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-BUSINESS PROFILE
EHBN

Renco Holdings Group Limited (the "Company”) and its
subsidiaries (together with the Company, the “Group”) are
principally engaged in (a) the manufacture and sales of a broad
range of printed circuit boards (“PCBs”), (b) the carrying out
of treasury investments, including investment in securities and
other related activities, and (c) the rendering of financial services
including asset management, investment and other consultancy
related services.
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Dear Shareholders,

| am pleased to present the consolidated annual results of the
Group for the year ended 31 December 2021 (the “Year”).

BUSINESS REVIEW

As we moved towards the end of last year, we have generally
recovered the price level we have since lost during the period
from January to August last year from most of our major
customers but we have suffered substantial loss during the said
period as price increase needed to be done gradually. Despite
this achievement, unfortunately the worldwide shortage of chips
have started in the last quarter of 2021 and is still continuing.
This has caused some of our major customers, especially in the
automobile sector, to cut back their order loading as they are
unable to get sufficient supplies of chips in order to fulfil their
production. This downturn continued in the first and second
quarter of this year and it seems the chips shortage will not
improve until the end of this year.

Going forward, as the European economy may be affected if
the current Russian-Ukrainian war does not end in the short
term, there will be uncertainties in our business because some
of our major customers are located in Europe. To mitigate this
uncertainties, efforts are being made to obtain more businesses
domestically and in Asia as well.
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Chairman’s Statement

EFRERE

For treasury investments segment and financial services segment
of the Group, the financial results of which unfortunately
continued to suffer a significant loss during the Year mainly due
to (i) the provision for impairment losses on several overdue
receivables arising from the financial assistances provided by the
Group (the “Overdue Financial Assistances”) and additional
provision for impairment losses on certain overdue receivables
under the litigation proceedings on the Overdue Financial
Assistances caused by the current worldwide capital market
fluctuations and the adverse impacts of the COVID-19 outbreak;
and (ii) the substantial fair value losses arising from the adverse
market price movements in the listed securities held by the
Group at the fair value through its profit and loss. Meanwhile,
the regulated activities under section 127(1) of the Securities
and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) (the “SFO") in Hong Kong and the People’s Republic
of China (the "PRC") and the corporate restructuring business
are facing difficulties in developing their businesses under such
complicated and challenging situations during the Year.

OUTLOOK AND PROSPECTS

Surrounded by the unstable investment environment and
financial market, the board (the “Board”) of directors (the
“Directors”) and the management of the Company considered
that the Group should continue to concentrate more on
improving the risk management and control and compliance
management in relation to the inflow of sustainable returns
while exploring the opportunities in assets management
and other financial services related businesses, and also on
enhancing the recoverability of the transactions and maintaining
sufficient level of cash flow.

Considering the strategic upgrade and the implementation of
new strategic plan due to the changes in the major shareholders
of the Company (the “Shareholders”), the Group has been
actively diversifying its business and will continue to better
utilize its available resources to develop and upgrade the
traditional manufacturing business in PCBs, to maintain the
treasury investments and financial services, and to explore the
scope of business for identifying new investment and business
development opportunities, including, but not limited to,
the broad application of artificial intelligence technology in
telecommunications, the construction of intelligent cities and
financial technology.
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Due to the COVID-19 outbreak, a series of precautionary and
control measures have been implemented across the PRC
and Hong Kong since January 2020 which caused temporary
disruption in the Group's business. Following the development
of the COVID-19 outbreak and recent regulations and policies
released by the SAR government of Hong Kong, it is anticipated
that the travelling arrangement between the PRC and Hong
Kong may not be resumed in the short time and the sales and
operations of the manufacturing segment and financial services
segment of the Group may not possibly be restored gradually in
the year of 2022.

As at the date of this report, the Group has acknowledged the
material effect on the financial results of the Group caused
by the COVID-19 outbreak which may continue to hinder
the repayment of the debts from the borrowers of the loans
and issuers of the bonds to the Group in the coming vyears,
resulting in additional provision for impairment loss for the loan
receivables and note receivables. The Group will actively place
utmost importance on pandemic prevention and control,
closely monitor the day-to-day operations and management
of businesses to reduce the adverse impacts on the Group's
operations and financial performance caused by the pandemic.

and

APPRECIATION

On behalf of the Board, | would like to express my sincere
appreciation to the management team and all staff for their
dedication and commitment to make valuable contributions to
the Group during the Year and to thank all our shareholders
of the Company (the “Shareholders”), business partners and
customers for their continuous support. With our combined
we are looking forward to overcoming all those
challenges and to achieving the Group’s success in the years to
come.

efforts,

Li Yongjun
Chairman and Non-executive Director

Hong Kong, 31 May 2022

Chairman’s Statement
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-MANAGEMENT DISCUSSION AND ANALYSIS

EEEwmRDH

FINANCIAL PERFORMANCE

For the Year, the Group recorded a total revenue of HK$535.43
million, representing an increase of approximately 92.89% as
compared with the total revenue of HK$277.58 million for the
corresponding year in 2020. Such an increase in revenue was
mainly due to the increase in sales volume from manufacturing
segment of the Group and a reduction of loss attributable to
the treasury investments segment. The total revenue of the
Group for the Year represented by the manufacturing segment
amounted to HK$551.76 million (2020: HK$461.03 million).
The loss for the Year represented by the treasury investments
segment was HK$16.33 million (2020: HK$183.45 million).

The Group reported a loss before income tax of approximately
HK$390.42 million (2020: HK$1,036.99 million), which
was mainly attributable to the unrealised fair value losses
on financial investments held for trading through profit or
loss (“FVTPL"”) of approximately HK$57.27 million (2020:
HK$256.53 million) and the impairment losses on trade
receivables, other receivables, loan receivables and note
receivables of HK$244.83 million in total in respect of the Group
(2020: HK$308.12 million).

Loss attributable to owners of the Company for the Year
amounted to approximately HK$451.59 million, as compared
with the loss attributable to owners of the Company of
approximately HK$1,029.97 million for the corresponding year
in 2020. Basic loss per share attributable to owners of the
Company for the Year was approximately 20.45 HK cents, as
compared with that of 46.65 HK cents for the corresponding
year in 2020.
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FINAL DIVIDENDS

The Board has resolved not to recommend any declaration of
final dividend payment for the Year (2020: Nil).

BUSINESS REVIEW

Manufacturing business

During the Year, the principal business of the Group’s
manufacturing segment remained unchanged and was involved
in the manufacture and sale of a wide range of PCBs.

Compared to the revenue for the corresponding year of 2020,
the sales of goods in the Group’s manufacturing segment
increased by approximately 19.68% from approximately
HK$461.03 million in 2020 to approximately HK$551.76 million
in 2021 whereas its gross profit margin increased from 9.45% in
2020 to 10.44% in 2021.

Treasury investments

During the Year, the Group's treasury investments team
continued to make effective use of its available financial
resources in monitoring and making investment/disposal on a
wide variety of financial assets including investments in listed
equity securities, investments in funds, and the provision of
financial assistance to independent third parties.

For the Year, the Group’s treasury investments segment recorded
a loss of approximately HK$314.40 million (2020: HK$926.80
million) in the form of realised and unrealised fair value losses
and interest income. The substantial fair value losses arising
from the adverse market price changes of listed securities held
by the Group were mainly due to the downturn of the Hong
Kong stock market and the downward share price performance
of the individual listed securities held by the Group during the
Year. The provision for impairment losses were arisen as a result
of the increase in credit-impaired receivables of the treasury
investments segment.

Management Discussion and Analysis
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Management Discussion and Analysis

B R

Financial services

Renco Investments Limited (“Renco Investments”) held the
licenses to conduct Type 4 (Advising on Securities) and Type
9 (Asset Management) regulated activities under the SFO
during the Year while Renco Capital Partners Limited (“Renco
Capital”) held the licenses to conduct Type 1 (Dealing in
Securities) and Type 6 (Advising on Corporate Finance) regulated
activities under the SFO from 1 January 2021 to 23 February
2021 respectively. Renco Investments and Renco Capital, which
are both indirect wholly-owned subsidiaries of the Company,
actively participated in asset management, consultancy services,
corporate solution services and debt, asset and shareholding
restructuring business during the last three years.

Due to severe business competition and for cost-saving purpose,
the Board and the management of the Group had determined
to submit a request to cease carrying on Renco Capital’s
businesses in Type 1 (Dealing in Securities) and Type 6 (Advising
on Corporate Finance) regulated activities pursuant to section
195(1)(d) of the SFO. Subsequent to such submission, the Group
received a confirmation letter dated 25 February 2021 from the
Securities and Futures Commission, stating that the licenses
of Renco Capital for Type 1 (Dealing in Securities) and Type 6
(Advising on Corporate Finance) regulated activities under the
SFO were revoked with effect from 24 February 2021.
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Asset management

During the Year, the Group continued to act as a general
partner of several offshore private funds launched by the Group
which were related to investments under the concept of One
Belt One Road (the "OBOR"). Besides, the Group has set up
several offshore private funds (the “HKBridge Funds”) for
investments in listed equity securities investments and unlisted
debt investments.

Due to the global macroeconomic downturn since 2019, some
limited partners of several offshore private funds had withdrawn
their contribution of capital, and the general partners in 2020
carried out a series of restructuring schemes for the relevant
offshore private funds. As at the date of this report, among the
total of 12 investment funds established by the Group, 8 were
related to the OBOR and 4 were related to the HKBridge Funds.
The aggregated amount of assets under management up to the
date of this report was approximately HK$2.62 billion.

The Group had gradually built up its credential in the asset
management business and established a solid foundation
for further development in the years to come. Up to 31
December 2021, the Group made a total sum of original capital
contributions of approximately HK$1.38 billion (2020: HK$1.38
billion) to some of the above funds.

Investment, consultancy and corporation solution
services

For investment, consultancy and corporation solution services,
the Group built up a professional investment team with
investment banking and corporate finance experience and
exposure in order to improve the efficiency and quality of
services.

During the Year, the Group did not engage in any consultancy
and corporate solution services due to the current capital market
fluctuations and the adverse impacts of the COVID-19 outbreak.

Management Discussion and Analysis
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Management Discussion and Analysis

B R

FINANCIAL REVIEW

Liquidity and Financial Resources

The Group generally finances its operations through a
combination of internally generated cash flows, shareholders’
equity and borrowings from banks and the independent third
parties.

As at 31 December 2021, the Group had total equity of
approximately HK$753.92 million (2020: HK$1,189.19 million)
and net debts (trade payables, other payables and accruals,
loan from a related party, loan from a Director, and borrowings
less bank balances and deposits) of approximately HK$1,575.85
million (2020: HK$1,436.74 million),
ratio, defined as net debts over total equity plus net debts, of
67.64% (2020: 54.71%).

representing a gearing

The Group’s net current assets of approximately HK$10.95
million (2020: HK$880.40 million) consisted of current assets of
approximately HK$1,728.54 million (2020: HK$1,972.10 million)
and current liabilities of approximately HK$1,717.59 million
(2020: HK$1,091.70 million),
1.01 (2020: 1.81).

representing a current ratio of

As at 31 December 2021, the Group’s current assets consisted
of approximately HK$36.33 million (2020: HK$28.46 million)
held as bank balances and deposits,
denominated in HK$, US$ and RMB.

which were mainly

The Group’s manufacturing segment’s current assets also
consisted of approximately HK$163.40 million (2020:
HK$123.86 million) held as trade receivables. Debtors turnover
days was approximately 108 days (2020: 98 days).

The Group's inventories increased from approximately HK$55.22
million as at 31 December 2020 to approximately HK$56.70
million as at 31 December 2021. Inventory turnover days in the
Group’s manufacturing segment was approximately 42 days
(2020: 48 days). Trade payables increased from approximately
HK$137.59 million as at 31 December 2020 to approximately
HK$231.20 million as at 31 December 2021. Creditors turnover

days was approximately 171 days (2020: 121 days).
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Interest-bearing Borrowings

The bank loans were secured by certain buildings and right-
of-use assets related to leasehold land, corporate guarantee of
the Company and personal guarantee of a Director during the
Year. As at 31 December 2021, bank loans of approximately
HK$144.42 million (2020: HK$131.86 million) carried fixed
interest rates ranging from 2.36% to 3.85% per annum (2020:
0.85% to 4.35% per annum).

As at 31 December 2021, other loan obtained from an associate
amounting to approximately HK$177.94 million was unsecured,
non-interest bearing and repayable in 2024. The remaining
balance of other loans was secured by equity interests in certain
subsidiaries and an associate of the Group, manufacturing
segment and other trade and loan receivables and financial
assets at FVTPL, bearing interest at a rate for the range of 3%
to 8% per annum (2020: 3% to 8% per annum), of which
HK$672.71 million (2020: HK$200.00 million) and HK$Nil
(2020: HK$478.19 million) were repayable within the next
twelve months and beyond the twelve months respectively.

Apart from the secured borrowings described above, there
were loans advanced by Mr. Cheok Ho Fung (“Mr. Cheok”),
an executive Director, of HK$103.71 million at an effective
interest rate of 7% per annum (2020: 7% per annum) which
are repayable on demand. Furthermore, there was another
loan advanced by Mr. Liu Tingan (“Mr. Liu”), who resigned
as an executive Director and chief executive officer of the
Company on 6 April 2020 but remained to act as director of
various subsidiaries of the Company, for an amount of HK$2.95
million which is non-interest bearing and has no fixed terms
of repayment. The financial assistances provided by Mr. Cheok
and Mr. Liu were connected transactions under Chapter 14A
of the Rules (the “Listing Rules”) Governing the Listing of the
Securities on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). However, they are fully exempted from
the reporting, announcement, and approval from independent
Shareholders requirements pursuant to the Listing Rules because
they are conducted on normal commercial terms or better and
are not secured by the assets of the Group.
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Subscription and/or Holding of Interest in Funds
Set out below are the particulars of the Group’s major
unlisted fund investments:

(a) Partners Special Opportunities Fund I (the

“Partners Fund”)

On 25 January 2017, the Group contributed
HK$200.00 million into the Partners Fund. The
Partners Fund is managed by Grand Highlight
Investments Limited (the “Grand Highlight”)
(whereas Partners Investment Management Limited
tendered its resignation as the manager of the
Partners Fund with effect from 4 September 2019),
with the objective of generating long term capital
appreciation for its investors. The subscription of the
Partners Fund constituted a disclosable transaction
under Chapter 14 of the Listing Rules and further
details of which were set out in the Company’'s
announcements dated 25 January 2017 and 22
October 2019 respectively.

According to the placing memorandum of the
Partners Fund, the investment objective of the
Partners Fund is to generate long term capital
appreciation for its shareholders and the Partners
Fund will seek to achieve its investment objective
primarily by investing in debt securities or equity
securities of both private and listed companies
in Hong Kong or elsewhere or in other financial
instruments as the investment adviser(s) may
determine.
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With reference to the investment objectives of the
Partners Fund and the extensive experience and
skills of the directors of the Partners Fund and the
manager, the Board believes that the subscription of
the Partners Fund will enable the Group to capture
investment opportunities and further diversify the
Group's investment portfolio. The subscription is
also in alignment with the Group’s expansion plan
on carrying out financial investments by investing in
high-yield equity and debt products to maximise the
long-term investment return of the Group.

In August 2019, the Group obtained joint control of
the Partners Fund through the Group’s ownership of
50% equity interest in Grand Highlight. Accordingly,
the Partners Fund had been re-classified under
“Investments in joint ventures” in the Group’'s
consolidated financial statements since then. The
underlying investment in the Partners Fund is a bond
issued by an independent third party of the Group
(the “Bond lIssuer”), the maturity date of which
fell on 20 December 2020. Grand Highlight, the
general partner of the Partners Fund, had approached
the Bond Issuer to attempt for collecting back the
aforesaid investment or to discuss on the extension
arrangement for the bond. As at the date of this
report, both parties were still negotiating certain
terms of arrangement but had not reached consensus
on any arrangement yet.

In the opinion of the management of the Group,
the Group, or together with Grand Highlight, may
conduct debt restructuring arrangement for the
underlying investment of the Partners Fund, and/
or proceed with litigation proceedings against the
Bond Issuer if there is no substantial progress in the
coming months. Further announcement(s) regarding
any significant developments on the investment in
the Partners Fund will be published as and when
appropriate.
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Pursuant to the deed of undertakings and relevant
extension agreement executed on 22 April 2017
between the Bond Issuer and the Group, the Bond
Issuer and its related person as the guarantor should
have paid the Group an extra interest of 8% since
April 2017 (since July 2019: 2%) per annum on the
Group’s contribution to the Partners Fund on or
before 20 December 2020 but such extra interest
was still overdue during the Year. The outstanding
amount of receivables was recorded under the trade
receivables in the consolidated financial statements of
the Group.

Since the current financial performance and the
status of the business operations of the Bond Issuer
for the year ended 31 December 2021 was worse
than that of the previous year, no settlement was
received during the Year and the Bond Issuer was
unable to meet the repayment deadline under the
plan. Default payment by the Bond Issuer caused
significant increase in credit risk on the above trade
receivables when compared with the same of the
previous year. It was therefore considered as credit-
impaired under Hong Kong Financial Reporting
Standard (the "HKFRS"”) 9 as at 31 December 2021.
Accordingly, the management of the Group provided
further significant impairment loss of HK$15.49
million for the trade receivables from the Bond Issuer
and the carrying amount of the trade receivables as
at 31 December 2021 was HK$Nil (2020: HK$15.49
million). The accumulated impairment loss on the
bond receivables held by the Partners Fund amounted
to HK$60.41 million in total.
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(b) Huarong International Fortune Innovation LP

(the “Huarong Fund”)

On 10 April 2017, the Group contributed HK$340.00
million in the Huarong Fund as one of the limited
partners. The Huarong Fund is managed by Huarong
International Capital Limited, an exempted company
incorporated in the Cayman Islands with limited
liability. The net proceeds raised by the Huarong Fund
were used to acquire not more than HK$2.23 billion
of shares in Fullshare Holdings Limited, a company
whose shares are listed on the Stock Exchange
(HKSE Stock Code: 607), and such other assets with
mutual consent by all limited partners of the Huarong
Fund. The contributions made to the Huarong Fund
constituted a disclosable transaction under Chapter
14 of the Listing Rules and further details of which
were set out in the Company’s announcements dated
23 December 2016, 8 December 2017, 11 December
2017, 26 March 2018, 3 July 2018, 2 October 2018,
3 January 2019, 16 August 2019 and 22 October
2019 respectively.

