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FINANCIAL SUMMARY

B 5

A summary of the results and of the assets and liabilities of the Group for the
last five financial years, as extracted from the published audited consolidated
financial statements and restated/reclassified as appropriate, is set out below:

= I o)

For the year ended 31 December

BHE+-A=1+—HIFE

AEBEBEREAVRFERE2EE  EERAEZ
BEHEINMT - DRFEENEZREREAM
BIRE - WELHEEYEHHH

2018 2019 2020 2021 2022
—F-)\F ZE-NF ZZT-TF —T-_—F ZB--F
HK$’000 HK$'000 HK$'000 HK$’000 HK$’000
FET FETL FET FEIT FET
RESULTS ES
Profit/(loss) for the year NEEHEF,/ (E5E) 24,237 (125,762) 39,482 (501,014) (228,015)
Attributable to: THIALTE :
Owners of the Company ViN/NEIE 2 =N 59,163 (104,331) (25,198) (326,942) (196,061)
Non-controlling interests FEEAR = (34,926) (21,431) 64,680 (174,072) (31,954)
24,237 (125,762) 39,482 (501,014) (228,015)
As at 31 December
R+-A=+—H
2018 2019 2020 2021 2022
—T-\F ZE-NF =ZETF T-—F ZEBZZHF
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
FET FET FET FEIT FET
ASSETS AND LIABILITIES BERAE
Non-current assets JEMENEE 779,896 840,035 805,870 593,571 353,441
Current assets MENEE 3,203,089 2,335,477 2,187,925 1,934,860 343,413
Current liabilities mENAE (2,518,951) (1,865,829) (1,656,639) (1,676,638) (341,292)
Non-current liabilities ERBEE (239,629) (204,407) (96,766) (61,189) (14,997)
Net Assets BEFE 1,224,405 1,105,276 1,240,390 790,604 340,565
Attributable to: THA LR
Owners of the Company ViN/NEIE ¥ N 1,047,318 976,740 1,049,978 764,589 528,776
Non-controlling interests JEPEAR RS 177,087 128,536 190,412 26,015 (188,211)
Total Equity W26 4% 1,224,405 1,105,276 1,240,390 790,604 340,565
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CHAIRMAN’S STATEMENT
EREHE

On behalf of the board (the “Board”) of directors (the “Directors”), | hereby
present the operational results of Tesson Holdings Limited (the “Company”)
together with its subsidiaries (the “Group”) for the year ended 31 December
2022 to the shareholders of the Company (the “Shareholders”).

REVIEW

In 2022, preventive measures for the novel coronavirus disease (“COVID-19”)
were still in place, travelling restriction continued, temporary lockdown was
found unsurprising. Overall consumption sentiment of the general public had
been reduced throughout these years, forming additional pressure on sales
growth on consumer goods. Operation of the Group was still affected by such
measures, production base of the battery products was temporarily closed
and led to reduced production volume, revenue from the sales of battery
products declined in the year.

Regarding another business of the Group’s, considering the tightening of the
monitoring policy on property developer imposed by the government, coupled
with the downturn in the property market of the People’s Republic of China
(the “PRC”), the Group had discontinued its Property and Cultural Business
(as defined thereafter). During the year, there was no material handover of
property units by the Group as a consequence of COVID-19 preventive
measures and temporary suspension of construction work in response to the
sporadic outbreak of COVID-19, revenue from sales of property units was
also immaterial. In order to allocate more resources to the Group’s Lithium lon
Motive Battery Business (as defined thereafter), and enable the Group to focus
on developing its battery products, the whole Property and Cultural Business
(as defined thereafter) was disposed to the independent third party.

PROSPECTS

Having restructured the Group’s business in 2022, the Group is able to
concentrate its business development in the Lithium lon Motive Battery
Business (as defined thereafter). In the future, with the lifting of COVID-19
preventive measures, the Group believes that operation of the production
base will be resumed to optimal level. The Group will adhere to enhance its
product’s efficiency, quality and safety, and further diversify its application
to different household and industrial use. Our battery products will be
promoted around the world, suitable for various electrical products. Without
compromising products’ quality, cost control and optimal resources allocation
will continue to be the Group’s operational focus. The Group will strive to
achieve production with lowest possible cost with outstanding product quality,
meanwhile promote its battery products in more locations to sustain sales
growth, which is the best way to materialise our enterprise’s value, as well as
to maximise investment return to our Shareholders.

AANERREZ(EEDE((ESE ) RARA
RER (TR EHRKEZERERAR(TARAEF])
REWBAR (MBI AREDHE-FT——
ToA=+—HLFEZREEE -

(o]

R-T-——F  HAUBERKESH(COVID-19 )
BB ERIDEER - FENKTRS - B
HOBREBRZP - BLFR  ARERHEE
TREBMTRE - ¥EEmAH BB RV T BN
Bh - AEENELDEXZFRETE - Bt
EmtEENEREMN  ERESRLD AFE
BHEmMHEKD TF

RAEES—BEBME  ERBFIZOY
EUERPEETHBRME  UWRPEARKLME
([HE]EHEMEERR  AEEDRIEEE
MEREEB(EERL T - RAFE - AR
COVID-197& [ #& e &2 Bl COVID-19Z £ 18 8 M &
BFEEEL  AEBWEINMESMN  MES
MHEWATUTRE - BREEZEREAE
ErEs o NEnEB(EERTX)  F4%
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— = — —
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£ AREREHESERUE GERZE
WERRALE - FRRITRARENRTERE -
BPNELERBREHER - BANEEER
Emo ETTEERGENERT - BRAES K
REEREESEERAEE 2EEH - A%
BN AR ENKAEELEE S WNE
i AIREE S EREMER  AEFHE
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CHAIRMAN’S STATEMENT

ERHE

APPRECIATION

| would like to take this opportunity to express my sincere gratitude to the
Board for their support, and for contributions made by the management
team and staff in the past year. Finally, |, hereby on behalf of the Board, the
management and all employees of the Group, would like to express our
heartfelt thanks for the long-time support and trust from the Shareholders,

business partners and customers.

Tin Kong
Chairman

Hong Kong, 30 March 2023
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MANAGEMENT DISCUSSION AND ANALYSIS I B

BEE 2R wmED AT

BUSINESS REVIEW

Lithium lon Motive Battery Business

In 2022, development of the lithium ion battery market in the PRC was
booming, the national lithium ion battery output was approximately 750GWh,
representing a year-on-year increase of 130% in accordance to the news
release from the Ministry of Industry and Information Technology of the PRC.
The growth was mainly driven by the new energy vehicles which had achieved
a year-on-year increase in sales of 93.4%. However, market development
of battery products in the field of household applications was comparatively
weak, annual revenue had increased slightly by 1.1% only.

Despite the industrial market trend, the outbreak of COVID-19 still kept the
Group’s Lithium lon Motive Battery Business (as defined thereafter) under
shadow. In 2022, the COVID-19 pandemic throughout Shaanxi Province
eventually caused temporary city lockdown, multiple locations were affected
which included Yanan city, Xianyang city, and most importantly, Weinan
city where the Group’s production base located. Travelling in or out or
within the province had constantly been affected, cross-province travellers
were discouraged to enter the province. Other provinces also impose strict
quarantine measures for cross-province travellers which are subjected to
change with immediate effect. The production base in Weinan was temporarily
closed for a period of time as a response to the local COVID-19 control policy.
After the resumption of work, logistics of raw materials was still impacted by
the outbreak, production activities were affected. As a result of the reduced
production volume, revenue from the Group’s Lithium lon Motive Battery
Business (as defined thereafter) dropped in the year.

Property and Cultural Business

In the first half of 2022, the COVID-19 pandemic spread in the PRC, sporadic
cases were found in Jiangxi and Guangxi where Rongzhou Gangjiucheng* (&
M3 NI) and Fengxiang Terrace — Rongzhou Cultural Centre* (BIF& — 2N
XALFRLy), the property projects of the Group, were located. Certain control
policies were then implemented and the construction work was temporary
suspended. After the resumption of work, COVID-19 prevention measures
which included regular whole-site disinfection and quarantine requirements
continued to affect construction works, supply on construction materials was
also affected by the outbreak in the nearby cities. Logistics on raw materials
and manpower arrangement remained to be the key challenges in the
construction period. As a result, construction of the Group’s property projects
was prolonged and no income was recorded from the transfer of residential
units during the period. The temporary site closure in Guangzhou also resulted
in re-schedule of several exhibitions, leading to a reduction in revenue of the
Group’s cultural business.

£ E)

HE T B EMER

— = — —

— =

RIEFPE TEME BN ER -
F o PR T EMTISERED - 2RISR T
EMESXA750E Ly - FLIER130% K
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EREY YT —E =4 COVID-19%157E
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE 2R wmED AT

During the year, economic environment for the real estate industry in the PRC
remained challenging and faced continuous downturn with tighter government
control. Market confidence has not yet been restored from the series of
social incidents including the pandemic spread and the discontinuance of the
construction work of the leading real estate developers. Referencing to the
statistics released by the National Bureau of Statistics, national real estate
investment in 2022 had dropped by 10%, market for commodity residential
housing units was worsen that its sales area had dropped by 26.8%, and its
sales revenue dropped by 28.3%.

Under such critical operating environment, the Group decided to restructure
its business portfolio and as one of the Group’s restructuring strategies, the
Group entered into a sales and purchase agreement in order to dispose the
entire interests of the Group’s Property and Cultural Business (as defined
thereafter) in June 2022. Through the disposal, the Group will be able to
eliminate the negative impact brought by the downturn in the property market
in the PRC and the tightening of monitoring to the real estate industry imposed
by local government authority, at the same time reallocate more financial
resources to its Lithium lon Motive Battery Business (as defined thereafter) for
future development. The disposal was completed on 10 October 2022, more
details were included in the circular of the Group dated 31 August 2022 and
the announcement of the Group dated 10 October 2022.

Internet Sales Business

In mid-2021, the Group commenced its internet sales business which involved
live stream e-commerce trading, aiming to achieve a balanced and diversified
business model. The business was still in star-up stage and under certain
newly imposed government monitoring policies, it contributed a minor portion
to the Group’s revenue in the reporting period. The management will continue
to evaluate its operation performance and assess the feasibility of any further
development of the business.

FUTURE PROSPECTS

Looking forward, given the environmentally-friendly and comparatively efficient
features, also the extensive use of lithium-ion motive battery products, the
Group holds positive view on the development of new energy business.
Following the completion of re-organization of group structure, the Group
will be able to focus its resources in research and development of the new
energy products, small energy storage devices will continue to be the key
products of the Group. In the future, besides strengthening our position in the
PRC new energy market, the Group will explore new overseas market for our
products to further diversify customer base starting from the South-east Asia,
further to South Africa, gradually to the rest of the world, eventually establish
a comprehensive sales network around the world and ultimately drive further
business growth to generate higher return to its shareholders.
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MANAGEMENT DISCUSSION AND ANALYSIS -

BEE 2R wmED AT

FINANCIAL REVIEW

Discontinued Operations
Property and Cultural Business

During the year, no revenue was generated from handover of residential units
due to the prolonged construction period as abovementioned. Revenue of the
Property and Cultural Business (as defined thereafter) represented sales of
commercial units and car park units amounted to approximately HK$393,000
(2021: HK$536,000), and event production service of approximately
HK$7,416,000 (2021: HK$10,919,000). Segment loss for the year was
approximately HK$103,334,000, consisted of loss on disposal of subsidiaries
of approximately HK$88,714,000 while the rest mainly represented salary and
other office expenses.

Disposal of the Property and Cultural Business (as defined thereafter) was
completed on 10 October 2022 as detailed in Note 34(b)(i) to the consolidated
financial statements.

Continuing Operations
Revenue and gross profit ratio
Lithium lon Motive Battery Business

During the year, logistics for raw materials, workplace operation and
manpower arrangement were severely impacted by the pandemic occurred in
Shaanxi Province. Battery production scale was reduced and led to reduction
in revenue from HK$157,691,000 to HK$93,791,000. The increasing prices
of raw materials together with the delay in the absorption of such increase in
the selling price also narrowed down our gross profit to HK$8,016,000 (2021:
HK$10,882,000).

Other income

Other income for the year ended 31 December 2022 decreased to
approximately HK$7,994,000 (2021: HK$11,467,000), mainly represented
fire insurance claim income of HK$5,577,000 from the fire accident in the
production base in Weinan, Shaanxi occurred in June 2021 whereas in 2021,
other income mainly consisted of gain on disposal of scrap products of
HK$3,469,000 and gain from disposal of right-of-use assets at HK$2,747,000.

Distribution and selling expenses

During the year, the Group incurred distribution and selling expenses at
approximately HK$5,934,000 (2021: HK$8,230,000) which was consistent
with the drop of the Group’s revenue.

5o %5 1o R
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE 2R wmED AT

Administrative expenses

Administrative expenses for the year ended 31 December 2022 decreased
to approximately HK$126,539,000 from approximately HK$143,465,000 in
2021. The decrease was mainly resulted from the drop in depreciation of
property, plant and equipment from HK$56,166,000 to HK$39,945,000 as a
consequence of assets written-off in the fire accident occurred in June 2021.

Finance costs

Finance costs net of interests capitalised in the year decreased to
approximately HK$6,771,000 (2021: HK$7,936,000), the reduction was due
to the partial settlement of other borrowings during the year.

Basic and diluted loss per share

Basic and diluted loss per share in the year ended 31 December 2022 were
both (i) HK15.54 cents (2021: HK26.92 cents) for continuing and discontinued
operations; (i) HK7.87 cents (2021: HK15.87 cents) for continuing operations;
and (i) HK7.67 cents (2021: HK11.05 cents) for discontinued operations.

In anticipation of the funds required for the development of the Lithium
lon Motive Battery Business (as defined thereafter), the Board does not
recommend the payment of a final dividend for the year.

LIQUIDITY AND FINANCIAL RESOURCES

The Group maintained sufficient working capital as at 31 December 2022
with net current assets of approximately HK$2,121,000 (31 December
2021: HK$258,222,000) and bank and cash balances of approximately
HK$6,252,000 (31 December 2021: HK$12,643,000). The gearing ratio of the
Group (which was expressed as a percentage of total borrowings over total
equity) was about 15.50% as at 31 December 2022 (31 December 2021:
26.25%).
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MANAGEMENT DISCUSSION AND ANALYSIS -

BEE 2R wmED AT

EMPLOYMENT

As at 31 December 2022, the Group had approximately 342 employees (2021:
589), most of whom were working in the Company’s subsidiaries in the PRC.
During the year, the total employees’ costs including Directors’ emoluments
were approximately HK$37,613,000 (2021: HK$45,806,000).

The Group has developed its human resources policies and procedures based
on performance and merit. Employees are rewarded on a performance basis
within the general framework of its salary and bonus system. Discretionary
bonus is linked to the performance of the Group as well as individual
performance. Benefits include staff accommodation, medical schemes, share
option scheme, Mandatory Provident Fund for employees in Hong Kong
and state-sponsored retirement plans for employees in the PRC. The Group
has also developed training programs for its management and employees to
promote career advancement of the staffs.

FOREIGN EXCHANGE EXPOSURE

Since sales and purchase for the Lithium lon Motive Battery Business (as
defined thereafter) and the Property and Cultural Business (as defined
thereafter) are denominated in RMB, the management considers that the
Group’s exposure to exchange risks is minimal. However, the Company faces
foreign exchange risks when it conducts fund raising activities in Hong Kong (in
HK$) and remits funds to its subsidiaries in the PRC (in RMB). The Board will
continue to monitor foreign exchange exposure in the future.

CONTINGENT LIABILITIES

As at 31 December 2022, the Group did not have any material contingent
liabilities (2021 nil).

PLEDGE OF ASSETS

Details of pledged assets as at 31 December 2022 are set out in Note 18 to
the consolidated financial statements.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE 2R wmED AT

| USAGE OF FUND PROCEEDS

On 6 November 2022, the Company entered into the placing agreement
with Shanxi Securities International Limited (“Placing Agent”) pursuant to
which the Placing Agent has agreed to place, on a best effort basis, to not
less than six independent Placees for up to 247,296,000 new shares at a
price of HK$0.043 per placing share, for and on behalf of the Company.
On 25 November 2022, the Company completed placing of 246,993,000
shares at the placing price (“Placing”). The net proceeds from the Placing
(after deducting professional fees and other relevant expenses) amounted to
approximately HK$10,427,000, were intended to be used for the purpose
of general working capital of the Company. During the year ended 31
December 2022, all of the net proceeds were utilised as intended, including
the settlement of professional fees, staff costs and general office expenses.
Details of the Placing were disclosed in the Company’s announcements dated
6 November 2022 and 25 November 2022.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year ended 31 December 2022, neither the Company nor any of
its subsidiaries has purchased, sold or redeemed any of the Company’s listed
securities.
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EENEREEAERTN

EXECUTIVE DIRECTORS

Mr. Tin Kong

Mr. Tin Kong (“Mr. Tin”), aged 62, is a Hong Kong resident. Mr. Tin has been
executive Director of the Company and the chairman of the Board since 27
August 2015 and has been appointed as the chief executive officer of the
Company on 1 August 2019. He has been an authorised representative of
the Company, the chairman of the nomination committee and internal control
committee of the Company, and a member of remuneration committee of the
Company since March 2016. Mr. Tin holds directorships in certain subsidiaries
of the Company. He is also a director of Double Key International Limited, the
controlling shareholder of the Company. He graduated from the Department of
Economics and Management in Beijing Academy of Cultural Administration* (it
Pt B ERERLEEIRER).

Ms. Cheng Hung Mui

Ms. Cheng Hung Mui (“Ms. Cheng”), aged 52, is a Hong Kong resident and
an individual investor. Ms. Cheng was appointed as an executive Director
of the Company on 27 June 2014. Ms. Cheng is the beneficial owner and
director of Double Key International Limited, the controlling shareholder of the
Company.

Mr. Chan Wei

Mr. Chan Wei (“Mr. Chan”), aged 44, has been the chief financial officer,
company secretary and authorised representative of the Company since 7
March 2016 and has been appointed as an executive Director of the Company
on 28 July 2021. He is also a supervisor of a subsidiary of the Group. Mr.
Chan is a member of the Hong Kong Institute of Certified Public Accountants
and a fellow member of the Association of Chartered Certified Accountants.
Mr. Chan obtained the degree of a Bachelor of Science in applied accounting
from the Oxford Brookes University. He has over 20 years of experience in
auditing, accounting and financial advisory. Before joining the Company, Mr.
Chan worked in a listed company as financial controller. He also previously
served as an independent non-executive director of Elegance Optical
International Holdings Limited, a listed company, until 17 April 2018.

Ms. Liu Liu (also known as Liu Xiaoqing)

Ms. Liu Liu (“Ms. Liu”), aged 37, was appointed as an executive Director of
the Company on 28 July 2021. She is currently a legal representative and an
executive director of Oriental Galaxy (Beijing) Cultural Media Co., Ltd.* (/5
SR (b ) b {EE AR A 7)), which is a subsidiary of the Company. She
is also the vice-director (8322 &) of each of the Live Webcast & Short Video
Professional Committee (4848 B fEEL R IEH 2 E B @) and the Electronic
Commerce Professional Committee (EFHEEEZ E <€) of the China
Electronics Chamber of Commerce (FEIE F#€). Ms. Liu has more than
18 years of experience in film and television production and brand planning,
marketing and promotion. Since 2004, Ms. Liu has been participating in the
publisher and producer team of a number of film and television products,
including several award-winning TV series which have become the top TV
series in the annual audience ratings or click through rates in the first-tier
satellite TV or multi-media platforms. From 2014, Ms. Liu has tapped into the
China TV shopping industry and has built up her team in providing various
brand planning, marketing and promotion services in live stream e-commerce.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEME

EZRERERABEN

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Wang Jinlin

Mr. Wang Jinlin (“Mr. Wang”), aged 58, was appointed as an independent
non-executive Director of the Company on 24 March 2015. He is a member of
the audit committee, the remuneration committee, the nomination committee
and the internal control committee of the Company. Mr. Wang graduated
from Zhejiang University and obtained a bachelor’s degree in 1984. He is
a senior engineer and used to serve as deputy general manager of Jiaxing
Silk Spinning Factory* (5 #4547 %), deputy general manager and general
manager of Zhejiang Jinying Silk Spinning Co., Ltd.* (L4 B4 B R A7),
and deputy general manager of Zhejiang Jinying Holding Limited, possessing
rich experience in corporate management and practice. He was a member of
CPPC of Jiaxing, a director of Chinese Silk Industry Association* (Ff B #4 43
T Z1®) and vice chairman of the silk spinning branch of the Chinese Silk
Industry Association.

Dr. Ng Ka Wing

Dr. Ng Ka Wing (“Dr. Ng”), aged 66, was appointed as an independent non-
executive Director of the Company on 8 March 2016. He is the chairman
of the remuneration committee and a member of the audit committee, the
nomination committee and the internal control committee of the Company.
Dr. Ng received a Doctor Honoris Causa of Business Administration in
Manufacturing and Services from International American University in April
2019. In the same year, he is elevated as the honorary life chairman of Hong
Kong Bus Suppliers Association. Dr. Ng has extensive experience in the
manufacturing of motor vehicles. He is now the managing director of a bus
manufacturer.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMEN':T §

EENEREEAERTN

Mr. See Tak Wah

Mr. See Tak Wah (“Mr. See”), aged 59, was appointed as an independent
non-executive Director of the Company on 27 January 2017. He is the
chairman of the audit committee and a member of the remuneration
committee, the nomination committee and the internal control committee of
the Company. Mr. See graduated from the Management School of Waikato
University in New Zealand with first class honours in Bachelor of Management
Studies. He is a member of the Institute of Chartered Accountants of Australia
and New Zealand, a member of the Hong Kong Institute of Certified Public
Accountants and a fellow member of the Hong Kong Institute of Directors.

Mr. See has over 36 years of experience in financial and general management
as he previously worked as the regional business controller of Nokia Mobile
Phones Asia Pacific, the managing director of Nokia Mobile Phones Hong
Kong, the chief operating officer of First Mobile Group Holdings Limited, and
held key management positions in the North Asia offices of Philips and Siemens.
From 2010 to 2019, Mr. See served as an independent non-executive director
and chairman of audit committee of Chu Kong Petroleum and Natural Gas
Steel Pipe Holdings Limited (Stock Code: 01938). He was also appointed as
an independent non-executive director, chairman of the audit committee, a
member of the remuneration committee and the nomination committee of
Enviro Energy International Holdings Limited (Stock Code: 01102) in 2020 to
2021.

Mr. See currently runs his own boutique management consultancy practice
focusing on business strategies formulation and transformation consultation. In
addition, he is currently an independent non-executive director and chairman
of the audit committee and a member of the nomination committee and the
remuneration committee of Lever Style Corporation (Stock Code: 01346).
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEME

EEREREEABEN

SENIOR MANAGEMENT

Mr. Chen Jun

Mr. Chen Jun (“Mr. Chen”), aged 55, has been employed as the general
manager of a subsidiary of the Group since March 2022, and is responsible
for management and operation of the Lithium lon Motive Battery Business. Mr.
Chen holds a master’s degree in Mathematics and System Engineering from
the National University of Defense Technology. He was admitted as a Certified
Quality Engineer and a Certified Quality Manager of the American Society of
Quality, also obtained the qualification of Certified Six Sigma Black Belt in
2008. He is also a Certified Management Accountant (CMA) by the Institute of
Management Accountants. Mr. Chen has over 35 years of working experience
in new energy company operation in the PRC and overseas.

Mr. Niu Wen Tao

Mr. Niu Wen Tao (“Mr. Niu”), aged 38, has been employed as the deputy
general manager of a subsidiary of the Group since April 2016 and currently
served as sales director since 2022, and is responsible for product design,
development and technical management of battery packs, and sales of
battery packs and cell products. Mr. Niu holds a bachelor degree in Northwest
University. He has over 15 years of working experience in design and
development of battery pack products.

Mr. Huang Jinhui

Mr. Huang Jinhui (“Mr. Huang”), aged 40, has been employed as the chief
engineer of a subsidiary of the Group since 2015, and is responsible for
research and development, technical management and quality control of
the battery products. Mr. Huang holds a bachelor degree in Environment
Engineering from Northwestern Polytechnical University. He has over 17 years
of working experience in manufacturing and development of battery products.
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DIRECTORS’ REPORT
EEEHRESE

The Board is pleased to present their report and the audited consolidated
financial statements of the Group for the year ended 31 December 2022.

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

The Company is a limited liability company incorporated in the Bermuda, and
its principal place of business in Hong Kong is Room 401A, Empire Centre, 68
Mody Road, Tsim Sha Tsui, Kowloon, Hong Kong.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The Group had discontinued its Property and Cultural Business (as defined
thereafter), and is principally engaged in Lithium lon Motive Battery Business
during the year.

The principal activities of its principal subsidiaries are set out in Note 41 to the
consolidated financial statements. Further discussion and analysis of these
activities as required by Schedule 5 to the Companies Ordinance (Chapter 622
of The Laws of Hong Kong), can be found in the Management Discussion and
Analysis set out on pages 7 to 12 of this Annual Report.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment during the year are
set out in Note 18 to the consolidated financial statements.

CHARGES ON GROUP’S ASSETS

Details of the charges on the Group’s assets are set out in Notes 18 and 29 to
the consolidated financial statements.

COMMITMENTS

Details of the commitments of the Group are set out in Note 39 to the
consolidated financial statements.

SHARE CAPITAL

The Company raised approximately HK$10,427,000 (after deducting
professional fees and other relevant expenses), by way of placement of
246,993,000 new shares at the price of HK$0.043 per placing share. The
Placing was completed on 25 November 2022. Details on usage of fund are
set out in “Usage of Fund Proceeds” in Management Discussion and Analysis.

As at 31 December 2022, the Company’s issued share capital is
HK$148,348,670 and the total number of its issued ordinary shares is
1,483,486,700 shares of HK$0.10 each.

Details of the movements in share capital of the Company are set out in Note
32 to the consolidated financial statements.
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DIRECTORS’ REPORT
EEEHRES

RESERVES AND DISTRIBUTABLE RESERVES

Details of movements in the reserves of the Group and the Company during
the year are set out on page 52 of this Annual Report and Note 33 to the
consolidated financial statement. The Company had no distributable reserves
as at 31 December 2022.

DIRECTORS

The Directors during the year and up to the date of this report were:

Executive Directors
Mr. Tin Kong (Chairman)
Ms. Cheng Hung Mui
Mr. Chan Wei

Ms. Liu Liu

Independent Non-executive Directors
Dr. Ng Ka Wing

Mr. See Tak Wah

Mr. Wang Jinlin

By virtue of bye-law 87 of the bye-laws of the Company, Mr. Chan Wei, Dr. Ng
Ka Wing and Mr. Wang Jinlin shall retire by rotation and being eligible, will offer
themselves for re-election at the forthcoming annual general meeting of the
Company.

No Director proposed for re-election at the forthcoming annual general meeting
has a service contract which is not determinable by the Group within one year
without payment of compensation (other than statutory compensations).

