Annual water consumed 538 608
(Cubic metres/ (Cubic metres/
per employee) per employee)
Water consumption intensity 10.98 9.21

KPI' A2.3 Description of energy use efficiency initiatives and results achieved

The Group’s ability to use energy efficiently can be revealed by its intention and measures for the
reductions in energy consumption. Energy consumption has a direct effect on the environmental footprint
of the Group, its operational costs, and exposure to certain risks (e.g. fluctuations in energy supply and
prices). The Group’s policies and measures specific to managing energy use have been stated above.
We consider such policies had been adopted and measures had been achieved for the year ended 31
December 2022.
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GENERAL DISCLOSURE AND KPIS (continued)

A.

26

Environmental (Continued)

*  Water Consumption (Continued)
KPI A2.4 Description of whether there is any issue in sourcing water that is fit for purpose, water efficiency
initiatives and results achieved

The Group's ability to use water efficiently can be revealed by its intention and measures for the
reductions in water consumption. Water consumption has a direct effect on the environmental footprint of
the Group, its operational costs, and exposure to certain risks (e.g. reliance on sources of water that may
be considered sensitive due to their relative size or function; or status as a possibly rare, threatened, or
endangered system; or to their possible support of a particular endangered species of plant or animal).
The Group's policies and measures specific to water use have been stated above. We consider such
policies had been adopted and measures had been achieved for the year ended 31 December 2022.

e Efficient Use of Raw Material and Packaging Material
No significant raw material or packaging material waste was generated in view of the Group's business
nature.

KPI' A2.5 Total packaging material used for finished products and, if applicable, with reference to per unit
produced

The disposal of products and packing materials at the end of a use phase is a steadily growing
environmental challenge, tracking the use of packaging materials is to reduce, reuse and/or recycle the
packaging materials. As mentioned above, no significant raw material or packaging material waste was
generated in view of the Group's business nature.

Aspect A3: The Environment and Natural Resources

The Group is committed to reducing the operation impacts on environment and natural resources. Policies are
established to consider the actual impacts on environment and natural resources and to reduce such impacts.
We encourage environmental education and advocacy among employees to motivate environmentally
responsible behaviour which helps fulfil the Group’s commitment to minimising its adverse impacts on the
environment.

KPI' A3.1 Description of the significant impacts of activities on the environment and natural resources and the
actions taken to manage them

We understand that our performance in respect of emissions, waste production and disposal, and use
of resources impacts the environment, we endeavour to minimise such impacts, and communicate our
environmental policies, measures, performance, and achievements to our stakeholders. No significant impact
on the environment and natural resources was caused in view of the Group's business nature. Policies and/or
measures adopted in the year ended 31 December 2022 specific to managing potential impacts of activities
on the environment and natural resources are mentioned above.

Capital Finance Holdings Limited Annual Report 2022



ENVIRONMENTAL, SOCIAL AND
GOVERNANCE ("ESG") REPORT

GENERAL DISCLOSURE AND KPIS (continued)

A. Environmental (Continued)
Aspect A4: Climate Change
The Group mainly engages in financial services business which does not involve production. The increase in
temperature may lead to an increase in the energy consumption of the Group's offices and branches. The
Group will continue to monitor the potential risks of climate change and its impacts on the Group’s operations
and customers, and devise and implement preventive and emergency measures accordingly. Besides, the
Group will continue its efforts to control energy consumption and carbon emissions.

B. Social
The Group strives to fulfil its social responsibilities as a corporate citizen of communities. We endeavour to
establish harmonious relationship with our employees, customers, suppliers or service providers, business
allies, competitors and the communities. We care about the well-being and development of employees,
ensure high standard of service responsibility, enhance transparent relationship with external parties,
including customers, suppliers or service providers, business allies, competitors, and contribute to our
community development.

Employment and Labour Practices

Aspect B1: Employment

The Group established employment policies, including compensation and dismissal, recruitment and promotion,
working hours, rest periods, equal opportunity, diversity, anti-discrimination, and other benefits and welfare.

* Compensation and Dismissal
The Group offers competitive remuneration to attract and retain talented staff members. Remuneration
packages are reviewed periodically to ensure consistency with employment market. Laws and regulations
on minimum wage and statutory social benefits are required to be followed. Dismissal is required to comply
with employment laws and regulations, and to follow the internal policies and procedures, including policy
on prevention of dismissal purely on employees’ gender, marital status, pregnancy, disability, age or family
status.
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GENERAL DISCLOSURE AND KPIS (continued)

B. Social (Continued)

Employment and Labour Practices (Continued)

e Recruitment and Promotion
The Group attracts talent through fair, flexible and transparent recruitment strategy. Recruitment process
includes application for recruitment, description of position, collection of job applications, interview,
selection, approval, and job offering. Promotion is based on performance and suitability.

KPI B1.1 Total workforce by gender, employment type (for example, full-time or part-time), age group and
geographical region

As at 31 December 2022, the Group had a total of 49 employees (2021: 66 employees). The human resources
structure of the Group was relatively stable. Meanwhile, the workforce composition of the Group was also

considered to be more balanced and diverse in terms of gender and age.

Workforce indicators

2022 2021

Number of employees

By gender
Female 27 36
Male 22 30
By age group
Below 30 2 8
30 to 50 42 49
Above 50 5 9
By region
Hong Kong 8 7
PRC 41 59
By employment contract
Permanent 45 62
Temporary/Part-time 4 4
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Workforce by Location and by Gender as at Year End
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GENERAL DISCLOSURE AND KPIS (continued)

B.