Pursuant to a share charge agreement entered into
on 22 March 2017 with two chargors which were
independent third parties of the Group, 69,120,000
shares in Zall Smart Commerce Group Limited (HKSE
Stock Code: 2098) (the “Zall Shares”) were provided
in favour of the Group’s subscription of interest
in the Huarong Fund as security for the full and
punctual performance of all the secured liabilities.
The Group recognised the fair value of Zall Shares of
HK$293.00 million as derivative financial assets as at
31 December 2018 and disposed of all Zall Shares in
2019.
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(c)

As at 31 December 2021, with reference to the
substantial fair value losses arising from the adverse
market price changes of the listed securities held by
the Huarong Fund, the fair value of the investment
in the Huarong Fund was zero (2020: zero) if the
distribution of the net sale proceeds of the Huarong
Fund was calculated.

The Group together with other plaintiffs filed and
served the statement of claim to the High Court
of Hong Kong on 9 March 2021. As at the date of
this report, the Group was undergoing litigation
proceedings in connection with the Huarong Fund.
Further announcement(s) regarding any significant
developments on the litigation matters will be
published as and when appropriate.

Hong Kong Bridge One Belt One Road Natural
Resource Fund LP (the “Natural Resource Fund”)
On 14 May 2017 and 12 March 2018, the Group
contributed HK$220.00 million and HK$375.00
million respectively in the Natural Resource Fund,
while the Group also acted as the general partner
of the Natural Resource Fund, as the only second-
tier limited partner. Further details of the Natural
Resource Fund were set out in the Company's
announcements dated 14 May 2017, 12 March 2018
and 22 October 2019 respectively.

According to the amended and restated limited
partnership agreement of the Natural Resource
Fund, the primary purpose of the Natural Resource
Fund is to achieve long-term capital appreciation,
principally through investing in equity, equity-related
investments, fixed income securities, debt instruments
and loans in connection with energy, mining or
agricultural businesses, or infrastructure relating to
any of the foregoing.
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In addition to being a general partner, on 16
May 2019, following the withdrawal of the first-
tier limited partner, the Group has become the
only limited partner in the Natural Resource Fund.
According to the accounting policy of the Group,
the investment in the Natural Resource Fund was
derecognised from the financial assets at FVTPL,
and the assets, liabilities and returns of the Natural
Resource Fund had been consolidated into the
Group’s financial statements since then.

At the date when the Group became the only limited
partner (hence being deemed to obtain control) of
the Natural Resource Fund, the Natural Resource
Fund (i) had a loan receivable from an independent
third party of HK$220.00 million with interest
rate of 6% per annum; and (ii) held a bond with
principal amount of HK$375.00 million issued by an
independent third party, which was interest-bearing
at 10% per annum and whose maturity date fell on
12 September 2020 (the “Bond 1”). The carrying
amount of Bond | was recorded as note receivables of
approximately HK$412.00 million in the consolidated
financial statements as at 31 December 2019.

Facing the adverse impacts brought by the current
worldwide capital market fluctuations and the
COVID-19 outbreak, the Group had partially
withdrawn the contribution of HK$220.00 million
from the Natural Resource Fund on 29 May 2020 and
received a distribution in kind of the loan receivables
with carrying amount of HK$231.60 million in total in
order to lower the investment risk, which was offset
with the Group’s borrowing immediately.
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On 29 May 2020, in order to enhance the investment
quality of the fund, the general partner and manager
of the Natural Resource Fund together with that
of the Fixed Income Fund (as defined below) had
decided to adjust the investment strategies and
entered into a series of restructuring and debt
assignment agreements with several funds (the
“"OBOR Funds Restructuring”). Pursuant to the
restructuring and debt assignment agreements,
each of the Natural Resource Fund and the Fixed
Income Fund acquired 50% interest of Hong Kong
Bridge High-Tech Investment Fund, L.P. (the “High-
Tech Investment Fund”) and HKBridge Special
Situation Fund, L.P. (the “Special Situation Fund”)
respectively; and the Natural Resource Fund acquired
100% interest of Hong Kong Bridge One Belt
One Road M&A Fund, L.P. (the "M&A Fund”), by
respectively assigning Bond | and Bond Il (as defined
below) to the original limited partners of the High-
Tech Investment Fund, the Special Situation Fund and
the M&A Fund and became the new limited partners
of these funds. The OBOR Funds Restructuring took
retrospective effect on 1 January 2020.

Details of the investments of the M&A Fund and
the High-Tech Investment Fund are set out in the
paragraphs headed “(e) Hong Kong Bridge One Belt
One Road M&A Fund LP” and “(f) Hong Kong Bridge
High-Tech Investment Fund LP" below respectively.
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Upon completion of the OBOR Funds Restructuring,
each of the capitals of the High-Tech Investment Fund
and the Special Situation Fund had been contributed
as to 50% by the Natural Resource Fund and 50%
by the Fixed Income Fund respectively since 1
January 2020. Subsequently, the Fixed Income Fund
transferred its 50% interest in the Special Situation
Fund to the Natural Resource Fund on 17 July 2020
(such transfer took retrospective effect on 1 January
2020). The Natural Resource Fund has become the
only limited partner of the Special Situation Fund
since then.

With reference to the investment objectives of the
Natural Resource Fund, the general partner continued
to look for a new first-tier limited partner to expand
the fund investing activities. The Board considered
that all the subscriptions of interests in the Natural
Resource Fund were beneficial to the Group and the
Shareholders as a whole, by generating the returns
from medium to long term investments and to
enhance the experience of assets management in the
coming years.

As at the date of this report, the Natural Resource
Fund held 100% interest in the M&A Fund and the
Special Situation Fund respectively as the only limited
partner of each fund.
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(d) Hong Kong Bridge One Belt One Road Fixed

Income Fund LP (the “Fixed Income Fund”)

On 14 May 2017 and 12 March 2018, the Group
contributed HK$220.00 million and HK$375.00
million respectively to the Fixed Income Fund, while
the Group also acted as the general partner of the
Fixed Income Fund, as the second-tier limited partner.
Further details of the Fixed Income Fund were set
out in the Company’s announcements dated 14
May 2017, 12 March 2018 and 22 October 2019
respectively.

According to the amended and restated limited
partnership agreement of the Fixed Income Fund,
the primary purpose of the Fixed Income Fund is to
achieve long-term capital appreciation, principally
through investing in fixed income securities, debt
instruments and loans, including but without
l[imitation to the loans, convertible bonds, fixed
income securities, money market and convertible
securities.

In addition to being a general partner, on 16 May
2019, following the withdrawal of the first-tier
limited partner, the Group has become the only
limited partner in the Fixed Income Fund. According
to the accounting policy of the Group, the investment
in the Fixed Income Fund was derecognised from the
financial assets at FVTPL, and the assets, liabilities
and returns of the Fixed Income Fund have been
consolidated into the Group’s financial statements
since then.
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At the date when the Group became the only limited
partner (hence being deemed to obtain control) of
the Fixed Income Fund, the Fixed Income Fund (i) had
a loan receivable from an independent third party of
HK$220.00 million with an interest rate of 6% per
annum; and (ii) held a bond with principal amount
of HK$375.00 million issued by an independent third
party, which is interest-bearing at 10% per annum
and whose maturity date fell on 12 September 2020
(the “Bond I1”). The carrying amount of Bond I
was recorded as note receivables of approximately
HK$409.00 million in the consolidated financial
statements of the Group as at 31 December 2019.

Facing the adverse impacts brought by the current
worldwide capital market fluctuations and the
COVID-19 outbreak, the Group has partially
withdrawn the contribution from the Fixed Income
Fund to the extent of HK$220.00 million on 29
May 2020 in order to lower the investment risk and
received a distribution in kind of the loan receivables
with carrying amount of HK$230.73 million, which
was offset with the Group’s borrowing immediately.

On 29 May 2020, in order to enhance the quality of
the investments, the general partner and manager
of the Fixed Income Fund decided to adjust the
investment strategies and underwent the OBOR Funds
Restructuring.

Details of the OBOR Funds Restructuring are set out
“(c) Hong Kong Bridge One
Belt One Road Natural Resource Fund LP” above.

in the paragraph headed
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Subsequently, the Natural Resource Fund transferred
50% of its interest in the High-Tech Investment Fund
to the Fixed Income Fund on 17 July 2020 (such
transfer took retrospective effect on 1 January 2020).
The Fixed Income Fund has become the only limited
partner of the High-Tech Investment Fund since then.

With reference to the investment objectives of the
Fixed Income Fund, the general partner continues
to look for a new first-tier limited partner to expand
the fund investing activities. The Board considered
that all the subscriptions of interests in the Fixed
Income Fund were beneficial to the Group and the
Shareholders as a whole, by generating the returns
from medium to long term investments and to
enhance the experience of assets management in the
coming years.

As at the date of this report, the Fixed Income Fund

held 100% interest in the High-Tech Investment Fund
as the only limited partner.
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(e) Hong Kong Bridge One Belt One Road M&A Fund

LP (the “M&A Fund”)

At the date when the Group became the only limited
partner (hence being deemed to obtain control) of
the M&A Fund, the M&A Fund had a loan receivable
from an independent third party of HK$200.00
million which was interest-bearing at 5% per
annum and a further interest-free financing amount
of approximately HK$18.00 million to the same
borrower (the “Borrower”). The maturity dates of
these loans were further extended to 31 December
2022 on 31 December 2021 (the “Loan 1”). The Loan
| was secured by the Borrower’s interest in certain
bonds issued by China Resources and Transportation
Group Limited (“CRTG"”), a company listed on the
Stock Exchange (HKSE Stock Code: 269).

With reference to the investment objectives of
the M&A Fund, the purpose of its activities is
primarily to achieve long-term capital appreciation,
principally through investing in equity or equity-
related investments or fixed income debt
investment or convertible bonds in overseas energy
resources, agriculture, high-tech industry, advanced
manufacturing and service industries and/or other
investments in connection with the foregoing or the
Belt and Road Initiative of the PRC at the discretion of
the general partner.

Upon completion of the OBOR Funds Restructuring,
the Natural Resource Fund has become the only
second-tier limited partner of the M&A Fund. Under
such circumstances and the accounting policy of the
Group, its assets (including the Loan | which was
recorded as loan receivables), liabilities and returns
have been consolidated into the Group’s financial
statements since the Group was the general partner
and the only second-tier limited partner of the M&A
Fund.

(e)
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(7)

The M&A Fund had not received the settlement of
the outstanding amounts due from the Borrower
during the Year as the Borrower was still suffering
from the adverse impacts caused by the COVID-19
outbreak. The recoverable value of the bonds issued
by CRTG as the securities decreased significantly
due to the poor financial performance of CRTG as
disclosed in its interim report 2021 published on 30
December 2021. Having considered the worsened
situation, the general partner and the manager of
the M&A Fund decided to provide further impairment
loss of HK$35.19 million in respect of the Loan |
for the Year according to the HKFRS 9. The carrying
value of the Loan | after the accumulated impairment
loss of HK$100.53 million as at 31 December 2021
amounted to approximately HK$150.80 million (2020:
HK$185.96 million).

Hong Kong Bridge High-Tech Investment Fund LP
(the “High-Tech Investment Fund”)

The High-Tech Investment Fund entered into the
sale and purchase agreement with four independent
third parties to acquire 64,148,063 shares of the
SuperRobotics Shares Batch 3 (as defined below).
Details of the subscription of interest in the High-
Tech Investment Fund were set out in the paragraph
headed “(Il) Subscription and/or Holding of Listed
Securities” under the section headed “Management
Discussion and Analysis” of this report.

On 12 September 2017, the High-Tech Investment
Fund as lender and the Borrower entered into the
loan agreement to lend the total principal amount
of HK$80.00 million with an interest rate of 5% per
annum and further interest-free financing amount of
approximately HK$4.15 million with the expiry dates
of the loans being further extended to 31 December
2022 on 31 December 2021 (the “Loan Il”). The
Loan Il was secured by the Borrower’s interest in
certain bonds issued by CRTG.
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With reference to the investment objectives of
the High-Tech Investment Fund, the purpose of its
activities is primarily to achieve long-term capital
appreciation, principally through investing in equity,
equity-related investments or equivalent, fixed income
securities, debt securities and loans or convertible
bonds in connection with hi-tech industries and/or
other investments in connection with the foregoing
as determined at the general partner’s discretion,
temporary investments and entering into options,
futures and derivatives contracts for the purpose
of hedging the equity, currency and interest rate
exposure for investing in a portfolio of companies.

Upon completion of the OBOR Funds Restructuring,
the Fixed Income Fund has become the only limited
partner of the High-Tech Investment Fund. Under
such circumstances and accounting policy of the
Group, the assets (including the Loan Il which was
recorded as loan receivables), liabilities and returns
of the High-Tech Investment Fund have been
consolidated into the Group’s financial statements
since the subscription of interest in the High-Tech
Investment Fund.

The High-Tech Investment Fund had not received the
outstanding amounts from the Borrower during the
Year. Having considered the worsened situation and
the aforesaid reasons, the general partner and the
manager of the High-Tech Investment Fund decided
to provide further impairment loss of HK$13.64
million in respect of the Loan Il for the Year according
to the HKFRS 9. The carrying value of the Loan Il after
the accumulated impairment loss of HK$38.95 million
as at 31 December 2021 amounted to approximately
HK$58.43 million (2020: HK$72.05 million).
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(g) Hong Kong Bridge Landmark Investment Fund LP

(the “Landmark Fund”)

The capital of the Landmark Fund in the amount of
HK$220.00 million was contributed by the Group
as the only second-tier limited partner since 27
December 2017. The Landmark Fund subscribed for
a bond issued by the Borrower for the total principal
amount of HK$200.00 million with an interest rate
of 5% per annum, together with further interest-
free financing amount of approximately HK$18.00
million on the same date (the “Bond IllI"”). The Bond
Il was secured by the Borrower’s interest in certain
bonds for HK$100.00 million issued by CRTG with the
maturity date of the Bond Ill being further extended
to 31 December 2022 on 31 December 2021. The
subscription of interest in Landmark Fund did not
constitute a disclosable transaction under Chapter 14
of the Listing Rules as all the applicable percentage
ratios under Rule 14.07 of the Listing Rules in
respect of the transaction contemplated under the
subscription were less than 5% as at the date of
subscription.

With reference to the investment objectives of
the Landmark Fund, the purpose of its activities is
primarily to achieve long-term capital appreciation,
principally through investing in convertible debts,
equity securities, equity-related securities, debt
securities, loans as well as engaging in bridge and
mezzanine financing and entering into repurchase
agreements or any other investment in connection
with the foregoing at the general partner’s discretion.

Since the Group was the general partner and the only
second-tier limited partner of the Landmark Fund, its
assets, liabilities and returns had been consolidated
into the Group’s financial statements.
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(h)

The Landmark Fund had not received the outstanding
amounts due from the Borrower during the Year.
After having considered the worsened situation and
the aforesaid reasons, the general partner and the
manager of the Landmark Fund decided to provide
further impairment loss of HK$35.03 million for the
Bond Il according to the HKFRS 9. The carrying value
of the Bond Ill after the accumulated impairment
loss of HK$100.07 million as at 31 December 2021
amounted to approximately HK$150.10 million (2020:
HK$185.10 million).

HKBridge Absolute Return Fund LP (the
“Absolute Return Fund”)

The Absolute Return Fund entered into the sale
and purchase agreement with four independent
third parties to acquire 24,397,946 shares of the
SuperRobotics Shares Batch 2 (as defined below).
Details of the subscription of interest in the Absolute
Return Fund were set out in the paragraph headed
“(Il) Subscription and/or Holding of Listed Securities”
under the section headed “Management Discussion
and Analysis” of this report.

With reference to the investment objectives of the
Absolute Return Fund, the purpose of its activities is
primarily to achieve long-term capital appreciation,
principally through investing in equity securities of
a portfolio of companies in the industry of inflight
wireless network engineering and services with their
main business in Hong Kong, temporary investments
and entering into options, futures and derivatives
contracts for the purpose of hedging the equity,
currency and interest rate exposure for investing in
the portfolio investment.

(h)
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Upon completion of the OBOR Funds Restructuring,
the Group held 100% (2020: 100%) of interest
in the Absolute Return Fund. The unrealised fair
value loss of the equity investments of the Absolute
Return Fund had been consolidated into the Group's
financial statements since the Group obtained the
majority interest in the Absolute Return Fund.

Hong Kong Bridge One Belt One Road
Infrastructure Investment Fund Il LP (the
“Infrastructure Fund Ill”)

The capital of the Infrastructure Fund Il in the
amount of HK$150.00 million was contributed by the
Group as the only second-tier limited partner since 12
March 2018. The Infrastructure Fund Il subscribed for
a bond issued by an independent third party to the
Group, of the total principal amount of HK$150.00
million with an interest rate of 10% per annum (the
“Bond IV") on the same date. The maturity date of
the Bond IV was extended to 12 September 2020.
The subscription of interest in the Infrastructure Fund
[l did not constitute a disclosable transaction under
Chapter 14 of the Listing Rules as all the applicable
percentage ratios under Rule 14.07 of the Listing
Rules in respect of the transaction contemplated
under the subscription were less than 5% at the date
of subscription.

With reference to the investment objectives of the
Infrastructure Fund Ill, the purpose of its activities is
primarily to achieve long-term capital appreciation,
principally through investing in equity, equity-
related investments, fixed income securities, debt
securities or loans in connection with road, railway,
port, sea and inner river transportation, airplane,
energy, electricity, undersea power cable, fiber,
telecommunication or information technology
industries or any other investments in connection
with the foregoing at the general partner’s discretion.