DIRECTORS’ SERVICE CONTRACTS

Each of Ms. Cheng Hung Mui, Mr. Tin Kong and Ms. Liu Liu, each an
executive Director, entered into a service agreement with the Company for a
term of 2 years commencing from 27 June 2014, 27 August 2015 and 28 July
2021, respectively.

Mr. Wang Jinlin, an independent non-executive Director, has entered into a
service agreement with the Company for a term of 2 years commencing from
24 March 2015.

Mr. Chan Wei, an executive Director, entered into service agreement with the
Company for a term of 3 years commencing from 28 July 2021.

Dr. Ng Ka Wing and Mr. See Tak Wah, both of whom are independent non-
executive Directors, were appointed on 8 March 2016 and 27 January 2017,
respectively, without service agreement and specific term.
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DIRECTORS’ REPORT
EEEHRESE

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
THE SHARES AND UNDERLYING SHARES

As at 31 December 2022, according to the register kept by the Company
pursuant to Section 336 of the SFO and, so far as is known to the Directors,
the persons or entities who had an interest or a short position in the shares
or underlying shares of the Company (the “Shares”) which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO or who were, directly or indirectly, interested in 5% or more
of the nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of the Company, or of any other company
which is a member of the Group, or in any options in respect of such share
capital are as follows:

— S

FERRREMALTRARG RIEER
Rz ERRKR

RZF-_Z_H+-A=+—0  REAQFLE
7 R EE RPIE336HMEFHE A RLE
ERA - RARBR D SRR ([ R4 )+
BERERE S M B RHIEXVERHE2 % F30 5 5
XAARRNRWEZERIRR - HEENEEE
BEEMIBERTHERRBHAEBERMEMK
BRRMBERRNGRERNEMRRRAEESR
BRZERA AL BRI Z5%3 A LD
ALHEENT

Long positions e
Number of Percentage of the
issued ordinary total issued
Name of substantial Shares held/ share capital
Shareholder Note Capacity underlying Shares of the Company
e RTEER HAEARE BT
TERRHSE BB et &f HEERG A RABEADL
Cheng Hung Mui 1 Interest of controlled corporation 775,894,633 52.3%
BATHE RIEHER 2 R
Double Key International Limited 7 Beneficial owner 775,894,533 52.3%
ERBRERAF ERERA
Cui Qiang Beneficial owner 101,918,750 6.87%
R BB A
Leung Ka Chun Beneficial owner 101,824,000 6.86%
2R EREBA
Note Htat
1 The entire issued share capital of Double Key International Limited is wholly 1 BEBERERAT 2 2HMEETRABNTES

owned by Ms. Cheng Hung Mui, an executive Director. Therefore, Ms. Cheng
Hung Mui is deemed to be interested in the Shares held by Double Key
International Limited pursuant to the SFO.

Save as disclosed above, as at 31 December 2022, the Company has not
been notified by any persons (other than the Directors and chief executive of
the Company, whose interests are set out in the section “Directors’ and chief
executive’s interests and short position in the shares and underlying shares”
below), who had interests or short positions in the shares or underlying shares
of the Company which would fall to be disclosable to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or which were recorded
in the register required to be kept by the Company under Section 336 of the
SFO.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITION IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2022, the interests and short positions of the Directors
and chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO), which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which the Directors and chief
executive were deemed or taken to have under such provisions of the SFO),
or which were required, pursuant to section 352 of the SFO, to be recorded
in the register therein, or were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions by
the directors of Company as set out in Appendix 10 to (the “Model Code”)
the Rules of Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) were as follows:

(i) Long positions in the issued Shares

==\ h Al

EEREBRITRASRKRA - HEKR
DRESFZEERAR

NZZE-—F+-_A=+—H ARAIEELE
BITRABRA QB S E MR EE(TEER
BERHEEIEOHIEXVER) 25 - HEERD RE
Hr A T RIE B S RS IEHI BEXVIBET
SHEPAME AR MBIz R AR (B
RIEFFRBAERIBHEEXESREZTHRA
BWR AR WEERE 2 EELAR) » SURE
FHRAIE GO F 352G AR BN ZIE X it 2
MRS AR KAREBRES LT
BAIT EmRA DK S8z AR EERET
BHR G ZIZESTR([ZESFA BN ARR
MR 2 R MR R T ¢

(i) HNEBTRHOZEE

Percentage of

Name of Director

ESHR

Capacity or
nature of interests

SO EENE

Cheng Hung Mui

Interest of controlled corporation

Number of the total issued
issued ordinary share capital
Shares held of the Company
FriFE 81T HAEARERT
ZEREA RAEE 2B D L
775,894,533 52.3%

P41 AR HNERE 2 s

Note
1 The entire issued share capital of Double Key International Limited is wholly
owned by Ms. Cheng Hung Mui, an executive Director. Therefore, Ms.

Cheng Hung Mui is deemed to be interested in the Shares held by Double
Key International Limited pursuant to the SFO.

(i) Long positions in the shares of the associated corporations

Wit

1 BREEREARATZ 2D ETRABH
TEFEBABRLEEEREF - Bt - RIE

BHREEIEP - WA LR ARE
RER AR A AFTRRG R E S -

(i) REBELZERODZHFE

Percentage
of interest in

Name of Number of the associated

Name of Director Nature of interests associated corporation Shares held corporation

IHRESEE R

EERE s R EE S RO A ZEDH

Cheng Hung Mui Corporate interest Double Key International Limited 100 100%
ATy EEER EREERERAR

20 Tesson Holdings Limited Annual Report 2022



DIRECTORS’ REPORT
EEEHRESE

Apart from the foregoing, as at 31 December 2022, none of the
Directors nor the chief executive of the Company had or was deemed
to have any interests or short positions in the Shares, underlying Shares
or debentures of the Company and its associated corporations (within
the meaning of Part XV of the SFO) which were required (i) to be notified
to the Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests or short positions which they
were taken or deemed to have under such provisions of the SFO); or (ii)
pursuant to section 352 of the SFO, to be entered in the register referred
to therein; or (iii) are otherwise required to be notified to the Company
and the Stock Exchange pursuant to the Model Code.

EQUITY-LINKED AGREEMENTS

Share Option Scheme

On 18 June 2012, a share option scheme (“2012 Share Option Scheme”)
was adopted pursuant to the special general meeting of the Company and
effective for ten years until 12 June 2022.

To enable the Company to grant share options to eligible participants as
incentives or rewards for their contributions to the success of the Group,
in the annual general meeting of the Company held on 5 July 2022, a new
share option scheme (“New Share Option Scheme”) valid for 10 years was
adopted. The terms of the New Share Option Scheme are in line with the
provisions of Chapter 17 of the Listing Rules. Under the New Share Option
Scheme, the Board may grant options to employees (full-time or part-time)
and directors (excluding independent non-executive directors) (“Eligible
Participants”). The basis of eligibility of each Eligible Participants shall be
determined by the Board taking into account such factors as the Board may
at its discretion consider appropriate. The Directors will assess the eligibility
of the Eligible Participants based on their general working performance, time
commitment, working experience, responsibilities and employment conditions
according to the prevailing market practice and industry standard, or where
appropriate, contribution or potential contribution to the revenue, profits or
business development of the Group.

In each grant of options, the Board may at its discretion determine the specific
exercise period and exercise price. The exercise price shall not be less
than the higher of: (i) the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet on the date of granting the offer, which
must be a business dayj; (i) the average closing price of the Shares as stated
in the Stock Exchange’s daily quotations sheets for the 5 business days
immediately preceding the date of granting the offer; and (i) the nominal value
of a Share on the date of granting the offer.
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More details on the New Share Option Scheme are contained in the circular
of the Company dated 31 May 2022, its terms are also published on 9 June
2022 on the respective websites of the Stock Exchange and the Company.

As at 31 December 2022, the total number of Shares available for issue
under the Scheme was 123,649,370 Shares which represented 10% of the
total number of ordinary Shares in issue at the date of passing the relevant
resolution. The number of Shares in respect of which options may be granted
to any individual is not permitted to exceed 1% of the issued share capital of
the Company for the time being.

As at the date of this report, no share option has been granted by the
Company under the New Share Option Scheme.

CHANGES OF DIRECTORS’ INFORMATION

As at 31 December 2022, there were no changes of Directors’ information
required to be disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the year, none of the Directors had any interests in competing business
of the Company which was required to be disclosed pursuant to Rule 8.10 of
the Listing Rules.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBT SECURITIES

Save as disclosed in this Directors’ report, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement to enable any
Directors (including their spouses or children under 18 years of age) to have
any right to subscribe for securities of the Company or any of its associated
corporations as defined in the SFO or to acquire benefits by means of
acquisition of shares in, or debentures of the Company or any other body
corporate.
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CONTROLLING SHAREHOLDER’S INTERESTS IN
CONTRACTS

As at the end of the year ended 31 December 2022 or at any time during
the year, (a) there was no contract of significance between the Company or
any of its subsidiary companies, and a controlling shareholder or any of its
subsidiaries; and (b) there was no contract of significance for the provision of
services to the Company or any of its subsidiaries by a controlling shareholder
of the Company or any of its subsidiaries.

DIRECTORS’ INTERESTS IN CONTRACTS

As at the end of the year ended 31 December 2022 or at any time during
the year, there was no contract of significance in relation to the Company’s
business, to which the Company or any of its subsidiaries was a party,
subsisted, and in which a Director had, whether directly or indirectly, a material
interest.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of the independent non-executive
Directors, namely Dr. Ng Ka Wing, Mr. See Tak Wah and Mr. Wang Jinlin, the
annual confirmation of their independence pursuant to Rule 3.13 of the Listing
Rules. The Company considers that all of the independent non-executive
Directors are independent.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2022, sales to the five largest customers
of the Group accounted for 37.3% of the Group’s total revenue for the year. In
particular, sales to the largest customer of the Group accounted for 9.6% of
the Group’s total revenue for the year.

During the year ended 31 December 2022, 51.0% of the Group’s purchases
were attributable to the Group’s five largest suppliers. In particular, purchases
from the largest supplier of the Group accounted for 21.6% of the Group’s
total purchase for the year.

As far as the Directors are aware, neither the Directors nor any of their
associates nor any shareholders (which, to the best knowledge of the
Directors, own more than 5% of the Company’s issued share capital) had any
beneficial interests in any of the Group’s five largest customers or five largest
suppliers.
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PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities during the year ended 31
December 2022.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications and
competence.

The emoluments of the directors of the Company are decided by the
Remuneration Committee having regard to the Company’s operating results,
individual performance and comparable market statistics.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s bye-laws, or
the laws of Bermuda, which would oblige the Company to offer new shares on
a pro-rata basis to existing shareholders.

RELATED PARTY TRANSACTIONS

Details of the related party transactions undertaken by the Group during the
year ended 31 December 2022 are set out in Note 40 to the consolidated
financial statements. These related party transactions (i) did not constitute
connected transactions/continuing connected transactions or, (i) constituted
connected transactions/continuing connected transactions but were exempted
from all disclosure and independent shareholders’ approval requirements
under the Listing Rules.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group’s financial conditions, results of operations and business would
be affected by numerous risks and uncertainties including market risk,
foreign currency risk, credit risk and liquidity risk. The Group’s overall risk
management programme is shown in Note 6 to the consolidated financial
statements.
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RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS
AND SUPPLIERS

Employees

The Group considers employees as the key to success and continues to
implement people-oriented policy in human resources management, including
the offer of appropriate training programs, performance linked discretionary
bonus, and implement a sound and complete performance appraisal system
to promote career advancement and opportunity of the staff.

Customers and Suppliers

The Group maintained sound relationships with its customers and suppliers,
and also committed to provide excellent products with outstanding services to
our customers in order to build up and maintain sustainable relationships.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the year ended 31 December 2022, as far as the Company is aware,
there was no material breach of or non-compliance with applicable laws and
regulations by the Group that has a significant impact on the business and
operations of the Group.

PERMITTED INDEMNITY

In accordance with bye-law 166 of the bye-laws of the Company, the
Directors and other officers of the Company shall be indemnified and secured
harmless out of the assets and profits of the Company from and against all
actions, costs, charges, losses, damages and expenses which they or any
of them, their or any of their heirs, executors or administrators, shall or may
incur or sustain by or by reason of any act done, concurred in or omitted in or
about the execution of their duty, or supposed duty, in their respective offices
or trusts, provided that any such persons has not committed any fraud or
dishonesty.

A permitted indemnity provision for the benefit of the Directors was in force
as of the date of this report and during the financial year ended 31 December
2022. The Company has maintained directors and officers liability insurance
for the directors of the Company.
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| SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within
the knowledge of the Directors of the Company, the Company has maintained
a sufficient public float as at the latest practicable date prior to the issue of this
report.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE
(“ESG”) SUMMARY

The Group is committed to conducting our business in an environmentally
sound manner and has adopted the Environmental, Social and Governance
Reporting Guide as required by the Listing Rules. The Board will continue
to monitor such policies to ensure the Company remains compliant with the
relevant laws and regulations that have a significant impact on the Company
in relation to the environment, employment, labor and operation. In addition to
carrying out the corporate-wide programs the Company has initiated, all of our
employees are required to be familiar with environmental laws and regulations
relevant to their employment responsibilities and to comply with them. Details
of the above information are set out in our ESG report.

DIVIDENDS

The Board does not recommend the payment of any dividend for the year
ended 31 December 2022 (2021: Nil).

SUBSIDIARIES

Details of the Company’s principal subsidiaries as at 31 December 2022 are
set out in Note 41 to the consolidated financial statements.

AUDITOR

The consolidated financial statements of the Group for the year ended 31
December 2022 was audited by ZHONGHUI ANDA CPA Limited. ZHONGHUI
ANDA CPA Limited will retire at the forthcoming annual general meeting and
a resolution for their re-appointment as the auditor of the Company will be
proposed at the forthcoming annual general meeting.
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OTHER SIGNIFICANT EVENT

On 10 October 2022, Tesson New Energy (Shenzhen) Company Limited* (K E
HFeeBEORY) AR A R) (“Tesson Shenzhen”), an indirect non-wholly owned
subsidiary of the Company, entered into the capital increase agreement (the
“Capital Increase Agreement”) with Tesson New Energy Company Limited*
(KE &R AR R A (the “Target Company”), Nanfang Black Sesame
Group Co. Ltd.* (85 R Z ik B AR A F]) (‘Nanfang Black Sesame”)
and Dalian CBAK Power Battery Co., Ltd.* (K#ER L&) H BB R A 7))
(“Dalian CBAK”). Pursuant to the Capital Increase Agreement, the registered
capital of the Target Company is proposed to increase from approximately
RMB500 million to RMB1,100 million, of which (i) Nanfang Black Sesame
will contribute RMB500 million in the form of 100% equity interest of Jiangxi
Xiaoheixiaomi Food Co., Ltd.* (LN B/NE R B R & E R ) (‘Jiangxi
Xiaoheixiaomi”) where the shortfall from the appraised value of 100% equity
interest of Jiangxi Xiaoheixiaomi will be supplemented by cash; and (i) Dalian
CBAK, currently not a shareholder of the Target Company, would consider to
contribute RMB100 million for the capital increase in the form of intellectual
property including trademark and battery manufacturing technology, it is
agreed amongst all the parties to the Capital Increase Agreement that the
value of such intellectual property is RMB100 million. Tesson Shenzhen will
waive the pre-emptive right and will not make any contribution to the Target
Company under the Capital Increase Agreement.

Upon completion of the disposal, the Target Company and its subsidiaries
(“Target Group”) will cease to be subsidiaries of the Company and the
financial results of the Target Group will no longer be consolidated into the
financial statements of the Group, and the Target Company will become an
associated company of the Company. The capital increase under the Capital
Increase Agreement constitutes a very substantial disposal under Chapter 14
of the Listing Rules. As at the date of this Annual Report, the disposal has not
yet been completed and may or may not materialise.

For more information, please refer to the announcements of the Company
dated 10 October 2022, 11 October 2022, 31 October 2022, 30 November
2022, 2 December 2022, 30 December 2022, 6 January 2023 and 28
February 2023.

By order of the Board
Tesson Holdings Limited

Tin Kong
Chairman

Hong Kong, 30 March 2023
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| CORPORATE GOVERNANCE PRACTICES

The Company’s corporate governance practices are based on the principles
(the “Principles”) and code provisions (the “Code Provisions”) as set out in
the Corporate Governance Code and Corporate Governance Report (the “CG
Code”) contained in Appendix 14 to the Listing Rules.

The Company and the Directors strive to follow the internal control manuals
and put in place sufficient resources to comply with the CG Code. During the
year ended 31 December 2022, save for the deviations disclosed below, the
Company had complied with all the applicable provisions set out in the CG
Code:

Pursuant to the Code Provision C.1.6 of the CG Code, independent non-
executive Directors and non-executive Directors should attend general
meetings of the Company. However, two independent non-executive Directors
were absent from the annual general meeting of the Company held on 5 July
2022 due to other business commitments. To ensure compliance with the CG
Code in the future, the Company has arranged and will continue to arrange to
furnish all Directors with appropriate information on all general meetings of the
Company and take all reasonable measures to schedule meetings in such a
way that all Directors can attend the general meetings.

Code Provision C.2.1 of the CG Code stipulates the roles of chairman and
chief executive should be separate and should not be performed by the
same individual. Mr. Tin Kong has been serving as the chairman and the chief
executive officer of the Company (the “CEO”) since 1 August 2019. Such
practice deviates from Code Provision C.2.1 of the CG Code. The Board
considers that consolidation of these roles by Mr. Tin Kong provides strong
and consistent leadership to the Company which facilitates effective planning
and efficient management of the Company. The Board will keep reviewing this
arrangement from time to time and should candidate with suitable knowledge,
skill and experience be identified, the Company will make an appointment to fill
the post as appropriate.

The Board will continue to review and improve the corporate governance
practices and standards of the Company to ensure the business activities and
decision making processes of the Company are regulated in a proper and
prudent manner.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 to the
Listing Rules for securities transactions by the Directors.

Having made specific enquiry of all Directors, the Company reported that the
Directors confirmed that they had complied with the required standards set
out in the Model Code during the year ended 31 December 2022. The Model
Code also applies to other specified senior management of the Group.

BOARD OF DIRECTORS

As at the date of this report, the Board comprises:
Executive Directors: Mr. Tin Kong (Chairman)
Ms. Cheng Hung Mui
Mr. Chan Wei

Ms. Liu Liu
Independent Non-executive Directors: Dr. Ng Ka Wing
Mr. See Tak Wah
Mr. Wang Jinlin

The Board comprises of four executive Directors and three independent
non-executive Directors. One of the independent non-executive Directors
possesses appropriate professional accounting qualifications and financial
management expertise. Biographical details of the directors are set out in
the section of “Biographical Details of Directors and Senior Management” on
pages 13 to 16 of this Annual Report.

The relationships among the members of the Board are disclosed under
“Biographical Details of Directors and Senior Management” on pages 13 to
16. Save as disclosed under “Biographical Details of Directors and Senior
Management”, the Board members have no financial, business, family or other
material/relevant relationships with each other. The formation of the Board has
met Rule 3.10A of the Listing Rules for the Board to have at least one-third in
number of its members comprising independent non-executive Directors.

The main focus of the Board is on the formulation of overall strategies and
policies of the Group. The Board also monitors the financial performance
and the internal controls of the Group’s business operations. Execution of
operational matters and the powers thereof are delegated to the management
by way of clear direction and remit from the Board.
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The independent non-executive Directors are from professional background
with a broad range of expertise and experience in the fields of accounting,
finance, legal and business. Their skills and expertise ensure strong
independent views and judgment in the Board. They also serve important
function of ensuring and monitoring the basis for an effective corporate
governance framework. The Board considers that each independent non-
executive Director is independent in character and judgment and that they all
meet the independence criteria as set out under Rule 3.13 of the Listing Rules.

All directors are regularly updated on governance and regulatory matters.
There is an established procedure for directors to obtain independent
professional advice at the expense of the Company in the furtherance of their
duties. The Company has also arranged appropriate director and officer liability
insurance cover in respect of any potential legal actions that might be taken
against its directors.

Directors’ Training and Professional Development Programme
The Directors have undergone satisfactory training throughout the year and

provided the training record to the Company. During the year ended 31
December 2022, the training records of the Directors are set out below:
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BUFNTESHERBEXRES  REF M
B ARMEENTEAEERRELREELER
WEZRELERANBAAESSRHEARE L
M2 BARAE - BUFRTEF 2R RER
AIRERTERCREARBIAMEF &
ZERREBBYIFNTESHAB IR LA
B - X E2ENE EMRRIEIISGMAE 2B
SLAGRF ©

EREFOTHESEREAREESEZEM
Bl - ERARERERRF  SRBUFXER
B EITTERE - BRERBARFANE - &
RACHBEFTCBEERTY  THEECE
ENRITBRABREERRE

ESBIIREXRRRE

FR - BEFEETTARBZEI - LRAXAQF]
REEIES - NEE_T_—_F+-_A=+—
AIEFE  BEFZHVIRSFHIIMT

Corporate Governance/update
on laws, rules and regulations

TEER A - RAIRBREIZEH
Attend Seminars,
Read Briefings and
Materials Conferences
HEMRE
Directors 2= BB R IGEA=SA =L ]
Executive Directors HITEE
Mr. Tin Kong (Chairman) M4 (FE) v v
Ms. Cheng Hung Mui AT 22+ v v
Mr. Chan Wei BRI A v v
Ms. Liu Liu 2zt v v
Independent Non-executive Directors B UIHITEE
Dr. Ng Ka Wing REEKHE+ v v
Mr. See Tak Wah i v v
Mr. Wang Jinlin FeMeE v v
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Directors’ Attendance at the Board Meetings and General EEHFEESSERERREAZHER

Meetings

The individual attendance record of each Director at the Board meetings KJEERNHE-_Z-_—_F+_A=1+—HILFE
(not including other ad hoc meetings of the Board held from time to time), HEEEE €3 (T EIEHi TEERITHTE S

& Sy ¥

certain committee meetings and general meetings during the year ended 31 EEe o) ETZ8ee3RkREASHE
December 2022 is set out below:

RIFCEEIINT

Attendance/Number of Meetings

i/ BTERAY
Internal
Audit  Nomination Remuneration Control
Committee =~ Committee =~ Committee ~ Committee Board General
Meetings Meetings Meetings Meeting Meetings Meetings
ENZBE REZEE FMZEE ABEEZRE
Directors Ex &3 = e 2gE ETegE BREAE
Executive Directors HiTEE
Mr. Tin Kong isEibite NATER 1/1 1/1 1/1 7 11
Ms. Cheng Hung Mui BT N/ATE N/AT @R NATER N/AT &R o7 0
Mr. Chan Wei (i NATER N/ATER NATER N/ATER 1 1
Ms. Liu Liu 2+ NATER NATEH NATER N/AT B 27 0
Independlent Non-executive Directors B k772 %
Dr. Ng Ka Wing REKET 2/2 1/1 1/1 1/1 6/7 11
Mr. See Tak Wah EELE 2/2 1 1 11 77 0
Mr. Wang Jinlin Temrst 1/2 0N 0N 01 6/7 0N

o FFEHE REERERAT 31



CORPORATE GOVERNANCE REPORT

(s assagp

| DIRECTORS’ AND OFFICERS’ INSURANCE

The Company has arranged appropriate insurance cover in respect of potential
legal actions against its Directors and officers.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to Code Provision C.2.1 of the CG Code, the roles of chairman and
CEO should be separate and should not be performed by the same individual.

The roles of Chairman are to provide leadership to the Board and responsible
for the effective functioning and ensuring that directors receive adequate,
reliable and complete information in timely manner. The Chairman assumes
the primary responsibility for ensuring that good corporate governance
practices and procedures are established.

The CEOQ is responsible for administering and managing the Group’s business
and internal controls, including the implementation of major strategies and
initiatives decreed and delegated by the Board.

During the year ended 31 December 2022, Mr. Tin Kong has been serving
as the chairman and the CEO of the Company since 1 August 2019. In view
of current development of the Group, the Board believes that it is in the best
interest of the Group to have Mr. Tin Kong taking up both roles for effective
execution of business strategies and management of business operations.
The Board will keep reviewing this arrangement from time to time and should
candidate with suitable knowledge, skill and experience be identified, the
Company will make an appointment to fill the post of CEO as appropriate.

BOARD COMMITTEES

As at the date of this Annual Report, the Board has established four
committees, namely, the audit committee (the “Audit Committee”), the
nomination committee (the “Nomination Committee”), the remuneration
committee (the “Remuneration Committee”) and the internal control
committee (the “Internal Control Committee”), for overseeing particular
aspects of the Company’s affairs. All Board committees of the Company are
established with defined written terms of reference. The terms of reference of
the Board committees are posted on the Company’s website and the Stock
Exchange’s website and are available to shareholders upon request.
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Each Board committee consists of a majority of independent non-executive
Directors (“INED”). The list of the chairman and members of each Board
committee as at the date of this Annual Report is set out below:

Audit Committee

Mr. See Tak Wah (Chairman) (INED)
Dr. Ng Ka Wing (INED)
Mr. Wang Jinlin (INED)

Internal Control Committee

Mr. Tin Kong (Chairman) (executive Director)
Dr. Ng Ka Wing (INED)

Mr. See Tak Wah (INED)

Mr. Wang Jinlin (INED)

Nomination Committee

Mr. Tin Kong (Chairman) (executive Director)
Dr. Ng Ka Wing (INED)

Mr. See Tak Wah (INED)

Mr. Wang Jinlin (INED)

Remuneration Committee

Dr. Ng Ka Wing (Chairman) (INED)
Mr. Tin Kong (executive Director)
Mr. See Tak Wah (INED)

Mr. Wang Jinlin (INED)

The Board committees are provided with sufficient resources to perform
their duties and, upon reasonable request, are able to seek independent
professional advice in appropriate circumstances, at the Company’s expenses.

Pursuant to Rule 3.10 of the Listing Rules, every listed issuer is required
to have at least three INEDs, at least one of whom must have appropriate
professional qualifications, or accounting or related financial management
expertise. Besides, according to Rule 3.21 of the Listing Rules, every listed
issuer must establish an audit committee comprising non-executive directors
only. The audit committee must comprise a minimum of three members, at
least one of whom is an independent non-executive director with appropriate
professional qualifications or accounting or related financial management
expertise as required under Rule 3.10(2). Throughout the year, the Board at all
times fully complied with Rules 3.21 and 3.10(2) of the Listing Rules.
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AUDIT COMMITTEE

The majority of the audit committee members must be independent non-
executive directors of the listed issuer. The audit committee must be chaired
by an independent non-executive director. The Audit Committee currently
comprises three independent non-executive Directors. Written terms of
reference, which describe the authority and duties of the Audit Committee,
have been adopted and posted on the websites of the Company and the
Stock Exchange, and are regularly reviewed and updated by the Board.

As at the reporting date, the Audit Committee comprised three members, all
the independent non-executive Directors namely, Dr. Ng Ka Wing, Mr. See
Tak Wah and Mr. Wang Jinlin as members. The chairman of Audit Committee is
Mr. See Tak Wah who possesses the appropriate professional qualifications or
accounting or related financial management expertise. None of the members
of the Audit Committee is a former partner of the Company’s existing external
auditor. The Audit Committee has separate and independent access to the
advice and services of the senior management of the Company, and is able
to seek independent professional advice at the Company’s expense upon
reasonable request.

