CORPORATE GOVERNANCE REPORT

EEELRS

CODE ON CORPORATE GOVERNANCE
PRACTICES

The Board and the management of the Company are of the
opinion that during the Year, the Group has complied with the
“Corporate Governance Code” in Appendix 14 to the Listing
Rules (the “CG Code"”) throughout the Year.

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
the “Management Discussion and Analysis”
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.

“Chairman’s Statement” and

sections in this
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COMPLIANCE WITH THE CG CODE

The Directors confirm that, during the Year, the Company acted
in compliance with the CG Code contained in 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.

GRANT OF WAIVER IN RELATION TO DELAY

IN DESPATCH OF 2021 ANNUAL REPORT AND
HOLDING OF 2022 ANNUAL GENERAL MEETING
("LAST AGM")

As disclosed in the announcement of the Company dated 17
May 2022, on 16 May 2022, the Stock Exchange granted the
Company a waiver (the “R13.46(2)(a) Waiver”) from strict
compliance with the requirement under Rule 13.46(2)(a) of the
Listing Rules on the basis that the Company would despatch the
Company'’s annual report for the year ended 31 December 2021
(the “2021 Annual Report”) on or before 31 May 2022 and
disclose the R13.46(2)(a) Waiver by way of an announcement.
As disclosed in the announcement of the Company dated 31
May 2022, as additional time was required for the Company to
finalise and bulk-print the 2021 Annual Report upon completion
of the audit processes, the Company expected the date of
publication and despatch of the 2021 Annual Report would be
delayed to a date falling on or before 10 June 2022 and the last
AGM would be held on or before 15 July 2022.
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Accordingly, the Company had applied to the Stock Exchange
for (i) an extension of the R13.46(2)(a) Waiver; and (ii) a
waiver from strict compliance with the requirement under Rule
13.46(2)(b) of the Listing Rules. As disclosed in the Company’s
announcement dated 2 June 2022, the Stock Exchange granted
the Company a waiver on 2 June 2022 (the “R13.46(2)(a)
and R13.46(2)(b) Waiver”) from strict compliance with the
requirements under (i) Rule 13.46(2)(a) of the Listing Rules on
the basis that the Company would dispatch the 2021 Annual
Report on or before 10 June 2022; and (ii) Rule 13.46(2)(b) of
the Listing Rules on the basis that the Company would hold the
last AGM on or before 15 July 2022, which was in compliance
with the New Bye Laws of the Company and the laws and
regulations in Bermuda. Further details were set out in the
Company’s announcement dated 2 June 2022. The 2021 Annual
Report was finally despatched on 10 June 2022 and the last
AGM was held on 15 July 2022.

CHANGES IN THE COMPOSITION OF THE
BOARD AND BOARD COMMITTEES

With effect from 21 March 2022, Mr. Ng Man Kung (“Mr. Ng")
had tendered his resignation from the office as 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 failed 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; (ii) Rule 3.21 of the Listing Rules that the Audit
Committee must comprise a minimum of three non-executive
Directors; and (iii) Rule 3.25 of the Listing Rules that the
Remuneration Committee must be chaired by an independent
non-executive Director.

Further details of the above were set out in the Company's
announcement dated 21 March 2022.
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With effect from 21 July 2022,

(1)

Ms. Xing Mengwei has been appointed as an executive
Director, a member of the executive committee of the
Board (the "Executive Committee”) and an authorised
representative (the “Authorised Representative”) of the
Company under Rule 3.05 of the Listing Rules;

Mr. Xu Xinwei has been appointed as an independent
non-executive Director, the chairman of the Nomination
Committee and a member of each of the Audit Committee
and the Remuneration Committee;

Mr. Lau Fai Lawrence, an independent non-executive
Director, has ceased to be an Authorised Representative;
and

Mr. Mak Kwok Kei, an independent non-executive Director,
has been re-designated (i) from the chairman of the
Nomination Committee to a member of the Nomination
Committee; and (ii) from a member of the Remuneration
Committee to the chairman of the Remuneration
Committee.

Upon the appointment of Mr. Xu Xinwei as an independent
non-executive Director and changes in the composition of the
Board committees,

(i)

(i)

(iii)

the Board comprises three independent non-executive
Directors in compliance with Rule 3.10(1) of the Listing
Rules;

the Audit Committee comprises three members who are
independent non-executive Directors in compliance with
Rule 3.21 of the Listing Rules; and

the Remuneration Committee is chaired by an independent
non-executive Director in compliance with Rule 3.25 of the
Listing Rules.