Renco Holdings Group Limited Annual Report 2021

(i

EI—F—BIBESBHTHE &
EEBEAEHEREEN100% (=
TTF 1100%) Hmo BARER
DR ENERESHNBYE D
B EHOREESNRARERNR
BEATEBEEEGHEEAEEY
R CE e

EBIE—#H—BERREREINE R
EBANEZ (ERRERERL
ny)
BEZE—NFE=ZA+ZH®EKR &
EEFEAM—NE_RBREEA
AEREEESIZATIS0.008
BT - ERXHEESNRBELRER
Z2EIE=F (MEHIV)) BITNE
FHoREL4BEEA150.008 8B BT £
%IJ?%m%oﬁ%lvaﬁ FfARER

ZTIEFNB+TIZH RE(LE
MR F4E > BEERIHES
NIRRT A ERARERS > EA
(EMRB)E14.07ERENFRA
BREESLEEERBEHEET
AR 5 R RiEBiE5% o

R ERKMESNNKREESR
EPNETRENEERRPESE
B TEERERENKRAE BRAE
HEANKRE BEWmEES  EH5E
SHALTEEABRNER QK
ik BO B LEMANER R
WoBER > B BEBE M- B
EEE B RMITEHE LA
HMERRERS BB AEER

E o



According to the accounting policy of the Group,
the assets, liabilities and returns of the Infrastructure
Fund Il had been consolidated into the Group's
financial statements.

Upon completion of the OBOR Funds Restructuring,
the Group received the distribution in kind of
subscription of Bond IV and assigned it to offset
the borrowings of the Group in 2020. The carrying
value of the Bond IV amounted to approximately
HK$165.87 million as at 31 December 2019. The
Group remained as the only second-tier limited
partner of the Infrastructure Fund Ill with contribution
amount of HK$1 as at 31 December 2021 (2020:
HK$1).

Goodwill arising from the OBOR Funds Restructuring

Pursuant to the OBOR Funds Restructuring, all parties agreed
to offset the value of distribution in kinds (being the original
investment amount of the underlying assets) with original
amount of capital contribution to the respective funds
regardless of the changes in value of the underlying net assets
of the funds in the past years. In particular, the underlying assets
of High-Tech Investment Fund being the equity investments in
SuperRobotics Shares (as defined below) has suffered significant
fair value losses since they were acquired by the High-Tech
Investment Fund a few years ago. This resulted in the fair value
of the net assets/liabilities of the funds acquired by the Group
on 1 January 2020 becoming smaller than the fair value of
the consideration transferred (i.e. the fair value of receivables
assigned to the original limited partners of the respective funds).

The goodwill arising from the OBOR Funds Restructuring was
allocated to the respective funds, each of which represented
a cash-generating unit, for impairment testing. On 1 January
2020, i.e. the effective date of the OBOR Funds Restructuring,
the recoverable amounts of the funds were determined with
reference to the carrying value of their net identifiable assets/
liabilities with major assets being investments in listed shares
and loan receivables. As a result, an aggregate impairment loss
for goodwill of HK$331.00 million was recognised for the year
ended 31 December 2020.
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() Subscription and/or Holding of Listed Securities

As at 31 December 2021, the Group held financial
assets at FVTPL of approximately HK$120.13 million (31
December 2020: HK$177.40 million) of which the club
debenture of HK$4.27 million was classified as non-current
assets and the listed equity investments of HK$115.87
million (2020: HK$173.13 million) was classified as current
assets in the consolidated statement of financial position

of the Group.

Listed below are the particulars of the Group’s major listed

equity investments:

()]

REEM HEFEELTES

N _E - —F+ZA=+—H &T&EH
RHERATFTEFABGZEMEEN
120.13E 88T (T2 24 1 177.408
BET B RAERBHESTH
RREN FEEEFBLI27TEEBTHE
BIERBEE M LEWRERKE115878
BAT(CEIEE173.1388871T) 9
HARBEE -

TXHEIINFEBZETEETREREZ

B

For the year ended 31 December 2021
HEZS--F+ZB=+-HLEE

Approximate

percentage
of
Cost/ investments
Approximate fair value Market attributable
percentage as at prices as at to the
Number of  of interest 1January  Additions/ 31 December Market Group's total Dividend Disposal Fair value
Notes shares held 2021 (transfer) 2021 value assets received gain/(loss) gain/(loss)
e KRZZ-%F RZZ--fF REM
FiisE#Ez —A-AZ +-B FEEEE HE ATE
REERDGH Mzt BRIABE BOENE mE/ATE 5 =+-BHE mE  AEZHS BHERE W&/ (B8 WE/ (58
(HK$'000) (HK$°000) (HKS) (HK$'000) (HK$'000) (HK$000) (HK$'000)
(F#7) (F#7) (F#7) (F#7) (F#E7) (F#7) (FE7m)
SuperRobotics Holdings Limited
("SuperRobotics")
(HKSE Stock Code: 8176)
(the "SuperRobotics Shares Batch 1") (a) 41,666,666 8.23% 37,500 N/A 0.400 16,667 0.62% N/A N/A (20,833)
BABEERERAR
(AR
(BEBTARIAMNE @ 8176)
(ME—-HBABRERR)) @ 41,666,666 8.23% 37,500 TER 0.400 16,667 0.62% TER TER (20,833)
SuperRobotics
(the "SuperRobotics Shares Batch 2") (b) 64,148,063 12.67% 57,733 N/A 0.400 25,659 0.96% N/A N/A (32,074)
BASE
(B HBABRERR)) (b) 64,148,063 12.67% 57,733 TEE 0.400 25,659 0.96% TEH TER (32,074)
SuperRobotics
(the "SuperRobotics Shares Batch 3") (c) 24,397,946 4.82% 21,958 N/A 0.400 9,759 0.37% N/A N/A (12,199)
0 Ak
E
(TE=HBABRERR)) © 24,397,946 4.82% 21,958 TER 0.400 9,759 037% TEH TER (12,199)
Huarong International Financial Holdings Limited
(HKSE Stock Code: 993)
(the “Huarong Financial ) (@) 237,359,400 2.73% 38,452 N/A 0.196 46,522 1.74% N/A N/A 8,070
ZRERERERERAT
(BEHRTMRAMNG 1 993) (ERER) @ 237,359,400 273% 38,452 TER 0.196 46,522 1.74% TEA TER 8,070
Bank of Gansu Co., Ltd. (HKSE Stock Code: 2139)
(the "Bank of Gansu") (e) 11,506,000 0.30% 17,490 N/A 1.500 17,259 0.65% N/A N/A (231)
HERTRABRAR
(EEBTAROAE:2139) (HERT) @ 11,506,000 0.30% 17,490 ER 1.500 17,259 0.65% ER TER (231)
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(a) SuperRobotics Shares Batch 1

On 23 November 2016, the Group entered into
a placing letter with a placing agent, pursuant
to which, among others, the Group agreed to (i)
subscribe for a total number of 35,416,666 shares
(the “SuperRobotics Shares”) in SuperRobotics at
a subscription price of HK$4.80 per share, whose
shares are listed on the GEM of the Stock Exchange
(HKSE Stock Code: 8176); and (ii) acquire 6,250,000
SuperRobotics Shares from New Cove Limited (a
then substantial shareholder of SuperRobotics)
at a purchase price of HK$4.80 per share. On 5
December and 14 December 2016, the above two
transactions were completed respectively, and a total
consideration of approximately HK$200.00 million
(exclusive of stamp duty, trading fees, transaction
levies and brokerage) was paid out by the Group.
Further details of the subscription and acquisition
of SuperRobotics Shares Batch 1 were set out in the
Company’s announcement dated 23 November 2016.

The principal activities of SuperRobotics are the
provision of engineering products and related services
and the sales of beauty products and provision of
therapy services.
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(b)

The Board noted that the robust development of the
robotic industry in the PRC represents an enormous
potential for market expansion for SuperRobotics
in the future. The construction of intelligent cities
had been in full swing based upon the artificial
intelligence technology. The wide application of
intelligent robotics covered from police use to various
aspects such as services and security. The investment
team of the Group considered that the investment in
SuperRobotics would be expected to generate returns
to the Group after the realisation and the large-scale
expansion of the use of relevant technologies in the
future.

SuperRobotics Shares Batch 2

On 6 December 2019, the Group entered into a deed
of adherence and assignment, pursuant to which the
Group acquired the interest of 75% in the Absolute
Return Fund at the consideration of HK$160.00
million to become one of the limited partners, while
the Group also acted as the general partner and
manager of the Absolute Return Fund. The fair value
of SuperRobotics Shares Batch 2, being the asset/
portfolio investment under the Absolute Return Fund,
as at the date of acquisition amounted to HK$186.03
million. Further details of the Absolute Return Fund
were set out in the Company’s announcement dated
6 December 2019. The Absolute Return Fund has
become an indirect subsidiary of the Group since 6
December 2019 according to the Group’s accounting
policy. Pursuant to the OBOR Funds Restructuring, the
Group further acquired 25% interest of the Absolute
Return Fund during the year of 2020 and became the
only limited partner of the Absolute Return Fund.
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The Absolute Return Fund’s investment objective
was to generate returns by investing all or
substantially all of its assets in the equity securities
of the portfolio companies in the industry of in-
flight wireless network engineering and services as
their main business in Hong Kong (the “Portfolio
Investment |”). The Absolute Return Fund might
choose to invest all or substantially all of its assets in
a single investment. It was therefore possible that the
underlying investments of the Portfolio Investment |
would be concentrated.

With reference to the investment objectives of the
Absolute Return Fund, the Absolute Return Fund
held the Portfolio Investment | in relation to the
broad application of artificial intelligence technology
in telecommunications and the construction of
intelligent cities. The general partner and manager
continued to research on the industry of high and
new technology to expand the fund investing
activities. The Board considered that the subscription
of interests in the Absolute Return Fund was
beneficial to the Group and the Shareholders
as a whole, by generating the returns from the
investments and to enhance the experience of assets
management in the coming years.
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(c) SuperRobotics Shares Batch 3

On 29 May 2020, the Natural Resource Fund, the
Fixed Income Fund and the two limited partners
of the High-Tech Investment Fund entered into the
OBOR Funds Restructuring, pursuant to which each
of the Natural Resource Fund and the Fixed Income
Fund acquired the interest of 50% of the High-Tech
Investment Fund by assigning their note receivables to
the previous limited partners respectively to become
the new limited partners, while the Group also acted
as the general partner and manager of the High-
Tech Investment Fund. The series of restructuring and
debt assignment agreements took retrospective effect
on 1 January 2020. The fair value of SuperRobotics
Shares Batch 3, being the asset/portfolio investment
under the High-Tech Investment Fund, as at the date
of acquisitions amounted to HK$70.75 million. The
High-Tech Investment Fund had become an indirect
wholly-owned subsidiary of the Company since 1
January 2020 according to the Group’s accounting

policy.

The High-Tech Investment Fund’s investment objective
is to generate high risk-adjusted returns by primarily
investing in equity, equity-related investments,
fixed income securities, debt securities and loans
or convertible bonds in connection with hi-tech
industries in Hong Kong (the “Portfolio Investment
n).
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(d)

With reference to the investment objectives of the
High-Tech Investment Fund, the High-Tech Investment
Fund currently invests in the debt equity and holds
the Portfolio Investment Il in relation to the broad
application of artificial intelligence technology in the
industry of telecommunications and the construction
of intelligent cities. The general partner and manager
of the High-Tech Investment Fund continued to
research on the industry of high and new technology
to expand the fund investing activities. The Board
considered that the subscription of interests in
the High-Tech Investment Fund was beneficial to
the Group and the Shareholders as a whole, by
generating the returns from the investments and to
enhance the experience of assets management in the
coming years.

Huarong Financial Shares

On 8 December 2017, the Group acquired a total
number of 88,000,000 shares (the “Huarong
Investment Shares”) in Huarong Investment Stock
Corporation Limited (“Huarong Investment”)
(whose shares were then listed on the Stock Exchange
(HKSE Stock Code: 2277)) through a broker from an
independent third party at the price of HK$0.90 per
share. The total consideration of HK$79.20 million
for the acquisition of Huarong Investment Shares was
financed by the Group’s net proceeds received from
the exercise of the put option by the Group during
2017. On 5 February 2018 and 6 February 2018, the
Group further acquired a total of 2,600,000 Huarong
Investment Shares at the average price of HK$1.32
per share through a broker from an independent third
party. Further details of the acquisition of Huarong
Investment Shares in 2017 were set out in the
Company’s announcement dated 8 December 2017.

The principal activities of Huarong Investment are
direct investments, foundation and substructure
construction services, financial services and others.

(d)

Management Discussion and Analysis

BEEN R RO

K2EERMEREEEZRER
B aNRREESEARENRE
BREmRFAEEGREIN HAERA
TEEMENBATERERES
mhzEZER SRKREES
MEBEBARKEEEERRS
MEMER UERESREEZH -
EXERXR RBESHEKEES
Z W Pl I R R BF W R R E B3R
REEEEEEZER EMHEE
EEAHERREEMS AN -

EM TR

RN _E—tE+_BNH &~&EH
BIBELEUER0.90B T 2B
BMEIEF=FREERLEERA
B (TEmKRE)) ERDPERNE
R Em (FEEBIPTRMD AR :
2277)) ¥8#188,000,000/8 f& 15 (%
R ERG)) - WBERKERD
ZHARBII20EEBTHBRAE
— Tt EXAEBITHEREARKERZ
AREBMESRBFEBL - RIE
—NEZBEBHERZZE—NFEZA
AN AEBBEBKLERBILSE
=HUERI2BTZFHERE
— P INEE S $£2,600,0002 ERIR E
BH-BE_SZ—tFWREE—
THBHEHRARBDHBAZS —t
F+ZANHZAG

ERMREZIBZEBR/REERE
MEKRTEGERRERS Ukz
R AR 75 B EL A o

SEC—E45H MHZREEERAT 37



Management Discussion and Analysis

EERBw D

38

Due to the unexpected continuing downturn in the
share price performance of Huarong Investment,
the Group's investment team decided to minimise
the continuing unrealised losses by completing the
disposal of a total of 6,430,000 Huarong Investment
Shares through a broker at the total consideration
of approximately HK$3.35 million during the year of
2018.

Huarong Investment together with Huarong
Financial published a joint announcement dated 11
November 2020 to disclose that the privatisation
scheme of Huarong Investment became effective
on 10 November 2020 and the withdrawal of the
listing of Huarong Investment Shares on the Stock
Exchange became effective on 12 November 2020
after the trading hours. Upon completion of the
privatisation scheme, the balance of 84,170,000
Huarong Investment Shares were converted into a
total of 237,359,400 shares (the “Huarong Financial
Shares”) in Huarong Financial on 13 November
2020.

The principal activities of Huarong Financial are (i)
engaging in the broking and dealing of securities,
futures and options contracts, as well as the provision
of margin financing services, (ii) engaging in the
provision of underwriting, sponsoring and financial
advisory services of securities to institutional clients,
(iii) engaging in the provision of asset management
services, as well as the direct investments in equities,
bonds, funds, derivative instruments and other
financial products, and (iv) involving in money
lending, the provision of pawn loan services and
the provision of financial lease services through its
subsidiaries.

As at the date of this report, all of the Huarong
Financial Shares have been pledged as security for
a long-term borrowing of HK$660.00 million of the
Group.
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(e) Bank of Gansu Shares

After the OBOR Funds Restructuring initiated by the
general partner and manager of the Fixed Income
Fund and Hong Kong Bridge One Belt One Road
Growth Income Fund, L.P. (the “"Growth Fund”) of
which a subsidiary of the Group acted as the limited
partner, the Fixed Income Fund and the Growth Fund
held a total of 3,336,740 shares in Bank of Gansu
(the "Bank of Gansu Shares”) upon completion
of the OBOR Funds Restructuring. The initial cost of
such shares was HK$4.97 million at the date of the
execution of the OBOR Funds Restructuring. During
the year 2020, the Group also acquired 8,169,260
Bank of Gansu Shares at an initial cost of HK$24.34
million.

Bank of Gansu mainly operates its businesses
through three segments: (i) the corporate banking
segment, which offers financial products and services,
including loans, discounted bills, deposits, and fee-
and commission-based products and services; (ii)
the financial market operation segment, which
issues debit cards denominated in Renminbi to retail
customers holding deposit accounts with the Bank
of Gansu; and (iii) the retail banking segment, which
offers retail customers financial products and services
including loans, discounted bills, deposits, and fee-
and commission-based products and services.

During the Year, the investment in the Bank of Gansu
Shares recorded an unrealised fair value loss of
HK$0.23 million (2020: HK$11.83 million) due to the
unexpected downturn in the share price performance
of Bank of Gansu. With reference to the investment
objectives of the Fixed Income Fund and the Growth
Fund, the general partner and manager considered
that the investment in Bank of Gansu was beneficial
to the Group and the Shareholders as a whole, by
generating the returns from medium to long term
investments and by enhancing the experience of
assets management in the coming years.

As at the date of this report, all of the Bank of Gansu
Shares have been pledged as security for the long-
term borrowings of HK$675.90 million in total.
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Deposits of Investment in potential business

Following the strategic upgrade and the implementation of
new strategic plan of the Group, the Group entered into
two investment agreements with two different independent
third parties respectively and paid the investment deposit of
HK$50.00 million for securing the potential new businesses
in the PRC in January 2019 respectively. The transactions of
investment deposit payment did not constitute a disclosable
transaction under Chapter 14 of the Listing Rules as all the
applicable percentage ratios under Rule 14.07 of the Listing
Rules in respect of the transactions were less than 5% at the
date of the investment agreements. The deposits were recorded
as other receivables in the consolidated financial statements of
the Group.

Having conducted the due diligence on each potential
investment, the management of the Group acknowledged
that certain criteria of the two potential investments did not
meet the Group’s expectation and decided to negotiate for the
withdrawal of the investment deposits in due course. Although
the due date for the refund of investment deposits had been
extended to 31 December 2021, the Group expected the
investment deposits could only be fully recovered in one or two
years. Having considered that there was significant increase in
the credit risk on the deposits which might not be able to be
refunded before the original maturity date due to the COVID-19
outbreak, the management of the Group decided to provide
additional impairment loss of HK$21.00 million for the other
receivables for the year ended 31 December 2020 according to
the HKFRS 9.