The main duties of the Audit Committee include the following:

(@ To review the consolidated financial statements and reports and
consider any significant or unusual items raised by the Company’s
staff responsible for the accounting and financial reporting function,
compliance officer or external auditors before submission to the Board.

(b) To review the relationship with the external auditors with reference
to the work performed by the external auditors, their fees and terms
of engagement, and make recommendation to the Board on the
appointment, re-appointment and removal of external auditors.

(c) To review the adequacy and effectiveness of the Company’s financial
reporting system, internal control system and risk management system
and associated procedures.

During the year, the Audit Committee has, inter alia, reviewed the accounting
standards and practices adopted by the Group and discussed with the
management about the internal control and financial reporting matters,
including reviewing the annual financial information for the year ended 31
December 2021 and the interim financial information for the six months ended
30 June 2022.

The Group’s consolidated financial statements for the year ended 31
December 2022 have been reviewed by the Audit Committee, who is of
opinion that such statements comply with applicable accounting standards
and legal requirements, and that adequate disclosures have been made.
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INTERNAL CONTROL COMMITTEE

The Internal Control Committee comprises four members, namely, Mr. Tin
Kong who is the Chairman and executive Director, and Dr. Ng Ka Wing,
Mr. See Tak Wah and Mr. Wang Jinlin who are independent non-executive
Directors. The Internal Control Committee is chaired by Mr. Tin Kong. The
Internal Control Committee was established to enhance risk management and
internal control systems in a timely manner. The Internal Control Committee
is responsible for performing independent review of the adequacy and
effectiveness of the risk management and internal control systems. The Internal
Control Committee examines key issues in relation to the accounting practices
and all material controls; evaluate and determine the nature and extent of the
risks it is wiling to take in achieving the Company’s strategic objectives; and
provides the effectiveness of its implementation and recommendations for
improvement to the Audit Committee and the Board.

During the year, the Company organizes personnel and seeks assistance from
external professional advisory institutions to review the risk management and
internal control systems which are subject to the review by the Company’s
management team and the Internal Control Committee and approval by the
Audit Committee and the Board.

NOMINATION COMMITTEE

According to Rule 3.27A of the Listing Rules, issuers should establish a
nomination committee which is chaired by the chairman of the board or an
independent non-executive director and comprises a majority of independent
non-executive directors.

The Company has set up a Nomination Committee with its written terms of
reference in compliance with the CG Code as set out in Appendix 14 of the
Listing Rules to ensure fair and transparent procedures for appointment, re-
election and removal of Directors to the Board. The Nomination Committee
currently comprises three independent non-executive Directors and one
executive Director, and was chaired by an executive Director who is the
Chairman of the Board.

The principal responsibilities of the Nomination Committee include reviewing
the structure, size and composition (including the skills, knowledge and
experience) of the Board on a regular basis and make recommendations to
the Board regarding any proposed changes; identifying individuals suitably
qualified to become Board members and select or make recommendations
to the Board on the selection of, individuals nominated for directorships;
assessing the independence of independent non-executive Directors; making
recommendations to the Board on relevant matters relating to the appointment
or re-appointment of Directors and succession planning for Directors.
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During the year ended 31 December 2022, the Nomination Committee has
reviewed the existing structure, size, diversity and composition of the Board
to ensure it has a balance of expertise, skills, experience and diversity of
perspectives appropriate to the requirements the Group’s business; reviewed
and assessed the independence of independent non-executive Directors; and
assessed the board diversity policy of the Company (the “Board Diversity
Policy”) as well as discussing matters regarding the appointment, retirement
and re-election of Directors.

The Nomination Committee formulated Board Diversity Policy. The Company
recognises and embraces the benefits of having a diverse Board to enhance
the quality of its performance. In designing the Board’s composition, the
Nomination Committee will consider a number of aspects, including but
not limited to gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service. All Board
appointments will be based on meritocracy, and candidates will be considered
against objective criteria, having due regard for the benefits of diversity on the
Board. The ultimate decision will be based on merit and contribution that the
selected candidates will bring to the Board.

The Nomination Committee will continue to review the Board Diversity Policy, as
appropriate, to ensure its effectiveness and discuss any revisions that may be
required, and recommend any such revisions to the Board for consideration
and approval.

The Nomination Committee also monitors the implementation of the
Board Diversity Policy and reports to the Board on the achievement of the
measurable objectives for achieving diversity under the Board Diversity Policy.

BOARD DIVERSITY

The Group has adopted the Board Diversity Policy which is summarized as
follows:

(@)  Election of members of the Board shall be based on a series of
diversified bases, including but not limited to gender, age, cultural and
educational background, professional experience, skills, knowledge and
length of service; and

(o)  The Nomination Committee will monitor the implementation of the
diversity policy in order to ensure that the policy produces desirable
results.

The composition of the Board of Directors of the Company has met the gender
diversity requirement and is at a relatively high level (approximately 29%, 2
females out of 7 Directors). Gender diversity at workforce levels (including or
senior management) is disclosed in the Environmental, Social and Governance
Report of the Company.
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REMUNERATION COMMITTEE

Remuneration Policy for Directors and Senior Management

The remuneration payable to the employees includes salaries and allowances.
The Group’s remuneration policies are formulated based on the performance
of individual employees and are reviewed regularly. Subject to the Group’s
profitability, the Group may also provide a discretionary bonus to employees
as an incentive for their contribution to the Group. The primary goal of
the remuneration policy with regard to the remuneration packages of the
executive Directors is to enable the Group to retain and motivate the executive
Directors by linking their compensation with performance as measured against
corporate objectives achieved. Each of the executive Directors is entitled to
the remuneration packages including basic salaries and discretionary bonuses.

The primary duties of the Remuneration Committee are to make
recommendations to the Board on the Company’s policy and structure for all
Directors’ and senior management remuneration, make recommendations to
the Board on the remuneration of non-executive Directors and determine, with
delegated responsibility, the remuneration packages of individual executive
Directors and senior management.

The Company believes that by offering the eligible persons a shareholding
stake in the Company, the interests of the eligible persons and the Company
will align and thereby provide the eligible persons with additional incentives to
improve the Company’s performance.

According to the Rule 3.25 of the Listing Rules, an issuer must establish a
remuneration committee chaired by an independent non-executive director
and comprising a majority of independent non-executive directors, and
according to the Rule 3.26 of the Listing Rules, the board of directors
must approve and provide written terms of reference for the remuneration
committee which clearly establish its authority and duties.

The Company has set up a Remuneration Committee with written terms of
reference in compliance with the CG Code as set out in Appendix 14 of the
Listing Rules to ensure that there are formal and transparent procedures for
setting policies on the remuneration of Directors and senior management.
The Remuneration Committee currently comprises three independent non-
executive Directors and one executive Director, and was chaired by an
independent non-executive Director.

During the year ended 31 December 2022, the Remuneration Committee has
reviewed and discussed the remuneration and structure of the Directors and
senior management of the Company.

Pursuant to Code Provision E.1.5 of the CG Code, the remuneration of the
members of the senior management by band for the year ended 31 December
2022 is set out in Note 15 to the consolidated financial statements.
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COMPANY SECRETARY

Mr. Chan Wei, the company secretary of the Company, is also an executive
director of the Company. He ensures information flow within the Board and
that the Board policy and procedures are followed. The company secretary is
responsible for advising the Board on the corporate governance matters and
professional development of the Directors.

According to the requirements of Rule 3.29 of the Listing Rules, the company
secretary has taken no less than 15 hours of relevant professional training
during the financial year ended 31 December 2022.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board has overall responsibility for the systems of internal control and
risk management of the Company and for reviewing their effectiveness on a
regular basis, covering financial, operational, compliance controls and risk
management functions.

The Board is committed to design and implement effective and sound
risk management and internal control systems to safeguard the interests
of Shareholders and the Group’s assets. The systems are implemented
to manage and minimize, rather than eliminate, the risk of failure in
operation systems, and to provide reasonable assurance against material
misstatement or loss. The Board has delegated to executive management the
implementation of the systems of risk management and internal controls and
reviewing of all relevant financial, operational, compliance controls and risk
management function within an established framework. Our risk management
and internal control systems are reviewed and renewed at least on an annual
basis.

For the year ended 31 December 2022, Apec Risk Management Limited, an
external professional advisory institution, has been appointed to undertake
the internal audit function and assist the Internal Control Committee to
review the risk management and internal control systems of the Group. For
risk assessment, the management and functional responsible persons are
required to evaluate the likelihood and impact of each identified risk item in
a risk register. Once significant risks are identified, mitigating measures are
required to put in place immediately in order to manage such risks. For internal
control review, once areas of improvement have been identified, appropriate
measures and follow-up actions are required to be put in place in order to
enhance the internal control system. The Internal Control Committee reviews
the findings and opinion of the management on the effectiveness of the
Company’s risk management and internal control systems, and reports to the
Audit Committee and the Board on such reviews. In respect of the year ended
31 December 2022, the Board considered the risk management and internal
control systems effective and adequate. No significant areas of concern which
might affect Shareholders were identified.
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The Company has put in place the policies and procedures for the handling
and dissemination of inside information. The Company regularly reminds the
Directors and employees for the due compliance with all policies regarding
the inside information and also keeps them for the latest regulatory updates.
Before the information is fully disclosed to the public, the Group ensures the
information is kept strictly confidential. If the Group believes that the necessary
degree of confidentiality cannot be maintained or that confidentiality may have
been breached, the Group would immediately disclose the information to the
public.

DIRECTORS’ RESPONSIBILITY STATEMENT

The Board is responsible for presenting a balanced, clear and understandable
assessment of annual and interim reports, price sensitive announcements
and other disclosures required under the Listing Rules and other regulatory
requirements.

The Directors acknowledge their responsibility for preparing the consolidated
financial statements of the Company for the year ended 31 December 2022.

AUDITOR’S RESPONSIBILITY STATEMENT

The auditor’s responsibilities on the consolidated financial statements of the
Group is set out in the Independent Auditor’s Report on pages 43 to 47 to this
Annual Report.

AUDITOR’S REMUNERATION

For the year ended 31 December 2022, the remuneration of the Group’s
auditor for statutory audit services was approximately HK$1,000,000, and
for non-audit service on reviewing a major transaction of the Group was
approximately HK$100,000.

SHAREHOLDER RIGHTS

Procedures for Shareholders to convene a Special General
Meeting (“SGM”)

Pursuant to the Company’s bye-laws and the Companies Act 1981 of
Bermuda (“Companies Act”), registered Shareholders holding not less than
one-tenth (10%) of the paid-up capital of the Company carrying the right of
voting at general meetings of the Company (“SGM Requisitionists”) can
deposit a written request to convene a SGM at the registered office of the
Company (“Registered Office”), which is presently situated at Clarendon
House, 2 Church Street, Hamilton HM 11, Bermuda. The SGM Requisitionists
must state in their request(s) the purposes of the SGM and such request(s)
must be signed by all the SGM Requisitionists and may consist of
several documents in like form, each signed by one or more of the SGM
Requisitionists.
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The Share Registrars will verify the SGM Requisitionists’ particulars in the SGM
Requisitionists’ request. Promptly after confirmation from the Share Registrars
that the SGM Requisitionists’ request is in order, the Company Secretary will
arrange with the Board to convene a SGM by serving sufficient notice to all
the registered Shareholders in accordance with all the relevant statutory and
regulatory requirements. On the contrary, if the SGM Requisitionists’ request
is verified not in order, the SGM Requisitionists will be advised of the outcome
and accordingly, a SGM will not be convened as requested.

The SGM Requisitionists, or any of them representing more than one half of
the total voting rights of all of them, may themselves convene a SGM if within
twenty-one (21) days of the deposit of the SGM Requisitionists’ request, the
Board does not proceed duly to convene a SGM provided that any SGM so
convened is held within three (8) months from the date of the original SGM
Requisitionists’ request. A SGM so convened by the SGM Requisitionists
shall be convened in the same manner, as nearly as possible, as that in which
meetings are to be convened by the Company.

Procedures for Shareholders to put forward proposals at a
general meeting

Pursuant to the Companies Act, either any number of the registered
Shareholders holding not less than one-twentieth (5%) of the paid-up capital of
the Company carrying the right of voting at general meetings of the Company
(“Requisitionists”), or not less than 100 of such registered Shareholders, can
request the Company in writing to (a) give to Shareholders entitled to receive
notice of the next general meeting notice of any resolution which may properly
be moved and is intended to be moved at that meeting; and (b) circulate to
Shareholders entitled to have notice of any general meeting any statement
of not more than 1,000 words with respect to the matter referred to in any
proposed resolution or the business to be dealt with at that meeting. The
requisition signed by all the Requisitionists may consist of several documents
in like form, each signed by one or more of the Requisitionists; and it must be
deposited at the Registered Office with a sum reasonably sufficient to meet
the Company’s relevant expenses, not less than six (6) weeks before the
meeting in case of a requisition requiring notice of a resolution or not less than
one (1) week before the meeting in the case of any other requisition. Provided
that if an annual general meeting is called for a date six (6) weeks or less after
the requisition has been deposited, the requisition though not deposited within
the time required shall be deemed to have been properly deposited for the
purposes thereof.
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Procedures for directing Shareholders’ enquiries to the Board

Shareholders may at any time send their enquiries and concerns to the Board
in writing through the Company Secretary whose contact details are as
follows:

The Company Secretary

Mr. Chan Wei

Room 401A, Empire Centre,

68 Mody Road, Tsim Sha Tsui,
Kowloon, Hong Kong

Fax: (852) 3520 3181

Email: info@tessonholdings.com

Shareholders may also make enquiries with the Board at the general meetings
of the Company.

Constitutional Documents

During the year ended 31 December 2022, there was no alteration to the
Company’s constitutional documents.

On 30 March 20283, the Board proposed to make certain amendments to its
bye-laws to (i) bring its bye-laws to be in line with the relevant requirements
of the applicable laws of Bermuda and the Listing Rules; (i) enable the
Company to convene and hold electronic or hybrid general meetings of the
Shareholders and provide flexibility to the Company in relation to the conduct
of general meetings; and (iii) make other miscellaneous and housekeeping
changes to update or clarify the provisions of the existing bye-laws, including
consequential amendments in line with the above amendments to the existing
bye-laws, where it is considered desirable or to better align the wordings with
the Listing Rules and the applicable laws of Bermuda.

The proposed amendments to the existing bye-laws of the Company and
the adoption as New Bye-laws shall be subject to the passing of a special
resolution by the Shareholders at the forthcoming annual general meeting of
the Company. A circular containing, among others, details of the proposed
amendments of bye-laws of the Company and a notice convening the annual
general meeting will be despatched to the Shareholders in due course.
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| INVESTOR RELATIONS

The Company is committed to enhancing communications and relationships
with its investors. Designated senior management maintains an open
dialogue with institutional investors and analysts to keep them abreast of the
Company’s developments.

The Company also maintains a website at www.tessonholdings.com, where
updates on the Company’s business developments and operations, financial
information and news can always be found.

CODE OF CONDUCT

The Company is committed to high standard of business ethics and integrity. A
code of conduct is enforced on all employees of the Group. The employees at
all levels are expected to act in an honest, diligent and responsible manner. No
personal gifts or other forms of advantages from any person or organisation
doing business with the Group can be accepted by any employee. Business
partners and customers are reminded from time to time that its policy forbids
any employee or agent of the Group from accepting any gift from them.
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INDEPENDENT AUDITOR’S REPORT
B 2 BE RS

T o

ZHONGHUI

TO THE SHAREHOLDERS OF
TESSON HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Tesson Holdings
Limited (the “Company”) and its subsidiaries (collectively referred to as the
“Group”) set out on pages 48 to 132, which comprise the consolidated
statement of financial position as at 31 December 2022, and the consolidated
statement of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 31 December 2022,
and of its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities under those
standards are further described in the Auditor’'s Responsibilities for the Audit
of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the HKICPA’s Code of Ethics
for Professional Accountants (the “Code”), and we have fulfilled our other
ethical responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to Note 2 to the consolidated financial statements which
mentions that the Group incurred a loss of approximately HK$124,681,000
from continuing operation for the year ended 31 December 2022. The cash
and bank balance is amounting to HK$6,252,000 as at 31 December 2022.
These conditions indicate a material uncertainty which may cast significant
doubt on the Group’s ability to continue as a going concern. Our opinion is not
modified in respect of this matter.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were
of most significance in our audit of the consolidated financial statements of the
current period. These matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters. In
addition to the matters described in the Material Uncertainty Related to Going
Concemn section, we have determined the matters described below to be the
key audit matters to be communicated in our report.

(i) Property, plant and equipment
Refer to Note 18 to the consolidated financial statements
The Group tested the amount of property, plant and equipment for
impairment. This impairment test is significant to our audit because the
balance of property, plant and equipment of HK$273,319,000 as at 31
December 2022 is material to the consolidated financial statements. In
addition, the Group’s impairment test involves application of judgement
and is based on assumptions and estimates.
Our audit procedures included, among others:

- Assessing the reasonableness of the key assumptions;

- Assessing the Group’s review procedure to support the accuracy
of carrying amounts of property, plant and equipment;

- Assessing the competence, independence and integrity of the
external valuer engaged by client;

- Assessing the disclosure of the fair value measurement in the
consolidated financial statements;

- Evaluating the Group’s impairment assessment;

- Obtaining the external valuation reports and meeting with the
external valuer to discuss and challenge the valuation process,
methodologies used and market evidence to support significant

judgments and assumptions applied in the valuation model;

- Checking key assumptions and input data in the valuation model
to supporting evidence; and

- Checking arithmetical accuracy of the valuation model.

We consider that the Group’s impairment review for property, plant and
equipment is supported by the available evidence.
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(i)

Trade and other receivables, deposits and prepayments

Refer to Note 24 to the consolidated financial statements

The Group performed recoverability review on the amounts of trade
and other receivables, deposits and prepayments. The implication of
recoverability review is significant to our audit because the carrying
amount of trade and other receivables, deposits and prepayments of
approximately HK$300,458,000 as at 31 December 2022 is material
to the consolidated financial statements. In addition, the Group’s
impairment test involves application of judgement and is based on
estimates.

Our audit procedures included, among others:

- Assessing the Group’s procedures on granting credit limits and
credit periods to customers and debtors;

- Assessing the Group’s relationship and transaction history with the
customers and debtors;

- Evaluating the Group’s recoverability assessment;
- Assessing aging of the debts;
- Assessing creditworthiness of the customers;

- Checking subsequent settlements and usage of the receivable
palance; and

- Assessing the disclosure of the Group’s exposure to credit risk in
the consolidated financial statements.

We consider that the Group’s recoverability review on trade and other
receivables, deposits and prepayments is supported by the available
evidence.
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OTHER INFORMATION

The directors of the Company (the “Directors”) are responsible for the
other information. The other information comprises all the information in the
Company’s annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

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

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information identified and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in
this regard.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

In preparing the consolidated financial statements, the Directors are responsible
for assessing the Group’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis
of accounting unless the Directors either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do so.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. We report our opinion solely to you, as a body,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

A further description of our responsibilities for the audit of the consolidated
financial statements is located at the HKICPA’s website at:

https://www.hkicpa.org.hk/en/Standards-setting/Standards/Our-views/auditre

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Li Shun Fai

Audit Engagement Director

Practising Certificate Number P05498
Hong Kong, 30 March 2023
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

2022 2021
—ECCHE —E-—F
Notes HK$’000 HK$'000
Wt FET FHET
(Re-presented)
(E5)
Continuing operation BERSEEK
Revenue Wz 8 94,399 159,839
Cost of sales SHE AR (86,383) (148,413)
Gross profit EF| 8,016 11,426
Interest income ABEUWA 232 573
Other income =N 9 7,994 11,467
Distribution and selling expenses D RHERY (5,934) (8,230)
Administrative expenses THFAY (126,539) (143,465)
Reversal of impairment loss/(impairment loss) ZIEEE REEERER
on various assets (REEE) 13b 974 (77,145)
Written-off on various assets IR Wi 13b (2,653) (63,433)
Loss from operation REEE (117,910 (268,807)
Finance costs AR 11 (6,771) (7,936)
Loss before tax MRBLAIEE 13a (124,681) (276,743)
Income tax credit Frisfis e 12 - 7,597
Loss for the year from continuing operation FEK& £ 2 REEEIE (124,681) (269,146)
Discontinued operation BRIEEEEK
Loss for the year from discontinued operation DR MRS EE 7 REEEE 14 (103,334) (231,868)
Loss for the year TEEFHE (228,015) (501,014)
Other comprehensive (expense)/income Hit2m(Fx) W&
Items that may be reclassified to DEEEH n EEEm B -
profit or loss:
Exchange differences on translating foreign BREGINEBEE 2 INERRER
operations (69,601) 35,588
Foreign currency translation reserve reclassified &M BAREENDEEEEZ
to profit or loss upon disposal of subsidiaries GNFE 5 At (21,504) -
(319,120) (465,426)
Items that will not be reclassified to BTEEN P EERm2HE -
profit or loss:
Surplus arising on revaluation of property, HEWE  BELRREEE2RH
plant and equipment 48,227 -
Deferred tax effect arising on revaluation of EhWE  BERRBEEET
property, plant and equipment Bimee (8,120) -
Total comprehensive expenses for the year XNEE2XHEB XA (279,013) (465,426)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME..,

AEER
meBEmkEMEEIER e
For the year ended 31 December 2022 BEZT-_—H+=-A=1+—HLFE l [ ]
2022 2021
—ECCHE —E-—F
Notes HK$’000 HK$'000
Wt FET FHET
(Re-presented)
(E5)
Loss for the year attributable to: THATEERFERSS
Owners of the Company ZANCIEZZEIN
Loss from continuing operation GBS IR R (99,249) (192,813)
Loss from discontinued operation BRI EEEER (96,812) (134,129
Loss attributable to owners of the Company RRREENELEE (196,061) (326,942)
Non-controling interests FEER R
Loss from continuing operation S I SRR (25,432) (76,333)
Loss from discontinued operation BRIHEEEBER (6,522) (97,739)
Loss attributable to non-controlling interests IEIE S TR 1R (31,954) (174,072)
(228,015) (601,014)
Total comprehensive expense for THATEERFEZEBSAHE
the year attributable to:
Owners of the Company NRRHEE A (207,385) (301,029)
Non-controlling interests FEE AR (71,628) (164,397)
(279,013) (465,426)
Loss per share from continuing and BERCARLREER 2 BRER
discontinued operation 17
Basic (HK cents per share) EAR(EZHGEN)) (15.54) (26.92)
Diluted (HK cents per share) BE (BZREN) (15.54) (26.92)
Loss per share from continuing operation HEKEEXK o BRER
Basic (HK cents per share) B (BEN) (7.87) (15.87)
Diluted (HK cents per share) BSE (FAEN) (7.87) (15.87)
Loss per share from discontinued operation B #& - Q&% > SREE
Basic (HK cents per share) EAR(EZREN) (7.67) (11.05)
Diluted (HK cents per share) B (ZhEN)) (7.67) (11.05)
TECCFFERE XEERARAT 49




CONSOLIDATED STATEMENT OF FINANCIAL POSITION | BT
Y O ==Y 9
-0 <0 S

At 31 December 2022 RN-Z - —HF+-F=+—H

2022 2021
—EC-CF —E-—F
Notes HK$°000 HK$’000
Wiz FETT FET
Non-current assets FkRBEE
Property, plant and equipment ME - BE NERE 18 273,319 300,032
Right-of-use assets FRAEEE 19 78,045 97,346
Deposits paid for acquisition of property, ~ B E¥E - BEMREZDMHETE
plant and equipment 2,077 18,985
Investment properties WEYE 20 - 57,952
Goodwiill [EES 21 - 119,256
353,441 593,571
Current assets REBEE
Inventories VEX<Y 22 36,599 42178
Properties for sale under development BREDFEME 23 - 993,657
Trade and other receivables, deposits and  JEWE 5 8RN E {th FEURBE X
prepayments Fl® RIER IR 24 300,458 583,917
Financial assets at fair value through profit — IZA Y EEF AIBH 2 SR EE
or loss 104 54
Amount due from a non-controlling FEU— IR BB A B FEFE AR AR SR AR X
shareholder of a subsidiary 25 - 262,107
Restricted bank balances ZRRHIRITEERR 26 - 40,304
Bank and cash balances RITRIRS &R 26 6,252 12,643
343,413 1,934,860
Current liabilities REBAE
Trade and other payables ENE SRR L EMENIRR 27 278,468 336,690
Contract liabilities aRaE 28 5,342 1,002,240
Lease liabilities HEaE 19 4,152 7,886
Tax payable FE IR - 122,261
Borrowings BE 29 52,785 207,520
Amount due to the controlling shareholder — E 1< 122 B% 1% 53 BE 3¢ 30 545 41
341,292 1,676,638
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

~ \ o AEER
e RS AR R 3R | -
At 31 December 2022 W-ZT-—F+-A=+—H t - | |
2022 2021
—EC-CF —E-—F
Notes HK$’000 HK$'000
Wiz FETT FET
Net current assets REEEEE 2,121 258,222
Total assets less current liabilities EEAERAREBAR 355,562 851,793
Non-current liabilities kFRBEE
Lease liabilities MEBE 19 5,341 14,612
Deferred tax liabilities EEFIAAE 31 9,656 46,577
14,997 61,189
NET ASSETS EEFRE 340,565 790,604
Capital and reserves ERKEE
Share capital N 32 148,349 123,650
Reserves & 33(a) 380,427 640,939
Equity attributable to owners of R EEE AL IE
the Company 528,776 764,589
Non-controlling interests FEEAR (188,211) 26,015
TOTAL EQUITY TEREE 340,565 790,604

The consolidated financial statements on pages 48 to 132 were approved
and authorised for issue by the board of directors on 30 March 2023 and are

signed on its behalf by:

Tin Kong

8

Director

EF

— = —

=

Cheng Hung Mui

LIFAR

Director

EZE

ZEZFFERE

FASEEFINAZFREYHEEEHESTER
“EZACTHEMRRETE  YHT
NEEREREE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY | BT
GOBRBEE ==Y ?
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

Attributable to owners of the Company

ARTREARL
Share-  Foreign  Retained
Capital Asset based  currency  profits/ Non-
Share  redemption Share  revaluation Other ~ Capital  payment translation (accumulated controlling
capital reserve  premium feserve  reserve  reserve  reserve  reserve losses) Total interests Total
Wk
Bx G

Ba  EERE ROER GEEGERE  RAER  ERERE ARER i (BHER) g FERER 3t
HKS000  HKS000  HKSOO0  HKS000  HKSOO0  HKS000  HKS000  HKSOO0  HKS000  HKBOO0  HKS000  HKS000
FEr  FEn TR TR TR PR TR PR FET FET PR FEn