Further details of the above were set out in the Company’s
announcement dated 21 July 2022.
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With effect from 11 August 2022,

(1) Mr. Hung Yeung Alvin has been appointed as an executive
Director and the chairman of the Executive Committee; and

(2) Ms. Xing Mengwei, has been
appointed as the chief executive officer of the Company.

an executive Director,

The Board further announced on 11 August 2022 that Mr. Liu
Tingan resigned as an advisor of the Company with effect from
31 August 2022 due to his other business activities.

Further details of the above were set out in the Company’s
announcement dated 11 August 2022.

With effect from 17 February 2023, Mr. Li Yongjun has been
redesignated from a non-executive Director to an executive

Director and has remained as the chairman of the Board.

Further details of the above were set out in the Company’s
announcement dated 17 February 2023.
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THE BOARD OF DIRECTORS

As at 31 December 2022 and up to the date of this annual
report, the Board consisted of seven Directors, with a variety
and a balance of skills and experience in accounting, banking,
manufacturing, marketing, finance and investment professions.
Their biographical particulars are set out on pages 127 to
143 of this annual report. List of Directors and their role
and function, which sets out the members and composition
of the Board, has been uploaded on the Stock 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
meetings and general meetings held during the Year are as
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follows:
Number of Number of
attendance at attendance at
Board general
meetings meetings
EEggE REAEZ
Names of Directors EEfs HEE H =
Executive Directors HITEE
Mr. Li Yongjun (Chairman) FXEXE (EE/’V
(redesignated from Non-executive Director to (R -—ZE_=Z#F _H++HHIFE
Executive Director on 17 February 2023) HITEZRFHPTESE) 12/12 1/1
Ms. Xing Mengwei (Chief Executive Officer) BB L+ (7TEER)
(appointed as Executive Director WZEZZFtH-+—H
on 21 July 2022) (appointed as Chief BZEBHITESE)
Executive Officer on 11 August 2022) (R-EBE__FN\A+—HEZ
R ITE AR ) 6/6 /-
Mr. Cheok Ho Fung SR EKE 11/12 1/1
Mr. Hung Yeung Alvin LEBRE WZFZZ4F
(appointed on 11 August 2022) N\B+—HEZ) 4/4 -/~
Independent Non-executive Directors BUFRITEE
Mr. Ng Man Kung St (KZEZZF
(resigned on 21 March 2022) =H=+—HEF#E) 11 —/-
Mr. Lau Fai Lawrence 2ERE 12/12 171
Mr. Mak Kwok Kei ZEELE 12/12 I7Al
Mr. Xu Xinwei BREBEEEE (WZFEZZF
(appointed on 21 July 2022) tHAZ+—HEZF) 6/6 -/~
The number of Board meetings held during the Year was 12. KEEBRIT+IREESGEH

The number of general meetings held during the Year was 1.
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During the Year, the Company had only complied with the
minimum requirement of three independent non-executive
directors (“INEDs"”) during the periods from 1 January 2022
to 20 March 2022 and since 21 July 2022 (details of non-
compliance of the Listing Rules and remedial steps taken had
been stated under the aforesaid section headed “Changes in
the composition of the Board and Board Committees”) 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. Li Yongjun (chairman of the Board), Mr. Cheok Ho Fung,
Mr. Hung Yeung Alvin and Ms. Xing Mengwei being executive
Directors; and Mr. Lau Fai Lawrence, Mr. Mak Kwok Kei and
Mr. Xu Xinwei being independent non-executive Directors.
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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 implementing the measurable objectives set for the
Company’s Board Diversity Policy during the Year and would,
together with the Nomination Committee, regularly review the
progress on implementing and achieving those objectives.

The Board has achieved the gender diversity and ceased to have
only male as the sole gender since 21 July 2022 by appointing
Ms. Xing Mengwei as executive Director on 21 July 2022. The
Board will endeavour to maintain the gender diversity across
all levels of the Group from time to time. Currently the Board
has one female executive Director among the total of seven
Directors. The Board will endeavour to continue and achieve
gender diversity when appointing potential successors to the
Board in future with reference to the Board Diversity Policy
and Nomination Policy but no specific targets or timelines to
further enhance gender diversity have been set for the time
being as it is of the view that all aspects of diversity should be
considered as a whole in the selection of suitable candidates for
appointment as members to the Board.