On 17 May 2021, the Group entered into an agreement with
two different independent third parties respectively to receive
the deposit of HK$50.00 million on or before 31 December
2022 by assigning its investment rights. Thus, the accumulated
impairment loss of HK$23.00 million was expected to be
reduced to HK$20.00 million. The carrying value of the
other receivables in relation to this deposit should amount to
HK$80.00 million (2020: HK$77.00 million) as at 31 December
2021.
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PROVISION OF FINANCIAL ASSISTANCE

During the Year, the Group also engaged in the provision of
financial assistance to some independent third parties. As at 31
December 2021, the total outstanding receivables in relation to
this activity amounted to approximately HK$1,208.32 million
(2020: HK$1,431.51 million) and those transactions that were
summarised below were relatively significant to the Group at
the time of entering into the relevant agreements between the
Group and those relevant independent third parties respectively.

The Group had provided additional impairment of approximately
HK$122.27 million (2020: HK$103.25 million) for those overdue
financial assistances during the Year. The Board was of the
opinion that such impairment provided by the Group were
made in accordance with the requirements of the accounting
standards. In order to lower the investment risks and reduce
the losses, the Group puts its best efforts to maximise the
recovery of the relevant financial assistances by restructuring or
conducting lawsuits against several debtors.

Due to the continuing adverse impacts of the COVID-19
outbreak, the Board will keep assessing and ascertaining the
recoverability of the following transactions closely and may
further increase the provisions for impairment for the coming
years.

Management Discussion and Analysis

BEEN R RO

IRHE T EEY

RAFE AEETAETEIE=FEMHN
BEM-RE_—F+ZA=+—H ItiE
BRI EWARIBEEEEA%1,208.32B 88
T(CEZEBE 14315188871 » TXH
NNz RPAREBRDHEAZSEHEBABILIE=
AEIMEARERENAEEAREAZR
%o

AEBRAFENAPMBEEBIRMEEEINAE
EMN1222788A8L (T2 HF 1 103.258
BAT - EXgRA AEBERHENBELR
BEENERMEL - B THRELERR
TRk REBERSEALHBEBREIHL
HEMBBARHEEFDUERERARE
W el +8 R #5 & B

MR ERERBEMERNITREE &5
EREBZ YT EMEE YR Z/E U E
M WA BER R K FE— T IR EER -

SEC—E45H MHZREEERAT a1



Management Discussion and Analysis

EERBw D

(@) Zhanjiang Advance

42

On 22 March 2017, the Group entered into a loan facility
agreement with BV I REREMEREBRAE (the
“Zhanjiang Borrower”) and the guarantors for the
provision of a loan facility of not more than RMB200.00
million (the “Loan Facility”). Details in relation to the
provision of the financial assistance were set out in the
Company’s announcement dated 22 March 2017.

Due to the default in repayment and failure of negotiation
for settlement of the Loan Facility, the Group filed a
statement of claim (&FF#k) on 30 June 2019 at the
Shaoguan Intermediate People’'s Court (BBRAT AR A
E%B%) (the “Shaoguan Court”) against the Zhanjiang
Borrower and the guarantors to claim for the principal
amount of the Loan Facility of RMB200.00 million and the
interest accrued which remained outstanding amounted
to approximately RMB60.75 million as at 30 June 2019.
Subsequent to such filing, the Group received a notice of
acceptance for litigation proceedings (ZIBZE BN E)
issued by the Shaoguan Court on 16 July 2019. On 24 July
2019, the Group paid the required litigation fee to the
Shaoguan Court to confirm the first hearing of the said
litigation proceedings which was originally scheduled to be
held on 20 August 2019, but was adjourned to be held on
14 February 2020. Details in relation to the aforesaid legal
proceedings were set out in the Company’s announcement
dated 25 July 2019.

Due to the COVID-19 outbreak, the Group was informed
by the Shaoguan Court on 2 February 2020 that the date
of the first hearing of the said litigation proceedings
was adjourned to a date and time to be determined in
due course. Finally, the first hearing of the said litigation
proceedings was held on 9 July 2020.
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On 21 January 2021, the Group received the first
judgement issued by Shaoguan Court (the “First
Judgement”). It was held that the Zhanjiang Borrower
and the guarantors were liable to make payment to
the Group for (i) the total sum of about RMB178.36
million (the “New Principal”), including the outstanding
principal and interests accrued at the rate of 4.75% per
annum from the borrowing date to 16 May 2019, (ii) the
interest on the amount of the New Principal accrued from
16 May 2019 to 19 August 2019 at the rate of 4.75%
per annum, and (iii) the interest on any outstanding
amount commencing from 20 August 2019 until the final
settlement of the amount of the New Principal would
accrue at the one-year term of Loan Prime Rate (B
M B MEFIX) announced by the National Interbank
Funding Center (2Bl #R1T7EIEIZEHE L) in the PRC. The
Group subsequently submitted an appeal against the First
Judgement on 9 February 2021 after having consulted with
its PRC legal advisors. Subsequent to such filing of appeal,
the Group received a notice of acceptance for appeal
proceedings issued by Shaoguan Court on 19 February
2021. However, in order to recover this financial assistance
as soon as possible by way of exercising its right in the
55% equity interest in the Zhanjiang Borrower, the Group
withdrew the appeal and received the withdrawal notice
from the Shaoguan Court on 16 July 2021, and the Group
received the final judgement dated 8 July 2021 (the “Final
Judgement”).

Pursuant to the Final Judgement, the Group applied to
the Shenzhen Intermediate People’s Court Gl
M NEREBT) (the “Shenzhen Court”) on 10 August
2021 to exercise its right in the 55% equity interest in
the Zhanjiang Borrower. On 8 October 2021,
received the judgement dated 29 September 2021 from
the Shenzhen Court which objected the Group to apply
the exercise of such rights in the Shenzhen Court. After
consulting with its PRC legal advisors, the Group submitted
an objection to such judgement from the Shenzhen Court
to The High People’s Court of Guangdong Province (B
B S/ AR AR (the “Guangdong High Court”) for the
final appeal on 15 October 2021.

the Group

i =
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Due to the failure of Zhanjiang Borrower to make
repayment and having regard to the lengthy legal
proceedings and enforcement process, the management
of the Group considered that the loan amount due from
the Zhangjiang Borrower would probably not be able to be
recovered until second half of year 2023 and determined
to provide additional impairment loss of HK$16.53 million
during the Year for the loan receivables according to the
HKFRS 9. The carrying amount of the amount due from
the Zhanjiang Borrower after the accumulated impairment
loss of HK$76.96 million as at 31 December 2021 was
approximately HK$197.88 million (2020: HK$214.42
million).

As at the date of this report, the Group has not yet
received any details on the hearing of the relevant legal
proceedings from the Guangdong High Court but will keep
on consulting with its PRC legal advisors for exploring
further legal actions. Further announcement(s) regarding
any significant developments on the above litigation will be
published as and when appropriate.
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(b) Zhonghong Advance

On 25 January 2018, the Group entered into a loan
agreement with Zhonghong Holding Co., Ltd. (the
“Zhonghong Borrower”) for the amount of RMB200.00
million (the “Zhonghong Advance”). To secure the
recovery of the principal amount of the provision of
financial assistance and to reduce the risk of impairment
loss, on 13 September 2018, the Group had filed an
application for arbitration proceedings at the Shenzhen
Court of International Arbitration (the “SCIA") against the
Zhonghong Borrower and the relevant guarantors for the
breach of the supplemental agreements and the guarantee
agreement dated 3 September 2018. On 18 September
2018, the Group received the notice of acceptance for
arbitration proceedings issued by the SCIA. In January
2019, hearing of the arbitration proceedings was
conducted. At the end of April 2019, the Group received
the arbitral awards (FRZE) (the “Arbitral Awards”)
dated 25 April 2019 given by the SCIA in respect of
the aforesaid arbitration proceedings. Further details
of the Zhonghong Advance in relation to the provision
of financial assistance and the abovesaid developments
on the arbitrations were set out in the Company’s
announcements dated 13 February 2018, 19 March 2018,
25 May 2018, 6 September 2018, 20 September 2018 and
3 May 2019 respectively.

As at the date of this report, the disposal of the Sea Area
Use Certificate (835 A #5&3) through public auction
approved by the Hainan Province Haikou Intermediate
People’s Court (the “Hainan Court”) (BfE&EO™
m4k AR JERR) and the relevant properties held by the
guarantors of the Zhonghong Borrower as pledged
securities of the Zhonghong Advance held by the Group
had not yet been initiated. The Group will continue to
consult its PRC legal advisors for exploring further legal
actions against the Zhonghong Borrower and the relevant
guarantors. Further announcement(s) regarding any
significant developments on the above arbitrations will be
published as and when appropriate.
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Meanwhile, in order to increase the recoverability of
the Zhonghong Advance, the Group had been exploring
potential well-known buyers or property developers during
the past two years to set up a restructuring arrangement
between Zhonghong Borrower and existing creditors of
Zhonghong Borrower.

Pursuant to the Arbitral Awards, the Group could
apply to the Hainan Court to auction the relevant
guarantor’s assets. However, as the recovering process
of the Zhonghong Advance would involve restructuring
discussion with other major creditors of the Zhonghong
Borrower, in the opinion of the management of the
Group, the outstanding amount of loan would likely to be
recovered within three to four years. Having considered
the restructuring plan which would be complicated and
required extra time, the management of the Group decided
to provide further impairment loss of HK$16.30 million
during the Year for the loan receivables according to
HKFRS 9. The carrying amount of the amount due from the
Zhonghong Borrower after the accumulated impairment
loss of HK$246.10 million as at 31 December 2021 was
approximately HK$215.33 million (2020: HK$231.62
million).
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(c) China Gem Jiangsu Advance

The Group entered into a loan agreement dated 19
October 2017 with A EZEERE C1%) BEA5 (China
Gem Enterprise Development (Jiangsu) Limited) (the
“China Gem Jiangsu”) for the provision of a loan of
RMB100.00 million (the “China Gem Jiangsu Advance”)
with the interest rate of 9% per annum and extra
undertaking of interest of 9% per annum of the principal
amount. The collaterals of the loan were 493,160,000
shares of China Gem Holdings Limited, whose shares
are listed on the Main Board of the Stock Exchange
(HKSE Stock Code:1191) (the “China Gem Shares”) and
HK$150.00 million equity interests in a fund owned by a
related company of China Gem Jiangsu. The transaction
of China Gem Jiangsu Advance did not constitute a
disclosable transaction under Chapter 14 of the Listing
Rules as all the applicable percentage ratios under Rule
14.07 of the Listing Rules in respect of the transaction
were less than 5% as at the date of the loan agreement.

On 28 August 2019, the Group and China Gem lJiangsu
entered into a supplemental agreement to lower the
interest rate to 12% per annum and extended the
expiry date of the loan to 30 June 2020 after obtaining
additional shares of China Gem Holdings Limited, pre-sale
agreements in properties in the PRC and interest in a fund
held by China Gem Jiangsu as further securities.

(c)

Management Discussion and Analysis
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Since the financial performance and the status of business
operations of China Gem Jiangsu as at 31 December 2021
were worse than those of the previous year, therefore no
settlement had been received during the Year. In addition,
the market value of the collaterals of the loan had been
declined enormously as trading in the China Gem Shares
on the Stock Exchange had been suspended since 30
August 2021. As the default in repayment by China Gem
Jiangsu caused significant increase in the credit risk on
the Group’s loan receivable, it was considered that credit-
impairment loss should be made for China Gem Jiangsu
as at 31 December 2021. The management of the Group
decided to provide additional impairment loss of HK$55.13
million for the Year in view of the loan receivable overdue
from China Gem Jiangsu. The carrying amount due from
China Gem Jiangsu after the accumulated impairment
loss of HK$145.09 million as at 31 December 2021 was
approximately HK$5.92 million (2020: HK$61.05 million).

INTERNAL CONTROL SYSTEMS IN CONNECTION
WITH PROVISION OF FINANCIAL SERVICES
(a) Credit Risk Assessment

48

Prior to the provision of financial assistance or making an
investment, the management of the Group will conduct
due diligence on the potential customers. The due
diligence procedures included conducting research on the
customers’ background, evaluating its current business
operations and financial conditions, market reputation
and creditability, and conducting financial analysis and
recoverability analysis. To minimise credit or investment
risks, the Group will typically require guarantees, including
personal guarantees and corporate guarantees, and/
or collaterals with expected realised value exceeding the
loan or investment amount. Furthermore, for the existing
customers, the Group will evaluate its past business
relationships with them and their track records as factors
to extend loan duration or otherwise continue to maintain
business relationship.
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(b)

During the subsistence of the financial assistance or the
investment, the Group has implemented various on-
going monitoring and risk management procedures which
include conducting regular visits and interviews with the
customers, requesting the customers to furnish periodic
financial information, conducting public searches and
obtaining information on any legal disputes, negative
news and media reports on the business or affairs of the
customers to understand its latest business development
and management condition, in order to conduct
continuous assessment on the customers’ repayment
ability.

Mechanism in Determining Loan Term

The Group generally provides short-term loans with a
repayment term of less than three years which carry higher
interest rate than the market rate usually charged by
financial institutions. The repayment terms and conditions
are determined from the factors including the liquidity
needs of the customers and the Group’s funding and
cash flows management strategies. The Group will also
make reference to the terms and conditions of loan
arrangements provided by the financial institutions in
the Mainland China and Hong Kong to companies in the
same industry of the customers to ensure that the loan
or investment agreements between the Group and its
customers are on normal commercial terms and are fair
and reasonable.

(b)

Management Discussion and Analysis
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(c) Monitoring Loan Repayment and Recovery

50

The management of the Group will regularly communicate
with and monitor and manage the recoverability of loans
and conditions of the customers. If a customer fails to
repay the loan or interest on time or fails to comply with
material term of the investment agreement on payment or
settlement of investment return, the management of the
Group will first take steps to understand the reasons for its
default (for instance, whether the customer’s business had
experienced any operational difficulties, any other major
debt cross-defaults, any winding-up petitions filed against
the customer, etc.) and will take appropriate steps in light
of the situation and urgency of the matter. Generally, the
following procedures for debt recovery will be taken:

Stage 1: Assess the possibility for the customer to repay
the loan or receivables within one year for the purpose of
determining whether a time extension for such repayment
will be granted or business relationship be otherwise
maintained.

Stage 2: Assess the possibility of realising the collaterals
provided and methods for disposal to recoup the loss.

Stage 3: Engage its legal adviser to commence necessary
legal actions against the customer and/or the guarantor(s)
including the obtaining of court or arbitrary order for
seizure, private sale or public auction of assets of the
borrowers.
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(d)

Impairment Loss and Write-off Treatment

In general, where the management of the Group has
noticed the following circumstances, there may be possible
default in the loans or receivables concerned and provision
for impairment loss under the ECL model (as defined
below) may be necessary:

—  the customers experienced operational difficulties;

- worsened macroeconomic and industry conditions,
leading to further deterioration of the financial
conditions of the customers; and

- the customers have been involved in lawsuits for debt
collection.

The Group uses "expected credit losses (the "ECL")
model” as an impairment model according to HKFRS
9 which requires the Group to estimate the weighted
possibility of default events and recognise ECLs for
trade and other receivables and other financial assets at
amortised cost accordingly.

Under HKFRS 9, the loss allowances are measured on either
of the following bases: (1) 12-month ECLs that result from
possible default events within the 12 months after the
reporting date; and (2) life-time ECLs that result from all
possible default events over the expected life-time of a
financial instrument.

The Group considers a financial asset to be in default
when: (1) the borrower is unlikely to fulfill its credit
obligations to the Group in full, without recourse by the
Group to actions such as realising security (if any is held);
or (2) the financial asset is more than 90 days past due.

(d)

Management Discussion and Analysis
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For financial assets at amortised cost of investment
segments (i.e. trade and other receivables, loan and
note receivables and loans to associates), the ECLs are
based on the 12-month ECLs. However, when there
has been a significant increase in credit risk since
origination, the allowance will be based on the life-
time ECLs. For determining whether the credit risk of
a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Group would
consider reasonable and supporting 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 and including forward-looking
information.

The Group has considered the probability of default and
the loss given default with reference to (i) the value of
collateral/other contractual arrangements, (ii) financial
ability of the debtors and (iii) other forward-looking
factors, if any. Time value of money is also considered if
the receivable is expected to be received more than 1 year
after the reporting date.

FOREIGN EXCHANGE EXPOSURE

Sales of the Group's products in manufacturing segment are
principally denominated in US dollars and the purchases of
materials and payments of operational expenses are mainly
denominated in US dollars, HK dollars and RMB. Most of
the Group’s purchases and expenses during the Year were
denominated in RMB. As such, the Group had incurred a
net exchange loss of HK$16.35 million for the Year (2020:
HK$22.13 million) due to the depreciation of US dollars and
RMB.

As at 31 December 2021, the Group had not entered into any
financial instruments for hedging purpose. Nevertheless, the
Board will continue to monitor the foreign exchange exposure in
the future and will consider hedging such exposure to minimise
exchange risk should the need arise.
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RISK AND UNCERTAINTIES

Macroeconomic Risk

The Group is operating in a highly competitive business
and economic environment, the manufacturing segment in
particular. Manufacturing segment is in a turmoil, being greatly
affected by the recent Sino-US trade war, complications caused
by the COVID-19 pandemic and its customers which are highly
volatile, combined with the rising labour and production costs.
The Group's manufacturing segment has to compete with its
competitors on various factors, such as product variety, product
performance, customer service, quality, pricing, new product
innovation, timely delivery and brand recognition.

On the other hand, volatility in the Hong Kong securities
market may affect the Group’s performance on listed securities
investments resulting in fluctuations in unrealised fair value
gains or losses. An interest rate hike is likely and will not
only affect the Group’s cost of borrowings, but also costs of
purchase of materials.

Credit Risk

The Group has policies in place to ensure that sales are made
and services are provided to customers with an appropriate
credit history. The Group mainly trades with recognised and
creditworthy third parties. It is the Group’s policy that credit
terms are granted subject to in-depth credit verification
procedures. In addition, trade receivable balances are
monitored on an ongoing basis and trade receivable balances
of manufacturing segment are substantially covered by credit
insurance. In this regard, the management considers that the
Group’s credit risk under the manufacturing segment is minimal.
Since the Group mainly trades with recognised and creditworthy
third parties, there is no requirement for collaterals.