At January 2021 R-E--%-8-A 119,649 624 826,773 2,797 6,071 200) 6,250 (5,836) 72860 1,049.978 190412 1,240,390
Total comprehensive income/[expenses) TEERERN/
forthe year (F)i8E - - - - - - - B0 (%Y (01029 (164307 (465426)
Revaluation surplus released upon disposal (£ EWE « BER
o property, plant and equipment RERELD
EfiR% - - - (24618 - - - - 24618 - - -
Reversal of deferred tax abilty upon EfEREIED
release of revaluation surplus EfEEERR - - - 559 - - - - (5599) - - -
Issue of shares upon share placement ROREREARG 4,001 - 11,639 - - - - - - 15,640 - 15,640
Transfer from other reserve and capital HAEERANGEEAT
reserve o retained eamings REEH - - - - (6,071) 200 - - 5871 - - -
Lapse of share options BRERR - - - - - - (6,250) - 6,250 - - -
At 31 December 2021 RZE--F
TIAET-E 123,650 624 838,412 411 - - - 0017 (222946 764,589 26,015 790,604
At January 2022 RZE-—F-f-H 123,650 624 838,412 41m - - - 0017 (222946) 764,589 26,015 790,604
Total comprehensive income/{expenses) REE2ERN/
for the year (Fx)eg - - - 35,825 - - - (47,149)  (196,061)  (207,385) (11,628) (219,013
Revaluation surplus released upon HENE BRR
disposal of property, plant and equipment REEELE
El3t - - - [t - - - - 1 - - -
Reversal of deferned tax iabiity upon EREBRIED
release of revaluation surplus ERfEEERR - - - 4 - - - - - 4 3 7
Capital reduction of a non-wholly —HH2ENERAL
owned subsidiary BHlE - - - - - - - - - - (180908 (180908
Disposal of subsidiaries HENBLR - - - (159) - - - - 159 - (624) (624)
Deamed disposal of RlErEsihER
non-controling interests - - - - - - - 6,033 (44928 (38,895) 38,805 -
Isste of shares upon share placement RhRErBaRD 24,69 - (1421 - - - - - - 10427 - 10427
At 31 Decernber 2022 S
+2A+-R 148349 64 8UM0 4031 - - - [0 (365 5B (188211) 40565
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CONSOLIDATED STATEMENT OF CASH FLOWS

FABERER | A
For the year ended 31 December 2022 #HZE—T-——F+-_A=+—HILFE t [ ] Il
2022 2021
—EC-CF —E-—F
HK$’000 HK$’000
FET FET
(Re-presented)
(geE5)
Cash flows from operating activities RETH 2 RERE
Continuing Operation B E TS
Loss before tax BRELATES (124,681) (276,743)
Adjustments for: A TIBEEHFAZ -
Depreciation e 58,221 68,387
Depreciation of right-of-use assets CREEENE 6,218 6,407
Finance costs BE KA 6,771 7,936
Fair value changes on financial assets at BAHEFABR eREE L
fair value through profit or loss N EES) (50) 32
Gain on disposal of right-of-use assets HEFAREEE M= - (2,747)
Gain on disposal of subsidiaries HERB AR (25) -
Impairment loss on a joint venture GEbERERE - 10,180
Impairment of inventories FERE - 20,564
Impairment on trade receivables JEUE SRR ZBIE 1,435 38,784
Interest income FLEWA (232) (573)
(Reversal of impairment)/impairment H KBRS 2 CRERE) RE
on other receivables (2,409) 7,617
Loss on disposal of property, plant and LEDE  BEEREBZER
equipment 1,874 6,670
Loss on disposal of properties for sale HEFERPEFEYEZEIER
under development - 5,812
Written off of property, plant and equipment ME - WE NEE 2N 2,653 62,440
Written off of inventories FEME - 993
Operating cash flows before working capital LEECEHHZLERERE
changes (50,225) (44,241)
Change in contract liabilities AHBEES (25,672) 4,202
Change in inventories FTEEE) 574 (33,978)
Change in trade and other payables FE B SRR N E A fE N BR ZNES 23,129 (24,029)
Change in trade and other receivables, FEME 5 8RR I EL A FE MR BR X
deposits and prepayments & MIE N FRIBE E) 64,610 5,877
Cash generated from/(used in) operations "ERTS(FTA)EE 12,416 (92,169)
Interest received B U H 8 232 573
Tax paid BHHE (471) -
12,177 (91,596)
Discontinued operation ERIEREEE 21,321 66,141
Net cash generated from/(used in) KESEEE, (TR REEHE
operating activities 33,498 (25,455)

ZEZFFERE
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CONSOLIDATED STATEMENT OF CASH FLOWS

GERIMER

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

==\ h Al

2022 2021
—EC-CF —E-—F
HK$’000 HK$'000
FET FET
(Re-presented)
(ge=E=351)
Cash flows from investing activities RETEZHERE
Purchase of property, plant and equipment BAYE  BEMEHE (16,827) (4,915)
Deposits paid for acquisition of property, BEWE BERREBEZENGTZ
plant and equipment (3,113) (18,638)
Proceeds from disposal of right-of-use assets HEFREEE ZFSRIE - 31,882
Disposal of subsidiaries HEHEAF 1,394 -
(18,546) 8,329
Discontinued operation B S TS 189,562 13,767
Net cash generated from investing activities RETHE2HEFE 171,016 22,096
Cash flows from financing activities RETECRERE
Capital reduction of a non-wholly —E3EREW B A 78 E AERE
owned subsidiary (180,908) -
Repayment of other borrowings BEBRITER (32,215) -
Interest paid BERFE (5,594) (1,115)
Repayment to the controlling shareholder BB IEARAR R FRIR (2,053) (14,367)
Repayment of lease liabilities BEHERR (2,487) (2,661)
Lease interest paid BERNHEERE (1,177) (1,040)
Repayment from non-controlling shareholder KB E AR TR R A E R
of a subsidiary - 56,696
Advance from the controlling shareholder G AR B A EA R 3,061 14,339
Proceeds from issue of shares BITIR M 2 FrSRIA 10,427 15,640
(210,946) 67,492
Discontinued operation BRIEREER 21,824 (69,608)
Net cash used in financing activities REEEFTAZESFE (189,122) (2,116)
Net increase/(decrease) in cash and HERBESSEYEM R ) RE
cash equivalents 15,392 (5,475)
Cash and cash equivalents at beginning FZzRe MREEEY
of the year 12,643 15,109
Effect of changes in foreign exchange rate NEFE RS v o2 (21,783) 3,009
Cash and cash equivalents at end of year FRZEENESZEY 6,252 12,643
Analysis of cash and cash equivalents ReRASEEYIN
Bank and cash balances HRITRIRE 4R 6,252 12,643
Representing ARy
Continuing operation FHEICE TS 6,252 12,643
Discontinuing operation BRI TS - -
6,252 12,643
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS b
G BIISOE E MY | m

For the year ended 31 December 2022 #HZE—T-——F+-_A=+—HILFE l [ ]

GENERAL INFORMATION

The Company was incorporated in Bermuda as an exempted company
with limited liability. In the opinion of the directors of the Company (the
“Directors”), the Company’s controlling shareholder is Double Key
International Limited (the “Controlling Shareholder”), a company
incorporated in British Virgin Islands with limited liability. The address
of its registered office and principal place of business are Clarendon
House, 2 Church Street, Hamilton HM11, Bermuda and Room 401A,
Empire Centre, 68 Mody Road, Tsim Sha Tsui, Kowloon, Hong Kong
respectively. The Company’s shares are listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. During the year, the
Group discontinued its property development business, as well as the
cultural industry related business, including large-scale event production
and themed museums, and architectural design and engineering (the
“Property and Cultural Business”), and principally engaged in the
manufacturing and sale of lithium ion motive battery, lithium ion battery
module, battery charging devices, battery materials machines and
production lines, new energy solution and sale of relevant equipment,
investments holding and import and export trading (the “Lithium lon
Motive Battery Business”).

GOING CONCERN BASIS

The Group incurred a loss of HK$124,681,000 from continuing operation
for the year ended 31 December 2022. The cash and bank balance is
amounting to HK$6,252,000 as at 31 December 2022. 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. Therefore,
the Group may be unable to realise its assets and discharge its liabilities
in the normal course of business.

These consolidated financial statements have been prepared on a going
concern basis, the validity of which depends upon the financial support
of the controlling shareholder, at a level sufficient to finance the working
capital requirements of the Group. The controlling shareholder has
agreed to provide adequate funds for the Group to meet its liabilities
as they fall due. The directors are therefore of the opinion that it is
appropriate to prepare the consolidated financial statements on a going
concern basis. Should the Group be unable to continue as a going
concern, adjustments would have to be made to the consolidated
financial statements to adjust the value of the Group’s assets to their
recoverable amounts, to provide for any further liabilities which might
arise and to reclassify non-current assets and liabilities as current assets
and liabilities, respectively.

—REHR
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BRAR - AREIEE([EE])RAE - K
RNElZ R R AEEEBE AR AR ([
BERR])  ARERBEARRESEMAT
ZHEBAR c HFMP SRt T B
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BESe /) MH B b 38 68 5% 75 B R DV 401AE ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e AR B M

3.

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”)

In the current year, the Group has adopted all the new and revised Hong
Kong Financial Reporting Standards (“HKFRS”) issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA”) that are
relevant to its operations and effective for its accounting year beginning
on 1 January 2022. HKFRSs comprise Hong Kong Financial Reporting
Standards (“HKFRS”); Hong Kong Accounting Standards (“HKAS”);
and Interpretations. The adoption of these new and revised HKFRSs
did not result in significant changes to the Group’s accounting policies,
presentation of the Group’s financial statements and amounts reported
for the current year and prior years.

The Group has not applied the new HKFRSs that have been issued but
are not yet effective. The Group has already commenced an assessment
of the impact of these new HKFRSs but is not yet in a position to state
whether these new HKFRSs would have a material impact on its results
of operations and financial position.

(@) Adoption of new/revised HKFRSs - effective 1 January 2022

The following amendments to standards have been adopted by
the Group for the first time for the financial year beginning on 1
January 2022:

- HKFRS 3 — Amendments in relation to Reference to the
Conceptual Framework

- HKAS 16 — Amendments in relation to Proceeds before
Intended Use

- HKAS 37 — Amendments in relation to onerous Contracts —
Cost of Fulffiling a Contract

- HKFRS 1 — Subsidiary as a first-time adopter

- HKFRS 9 — Fees in the ‘10 per cent’ test for derecognition
of financial liabilities

- HKFRS 16 — Lease incentives

- HKAS 41 — Taxation in fair value measurements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS I

e B AR B BYEE

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

| |

3. APPLICATION OF NEW AND REVISED HONG 3. EHMFEIRKEBITIEBUMKERE
KONG FINANCIAL REPORTING STANDARDS B ([HFEMBEHREER ) (8F)
(“HKFRSs”) (Continued)

(b) New/revised HKFRSs that have been issued but not yet (b) EEMERERNHFT EIET
effective ERMBEHREER
The following new and revised amendments to HKFRSs have YT B M BREER L EIEET
been issued but are not effective for the financial year beginning KEEHEMG  ERAR T = —F—
on 1 January 2022, and have not been early adopted by the BA—BHRBENTBRFEEES - BAXRSE
Group. & AR HERTERAR o
Effective for annual
periods beginning
on or after
RUTHEHR 2%
BRI EERBEN
HKFRS 17 Insurance Contracts 1 January 2023
BB mEREREITIHR RERE 4 —E-=%—H—H
HKAS 1 Amendments in relation to Disclosure of Accounting 1 January 2023
Policies
BAGFTERIE15R BB ESTBERNERT —E-=%—H—H
HKAS 8 Amendments in relation to Definition of Accounting 1 January 2023
Estimates
BB g RIS g EEER] —Z=%—H—H
HKAS 12 Amendments in relation to Deferred Tax related 1 January 2023
to Assets and Liabilities arising from a Single
Transaction
B e ERIZE125% FRARBEE - HNEERBENEERIBOERT —E-=%—HA—H
HKFRS 16 Amendments in relation to Lease Liability 1 January 2024
in a Sale and Leaseback
BB E R E165% BRASEMERNEEEENER —ZEmE—HA—H
HKAS 1 Amendments in relation to Classification of Liabilities as 1 January 2024
Current or Non-current
EEEHERIE155R EARESERB B ED ENEE] —E-_mE—-A—H
HKAS 1 Amendments in relation to Non-current Liabilities with 1 January 2024
Conversants
EAGFERIE15R BRANERENIERB B ENIERT —ZEmHE—-H—H
HK-int 5 Amendments in relation to Amendments to HKAS 1 1 January 2024
BAREESR AT BT ERE 1RSI MIEL BEET —EZmE—H—H
HKFRS 10 and HKAS 28 Amendments in relation to Sale or Contribution of TBD
Assets between an Investor and its Associate or
Joint Venture
BB mEEFE105 & ERAREEHEBENRREE X HANEELE 53
HAGFHERIE285% ST EMERT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS | BT
O B SRR B ==Y ?
-0 <0 S

F.or.the year ended 31 December 2022 #HZE_-—ZT - —F+_HA=+—HItFE
" 4. SIGNIFICANT ACCOUNTING POLICIES 4. FESTTBEK

Statement of compliance

These consolidated financial statements have been prepared in
accordance with HKFRSs issued by HKICPA, and the applicable
disclosures required by the Rules Governing the Listing of Securities on
the Stock Exchange and by the Hong Kong Companies Ordinance.

These consolidated financial statements have been prepared under the
historical cost convention, except for property, plant and equipment and
certain financial instruments, which are measured at revalued amounts
or fair values, as explained in the accounting policies set out below.
These consolidated financial statements are presented in Hong Kong
dollars (“HK$”) and all values are rounded to the nearest thousand
except when otherwise indicated.

The preparation of consolidated financial statements in conformity
with HKFRSs requires the use of key assumptions and estimates. It
also requires management to exercise its judgments in the process of
applying the accounting policies. The areas involving critical judgments
and areas where assumptions and estimates are significant to these
consolidated financial statements are disclosed in Note 5 to the
consolidated financial statements.

The significant accounting policies applied in the preparation of these
consolidated financial statements are set out below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS i
e A AR B M RE

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Consolidation

The consolidated financial statements include the financial statements
of the Company and its subsidiaries made up to 31 December.
Subsidiaries are entities over which the Group has control. The Group
controls an entity when it is exposed, or has rights, to variable returns
from its involvement with the entity and has the ability to affect those
returns through its power over the entity. The Group has power over an
entity when the Group has existing rights that give it the current ability
to direct the relevant activities, i.e. activities that significantly affect the
entity’s returns.

When assessing control, the Group considers its potential voting rights as
well as potential voting rights held by other parties, to determine whether
it has control. A potential voting right is considered only if the holder has
the practical ability to exercise that right.

Subsidiaries are consolidated from the date on which control is
transferred to the Group. They are de-consolidated from the date the
control ceases.

The gain or loss on the disposal of a subsidiary that results in a loss
of control represents the difference between (i) the fair value of the
consideration of the sale plus the fair value of any investment retained
in that subsidiary and (ii) the Company’s share of the net assets of that
subsidiary plus any remaining goodwill relating to that subsidiary and any
related accumulated foreign currency translation reserve.

Intragroup transactions, balances and unrealised profits are eliminated.
Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. Accounting
policies of subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Non-controlling interests represent the equity in subsidiaries not
attributable, directly or indirectly, to the Company. Non-controlling
interests are presented in the consolidated statement of financial
position and consolidated statement of changes in equity within equity.
Non-controlling interests are presented in the consolidated statement of
profit or loss and other comprehensive income as an allocation of profit
or loss and total comprehensive income for the year between the non-
controlling shareholders and owners of the Company.

Profit or loss and each component of other comprehensive income are
attributed to the owners of the Company and to the non-controlling
shareholders even if this results in the non-controlling interests having a
deficit balance.
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4.

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Consolidation (Continued)

Changes in the Company’s ownership interest in a subsidiary that do
not result in a loss of control are accounted for as equity transactions
(i.e. transactions with owners in their capacity as owners). The carrying
amounts of the controlling and non-controlling interests are adjusted
to reflect the changes in their relative interests in the subsidiary. Any
difference between the amount by which the non-controlling interests
are adjusted and the fair value of the consideration paid or received
is recognised directly in equity and attributed to the owners of the
Company.

Business combination and goodwiill

The acquisition method is used to account for the acquisition of
a subsidiary in a business combination. The cost of acquisition is
measured at the acquisition-date fair value of the assets given, equity
instruments issued, liabilities incurred and contingent consideration.
Acquisition-related costs are recognised as expenses in the periods in
which the costs are incurred and the services are received. Identifiable
assets and liabilities of the subsidiary in the acquisition are measured at
their acquisition-date fair values.

The excess of the cost of acquisition over the Company’s share of
the net fair value of the subsidiary’s identifiable assets and liabilities is
recorded as goodwill. Any excess of the Company’s share of the net fair
value of the identifiable assets and liabilities over the cost of acquisition is
recognised in consolidated profit or loss as a gain on bargain purchase
which is attributed to the Company.

Goodwill is tested annually for impairment or more frequently if events or
changes in circumstances indicate that it might be impaired. Goodwill
is measured at cost less accumulated impairment losses. The method
of measuring impairment losses of goodwill is the same as that of other
assets as stated in the accounting policy below. Impairment losses
of goodwill are recognised in consolidated profit or loss and are not
subsequently reversed. Goodwill is allocated to cash-generating units
that are expected to benefit from the synergies of the acquisition for the
purpose of impairment testing.

The non-controlling interests in the subsidiary are initially measured at
the non-controlling shareholders’ proportionate share of the net fair value
of the subsidiary’s identifiable assets and liabilities at the acquisition
date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS A L
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Joint arrangements

A joint arrangement is an arrangement of which two or more parties have
joint control. Joint control is the contractually agreed sharing of control
of an arrangement, which exists only when decisions about the relevant
activities require the unanimous consent of the parties sharing control.
Relevant activities are activities that significantly affect the returns of
the arrangement. When assessing joint control, the Group considers
its potential voting rights as well as potential voting rights held by other
parties, to determine whether it has joint control. A potential voting right
is considered only if the holder has the practical ability to exercise that
right.

A joint arrangement is either a joint operation or a joint venture. A joint
operation is a joint arrangement whereby the parties that have joint
control of the arrangement have rights to the assets, and obligations
for the liabilities, relating to the arrangement. A joint venture is a
joint arrangement whereby the parties that have joint control of the
arrangement have rights to the net assets of the arrangement.

In relation to its interest in a joint operation, the Group recognises in
its consolidated financial statements, its assets, including its share of
any assets held jointly; its liabilities, including its share of any liabilities
incurred jointly; its revenue from the sale of its share of the output arising
from the joint operation; its share of the revenue from the sale of the
output by the joint operation; and its expenses, including its share of any
expenses incurred jointly, in accordance with the HKFRSs applicable to
the particular assets, liabilities, revenues and expenses.

Investment in a joint venture is accounted for in the consolidated
financial statements by the equity method and is initially recognised at
cost. Identifiable assets and liabilities of the joint venture in an acquisition
are measured at their fair values at the acquisition date. The excess of
the cost of acquisition over the Group’s share of the net fair value of the
joint venture’s identifiable assets and liabilities is recorded as goodwill.
The goodwill is included in the carrying amount of the investment and is
tested for impairment together with the investment at the end of each
reporting period when there is objective evidence that the investment
is impaired. Any excess of the Group’s share of the net fair value of the
identifiable assets and liabilities over the cost of acquisition is recognised
in consolidated profit or loss.
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e AR B M

4.

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Joint arrangements (Continued)

The Group’s share of a joint venture’s post-acquisition profits or losses
is recognised in consolidated profit or loss, and its share of the post-
acquisition movements in reserves is recognised in the consolidated
reserves. The cumulative post-acquisition movements are adjusted
against the carrying amount of the investment. When the Group’s share
of losses in a joint venture equals or exceeds its interest in the joint
venture, including any other unsecured receivables, the Group does
not recognise further losses, unless it has incurred obligations or made
payments on behalf of the joint venture. If the joint venture subsequently
reports profits, the Group resumes recognising its share of those
profits only after its share of the profits equals the share of losses not
recognised.

The gain or loss on the disposal of a joint venture that results in a loss
of joint control represents the difference between (i) the fair value of the
consideration of the sale plus the fair value of any investment retained
in that joint venture and (ii) the Group’s share of the net assets of that
joint venture plus any remaining goodwill relating to that joint venture
and any related accumulated foreign currency translation reserve. If an
investment in a joint venture becomes an investment in an associate, the
Group continues to apply the equity method and does not remeasure
the retained interest.

Unrealised profits on transactions between the Group and its joint
ventures are eliminated to the extent of the Group’s interests in the joint
ventures. Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred. Accounting
policies of joint ventures have been changed where necessary to ensure
consistency with the policies adopted by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS |y .
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currency translation

@

(b)

Functional and presentation currency

ltems included in the financial statements of each of the Group’s
entities are measured using the currency of the primary economic
environment in which the entity operates (the “functional
currency”). The consolidated financial statements are presented
in Hong Kong dollars, which is the Company’s functional and
presentation currency.

Transactions and balances in each entity’s financial statements

Transactions in foreign currencies are translated into the functional
currency on initial recognition using the exchange rates prevailing
on the transaction dates. Monetary assets and liabilities in foreign
currencies are translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this translation
policy are recognised in profit or loss.

Non-monetary items that are measured at fair values in foreign
currencies are translated using the exchange rates at the dates
when the fair values are determined.

When a gain or loss on a non-monetary item is recognised in other
comprehensive income, any exchange component of that gain or
loss is recognised in other comprehensive income. When a gain
or loss on a non-monetary item is recognised in profit or loss, any
exchange component of that gain or loss is recognised in profit or
loss.
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES

4. FEETHEER(E)

(Continued)
Foreign currency translation (Continued) SN E (4B)
(c)  Translation on consolidation ) HERARRE

The results and financial position of all the Group entities that have
a functional currency different from the Company’s presentation
currency are translated into the Company’s presentation currency
as follows:

- Assets and liabilities for each statement of financial position
presented are translated at the closing rate at the date of
that statement of financial position;

- Income and expenses are translated at average exchange
rates (unless this average is not a reasonable approximation
of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are
translated at the exchange rates on the transaction dates);
and

- All resulting exchange differences are recognised in the
foreign currency translation reserve.

On consolidation, exchange differences arising from the translation
of the net investment in foreign entities and of borrowings are
recognised in the foreign currency translation reserve. When
a foreign operation is sold, such exchange differences are
recognised in consolidated profit or loss as part of the gain or loss
on disposal.

Goodwill and fair value adjustments arising on the acquisition of
a foreign entity are treated as assets and liabilities of the foreign
entity and translated at the closing rate.

Property, plant and equipment

Buildings comprise mainly factories and offices. Property, plant and
equipment are carried at fair values, based on periodic valuations
by external independent valuers, less subsequent depreciation and
impairment losses. Any accumulated depreciation at the date of
revaluation is eliminated against the gross carrying amount of the asset
and the net amount is restated to the revalued amount of the asset.
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably. All other
repairs and maintenance are recognised in profit or loss during the
period in which they are incurred.

Revaluation increases of property, plant and equipment are recognised
in profit or loss to the extent that the increases reverse revaluation
decreases of the same asset previously recognised in profit or loss. All
other revaluation increases are credited to the asset revaluation reserve
as other comprehensive income. Revaluation decreases that offset
previous revaluation increases of the same asset remaining in the asset
revaluation reserve are charged against the asset revaluation reserve as
other comprehensive income. All other decreases are recognised in profit
or loss. On the subsequent sale or retirement of a revalued property,
plant and equipment, the attributable revaluation increases remaining in
the asset revaluation reserve is transferred directly to retained profits.

Depreciation of property, plant and equipment is calculated at rates
sufficient to write off their revalued amounts less their residual values
over the estimated useful lives on a straight-line basis. The principal
annual rates are as follows:

Buildings Over the shorter of the term of the lease or
25 years

Leasehold improvements Over the shorter of the term of the lease or
25 years

Plant and Machinery 4%-33%

Office equipment 20%

Motor vehicles 20%

The residual values, useful lives and depreciation method are reviewed
and adjusted, if appropriate, at the end of each reporting period.

Construction in progress represents buildings under construction and
plant and machinery pending installation, and is stated at cost less
impairment losses. Depreciation begins when the relevant assets are
available for use.

The gain or loss on disposal of property, plant and equipment is the
difference between the net sales proceeds and the carrying amount of
the relevant asset, and is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investment properties

Investment properties are land and/or building held to earn rentals and/
or for capital appreciation. An investment property is measured initially at
its cost including all direct costs attributable to the property.

After initial recognition, the investment property is stated at its fair
value based on valuation by an external independent valuer. Gains or
losses arising from changes in fair value of the investment property are
recognised in profit or loss for the period in which they arise.

The gain or loss on disposal of an investment property is the difference
between the net sales proceeds and the carrying amount of the
property, and is recognised in profit or loss.

Leases
The Group as Lessee

Leases are recognised as right-of-use assets and corresponding lease
liabilities when the leased assets are available for use by the Group.
Right-of-use assets are stated at cost less accumulated depreciation
and impairment losses. Depreciation of right-of-use assets is calculated
at rates to write off their cost over the shorter of the asset’s useful life
and the lease term on a straight-line basis. The principal annual rates are
as follows:

Buildings Over the lease term of 3 — 9 years
Land Over the lease term of 50 years

Right-of-use assets are measured at cost comprising the amount of
the initial measurement of the lease liabilities, lease payments prepaid,
initial direct costs and the restoration costs. Lease liabilities include the
net present value of the lease payments discounted using the interest
rate implicit in the lease if that rate can be determined, or otherwise the
Group’s incremental borrowing rate. Each lease payment is allocated
between the liability and finance cost. The finance cost is charged to
profit or loss over the lease term so as to produce a constant periodic
rate of interest on the remaining balance of the lease liability.

Payments associated with short-term leases and leases of low-value
assets are recognised as expenses in profit or loss on a straight-line
basis over the lease terms. Short-term leases are leases with an initial
lease term of 12 months or less. Low-value assets are assets of value
below HK$39,000 (equivalent to approximately US$5,000).
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For the year ended 31 December 2022 #HZE—T-——F+-_A=+—HILFE t - I'_. “
SIGNIFICANT ACCOUNTING POLICIES FESBER(E)
(Continued)
Leases (Continued) HE(E)
The Group as lessor AEEERHEEY
Leases that do not substantially transfer to the lessees all the risks and BEMBREZEKE D E K K& BRIk

rewards of ownership of assets are accounted for as operating leases.
Rental income from operating leases is recognised on a straight-line
basis over the term of the relevant lease.

Properties for sale under development

Properties for sale under development are stated at the lower of cost
and net realisable value. Costs include acquisition costs, prepaid land
lease payments, construction costs, borrowing costs capitalised and
other direct costs attributable to such properties. Net realisable value is
determined by reference to sale proceeds received after the reporting
period less selling expenses, or by estimates based on prevailing market
condition. On completion, the properties are reclassified to properties
held for sale at the then carrying amount.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost
is determined using the weighted average basis. The cost of finished
goods and work in progress comprises raw materials, direct labour
and an appropriate proportion of all production overhead expenditure,
and where appropriate, subcontracting charges. Net realisable value is
the estimated selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs necessary to
make the sale.