As of 31 December 2022, 52.5% and 47.5% of the Group’s
employees were male and female respectively. It indicated that
the Group had achieved the total gender diversity near to the
balance. Among the Group’s workers working in PCBs plant in
China (no staff being classified as workers in financial business
segment) as at 31 December 2022, 47.7% and 52.3% were
male and female workers respectively. Among the staff (non-
workers) of the Group working in Hong Kong and China for
PCBs business segment and financial business segment as at 31
December 2022, 66.7% and 33.3% were male and female staff
(non-workers) working in Hong Kong and China. It indicated
that more female workers were involving in PCBs manufacturing
process in China whereas more male staff (non-workers) were
working for PCBs non-manufacturing process and financial
business segment such as sale and marketing, office and
warehouse administration.

For further details on the diversity ratio of the Group’s
workforce including but not limited to gender and age, please
refer to the Environmental, Social and Governance Report on
page 307 of this annual report.
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The Board will continue to consider gender diversity as
significant factor when making future appointments to the
members of the Board and the Group’s workforce. However,
the Board acknowledges that all other aspects of diversity
should also be considered as a whole in the selection of suitable
candidates for appointments to the suitable positions of the
Group. The Group welcomes increased female representation
at all different levels especially at the Board and management
levels in view of the current composition of the Board and
management. Being an equal opportunity employer, the Group
would consider not only gender factor but all other relevant
factors in making its decision on fitting the right person to the
right position in the Group.

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 if
statutorily required, 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. The Company's auditor, as mentioned in Note
2 to the consolidated financial statements, determined that
the Group incurred a consolidated net loss of approximately
HK$466,136,000 during the Year and had net current liabilities
of HK$348,021,000 as at 31 December 2022. In addition,
the Group had outstanding borrowings of approximately
HK$901,409,000 which would be due for repayment within
the next twelve months and an amount due to a director
of approximately HK$111,137,000, which is repayable on
demand and bank balances and deposits of approximately
HK$46,943,000.

These conditions indicate the existence of a material uncertainty
which may cast significant doubt on the Group’s ability to
continue as a going concern. The Directors have adopted and
considered different measures in various dimensions to improve
the Group’s liquidity and financial position as disclosed in Note
2 to the consolidated financial statements. Accordingly, the
Directors and the audit committee of the Company are of the
view that the Company has sufficient working capital to finance
its operations and financial obligations as it falls due and that it
is appropriate to prepare the accounts on a going concern basis.

In preparing the financial statements, the Directors referred
to the audit committee of the Company to enquire about the
basis to prepare the consolidated financial statements on a
going concern basis and discuss with the Company's auditors to
understand the reasoning for the view concerning the existence
of a material uncertainty which may cast significant doubt on
the Group's ability to continue as a going concern, and consult
on whether there are any internal control deficiencies causing
such material uncertainty. The Directors note that the audit
committee of the Company did not disagree with the Board.
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The reporting responsibilities of the Company’s auditor,
ZHONGHUI ANDA CPA Limited, are set out in the Independent
Auditor’s Report on pages 151 to 161 of this annual report.

AUDIT COMMITTEE

The Audit Committee is composed of three INEDs during the
periods from 1 January 2022 to 20 March 2022 and since 21
July 2022 (details of non-compliance of the Listing Rules and
remedial steps taken had been stated under the aforesaid
section headed “Changes in the composition of the Board and
Board Committees”).

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;

3. reviewing and primarily responsible for making
recommendation to the Board on the appointment, re-
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;

4. acting as the key representative body for overseeing the
Company’s relations with the external auditor;
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5. reviewing the fairness and reasonableness of connected
transaction(s) or continuing connected transaction(s) of the
Company, if any;

6. 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;

7. 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
adequacy of resources, qualifications and experience of
staff from the Group; and

8. 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,
anti-corruption and anti-bribery policy and systems for
employees which has been adopted by the Board.