In respect of loans to associates, loan receivables and note
receivables, the Group assesses the background and financial
conditions of the debtors, and requests securities pledged from
the debtors and/or guarantee as collaterals from the debtors’
related parties in order to minimise credit risk.

Management Discussion and Analysis
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The Group's maximum exposure to credit risk, which will cause
a financial loss to the Group due to the failure to perform
an obligation by the counterparties arising from the carrying
amount of the respective recognised financial assets, was stated
in the consolidated statement of financial position of the Group
as at 31 December 2021.

Foreign Currency Risk

As the PCBs business is operating in the PRC, the Company
faces foreign currency risks due to the exchange gain/loss from
exchange rate fluctuations as well as the currency conversion
risk due to the converted net asset value fluctuations of
investment projects in the PRC. To manage the foreign currency
risk effectively, the Company closely monitors foreign exchange
markets and utilises multiple strategic approaches, such as
optimising cash management strategy and deploying project
finance instruments, to control foreign exchange risk.

NUMBER AND REMUNERATION OF EMPLOYEES
As at 31 December 2021, excluding those employed by the
Company’s associates, the Group had 1,115 employees (2020:
1,126 employees). For the Year, our total staff costs amounted
to HK$138.81 million (2020: HK$149.65 million).

Under the Group’s remuneration policy, employees are rewarded
in line with market rate and in compliance with statutory
requirements of all jurisdictions where it operates. Employees
are also granted discretionary bonus subject to the individual’s
performance and business results of the Group.

The Group follows a policy of encouraging its subsidiaries to

send their staff to attend training classes or seminars that are
related directly or indirectly to the Group's businesses.
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CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 31 December 2021, the Group had capital commitments
for acquisition of property, plant and equipment of HK$Nil
(2020: HK$0.92 million) and had no material contingent
liabilities (2020: Nil).

SIGNIFICANT EVENTS AFTER THE YEAR

On 26 May 2022 (after trading hours), the Company and Aristo
Securities Limited (the "Placing Agent”) entered into the
placing agreement pursuant to which the Placing Agent has
conditionally agreed to procure the placing (the “Placing”)
of a maximum of 440,000,000 placing shares (the “Placing
Share(s)”) on best endeavor basis to currently expected not
less than six placees at a price of HK$0.1 per Placing Share.
The Placing is conditional upon, among other factors, the
Listing Committee of the Stock Exchange granting approval for
the listing of, and permission to deal in, the Placing Shares.
For further details, please refer to the announcement of the
Company dated 26 May 2022.

Save as disclosed above, there were no significant events
occurred subsequent to 31 December 2021 which would
materially affect the Group’s operating and financial
performance as at the date of this report.
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- CORPORATE GOVERNANCE REPORT

EEELRRS

CODE ON CORPORATE GOVERNANCE
PRACTICES

The Board and the management of the Company are of the
opinion that during the Year, the Group has properly operated
in accordance with the “Corporate Governance Code” in Part
2 of Appendix 14 to the Listing Rules (the “CG Code”) which
sets out (a) the principles of good corporate governance; (b)
the code provisions (on a “comply or explain” basis); and (c)
the recommended best practices (which are encouraged to be
adopted on a voluntary basis).

The Board is committed to the principles of transparency,
accountability and independence highlighted by the CG Code
to better enhance the value of the Shareholders and proper
management of corporate assets in the following ways:

1. ensuring the decision-making process, risk management
process, internal audit and controls, disclosure of
information and the communication with stakeholders are
carried out in accordance with good management practices
and compliance with the respective regulatory standards;

2. cultivating a culture of integrity, transparency and
accountability for the Company, its staff and the Directors
and emphasising the importance of their roles in such an
environment; and

3. adopting quality standards widely recognised to foster
quality management in every aspect of daily operations to
enhance the performance and value of the Company as a
whole.

Corporate Strategy

The primary objective of the Company is to enhance long-
term business return for Shareholders. To achieve this objective,
the Group's strategy is to place high emphasis on achieving
long-term financial performance and maintaining the Group's
strong financial profit. The “Chairman’s Statement” and
the “Management Discussion and Analysis” sections in this
annual report contain discussions and analyses of the Group's
performance and the basis on which the Group generates or
preserves value over the longer term, and the basis on which
the Group will execute its strategy for achieving the Group’s
objectives.
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COMPLIANCE WITH THE CG CODE

The Directors confirm that, during the Year, the Company acted
in compliance with the code provisions set out in the CG Code
contained in Part 2 of Appendix 14 to the Listing Rules.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS OF LISTED ISSUERS (THE
“"MODEL CODE")

The Company has adopted its own code of conduct (the “Own
Dealing Code”) regarding securities transactions by Directors
on terms no less exacting than the required standard set out in
the Model Code in Appendix 10 to the Listing Rules.

The Company, having made specific enquiries, confirms that
each member of the Board complied with the Own Dealing
Code throughout the Year. Members of the Company’s
management, who, due to their positions in the Company, are
likely to be in possession of inside information, also complied
with the provisions of the Own Dealing Code.

The Own Dealing Code has been uploaded to the Company’s
website.

CHANGES IN THE COMPOSITION OF THE
BOARD AND BOARD COMMITTEES
With effect from 4 November 2021,

(i)  Mr. Shan Yongxin (“Mr. Shan”) resigned as an executive
Director, a member of the executive committee of the
Board (the "Executive Committee”) and an authorised
representative of the Company under Rule 3.05 of
the Listing Rules (the "“Authorised Representative”)
due to his intention to concentrate on the pursuit and
development of his other business activities. Following
Mr. Shan’s resignation, there is no member in the Executive
Committee; and

(i)  Mr. Lau Fai Lawrence, an independent non-executive
Director, has been appointed as an Authorised
Representative.

The Company will identify suitable candidate(s) who is(are)
qualified for appointment as the member(s) of Executive
Committee as soon as possible.
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The Directors are of the opinion that the aforesaid changes in
the composition of the Board can be well managed without
undue disruption to the management and operation of the
Group.

Further details were set out in the Company’s announcement
dated 4 November 2021.

With effect from 21 March 2022, Mr. Ng Man Kung (“Mr. Ng")
had tendered his resignation from the office of an independent
non-executive Director, the chairman and member of the
remuneration committee of the Board (the “Remuneration
Committee”) and a member of each of the audit committee
(the "Audit Committee”) and the nomination committee (the
“Nomination Committee”) of the Board respectively due to his
other business activities.

Following Mr. Ng's resignation, the Company fails to meet the
requirements of (I) Rule 3.10(1) of the Listing Rules that the
Board must include at least three independent non-executive
Directors; (Il) Rule 3.21 of the Listing Rules that the Audit
Committee must comprise a minimum of three non-executive
Directors; and (Ill) Rule 3.25 of the Listing Rules that the
Remuneration Committee must be chaired by an independent
non-executive Director and comprise a majority of independent
non-executive Directors.

The Company will endeavour to identify a suitable candidate
for appointment as an independent non-executive Director,
chairman and member of the Remuneration Committee,
member of the Audit Committee and member of the
Nomination Committee within three months from the date of
Mr. Ng's resignation pursuant to Rule 3.11, Rule 3.23 and Rule
3.27 of the Listing Rules.

Further details were set out in the Company’s announcement
dated 21 March 2022.
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THE BOARD OF DIRECTORS EEg

As at 31 December 2021, the Board consisted of five Directors, MR _E_-_—F+_-_A=+—H ' EFgHL%
with a variety and a balance of skills and experience in ZBERMHAM REEFEGT RIT - WiE -HHHE
accounting, banking, manufacturing, marketing, finance and E -FHEKKREFEZ RN KR FE
investment professions. Their biographical particulars are set ZEEHNAERFI00E 1B - FHIEETT
out on pages 100 to 111 of this annual report. List of Directors HEREMZEZLEREABKEED L
and their role and function, which sets out the members and & 2§ 32 Fr 48 ub(www.hkexnews. hk) kK Z4< A 5]
composition of the Board, has been uploaded on the Stock  #uL(www.renco.com.hk)e

Exchange's website (www.hkexnews.hk) and the Company’s

website (www.renco.com.hk).

Members of the Board and their respective attendance to Board EZ=ZZHERRENAEERNBRTZ2EEZ
meetings and general meetings held during the Year are as @EABRRAGZHERIT :
follows:

Number of Number of
attendance at  attendance at
Board general
meetings meetings
EEFEEZ BERERAXEZ
Names of Directors EEHY HEER H fE =
Executive Directors HITESE
Mr. Cheok Ho Fung = e 3/5 1/1
Mr. Shan Yongxin (resigned as an executive BB EfE (ER - FE_-—1F
Director on 4 November 2021) +—HBAHFTHITESE) 3/3 1/1
Non-executive Director FFHITEE
Mr. Li Yongjun (Chairman of the Board) — ZXZBHh4 (BEFTL/E) 5/5 1/1
Independent non-executive Directors B IFHITEE
(“INEDs") (G IFHITEE)
Mr. Ng Man Kung SR E 4/5 1/1
Mr. Lau Fai Lawrence BIEE 5/5 1/1
Mr. Mak Kwok Kei EJEip-S 5/5 1/1
The number of Board meetings held during the Year was 5. KEEBRITAREETTGH-
The number of general meetings held during the Year was 1. KEEBRIT—RRKEARG -
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During the Year, the Company had complied with the minimum
requirement of three INEDs forming more than one-third of
the Board, all of whom have accounting and related financial
management expertise. They are dedicated to provide the
Company with professional advice with respect to the steady
operation and development of the Company. They also exercised
supervision and coordination to safeguard the interests of the
Company and its Shareholders.

Each INED for the Year had provided an annual confirmation
of independence to the Company pursuant to Rule 3.13 of the
Listing Rules. Based on such annual confirmation received from
each of the INEDs, the Company considers that all INEDs are still
considered to be independent during the Year for their tenure
of office in the Company for the purpose of Rule 3.13 of the
Listing Rules.

All existing non-executive Director and INEDs have signed letters
of appointment with the Company for a term of not more
than three years, and will be subject to retirement by rotation
and re-election at the annual general meeting of the Company
pursuant to the bye laws of the Company (the “Bye-laws”) and
the requirements of the Listing Rules.

The remuneration of non-executive Directors and INEDs is
reviewed by the Remuneration Committee and is fixed from
time to time by the Board subject to the authority granted
pursuant to the Bye-laws by the Shareholders at the Company’s
general meetings.

As at the date of this report, the members of the Board are
Mr. Cheok Ho Fung (executive Director), Mr. Li Yongjun (non-
executive Director and Chairman), Mr. Lau Fai Lawrence (INED)
and Mr. Mak Kwok Kei (INED).
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THE OPERATION OF THE BOARD

One of the main responsibilities of the Board is to supervise
and direct the management of the Company to operate under
good corporate governance in order to maximise value of
the Shareholders while balancing the interest of its various
stakeholders. The Board holds meetings quarterly so as to
monitor the performance and discuss the business development
of the Company against the budget, to discuss and decide
on major corporate, strategic and operational issues, and to
evaluate any available investment opportunities.

The major duties performed by the Board are as follows:
1. setting the Company’s values and standards;

2. setting the objectives of the Company and responsibilities
of the Board and its various committees;

3. establishing the strategic direction for the Company;
4.  setting targets for the management of the Group;

5.  monitoring the performance of the management of the
Group;

6. reviewing the annual and interim results of the Group;

7. ensuring that a framework of prudent and effective
internal control is in place to assess and manage the risk
of the Group and implementing appropriate systems to
manage these risks;

8. overseeing the Company’s relationships with its
Shareholders, customers, the community, various
government authorities, interest groups and others;

9. identifying and assessing any matters of substantial
Shareholder(s) or Director(s) resulting in conflict of interest;

10. determining material acquisitions and disposals of assets,
investments, capital, projects, authority levels, major
treasury policies, risk management policies and key human
resources issues; and
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11.

considering and determining issues which are the
responsibilities of the Board pursuant to the Company's
Memorandum of Association and the Bye-laws and the
relevant laws and regulations in force by which the
Company is governed from time to time.

The Board is also responsible for the following corporate
governance duties:

to develop and review the Company’'s policies
and practices on corporate governance and make
recommendations on any amendment or updating (if any);

to review and monitor the training and continuous
professional development of Directors and the Company's
senior management;

to review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to the Company’s
employees and Directors;

to review the Company’s compliance with the CG Code
and disclosure in the Corporate Governance Report (the
“CG Report”) under the CG Code; and

to be responsible for performing any other corporate
governance duties and functions set out in the CG Code
and the Listing Rules (as amended from time to time), or
delegating the responsibility to a committee or committees
(if applicable).

During the Year, the Company had reviewed its corporate

governance policy by the Board in achieving high standards of

corporate governance duties. The Board will further develop and

review this policy regularly and at least annually so as to make

recommendations on any amendment or updating (if any).
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During the Year, the Board had delegated its authority to the
Nomination Committee to review its board diversity policy
(the “Board Diversity Policy”) and nomination policy (the
“Nomination Policy”) for the Company and the terms of
reference of the Nomination Committee. The Board (via the
reporting from the Nomination Committee) had reviewed and
considered the measurable objectives set for implementing the
Company’s Board Diversity Policy during the Year and would,
together with the Nomination Committee, regularly review the
progress on achieving those objectives.

The Board delegates to the management in respect of the major
corporate matters as stated below:

1.  preparation of the annual and interim results of the Group
to be approved by the Board;

2 execution of the corporate strategies and directions of the
Group adopted by the Board;

3. implementation of sufficient systems of internal controls
and risk management procedures of the Group; and

4. carrying out daily business operations and decision-
makings of the Group, etc.

BOARD COMMITTEES

As an integral part of good corporate governance, the Board
has established various committees to oversee particular
aspects of the Company’s affairs. These committees are
governed by their respective terms of reference, which describe
the authorities and duties of these committees and will be
regularly reviewed and updated by the Board. These committees
include the Audit Committee, the Remuneration Committee,
the Nomination Committee, and the Executive Committee
whose terms of reference had been set out in writing and
have been uploaded to the websites of the Stock Exchange
(www.hkexnews.hk) and the Company (www.renco.com.hk)
respectively.
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ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility to prepare the
financial statements that give a true and fair view of the state
of affairs of the Group. The Board was aware of material
uncertainties relating to events or conditions that might
cast significant doubt upon the Group’s ability to continue
as a going concern which were detailed in Note 2 to the
consolidated financial statements. Having considered the factors
in Note 2, the Board has prepared the accounts on a going
concern basis.

The reporting responsibilities of the Company’s auditor,
ZHONGHUI ANDA CPA Limited, are set out in the Independent
Auditor’s Report on pages 119 to 128 of this annual report.

AUDIT COMMITTEE

The Audit Committee is composed of three INEDs throughout
the Year.

The chairman of the Audit Committee is an INED who has
the appropriate professional qualifications and experience
in accounting or related financial management expertise as
required by the Listing Rules. The Audit Committee discharges
its responsibilities as follows and in accordance with its existing
terms of reference being adopted by the Board:

1. reviewing and monitoring the integrity of the interim and
annual results and financial statements of the Company
and of the Group and reviewing significant financial
reporting judgements;

2. reviewing and monitoring the reporting, accounting and
financial policies and practices of the Group;
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reviewing and primarily responsible for making
recommendation to the Board on the appointment,
appointment, retirement, resignation or removal of
the Company’s external auditor and reviewing their
remuneration and terms of engagement, discussing their
audit plan and scope of audit, and monitoring the external
auditor’s independence, objectivity and effectiveness of the
audit process up to applicable standard, and also reporting
the issues raised by the external auditor, including but
not limited to those stated in their management letter
addressed to the Board, implementing policy on engaging
external auditor to supply non-audit services;

re-

acting as the key representative body for overseeing the
Company'’s relations with the external auditor;

reviewing the fairness and reasonableness of connected
transaction(s) or continuing connected transaction(s) of the
Company, if any;

ensuring full access by the respective responsible teams
of the Group under corporate governance function of any
concerns that may have arisen during the course of their
corporate governance works;

conducting annual review of the effectiveness of the
Group’s internal control and risk management systems
as delegated by the Board and considering any findings
of major investigation of its internal control and risk
management matters; and ensuring the Group's
management has discharged its duty to have an effective
internal control and risk management system including the
qualifications and experience of
staff from the Group; and

adequacy of resources,

reviewing arrangements which can be used by employees
of the Company, in confidence, to raise concerns about
possible improprieties in financial reporting, internal
control or other matters, and the whistleblowing policy
and system for employees which has been adopted by the
Board.

i =
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During the Year, three Audit Committee meetings were held
(whereas two of which had been held with the attendance of
the Company’s external auditor) to review the financial results
and reports for the year ended 31 December 2020 and for
the six months ended 30 June 2021, risk management and
internal control processes, related party transactions, continuing
connected transactions and discloseable transactions (if any),
roles and responsibilities as well as works performed by the
teams under corporate governance function, and the re-election
of the Company's external auditor.

The Audit Committee has reviewed the consolidated annual
results and financial statements of the Group for the Year,
including the significant accounting principles and practices
adopted by the Group.

The attendance record of each member of the Audit Committee
at its meetings during the Year is set out below:

REFEE BRZEEBET=Rg% (H
TMREREIN AT INEZBEANLE 2B
MTEERT)  UERABE_Z-_TF+°-A
S+ HLEFERBEE_FT_—FRB=+
HIEARBEREZMBEERRS  AREERA
BEEEF BEAIRZ FEREXS K
ATRERS WA) FEEEEABERK
ZABREEMMETZ T UKREEINE
22

BEREZECSCEEREFERNESFEZRS
EXERMBRE OEFAEERMNZERS
stIRAIR B A -

REFE KBRZEZEENENHEERZHE
feEESWMT

Attendance
Members of Audit Committee EZEZESHE HEX
Mr. Lau Fai Lawrence (Chairman) RIELE (F/E) 3/3
Mr. Ng Man Kung (Member) BRE (E) 3/3
Mr. Mak Kwok Kei (Member) EHEELE (HE) 3/3
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Auditor’s Remuneration =R EM A =

The Audit Committee is responsible for considering the BWBIZZECEEEZELTEREEIIEZHKLM-
appointment and re-election of the external auditor. During the RAXREER > REBAEIIEZHMPEZED
Year, the remunerations paid/payable to the external auditor, EtENIEEFIBRABSZAUTNER :
ZHONGHUI ANDA CPA Limited, were as follows:

Fee paid/
payable
Type of services provided by the external auditor YMEEAZ EXEM IR 1t 2~ ARFS 48 R eft  EER
(HK$'000)
(FET)
Audit services: ZERTE -

Audit of the financial statements for the year ended EBEZEE_E_—4F+"H=+—H
31 December 2021 IFFEZFEMBRE 1,600
Tax services IR 600
2,200
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REMUNERATION COMMITTEE
Throughout the Year, three members of the Remuneration
Committee were INEDs.