Recognition and derecognition of financial instruments

Financial assets and financial liabilities are recognised in the statement
of financial position when the Group becomes a party to the contractual
provisions of the instruments.

Financial assets are derecognised when the contractual rights to receive
cash flows from the assets expire; the Group transfers substantially
all the risks and rewards of ownership of the assets; or the Group
neither transfers nor retains substantially all the risks and rewards of
ownership of the assets but has not retained control on the assets.
On derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration received
and the cumulative gain or loss that had been recognised in other
comprehensive income is recognised in profit or loss.
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Recognition and derecognition of financial instruments
(Continued)

Financial liabilities are derecognised when the obligation specified in the
relevant contract is discharged, cancelled or expired. The difference
between the carrying amount of the financial liability derecognised and
the consideration paid is recognised in profit or loss.

Financial assets

Financial assets are recognised and derecognised on a trade date
basis where the purchase or sale of an asset is under a contract whose
terms require delivery of the asset within the timeframe established by
the market concerned, and are initially recognised at fair value, plus
directly attributable transaction costs except in the case of investments
at fair value through profit or loss. Transaction costs directly attributable
to the acquisition of investments at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets of the Group are classified under the following
categories:

(@)  Financial assets at amortised cost

Financial assets (including trade and other receivables) are
classified under this category if they satisfy both of the following
conditions:

- the assets are held within a business model whose objective
is to hold assets in order to collect contractual cash flows;
and

- the contractual terms of the assets give rise on specified
dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

They are subsequently measured at amortised cost using the
effective interest method less loss allowance for expected credit
losses.

68 Tesson Holdings Limited Annual Report 2022

=0 @l ? ==
FESTTEER(E)
BRARK RIS A(E)

HRBREHZFEREERER - DU
2 AR B ESRR LR - RILHE
RZEBABZRABEEENKEZZR
RIBEARERR ©

TREE

HWAREEDRBEOREBEXHE
MEKNEIAREARTSEERRAR
Y- RleREERRSBEEER LKL
R WFRAFERZMERETRS
PRAFER, - A FEFABRZRER
Sh o WRER AP EMABGR ZREERRE
SR SR AEIR FE TR o

AEBzEREETINER

@ KEHEAITEZLHEE

HEREE(BREEESFARE
i, FE YR IR ) 75 & LA T (644 BB At

INKE -
4R

- EBENEREBRRRBEENEK
MENREREZEBRAR
B R

— BEZAOERFEHENEFTEA
HELMREAXNAS R
AEMB2RERE °

HEEERAREABERN SRR EH
RARBEREEERZBEREET

=
E°



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS I
e B AR B BYEE

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

4. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Financial assets (Continued)
(b)  Investments at fair value through profit or loss

Financial assets are classified under this category if they do
not meet the conditions to be measured at amortised cost and
the conditions of debt investments at fair value through other
comprehensive income unless the Group designates an equity
investment that is not held for trading as at fair value through other
comprehensive income on initial recognition.

Investments at fair value through profit or loss are subsequently
measured at fair value with any gains or losses arising from
changes in fair values recognised in profit or loss. The fair value
gains or losses recognised in profit or loss are net of any interest
income and dividend income. Interest income and dividend income
are recognised in profit or loss.

Loss allowances for expected credit losses

The Group recognises loss allowances for expected credit losses
on financial assets at amortised cost. Expected credit losses are the
weighted average of credit losses with the respective risks of a default
occurring as the weights.

At the end of each reporting period, the Group measures the loss
allowance for a financial instrument at an amount equal to the expected
credit losses that result from all possible default events over the
expected life of that financial instrument (“lifetime expected credit
losses”) for trade receivables, contract assets and lease receivables, or
if the credit risk on that financial instrument has increased significantly
since initial recognition.

If, at the end of the reporting period, the credit risk on a financial
instrument (other than trade receivables and contract assets) has not
increased significantly since initial recognition, the Group measures the
loss allowance for that financial instrument at an amount equal to the
portion of lifetime expected credit losses that represents the expected
credit losses that result from default events on that financial instrument
that are possible within 12 months after the reporting period.

The amount of expected credit losses or reversal to adjust the loss
allowance at the end of the reporting period to the required amount is
recognised in profit or loss as an impairment gain or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e AR B M

4.

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash
equivalents represent cash at bank and on hand, demand deposits
with banks and other financial institutions, and short-term highly liquid
investments which are readily convertible into known amounts of cash
and subject to an insignificant risk of change in value. Bank overdrafts
which are repayable on demand and form an integral part of the Group’s
cash management are also included as a component of cash and cash
equivalents.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according to
the substance of the contractual arrangements entered into and the
definitions of a financial liability and an equity instrument under HKFRSs.
An equity instrument is any contract that evidences a residual interest in
the assets of the Group after deducting all of its liabilities. The accounting
policies adopted for specific financial liabilities and equity instruments are
set out below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS I
e B AR B BYEE

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs
incurred, and subsequently measured at amortised cost using the
effective interest method.

Borrowings are classified as current liabilities unless the Group has
an unconditional right to defer settlement of the liability for at least 12
months after the end of the reporting period.

Trade and other payables

Trade and other payables are stated initially at their fair value and
subsequently measured at amortised cost using the effective interest
method unless the effect of discounting would be immaterial, in which
case they are stated at cost.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds
received, net of direct issue costs.

Revenue from contracts with customers

Revenue is measured based on the consideration specified in a contract
with a customer with reference to the customary business practices and
excludes amounts collected on behalf of third parties. For a contract
where the period between the payment by the customer and the transfer
of the promised product or service exceeds one year, the consideration is
adjusted for the effect of a significant financing component.

The Group recognises revenue when it satisfies a performance obligation
by transferring control over a product or service to a customer.
Depending on the terms of a contract and the laws that apply to that
contract, a performance obligation can be satisfied over time or at a
point in time. A performance obligation is satisfied over time if:

- the customer simultaneously receives and consumes the benefits
provided by the Group’s performance;

- the Group’s performance creates or enhances an asset that the
customer controls as the asset is created or enhanced; or

- the Group’s performance does not create an asset with an
alternative use to the Group and the Group has an enforceable
right to payment for performance completed to date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e AR B M

4.

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue from contracts with customers (Continued)

If a performance obligation is satisfied over time, revenue is recognised
by reference to the progress towards complete satisfaction of that
performance obligation. Otherwise, revenue is recognised at a point in
time when the customer obtains control of the product or service.

Other revenue
Interest income is recognised using the effective interest method.

Dividend income is recognised when the shareholders’ rights to receive
payment are established.

Rental income is recognised on a straight-line basis over the lease term.
Employee benefits
(@  Employee leave entitlements

Employee entitlements to annual leave and long service leave are
recognised when they accrue to employees. A provision is made
for the estimated liability for annual leave and long service leave as
a result of services rendered by employees up to the at the end of
the reporting period.

Employee entitlements to sick leave and maternity leave are not
recognised until the time of leave.

(b)  Pension obligations

The Group contributes to defined contribution retirement schemes
which are available to all employees. Contributions to the schemes
by the Group and employees are calculated as a percentage of
employees’ basic salaries. The retirement benefit scheme cost
charged in profit or loss represents contributions payable by the
Group to the funds.

(c)  Termination benefits

Termination benefits are recognised at the earlier of the dates
when the Group can no longer withdraw the offer of those benefits
and when the Group recognises restructuring costs and involves
the payment of termination benefits.

72 Tesson Holdings Limited Annual Report 2022

== LAl

TEETBER(E)

EFEHBA (&)

i /B 40 B (EBERS FEERK - WA Z ZK X

BHEEZEEZER -

BRI AR E P E

SEE an el BRAS 2 P IR RERR

HAbg A

M EBWARBER R AMER

e B B BR UK R R R S P RERR ©

HEWAREHAABARERER -

BEREF

@)

®)

©

EREZHZRA

EBEERFAZEFBRERMRGEIE
EBEERZERER - SLEEREER
EMRIEPIREREMEZEE ZFR
KRR R (A5 B EF &
e

BEZH BB REBRRKRESRT
ﬁﬁ %/1‘,\ ©

Bk AE

AEERMEREH A28 FREH
FORKET B R - AEEEER
HEF B2 W IR EEAFH E2E
TEDLAE - RIBEANGR ZRIK
BAGEI BRI EASERENES L
R -

FREF

BOR BN AEE T ERER T%E
BA - AR AN BRER S K S A B
RENHEAKAME P ERF A HE

e



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS A L
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Share-based payments

The Group issues equity-settled share-based payments to certain
directors and employees.

Equity-settled share-based payments to directors and employees are
measured at the fair value (excluding the effect of non market-based
vesting conditions) of the equity instruments at the date of grant. The
fair value determined at the grant date of the equity-settled share-based
payments is expensed on a straight-line basis over the vesting period,
based on the Group’s estimate of shares that will eventually vest and
adjusted for the effect of non market-based vesting conditions.

Equity-settled share-based payments to consultants are measured at
the fair value of the services rendered or if the fair value of the services
rendered cannot be reliably measured, at the fair value of the equity
instruments granted. The fair value is measured at the date the Group
receives the services and is recognised as an expense.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take
a substantial period of time to get ready for their intended use or sale,
are capitalised as part of the cost of those assets, until such time as the
assets are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

To the extent that funds are borrowed generally and used for the
purpose of obtaining a qualifying asset, the amount of borrowing costs
eligible for capitalisation is determined by applying a capitalisation rate
to the expenditures on that asset. The capitalisation rate is the weighted
average of the borrowing costs applicable to the borrowings of the
Group that are outstanding during the period, other than borrowings
made specifically for the purpose of obtaining a qualifying asset.

All other borrowing costs are recognised in profit or loss in the period in
which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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4.

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Government grants

A government grant is recognised when there is reasonable assurance
that the Group will comply with the conditions attaching to it and that the
grant will be received.

Government grants that become receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related costs
are recognised in profit or loss in the period in which they become
receivable.

Research and development expenses

Expenditure on research activities is recognised as an expense in the
period in which it is incurred. An internally generated intangible asset
arising from the Group’s development activities is recognised only if all of
the following conditions are met:

(@) An asset is created that can be identified;

(b) It is probable that the asset created will generate future economic
benefits; and

(c)  The development cost of the asset can be measured reliably.

Internally generated intangible assets are stated at cost less accumulated
amortisation and impairment losses. Amortisation is calculated on a
straight-line basis over their estimated useful lives. Where no internally
generated intangible asset can be recognised, development expenditure
is recognised in profit or loss in the period in which it is incurred.

Taxation
Income tax represents the sum of the current tax and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable
profit differs from profit recognised in profit or loss because it excludes
items of income or expense that are taxable or deductible in other years
and it further excludes items that are never taxable or deductible. The
Group’s liability for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of the reporting
period.
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AR E M |

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

Deferred tax is recognised on differences between the carrying amounts
of assets and liabilities in the financial statements and the corresponding
tax bases used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which deductible temporary
differences, unused tax losses or unused tax credits can be utilised.
Such assets and liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences
arising on investments in subsidiaries and associates except where the
Group is able to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable
future.

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all or part
of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in
the period when the liability is settled or the asset is realised, based on
tax rates that have been enacted or substantively enacted by the end of
the reporting period. Deferred tax is recognised in profit or loss, except
when it relates to items recognised in other comprehensive income or
directly in equity, in which case the deferred tax is also recognised in
other comprehensive income or directly in equity.

The measurement of deferred tax assets and liabilities reflects the tax
consequences that would follow from the manner in which the Group
expects, at the end of the reporting period, to recover or settle the
carrying amount of its assets and liabilities.
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e AR B M

4.

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

For the purposes of measuring deferred tax for investment properties
that are measured using the fair value model, the carrying amounts of
such properties are presumed to be recovered through sale, unless
the presumption is rebutted. The presumption is rebutted when the
investment property is depreciable and is held within a business model
of the Group whose business objective is to consume substantially all of
the economic benefits embodied in the investment property over time,
rather than through sale. If the presumption is rebutted, deferred tax
for such investment properties are measured based on the expected
manner as to how the properties will be recovered.

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax liabilities
and when they relate to income taxes levied by the same taxation
authority and the Group intends to settle its current tax assets and
liabilities on a net basis.

PRC land appreciation tax (“LAT”)

LAT is levied at progressive rates ranging from 30% to 60% on the
appreciation of land value, being the proceeds from sales of properties
less deductible expenditures including land costs, borrowing costs,
business taxes and all property development expenditures. LAT is
recognised as an income tax expense. LAT paid is a deductible expense
for PRC enterprise income tax purposes.

Related parties

A related party is a person or entity that is related to the Group.

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

(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(i) is a member of the key management personnel of the
Company or of a parent of the Company.
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e B AR B BYEE

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Related parties (Continued)

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

M

(i)

(i)

(v)

(vi)

(vii)

(viil)

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

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

Both entities are joint ventures of the same third party.

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

The entity is a post-employment benefit plan for the benefit
of employees of either the Group or an entity related to the
Group. If the Group is itself such a plan, the sponsoring
employers are also related to the Group.

The entity is controlled or jointly controlled by a person
identified in (a).

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

The entity, or any member of a group of which it is a part,
provides key management personnel services to the
Company or to a parent of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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4.

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Segment reporting

Operating segments and the amounts of each segment item reported
in the financial statements are identified from the financial information
provided regularly to the Group’s most senior executive management for
the purpose of allocating resources and assessing the performance of
the Group’s various lines of business.

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

Impairment of assets

Intangible assets that have an indefinite useful life or not yet available
for use are reviewed annually for impairment and are reviewed for
impairment whenever events or changes in circumstances indicate the
carrying amount may not be recoverable.

At the end of each reporting period, the Group reviews the carrying
amounts of its tangible and other intangible assets except goodwill,
investment properties, investment, inventories and receivables, to
determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of any
impairment loss. Where it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs of disposal and
value in use. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the
risks specific to the asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS I
e B AR B BYEE

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of assets (Continued)

If the recoverable amount of an asset or cash-generating unit is
estimated to be less than its carrying amount, the carrying amount of
the asset or cash-generating unit is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or loss, unless
the relevant asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of
the asset or cash-generating unit is increased to the revised estimate of
its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined (net
of amortisation or depreciation) had no impairment loss been recognised
for the asset or cash-generating unit in prior years. A reversal of an
impairment loss is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which case the reversal
of the impairment loss is treated as a revaluation increase.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount
when the Group has a present legal or constructive obligation arising
as a result of a past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a reliable estimate
can be made. Where the time value of money is material, provisions are
stated at the present value of the expenditures expected to settle the
obligation.

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation is
disclosed as a contingent liability, unless the probability of outflow is
remote. Possible obligations, whose existence will only be confirmed
by the occurrence or non-occurrence of one or more future events are
also disclosed as contingent liabilities unless the probability of outflow is
remote.

Events after the reporting period

Events after the reporting period that provide additional information
about the Group’s position at the end of the reporting period or those
that indicate the going concern assumption is not appropriate are
adjusting events and are reflected in the financial statements. Events
after the reporting period that are not adjusting events are disclosed in
the notes to the financial statements when material.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B % AR B AL

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

" 5. CRITICAL JUDGEMENTS AND KEY ESTIMATES
Critical judgements in applying accounting policies

In the process of applying the accounting policies, the Directors have
made the following judgements that have the most significant effect on
the amounts recognised in the consolidated financial statements.

(@  Going concern basis

These consolidated financial statements have been prepared on
a going concern basis, the validity of which depends upon the
financial support of the controlling shareholder at a level sufficient
to finance the working capital requirements of the Group. Details
are explained in note 2 to consolidated financial statements.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of
estimation uncertainty at the end of the reporting period, that have a
significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are discussed
below.

(@  Property, plant and equipment and depreciation

The Group determines the estimated useful lives, residual values
and related depreciation charges for the Group’s property, plant
and equipment. This estimate is based on the historical experience
of the actual useful lives and residual values of property, plant and
equipment of similar nature and functions. The Group will revise
the depreciation charge where useful lives and residual values are
different to those previously estimated, or it will write-off or write-
down technically obsolete or non-strategic assets that have been
abandoned or sold.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS B —
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For the year ended 31 December 2022 #HZE—T-——F+-_A=+—HILFE t - I:;

5. CRITICAL JUDGEMENTS AND KEY ESTIMATES 5. BARHEREEMRFT(E)
(Continued)

Key sources of estimation uncertainty (Continued) HET TRBEE 2 EERIR(E)

(b)  Impairment of property, plant and equipment b)  YFE - BERRERE
Property, plant and equipment are reviewed for impairment EEHNIBERAEE  BEAEEMNER
whenever events or changes in circumstances indicate that the BERAETWOeEE - BeEHY
carrying amount of the assets exceeds its recoverable amount. ¥ BERREHREER - ATiEl
The recoverable amount is determined with reference to the fair SHBERNFEBLERAR R
value less costs of disposal and present value of estimated future KRS MEMRBEMETE © WAFE
cash flows. Where the fair value less costs of disposal and future MHEEKRAREAKRIB S RE L NTEE
cash flows are less than expected or there are unfavourable events SETHNEGREEEBFRENL &
and change in facts and circumstance which result in revision of BUEET AT ER & KA AR R b 5T
fair value less costs of disposal and future estimate cash flows, a RWenE Qe BB EANBEE
material impairment loss may arise. o

() Impairment loss for bad and doubtful debts () RELFEEE
The Group makes impairment loss for bad and doubtful debts AEE 7 RIZRBEEBIIRIE L E
based on assessments of the recoverability of the trade and other W B 5 BR 3k K H 4t 8 W AR 3k AT Uk (Bl 14
receivables, including the current creditworthiness and the past ZEEMER  BRENEEAZE
collection history of each debtor. Impairments arise where events B2 NAE Wk - REBEEAFAR
or changes in circumstances indicate that the balances may not FREAN] RE AN D 2 EHIE R EH)
be collectible. The identification of bad and doubtful debts requires TE2LHEFE REEZHEAIEE(E
the use of judgement and estimates. Where the actual result is HHETAEET o WERERE RIRIR
different from the original estimate, such difference will impact the Wihst - RS2 5N FiliEstE
carrying value of the trade and other receivables and doubtful debt HEsr FEFERNE SRANE
expenses in the year in which such estimate has been changed. b FEUL AR A R RER I 2 BRTEI(E ©

(d)  Net realisable value of inventories (@) FEZIJZEFE
Net realisable value of inventories is the estimated selling price in FEZ N EIEEERN —RERBIZ
the ordinary course of business, less estimated costs of completion T &S BRI ET TR AN B 8 & 5
and selling expense. These estimates are based on the current TR2ZEE  ZEMENIREBEERIT
market condition and the historical experience of manufacturing MANAEENEERUMEER 2B
and selling products of similar nature. It could change significantly FEBRIEH - EPmARKRBFERIE
as a result of changes in customer taste and competitor actions HERIGTEBBMERTH 2 E8)n]
in response to severe industry cycles. The Group will reassess the RES T EIFEREETERNED - AE
estimates by the end of each reporting period. BN REBREFTEAMELZ

(EE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B % AR B AL

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

6. FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks: foreign
currency risk, credit risk, liquidity risk and interest rate risk. The Group’s
overall risk management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse effects on the
Group’s financial performance.

(a) Foreign currency risk

The Group has minimal exposure to foreign currency risk as most
of its business transactions, assets and liabilities are principally
denominated in the functional currencies of the Group entities of
HK$ and Renminbi (“RMB”). The Group currently does not have
a foreign currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group will monitor its
foreign currency exposure closely and will consider hedging
significant foreign currency exposure should the need arise.

(b) Creditrisk

The Group’s maximum exposure to credit risk in the event that
counterparties fail to perform their obligations at 31 December
2022 in relation to each class of recognised financial assets is the
carrying amounts of those assets as stated in the consolidated
statement of financial position. The Group’s credit risk is primarily
attributable to its trade receivables. In order to minimise credit
risk, the directors have delegated a team to be responsible for the
determination of credit limits, credit approvals and other monitoring
procedures. In addition, the directors review the recoverable
amount of each individual trade debt regularly to ensure that
adequate impairment losses are recognised for irrecoverable
debts. In this regard, the directors consider that the Group’s credit
risk is significantly reduced.

At the end of the reporting period, the Group had certain
concentration of credit risk as approximately 29% (2021: 11%)
and 60% (2021: 38%) of the Group’s trade receivables were due
from the Group’s largest customer and the five largest customers,
respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS |
e A AR B M RE

For the year ended 31 December 2022 #HZE—T-——F+-_A=+—HILFE t [ ] !_
6. FINANCIAL RISK MANAGEMENT (Continued) 6. BEEMRERE(E)
(b) Credit risk (Continued) (b) EERME(E)

The Group considers whether there has been a significant increase
in credit risk of financial assets on an ongoing basis throughout
each reporting period by comparing the risk of a default occurring
as at the reporting date with the risk of default as at the date of
initial recognition. It considers available reasonable and supportive
forwarding-looking information. Especially the following information
is used;

- internal credit rating;

- actual or expected significant adverse changes in business,
financial or economic conditions that are expected to cause
a significant change to the borrower’s ability to meet its
obligation; and

- significant changes in the expected performance and
behavior of the borrower, including changes in the payment
status of borrowers.

The Group uses two categories for non-trade receivables
which reflect their credit risk and how the loan loss provision is
determined for each of the categories. In calculating the expected
credit loss rates, the Group considers historical loss rates for each
category and adjusts for forward looking data.

AEEHRSHEERTERARNE
MR B R B 2 B ORKR
NeHEEREEZEERREGNE
WE PRI EEENREN - AEH
HERABAERBRIE R ZATHE
HER - LEEATIIEHR
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~ EHERERARTEEE
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EERR T EEREREAT
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REEEAMEER IR HRKE
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BEEE  AREZESERINGE
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Category Definition Loss provision
=Wl EH EREE
Performing Low risk of default and strong capacity to pay 12-month expected losses
B4 REDRR RETHEE + 1 A FEERE 1B

Non-performing

JEBHY

Significant increase in credit risk
B8 RREEZE LM

Lifetime expected losses
K ATEEAE B
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B % AR B AL

For the year ended 31 December 2022 &

" 6. FINANCIAL RISK MANAGEMENT (Continued)

(c) Liquidity risk

2T

F+-A=+—HILFE

The Group’s policy is to regularly monitor current and expected
liquidity requirements to ensure that it maintains sufficient reserves
of cash to meet its liquidity requirements in the short and longer

term.

The maturity analysis of the Group’s financial liabilities is as follows:

== LAl

B Rk SR ()

(c) RBELEAR
AEEZHKRTEHAERB A RTEH
ZRBEESFK - HMERAEE L
FEmReFENENEEHEEIEERR
R REEeH K -

AEBZ eRBEIHOMET

Carrying
amounts Total contractual undiscounted cash flow
EHE ENREBRERELE
Lessthan  Between1  Between2 Over
Total iyear and2years and5years 5years
b - -FE@ME WERLE RENE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET FET
31 December 2022 “Z--F+-A=1-H
Trade and other payables ERESERREMENRR 278,468 278,468 278,468 - - -
Borrowings - 52,785 57,008 57,008 - - -
Amount due to the Controlling [ENERREER
Shareholder 545 545 545 - - -
Lease liabilities HERRE 9,493 10,326 4,684 4,040 1,602 -
341,291 346,347 340,705 4,040 1,602 -
31 December 2021 —E--E+-A=1-A
Trade and other payables ERESEFREMENRR 336,690 336,690 336,690 - - -
Borrowings EE 207,520 218,167 218,167 - - -
Amount due to the Controling BN RIREEH
Shareholder 4 4 4 - - -
Lease liabilties HEEE 22,498 25,080 9,199 7,046 8,835 -
566,749 579,978 564,097 7,046 8,835 -

(d) Interest rate risk

As the Group has no significant interest-bearing assets and
liabilities, the Group’s operating cash flows are substantially
independent of changes in market interest rates. The Group’s

borrowings bear interests at fixed interest rates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e AR B MR

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

6. FINANCIAL RISK MANAGEMENT (Continued)

(e) Fair values
The carrying amounts of the Group’s financial assets and financial
liabilities as reflected in the consolidated statement of financial
position approximate their respective fair values.

() Financial instruments by category

The carrying amounts of each of the category of the Group’s
financial instruments at the end of the year are as follows:

B S [ B B 2R (48)

(e) A¥E
REFE IR R R 2 AN & E ¢ B
BEMEHBEZROEHEZAR
FERE -

(h RERESsz2EWMIA

REXR AEESESRMTAZER
ER NN

2022 2021
—EC-CF —E-—F
HK$’000 HK$'000
FET FET
Financial assets SREE
Investments at fair value through profit or BRAFEGFABRZESE
loss:
Designated as such upon initial LRI IEE
recognition 104 54
Financial assets at amortised cost BN AR 2 S REE
(including cash and cash equivalents) (BIERESMREEED) 287,224 819,883
Financial liabilities TRIAE
Financial liabilities at amortised cost REENATRZ CRBE 331,798 544,251

FAIR VALUE MEASUREMENTS

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date. The following disclosures of fair value
measurements use a fair value hierarchy that categorises into three
levels the inputs to valuation techniques used to measure fair value:

Level 1 inputs: quoted prices (unadjusted) in active markets for identical
assets or liabilities that the Group can access at the measurement date.

Level 2 inputs: inputs other than quoted prices included within level 1
that are observable for the asset or liability, either directly or indirectly.