During the Year, three Audit Committee meetings were held
(whereas all 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 2021 and for
the six months ended 30 June 2022,
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 and audit fee.

risk management and

The Audit Committee has reviewed the audited consolidated
annual results and financial statements of the Group for
the Year, including the significant accounting principles and
practices adopted by the Group.
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The attendance record of each member of the Audit Committee RAXREE > ZBZEZETHENHEHZZ LR
at its meetings during the Year is set out below: wERESIWT -
Attendance
Members of Audit Committee BRZEEME RS
Mr. Lau Fai Lawrence (Chairman) RERE (F/E) 3/3
Mr. Ng Man Kung St
(resigned on 21 March 2022) R —EZ—F=H —+—HEFF) —/-
Mr. Mak Kwok Kei EEELE 3/3
Mr. Xu Xinwei REBREREE
(appointed on 21 July 2022) R-_EFE_—Ft+tH-+—HEZT) 1/1

Auditor's Remuneration

The Audit Committee is responsible for considering the
appointment and re-election of the external auditor. During the
Year, the remunerations paid/payable to the external auditor,

ZHONGHUI ANDA CPA Limited, were as follows:

% 24 M B <=
BZEZEQEEEZREENEEINBIZHAD
RAEFER  AEERIIBZBMPERES
SHENEHARABZNUTER !

Fee paid/
payable
Type of services provided by the external auditor  JMEEZ BET 1R it 2 AR 75 48 gt ENER
(HK$'000)
(F#&7T)
Audit services: ZER -

Audit of the financial statements for the year ended BERBE_Z_"F+HA=+—H
31 December 2022 IEFEEZFEMBRE 1,250
1,250
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REMUNERATION COMMITTEE

During the periods from 1 January 2022 to 20 March 2022
and since 21 July 2022, three members of the Remuneration
Committee were INEDs (details of non-compliance of the Listing
Rules and remedial steps taken had been stated under the
aforesaid section headed “Changes in the composition of the
Board and Board Committees”).

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:

1.

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 (ii) 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/her associates is
involved in deciding his/her own remuneration.
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During the Year, four Remuneration Committee meetings RAEE ' FHMNEZEEGTERTOR » Ust
were held to discuss and review the remuneration packages &G HITEERHEMES (&%LE%%%TE
and bonus (if any) of executive Directors and other Directors ZHEZE) 2#HMFBKRTEA WE) «HIRF
(including proposed appointment of new Directors) and the WHEAZEEZHKH -BEEFHFMN A28 K
terms of their service agreements and letters of appointment, ZHAEBZHMER (BEZHNEETHEHE
the management’s remuneration and the remuneration & EM#RE) o
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 MWAXREE > ZHMEESTHENEESZZLEFE
Committee at its meeting for the Year is set out below: soExE A -
Attendance
Members of Remuneration Committee FMNEZEERE HE =
Mr. Ng Man Kung (Chairman) BXHIEE (FE)
(resigned on 21 March 2022) (R —EZ—HF=H —+—HEFF) —/-
Mr. Mak Kwok Kei (Chairman) EEERE (F/F)
(appointed as Chairman on 21 July 2022) (R —E__—Ft+tH_+—HEZT
AERE) 4/4
Mr. Lau Fai Lawrence FELE 4/4
Mr. Xu Xinwei (appointed on 21 July 2022) RBREE (WZE-C
tHAZ+—HEZE) 2/2

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 Remuneration Committee had renewed the Remuneration
Policy.

During the Year,
recommendations to the Board on the remuneration packages
of Directors and the Company’s senior management. Details
of remuneration payable to the five highest paid individuals by

the Company has reviewed and made

band are disclosed in note 17 of the Note to the Consolidated
Financial Statements.
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During the Year, the Board has reviewed the remuneration policy
of the Company (the “Remuneration Policy”) whereas the
details of 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, receive a fixed fee. The fee is determined from time to
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.

No Director or any of his associates is involved in deciding his
own remuneration.

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.
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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 should have 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 should be
recommended by the Remuneration Committee to the Board for
consideration.

Each of the non-executive Directors should have executed letter
of employment with the Company, whereas any compensation
payable for any loss or termination of office or appointment
should be stated in employment letters whose contractual terms
should be fair and not excessive.

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

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 was not subject to the
then 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

During the periods from 1 January 2022 to 20 March 2022
and since 21 July 2022, three members of the Nomination
Committee were INEDs (details of non-compliance of the Listing
Rules and remedial steps taken had been stated under the
aforesaid section headed “Changes in the composition of the
Board and Board Committees”).