The Remuneration Committee performs the following roles
and functions in accordance with its terms of reference and its
written remuneration policy adopted by the Board:

68

ensuring formal and transparent procedures for overseeing,
developing and determining policies on the remuneration
packages of Directors and the Company’s senior
management;

assessing the achievement and performance and reviewing
the performance-based remuneration of executive
Directors and the Company’s senior management by
reference to the Company’s corporate goals;

approving the terms of executive Directors’ service
agreements or letters of appointment (as appropriate);

providing effective supervision and administration of the
Company'’s share award or option schemes and other share
incentive schemes (if available);

(i) determining with delegated responsibility on
the remuneration packages of individual executive
Directors and the Company’s senior management or
(i) recommending to the Board on executive Directors’
and the Company’s senior management’'s remuneration
packages (whereas the Remuneration Committee adopted
this model (ii) during the Year), and (iii) reviewing the
remuneration of non-executive Directors and INEDs; and

ensuring that no Director or any of his associates is
involved in deciding his own remuneration.
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During the Year, one Remuneration Committee meeting was
held to discuss and review the remuneration packages and
bonus (if any) of executive Directors and other Directors and the
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terms of their service agreements and letters of appointment, EE#M XA KRAER ZHMNER (22

the management’s remuneration and the remuneration #MEZEE@RESEKR EHHBA) -

policy of the Company and the Group (with reference to the

Remuneration Committee’s terms of reference and Listing

Rules).

The attendance record of each member of the Remuneration RAEE  EHMNEETHENRHEGEZ ZHE

Committee at its meeting for the Year is set out below: AERESIWT -

Attendance

Members of Remuneration Committee FrNEEERE H
Mr. Ng Man Kung (Chairman) B E (F/EF) 171
Mr. Lau Fai Lawrence (Member) RIS (B E) 11
Mr. Mak Kwok Kei (Member) EERERE (HS) 1/1

During the Year, the Company has reviewed and made RER > &xA T E MR ENEER (TEHBNE

recommendations to the Board on the remuneration policy (the
“Remuneration Policy”) as at the date of this annual report
which were set out below:

Purpose

The purpose of the Remuneration Policy is to set out the
principles by which the remuneration of the Directors and the
senior management of the Group are determined.

Remuneration of the Directors

The Directors, with the exception of the Chairman of the
Board,
time by the Board, and subject to review by the Remuneration
Committee pursuant to the power given by the Shareholders
under the Bye-laws, with reference to the contribution of the
Directors in terms of time, skills and expertise, the prevailing
market conditions and the remuneration benchmark in the
industry.

receive a fixed fee. The fee is determined from time to

No Director or any of his associates is involved in deciding his
own remuneration.
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The Remuneration Committee would review and approve
compensation arrangements relating to dismissal or removal
of Directors for misconduct in consistent with their contractual
terms of employment and are otherwise reasonable and
appropriate.

Remuneration of executive Directors and Senior
Management

The executive Directors and senior management of the Group
are rewarded in line with the market rate and in compliance
with statutory requirements of all jurisdictions where the
Company operates.

Reference should be made by considering salaries paid by
comparable companies, time commitment and responsibilities
and employment conditions elsewhere in the group.

A significant proportion of executive Directors’ remuneration
should link rewards to corporate and individual performance.

The Directors may also be entitled to a bonus which depends
on both their own performance and the financial results of the
Group.

The remuneration levels of the executive Directors and senior
management of the Group should be sufficient to attract
and retain Directors to run the Company successfully without
paying more than necessary and with reference to the Board's
corporate goals and objectives.

Each of the executive Directors and senior management of
the Group has executed contract of employment or letter of
employment with the Company, whereas any compensation
payable for any loss or termination of office or appointment
has been stated in employment contracts or letters whose
contractual terms are fair and not excessive.

Remuneration of Non-executive Directors

The remuneration of non-executive Directors and INEDs has
been recommended by the Remuneration Committee to the
Board for consideration.
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Each of the non-executive Directors and INEDs has executed
letter of employment with the Company, whereas any
compensation payable for any loss or termination of office or
appointment has been stated in employment letters whose
contractual terms are fair and not excessive.

Reference has been made by considering salaries paid by
comparable companies, time commitment and responsibilities
and employment conditions elsewhere in the group.

Regular review on the Remuneration Policy

The Remuneration Policy is intended to provide a flexible set
of guidelines for the effective functioning of the Company's
remuneration package. The Board and the Remuneration
Committee intend to review the Remuneration Policy at least
annually and anticipate that modifications may be necessary
from time to time as the Company’s needs and circumstances
evolve, and as applicable if and where the legal obligations or
any applicable statutory requirements change.

During the Year, the Company has reviewed and made
recommendations to the Board on the remuneration packages
of Directors and the Company’s senior management.

Share option scheme

The Company may establish and operate share option scheme
("“Scheme”) for the purposes of providing incentives and
rewards to eligible participants, including Directors and senior
management of the Group for their contribution to the success
of the Group’s operations with the Scheme’s terms and
conditions being made reference to the requirements of the
Listing Rules, the Bye-laws, laws of Hong Kong or Bermuda
or other regulations (whichever applicable) at any time the
Directors think favourable to the Company for recommendation
to the Shareholders for adoption at any of the Company’s
general meeting.
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Share award scheme

On 17 May 2016, the Company adopted a share award scheme
(the “Share Award Scheme”), which is not subject to the
provisions of Chapter 17 of the Listing Rules.

The purposes of the share award scheme are (i) to provide those
eligible persons with an opportunity to acquire a proprietary
interest in the Company; (ii) to encourage and retain such
individual to work with the Company; and (iii) to provide
additional incentive for them to achieve performance goals, with
a view to achieving the objectives of increasing the value of the
Company and aligning the interests of those eligible persons
directly to Shareholders through their ownership of shares in the
Company.

In order to reduce the operating cost and due to the changes of
the operating strategies of the Group, the Share Award Scheme
was terminated and cancelled on 27 March 2020. Further
details in relation to the termination of the Share Award Scheme
were set out in the Company’s announcement dated 27 March
2020.

NOMINATION COMMITTEE
Throughout the Year, three members of the Nomination
Committee were INEDs.

The Nomination Committee performs the following roles and
functions in accordance with its nomination procedures and
criteria as follows and in accordance with its terms of reference
and its written nomination policies adopted by the Board:

1. determining the policy for the nomination of Directors
during the Year;

2. adopting the nomination procedures and the process
and criteria to select and recommend candidates for
directorship during the Year by considering the candidates’
past performance and experience, academic and working
qualifications, general market conditions in accordance
with the requirements set out in the Listing Rules and the
Bye-laws so as to make the composition of the Board filled
with a diverse and a balance of skills and experience;
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3. reviewing regularly the roles of Directors and considering
any issue on conflict of interest, their performance and
conduct;

4. assessing the independence of INEDs pursuant to the
requirements set out in the Listing Rules; and

5. reviewing regularly the Nomination Policy and Board
Diversity Policy of the Company to ensure the effectiveness
of these policies and to review any progress on achieving
those objectives in these policies.

During the Year, one Nomination Committee meeting was held
to discuss and review (i) the retiring Directors to be re-elected
at the 2021 annual general meeting of the Company; (ii) the
independence of the INEDs; (iii) the terms of appointment of
Directors; (iv) the structure, size and composition (including
the gender, skills, knowledge and experience) of the Board; (v)
the role, performance and conduct of the existing Directors
(including but not limited to the issues on any conflict of
interest); (vi) any nomination of potential candidate in place of
the resigned Director(s) to the Board; and (vii) the Nomination
Policy and Board Diversity Policy (including its measurable
objectives and progress on achieving those objectives) of the
Company (with reference to the Nomination Committee’s terms
of reference and Listing Rules).

The attendance record of each member of the Nomination
Committee at its meeting for the Year is set out below:
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Mr. Ng Man Kung (Member) EXHEE (E) A

Mr. Lau Fai Lawrence (Member) RNELRE (BHE) 1/1
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The Board has adopted the Nomination Policy to enhance its
effectiveness. The Nomination Policy is intended to provide a
flexible set of guidelines for the effective functioning of the
Company’s nomination process. The Board and the Nomination
Committee intend to review the Nomination Policy (together
with the Board Diversity Policy) at least annually and anticipate
that modifications may be necessary from time to time as the
Company’s needs and circumstances evolve, and as applicable
if and where the legal obligations or requirements in the Listing
Rules or laws of Hong Kong or Bermuda or other regulations
change. The details of the Nomination Policy as at the date of
this annual report were set out below:

Purpose

The purpose of the Nomination Policy is to set out the process
by which candidates of possible inclusion in the Company's
recommended slate of director nominees are selected.
The Nomination Policy is administered by the Nomination
Committee.

Composition of the Board
The Nomination Committee will ensure that:

1. the Board will consist of Directors with a variety and
a balance of skills and experience in accounting,
manufacturing, marketing, finance, investment and legal
professions and with reference to the criteria and diversity
set out in the Board Diversity Policy and the Listing Rules;

2. the Company should maintain the minimum number of
INEDs as required by the Listing Rules;

3. anew INED should be appointed if all INEDs on the Board
have served more than 9 years as long-serving INEDs;

4.  regular assessment will be conducted on the independence
of INEDs for the purpose of Rule 3.13 of the Listing Rules,
especially considering the independence of those long-
serving INEDs and if there is any reason for doubting
whether such INED is still considered as independent
pursuant to the Listing Rules or other regulations, it
may propose the re-designation of the INED into other
directorate position in the Board; and
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5. the Board should not consist of Directors with a
single gender and will endeavour to comply with the
requirements of the diversity of the Board from time to
time with effect from the date(s) stipulated by the Listing
Rules and with reference to the Board Diversity Policy of
the Company.

Nomination and selection criteria

The Nomination Committee will take into account the
Company’s current requirements and the qualities needed for
the Board’s services when the candidate is being considered for
election as Director, including but not limited to:

1. the ethical character, integrity and maturity of judgment of
the candidate;

2. the candidate’s experience at the policy-making level
in the industry and business, the PRC and Hong Kong
governments, education or other settings;

3. the candidate’s insight into material aspects of the
Company’s business;

4. the expertise of the candidate in areas that are useful to
the Company and complementary to the background and
experience of other Board members;

5. the candidate’s willingness to take an active interest in the
Company’s affairs and obtain a general understanding of
its business, and to devote the required amount of time
to carrying out the duties and responsibilities of the Board
and various committees’ membership if being invited,;

6. the candidate’'s willingness to report to the Board in a
timely manner any new change in his/her office held
in other public companies or organisations and other
significant commitments, the time involved, identities of
such public companies and organisations;

7. the willingness of the candidate to serve on the Board for
multiple terms;
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10.

1.

12.

13.

14.

15.
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the willingness of the candidate to refrain from engaging
in activities that may be in conflict with the Director’s
duties and responsibilities to the Company and its
Shareholders;

the candidate’s independence under the Listing Rules,
especially if he/she is appointed as INED, and if the
proposed INED will be holding his/her seventh (or more)
listed company directorship, the reasons why the Board
believes the individual would still be able to devote
sufficient time to the Board, his/her perspectives, skills and
experience that he/she can bring to the Board and how the
proposed INED contributes to diversity of the Board;

the candidate’s service on other boards of directors of the
Group or of other companies (whether they are listed or
non-listed);

the candidate’s willingness to participate in continuous
professional development courses annually to be arranged
and funded by the Company;

the candidate’s willingness to attend general meetings of
the Company;

the candidate’s obligation to disclose his/her information
on all civil judgments of fraud, breach of duty, or other
misconduct involving dishonesty (if any);

the candidate’s willingness to comply with the Listing Rules
and other regulatory requirements in full for discharging
Directors’ liabilities; and

whether the candidate as Director can achieve the diversity

of the Board as set out in the Listing Rules from time to
time.
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For those potential new director candidates who appear upon
first consideration to meet the Board’'s selection criteria, the
Nomination Committee will conduct appropriate inquiries into
their background and qualifications and, depending on the
result of such inquiries, arrange for in-person meeting with the
potential candidates.

In the case of incumbent Directors whose terms of office are set
to expire, the Nomination Committee will review such Directors’
overall service to the Company during their terms of office in
the Company, and if feasible and appropriate, will conduct an
exit interview.

The Nomination Committee may use multiple sources for
identifying potential new director candidates, including but not
limited to:

1. its own contacts and referrals from other Directors,
members of the management of the Company, the
Company’s professional advisors, and executive search
firms;

2. the potential new director candidates being recommended
by the Shareholders with the evaluation in the
same manner with other director candidates being
recommended by other sources; and

3. making recommendations for potential new director
candidates to be proposed to the Board for election at
the forthcoming annual general meeting of the Company.
The Nomination Committee will consider any written
recommendation of potential new director candidates
pursuant to Bye-law 85 of the Bye-laws. Recommendations
must include the candidate’s name, contact information
and a statement of the candidate’s background and
qualifications, and must be lodged at the head office or
the registered office of the Company for the attention of
the chairman of the Board/Company Secretary.
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The Board has adopted the Board Diversity Policy to enhance
its effectiveness. In designing the Board’'s composition, the
Board Diversity Policy has been considered from a number
of aspects, including but not limited to gender, age, cultural
and educational background, ethnicity, regional and industry
experience, professional experience, skills, knowledge, length of
services and time to be devoted as a Director. The Company will
consider all measurable objectives for implementing the Board
Diversity Policy, and also take into account factors relating to its
own business model and specific needs from time to time. The
Board strives to ensure that it has the appropriate balance of
skills, experience and diversity of perspectives that are required
to support the execution of its business strategies and in order
for the Board to be effective. The ultimate decision will be based
on merit and contribution that the selected candidates will bring
to the Board. The details of the Board Diversity Policy were set
out below:

1. Purpose
1.1 The Board Diversity Policy sets out the approach to
diversity on the Board.

2. Scope of Application
2.1 The Company recognises and embraces the benefits
of having a diverse Board to enhance the quality of its
performance.

2.2 The Board Diversity Policy applies to the Board and
does not apply to diversity in relation to employees of
the Group.

3. Board Diversity Policy Statement
3.1 In designing the Board’s composition, the Company
recognises and embraces the benefits of diversity in
Board members.

3.2 Board diversity has been considered from a number
of aspects, including but not limited to gender,
age, cultural and educational background, ethnicity,
regional and industry experience, professional
experience, skills, knowledge and length of service.
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3.3

The Nomination Committee reviews and assesses
the composition of the Board and makes
recommendations to the Board on appointment of
new Directors. All Board appointments will be based
on meritocracy, and candidates will be considered
against objective criteria, having due regard for the
benefits of the Board’s diversity.

4. Measurable Objectives

4.1

4.2

4.3

The Nomination Committee will discuss and agree
annually all measurable objectives for implementing
the Board Diversity Policy and achieving the Board's
diversity and recommend them to the Board for
adoption.

Selection of candidates for Board members will
be based on a range of diversity perspectives,
including but not limited to gender, age, cultural
and educational background, ethnicity, regional and
industry experience, professional experience, skills,
knowledge and length of service, as well as the
criterion set out in the Company’s Nomination Policy.
The ultimate decision will be based on merit and
contribution that the selected candidates will bring to
the Board.

The Board’'s composition (including gender,
age, length of service, educational background,
professional experience, skills and knowledge) will
be disclosed in the Company’s CG Report annually
in accordance with the requirements of the Listing
Rules.

5. Monitoring and Reporting

5.1

The Nomination Committee will report annually,
in the CG Report, on the Board’'s composition
under diversified perspectives, and monitor the
implementation of the Board Diversity Policy.
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6. Review of the Board Diversity Policy
6.1 The Nomination Committee will review the Board
Diversity Policy regularly, as appropriate, to ensure
the effectiveness of the Board Diversity Policy and to
review any progress on achieving those objectives in
the Board Diversity Policy.

6.2 The Nomination Committee will discuss any revisions
that may be required, and recommend any such
revisions to the Board for consideration and approval.

Under the CG Code provision B.2.2, every Director, including
those appointed for a specific term, should be subject to
retirement by rotation at least once every three years. The Bye-
laws has provided that at each annual general meeting one-
third of the Directors for the time being (or, if their number is
not a multiple of three, the number nearest to but not less than
one-third) shall retire from office by rotation provided that every
Director shall be subject to retirement at least once every three
years.

The Bye-laws has provided that the Board shall have power from
time to time and at any time to appoint any person as a Director
either to fill a casual vacancy or as an addition to the Board. Any
Director so appointed to fill casual vacancy shall hold office until
the first general meeting of the Company after his appointment
and shall then be subject to re-election at such meeting and any
Director appointed by the Board 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, but shall not be taken into account in determining
which particular Directors or the number of Directors who are to
retire by rotation at such meeting.