Level 3 inputs: unobservable inputs for the asset or liability.
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

7. FAIR VALUE MEASUREMENTS (Continued) 7. DFETE(E)

The Group’s policy is to recognise transfers into and transfers out of any AEBZBEERSIRER 2 SHRBER
of the three levels as of the date of the event or change in circumstances FrB4d 7 BRERTMN=ZEASH 28 A
that caused the transfer. @ o
(a) Disclosures of level in fair value hierarchy: (@) ATFERBEREE
2022
—E-—F
Fair value measurements using:
AV EFTEHRA
Level 1 Level 2 Level 3 Total
E-ERK FIER FZER HmEt

HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET

Recurring fair value measurements RHEMNLEHE

Financial assets at fair value BATERABR SR
through profit or loss BE
Listed securities in Hong Kong B EES 104 - - 104
Property, plant and equipment ME - BE NG - - 273,319 273,319
2021
—E -
Fair value measurements using:
AFEEHA -
Level 1 Level 2 Level 3 Total
F—FH FIEL EFZER et

HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET

Recurring fair value measurements RHEMNFEHE
Financial assets at fair value through WA EABRZZ SR/

profit or loss BE
Listed securities in Hong Kong EF ETES 54 - - 54
Investment properties "EME - - 57,952 57,952
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—

7. FAIR VALUE MEASUREMENTS (Continued) 7. DFETE(E)

(b) Reconciliation of investment properties measured at

fair value based on level 3:

(b)

EREZSREQAFEHFEZR

BYREK

Investment properties

REYE
2022 2021
—EC-CF —E-—F
HK$°000 HK$’000
FET FET
At 1 January w—H—H 57,952 29,526
Transfer from properties for sale under BEREERPSEDE
development - 13,843
Disposal of subsidiaries (Note 34(b)(i) HEME R R (HEE34(b)1) (52,177) -
Fair value loss on investment propertiest® WEYE N TEEEY - 13,191
Currency realignment B (5,775) 1,392
At 31 December Nt+=—A=+—8H - 57,952
# Include gains or losses for assets held at ~ ® BN EHRFENEER
end of reporting period AEs - 13,191
The total gain or losses recognised in profit or loss including those RIERFERANBEZEE(BIERR

for assets held at end of reporting period are presented in fair
value gain on investment properties in the statement of profit or

loss.
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

" 7. FAIR VALUE MEASUREMENTS (Continued)

(b) Reconciliation of investment properties measured at

(c)

fair value based on level 3: (Continued)

== LAl

DNVPEFE(E)

(b)

EREZSREQAFEHFEZR
BYREEK (&)

Property,

plant and

equipment

ME--BER

B3]

2022

—EB-—F

HK$’000

FET

At 1 January W—A—H 300,032
Addition NE 16,849

Total gains or losses recognised in other REM BN ETERAIEZEBE

comprehensive income 48,227
Disposal k= (1,874)
Disposal of subsidiaries (Note 34(b)(i) HEW B AR (H2234(b)1) (2,846)
Written-off i (2,653)
Depreciation e (58,540)
Currency realignment B R (25,876)
At 31 December Rt+t-—BA=+—H 273,319

The total gains or losses recognised in other comprehensive
income are presented in surplus arising on revaluation of property,
plant and equipment in the statement of profit or loss and other
comprehensive income.

Disclosure of valuation process used by the Group
and valuation techniques and inputs used in fair value
measurements at 31 December 2022:

The Group’s finance team is responsible for the fair value
measurements of assets and liabilities required for financial
reporting purposes, including level 3 fair value measurements. The
finance team reports directly to the Directors for these fair value
measurements. Discussions of valuation processes and results are
held between the finance team and the Directors at least twice a
year.

For level 3 fair value measurements, the Group will normally
engage external valuation experts with the recognised professional
qualifications and recent experience to perform the valuations.
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

7. FAIR VALUE MEASUREMENTS (Continued)

(c)

Disclosure of valuation process used by the Group
and valuation techniques and inputs used in fair value

measurements at 31 December 2022: (Continued)

7. NVEREGE)

() BER=B==fF+=g=+-
A 85 I R AR 2 f R R 1
EHBRAVENRFREZH
AR ()

Effect on fair
Unobservable value for increase Fair value
Description inputs Range of inputs 2022
EYILTPN ¢4 S
B L EE PN ¢ #E ATEZEE ZAVE
HK$°000
FE
Plant and machinery, motor ~ Direct comparison Market value for similar assets  RMB1,200 - RMB209,000  Increase
vehicles, office equipment BUAEZME AR#1,2002 810
and leasehold improvement  replacement cost AR %209,0007
BERES  BH PAER ERENRERNES
BREENERE 273,319
Effect on fair
Unobservable value for increase Fair value
Description inputs Range of inputs 2021
yILYN 68 i S
ik TABRHARE i REZTE ZRTHE
HK$'000
FET
Investment properties Income approach Term yield 3.8% Increase
RENE BHERE #m
Reversion yield 4.3%
EHRORE
Adopted market rent RMB24.7 - RMB58.4
EsEnie ik per sq.m. per month
GAGTIRARE24.TT
EARE5847T 57,952
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

8. REVENUE 8. W=

The Group’s revenue was derived from lithium ion motive battery AREBRAFEZWFZFEEC SHEEETH
products sold and internet sales during the year (2021: The Group’s NEMERRIBBEEE( T -_—F
revenue was derived from lithium ion motive battery products sold, AREBZNFRECDSER I3 NEME
property development and cultural service rendered) during the year. oh o~ WIEEEE NFTIREAUERE) - B
Disaggregation of revenue from contracts with customers is set out as BHZWEMAMHWT - PREFER - &
below. For both years, all revenue generated by the Group were derived EEELAHBERALKRETREITRAES
from the PRC and recognised at a point in time when the customers TEGE SRS 2 5 HI R A i R B RR o

obtain control of the goods or services.

2022 2021
—EC-CF —E-—F
HK$’000 HK$’000
FET FET
Lithium ion motive battery products SEBEFE) N EME M 93,791 157,691
Property development and cultural service MR MU IR 7,809 11,455
Internet sales HIG4EEE 608 2,148
102,208 171,294

Representing DR A
Continuing operation SIEIC R RS 94,399 159,839
Discontinued operation (Note 14) BRI EETE (M iF14) 7,809 11,455
102,208 171,294
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For the year ended 31 December 2022 #HZE—T-——F+-_A=+—HILFE i e |
8. REVENUE (Continued) 8. W=(&)
Disaggregation of revenue from contracts with customers and major REBFPEHRSHETBEER ZWEMAY
products of the segments are as follows: N
Discontinued
Continuing operation operation
B2&LE
FELSEER ResEk
Lithium lon Property
Motive Internet and
Battery Sales Cultural
Business Business Total Business Total
BETHH EHR MER
EMER HEEK @t XL @5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FHET FET FET
2022 —BCCF
Major products/service TEER/ B
Batteries Eul 93,791 - 93,791 - 93,791
Properties S - - - 393 393
Provision of event production service RAEESEERTE - - - 7,416 7,416
Internet sales HHEHE - 608 608 - 608
93,791 608 94,399 7,809 102,208
2021 —E-—fF
Major products/service TZER/ R
Batteries it 157,691 - 157,691 - 157,691
Properties mE - - - 536 536
Provision of event production service TR RS EERRA - - - 10,919 10,919
Internet sales OHEHE - 2,148 2,148 - 2,148
157,691 2,148 159,839 11,455 171,294
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

" 8. REVENUE (Continued) 8. U (&)

Sales of Batteries

The Group manufactures and sells batteries to the customers. Sales are
recognised when control of the products has transferred, being when
the products are delivered to a customer, there is no unfulfilled obligation
that could affect the customer’s acceptance of the products and the
customer has obtained legal titles to the products.

Sales to customers are normally made with credit terms of 30 to 60
days. For non state-owned enterprise or those without guarantee
provided, deposits or cash on delivery may be required. Deposits
received are recognised as contract liability.

A receivable is recognised when the products are delivered to
the customers as this is the point in time that the consideration is
unconditional because only the passage of time is required before the
payment is due.

Development and sales of properties

The Group develops and sells properties to the customers. Sales of a
contract are recognised when control of the property has transferred,
being when the customer obtains the physical possession or the legal
title of the completed property and the Group has present right to
payment and the collection of the consideration is probable.

Provision of event production service

The Group provides event production service to the customers.
When the progress towards complete satisfaction of the performance
obligations of a contract can be measured reasonably, revenue from the
contract and the contract costs are recognised.

The customers pay the contract prices to the Group according to the
payment schedules as stipulated in the contracts. If the service rendered
by the Group exceeds the payments, a contract asset is recognised.
If the payments exceed the service rendered, a contract liability is
recognised.
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For the year ended 31 December 2022 HE—ZT-——F+-A=+—HAItFE ' [ ] H
9. OTHER INCOME 9. HA
2022 2021
—E-CF —E-—F
HK$°000 HK$’000
FETT FET
Government grants BT Bh 306 4,725
Gain on disposal of scrap products SRR = 1,565 3,469
Gain on disposal of right-of-use assets HEFAEEERR - 2,747
Fire insurance claim income for the written-off #5405 « M= LR EH
property, plant and equipments NSURBREE U 5,577 -
Gain on disposal of a subsidiary (Note 34(b)(ii) &M B aUkzs (B72234(b)i) 25 -
Rental income el A 1,006 1,179
Gain on exchange difference b 5= R e - 1,225
Others Hih 665 2,518
9,144 15,863
Representing saRllvs
Continuing operation FEEET 7,994 11,467
Discontinued operation (Note 14) BRI R (K7t 14) 1,150 4,396
9,144 15,863
10. SEGMENT INFORMATION 10. P EPER
The Group’s reportable segments are strategic business units that offer REFB A 2HOPAREMIBERZE
different products. They are managed separately because each business B TR c AR B EKBUEENE
unit requires different technology and marketing strategies. During the Bk mEHERE A28 0E
current year, the Group’s revenue was derived from the Lithium lon HEYEIE - RARFEE - NEBZIWHER
Motive Battery Business and internet sales business. In the prior year, BT N EBL O EEEXE
the Group’s revenue was derived from the lithium ion motive battery BeoMNE—FE AEBZKRREIEEE
business, internet sales business, and property and cultural business, FTIHNEMEBNEBBEEEARDER
the discontinued operation. AL (B AR IR E TS ) -
Segment profits or losses do not include unallocated corporate income DECHEAN BRI B IEAS AR EI A
and expenses. Segment assets do not include unallocated corporate EEY - DHEBELTBIERADIDESR
assets. Segment liabilities do not include unallocated corporate liabilities. Eo B ET TEEANRAERE -

TECCFFERE KEERARAT 93



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

& RIS BR B [ == |
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10. SEGMENT INFORMATION (Continued) 10. P EER (&)
Information about profit or loss, assets and liabilities of the reportable ERAEWRyBRFNER  EEREE
segments: AR
Discontinued
Continuing operation operation
BAILE
Lithium lon Property
Motive Internet and
Battery Sales Cultural
Business Business Total Business Total
HEEFEH HHE MER
NS HEEK @t LR @t

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

Year ended 31 December 2022 BZE-_E-_—"&#+_A

=t-HLEEE
Revenue from external customers INERE P U 93,791 608 94,399 7,809 102,208
Segment loss NEER (93,331) (3,462) (96,793) (103,334) (200,127)
Depreciation e 57,563 65 57,628 319 57,947
Depreciation of right-of-use assets %}ﬂ% BERE 4,992 474 5,466 2,064 7,530
Additions to segment non-current assets  ARE DR EE 22,402 - 22,402 303 22,705
At 31 December 2022 RZEZZ§+ZH

=t+-H
Segment assets NipEE 687,009 4,385 691,394 - 691,394
Segment liabilities NEBE 254,818 2,779 257,597 - 257,597
Year ended 31 December 2021 HE-E-_-F¥+ZA

:'l' - E' JJZEFE
Revenue from external customers IR PR 157,691 2,148 159,839 11,455 171,294
Segment loss AEEE (291,134) (1,936) (293,070) (193,611) (486,681)
Depreciation e 67,610 19 67,629 932 68,561
Depreciation of right-of-use assets FREBERE 5,398 205 5,603 2,999 8,602
Additions to segment non-current assets  AE DR EE 7,007 - 7,007 18,550 25,557
At 31 December 2021 R-E--%+ZA

=1+-H
Segment assets NHEE 577,941 15,474 593,415 1,932,279 2,525,694
Segment liabilities AEEE 280,858 7,294 288,152 1,319,713 1,607,865
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For the year ended 31 December 2022 #HZE—T-——F+-_A=+—HILFE l e !
10. SEGMENT INFORMATION (Continued) 10. P EER (&)
Reconciliations of reportable segment revenue, profit or loss, assets and AIEWmo W  RAEEE BEMEA
liabilities: EHER
2022 2021
—EC-C_F —E-—F
HK$°000 HK$’000
FETT FET
Revenue g
Total revenue of reportable segments A 25W o Fh A 102,208 171,294
Reclassification of discontinued operation ENDBERI S ER (7,809) (11,455)
Consolidated revenue from continuing REGIRFBEEEEG G AW
operation for the year 94,399 159,839
Profit or loss RFIREE
Total loss of reportable segments A 2o EEEE (200,127) (486,681)
Corporate and unallocated (loss)/profit ERASE(EE),HH) (27,888) 23,924
Reclassification of discontinued operation E D BE RIS ER 103,334 193,611
Consolidated loss from continuing operation 74 [E 15 B K& #5543 S 18
for the year (124,681) (269,146)
Assets BE
Total assets of reportable segments A 2w REE 691,394 2,525,694
Corporate and unallocated assets rERADEEE 5,460 2,737
Consolidated total assets TEBEE 696,854 2528,431
Liabilities &f&
Total liabilities of reportable segments A 2RO EEaE 257,597 1,607,865
Corporate and unallocated liabilities TERASEERE 98,692 129,962
Consolidated total liabilities CAEaE 356,289 1,737,827
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

10. SEGMENT INFORMATION (Continued) 10. P EER (&)

Geographical information

All revenue generated by the Group were derived from the PRC.

No customer individually contributed over 10% of total revenue of the

Group for both years.

In presenting the geographical information, revenue is based on the

UWEE10%BA |

== LAl

AEBE 2 FrEKRETIRE PR -

RREFER  TEREFEBHARER

REF R ERE - WaRiRE P AEi

location of the customers. At the end of the year, the non-current assets Do RER - NEBIIERE)E E A H B4R
of the Group were located as follows: T
2022 2021
—EC-CF —E-—F
HK$’000 HK$'000
FET FET
Non-current assets FREBEE
Hong Kong B 1,424 1,179
The PRC Fh 352,017 592,392
353,441 593,571
11. FINANCE COSTS 11. BE KA
2022 2021
—g2-= —E-—F
HK$°000 HK$’000
FET FET
Interest expenses on borrowings BERN SR 10,814 20,346
Interest expenses on bills SEMNEME - 96
Lease interests HERE 1,177 1,727
Interest expenses on deposit received BEETeFEMAZ - 1,019
11,991 23,188
Less: Interest capitalisation J A BB (4,824) (13,546)
7,167 9,642
Representing pallly=
Continuing operation FRBISEETS 6,771 7,936
Discontinued operation (Note 14) BRI EETE (T iF14) 396 1,706
7,167 9,642
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12. INCOME TAX EXPENSES/(CREDIT) 12. FIBHEYX (ER)
2022 2021
—EC-CF —E-—F
HK$’000 HK$’000
FET FET
PRC Enterprise Income Tax for the year REZHRHPEMSH 4 4
Deferred tax (Note 31) RIEFRIA(f13231) - (36,779)
4 (36,775)
Representing paRllys
Continuing operation FEICE T - (7,597)
Discontinued operation (Note 14) B IEREETE (M iE14) 4 (29,178)
4 (36,775)

No provision for Hong Kong profits tax was required since the Group
has no assessable profit in Hong Kong for the years presented.

According to the Law of the PRC on Enterprise Income Tax, all group
companies operating in the PRC are subject to the applicable tax rate
of 25%, except for certain subsidiaries that are qualified for the tax
benefit of being the National High-tech Enterprise, that are entitled to a
preferential tax rate of 15% during the reporting years.

The reconciliation between the income tax and the loss before tax is as

MR A K BN 25 FEEEE W EERK
A BB ENGH LB -

BIBFPBIDERERE - RPRREEAR
BEBEARIBERERTERB5%HMMTLIE -
HEETHBRARKEEREZERR SR
MEEIMBEESR  IRBEFEZXE
B E15% °

PRSI BRI A B R 2 $IRRAN T

follows:
2022 2021
—E-CHF —E-—F
HK$’000 HK$’000
FETT FET
(Re-presented)
(ES))
Loss before tax FrEERTES 1B (124,681) (276,743
Notional tax on loss before tax calculated at the 3ZHhBATE TR R atE 2 B FiR]

PRC statutory rate Bz B&EIE (31,170) (69,186)
Tax effect of non-taxable income BAZRRKRA ZRETE (50) (180)
Tax effect of non-deductible expenses TAHIHAST o BT E 211 262
Tax effect of tax losses not recognised AIERTRIBEE RS E 22,717 47,388
Effect of different tax rates in other tax Bl iR NRRE R

jurisdictions and tax concessions RIBR R 2 & 8,292 14,119
Income tax credit for the year FRAEHER - (7,597)
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13. LOSS FOR THE YEAR 13. XFEHE

Continuing operation BELSEXK
(@) The Group’s loss for the year from continuing operation is stated (a) AEEFELLEKZAFEEHER
after charging/(crediting) the following: R/ GTA) TESBRIIIR -
2022 2021
—EC-CF —E-—F
HK$°000 HK$’000
FET FET
Auditor’s remuneration ZE AN & 1,000 1,180
Cost of inventories sold BEFERA 86,383 148,413
Depreciation e 58,221 68,387
Depreciation of right-of-use asset FREEENE 6,218 6,407
Gain on disposal of right-of-use asset HEFREEE WG - (2,747)
Loss on disposal of property, plant and HEYE  BENKEZEIE
equipment 1,874 6,670
Research and development expenses I R FAERT 20,586 13,906
Staff costs (including directors’ B TR
remuneration (Note 15)): (BRIEESME (H7F15)) -
Salaries, bonus and allowances ol - 425 KEAL 33,788 42,749
Retirement benefits EORAEF 3,825 3,057
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13. LOSS FOR THE YEAR (Continued)

Continuing operation (Continued)

(b)

Note:

13. AFEFHEE)

FRESEER (R

(Reversal of impairment loss)/impairment loss and written-off on b)) BEKEEHZEEE (RE/BE
various assets of continuing operation: R, RERE R -
2022 2021
—EC-CF —E-—F
HK$’000 HK$'000
FET FET
(Reversal of impairment loss)/ ZEEE REBERE), HEES
impairment loss on various assets B
Impairment of inventories (Note) GFEZREHE) - 20,564
Impairment loss on a joint venture ¥ REEE - 10,180
Impairment loss on trade receivables FEUNE S8R 2 RE RS 1,435 38,784
(Reversal of impairment loss)/impairment HihEWBET 2
loss on other receivables CR{ERIERER),REEIE (2,409) 7,617
(974) 77,145
Written-off on various assets ZIEEE 2 isH
Written off of inventories (Note) FEZMsEHE) - 993
Written off of property, plant and Y% - BRE MR 2 EE (i aE)
equipment (Note) 2,653 62,440
2,653 63,433

In late June 2021, there was a fire accident happened in one of the Kzt -
workshops in the Group’s Phase | production base in Weinan, Shaanxi.
Hopefully, there were no casualties. In the accident, certain production
equipment amounting to approximately HK$62,440,000 and inventories (i.e.
batteries) amounting to approximately HK$993,000 were totally destroyed.
Other battery products amounting to approximately HK$20,564,000
were suffered to less severe level of damages due to blackening or water

damage.

RZBEZ—FRNATE  AEBEARK
mEEz—H4AEEN  Eh—@E@H
RIBENK  FTEEABT - BHFH
62,440,000 B TR EB D £ E & B KL
993,000 T F & (RIE M) 2 5F1E K -
#920,564,0007 7T 89 H i %5t 2 o K /E R
SRR BB TR E 2 1B -
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

13. LOSS FOR THE YEAR (Continued) 13. REEEE(E)

Discontinued operation BARIEREER
(@)  The Group’s loss for the year from discontinued operation is stated @@ AEEERIGEERZAFEEIE
after charging the followings: RHBRT5)EBERIR -
2022 2021
—EC-CF —E-—F
HK$’000 HK$’000
FET FET
Cost of inventories sold BEFEERA 5,872 8,167
Depreciation e 319 932
Depreciation of right-of-use assets FHREEENE 2,153 2,987
Provision of litigation issue FAEEEE - 6,254
Loss on disposal of properties for HEERPFEYEZEIE
sale under development - 5,812
Staff costs (including director’s BTKA
remuneration (Note 15)): (BREEEME (HE15))
Salaries, bonus and allowances FEN - 2 R 11,575 22,795
Retirement benefits RKAEAF 965 1,664
(o)  Impairment loss on various assets of discontinued operation: b) BRIELEEKZZBEEERER
=
2022 2021
—EC_F —E-—F
HK$’000 HK$’000
FETT FET
Impairment loss on various assets ZIEEEZREREE
Impairment on the properties for HEFRPHFEMEZRE
sale under development - 130,084
Impairment on the goodwill R EE - 106,855
Impairment loss on trade receivables FEUNE 5 IRR 2 RE RS - 1,726

- 238,665
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14. DISCONTINUED OPERATION 14. CRIEREXER

FANHTFE34(0)() 7l - REBEEKIEEYE
RXAEER - ER LR EXBZAFER

As detailed in Note 34(b)(i), the Group discontinued its Property and
culture Business. Loss for the year from discontinued operations is

analysed as follows:

BAWET

2022 2021
—E-CF T
HK$’000 HK$’000
FET FET
Loss from discontinued operation B IEREEKEE (14,620) (231,868)
Loss on disposal of discontinued operation HE B AR AR & S I8
(Note 34(b)(i)) (H1a£34(b)3)) (88,714) -
(103,334) (231,868)
The results and cash flows of the discontinued operation for the years HE_Z22-_—_Fk-_F=-_—F+=A

ended 31 December 2022 and 2021 were detailed as follows:

=T-HIEFE BREEEXRBREN

ReREFHWOT -
2022 2021
—EC-CF —E-—F
HK$°000 HK$’000
FET FET
Revenue Wz 7,809 11,455
Cost of goods sold SHE KA (5,872) (8,167)
Gross profit EA 1,937 3,288
Interest income WISLON 100 191
Other income HAapg A 1,150 4,396
Distribution and selling expenses DI MHE R (2,875) (6,449)
Administrative expenses THAX (14,532) (35,292)
Impairment loss on various assets ZIBEE RERE - (238,665)
Fair value gain on investment properties WEWHE 2 AT ERE - 13,191
Loss from operations KRR (14,220) (259,340)
Loss on disposal of subsidiaries HEM B ARG  EE (88,714) -
Loss from operations e EIa (102,934) (259,340)
Finance costs BRhE AN (396) (1,706)
Loss before tax PRI RTEE (103,330) (261,046)
Income tax (expense)/credit TSR (Fx), 1% 4 29,178
Loss for the year KREEEE (103,334) (231,868)
Operating cash flows KWLM E 21,321 66,141
Investing cash flows KEBRESRE 189,562 13,767
Financing cash flows MEREN=E 21,824 (69,608)
Total cash flows ReMELTE 232,707 10,300
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

14. DISCONTINUED OPERATION (Continued)

For the purpose of presenting discontinued operation, the comparative
consolidated statement of profit or loss and other comprehensive
income and the related notes have been re-presented as if the operation
discontinued during the year had been discontinued at the beginning of
the comparative period.

== LAl

4. ERLERERK(HE)

REJNCRIELEEBME A LBEE
BakHEMEEKRaRRARMNEEEE
5 MRAAFE R IEEERBEL RS
PR AR LR — 1 -

15. DIRECTORS’ AND FIVE HIGHEST PAID 15. EERAVESFALZHME
INDIVIDUALS’ EMOLUMENTS
The emoluments of each Director were as follows: BEZZHE0T
Retirement
Salaries benefits
and other scheme
Fees benefits  contributions Total
E230 )54 RINER
ne Hib & TR @t
HK$’000 HK$’000 HK$’000 HK$°000
FET FET FE FE
Executive Directors HITES
Ms. Cheng Hung Mui Bzt 180 1,218 18 1,416
Mr. Tin Kong AL 180 914 18 1,112
Mr. Chan Wei BRELE 180 993 18 1,191
Ms. Liu Liu A+ 180 1,020 - 1,200
Independent Non-Executive Directors BIFHITES
Dr. Ng Ka Wing RREHEL 180 - - 180
Mr. Wang Jinlin FTamisk 180 - - 180
Mr. See Tak Weah MEELE 180 - - 180
Total for the year ended 31 December 2022  HZ2—-ZT_-—
TZA=+-RLEFEEH 1,260 4,145 54 5,459
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15. DIRECTORS’ AND FIVE HIGHEST PAID 15. EERANVESFALZHME

INDIVIDUALS’ EMOLUMENTS (Continued)

(%)

Retirement
Salaries benefits
and other scheme
Fees benefits contributions Total
H K BRINER
itk HiEH SRR &5t
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Executive Directors HITES
Ms. Cheng Hung Mui Bt 180 1,218 18 1,416
Mr. Tin Kong A LE 180 914 18 1,112
Mr. Chan Wei BELER=Z=—F
(appointed on 28 July 2021) TAZTN\BEZR) 7 993 18 1,088
Ms. Liu Liu AL (R=B=—F
(appointed on 28 July 2021) TAZTN\BEZT) 77 436 - 513
Mr. Chen Dekun FiEmE e (N2 —F
(retired on 25 June 2021) NAZtHRERE) 88 467 - 555
Mr. Sheng Siguang Ratat(RZE=—F
(retired on 25 June 2021) NAZTRARE) 88 875 - 963
Independent Non-Executive Directors BIFHTES
Dr. Ng Ka Wing RRKEL 180 - - 180
Mr. Wang Jinlin Temist 180 - - 180
Mr. See Tak Wah M R A 180 - - 180
Total for the year ended BHE-Z-—F
31 December 2021 +ZA=T—BLEEES: 1,230 4,903 54 6,187

The five highest paid employees during the year included four (2021:
four) directors, details of whose remuneration are set out in information
above. Details of the remuneration of the remaining one (2021: one) non-
director, highest paid employees for the year are as follows:

RAFEANGSHEERENA(ZF
—F I ER)EE AMEFBEN L
MER - RERBTI—R(ZF—F : —
RIFEERFREZMEFELT

2022 2021

—EC-CF —E-—F

HK$’000 HK$’000

FET FEIT

Salaries and other benefits B R E b E R 1,000 1,200

TE- CFEFERE
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

DIRECTORS’ AND FIVE HIGHEST PAID
INDIVIDUALS’ EMOLUMENTS (Continued)

The number of non-directors, highest paid employees whose
remuneration fell within the following bands is as follows:

15.

::@;@J111P'____
%%&ﬁﬁm%ﬁkiZ%ﬁ

MeN Ty BEzEFEERHEE Y
HEWT :

Number of employees

EE#E
2022 2021
—E-= —ET—F
Emolument band i & #5 E
HKSnil = HK$1,000,000 =T — 1,000,000/ 7T 1 -
HK$1,000,001 — HK$1,500,000 1,000,001 7T — 1,500,000/ 7T - 1

During the years ended 31 December 2022 and 2021, no emoluments
were paid by the Group to the five highest paid individuals, including
directors, as an inducement to join the Group or as compensation for
loss of office other than those disclosed above. In addition, during the
years ended 31 December 2022 and 2021, no directors waived any
emoluments.

The Group provides retirement benefits in accordance with the relevant
laws and regulations in the place where the staff is employed. The Group
participates in the Mandatory Provident Fund retirement benefit scheme
for its employees located in Hong Kong, under which contributions are
made based on a percentage of the employee’s basic salary according
to the rules of the scheme. Forfeited contributions may not be used to
reduce the existing level of contributions.

DIVIDENDS

The Directors do not recommend the payment of any dividend for the
year ended 31 December 2022 (2021: Nil).

LOSS PER SHARE

(@) From continuing and discontinued operation

Basic loss per share

The calculation of basic loss per share attributable to owners of
the Company is based on the loss for the year of approximately
HK$196,061,000 (2021:HK$326,942,000) attributable to
owners of the Company and the weighted average number of
1,261,5631,347 (2021: 1,214,571,508) ordinary shares in issue
during the year.
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

17. LOSS PER SHARE (Continued)

(a)

(b)

(c)

From continuing and discontinued operation
(Continued)

Diluted loss per share

No diluted loss per share is presented as the Company did not
have any dilutive potential ordinary shares during the two years
ended 31 December 2022 and 2021.