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,
were held to discuss and review (i) the retiring Directors to
be re-elected at the 2022 annual general meeting of the
Company; (i) the independence of the INEDs; (iii) the terms
of appointment of Directors and proposed new Directors; (iv)
the structure, size and composition (including the gender,
skills, (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

three Nomination Committee meetings

knowledge and experience) of the Board,
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(appointed on 21 July 2022)
Mr. Mak Kwok Kei
(resigned as Chairman on 21 July 2022)
Mr. Ng Man Kung (resigned on 21 March 2022)

Mr. Lau Fai Lawrence
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Director(s) to the Board; and (vii) the Nomination Policy and Hu#E2EERENZEEEZENERE) °

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 WAHEE > ZELEEERENEETEZZHE

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

Attendance

Members of Nomination Committee REEEETWE HEE
Mr. Xu Xinwei (Chairman) REBREAE (FE)
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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 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 required 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.

11.

12.

13.

14.

15.

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.

10.

1.

12.

13.

14.
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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 mailed to the head office of
the Company for the attention of the chairman of the
Board/Company Secretary. For details, please refer to
the Procedures for Shareholders to Propose a Person for
Election as a Director.
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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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4,

5.

102

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.

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, ethnicity,
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.

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.

Renco Holdings Group Limited Annual Report 2022

33 RREEg

42 BREANZKERBIE—

Bt M EEEE 248
o UEREANMEEDESTTIR
HEBERZ FIEESTLEHU
BAMAARA IR EE AER
UEBBRERDPEREETERES
TtiEZ ¥ am o

AHERR

REZEEEEFTRARERE
ENTZTtEERERESTES T
EZAstE AR TEZFEEZE T
DARAR ©

EVIE S|
5 BEREARNRMER  Fie X
EhBBER - BHE - MERTE
B R RR  BOAE S B AR
> URENRERBREERZ
BRE - RRBRFEMBEEREAZR
R R mEE G EZ SR ER
Fo

4.3 %%ﬁz Bpl (BFEM%ER - ER &

CRBER - HBEEFR -FBEL
%ﬁ BAER M) RRE LRz
MEBFRAEARNZEEERKRS
R EE o

ERKMER

RE2EZEGRSFENEEEARS
NEREFENZTEEE A
PR WEERZ TTIEBRZ BT -



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.
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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 Year, the members of the Executive Committee
are Mr. Hung Yeung Alvin (Chairman) (executive Director)
(appointed on 11 August 2022) and Ms. Xing Mengwei
(executive Director) (appointed on 21 July 2022).

During the Year, one Executive Committee meeting had been
held.

The Company had established mechanism(s) to ensure
independent views and input are available to the Board and
disclosed details of such mechanism(s) below in this report. The
Board would or might designate a Board Committee, to review
the implementation and effectiveness of such mechanism(s) on
an annual basis.

Purpose
These mechanisms are to ensure that independent views and
input are available to the Board.
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Composition of the Board and Board Committees

The Board will try its best to have a balanced composition
of executive Directors, non-executive Directors and INEDs
for providing strong independence elements in the Board.

The Board will also endeavour to ensure the appointment
of at least three INEDs and at least one-third of the
members of the Board being INEDs (or such higher
threshold as may be required by the Listing Rules from time
to time).

Apart from complying with the requirements prescribed
by the Listing Rules as to the composition of certain
Board committees, INEDs will be appointed to other Board
committees as far as practicable to ensure independent
views and input are available.

Independence Assessment

The Nomination Committee must strictly adhere to its
terms of reference, the Company’s nomination policy
and the independence assessment criteria as set out
in the Listing Rules with regard to the requirements of
nomination and appointment of INEDs.

Each INED is also required to inform the Company as
soon as practicable if there is any change in his/her own
personal particulars that may materially affect his/her
independence.

The Nomination Committee is mandated to assess
annually the independence of all INEDs by reference to
the independence criteria as set out in the Listing Rules
to ensure that they can continually exercise independent
judgement.

B
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Board Decision Making

106

Any Director concerned should declare the nature and
extent of interest at or prior to the meeting of the Board
or Committee in question and consider withdrawal from
the meeting when the concerned said matter is discussed.
Directors concerned who attend the meeting of the Board
or committee must abstain from voting on any resolution
(including but not limited to his/her remuneration package
or other matters concerned with personal interest) and will
not be counted in the quorum, subject to the Listing Rules
and the Company’s bye-laws.