Social (Continued)

Employment and Labour Practices (Continued)

30

Recruitment and Promotion (Continued)
KPI B1.2 Employee turnover rate by gender, age group and geographical region
Employee turnover indicators

2022 2021

Number of employee turnover

By gender

Female 8 2

Male 9 5
By age group

Below 30 3 1

30 to 50 12 4

Above 50 2 2
By region

Hong Kong 2

PRC 15 7
By employment contract

Permanent 17 7

Temporary/Part-time - i,

Employee turnover rate (%)

By gender
Female 30% 6%
Male 41% 17%
By age group
Below 30 150% 13%
30 to 50 29% 8%
Above 50 40% 22%
By region
Hong Kong 25% -
PRC 37% 12%

During the year ended 31 December 2022, a total of 17 employees (2021: 7 employees) left the Group,
representing total turnover rate of employees of 35% (2021: 11%).

Working Hours, Rest Periods, Benefits and Welfare

Employees’ working hours, rest periods, benefits and welfare, including mandatory provident fund and social
security benefits, are required to be in compliance with employment or labour laws and regulations. Selected
benefit programs, including medical coverage, are also provided.
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GENERAL DISCLOSURE AND KPIS (continued)
B. Social (Continued)
Employment and Labour Practices (Continued)

Equal Opportunities, Diversity and Anti-discrimination

The Group is an equal opportunity employer. We endeavour to provide a fair workplace for employees and
follow the principles of equality and non-discrimination. Recruitment, remuneration, promotion, and benefits
are required to be handled based on objective assessment, equal opportunity and non-discrimination
regardless of gender, race, age, or other measures of diversity.

Compliance with Relevant Laws and Regulations that Have a Significant Impact on the Group

For the year ended 31 December 2022, there were no confirmed non-compliance incidents or grievances
in relation to compensation and dismissal, recruitment and promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other benefits and welfare that would have a significant impact
on the Group.

Aspect B2: Health and Safety

The Group is committed to maintaining a healthy and safe workplace for employees, and to preventing workplace
injuries and illnesses. Safety inspections and spot checks across all departments were conducted periodically to
review the safety and health issues.

Providing a Safe Working Environment

The Group requires entities to establish and document policies and procedures on safety for employees
to follow, set targets for the safety of employees, monitor the safety performance against the targets
periodically, and report any safety incidents to management.

We are committed to maintaining a safe and hygienic workplace by regularly monitoring the physical
conditions of our offices including with regards to cleanliness, indoor air quality, pest controls, security, fire
precautions, etc.. Masks are required to be provided to employees when haze occurs or respiratory virus
spreads. Physical examination of employees in Beijing is required to be arranged each year by the Group for
preventing infectious diseases and occupational diseases.

Protecting Employees from Occupational Hazards

One of the key factors for successfully protecting employees from occupational hazards is to train employees
to protect themselves from psychological and physical hazards. The Group encourages such training to be
delivered to employees.

Work-life Balance
The Group supports employees to enjoy leisure and sports activities outside of workplace, with the aim of
enhancing work-life balance, personal development and sense of belonging among employees.

KPI B2.1 Number and rate of work-related fatalities occurred in each of the past three years including the

reporting year

No work-related fatalities occurred in the Group in each of the past three years including this reporting year.

KPI B2.2 Lost days due to work injury

No lost days due to work injury incurred in the Group for the year ended 31 December 2022 (2021: Nil).
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GENERAL DISCLOSURE AND KPIS (continued)

B. Social (Continued)

Employment and Labour Practices (Continued)

* Compliance with Relevant Laws and Regulations that Have a Significant Impact on the Group
For the year ended 31 December 2022, there were no confirmed non-compliance incidents or grievances in
relation to providing a safe working environment and protecting employees from occupational hazards that
would have a significant impact on the Group.

Aspect B3: Development and Training
The Group is committed to providing adequate training to our employees to improve their knowledge and skills
for discharging duties at work. Training includes vocational training courses provided internally or externally.

* Employee Development
The Group requires employees to attend internal and external training courses including employee continuing
education to improve employees’ knowledge and skills for their job positions.

e Training Activities
The Group has its internal policy on staff training that covers human resource development and training
system, training plan and execution, evaluation of training results, costs, trainer management, and
responsibilities.

Training and development courses are offered throughout the Group to upgrade employee skills and
knowledge. Our training programs are tailored to the needs of different job functions to strengthen the
skills and abilities of our employees. Training topics vary from updates on rules and regulations, technical
knowledge, management skills to customer services standards. Furthermore, on-job training including
coaching by supervisors is offered to our staff in order to maintain and enhance our work quality. We also
encourage our staff to discuss their learning plans with their supervisors during their performance evaluation
process and we provide financial subsidies for employees to attend external training courses, where
appropriate. All new employees are required to undergo trainings regarding the corporate culture, basic
guidelines, policies and procedures, safety, basic knowledge about the Group's operations and systems, etc..
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GENERAL DISCLOSURE AND KPIS (continued)
B. Social (Continued)
Employment and Labour Practices (Continued)
e Training Activities (Continued)
KPI B3.1 The percentage of employees trained by gender and employee category (e.g. senior management,

middle management)

Development and training indicators

2022 2021
Total number of 