From continuing operation
Basic loss per share

The calculation of basic loss per share from continuing operation
is based on the loss attributable to owners of the Company of
approximately HK$99,249,000 (2021: HK$192,813,000). The
denominator used is the same as that detailed above for basic loss
per share.

Diluted loss per share

No diluted loss per share is presented as the Company did not
have any dilutive potential ordinary shares during the two years
ended 31 December 2022 and 2021.

From discontinued operation
Basic loss per share

The calculation of basic loss per share from discontinued operation
is based on the loss attributable to owners of the Company of
approximately HK$96,812,000 (2021: HK$134,129,000). The
denominator used is the same as that detailed above for basic loss
per share.

Diluted loss per share
No diluted loss per share is presented as the Company did not

have any dilutive potential ordinary shares during the two years
ended 31 December 2022 and 2021.
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20 -0

F.Qr.the year ended 31 December 2022 #HZE—-ZT - —44+_H EJr*EIu:_EF;*
18. PROPERTY, PLANT AND EQUIPMENT 18. W¥ - MEKRE

Leasehold  Plantand Motor Office  Construction
Buildings improvements  machinery vehicles  equipment in progress Total
BEnx
BF &6 HERKE B BATRE  ARIR @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT FAT AT AT AT &7 A
Cost or valuation HAZE
At 1 January 2021 RZE--F-F-H 571419 49817 329,803 4,863 4,49 1,838 488,236
Qurrency realignment Lk 1021 1832 10,700 o1 157 230 15,031
Addtions hE 108 84 2,679 4 500 1,627 5,042
Disposals & - (697) (6,388) - (10 - (7,095)
Witten-off = (68,548) - (18,109) (32 (19 - (71,708)
Transfers it - 12,291 (244) - 134 (12,181) -
At 31 December 2021 and 1 January 2022 RIEZ-F+ZA=T-8k
“§--%#-f-H - 63327 323441 4,966 5258 32,514 429,506
Currency realignment BNRR - (4,39) (23,660) (224) (359 (2,994) (31,633
Addtions hE - 1336 991 494 115 13913 16,849
Disposals & - - (261) (806) (555) - (3972
Disposal of subsidiaries (Note 34(b) LERBL A s4t) - - (3,249 (1,154 (1,339 - (5,740)
Witten-off fis - (4339 (1,687) (189 (625) - (6,840)
Adjustment arising on revaluation REffEE HE - (13803 (10694 (2,447) (1,659) - (1485
At 31 December 2022 RZE-ZE+ZfA=1-H - 42,125 186,284 640 837 43433 213,319
Accumulated depreciation and impairment ZHTERHE
At1 January 2021 WZEZ-F-F-H 4,003 9,62 49,846 1,828 1458 - 66,760
Currency realignment RHEE I 466 2433 49 69 - 3088
Charge for the year ERRY 2,087 9,837 54,464 1546 143 - 69,319
Disposals & - (210) (213 - 4 - (425)
Witten off s (6,111) - (3,129) (14) (14) - (9,269)
31 December 2021 and 1 January 2022 RIEZ-5+-A=1-Bk
“T-"%-f-H - 19,718 103,401 3,409 2,946 - 129474
Qurrency realignment CLEk - (1,019 4,397) (131) (210) - (5,757)
Charge for the year ERFR - 10613 46,374 905 648 - 58,540
Disposals e - - (1,052) (772) (274) - (2,098)
Witten off e - (3,437) (339) (156) (256) - 4,187)
Disposal of subsiciaris (Note 34(b) HEMBLAAH 4t)) - - (1,190 (72) (1,132 - (2,894)
Eliminated on revaluation Eiarggs - (05875 (142,798 (2,689) (1,722 - (173078)
At 31 December 2022 R_E_"F+-A=1-A - - - - - - -
Carrying amounts EEE@
31 December 2022 R_E-FTZAZ1-A - 42,125 186,284 640 837 43433 213,319
At 31 December 2021 B -Ft_A=1-H - 48609 220040 1557 2312 0514 300032
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For the year ended 31 December 2022 #HZE—T-——F+-_A=+—HILFE t [ ] !_1
18. PROPERTY, PLANT AND EQUIPMENT 18. Y% - MERRE(E)
(Continued)
At 31 December 2022, the Group’s property, plant and equipment of R-ZE-_—_F+-_A=+—H AEBZ
HK$12,047,000 were pledged to secure the acquisition of investment in ME - B N&ERE12,047,0007% T B EIR
an associate (Note 39). FABRUEE RN — B & AR IRE (T
39) e
Had all the categories of the Group’s property, plant and equipment, HWAREE SEYE  WELRRE(EEL
other than construction in progress, been carried at cost less FEBRON) THIRA AR RET T E SRR - A9
accumulated depreciation, the carrying values of property, plant and ¥ WMEMREEATYIEREEER :
equipment would have been stated as follows:
2022 2021
—ECCE “E--fF
Accumulated Accumulated
depreciation depreciation
and Carrying and Carrying
Cost  impairment amounts Cost  imparment amounts
ZitiE 2iiE
A& KA FEE KA WRE FRE

HK$'000  HKS000  HK$000  HKSO000  HKS000  HK'000
FET FET FET T TAT TAT

Leasshold improvements HENMELEE 51,109 28,348 22,761 47,589 22,191 25,398
Plant and machinery B 392,030 249,191 142,839 422,245 209,794 212,451
Motor vehicles B 7,316 6,748 568 9,19 8,517 678
Office equipment BRERE 5,262 4,338 924 8,024 5,862 2,162

455,717 288,625 167,092 487,053 246,364 240,689
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

| 19. LEASES AND RIGHT-OF-USE ASSETS 19. HERFERAEEE

Disclosures of lease-related items: WEAEREER
2022 2021
—EC-CF T —F
HK$°000 HK$000
FET FET
At 31 December: W+t=—BA=+—8:
Right-of-use assets EREEE
- Land — i 70,414 77,967
— Building —1&F 7,631 19,379
78,045 97,346

The maturity analysis, based on undiscounted ERKRURIBEMENTEE
cash flows, of the Group’s lease liabilities is as HEABNIEE ST ¢

follows:
Within one year —F R 4,684 9,199
In the second year FE_F 4,040 7,046
In the third to fifth years, inclusive F-FEFERAF(BREEMT) 1,602 8,835
10,326 25,080
Year ended 31 December: BE+-A=+—HLEFE:
Depreciation charge of right-of-use assets FREESENITERS
- Land — i 1,706 1,934
— Building —EF 6,665 7,460
8,371 9,394
Total cash outflow for leases HEMRES R R 3,664 4,687
Additions to right-of-use assets RNEEREEE 1,504 8,412
Lease interests MEFE 1,177 1,727
The Group leases various buildings and land. Lease agreements REBHELHEFR LI - HEHZER
are typically made for fixed periods of 3 to 9 years. Lease terms are B EHRBE ASEIF - MEKNIILE
negotiated on an individual basis and contain a wide range of different PIEIEEITER - BB TRMNGERK
terms and conditions. The lease agreements do not impose any B - HEHBRLEEINEMRE - M
covenants and the leased assets may not be used as security for EEETSRERERENER -

borrowing purposes.
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For the year ended 31 December 2022 #HZE—T-——F+-_A=+—HILFE t [ ] !_1
19. LEASES AND RIGHT-OF-USE ASSETS 10. HERFEAEEE(E)
(Continued)
Present value Present value
Lease of lease Lease of lease
payments payments payments payments
2022 2022 2021 2021
HE HE

HEAR RRAE HENR NHAE
—E-CE —EC-CE —E-—F —E-F

HK$°000 HK$000 HK$'000 HK$'000

FET FET FET FET

Within one year —FR 4,684 4,152 9,199 7,886

In the second year FoF 4,040 3,786 7,046 6,225

In the third to fifth years, inclusive E-EZFRF(RAEENE) 1,602 1,555 8,835 8,387

Over five years FEPE - - _ _

10,326 9,493 25,080 22,498

Future finance charges ARBEER (833) - (2,582) -

Present value of lease obligations REAERE 9,493 9,493 22,498 22,498
Less: Amount due for settlement within 12 Ji - A AREIEEETUR

months (shown under current liabilities) (NEEEETYIR) (4,152) (7,886)

Non-current portion ERE LD 5,341 14,612
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IT'..0|.'.the year ended 31 December 2022 HE-—ZE-—&+-A=+—HIEE '. -. | IS

20. INVESTMENT PROPERTIES 20. REY=

2022 2021
—E-CF —E-—F
HK$°000 HK$ 000
FHET T/ETT
At 1 January n—A—H 57,952 29,526
Transfer from properties for sale under EEOREDRFEYE
development - 13,843
Disposal of subsidiaries (Note 34(b)(i)) HEM B AR (Aa2341))) (52,177) -
Fair value gain NEW R - 13,191
Currency realignment B (5,775) 1,392
At 31 December W+—_HA=+—H - 57,952
Investment properties were revalued at 31 December 2021 on the open WEYMER T —F+_-_HA=+—HH
market value basis by reference to capitalisation of net income derived B AEEKBEMEHSATI AGELER
from the existing tenancies of the properties by APAC Appraisal and BRARK2ZGERAERHWE 2 F
Consulting Limited, an independent firm of qualified surveyors. WA B FTTE ARG » AR T EEEE -
The Group leases out certain of its investment properties under operating AREERELLEHELHEETFTIREY
leases. The average lease term is 9-20 years. Certain leases are on 2 o TFAESHR B0E204F - EFHEELA
variable lease payments with growth rate 5% and 8% respectively. SN BERDRAE5%%8% o
At 31 December 2021, no investment properties pledged as security for W-—E-——F+—F=+—H WELEZ
the Group’s bank loans. YDA R A E AR T IR -
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For the year ended 31 December 2022 #HZE—T-——F+-_A=+—HILFE t [ ] 1]
21. GOODWILL 21. &
HK$’000
FET
Cost 5%
At 1 January 2021 RZZE-_—F—H—H 220,408
Currency realignment B 5,703
At 31 December 2021 and 1 January 2022 R-E-_—F+-_A=+—H8BxK
T -F—H—H 226,111
Disposal of subsidiaries (Note 34(b)(i) HEWB AR (KaE34(b))) (205,037)
Currency realignment AR (21,074)
At 31 December 2022 WZE_—_F+-A=+—H -
Accumulated impairment losses ZiHREER
At 1 January 2021 RZEZ—F—H—H -
Impairment loss recognised during the year REEHERABIERE (106,855)
At 31 December 2021 and 1 January 2022 R-EBE-_—F+-_A=+—HK
—E-_4—HF—H (106,855)
Disposal of subsidiaries (Note 34(b)(i)) HEMB AR (K Z341)) 97,665
Currency realignment B HE 9,190
At 31 December 2022 R-ZE__F+_-_HA=+—H -
Carrying amounts BREE
At 31 December 2022 R_E__F+-_A=+—H -
At 31 December 2021 R-ZE-_—4F+-_A=+—H 119,256

Goodwill acquired in a business combination is allocated, at acquisition,
to the cash generating units (“CGUSs”) that are expected to benefit from

EBastlEcmERNRBERESKS
BB EREGAFCREELENM

that business combination. The carrying amount of goodwill had been (ReELEBEN])  BHECEEEDED
allocated as follows: e A IR EAESBN
2022 2021
—EC-CHF T —F
HK$°000 HK$’000
FET FET
Property development unit PEFRIEEN - 119,256

ZEZFFERE

REZBRARAE 111



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

21.

22.

GOODWILL (Continued)

The recoverable amounts of the CGUs are determined on the basis
of their value in use using discounted cash flow method. The key
assumptions for the discounted cash flow method are those regarding
the discount rates, growth rates and budgeted gross margin and
revenue during the period. The Group estimates discount rates using
pre-tax rates that reflect current market assessments of the time value of
money and the risks specific to the CGUs. The growth rates are based
on long — term average economic growth rate of the geographical area
in which the businesses of the CGUs operate. Budgeted gross margin
and revenue are based on past practices and expectations on market
development.

The Group prepares cash flow forecasts derived from the most recent
financial budgets approved by the Directors for the next five years with
the residual period using the growth rate of 3%. This rate does not
exceed the average long-term growth rate for the relevant markets.

The rate used to discount the forecast cash flows from the Group’s is

== bl

21. BHEA)

ReELFEMMA CRE I EREMRR
Iﬁfﬁimi}iu BEOEREEETE - B3R
BeREAMRANERRRIIANEAR
BRERRERE EEXR  AEEMERRRA
MRER - AEBEMAARRERHSHE
BRENFHEEReEEEMFERRD
BRI MR AR AR X - ERXARES
EA B K EEBMAED RN FIHRAK
PIRRRQEE - BEENKRKATIR
BEEDI AT R RRELE -

ARBRRORSRERNREEEE
R R R BT SRR+ FIH R
MERE A% © HERELABBEHED
BT RIARE -

RAMBEAEEBRARSRENNES

16%. 16% °
INVENTORIES 22, 78
2022 2021
—EC-CHF —E-—F
HK$’000 HK$'000
FET FET
Raw materials Bt 6,023 15,416
Work in progress & 1,664 2,501
Finished goods R oA 28,912 24,261
36,599 42,178
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For the year ended 31 December 2022 #HZE—T-——F+-_A=+—HILFE l -

23. PROPERTIES FOR SALE UNDER DEVELOPMENT 23. #RH#5EWE

HK$000
FET
At 1 January 2021 R-ZE-_—%—H—H 1,666,127
Additions INE 376,846
Transfer to investment properties BRI EYE (13,843)
Disposals upon termination (Note) IEERF N E (H5E) (848,261)
Impairment on the properties for sale under development  ZXR A AFEY% 2 Fi{E (130,084)
Currency realignment AR 42,872
At 31 December 2021 and 1 January 2022 R—E-_—F+=-A=+—H
k=—T-—F—H—H 993,657
Additions NE 47,971
Properties completed and sold % T REEYH (393)
Disposal of subsidiaries (Note 34(b)(i)) HEWB QR (Ha234)1) (940,177)
Currency realignment B AE (101,068)
At 31 December 2022 RN-EBE-_—_F+-_A=+—8H -
All the properties under development were located in the PRC. At FTERERWMEGDMNAFRE R T —
31 December 2021, properties for sale under development held by F+ZHA=+—H ROTETHELEFE
the Group located in Nanning, with carrying value of approximately ENREREHFEYEIRHER  ZSEWE
HK$444,004,000 was secured for the bank loans. A% - BRA{EAX)444,004,00078 T °
Note: On 19 November 2021, the Group terminated the agreement with Kz - —F+— A+ B AEBEKE
the government in relation to the Land Plots in Lishui District, Nanjing BT E BB I&E E R mE/KE
City, Jiangsu Province, the PRC. Details of which were disclosed in the B o sHERN A -_—F1+—A
announcement dated 24 November 2021. After the termination, properties “HBHAEHEE o RIETE - 498.4818
for sale under development approximately HK$848 million were disposed. BITHRRPFEYEEL - DUWEHEAS
Out of which, a cash consideration of HK$403 million was received. IR & R B4.03188TT - HEr%4.3918/8
The remaining of approximately HK$439 million were accrued in other TLEETAE MK ERTR - 600578 TTE1E
receivables. A loss of HK$6 million was recognised in the consolidated BREGEERRER -

statement of profit or loss.
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

24. TRADE AND OTHER RECEIVABLES, DEPOSITS 24.

== LAl

PR B 5 Bk ) H A B U AR SR

AND PREPAYMENTS e RFEMNSFRIE
2022 2021
—E-— —E-—F
HK$’000 HK$’ 000
FET FET
Trade receivables FEUE ZBRFR 14,174 43,967
Less: Impairment losses IR REEE (1,398) (6,804)
12,776 37,163
Value-added tax receivables FEWIS(E T 12,362 62,997
Other tax receivables E b el i IA - 1,073
Consideration receivable (Note 23) FEWAR(E (A75723) - 439,269
Consideration receivable from vendor of EHHEWBE AT
disposal of subsidiaries (Note 34(b)(i)) FEMRAB (H12E34(b)1) 11,317 -
Amount due from the subsidiaries FEKE HEMRB AT
disposed (Note 34(b)(i) FIE(KTEE34)0)) 230,163 -
Prepayment, deposits and other receivables TERFIE ~ 5] REMEWFIE 33,840 43,415
300,458 583,917
Trade receivables EWE SR

The Group allows an average credit period of 30 to 60 days to its
customers which are state-owned enterprise or those with guarantee
provided, and cash on delivery for all other customers. The following is
an aging analysis of trade receivables, presented based on the invoice

date at the end of the years:

HRBEACERPRERBHERZER
AEE i T FIRKRMB0E60R : MATA
HEFPHYUNEERMZ T ANETRS © A
TREREZIEFINEFERZERZAY
252 R DT

2022 2021

—EC-CF T —F

HK$°000 HK$000

FET FET

0 to 60 days 0£60H 8,086 18,138
61 to 90 days 61%290H 2,150 1,218
Over 90 days 90H M F 2,540 17,807
12,776 37,163

114 Tesson Holdings Limited Annual Report 2022




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS |

e B AR B BYEE

For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HIIFE

24. TRADE AND OTHER RECEIVABLES, DEPOSITS

AND PREPAYMENTS (Continued)

Impairment of trade receivables

Reconciliation of loss allowance for trade receivables:

24. B E 5 fRF R H A B ARSR
AERENTREGE)

W E Z BRI E

FEWE 2 B R B IR B B

2022 2021
—EC-CF —E-—F
HK$’000 HK$'000
FETT FET
At beginning of the year REH (6,804) (14,524)
Impairment on trade receivables BN E SRR 2 RE (1,435) (40,510)
Written off the impairment for the year REEMEHRE 183 48,585
Reversal of impairment on trade receivables HENBARZEWE ZRK 2
from disposal of subsidiaries (Note 34(b)(i)) SB[ (H15E34(b)1) 6,271 -
Currency realignment B 387 (355)
At the end of the year RER (1,398) (6,804)
Impairment of other receivables Hith FEWBRFURE
Reconciliation of loss allowance for other receivables: Hth e BR T 2 B IR B AR
2022 2021
—EC-CF —E-—F
HK$°000 HK$’000
FET FET
At beginning of the year i =) (14,237) (7,588)
Reversal of impairment loss/(Impairment loss) E e W BR TR Z R E
on other receivables EiaRECRERE) 2,409 (7,617)
Written off the impairment for the year REEHMEERE - 1,316
Currency realignment B AR 1,024 (348)
At the end of the year RER (10,804) (14,237)
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For the year ended 31 December 2022 #HZE—ZT - —F+-A=+—HILFE

24,

25.

== LAl

TRADE AND OTHER RECEIVABLES, DEPOSITS 24, EWE ZRF KR H A EWBRFR -
AND PREPAYMENTS (Continued) R ERFANRIE(E)
Trade receivables that are not impaired IR E 2 B E 5 BRFX
The Group applies the simplified approach under HKFRS 9 “Financial REEBRBEATSHEERFIWR 5
Instrument” to provide for expected credit losses using the lifetime TEIETNZEL%E KA TEHEE R
expected loss provision for all trade receivables. To measure the BEIMABRENE FRAZBHEEEIE
expected credit losses, trade receivables have been grouped based on REHE - BETETEHEEEIE  BRES
shared credit risk characteristics and the days past due. The expected BEFEIRBE A EERMS SR KK
credit losses also incorporate forward looking information. S¥E - FBEEEBIEINVEERE AR
Less than  Over 60 days
60 days and less than
Current past due 1 year Over 1 year Total
Y AHRBB60A
L 60/ BOR-F —FHE st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
At 31 December 2022 R-B-ZE
t=A=t-H
Weighted average expected loss rate /#1598 B 1B X 0% 0% 0% 45%
Receivable amount el &5 10,633 416 - 3,125 14,174
Loss allowance FREEE - - - (1,398) (1,398)
At 31 December 2021 R=B=-%
T=A=t-H
Weighted average expected loss rate  fI#EF15TE HiE B X 0% 0% 16% 39%
Receivable amount i 17,711 2,196 11,021 13,039 43,967
Loss allowance BERE - - (1,752) (6,062) (6,804)
Trade receivables that were not past due relate to a wide range of A e HR 2 RN 5 AR SR ER % 2 3T HA D A
customers who has no recent history of default. The Group does not HREH I BEFPER - AEBUWEREZS
hold any collateral over these balances. EEME BT AIRIR S o
Trade receivables that were past due but not impaired relate to a E@MEEREERE SRR EL R
number of independent customers that have a good track record with REBBARTABLB B IEFRA
the Group. Based on past experience, the management believes that no o REBBTER  EREEE  BRE
impairment allowance is necessary in respect of these balances as there BEHEZUES AR  ZSHBENMEAE
has not been a significant change in credit quality and the balances are AT 2 EUE - FE it AR L SRR R
still considered fully recoverable. BREA -
AMOUNT DUE FROM A NON-CONTROLLING 25.

SHAREHOLDER OF A SUBSIDIARY

The amount represented financial assistance provided by Nanchang
Rongzhou Investment Company Limited* (Fg & A MNEEBR AT to
its shareholder before the completion of the capital contribution on 26
October 2018. The amount due from a non-controlling shareholder of
a subsidiary is secured by its assets and undistributed earnings, non-

interest bearing, and had no fixed term of repayment.
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26. RESTRICTED BANK BALANCES AND BANK AND 26. ZRHISRITAEABRRETRIESE
CASH BALANCES 153

At the end of year, bank and cash balances of the Group denominated

in RMB amounted equivalent to approximately HK$5,460,000 (2021:

HK$52,728,000). Conversion of RMB into foreign currencies is subject

to the PRC’s Foreign Exchange Control Regulations.

RER - AEBUARBEZRITRIR
& R E R 45,460,000 L ( — & = —
F 1 52,728,000/ 7C) © AR HIRAIN
kB RBINEE IR IEHIRR

As at 31 December 2021, the restricted bank balances of the Group
represented guarantee deposits for construction of pre-sale properties
denominated in RMB placed in designated accounts.

RZZE-_—F+-A=+—0B rA&EZ
ERFRITERERRERAARBEZ
BEMENIEERP ARNRES °

27. TRADE AND OTHER PAYABLES 27. EHEZRF KR H M ES R

2022 2021

—E-—F —ET-—F

HK$°000 HK$’000

FET FEr

Trade payables T E SRR 40,302 82,929

Amounts payable on acquisition of property, W - WEREE2

plant and equipment FERROR 126,736 136,461
Amount due to a subsidiary disposed EN—RE L EN BN REM

(Note 34(b)(i)) B (K1 a£340)(0) 2,853 -

Accruals and other payables FEFT B A I B Ath FE ST BR R 108,577 117,300

278,468 336,690

An aging analysis of the trade payables at the end of the reporting
period, based on invoice dates, is as follows:

AT RRBERRZERTAREI 2 &N

BHRFRE DT

2022 2021

—EC-CF —E-—F

HK$°000 HK$’000

FETT FET

0 to 60 days 0£60H 12,806 37,041
61 to 90 days 61290H 314 1,488
Over 90 days 0B M 27,182 44,400
40,302 82,929
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28. CONTRACT LIABILITIES 28. EHEE
Disclosures of revenue-related items: WAKBRETE B #255 -
As at As at As at
31 December 31 December 1 January
2022 2021 2021
R=ZB=-=F NI —F RIZT_—F
+=ZA=+—8 +ZA=1+—H —H—H
HK$’000 HK$’000 HK$’000
FETT FET FET
Total contract liabilities BB EEEE 5,342 1,002,240 938,905
Transaction prices allocated to RERDIEEERIEKEL
performance obligations unsatisfied BELIEHRATFEE
at end of year and expected to be wRAENZE X HE
recognised as revenue in:
- 2022 ——E-F - 1,026,276
- 2023 ——FE-=F 6,636 -
6,636 1,026,276
2022 2021
—EC-C—F —ET—4F
HK$’000 HK$’000
FETT FET
Year ended 31 December BHEt-A=1t—HIFE
Revenue recognised in the year that was included RFHt AL BEZFA
in contract liabilities at beginning of year R 3,254 -
Significant changes in contract liabilities during FRELHABZEKRES
the year:
Increase due to operations in the year RS R A S AN 1,773 67,149
Decrease due to disposal of HEMB AR MR (A7F340)0)
subsidiaries (Note 34(b)(i) (905,506) -
Currency realignment B (89,824) (2,834)
Transfer of contract liabilities to revenue ERAYBEERE (3,341) (980)
A contract liability represents the Group’s obligation to transfer GHBEERAS WlEFREMmESR
products or services to a customer for which the Group has received BEMIRETEFZEME -

consideration from the customer.
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29. BORROWINGS 20. &
2022 2021
—E-CF —E-—F
HK$’000 HK$’000
FETT FET
Bank loans IRITER - 122,520
Other borrowing HiEs 52,785 85,000
52,785 207,520
Analysed as: DA
Secured B - 122,520
Unsecured AR 52,785 85,000
52,785 207,520
At 31 December 2021, bank loans were secured by the properties under RZZEZ—F+ZA=+—8 ' #FITER
development held by the Group located in Nanning with carrying value of EAEBERENERE TP MEREER  Z
approximately HK$444,004,000. YA E - BREER /444,004,000
BT o
Bank borrowings for the year ended 31 December 2021 are E%K TR —FTA=tT-HIEEEZ
denominated in RMB. And other borrowings for the years are WITERIUAREEE - SFE2HM
denominated in HK$. %Eﬂ%ﬁéﬁ%ﬂﬁ
At 31 December 2022, other borrowing of HK$52,785,000 (2021: R-E-_—_F+-fF=+—H  H#ihiEEg
HK$85,000,000) was unsecured and repayable within 1 year. The 52,785,000/ 7L ( == = —4F : 85,000,000
effective interest rates per annum at the end of the years were as B)AEEBERAMERNER - R&F
follows: ERMERFENZNAT -
2022 2021
—E-CF T —F
Borrowings: BE
Fixed-rate EE 8.00% 8.00%-8.50%

The borrowings are repayable as follows: EEARUTRHEERZ
2022 2021
—ZE-— T —F
HK$°000 HK$’000
FAETT FET
On demand or within one year BERY—FR 52,785 207,520
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| 30. AMOUNT DUE TO THE CONTROLLING

== LAl

30. EERRREM
SHAREHOLDER
The amounts are unsecured, non-interest bearing, and had no fixed ER%E AEIIR - B MIEETIENER -
term of repayment.
31. DEFERRED TAX 31. EERIE
The following are the detailed deferred tax liabilities and assets UTAREEBERZELERIBEEENREE
recognised by the Group. =1
Properties  Revaluation
for sale  of property, Revaluation
under plant and of investment
development equipment properties Total
BRER  EMEUE- B
HENE BERRE REME Bt
HK$ 000 HK$'000 HK$000 HK$000
FET FET FHET FHET
At 1 January 2021 NZE-_—4%—HF—H 66,869 9,230 5,076 81,175
Credit to consolidated ARG EE
statement of profit or loss (32,521) (7,555) 3,297 (36,779)
Transfer R (1,398) - 1,398 -
Currency realignment B 1,714 188 279 2,181
At 31 December 2021 and 1 January 2022 R-Z=Z—F+-A=+—H
MZEZ—F—f— 34,664 1,863 10,050 46,577
Credit to other comprehensive income STAEMEEE - 8,041 - 8,041
Disposal of subsidiaries (Note 34(b)(()) HEMBRR(HL340)) (31,261) (88) (9,015) (40,364)
Currency realignment BHE (3,409) (160) (1,035) (4,598)
At 31 December 2022 WZE-_—F+=-A=1+—H - 9,656 - 9,656
At the end of the reporting period, subject to the agreements with RERR @ BALEHBEERE  ~EE

the tax authority, the Group has unused tax losses of approximately
HK$235,487,000 (2021: HK$222,286,000) for subsidiaries incorporated
in Hong Kong available for offset against future profits of approximately
HK$235,487,000 (2021: HK$222,286,000) and such tax losses may be
carried forward indefinitely. No deferred tax asset has been recognised
for these tax losses due to the unpredictability of future profit streams of
those subsidiaries.
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32. SHARE CAPITAL 32. g
Number of
Notes shares HK$’000
Miat R17EH FET
Authorised: VERE ¢
Ordinary shares of HK$0.10 each FiRO. 10}%?52
At 1 January 2021, 31 December b‘/\_ T —F— ﬂ EI
2021, 1 January 2022 and —F+-_A=+—H"
31 December 2022 —E--—F-A-AR
—E-—F+—-A=+—H 2,000,000,000 200,000
Issued and fully paid: E%é‘ﬁ&?%ﬁli
At 1 January 2021 W_ZE_—F—H—H 1,196,485,700 119,649
Issue of shares upon share placement D BR E & 3 TR (D 1 40,008,000 4,001
At 31 December 2021 and 1 January 2022 R-_ZE-_—F+-_A=+—HBK
—E-_9—F—H 1,236,493,700 123,650
Issue of shares upon share placement AR B E BB ITAR D 2 246,993,000 24,699
At 31 December 2022 WZE_—_F+=-A=+—H 1,483,486,700 148,349

Notes

1. On 25 June 2021, the Company entered into a placing agreement with a
placing agent in respect of the placement of up to 75,000,000 ordinary
shares of HK$0.10 each to independent investors at a price of HK$0.40
per share. On 20 July 2021, 40,008,000 shares were issued and allotted,
after netting off the share issue expenses of approximately HK$363,000,
the premium on the issue of shares amounted to approximately
HK$11,639,000 was credited to the Company’s share premium account.