INEDs (as other Directors) shall not vote or be counted
in the quorum on any Board or committee resolution
approving any contract or arrangement in which such
Director or any of his/her close associates has a material
interest, subject to the Listing Rules and the Company’s
bye-laws.

Each Director who attends any meeting of the Board or
committee will be given the opportunity and sufficient
time to express independent view and input and to ask
questions on the matters being discussed thereat.

INEDs (including other Directors) are entitled to seek
further information and documentation from the
Company’s management on the matters to be discussed at
any meeting of the Board or committee.

All INEDs (including other Directors) are invited to share
their views and opinions through any meeting of the
Board or committee with heads of core departments and
particular business units of the Company being invited to
join such meetings on Directors’ requests.

Independent professional advice would be provided by the
Company to INEDs and other Directors upon reasonable
request or alternatively, Directors can seek independent
professional advice with the relevant fee being reimbursed
by the Company if and when it is reasonable and necessary
to assist them for performing their duties as Directors.
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e At least one annual meeting shall be held between the
chairman of the Board and all INEDs without presence of
other Directors so as to provide an effective platform for
the Chairman to listen independent views and input on
various issues concerning the Company.

Compensation

o Any equity-based remuneration (such as share option or
share award scheme) with performance related elements
will not be recommended to be granted to INEDs as this
may lead to bias in their decision making and compromise
their objectivity and independence.

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.
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During the Year and as required by and in compliance with the RAFEE BECETHZRE EEE2 4
CG Code, the Directors participated in the following trainings: PUR B3

Types of Training

Name of Directors BEENA EEgE R
Executive Directors HITEE
Mr. Li Yongjun (Chairman) TxERE (_—‘Eﬁ)

(redesignated from Non-executive Director R-_EB-—=—FE_A++H
to Executive Director on 17 february 2023) i iE# /7 & BB LT
EZ)
Ms. Xing Mengwei (Chief Executive Officer) MEBT LT (f7HAE%)
(appointed as Executive Director on 21 July (R—ZFE— 4
2022)(appointed as Chief Executive Officer A=+ —FESES

on 11 August 2022) HITEE) (W E- L
/U€7+ HEZEZITE
B%)
Mr. Cheok Ho Fung 2aELE
Mr. Hung Yeung Alvin LR E
(appointed on 11 August 2022) (HR—E-_—&F/NNF+—H
EBZ(E)
Independent Non-executive BUIFHTEE
Directors
Mr. Ng Man Kung SXHEE (RZFEZZF
(resigned on 21 March 2022) = A -+—HEHT)
Mr. Lau Fai Lawrence fERE
Mr. Mak Kwok Kei EEELE

Mr. Xu Xinwei (@appointed on 21 July 2022) BEBLE (R -_ZE_-—F
tH-+—HEZT)

A:  attending seminars/conferences/forums (via different means) Al

B: giving talks at seminars/conferences/forums B:
C:  self-reading: (newspapers, journals and updates on: global and C:

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 has established a whistleblowing policy 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. During the Year, the Audit
Committee had reviewed the whistleblowing policy.

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:

e [dentification: ldentify ownership of risks, business
objectives and risks that could affect the achievement of
objectives.

o 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 2022, 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
information, and to ensure the truthfulness, accuracy,
completeness and timeliness of its public disclosures, the Group
also adopts and implements an inside information policy and
procedures for the Group’s directors, officers and all relevant
employees. The term “relevant employee” 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
make reference to the
Information” issued by the Securities and Futures Commission in
June 2012. Certain reasonable measures have been taken from

“Guidelines on Disclosure of Inside

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 2022, 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 has established a shareholders’ communication policy
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. The Board has conducted a review of the
shareholders communication policy for the Year and was
satisfied with the implementation and effectiveness of the
shareholders’ communication policy.

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 as required by the Listing Rules so as to facilitate
the Shareholders’ understanding. 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 17/F, Far East Finance Centre 16 Harcourt Road,
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.

Company Secretary

Mr. Su Zhiyang is the company secretary of the Company. He
is responsible for ensuring a good information flow within the
Board and the compliance of the board policy and procedures.

During the Year, Mr. Su has confirmed that he has duly complied
with the relevant requirement under Rule 3.29 of the Listing
Rules and taken no less than 15 hours of relevant professional
training.

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.
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