80 Renco Holdings Group Limited Annual Report 2021

6. M@HZTIEER
6.1 RBEZEEGREMNEERK KGN
BUR IR RZ T EBERZ B3t »
UEkBHERZ TERREBER

ZEFEE-

62 RELZRTHENHEARB LY
2T URBESEREEME
R EEEEH -

REBECETFABRXB2.2  BRES (BEA
BRERHZER) BRAER ELE8=F—
RoARBZHEBMAREE RERFEEKX
L ER=ZDZ—2EE (RWESHEL
F=2BRECRARBAEBADIN=Z02—28
F)RWAGR BEREFTEAELE=FH
MER—Re

FATEBERRE EFEARIFREME
AEEBEZEENATHEESTNEFESS
ETRUMAEEG - EAELEZEZERZ
A EEEHEZERE —EEALRFAREX
TURENZERLEEET T RHESE
ERREERTENENERES  HEHRE
TEARATDRRBAERERL BRFEER
ERES ERIAESFARNZERREREZ
BEEEFAEFAHR-



EXECUTIVE COMMITTEE

The Executive Committee operates with overall delegated
authority from the Board. The Executive Committee carries out
the following tasks for the purposes of dealing with the affairs
relating to the day-to-day operations of the Group:

1. determining group strategies;

2. setting targets for the management;
3. reviewing business performance;

4.  ensuring adequate funding; and

5. examining major investments.

During the period from 1 January 2021 to 3 November 2021,
the sole member of the Executive Committee was Mr. Shan
Yongxin (a then executive Director) who resigned as member
of the Executive Committee (following his resignation as
an executive Director) with effect from 4 November 2021.
Following the resignation of Mr. Shan Yongxin with effect
from 4 November 2021, there was no member in the Executive
Committee as at the date of this annual report.

During the Year, no Executive Committee meeting had been
held as no significant events and transactions were carried out.

During the Year, the terms of reference for the Executive
Committee had been amended and restated.
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TRAINING AND SUPPORT FOR DIRECTORS

The Group provides briefings, reading materials and other
training opportunities to develop and refresh the Directors’
knowledge and skills so as to keep them abreast of their
collective responsibilities and to put more emphasis on the
importance of roles, functions and duties of Directors.

The Group continuously updates the Directors on the latest
developments regarding the Listing Rules and other applicable
regulatory requirements, to ensure compliance and enhance
their awareness of good corporate governance practices, and
to ensure that their contribution to the Board remains informed
and relevant.

During the Year and as required by and in compliance with the
CG Code, the Directors participated in the following trainings:

EFHEIIKRZE
AEERHEEN T REEN KEMEIE
TOUERKRERSF2AHARE RS
RZFREERERS EEEES2AC B
BERBEZEE M

FEBFERL LT RUKREMBEREERE
ZHERARNERAESFRERMER  DHER
BTITREFCXEARR LRSBREHZFR
MzBd URBRREENBEZERLTHE
EEFRYEREZEM

REFE REEETRZREE EFE2 A
BUF 53l

Types of Training

Name of Directors EEHA o pe R
Executive Directors HITEE
Mr. Cheok Ho Fung S0 R L% A - C
Mr. Shan Yongxin BRERE
(resigned on 4 November 2021) (BR-ZFEZ—F

+—A 9 H FFHE) - - C
Non-executive Director FHITEE
Mr. Li Yongjun (Chairman) FXEBEERE (FE) - - C
INEDs BUFHITEE
Mr. Ng Man Kung SRRt - - @
Mr. Lau Fai Lawrence E e A - -
Mr. Mak Kwok Kei EEELE - - C

A:

giving talks at seminars/conferences/forums

attending seminars/conferences/forums (via different means)

self-reading: (newspapers, journals and updates on: global and
Hong Kong economy, business of the Group, updates on Listing
Rules, directors’ duties, relevant statutory requirements)
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CORPORATE MANAGEMENT, RISK
MANAGEMENT AND INTERNAL CONTROL

The Board established a whistleblowing policy on 27 March
2012 which deals with and governs proper and fair concerns
raised by the Group’'s employees about any suspected
malpractice or misconduct regarding financial reporting, internal
control or other matters within the Group. The Audit Committee
shall review regularly this policy and ensure that arrangements
are in place for independent and fair investigation of these
matters and for appropriate following-up action.

The responsible teams of different sections or departments
within the Group under corporate governance function play a
major role in monitoring the internal corporate governance of
the Group. They have unrestricted access to the information
that allow them to review all aspects of the Group’s risk
management and governance processes in connection with
nature of compliance and legal requirements. It also has the
power to consult directly with the Audit Committee without the
consent of the Company’s management.

During the Year, the Group has complied with the CG Code
by establishing appropriate and effective risk management and
internal control systems. Management is responsible for the
design, implementation and monitoring of such systems, while
the Board oversees management in performing its duties on
an ongoing basis. Main features of the risk management and
internal control systems are described in the sections below:

Risk Management System

The Group adopts a risk management system which manages
the risk associated with its businesses and operations. The
system comprises the following phases:

o Identification: ldentify ownership of risks, business
objectives and risks that could affect the achievement of

objectives.

e Evaluation: Analyse the likelihood and impact of risks and
evaluate the risk portfolio accordingly.
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. Management: Consider the risk responses, ensure effective
communication to the Board and on-going monitor the
residual risks.

Based on the enterprise risk assessments conducted in 2021, no
significant risk was identified which might materially affect the
Group’s businesses and operations except the adverse impacts
of the COVID-19 outbreak.

Internal Control System

The Company has an internal control system in place which is
compatible with the Committee of Sponsoring Organizations
of the Treadway Commission (“COSO”) 2013 framework. The
framework enables the Group to achieve objectives regarding
effectiveness and efficiency of operations, reliability of financial
reporting and compliance with applicable laws and regulations.
The components of the framework are shown as follows:

° Control Environment: A set of standards, processes and
structures that provide the basis for carrying out internal
controls across the Group.

o Risk Assessment: A dynamic and iterative process for
identifying and analyzing risks to achieve the Group’s
objectives, forming a basis for determining how risks
should be managed.

o Control Activities: Actions established by policies and
procedures to help ensuring that management directives to
mitigate risks to the achievement of objectives are carried
out.

o Information and Communication: Internal and external
communication to provide the Group with the information
needed to carry out day-to-day controls.

o Monitoring: Ongoing and separate evaluations to ascertain

whether each component of internal control is present and
functioning.
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In order to enhance the Group’s system of handling inside
and to ensure the truthfulness,
completeness and timeliness of its public disclosures, the Group

information, accuracy,
also adopts and implements an inside information policy and
procedures for the Group's directors, officers and all relevant
employees. The term refers to employee
of the Group, who, because of his office or employment, is
likely to be in possession of the unpublished inside information.
The above-mentioned persons are also recommended to
“Guidelines on Disclosure of Inside

“relevant employee”

make reference to the
Information” issued by the Securities and Futures Commission in
June 2012. Certain reasonable measures have been taken from
time to time to ensure that proper safeguards exist to prevent a
breach of disclosure requirement in relation to the Group, which
include:

o The access of information is restricted to a limited number
of employees on a need-to-know basis. Employees who
are in possession of inside information are fully conversant
with their obligations to preserve confidentiality.

o Confidentiality agreements are in place when the Group
enters into significant negotiations.

o The executive Directors are designated persons who speak
on behalf of the Company when communicating with
external parties such as the media, analysts or investors.

o Internal controls on handling and dissemination of inside
information are in place.

Based on the internal control reviews conducted in 2021, no
significant control deficiency which might affect the reliability
and effectiveness of the Group’s internal controls was identified.

Internal Auditors

The Group has an internal audit (“IA") function, which consists
of professional staff with relevant expertise performed by a
professional firm. The IA function is independent from the
Group's daily operation and carries out appraisal of the risk
management and internal control systems by conducting
interviews, walkthroughs and tests of operating effectiveness.
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An |A plan has been approved by the Board. According to the
established plan, a review of the risk management and internal
control systems of the Group is conducted annually and the
results are reported to the Board through the Audit Committee.

Effectiveness of the Risk Management and Internal
Control Systems

The Board is responsible for the risk management and internal
control systems of the Group and ensures that review of the
effectiveness of these systems has been conducted annually.
Several areas have been considered during the Board's review,
which include but not limited to (i) the changes in the nature
and extent of different levels of risks since the last annual
review, and the Group’s ability to respond to changes in its
business and the external environment; and (ii) the scope and
quality of management’s ongoing monitoring of risks and of the
internal control systems.

The Board, through its review and the review made by IA
function and the Audit Committee during the Year, concluded
that the risk management and internal control systems were
effective and adequate. Such systems, however, are designed
to manage rather than eliminate the risk of failure to achieve
business objectives and can only provide reasonable and not
absolute assurance against material misstatement or loss. It
is also considered that the resources, staff qualifications and
experience of relevant staff were adequate and the training
programs and budget provided were sufficient.

OPERATION RISKS

The Group has implemented appropriate policies and procedures
for all major operations. The management closely monitors
the procurement process and performs due diligence check on
suppliers. The quality assurance department and the reliability
department ensure the stability of the manufacturing process
and monitor products quality. The Group also strives to promote
human resources reforms and comprehensively enhances cost
management. At the same time, the management also keeps
a close eye on every investment process to ensure that they
have exercised due care towards those investments made. By
establishing clear policies and a well-documented business
process, the exposure to operation risks is considered as minimal
by the Group.
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INVESTOR RELATIONS AND COMMUNICATION
The Board established a shareholders’ communication policy
on 27 March 2012 for maintaining an on-going dialogue with
the Shareholders and other stakeholders and encouraging them
to communicate actively with the Company. This policy sets
out the principles of the Company, in relation to shareholders’
communications, with the objective of ensuring that its
communications with the Shareholders and other stakeholders
(including potential investors) with ready, equal and timely
access to balanced and understandable information about the
Company (including its financial performance, strategic goals
and plans, material developments, governance and risk profile),
in order to enable the Shareholders and other stakeholders
to exercise their rights in an informed manner mainly through
the Company’s corporate communications (such as interim
and annual reports, announcements and circulars, notices of
meetings, proxy forms and listing documents), annual general
meetings and other general meetings, as well as disclosure on
the website of the Company.

Interim reports, annual reports and circulars and associated
explanatory documents etc are sent to the Shareholders and are
also posted on the Stock Exchange’s website (www.hkex.com.
hk) and the Company’s website (www.renco.com.hk) under a
dedicated “Investor Relations” section in plain language and in
both English and Chinese versions or where permitted, in single
language, and will be updated on a regular basis and in a timely
manner. The Company’s website provides the Shareholders with
the corporate information, such as principal business activities,
the development of corporate governance and the corporate
social responsibilities of the Group such as environmental
protection, etc.
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Shareholders are provided with contact details of the Company,
such as telephone hotline, fax number, email address and postal
address (as indicated below), in order to enable them or even
the Board to make any enquiry that they may have with respect
to the Company or the Group. In addition, if the registered
Shareholders have any enquiries about their shareholdings
and entitlements to dividend, they can contact Tricor Tengis
Limited, the Company’s Hong Kong Branch Share Registrar and
Transfer Office, through the online holding enquiry service at
www.tricoris.com or by email to is-enquiries@hk.tricorglobal.
com or hotline at (852) 2980 1333 or fax at (852) 2810 8185 or
in person at Level 54, Hopewell Centre, 183 Queen’s Road East,
Hong Kong.

The Company will not normally deal with verbal or anonymous
enquiries. However, Shareholders may send their enquiries to
the following contacts:

Principal place of
business in Hong

: Unit 2707, Tower One, Lippo Centre, 89
Queensway, Hong Kong

Kong
For the attention of Chairman of the
Board/Company Secretary
Telephone : (852) 2710 2323
Fax : (852) 2323 8137
Email . investor.relations@renco.com.hk

The Company’s general meetings allow the Directors, members
of the Audit Committee, the Remuneration Committee and
the Nomination Committee respectively, and its external
auditor to meet and communicate with its Shareholders and
to answer Shareholders’ questions. The Company will ensure
that the Shareholders’ views can be properly communicated to
the Board. For each substantially separate issue at a general
meeting, a separate resolution should be proposed by the
chairman of that meeting, for instances, nomination of persons
as Directors by means of a separate resolution. The Procedures
for Shareholders to Propose a Person for Election as a Director
of the Company has been uploaded on the website of the
Company.
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The proceedings of general meetings are reviewed from time
to time to ensure that the Company follows good corporate
governance practices. An annual general meeting shall be called
by not less than twenty clear business days’ notice and twenty-
one clear days' notice in writing at the least. All other general
meetings (including a special general meeting) shall be called by
ten clear business days’ notice and fourteen clear days' notice
in writing at the least (whereas the notice shall be exclusive of
the day on which it is given or deemed to be given and of the
day for which it is given), and the accompanying circular also
sets out details of each proposed resolution and other relevant
information as required under the Listing Rules.

The chairman of the general meetings exercises his power
under the Bye-laws to put each proposed resolution to the vote
by way of a poll, save for the resolutions (if any) proposed by
the chairman of the meeting regarding the approval on the
procedural or administrative matters as defined in the Listing
Rules. The procedures for demanding and conducting a poll are
explained at the general meetings prior to the polls being taken.
Shareholders who are entitled to attend and vote at a general
meeting are entitled to ask about the poll voting procedures
and details of the proposed resolutions at the general meeting
whose questions should be answered during the general
meeting prior to the conduction of poll voting. Announcement
on poll voting results of general meeting will be posted on the
Stock Exchange’s website and the Company’s website.

The Company continues to commit to a proactive policy of
promoting investor relations and effective communication with
the Shareholders and analysts by better utilising the Company's
website (www.renco.com.hk) as a channel to disclose the
Company’s updated information and corporate communications
to the Shareholders, stakeholders and the public on a timely
basis.
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Shareholders Rights

Convening a special general meeting by Shareholders

The Directors, pursuant to Companies Act 1981 of Bermuda
(as amended) (“Companies Act”) and Bye-law 58 of the Bye-
laws shall, on the requisition of the Shareholders holding at the
date of deposit of the requisition not less than one-tenth of the
paid up capital of the Company carrying the right of voting at
general meetings of the Company shall at all times have the
right, by written requisition to the Board or the secretary of
the Company, to require a special general meeting to be called
by the Board for the transaction of any business specified in
such requisition; and such meeting shall be held within two (2)
months after the deposit of such requisition. If within twenty-
one (21) days of such deposit the Board fails to proceed to
convene such meeting the requisitionists themselves may do
so in accordance with the provisions of section 74(3) of the
Companies Act.

The requisition must state the purposes of the general meeting,
and must be signed by the requisitionists and deposited at the
Company'’s registered office and the principal place of business
in Hong Kong, and may consist of several documents in like
form each signed by one or more requisitionists.

Pursuant to section 74(3) of the Companies Act, if the Directors
do not within twenty-one days from the date of the deposit of
the requisition proceed duly to convene a general meeting, the
requisitionists, or any of them representing more than one half
of the total voting rights of all of them, may themselves convene
a general meeting, but any general meeting so convened shall
not be held after the expiration of three months from the said
date.

A general meeting convened by the requisitionists shall be

convened in the same manner, as nearly as possible, as that in
which general meetings are to be convened by the Directors.
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Any number of Shareholders representing not less than one-
twentieth (1/20) of the total voting rights of all the Shareholders
or not less than 100 Shareholders, may make a requisition in
writing to the Company to do the following (which will be
done at the expense of the requisitionists unless the Company
otherwise resolves):

(i) to give the Shareholders a notice of the next annual
general meeting and notice of any resolution which may
properly be moved and is intended to be moved at that
meeting; and/or

(i) to circulate to the Shareholders a notice of any general
meeting sent to them any statement of not more than one
thousand (1,000) words with respect to the matter referred
to in any proposed resolution or the business to be dealt
with at that meeting.

A copy of the requisition signed by the requisitionists, or
two or more copies which contain the signatures of all the
requisitionists, must be deposited at the registered office and
the principal place of business in Hong Kong of the Company in
the following manner:

(i) in the case of a requisition requiring notice of a resolution,
not less than six weeks before the meeting; and

(ii) in the case of any other requisition, not less than one week
before the meeting,

and there must be deposited or tendered with the requisition a
sum reasonably sufficient to meet the Company’s expenses in
giving effect thereto.

However please note that if, after a copy of the requisition
requiring notice of a resolution has been deposited at the
principal place of business of the Company in Hong Kong,
an annual general meeting is called for a date six weeks or
less after the copy has been deposited, the copy though not
deposited within the time limit stated above shall be deemed to
have been properly deposited for the purposes thereof.
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Any reasonable expenses incurred by the requisitionists by
reason of the failure of the Directors duly to convene a general
meeting shall be repaid to the requisitionists by the Company.

Putting forward proposals at general meetings

A Shareholder shall make a written requisition to the Board or
the company secretary of the Company via email at the email
address of the Company at investor.relations@renco.com.hk, or
at the principal place of business of the Company in Hong Kong
at Unit 2707, Tower One, Lippo Centre, 89 Queensway, Hong
Kong, specifying his/her/its shareholding information, his/her/
its contact details and the proposal (the “Proposal”) he/she/
it intends to put forward at the general meeting regarding any
specified transaction/business with supporting documents.

The identity of the Shareholder and his/her/its request will be
verified with the Company’s branch share register in Hong Kong
and upon confirmation by the branch share registrar that the
request is proper and in order and made by a Shareholder, the
Board will determine in its sole discretion whether the Proposal
may be included in the agenda for the general meeting to be set
out in the notice of meeting.

Putting forward enquiries to the Board

Shareholders may at any time send their enquiries and concerns
to the Board in writing to the principal place of business of the
Company in Hong Kong at Unit 2707, Tower One, Lippo Centre,
89 Queensway, Hong Kong for the attention of the Board of
Directors/Company Secretary.

Dividend Policy

The Company considers stable and sustainable returns to
the Shareholders to be the goal. The dividend policy aims
at enhancing transparency of the Company and facilitating
the Shareholders and investors to make informed investment
decisions relating to the Company.
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According to the dividend policy, while the Company intends to
declare and pay dividends in the future, the payment and the
amount of any dividends will depend on a number of factors,
including but not limited to:

(i)  the Group's actual and expected financial performance;

(i) the Group's expected working capital requirements, capital
expenditure requirements and future expansion plans;

(iii) profits available for distribution, retained earnings and

distributable reserves of the Company and each of the

members of the Group;

(iv) the Group's liquidity position;

(v) the general economic conditions and other internal or
external factors that may have an impact on the business
or financial performance and position of the Group; and

(vi) any other factors that the Board deems appropriate and

relevant.