2. On 6 November 2022, the Company entered into a placing agreement
with a placing agent in respect of the placement of up to 247,296,000
ordinary shares of HK$0.10 each to independent investors at a price
of HK$0.043 per share. On 25 November 2022, 246,993,000 shares
were issued and allotted, after netting off the share issue expenses of
approximately HK$193,000, the premium on the issue of shares amounted
to approximately HK$14,272,000 was debited to the Company’s share
premium account.

Capital management

The Group’s primary objective when managing capital is to safeguard
the Group’s ability to continue as a going concern, so that it can
continue to provide returns for shareholders and benefits for other
stakeholders, by pricing products and services commensurately with the
level of risk and by securing access to finance at a reasonable cost. The
Group’s objectives when managing capital are to safeguard the Group’s
ability to continue as a going concern and to maximise the return to the
shareholders through the optimisation of the debt and equity balance.

The Group manages its capital structure and makes adjustments to it,
in light of changes in economic conditions. To maintain or adjust the
capital structure, the Group may adjust the payment of dividends, issue
new shares, buyback shares, raise new debts, redeem existing debts or
sell assets to reduce debts.

Hist

1. RZZE-—FXA-+HB  AARHEE
EREREBIZ in0.4o,%7zE|’JW§EE
& 5 %75,000,0000% FAX0.10/8 STy &
B FIE IS A E B E R o E’\_;_
F+ A =+H8 40,008,000 5% B 17 % fic 35
KBTS HIBR AR (D 317 F X 49363,000
BITiE - BITIRG 2R E%911,639,0005%
TLEFFARR B Z & EER o

2. NRIZEZZF+—AXHB ARBHEEE
RIBRT B RRER0.043/8 TR B AL
& 5 % 247,296,000 % T A% 0.1078 LB &
BRTBIREENRESH HE R
—CHF+—A-+EHEH - 246,993,000
A% {0 JE B B8 R 81T - S FNRR AR 1D B 1T FE
X #9193,000/ 7018 + TR 2 HE L
14,272,000/8 L E R AR R 2 5 m EER
kR o

ErEE

AEBEEREANTIERRDRREARE
BRELENEE ) BB BRRRR
IR IS EE M IR TE (B S A& 3B A AR AR
BUE - MR SRR R [ A LA A 2
HEEXE - AREEREARR - RE
AEBAFERLE 2N - AEEBEL
%F&%$¥m RBECRFEREARR S
SRE

AEBREBELERFECEREERAREY
T”EHﬂﬂ% F%Eh%uﬂ¥5$ NS
BRI BEF IR AR - BITHIAY - MEEAX
1 FEET  BORAEEAHEEE
PURER &R o
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33. RESERVES 33. &

(a) The amounts of the Group’s reserves and movements therein are (a) AEBzHEE2EMEEHFIBENER
presented in the consolidated statement of profit or loss and other AEFENHEMEEWGER MGEARERR
comprehensive income and consolidated statement of changes in BRI o
equity.

(b) Reserves of the Company (b) ADTZFHE

Capital Share-based
Share redemption Contributed payment Accumulated
premium reserve surplus reserve losses Total
HRBH
RGEE  RARERG EaEsn  ERHEE ZifER @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$ 000
AT AT FET AT AT AT
At1 January 2021 R-E--E-f-H 826,773 624 29,509 6,250 (21,792) 841,364
Loss for the year TEEEE - - - - (234,207) (234,207)
Issue of shares upon share ROREREARR
placement 11,639 - - - - 11,639
Lapse of share options EREA - - - (6,250) 6,250 -
At 31 December 2021 R-E-—Ft-f=1-H
and 1 January 2022 kZEZZF-R-H 838,412 624 29,509 - (249,749) 618,796
Loss for the year TEEER - - - - (296,756) (296,756)
Issue of shares upon share RARERETRR
placement (14,212) - - - - (14,212)
At 31 December 2022 R-E--E+-f=1-H 824,140 624 29,509 - (546,500) 307,768

(c) Nature and purpose of reserves of the Group (c) AEEREZMEERAZ

() Share premium 0 R E
Share premium represents premium arising from the issue of s EEERBREREE
shares at a price in excess of their par value per share and is ZEBEITROMESE 2R
not distributable but may be applied in paying up unissued & BTGB - MEIARE
shares of the Company to be issued to the shareholders of AR AR EHEETT
the Company as fully paid bonus shares or in providing for RARIRE Z AR RIAREITR
the premiums payable on repurchase of shares. MIARITEERDENS

g o

(i) Capital redemption reserve () RAFE[LIfEE
Capital redemption reserve arose from the reduction of the R 7 B [B] i #5 T0 E R A B 8H
nominal value of the issued share capital of the Company BRENHSEBRTRATER
upon the cancellation of the repurchased shares. PESE -
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33. RESERVES (Continued)

(c) Nature and purpose of reserves of the Group
(Continued)

(i) Capital reserve

Capital reserve represents the difference between the
nominal value of the shares of the acquired subsidiaries and
the nominal value of the Company’s shares issued for the
acquisition at the time of the group reorganisation in 1998.

(iv)  Share-based payment reserve

The share-based payment reserve represents the fair value of
the actual or estimated number of unexercised share options
granted to employees and directors of the Group recognised
in accordance with the accounting policy adopted for share-
based payments in Note 4 to the consolidated financial
statements.

(v)  Contributed surplus

The contributed surplus of the Company represents the
difference between the consolidated shareholders’ funds
of Kith Limited at the date on which it was acquired by
the Company, and the nominal amount of the Company’s
shares issued for the acquisition at the time of the group
reorganisation in 1998.

Under the Companies Act of Bermuda, the contributed
surplus account of the Company is available for distribution.
However the Company cannot declare or pay a dividend, or
make a distribution out of contributed surplus if:

- it is, or would after the payment be, unable to pay its
liabilities as they become due; or

- the realisable value of its assets would thereby be less
than the aggregate of its liabilities and its issued share
capital and share premium accounts.

Y |

33. & (&)

(c) =EERBIMERBEE)

(i)

(iv)
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s

(c)

" 33. RESERVES (Continued)

Nature and purpose of reserves of the Group
(Continued)

(vi)

(vii)

(viii)

Foreign currency translation reserve

The foreign currency translation reserve comprises all foreign
exchange differences arising from the translation of the
financial statements of foreign operations. The reserve is
dealt with in accordance with the accounting policies set out
in Note 4 to the consolidated financial statements.

Asset revaluation reserve

Assets revaluation reserve has been set up and are dealt
with in accordance with the accounting policies adopted for
property, plant and equipment in Note 4 to the consolidated
financial statements.

Other reserve

Other reserves represent the amount of enterprise expansion
fund capitalised by the relevant PRC subsidiaries and the
difference between the net proceeds received or paid after
deducting the transaction costs and the adjustment to the
non-controlling interests resulted from the equity transaction
with non-controlling interests.
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34. NOTES TO THE CONSOLIDATED STATEMENT 34. ERENERMTE

OF CASH FLOWS
(a) Changes in liabilities arising from financing activities (a) METBEEXEEEH

The following table shows the Group’s changes in liabilities arising

TREJNFARNEERERDELEZ

from financing activities during the year:

E ,TEE #=4

B %
Amount due to Total liabilities
the controlling Lease  from financing
Borrowings shareholder liabilities activities
PR METEE
BE R R ER HEEE Lt
HK$000 HK$'000 HK$'000 HK$'000
FBT FAT FET FET
At 1 January 2021 RZE-—&—Hf—H 251,012 68 20,735 271,815
Changes in cash flows Bergs - (28) (3,701) (3,729)
Changes in cash flows for BRILEEEB
discontinued operation Heng# (68,622) - (986) (69,608)
Non-cash changes FREE
— Interest expenses -MERZ 20,346 - 1,727 22,073
- Currency realignment - EHRAR 4,784 1 4,723 9,508
At 31 December 2021 and R-Z-—F+-R
1 January 2022 —t—-Hk=ZE-F
—A—H 207,520 4 22,498 230,059
Changes in cash flows Rened (37,809) 1,008 (3,664) (40,465)
Changes in cash flows for RESI =
discontinued operation Hemes (86,553) - - (86,553)
Non-cash changes FREEE
— Interest expenses —FIBFEY 10,814 - 1,177 11,991
- Disposals of subsidiaries —IHEMBERR
(Note 34(b)()) (H34)0) (33,093) - (5,982) (39,075)
~ Currency realignment BAR (8,094) (504) (4,536) (13,134)
At 31 December 2022 i
+-A=+—-H 52,785 545 9,493 62,823
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| 34. NOTES TO THE CONSOLIDATED STATEMENT
OF CASH FLOWS (Continued)

(b)

Disposal of subsidiaries

M

On 10 October 2022, the Group disposed 64.6% indirectly
owned subsidiary Nanjing Rongzhou Cultural Industry
Investment Company Limited* (RN XL EZKEBR
A |]) at cash consideration of RMB20,000,000 (equivalent
to approximately HK$23,200,000) to an independent
third party. As at 31 December 2022, the amount due
from the disposal group were amounting to approximately

== LAl

34. FERERBRME(E)

(b)

HK$230,163,000 (Note 24).

Net assets at the date of disposal were as follows:

HEMELQE

M

KRB —HF+A+H K&EEH
LAIR € B A R¥20,000,0007T
(7 4923,200,0007% 7T ) [A]
B E =N EREES64.6%
RIKTB R AR R AM b EZE
KEERAA - RNZE=—
+-A=+—8 REhtEs
FIE A #9 230,163,000 78 7T
(Htst24) -

REERBZEEFELNT

HK$000
FET
Right-of-use assets EREEE 5,443
Property, plant and equipment Y - BB K& 785
Investment properties WEWZE 52,177
Goodwill B 107,372
Amount due from non-controlling JFE LT — FEIBIT /B N B S AR A SR BR X
shareholder of a subsidiary 136,544
Inventory FE 284
Properties for sale under development BRPGEDE 940,177
Trade receivables FEWE S IR K 13,482
Less: Impairment loss B OREEE (6,271)
Other receivables H U R 5k 238,755
Restricted bank balances IR HIIRI TS 36,311
Bank and cash balances RTINS E 4,647
Trade payables FERTE SRR (24,614)
Other payables HADFERBRK (45,495)
Contract liabilities aRaE (905,506)
Amount due to the remaining group JEAS T er S B FR 18 (236,686)
Tax payable FERTFLIR (103,979)
Borrowings BE (33,093)
Lease liabilities HEBE (5,982)
Deferred tax liabilities RERIBAE (40,364)
Net assets disposed of BHEEEFE 133,987
Release of foreign currency translation reserve  §MNE 3 i (@ (21,645)
Non-controlling interests FEIE R AE R (1,177)
111,165
Direct transaction costs incurred FIEENEER SN 787
Loss on disposal of subsidiaries HEMBARZEIE (88,714)
Consideration KRB 23,238
Consideration received BUERZ (B 23,238
Consideration receivable (Note 24) FERRAB (f5t24) (11,317)
Bank and cash balances disposed of BHERITRIBE L4 (4,647)
Direct transaction costs incurred FIEEMNEER SN (787)
Net cash inflow arising on disposal HEEAZRERAFHE 6,487
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34. NOTES TO THE CONSOLIDATED STATEMENT
OF CASH FLOWS (Continued)

34.

(b)

Disposal of subsidiaries (Continued)

(b)
(i) On 11 October 2022, the Group disposed 35.53% indirectly
owned subsidiary Tesson K2 New Energy (Nanjing) Limited*
(REgl@EFER (AR) BR AR at cash consideration of
RMB1,200,000 (equivalent to approximately HK$1,390,000)
to an independent third party.

Net assets at the date of disposal were as follows:

HEME QR ()

(i)

FERERBRMEE(E)

E AR & B AR #1,200,000
7C (#8557 #91,390,000 7% 7t )
MEBYE=ZALEMERS
35.53% MM B AR KE G
BER(ER)ERRAR -

ROERMZEEFENT ¢

HK$’000

THETT

Property, plant and equipment Y - B R EE 2,061
Amount due from the remaining group FETR sr e B Z008 5,476
Inventory Ty 1510
Trade receivables FEWE SR 115
Other receivables H fth FEUER SR 23
Bank and cash balances RITRIREH -
Trade payables FERTE S8R (564)
Other payables HADFERBRK (6,492)
Net assets disposed of DHEEEFE 2,129
Release of foreign currency translation reserve 4N 5,1 {7 &5 12 0] 141
Non-controlling interests FEFEARAE RS 553
2,823
Waiver of amount due from the remaining Group  HZE FE UL 64 £ B 1B (1,454)
Gain on disposal of subsidiaries HEMBA R 25
Consideration RE 1,394
Consideration received EUER 2 R B 1,394
Bank and cash balances disposed of BHERITRIBEEH -
Net cash inflow arising on disposal HEEEZHRERAFE 1,394
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| 35. SUMMARISED FINANCIAL POSITION OF THE 35. XA R M BMRRBE

COMPANY
2022 2021
—E-— —E-—F
HK$’000 HK$’000
FET FET
Non-current assets FRBEE
Investments in subsidiaries RETB AR ZIEE - 8
Current assets RBEE
Amounts due from subsidiaries FEUBH B A Al Z BRX 561,384 870,808
Other receivables, deposits and prepayments  EfthfEUBRFL -« 5] & RFEFRIE 2,804 941
Bank and cash balances RITRIA &R 662 76
564,850 871,825
Current liabilities RBAE
Accruals and other payables FEET B A R E A FERTBR K 40,011 36,697
Amounts due to subsidiaries JERTHI B A RIBR X 11,448 175
Amount due to the Controlling Shareholder FERHE IR R BR AR 4,489 7,515
Other borrowings Hibfg & 52,785 85,000
108,733 129,387
Net current assets REEEFE 456,117 742,438
NET ASSETS EEFE 456,117 742,446
Capital and reserves BARRGHE
Share capital A&7 148,349 123,650
Reserves & 307,768 618,796
TOTAL EQUITY EREEE 456,117 742,446
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36. CONTINGENT LIABILITIES

37.

At the end of the reporting period, the Group and the Company did not
have any significant contingent liabilities (2021: Nil).

LITIGATIONS

As at 31 December 2022, certain subsidiaries of the Company were
involved in litigation or claims of material importance arising in the
ordinary course of business as follows:

On 25 October 2021, Tesson New Energy (Shenzhen) Limited* (X
#FeeR OxRIY) BR A7) (the “Tesson Shenzhen”), a subsidiary of
the Company, filed a claim with the People’s Court in Bao An district,
Shenzhen city, against a supplier (the “Supplier”), claiming for the
repayment of purchase of equipments at the amount of approximately
RMB11,069,000 (equivalent to approximately HK$12,527,000) and
penalty of approximately RMB6,192,000 (equivalent to approximately
HK$7,007,000). The Supplier counter claimed against Tesson Shenzhen
for property loss of approximately RMB19,264,000 (equivalent to
approximately HK$21,801,000) and other loss. On 18 November
2022, the People’s Court ordered, among others, Tesson Shenzhen
to pay approximately RMB1,522,000 (equivalent to approximately
HK$1,722,000) and overdue interests to the Supplier. An appeal was
lodged by Tesson Shenzhen against the judgement. As at the date of
approving these consolidated financial statements, the People’s Court
has yet to schedule a hearing.

On 10 January 2022, a contractor of Tesson New Energy Company
Limited* (KE#8E/REMR A7) (the “Tesson New Energy’), a
subsidiary of the Company, filed a claim with the People’s Court in
Lishui district, Nanjing city, against Tesson New Energy for the payment
of construction cost RMB44,413,000 (equivalent to approximately
HK$50,262,000) and overdue interests. The hearing took place on 17
October 2022 and 21 March 2023. As at the date of approving these
consolidated financial statements, the judgement has yet to be issued
by the People’s Court.

As at 31 December 2022, certain subsidiaries of the Group are
defendant son the lawsuit sin addition to the above mentioned,
accordingly bank balances of these subsidiaries in total of approximately
RMB403,000 (equivalent to approximately HK$456,000) was frozen
by the court. The Group was also involved in a dispute on certain
investments in the subsidiaries with the non-controlling shareholders
of these subsidiaries. The Group’s management believed that the
claim was without merit and the possibility of a significant loss arising
from the dispute was remote and therefore no provision of the claims
was considered necessary. Save as disclosed above, during the year
ended 31 December 2022, no member of the Group is subject to any
litigation, arbitration or claim of material importance and no litigation or
claim of material importance is known to the Directors to be pending or
threatened against any member of the Group.

36. AREE

RBEIR - REBRAR AL EEMEAKA
BE(CE—F:8)-

37. ;[

RZEB-_—F+-A=+—8 KRAETHEBE
REIEN 2 ASES AR EENERFARL
RZEMAT

“E-—F®+A-+HB AR —HEHER
AIRE#FEROFI) BRAA ([ RERY]) A
FIMELREARZERZEFL  AMEES
([HEm) ZRBERERHE I RBEHARE
11,069,000 7 (8 & 7 412,527,000 7T ) & 1
T AR ¥6,192,0007T (4B E 7 477,007,0007%
L) HEFRARXERIIRFTEBIHARE
19,264,0007T (#HE 7 4921,801,0008 7T ) M E A
BE -RZEZZF+—A+/1\H  ARZERH
R Hp R REFJIAREER S NHOAR
#4,622,0007T (FEE 7 491,722,000 7T ) K 81 Hf
FIE o REFRINEZHRRH E5F - RIbEZS
BEMBEREZA  ARZREAZHERS -

RZE-_—F—A+8  ARa—RHHBRFIX
EFERERAR( REHER DN —Z AR
MR EKEARERIREFA - EKBEH
BEIR S (< SRR R A R 544,413,000 7T (FHE A
%950,262,000% 7T ) M@ IR B - EEEN -
T oFTATEAERZFE=F=—H=+—H%
17 RELEZSHEAUBIRE 28 - ARZER
REMHHIRE o

NZZE-—F+-A=+—H AEEETHE
REVIN A EMERAINELA AR A Z W - IR
LB A RIMIRITA RS L4 AR 403,0007T
(#8 & 1 #1456,00078 70 ) #AFL R & o ARE B IR
FETHBA NS BZENB AR IEER
Rz EAUG -  AEBEERERE  ZRELE
B - AZAHEREXRBRNTREEEN - B
IRBEZTRRE - B EXEEEI) - HE
TEFFA=+—HULEFE AEEKE
REVEEMERFR - MEKRE - BEfES
Fr&n - ANEBRK 8 A B INEE A 8 R AR R 2 S E
EBHMERNFANRE ©

TR CFFEHRE REERARAT
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' 38. LEASE COMMITMENTS 38. HEEE

The Group as lessor AEBEAEER
At the end of the year, the Group had contracted with tenants for the RER REBBEBEEFIVNATNRERZE
following future minimum lease payments: MERNRER :
2022 2021
—EC-CF —E-—F
HK$°000 HK$'000
FET FET
Within one year —FRN - 1,717
In the second to fifth year inclusive F_FEERF(BREEEMT) - 8,995
After five years AFE - 10,107
- 20,819
39. CAPITAL COMMITMENTS 39. BAEIE
The Group’s capital commitments at the end of the year are as follows: RER  NEEZEAEYENT :
2022 2021
—ECCF —E-—F
HK$’000 HK$’000
FHET FET
Contracted but not provided for EEEEES T
— Property, plant and equipment —M% - WENEE 40,759 40,462
— Investment in an associate — RS A RNIRE 27,161 -
67,920 40,462
At 31 December 2022, the acquisition of investment in an associate NZE-—F+-_A=+—08 - KER—
was secured by the pledge of property, plant and equipment held by the BEL NN ENAREEBES ZE@E
Group with carrying value of approximately HK$12,047,000, which the #912,047,0008 T 2 M - B ME&EE
acquisition is not yet completed. R ZUBEE R AR TTAK ©
40. RELATED PARTY TRANSACTIONS 40. BBEALRS
The Group had no transactions with its related parties during the year MNAFENEF  NEBHEERSE AT
and last year. B\ 5 o
Key management personnel remuneration FEEBEABZHMH
The emoluments of the Company’s Directors, who are also identified as AAREF(ARTEAEETEERE Y
members of key management of the Group, are set out in Note 15. B2 e S RMIEE5 °
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41. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF
THE COMPANY

The table below lists the subsidiaries of the Company which, in the
opinion of the Directors, principally affected the results for the year or
formed a substantial portion of the financial position of the Group. To
give details of other subsidiaries would, in the opinion of the Directors,
result in particulars of excessive length.

Particulars of the Company’s principal subsidiaries at the end of the
years are as follows:

Place of incorporation/

e |

4. ARTNEEMB AT 2ER

TREJNESRREYAFEXEELE
AP ERBRARERERRAERRD 2

ARFIMBLE - EFR

o MESIE A

MBARZFHE  SREBRITE -

RER » AR7

el

Percentage of the Company’s

TEWBARALEHMT :

Name registration Issued/paid-up capital indirect ownership interest  Principal activities
£H AL/ B/ ARRA ARABREEREAN  TEEE
Notes 2022 2021
il Tg-CE “E--E
Tesson New Energy (Shen Znhen) Limited™ 1 ThePRC R\VB850,000,000 95.00% 95.00%  Trading of lithium ion battery
products
REMERIRIERAT el AE%850,000,0007C EERHTENAD
Tesson New Energy Company Limited” 2 ThePRC RMB500,000,000 65.36% 64.60%  Manufacturing of Ithium ion
battery products
REMERARAT el AR#500,0000007 EREETENED
Tesson New Energy Research (Nanjing) Limited* 2 ThePRC RMB150,000,000 65.36% 81.32%  Research and development centre
REFREREERERAT e AR%150,000,0007C i
Tessan New Energy (Weinan) Limited® 2 ThePRC RMB450,000,000 86.4% 95.00%  Manufacturing of fthium ion
battery products
REMER(ER)ARAR el AE#450,000,0007 REETENED
Notes ) s
1. The company is a sino-foreign equity joint venture established in the PRC. 1. ZARARBBKINFINEELE -

2. These companies are limited liability company established in the PRC.

2. WERRARNPEKINERAT -

ZEZFFERE
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41. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF 41. KARFEMBARIZER (1B)

THE COMPANY (Continued)

The following table shows information of subsidiaries that have non-
controlling interests (“NCI”) material to the Group as at 31 December
2022. The summarised financial information represents amounts before
inter-company eliminations.

TRIIR-_ZF-_—_F+-_A=1+—HFFHN
SEMEBER 2 FFERES ([ FFERER]) 2
MBARZER - BOMBEREEREARRM
IR Z 278

Tesson New Energy

Name Company Limited”
=% REFHERERAFA
2022 2021
—EC-CF —E-—F
HK$°000 HK$’000
FHET FET
Principal place of business and F BB E B R A B SR PRC
country of incorporation m
% of ownership interests and HERERFTE B R RITEE
voting rights held by NCI Z A (%) 34.64% 35.40%
At 31 December: R+=-—A=+—8:
Non-current assets IEMEEE 128,295 411,729
Current assets MENEE 45,206 518,148
Current liabilities MENRIE (667,989) (863,441)
Non-current liabilities JERBRE (1,792) 17,498
Net assets BEFAE (496,280) 48,938
Accumulated NCI RETIEIE IR (171,911) 17,324
Year ended 31 December: BE+-A=t—H
IEFE:
Revenue Iz - 157,691
Loss for the year AEEEE (248,881) (291,134)
Total comprehensive loss 2 H R (179,319) (193,914)
Loss allocated to NCI DI EIEEMER B E (86,212) (103,061)
Dividends distributed to NCI B9k TIEERER 2 RS - -
Net cash used in operating activities L EB)PT A 2 IR S FEE (583) (119,052)
Net cash generated from WERES 2 IRE 5
investing activities 8,547 16,171
Net cash (used in)/generated MEEB(FTA) sz HeFRE
from financing activities (186,209) 101,432
Net decrease in cash and cash equivalents REeERBEEBEY 2R FHE (178,245) (1,449)
A included its subsidiaries A BIEEM B AR
42. APPROVAL OF CONSOLIDATED FINANCIAL 42, L EZEEIEIRE
STATEMENTS
The consolidated financial statements were approved and authorised for HEMBEEERESeN T -_=F=

issue by the Board of Directors on 30 March 2023.
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Room 401A, Empire Centre, 68 Mody Road,
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Tel 5% (852) 3520 3000
Fax (HE (852) 3520 3181
Website #1F  www.tessonholdings.com
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