The Company in general meeting may declare dividends
in any currency but no dividends shall exceed the amount
recommended by the Board. The recommendation of the
dividends by the Company shall be determined at the sole
discretion of the Board and shall be subject to any restrictions
under the Companies Act and every other Act of Bermuda,
the Bye-laws and any applicable laws, rules and regulations.
Any declaration of annual dividend for the financial year
ended of the Company will be subject to the approval by the
Shareholders. The dividend policy adopted by the Board is
intended for the Company to maintain adequate cash reserves
to meet its capital requirements, fund its future growth and
enhance shareholder value when dividends are recommended.

The dividend policy will continue to be reviewed by the Board
from time to time and there can be no assurance that dividends
will be proposed or declared in any particular amount for any
given period.

31 May 2022
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"REPORT OF THE DIRECTORS
EFEHRS

The Directors present their report and the audited consolidated
financial statements of the Group for the Year.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of the subsidiaries are set out
in Note 39 to the consolidated financial statements. There were
no significant changes in the nature of the Group’s principal
activities during the Year.

Details of the analysis of the Group's revenue for the Year by
geographical location are set out in Note 8 to the consolidated
financial statements.

BUSINESS REVIEW

A discussion on the Group’s business review, and operating
and financial performance during the Year and a discussion
on the Group’s future business development as well as the
Group’s financial key performance indicators are included
in the “Chairman’s Statement” on pages 5 to 7 and the
“Management Discussion and Analysis” on pages 8 to 55 of this
annual report.

Particulars on the Group's environmental policies and
performance, and key relationships with employees, customers,
suppliers and others were set out in the ESG Report on pages
263 to 300 of this annual report. All these disclosures form part
of the contents of the Report of the Directors.
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RISKS AND UNCERTAINTIES

The Group is now operating in a highly competitive business
and economic environment, in particular, the manufacturing
segment. Manufacturing segment is greatly affected by its
customers which are highly volatile combined with rising labour
and production costs. The Group’s manufacturing segment
has to compete with its competitors on various factors such
as product variety, product performance, customer service,
quality, pricing, new product innovation, timely delivery and
brand recognition. On the other hand, volatility in Hong Kong
securities market may affect the Group's performance on listed
securities investments resulting in fluctuations in unrealised fair
value gains or losses. Rising in interest rate is highly likely and
this will affect not only the Group’s costs of borrowings but
also costs of purchases on materials. In addition to risks and
uncertainties mentioned above, the Group is also subject to
market risk, credit risk and liquidity risk arising from the normal
course of the Group's business and further details of which are
set out in Note 6 to the consolidated financial statements.

COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

The Group continues to commit to comply with the relevant
laws and regulations such as the Companies Act in Bermuda,
the Companies Ordinance, the Listing Rules, and laws and
regulations implemented by relevant jurisdictions. The Company
believes the existing laws and regulations do not have any
significant effect on the Group's activities during the Year.

RESULTS AND DIVIDENDS

The Group’'s loss for the Year and the state of affairs of the
Group at that date are set out in the consolidated financial
statements on pages 129 to 133.

The Board has resolved not to recommend any declaration of
dividend payment for the Year (2020: Nil).
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SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets and liabilities
of the Group for the last five financial years, as extracted from
the audited consolidated financial statements, is set out on
page 262. This summary does not form part of the audited
consolidated financial statements.

SHARE CAPITAL

Details of movement in the Company’s issued share capital for
the Year are set out in Note 35 to the consolidated financial
statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Bye-
laws which would oblige the Company to offer new shares on a
pro rata basis to the existing Shareholders though there are no
restrictions against such rights under the laws of Bermuda.

PURCHASE, SALES OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed securities during
the Year.

RESERVES

Details of the movements in the reserves of the Group during
the Year are set out in the consolidated statement of changes in
equity on page 134.

DISTRIBUTABLE RESERVES

In accordance with the Companies Act, the contributed surplus
of the Company is available for distribution or payment of
dividends to the Shareholders provided that immediately
following such distribution or payment, the Company is able to
pay off its debts as and when they fall due.
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As at 31 December 2021, the Company’s reserves include
share premium of approximately HK$2,559,569,000 (2020:
HK$2,559,569,000) which may be available for dividend
distribution upon the passing of special resolution by the
Shareholders at the general meeting to reduce the share
premium amount and transfer it to contributed surplus after
offsetting with the accumulated losses of the Company.

MAJOR CUSTOMERS AND SUPPLIERS

For the Year, the revenue from the largest and the five largest
customers amounted to approximately 11% (2020: 17%) and
43% (2020: 74%) of the Group’s revenue respectively.

For the Year, the purchase of materials from the largest and the
five largest suppliers amounted to approximately 10% (2020:
11%) and approximately 41% (2020: 43%) of the Group's total
purchases respectively.

None of the Directors, or any of their close associates or any
Shareholders (which, to the best knowledge of the Directors,
own more than 5% of the number of issued shares of the
Company) has any interest in any of the five largest customers
and suppliers of the Group for the Year.

DIRECTORS’ RESPONSIBILITY IN RESPECT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
The Directors acknowledge their responsibility for preparing
the consolidated financial statements of the Group on a going
concern basis, with supporting assumptions or qualifications as
necessary, for each financial period which give a true and fair
view of the financial affairs of the Group.

SUFFICIENCY OF PUBLIC FLOAT

As at the date of this report and based on information that is
publicly available to the Company and within the knowledge of
the Directors, the Company has maintained the minimum public
float of 25% as required by the Listing Rules.
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CONNECTED TRANSACTION

Tenancy Agreement

On 29 May 2020, Topsearch Printed Circuits (HK) Limited
(“Topsearch PC (HK)”) as a tenant (an indirect wholly-
owned subsidiary of the Company), entered into a renewed
tenancy agreement (the “"Renewed Tenancy Agreement”)
with Keentop Investment Limited as a landlord (an investment
holding company and a connected person of the Company as
defined under the Listing Rules, which is beneficially owned as
to 50% by each of Mr. Cheok Ho Fung, an executive Director
and his spouse, Mrs. Cheok Chu Wai Min) in respect of the
lease of the properties known as House 7 and the Garden
appurtenant thereto and Car Parking Spaces Nos. 7A and 7B on
Basement Floor, Las Pinadas, No. 33 Shouson Hill Road, Hong
Kong for a lease term of three years commencing from 1 June
2020 to 31 May 2023 (both days inclusive) as director’s quarters
provided to Mr. Cheok and his family.

Keentop Investment Limited charged Topsearch PC (HK) a
monthly rental of HK$165,000 (exclusive of rates, management
fee and other outgoings) and a monthly management fee
of HK$18,000. The annual cap under the Renewal Tenancy
Agreement is HK$2,350,000. The terms of the Renewed Tenancy
Agreement have been negotiated on an arm’s length basis and
are considered as fair and reasonable and on normal commercial
terms and in the interests of the Company and the Shareholders
as a whole. The Renewed Tenancy Agreement constitutes a
connected transaction of the Company but is exempt from
Shareholders’ approval, annual review and all disclosure
requirements under the Listing Rules.

In respect of the Renewed Tenancy Agreement which constitutes
a connected transaction of the Company, the INEDs have
reviewed the said transaction and confirmed that the said
transaction has been entered into:

(1) after arm’s length negotiation and for the purpose of and
in the ordinary and usual course of business of the Group;

(2) on normal commercial terms; and
(3) according to the Renewed Tenancy Agreement governing

them on terms that are fair and reasonable and in the
interests of the Shareholders as a whole.
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DIRECTORS
The Directors during the Year and up to the date of this report
were:

Executive Directors:
Mr. Cheok Ho Fung
Mr. Shan Yongxin
(resigned on 4 November 2021)

Non-executive Director:
Mr. Li Yongjun (Chairman)

INEDs:

Mr. Ng Man Kung (resigned on 21 March 2022)
Mr. Lau Fai Lawrence

Mr. Mak Kwok Kei

In accordance with the Listing Rules and Bye-law 84 of the Bye-
laws, at each annual general meeting one-third of the Directors
for the time being (or, if their number is not a multiple of three
(3), the number nearest to but not less than one-third) shall
retire from office by rotation provided that every Director shall
be subject to retirement at least once every three years.

Pursuant to the Listing Rules and Bye-law 83(2) of the Bye-
laws, the Directors shall have the power from time to time and
at any time to appoint any person as a Director either to fill a
casual vacancy on the Board or, subject to authorization by the
Shareholders in general meeting, as an addition to the existing
Board but so that the number of Directors so appointed shall
not exceed any maximum number determined from time to time
by the Shareholders in general meeting. Any Director appointed
by the Board to fill a casual vacancy shall hold office until the
first general meeting of Shareholders after his appointment
and be subject to re-election at such meeting and any Director
appointed by the Board 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.
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Mr. Li Yongjun (non-executive Director) and Mr. Lau Fai
Lawrence (INED) shall retire from office by rotation pursuant to
Bye-law 84 of the Bye-laws, at the forthcoming annual general

meeting of the Company.

All the retiring Directors, being eligible, offer themselves for
re-election at the forthcoming annual general meeting of the
Company.

None of the Directors offering themselves for re-election at the
forthcoming annual general meeting of the Company has any
service contract with the Company in respect of any unexpired
period which is not determinable by the Company within one
year without payment of compensation (other than statutory
compensation).

BIOGRAPHICAL DETAILS OF DIRECTORS
Executive Directors

Mr. Cheok Ho Fung (“Mr. Cheok”)

Mr. Cheok (alias: Peter), aged 70, is an executive Director who
tendered his resignation as the deputy chairman of the Board
and a member of the Executive Committee with effect from 6
April 2020. He is the founder of the Group.

Mr. Cheok has over 30 years of experience in the PCBs industry
and is also involved in the business of real estate development in
China, and other high-tech products.

Mr. Cheok had held the positions of financial controller and
various management positions in different multinational
companies involved in computer related products, application
systems, motor vehicles and agricultural equipment, ship
repairing and oil-rig construction, business-form printing and
PCBs manufacturing. Mr. Cheok has been a fellow member of
the Association of Chartered Certified Accountants since 1980,
a fellow member of the Chartered Institute of Management
Accountants since 1981 and the Hong Kong Institute of
Certified Public Accountants since 1990.
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Mr. Cheok entered into a service agreement with the Company
on 30 May 2002 for an initial fixed term of three years and
shall continue thereafter for successive terms of one year each
commencing from the day immediately following the expiry
of the then current terms of the service agreement. Such
agreement may be terminated by either party by giving not
less than six months’ written notice to the other party. He is
subject to retirement by rotation and re-election at the annual
general meeting of the Company pursuant to the Bye-laws.
His remuneration and performance bonus was approved by the
Board subject to the authority granted by the Shareholders to
authorise the Board to fix the Directors’ remuneration at the
annual general meeting of the Company with reference to his
duties and responsibilities with the Company and the prevailing
market situation and shall be reviewed by the Remuneration
Committee from time to time. Under the service agreement with
Mr. Cheok, he was entitled to receive an annual remuneration of
approximately HK$5,227,000 including the housing benefits in
kind for the Year.

Prior to 15 January 2016, Mr. Cheok was one of the then
substantial Shareholders (as defined under the Listing Rules), a
director and a shareholder of Inni International Inc. which was
also one of the then substantial Shareholders.

Save as disclosed above, Mr. Cheok had not held any other
position with the Company or other members of the Group
and he had not held any other directorships in any other public
companies the securities of which are listed on any securities
market in Hong Kong or overseas in the last three years. Other
than the relationship arising from being an executive Director
(and being the deputy chairman of the Board and a member
of the Executive Committee before he tendered his resignation
with effect from 6 April 2020), Mr. Cheok does not have any
relationships with any other Directors and senior management,
substantial shareholders or controlling shareholders of the
Company. Mr. Cheok has no interest or deemed interest and
short positions in the shares, underlying shares and debentures
of the Company or its associated corporations (within the
meaning of Part XV of the SFO) and there are no other matters
concerning Mr. Cheok that need to be brought to the attention
of the Shareholders nor any information required to be disclosed
pursuant to sub-paragraphs (h) to (v) of Rule 13.51(2) of the
Listing Rules.
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Mr. Shan Yongxin (“Mr. Shan”) (resigned on 4 November
2021)

Mr. Shan, aged 42, was an executive Director of the Board and a
member of the Executive Committee prior to his resignation on
4 November 2021. He joined the Group on 30 August 2019 and
resigned as executive Director on 4 November 2021.

Mr. Shan obtained a Master’s degree in Economics from Central
University of Finance and Economics, the PRC in June 2004. He
was granted the qualification as a chartered financial analyst
("CFA") by CFA Institute certified by the Occupational Skill
Testing Authority of Ministry of Human Resources and Social
Security of the PRC in March 2010 and was registered as a non-
practicing member of the Chinese Institute of Certified Public
Accountants since September 2011.

Mr. Shan has over 15 years of working experience in corporate
finance, merger and acquisition, audit consulting and financial
management. From August 2004 to July 2011, Mr. Shan worked
with PricewaterhouseCoopers in Beijing. He was a departmental
manager prior to leaving PricewaterhouseCoopers in Beijing. Mr.
Shan then served with PricewaterhouseCoopers in New Zealand
during the period from August 2011 to July 2014. He was a
senior manager prior to leaving PricewaterhouseCoopers in New
Zealand. From December 2014 to April 2016, Mr. Shan was the
finance-in-charge officer of Anbang Insurance Group (USA).
During the period from April 2016 to September 2018, Mr.
Shan worked with Beijing Orient Landscape & Environment Co.,
Ltd., whose shares are listed on the Shenzhen Stock Exchange
(stock code: 002310). He had served in its various subsidiaries
and was a vice-president of one of its various subsidiaries before
he left. Since March 2019, Mr. Shan has been serving as the
vice president of Eternal Glory Holdings Limited, a substantial
Shareholder of the Company.
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On 30 August 2019, the Company entered into a service
agreement with Mr. Shan on his appointments as an executive
Director and a member of the Executive Committee for an
initial term of three years commencing from 30 August 2019.
The term is renewable automatically for successive term of
three years on the same terms and conditions, unless not less
than thirty days’ notice given by either party in writing of its
decision not to renew the agreement. Such agreement may be
terminated by either party by giving not less than three months’
written notice to the other party. He is subject to retirement
by rotation and re-election at the annual general meeting of
the Company pursuant to the Bye-laws. His remuneration was
approved by the Board subject to the authority granted by
the Shareholders to authorise the Board to fix the Directors’
remuneration at the annual general meeting of the Company
with reference to his duties and responsibilities with the
Company and the prevailing market situation and shall be
reviewed by the Remuneration Committee from time to time.
Under the service agreement with Mr. Shan, he was entitled
to an annual remuneration of approximately HK$2,533,000
per annum for the period from 1 January 2021 to 4 November
2021.

Save as disclosed above, Mr. Shan had not held any other
position with the Company or other members of the Group
and he had not held any directorship in any other public
companies the securities of which are listed on any securities
market in Hong Kong or overseas in the past three years. Other
than the relationship arising from being an executive Director
of the Board and a member of the Executive Committee, Mr.
Shan does not have any relationships with any other Directors,
senior management, substantial shareholders or controlling
shareholders of the Company. Mr. Shan has no interest or
deemed interest and short positions in the shares, underlying
shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) and
there are no other matters concerning Mr. Shan that need
to be brought to the attention of the Shareholders nor any
information required to be disclosed pursuant to sub-paragraphs
(h) to (v) of Rule 13.51(2) of the Listing Rules.
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Report of the Directors

EEERS

Non-executive Director

Mr. Li Yongjun (“Mr. Li”)

Mr. Li, aged 53, is a non-executive Director of the Board and
was appointed as Chairman of the Board with effect from 6
April 2020. He joined the Group on 30 August 2019.

Mr. Li obtained a degree of Executive Master of Business
Administration from Cheung Kong Graduate School of Business
in the PRC in September 2008. He obtained a qualification
certificate as a senior engineer in the PRC in July 2001.

Mr. Li has over 20 years’ of working experience in enterprise
strategic decision making and corporate management. He is
currently the president of Yongxinhua Holding Group Co., Ltd.
(together with its subsidiaries, the “Yongxinhua Holding”).
Mr. Li founded the Yongxinhua Holding in 2003, which is an
integrated and multipurpose corporation and a co-partner of
United Nations Educational, Scientific and Cultural Organisation
(UNESCO) in the world intangible cultural heritage industry.
Its principal activities include equity investment in financial
institutions, cultural industry integration and innovation
development, development and construction of cultural industry
park and protection of intangible cultural heritage. Since May
2018, Mr. Li has been serving as an executive director and
vice chairman of the board of directors of Crown International
Corporation Limited, a company whose shares are listed on the
Main Board of the Stock Exchange (HKSE Stock Code: 727).
Mr. Li was the chief executive officer of Crown International
Corporation Limited from July 2018 to March 2019.

Mr. Li is also the Asia chairman of the Global Hope Coalition,
the vice chairman of the “Belt and Road” Silk Road Planning
Researching Center, the vice chairman of the China Industry
University Research Collaboration Association and the vice
chairman of the China Intangible Cultural Heritage Protection
Association.
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On 30 August 2019, the Company entered into a service
agreement with Mr. Li on his appointment as a non-executive
Director for an initial term of three years commencing from 30
August 2019, which is renewable automatically for successive
term of three years on the same terms and conditions, unless it
is terminable by either party by giving to the other one month’s
prior notice in writing. He is subject to retirement by rotation
and re-election at the annual general meeting of the Company
pursuant to the Bye-laws. His remuneration was approved by
the Board subject to the authority granted by the Shareholders
to authorize the Board to fix the Directors’ remuneration at the
annual general meeting of the Company with reference to his
duties and responsibilities with the Company and the prevailing
market situation and shall be reviewed by the Remuneration
Committee from time to time. Under the service agreement with
Mr. Li, he was entitled to receive an annual remuneration of
HK$600,000 for the Year.

Save as disclosed above, Mr. Li had not held any other position
with the Company or other members of the Group and he
had not held any directorship in any other public companies
the securities of which are listed on any securities market in
Hong Kong or overseas in the past three years. Other than
the relationship arising from being a non-executive Director,
(and the Chairman of the Board since 6 April 2020), Mr. Li
does not have any relationships with any other Directors,
senior management, substantial shareholders, or controlling
shareholders of t